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Introduction

Mr Chairman, we thank you for your challenge to all of us to help build the architecture for modalities in NAMA. We thank you for your painstaking efforts and patience in this endeavour. We in the NAMA 11 have undertaken the task of contributing to the Framework very seriously. As you know our group is diverse. Yet all of us are faced with similar challenges of industrial and economic development. We have debated the issues and have drafted a comprehensive set of proposals with a view to building a multilateral consensus. In so doing we took into account the need to build fair, balanced, and pro- development modalities for NAMA, in line with the mandates agreed by our Ministers in Doha and in Hong Kong. These proposals have been circulated by the Secretariat in Job xxx.
Before we discuss our proposals, Mr Chairman, I would like to re-iterate the commitment of the NAMA 11 group of developing countries to an ambitious outcome in NAMA in line with the mandate. We believe that this commitment has already been expressed by our members in the decisions we agreed to thus far.
Let us remind ourselves of how much is already on the table 
The potential tariff reductions currently on the table are far in excess of cuts in any previous round. Previously, developing countries made cuts of no more than 40 percent under the less severe linear formula (as adopted in the Agriculture negotiations).
In Hong Kong, WTO members agreed to undertake tariff cuts in NAMA using a Swiss Formula – this is a harmonizing formula which will make deep cuts in developing country tariffs in their most sensitive sectors. By contrast, WTO members adopted a tiered linear formula in the agriculture negotiations that will have a far less severe impact on developed country tariffs. The effect of the linear formula in agriculture is further eroded by carve outs for sensitive products.
Flexibilities in NAMA are constrained to a small percentage of sensitive product lines. For tariff lines covered under paragraph 8 (a), the modality will still require a line-by-line cut of 50% of the formula with a restrictive trade limitation. This is in contrast to agricultural tariffs where the modalities only require additional market access in sensitive products without specifying the depth of the cut and where there is no trade limitation.
Developed countries have undertaken substantial tariff reform since the Uruguay Round. This includes unilateral tariff liberalisation, the elimination of low tariffs, and tariff simplification. These reforms have dramatically increased trade. Depending on the ambition in the Round, the NAMA 11 is willing to bind these considerable unilateral liberalisation efforts at a rate of between 95 and 100 percent of tariff lines at ad valorem rates. In the agriculture negotiations, some developed countries still refuse to bind at ad valorem rates.
Current negotiating dynamic and context
In preparing this submission we have had to take into account the current negotiating dynamic, in particular the recent proposal by New Zealand et al. There are four elements contained in this proposal: 1). the proposal adopts a Simple Swiss formula, 2). it proposes two coefficients, 3). it links the coefficients in a 5 point spread, and 4). it makes the offer conditional on such a spread.

This proposal has moved the negotiations backwards and it is conceptually flawed. Implicitly, the proposal wrongly asserts that a Simple Swiss formula is neutral, whereas we now know that the Simple Swiss impacts on developing countries by cutting their high tariffs in the most sensitive sectors more dramatically. It is flawed in that it ignores the vast differences in industrial and tariff structures between industrialized and developing countries, and it remains insensitive to the socio-economic adjustment costs, including employment losses, from the impact of drastic tariff reductions. 

Further, the proposal is a thinly disguised attempt to conceal the fact that some developed countries are only willing to reduce their tariffs by a paltry 23 percent, while insisting that developing countries cut theirs by between 65 to 70 percent. The proposal reverses the principle of LFTR, and will result in an unfair, imbalanced, anti-development outcome, that is against the mandate.
In making our submission, we are also conscious of the need to ensure balance in terms of the process, and balance in the substantive outcomes between NAMA and Agriculture as we develop the architecture and level of ambition in the modalities. In this context, we take note of the vast gaps that still need to be bridged among Members on the technical prerequisites, the architecture, and the level of ambition of the modalities, clearly set out in the Agricultural Chairman’s recent reference paper on Market Access.  

Against this background let me outline the NAMA 11 Proposal. Mr Chairman, I will first present the technical prerequisites, then speak to the other key elements of the architecture and finally discuss the issues related to the level of ambition.
Technical prerequisites
On the issues related to technical prerequisites, the NAMA 11 has made clear and succinct proposals:  

· Reduction commitments: NAMA 11 members have clearly stated that the basis on which the contribution of Members must be judged during this round, should be their bound rates.

· Implementation period: NAMA 11 has proposed an implementation period for developing countries of at least 10 years.

· Product coverage: NAMA 11 has called for the negotiation of a common list of products. 

· Credit for autonomous liberalisation: countries that have bound their autonomous liberalisation efforts should be appropriately credited.  

· Binding in ad valorem terms: in this regard we reiterate our commitment to the mandate.

Other key elements of the architecture 
· On par. 6 countries we recognize the efforts that these countries will be making in binding their tariffs and propose that their binding coverage should be at the level of the developing country average at the end of the Uruguay Round.. 

· On sectorals we underline that participation must be voluntary. 

· On LDCs we express very clear support for the position of this group of countries.

· On RAMs we recognise that there are different needs and levels of development amongst this group and that the developing countries in this group of countries should be provided with additional flexibilities in their implementation commitments. 

· On NTBs we have made a clear proposal for the establishment of a horizontal resolution mechanism. At the same we underline that there is no mandate in this round to consider export related policy instruments.

· Preference erosion: we propose a longer implementation period and additional technical assistance, in the context of a limited universe of tariff lines and affected countries. The disproportionate effect on other developing countries is also recognized. 

· Environmental goods: we have proposed that the discussion in the CTE-SS must be concluded before appropriate modalities can be discussed in NAMA.

· SVEs: we propose a par. 8 solution with additional flexibilities.

Formula, Flexibilities and Unbound Tariffs

Against the background of the recent proposal by New Zealand et al, we in the NAMA 11 believe it is vital to reiterate some key principles that must guide any formula, coefficient or flexibility in the modalities. These principles are contained in the mandates agreed in Doha and in the recent Ministerial Conference in Hong Kong. 

Our participation in the negotiations is predicated on the following key points of principle. 
First the commitment of the mandate to take into account the development dimension
· Paragraph 2 of the Doha Declaration captured the political commitment to make this Round a Development Round. It states…”The majority of developing countries are developing countries. We seek to place their needs and interests at the heart of the Work Programme adopted in this Declaration.”
For the NAMA negotiations this commitment was spelt out as follows:

· “To reduce or as appropriate eliminate tariffs, including the reduction or elimination of tariff peaks, high tariffs, and tariff escalation, as well as NTBs, in particular on products of export interest to developing countries;”
Second the commitment to the principle of Less than Full Reciprocity

· In addition the mandate went further to state that “To take fully into account the special needs and interests of developing country and least developed country participants, including through less than full reciprocity in reduction commitments”. 

LTFR requires that developed countries do more than developing countries in reduction commitments. In other words, it requires “proportionality” in developed countries and developing country commitments. LTFR should be expressed in percentage terms. 

Third the comparability of the level of ambition with Agriculture

Para 24 of the Hong Kong Declaration calls for a comparably high level of ambition in the NAMA and agricultural market access negotiations. It states that coefficients for the formula in NAMA for developing and developed countries shall result in average tariff percentage cuts comparable to the cuts in agriculture.
Fourth a fair markup for unbound tariffs

NAMA 11 members are willing to bind their tariffs substantially in this round. This is a substantial and real concession that will provide certainty to exporters. To assist all our members to bind their unbound tariffs up to 95 percent and for most up to 100 percent, we will require a constant linear mark-up of 30. 
Fifth reduction commitments from bound rates

As the Chair of the Agriculture negotiations has commented, bound rates, for better or worse, reflect the outcome of the UR and is the legal basis for tariff reduction in this Round. Arguments focused only on the need for cuts at an applied level, ignore the substantial contribution to improved market access developing countries have already offered increasing trade, and ignores the severe adjustment costs they have borne.  In our view, unilateral trade reform since the UR by developing countries cannot go unrecognised. 

Sixth the need for policy space for development is respected

Moreover, reductions from bound rates will reduce policy space and discretion, and provide greater certainty for exporters. And these, Mr Chairman, must also be seen as a positive contribution and concession to the negotiating process. At the same time, reductions should allow for some Policy Space to allow for further industrialization and diversification. NAMA 11 countries are willing to reduce their tariffs substantially from bound rates with cuts in applied rates. However due cognisance needs to be taken of those members that have made deep cuts in their bound rates and now have very low applied rates. 
Seventh appropriate flexibilities are provided to enable adjustment

It is also evident that developing countries applying any formula will take substantial cuts in applied rates providing even more market access. While we in the NAMA 11 are willing to make this additional contribution, we require flexibilities to effectively manage the social and economic adjustments that are an inevitable outcome of the process. Some WTO members, including NAMA 11 Members, will require greater flexibility than currently provided for by the numbers in the brackets of paragraph 8. Additional flexibilities may also be required by some developing country members, such as SACU, that are members of a Customs Union.
Conclusion
In Conclusion, Mr Chairman, I wish to express the commitment of NAMA 11 members to working with you and all WTO members to conclude the negotiation on Modalities by the end of this month. Our members are available to engage on the basis of these proposals and principles with a view to building consensus.
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