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Draft Report of the Working Party on the 
European Free-Trade Association (continued) 

C. Effects of the Stockholm Convention on the preferential systems to 
which Member States are parties 

43. The discussion centred mainly on whether, indirectly, the combined effects 

of the Stockholm Convention and the preferential systems would be an enlarge

ment of the area in which the preferences granted by certain Member States 

would be effective. 

44. As stated in paragraph 3 above, the elimination of drawback under 

Article 7 °f "the Convention might result in products of outside countries not 

benefiting from preferences being in a less favourable position vis-à-vis 

similar products from preferred sources than they were at present. Manu

facturers in the United Kingdom, because of cost advantages, would increasingly 

make their purchases of materials from these preferred sources and would use 

them in the production of goods, not only for the United Kingdom market, but 

also for the markets of other Member States to which they would be exported 

duty free. This possibility was deserving of factual study, irrespective 

of the legal considerations that were involved. 

45. A suggestion was made that, as the elimination of drawback was not 

mandatory under the Convention, the situation could be remedied if the Member 

States concerned would continue to grant drawback to the extent necessary to 

offset the advantages which certain exporters would derive from preferences. 

Questions were also asked about the possible significance of Article 4(3) 

of the Convention, which allowed a Member State to grant area tariff treatment 

to any imports from another Member State; this seemed to be a provision of 

considerable scope and could theoretically even cover, for example, materials 

imported into the United Kingdom from a preferred source and then re-exported 

to the Member State concerned. 

46. The Member States pointed out that the fact that preferred sources might, 

in some cases, indirectly benefit from the Stockholm Convention was a natural 

corollary of a free-trade area. However, these possible benefits should not 

be exaggerated. In the first place, drawback was not normally granted over 
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a wide range of products. Further, It "should be remembered that, while the 

United Kingdom maintained tariffs on imports of certain foreign materials, 

thus giving preferences to similar imports from the Commonwealth, the other 

Member States might well have no tariffs on these foreign imports. The 

result would be that foreign materials imported duty-free into a Member State 

other than the United Kingdom would be used in the production of goods which 

would move free of duty into other Member States, in the same way as would 

goods produced in the United Kingdom from imported materials from preferred 

sources. As for paragraph 3 of Article 4 of the Convention, it could be taken 

that a Member State, in its own interest, would not grant area tariff treatment 

to a product from another Member State which had not undergone the recognized 

degree of processing. In any case, the Member State concerned would, because 

of Article 37 of the Convention, be bound to take action in accordance with 

the interpretative note to paragraph 9 of Article JCŒV. 

47• The Working Party noted that, while its discussion had mainly concerned 

the possible enlargement of the area in which preferences would be effective, 

it had been pointed out that, in some cases on the other hand, the establish

ment of the Association might have the reverse effect of reducing the value 

of preferences which some contracting parties were now enjoying on the United 

Kingdom market. 

48. The Working Party noted the assurances given by the Working Party and 

recognized that it might be useful to look at these problems further in the 

light of concrete examples. 


