GENERAL AGREEMENT ON MIN/INF/25

15 June 1978

TARIFFS- AND TRADE Special Distribution

Multilatersl Trade Negotiations

NOTE BY THE SECRETARIAT

This paper is being circulated by the secretariat on its own responsibility
in order to try tc faeilitate the negotiations on this subject.

Draft Declaration on Trade Measures Teken for
Balance-of-Payments Purposes

The CONTRACTING PARTIES,

Having regard to the provisions of Articles XII and XVIII of the General
Agreement;

Recalling the procedures for consultations on balence-of-payments
restrictions approved by the Council on 28 April 1970 (BISD, Eighteenth Supple-
ment, pages 48-53) and the procedures for regular consultations on balance~of-
payments restrictions with developing countries approved by the Council on
19 December 1972 (BISD, Twentieth Supplement, pages 4T-49);

Convinced that restrictive trade measures are in general an inappropriate
means to maintaln or restore balance~oi-payments equilibrium;

- Recognizing that tariff surcharges, import deposits and trade measures having
similar effects rather than quantitetive restrictions have been used for balance-
of-payments purposes; .

Recognizing'that less-developed contracting parties often have balance-of-
payme?ts'problems of a structural nature and difficulties in avoiding the use of
restrictive trade measures to maintain or restore balance-of-payments equilibrium;

} Recogniz%ng that the impact of trade measures taken by developed countries
on the economies of developing countries can be serious; :

Agree as follows:

1. The developed contracting partiés affirm their resolve to avoid introducing
or intensifying restrictive trade measures for balance-of-payments purposes.



MIN/INF/25
Page 2.

2. Notwithstanding the provisions of Article II of the General Agreement
and without prejudice to the other provisions of the General Agreement,
contracting parties mey apply, for balance-of-peyments purposes, teriff sur—
charges, import deposits or trede measures having similar effects instead of,
or in addition to, quantitative import restrictions. The criteria and pro-
cedures stipulated in Articles XII and XVIII shall apply to all trade messures
‘taken for balance-of-pgyments purposes, whether taken in the form of tariff
surcharges, import deposits and trade measures having similar effects or in
the form of quantitative import restrictions.

3. The application of trads measures taken for balance~of-payments purposes
shall be subject to the following conditions:

(a) In choosing between tariff surcharges, import deposits, other trade
measures having similar effects and quantitative import restrictions
contracting parties shall give preference to the measure that has
the least disruptive effect on trade.

(b) The simultaneous application of more than one type of trade measure
on one product category shall be avoided to the extent practicable.

(e) ¥o trade measure teken for balance-of-payments purposes shall be
used to protect a particular industry or sector. This condition is
“without prejudice to the provisions of Article XII:3(b) and of
Article XVIII:1O of the General Agreement.

(d) The contracting parties shall endeavour to avoid thaet trade measures
taken for balance-of-payments purposes stimulate new investments
that would not be economically visble in the absence of the measures.
Whenever practicable, contracting parties shall therefore publicly
announce & time scheéule for the removal of the measures.

The CONTRACTING PARTIES recognize that the extent to which the realization of
the above conditions by less-developed contracting parties is practicable may
depend on their development, financial and trade situation.

L. Developed comtracting parties shall, in applying restrictive trade
meagsures for balance-of-psyments purposes, take especially into consideration
the ‘export interests of less-developed contracting parties. The developed .
contracting parties should exempt less—developed contracting parties from
their trade meesures tsken for balance~cf-psyments purposes if they consider
that this is feasible without frustrating the purvose of their measures.

5. Comtracting parties shall promptly notify to the GATT the introduction
or intensification of all restrictive trade measures teken for balance-of-
Payments purposes. Contracting parties which have reason to believe that a
restrictive trade measure applied by another contracting party was taken for
balance-of-payments purposes mey notify the measure to the GATT or ney
request the GATT secretariat to seek information on the measure and to mske
it availsble to all contracting parties if appropriate.
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6. All restrictive trade measures taken for balance-of-payments purposes
shall be subject to consultation in the GAPT Comittee on Balance-of-
Payments Restrictions (hereafter referred to as "Committee").

7. The Committee shall follow the procedures for consuitstions on
balance-of~payments restrictions spproved by the Council on

28 April 1970 and set out in BISD, Eighteenth Supplement, pages 4B8-53,
(hereinafter referred to as "full consultation procedures") as well as the
procedures for regular consultations on balance-of-payments restrictions

with developlng countries approved by the Council on 19 December 1972 and

set out in BISD, Twentieth Supplement, pages h7-49, (hereinafter referred to
as "simplified consultation procedures") for quantitative import restrictionms,
tariff surcharges, import deposits and trade measures having similar effects.

8. As provided for in paragraph 10 of the full consultation,procedures,
the composition of the Committee should reflect as far as possible the
characteristics of the contracting parties in general in terms of their
geographical location, external fimancial’ p031t10n and stage of economic
development. The membership in the Committee is open to all contracting
parties indicating their wish to serve on it.

9. - To facilitate a prompt and effective review by the Committee,the GATT
secretariat, drawing on all appropriate sources of information and in
co-operation with the consulting contracting party and interested members of
the Committee, shall prepare a factual study of the trade aspects of the
m2asures taken by the consulting contracting party. The study shall

include a section on the effect of the measures on less—developed contracting
parties and on such other matters as the Committee may determine.

10. In the case of consultations under Article XVIII the Committee shall
decide whether full or simplified consultation procedures are to apply. The
Committee shall take its decision in the light of factors such as the
following:

(a) the time elapsed since the last full consultations;

(b) <he actions taken in the light of previous conclusions of the
Committee;

(c) the changes in the overall level or nature of the trade measures
teken for balance-of-payments purposes;

(d) the changes in the balance-of-payments 51tuat10n or prospects,

(e) the changes in the overall economic 51tuat10n of the contractlng
party.

11. A less—developed contracting party may at any time request full con-
sultations. As provided for in paragraph 3 of the full consultation
procedures, a less-developed contracting party may at any time request
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expanded consultations in which particular attention is given to the
posaibilities for alleviating and correcting the balance-of-payments
problem through negsures that contract;ng parties might take to facilitate
an expansion of the export earnings of the consulting contracting party.

12. The technical sssistance services of the GATT secretariat shall, at
the request of a less-developed consulting contracting party, assist it in
preparing the documentation for the consultations.

13. The Committee shall report on its consultations to the Council. The
reports on full consultations shall indicate:

(a) the Committee's conclusions as well asiﬁhe facts and reasons on
which they are based;

(b) the steps the consulting contracting party has taken in the
light of previous conclusions of the Committee; and,

(¢) in the case of less-developed contracting parties, the facts and
reasons on which the Committee based its decision to apply full
consultation procedures.

14, If the Committee finds that a restrictive trade measure taken by the
consulting contracting party for balance-of-payments purposes is incon-
sistent with the General Agreement or this Declaration, it shall, in its
report to the Council, make such findings as will assist the Council in
meking & recommendation for the removal or suitable modification of the
measure within a specified period. If the Council makes such a recommen-
dation, the consulting contracting party shall, within the period specified
by the Council, renort on the steps it has teken to implement the
recommendation. After the period specified by the Council, the Committee
shall consult with the contracting party on the implementation of the
recommendation and report to the Council. ’

15. If the Committee finds that the consulting contracting party's measures

(a) are a consequence of a recent restrictive trade measure by
another contracting party, or

(b) have e significant adverse impact on the export interests of a
less-deveioped contracting party,

it shall so report to the Councll which shall take such further action as
it may consider appropriate.



