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" 8. For the purposes of this Agreement:
" (a) A Customs union shall be understood to mean the sub-

stitution of a single Customs territory for two or more
Customs territories, so that

"(i) Duties and other restrictive regulations of
commerce (except, where necessary, those permitted
under Articles XI, XII, XIII, XIV, XV, and XX)
are eliminated with respect to substantially all the
trade between the constituent territories of the union
or at least with respect to substantially all the trade
in products originating in such territories, and,

"(ii) Subject to the provisions of paragraph 9,
substantially the same duties and other regulations of
commerce are applied by each of the members of the
union to the trade of territories not included in the
union;

" (b) A free-trade area shall be understood to mean a group of
two or more Customs territories in which the duties
and other restrictive regulations of commerce (except,
where necessary, those permitted under Articles XI,
XII, XIII, XIV, XV, and XX) are eliminated on
substantially all the trade between the constituent
territories in products originating in such territories.

" 9. The preferences referred to in paragraph 2 of Article I
shall not be affected by the formation of a Customs union or of
a free-trade area, but may be eliminated or adjusted by means of
negotiations with contracting parties affected. This procedure of
negotiations with affected contracting parties shall, in particular,
apply to the elimination of preferences required to conform with
the provisions of paragraph 8 (a) (i) and paragraph 8 (b).

"10. The CONTRACTING PARTIES may by a two-thirds
majority approve proposals which do not fully comply with the
requirements of paragraphs 5 to 9 inclusive, provided that such
proposals lead to the formation of a Customs union or a free-trade
area in the sense of this Article.

"11. Taking into account the exceptional circumstances arising
out of the establishment of India and Pakistan as independent
States and recognizing the fact that they have long constituted
an economic unit, the contracting parties agree that the provisions
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