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One of the most contentious aspects of the new
World Trade Organization (WTO) agriculture
modalities paper issued on 19 May is likely to be
the section on the Special Safeguard Mechanism
(SSM) for developing countries.

The paper continues to contradict several key
points insisted on by the G33 in its many posi-
tion papers and interventions, including at the
agriculture meetings in Room E as well as open-
ended formats since the release of the Chair’s
previous modalities paper on 8 February.

The G33, chaired by Indonesia, is a grouping
of over 40 developing countries that advocate
food security, farmers’ livelihoods and rural
development. It has championed the establish-
OT0UEOEM FIEMY 11O TUEIROOER&RO TUOIITTI22 , u
as well as Special Products (SPs) as instruments
10U 1EPEGECEEDFTUTORENIUTEIOTOWOEEYEOETY
their cause.

The “Room E negotiations” involving 38 delega-

tions in the past three months saw a spirited
defence by the G33 members of their positions

on SPs and SSM. They were opposed by a few
countries, notably the United States among the
developed countries and Argentina, Uruguay
and Thailand among the developing countries
with export interest.

The 8 February paper by the Chair of the WTO
agriculture negotiations, Ambassador Crawford
Falconer of New Zealand, was criticized by the
G33 for imposing severe conditions before the
SSM can be used, and for limiting the remedy
under the SSM (i.e., what actions countries can
IEOTWOOFUTIITTIUOENT Oub TTOIECHO xOUIUUUT T
or price decline takes place). They feared that
the SSM would become a weak and useless
instrument.

The 19 May revised paper resolves a few of the
most contentious points in favour of the G33.
These include removing the earlier proposal
to have the SSM expire at the end of the Doha
Round’s implementation period, and also re-
moving one of the options as to how long an
SSM measure can be in place, i.e., only to the
end of the calendar year.
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However, in many other areas, the Chair has
retained the severe limitations on the use of the
SSM. This is especially so with regard to limit-
ing the number of products for which the SSM
can be invoked, the price-based “trigger” which
EEOLOO0auEOO 10OU0ul FTENP TTOux UDET sl EQUE AWEly
least 30% below the standard, and limiting the
extra SSM duty that can be imposed to only up
to the bound levels of the previous Round (i.e.,
the Uruguay Round).

And in one crucial area, the Chair has also
turned around and deprived countries of the
use of the SSM for products that are covered by
bilateral or regional trade agreements.

What is even more surprising is that in his state-
ment to the last agriculture meeting (on 9 May),
Falconer had told the WTO members that in
EUTEGP TTUTUEDFTUTOET ul0p00uT ROV T TWUTYBUT Eu
ITR0iPB00uxUOUTEWECEWTRITEWIT TuxOUIBOOUITOUTY
members have had ... So that nobody’s posi-
tion is undermined at all ... It will just simply

in time ...

(b0 UTYETEUIOUO TWTEWOOIEOAOUOET WO
issues, whether it be Special Products, SSM,
OTDS [overall trade-distorting domestic sup-
xOUIAGEUTTUTEUTUTODO TWOUE TUEDFTUTOETUiBOux OUB-
(pOOULOLO A0 T RILTYBUROOUP THE TuPHOE TWIRTEITEy
because there is not a single agreement that you
have reached on a number of those issues at this
point in time.”

However, in the 19 May paper, on some of the
key points, the well-known views of the G33
TEYTOOUETTOWTRIEITEEUITTAEOUIEMEYTETTOu
DOl TTuOOUOENPENEauxUUBO TulTT1OuOuBUENTL
brackets as an option.

Paragraph 121: Restricted number
of products

Para 121 of the 19 May paper states that the
SSM shall not be invoked for more than [3-8]
products in any given 12-month period. This
repeats what had been stated in the February
paper, despite the objections of the G33, which

did not want any restrictions on the number of
times the SSM can be invoked.

A seminar presentation by the United Nations
Food and Agriculture Organization (FAO)
(June 2007) showed that there can be many “si-
multaneous import surges”, with a developing
country experiencing an import surge in many
products at the same time.

For example, one particular country, in 1999, had
15 products where import volumes exceeded
the three-year moving average by 30% (which
is an extreme form of import surge). The same
country had 11 products in 1998, nine products
in 1987 and eight products in 1992 and 2002
similarly exceeding the 30% volume surge. In
almost all years in the period 1984-2003, the
country had more than four products with this
extreme import surge.

Thus, the Chair’s restriction on allowing only 3
to 8 products to be eligible for the SSM is very
restrictive, and would greatly devalue the use-
fulness of the SSM.

It should also be noted that the present Special
Agricultural Safeguard (SSG) (which is mainly
used by the developed countries which in the
Uruguay Round had converted their many
UTU0UREDROOUNBOUON UEURFUAL EOTUN OO TEY TuUUETUEY
restriction. In fact, some developed countries
have invoked the SSG hundreds of times. With
such a strict restriction on the use of the SSM,
BubUuETROTU0UTENT Eu a0 TuTEUOTU0RTRIEDDIAITE
the SSG, which is against the principle that the
22, WTOUIEIE TWOOUTIRTRIENT

Paragraph 124: Volume-based
trigger and remedy

Para 124 deals with the volume-based SSM, its
triggers and the remedy in terms of additional
duty allowed. The paragraph provides two op-
tions.

ST TurU00OxROOWUTRTEIIT Tu&AHuxOURIBOOI OUTUT Ty
tiers (where the volume of imports is 105-110%,
110-130% and over 130% of the base import



volume, which is the average of the preceding
three years) the maximum additional duty is
KYCOTTTEOUUTOUEOUOENEUFIOUKY< TUETOUET Ty
points, whichever is higher; 75% or 50 points;
and 100% or 60 points respectively. There is no
limitation on whether the pre-Doha or Uruguay
Round bound rates can be exceeded.
STIWIEOOEIOXROOWTRIEINITTOXxOUBOTuYT PAOIL
ITOUTTENEUTETEROURECU FTEDY 122 , 3T TurU00u
0T TTUEOOTUBOIOUT FIENOOtauP TTOUTTOOEUTEUTY
in import volume is 130-135% and the remedy
DULEQuT RIUEUTY Crud Il T TUEOUOEWE D FIOOWOXuOTI T Tu
Exx®TEWEMFIEUNOO TUEUITTUEOUOEWEUFipUuOOU
exceeded. As pointed out by the G33 earlier, this
is really absurd as the objective of the SSM is to
E00OPUEEOUOI0auOM RETTEWTTUEOUOEWEUF

The second remedy in this option is when the
volume is 135-155% of base imports. Then, the
00P 10O IO T TUEVIUTOWEOUOEIIEU FuOU Ik
percentage points can be added on to applied
OEURFUuxUOYDETEWITIIEOT U OO TRETTEWT T OPET
xODOWETIP TTOWTTuxUT#OTEVEOUOEWIEUWFLEQEY
ITTEOUUTOUEOUOEIEURFS

The third remedy is when the volume exceeds

155% of base imports. The extra duty is the lower

Oludy Tl TTUEOUUTOWEOUOEWEURFIOU YU 0Ol
IOUETUEEE TEWOWT TUEX x0T EWEWDF<UOYPETEWT Tu
xUTiA#0 TEIEOUOEWEWRFlOOWTRETTETES

The conditions for the use of the SSM are so strict
in the above as to render it useless. Firstly, it can
be used only when the volume expands by more
than 30%. Secondly, the remedy is very limited
since the pre-Doha (i.e., Uruguay Round) bound
duties cannot be exceeded. Thirdly, the maxi-
mum of the extra duty is even more restricted
in the tier of 135-155% volume increase because
it is the mid-point between the current and the
AUUTUEaw1OUOEWTYT0UN  OEwrOE0020ITTUTUE
additional restriction that where these triggers
are met but the absolute level of imports is
“manifestly negligible” in relation to domestic
production and consumption, remedies would
not be applied [sub-para 124(g)].

In sub-para 124(h), least developed countries

(LDCs) are allowed to exceed their Uruguay
1OUOELEOUOEIEWFUNEUIOOauEauEIOERIO U
of 25 percentage points, and this “entitlement”
also applies to price-based measures.

In the February paper, small, vulnerable econo-
mies (SVEs) were also allowed this, but only on
volume-based measures. In the new paper, this
concession to SVEs is removed. The reason for
this removal is not given.

Thus, for the volume-based triggers and mea-

sures, the main positions of the proponents and

opponents of the SSM are laid out as options by

the Chair. They show howv far apart the positions

EUTOECETOPUERSEUNIDIP OUIEETAUTTUTIOUT OO
get an agreement.

Paragraph 126: Price-based trigger

However, on the price-based triggers and rem-
edies, the Chair does not place the G33 position
alongside that of its opponents. In para 126,
the new paper repeats the February paper’s
proposal that the price has to drop by at least
30% (compared to the average monthly MFN-
sourced price for the most recent three-year
x TROEAETTOUTWUT TR T TTUWTOTUOFECEWTTu22 , u
can be applied.

This is in contrast to the G33 proposal that the
trigger price is the average monthly price for
the most recent three-year period preceding the
year of importation.

The G33 had strenuously objected to the Chair’s
trigger of a 30% price fall. However, the Chair
TEU OO0 6O0au UTUEROT Eu 10U r TOUTugEOITOUTTubOu
brackets) but also did not put the G33’s price-
trigger proposal alongside as an option.

Paragraph 127: Price-based remedy
(see also Annex 1 of this paper)

In para 127, the Chair’s proposed price-based
remedy is very restrictive as well. It does not
E0OPul U0GOFUT(lOul OEEOTWTTET<UTUUTEDO * OUlL
price to be raised to the trigger price. Instead, the
additional duty shall not exceed 50% of the dif-



ference between the import price and the trigger
price. This contrasts with the G33 proposal that
EQUEEERIROOEWE UlauEEOE TuUxulOuTTUEDFIUTOE T
between the import price and the trigger price,
UOuUTEQUTTuOTPUxETUESTUITTN22 , vEUlaWEEQY
be the trigger price (i.e., the average monthly
price for the most recent preceding three-year
period).

In addition, within brackets is the even more
restrictive condition that the additional SSM
duty must be such that it must not exceed the
pre-Doha or Uruguay Round tariff rate, in
which case the pre-Doha rate will constitute
the limit.

The restrictiveness of these proposed clauses on
limiting the additional duty so as not to exceed
the pre-Doha (Uruguay Round) bound rates can
be seen in the following examples.

SEOTWTTEEUTUO1uEIXUOE UEIOUEWEWFIRO Tup TE T
has a Uruguay Round or pre-Doha bound rate
0f 110%. The Doha commitment is to reduce the
UEOD U EdwN Ciupx TUTEXUuBludUu Eu 2x TEDENL /UOE UEUKL
Thus, the Doha bound rate is now 100%.

Assume that the applied rate is the same as the
bound rate. And that the initial import price at
the border is 100 cents, and it has been stable
at this level for some time, so it is the reference
price also (i.e., the three-year average). With the
Assume that the price of the same product sold
by local farmers is 180 cents. The local farmers
can compete, since the import price is higher.

In the Chair’s text, the trigger price is very low,
i.e., 70% of the average monthly price. In our
example, the trigger price is thus 70 cents. The
16000 PO TWTUT IREOXOTUUTOPITOPBOEET@UE(TY
the SSM trigger and remedy are.

In Example 1, assume that the import price
falls by 25% to 75 cents. Since this is still above
the trigger price, no SSM remedy is available.
With an import price of 75 cents and the normal
EC2au0uyY Qi TTuOTPOxOUluxBETUES TUWE Ulaw
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farmers’ product price of 180 cents. The farm-
ers cannot compete with the new import price,
and lose their market share. The SSM therefore
does not help.

In Example 2, assume that the import price falls
to 60 cents. As this is below the trigger price of
70 cents, the SSM can be used. Since the duty
competes with the local product whose price is
180 cents. The local farmers lose their market
and income. To prevent this, and in order to
restore the post-duty price of the import to 200
cents, the duty must be raised to 233%. (Since
the import price is now 60 cents, a duty of 140
cents is needed, or 233% of 60 cents.)

But the Doha Round bound rate is only 100%.
20uEQuEEEDIROOEN EVlaW OluhH CrudUu UT@URUT Eu(0u
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133% should be the additional SSM rate. With
this remedy, the post-duty import price will
be restored to 200 cents, thus saving the local
farmers’ livelihoods.

But the Chair’s proposal (para 127) is that “the

additional duty shall not exceed [50 per cent of]

(TTUENFTUTOELLETID TTOWT T OUux U TuO Tl T Ty
shipment concerned and the trigger price [pro-

vided that this would not also result in exceed-

PO TU T TuxUT 0 TELLOUOEEOUOEWEU FIOub TOE T
EEOTWTTWOEY TUUTEOEGOUIRIOUTUI T TueORlgh-

The import price is 60 cents, and the trigger price
is 70 cents. So, the additional duty can only be
5 cents! And 5 cents is only 8.3% of 60 cents. So,
the additional SSM duty is only 8.3% and the
new duty is 108.3% (the original Doha 100% plus
the 8.3%). This is allowed since 108.3% is below
the pre-Doha bound rate of 110%. But the new
duty charged (normal duty plus the additional
duty allowed through the SSM) goes up by only
Y 1020000101 U0 O YIETOUUMIOHHKIET OOUS

With this new duty, the new post-duty import
price is 125 cents (i.e., the import price of 60 cents
x0U Uy WiCHIEUFARG DITOUMITTIEEENROOENR2 , U
duty, the price would be 120 cents. So, the only
contribution the SSM is allowed to make is to



add 5 cents to the post-duty import price.

310uB0s TUOUU0WBOEE T@UENTu 00 EVUR0 UM Tu0OEEN
farmers, whose product is selling at 180 cents.
Faced with imports competing at 125 cents, the
local farmers’ product is unable to compete,
and loses out.

In Example 3, the import price falls from 100
cents to 40 cents. Since the trigger price is 70
cents, the additional SSM duty can only be 15
ETOU0wd 160Ky CuO LT TEDFTUTOELETID TTONO > OUl
price and trigger price), if the new overall duty
does not exceed the Uruguay Round rate. This
15 cents is 37.5% of 40 cents. So, the new duty
rate (including SSM additional duty) is 137.5%,
instead of 100%. The new duty value is 55 cents
instead of 40 cents. And the SSM post-duty price
would be 95 cents instead of 80 cents. But this is
still a disaster for the local farmers, whose price
is 180 cents.

However, this is not all. There is the extra re-
striction by the Chair that the pre-Doha bound
rate cannot be exceeded. Since this rate is 110%,
the new SSM duty can only be 110% of 40 cents,
which is 44 cents.

Thus, even if the price falls from 100 cents to 40
cents, the Chair’s text allows the duty to go up
from 100% to only 110%. The actual new duty
is 44 cents. The post-duty import price is 84
cents — not even the 95 cents which it would be
if there was no restriction on not exceeding the
pre-Doha rate.

If there was no SSM in place, the import price af-

ter duty is 80 cents (i.e., 100% duty on 40 cents).

With the heavily restricted SSM, the import price

ESTUEU(abUlKETOUAS TTUEDFTUTOETDOWTOUEEU T
isonly 4 cents. It is minuscule compared to what

has to be done to assist the local farmers. Thus,

the SSM is practically useless in preventing the

local farmers from losing their income, since

their product sells at 180 cents.

These examples show the lack of usefulness of
the SSM mechanism, given the Chair’s condi-
tions that: (1) the trigger price must be 30%

below the average price before the SSM can
apply; (2) the additional duty shall not exceed
KY O TTESFTUTOETIETIP TTOWT T x OUlix UpE Ty
and the trigger price; and (3) the pre-Doha rate
cannot be exceeded.

This makes it almost meaningless to have the
SSM. It is also discriminatory as the present
SSG, to which most developed countries but
only a few developing countries have recourse,
does not have such a limitation (that the levels
of the previous Round cannot be exceeded).
The Chair’s new paper proposes that the SSG
be allowed to continue.

This limitation is also not in the normal safe-
guard agreement of the WTO. Yet, the SSM is
U0xxOUTEuIGuETuUT@URUTELETEEUUTUOTITTuDOEE-
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many restrictions on the SSM, it would appear
that the Chair’s proposal would make it less
useful than the normal safeguard itself, thus
UTOETWOTWITTI22 , udTuipY0TuOUOOux UEEIBEENUUTS

The limitation (of the new duty not being al-
lowed to exceed the Uruguay Round rate) also
means that most Special Products (which are
the most important products for developing
countries in terms of farmers’ livelihoods and
food security, and which will be subjected to no
OUEIWOENTUITEUEROOBOIEOUOEWEI FUAIDBIWOO
ET0Trluil0OWT1122 , u3T0BUETEEUUTomEALTOUTY
Special Products with zero reduction will not
E101rWEWEOUEOEIEAGITT 2/ U TEY TudO0
UOEIEFUTEUEROOUMESEWTUWP TTOWTTU 0
a price depression that triggers the SSM, the
remedy would be so limited (it cannot allow the
Uruguay Round rates to be exceeded) that the
SSM would be almost useless for this category
of SPs.

Paragraph 129: Only MFN trade to
be covered (see also Annex 2 of this

paper)

In para 129, the Chair’s new paper states that the
calculation of the triggers and the application
of the measures shall be on the basis of MFN
trade only.



This is a major turn-around from the February
paper (para 134), in which the Chair gave de-
veloping countries the option whether or not
to include preferential trade in the triggers and
remedy. This paragraph was also not within
U@UEUTWEUEEOT0U0DOEDEERO Tl Tu " " TERUEOO 1 -
dence that there is agreement.

The February paper only asked for consistency.
Where preferential trade is included in calcu-
lating the triggers, the additional SSM duties
shall be applied also to preferential trade, and
where preferential trade is excluded from the
application of remedies, that preferential trade
shall not have been included when calculating
volume and price triggers.

During the Room E discussions of the past
months, the inclusion or non-inclusion of prod-
UEIDEFTENT EsEAuEROEITUEOUUTTOOOEMIUT TWIUEE T
agreements (FTAs) became a source of conten-
tion. The G33 and its members strongly de-
fended the Chair’s text and the right of countries
to include FTA products in the remedy, and this
stand was opposed by some few countries.

Instead of retaining his text, or placing the two
views side by side as alternative options, the
Chair has decided to do a turn-around to place
a position opposite to his original position in the
O1PuxExTUECENPITOUUGUEITYEIEEOTIUWITU
indicating agreement when there is none.

This is a setback for SSM proponents, because
a large part of agricultural import surges may
EREUTWOUTEVETENEWTFUERUOTUIOOM3  UEOEL
especially since FTAs and their implementation
will become more important in future, for ex-
EOx010i0U TUEEON" "EWEETECQEOEWEEDrEEOUO-
tries that are negotiating economic partnership
agreements with the European Union.

According to the trade expert Bhagirath Lal Das,
“the damage to [a] country’s agriculture in the
context of the SSM should be considered with re-
spect to imports from all sources, and similarly,
the relief should also be targeted to imports from
all sources, irrespective of whether the country
has ... an FTA. Thus, all imports, including those

from the FTA countries, should count both for
the trigger and for the relief.”

Once the SSM is agreed to in the WTO, FTAs,
including the operation of the existing FTAS,
would be considered to be guided by it.

According to Das, the use of the SSM does not
TEYTWOETWxTEDrEENanOEIUETEDOEDR63 ulOUIT Ty
SSM to be operational as between the FTA con-
tracting parties. Whenever an FTA s silent over
EQOEYTWITTOOUOENS 3 - wU0TUu000x TUENT G
Thus, if the SSM is not explicitly prohibited in
an FTA or if the protection against import of
agricultural products is not explicitly restricted
(OETUEROWX TEDr TEXO TENOUTULTTUTUPHOE TOOUT -
ing wrong in using the SSM between the FTA
contracting parties once the SSM gets into the
WTO framework.

Given the above analysis, it would be favour-
able to SSM proponents if the Chair’s paper had
retained the February text on this issue. Instead,
the new paper explicitly does the opposite, to
restrict the use of the SSM to only MFN trade
ECEWTUUWIREOUE TuxUOEUEIUE FTEITEiEa%3 U

Conclusion

If the opponents’ option in para 124 is adopted,
and if the other paragraphs proposed by the
" TEDUEUTEEOXUTEWTTIR2 , uPOUIEIE EOROTFIE-
tive instrument. There may be an illusion, pro-
jected to the public, that developing countries
now have a new instrument to promote food
security and farmers’ livelihoods, but in fact it
POUIEETOIRYOTIOUOOIOx TUEROOEWYEIUTw3 TUUN
the G33 positions on the various paragraphs
should be retained. On para 129, the Chair’s
February 2008 text on MFN and preferential
trade should be brought back.

MARTIN KHOR is the Director of the Third World
Network and the author of several books and articles
on trade, development and environment issues.
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B1. Situation before 75 100 75 150 180
using SSM
B2. Situation with 75 67 50 167 | 125 200 180
UT@UBUTELEU0anOEUTEUT
B3. Situation allowed 75 0 0 100 75 150 180
by WTO text
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C1. Situation before 60 100 60 120 180
using SSM
C2. Situation with 60 133 |80 233 | 140 200 180
UT@UBUTELEU0aOEUTEUT
C3. Situation allowed 60 83| 5 108.3 | 65 125 180
by WTO text
(O xOUlixUDE TuTEOOUY T
D1. Situation before 40 100 40 80 180
using SSM
D2. Situation with 40 300 | 120 400 | 160 200 180
UT@UBUTELEU0auOEUTEUTY
D3. Situation allowed 40 375| 15 1375 | 55 95 180
by WTO text (if no
xUT1#OTEWEUDFIEE <A
DA4. Situation allowed 40 10 4 110 44 84 180
by WTO text (with
pre-Doha cap)
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A:Inthe original situation, the Doha bound rate
is 100% (having been reduced from 110%), the
import price is 100 cents and the import price

AN o~

than the local product’s price of 180 cents. The
local product can compete with imports as its

price is lower.

Vou oKk TEQuDONITTuOxOUxUE TuUT@URUT LT Ty
duty to increase from 100% to 167% (an ad-
ditional duty of 67%) so that the import price
text does not allow any extra duty to be im-
posed, because the trigger is set at 30% price
decline.
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duty to increase from 100% to 233% (an addi-
tional duty of 133%) to retain the import price

below the local product price of 180 cents, thus
TEYDOTEQEEYTUUTul FTENOOWT TWOEENTEUOuXUO-
duce.
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duty to increase from 100% to 400% (an addi-
tional duty of 300%) to retain the import price
ESTUWEOIauEN 1YYUETOWUa(UTTWTRWESTUOOINO-
xOUTUEWEURFIEE xuEQUT TuxUT1#OTEwd160i4UUTUE 2
1OUOEMUEURFOTY 1000 POUIELEWNO PuOOIAWEOUT B-
tra 37.5% duty, which brings the import price
the local product price. However, the text does
DOxOUTUEIXUTIA#O TEWEWTFIEEXH Uil TTuxUTr#0TEY
rate is 110%, this allows only an extra 10%
E00a0i D TRETUEUOTUIT T O x OUlix BETUES TUE Ulau
to 84 cents, well below the local product price
of 180 cents; thus the local product is severely
EFTEITEiEanO xOUUS

Annex 2
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It is not unusual in the multilateral rule-mak-
ing process to come across situations where
OUlpx0TuEOORIEIOTUOEITERYTUTEY TulOuETuUTE-
onciled through a proper balance. The correct
and practical approach in such situations of
EB0TOOEu Uy U0 06 BETOUR 2w (T Tw EOUTu EOOETUO
and core objective and then to work out how
ITTuOUTTUTOTOTONUUTTONOT02uDOUEOORDEN PHUTY
them, can be positioned properly.

In the case of the 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 dif-
rE000O TN

Imports of an agricultural product from “any
country” can contribute to damage to local
production. Thus it will not be rational and re-
alistic to exclude imports from “special relation
countries”, for example, from “FTA countries”.
- [WEGUUUTWUTTuURIUEROOuWUUOO TP TEWEDFTUTO
when a set of countries have totally merged
their trade and production economy, for exam-
ple, the European Union 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 on imports
exclusively in that region.)

Thus, so long as a country is a separate trade
and production unit for agriculture, the dam-
age to the country’s agriculture in the context
of the SSM should be considered with respect
to imports from all sources, and similarly, the
relief should also be targeted to imports from
all sources, irrespective of whether the coun-
try has a special bilateral or plurilateral agree-
ment of any type, for example, through an
FTA. Thus, all imports, including those from
the FTA countries, should count both for the
trigger and for the relief.

3TT0u0TTu@UT00RO0K OEIUUEN 2w EURUT Uy EDu IOy P TEN
formulation should be in the multilaterally
agreed SSM provision to ensure full applica-
bility of the SSM as between countries that are
parties to FTAs.



The use of the SSM does not have to be spe-
EprEE002unOE0UETEWOUECu%3 uiOUITTu22 ,, wICuETY
operational as between the FTA contracting
parties. Whenever an FTA is silent over any
OEYTU UTTu OOUOEW 6 3 - u UU0TU P800u Ox TUENT G
Thus, if the SSM is not explicitly prohibited in
an FTA or if the protection against import of
agricultural products is not explicitly restrict-
TELUOUETUIEROUUX TEDr TEROTEVUUTUITTUTuR00E Ty
nothing wrong in using the SSM between the
FTA contracting parties once the SSM gets into
the WTO framework.

It is possible, however, that some existing FTAs
may have provisions constraining the use of
the SSM or some future FTAs may have such
provisions. In order to remove any possible
confusion on the use of the SSM as between the
FTA countries, as abundant technical and legal
precaution, a stipulation could be made in the
agreement on the SSM in the current negotia-
tions that the SSM provision would be opera-
tional “irrespective of any provision to the con-
trary 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)”.

Annex 3

6 TENPUPUXTEDEGAEEOUNIT T2 x 1EDEOI2ETT -
TUEUEL, TETEORUOY

A major point of contention in the WTO dis-
cussions on the SSM is the interpretation or
understanding of the term *“special” in “Spe-
cial Safeguard Mechanism”. 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
UOOTTOPWTUIUREITEwduiUT@UTOEau0iOUOE TU0A
or reserved only for rare and abnormal condi-
tions, and with strict conditions for triggers
and very limited remedies.

In fact, when developing countries initiated
their call for an SSM, even back in the run-up
00u(TTu 6 3 - u21EYOTY , BOBUUTUREN *"OOTTUTOETY
in 1999, it was on the basis that this safeguard
measure inagriculture for developing countries
was needed and was “special” in that normal
safeguards as established in the WTO Agree-
O100s00u 2EIMTTUEVEU BTUTuBOEET@UENTu (01 IEOT
care of the special circumstances of agriculture
in developing countries. A special safeguard
OIETEONOu PEU UT@UBUTEx 0O OUET U 0w TOEENTu
them to invoke it and use it more easily and
TFIEMY102wiOUWETUEUMIUUENXUOEUEIUTBYTOWIT Ty
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.

3T 0UTuOITTuOOUOENVETTTUEUELUT@URUT U UT Ty
1000 TOWOTUTY TUEGEOOENROOUNOEIUENO TUITEN
the authorities undertake investigation proce-
dures to determine that there is injury or threat
of injury to domestic producers.

Recognizing that circumstances in agriculture
EUTu EDFTUTON VOO (TOUTY 16Uy BOEUUIUREN xUOE-
ucts, the Uruguay Round established a clause
for a Special Agricultural 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
UETTTUEUES UT@UpUT0u TYPETOETu OlubOI0UA ETIOUT
action can be taken, while the SSG does not re-
@UBULWUUETUTYDETOETG

However, the SSG was available for use only
by those countries that undertook the exercise
OluPUESEEROO2ub0ulTTu 40U TUEA 10UOEN 30U
included many of the developed countries



but only a small proportion of the developing
countries (only 22). To redress this, the devel-
oping countries are now insisting that a new
SSM be established which can be used by de-
veloping countries.

TUREUO0UUTY bOw ETYT00x0OTu EOUOIURT Uu UT@UBUT U
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 develop-
ment.

(2) There are many thousands or millions
of small producers — unlike in the case of in-
dustry 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.

pHA3TTUTUEEOLETu Y TU2WUUOO TURUEIVEROOUEOEL
swings in the prices of agricultural products
and imports, and these can take place more
UUEETO0au EOE O0UTu 1UT@UTO0aw (TEO 80u (TTu
case of industrial products, hence the need for
@UDEOTUEE(ROOS

(4) It is important to prevent social and eco-
nomic damage wrought by imports in agri-
culture in developing countries, rather than
ETuEOOP TEWI0uEEN OO0 ESTUITTuUTWOUWEED-
age happens. Therefore a special safeguard is
needed that enables action to be taken upfront
(when there are initial signs of import surge
OUxUBETUETEROTuUU SEDT OlulOuI08T T10uELx OUUBENT
SSM measure) rather than a normal safeguard
UTEQUT@URUTUUTUrOUUBOIUUAOWEO TuxOEETUETTOUTY
action is allowed. This is especially because of
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special circumstances in agriculture in devel-
oping countries. For example:

() Unlike in industry, the production cycle
in agriculture does not allow for sudden stop-
ping and restarting of production; if agricul-
tural production is halted or reduced because
of a fall in sales, and demand picks up again
VOO WO TUESTUELOOUOENWUETTTUEUEWTOTEaublu
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,
EOQEublu OUIELETyEPSEUN 10U DO 001 UTIOUOW 0
01w OUBTOOEG EUO>u TYTOu ESTUL (TTy OOUOEG UETT -
guard is applied because too much time will
TEYTul0EXUTEQ3TUUXUTYTOROOWOU@UBEOUEEIROCu
through the SSM is needed.

(b) Also, if demand for the domestic prod-
uct is reduced (because of increased imports),
ITTu ETYT100x00T1EOUGIUaw UOEW IEUO TU rOEUu bl
EDSEU00IOWOEUTEUTWIOUETTuO U TB0ixUOE UEWE Ul
to lack of storage facilities and to the perisha-
bility of agricultural products (unlike in indus-
try, where the factory can increase its inven-
tory, which it can then run down when there is
ECWOEUTEUT®OWENTIESTUITTUOOUOENMUETTTUEUEL
remedy is applied). Thus, preventive action
UTUOUTTu UM Mw 22, udUu UT@UBUT Eu EUu 01Ty OOUOEN
UETTTUEUEN POU0EY OO ETu0USEDT O 10u EEEUTU0
the problem.

Because of these and other special circum-
stances 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.
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