
CHAPTER IV 

COMMERCIAL POLICY 

SECTION A — TARIFFS, PREFERENCES, AND INTERNAL TAXATION AND RF.GULATION 
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Article 16 

General iloablaroured-eation Treatmeet 

1. With respect to customs duties and charges 

r any kind Imposed on or in connection with Im-

miation or exportation or imposed on the interne-

"nal transfer of paytnents for importe or exporte, 
iid with respect to the method of levying such 

mies and charges, and with respect to all rules 

ml formalities In connection with importation and 

tportatIon, and with respect to all matters within 

lie scope of paragraphs 2 and 4 of Article 18, any 
dvantage. favour, privilege or* Immunity granted 

.y any Member to any product originating In or 

•estined for any other country shall be accorded 
mmediately and unconditionally to the like product 
.riginating in or destined for all other Member 
nuntrtes. 

2. The provisions of paragraph 1 shall not re-

mire the elimination, except as provided in Article 

7 , of any preferences in respect of Import duties 

.1-  charges which do not exceed the margins  pro-

4m) for in paragraph 4 and which fall within 

he following descriptions: 

(a) preferences In force exclusively between two 
or more of the territories Bated  in  Annex A, 

subject to the conditions set forth therein; 

(b) preferencee In force exclusively between two 
or more territories which on July 1, 1939 
were connected by common sovereignty or 
relations of protection or suzerainty and 

which are listed in Annexes B, C, D and E; 

(e) preferences in force exclusively between the 
United States  of America and the Republic 

of Cuba; 

Id) (e-eferences ill force extiturively between the 

Republic of the Philippines and the United 

States of America, including the dependent 
territories of the latter; 

(e) preferences in force exclusively between 
neighbouring countries listed in Annexes F, 

G. H, I and J. 

9. The provisions of paragraph 1 shall not appiy 
to preferences between the countries formerly • 
part of the Ottoman Empire and detached from It 

July 24, 1923, provatirIch preferences fulfil 
the applicable require 	f Article 16. 

4. The margin of preference on any product In 
respect of which a preference la permitted under 
paragraph 2 shall not exceed (a) the maximum 

margin provided  for  tinder the General Agreement 

on Tariffs and Trade or any subsequent operative 

agreement resulting from negotiations under Ar-

ticle 17, or (b) if not provided for under such agree-

ments, the margin existing either on April 10, 1947, 

or on any earlier date established for a Member u 

a basis for negotiating the General Agreement on 
Tariffs and Trade, at the option di such Member. 

6. The imposition of a margin of tariff preference 
not In excess of the amount necessary to compen-

sate for the elimination of a margin of preference 

In an Internal tax existing on April 10, 1947, ex-
clusively between two or more of the territories 

In respect of which preferential Import duties or 

charges are permitted under paragraph 2, shall not 
be deemed to be contrary to the provisions of this 
Article, It being understood that any such margin 
of tariff preference 'than be subject to the pro-

visions of Article 17. 

Article 17 

Reduction of Tariff, and Elireinaticns 

of Preferrnees 

1. Each Member shall, upon the request of any 

other Member or Members, and aubjact to pro-
cedural arrangements establiehed by the Organisa-

tion,  enter Into  and carry out with such other Mem-

ber or Members negotiations directed to the sub-

stantial reduction of the general level° of tariffs 
and other charges on Imports and exporta, and to 

the elimination of the preferences referred to in 

paragraph 2 of Article 16, on a reciprocal and mu-

tually advantageous basis. 

2. The negotiations provided for in paragraph 1 

shall proceed In accordance with the following 

rules: 

(a) Such negotiationie shall be conducted on a 
selective product-by-product basis which will 
affor•d adequate opportunity to take into 

account the needs of Individual countries 

and Individual Industries. Members titian be 

free not to grant concessions on particular 
producta  and, in the granting of a conces-

sion, they may reduce the duty, bind 
it at Its then existing level, or undertake not 
to raise It above a 'specified higher level. 

(6) No Member shall be required to grant uni-
lateral concessions. or to grant concessions 
to other Members without receiving adequate 
concessions In return. Account shall be 
taken of the value to any Member of obtain-
ing in Its own right and by direct obligation 
the indirect concessions which it would 
otherwise enjoy only by virtue of Article 16. 

(e) In negotiationa relating to any specific pro-
duct with respect to which a preference 
applies, 

(I) when a reduction is negotiated only in 
the most-favoured-nation rate, such 
reducUon shall operate automatically 
to reduce or eliminate the margin of 
preference applicable to that product; 

(II) when a reduction is negotiated only 
in the preferential rate, the most-
favoured-nation rate shall automati-
cally be reduced to the extent of such 
reduction; 

(III) when It is agreed that reductions will 
he negotiated In both the most-
favoured-nation rate and the preferen-
tial rate, the reduction in each shall be 
that agreed by the parties to the nee°- 

. tiations: 

(iv) no margin of preference shall be in-
creased. 

(d) The binding againat Increase of low duties 
or of duty-free treatment shall in principle 
be recognized as a concession equivalent in 
value to the substantial reduction of high 
duties or the elimination of tariff preferencea 

(e) Prior Internetional obligations shall not be 
invoked to frustrate the requlrentent under 
paragraph 1 to negotiate with respect to 
preferences, it being understood that agree-
mente which result front such negotiations 
and which conflict with such obligations 
shall not require the modification or termi-
nation of such obligations except (I) with 
the consent of the parties to such obligations, 
or, in the absence of such consent, (11) by 
modification or termination of elicit obliga-
tions in accordance with their terms. 

1 The negotlatione leading to the General Agree-
ment on Tariffs and Trede, concluded it Geneva on 
October 30. 1947, shall be deeMed to  le  negotiations 
pursuant to this Article. The concessions agreed 
upon as a result of all other negotiations completed 
by a Member pursuant to this Article shall  le  in-
corporated In the General Agreement on  tenus  to 
be agreed with the patties thereto. If nny Member 
entere into any agreement relating to tariffs or 
preferences which le not concluded purstmut to  titis 

 Article, the negotintions leading to such  agreement  

shall nevertheless conform to the requirements of 
paragraph 2  (e).  

4. (a) The provisions of Article 18 shall  flot 
 prevent the operation of paragraph 5 (b) of Article 

XXV of the Oeneral Agreement on Tariffs and Trade, 
as amended at the First  Session of the CONTRACTINO 
PARTIES. 

410 If a Member  hie  failed to become a contract-
ing party to the General Agreement within two 
years from the entry Into fo rce of this Charter w1th 
respect to such Member, the provisions of Article 16 
shall ce,ase to require, at the end of that period, the 
application to the trade of such Member country 
of the concessions granted. In the appropriate 
Schedule annexed to the General Agreement, by 
another Member which bas requested the first Mem-
ber to negotiate with a view to becoming a con-
tracting party to the General Agreement but has 
not successfully concluded negotiations; Provided 
that the Organization may, by a majority of the 
votes cast, require the continued application of such 
concessions to the trade of any Member country 
which hari been unreasonably prevented from be-
coming a contracting party to the General Agree-
ment pursuant to negotiations in accordance with 
the provisions of this Article. 

(e) If a Member which is a contracting party to 
the General Agreement proposes to vrithhold tariff 
concessions front the trade of a Member country 
which is 1101 a cowl acting party, it ehall give notice 
in writing to the Organization and to the affected , 
lilember. The latter Member may request the Or-
ganization to require the continuance of such 
concessions, and if such a request  bas  been made 
the tariff concessions shall not be withheld pending 
a decision by the Organization under the provisions 
of sub-paragraph (b) of this paragraph. 

(il)  In any determination whether a Member has 
been unreasonably prevented front becoming a con-
tracting party to the General Agreement, and In 
any determination under the provisions of Chapter 
VIII 'whether a Member has failed without sufficient 
justification to fulfil its obligations under paragraph 
1 of this Article, the Organization shall have regard 
to  ail relevant circumstances, including the develop-
mental ,  reconstruction and other needs,  and the 
gemmerai  fiscal structures, of the Member countries 
concerned end to the provisions of the Charter  as 
a whole. 

(e) If Koch concessions nre in fact withheld. 50 
as to result in the application to the trade of a 
Member country  of duties higher than would other-
wise have been applicable, such 51ember shell then 
be free, within sixty Jaya after such action becomes 
effective, to give written notice of withdrawal  front 

 the Organization. The withdrawal ahall become 
effective upon the expiration of nixty daye front 
the dny on which  surit  notice is elved by the 
Director-General. • — 14 — 


