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INTRODUCTION

VUHEN, at the end of 1958, it became clear that the inter-govemmental 
committee at ministerial level (better known as the Maudling Com

mittee) was unable to reach agreement on a common market of OEEC 
countries, using the technique of a free trade area, a group of countries 
which had maintained close contact throughout the long period of nego
tiation decided to explore further the possibility of establishing an asso
ciation to operate such a common market among themselves. That 
was the beginning of EFTA. By the summer of 1959, after a series of 
preparatory meetings of officials, Ministers from Austria, Denmark, 
Norway, Portugal, Sweden, Switzerland and the United Kingdom at a 
conference held in Saltsjôbaden near Stockholm on 20th-21st July, 
agreed in principle to the setting up of a free trade area among the seven 
countries. The detailed provisions of the Convention were worked out 
during the autumn and the document was initialled at a Ministerial 
Meeting in Stockholm on 20th November, 1959. The Convention was 
signed on 4th January, 1960 and came into force on 3rd May the same 
year. Very soon after that—on 1st July 1960—the seven Member 
States reduced their tariffs on industrial goods including certain manu
factured foodstuffs imported from each other by 20 per cent, and the 
first steps were taken towards the abolition of all remaining quantitative 
restrictions. At the same time certain tariffs on agricultural products 
in some countries were reduced.

There were several reasons for the rapid and successful completion 
of these important and difficult negotiations. The creation of the Euro
pean Economic Community had given a fresh impulse and a new direc
tion to the continuing effort of economic co-operation in Europe, which 
has been so effectively promoted since the Marshall Plan of 1947 that 
led to the formation of the OEEC in 1948. The breakdown of the 
attempt to create a free trade area covering the territory of all the OEEC 
countries, raised fundamental problems for the members of OEEC 
outside the Six. They feared that the failure to complement the large 
market of the Community with another great free market would have 
damaging effects on the growth of the economies of other European 
countries, particularly in view of their dependence on foreign trade, and 
their competitive capacity in world markets. Faced with this situation 
the seven countries which had all along declared their willingness to 
dismantle their own tariffs at the same pace as the Six decided to draw



closer together in order to promote sustained expansion of economic 
activity within the framework of the European Free Trade Association.

In forming the Association, the Governments concerned had pri
marily two aims in mind; through consolidation in EFTA to facilitate 
a settlement towards a wider association including both the Six and the 
other members of the OEEC and in the meantime to create among them
selves a free trade area. By using the free trade area technique they hoped 
to show that it was workable and had its own distinctive advantages. 
The seven Governments are convinced that they have a positive contri
bution to make to the advance of unity in Europe and they regard their 
Association as a definite step towards the creation of a wider European 
market with all the substantial economic and political advantages that 
can bring.

Two factors in particular were of great help in the formation of the 
new grouping. In the first place the seven countries share a similarity 
of outlook in the matter of European co-operation, as they had discovered 
during the negotiation in the Maudling Committee. And secondly, 
their economies depend to a large extent on foreign trade. Geographi
cally the seven countries may be widely separated, but this is far out
weighed by the factors they have in common.

The basic economic aim of the EFTA Convention is the same as 
that of the Rome Treaty—namely the establishment of a market 
free of all artificial barriers to trade. Only the methods employed m 
achieving this aim are different. Although the Stockholm Convention 
does not provide for a common external tariff or a common commercial 
policy and does not contain specific provisions on the harmonization of 
social policies, on the free movement of labour, or on fiscal and mone
tary policy, this does not mean that the Seven do not recognize that some 
common action may well be needed in these fields. They considered 
that joint action in these matters was not a prerequisite for the creation 
of their free trade area, though it might well follow as a natural conse
quence of it, or as a condition for its maintenance.

The EFTA Convention has now been in force for just over a year; 
on the basis of the experience gained in operating its provisions there 
is no doubt that the mechanisms of a free trade area have been shown to 
be workable in practice. Not only has the first tariff reduction of 20 % 
been implemented without difficulties, but the second cut of a further 
10°/ was brought forward by six months to 1st July 1961, so that the 
general level of tariffs is now 30% lower than it was just over twelve 
months ago. This is, in itself, a remarkable achievement. The Free 
Trade Area has been tested and not found wanting. The customs pro
cedures devised for the application of the origin criteria have worked 
smoothly and neither manufacturers nor exporters have found them 
burdensome. The simple institutional machinery required to implement 
the EFTA Convention has functioned, and has not as yet needed any 
amplification.
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The Seven, therefore, feel that they are advancing successfully 
towards the realization of the first of their two major goals, i.e. the 
establishment of a free market among themselves. A clear demon
stration of the strength of EFTA has been the decision of the Ministerial 
Council in February to speed up the timetable for tariff reductions. 
Negotiations were also completed on the Association Agreement with 
Finland, which came into force on 26th June, 1961.

But the Members of EFTA are keenly aware that so far no decisive 
progress has been made to bring into being a single free market in 
Western Europe. This question has been a constant concern to the 
Member Governments and many meetings of the EFTA Council have 
been devoted to it. On those occasions they repeatedly stated that they 
were prepared to enter into negotiations to solve the problem as soon as 
the Six were willing. To prepare the ground and to seek a basis for re
newed negotiations, the United Kingdom with the approval of its part
ners has held exploratory talks at official level with France, Italy and the 
Federal Republic of Germany since the autumn of last year.

In recent months the European trade problem has been discussed 
with increasing interest in many different quarters. A number of ideas 
and schemes have been put forward. There has been a proposal that 
the Six, as a group, should join EFTA. The suggestion has been 
that some Members of EFTA should join the Common Market and the 
others conclude association agreements with it. A large number of 
more or less detailed plans for a multilateral association embracing the 
Members of both trading groups as well as the other member countries 
of the OEEC have been advanced. One such proposal has been 
unanimously approved by the Consultative Assembly of the Council 
of Europe (Recommendation No. 266/60). The Secretary-General of 
EFTA was invited to give the Association’s view on the Recommen
dation and later took part in the discussion on the questions raised in it 
at the meeting of the Economic Committee of the Assembly in April 
this year. On these occasions he stated the Association’s view that the 
European trade problem cannot be solved by temporary palliatives, but 
only by a permanent and comprehensive settlement. He also expressed 
the sincere desire of the Members of EFTA to reach such an agreement.

The Seven approach this problem pragmatically and in a constructive 
manner. As stated in the Communiqué issued after the meeting of the 
Council at Ministerial level in London on 27th and 28th June, 1961, 
the aim of the European Free Trade Association has been from the 
outset not only to create a free market between its members but ulti
mately also to achieve the economic integration of Europe as a whole 
in the form of a single European market comprising 300 million con
sumers, following liberal policies towards the outside world. This purpose 
is stated in the Stockholm Convention and has been reaffirmed at every 
Ministerial Meeting since July 1959. A generally increased awareness 
of the dangers of the present split in Europe has led to signs of willing
ness to make a new effort to bring to an end the division which during
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recent years has become an obstacle to European economic co-operation. 
An ending of this division would enable the European countries to give 
their full attention to the serious problems of economic relations between 
Europe and the rest of the world and in particular the relationship 
between Western Europe as an industrialised region and the developing 
countries of other continents. A new effort to bring to an end this 
European division will necessitate a readiness to make some modifi
cation of policy on all sides, but it must respect the basic political posi
tions not only of the several states of Europe, but also of the European 
Economic Community.

Experience gained in recent years has provided a basis for a re
examination of the problems of European integration. This re-exa
mination has shown that while some EFTA countries could not accept 
obligations of a political nature, all members of EFTA are willing to 
undertake, in order to achieve an integrated European market, obliga
tions which go beyond those which they have accepted among themselves 
in the Stockholm Convention.

The aim of any solution must be to promote unity and solidarity 
in Europe; to strengthen the European economy and to build an inte
grated market upon solid and permanent foundations. To this end, 
effective institutions to supervise the implementation of undertakings 
necessary to achieve a solution acceptable to all parties must be created.

If negotiations with the European Economic Community are started, 
the Members of EFTA will coordinate their actions and remain united 
throughout the negotiations. At the London meeting Ministers 
resolved that the European Free Trade Association, the obligations 
created by the Convention between the members and the momentum 
towards integration within the Association would be maintained at 
least until satisfactory arrangements have been worked out in negotia
tions to meet the various legitimate interests of all Members of EFTA, 
and thus enable them all to participate from the same date in an inte
grated European market. They agreed that a partial solution which 
created new economic division within Western Europe could not in any 
circumstances be regarded as satisfactory.
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PART I

ORGANIZATION OF EFTA

The Council

The governing body of the Association is the Council composed 
of representatives from all the Member States. It has full powers of 
decision in all questions of policy arising from the implementation 
of the Convention. It is also responsible for the day to day running 
of the Association. The Council, therefore, meets at frequent intervals 
—generally once a week—at the level of officials, i.e. the heads of the 
permanent Delegations in Geneva. Preparing the meetings of the 
Council and generally assisting it, is the permanent working group of 
Deputies made up of officials belonging to the EFTA Delegations resident 
in Geneva. This makes it possible to take decisions quickly as the need 
for them arises and ensures that the organization runs smoothly at 
all times.

Less frequently, but nevertheless regularly the Council meets in 
Ministerial session. In the first year of the Association’s existence, 
the Ministers met at intervals of about four months in Lisbon (19th/20th 
May, 1960), Berne (llth/12th October, 1960), Geneva (14th/16th 
February, 1961) and in London (27th/28th June, 1961). Decisions and 
recommendations of the Council are taken unanimously, but in certain 
cases specified in the Convention, as for instance in the complaints 
procedure, voting can be by simple majority. In practice, however, 
even where majority voting is provided for, decisions have so far been 
taken unanimously. All decisions of the Council are binding on the 
Member States.

The office of Chairman of the Council is held by each Member in 
turn for a period of six months. So far Sweden, Switzerland and the 
United Kingdom have held it and from 1st July 1961 the Austrian repre
sentative is in the chair.

Committees

To assist the Council in its work a number of specialist committees 
have been set up. They are :
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(a) The Customs Committee;
(b) The Committee of Trade Experts;
(c) The Budget Committee.

The membership of these bodies consists of representatives from 
each Member country—mostly officials from the home government 
departments immediately concerned—assisted as necessary by other 
experts and advisers. The Committee meetings are normally held in 
Geneva.

The Customs Committee acts as a forum for comparing the views 
and experience of Members’ administrations on the practical application 
of the Convention provisions concerning Area tariff treatment and origin, 
in order to give helpful advice to traders and to adapt and harmonise 
customs rules and procedure in the most simple and effective manner 
in the interests of intra-Area trade. The Committee reports regularly 
to the Council as to the agreements reached between the administrations 
in these matters. It also supervises the arrangements for co-operation 
between customs administrations in verifying, where necessary, declara
tions of Area origin.

The technical problems of operating the trade provisions of the Con
vention, other than questions of customs administration, are dealt 
with by the Committee o f Trade Experts. This Committee is responsible 
in particular, for keeping the origin rules under review and proposing 
amendments to them where necessary.

For 1960/61, the Budget Committee prepared and the Council approv
ed a Budget for EFTA of 2.2 million Sw. Fr. The scale of contributions 
by Member States is determined by reference to their gross national 
product at factor cost, but no member is required to contribute more 
than 30 per cent of the expenses of the Association. Consequently, 
the United Kingdom contribution to the EFTA Budget is 30 per cent, 
Sweden’s just over 22 per cent, Switzerland’s 16 per cent, followed 
by contributions from Denmark (10 per cent), Austria (9.5 per cent), 
Norway (8 per cent), and Portugal (4 per cent).

There is one other Committee which forms an important part of 
the institutional arrangements of EFTA. This is the Consultative 
Committee which provides a link between the executive organs of the 
Association and leading personalities representing the main sectors 
of economic life, including labour, in the Member States. As an advi
sory group, the Committee serves two main purposes. It enables the 
EFTA Council to receive considered advice and suggestions from repre
sentative organizations outside the national governments and it helps 
materially in the creation of informed opinion on the work of the Associa
tion among the people most directly affected by its activities. The 
Consultative Committee, which is to meet at least twice a year, may 
therefore discuss any topic which comes within the scope of the Stock
holm Convention. After each meeting, the Chairman, who is normally
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the Chairman of the Council at Ministerial level, reports to that body 
on the discussions that have taken place. Five members from each 
country, all of them appointed by their Governments, may attend the 
meetings of the Committee, the first of which was held in London on 
9th and 10th May, 1961.

Apart from the standing committees, the Council has set up ad hoc 
committees to advise it on certain questions e.g. those related to quanti
tative restrictions on trade and also fiscal duties in Member States. In 
addition an ad hoc committee of information experts has been established.

The Secretariat

A small permanent secretariat, headed by Mr. Frank E. Figgures, 
Secretary-General, and Mr. Knut Hammarskjöld, Deputy Secretary- 
General, has been established in Geneva. There are 48 other members 
of staff, about half of them in the professional grades.

Internally, the Secretariat is organized in five departments. They are:

(i) Trade Policy Department;
(ii) General and Legal Department, which is also responsible for 

the external relations of the Association with other international 
organizations and non-governmental bodies;

(iii) Economic Department, which deals with general economic 
questions that go beyond trade policy matters;

(iv) Press and Information Department, which also publishes the 
monthly EFT A Bulletin, and

(v) Administration and Finance Department.

As part of the Press and Information Department, the Secretariat 
maintains an Information Office in Washington, D.C.
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ASSOCIATION AGREEMENT WITH FINLAND

The creation of the European Free Trade Association posed problems 
of special importance to Finland. Well before the first negotiations 
resulting in the present economic groupings in Europe, there had been 
discussions aiming at the creation of a Nordic Common Market including 
Finland. In order to be able to join the European Free Trade Associa
tion the three Scandinavian countries, whose main export interests are 
directed towards markets outside the Nordic group, put aside temporarily 
their plans for a customs union. Finland who would have been a 
member of this customs union, was not a member of EFTA. Further
more, Finland’s trade with the seven EFTA countries accounted for 
appoximately one third of its total foreign trade. The Finnish Govern
ment, therefore, expressed interest from the start in the developments 
which led to the establishment of EFTA, and it was currently kept in
formed on the discussions which led to the Stockholm Convention.

The Negotiations

In July, 1959, at the invitation of the EFTA countries, the Finnish 
Minister of Commerce and Trade addressed the Ministerial Conference 
at Saltsjobaden, which adopted the draft plan for the European Free 
Trade Association. Soon after the Convention was signed in January, 
1960, discussions began on the possibility of establishing free trade area 
arrangements between the Member States of EFTA and Finland.

For many reasons, the Finnish Government preferred that such 
arrangements should take the form of an association with EFTA in 
accordance with Article 41, paragraph 2 of the Stockholm Convention, 
rather than full membership.

Negotiations resulted in the “ Agreement creating an Association 
between the Member States of the European Free Trade Association 
and the Republic of Finland ” which was signed in Helsinki on the 
27th March, 1961.

The Agreement

The main principle underlying the Agreement is to establish a new 
free trade area on the basis that Finland will have the same rights and 
obligations toward the EFTA States as these States have among them
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selves. The Agreement provides accordingly for the progressive aboli
tion of customs duties and quantitative import restrictions in broad ac
cordance with the same timetable as that of the EFTA Convention. 
Similarly the remaining provisions of the EFTA Convention in the 
commercial and economic fields have been adopted in the Agreement. 
However, a slower reduction of duties is provided for some goods in 
order to take account of special problems of the Finnish economy. 
Finland is also allowed to maintain quantitative restrictions on the import 
of a limited number of goods for balance of payments reasons.

Institutional Arrangements

The Agreement provides for the establishment of a Joint Council, 
consisting of representatives of each EFTA country and of Finland. 
It will be responsible for dealing with all matters concerning the super
vision of the Agreement and keeping its operation under review. Within 
this field, the powers and functions of the Joint Council will be the same 
as those of the Council of EFTA as regards corresponding questions 
under the EFTA Convention. The institutional arrangements of EFTA 
itself are not affected by the Agreement. The Council of EFTA con
tinues its work as hitherto.

Entry into Force

The Agreement entered into force on 26th June, 1961. The first 
tariff reductions and the first relaxation of quantitative restrictions 
took place on 1st July, 1961. The Member States of EFTA then 
extended to Finland the 20 per cent reduction of customs duties they 
had already made, together with the further 10 per cent reduction coming 
into effect on 1st July, and Finland reduced its duties towards them 
for most products by 30 per cent.

The Agreement has been submitted to the Contracting Parties of 
the GATT in accordance with Article XXIV of the General Agreement.

Danish/Finnish Agreement on Trade in Agricultural Products

A bilateral agreement between Finland and Denmark on trade in 
agricultural products was signed 27th March, 1961 and entered 
into force simultaneously with the Association Agreement. The agri
cultural agreement is similar in character to those concluded by Denmark 
with a number of EFTA countries.
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THE FREE TRADE ASSOCIATION IN 
OPERATION

Good progress was made in the first year of EFTA’s existence 
towards the achievement of the Association’s main economic objectives— 
the establishment of a free market in industrial goods among the Member 
States and the expansion of trade in agricultural and fishery products.

Lowering Barriers to Trade

In pursuance of this aim Members reduced their duties on imports 
from each other of industrial goods of EFTA origin by 20 per cent on 
1st July, 1960. The second round of tariff reductions, a further cut of 
10 per cent, was made on 1st July this year. The latest cut, which was 
brought forward by six months, is the first result of the Council’s conti
nuing study in this field aimed at shortening the original timetable for 
tariff reductions laid down in the Convention.

In addition the protective elements in a number of revenue duties 
(i.e. customs duties applied primarily in order to raise revenue) were 
reduced by an equivalent 20 per cent also on 1st July 1960 followed by 
another 10 per cent cut on the same date a year later. The effective 
protective element means any amount by which the incidence of the 
duty exceeds the incidence of the corresponding fiscal charges levied on 
domestic production. In eliminating this Member countries have the 
choice of proceeding either by successive reductions corresponding to those 
agreed for tariffs generally or by a different timetable which provides that 
no protective element shall remain in their duties after 1st January, 1965. 
In Sweden and in the case of certain revenue duties in force in Portugal 
and Switzerland the first method was chosen. The remaining Portuguese 
and Swiss revenue duties, and those in force in Austria, Norway and the 
United Kingdom will, insofar as they contain any protective element, be 
reduced by the alternative procedure. Denmark has no revenue duties 
to which this provision applies.

Simultaneously with the two rounds of tariff reductions the remaining 
quantitative import restrictions were considerably relaxed. On each 
of those occasions Member States increased quotas by at least 20 per 
cent and in many instances by considerably more, not only to each other 
but in most cases to third countries also. Moreover since the introduction 
of the enlarged quotas, imports of some of the goods affected have been
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completely liberalized. In the twelve months since 1st July, 1960, 
further progress has been achieved. The number of quotas applied 
within EFTA has been reduced by over one-quarter. Trade to a value 
of more than SI3 million has been freed entirely from restrictions 
and plans for further liberalization by the end of 1961 have been announ
ced. As to the trade which is still restricted, the quota increases due to 
take effect on 1st July, 1961 will represent a rate of increase in intra- 
EFTA trade about twice as great as the minimum rate of annual increase 
laid down in the Convention; import facilities in the restricted sector will 
be increased by more than $30 million. A large proportion of the quotas 
operated by Member States are open also to countries outside EFTA.

The EFTA Origin System

Unlike a customs union EFTA has no common external tariff. 
Each Member State, therefore, retains control over its own tariffs on 
imports from countries outside the Area. With this freedom of action 
in external tariffs it is essential to have a set of origin rules which will 
ensure that goods from outside the Area are not first imported into the 
Member country with the lowest external tariff and then passed on from 
there, duty free, to Member countries with higher external tariffs.

The following example of actual tariff rates in two EFTA countries 
will illustrate the problem which the origin system is designed to solve. 
Type-setting machinery imported into the United Kingdom is subject 
to a 15 per cent duty, but the Danish tariff on these goods is only 5 per 
cent. If there were no origin system an exporter from a non-EFTA 
country could send machines of this kind to Denmark paying the lower 
duty, and then have it re-consigned from there to the United Kingdom, 
where it would enter without payment of further duty when the EFTA 
Convention is fully in operation. The extra freight and handling charges 
would normally be insufficient to prevent this with the result that the 
Member country levying the higher duty on imports from non-Area 
countries would find its tariff structure being “ undermined ”.

The successful application of the rules of origin which enable the 
Customs authorities in the Member countries to determine which goods 
may qualify for Area tariff treatment, was the principal internal pro
blem which the Association had to face. In the event the origin criteria 
laid down in the Convention and the customs procedures required to 
implement them have turned out to be perfectly workable and there 
is no doubt that the system as a whole is operating smoothly.

Eligibility for Area tariff treatment
Goods imported into a Member State are eligible for Area tariff 

treatment if they have been consigned from another Member State and 
are of Area origin. Goods are of Area origin :

(1) if the goods have been wholly produced within the Area of the 
Association, or
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(2) if they have been produced within the Area by one of the specified 
processes of production (the “ process criterion ”), or

(3) if the value of non-Area materials used in their production does 
not exceed 50 per cent of the export price of the goods (the 
“ percentage criterion ” ; this criterion does not apply to certain 
classes of goods, mainly textiles and clothing).

In general traders are free to choose for themselves under which of 
the three criteria they will claim that the goods are of Area origin. 
In giving traders the choice in this way it is possible to administer the 
origin system more simply and flexibly in the interests of intra-EFTA 
trade. In cases for instance where the non-Area content is near the 
50 per cent limit and there may be some doubt whether the goods will 
always qualify under the percentage criterion, the alternative process 
criterion will often simplify the procedure for determining Area origin.

The process criterion has a further merit; it has a liberalizing effect. 
Some of the specified processes, for example that for making brass bolts 
and screws from rod or wire, allow well over 50 per cent by value of 
non-Area materials to be used. Moreover, because the individual 
headings in the Brussels Nomenclature usually cover a range of types 
and sizes of goods, many of the processes cover at least some goods 
for which the qualification is more liberal than the percentage criterion. 
In broad terms the net effect of the list of qualifying processes, which was 
drawn up with regard to existing patterns of trade, is to make a wide 
range of goods eligible for EFTA tariff treatment if a single substantial 
industrial operation has been performed on them in the Area.

Also forming part of the EFTA origin system is the Basic Materials List, 
which includes many of the essential raw materials used by industry. 
The listed materials may, when used in the production of goods with
in the Area, be counted as of EFTA origin whatever their actual origin 
may be. This means, in particular, that when the percentage criterion 
is used, goods will often qualify for Area origin, even though they have 
an actual non-Area content of well over 50 per cent of their value.

An example will show the significance of this. But for the Basic 
Materials List, copper rods produced in EFTA country A from un
wrought copper (wire bars) imported from a non-Area country might 
easily contain 90 per cent by value of non-Area content and would be 
far from qualifying under the percentage criterion. Since unwrought 
copper is, however, on the Basic Materials List, and the 90 per cent of 
the value of the rods attributable to the wire bars also counts as of 
Area origin, the rods count as of 100 per cent Area origin when exported 
to Area country B.

The Basic Materials List not only makes it possible for more finished 
goods]to qualify for Area tariff treatment, but it also means that there 
will be the minimum interference with the existing pattern of trade in 
the listed materials between the traditional suppliers, including those 
in the less-developed countries of the world, and manufacturers in EFTA.
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Documentary evidence of origin

For its efficient functioning the origin system depends on the different 
forms of documentary evidence which have been designed to meet the 
needs of the various types of transactions within the Area. Manufac
turers and exporters, in nearly every case, have the choice of making 
their own declaration or obtaining a certificate of origin from a govern
ment department or other authorised bodies such as chambers of com
merce.

A recent statistical survey of origin documentation carried out by the 
customs administrations of Member States shows that over 75 per cent 
of all claims for Area tariff treatment are made on Form la  which con
sists of a straightforward declaration of origin on the ordinary commercial 
invoice. The total number of claims in a recent period of one month was 
approximately 146,000. The three origin criteria (wholly produced 
criterion, process criterion, and percentage criterion) were found to have 
been used in roughly equal proportions.

Rules of Competition
During the negotiation of the Stockholm Convention it was recogniz

ed that the progressive removal of tariffs and quotas by itself was not 
enough to achieve the objectives of the Association. It was decided 
that provision had to be made in the Convention to secure as far as 
possible that trade between the Member States takes place in conditions 
of fair competition. Consequently the so-called “ rules of competi
tion ” (Articles 13-17) were drawn up to ensure that competition within 
the Area is not impeded or distorted by government action or private 
agreement. The rules are designed to provide a framework within which 
any harmful effects of such action can be dealt with. The general 
principles are buttressed by the right of recourse to the complaints 
procedure. So far no use at all has been made of the complaints pro- 
dure and there are no cases under review; no interpretations have been 
made by the Council and no case law has been built up.

Deflection of Trade
One of the problems of a free trade area is the possibility that with 

widely differing external tariff schedules and the freedom of each mem
ber to alter tariff rates with respect to third countries, deflections of 
trade and distortions of competition might occur. Complaints machine
ry is available for dealing with any alleged deflection of trade, but no 
case has so far been brought to the attention of the Council.

Drawback
The various systems of “ drawback ” defined in the Convention are 

essentially means of relieving from duty materials which are imported 
into a country for use in making goods for export, and which do not 
enter into consumption in that country. The Convention provides that
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after 1st January, 1970, Member States shall not be obliged to grant 
Area tariff treatment to goods which have benefited from drawback in 
the Member State in which they were produced. It also requires the 
Council to decide what provisions as to drawback should be applied 
during the transitional period.

This question has been studied and the Council decided in November 
1960 that until the reduction of import duties reaches 50 per cent of the 
basic duty, Member States shall not refuse to accept goods as eligible for 
Area tariff treatment on the ground that they have benefited from draw
back allowed in the exporting Member State. The provisions to be 
applied after the reduction of duties to 50 per cent are being studied.

Agriculture, Fish and Other Marine Products

The EFTA Convention also includes provisions for the trade in 
agricultural and fishery goods. As regards these sectors the objective 
of the Association is to facilitate an expansion of trade thereby provid
ing reasonable reciprocity to Member States whose economies are 
largely dependent on exports of those products. In accordance with 
this the Council has set on foot a programme of work, including the 
collection of comprehensive statistical and other information, in pre
paration for the examination of trade in agricultural and fishery goods.

The statistical information received will also provide, together with 
material furnished by Member States to the O.E.E.C., basic data on 
which the Council will be able to establish rules for the gradual abolition 
of subsidised exports detrimental to other Member States, as required 
under Article 24.

As foreseen in the Convention bilateral agreements on trade in agri
cultural goods were concluded before 1st July, 1960 by Denmark with 
Austria, Sweden, Switzerland and the United Kingdom.

GREENLAND

Article 43 of the Convention provides that the Convention shall 
apply to certain territories if the Member State which is responsible for 
their international relations so declares. In June, 1961, Denmark 
announced that the Convention shall apply to Greenland from 1st July, 
1961.
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RELATIONS WITH OTHER ORGANIZATIONS

Inter-Governmental Organizations

EFTA has established relations with a number of other inter-govern
mental organizations including the OEEC, GATT, the Council of 
Europe, the International Monetary Fund, the Regional Economic 
Commissions of the United Nations, the Customs Co-operation Council, 
the Pan-American Union and the Latin American Free Trade Area. 
Contact is maintained by exchanges of information and occasional 
attendance of observers from EFTA at regular meetings of the other 
organizations.

(i) GATT
(a) The Contracting Parties to the GATT at the 15th Session in 

October/November 1959 agreed upon the procedures for the examination 
of the Stockholm Convention which was sent to the Contracting Parties 
in December, 1959. A GATT Working Party was set up at the 16th Ses
sion in May/June, 1960, to carry out this examination.

(b) Following the report drawn up by the Working Party, the Con
tracting Parties at their 17th Session in November, 1960, took note 
of the provisions of the EFTA Convention, and as they had done in 
1958 in respect of the Rome Treaty, put on one side discussion of 
certain legal and other matters which could not be fruitfully discussed 
further at that stage. The EFTA countries would proceed with the 
establishment of their Free Trade Area, but the Contracting Parties 
reserved the right at some future date to return to a further examination 
of the Convention. The tone of the debate was set by the United States 
Delegate who referred to his country’s general endorsement of EFTA, 
and said his Delegation at the 16th Session had commended EFTA 
to the sympathetic and serious consideration of Contracting Parties 
with the conviction that the new trade group would play a constructive 
role in international trade.

(c ) The Agreement between Finland and EFTA was sent to GATT 
in April, 1961, with the assurance that the Governments of the signatory 
States wish to co-operate fully with the Contracting Parties in the exa
mination of the Agreement. The Working Party which is examining 
the EFTA Convention as a whole, has also been asked to report on the 
EFTA-Finland Agreement to the 19th Session of the Contracting 
Parties.

21



(d) The EFTA countries regularly consult together on the pro
blems arising out of the GATT tariff negotiations in order to exchange 
information with regard to the development of the negotiations.

(e) EFTA was represented by observers at the 17th and 18th Ses
sions of the Contracting Parties to the GATT, and members of the 
Secretariat have regularly attended meetings of the new Council of 
Representatives as well as GATT Committees and Working Parties.

(ii) United Nations Regional Commissions

(a) EFTA was represented by observers at the 9th Session of the 
Committee on the Development of Trade of the Economic Commission 
for Europe held in October, 1960, and at the 16th Session of the Econo
mic Commission for Europe in April, 1961. Observers from the Secre
tariat have also attended other ECE meetings.

(b) The Secretariat has prepared special papers on the work of 
EFTA for distribution at the periodic conferences of the Economic Com
mission for Asia and the Far East, the Economic Commission for 
Africa and the Economic Commission for Latin America.

(iii) The Council of Europe

Members of the Secretariat have attended several meetings of the 
Consultative Assembly of the Council of Europe. Of direct concern 
to EFTA is Recommendation 266/60 of the Consultative Assembly 
which urges that exploratory talks should begin as soon as possible on 
the conditions under which an association agreement between the 
EEC, EFTA and, where appropriate, other Member States of the Coun
cil of Europe could be negotiated. The Association was asked to give 
its views on this Recommendation. The Secretary-General in his 
reply stressed the sincere desire of the EFTA countries to reach a 
permanent and comprehensive settlement of the European trade problem. 
The Secretary-General later took part in a discussion on the questions 
raised in the Council of Europe Recommendation at a regular meeting 
of the Economic Committee of the Assembly in Zurich on 21st April, 
1961.

(iv) OEEC and OECD

Contact has been established between the Secretaries-General of 
EFTA and OEEC and also between individual departments of each 
Secretariat. In addition, the Secretariat of EFTA was represented by 
an observer at meetings of the Economic Policy Committee of OEEC 
By a decision of a Ministerial Committee (OECD (60) 15) the Secre
tary-General of EFTA will be able to participate in the work of the 
new organisation. With a view to avoiding unnecessary duplication of
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work, statistical data and other factual information were exchanged. The 
Statistics Division of OEEC agreed to introduce progressively special 
EFTA sub-headings and sub-totals into their publications.

(v) Committee on Trade Problems

Members of the Secretariat attended, as observers, all the meetings 
of the Study Group of the Committee on Trade Problems. This is the 
body that was set up by OEEC member countries, the U.S. and Canada 
to examine the relationship between the EEC and EFTA.

Non-Governmental International Organizations

Since the establishment of the Association, a number of non-govern
mental organizations, including trade unions, industrial and commercial 
trade associations as well as organizations representing farmers, have 
shown considerable interest in the work of EFTA. Several of them have 
formed special EFTA groups. An EFTA Council of Industrial Feder
ations was formed as early as the beginning of February, 1960. It 
enables the individual federations to consult on all matters of in
dustrial policy which might influence trade relations between Member 
countries or between them and the rest of Europe. A number of im
portant industries have organized their own EFTA federations. As re
gards the trade unions, they too have shown considerable interest in 
EFTA’s problems, particularly those which are of special concern to 
them. A conference of trade union movements of the EFTA countries 
met in London in May, 1960. The support of employers and the 
trade unionists is essential if the objectives of the Association are to 
be fully realized. To this end the Secretariat has made a special effort to 
develop relations with non-governmental bodies. There have been 
regular exchanges of information and the Secretariat is authorised to 
establish appropriate relations on an ad hoc basis with such organizations.
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PART II

EXPANSION IN THE EFTA MARKET

As in other Western European countries the high rate of economic 
growth in EFTA continued throughout the first year of the organiza
tion’s existence. The Gross National Product of EFTA as a group 
rose by about 5% from 1959 to 1960. Most Member countries achieved 
growth rates last year which were higher than in 1959. This compares 
with an increase of 2.6 per cent in the G.N.P. of the United States and 
a rise of 7 per cent in the G.N.P. of the European Economic Com
munity.

There was a marked expansion of industrial output in all the Member 
States last year and the indications are that the upward trend is contin
uing this year. The weighted index of total industrial production 
for the EFTA group without Switzerland (which has no general index 
of industrial output) rose 6.3% in 1960 compared with an increase of 
6.7 % a year earlier.

The pattern of expansion was by no means uniform. In some of 
the EFTA countries industrial production rose rapidly in the third and 
fourth quarters of 1959 and the first two quarters of 1960 before levelling 
off and changing little during the rest of the year, i.e. in the United 
Kingdom, and Norway. In Austria there was a sharp increase between 
October 1959 and March 1960, followed by a short pause and then a 
further rapid increase in the last two quarters of the year. The pattern 
in Sweden was broadly similar with a longer pause extending over 
the first two quarters of 1960. The available evidence suggests that Swiss 
industrial production also expanded steeply, particularly in the first 
half of 1960 and again in the final three months of the year.

Agricultural production in most of the EFTA countries rose only 
moderately in 1959-60. The index of total agricultural output, net of 
imported feeding stuffs and cattle brought in for fattening, rose about 
2 per cent in the agricultural year 1959-60. Although figures for 1960-61 
are not yet available, the trend in the latest period seems to have been 
towards a more rapid growth in agricultural production and a decline 
in prices.

The dominant feature of the economies of all the EFTA countries 
in 1960 and the early months of this year was the rapid expansion of
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total demand with all the components of expenditure contributing 
to the rise. In several Member countries the pressure of demand on 
available resources produced acute labour shortages and as the boom 
proceeded a number of Governments considered it necessary to adopt 
restrictive measures designed to prevent the pressure from becoming 
excessive. Personal consumption in all the EFTA countries in 1960 
was considerably higher than a year earlier. To a large extent the high 
level of total demand was sustained by the greatly accelerated pace of 
investment, particularly in the private sector.

Civil employment in all Member countries rose appreciably last 
year and unemployment fell steeply in most of them.

In contrast with earlier periods of very high employment and rapidly 
rising demand in the post-war era, the recent expansionary phase was 
accompanied by relative stability in both price and wage movements. 
Retail prices in particular have been broadly stable in most EFTA 
countries. Concerning wage movements the picture that emerges is 
one of steadily rising wage rates and hourly earnings of the order of 
5 to 8 per cent in the majority of cases.

Towards the end of last year and the beginning of 1961 there were 
some indications in a number of EFTA countries that with the accelerat
ing rise in earnings per head and a slower increase in output and pro
ductivity, an upward pressure on costs and prices was beginning to 
develop.

EFTA’S TRADE

Trade among the EFTA countries expanded markedly throughout
1960. It is not yet possible to assess to what extent this expansion is 
due to the coming into force of the Convention and how far it is the 
result of the widespread boom in Western Europe, because the latter 
overshadows any tendency towards a clear polarisation of trade within 
the two integration areas. What can be stated with certainty is that in 
1960 intra-EFTA trade developed faster than EFTA exports to other 
main trading areas.

EFTA’s World Trade

EFTA’s total exports in 1960 amounted to over $ 18.5 billion* 
or about 16 per cent of total world trade. This is only $1.8 billion less 
than United States’ total exports in 1960, which reached $ 20.3 billion. 
By comparison OEEC total exports in 1960 were valued at $ 50.0 
billion. A little less than a quarter of EFTA’s total exports went to the 
countries of the European Economic Community, almost one fifth was 
intra-Area trade and about a tenth were exported to the United States. 
On the import side the EEC is also the most important trading partner 
of EFTA. About 29 per cent of all imports into EFTA come from the EEC;

*) Throughout the Report 1 billion =  1000 million.
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these amounted to 22y2 per cent of EEC’s total exports. This is a consi
derably higher percentage than the share of EFTA’s total exports 
going to the EEC, showing the importance of EFTA as a customer 
of the EEC. Of EFTA’s total imports, some 11 per cent came from 
the United States, over 16 per cent make up intra-Area trade and the 
rest were bought in other parts of the world.

Distribution o f EFTA’s Distribution o f EFTA’s

Of total EFTA exports more than half came from the United King
dom, which exported goods valued more than $10 billion. After the 
United Kingdom, Sweden and Switzerland are EFTA’s largest exporters; 
Swedish exports were about a quarter of the value of British exports.

All EFTA countries are heavily dependent on international trade. 
This dependence is evident from the fact that average per capita exports 
in 1960 amounted to $207 as compared with $176 in the case of the 
E.E.C. and $108 for the United States. For Sweden, Switzerland and 
Denmark the corresponding figure is more than $300 per head.

Balance of Trade

Due to larger purchases from outside the Area EFTA’s balance of 
trade in 1960 showed a deficit of about $ 4.5 billion. In particular, 
imports from the United States increased at an exceptionally high rate, 
significantly affected by the dollar liberalization measures taken in 
the United Kingdom. Out of the sum of $ 4.5 billion mentioned above, 
$ 2.2 billion represented the deficit in the trade with countries of the 
European Economic Community and $ 1.0 billion that vis-a-vis the United

total exports 1960 total imports 1960

27



States. All Member countries shared in the deficit. More than half of 
the total amount was due to the United Kingdom’s trade deficit in fine 
with the relative share of the United Kingdom in the Area’s total trade.

Expansion in EFTA’s Total Trade

Trade expanded more in the first half of the year than in the second; 
it continued to increase also in the first quarter of 1961 but the rate of 
growth slowed down. While total exports in the first half of 1960 were 
up by 12.5 per cent as compared with the corresponding period of 
1959, they increased by only about 6 per cent in the second half 1960 
compared with the second half of 1959 and by 3.5 per cent in the first 
quarter of 1961 compared with the first quarter of the previous year. 
Total imports show a similar trend, but as the expanding EFTA 
economies required raw materials and capital goods in larger quantities 
from outside the Area, the rate of expansion of imports was higher than 
that of exports. The rate of growth of imports decreased from +18.8 
per cent in the first half of 1960, to +12.1 per cent in the second half 
and was still +5.7 per cent in the first quarter of 1961.

This development reflects to a certain degree the trend in industrial 
production, which also continued to rise in the first months of 1961, 
but more slowly than last year. However, since only export demand 
weakened and domestic demand continued buoyant, foreign trade and 
industrial output did not move entirely in step. The slowing down 
of the rate of expansion of trade was not confined to EFTA but was 
common to all Western European countries.

Imports

Exports

28



An analysis by individual countries shows that Austrian exports 
of semi-finished and finished goods in 1960 were considerably higher 
than a year earlier. Denmark’s total exports increased at a lower rate, 
because the value of agricultural exports rose less than in previous years. 
For the first time, exports of industrial goods, including canned meat and 
canned meat products, exceeded exports of agricultural products, re
flecting the steadily growing industrialization of Denmark. Danish 
industrial exports, mainly machinery and ships, have trebled since 1950 
and since 1953 they have grown more rapidly than exports of agricultural 
products. Norway achieved a considerable increase in its exports 
of metals, pulp, paper and machinery, but reported reduced export 
figures for fish oil and fats. Although in Sweden practically all com
modity groups have shown a strong increase, the exceptional rise in 
Swedish total exports was mainly due to the sharp increase in exports 
of iron ore, iron and steel, cars and machinery. In Switzerland, exports 
of finished goods accounted for about 90 per cent of total exports in 
1960, the greatest share (three-fifths) being taken by the metal industry. 
Compared with 1959 exports of finished goods showed a larger increase 
than the overall rise in exports. Growth in British exports of a wide 
variety of products, particularly non-electric machinery, was partly 
offset by a sharp fall in exports of cars and substantial falls in exports 
of iron and steel and non-ferrous metals.

Intra-EFTA Trade

Intra-EFTA trade in 1960, measured in exports, amounted to 19 per 
cent of EFTA’s total trade with the world; or, expressed in absolute 
figures, about $3.5 billion. United Kingdom exports to Member 
countries represented almost one third of total intra-EFTA trade; 
Sweden’s share was about one-quarter and Denmark’s nearly one- 
sixth.

Although the United Kingdom is the greatest exporter and importer 
in the Association, little more than 10 per cent of total British trade 
was with EFTA in 1960. The countries with the most intensive EFTA 
trade were the Scandinavian group with an EFTA share of exports 
of 35 per cent in the case of Sweden and of more than 40 per cent in 
the case of Norway and Denmark. The two central European Member 
States, Austria and Switzerland, which, due to their geographical posi
tion, have traditionally close links with the countries of the EEC (more 
than half Austria’s total trade in 1960, for example, was trade with 
EEC countries), ship only 12 per cent and 16 per cent respectively of 
their total exports to other EFTA countries and receive only 12 per 
cent and 11 per cent of their total imports from this Area.

M ainly due to the differences in valuation between exports (f.o.b.) 
and imports (c.i.f.) in the trade accounts of member countries total ex
port and import figures in intra-EFTA trade are not the same.

Of the individual EFTA countries Denmark’s trade is the one most 
nearly in balance. Denmark imported from other EFTA countries

29



goods for approximately 5 650 million and exported to the Area 
goods for $ 623 million, i.e. 96 per cent of the import figure. Portugal’s 
balance of trade with EFTA countries is unfavourable, with the f.o.b. 
value of exports amounting to only 61 per cent of its imports. Sweden 
and Switzerland on the other hand, are net exporters. Sweden’s visible 
surplus in its EFTA trade reached $ 181 million and Switzerland’s visible 
surplus amounted to $ 45 million.

Expansion in Intra-EFTA Trade

In 1960 exports of EFTA countries to their partners increased rela
tively more than exports to other trading areas. Exports to the United 
States actually declined, especially in the second half of the year. The 
favourable trend in intra-EFTA trade continued in the first quarter of
1961.

EFTA Exports I960 
(Percentage changes on 1959)
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The growth of intra-EFTA trade from 1959 to 1960 amounted 
to about $460 million or about 15 per cent. This is much more than the 
increase between 1958 and 1959, when it was only 7 per cent. In the 
case of some Member countries the rise in exports to other EFTA 
countries was remarkable. Portugal increased its sales in other EFTA 
markets by 31 per cent. Austria’s exports to her partners went up by 
almost 25 per cent and Norway increased hers by 22 per cent. Even 
in those countries which registered the smallest increases in intra- 
EFTA trade, namely Denmark and the United Kingdom, exports went 
up by 12 per cent and 10 per cent respectively.

Trade expanded more in the first half of the year than in the second 
and the rate of growth decreased further in the first quarter of 1961. The 
rate of increase in exports over the corresponding period a year earlier 
declined from about 17 per cent in the first six months of 1960 to just
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over 13 per cent in the latter half, falling to 8.6 per cent in the first 
three months of 1961. All countries increased their trade with other 
Member States in the first quarter of 1961. Portugal especially ex
panded its EFTA trade sharply with exports and imports well above 
the 1960 average. Switzerland’s trade with its EFTA partners was also 
appreciably higher in the first quarter of 1961 than in the same period 
of 1960.

EFTA's Rate o f Trade Expansion 

(Percentage change on the corresponding period of the previous year)

World EFTA EEC
United
States

EXPO RTS
1960 .................... +9.0 +  15.1 +12.2 —9.0

First half, 1960 . 
Second half, 1960 
First quarter, 1961

+  12.5 
+  5.8 
+  3.5

+  17.4 
+  13.1 
+  8.6

+  14.7 
+  9.9 
+  7.9

+  0.9 
—18.2 
—27.9

IM PO RTS  
1960 .................... +  15.3 +  15.1 +  17.0 +43.1

First half, 1960 . 
Second half, 1960 
First quarter, 1961

+  18.8 
+  12.1 
+  5.7

+  19.7 
+  10.9 
+  9.9

+22.7 
+  12.0 
+  9.8

+46.3 
+40.4 
+  8.5

Commodity Analysis

Although statistics of trade by commodities are not available on 
a completely comparable international basis, estimates indicate that 
exports of manufactured goods last year increased at a faster rate than 
agricultural products. With the exception of the United Kingdom, 
all EFTA countries raised their total exports of manufactured goods 
by over 10 per cent, headed by Austria and Sweden with a rate of 
growth of about 20 per cent and 17 per cent respectively. In most 
cases, intra-EFTA exports of industrial goods rose more than sales 
of the same commodities to countries of the European Economic Com
munity, the United States and the world as a whole. There are, however, 
two important exceptions, the United Kingdom and Sweden, both of 
whom succeeded in expanding their exports of manufactured goods 
to EEC at a higher rate than to EFTA Members.
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Although it is difficult to detect any definite trends, the following 
developments are noteworthy: All EFTA countries increased exports of 
textiles to other EFTA Members much more than to third countries. 
Exports of transport equipment showed the reverse development, with 
exports to EEC countries rising faster than exports to EFTA countries.

As regards other commodities the export pattern varied from 
country to country. Some EFTA countries increased their intra-Area 
exports of paper, machinery and chemicals more than exports of those 
commodities to other countries.

Machinery including transport equipment, is the largest single 
commodity group by value of total EFTA exports. In 1960, goods 
of this type worth $ 6 billion were exported by Member countries. 
Exports of non-electrical machinery rose by 15% and those of elec
trical machinery by 6%. Exports of paper went up by nearly 16% 
textiles and chemicals some 11%.
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APPENDIX 1

Table 1 : NATIONAL PRODUCTS IN 1960

Country

Percentage increase on 
1959

Current Prices Constant Prices

Austria x) ............................ +  10.1 +8.4
D enm arkx) ........................ +  8.2 +6.5
Norw ayx) ............................ +  7.0 +6.4
Portugalx) ............................ +3.3
Sweden x) ............................ +  8.5 +3.5
Switzerland a) .................... +  7.5 +6.2
United K ingdom3) . . . . +  5.7 +  4.3

*) Gross National Product at market prices
2) Net National Product
s) Gross National Product at factor cost
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TABLE 2 : INDUSTRIAL PRODUCTION AND EMPLOYMENT IN  EFTA COUNTRIES

Country

General Index of 
Industrial 

Production 
(1953 =  100)

Manufacturing Industry 
(1953 =  100)

Production Index Employment Index

1959 1960 1959 1960 1959 1960

A u s t r i a .................... 156 169 158 172 121 125
D e n m a r k ................ 140 138 112 118
N o rw a y .................... 134 144 134 143 102 105
Portugal.................... 155 155
S w e d e n .................... 127 135 126 134 100 104
Switzerland . . . . 113 119
United Kingdom . . 122 130 123 133 105 109



TABLE 3 : INTRA-EFTA TRADE, 1960

Country
Exports

EFTA trade as a percentage 
of total trade Exports as 

percentage 
of imports

Percentage increase 
on 1959

mill. S U.S. Exports Imports Exports Imports

A u s t r i a .................... 140 12.5 12.1 81.6 +24.8 +28.1
D e n m a r k ................ 623 42.6 36.1 96.1 +  11.8 +  7.5
N o rw a y .................... 382 43.5 37.3 70.2 +21.5 +  14.4
Portugal.................... 66 20.4 19.9 61.1 +31.0 +  10.2

S w e d e n .................... 882 34.4 24.4 125.8 +  18.7 +  19.5
Switzerland . . . . 300 15.9 11.4 117.7 +  16.3 +  17.3
United Kingdom . . 1,108 10.8 10.2 85.1 +  10.1 +  18.3

E F T A ..................... 3,501 — — — +  15.1 +  15.1
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TABLE 4 : EFTA’S WORLD TRADE, 1960

Country
Exports

Exports per 
capita

Balance 
of trade Exports as 

a percentage 
of imports

Percentage increase 
on 1959

mill. S US S US mill. S US Exports Imports

A u s t r i a .................... 1,120 157.7 — 296 79.1 +  16.2 +23.7
D e n m a r k ................ 1,463 318.0 — 332 81.5 +  6.4 +  12.6
N o rw a y .................... 880 244.4 — 580 60.3 +  8.7 +  11.0
Portugal.................... 325 35.7 — 219 59.8 +  12.1 +  14.9
S w e d e n .................... 2,565 342.0 — 310 89.2 +  16.4 +  19.6
Switzerland . . . . 1,883 355.3 — 351 84.3 +  11.9 +  16.8
United Kingdom . . 10,297 196.5 —2,460 80.7 +  6.4 +  14.2

EFTA .................... 18,533 207.0 —4,548 80.3 +  9.0 +  15.3



TABLE 5 : TOTAL EFTA TRADE IN THE FIRST QUARTER OF 1961

Country

Exports Imports

(million S U.S.)

World EFTA EEC USA World EFTA EEC USA

A ustria ................................
D enm ark ............................
N o r w a y ............................
P o r tu g a l ............................
Sweden ............................
Sw itzerland........................
United Kingdom . . . .

278.5
361.6 
231.2

71.3
631.5
476.4

2,734.2

40.6 
147.4
99.7 
16.6

235.0 
81.9

300.1

142.1
106.0
59.5
14.0

202.6
197.3
454.5

9.9
27.4
15.0 
7.5

30.0 
38.3

186.8

378.8 
464.2
385.9 
126.6 
722.1 
643.4

3,236.7

45.5
144.0
158.0 
28.3

186.1 
75.0

340.3

217.1 
182.9 
128.0
44.3

284.2 
391.5 
473.1

29.2 
39.5 
28.0

8.7
85.0
76.3 

370.8

E F T A ................................ 4,784.7 921.3* 1,176.0 314.9 5,957.7 977.2* 1,721.1 637.5

* The discrepancy in the two figures is due to time-lags in the recording of exports and imports and also to differences in the methods
of compilation used in the various countries.
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TABLE 6 : PERCENTAGE CHANGES IN EFTA TRADE

(First quarter of 1961 on the same period a year earlier)

Country
Total Trade Intra-EFTA Trade

Exports Imports Exports Imports

A u stria ......................................................... +  8.2 +  14.2 +21.6 +  2.7
Denmark ................................................. +  2.5 — 0.7 +  1.2 +  5.3
N o r w a y ..................................................... +  2.6 +  8.2 +  8.6 +  8.6
P o r tu g a l ..................................................... +  9.5 +27.9 +36.1 +46.6
Sweden ..................................................... +  3.8 — 1.6 +  14.0 +  6.5
Sw itzerland................................................ +  11.9 +29.3 +  19.2 +23.4
United K in g d o m .................................... +  1.7 +  2.7 +  3.2 +  10.7

E F T A ......................................................... +  3.5 +  5.7 +  8.6* +  9.9*

* The discrepancy in the two figures is due to time-lags in the recording of exports and imports and also to differences in the methods
of compilation used in the various countries.



APPENDIX 2

AMENDMENTS AND IMPLEMENTATION OF THE EFTA
CONVENTION

During the year the Customs Committee and the Committee of 
Trade Experts considered a number of questions relating to the origin 
rules and their operation.

The process criterion and the Basic Materials List
A number of qualifying processes, and a few related items in the 

Basic Materials List, are valid only for a limited period. The Council, 
by its Decision No. 11 of 1961, extended the validity of those expiring 
on 30th June, 1961, for six months and of those expiring on 31st De
cember, 1961, for a further year.

The process criteria and the Basic Materials List are kept under 
constant review by the Council and the Committees; a number of minor 
changes were made during the year.

Accounting segregation : accounting mixing
Under Rule 5 in Annex B to the Convention, accounting records 

may be accepted as the basis of claims to Area origin by producers 
who find it impracticable to segregate physically the Area materials and 
non-Area materials used in manufacture. On the recommendation of 
a working group, the Council approved procedures for accounting 
segregation in its Decision No. 6 of 1960.

In certain cases producers could not take advantage of a qualifying 
process permitting up to 50 per cent of the artificial resins and plasticisers 
used in their products to be of non-Area origin, because it is for technical 
reasons undesirable to mix materials from different sources. On the re
commendation of a working group, the Council approved the intro
duction of special arrangements under which such goods might qualify 
for Area tariff treatment (to the same extent as if the materials could be 
mixed) on the basis of a system of accounting control over the materials 
used in production during a period (Decisions Nos. 19 and 20 of 1960).

Documentary evidence of origin
On the recommendation of the Customs Committee, a simplified 

procedure in the case of consignments of small value, and modifications 
of the normal documents to cover spare parts for engineering goods
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and goods exported from one Member State to another and then re
exported to a third Member State, were approved by the Council in 
Decisions Nos. 16, 4 and 27 of 1960 respectively. The Council also 
approved an amendment to Rule 8 in Annex B to the Convention to 
provide in other special cases for similar modifications or simplifications 
(Decision No. 25 of 1960).

Tariff Changes
Several Member States, acting in accordance with paragraph 4 

of Article 5 of the Convention, notified the Council of changes in their 
customs duties on goods other than those benefiting from the EFTA 
tariff reductions. In many of these cases the changes represented 
the elimination of the duties levied on imports from third countries 
while in many other cases the duties were substantially reduced or 
temporarily suspended.

Basic Duties
The United Kingdom, in accordance with paragraphs 2-4 of Annex A 

to the Convention, notified a number of cases in which an import duty 
temporarily suspended on the' base date was to be restored. Norway 
informed the Council in April, 1961, that the basic duties set out in para
graph 6 of Annex A were shortly to be brought into force with the sub
stitution of lower rates for those shown against the first two items.

In June. 1960, the Council, acting under paragraph 8 of Annex A, 
authorised Portugal to adopt as basic duties the duties shown in the 
Portuguese tariff of 1st January, 1960, which, by reason of a delay of 
five days required by Portuguese law, did not in fact become the 
applied rates of duty until 6th January, 1960. Acting under the same 
provision of Annex A the Council also authorised Norway, in No
vember, 1960, to vary the basic duty for certain kinds of soup, in recti
fication of an error which occurred when the Norwegian tariff was 
re-classified on the basis of the Brussels Nomenclature.

Compilation
Council decisions on origin and customs questions and Customs 

Committee agreements have been brought together into a Compilation, 
which has been prepared and distributed to the administrations of 
Member States, as a convenient reference book on these subjects.

Other matters relating to Area tariff treatment
The requirement that goods must be consigned from a Member 

State is being examined in relation to importations from non-Member 
States of goods of Area origin. The method of determining the eligibil
ity for Area tariff treatment of goods re-imported after process or 
repair in another Member State is also being studied by the Customs 
Committee and the Committee of Trade Experts.
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