CHAPTER IV

COMMERCIAL POLICY

SECTION A — TARIFFS, PREFERENCES, AND INTERNAL TAXATION AND REGULATION

Article 16
General Most-favoured-nation Treatment

1. With respect to customs duties and charges
f any kind ilmposed on or In connection with Im-
sration or exportation or !mposed on the {nterna-
onal tranafer of payments for Imports or exports,
ud with respect to the method of levylng such
uries and charges, and with respect to all rules
nd formalities In connection with Importation and
«portation, and with respect to all matters within
he scope of paragraphs 2 and 4 of Article 18, any
dvantage. favour, privilege or immunity granted
v any Member to any product originating In or
‘estined for any other country shall be accorded
mmediately and unconditionally to the llke product
riginating In or destined for all other Member
ountries.

2. The provislons of paragraph 1 shall not re-
\uire the ellmination, except as provided In Article
‘7. of any preferences In respect of Import duties
r charges which do not exceed the margins pro-
‘ided for In paragraph 4 and which fall within
he following descriptions:

(a) preferences in force excluslvely between two
or more of the territories listed In Annex A,
subject to the conditions set forth thereln;

(b) preterences In force exclusively between two
or more territories which on July 1, 1939

were connected by common soverelgnty or

relations of protection or suzeralnty and
which are listed In Annexes B, C, D and E;

(e) preferences In force exclusively between the
Unlted States of America and the Republic
of Cuba:

(d) preferences ln force excluvively between the
Republic of the Philippines and the United
States of Amerlca, including the dependent
territories of the latter;

(e) preferences In [force exclusively between
nelghbouring countries {Isted In Annexes F,
G, H, 1and J.

3. The provisions of paragraph 1 shall not apply
10 preferences between the coubtries formerly &
part of the Ottoman Emplre and detached from It
on July 24, 1823, provideg such preferences fulfll
the appHcable require ¢ Article 16.

4. The margin of preference on any product in
respect of which a preference le permlitted under
paragraph 2 shall oot exceed (s) the maximum
margin provided for under the General Agreement
on Tarifts and Trade or any subsequsnt operative
agreement resulting from negotiations under Ar-
ticle 17, or () if not provided for under such agree-
ments, the margin exlsting either on Aprii 10, 1947,
or on any earlier date established for a Member as
a basis for negotiating the General Agreement on
Tarifts and Trade, at the option 6t such Member.

6. The imposition of a margin of tariff preference
not In excess of the amount neceasary 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 undsr paragraph 2, shall not
be deemed to be contrary to the provisions of thia
Article, 1t belng understood that any such margin
of tariff preference shall be subject to the pro-
viglons of Article 17.

Article 17

Reduction of Tariffs and Elimination
) 'ol Preferences

I. Each Member shall, upon the request of any
other Member or Members, and subject to pro-
cedural arrangements established by the Organiza-
tion, enter Into and carry out with such other Mem-
ber or Members negotlations directed to the sub-
stantial reduction of the general levels of tariffs
and other charges on imports and exports, and to
the eliminatlon of the preferences referred to In
paragraph 2 of Artlcle 16, on n reciprocal and mu-
tually advantageous baals.

2. The pegotlations provided for In paragraph 1
shall proceed In accordance with ths foliowing
rules: '

(a) Such negotiations shall be conducted on a
gelective product-by-product basls which will
afford adequate opportunity to take into
account the needs of Individual countries
and Individual Industries. Members shall be
free not to grant concessions on particuldr
products and, In the granting of a conces-
slon, they may reduce the duty, bind
1t at Its thea exlsting level, or undertake not
to ralse it above a specified higher level.
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(b) No Member shall be required to grant uni-
Iateral concesslons, or to grant concessions
to other Members without receiving adequate
concesslons In return. Account shall be
taken of the value to any Member of obtain-
ing In jts own right and by direct obligation
the indirect concessions which It would
otherwise enjoy only hy virtue of Article 16.

(¢) Ia negotlations relating to any speclfic pro-
duct with respect to which a preference
applies,

(I) when a reduction is negotlated only in
the most-favoured-nation rate, such
reduction shall operate automaticaliy
to reduce or ellminate the margin of
preference applicahble to that product;

(li) when a reduction ls negotiated only
{n the preferential rate, the most-
favoured-nation rate shall automati-
cally be reduced to the extent of such
reductlon;

(1) when 1t is agreed that reductions wifl
be negotiated in both the most-
favoured-nation rate and the preferen-
tia) rate, the reductlion in each shall be
that agreed by the parties to the nego-

« tatlona;

(Iv) no margin of preference shall be -
creased.

(d) The blnding agalnst Increase of low duties
or of duty-free treatment shall in princlple
be recognized as a concesslon equivalent in
value to the substantial reduction of high
dutles or the eliminatlon of tariff preferences.

(e) Prior international obligations shall not be
Invoked to frustrate the requirement under
paragraph 1 to negotinte with respect to
preferences, it belng understooil that agree-
ments which result from stich negotlations
and which conflict with auch obligations
shall not require the moditleatlon or termi-
natlon of such obligations except (1) with
the consent of the partles to such obligations,
or, In the nbsence of such consent, (ii) by
modification or termination of such obliga-
tions In accordance with their terms.

8. The negotlations lending to the General Agree-

‘ment on Tariffa and Trade, concluded nt Geneva on

October 30, 1947, shall be deemed to be negotiations
pursuant to this Articte. The concesstona agreed
upon as a resiit of all other negotiations complele
by a Member pursuant to this Artlele shialf be jn-
corporated In the General Agreement on terms to
be sgreed with the paitles thereto. If any Member
enters into any agreement relating to tariffs or
preferences which Is not concluded pursuant to this
Article, the negotiatlons leading to such agreement

-.15 —

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

4. (a) The provislons of Article 16 shall not
prevent the operation of paragraph 5 (b) of Article
XXV of the Qeneral Agreement on Tari{fs and Trade,
as amended at the First Seasion of the CONTRACTING
PARTIES.

(b) 1f a Member has falled to become a contract-
ing party to the General Agresment witkin two
years from the entry into force of this Charter with
respect to guch Member, the provisions of Article 18
shall cease to require, at the end of that period, the
application to the trade of such Member country
of the concesslons granted, In the appropriate
Schedule annexed to the Qeneral Agreement, hy
another Member which bas requested the first Mem-
ber to negotiate with a vlew to becoming a con-
tracting party to the Qeneral Agreement but has
not successfully concluded negotiations; Provided
that the Organization may, by a majority of the
votes cast, require the continued applicatlon of such
concesslons {o the trade of any Member country
which has 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.

(¢) 1f a Member which is a contracting party to
ihe General Agreement proposes to withhold tariff
concessions from the trade of a Member country
which I8 not a contracting party, It shall glve notice
In writing to the Organization and to tbe affected,
Member. The latter Member may request the Or-
ganization to require the contlnuance of such
concessfons, and if such a request has been made
the taritf concesslons shall not be withheld pending
a declston by the Organization under the provisions
of sub-paragraph (b) of this paragraph.

(d) In any determination whether a Member has
been unreasonably prevented from becomlng a con-
tracting party to.the General Agreenient, and in
any determinatlon under the provislons of Chapter
VIl whether a Member has failed without sufficlent
Jnstfleation to fulfil tts obligations under paragraph
1 of this Article, the Organlzation shall have regard
to all relevant clrcumstances, Ineluding the develop-
mental, reconstruction and other needs. and the
general fiacal structures, of the Member countrles
concerned and to the provislons of the Charter as
8 whole.

(e) If much concessions nre In fact whhheld. o
as to result In the applcation to the trnde of a
Member country of dutles higher than would other-
wige have heen applicable, such Member shall then
be free, within sixty days after such action becomes
effective, to glve written notice of withdrawal from
the Orgnnization. The withdrawal shall become
effective upon the explration of aixty days from
the day on which such nntice s elved by the
Director-General.




