
CHAPTER 1 0 

Safeguard actions for economic development purposes: 
special flexibility available to developing countries 

Summary 

GATT rules  provide  special  flexibility to  developing  countries  to  take  safeguard 
measures to  restrict  imports,  for  temporary  periods,  in  order  to  promote  the 
development of new or infant industries.  However,  GATT  lays  down strict conditions 
for the  invocation  of  these rules. Furthermore,  safeguard  measures  can ordinarily  he 
introduced only  with  WTO  approval 

GATT 1994 , Articl e XVIII : Th e GAT T rule s recogniz e tha t government s o f developin g countries , i n 
Section C; Tokyo Round pursuanc e o f thei r programme s an d policie s o f economi c development , ma y 
Declaration: Safeguard find  i t necessar y t o provid e assistanc e t o ne w o r infan t industrie s o r fo r th e 
Action for Development furthe r developmen t o f existin g industrie s an d tha t suc h assistanc e ma y tak e 
Purposes th e for m o f safeguar d action s restrictin g import s fo r temporar y periods . As th e 

imposition o f thes e restraint s coul d adversel y affec t th e interest s o f exportin g 
countries, th e rule s la y down stringen t condition s fo r thei r adoption . 

Conditions for the invocatio n o f safeguard provision s 
A government wishin g t o provid e highe r protectio n throug h th e impositio n o f 
restrictions i s expected t o notif y th e W T O Secretaria t o f the : 

• Particula r industry or industries, either existing or new, for the developmen t 
of which suc h highe r protectio n i s necessary ; 

• Th e natur e o f th e propose d restrictiv e measur e (increas e i n tariff s tha t ar e 
bound agains t furthe r increases , impositio n o f quantitativ e restriction s o n 
imports o r the introductio n o f a  licensing system) ; 

• Th e specia l difficultie s tha t import s pos e fo r th e developmen t o f suc h 
industries; an d 

• Wh y measure s othe r tha n impor t restriction s ar e no t practicable . 

The notification mus t be made before th e measure is introduced. I n exceptiona l 
cases, where delay in the introduction o f the measure i s expected to pose specia l 
difficulties t o th e industr y concerned , th e notificatio n ca n b e mad e 
immediately afte r th e measur e i s imposed . 
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The introduction o f safeguard measure s o r their continuation where notificatio n 
is made afte r th e measure s have been introduce d i s ordinarily15 possibl e i f WT O 
member countries , afte r examinin g th e reason s fo r it , approv e it . 

Business implications 

In practice , the specia l flexibility  availabl e t o developin g countrie s unde r thes e 
provisions ha s rarel y been invoked . On e o f th e mai n reason s fo r thi s was that , 
until th e conclusio n o f the Urugua y Round , th e tariff s o f nearl y al l developin g 
countries wer e no t boun d agains t increases . Thi s enable d the m t o protec t 
developing infan t industries , where necessary , b y raisin g their tariffs . 

In th e Urugua y Round , a s note d earlier , a  larg e proportio n o f th e tariff s o f 
developing countrie s ha s bee n boun d agains t furthe r increases . Enterprise s i n 
developing countrie s whic h believ e tha t the y nee d mor e protectio n t o develo p 
new industrie s o r furthe r develo p existin g one s wil l therefor e hav e t o reques t 
their government s t o invok e th e provision s o n "safeguar d action s fo r 
development purposes" . O n thei r part , th e government s wil l hav e t o obtai n 
approval from W T O prio r to taking such measures (e.g . increase in bound rate s 
of tariff s o r impositio n o f quantitativ e restrictions) . 

As th e adoptio n o f suc h measure s wil l b e a  derogatio n fro m th e basi c rules , 
W T O wil l gran t suc h approva l onl y i f membe r countrie s ar e satisfie d that , 
taking int o accoun t suc h factor s a s availabl e natura l resource s an d existin g 
production an d consumption trends , the higher level of protection wil l help th e 
industry t o becom e internationall y competitiv e withi n a  reasonabl e period . 
Furthermore, i n granting suc h approval , W TO ma y impose stric t conditions t o 
ensure tha t the restrictions ar e maintained onl y for temporary periods and tha t 
steps ar e take n fo r thei r gradua l withdrawa l durin g thes e periods . 

15 I f the tarif f o n a  product i s bound agains t furthe r increases , restrictiv e measure s ca n b e take n 
only with WTO's prio r approval . Where, however, the duty i s not bound, two courses are ope n 
to th e developin g country wishing to give higher protection . I t may raise the rat e o f duty. As a 
rise in the rates of tariffs tha t are not bound is permissible under GATT rules, it can take such an 
action without invokin g the provision s o f GATT Article XVIII:C. Where, however , i t propose s 
to give higher protection by imposing restrictions that are not permissible under GATT (such as 
the applicatio n o f quantitativ e restriction s o r a  restrictiv e licensin g system) , i t ha s t o notif y 
W T O an d ente r into consultations with othe r member countrie s in order to obtain approva l of 
the propose d measure . Whil e th e Article provide s that , i n suc h cases , the developin g countr y 
concerned coul d appl y th e measur e eve n i f the approva l i s not granted , i n practic e thi s i s no t 
possible. Th e reaso n i s tha t th e Articl e als o give s othe r membe r countrie s th e right  t o tak e 
retaliatory action s i f they conside r th e measur e t o b e advers e to thei r trad e interests . 
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