
CHAPTER 9 

Safeguard measures to restrict imports in emergency 
situations 

Summary 
The Agreement on Safeguards authorizes  importing  countries to  restrict imports  for 
temporary periods if  after  investigations carried  out by competent authorities,  it is 
established that imports are taking place in such increased quantities (either absolute 
or in  relation  to domestic production)  as to  cause serious injury to  the  domestic 
industry that produces like  or directly competitive products. It  further provides  that 
such measures,  which  could take the  form of  an increase in tariffs over bound rates or 
the imposition of  quantitative restrictions, should  normally be applied on an MFN 
basis to imports from all sources. 

The investigations for the  imposition of  such measures can be initiated either by the 
government itself or on the basis of a petition from the affected industry.  In practice, 
however, the  investigations are  generally initiated  on the basis of petitions from the 
affected industry. 

The Agreement lays down the criteria which investigating authorities must consider in 
determining whether  increased imports  are causing serious injury  to  the  domestic 
industry. It  also  sets  out  basic  procedural  requirements  for  the  conduct  of 
investigations. One  aim of the procedural requirements is to provide foreign suppliers 
and governments whose interests may be adversely affected by the proposed safeguard 
actions with  an adequate opportunity to  give evidence and to defend their interests. 

The primary purpose of providing such temporary increased  protection is  to give the 
affected industry time to prepare itself for the increased competition that it will have to 
face after  the  restrictions  are  removed. The  Agreement seeks to ensure  that such 
restrictions are  applied only for temporary  periods by  setting a maximum period of 
eight years for the  application of  a measure  on  a particular  product. Developing 
countries can, however, impose  them for a  maximum period of 10 years. 

To giv e industrie s tim e t o adjus t graduall y t o th e increase d competitio n 
resulting fro m reduction s i n tariff s an d fro m th e remova l o f othe r barrier s t o 
trade, the GATT practice has been to require that the cuts in tariffs agree d in 
multilateral trade negotiations should be implemented in stages over an agreed 
number o f years . Thu s tarif f reduction s o n industria l product s agree d i n th e 
Uruguay Roun d ar e t o b e mad e ove r fiv e year s i n fiv e equa l instalments . 
Likewise, reductions in the agricultural sector as well as in domestic and export 



Chapter 9  - Safeguard  measures to  restrict imports in emergency situations 135 

subsidies ar e t o tak e plac e i n stage s ove r a  perio d o f si x years . Developin g 
countries hav e bee n give n longe r period s withi n whic h t o implemen t 
reductions. 

The GAT T rule s recogniz e that , despit e th e phase d implementatio n o f tarif f 
reductions, certain industria l o r agricultural sector s may face, in the shor t term , 
problems i n adjustin g t o increase d impor t competition . Thes e problem s ma y 
flow fro m thei r failur e t o rationaliz e productio n structure s o r t o adop t th e 
technological innovation s necessar y t o rais e productivity . T o provid e affecte d 
industries tim e t o adjus t t o competition , Articl e XI X o f GAT T provide s tha t 
where, a s a  resul t o f tarif f reductions , a  countr y find s tha t a  produc t i s bein g 
imported "i n such increased quantitie s and under suc h conditions a s to cause o r 
threaten seriou s injur y t o domesti c producers" , i t ca n impos e safeguar d 
measures t o restric t suc h import s fo r temporar y periods . 

Circumventing GATT rules through VERs 

Largely becaus e o f th e GAT T requiremen t tha t safeguar d measure s shoul d b e 
applied o n a  non-discriminator y basis , i n th e pas t countrie s entere d int o 
voluntary export restraints (VERs ) or orderly marketing arrangements (OMAs) . 
Under thes e arrangements , exportin g countrie s wit h risin g export s wer e 
required b y importin g countrie s t o restrai n thei r export s t o agree d limits . 
Though thes e arrangement s wer e calle d "voluntary" , i n realit y the y wer e no t 
always so. As the restraints were applied only to imports from certai n countries , 
they were als o inconsistent with th e rul e tha t restriction s o n import s shoul d b e 
employed o n a  non-discriminatory basis . 

The us e o f suc h gre y are a measure s (calle d s o becaus e thei r consistenc y wit h 
GATT rule s wa s i n doubt ) b y som e develope d countries , notabl y th e Unite d 
States an d member s o f the Europea n Union , increase d i n the las t three decades . 
The governments of these countries had also in some instances either encourage d 
or supporte d th e initiative s take n b y thei r industrie s t o ente r int o voluntar y 
export restraint arrangements with their counterparts in exporting countries. I t is 
estimated tha t i n 1995 , when W T O cam e int o existence , ther e wer e ove r 20 0 
such bilatera l o r plurilatera l arrangements . The y covere d product s rangin g fro m 
agricultural good s (lik e beef) ; simpl e merchandis e (suc h a s leathe r an d rubbe r 
products, trave l goods , potter y an d chinaware) ; t o sophisticate d manufacture s 
like television sets , motor car s an d trucks . 

Agreement on Safeguards 

Commitment to abolish VERs 

The mai n ai m o f th e Urugua y Roun d negotiation s i n thi s are a wa s t o ensur e 
that restrictiv e measure s lik e VERs an d othe r simila r discriminator y measure s 
are brough t int o conformit y wit h GAT T principle s an d rules . Th e Agreemen t 
on Safeguard s (negotiate d i n th e Round ) di d thi s b y requirin g countrie s t o 
phase ou t th e gre y area measure s which the y were maintainin g within a  perio d 
of fou r year s (i.e . by 1  January 1999) 12. I n addition , countrie s ar e committe d 
"not t o seek , tak e o r maintai n an y voluntar y expor t restraints , orderl y 
marketing arrangement s o r any othe r simila r measures o n th e expor t o r impor t 

12 Eac h member country can, however, maintain one such measure over an additional period of 
one year. 

GATT 1994 , Article 
XIX:1(a) 
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Agreement on Safeguards, 
Article 2 

Agreement on Safeguards, 
Article 4: 1 

side". The y ar e als o require d no t t o "encourag e o r suppor t th e adoptio n o r 
maintenance" o f inter-industr y arrangement s tha t ar e comparabl e t o th e 
governmental measure s describe d above . 

Serious injury standard 

The Agreemen t furthe r provide s tha t safeguar d measure s shoul d b e applie d 
only afte r i t ha s bee n determine d b y the investigatin g authoritie s that : 

• A  produc t i s being importe d i n increase d quantitie s (absolut e o r relativ e t o 
domestic production) , an d 

• I n suc h condition s a s t o caus e o r threate n t o caus e seriou s injur y t o 
producers o f lik e o r directl y competitiv e products . 

The term 'seriou s injury ' i s defined a s the "significan t overal l impairment i n th e 
position o f a domestic industry." I t must be established that import s are causing 
such injury to the domestic industry, defined a s the "producers a s a whole of the 
like o r directl y competitiv e products " o r thos e "whos e collectiv e outpu t o f th e 
like or directly competitive product s constitute s a  major proportio n o f the tota l 
domestic production o f those products. " In other words, it i s not permissibl e t o 
take safeguar d measure s t o restric t import s wher e onl y a  fe w producer s ar e 
finding i t difficul t t o mee t impor t competition . 

Agreement on Safeguards, 
Article 3 

Agreement on Safeguards, 
Article 4:2 

Agreement on Safeguards, 
Preamble 

Rules governing investigation s 

The Agreemen t require s eac h membe r countr y t o designat e authoritie s t o b e 
responsible fo r carryin g ou t investigation s an d t o publis h th e procedure s i t 
proposes t o follow , s o that thes e ar e known t o th e public . 

The reques t fo r th e initiatio n o f suc h investigation s ca n b e mad e b y th e 
government itsel f o r by an industr y whose collective outpu t constitute s a  majo r 
portion o f the tota l domesti c productio n o f the importe d product . However , i n 
practice, investigation s ar e generall y triggere d b y a n applicatio n mad e b y 
producers o r o n thei r behal f b y a n associatio n o f producers . Suc h application s 
typically claim tha t increase d import s ar e causing the producer s seriou s injury , 
leading fo r instanc e t o los s o f profits , reductio n i n productio n an d 
under-utilization o f capacit y and/o r requirin g cut s i n th e labou r force . 

The investigatin g authoritie s mus t giv e publi c notic e o f investigation s an d 
arrange fo r publi c hearing s o r othe r appropriat e mean s i n whic h "importers , 
exporters an d othe r intereste d partie s coul d presen t evidenc e an d thei r views. " 
The authoritie s shoul d als o examine views an d comment s agains t th e requeste d 
safeguard actio n an d o n whethe r th e applicatio n o f suc h a  measure would b e i n 
the publi c interest . 

The investigatin g authoritie s ca n authoriz e a  safeguar d actio n onl y afte r a n 
evaluation o f al l relevan t factor s o f a n objectiv e an d quantifiabl e natur e 
establishes tha t ther e i s a "causa l lin k between increase d import s o f the produc t 
concerned and serious injury o r threat thereof" to the industry. Safeguard action s 
should no t be authorized i f the problems th e industr y i s encountering aris e fro m 
factors othe r tha n increase d import s (e.g . declin e i n overal l deman d fo r th e 
product). I n orde r t o provid e transparency , th e investigatin g authoritie s ar e 
further require d t o publis h thei r report s an d conclusions . 

Application of safeguard measures 

The Agreemen t emphasize s that , i n takin g safeguar d measures , th e ai m o f th e 
governments shoul d b e t o promot e "structura l adjustment " an d t o "enhanc e 
rather than limi t competition i n international markets" . To thi s end i t provide s 
that suc h safeguar d measure s shoul d b e applie d onl y fo r temporar y period s t o 
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enable th e affecte d industr y t o tak e step s t o adjus t itsel f t o th e increase d 
competition tha t wil l follo w th e remova l o f thos e measures . Adjustment coul d 
take th e for m o f the adoptio n o f improve d technolog y o r the rationalizatio n o f 
production structures . 

Furthermore, safeguar d measure s shoul d b e applie d onl y "t o th e exten t 
Agreement on Safeguards, necessar y to preven t o r remedy seriou s injury an d t o facilitat e adjustment " an d 
Article 5 o n a  "non-discriminator y basi s t o import s fro m al l sources" . Th e typ e o f 

safeguard actio n to be taken -  increas e in the bound rat e of tariffs o r impositio n 
of quantitativ e restriction s o n import s -  i s decide d b y th e investigatin g 
authorities. Wher e a  quantitativ e restrictio n i s used , quota s ma y b e allocate d 
among th e mai n supplyin g countries . I n suc h cases , individua l share s ar e 
allocated i n consultatio n wit h th e supplyin g countrie s o n th e basi s o f thei r 
shares i n import s durin g a  previou s representativ e period . I n allocatin g share s 
on this basis, the interest s of new suppliers should also be adequately taken int o 
account. 

The Agreement permits , i n exceptiona l situations , membe r countrie s t o depar t 
from th e non-discriminator y rul e and t o apply quota restriction s onl y to one o r 
more countrie s whe n import s fro m thes e countrie s "hav e increase d i n dispro -
portionate percentag e i n relation t o the tota l increase of imports o f the produc t 
concerned i n the representative period" . In order to ensure that such actions ar e 
taken onl y in exceptional situations , the Agreement stipulate s tha t the y shoul d 
be take n afte r consultation s with , an d approva l by , th e Committe e o n Safe -
guards. The Committe e ha s bee n establishe d unde r th e Agreement . 

Compensation for the loss of trade 

Agreement on Safeguards, A  member countr y proposin g t o appl y safeguar d measure s i s expected t o offe r 
Article 8 adequat e trad e compensatio n t o countrie s whos e trad e interest s woul d b e 

adversely affecte d b y suc h measures. 13 I f agreemen t o n a n adequat e trad e 
compensation canno t b e reached b y the country proposing to apply a safeguar d 
measure an d th e affecte d exportin g membe r countries , th e exportin g member s 
may take retaliatory action. 14 However , the right to retaliatory action cannot b e 
exercised fo r th e firs t thre e year s tha t th e measur e i s i n effect , wher e th e 
safeguard measur e ha s bee n take n i n accordanc e wit h th e provision s o f th e 
Agreement and as a result of an absolute increase in imports (an d not relative t o 
domestic production) . 

Special and differential treatment o f developing countries 

Agreement on Safeguards, Th e Agreement provides for the specia l and differential treatmen t o f developin g 
Article 9 countrie s i n th e applicatio n o f safeguar d measures . Import s fro m a  developin g 

country ar e exemp t fro m safeguar d measure s i f it s shar e i n th e import s o f th e 
product concerne d int o th e countr y takin g th e measur e i s les s tha n 3% . Thi s 
exemption doe s no t appl y i f developin g countrie s wit h individua l share s i n 
imports smaller than 3 % collectively account for more than 9 % of the imports . 

Duration of safeguard measures 

The othe r provision s o f th e Agreemen t ar e mainl y directe d toward s ensurin g 
that safeguar d measure s ar e applie d fo r temporar y periods . I t i s thus provide d 
that: 

13 Th e compensation is generally a concession, in the form of tariff reductions , from the country 
wishing to take safeguar d action s t o the countrie s whose trad e i s to b e restricted , o n othe r 
products of export interest to them. 

14 Suc h retaliatory action is generally the suspension of a concession or other obligation to which 
the country applying the safeguard measur e is entitled. 
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• Safeguar d measure s i n forc e o n 1  January 1995 , when th e Agreement wen t 
into effect , mus t b e terminate d afte r eigh t year s o r b y 1  Januar y 2000 , 
whichever come s later . 

Agreement on Safeguards, •  Th e maximu m initia l perio d fo r th e applicatio n o f a  safeguar d measur e i s 
Article 7 fou r years . Thi s initia l perio d ma y b e extende d u p t o a  maximu m o f eigh t 

years (1 0 years fo r developin g countries) . 

In orde r t o assis t affecte d industrie s i n preparin g themselve s fo r th e increase d 
competition tha t wil l follo w th e ultimat e liftin g o f safeguar d measures , th e 
Agreement require s an y measur e wit h a  duratio n o f mor e tha n on e yea r t o b e 
progressively liberalized . Ther e shoul d als o b e mid-ter m review s o f measure s 
with duration s o f over three years, to se e whether the y shoul d be withdrawn o r 
liberalized faster . 

In addition , th e Agreemen t prevent s countrie s fro m circumventin g th e tim e 
limits o n safeguar d measure s b y prohibitin g th e reimpositio n o f protectio n o n 
the sam e produc t fo r a  period equa l t o tha t o f the origina l safeguar d action . I n 
no event can a  measure be reapplied within a n immediatel y followin g perio d o f 
less than two years. However, temporary safeguards tha t have been imposed fo r 
six months o r les s ma y b e reinstate d afte r on e year , a s lon g a s action s ar e no t 
taken o n th e sam e produc t mor e tha n twic e i n a  five-yea r period . Her e again , 
developing countrie s ar e subjec t t o les s rigorous obligation s an d ma y reimpos e 
actions o n th e sam e produc t afte r a  perio d equa l t o hal f th e duratio n o f th e 
previous measur e (bu t no t within a  period o f les s than tw o years) . 

Business implications 
The ne w and improve d rule s on safeguard s reinforc e th e GAT T rule s providin g 
for securit y o f access . Importin g countrie s ar e prohibite d fro m requestin g 
exporting countries to ask their enterprises to restrain thei r exports under VER s 
or simila r arrangements . I t i s importan t t o not e tha t b y providin g furthe r tha t 
governments shoul d no t encourag e thei r industrie s t o conclud e suc h 
arrangements wit h industrie s i n othe r countries , th e Agreement ha s cautione d 
industries against entering into similar arrangement s even on an informal basis . 

As ha s bee n mentioned , almos t al l tariff s o f develope d countrie s an d a  hig h 
proportion o f th e tariff s o f developin g countrie s hav e bee n boun d agains t 
further increases , thu s restrictin g th e righ t o f countrie s t o rais e tariffs . Unde r 
the rule s of the Agreement o n Safeguards , importin g countries will therefore b e 
able t o tak e measure s t o restric t import s onl y whe n investigation s hav e 
established tha t increase d import s ar e causin g seriou s injur y t o thei r domesti c 
industries. The rule s further tr y to protect the interest s o f exporting enterprise s 
by giving them th e righ t t o defen d thei r interest s durin g the investigation s an d 
to produce, if necessary, evidence to establish that the imposition o f restriction s 
would not be in the interest of the consuming public in the importing country . 

It is , however, importan t t o not e tha t thes e genera l rule s o n safeguar d action s 
do no t immediatel y appl y t o textil e products . Th e Agreemen t o n Textile s an d 
Clothing, negotiate d i n th e Urugua y Round , provide s tha t th e discriminator y 
restrictions currentl y applie d t o textil e product s b y som e importin g countrie s 
should b e phase d ou t i n fou r stage s ove r a  perio d o f 1 0 years . Durin g thi s 
phase-out perio d th e Agreement permit s countrie s t o tak e safeguar d action s t o 
restrict import s o n a  discriminator y basi s fro m thos e exportin g countr y o r 
countries, where a s a result o f "sharp an d substantia l increas e i n imports" fro m 
these countries , "seriou s damage " i s caused t o th e domesti c industry . 
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The trad e i n textile s wil l b e governe d b y th e rule s o f th e Agreemen t o n 
Safeguards o n non-discriminator y applicatio n o f safeguard measure s onl y afte r 
1 Januar y 2005 . O n tha t date , th e Agreemen t o n Textile s an d Clothing , afte r 
having been unde r implementatio n fo r 1 0 years, will cease t o exist . 

It i s essentia l t o loo k a t thes e rule s no t onl y fro m th e viewpoin t o f exportin g 
enterprises bu t als o fro m th e perspectiv e o f enterprise s whic h a s a  resul t o f a 
sudden surg e in imports are finding i t difficult t o compete with foreign supplier s 
in thei r domesti c markets . Thes e enterprise s hav e th e righ t t o petitio n thei r 
governments t o tak e safeguar d action s t o restric t imports . Suc h petition s 
cannot b e mad e b y a  singl e fir m o r a  fe w enterprises , bu t b y producer s whos e 
"production constitute s a  majo r proportio n o f tota l domesti c production" . I n 
practice, suc h petition s o r application s ar e ofte n mad e o n behal f o f producer s 
by the associations to which they belong. Petitions can be submitted onl y when 
it i s possible t o establis h tha t ther e i s a  causa l lin k betwee n increase d import s 
and th e allege d seriou s injur y t o th e industry . Th e abilit y o f th e affecte d 
industries to take advantage o f these provisions will depend o n how far they ar e 
able to build up the case for suc h temporary protection , takin g into account th e 
Agreement's stric t condition s fo r th e impositio n o f safeguar d measures . 


	Chapter 9: Safeguard Measures to Restrict Imports in Emergency Situations
	Summary
	Circumventing GATT rules through VERs
	Agreement on Safeguards
	Commitment to abolish VERs
	Serious injury standard
	Rules governing investigations
	Application of safeguard measures
	Compensation for the loss of trade
	Special and differential treatment of developing countries
	Duration of safeguard measures

	Business implications




