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The following communication, dated 21 June 2006, is being circulated at the request of the Delegations of Costa Rica, Ecuador, Nicaragua, Pakistan, Panama and Uruguay.
_______________

I. Introduction

1. The Doha Work Programme places the needs and interests of all developing countries at the centre of the negotiations.  The Doha Ministerial Declaration is clear in paragraph 2 that "We seek to place their needs and interests at the heart of the Work Programme adopted in this Declaration".  In this regard, we shall respect the objectives established in the Declaration for all developing countries, since the Declaration does not discriminate nor differentiate in their Market Access opportunities.
2. In pursuance of the development objectives of the Round, following the Market Access mandates of Agriculture and NAMA and the fundamental principle of the most favoured nation, trade distortions and discriminations shall not be allowed to persist for longer periods of time than those to be agreed for the normal commitments of developed countries in all Market Access areas of the negotiations.
3. The export interests of all developing countries across the negotiations in both NAMA and Agriculture shall be respected and shall move towards MFN treatment, i.e. achieving a leveled playing field for all developing countries.
II. Objectives and principles
A. The Mandates
4. With regard to the Market Access mandates, we reiterate the commitments that have been agreed:
(a) In Agriculture, the Doha Declaration calls for "substantial improvements in Market Access".  Additionally, paragraph 27 of the July Framework recalls this commitment.

(b) In NAMA, paragraph 16 of the July Framework states that:

"We agree 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."
5. With regard to the mandate of preference erosion, on both areas of negotiation the mandate is clear in the sense that the issue of preference erosion needs "to be addressed", as the agriculture mandate indicates, or "to be take(n) into consideration".  However, the mandate does not call for any type of trade solution.  Moreover, the mandate does not give any guidance for a solution that will have a direct negative impact on other developing countries that export on an MFN basis and expect to have the right to gain fully from the Market Access outcomes of the Round.

(a) In the Agriculture negotiations, the July 2004 Framework mentions only that the issue will be addressed.  Paragraph 44 of the Agreed Framework states:
"The importance of long-standing preferences is fully recognised.  The issue of preference erosion will be addressed..."
(b) In the NAMA negotiations, the Hong Kong Ministerial Declaration adopted on 18 December 2005 refers only to possible solutions.  Paragraph 20 of the Declaration states: 

"As a supplement to paragraph 16 of the NAMA Framework, we recognize the challenges that may be faced by non-reciprocal preference beneficiary Members as a consequence of the MFN liberalization that will result from these negotiations.  We instruct the Negotiating Group to intensify work on the assessment of the scope of the problem with a view to finding possible solutions."
6. We therefore emphasize that the Market Access mandate is clear and unambiguous.  Nowhere in any agreed mandate has there been a trade solution for the issue of preference erosion that will unfairly deny the benefits that the Market Access mandate shall give to all Members. 

III. Proposal for ADDRESSING THE ISSUE OF PREFERENCE EROSION:

7. It has been recognized that there will be a very limited number of countries with a very limited number of products that will face the challenges of MFN liberalization. The solution shall be targeted and directed towards specific countries with specific needs. 

8. We propose the following treatment for such countries facing the challenge of preference erosion in an MFN liberalization:

(a) Targeted and coordinated Aid for Trade, following paragraph 57 of the Hong Kong Ministerial Declaration should be the central part of the solution; and/or

(b) Expanded MFN Market Access for products which are of vital export importance to preference-receiving Members;  and/or
(c) Targeted technical assistance programmes and other appropriate measures, provided by the preference-granting Member, to assist preference-receiving Members to diversify their export base; and/or
(d) Additional financial assistance and capacity building to address supply constraints promote diversification and assist in adjustment and restructuring.

IV. Final Remarks

9. Preference Erosion is a predictable and unavoidable outcome of multilateral trade liberalization negotiations. In committing to the Doha Round, all Members, including all developing countries committed to an erosion of all kinds of preferences, reciprocal and non-reciprocal. 

10. Market Access gains for all developing countries shall not be held hostage by the present distortions. The gains of Market Access, which are the core of the development objectives of the Round, should be fair and for all developing countries. 

11. Modalities on Market Access on all areas of the negotiation shall not in any way allow for longer periods or lesser cuts in developed markets. This would correspond to special and differential treatment in favour of developed countries and prolonged discrimination among developing countries. 

12. Furthermore, all developing countries shall have the right to benefit from the gains achieved in Market Access in all areas of the negotiation. Any special treatment to prolong discrimination would contradict this and would be a serious breach of the mandates, of the development objective of the Round, and of the raison d'être of the multilateral trade negotiations
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