nan-diszriminatary marner against all imports ¢f the praguct
concerned, Article £I¥ is The only provision fn the GATT which ailgws
a contracting party the right uniiaterally, without prior
authorization of the Contracting Parties, to retaliate against only
gne country.

A. furing the Tokyoe Pound of GATY negotfations, afforss began e
negotiste a safeguards azgreement alaborating the provisiens of
Article XIX. Whijte cnnswaerahie progress was made in deveioping ruies
and pracedures which would provide greater discipline and clarity an
tre manrier 9n which safequards action is taken, the negotiations broke
down Decause of disagresment on the question of "selectiviiv®, i.e.
the fssue of whethar safequards actfon should De ailowed against
imparts from only one or several countries which are consider=d to De
the sourte of injury rather than required againsi all countries
exporting a given product. This issue has been a dilemma in the use
of the GATT szfequards provisicn since the 1850s; The Mylsifipre
Arrangement dealing with trade in textiles and clothing orocucts 45 a
derogation from the provisions of Article XIX. It allows seiective
action to be taken in these prodyct aress in exchange for more fracise
rules an the taking of such acfion and a system of mulfilateral
surveillance. In other situatians, countries have rasarted to the usz
of valuntary export resireints which are a form of selecTivity and
which are concluded outside the purview of GATT.

7. While technically the negotiations on safaguards continue 1in
Geneva as part of the GATT work programme, there saems to be Iitile
concarted political will at this stage to conclude such negotiations
befare the start of a new round of trade negotiations in the GATY.
There is general greemen* however, that concluding a safequards
agreement would De a key ObJEC ive im a mew round. It is probably not
practical to think of rea1 zing that objective prior to the conclusion
af the new round of tride pegotidtions,

Canada=) 5. Discussions 4o Date

8. Both Canada and the United States have been freguent users o7
Artigle XIX. Fairly early on in the use of this article, & diffaresce
af opinien arpse setween Canada and the United States as to the
cireumstances under which a contracting party had the right to suspend
substantially équivalent concessions under Article XIX, and
consequently to use this right as a means of securing cumpEnsa;iun

-- usualiy in the form of reduced tariffs -- from the country which
touk the safeguard ac+fun. The Americans maintained that any
safequard action :nnst1~uted an impairment of American GATT r.ght and
therefore ought to be "pafd for". The Canadian view was that i7 the
article were properly .applied, payment ought not to be necessary, The
resuls of this situation was that in most situations where Canada fook
a safequard action affecting American imperts the United States
insisted on recaiving Compensation, and usualiy did. On the other
hand, Canada did nat request compensation from the United States afis



