On, 18th October 2010, a workshop on the ‘State of play at the WTO with
focus on NAMA’ was organized in the conference room of WTO Unit Office
(H # 26, St # 56, F-7/4, Islamabad). The Joint Secretary (P&P) and Project
Director of the WTO unit, Mrs. Shaista Sohail, Chaired the Workshop and
was also the main speaker. The session was interactive and was also
attended by the Vice President of the Islamabad Chamber of Commerce
and Industry and representatives of the Ministry of Commerce and
Pakistan Stone Development Company.

The WTO unit working in the Policy and Planning wing of the MolP
has been dedicated to working on the Non Agriculture Market Access
(NAMA) negotiations and possible issues and implications for our industry
since 2007. It also analyses any ‘market access’ related developments
whether bilateral, regional or plurilateral that could affect Pakistan’s trade.

In this context the WTO Unit (Policy & Planning Wing) of the Ministry
of Industries and Production organizes workshops to raise awareness and
build capacity of the businesses and other stake holding departments.
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Sequence of presentation

JThe latest State of Play

Salient points of NAMA
negotiations on the table

JRoos, NTBs
Q& A



The WTO is a ‘cold issue’ on the World
Stage?

J Not withstanding

J That WTO has the ability to drive the global
economy out of recession

[ Political reality neither the Developed nor the
BRIC countries prepared to concede any
concessions.

[ Single undertaking a facilitator or impediment?
 Allow ‘Plurilateral Agreements’ to drive the WTO?



Implications for the WTO World

. Those with FTAs, RTAs thriving

. Larger global interests suffer.

. Subsidies to Ag continue.

J Commitments of Uruguay round prevail.

. Dispute Settlement cases on the rise



Implications for Pakistan

(J Lobbies and Vested interests prevail above the ‘National
Interest’.

d WTO bindings ensure continuity of tariff policy and
Services sectors transparent regime.
 Level Playing field for businesses

 TBT and SPS ensure that we take a proactive role in following
int. standards.

 Int. Standards are the irritant required to move businesses
towards Research and Dev

(J R&D in turn reduces business costs
] No worthwhile FTAs or RTAs.

1 Post flood EU concessions unilateral and non-negotiable?
Much below the current NAMA deal on the table




Current issues at the WTO

JProducts are “Made in the World”? Example
of | pod. French Senate Speech 15 Oct 2010

(INot obsolete from our point of view

I Trade Policy Reviews of Benin, Burkina Faso
Mali.
JFossil fuel subsidy reform and climatic change

DDG Singh. Int. institute for sustainable
development and UNEP. 14t October 2010.

JPublic Forum 15-16 September 2010




WTO UNIT’S ROLE IN THE BACK DROP

. Awareness raising about the WTO.

 Study existing commitments and discover
policy spaces for sensitive items/new industry.

JExtensive consultations with stake holders on
the paper.

AScrutiny of existing Trade Arrangements.
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Room W-WTO
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Implications of subsidies-Trade

distortion
® Trade is distorted if prices are higher or

lower than normal, and if quantities
produced, bought, and sold are also higher
or lower than normal

® I[mport barriers and domestic subsidies can
make crops more expensive on a country’s
internal market

® The higher prices can encourage over-
production
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Trade distortion contd...

® |f the surplus is to be sold on world markets,
where prices are lower, then export
subsidies are needed

B As a result, the subsidizing countries can be
producing and exporting considerably more
than they normally would

®m Domestic producers lose out to predatory
pricing/cross subsidization

m Fish subsidies..over exploitation
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NAMA'’s importance

NAMA products have accounted for almost 90% of the world
merchandise exports.

Uruguay Round :

Developed country:

— Tariff averages were reduced from 6.3% to 3.8%.
Developing countries:

— Binding coverage for NAMA products increased from 21%
to 73%

— Increased the predictability of trade.
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NAMA-Negos-Doha

Under the Doha Declaration, all members

negotiate for:

Reduction or elimination of:

m Tariffs; including Tariff-Peaks and High tariffs;
B Tariff escalation; and

® Non-Tariff Barriers _
Take into account the special needs and

interests of developing and least-developed
countries.

Particularly on products of export interest to
developing countries,



THE NAMA MODALITIES AS
CURRENTLY ON THE TABLE

Since December 2008 negotiations modalities are given in
TN/MA/W/103/Rev.3.

Main points about the ‘Swiss formula’ and related
modalities in the negotiations context are

— It produces deeper cuts on higher tariffs.

— Higher coefficient, lower reductions in tariffs and
vice versa.

— A coefficient of 8 for developed members.
— Choice of 20, 22 and 25 for developing members.
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NAMA-Use of Swiss formula Negos-
Doha

tl= (aorb)Xto
(aorb)+to
Initial conditions ensure thata >0
t1= Final bound rate of duty
t0= Base rate of duty
a = Coefficient for developed Members
b = Coefficient for developing Members

= Results in proportionately higher percentage cuts
for higher tariffs.

= The lower the coefficient "a" the higher the tariff
cut.
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Formula proposals under
consideration
1 Swiss Formula for cutting industrial tariffs

] Developed countries ‘Co-efficient 8’
 For developing countries

‘Co-efficient 20 22 25’
Flexibilities 14% 10% 0%

[ Co-efficient 20 plus 14% flexibilities ?
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Industrial sector- NAMA-Implications

* Bulk of our exports are concentrated in textile
and clothing and in two markets US and EU

* In US aduty from 8-32% is levied whereas in EU
therateis4to 12 %

* Situation is further compounded majority of our
competitors have duty free access in these
markets

* Tariff differential is negatively impacting the
biggest sector of our exports
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Pakistan, has two key objectives from Doha negotiations

e To seek

* Reduction of tariffs on items of
interest to its exporters present
and future

*Flexibility to provide adequate
protection



NAMA implications

 Most of our tariff lines, other than textile and
clothing and some items in auto sector are
bound at 75% while their applied rates are
upto 25%.

* |f a co-efficient of 20 is applied, the bound
rate of 75% would come down to about 16%
(15.79 to be exact) in 10 years from the date
of agreement.
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Coefficient of 20 & cuts in Tariff Bindings,

of Industrial Products in ten years

Bound Tariff Rate Coefficient of 20 Number of Tariff Lines*

5
15
20
25
30
40
50
55
60
70
75

4.00

8.57
10.00
11.11
12.00
13.33
14.28
14.67
15.00
15.56
15.79

114
84
23

669
74

214

985

591

813

504

1182
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Implications- NAMA

* Major beneficial impact on our exports in
particular for textiles and clothing

* In case of EU, our exporters would be paying
less than half the current levels or in the
range of 3% to 5% or less

* In case of the United States all tariff levels
would be reduced to less than 7%
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* US
* EU

All textiles and clothing:

e Existing average

9.2%
8.2%

Resulting average

3.7% 60%
3.9% 53%

Reduction
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Clothing only

 Existing average

Resulting average

* US 11.3%
* EU 11.6%

4.0%
4.7%

Reduction

64%
59%
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MolP’s conclusion

Analysis shows that while we are allowed to have
around 760 to 775 tariff lines under the flexibilities

There are about 1700 tariff lines which industry
wants to be protected

Discussions with stakeholders in public and private

sectors to finally select the requisite number of
tariff lines
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Conclusion

Tariff reduction clause and a non-tariff barriers removal are
both a challenge and an opportunity

We should not rely on high tariff protection
Emphasis should be on gaining

Competitive advantage, economies of scale and stable
pricing mechanism, Latest technologies, market
accessibility ,R & D, Linkages with academia

These would determine the growth prospects of our
economy and are areas where Pakistan is lagging behind.



WTO commitments: some positive implications

] Salient points to note:

d Government’s socio-economic policy geared to create
jobs, raise income and reduce poverty for 170 million
plus population.

Population break up: Below 19 years 54%, 20 to 39
years 27%, 40 to 59 years 13%, 60 years and above 6%

Under 25 years 100 million entering employment
market in increasing numbers every year to join
existing contenders for jobs

d Predictable committed multilateral market access will
encourage the required flow of investment both by
domestic and foreign investors



Recapitulate- WTO salient points

=] [=] [=][e]

[=]

Predictability: through binding and transparency
Promising not to raise a trade barrier can be as important
as lowering one,

The promise gives businesses a clearer view of their future
opportunities.

With stability and predictability, investment is encouraged,
jobs are created and consumers can fully enjoy the
benefits of competition — choice and lower prices.

The multilateral trading system is an attempt by
governments to make the business environment stable and
predictable.
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The end

= Come to the edge.
We might fall.
Come to the edge.
It's too high!
COME TO THE EDGE!
And they came,
and he pushed,
and they flew.

©Christopher Logue



Map of the Members of the WTO
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