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~Sll, . many - experts - admit:. that "with - an
-economy-wide problem; goverhments need to

-issue - extensive guarantees to maintain’ comnfi-

dence and prevent banks from failing. Central
banks can provide important- liguidity-assis-

_tance both to the market as a whole and to indi-:

vidual solvent banks. Liquidity is necessary to
prevent bank runs and to permit deposit insur-
€rs to pay out claims instantly and to fund bank

_resolution efforts. By providing liquidity to the
market in general at such a time of financial dis-
-tress, the central bank can relieve tensions and
limit the potential fears which might prompt

_bank runs, Such actions are part of the lender
of last resort function.

m w_ E,E_EE& standards

E:Hocm: ©1isis management remains to a great

G extent ..@95 the responsibility of national
sl authorities; the challenge of ensuring the stability

. and soundness of the financial system is clearly
. global or atleast cross-border. This is not only
wo o béchuse of the existing linkages among interna-
i -tiohalmarkets but also because many of the main
i institutions operate across borders. Hence, coop-

s~ erdtion and coordination among the authorities

inithe countries involved is required - not just

i lincaccrisis but at all times that the institution is

being supervised and monitored.? Coordination
*and information-shating takes place at the
.- political level (G20, (G8), at the technical level
-€.g.; Financial Stability Board (FSB), Basel
Committec on Banking Supervision {BCBS),
-and at the monetary level (bilateral and multilat-
eral currency swaps between central banks).

L .3 See e.g., Eva Hiipkes, “Challenges in Saleguarding

: m_:mugmm Stability, Lines of Defense Against
““Bystemic Crises: Resolution™ in Gerard Caprio, Ir.
‘(ed), Handbook of Safeguarding Global Financial
~-Stability (Elsevier 2013) 499 T,

% James R Barth, David G Mayes and Michel
Taylor, “Safeguarding Global Financial Stability,
Overview™ in Gerard Caprio et al. (eds) Handbook

- of Safeguarding Global Financial Stability (Elsevier
2013) 229,

s “hazard msm to- Eémwa the incentives  arsing
oo from the existence of a deposit guaraniee.?”

“all .Ezmmﬁ:oﬁ should: enabl
.. Swa moman o H,nwo?o mumuﬁm

ELGAR ENCYCLOPEDIA OF INTERNATIONAL ECONOMIC

tiondl mmoﬁﬁ,@ mxnnwmosm Qcﬂ in Bomﬁ
eral. or regional trade agreements, too.
NSEP ‘Atticle 346 of ihe Treaty on the
oning of the Europear Union, Articles
(18 anid 2102 of the North American Free
[E >m8a§m§ and Article 24 of the Annex
¢ Treaty ‘Fstablishing - the Caribbean
LY AO>WMOQ<5 provide for security
ceriis 16 override ecotiomic liberalization.

Nationdl: sécuiity exceptions are less [re-
in-invesimient treaties, but do exist. The
g, scope and broadness of the exception

are included in the m mm .m.ma.ﬂ

Selected Wﬁmwmwn.@m B

Kern Alexander and Rahul:Dhi
Handbook on Taternational - Fingj
{Edward Elgar Publishing 2012y 7=

Gerard Caprio, Jr. (ed), Handbook 'of: Sifieh
Global m.:SzQ& MS@%Q ﬂmmm Sﬂ. 201

135 National mm%;

is ﬁ..zn.wwv dating back from 1947, reads as

While the older Emomom % conclidin
ties of ‘amity and commerde’ ms.oé “thatin
national trade has long been associa
peaceful relations, peace and irac
always synonymous. Where they co
usually prioritize national sécurity’
nemic matters. Therefore, governis
male sure that their ogmmﬂoﬁ i the fietd
economic refations do not ?9&2. 1
adopting measures they deem smnmmmm
tect their security. :
To do this, states draft treaty E_mm bro
and imprecisely, adopt national securif
ures without formally justifying them
basis of an explicit provision, and may re
submit security matters to international ¢
This makes conclusive case-law raré. ]
while some applications of the national
rity exception are well goanmmﬁm“...?mnm
probably much more developed.

Zoﬁwu.m. in this Agreement shall be construed

to require any contracting party to furnish
anty information the disclosure of which it consid-

. onirary to its essential security interests; or
to'prevent any contracting party from taking
ny action which it considers necessary for the
ytection of its essential security interests

| relating to fissionable materials or the mate-
als from which ESN are derived;

ii)'to the traffic in arms, ammunition and
implements of war and to such traffic in other
“goods and materials as is carried on directly or
tidirectly for the purpose of supplying a mili-
ary establishment;

(iti) in time of war or other emergency in inter-
“national relations; or

©) to prevent any contracting party from taking
any action in pursuance of its obligations under
1he United Nations Charter for the maintenance
f international peace and security.

hé most noteworthy aspect of Article XXT
ATT is the absence of a ‘chapeau’ such as
found in Article XX GATT. Thus, there
810 text to explicitly require that Members

pply the nationai security exception in a non-

Treaty provisions

At the muitilateral level, the national ”w.ﬂ
exception is clearty articulated in the: World

maﬁmgm manmmcom.. R
The drafters of ‘the GATT were aware that

..”..m.;nw ‘a-broad ‘exception could be seriously
- abused. However, it was inconceivable at the

time that trade obligations might prevail over
national security concerns in case of military
conflict or tensions between contracting parties.
The later history showed that, overall, abuse
did not take place, and that Article XXI of
GATT was invoked in cases of genuine interna-
tional conflict and not as a pretext to gain some
economic advantage.

State practice

States have implemented various types of meas-
ures to protect their national interests. Some
of them amount to economic sanctions (see
this entry) such as embargoes, import restric-
tions, freezing of assets and other similar meas-
ures. Qthers are intended to prevent the enemy
{rom acquiring material it could use against
the exporting country. Weapons, ammunition
and military goods are obvious objects of such
measures. Trade in so-called ‘dual-use’ goods
{goods that can be used both for civilian and
military purposes, like aircraft and electronic
devices or components) may also be restricted.

Some measures may have extraterritorial
application. These sanction third states (or
nationals thereof) who carry on business with
tiie target state and/or contrary to the national
interests of the sending state.

Justiciability and case-law

States try to avoid scrutiny of national security
measures by (international) courts. Classical
methods like foot-dragging, refusal to accept
a non-compulsory jurisdiction, or out-of-court
settlement are often used. When a case is none-
theless submitted to a court, the argument is
made that the court has no jurisdiction to rule
on questions of security interests, In this regard,
the ‘self-judging’ character of the exception
may be raised when the wording defers to the
opinion of the state inveking the national secu-
rity exception in determining what its security
interests necessitate.
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o agamst’ thie ‘commuitist ‘bloc: m.me gh _”Em the:
i ‘inherent conflict between edch amembiei’s: EmE
S o detéimine its: security interésts and the

- Czechoslovakia’s claimi by a majority vole.

: wWhen -Argentina +invaded - the: ﬂmuﬁmﬂa
20 Tdlands in 1982, -the European” Community;
“.. Canada and Australia reacted with an embargo
- onm Argentinian products., Argentina launched
- acomplaint at the GATT, but the matter was
i rigver referred to a proper panel, After months
20 -of discussions, the Contracting Parties adapted
7 a-decision where, again, the conflict between
i 'the individual right of each member and the
- systemic risks for the international trade system
-could not be solved. The decision only required
~-that the Members inform “to the fullest extent
Sl .@.omm_.gm, of their measures based on Article
ol XXT GATT.®

T TGater in the 1980s, the United States enacted
-~ festiictive trade measures in connection with
its"tonflict -against Nicaragua. Nicaragua
requested the ¢stablishment of a GATT panel,
‘bt the US argued that this kind of dispute was
1ot a4 matter to be dealt with by the GATT.
The Buropean Communities (EC) concurred,
least on-this principle. A panel was finally
- establishéd, but its mandate clearly mentioned
-:that it'conld not examine whether Article XX1
U G@ATT wis validly invoked. Consequently, the
w-panel ‘was unable to determine whether the
“United States violated the GATT or not.
S ””..>m is well known, the Nicaragua case was also
- submitted to the International Court of Justice
:(ECT). The Court had to rule on the applica-
;oo tion ol a Treaty of Friendship, Commerce and
o -Névigation of 1956, which contained a clause
.. similar to Article XXI GATT, referring to
7 measures ‘necessary to protect [a party’s] essen-
sl security interests’. Ie the reasoning estab-
=i lishinig that it had jurisdiction on the matter, the

-+ ICJ contrasted the wording of Article XXI of
23 GATT with that of the 1956 Treaty, The latter
Cspeaks simply of ‘necessary’ measures, not of
:thiose considered by a party to be such.’® One

P

“ 79 Decision Concerning Arlicle XXT of the General
S0 Agreement, 30 November 1982, 1/5426.
¥ Military and Paramilitary Activities in and against

w7 of ‘undetmining the ‘GATT" if ithie nxoﬁunom
S vastabused, the Coatratcting Parties .m&mo.a.a ..
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opmenti
mwﬁ.ﬁ:m ammons wmomm? Em 85 omE be

5%3% he onmENm:oﬁ Ea adminis-
f cornmitigities and/of incredse the social
pnomic welfare of populations, Economic
of development place emphasis on
ali %4&0ﬁ3m§ or economic growth
bience of mdmoEwn poverty as determi-
5[ development.” More _comprehensive
yproaches to agaowsgmﬂ focus on broader

{a] and econonic welfare objectives, includ-
Acoess 8 “public services, such as health and
ot gender equality, and political free-
More Tecently, the concept of ‘susiainable
lopment’ has become increasingty predomi-
ncapsitlating the idea that economic and
development must be constrained by eco-
il considerations.

ment) andet the’ m&ﬁmlm:zos Al
ﬂwm Us E.mzoa that- the §O

question. After momosmaonm th
the most controversial mm@nﬁm
Burton Act and the panel ?oﬁnm
suspended.
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n--economic development. Historically,
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gh-and implementation of international
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industrial %420?55 mﬁmﬂmmam ‘undertaken
”....H\ m?io?mm countriés; "Thege include bind-

ing lower industrial tatifls utder the General
Agresment on Tariffs and Trade and pro-
hibiting industrial and agricultural subsidies
under the World Trade Organization (WTO)
Agreement on Subsidies and Countervailing
Measures. This curtails opportunities for coun-
tries to utilize tariffs and subsidies to protect
and promote domestic econemic sectors. The
non-discrimination principle of national treat-
ment requiring signatory states to treat locally
produced and imported goods equally after the
goods have entered in the local market can also
impact on development by prohibiting govern-
ment measures to incentivize and protect indus-
tries which are at early stages of development
known as ‘infant industries’. Without state sup-
port and protection, many local oﬁoﬂu:mmm are
often unable to compete with increasing foreign
imports, leading to losses in domestic @nom:o.
tive capacity and unemployment.

The development of infant industries may
be further hampered by global intellectual
property rights regimes which HBER state
parties to mm»mgmw domestic regimes in con-
formity with extensive minimum standards of
protection modelled after Western laws which
can impede technological innovation. Some
economists have termed this phenomenon in
international economic law as industrialized
countries ‘kicking away the ladder’ of develop-
ment for other countries, using economic rules
and principles to prevent countries from utiliz-
ing the same policy and regulatory measures
that the advanced economies have previously
used to develop their own industries and eco-
nomie sectors.* For most developing countries,
these restrictions on their policy and regula-
tory autonomy are not necessarily matched
by the promised greater access to markets in

32 See Ha-Joon Chang, Kicking Away the Ladder:
Development Strategy in Historical Perspective
{Anthem Press 2001) and Yilmaz Akyiiz, “Global
Rules and Markets: Constraints over Policy
Autonomy in Developing Countries’ (2007) TWN
Global Economy Series No. 10, Penang: Third
World Network.
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