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Multilateral Trade Negotiations

GROUP 3(d) - SAFEGUARDS

Report to the Trade Negotiations Committee

1. In conformity with the decision taken by the Trade Negotistions Ccmmittee at its
July 1974 meeting, Group 3(d) met on 17 and 18 October 1974, in order tc carry out
technicel end snolytical work on the multilatersl safeguerd system (MIN/P/3
paragraph 26).

2. The view was expressed by some developed countries thet it would be difficult %o
meke deteiled comments on the existing safegusrd previsions or te cgree on changes

or improvements to the present system before the precise contents of the multilateral
trade negotiations were kncwn, Scme delegations questioned whether Article XIX, in
its present form, was rezlly incdequete, but recognized that there hod been certain
difficulties in the application of this provisicn., They felt that it was very
difficult ot this stage to define the nature of the problems. Nevertheless, they
were prepared tc enter into o discussion with other delegations in order to clerify
the problems and scarch for pessible solutions.

3. Many delegations expressed concern cver the lack of internotioncl disciplioce in
the area of safcguards end stressed the need for an excmination cf the present

mu” tilateral safeguard system., Meximum traode liberclizetion cculd in the view of
some delegations only be achieved when o satisfoctery safeguard system was cveilable,
It would also be an importont element for improved mcnegement of problems cond friction
in international trade reletions. Mony delegations cmphasized that such ocn improved
system could cnly be develcped in the multilctorsl trade negotiations which provided
cn opportunity for the meximum number of imperting ond exporting countries te
ascertain that their interests were protected, Sume delegaticns stated thot existing
unilateral and bilatorel restrictions whether or nct in ccnformity with international
trode rules should be espable of being considered tc fall within the ambit of a new
internationsl safeguard systom.

4e Delegotions from dovelcping countries stresscd that they stteched grent impor-
cnee te the reformulotion of present GATT rules in the centext of the Multilateral
Trede Negetisticns ond, in this connexicn, the questiin of scfeguards should be
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acecerded high pricrity. They emphasized thot differentisted ond acre favcurable
treatment for developing countrics w3 necessary, fensible ond oppropricte in the
field ¢f sofezuards. These delegnti.ns supp.rted yruPCS&lS which had been made
eerlier in the Carxdttec :n Trade ~nd Devel.pment by the delegotions cf Brazil
ond Nigeric (COM.TD/91 -nl COM.TD/92) cné mere recently in UNCTAD (TD/B/C.2/L.71).
In ptrtlcul er, they underlined thot the zener-l rule shculd be thot sefeguord
measures sh-uld not be opolied by devel.ped countries to imports from ieveloping
ccuntries, Exceptiuns could be mode ti this rule only in specific ond clearly
Jelinected circunstances, subject to .bjective criteria =nd appropriate justifi-

coticn precedures cnd nly cofter prior consultotions had teken place with the
effected develcping cruntries ond ofter the safezunrd measures hod been expressly
authorized by on cppropricte multiletersl body. They ols: expressed the view
that safegusrd seticn sheuld :cnly be token in 2 cose of proven zctuel naterizl
injury to Jdomestic industry rather thon in cases :f pctential injury. Furthermcre,
such ceticn should trke int account cetuzl meterial injury to the exporting
industries .f the devel:.ping ccuntries. Tntil the elesbeoration cf new general
rules, they pr.pcsed thot the developed cruntries shculd refrain from using
safeguard mensures ~zrinst imports from developing countries.

5.. The delegaticn ~f » develcping country, in giving its suppcrt to the propesal
to gront lifferentinted treatment t- levelipinz ciuntries appliccble in the field
:f safegucrds, requested thot perticulor ¢unsideration be given tc the situsticn
cid requirements ~f developing countries :utside ‘the GATT which are members cf

eccncmic grl.u,an S.

6. There wns ¢ wide me~sure of ngreement in the Griup that the mmltilateral
scfeguerd systeir shoul? civer effect tively the entire ronge of international treade,
i.e. industriczl ~nd cgriculturzl pr.ducts. Srme delegznticns reczlled their view
thot cny probler erising in the ”ppllC“tl n -f sofzpuard measures in the
egriculturel sect.rs sh: Suld be studied in co njuncti.n with Group 3(e). Scue
delegativns . ~um develiped ciuntries stoted that the system should beur equelly on
smell, mediuwa ond lerge size countries.

7. Scme delegoticns frum the develipeld countries were of the cpinicn that the
sefeguard provisicns should be amended s¢ thot in future s~feguard measures weuld
-nly be 2pplied to countries whose expurts were crusing metericl injury. These
delegoticns felt thet the scofeguarid cl-use f the Arrongement Regerding
Internaticvnal Trede in Textiles pruvided an interesting precedent for the
p'881b111ty”gf 2 selgctlve cppreach. S.ite cther delegoticns frem the developed -
countries, however, s-id that the prineiple of nrn-liseriminction in the
applicaticn of sefeguerd measures should remcin valid and eny departure from this
principle wculd necesssrily lead to th: proliferation of safegucrd scticns., These
delegations reminded the Gr-up that during the neg.tiations leading to the
Arrzngement Regerding Internationel Trode in Textlles, it wns cleorly understood
that eny scluticn arrived st in the conteéxt -f textiles would not prejudge the
pesiticn of ~ny country in the multilsteral trode negotisticns,
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g, Scue delegaticns pointed cut that the internestional sefeguerd system should
distinguish between measures cppropriste to deal with shcri-term pheromena ond
measures eppropricte *%ic longer run structurzl problems. In the latter case where
structursl changes were required, thesge could be fecilitoted by adjustment
assistance measures. It was, however, for neticnal g-vernments to decide tc what
degree such measures should be teken.

9, One delegation expressed the view that the new universel safeguesrd previsicns
resulting frem the multilateral trade negotiaticns should be based upon the
following principles: (a) any safeguard action should be taken only Yex post®,
nanely in cases of evident and proven matericl injury tc the impcrting country;
(b) cumpensation should be provided for if the sefeguard measure is epplied on

on m.f,n, basis; (c¢) the criteria for the cpplicetion of safeguard measures
should be non-discriminatory; and (d) prior ccnsultaticns should be chbligatory.

10. Scme delegati-ns seid that any reform of the multilaterel safeguard system
should involve the setting up of an interneticnal surveillence mechznism based cn
mutual commitments by beth imperting and experting ccuntries., Under such a
mechanism, any safezuerd action could be subjected to internatvicnal scrutiny.
Should the internationel commnity decide that the projected safeguerd scticn was
not  in fact werrented, the imperting country would hove to cease eppliceticn <f
the measure within = given pericd of time ond in case of refusal to withdraw the
nmeasure, the exporting cruntry would be asutherized to tcoke retaliztcry ocction.
These delezatioms could not support the idea put forward by cther delegaticns that
the decision whether = perticuler safeguard escticn was justified rested with the
experting country. It was incumbent on both importing and expcriting ccuntries to
determine what remedial action should be talken. Scme delegaticns pointed out that
not 211 countries were in agreement cn the conditions under which compenseation
might be sought in these sitnations,

11. Delegetions from developing countries suppcrted the idez of esteblishing a
multilcteral surveillance body te supervise the operaticn of the sofeguard system.
Such a multilateral surveillance body would, inter nlia, be respcnsible for the
establishment of rules ond prccedures for consultations, the determincticn cf
injury, end the applicatiun of differenticted treatment to the exports of
develcping countries. Fcr exomple, in those cases in which the bady cculd
determine that 2 developing ccuntry had n~t been responsible for the injury, the
develcped country which applied the sefeguard measure should provide mere than
proportionate compensation to the effected exporting ccuntry. They seid develcped
countries should put grester emphosis on re-cunversica assistonce measures in
order tec mcke a rescrt to safegucrd measures unnecessary. However, the aim of
this cssistance should not be tc restcre competitiveness tc the affected industries
but rather tc¢ bring abcut a trensfer of rescurces to more efficient sectors of

the economy, thus contributing to a more roticnal internaticnel divisien of
lzbour,
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12, Delegaticns from developing countries furthermcre pointed te the need to
elaborote specizl ond more flexible provisions in order to foeilitate the
eppliceation by these ccuntries ¢f safeguard mecsures in accerdonce with their
perticuler needs ~nd interest. Other delezctions noted thot developing countries
had in o number <f ceses in the peost rescried to Article XIX, and questioned
vhether there was any need to facilitate the eprlication by developing countries
of such nersures.

13, The Greup agreed thet the two secretariat pzpers (IMN/3D/1 end HIW/3D/2)
rovided e useful beasis for the exaiination »f sefegucrds. Scme delegeticns,
hovever, expressed reserveticns with respect to some of the informaticn in these
nctes and the appropnriateness of the inclusiun c¢f certain elements contained
therein. Proposals were mede te expend s-me perts of these notes, e.g. the
chopter ¢n the Arrangement Regerding Interncticnal Trade in Textiles,

14. One delegaticn prceposed that the Group, in 2 first stage of its work, shculd
examine ond analyze the present safegucrd system besed essentially. on GATT
Article XIX. This exeminaticn should focus :n the following pcints:

- what was the present systen intended to aceumplish;
- hew had it operated;
-~ why hed there been such limited gpplicaticn of its provisions;

- why had countries turned tc¢ specizl mecsures or other GATT Articles tc
safequard domestic producers,

After the present system had been ecnalyzed, the Group should explore ways of
crrrecting the problems identified; ond go on te develsp the elements <f an
impr:ved system. This might be regorded cs the seccnd stage of the Group's werk.
There ves a wide neasure of supoort in the Greup for this seneral apnroach to the

Group's werk.

15. The same Jdelezaticn z2ls: propreged thot if its general epproech was acceptable,
the secretorist shculd establish a survey, similor tu the cne carried cut in 1960
in ccnnexitn with considerctizn <f the market disruption issue, which weuld
cJver:
- the messures ccuntries toke tc protect ageinst serious injury <r threat of
sericus injury;
- the internaticncl procedures cr srrongements outside GATT, under which
restrictive uecsures cre epplied; ond

- the dcmestic procedures for hondling coses «f seri-us injury or threct of

sericus injury (whether zction is tcken internaticnclly within GATT or
cutside GATT).
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In addition, the secretariat should prepare a brief paper setting forth = dralt
analytical framework to guide the discussions cn the reasons why the GATT
safeguaré system centred in Article XIX had nct functioned well. Deteils of this
preposel are contained in MTN/3D/W/1.

16. The Group requested the secretariat to prepere a factual note which weuld
contein the elements listed in paregraph 15. This ncte would conecentrate on
emergency-type actions in the widest sense., It was pcinted cut thet only limited
informaticn was available in the secretariat on bilateral arrengements under
which restrictive neasures wvere gpplied as well es cn domestic procedures for
handling cases of sericus injury or threat of sericus injury. Members cf the
Group understood that they might have to couplete the relevant informeticn in this
respect, Il was sgreed that measures in the textile sector should not be included
in the ncte as information in this area was being made availeble in ancther
context, It wes agreed that the secretariat would elsc examine the fezsibility

of providing a swmary cf existving informeticn concerning measures tcken under
cther GATT safeguard provisions.

17. The Grovp alsce agreed that e paper identifying the sress in the field of
sefeguerds which might werrant exemination by the Greup be prepared by the
secreteriat. The purpouse of this paper would be to permit en crderly further
discussicn. This peper weuld base itself cn the preposal ceontained in

document MIN/3D/W/1, (a)-(f). There was consensus that additional peints for
consideration should be added to the list by the secretariet and by delsgcticms.

18, It was further agreed that in its future activities the Group carry cut in
parallel the general work and the work on differentiated treatment for developing
countries and thet the secretariat would examine the fessibility of drawing up
pessible alternatives for the granting of differentizted treatment te develcoping
countries.

19, The Group further sgreed thot several of the questions raised in the course
of the discussion, e.g. differenticted treatment tc be accorded tc¢ develcping
countries, nun~-discriminatory epplicetion of the safeguerd cleuse, multiloterel
surveillance and adjustment assistance measures, required further reflection and
consideraticn,



