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I. TEXT OF ARTICLE XVIII, RELEVANT INTERPRETATIVE NOTES AND UNDERSTANDING ON 

THE BALANCE-OF-PAYMENTS PROVISIONS OF GATT 1994 
 
 
 
 Article XVIII* 
 
 Governmental Assistance to Economic Development 
 
 1. The contracting parties recognize that the attainment of the objectives of this Agreement will be 
facilitated by the progressive development of their economies, particularly of those contracting parties the 
economies of which can only support low standards of living* and are in the early stages of development.* 
 
 2. The contracting parties recognize further that it may be necessary for those contracting parties, in 
order to implement programmes and policies of economic development designed to raise the general standard of 
living of their people, to take protective or other measures affecting imports, and that such measures are justified 
in so far as they facilitate the attainment of the objectives of this Agreement. They agree, therefore, that those 
contracting parties should enjoy additional facilities to enable them (a) to maintain sufficient flexibility in their 
tariff structure to be able to grant the tariff protection required for the establishment of a particular industry* and 
(b) to apply quantitative restrictions for balance of payments purposes in a manner which takes full account of the 
continued high level of demand for imports likely to be generated by their programmes of economic development. 
 
 3. The contracting parties recognize finally that, with those additional facilities which are provided for in 
Sections A and B of this Article, the provisions of this Agreement would normally be sufficient to enable 
contracting parties to meet the requirements of their economic development. They agree, however, that there may 
be circumstances where no measure consistent with those provisions is practicable to permit a contracting party 
in the process of economic development to grant the governmental assistance required to promote the 
establishment of particular industries* with a view to raising the general standard of living of its people. Special 
procedures are laid down in Sections C and D of this Article to deal with those cases. 
 
 4. (a) Consequently, a contracting party, the economy of which can only support low standards of 
living* and is in the early stages of development,* shall be free to deviate temporarily from the provisions of the 
other Articles of this Agreement, as provided in Sections A, B and C of this Article. 
 
  (b) A contracting party, the economy of which is in the process of development, but which does not 
come within the scope of sub-paragraph (a) above, may submit applications to the CONTRACTING PARTIES under 
Section D of this Article. 
 
 5. The contracting parties recognize that the export earnings of contracting parties, the economies of 
which are of the type described in paragraph 4 (a) and (b) above and which depend on exports of a small number 
of primary commodities, may be seriously reduced by a decline in the sale of such commodities. Accordingly, 
when the exports of primary commodities by such a contracting party are seriously affected by measures taken by 
another contracting party, it may have resort to the consultation provisions of Article XXII of this Agreement. 
 
 6. The CONTRACTING PARTIES shall review annually all measures applied pursuant to the provisions of 
Sections C and D of this Article. 
 
 
 Section A 
 
 7. (a) If a contracting party coming within the scope of paragraph 4 (a) of this Article considers it 
desirable, in order to promote the establishment of a particular industry* with a view to raising the general 
standard of living of its people, to modify or withdraw a concession included in the appropriate Schedule annexed 
to this Agreement, it shall notify the CONTRACTING PARTIES to this effect and enter into negotiations with any 
contracting party with which such concession was initially negotiated, and with any other contracting party 
determined by the CONTRACTING PARTIES to have a substantial interest therein. If agreement is reached between 
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such contracting parties concerned, they shall be free to
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 12.  (a) Any contracting party applying new restrictions or raising the general level of its existing 
restrictions by a substantial intensification of the meas
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 Section C 
 
 13.  If a contracting party coming within the scope of paragraph 4 (a) of this Article finds that 
governmental assistance is required to promote the establishment of a particular industry* with a view to raising 
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 19. If a proposed measure of the type described in paragraph 13 of this Article concerns an industry the 
establishment of which has in the initial period been facili
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 UNDERSTANDING ON THE BALANCE-OF-PAYMENTS PROVISIONS 
 OF THE GENERAL AGREEMENT ON TARIFFS AND TRADE 1994 
 
 
Members, 
 
 Recognizing the provisions of Articles XII and XVIII:B of GATT 1994 and of the Declaration on Trade Measures Taken for Balance-of-
Payments Purposes adopted on 28 November 1979 (BISD 26S/205-209, referred to in this Understanding as the "1979 Declaration") and in 
order to clarify such provisions1; 
 
 Hereby agree as follows: 
 
Application of Measures 
 
1. Members confirm their commitment to announce publicly, as soon as possible, time-schedules for the removal of restrictive import 
measures taken for balance-of-payments purposes. It is understood that such time-schedules may be modified as appropriate to take into 
account changes in the balance-of-payments situation. Whenever a time-schedule is not publicly announced by a Member, that Member shall 
provide justification as to the reasons therefor. 
 
2. Members confirm their commitment to give preference to those 



 A
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 In a few instances consultations have been conducted concerning balance-of-payments measures without 
reference to either Article XII or Article XVIII.10 In another instance a contracting party has consulted 
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The Report of the Working Party in the Fourteenth Session on “ Impact of Commodity Problems on International 
Trade” further noted: “…The General Agreement offers facilities for bilateral and multilateral consultations of 
which governments may avail themselves when difficulties arise in international commodity trade. …Contracting 
parties, whether importing or exporting countries, can avail themselves of the provisions of Article XXII of the 
General Agreement and initiate consultations under that Article when difficulties arise in connexion with their 
commodity trade”.23 
 
 In 1981 Peru requested consultations with the United States under the Resolution of 4 March 1955 on the 
liquidation of strategic stocks and the provisions of Article XVIII:5 and Article XXII:1 of the General Agreement 
because of prejudice caused to the economy of Peru by the liquidation of United States strategic stocks of silver.24 
 
 See also Articles XXXVI:4 and XXXVII:2, and the material in this Index on Articles XXII:2 and XXV:1. 
 
(8) Annual reviews of measures applied under Article XVIII:C and D 
 
 The Report of the Review Working Party on “Quantitative Restrictions” notes: 
 
 “Paragraph 6 of the preamble provides for an annual review of the deviations from the provisions of the 

Agreement. This review is intended to provide an opportunity for discussing the effects of the measures 
applied under Sections C and D, the progress made by the industries in question and the general operation 
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 As of March 1994, Section A of Article XVIII had be
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(2) Paragraphs 10 and 11: application of balance-of-payments measures 

 The Report of the Review Working Party on “Quantitative Restrictions” notes that 

  “Paragraphs 10 and 11 reproduce in substance the provisions of sub-paragraph 2(b) and of paragraph 3 
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 See also paragraphs 2, 3 and 4 of the Understanding on the Balance-of-Payments Provisions of the GATT 
1994. 
 
(3) Paragraph 12: consultations and review of balance-of-payments measures 
 
(a) General 
 
 The Report of the Review Working Party on “Quantitative Restrictions” notes that “it was also agreed to 
insert an additional provision in [sub-paragraph (f)] to the effect that when they are called upon to take any action 
under paragraph 12 the CONTRACTING PARTIES would take fully into account the special factors existing in the 
case of under-developed countries which have been described in the Preamble of the Article”.43 
 
b) Notification of balance-of-payments measures 
 
 The “Procedures for dealing with new import restrictions applied for balance-of-payments reasons” adopted 
in 1960 provide that “any contracting party modifying its import restrictions is required to furnish detailed 
information promptly to the Executive Secretary, for circulation to the contracting parties”. A footnote to this 
paragraph notes: “Under established procedures, contracting parties should furnish such information not only 
when they wish to initiate a consultation pursuant to Articles XII:4(a) or XVIII:12(a) but whenever any 
significant changes are made in their restrictive systems”.44 
 
 The 1972 Decision on simplified procedures for balance-of-payments consultations under 
Article XVIII:12(b) (cited below in extenso) noted that “There are a number of developing contracting parties, 
mostly the newly independent countries, which maintain import restrictions. …the adoption of the ‘streamlined’ 
procedures set forth in paragraph 3 above should contribute substantially to easing the way for all developing 
countries to define their position regarding their restrictions in relation to the GATT provisions. It is therefore 
proposed that, upon approval of the new procedures, the secretariat be instructed to enquire and discuss with each 
of these developing countries with a view to establishing a complete list of the contracting parties invoking 
Section B of Article XVIII of the Agreement”.45 
 
 Paragraph 3 of the 1979 Declaration provides: “Contracting parties shall promptly notify to the GATT the 
introduction or intensification of all restrictive import measures taken for balance-of-payments purposes. 
Contracting parties which have reason to believe that a restrictive import measure applied by another contracting 
party was taken for balance-of-payments purposes may notify the measure to the GATT or may request the GATT 
secretariat to seek information on the measure and make it available to all contracting parties if appropriate”.46 
 
 Paragraph 8 of the Understanding on the Balance-of-Payments Provisions of the GATT 1994 provides as 
follows: 
 
   “A Member applying new restrictions or raising the general level of its existing restrictions by a 

substantial intensification of the measures shall enter into consultations with the Committee within four 
months of the adoption of such measures. The Member adopting such measures may request that a 
consultation be held under paragraph 4(a) of Article XII or paragraph 12(a) of Article XVIII as appropriate. 
If no such request has been made, the Chairman of the Committee shall invite the Member to hold such a 
consultation. Factors that may be examined in the consultation would include, inter alia, the introduction of 
new types of restrictive measures for balance-of-payments purposes, or an increase in the level or product 
coverage of restrictions. 

 

                                                                                                                                                           
     43L/332/Rev.1 and Addenda, adopted on 2, 4 and 5 March 1955, 3S/170, 184, para. 48. 
     44Procedures approved on 16 November 1960, 9S/18, para. 2. 
     45L/3772/Rev.1, approved by the Council on 19 December 1972, 20S/47, 49, para. 4. 
     46L/4904, adopted on 28 November 1979, 26S/205, 207, para. 3. See also discussion on this issue in CG.18/W/9/Rev. 1, 22 October 
1976.  Nigeria began consulting in the Committee on Balance-of-Payments Restrictions in 1984 following a “reverse notification” by another 
contracting party. 
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 For instances of “reverse notification” of restrictions or requests to the Secretariat to seek information on 
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(f) Sub-paragraphs c(ii), (d) and (e) 
 
 The Report of the Review Working Party on “Quantitative Restrictions” notes concerning paragraph (e) that 
it was added “in order to allow a contracting party to withdraw from the General Agreement at shorter notice 
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taken for development purposes under Section C of Article XVIII. The measures applied pursuant to the 
provisions of Section C were reviewed annually. The last review was conducted at the Twenty-fourth Session in 
November 1967.76  
 
 The 1979 Decision on “Safeguard Action for Development Purposes” provides that “…there may be 
unusual circumstances where delay in the application of measures which a less-developed contracting party 
wishes to introduce under Section A or Section C of Article XVIII may give rise to difficulties in the application 
of its programmes and policies of economic development for the aforesaid purposes. …in such circumstances, the 
less-developed contracting party concerned may deviate from the provisions of Section A and paragraphs 14, 15, 
17 and 18 of Section C to the extent necessary for introducing the measures contemplated on a provisional basis 
immediately after notification”.77 See further at page 498 above. 
 
 The 1986 Report of the Group on “Quantitative Restrictions and other Non-Tariff Measures” provides that 
“The Group noted that some progress had been made in bringing existing quantitative restrictions into conformity 
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(3) Paragraph 16: “the contracting party concerned shall consult” 

 The Report of the Panel on Article XVIII Applications in 1957 concerning “Applications by Ceylon” notes, 
concerning the consultation provided for in Article XVIII:16: 
 
   “First, the Panel endeavoured, in the light of the provisions of paragraphs 1, 2 and 13 of 

Article XVIII, to see whether the objectives of each measure proposed was to assist the establishment of a 
particular industry as defined in the relevant Note to Annex [I], if such industry was established with a view 
to raising the general standard of living of the Ceylonese people and if the measure proposed was required 
to promote the establishment of that industry. 

 
  



 ARTICLE XVIII - GOVERNMENTAL ASSISTANCE TO ECONOMIC DEVELOPMENT 511  
 

considered whether the conditions laid down in paragraphs 13 to 16 were fulfilled, then invited the Ceylon 
delegation to enter into consultations with the parties concerned in accordance with paragraph 18 of 
Article XVIII ...”.86 
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