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1. 




Draft  NAMA Modalities

Preamble

1.
In paragraph 16 of the Doha Ministerial Declaration, we agreed "to negotiations which shall aim, by modalities to be agreed, to reduce or as appropriate eliminate tariffs, including the reduction or elimination of tariff peaks, high tariffs, and tariff escalation, as well as non-tariff barriers, in particular on products of export interest to developing countries.  Product coverage shall be comprehensive and without a priori exclusions.  The negotiations shall take fully into account the special needs and interests of developing and least-developed Members, including through less than full reciprocity in reduction commitments, in accordance with the relevant provisions of Article XXVIII bis of GATT 1994 and the provisions cited in paragraph 50 of the Doha Ministerial Declaration. To this end, the modalities to be agreed will include appropriate studies and capacity‑building measures to assist least-developed countries to participate effectively in the negotiations." 

2.
Further to the Doha Development Agenda (DDA) mandate, and building on the results reached in Annex B of the General Council Decision of 1 August 2004 (the "NAMA Framework") and paragraphs 13 to 24 of the Hong Kong Ministerial Declaration, we hereby establish the following modalities for the non-agricultural market access (NAMA) negotiations which shall be applicable to all non-agricultural tariff  lines as defined in Annex 1.  

3.
We also agree that the results of the application of these modalities shall be reflected in schedules of concessions which shall be submitted and finalized in the Harmonized System 2002 nomenclature and prepared in accordance with document JOB(06)/99/Rev.1. We furthermore agree that initial comprehensive draft schedules shall be submitted no later than three months after the establishment of modalities. 
4.
These modalities do not create a new category or sub-category of WTO Members, nor do they create a precedent for future negotiations.  In applying these modalities, existing bindings shall not be raised except as provided by Article XXVIII of GATT 1994.
Formula

5.
The following formula shall apply on a line-by-line basis:
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where,

t1= Final bound rate of duty

t0= Base rate of duty 

a = [8-9] = Coefficient for developed Members

b = [19-23]  = Coefficient for developing Members
Elements regarding the formula

6.

(a) 
Product coverage shall be comprehensive without a priori exclusions.  

(b) 
Tariff reductions or elimination shall commence from the bound rates after full implementation of current concessions; however, for unbound tariff lines, we adopt a constant non-linear mark-up of 20 percentage points to the MFN applied rate in the base year to establish base rates for commencing tariff reductions. 

(c) 
The base year for MFN applied tariff rates shall be 2001 (applicable rates on 14 November).

(d)
All non-ad valorem duties shall be converted to ad valorem equivalents on the basis of the methodology outlined in document  TN/MA/20 and bound in ad valorem terms.
(e)
The reference period for import data shall be 1999-2001.

(f)
The tariff reductions for developed Members shall be implemented in 5 equal rate reductions and for developing Members in 9 equal rate reductions.  The first reduction shall be implemented on 1 January of the year following the entry into force of the DDA results and each successive reduction shall be made effective on 1 January of each of the following years. 

Flexibilities for developing Members subject to the formula

7.

(a)
Developing Members subject to the formula shall be given the following flexibility:


(i)  
applying less than formula cuts for up to 10 percent of  non-agricultural national tariff lines provided that the cuts are no less than half the formula cuts and that these tariff lines do not exceed 10 percent of the total value of a Member's non-agricultural imports; 



or


(ii)  
keeping, as an exception, tariff lines unbound, or not applying formula cuts for up to 5 percent of non-agricultural national tariff lines provided they do not exceed 5 percent of the total value of a Member's non-agricultural imports
.


We furthermore agree that this flexibility shall not be used to exclude entire HS Chapters.  
(b)
Where developing Members subject to the formula do not use the flexibility in sub‑paragraph (a) above, they shall apply a coefficient of  b + 3 in the formula.  

Flexibilities for developing Members with low binding coverage

8.

(a) 
As an exception, developing Members with a binding coverage of non-agricultural tariff lines of less than 35 percent will be exempt from making tariff reductions through the formula.  Instead, they shall bind 90 percent of non-agricultural tariff lines at an average level that does not exceed 28.5 percent.  

(b)
These tariff lines shall be bound on 1 January of the year following the entry into force of the DDA results at  initial bound rates. 

(c)
The initial bound rates shall be established as follows: for bound tariff lines the existing bindings shall be used, and for unbound tariff lines the Member subject to this modality will determine the level of the initial binding of those tariff lines.  

(d)
 The overall binding target average shall be made effective at the end of the implementation period as follows:  the tariff reductions shall be implemented in 9 equal rate reductions. The first reduction shall be implemented on 1 January of the second year following the entry into force of the DDA results and each successive reduction shall be made effective on 1 January of each of the following years.   

(e)
All duties shall be bound on an ad valorem basis.  Existing bindings on a non ad valorem basis shall be converted to ad valorem equivalents on the basis of the methodology outlined in document  TN/MA/20.
Sectoral negotiations

9.
The sectoral tariff reduction component is another key element to achieving the objectives of Paragraph 16 of the DDA.  Participation in sectoral initiatives is on a non-mandatory basis.  Such initiatives shall aim to reduce, harmonize or as appropriate eliminate tariffs, including the reduction or elimination of tariff peaks, high tariffs and tariff escalation, over and above that which would be achieved by the formula modality, in particular on products of export interest to developing Members. 

10.
Progress has been made in a variety of sectoral initiatives, where discussions among participants have focused on: defining the critical mass which may include the share of world trade and level of participation of competitive producers; the scope of product coverage; the implementation period for tariff reduction or elimination; and special and differential treatment for developing-country participants.

11.
At the Hong Kong Ministerial Conference, Ministers instructed Members to identify sectoral initiatives which could garner sufficient participation.  Sectoral initiatives currently proposed are: automotive and related parts; bicycle and related parts; chemicals; electronics/electrical products; fish and fish products; forest products; gems and jewellery; hand tools; open access to enhanced health care;  raw materials; sports equipment; toys; and textiles, clothing and footwear.

12.
Members participating in sectoral initiatives are instructed to intensify their work in accordance with the following timetable and with a view to incorporating any outcomes of such negotiations on an unconditional basis in their final comprehensive draft schedules:

(a)
by the establishment of modalities (EOM), the proponents of each sectoral initiative shall propose the specific modalities to be applied to the products covered in each initiative;

(b)
by the EOM plus 1 month, Members intending to participate in a sectoral initiative are encouraged to so indicate to the proponents of the relevant sectoral initiative as well as to the Secretariat;  and
(c)
by the EOM plus 3 months, the participants in the sectoral initiatives shall incorporate any outcomes of such negotiations on a conditional basis in their comprehensive draft schedules.  
Small, Vulnerable Economies

13.
With the exception of developed Members, those Members having a share of less than 0.1 percent of world NAMA trade for the reference period of 1999 to 2001 or best available data as contained in document TN/MA/S/18 may apply the following modality of tariff reduction instead of the formula modality which is contained in paragraphs 5, 6 and 7 above. 

(a)  
Members with a bound tariff average of non-agricultural tariff lines:
 

(i)
at or above 50 percent shall bind all their non-agricultural tariff lines at an average level that does not exceed an overall average of 22 percent;

(ii)
at or above 30 percent but below 50 percent shall bind all their non-agricultural tariff lines at an average level that does not exceed an overall average of 18 percent;  and

(iii)
below 30 percent shall bind all their non-agricultural tariff lines at an average level that does not exceed an overall average 14 percent. 


Fiji shall be deemed to fall under (i). 

In addition, 95 percent of all non-agricultural tariff lines shall be subject to a minimum cut of 10 percent.

(b)
All tariff lines shall be bound on 1 January of the year following the entry into force of the DDA results at initial bound rates. 

(c)
The initial bound rates shall be established as follows: for bound tariff lines the existing bindings shall be used, and for unbound tariff lines the Member subject to this modality will determine the level of the initial binding of those tariff lines.  

(d)
The overall binding target average shall be made effective at the end of the implementation period as follows:  the tariff reductions shall be implemented in 9 equal rate reductions. The first reduction shall be implemented on 1 January of the year following the entry into force of the DDA results and each successive reduction shall be made effective on 1 January of each of the following years.   

(e)
All duties shall be bound on an ad valorem basis.  Existing bindings on a non ad valorem basis shall be converted to ad valorem equivalents on the basis of the methodology outlined in document  TN/MA/20.
Least Developed Countries (LDCs)

Flexibilities for LDCs

14.
LDCs shall be exempt from participating in the formula for tariff reduction and the sectoral approach.  However, as part of their contribution to the DDA, LDCs are expected to substantially increase their level of tariff binding commitments.  Individual LDCs shall determine the extent and level of tariff binding commitments in accordance with their individual development objectives.   All new tariff binding commitments shall be on an ad valorem basis. For existing bindings which are not on an ad valorem basis, LDCs are encouraged to convert them to ad valorem equivalents on the basis of the methodology outlined in document TN/MA/20 and bind them in ad valorem terms.
Market Access for LDCs

15.
The Decision on Measures in Favour of Least-Developed Countries contained in Annex F of the Hong Kong Ministerial Declaration (the "Decision") shall be fully implemented as agreed. 

16.
Accordingly, by the time Members submit their comprehensive draft schedules of concessions, developed Members shall, and developing Members declaring themselves in a position to do so should:

(a)
inform the WTO of the products that are currently covered under duty-free and quota-free market access for  LDCs; 

(b)
notify the internal procedures by which they will implement the Decision; and

(c)
provide an indication of the time frame within which they intend to fully implement the Decision as agreed. 

Recently Acceded Members (RAMs)

17.
The RAMs shall apply the modality provided for in either paragraphs 5, 6 and 7 or paragraph 13, as applicable.   

18.
In addition, the RAMs applying the formula shall be given: 
(a) 
a grace period of 2 years which shall apply on a line-by-line basis and which shall begin as of the date of full implementation of the accession commitment on that tariff line;  and
(b)
an extended implementation period of 2 equal rate reductions to that provided in paragraph 6(f) to implement their Doha commitments.  The first reduction shall be implemented on 1 January of the year following the entry into force of the DDA results with the exception of those tariff lines covered by (a) above where the first reduction shall be implemented on 1 January of the year following completion of the grace period.  In both these cases, each successive reduction shall be made effective on 1 January of each of the following years. 
19.
Armenia, Former Yugoslav Republic of Macedonia, Kyrgyz Republic, Moldova, Saudi Arabia and Viet Nam shall not be required to undertake tariff reductions beyond their accession commitments. 

Supplementary Modalities

20.
Members may use the request & offer approach as a supplementary modality.  Members engaging in such negotiations shall incorporate any outcomes in their final comprehensive draft schedules. 

Elimination of low duties

21.
Members are asked to consider the elimination of low duties.

Non-tariff barriers (NTBs)

22.
The reduction or elimination of NTBs is an integral and equally important part of the objectives of paragraph 16 of the DDA.  More specifically, initiatives in this area shall aim to reduce or eliminate, as appropriate, NTBs,  in particular on products of export interest to developing Members and to enhance market access opportunities achieved through the tariff formula modalities and sectoral initiatives.

23.
Progress has been made in the identification, examination and categorization of NTBs. Discussions have focused on defining the nature of the barriers, the scope of products affected and potential solutions. Negotiating proposals including legal texts and bilateral requests have been submitted on a number of measures including on horizontal issues such as export taxes, export restrictions and remanufactured goods as well as on vertical initiatives such as electronic products, textiles, clothing, footwear and travel goods, and wood products. Proposed legal texts on a procedure for resolving future NTBs are also under discussion. 

24.
Without prejudice to the final result on any of the current proposals and requests, and while noting that substantive differences remain in Members’ positions on some of the proposals, text-based negotiations are now required to obtain results in line with the mandate. To facilitate the text-based negotiations, Members are encouraged, where possible, to merge similar proposals.  Members are also encouraged to work towards the mutually satisfactory resolution of bilateral requests.

25.
Members are instructed to finalise their work as early as possible before the submission of the final  comprehensive draft schedules in order to allow for sufficient time to multilateralize the outcomes through inter alia incorporating the outcome of the negotiations where appropriate into Part III of their schedules. 

26.
Any outcome shall take fully into account the principle of special and differential treatment for developing and least-developed Members.

Capacity-Building Measures
27.
Members are committed to exploring and enhancing effective delivery mechanisms to assist LDCs, and Members in the early stages of development, through trade capacity-building measures to assist them in addressing challenges that may arise from increased competition as a result of MFN tariff reduction and inherent supply side capacity constraints.  These mechanisms shall be designed to enable LDCs, and Members in the early stages of development, to take advantage of increased market access opportunities and shall assist them to meet technical standards/requirements and to address product and market diversification as well as to overcome other non-tariff measures.
Non-reciprocal preferences
28.
MFN liberalization resulting from the DDA will erode non-reciprocal preferences in respect of a limited number of tariff lines which are of vital export importance for developing Members beneficiaries of such preferences.  As a result, and in order to provide these Members with additional time for adjustment, the reduction of MFN tariffs on those tariff lines shall be implemented in 7 equal rate reductions instead of 5 equal rate reductions by the preference-granting developed Members concerned. The first reduction shall be implemented on 1 January of the year following the entry into force of the DDA results and each successive reduction shall be made effective on 1 January of each of the following years.  The relevant tariff lines shall be those contained in Annex [2] for  the European Communities and  in Annex [3] for the United States.  
Non-agricultural environmental goods

29.
The Committee on Trade and Environment in Special Session (CTESS)  is working with a view to reaching an understanding on environmental goods.  Members are instructed to take guidance from this work and initiate negotiations, without prejudging their outcome, on the reduction or, as appropriate, elimination of tariffs and NTBs on non-agricultural environmental goods. 

Annex 1
Product Coverage of Non-Agricultural Products at the tariff line level 
in the Harmonized System 2002 Nomenclature

The modalities for non-agricultural products shall cover the following products:
 

(a) 
Fish and fish products defined as:

	
	Code/ Heading
	Product Description


	
	
	

	
	Chapter 3
	Fish and crustaceans, molluscs and other aquatic invertebrates

	
	05.08
	Coral and similar materials, unworked or simply prepared but not otherwise worked; shells of molluscs, crustaceans or echinoderms and cuttle-bone, unworked or simply prepared but not cut to shape, powder and waste thereof

	
	05.09
	Natural sponges of animal origin

	
	0511.91
	-- Products of fish or crustaceans, molluscs or other aquatic invertebrates; dead animals of Chapter 3

	
	1504.10
	- Fish-liver oils and their fractions

	
	1504.20
	- Fats and oils and their fractions, of fish, other than liver oils

	
	1603.00 ex
	- Extracts and juices fish or crustaceans, molluscs or other aquatic invertebrates

	
	16.04
	Prepared or preserved fish; caviar and caviar substitutes prepared from fish eggs

	
	16.05
	Crustaceans, molluscs and other aquatic invertebrates, prepared or preserved

	
	2301.20
	- Flours, meals and pellets, of fish or of crustaceans, molluscs or other aquatic invertebrates


(b) 
Chapters 25 to 97, except the following agricultural products:

	
	Code/ Heading
	Product Description6

	
	
	

	
	2905.43
	-- Mannitol

	
	2905.44
	-- D-glucitol (sorbitol)

	
	2905.45
	-- Glycerol

	
	33.01
	Essential oils (terpeneless or not), including concretes and absolutes; resinoids; extracted oleoresins; concentrates of essential oils in fats, in fixed oils, in waxes or the like, obtained by enfleurage or maceration; terpenic by-products of the deterpenation of essential oils; aqueous distillates and aqueous solutions of essential oils

	
	3302.10 ex
	--Of a kind used in the manufacture of beverages

	
	35.01
	Casein, caseinates and other casein derivatives; casein glues 

	
	35.02
	Albumins (including concentrates of two or more whey proteins, containing by weight more than 80% whey proteins, calculated on the dry matter), albuminates and other albumin derivatives

	
	35.03
	Gelatin (including gelatine in rectangular (including square) sheets, whether or not surface-worked or coloured) and gelatin derivatives; isinglass; other glues of animal origin, excluding casein glues of heading 35.01

	
	35.04
	Peptones and their derivatives; other protein substances and their derivatives, not elsewhere specified or included; hide powder, whether or not chromed

	
	35.05
	Dextrins and other modified starches (for example, pregelatinised or esterified starches); glues based on starches, or on dextrins or other modified starches 

	
	3809.10
	- With a basis of amylaceous substances

	
	38.23
	Industrial monocarboxylic fatty acids; acid oils from refining; industrial fatty alcohols

	
	3824.60
	- Sorbitol other than that of subheading 2905.44

	
	41.01
	Raw hides and skins of bovine (including buffalo) or equine animals (fresh, or salted, dried, limed, pickled or otherwise preserved, but not tanned, parchment-dressed or further prepared), whether or not dehaired or split 

	
	41.02
	Raw skins of sheep or lambs (fresh, or salted, dried, limed, pickled or otherwise preserved, but not tanned, parchment-dressed or further prepared), whether or not with wool on or split, other than those excluded by Note 1 (c) to this Chapter.

	
	41.03
	Other raw hides and skins (fresh, or salted, dried, limed, pickled or otherwise preserved, but not tanned, parchment-dressed or further prepared), whether or not dehaired or split, other than those excluded by Note 1 (b) or 1 (c) to this Chapter

	
	43.01
	Raw furskins (including heads, tails, paws and other pieces or cuttings suitable for furriers' use), other than raw hides and skins of heading 41.01, 41.02 or 41.03

	
	50.01
	Silk-worm cocoons suitable for reeling

	
	50.02
	Raw silk (non-thrown)

	
	50.03
	Silk waste (including cocoons unsuitable for reeling, yarn waste and garnetted stock)

	
	51.01
	Wool, not carded or combed

	
	51.02
	Fine or coarse animal hair, not carded or combed 

	
	51.03
	Waste of wool or of fine or coarse animal hair, including yarn waste but excluding garnetted stock

	
	52.01
	Cotton, not carded or combed

	
	52.02
	Cotton waste (including yarn waste and garnetted stock)

	
	52.03
	Cotton, carded or combed

	
	53.01
	Flax, raw or processed but not spun; flax tow and waste (including yarn waste and garnetted stock)

	
	53.02
	True hemp (Cannabis sativa L.), raw or processed but not spun; tow and waste of true hemp (including yarn waste and garnetted stock)


� It is understood that the options in sub-paragraph 7(a)(ii) (keeping tariff lines unbound or not applying formula cuts) may be combined but cannot together exceed the 5 percent of tariff lines and the 5 percent of non�agricultural imports.  


� Developing Members concerned are: Cameroon; Congo, Côte d'Ivoire; Cuba; Ghana; Kenya; Macao, China; Mauritius; Nigeria; Sri Lanka; Suriname; and Zimbabwe. 


� See document TN/MA/S/4 and Corr.1 for the bound tariff averages of Members.  


� Albania, Armenia, China, Chinese Taipei, Croatia, Ecuador, Former Yugoslav Republic of Macedonia, Georgia, Jordan; Kyrgyz Republic, Moldova, Mongolia, Oman, Panama,  Saudi Arabia and Viet Nam. 


� The following deviations are noted without prejudice to the rights and obligations of Members and without creating a precedent for future negotiations.  Firstly, Japan will schedule as non-agricultural products the following HS2002 Codes: 1212.20 (Seaweeds and other algae), 1302.31 (Agar-agar) and 2106.90ex (Other food preparations not elsewhere specified or included, with the largest single ingredient consisting of products specified in sub-heading 1212.20 by weight; Hijikia fusi-formisu; and seaweed products).  Secondly, the following Members will schedule some of the HS2002 Codes and Headings covered by paragraphs (i) and (ii) as agricultural products: the European Communities (1603.00ex and 3302.10), India (1603.00ex and 1605), Turkey (1603.00ex, 1604 and 1605) and Switzerland (05.08, 0511.91, 1504.10, 1504.20 and 2301.20).  


� The product descriptions for HS Codes with ex-outs are specific and do not cover the entire 6-digit HS Code.
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