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1. The Working Party was established by the Council at its meeting on 
24 January 1966 to examine, in the light of the relevant provisions of the 
General Agreement, the United Kingdom/Ireland Free Trade Area Agreement of 
14 December 1965 and to report to the CONTRACTING PARTIES. 

2. The Working Party met on J>1 March and 2 April 1966. 

J>. The representative of the United Kingdom, in presenting the Agreement, said 
that the conclusion of the Free Trade Area Agreement to a great extent constituted 
the bringing up to date and extension of arrangements which had existed for a long 
time. In fact a large part of Irish exports already entered freely into the 
United Kingdom market. This was also true for British exports to Ireland, if only 
to a lesser degree. The Agreement could also be seen as a facet of the general 
trend towards European economic integration. In drafting the Agreement the two 
Governments had endeavoured to conform with the provisions of Article XXIV of the 
General Agreement with respect to the establishment of free-trade areas. 

4. The observer for Ireland stressed that Ireland, while not yet a contracting 
party to the GATT, was an applicant for accession. He said that the Irish economy 
was dependent to an exceptional degree on external trade. It was natural that in 
adapting its external trading relations to changing world conditions, it should 
have special regard to the trading arrangements with the United Kingdom which took 
nearly three quarters of its total exports. The Free Trade Area Agreement was a 
natural step in the evolution of the close and long-standing economic relations 
between the two countries. It had been framed in accordance with the principles 
of GATT and was designed to create an external environment which would assist the 
further expansion of the Irish economy. This expansion would ensure increased 
import opportunities in Ireland, a market which already absorbed about £120 of 
imports annually per head of the population, an exceptionally high figure by any 
standard. 

5. The Working Party examined the instruments submitted by the Government of the 
United Kingdom (L./2552/Add.l). For this examination it also had before it the . 
replies to the questionnaire drawn up by the CONTRACTING PARTIES (L/2612 and Add.l) 
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6. The following, paragraphs (7-23) summarize replies to questions and additional 
information provided by the parties to the Agreement under consideration.• 

7. The percentage of Irish exports to the United Kingdom presently benefiting from 
full freedom of entry Into that market could.be estimated to lie between §0 and :;. 
90 per cent. The corresponding figure for United Kingdom exports to Ireland lay 
between 60 and 70 per cent. 

8. One member of the Working Party noted the statement in the reply to 
question 1 that, on the basis of 1964 trade figures, the Agreement provided a plan 
and schedule for the removal of customs duties and other trade barriers on 93 per 
cent of total trade. The representative of the United Kingdom pointed out that 
the figure of 93 per cent was only an approximate figure; moreover It had been 
conservatively estimated, since it could be debated whether certain items covered 
by temporary arrangements should be included in the percentage or not. The per
centage could be further increased at a later stage, under the provisions of 
Article XII, by including in the free-trade régime items now excepted from it. 

9. With regard to the trade-creating effects of the Agreement, it was pointed out 
that a considerable increase in Irish exports - particularly of textiles incor
porating man-made fibres - to the United Kingdom might be expected to result, 
depending obviously on exporters' enterprise. 

10. The United Kingdom rules of origin in the Agreement (Article II) were, for the 
most part, taken over from the Commonwealth preference arrangements. In the sector 
where duties were being removed, the European Free Trade Area rules of origin had 
been taken as a basis. Irish exporters would retain the option of qualifying their 
goods according to the Commonwealth criteria. On the Irish side, very few changes 
in the present rules had been necessary. 

11. The provision (Annex C) that reserve the benefit of area origin to certain 
Irish products manufactured from products originating in the EPTA, was intended to 
avoid a deflection of trade that might otherwise result from the fact that EPTA 
products wouid enter duty free into the United Kingdom as from 1 January 1967. If -u 
Irish products - textile goods were the main items concerned - manufactured from ; 
EFTA semi-manufactures were not granted duty-free entry, United Kingdom producers 
would be given an advantage over competitors in Ireland. To exclude entirely 
products manufactured from materials originating outside the Area Would be 
unnecessarily restrictive and would seriously affect Irish industry which to a 
great extent used imported materials. 

12. The provision in Article III(2) of the Agreement that appropriate means could 
be used to deal with cases of deflection of trade was not intended to lead to the 
re-introduction of restrictions incompatible with free-trade arrangements. The 
corresponding provisions in the Stockholm Convention had not so far been invoked. 
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13. The representative of the United Kingdom explained that the lists of fiscal 
duties containing a protective ele-ient (Article 17) drawn, u:: for EFTA only included 
industrial products. The corresponding British list, for agricultural products was 
being drawn up in connexion with the United Kingdom/Ireland Free Trade Area 
Agreement and both the British and. the Irish lists would be notified to.the 
CONTRACTING" PARTIES as soon as they had been finalized. The Working Party took 
note of this statement. 

14. With regard to Export Duties (Article V) the representative of Ireland 
explained that such a duty was charged only on fresh salmon at a rate of- 2d. per 
pound for the purpose of the Irish fisheries development; the incidence was thus 
negligible .-

15. The only products subject to quantitative restrictions on import into the 
United Kingdom from Ireland were those covered by Annex D and Article IX. Of the 
Annex D items it was intended that watches would be liberalized on 1 January I967. 

16. Some members of the Working Party asked about the legal position.of the 
Agreement on Store Animals and Carcass Meat. The United Kingdom representative 
explained that in the first place the Store Animal Agreement was not part of the 
Free Trade Area Agreement but rather constituted a confirmation of a traditional 
arrangement with the difference that store animals of Irish origin were eligible 
for the United Kingdom guarantee payment after two months in the United Kingdom 
instead of after three months, as had been the case in the past. The increased 
attraction of the United Kingdom market for Irish store animals and the effect of 
this on the Irish meat industry was the reason for the provision under which "Hie . 
United-Kingdom Government would pay to the Irish Government a sum equivalent to the 
average sum payable in any year under the United Kingdom fatstock guarantee. The 
payments would be limited to quantities based upon Ireland's exports of carcass 
meat to the United Kingdom in the recent past. The above-mentioned members of the 
Working Party said that they had some doubts about the compatibility of these 
arrangements with Article I of GATT. The representative of the United Kingdom 
said that his Government saw no conflict between the Agreement on Store Animals 
and Article I or any other provision of the GATT. They would, however, be willing 
to discuss this issue with any contracting party in an appropriate form. 

17. It was explained that the provisions of paragraph 1 of Article VTII and» 
paragraph 16 of the Record of Understandings meant that the provisions of an 
intergovernmental commodity agreement might not require the restriction of the 
domestic production or marketing of an agricultural product in cases where imports 
were regulated; in the case of commodity arrangements other than intergovernnental 
commodity agreements, the domestic production must also be restricted. 

/Î8. With regard to Article X and the Agreement on Trade in Cotton Textiles ....7 
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19. The Agreement on Trade tn Cotton Textiles foresaw that restrictions would 
come to an end on 31 December 1970 unless the parties agreed to extend it, while 
the provisions of paragraph 4 of Article X left the possibility open that a 
further agreement could be concluded restricting the trade In cotton textiles 
after 1970. The representative of the United Kingdom undertook to Inform the 
CONTRACTING PARTIES, if the present agreement were extended or a further 
agreement were concluded. 

20. In reply to a question whether quantitative restrictions imposed for 
balance-of-payments reasons in accordance with Article XVTII of the Agreement 
would be applied in a non-discriminatory basis, the representative of the 
United Kingdom pointed out that the question whether GATT required a non
discriminatory application of such restrictions in a free-trade area had not so 
far been resolved. The United Kingdom did not want, in the context of the 
United Kingdom/Ireland Free Trade Area Agreement, to take definitive position 
on this point until the general question had been settled in GATT. It was not, 
however, the intention of the United Kingdom to use quantitative restrictions 
in order to create a preferential area. 

21. With regard to the provisions of paragraph 7 of Article XXII of the 
Agreement relating to the termination of the existing preferences granted by 
Ireland in favour of the United Kingdom on products listed in Annex A, it was 
pointed out that Ireland had an obligation to maintain the preferences until 
30 June 1971. 

22. The representative of the United Kingdom explained, in reply to a question 
about the influence on the imports from other suppliers of the growth of the 
Irish butter quota in accordance with the Exchange of Letters regarding the 
Imports of Butter from Ireland into the United Kingdom, that the fixing of the 
quotas on a year to year basis would continue as up to now. The quota 
arrangements for butter had not been created for balance-of-payments reasons 
but in the interest of the suppliers of butter to the United Kingdom market. 

25» With regard to paragraph 10 of the Record of Understandings relating to the 
Free Trade Area Agreement, it was explained that it was not the intention that 
the Government of Ireland should increase the most-favoured-nation rate of duty 
on assembled motor cars before starting the reduction of the duty in favour of 
the United Kingdom in order to create a margin of preference of 10 percentage 
points. 

24. The question was raised whether the Free Trade Area Agreement should be 
considered as an interim agreement leading to the formation of a free-trade area 
or as an agreement establishing directly such an area. It was pointed out that 
on the United Kingdom's side practically all the free-trade arrangements would 
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enter fully into force on 1 July 1966 while on Ireland's side there would be 
a transitional period of nine years. The representative of the United Kingdom 
said that while the Agreement was in itself definitive and in no sense provisional 
or incomplete, his Government would be willing to accept whatever ruling the 
CONTRACTING PARTIES might make on this point, on which the meaning of Article XXIV 
seemed to be obscure and had not previously been clarified. They would in any 
case be ready to report regularly to the CONTRACTING PARTIES on the development 
of the area in accordance with paragraph 7 of Article XXIV. The observer for 
Ireland said that his Government would, as was made clear in Article XXI of the 
Agreement, assume all obligations of a contracting party to GATT when it acceded 
thereto and meanwhile would co-operate in whatever arrangements the CONTRACTING 
PARTIES might make for consultation about the Agreement. 

25. Some members of the Working Party pointed out, with regard to the 
calculation of the figure of 95 per cent for the amount of trade to be covered by 
the free-trade arrangements, that the trade in certain important items had been 
restricted in the base period. Nevertheless, in their opinion, the free-trade 
arrangements satisfied the requirement in paragraph 8(b) of Article XXIV of the 
General Agreement that the elimination of the duties and other restrictive 
regulations of commerce should extend to substantially all the trade. 


