 GENERAL AGREEMENT ON zSﬂggg
TARIFFS AND TRADE 18 October 1974. -

Multilateral Trade Negotiations
GROUP_3(d) - SAFEGUARDS

Draft Report to the Trade Negotiations Cormittee
1. In confornity with the decision taken by the Trade Negotiations Committee at its
July 1974 nmeeting, Group 3(d) et on 17 end 18 October 1974, in order to carry out
technical and analytical work on the multilaterel safeguard system (MIN/P/3
paragraph 26).
2. The view was expressed that it would be difficult to neke detailed comments on the
existing safeguerd provisions or to agree on changes or improvenents tc the present
systen before the precise contents of the multiletersl trade negotiations were known.
Some delegations questioncd whether Article XIX, in its present forn, was really in-
edequeate, but recognized that there had been certain difficulties in the application
of this provision. They felt that it wes very difficult at this stage to define the
nature of the problens. Novertheless, they werc prepared to enter into a discussion with
other delegation: in order to clarify the problems and sear-h for possible solutions.
3. Some delegetions expressed concern ¢ver the leck of internationel discipline in the
area of safeguards end stressed the nced for an exenination of the present multilateral
sefeguard systen based cn Article XIX. The availebility of ﬁ'satisfactory safeguard
systen would be 2 necessery conditicn for neximun trade liberelization. It would also
be an inportant elenent-for inpreved nenageient of problens and friction in interna-
ticnel trade releticns. It wes eiphesized that such en improved systen could only be
developed in multilateral trade negctiaticns which provided en oppertunity for the maxi-
mur nuwaber Cf.importing and exporting ccuntrics to ascertain that their interests were
protected. Existing unilateral and bilaterel restrictions not in conformity with
internationsl trade rules should be abclished ot the sane tine as the new safeguard

system was intrcduced.
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4. Delegations from developing countries stressed that they attached great
“importance to the reformulation of present GATT rules in the context of the
Multilateral Trade Negotiations and, in this connexion, the question of safeguards.
should be accorded high priority. They emphasized that differentiated and more
favourable treatment for developing countries was necessary, feasible and
appropriate in the field of safeguards. These delegations supported proposals
which had been made earlier in the Committee on Trade and Development and more
recentl& in UNCTAD. In particular, they underlined that the general rule should
be that safeguard measures should not be applied by developed countries to imports
from developing countries. Exceptions could be made to this rule only in specifie
.and clearly delineated circumstances and only after prior consultations had taken -
place with the affected developing countries and after the safeguard measures had
been expressly authorized by an appropriate multilateral body. They also expressed
the view that safeguard action should only be taken in a case of proven actual
injury to domestic industry rather than in cases of potential injury.
Furthermbre,.such actiou should take iuto account possille damage to the
.exporting industries of the developing countries. Until the elaboration of new
general rules, they proposed that the developed countrles should refrain from
using safeguard measures against imports from developlng countriea.

5« There was agreement in the Group that the multilateral safeguard system
should cover the entire range of international trade, i.,e. with industrial and
agricultural products and that the system should apply to all countries alike.

6; Some delegetions were of the opinlion that the.safeguard provisions should
be amended so that in future they would only be applied to countries whose exports

were causing ﬁaterial injury. These delegations felt that the safeguard clause
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of the Arrangement Regérding International Trade in Textiles provided an
interesting precedent for the possibility of a selective approach., Other deiegations,
howeﬁer, said that the principle'Of'hon—discrimination in the application of
safeguard measures should remain valid and any departure from this principle
would necessarily lead to the proliferation of safeguard actions. These delegations
reminded the Group that during the negotiations leading to the Arrangement Regarding
International Trade in Textiles, it was clearly understood that any solution
arrived at in the context of textiles would not prejudge the position of any
country in the multilateral trade negotiations.
7. Some delegations pointed out that there were two types of safeguard situation:
short-term emergencies, on the one hand, and longer-term problems on the other.
In the former case, safeguard measures proper were warranted. In the latter case,
structural.changes were required and these should be bfought about by adjustmént
assistance measures. It was, however, for national governments to decide to what
degree such measures should be taken.
8. Some delegations said that any reform of the multilateral safeguard system
must involve the setting up of an international surveillance mechanism. Under such
a mechanism, any Article XIX action would be subjected to international scrutiny.
Should the international community decide that the projected safeguard action was
not, in fact, warranted, the importing country would have to cease application of
the measure within a giveﬁ period of time and in case of refusal to withdraw the
measure, the exporting country would be authorized to take retaliatory action.
These delegations could not support the idea put forward by other delegations that
the decision whether a particular safeguard action was justified rested with the

importing country.
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9. Delegatioﬁs from developing countries supported the idea of establishing a
~multilateral surveillance body to supervise the operation of the safeguard system.
‘iSuch a multilateral surveillance bod¥ would, inter alia, be responsible for the
establishment of rules and procedures for consultations, the determination of
injury, and the application of differentiated treatment to the exports of
Qeveloping cauntriés. They said developed countries should put greater emphasis
6n adjustment assiétance measures in order to make a resort to safeguard measufés
unnecessary. However, the aim of such adjustment assjistance should not be to
restore profitability to the affected industries but rather to bring about a
trapsfer.of resources to more efficient sectors' of the‘economy, thus |
contributing to a more rational international division of labour.

10. Delegations from developing countries furthermore pointed to the need to
elaborate special and more flexible provisions in order to facilitate the
application by these countries of safeguard measures in accordance with their
particular needs and interest. Other delegations noted that developing
countries had in a number of cases in the past resorted to Article XIX, and
queétiéned whether an& real problems existed for developing countries in this
reg&rd. '

11. The Group agreed that the two secretariat papers (MTN/BD/l and MI&/BD/Z)
provided a useful basis for the examination of safeguards. Some delegations,
howevér; expressed reservations with respect to somé of the information ip thgse
notes and the apprqpriateness of the inclusion of certain elemegts
contained,therein.. Proposals were made to expand some parts of these.notesf‘

e.g. the chapter on the Arrangement Regarding International Trade in Textiles.

(L))
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12, One delegation preposed that the Greup, in z first stage of its work, should
excmine ond analyse the present Article XIX systen. This exaninsticn sheuld
focus cn the following points:

-~ what was the present systen intended to accomplish;

how had it operated;

why hal there been such linited epplicaticn of its provisions;

why had countries turned to special neasures or other GLTT Articles to
safeguard doiestic prolucers.

After the present systeu had been anslysed, the Group should explore ways of
correcting the probleus identified, snd go cn tc develcop the elenents of an
improved systen. This night be regerded as the seccnd stage of the Group's work.
13. The sane delegcticn also proposed that if its zenerel approach wes acceptable,
the secretariat should esteblish a survey, siuilar tc the one carried cut in

1960 in ccnnexion with considercticn of the :arket disruption issue, which would

- the ne-sures ccuntries tecke tc protect ageinst c. .amercial injury;
- the internaticnal pricelures cr arranszerents cutsile GATT, under which
restrictive necsures are gpplied; end
- the dosestic procedures f:r handling courmerciel injury cases (whether
ection is tcken internaticnelly within GATT or cutside GATT).
In addition, the secretariat should examine, in an analytical paper, the reasons
why the GATT safeguard system centred in Article XIX had not functioned well.
Details of this proposal are contained in MTN/3D/W.. .

14. The Group agreed to instruct the secretariat . . .

3
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15. The Group further agreed that several of the questions raised in the course

of the discussion, e.g. differenticted treatnent to be accorded to developing

countries, ncn-diserininetcry
multilateral surveillance and

reflection and consideraticn.

applicaticn cf the safeguard clause,

adjustient assistance neasures, required further

o))



