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THE IMPORTANCE OF A SPECIAL SAFEGUARD MECHANISM IN AGRICULTURE AT THE WTO FOR THE DEVELOPING COUNTRIES
By Martin Khor (Third World Network)

I.  INTRODUCTION

One of the most critical issues being negotiated in the World Trade Organisation’s Doha Work Programme is the establishment of a Special Safeguard Mechanism (SSM) within the WTO’s Agreement on Agriculture.

The SSM is one of two new instruments that many developing countries with mainly defensive interests in agriculture are advocating in order to defend their triple concerns of food security, farmers’ livelihoods and rural development.  The other instrument is the concept of “Special Products” (SPs), i.e. that products important for food security, farmers’ livelihoods and rural development, should be subjected to no or low tariff reductions in the Doha programme.  
Both instruments have emerged from the concern of these developing countries that increased imports and import surges are affecting the livelihoods of local farmers as many of their products have been overwhelmed by cheaper imports.

The SSM is a tool to enable developing countries to raise their tariffs above the bound rates in the event of a fall in price of the imported product or an increase in volume of he imported product, beyond certain levels.  The increase in tariffs is meant to result in maintaining the import price (or at least to ensure that the increase will be moderated) so that the local agricultural products will not be adversely affected (or at least not affected to the full degree if no action is taken).

The group leading the advocacy for SP and SSM is the Group of 33, which comprises more than 40 developing countries in the WTO with mainly defensive interests in agriculture.   However the G33 is also supported in principle by other groupings of developing countries, including the ACP Group, the African Group and the LDC Group.  Together these groups form a majority of the developing countries that are members of the WTO.

The G33 has so far remained united in their long efforts to get the SSM accepted into the WTO system.  They have succeeded in getting the SSM accepted in principle in the WTO’s July 2004 Framework on Agriculture and the WTO’s Hong Kong Ministerial Declaration of December 2005.  

The G33 has also submitted detailed proposals and several other papers on the SSM, including a draft text of the provisions on the operations of the SSM, that is proposed to be incorporated as a new section in the Agreement on Agriculture (See Annex 2 as well as Group of 33, 2006). 
However, although all WTO members have in principle accepted that a SSM will be established, some developed countries (particularly the United States) and some developing countries with an export interest in agriculture (such as Thailand, Argentina, Paraguay, Uruguay) have sought to restrict the use of the SSM, for example by limiting the number of times it can be used, and by limiting the remedy (i.e. the degree to which the SSM import tariffs can be raised).  
While the G33 argues that the SSM must be simple to use and effective in that it can provide an adequate remedy to the threat of import surges, the proposals of the opposite camp would seriously limit the ability of developing countries to make use of the instrument (and when they do make use of it, to limit the extent to which it can be useful in terms of controlling the import price fall or the import volume surge).

This paper examines the problems that have led to the advocacy of the SSM, the rationale for having a special safeguard for developing countries, the points raised to limit the use of the SSM and the arguments used to counter these points.

II. IMPORT SURGES IN DEVELOPING COUNTRIES
 

The proposed SSM is seen as an important tool for developing countries to safeguard their vital agriculture sector for purposes of food security, livelihood security and rural development. It is especially needed because there are continuing distortions in the global agricultural market, caused by export subsidies and domestic subsidies, mainly in developed countries, that artificially depress prices and thus facilitate cheap imports into the developing countries.

The adverse impact of cheap imports on farmers in developing countries is well documented in many studies by researchers, NGOs, the media, and by international agencies.  A FAO paper, Some trade policy issues relating to trends in agricultural imports in the context of food security (March 2003), shows very high incidences of import surges in 1984-2000 for 8 key products in 28 developing countries, with the incidence rising after 1994.  (See Annex 1 table).
For example, Kenya experienced 45 cases of import surges, in wheat (11 cases), rice (3), maize (5), vegetable oils (7), bovine meat (4), pigmeat (6), poultry meat (5), milk (4).  Philippines had 72 cases of import surges, Bangladesh 43, Benin 43, Botswana 43, Burkina Faso 50, Cote d’Ivoire 41, Dominican Republic 28, Haiti 40, Honduras 49, Jamaica 32, Malawi 50, Mauritius 27, Morocco 38, Peru 43, Uganda 41, Tanzania 50, Zambia 41.  Many other countries which are not in the study have also been affected.  For example, Indonesia also experienced many import surges.  

The import surges documented by the FAO were also accompanied in some cases by domestic production shortfalls in some of the same products where there were import surges.  For example, in Kenya, in wheat there were 11 cases of import surges and 7 cases of production shortfall; in maize there were 5 cases of import surge and 4 cases of production shortfall.   This indicates that the import surges were sometimes linked to declines in output by the farmers in the importing countries.   The rise in imports led to the decline in output and incomes of the farmers, affecting their livelihoods.   As the FAO report concluded, “Given the large number of cases of import surges and increasing reports of the phenomenon from around the world, this could be potentially a serious problem.”

A major imbalance of the AoA is that the special safeguard (SSG) mechanism is not allowed for use except in cases where a country has “tariffied” a product in the Uruguay Round. Only 20 developing countries are eligible. Thus most developing countries have no proper instrument to counter import surges.  The FAO study also found that during the period 1995-2001, only 2 developing countries made use of the SSG.  

The FAO study also cites that several recent studies on import surges trace the problem to unfair trade practices (eg dumping), export subsidies, domestic production subsidies.  It says:  “Indeed, import surges seem to be more common in product groups that are subject to high levels of subsidies in exporting countries, notably dairy/livestock products (milk powder, poultry parts), certain fruit and vegetable preparations and sugar.”
One major cause of import surges is the giving up of quantitative restrictions (under the Uruguay Round) and reduction of tariffs (due to structural adjustment policies and the Uruguay Round) in developing countries.  Action Aid has pointed out that more developing countries have moved from being net food exporters to becoming net food importers.  According to its study, developing countries had an overall agricultural trade surplus of US$7 billion.  With rising imports, this surplus fell to $1 billion in the 1970s.  This turned into a deficit of $11 billion in 2001.  By 2030, the FAO predicts, the developing world will import $50 billion of food.  (ActionAid 2007).  
There are now many case studies of the incidence and damaging effects of import liberalisation on local communities are rural producers in developing countries.  These studies show how farmers in many sectors (staple crops like rice and wheat;  milk and other dairy products; vegetables and fruits; poultry; sugar;  wheat)  have had their incomes reduced and their livelihoods threatened by the influx of imports.   The problems caused to small rural producers in developing countries are now very widespread.

One of the comprehensive studies is the ActionAid synthesis report on the impact of agro-import surges in developing countries (2007).  It provides many case studies of food import surges in 22 products in 13 countries.  It also examines the domestic and external causes of the surges, the economic and social costs, the policy responses and the importance of the G33 proposals on special products and special safeguard mechanism.

The Third World Network has also, in collaboration with IFAD (the International Fund for Agricultural development), conducted a study of the impact of trade liberalisation on small rural producers in developing countries, including an overall analysis, a survey of the effects of import surges in several developing countries, and in-depth country studies in Ghana (where farmers have been displaced by imports of poultry, rice and tomato) and the Philippines.  (TWN 2006).    
III.  RATIONALE FOR A SPECIAL AGRICULTURAL SAFEGUARD FOR DEVELOPING COUNTRIES

The establishment of the SSM, together with some parameters, have been accepted as part of the mandate of the Doha Round negotiations, in particular, through the August 2004 package and the WTO Hong Kong Ministerial Declaration.

The G33, which comprises over 40 developing countries that have mainly defensive interests in agriculture, have a proposal on the SSM dated March 2006 on the table. It deals comprehensively with the issue, including the conditions that enable the use of the SSM (when either of the two triggers of increased import volume or depressed import price comes into effect), the duration of use allowed (12 months after the triggering), the products eligible for use (all agricultural products) and the remedy (the amount of additional duty allowed).

Other proposals have been made by the United States and by a group of three countries (Argentina, Paraguay and Uruguay) which would like to have far more restrictions than the G33 proposal on the use of the SSM.

In his 17 July 2007 draft agriculture modalities paper (WTO 2007), the chairperson of the WTO agriculture negotiations, Ambassador Crawford Falconer of New Zealand, has also dealt with the SSM. However, he was unable to come up with a proposed text because of continuing wide differences of views on the issue. Instead, he provides his views on some key aspects. While the chair’s paper seems to agree with some aspects of the proponents’ case, on many points its positions or views contradict the case for a strong and effective SSM.

What is “special” about agriculture and the SSM?

A major point of departure seems to be the interpretation or understanding of the term “special” in SSM. The chair’s paper seems to take the position that “special” means that the SSM can and should be used only in “special circumstances”, and thus should be somehow restricted in frequency (of numbers) or reserved only for rare and abnormal conditions.

In fact, when developing countries initiated their move and called for an SSM, even in the run-up to the WTO’s Seattle Ministerial Conference in 1999, it was on the basis that this safeguard measure in agriculture for developing countries was needed and was “special” in that normal safeguards as established in the WTO Agreement on Safeguards are inadequate to take care of the special circumstances of agriculture in developing countries. A special safeguard mechanism was required in order to enable them to invoke it and use it more easily and effectively for agricultural products, given the large proportion of their population engaged in agriculture.

The rationale for having a safeguard in the trading system is a recognition of the need to protect domestic producers from injury or threat of injury resulting from imports.

The use of the normal safeguard requires the fulfilment of several conditions, including that the authorities undertake investigation procedures to determine that there is injury or threat of injury to domestic producers.

Recognizing that circumstances in agriculture are different from those for industrial products, the Uruguay Round established a clause for a special safeguard (SSG) in the WTO Agreement on Agriculture.

The SSG makes it easier for the safeguard to be used in agriculture; for example, the normal safeguard requires evidence of injury before action can be taken, while the SSG in the AoA does not require such evidence.

However, the SSG was available for use only by those countries that undertook the exercise of “tariffication” in the Uruguay Round. This included many of the developed countries but only a small proportion of the developing countries (only 22). To redress this, the developing countries are now insisting that a new SSM be established which can be used by developing countries.

Agriculture in developing countries requires such a special safeguard because of factors such as the following:

(1) It is a very important sector economically and socially in most developing countries, which thus have to address the needs of food security, livelihood security and rural development.

(2) There are many thousands or millions of small producers – unlike in the case of industry where there are only a few producers – and also vast diversity among them located in vastly diverse regions. Thus, injury is easier to demonstrate in the case of industry than it is for agriculture.
(3) There can be very strong fluctuations and swings in prices of agricultural products and imports, and these can take place more suddenly and more frequently than in the case of industrial products, hence the need for quicker action.

(4) It is important to prevent social and economic damage wrought by imports in agriculture in developing countries, rather than be allowed to act only after the serious damage happens.  Therefore a special safeguard is needed that enables action to be taken upfront (when there are  initial signs of import surge or price decline sufficient to trigger a possible SSM measure) rather than a normal safeguard that requires serious injury to take place before action is allowed.   This is especially because of special circumstances in agriculture in developing countries.  For example:
(a)
Unlike in industry, the production cycle in agriculture does not allow for sudden stopping and restarting of production; if agricultural production is halted or reduced because of a fall in sales, and demand picks up again after some time after a normal safeguard action remedy is applied, the farmers have to wait till the next planting season to expand output. Moreover, if the decreased demand persists for some time, the farmer may have to switch to another crop, and it would be difficult for him to return to the original crop even after the normal safeguard is applied because too much time has elapsed. Thus, prevention or quick action through the SSM is needed.

(b)
Also, if demand for the domestic product is reduced (because of increased   imports), the small farmer in developing countries finds it difficult to increase storage of his product due to lack of storage facilities and to the perishability of agricultural products (unlike in industry, where the factory can increase its inventory, which it can then run down when there is an increase in sales after the normal safeguard remedy is applied). Thus, preventive action through the SSM is required as the normal safeguard would not be sufficient to address the problem.

Because of these and other special circumstances in agriculture, a “special” safeguard is needed. The term “special” should therefore not be interpreted to mean that the modalities should seek to restrict the use or treatment of the SSM to “special cases” or that it should only be used in special circumstances, which seems to be an underlying theme in some sections of the chair’s modalities paper (for example, in paragraph 104, which states that the SSM is meant to be used only in special situations, or in paragraph 111, which states that some members want the treatment of the SSM to be restricted to raising additional duty only to the Uruguay Round bound rate).



IV:  SOME ISSUES OF CONTENTION ON THE SSM

Another important general point is that the SSM is aimed at preventing or treating a major problem – injury to producers in developing countries caused by import surges or depressed import prices. Therefore, the design and operation of the SSM must be such that it can meet this aim, and the remedy should be such that it adequately deals with the problem. This is a key general principle which should guide the discussions and the outcome of the SSM issue.  This rationale and principle should be kept foremost in mind in the discussion on various aspects of the SSM.
Besides the issue of why a special safeguard is needed for agriculture in developing countries, there are several other issues which are under contention in the WTO negotiations on the SSM.  These points have been brought up by some countries that want restrictions placed on the SSM and its use.  They have also been made by the Chair of the agriculture negotiations at the WTO, the New Zealand Ambassador, Crawford Falconer, most notably in his modalities draft text of July 2007 (WTO 2007).   

The following are some of the issues of contention.

How many times can the SSM be invoked?     The Chair’s July 2007 paper says that the SSM should not be allowed to be triggered hundreds or scores of times (paragraph 104).   In fact, this should not be a matter of serious concern because the G33 proposal is not aimed at allowing countries to use the SSM as a kind of permanent protectionist device.

The experience with the SSG shows that the developing countries which were eligible to use it in fact seldom made use of it.   Of the 22 developing countries that can use the SSG, only six used it, according to a study by the UN Food and Agriculture Organization (FAO), and these six countries made use of the SSG only 5% of the total number of times they could have applied it under the SSG rules in the period 1995-2004.

The problem is not that developing countries will abuse the SSM system but that they may not have the capacity to make use of it and will need training and equipment such as computers and software.

Triggers and remedy should be easy to use.   The Chair’s paper (paragraph 106)  makes a very important general point that the triggers and remedy are meant to be usable by developing countries and must not be complicated or burdensome for them to use. In fact, the developing countries will require SSM rules that are simple, effective and operational, as well as rules that are able to resolve or prevent the problem.

Volume and Price Triggers and Remedy.   The crucial issues of the volume and price triggers and the extent of the remedy (i.e. by how much the additional duty can be raised) is dealt with in the Chair’s paper (paragraphs 108 and 109).   The Chair’s paper asks if the remedy for the price factor should be the full difference between the benchmark price and the import price (paragraph 109).  

The answer to this is yes, if the remedy is to be adequate and effective in resolving the problem (which should be the general principle), and thus, it should enable the developing country experiencing a price depression to raise the import duty to the level that allows for a full offset. This is required to safeguard the producers from import surge.

The G33 proposal on price trigger and remedy for the price factor in fact puts forward such a full-offset scheme, in which the SSM additional duty would enable the depressed import price to be raised back to the reference price (or the average price of the most immediate three-year period).

What is the duration of use of the SSM?   In paragraph 110, on the duration of use of the SSM, the chair’s paper seems to suggest that when it is triggered, the SSM can be applied only to the end of the calendar or financial year. The G33 position is that when the trigger applies, the SSM can be applied for a 12-month period.

The G33 proposal is more logical compared to the chair’s proposal, which is too restrictive and also not very logical or fair. For example, take two hypothetical cases of application under the chair’s proposal: one, where the trigger goes off on 1 January in a particular year, in which case the SSM can then operate for the whole year; two, where the trigger goes off on 1 December, in which case the SSM can operate only for 30 days. In situation two, the SSM can hardly be used at all. It would then be a matter of luck as to when the trigger goes off. It is more logical, and would also more adequately satisfy the aim of having an SSM, if the SSM can be applied for a period of 12 months following the triggering of the price or volume factor.

Should the SSM duty be restricted so as not to exceed the bound rates of the Uruguay Round?    One of the most contentious issues in the negotiations is whether the SSM additional duty should be restricted so that the new duty cannot exceed the Uruguay Round level. The chair’s paper (in paragraph 111) seems to be supporting this restriction, which is proposed by some countries that are not in favour of a strong SSM. The G33 position is that there should not and cannot be such a restriction.

The following are some reasons why there should not be such a restriction:
· Having such a restriction would prevent the SSM from being a useful or effective instrument and thus the objective of having a special safeguard for developing countries would be lost. Being allowed to raise the duty to only the Uruguay Round rate would mean that in many cases, the developing country would be able to offset the price decline to only a very limited and very inadequate extent, and thus, the whole aim of having an SSM would be defeated.
· The existing Agreement on Safeguards does not have such a restriction, i.e., it does not state that members can only raise the duty up to the level of bound rates of the previous negotiating round. Neither does the SSG clause in the AoA. There is a good reason why they did not have this restriction, for it would prevent the use of the safeguard from being effective. The SSM is meant to be easier, more flexible and more effective than the normal safeguard or the SSG, and thus, there should not be such a restriction on the SSM.
· Such a restriction would in effect also penalize Special Products since these SPs will have their tariffs reduced little or not at all (i.e. if the G33 proposal on SPs is adopted) and will thus remain at (or very near) the Uruguay Round levels. With the restriction in place, these SPs will hardly be able to make use of the SSM and thus the restriction in effect would exclude SPs from their use.
· Since LDCs are exempted from tariff reduction in this Round, their bound tariffs will remain at the Uruguay Round levels. If the SSM does not allow the duty to be raised above the Uruguay Round rates, then the LDCs in effect cannot apply the SSM. 
· Some countries which favour this restriction argue that raising the SSM duty above the Uruguay Round rate would be a “retrograde” step, as the Uruguay Round rate had assured a certain level of market access in the developing countries which should not be reduced under the current Doha Round. However, the Uruguay Round had in fact done a great injustice to the developing countries by limiting the SSG to only the developed countries and very few developing countries. The market access in the developing countries without recourse to the SSG was a result of this unfairness and iniquity. It must not be allowed to be turned into an argument in the current negotiations for a weak SSM. 
For these reasons, there should not be such a restriction. Instead, the principle should be respected, that the SSM must be designed in such a way as to enable the solution of the problem (i.e., the prevention or minimizing of injury to the producers).

Following this principle, the remedy should be that the decline in price should be fully offset by the use of additional tariff to the degree necessary to safeguard the farmers from injury. )
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Annex 1
Number of cases of import surges (selected countries and foods, 1984-2000). 

The number of production shortfalls in the same period is also given in brackets.  Import surges have occurred more frequently in the post-1994 period.

	
	Wheat
	Rice 
	Maize
	Vegetable oils
	Bovine meat
	Pigmeat
	Poultry meat
	Milk

	Bangladesh
	5 (2)
	6 (0)
	9 (4)
	7 (0)
	5 (0)
	6 (-)
	2 (0)
	3 (0)

	Benin
	6 (-)
	4 (0)
	3 (1)
	3 (7)
	6 (0)
	7 (3)
	8 (1)
	7 (0)

	Botswana
	6 (5)
	4 (-)
	0 (0)
	6 (5)
	4 (4)
	9 (4)
	7 (0)
	7 (2)

	Burkina Faso
	6 (-)
	9 (2)
	4 (2)
	3 (2)
	8 (0)
	8 (0)
	6 (1)
	4 (0)

	Cape Verde
	3 (-)
	6 (-)
	3 (9)
	5 (-)
	7 (3)
	11 (3)
	10 (1)
	3 (1)

	Comoros
	4 (-)
	5 (0)
	4 (3)
	6 (0)
	5 (0)
	3 (-)
	11 (0)
	4 (1)

	Côte d'Ivoire
	1 (-)
	4 (2)
	0 (0)
	9 (0)
	7 (3)
	7 (3)
	10 (0)
	3 (0)

	Dominican Republic
	2 (-)
	-  (-)
	0 (4)
	3 (0)
	8 (1)
	6 (0)
	6 (0)
	3 (4)

	Guinea
	6 (-)
	5 (5)
	8 (3)
	9 (1)
	7 (2)
	5 (4)
	9 (0)
	6 (0)

	Guinea-Bissau
	6 (-)
	10 (3)
	2 (3)
	6 (1)
	6 (0)
	5 (0)
	9 (0)
	4 (0)

	Haiti
	1 (-)
	2 (4)
	4 (1)
	7 (5)
	4 (1)
	9 (2)
	8 (2)
	5 (0)

	Honduras
	8 (0)
	5 (-)
	0 (0)
	8 (0)
	6 (5)
	8 (3)
	11 (0)
	3 (0)

	Jamaica
	3 (-)
	4 (8)
	3 (4)
	9 (7)
	3 (0)
	6 (2)
	3 (1)
	1 (4)

	Kenya
	11 (7)
	3 (0)
	5 (4)
	7 (1)
	4 (0)
	6 (0)
	5 (1)
	4 (0)

	Madagascar
	8 (3)
	5 (0)
	7 (2)
	5 (1)
	3 (0)
	8 (0)
	5 (0)
	5 (0)

	Malawi
	7 (4)
	3 (3)
	9 (3)
	7 (5)
	5 (3)
	7 (0)
	10 (0)
	2 (4)

	Mali
	4 (5)
	5 (1)
	5 (2)
	8 (1)
	8 (0)
	8 (0)
	5 (0)
	7 (2)

	Mauritania
	5 (3)
	2 (3)
	4 (10)
	5 (4)
	4 (4)
	5 (4)
	9 (0)
	2 (0)

	Mauritius
	2 (-)
	0 (-)
	2 (-)
	1 (7)
	7 (2)
	9 (4)
	6 (0)
	0 (-)

	Morocco
	6 (15)
	4 (11)
	10 (10)
	0 (1)
	5 (5)
	- (-)
	13 (0)
	0 (0)

	Niger
	8 (5)
	7 (4)
	9 (3)
	8 (7)
	5 (5)
	6 (0)
	5 (0)
	6 (3)

	Peru
	3 (1)
	4 (-)
	4 (3)
	4 (3)
	4 (0)
	9 (0)
	9 (1)
	6 (0)

	Philippines
	7 (0)
	9 (1)
	7 (1)
	9 (5)
	12 (1)
	9 (1)
	14 (3)
	5 (11)

	Togo
	6 (1)
	8 (1)
	7 (1)
	7 (0)
	3 (1)
	3 (2)
	8 (0)
	5 (0)

	Uganda
	10 (3)
	4 (0)
	8 (1)
	11 (0)
	4 (3)
	3 (0)
	2 (0)
	1 (0)

	Tanzania
	8 (3)
	5 (4)
	6 (2)
	10 (0)
	6 (0)
	7 (0)
	4 (0)
	5 (0)

	Zambia
	4 (2)
	2 (5)
	4 (6)
	4 (3)
	8 (2)
	8 (2)
	5 (1)
	6 (2)


Note: A dash indicates that the country is either not a producer or data was not available

Source:  FAO, 2003. Some Trade Policy Issues Relating to Trends in Agricultural Imports in the Context of Food Security, FAO Committee on Commodity Problems CCP 03/10, Rome 18-21 March 2003. ftp://ftp.fao.org/unfao/bodies/ccp/ccp64/Y8319e.doc
Acknowledgement:  This table is reproduced from ActionAid, CAFOD and Canadian Food Grains Bank, Agriculture negotiations in the WTO: Six Ways to make a new Agreement on Agriculture Work for Development (2003).

Annex 2

G-33 Non-Paper on Special Safeguard Mechanism

25 October 2007

I. Introduction

1. There is a clear mandate for the SSM in both of the Hong Kong Declaration

and the Framework Agreement of July 2004.

2. The Special Safeguard Mechanism (SSM) is important for the

operationalisation of the Special and Differential Treatment mandate and the

development dimension of the Doha Development Agenda. For developing

country Members, operationally effective modalities for SSM and Special

Products are central to reaching agreement in these negotiations.

3. The G-33 welcomes the discussion and engagement in the Room E on

Special Safeguard Mechanism. The G-33 has done further intensive work on

the various issues of SSM. However, the Group is also anxious to see any

positive developments on the other important issues of the agriculture

negotiations.

4. The SSM as a crucial tool to operationalize the S&D treatment for developing

countries is a trade instrument to respond effectively vital agriculture concerns

of farmers in developing countries. Continuing distortions including those

caused by subsidies require developing countries to safeguard their essential

development concerns as well as safeguard against any market instability of

import surges or price depressions through an effective and easy to use

emergency trade remedy. The SSM is a trade measure for developing country

Members and LDCs, therefore it should be able to address and remain as

long as there is abnormality in the world trading system.

5. The word ‘special’ in Special Safeguard Mechanism refers not to the

circumstances in which it should be applied but to highlight the fact that

normal safeguards as established in the WTO Safeguard Agreement is

inadequate to address price declines and import surges. Therefore, a special

safeguard mechanism is mandated in order to enable developing country

Members and LDCs to invoke the SSM and use it more easily and effectively.

6. The G-33 has called for an effective and simple SSM which is not

administratively burdensome to implement. This would refer to all aspects of

the SSM, be it the product coverage, triggers and the remedies. However, it

must also be reiterated that it should remain clear and obvious that the G-33

has no intention to design a SSM that can be invoked literally hundreds of

times without the existence of an import surge or price depression.

7. The G-33 underscores that its willingness to continue to further contribute is

subject to new and significant movements in other crucial areas of the

agriculture negotiations.

II. Product Coverage

8. The G-33 takes note of the Chair’s recognition that SSM must be available to

all domestically produced products and its substitutes. However, it remains

important for the developing countries and LDCs that the SSM should

effectively cover all products since no a priori list of domestically produced

and substitute products can be established at any time, given the dynamic

nature of domestic production, trade, consumer preferences and product

uses.

9. The G-33 remains firm that the SSM should not be linked to any product that

has undertaken liberalization because when the livelihoods of poor farmers is

threatened due to any price depression or import surge, the situation needs to

be addressed regardless of the level of tariffs.

10. The G-33 agrees with the Chair’s original assessment outlined in his

Challenges Paper that if preferential trade is to be counted in calculating the

triggers, then the remedy must apply also to preferential trade, and vice versa.

That means the individual members would determine whether to include

preferential trade or not in the triggers and the application of remedies.

III. Triggers

11. The G-33 has proposed a moving average which factors in normal

fluctuations in trade. This ensures that the SSM would not disrupt normal

trade.

12. The G-33 is of the view that the level of volume trigger should proportionately

address the different levels of import surges. The smaller the import surge the

smaller the remedy and vice versa. Therefore, multi-triggers and multiremedies

for volume trigger as proposed by the G-33 is the appropriate way

ahead.

13. As for the price trigger, the G-33 is of the view that 12-18 months average

would not reflect the price of normal trade because the period cannot capture

the trend in agricultural prices that would render the SSM to be an effective

instrument against price declines. The moving average incorporates the longterm

trend of commodity prices to ensure that trigger prices are representative

of more realistic trends in prices. Therefore, this measure would not be

prejudicial to trade flows.

14. The G-33 considers that taking the most recent three years for which data are

available would be more suitable for calculating the trigger, given the diverse

capacity in developing countries in providing the data. However, the G-33

remains open to consider other alternatives to better capture the situation of

normal trade.

15. The G-33 supports the Chair’s opinion that the Hong Kong Declaration made

it clear that there would be two distinct triggers. Any attempt to introduce

double triggers through market tests or cross checking would not only make

the mechanism unduly complicated or burdensome but would also not be in

line with the mandate.

IV. Remedies

16. The G-33 stresses that the remedy for SSM must effectively address the

problem. The SSM must be able to address the main problems regardless of

the Uruguay Round bound levels. Therefore, raising the duty only to the

Uruguay Round bound rate would mean that in many cases the developing

country would be able to offset the price decline and import surge to only a

very limited extent. Thus the entire objective of having an SSM would not be

achieved. The Agreement on Safeguard or SSG does not have such a

restriction i.e. that mechanism does not require the Members to raise the duty

up to any specific level. The SSM should be more flexible than the normal

agreement on safeguards or the SSG.

17. Regarding the price remedy, the G-33 maintains that the compensation by

way of remedy is the full difference between the trigger price and import price

since that would enable the depressed prices to be raised back to the level of

reference price.

18. On the duration of the use of the SSM, the proposal of the G-33 to use no

more than 12 months duration is to deal with the situation when surges occur

during harvest in the latter part of the year. The suggestion to apply the SSM

only to the end of the calendar or financial year would result in SSM not being

able to effectively serve its purpose. However, a member may lift a remedy at

any time once the market has stabilized.

19. The G-33 reiterates its position that it has no intention to apply both the price

and volume-based remedies to the same product at the same time.

Transparency

20. The SSM should be applied in a transparent and non-discriminatory manner.

Paragraph 7 of the G-33 proposal includes sufficient provisions on

transparency, notification requirements and consultations.
Annex 3

SSM and FTA import
(Bhagirath Lal Das)                                                                        23.9.2007                                          

It is not unusual in the multilateral rule making process to come across situations when multiple conflicting objectives have to be reconciled through a proper balance. The correct and practical approach in such situations of dilemma is first to identify the core concern and core objective and then to work out how the other elements, seemingly in conflict with them, can be positioned properly.

In the case of SSM in agriculture, the core concern is the sustainability of agriculture in the developing countries and the core objective is to give protection to it from imports in difficult times. 

Imports of an agricultural product from “any country” can contribute to the damage to the local production. Thus it will not be rational and realistic to exclude imports from “special relation countries”, for example, from “FTA countries”. Of course, the situation is somewhat different when a set of countries have totally merged their trade and production economy, for example, the EU countries. In that case, the damage is to be assessed in this integrated unit “as a whole”. And the relief is also for the integrated unit “as a whole”. (There are some provisions in the current rules for “injury to domestic production in a region of a country”, but then the relief is also focussed to imports exclusively in that region.). 
Thus so long as a country is a separate trade and production unit for agriculture, the damage to country’s agriculture in the context of SSM should be considered with respect to the imports from all sources and similarly the relief should also be targetted to the imports from all sources, irrespective of whether the country has a special bilateral or plurilateral agreement of any type, for example, through FTA. Thus all imports, including those from the FTA countries, should count both for the trigger and relief.

Then the question may arise how to get to that relief when FTAs may not have a provision for such relief. It is not an insurmountable problem. Once the membership of the WTO have agreed to the new SSM, it will amount to a political commitment to it. Thus FTAs, including the operation of the existing FTAs, would be considered to be guided by it. Besides, as a technical and legal precaution, a stipulation could be made in the agreement on SSM in the current negotiation that the SSM provision would be operational, “irrespective of any provision to the contrary in FTAs contracted under Article XXIV of the GATT 1994 or under the Enabling Clause (the rather long technical name will have to be mentioned)”.

It is relevant to keep in mind that the use of SSM does not have to be specifically included in an FTA for the SSM to be operational as between the FTA contracting parties. Whenever an FTA is silent over any matter, the normal WTO rules will operate. Thus if SSM is not explicitly prohibited in an FTA or if the protection against import of agricultural products is not explicitly restricted to certain specified measures, there will be nothing wrong in using SSM between the FTA contracting parties once SSM gets into the WTO framework.
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