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 NAMA
 Introduction to NAMA negotiations
 ITUC
 Geneva Office
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 What is NAMA
 • NAMA stands for Non-Agricultural Market Access
 • NAMA is part of the WTO negotiations in the Doha Development Round
 • NAMA negotiations aim to reduce tariffs and non-tariff barriers in non agricultural products
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 Which products are included in NAMA
 • Manufactured goods such as textiles and clothing, electronics, machinery, glassware, plastic and rubber products, chemicals, vehicles and metal products,
 • Natural resources such as iron and steel, aluminium, copper etc.
 • Forestry products, wood and wood products and paper and paper products
 • Fish and fishery products
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 Why are NAMA negotiations important for trade unions?
 • NAMA negotiations focus on reduction in tariffs, which would allow foreign products to come in cheaper into domestic markets, which could have an impact on domestic industries and employment where these industries are at an early stage of development and/or not competitive
 • NAMA negotiations focus on tariff reductions through the use of a Swiss formula. This is a formula that reduces high tariffs much more than low tariffs. Developing countries generally have high tariffs (the average is 29.4%). Their tariffs would be reduced much more than the tariffs of developed countries through a Swiss formula
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 Why are NAMA negotiations important for Trade Unions
 • NAMA negotiations which include high tariff cuts could lead to unemployment in developing countries in many sectors
 • NAMA negotiations with high tariff cuts would take away the possibility to develop industries in the future as higher tariffs would be needed when industries are at an early stage of development. Therefore NAMA negotiations will affect developmental and trade policies.
 • Tariff reductions would increase competition and pressure on workers, wages and working conditions
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 Tariff reductions
 • Tariff reductions are made from the bound rates. • Bound rates are maximum rates• Applied rates are the rates that are actually
 charged on goods coming into the country.• Applied rates are therefore lower than bound
 rates• There is an applied rate for each product, but not
 a bound rate for each product. Some countries have kept a number of tariff lines unbound
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 Which countries have to make tariff cuts?
 • Different groups make different tariff cuts.
 • LDCs are exempted from making tariff cuts
 • Countries with a low level of binding will be exempted from making tariff cuts (paragraph 6 countries)
 • All other countries will make tariff cuts according to the formula
 • There will be a Swiss formula with two coefficients, one for developed countries and one for developing countries
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 What is the Swiss formula
 • The Swiss formula is a non-linear formula, it cuts high tariffs more than low tariffs.
 • The cuts are made in bound tariffs, these are maximum tariffs. Applied tariffs are generally lower and are the tariffs that are applied in practice
 • There is a coefficient in the formula. The higher the coefficient, the lower the tariff cuts, and the lower the coefficient the higher the tariff cuts
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 Swiss Formula• Final Tariff = Coefficient x Initial Tariff
 -----------------------------------Coefficient + Initial Tariff
 • Initial Tariff: Bound rate or marked-up base rate for unbound lines• The Coefficient becomes the ceiling, irrespective of the initial
 rates• It results in harmonisation of a countries’ tariffs: sectoral• It also results in international harmonisation of tariff profiles• Coefficients still to be agreed: 10, 15, 20, 30..?
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 ExamplesCoefficient = 10 Coefficient = 20
 Example: tariff line Swiss (15) – South Africa
 initial - % final - %10 5.040 8.0100 9.1200 9.5
 initial - % final - %10 6.740 13.3100 16.7200 18.2
 HS Code Description Bound Applied Final
 6301 Blankets 45% 34% 11.25%
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 What does the Swiss formula?
 • For example the bound rate of country X is 30%. If we use a coefficient of 30 we get:
 • 30*30 / 30+30 = 15. So the new tariff will be 15%
 • This is a reduction of 50% (from 30 to 15)• If we use a coefficient of 10 we get:• 30*10 / 30+10 = 7.5 So the new tariff is
 7.5%. • This is a reduction of 75% (from 30 to 7.5)
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 What does the Swiss formula?
 • The Swiss formula is applied to all tariff lines (products), no line is excluded (except for flexibilities)
 • No average cut is allowed as was the case in the Uruguay round when you could cut for example some tariff lines by 20% and other by 40% as long as the average cut was 30%
 • A coefficient of 30 would cut tariffs by around 50%. A coefficient of 10 would cut tariffs by around 75%
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 Flexibilities
 • The flexibilities are defined in paragraph 8 of the July framework
 • Flexibilities allow for either exemptions of tariff cuts for a specific percentage of tariff lines, or for lower cuts for a specific percentage of tariff lines.
 • The exact percentages still have to be decided upon. The current numbers in brackets are 5% of tariff lines subject to exemption of reduction or 10% of tariff lines less than formula cuts
 • NAMA universe: between 5,000 and 8,000 tariff lines, so Paragraph 8 will allow a to differentiate between 250 and 800 sensitive tariff lines (products)
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 Flexibilities
 • Flexibilities are very important as they could allow for less or no reduction of specific tariff lines.
 • Flexibilities would enable a country to select sensitive sectors from an employment point of view, to be shielded against tariff cuts
 • The percentages of 5% and 10% are too low to offer enough protection for sensitive sectors in many countries
 • Many countries have not yet looked into how much flexibilities they would need and which tariff lines they would need to exempt
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 Small and Vulnerable Economies (SVEs)
 • Small and Vulnerable economies will get special treatment, as decided in Hong Kong
 • This treatment will either be something between a para 6 like treatment, i.e. no tariff cuts but binding of tariffs, and a para 8 treatment, and could include also more flexibilities on paragraph 8 (higher percentage of tariff lines exempted or lesser reduction)
 • SVEs are defined as those countries having a share of less than 0.1% of NAMA trade (exports and imports) of world trade during 1999-2001
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 Binding of tariffs• Many developing countries still have a large part of their tariffs
 unbound. It means that they have not set a maximum tariff for a product
 • Binding is a huge concession. Countries give up the freedom to raise tariffs above a certain level
 • The NAMA negotiations aim to bind (set maxima) to (almost) all tariff lines
 • Different groups will have different commitments to make• LDCs do not have to make tariff cuts but they have to bind their
 tariffs substantially• Paragraph 6 countries (with les than 35% of their tariff lines bound)
 do not have to make tariff cuts but they have to bind their tariffs• All other developing countries will have to bind their tariffs. The tariff
 reduction formula will then be applied to the newly bound tariff.
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 Binding of tariffs proposals
 • LDCs: individual LDCs will determine the extent and level of tariff binding commitments in line with their development objectives
 • Para 6 countries: have to bind [70-100% of] their tariff lines at an average level no more than 28.5%
 • Others: a constant non-linear mark-up will be used of between 5 and 30 percentage points, to be added to the applied tariff in 2001.
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 Sectorals
 • Sectoral negotiations aim to get tariff cuts higher than under the formula for a specific sector, and preferably elimination of all tariffs
 • Specific proposals have been made for the following sectors: auto and autoparts, bicycles, chemicals, electronics, fish, forest, pharmaceuticals, gems and jewelry, raw materials, sports equipment, textiles, clothing and footwear.
 • Participation in sectorals is voluntary

Page 19
                        

19
 Non Tariff Barriers (NTBs)
 • The NAMA negotiations aim at reduction or elimination of NTBs
 • NTBs include technical barriers, regulations, health and safety measures etc.
 • Proposals have been made, NTBs have been identified and solutions to deal with these are sought
 • Proposals by the EU and Japan aim at eliminating export support such as export taxes and export restrictions
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 Preference erosion
 • A number of small and least developed countries depend on preferential access to developed country markets for an important share of their exports, both in agriculture and in industrial products
 • It means that they pay lower tariffs or no tariffs to get their goods into developed country markets
 • If tariffs are high in developed countries and the preferences allow for duty free access this means that the preference margin is high, and preference receiving countries have an advantage in getting into markets compared to their competitors
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 Preference erosion
 • Lowering tariffs in developed countries would lower the preference margin that preference receiving countries get, and would thus have an effect on their exports vis-à-vis their competitors
 • Main products affected by preference erosion would be textiles and clothing, footwear, fish, aluminium, iron and steel, some tools and ceramics
 • Treatment could be lower reductions on tariffs of products sensitive to preference erosion, longer implementation periods, separate treatment, financial assistance
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 State of negotiations
 • The main demandeurs are the EU and US• They want the developing countries to make cuts of up
 to 70% in their bound rates (coefficient of 15)• Some developing countries are grouped in the NAMA 11.
 There position is that there should be a difference of 25 points between the coefficient for developed and developing countries
 • The EU and US do not want more flexibilities than currently in brackets
 • The NAMA 11 considers the percentages for flexibilities in brackets as a bare minimum
 • Chile Proposal
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 State of negotiations
 • Negotiations have resumed and negotiators have indicated their intention to get key modalities by the end of July on Agriculture and NAMA, this is likely to run into September or October
 • Draft text of modalities will come out mid July. There is pressure on developing countries to go along with deep tariff cuts
 • Brazil has opposed a coefficient of 15 but seems less vocal on a coefficient of 20. Convergence might arise around a coefficient of 25
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 ICFTU simulations
 • The ICFTU has undertaken simulations of possible NAMA scenarios and their effects on bound and applied tariffs in 13 developing countries and for a number of sectors
 • The simulations looked at a Swiss formula with coefficients of 15 and 30 and an ABI formula with factor 3
 • Employment figures at sectoral level are used
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 ICFTU simulations: Main results
 • All sectors will see a substantial reduction of bound and applied tariffs, with no possibility to protect those that need higher tariffs.
 • Flexibilities are very low at the moment.• Many jobs are potentially at risk• Jobs are in the formal economy, with a certain level of
 protection and rights• Countries have different tariff structures and different
 industrial structures but are treated similar• Low binding of tariffs hampers policy space and
 industrial development
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 ICFTU simulations: Main results
 • Countries: Argentina, Brazil, Colombia, Costa Rica, Uruguay, Mexico, Peru, South Africa, Tunisia, Morocco, India, Indonesia, Philippines
 • Many of these countries have high unemployment rates• Main sectors affected: textiles and clothing, leather,
 footwear, rubber and plastic products, automobiles and furniture.
 • Reduction in bound rates of around 70% on average for a coefficient of 15
 • Reduction in bound rates of around 55% on average for a coefficient of 30
 • Reduction in applied rates differ per country and per sector but reductions of up to 70% can be found depending on the sector and the country
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 New bound rates with a Swiss 15
 textiles clothing leather footwear plastic rubber automobile
 Argentina 10.5 10.5 10.5 10.5 8.9 10.5 10.5
 Brazil 10.5 10.5 10.5 10.5 9 10.5 10.4
 South Africa
 9.4 11.2 9.1 10 9.2 9.5 11.5
 Malaysia 9.3 9.1 8.8 9.9 9.8 na 9.1
 India 10 13 na na 10.9 10.6 10.9
 Indonesia 10 10.5 10.9 10.9 10.9 10.9 10.8
 Philippines
 10 10 11.5 11.5 10 9 9.3
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 Percentage reduction in applied rates with Swiss 15
 textiles clothing leather footwear plastic rubber automobile
 Argentina 50 47 47 47 35 30 62
 Brazil 39 39 47 47 22 30 46
 South Africa
 57 71 56 66 43 55 65
 Malaysia 56 52 - 44 43 na 66
 India 33 14 na na 28 28 73
 Indonesia 15 30 12 12 15 15 61
 Philippines
 - 33 13 13 13 - 61
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 Percentage reduction in applied rates with Swiss 30
 textiles clothing Leather footwear plastic rubber automobile
 Argentina 20 20 20 20 8 - 42
 Brazil 6 6 19 17 - - 20
 South Africa
 38 55 38 50 17 34 44
 Malaysia 37 32 - 16 15 na 51
 India - - na na - - 58
 Indonesia - - - - - - 40
 Philippines
 - - - - - - 44
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 Sectors: Textiles Swiss 15
 0102030405060708090
 100
 reduction inbound rates
 reduction inapplied rates
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 Sectors: Clothing Swiss 15
 0102030405060708090
 100
 reduction inbound rates
 reduction inapplied rates
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 Sectors: Automobile Swiss 15
 0102030405060708090
 100
 reduction inbound rates
 reduction inapplied rates
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 Sectors: Furniture Swiss 15
 0102030405060708090
 100
 reduction inbound rates
 reduction inapplied rates
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 Sectors: Plastic Swiss 15
 0102030405060708090
 100
 reduction inbound rates
 reduction inapplied rates
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 conclusions• Proposals are not in line with mandate and do not respect the
 principle of less than full reciprocity• Proposals are not in line with the ambition in Agriculture• Proposals are anti-development• One size fits all approach cannot deliver on development• Will lead to more unemployment in developing countries with no
 safety nets• Will lead to less formal employment • Will lead to increased pressure on wages and working conditions• Proposals will further increase poverty in developing countries.• Proposals will lead to deindustrialization and will prevent future
 industrial development
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 What could trade unions do
 • Lobby• Research on flexibilities • Actions/mobilizations• Work together both on strategy and exchange of
 information• Listserves• NAMA 11 trade union group and statement• Conference calls• Workshops
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 Positions of unions in other countries
 • Research, lobby, Nedlac and demos in south africa
 • Research and lobby in Argentina• Research and lobby in Brazil• Research, lobby and capacity building in India• Lobby in Indonesia• Lobby and capacity building in the Philippines• EU position• US position
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