
GENERAL AGRE^.-LNT ON TARIFFS AMD TRADE RESTRICTED 

1 June I960 

11. THE QUESTION OF THE COMPATIBILITY OF THE STOCKHOLM 
CONVENTION WITH ARTICLE g f OF TIL GATT 

49» The Working Party considered the question of the compatibility of the 

Stockholm Convention with Article XXIV of the General Agreement. The 

Member States maintained that the Convention was consistent with Article XXIV, 

including paragraph 8(b) of that Article. Other members of the Working 

Party considered that the Member States had not been able to justify this 

contention to the satisfaction of the Working Party and the view was put 

forward that, in these circumstances, the provisions of Article XXIV were 

not applicable and that the Member States should have recourse to a 

"waiver" under Article XXV. The view was also expressed that, even if 

Article XXIV were applicable, the CONTRACTING PARTIES would have to 

consider the Convention in accordance with paragraph 10 of that Article. 

During the discussion on the question of compatibility with Article XXIV, 

the main doubts expressed in the Working Party concerned the arrangements 

proposed for agriculture, with particular reference to the bilateral 

agricultural agreements, and the question of the use of quantitative 

restrictions. 

50. The Working Party considered whether the requirement relating to 

"substantially all the trade" in Article XXTV:8(b) was met in the case 

of the Stockholm Convention. The view was put forward that, as trade in 

agricultural products was excluded from the Convention, it could not be 

maintained that duties and other restrictive regulations of commerce were 

being eliminated on "substantially all the trade." It was contended 

that the phrase "substantially all the trade" had a qualitative as well as 

quantitative aspect and that it should be taken as intended to cover the 

most important products traded. For this reason, the argument put forward 

by the Member States that barriers would be removed from 9° per cent of the 

trade between the Member States was not sufficient in itself. 

51. The Working Party considered what part of the trade between the 

Member States would be covered by the free-trade area arrangements. 

The Member States contended that the bilateral agricultural agreements 

were an integral part of the free-trade area arrangements and that, insofar 

as they provided for the complete elimination of barriers for certain 
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channels of trade, that trade should be included when estimating the total 

amount of trade freed from barriers, 

52. On the other hand, it was argued in the Working Party that, as 

Article XXIV:8(b)'provided for the elimination of duties and other restrictive 

regulations of commerce on substantially all the trade "between the 

constituent territories", trade covered by the bilateral agricultural 

agreements could only be included if the elimination of duties and other 

restrictive regulations of commerce applied to the trade of all the Member 

States. As the bilateral agreements in each case only provided for the 

removal of barriers by one Member State, the inclusion of that trade in the 

free-trade area as such did not appear to be justified. • 

53• The view was put forward in the Working Party that it was also for 

consideration whether the assessment'of the trade which would be covered by 

the free-trade area arrangements should be made in the light of the trade 

of the Member States with the world at large and not only in the light of the 

trade among the Member States themselves. 

54* The Member States agreed that the quantitative aspect, in other words 

the percentage of trade freed, was not the only consideration to be taken 

into account. It was, however, incorrect to say that the agricultural 

sector was excluded from the free-trade area; in fact barriers would be 

removed on one-third of total trade in agricultural products between Member 

States. The figure of 9° per cent foi- the percentage of total trade between 

the Member States to be freed from barriers was made up of 85 per cent in 

respect of trade on which barriers to imports into all Member States were 

to be removed and 5 per cent in respect of which barriers to imports into 

certain Member States wore to be completely removed. There was a further 

area, in which the Member States did not claim they were achieving free trade, 

but which was covered by the margin permitted by the phrase "substantially all 

the trade". 

55* The Member States did not accept the contention that they should not take 

credit for the removal of barriers to trade on a product unless such barriers 

were removed by all the Member States. In this connexion the drafting 

history of Article XXTV was important. The Article had been drafted against 

the background of the possibility of a free-trade area being established in 
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Europe in which the United Kingdom, in particular, might wish to retain some 

barriers against certain imports from their partners. It was always 

envisaged, therefore, that an individual member of a free-trade area should 

have a certain latitude in respect of some products; this latitude would be 

permitted by the phrase "substantially all the trade". It was important to 

note that the phrase used in Article J>2IV was "substantially all the trade" 

and not "trade in substantially all products". Some members might wish to 

avail themselves of this latitude in respect of different products. The 

Menber States did not claim that free trade would be achieved in the case of 

."11 agricultural products, but they did consider themselves entitled to take 

into account the trade affected by the complete removal of barriers under the 

agricultural agreements for certain products when assessing the total amount 

of trade freed under the free-trade area arrangements. They could not agree 

that, because the exception to complete free trade was made primarily in the 

agricultural sector, their arrangements for a free-trade area were any less 

satisfactory in terms of Article SXCV than an arrangement in which other 

products, such as industrial products, might be excepted. As for the 

suggestion that it might be desirable to look at the percentage of the total 

trade freed in relation to the trade of the Member States with the world at 

large, it could be said that the trade between the Member States generally 

was in fact representative of such trade. 

56. There was, therefore, a complete divergence of view regarding the 

justification for including, in estimating the amount of trade within the 

free-trade area to be freed from barriers in terms of Article AJOLV, the 

trade in agricultural products where imports were freed in the case of one 

Member State only. In the time at its disposal, the Working Party was unable 

to reach agreement concerning the interpretation which should be given to 

the provisions of Article !ÂXEV. 

57* During the discussion on the bilateral agricultural agreements, the 

view was expressed that these agreements were of a preferential character 

and were contrary to the GATT. It was contended that Article ZHV did not 

allow the Member States to make preferential arrangements in respect of the 

trade not covered by that Article and that the arrangements which had been 

made could not be approved by the COMPACTING PARTIES unless all the Member 

States removed tariffs on the same products or unless the concessions granted 

by the agreements were extended to all the contracting parties to the GATT. 
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58. The Working Party discussed the question of the rights of members of 

a froo trade under Article:ZXIY insofar as the use of quantitative restrictions 

was concerned and, on this question likewise, no agreement was reached in the 

Working Party. The discussion on this question is reported in paragraphs 

above. 

59» Members of the Working Party said they hoped the Member States would 

take into consideration the various comments that had been made in the 

Working Party on the important issues which arose. " questions concerning 

the use of quantitative restrictions and the bilateral agricultural 

agreements were among those which gave rise to the greatest difficulties; 

These members of the Working Party hoped that the Member States would find 

it possible to give assurances regarding their use of quantitative 

restrictions which would reassure contracting parties and that they would be 

able to make adjustnents to the bilateral agreements which would bring them 

into lino with the provisions of the GATT. 


