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Note by the Secretariat

Introduction

1. 4t the initial meeting of Group 3(d) in October 1974, it was agreed that in its
future activities the Group would carry out, in parallel, the general work and the
work on differentiated treatment for developing countries and that the secretariat
would study the feasibility of granting differentiated treatment to developing
countries in the course of the negotiations.

2. To assist participating countries in their examination of the feasibility of
such treatment for developing countries in the field of safeguards, a synthesis of
various proposals made and views expressed on this question at meetings of the
Committee on Trade and Development, Group 3(d), etc. is provided below. It was also
thought that reference to the relevant provisions of Article XXXVII of the

General Agrecment and some information on th drafting history of this Article, would
shed light on the consideration given to related points of intercst to developing
countries in this area. A brief analysis of Article XIX actions concerning developing
countries is provided. Finally, a numbor of points concerning the feasibility of
differential troatment for developing countries in the ficld of safeguards arc raised
for consideration.

3. s additionzl background, tho proccdures established by the Committee on Trads
and Dovelopment for reporting and for consultations and conciliation as provided for
in Part IV and Article XXIII in connexion with developing country intorests are
reproduced in Lnnexes 1 and 2 respcctivoly. Proposcls for the provision of special’
troatment to developing countrics in the ficld of safcguords made by the dclegations
of Brazil and Nigeria in thc Committec on Tradc and Development are shown as Jnnexes 3
and 4 and a draft UNCTAD resolution on this subjcct is attached as inncx 5. For
refeorence purposcs, the relevant provisions of the rrangement Regarding International
Trade in Textiles rcferred to in this note are reproduced in Lnnex 6.

ljs indicated in paragraph 4 of MTN/3D/1 and in document MIN/3D/3 a number of
GATT provisions and procedures are concerned with safeguards. However, this note is
concerned meinly with the application of Article XIX and the provisions of Part IV
that may be relevant to the use of safeguard measures in relation to products of
export interest to developing countries.
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1

Article XXXVIT™

4o In the light of actions to introduce or increase the incidendé of :tariffs

and non-tariff barriers on products of interes® to developing countrles, it is
relevant:to consider the provisions of Article XXXVII and their drafting‘history.
Article XXXVII provides in paragraph l(b) that developed contracting parties shall,
to the fullest exient possible = that is, except when compelling reasons, which
may include legal reasons, make it impossible - refrain from: 1ntroduclng, or:
increasing the incidence of customs duties or non-tariff import barriers on-
products currently or potentially of particular export interest to less-developed
contracting parties. These provisions, though they were drawn-up in broad terms
to cover restrictive actions generally, apply, inter alia, subject to qualifications
stated therein, to safeguard actions, notably those provided for under Article XIX.
The drafting hlstory of Part IV indicates that the drafters had in mlnd that
neasures permitted under Article XII, Afﬁicle XVIII.D, Artidie XIX, Article XXVIII,
or under any other procedures permitted under the General Agreement.

5. Paragraph 2 of Article XXXVII states that whenever it is considered that
effect is not being given to the provisions, inter alia, of sub-paragraph (b) of
paragraph 1 the matter shall be reported to the CONTRACTING PARTIES, whlch, Af -
requested to do so by any interested contracting party, shall consult on ths ™
matter with the contractlng party concerned and all interested contracting parties
with a view to reaching satisfactory solutions. .In the consultations, reasons

Irhe Protocol:introducing Part IV is now in force amongst all but three
contracting parties, ;

2An interpretative note in the draft of Part Iv submlﬁted by the Committee
on the Legal and Institutional Framework to the CONTRACTING PARTIES at their .
session in early 1964 (L/2195/Rev.l) read as-follows: -4iAd paragraph (b). Thls
paragraph would apply in the event that consideration was being given to special
measures permitted under Article XII, Article XVIIIB, irticle XIX, Article XXIV,
Article XXVIII or under any other procedures permitted by this Lgreement®., With
some ‘delegations having a reservation on the inclusion of Article XXIV, this
interpretative note was not included:in: the final text.
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for such non-compliance are required to be examined and, among other things,
consideration would be given to whether compelling rearons, including legal
reasons, existed for the application of the measure. 7The drafting history
indicates that these provisions for consultations were included in the Article

in an effurt to ensure the effective implementation of Part IV against the 1
background of qualifications made to the commitments contained in Article XXXVII.

6. In this comnexion, it may be noted that the Committee on Trade and
Development adopted in 1965 reporting procedures in order to give effect to the
provisions set out in Part IV and in 1970 procedures for consultations which

could be used whenever it wss considered that effect was not being given to any

of the provisions of sub-paragraphs (a), (b), or (c) of Article XXXVII:i.

However, aince these consultation procedures have not yet been invoked, it is
difficult to see what precise protection they could provide developing countries
against the use of restrictive measures including *hose taken by way of safeguards.
The elements conteined in the consultation procedures (see Annex 1) include the
following: (i) assistance by the secretariat in the preparation of the necessary
background documentation and for the facilitation of consultations betwsen the
parties concerned (paragraph 1); (ii) review of the matter by the Committee

on Trade and Development on the basis of the background documentation (paragraph 2);
(iii) arrangements for examination including the establishment of a panel or a
working party. Guidelines on the composition, terms of reference, proceedings and

lrhe Committee on:the Legal and institutional Framework recognized that the
phrase "to the fullest extent possible® in paragraph 1 could have the effect of
leaving the applicability of the provisions of sub-paragraphs (a), (b) and (c) of
paragraph 1 exclusively to the judgement of each. contracting party subject to
them. Further, some developing contracting parties expressed concern that this
phrase might be used in a way that would considerably detract from the
effectiveness of the paregraph. For this reason, it was sgrsed to incorporate
in the commitments an interpretation of the phrass and to make provision for
consultations (cf. L/2281, paragraph 4).
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reports of the panel or the working party (paragraph 3): (iv) rcport of the
Comittee to the CONTRACTING PARTIES on the estzblishment of any panel or
working party and on the results of the consultations carried out by it

(paragraph 3).1

7. In connexion with a suggestion for linking adjustment assistance measures
to the question of safeguards, Article XXXVII:3(b) provides that "The developed
contracting parties shall give active consideration to the adoption of other
measures designed to provide greater scope for the development of imports from
less-asveloped contracting parties and collaborate in appropriate international
action to this end.'" An interpretative note to this paragraph states that the
other measures might include steps to promote decmestic structural changes.

8. Article XXXVII:3(c) provides that “The developed contracting perties shall
have special regard to the trade interests of less-developed contracting partioes
when considering the application of other measures permitted under this Agreement
to meet particular problems and explores all possibilities of constructive remedies
before applying such measures where they would affect essential interests of
those contracting parties.” The drafting history indicates that care was taken

1During the drafting stage a question was posed as to measures which could
be taken when a developed country did not fulfil cormitments even after a decision
by the CONTRACTING PARTIiES that the reasons advanced by that country for not
fulfilling its commitments were insufficient. Paragraph 5 of Article XXXVII
refers to consultations under normal procedures of the General Agreement -
including notably Article XXIII - to which each contracting party may have recourse
with respect to any matter or difficulty which may arise.

The Decisicn of the CONTRACTING PARTIES of 5 April 1966 (Annex 2) provides
for procedures enabling the nores speedy and efficient use of the provisions of
Article XXITI by developing countries. These procedures contain provisions for
reference of the matter by the complaining developing country to the Director-
General for his good offices, examinaiion of the matter ty a panel of experts -
with a view to reccimending appropriate solutions and time-limits for the
consultations by the Director-General (two months), for the submission of findings
and recommendations by the panel of experts (sixty days), and for the submission
of a report by the contracting party to which the recommendation is directed
regarding the action taken (ninety days). In the svent that a recommendation to
a developed country is not applied within the time-limit (ninety days),the
CONTRACTING PARTIES are required to consider what measures should be taken to
resolve the matter.
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in the drafting to avoid overlapping between the provisions of paragraph 1(b)
and paragraph 3{(c), to the extent that an escape clause action would fall within
paragraph 1(b) and not within paragraph 3(c). It was considered by some
delegations involved in the drafting that #other measures" referred to in
paragraph 3(c) included anti-dumping and countervailing duties and export
assistance measures. '

9. There have been no instances where Article XXXVII has been invoked to

exempt developing countries from restrictive actions including actions taken under
the provisions of Article XIX. However, Article XXXVII has been referred to in
discussions in the context of the application of import deposits and surcharges
for balance~of-payments reasons. It has been stated by delegations of developing
countries that in terms of the provisions of this Article, restrictive action
taken by developed countries should not apply to imports from their countries.

" In certain cases, it was also stated that the action taken was without compelling
reasons since imports from developing countries could have been exempted without
significant injury.to the importing country. In only one instance the developed
country (Denmark) imposing a restrictive measure (temporary import surcharge)

for balance-of-payments reasons exempted products originating from developing
countries (members of the'Group of Seventy-Seven")to the extent that such
produsts were included in the country's GSP scheme. Ip other instances, it was
staeted that the trade interests of developing countr’ :s were taken into account
in the exemptions made on a most-favoured-nation basis, but the exemption of all
imports from developing countries was not desirable or feasible since this would
reduce the effectiveness of the measures thus delaying the solution of problems
and the time when the measures could be relaxed or removed.

Application of Article XIX to.developing countries

10. In 1971 and 1972, the Comaittee on Trade and Development discussed the
question of the application of escapc clause action to Aeveloping countries and
exchanged views as to whether it was necessary to re-examine Article XIX in the
conditions existing after the introduction of Part IV of the Genersl Agreement
(cf. L/3625, paragraphs 19-21 and L/3760, paragraphs 43-46). Some delegations
from developing countries were of the view that it oould not be considered
equitable to apply emergency measures under Article XIX on the same basis to
imports of products from countries in different stages of development, and
proposed that in the light of Part IV and especially Article XXXVII, imports fram
developing countries should be exempted from the scope of action under Article XIX.

1l. Representatives of several developed countries stressed that Article XIX
covered emergency rather than normal action and that it was to be invoked only
in cases of serious injury. To require the discriminatory use of this Article and
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thus to eliminate part of its escape value nature, might in fact encourage the
use of quantitative restrictions and limit the ability of contracting. parties to
accept commitments for trade liberalization. One of these representatives felt
that serious injury requiring emergency measures would be among tha "compelling
reasons" mentioned in Article XXXVII and thus would place Article XIX situations,
outside the scope of paragraph 1(b) of the Article. There could be situations,
however, where an importing country might decide, after paying regard to the
particuiiar interests of developing countries, not to proceed with any emergency
action under this Article.

Article XIX cfiohs

12, . An.analysis of the application of safeguard provisions in the GATT, notably
Article XIX, was provided in secretariat note MIN/3D/1. The follo-sing points
concerning developing countries supplement this analysis, Notifications by .
contracting parties of emergency actions show that developed countries have had:
recourse to such actions in approximately fifty instances, excluding several
instances concerning cotton and related textile products, It appears that
products exported by developing countries were involved in at least sne half of
these cases. The information available also indicates that in about one quarter
of the cases identified, developing countries were among the suppliers participating
in the increase in imports of the products in respect of which action was taken
though - the import share of these countries was more significant in some products
than in others. '

13. Approximately ovne half of the instances involving the export products of
developing countries took the form of import restrictions, and for the rem2ining
one helf bound tariffs were increased. In the latter case, one developed country
chose to increase the incidence of tariffs in the form of a surtax orn imports .
without modifying the relevant duty rates. This country has applied the surcharge
only for a short period of time.

1. It may also be noted that in approximately one third of the instances where
products exported by developing countries were involved, the emergency measures
were terminated within twelve months, while in almost one half of such cases the
measures were applied for over five years or are still being applied after five
years. In several instances, temporary tariff increases introduced under the
provisions of Article XIX¥ have been made permanent as a result of the renegotiation
of tariff concessions under Article XXVIII, :

15. Invocation of Article XIX by developing countries is recorded i slw instances.
In one such instance, it is clear on the basis of the notification received that.
the developing country concerned took temporary emergency action under Article XIX
to facilitate the establishment of z new domestic industry.
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16. 1In the light of the above, it would appear that in the context of the
drafting history and adoption of Part IV, efforts were made to safeguard the
interests of developing countries against the imposition of new barriers to

their -exports. . Subsequent discussion, howsver, would indicate that .the measures
adopted in this connexion have not operated in the manner in which the developing
contracting parties considered they should kave been operated. Scme:of the
argumentation used may have relevance to the question of the use of safeguards

in such a manner that imports from developing countries are protected from
avoidable injury.

Preparatory work for ths trade negotiations,

17. 4s an element in the preparatory work for the trade negotiations during

1973, the Committee on ivrade and Development discussed on a preliminary basis
questions relating to safeguards in connexion with -the interests of developlng
countries. On the bagsis of proposals made by Brazil and ngeIia in

documents COM.TD/91 and 92 respectively (see Annexes 3 and 4)=, members of the
Committee exchanged views on.the possible.need for action concerning safeguards

in order to establish special provisions and procedures involving differentiated
treatment for developing countries (cf. L/3873, paragraphs 6-1l). The above

two countries with support from delegations representing other developing countries
suggested, as a general rule, that safeguards chould not be applied to imports from
developing countries. Vhere compelling and exceptional circumstances which could
not be corrected in a reasonable period of timc through adjustment assistance
.required the .introdnction of safeguards, it was proposed that certain criteria

and procedures should be observed by developed countries so as to minimize the
effects on the trads of developing countries. The =laboration of special
provisions to facilitate the applicetion of safeguard measures by developing
countries in accordance with their particular needs and interests was also
suggested.

Sumnary of proposals and views sxpressed

18. The proposals made by delegations from developing countries in the

Commlttee on Trade and Development and Group 3(d) in connexion with the zmultilateral
safeguard system may be set down under a number of hesadings. ~Comments and
sugzestions mede in the coufse of the discussions on these proposals have also

been summerized in ‘the following paragraahs.

TToposals contained in draft MNOTAD resolution TD/B/C.2/L.71 are reproduced
in Amnnex 5.
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Criteria for use of safeguard measures ard burden of proof

19. While it was suggested, as a general rule, that developing countries be
exempted from safeguard action by developed countries, it was proposed that the
conditions and criteria for the application of safeguard measures against imports
from developing countries in specific situations should be tightened substantially.
Where compelling and exceptional circumstances required the introduction of
safeguards, certain criteria and procedures as stated below should be observed by
developed countries so as to minimize the effects on the trade of developing
countries: (i) a sudden influx of imports from developing countries themselves
should be the major cause of serious injury to producers of like products in the
importing country; (ii) such an increase in imports and serious injury should

be substantiated and not merely considered likely ty the importing countryl;
(iii) the application of the measure should not cause serious injury to
developing countries, a criterion which should be assessed both in terms of
present and potential levels of production and employment and in terms of the
present and potential importance of the product in question for the overall
exports of the developing countries concerned as well as the importance of the
market of the particular developed country for the exports of the product by
developing countries.?2

Mode of action

20. Delegations from developing countries have suggested that developing
countries be exempted from the application of safeguard measures wher the market
disruption was caused by the exports of a developed country or countries. It

was also proposed that imports of a product from those developing countries who
are new entrants in the markets of the developed countries should, in any case,

be excluded from the application of safeguard measures> and that the special
circumstances and requirements of the least developed among developing countries
should be duly taken into account. 7These delegations considered that

differential or special treatment for developing .countries would be compatible
with the adoption of a selective approach to the application of safeguard measures.

: lIn Annex A of the Textiles Arrangement concerning the determination of a
situation of "market disruption®", it is stated that "... an imminent increase
(in imports) shall be a measurable one and shall no% be determined to exist on
the basis of allegation, conjecture or mere possibility arising, for example,
fram the existence of production capacity in the exporting counmtries”.

2The Textiles Arrangement provides in Article 3:7 that "If recourse is had
to measures under this Article, participating countries shall, in introducing
such measures, seek to avoid damage to the production and marketing of the
exporting countries, and particularly of the developing countries...”.

3The Textiles Arrangement lays down special treatment for new entrants to
markets (cf. Article 6, paragraph 2).
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21.' -At the initial” meetlng of Group 3(d), some delegations from developed
countries were of the opinion that the safeguard provisions should be amended
so that, in *uture, they would be applied only to countries whose exports were
causing materizl injury. These delegations felt that the safeguerd clause of
the Textiles Arrangement provided an interesting precedent for the possibilities
of a selective approach.

22. Some other delegations from developed countries, however, said that the
principle of non-discrimination in the application of safeguard measures should
remain valid end any departurs from this principle would necessarily lead to the
proliferation of safeguard actions, . These delegations reminded the Group that
during the negotiations leading to the Textiles Arrangement, 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.

Type of safeguard action

23. With regard to the suggestion that any safeguard measures applied to imports
from developing countries should, in principle, take the form of an appropriate
tariff surcharge, some delegations from developing countries have suggested that
consideration might also be given to the use of import quotas so as to permit
higher growth rates for imports fram -developing countries in those particular
circumstances whers emerguncy action might be- con51dered against one or mors
developing countries

1The selsective approach adopted in the Textiles Arrangement is limited to
quantitative restrictions and other quantitative measures (cf. Preamble and
Article 3). In Article 3 concerning safeguard provisions, it is stated that “this
Article should only be resorted to sparingly and its application shall be limited
to the precise products and to countries whose exports of such products are
causing market disruption...". Furthsr, the Arrangemer’ provides that participeting
countries shall endeavour to avoid discriminatory measures as between different
countries causing market disruption.

‘The Textlles Arrangement also provides for special treatment for small
suppliers in comnexion with export restraints (cf. Article 6, paragraph 3).

Under GATT Article XIV:2 provision is" mada for a contracting party applying
restrictions for balance-of~payments reasons to temporarily deviate from the
provisions of Article XIII (non-discrimination), with regard to a-small part of
its trade where the benefits to the contracting party or parties concerned
substantially outweigh any injury to the trade of other contracting parties.
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24. It might be noted in this connexion that Article XIX provides, inter alia,
that "... the contracting party taking emergency action shall be ires ... to
susvend the obligabionl in whole or in part or to withdraw or modify the
concession'. '

Level of imports under restriction

25. It has been proposed by delegations from developing countries that
safeguards applied to imports from developing countries should in no case result
in a reduction of imports below the level obtaining prior to their introduction,
and if the measure is applied beyond one year, provision should be made for an
adequate rate of increase of the imports in question, greater than the rate
applicable in similar cases to imports from developed countries.

26. In this connexion, it was stated that the 0ZCD High-Level Group> had
suggested that countries applying safeguards should undertake not to reduce imports
below the level established at the time the restrictive measures were applied and
to allow imports to increase at a reasonable rate.

Duration of safeguard action

27. Some developing country delegations have proposed that safeguard measures
against imports from developing countries shculd be applied for a period of no
longer than twelve months. Any extension of this period should depend on further
consultations between the developed country applying the measures and the

lE.g. regarding the general obligation in Article XI concerning the elimination
of quantitative restrictions.

2The Textiles Arrangement lays down the minimum level of imports under
restrictions in the initial year and the growth rate of imports in the ensuing
period if the restrictions remain in force (cf. paragraph 4 of Article 3 and
Amnmex B). Under the Arrangement it is considered appropriate and consistent with
equity obligations for importing countries to provide more favourable terms for
developing countries with regard to restrictioms including such elements as base
level, growth rates and quotas, having im mind, however, that there should be no
undue prejudice to the interests of established suppliers or serious distortion
in existing patterns of trade (of. Article 6, paragraph 1).

3See "Policy perspectives for international trade and economic relations! -
OECD, 1972.
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developing ‘countries affscted by ‘the” meéasures, If such consultations fail to
produce satisfactory results, any . extensions. shall depend on an authorization by
the : appropriate multilateral ‘body, w.aich shall, inter ~lia, evaluate thi ‘adjustment
as51stance measures 1mplemenLed by the country applying the safeguards.

28. Article XIX provides ‘that ‘the action must only be taken "for such time es
may be necessary to prevent or remedy such injury" and it is understood that
"the Article provides only for a temporary relaxation of commitments, not for a
permanent revision“ (cf.  Analytical Index, -third rev1slon, page 107). No
detailed procedures exlst, however, and the practice of different contracting
parties has Veried in this respect. (¢f£. MIN/3D/1, paragraph 9 and Annen C).

,29.. W1th regard to duratlon, reference was also made by the represenxatlve of
a developed country to.the conclusions of the OICD High-Level Group to the °
effect thax safeguards should be temporary in hature and be of short duration.

Consultation, comgensatlon and retaliation
30. Delegations from:deueioping'couﬁtries have broposed that"

"the application of safeguards should in all cases be preoeded by
consultations with the developing countries concerned with a-view, inter alia,
to agssessing the fulfilment of criteria for the application of 'safeguard
action to developing countries, to examining the alternative solutions-

and to deterining adequate compensation for the developing countries;

"if" such consultations fail to produce satisfactory results, the application
of safeguards should depend on authorization by (an appropriate-multilateral
body) ;

*lThe Textiles Arrangement lays downa time-limit for safeguard measures -
one year, subject to renewal or extension under certain conditions (Article 3,
paragraph 8). Unider EFTA provisions, safeguard measures may be applied for a
period of not more than eighteen months unless the Council decides on an
extension. The Montevideo (LAFTA) Treaty provides that should the application of
safeguard measures be prolonged for more than a year, the Standing Ixccutive
Committee shall propose the immediate initiation of negotiations with a view
to eliminating the restrictions adopted.
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in the case of the applicationof safeguards to imports from developing
countries .in accordance with the procedure described above, and unless the
appropriate multilateral body determines that the compensation offered is
satisfactory, the developing countries shall, individually or collectively,
have the right to suspend the application to the trade of the developed
country having recourse to the safeguard measure of substantially
equivalent concessions or other obligations'.

31l. Paragraph 2 of Article XIX provides that a contracting party having recourse
to emergency action must consult with other interested contracting parties before
taking action, or exceptionally in critical circumstances, immediately after
taking action. In about three quarters of such cases, consultations have been
conducted post hoc. Broadly, a contracting party taking Article XIX action has

& choice in the light of consultations which may have taken place of modifying the
action to take into account the interests of other contracting parties, of
granting compensation or of running the risk of retaliation (ef. MIN/3D/1,
paragraphs 10-12).

32. Referring to the functioning of a multilateral surveillance body

(see paragraph 34 below), delegations from developing countries stated that in
those cases in which the body could determine thaet a developing country had not
been responsible for the injury, the developed country which applied the safeguard
measure should provide more than proportlonate compensation to the affected
exporting developing country.

1Under the Textiles Arrangement, no safeguard action under Article 3 may
be taken without at least one week's prior notification and prior consultations.
An importing country is permitted to take action without the consent of the
interested exporting countries only in cases where no agreement is reached in
the consultations within sixty days cr, in highly unusual and critical circumstancss,
where no mutually acceptable interim arrangement is concluded. In such cases, the
maiter may be referred to the Textiles Surveillance Body for its examination of
the matter and recommendations.

In the case of EFTA, safeguard measures should be authorized by prior
decision of the Council which must, if necessary, act within a period of fifteen
days. Under the Montevideo (LAFTA) Treaty, the application of safeguard
measures - non-discriminatory restrictions - requires the authcrization of the
Contracting Parties to LAFTA. However, if the situation calls for immediate
action, the measures may be applied with an immediate notification to the
Standing Executive Committce. The Committee should convene a special session of
the Conference if it deems it necessary.
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Supervision

33. At the rirst meetingof Group 3(d), some delegations said that any reform of
the multilateral safeguard system should involve the setting up of an internationel
surveillance mechanism* based on mutuel commitments by both importing and
exporting countries. Under such a mechanism, any safcguard action could be
subjected to international scrutiny. Should the international community decide
that the projected safeguard action was not in fact warranted, the importing
country would be reguired to cease application of the measure within a given
period of time and in the case of refusal to withdraw the measure, the exportlng
country would be authorized to take retaliatory action. These delegations could
not support the idea put forward by other delegations that the decision whether
& particular safeguard action was justified rested with the oxporting country.
It was incumbent on both inmporting and exporting countries to determine what
remedial- action should be taken.

34. Delegations from developing countries supported the idea of establishing a

multilateral surveillance body to supervise the operation of the safeguard system.

Such a multilateral surveillance body would, inter alia, be responsible for the
establishment of rules and procedures for consulations, the determination of
injurys; and the application of differentiated treatment to the exports of
developing countries,

Adjustment assistance measures

35. It was proposed by delegations from developing countries that in order to
avoid the use of safeguard measures against developing countries, developed
countries should undertaks to rely primarily on national or regional adjustment
assistance measures as a means for solving any problems that might arise from an
increase in imports of specific products from developing countries. Further,

‘the application of safeguard measures to imports from developing countries should
be accompanied by prompt action to implement adjustuent assistance. It was also .
suggested that the objective of adjustment assistance in developed countries should
be to: facilitate the re~allocation of resources to lines of production which are
efficient and desirable in the light of domestic and world demand with dus regard
to the export interests of developing countries, and not to modermize inefficient
lines of production competing with imports from developing countries.

lA multilateral surveillance body has been operating since April 1974 within
the framework of the Textiles Arrangement. The functions of the Textiles
Surveillance Body (TSB) are described in Article 11 of the Arrangement (see Annex 6).
As noted earlier, in the case of IFTA safeguard measures must be authorized by
the Council.
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36, At the first meeting of Group 3(d), some delegations pointed out that the
international safeguard system should distinguish betwesn measures appropriate
to deal with short-term phenomena and measures appropriate to longer run’
structural problems. In the latter case where structural changes were required,
these could be facilitated by adjustment assistance measurss. It wes, however,
for national governments to decide to what degree such measures should be taken.

Application of safeguard measures by developing countries

37. Delegations of developing countries proposed that special provisions should
be elaborated in order to facilitate the application by developing countries of
safeguard measures, in accordance with their particular needs and interests. One
of these delegations suggested that the rights of developing countries to maintain
and introduce safeguard measures under rules and procedures which are no more
stringent than at present provided in GATT should be preserved, due account being
taken of their developmental needs in this regard. In this connexion, however,

it may be noted that treaties establishing regional groupings of developing
countries contain provisions for prior consultations and surveillance of

safeguard actions affecting trade among member countries.

38. At the first meeting of Group 3(d), other delegations noted that developing
countries had in a number of cases in the past resorted to Article XIX, and
questioned whether there was any need to facilitate the application by developing
countries of such measurses.

Points for consideration1

39. The proposals mede by delegations from developing countries suggest a number
of criteria and conditions for the application of safeguard measures in relatlon
to developing countries. These 1nc1ude (i) a sudden influx in imports from
developing countries as being the ma’or cause of serious injury, (ii) serious
injury being substantiated, (iii) the applicatlon of safeguards not causing
serious injury to developing countries, (iv) prior consultation among the parties
concerned in cases where safeguard action is being contemplated by a developed
country against imports from one or more developing countries or in cases where
such action is primarily intended against imports from developed countries, but

L4t the request of Group 3(d), the secretariat has drawn up in MIN/3D/4, a
list of issues for consideration in connexion with an examination of the
multilateral safeguard system. Members of the Group have been invited to
supplement this list with any additional paints they consider relevant.
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is likely to affect imports from developing countries. Such consultations would
provide, inter alia, an opportunity to assess compliance with any agreed criteria,
to examine aiternative solutions and to determine, where appropriate, adequate
compensation for developing countries, (v) guaranteeing in the exceptional
circumstances where action might be justified, a certain level of imports from

the affected developing countries (e.g. by taking action in such manner that
imports from developing countries would not be reduced below the level obtaining
prior to its introduction and by making provision for growth in imports in the
event that the action is extended beyond a certain time period). In addition,

new developing country entrants to the market would be exempted from safeguard
action and the special circumstances of the least developed among the developing
countries taken into account in any application thereof, (vi) a time period for
safeguard action against imports from developing countries (e.g. a maximum period
of twelve months) and circumstances and conditions for extending the time period
being prescribed, (vii) measures of adjustment assistance being used in the context
of the application of safeguard measures and the interests of developing countries
being protected through the use of such measures more specifically for the
reallocation of resources and not for the modernization of less efficient lines

of production competing with imports from developing countries, (viii) supervision
by a surveillance body of differential or more favourable treatment for developing
countries, such a body being,inter alia, responsible for the establishment of

- rules and procedures for consultations, the determination of injury and the
supervision of provisions for differential treatment in respect of developing
countries, (ix) possible provision for the taking of safeguard action by
developing countries, having regard to their particular needs and interests.

40. The comments made by other delegations and the general discussions on the
question of safeguards cover suggestions and views with respect to the provisions
- that might be made in a multilateral system on a number of points, e¢.g. (8) selective
application, (b) the procedures for consultation, (c) the level of restrictions,
(d) time-limit for the application of safeguard measures, (e) multilateral

. surveillance (f) the use of adjustment assistance measures, (g) the question of
compensation. In addition some countries have pointed to a link between measures
to remove tariff and non-tariff barriers to trade including quantitative
restrictions on imports and the possibility of recourse to safeguard provisions
in so far as in their view greater flexibility with respect to the latter would
permit more far reaching action with respect to the former.

4l. The question of more favourasble or differential treatment for developing
countries in the field of safeguards would, in the light of the above, seem to be
a matter of (a) examining what agreements can be reached on the desirable and
feasible features of a multilateral safeguard system, (b) what essential
requirements or criteria need to be provided with respect to the use of safeguards
in relation to developing countries, and (c) in the light of the conclusions
reached with respect to these matters, determining the special or additional
provisions or understandings that may be established with respect to the
developing countries.
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Annex 1.

CONSULTATIONS CCNCERWING THE IMF IMPLEMENTATION
oF PROVlSIONS OF PART RT IV

ocsdures hdopted by the Committee on Trade éng Devéloggent
at its Saxtéenth Segsion.on 23 March 1970

1. Once a problem of non-compliance.is raised by one or more contracting parties
‘in the Committee on Trade and Development or brought to the notice of the Committee
through a commvnication addrecsed to the secretariat, the Cormittee may request the
secrotariat to prepare the necessary'background documentation and to facilitate °uch
‘consultations between the parties concerned as might be helpful.-

g
"

2. The Commlttee shall review the maetter on the basis of the background infbrmation
furnished by the secretariat. _

3. Ifin the meantime no solution has been reached the Committee shall make - such
arrangenents to examine the matter as are acceptable tc “he parties directly concerned
which may include inter alia the establishment of a pamel or a working party, taking
intnr account the following guidelines:

(i) Comggsition

A.gg__; will comprise governmental experts from contracting parties selected
primarily for their familiarity with the problems invoived. The experts will.
act in their personal capacity and not as representatives of their governments.
Each panel may have up to seven members. Their nomination shall be made in
consultation with the parties having a direct interest in the problems to be

examined.

The membership of a working party will be éstablished by the'Comhittee on
the basis of proposals by its chairman and will include all countries-having a.

substantial interes®. in the matter.

(11) Térmg of reference of penels or working parties

To hold consultations with the contracting parties concerned in respect of
any report on non-compliance with paragreph 1 .of Article XXXVII raised by one or
more contracting parties; and to report cn hcw progress might be made in
reaching solutions satisfactory to all contracting parties concerned in order to
further the objectives set forth in Article XXXVI. In conducting these consul~
tations the panel or working party will also examine and report on reasons;
referred to in cases where effect was riot being given to the provisions of'
paragraph 1 of Article YXXVII,
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(1ii).Procgedingo

- Bach panel or working party should bo free to-seek relevant information
on natters falling within its terms of reference from %he contracting .
parties directly. concerned and would be assisted by statistical @hd anaiytical
data complled by the secretariat,

(iv) Report

-‘Eaéh ‘pénel or. worklng party’ w111 report to. thc Committee - on Trade and
Developnent within &' period of. six months..of. its appointment subject to such
extension of the time-linit as may be anreed upon by the Committee.

The Cemmiﬁtee shall inform the CONTRACTING PARTIES of the establishMent
‘of any. panel or working party and of the resilts of the consultations
carried out by it iIn"terms of the foregoing procedures.
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Annex 2
PROCEDURES UNDER ARTICLE XXIIX

Decision of 5 April 1966 *

The CONTRACTING PARTIES,

Recognizing that the prompt settlement of situations in which a contract-
ing party considers that any bencfite accruing to it directly or indirectly
from the General Agreement are being impaired by measures taken by
another contracting party, is essential to the effective functioning of the
General Agreement and the maintenance of a proper balance betwcen the
rights and obligations of all contracting parties;

Recognizing further that the existence of such a situation can cause severe
damage to the trade and economic development of the less-developed con-
tracting parties; and

Affirming their resolve to facilitate the solution of such situations while
taking fully into account the need for safeguarding both the present and
potential trade of less-developed contracting parties affected by such mea-

sunman o

puaCS,

Decide that :

1. If consultations between a less-developed contracting party and a deve-
Joped contracting party in regard to any matter falling under paragraph 1
of Article XXIII do not lead to a satisfactory settlement, the less-developed

Tﬁ'h: Chairman of the Committee on Trade and Dcvelopment, in presenting the
draft decision to the CONTRACTING PARTIES for adoption, asked to be placed on record
the following understanding regarding its provisions:

(1) In consultations to be carricd out by the Director-General under paragraph 3
of the draft decision, the Dircctor-General would, in addition to the entitics mentioned
in that paragraph, be free to consult such experts as he considered would assist him in
studying the facts and in finding solutions,

(2) With respect to paragraph 6 of the draft decision, the CONTRACTING PARTiES
may provide more particular terms of reference for any such pancl in order to assist
them to assess the relative impact of the measures complained of on the economics
of the contracting partics concerncd and to consider the adequacy of any meacures
which those contracting parties would be prepared to take to remedy the situation.
In establishing such particular terms of reference, the CONTRACTING PARTIES or the Coun-
<il should bear in mind the desirability of having such panels appraise, in particular, the
following elements: '

(a) the damage incurred through the incidence of the measures complained of

upon the export earnings and cconomic effort of tho less-developed contracting
party; i

(b) the compensaioiy or remedial measures which the contracting party whose
measures are complaincd of would be prepared to take ic make good the damage
inflicied by their application;

{c) the cffects of such measures as the injured contracting party would be prepared
to take in relation to thc contracting party whose measures have nullified or
impaired the benefits deriving from the General Agrcement which the former
contracting party is entitied to expect.
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contracting party complaining of the measure may refer the matter which
is the subject of consultations to the Director-General so that, acting in an
ex officio capacity, he may use his good offices with a view to facilitating
a solution, oo

2. To this effect the contracting parties concerned shall, at the request of
the Director-General, promptly furnish ail relevant information.

3. On receipt of this information, the Director-General shall consult with
the contracting parties concerned and with such other contracting parties or
inter-governmental organizations as he considers appropriate with a view to
promoting a mutually acceptable solution.

4. After a period of two months from the commencement of the consuita-
iiczs referred to in paragraph 3 above, if no mutually satisfactory solution
has been reached, ilic Director-General shall, at the request of one of the
contracting parties concerned, bring the matter to the attention of the
CONTRACTING PARTIES or the Council, to whom he shall submit a report on
the action taken by him, together with all background information.

5. Upon receipt of the report, the CONTRACTING PARTIES or the Council
shall forthwith appoint a panel of experts to examine the matter with a
view to recommending appropriate solutions. The members of the panel
shall act a personal capacity and shall be appointed in consuitation with, and
with the approval of, the contracting parties concerned.

6. In conducting its examination and having before it all the background
information, the panel shall take due account of all the circumstances and
considerations relating to the application of the measures complained of,
and their impact on the trade and economic development of affected con-
tracting parties. '

7. The pane! shall, within a period of sixty days from the date the matter
was referred to it, submit its findings and recommendations to the Con-
TRACTING PARTIES or to the Council, for consideration and decision. Where
the matter is referred to the Council, it may, in accordance with Rule 8 of
the Intersessional Procedures adopted by the CONTRACTING PARTIES at
tlicir thirteenth session 1, address its recommendations directly to the intes-
ested ccntracting parties and concurrently report to the CONTRACTING
PARTIES.

8. Within a period of ninety days from the date of the decision of the
CONTRACTING PARTIES or the Council, the contracting party to which a
recommendation is directed shall report to the CONTRACTING PARTIES or the
Council on the action taken by it in pursnance of the decision. '

9. If on examination of this report it is found that a contracting party to
which a recommendation has been directed has not complied in full with
the relevant recommendation of the CONTRACTING PARTIES or the Council,
and that any benefit accruing directly or indirectly under the General Agree-
ment continues in consequence to be nullified or impaired, and that the cir-
cumstances are serious enough to justify such action, the CONTRACTING
PARTIES may authorize the affected contracting party or parties to suspend,
in regard to the contracting party causing the damage, application of any
concession or zny other cbligation under the General Agreement whose
suspension is considered warranted, taking account of the circumstances.

1 BISD, Seventh Supplement, page 7.
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10. In the event that a recommendation to a developed country by the
CONTRACTING PARTIES is not applied within the time-limit prescribed
in paragraph 8, the CONTRACTING PARTIES shall consider what measures,
further to those undertaken under paragraph 9, should be taken to resolve
the matter. 1

11. If consultations, hicld under paragraph 2 of Article XXXVII, relate to
restrictions for which there is no authority under any provisions fo the Gene-
ral Agreement, any of the parties to the consultations may, in the absence of a
satisfactory solution, request that consultations be carried out by the
CONTRACTING PARTIES pursuant to paragraph 2 of Article XXIII and in
accordance with the procedures set out in the present decision, it being
understood that a consultation held under paragraph 2 of Article XXXVII
in respect of such restrictions will be considered by the CONTRACTING
PARTES as fulfilling the conditions of paragraph 1 of Article XXIII if the
parties to the consultations so agree.

lrhe Committee agreed that the phrase "shall consider what
measures” in paragraph 10 of the draft decision is intended to mean
that the CONTRACTING PARTIES shall consider the matter with a view
to finding sppropricte solution.
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Annex 3

STATEMENT BY THE BRAZILIAN REPRESENTATIVE ON SAFRGUARDS*

The revision, in the contex%t of the wultilateral trade negotlations, of
‘existing escepo clauses, in particulor of the safeguard provisions of Article XIX
of the Genernl dgrecment on Tariffs and Trade, should adequately reflect the
intorests of both the developed and the devoloping countries. As, on integral part
of this revision, special provisions ond procedures should be established in order
to regulate the application to developing countries of a differentinted trohtment
ifi this ficld. Such:a special treatment would be in accordance with existing GAIT
:provisions by ‘whigh they particdlar nceds and intorosts of the developing countries
are recognized and with the objettives of the multilateral trade negotiations as
stated in the summing-up by the'Chairman at the twenty-cighth session of the
CONTRACTING PARTIES, . Furthcrmore, the special treatment for developing cowitries
would bo particularly compatible with the adoption of 'a selective approach to the
applicotion of safoguard measures. ,

. It is proposod that such a speeinl trectment should consist basically of
provisions aleng the following lines.,

I.. As a general rulo, safoguard mecasurces shall not be applied by developed
countries to imports of a product in such a inanner as to affect the imports of the
product in question from devcloping countrics. In particular, lmports of the
product from developing countrics whe nre now entrants in the markets of the developed
countries shall be oxcluded from the application of safeguard measures. Doveloped
countriéi have tho obligation to implement adjustment assistance measures doaigned
to. avoid the neci to resort to the npplicntion of safegunrd measurss against imports
from doveleping countricvs. The application of snfeguards to imperts of a product
by a developed country mry only affect the imports of the prbduct from developing
caurtries in compolling and cxccptional circumstances, which cannot be corrccted
within a ronscnoble poriod of time by the implomentation of adjustment assistance
mepsures or Ly other approprinte menns, subjeet to all of the criteriz set forth

in sub~paragraph (a) and in accordance with the procedures and modalitics douseribed
in sub-paragreph (b).

lrssued as COM.TD/91
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(2) -~ Criteria. In order to have recourse to the applicétion of sefeguards
against imports from developing countries, a developed country must be in a
position to prove that:

(i) an unforeseeable and substantial increase in the imports of a product
from all sources has occurred; -

(i1) the global increase is disproportionately greater than the rate of growth
of domestic consumption of the product in the importing country and of
the rate of growth of exports, if any, of ths product by.the developed

country; :

(iii) the mejor cause of this global increase 1s an unforeseeable and substan-
tial increase in imports of the product from developing countries;

(iv) the increase in imports of the product from developing countries is the
major cause of effectively verified serious injury to domestic producsrs
of like products in the importing country, in terms of a reduction of
the levels of production and employment;

(v) the application of the measure shall not cause serious Injury to the
developing countries, which is to be assessed both in terms of the
present =ud the potential levels of production and empioyment and in
terms of the present and potential importance of the product in question
for the overall exports of the developing countries concerned as well
ag the importance of the market of the particular developed country for
the exports of the product by the developing countries.

(b) - Procedures and modalities. The application of a safeguards measure by
a developed country against imports from developing countries shall be subject
to the following procedures and modalities: .

(1) the application of safeguards shall in all cases be preceded by consulta-
tions with the developing countries concerned with a view, inter alia,
to assessing the fulfilment of the criteria set forthinsub-paragraph (a),
to examining alternative solutions and to determining adequate
compensation for the developing countries;

(i1) if such consultations fail to produce satisfactory results, the applica-
tion of safeguards shall depend on authorizetion by (an appropriate
multilateral body), which shall be guided in its deliberations by the
present provisions;
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(iii) in the case of the application of safeguards to imports from developing
countries in accordance with the procedure described in item (il) above,
and unless the (appropriate multilateral body) determines that the
compensation offered is satisfactory, the developing countries shall,
individually or collectively, have the right to suspend the application
to the trade of the developed country having recourse to the safeguard
measure of substantially equivalent concessions or other obligations;

(iv) the application of safeguards by a developed country to imports from
developing countries shall always be accompanied by a commitment by
the country applying the measure to promptly implement adjustment
assistance measures; ' '

(v) . safeguard measures against imports from developing countries shall in
principle teke the form of an appropriate tariff surcharge; only
exceptionally may a developed country resort to the adoption of quantita-
tive restrictions;

(vi) safeguards applied to imports from developing countries shall in any

: case be designed not to secure a reduction of the imports below the
level obtained prior to their introduction, but to provide for an
adequate rate of increase of the imports in question, greater than the
rate applicable, in similar cases, tc imports from developed countries;

(vii) safeguard measures against imports from developing countries shall be
applied for a period of no longer than twelve months;

(viil) any extension of the period established in item (vil) shall depend on
further consultations between the developed country applying the
safeguards -and the developing countries affected by the measures and,
if such oonsultations fail to produce satisfactory results, on
authorization by the (appropriate multilateral body), which shall,
inter alia, evaluate the adjustment assistance measures implemented by

the country applying the safeguards.

II. Special provisions should be elaborated in order to facilitate the application
by developing countries of safeguard measures, in accordance with their particular
needs and interests.
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Annex 4

STATEMENT BY THE NIGERTAN REPRESENTATIVE ON SAFEGUARDSl

1. This delegation has given serious consideraiion to the question of safeguards

and adjustment assistance in the context of the forthcaming trade negotiation and the
. Nigerian delegation with the concurrence of the majority of the developing countries,
nmembers and non-members of GATT, has come to the belief that nothing short of the
accoptance of the following genmeral principles and objectives in respect of the
spplication of safeguards and adjustment asuistance could create the desirable
conditions in international trade and result in additional benefits for the export
trade of the developlng countries from those negotiations. Hence, the Nigerian
delegation wishes to put on record for the sericus consideraticn .of .this. Committee,

the following important points.

2. In the use of safeguard and adjustment assistance measures, the developed
countries should be guided by their declared objective of ensuring a rapid and -
sustalned expansion of the export earnings of the developing countries, particularly
the least developed among *+hem, as well as their solemn undertaking to. refrain from
introducing or intensifying the incidence of trade barriers on imports from
developing countries.

3. In order that the tariff reductions, bindings and preferance, the liberalization
of non-tariff barriers ané othsr concessions that may be obtained by developing
countries in the multilateral trade negotiations will be of real benefit to. thege
countries, which will have to plan the development of their export .production and
allocate their investment resources on a long-term basis, the developed countries
should undertake to rely primarily if not exclusively on national and regional -
adjustment assistance measures for solving any: problems that might arise from an
increase in imports of specific products from developing countries, and to desist from
using safeguard measures against such imports.

4. To this end there shall be established, in the context of the multilateral
negotiations, a set of rules governing the use of safeguard and adjustment assistance
measures, applicabie.in the industrial as well as agricultural sector, which would
ensure the continued and effective implementation of all benefits for developing
countries, including the additional benefits which should be obtained by them
particularly the least developed, in the forthcoming negotiations.

Ltasued as COM,TD/92
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5. No safeguard action through the application of restrictions should be taken
by developed countries against imports from any developing country. If, however,
in compelling and exceptional circumstences such as those defined as a situation
of "market disruption", such action is considered unavoidable in a gpecific case,
the developed country should consult with any developing country concerned before
the action is taken or, if this is for justifiable reasons impracticabls,
immediately thereafter. '

6. Any such action should be the subject of an established procedure and
requires in each case a gpecific authorization after examination in the light of
the following criteria and considerations: '

(a) The application of a safeguard méssure agdinst imports frac a developing
country must be due to compelling and exceptional circumstances which
could not be met by other means. . ‘

(b) Application of the safeguard measure should be accompanied by action to
bring about domestic adjustment so that the use of the safeguard
mechanism will in fact be temporary.

(¢) Import relief against imports from a developing country can be provided
‘ only in the face of serious injury caused to the domestic industry by
a sudden influx of imports from that developing country, and not by
imports from other sources or other factors unconnected with imports.
A sudden rise in imports in itself shall be no sufficient justification
for such action. Both the influx in imports and the serious injury must
be substantiated and not merely considered likely by the importing -
country.

(d) The import relief measure should in no case result in a reduction in
imports from the developing country concerned below the level attained
prior to its introduction. On the contrary there should be provision
for a reasonable annual increase if the measure is applied beyond one
year,

(e) A developed country taking safegiard action shall be required to provide
adequate compensation in the form of concessions on other products or
other benefits to the developing countries whose export interest is
affected by the action.,

7. The GAIT articles and rules concerning safeguards should be modified in order
to make them consistent with paragraphs /4 and 5 above, and should, inter alia,
have the effect of (i) exempting the developing countries from the effects of
safeguard measures which under present rules would be applied to imports from all
sources even when the disruption was caused by the exports of a developed country,
(11) substantially tightening the conditions for the applieation of safeguard
measures against imports from developing countries, and (iii) preserving the
rights of developing countries to maintain and to introduce safeguard measures
under rules and procedures which are no more stringent than at present provided in
GATIT, due account being taken.of their developmental needs in this regard.
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8. In regard to all the pcints made above, a digtinction should be drawn between
the least developed countries and other developing countries so ‘that the speclal
circumstances and requirements of the former will be duly taken into account in
the modified provisians on safeguards.

9. The developed countries should undertake measures for anticipatory structural
re-adjustments and other measures in order to establish a new and equitable
internaticnal division of labour, by enabling developing countries to diversify
their economies, to increase the access of their products to the markets of
developed countries and thus accelerate the rate of growth of the developing
countries. Such adjusiment assistance policies and programmes in developed
countries should cover all dumestic industrial and agricultural sectors which are
sensitive to increased imports from developing countries.

10. In order %o avoid tne use of safeguard measures against imports from
developing countries, the developed coumtries showld undertake to adopt ad justment
agsistence measures whenever an increase in such imports causes or is likaly to
.cause diffxculties to domestic 1ndustny.

11. The objective of any policy of adjustment assistance in developed countries
should be to facilitate the re-allocation of resocurces to lines of production which
are efficient and desirable in the light of domestic and world demand with due
regard to the export interests cf developing countries, and not to modarnize
inefficient lines of production competing with imports from developing countries.

12. The criteria governing eligibility for adjustment assistance in developed
countries should be explicit and libera;.

13. Multilateral consultative and supervisory machinery should be set up for the
purpose of reviewing the policies and measures of adjustment assistance in
developed countries, of interest to developing countries.

14. To relterate the point that I have made above, the facts of my statement have
the support of the majority of the developing countries in and outside the GATT.
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Saferuords and standstill

Draft rcsolution submitted by Pakistan on bchalf
9f the Group of 77 ﬂ

The Cormittec on Manufactures, }

Noting the various substantive documents preparcd by the UNCTAD "secre'b‘..riat,
including in particular docuncnts TD/B/C 2/R.4, and TD/B/C.2/R. 4/Supp.l which arc
before the Cormittce, :

Noting further that, particularly in rccent ycors, there has been a
recrudescence in the o.pplica.tioh of safegunrds and circunvention of import
restrictions by ncons of bilaterally agreed "voluntary" export restraints,

Rocopmizing that an iﬁproved nultilateral safeguard systen is cssontial for
further liberalization and cxpansion of international trade, particularly that of

‘the developing countrics, and that the benefits to be derived by then fron the
gencralizcd systen of preferences nay be adversely affected by the application of
safeguards, '

Bearings in nind that the question of safegucrds, particuldrly the adequacy of
the nultilateral safeguard system of the General Agrecnont on Tariffs and Trade,
will be considered in the multilateral trade negotiationg, in the light of present
conditions and cfforts to achicve the further liberalization and expansion of
internctional trade, with a viow to ensuring not only the maintenance but also the
inprovencent of the present level of access, toking into account the special
situation, development problens and nceds of developing countrices,

Considerins that dcvelop:.ng countrics foco the urgent nced to expand their
cxports of manufacturcs, som-»mmufacturcs, proccssed and scni-processed
agricultural products, and that in vicw of their structure of production and trade
they bear a heavy and disproportionate burden resulting from cxport restrictions,
including safeguards, '

Considcring further that an inproved nultila.tc:;al safoguard systen would nced
to onsurce that the burdcn pf adjustnent be borne to the oxtent poaéible by the
inporting country through concerted and' improved progremmes of domestic ndjustnent
rather than the restriction of inports, .

ynoport of the GNCTAD Trede and Development Board oa the first par:t of it's
fourtoenth session (7B/B/528).
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Recormizing that o riultilateral safeguard systen should, in particular,
provide that doveloping countrics as a general rule are cxcmpted from the appiication
of safcgucrds in view of their own level of ccononic developnent and degree of
diversification of production and vexry narrow range of cxports,

Reiterating thot in no cvent should new quantitativc'rcstrictions, including
cnbarcoés and export restraints, or any trade-inhibiting necasures be introduced, or
existing restrictions be intcnsified; to the disadvantage of developing countrics;
and that the rcnoval of cxisting quantitative restrictions should not result in the
adoption of other restrictive measurcs, and that any departurces fron this prihciplc
should be governed by internationally agreed critoria ond nultilateral consultations
and reviow proccdures, ,

Recallins that thce obscrvance of stondstill is of significant inportance for
the cxpansion of cxports ofldevcloping countries in pursuance of which reclevant
provisions have been adopted by the Contracting Partics in Part IV of the |
General Agreenent on Trade and Tariffs, rcaffirmed in UNCTAD and reflected in the
International Developnent Strategy,

Noting with considerable concern that there hos been a tendeney recently
towards departure fron the standstill by the developed countries adverselylaffccting
the cxports of developing countries, ' '

N:ting further the agrecnent rcached in the Ministerial Meeting of the -OECT

“countrics in May 1974 to avoid for a yecar neﬁ trade rbstrictions,

1. Recommends that: :

(2) As 2 general rule, safeguard neasurcs shall not be applied to inports

of products from developing countries; .

(b) The application of safcéuards by developed countries to imports fron

developing countrics should only be admissible under compelling and '

cxceptional eircunstonces, when the situation cannot be corrected by the
inplenentation of .adjustnent assistence measurcs within a reasonable perisd

of tinc or other appropriate means, and subject to pre-cstablished criterio

and proccdures;

(¢) Safeguard action Ly developed countries should always be of a temporary

noture and its application admissibie'for no norce than one yecar, and.should

always be acconpanicd by a cormitnent by the applying countr& to proﬁptly

inplenent adjustncnt assistance ncasures or other apprupriate neons;
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(4) In axrengements leading to the formation, expensisn and intcnsification of
rogional ceononie groupings of doveloped countrics, nd mow toriffs or athor
barriers to trede will be introduced by the individunl necnber countr:.os :f
the ecunonie grouping or by the grouping as a whole;

(e) The application of safesucrds shall in ali casos be preceded by
consult‘.tlons with the develuping countrics and, whonever necessary, in the
appropmatc nultilatoral forn, with o view to assessing the oxcepticnal and
conpelling c1rcu.r.lst:~.nccs which requirce such applidation, to exonining
alternative solutions and to deternining adequate conpensation for the
developing country ox countmcs affected; ' |

(£) Developing cauntrlcs are ent:.tled, whoncvcr o conpensation is considered
unsatisfactory by the eppropricte nultilateral organ orx is not farthesning,
to suspend, collectivoly or individually, the applicatiin of cquivalent
concessions or other obligations ‘bo the trode of the developed country thot
applicd the safocuard ;

(g) Safeguards ageinst inports frem a develuping country arc nnly adnissibic
in the casc of sérious ond substontiated injury, sustained for a long pexrind
of tine and causcd Ly an influx of inports frcm such developing country;

(h) Safeguard action should in all cases be dirccted only to the develeping
country whosc cxports have causcd the injury as defined in sub-paragreph (o)
above, and not %o imports fronm all sources or othcr facturs unrelated to
exports; ) |
' (i) The snfc(;unrds should in no casc result in o reduction in inpoxts fron
the developing country concerncd below the level attained prier to- the
introduction of the safoguard measure and should be less stringent than the
safeguard neasurc applicable, in sinilar situntions; to inports frum
developed countrics;

(j) Safecuards should be subject to nultilateral annual review, ond the
country inmposing them should, in the course of this review, provide adequate
evidence for justifying their propsscd naintcﬁc.nce;

(k) Special provisions on safeguard neasurcs to be applicd by developing
countrics should be evolved and claborated, toking fully into account the
-particulaxr nceds and developnent interests of the developing countrics;

(1) The dcveloped countrics shouid adhere strictly to the stondstill with
respect to imports fron developing countries;
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(n) The developed countrics which have recently imposed new inport
restrictions adversely affecting the products of intcrest to developing
countrics showld clininate them as soon as possible;

2. Reguests thé Sceretary-General of UNCTAD to transmit this resolution andl
the report of the Sessional Committee to the Director-Geneoral of GATT, drawing
attention to the reclevant écction of the report relating in particu%ar to the vicws
of the developing countries in regard to safeguards, so that they nay be taken into
account in the nultilateral trade negotiations, |

3. IRequests further the Sccrotary-General of UNCTAD also to transmit to the
Dircctor-General of GATT all rclevant UNCTAD documentation concerning safegunrds,
in order to assist the developing countrics in their participation in the trade

negotiations.



Recognizing that future harmonious development of trade in textiles
particularly having regard to the necds of developing countries, also depends
importantly upon matters outside the scope of this Arrangement. and that
such factors in ihis respect include progress leading both to the reduction
of tariffs and tc the maintenance and improvement of schemes of genera-
lized preferences, in accordance with the Tokyo Declaration;

Article 3

1. Unless they are justified under the provisions of the GATT (including
its Annexes and Protocols) no new restrictions on trade in textile products
shall be introduced by participating countrics nor shall existing restrictions
be intensified, unless such action is justified under the provisions of this

Article.

2. The participating countries agree that this Article should only be
resorted to sparingly and its application shall be limited to the precise
products and to countries whose exports of such products are causing
market disruption as defined in Annex A taking full account of the agreed
principles and objectives set out in this Arrangement and having full regard
to the interests of both importing and exporting countries. Participating
countries shall take into account imports from all countries and shall seek
to preserve a proper measure of equity. They shall endeavour to avoid
discriminatory measures where market disruption is caused by imports
from more than one participating country and when resort to the application
of this Article is unavoidable, bearing in mind the provisions of Article 6.

3. If, in the opinion of any participating importing country, its market
in terms of the definition of market disruption in Annex A is being disrupted
by imports of a certain textile product not already subject to restraint, it
shall seek consultations with the participating exporting country or
countries concerned with a view to removing such disruption. In its request
the importing country may indicate the specific level at which it considers
that exports of such products should be restrained, a level which shall not
be lower than the general level indicated in Annex B. The exporting country
or countries concerned shall respond promiptly to such request for consul-
tations. The importing country’s request for consultations shall be ac-
companied by a detailed factual statement of the reasons and justification
for the request, including the latest data concerning elements of market
disruption, this information being communicated at the same time by the
requesting country to the Chairman of the Textiles Surveillance Body.

4. If, in the consultation, there is mutual understanding that the
gituation calls for restrictions on trade in the textile product concerncd, the
level of restriction shall be fixed at a level not lower than the level indicated
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in Annex B. Details of the agreement reached shall be communicited to
the Textiles Surveillance Body which shall determine whether the agreement
is justified in accordance with the provisions of this Arrangement.

5. (@) If, however, after a period of sixty days from the date on which

the request has been received by the participating exporting-
country or countries, there has been no agreement ecither on the
request for export restraint or on any alternative solution, the
requesting participating country may decline to accept imports
-for retention from the participating country or countries referred
to in paizgraph 3 above of the textiles and textile products
causing market disruption (as defined in Annex A) at a level for
the twelve-month period beginning on the day when the request
was received by the participating exporting country or countries
not less than the level provided for in Annex B. Such level may
be adjusted upwards to avoid undue hardship to the ccmmercial
participants in the trade involved to the extent possible consistent
with the purposes of this Article. At the same time the matter
shall be brought for immediate attention to the Textiles Surveil-
lance Body.

(ii) However, it shall be open for either party to refer the matter to

the Textiles Surveillance Body before the expiry of the period
- of sixty days.

(iii) In either case the Textiles Surveillance Body shall promptiy

conduct the examination of the matter and make appropriate
recommendations to thc parties directly concerned within
thirty days from the date on which the matter is referred to it.
Such recommendations shall also be forwarded to the Textiles
Committee and to the GATT Council for their information.
Upon receipt of such recommendations the participating
countries concerned should review the measures taken or
contemplated with regard to their institution, continuation,
modification or discontinuation,

6. In highly unusual and critical circumstances, where imports of a
textile product or products during the period of sixty days referred to in
paragraph § above would cause serious market disruption giving rise to
damage difficult to repair, the importing country shall request the exporting
country concerned to co-operate immediately on a bilateral emergency basis
to avoid such damage, and shali, at the same time, immediately com-
municate to the Textiles Surveillance Body the fuil details of the situation.
The countries concerned may make any mutually acceptable interim
arrangement they deem necessary to deal with the situation without prejudice
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to consultations regarding the matter under paragraph 3 of this Article.
In the event that such interim arrangement is not reached, temporary
restraint measures may be applied at a level Ligher than that indicated in
Annex B with a view, in particular, to avoiding undue hardship to the
commercial participants in the trade involved. The importing country shall
give, except where possibility exists of quick delivery which would undermine
the purpose of such measure, at least one week’s prior notification of such
action to the participating exporting country or countries and enter into, or
continue, consultations under paragraph 3 of this Article. When a measure
is taken under this paragraph either party may refer the matter to the
Textiles Surveillance Body. The Textiles Surveillance Body shail conduct
its work in the manner provided for in paragraph 5 above. Upon receipt of
recommendations from the Textiles Surveillance Body the participating
importing country shall review the measures taken, and report thereon to
the Textiles Surveillance Body .

7. If recourse is had to measures under this Article, participating
countries shall, in introducing such measures, seek to avoid damage to the
production and marketing of the exporting countries, and particularly of
the developing countries, and shall avoid any such measures taking a form
that could result in the establishment of additional non-tariff barriers to
trade in textile products. They shall, through prompt consultations, provide
for suitable procedures, particularly as regards goods which have been, or-
which are aboat to be, shipped. In the absence of agreement, the matter

- may be referred to the Textiles Survexllanee Body, which shall make the
app:onnatc recommendations.

8. Measures taken under this Article may be introduced for limited
periods not exceeding one year, subject to renewal or extension for additional
periods of one year, provided that agreement is reached between the partici-
pating countries directly concerned on such renewal or extension. In such
cases, the provisions of Annex B shall apply. Proposals for renewal or
extension, or modification or elimination or any disagreement thereon shall
be submitted to the Textiles Surveillance Body, which shall make the ap-
propriate recommendations. However, bilateral restraint agreements under
this Article may be concluded for periods in excess of one year in accordance
with the provisions of Annex B.

.9, Participating countries shall keer under review any measures they
have taken under this Article and shall afford any participating country or
countries affected by such measures, adequate opportunity for consultation
with a view to the elimination of the measures as soon as possible. They
ghall report from time to time, and in any case once a year, to thé Textiles
Surveillance Body on the progress made in the elimination of such measures.
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Article 6

1. Recogrizing the obligatiops of the participating countries to pay
special attention to the needs of the developing countries, it shall be con-
sidered appropriate and consistent with equity oblipations for those im-
porting countrics which apply restrictions under this Arrangement affecting
the trade of developing countries to provide more favourable terms with
regard to such restrictions, including elements such as base level and growth
rates, than for other countries. In the case of developing countries whose
exports are already subject to restrictions and if the restrictions are main-
tained under this Arrangement, provisions should be made for higher quotas
and liberal growth rates. It shall, however, be borne in mind that there
should be no undue prejudice to the interests of established suppliers or
serious distortion in existing patterns of trade.

2. In recognition of the need for special treatment for exports of textile
preducts from developing countries, the criterion of past performance shall
not be applied in the establishment of quotas for their exports of products
from those textile sectors in respect of which they are new entrants, in the
markets concerned and a higher growth rate shall be accorded to such
exports, having in mind that this special treatment should not cause undue
prejudice to the interests of established suppliers or create serious distortions
in existing patterns of trade. ’

3. Restraints on exports from participating countries whose total volume
of textile exports is small in comparison with the total volume of exports
of other countries should normally be avoided if the exports from such
couniries represent a small percentage of the total imports of textiles
covered by this Arrangement of the importing country concerned.

4. Where restrictions are applied to trade in cotton textiles in terms of
this Arrangement, special consideration will be given to the importance of
this trade to the developing countries concerned in determining the size of
quotas and the growth element.

$. Participating countries shall not, as far as possible, maintain restraints
on trade in textile products originating in other participating countries which
are imported under a system of temporary importation for re-export after
processing, subject to a satisfactory system of control and certification.
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6. Consideration shall be given to special and differential treatment to
re-imports into a participating country of textile products which that
country has exported to another participating country for processing and
subsequent re-importation, in the light of the special nature of such trade
without prejudice to the provisions of Article 3.

Article 11

1. The Textiles Committee shall establish a Textiles Surveiilance Body
to supervise the implementation of this Arrangement. It shall consist of a
Chairman and eight members to be appointed by the parties to this Arrange-
ment on a basis to be determined by the Textiles Committee so as to ensure
its efficient operation. In order to keep its membershlp bajanced and broadly
representative of the parties to this Arrangement provxsxon shall be made for
rotation of the members as appropriate.

2. The Textiles Surveillance Body shall be considered as a standing body
and shall meet as necessary to carry out the functions required of it under
this Arrangement. It shall rely on information to be supplied by the partici-
pating countries, supplemented by any necessary details and clarification it
may decide to seck from them or from other sources. Further, it may rely
for technical assistance on the services of the GATT secretariat and may also
hear technical experts proposed by one or more of its members.

3. The Textiles Surveillance Body shall take the action specifically
required of it in articles of this Arrangement.

4. In the absence of any mutually agreed soluiion in bilateral nego-
tiations or consultations between participating countries provided for in
this Arrangement, the Textiles Surveillance Body at the request of either
party, and following a thorough and prompt consideration of the matter,
shall make recommendations to the parties concerned.

5. The Textiles Surveillance Body shall, at the request of any partici-
pating country, review promptly any particular measures or arrangements
which that country considers to be detrimental to its interests where consul-
tations between it and the participating countries directly concerned have
failed to produce a satisfactory solution. It shall make recommendations
as appropriate to the participating country or countries concerned.
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6. Before formulating its recommendations on any particular matter
referred to it, the Textiles Surveillance Body shall invite participation of such
participating countries as may be directly affected by the matier in question.

7. When the Textiles Surveillance Body is calied upon to make re-
commendations or fiudings it shall do so, except when otherwise provided
in this Arrangement, within a period of thirty days whenever practicable.
All such recommendations or findings shall be communicated to the Textiles
Committee for the information of its members.

8. Participating countries shall endeavour to accept in full the re-
commendations of the Textiles Surveillance Body. Whenever they consider
themselves unable to follow any such recommendations, they shall forthwith
inform the Textiles Surveillance Body of the reasons therefor and of the
-extent, if any, to which they are able to follow the recommendations.

9. If, following recommendations by the Textiles Surveillance Body,
problems continue to exist between the parties, these may be brought
before the Textiles Committee or before the GATT Council through the
normal GATT procedures.

10. Any recommendations and observations of the Textiles Surveillance
Body would be taken into account should the matters related to such
recommendations and observations subsequently be brought before the
CONTRACTING PARTIES to the GATT, particularly under the procedures of
Article XXIII of the GATT. '

11. The Textiles Surveillance Body shall, within fifteen months of. the
coming into force of this Arrangement, and at least annually thereafter,
review all restrictions on textile products maintained by participating
countries at the commencement of this Arrangement, and submit its findings
to the Textiles Committee.

12, The Textiles Surveillance Body shall annually review all restrictions
introduced or bilateral agreements entered into by participating countries
concerning trade in textile products since the coming into force of this
Arrangement, and required to be reported to it under the provisions of this
Arrangement, and report annually its findings to the Textiles Committee.
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ANNEX A

I. The determination of a situation of “ market disruption ", as referred
to in this Arrangement, shall be based on the existence of serious damage to
domestic producers or actual threat thereof. Such damage must demon-
strably be caused by the factors set out in paragraph II below and not by
factors such as technological changes or changes in consumer preference
which are instrumental in switches to like and/or directly competitive pro-
ducts made by the same industry, or similar factors. The existence of
damage shall be deterr:ined on the basis of an examination of the appro-
priate factors having a bearing on the evolution of the staie of the industry
in question such as: turnover, market share, profits, export perfermance,
employment, volume of disruptive and other imports, production, utilization
of capacity, productivity and investments. No one cr several of these factors
can necessarily give decisive guidance.

II. The factors causing market disruption referred to in paragraph I
above and which generally appear in combination are as follows:

(i) a sharp and substantial increase or imminent increase of imports of
particuiar products from particular sources. Such an imminent
increase shall be a measurable one and shall not be determined to
exist on the basis of allegation, conjecture or mere possibility arising,
for example, from the exisience of production capacity in the
exporting countries;

(ii) these products are offered at prices which are substantially below
those prevailing for similar goods of comparable quality in the
market of the importing country. Such prices shall be compared
both with the price for the domestic product at comparable stage
of commercial transaction, and with the prices which normally
prevail for such products sold in the ordinary course of trade and
under open market conditions by other exporting countries in the
importing country.

IIL. In considering questions of * market disruption * account shall be
taken of the interests of the exporting country, especially in regard to its
stage of development, the importance of the textile sector to the economy.
the employment situation, overall balance of irade in textiles, trade balance
with the importing country concerned and overall balance of payments.
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ANNEX B

1. (a) The level below which imports or exports of textile products may
not be restrained under the provisions of Article 3 shall be the level of actual
imports or exports of such products during the twelve-month period ter-
minating two months or, where data are not available, three months
preceding the month in which the request for consultation is made, or, where
applicable, the date of institution of such domestic procedure relating to
market disruption in textiles as may be required by national legislation, or
two months or, where data are not available, three months prior to the
month in which the request for consultation is made as a result of such
domestic procedure, whichever period is the later.

(b) Where a restraint on the yearly level of exports or imports exists
between participating countries concerned, whether provided for under
Article 2, 3 or 4, covering the twelve-month period referred to in paragraph
(a), the level below which imports of textile products causing market dis-
ruption may not be restrained under the provisions of Article 3 shall be the
level provided for in the restraint in lieu of the Ievel of actual imports or
exports during the twelve-month period referred to in paragraph (a).

Where the twelve-month period referred to in paragraph (@) overlaps in
part with the period covered by the restraint, the level shall be:

(i) the level provided for in the restraint, or the Ievel of actual impeorts
or exports, whichever is higher, except in case of overshipment, for
the months where the period covered by the restraint and the
twelve-month period referred to in paragraph (a) overlap; and

(ii) the level of actual imports or exports for the months where no over-
fap cccurs.

(c) If the period referred to in paragraph (a) is speciaily adverse for a

_particular exporting country due to abnormal circumstances, the past

performance of imports from that country over a penod of years should be
taken into account,

(d) Where imports or exports of textile products subject to restraints
were nil or negligible during the twelve-month period referred to in para-

graph (a), a reasonable import level to take account of future possibilities
of the exporting country shall be establnshed through consultatlon between
the participating countries concerned.

2. Should the restraint measures remain in force for another twelve-
month period, the level for that period shall not be lower than the level
specified for the preceding tweive-month period, increased by not less than
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6 per cent for products under restraint. In exceptional cases where there
are clear grounds for holding that the situation of market disruption will
recur if the above growth rate is implemented, a lower positive growth rate
may be decided upon after consultation with the exporting country or
countries concerned. In exceptional cases where participating importing
countries have small markets, an exceptionally high level of imports and a
correspondingly low level of domestic production and where the implemen-
tation of the above growth rate would cause damage to those countries’
minimum viable production, a lower positive growth rate may be decided
upon afier consultation with the exporting country or countries concerned.

3. Should the restraint measures remain in force for further periods, the
level for each subsequent period shall not be lower than the level specified
for the preceding twelve-month period, increased by six per cent, unless
‘there is further mew evidence whick demonstrates, in accordance with
Annex A, that implementation of the above growth rate would exacerbate
the situation of market disruption. In-these circumstances, after consul-
tation with the exporting country concerned, and reference to the Textiles
Surveillance Body in accordance with the procedures of Article 3 a lower
positive growth rate may be applied.

4. Inthe event any restriction or limitation is established under Article 3
or 4 on a product or products as to which a restriction or limitation had
been suppressed in accordance with the provisions of Article 2, such sub-
gequent restriction or limitation shall not be re-established without full
consideration of the limits of trade provided for under such suppressed
restriction or limitation. :

5. Where restraint is excrcised for more than one product the partici-
pating countries agree that, provided that the total exports subject to
restraint do not exceed the aggregate level for all products so restrained (on
the basis of a common unit to be determined by the participating countries
concerned), the agreed level for any one product may be exceeded by 7 per
cent save in exceptionally and sparingly used circumstances where a lower
percentage may be justified in which case that lower percentage shall be not
less than 5 per cent. Where restraints are established for more years than
one, the extent to which the total of the restraint level for one product or
product group may, after consultation between the parties concerned, be
exceeded in either year of any two subsequent years by carry forward and/or
carryover is 10 per cent of which carry forward shall not represent more
than 5 per cent. :

6. In the application of the restraint levels and growth rates specified
in paragraphs 1 to 3 above, full account shal! be taken of the provisions of
Article 6.



