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Article XVI
Subsidies

Section A-Subsidies in General

1. If any contracting party grants or maintains any subsidy, including any form of
income or price support, which operates directly or indirectly to increase exports of any
product from, or to reduce imports of any product into, its territory, it shall notify the
CONTRACTING PARTIES in writing of the extent and nature of the subsidization, of
the estimated effect of the subsidization on the quantity of the affected product or prod-
ucts imported into or exported from its territory and of the circumstances making the
subsidization necessary. In any case in which it is determined that serious prejudice to
the interests of any other contracting party is caused or threatened by any such subsidi-
zation, the contracting party granting the subsidy shall, upon request, discuss with the
other contracting party or parties concerned, or with the CONTRACTING PARTIES,
the possibility of limiting the subsidization.

Section B-Additional Provisions on Export Subsidies

2. The contracting parties recognize that the granting by a contracting party of a
subsidy on the export of any product may have harmful effects for other contracting
parties, both importing and exporting, may cause undue disturbance to their normal
commercial interests, and may hinder the achievement of the objectives of this Agree-
ment.

3. Accordingly, contracting parties should seek to avoid the use of subsidies on
the export of primary products. If, however, a contracting party grants directly or indi-
rectly any form of subsidy which operates to increase the export of any primary product
from its territory, such subsidy shall not be applied in a manner which results in that
contracting party having more than an equitable share of world export trade in that
product, account being taken of the shares of the contracting parties in such trade in the
product during a previous representative period, and any special factors which may
have affected or may be affecting such trade in the product.

4. Further, as from 1 January 1958 or the earliest practicable date thereafter, con-
tracting parties shall cease to grant either directly or indirectly any form of subsidy on
the export of any product other than a primary product which subsidy results in the sale
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of such product for export at a price lower than the comparable price charged for the
like product to buyers in the domestic market. Until 31 December 1957 no contracting
party shall extend the scope of any such subsidization beyond that existing on 1 January
1955 by the introduction of new, or the extension of existing, subsidies.

5. The CONTRACTING PARTIES shall review the operation of the provisions of
this Article from time to time with a view to examining its effectiveness, in the light of
actual experience, in promoting the objectives of this Agreement and avoiding subsidi-
zation seriously prejudicial to the trade or interests of contracting parties.

Article XVII
State Trading Enterprises

L. (a) Each contracting party undertakes that if it establishes or maintains a
State enterprise, wherever located, or grants to any enterprise, formally or in effect, ex-
clusive or special privileges,* such enterprise shall, in its purchases or sales involving
either imports or exports, act in a manner consistent with the general principles of non-
discriminatory treatment prescribed in this Agreement for governmental measures af-
fecting imports or exports by private traders.

(b) The provisions of subparagraph (a) of this paragraph shall be understood to
require that such enterprises shall, having due regard to the other provisions of this
Agreement, make any such purchases or sales solely in accordance with commercial
considerations, including price, quality, availability, marketability, transportation and
other conditions of purchase or sale, and shall afford the enterprises of the other con-
tracting parties adequate opportunity, in accordance with customary business practice,
to compete for participation in such purchases or sales.

(0) No contracting party shall prevent any enterprise (whether or not an enter-
prise described in subparagraph (a) of this paragraph) under its jurisdiction from acting
in accordance with the principles of subparagraphs (a) and (b) of this paragraph.

2. The provisions of paragraph 1 of this Article shall not apply to imports of
products for immediate or ultimate consumption in governmental use and not other-
wise for resale or use in the production of goods* for sale. With respect to such imports,
each contracting party shall accord to the trade of the other contracting parties fair and
equitable treatment.

3. The contracting parties recognize that enterprises of the kind described in
paragraph 1 (a) of this Article might be operated so as to create serious obstacles to
trade; thus negotiations on a reciprocal and mutually advantageous basis designed to
limit or reduce such obstacles are of importance to the expansion of international
trade.

4. (a) Contracting parties shall notify the CONTRACTING PARTIES of
the products which are imported into or exported from their territories by enterprises
of the kind described in paragraph 1 (a) of this Article.
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(b) A contracting party establishing, maintaining or authorizing an import mo-
nopoly of a product, which is not the subject of a concession under Article II, shall, on
the request of another contracting party having a substantial trade in the product con-
cerned, inform the CONTRACTING PARTIES of the import mark-up* on the product
during a recent representative period, or, when it is not possible to do so, of the price
charged on the resale of the product.

(¢) The CONTRACTING PARTIES may, at the request of a contracting party
which has reason to believe that its interest under this Agreement are being adversely
affected by the operations of an enterprise of the kind described in paragraph 1 (a), re-
quest the contracting party establishing, maintaining or authorizing such enterprise to
supply information about its operations related to the carrying out of the provisions of
this Agreement.

(d) The provisions of this paragraph shall not require any contracting party to
disclose confidential information which would impede law enforcement or otherwise
be contrary to the public interest or would prejudice the legitimate commercial interests
of particular enterprises.

[...]

ANNEX |
NOTES AND SUPPLEMENTARY PROVISIONS

[...]

Ad Article XVI

The exemption of an exported product from duties or taxes borne by the like product
when destined for domestic consumption, or the remission of such duties or taxes in
amounts not in excess of those which have accrued, shall not be deemed to be a subsidy.

Section B

1. Nothing in Section B shall preclude the use by a contracting party of multiple
rates of exchange in accordance with the Articles of Agreement of the International
Monetary Fund.

2. For the purposes of Section B, a “primary product” is understood to be any
product of farm, forest or fishery, or any mineral, in its natural form or which has un-
dergone such processing as is customarily required to prepare it for marketing in sub-
stantial volume in international trade.

Paragraph 3

L. The fact that a contracting party has not exported the product in question dur-
ing the previous representative period would not in itself preclude that contracting
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party from establishing its right to obtain a share of the trade in the product con-
cerned.

2. A system for the stabilization of the domestic price or of the return to domestic
producers of a primary product independently of the movements of export prices,
which results at times in the sale of the product for export at a price lower than the com-
parable price charged for the like product to buyers in the domestic market, shall be
considered not to involve a subsidy on exports within the meaning of paragraph 3 if the
CONTRACTING PARTIES determine that:

(a) the system has also resulted, or is so designed as to result, in the sale of the
product for export at a price higher than the comparable price charged for the like prod-
uct to buyers in the domestic market; and

(b) the system is so operated, or is designed so to operate, either because of the
effective regulation of production or otherwise, as not to stimulate exports unduly or
otherwise seriously to prejudice the interests of other contracting parties.

Notwithstanding such determination by the CONTRACTING PARTIES, operations
under such a system shall be subject to the provisions of paragraph 3 where they are
wholly or partly financed out of government funds in addition to the funds collected
from producers in respect of the product concerned.

Paragraph 4

The intention of paragraph 4 is that the contracting parties should seek before the end
of 1957 to reach agreement to abolish all remaining subsidies as from 1 January 1958; or,
failing this, to reach agreement to extend the application of the standstill until the earli-
est date thereafter by which they can expect to reach such agreement.

Ad Article XVII
Paragraph 1

The operations of Marketing Boards, which are established by contracting parties and
are engaged in purchasing or selling, are subject to the provisions of subparagraphs (a)

and (b).

The activities of Marketing Boards which are established by contracting parties and
which do not purchase or sell but lay down regulations covering private trade are gov-
erned by the relevant Articles of this Agreement.

The charging by a state enterprise of different prices for its sales of a product in different
markets is not precluded by the provisions of this Article, provided that such different
prices are charged for commercial reasons, to meet conditions of supply and demand in
export markets.

Paragraph 1 (a)

Governmental measures imposed to insure standards of quality and efficiency in the
operation of external trade, or privileges granted for the exploitation of national natural
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resources but which do not empower the government to exercise control over the trad-
ing activities of the enterprise in question, do not constitute “exclusive or special privi-
leges”

Paragraph 1 (b)

A country receiving a “tied loan” is free to take this loan into account as a “commercial
consideration” when purchasing requirements abroad.

Paragraph 2

The term “goods” is limited to products as understood in commercial practice, and is
not intended to include the purchase or sale of services.

Paragraph 3

Negotiations which contracting parties agree to conduct under this paragraph may be
directed towards the reduction of duties and other charges on imports and exports or
towards the conclusion of any other mutually satisfactory arrangement consistent with
the provisions of this Agreement. (See paragraph 4 of Article II and the note to that
paragraph.)

Paragraph 4 (b)

The term “import mark-up” in this paragraph shall represent the margin by which the
price charged by the import monopoly for the imported product (exclusive of internal
taxes within the purview of Article III, transportation, distribution, and other expenses
incident to the purchase, sale or further processing, and a reasonable margin of profit)
exceeds the landed cost.



