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The United States supports examination of the present multilateral safeguard
system, essentially for two reasons:

- First, the present system based on GAIT Article XIX is not working well. Mcst
countries make little or no use of it. Instead, there is an increasing
tendency, in dealing with commercial injury problems, to pursue policies and
employ techniques outside the multilateral framework. There is a growing
concern over the lack of international discipline in ‘this area. We share
that concern.

- Secondly, the availability of a satisfactory safeguard system will influence
the extent to which countries are prepared to reduce trade barriers in the
current negotiations. Participating countries must be able tc provide the
opportunity to impactod domestic producers to adjust to rapid changes and
pressures resulting from trade liberalization. We will need to find an
improved moans for short-term amelioration of adverse impacts combined with a
smoother, more dupendable adjustment process. The United States therefore
attaches grecat importance to the development of a multilateral safeguard
system which will both facilitate iiboralization and preserve the results
achieved.

In addition to its significance for trade barrier recduction, a more satisfactory
system will bec an important element for improved management of problems and.
frictions in international trade rclations. It can makc an important contribution to
the improved framcwork for the conduct of world trade called for by the Tokyo
Declaration.

While therc have been some useful preliminary explorations of this problem in
the OLCD and in the GATT Committec on Industrial Products, wc believe that an
improved system can only bc developed through the Multilateral Trade Negotiations.
This forum provides an opportunity for the maximum number of importing and exporting
countries to make surc their intercsts aro protected.
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The dcvelopment of the basic clcments of such a systen involves complox
issues and all possibilities and points of view shouid be carefully and
objectively examined beforc any conclusions are formulated. We strongly believe
that the developmant and impleacntation of the new safeguard system should be
accompanied by the removal of unilateral and bilatoral restrictions not in
confbrmity with internationel tradec rules.

As noted in document.MTV/BD/l, thc GATT contains a number of provisions which
may be invoked to deal with various specified contingencies. - Article XIX, however,
was specifically imcluded to allow emergency protective action when increased
imports cause or threaten secrious injury to domestic producers. We believe,
thereforc, that a thorough examination and analysis of the present GATIT Article XIX
systemn should corstitute the first stage of the subgroup!s work. The oxamination
sheuld focus on: '

what the present system was intended ﬁo acconplish,

how it has operated,

why there has bcen such limited application of its provisions,

and why countries have turned to special measures or other GATT articles to
safeguard donestic producers.

After the present systom has beon analyzed, we should bc in a good position
to cxplore ways of correccting problems identified and go on to develop the elements
of an improved system. This nlght be regarded as the g gcogd gtgge of the
subgroup's work programme..

Is this general approach 1s acccptable, we believe the GATT secretarlat night
be asked to do two things to facilitatc the examination. First, we will need a
better indication of the scopc and nature of the present problem. The secrctariat
has done acomiendable job of assembling available information on safeguards in
docunent kﬂlbﬁﬂzﬁl. AS the sccretariat has itself indicated, however, the note is
incomplete in several inportant respects. I have e few detailcd comments, which
I should like to make later, on the secretariat paper and the types of additionel
information we think might be useful. What we have in mind, however, is a survey
somewhat along the lines of the one carried out in 1960 in connexion with GATT
consideration of the market disruption issue. The survey might cover:

- meagures countrics take to protect against comncreial injury,

-~ international proccdures or arrangenents outside GAIT under which
restrictive nmeasures are applied, and
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- domestic procedures for handling commevrcial injury cases (whether action is
taken internationally within GATT or outside GATT).

Our gecond suggestion would be that the secretariat prepare a short analytical
paper. While document MTN/3D/1 contains much factual information on’the provisions,
procedures and operation of GATT Article XIX there is no identification and analysis
of the reasons why the GATT safeguard system centered on Article XIX has not
functioned well. An analytical paper addressing these issues would provide a
useful basis on which to begin discussion in the first stage of our work programme.
The following are among the issues that might be dealt with in this paper:

(a) We note that the most frequent users of Article XIX have been the United
States during the 1950's, and Australia and Canada during the 1960's. We
" note also that these are the countries mentioned as having statutory require-
ments for public investigation of possible escape clause actions. Has the
existence or non-existence of public domestic procedures influenced the extent
to which countries have utilized the parsallel GAIT provisions rather iian
alternative arrangements? Have such domestic procedures minimized the total
resort to restrictive action? Have review provisions in domestic procedures
tended to shorten the time during which escape clause actions remain in force?

(b) 1Invocation of Article XIX exposes a country to the possibility of dis-
criminatory retaliation +f ogrcement ig not reached with affected trading
partners. Has ‘his inhibited resort to the GATT procedures?

(¢) Although the text of irticle XIX does not men%tion compensation
specifically, compensation has been granted in a great many Article XIX cases -
and in all but three or four United States actions. Has the need to provide
compensation induced countries to seek alternative solutions? Does the grant
of compensation reduce pro~- g to restovs *he original concession tending ‘o
make escape clause actions permanent? Is compensation appropriate in escape
clause cases?

(d) What is the relationship between Articles XIX end XXVIIT? Under tlhe
latter, countries cen renegotiatie tariff concessions durinz the open season
without explaining the reasons why such action is necessary. Periodic resort
to use of Article XXVITI might greatly have reduced the use of Article XIX.
In this connexion, document MTN/3D/2 contains some summary information on the
operation of Article XXVIII, It would be helpful if the secretariat could
expand this section to indicate the scope and frequency with which individual
countries have had recourse to these provisions.

(e) Article XIX has been interpreted as permitting only non-discriminatory
escape clause action. Has this requirement been a major factor in inducing
countries to seek alternative solutions? Has the need to prove serious
injury or to submit to multilateral examination inhibited resort to

article XIX?
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(£) Are there certain types of products, industrial sectors, or special
situations that do not lend themselves to the Article XIX mechanism?

Discussion based on an analytical, or issues paper of this type prepared by
the secretariat should help to identify and indicate the relative importance of
various factors influencing the effectiveness of the present system.



