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PART 1

GENERAL SURVEY

The rapid and successful building up o f the European Free Trade 
Association during the first year o f its existence provided a firm basis 
from which the M ember States could work further towards achieving 
the dual aim  which they had set themselves when signing the Stockholm 
Convention: to  create a free trade area am ong themselves and to contri­
bute to the establishment o f a single European m arket. G ood progress 
has been made in both directions during E FT A ’s second year.

The freeing o f trade between Member States has been carried for­
ward at an accelerated pace, and has found its concrete expression in a 
considerable increase in the exchange of goods between them ; the process 
of implementing the Stockholm Convention has continued, and it can 
now be seen that integration has not led to  any appreciable difficulties 
in national economies; cooperation with Finland within the framework 
of the Association Agreement which came into force on 26th June, 1961 
has been successfully initiated.

The dom inant feature o f E FT A ’s second year, however, was the 
decision taken by the M ember States to  try to achieve their common 
objective—a single European m arket—by way o f negotiations for mem­
bership of, or association with, the European Economic Community. 
The will to remain united throughout eventual negotiations was already 
expressed at the M inisterial Meeting in London in June 1961. The 
Com m unique issued on 28th June reads as follows:

“ Experience gained in recent years had provided a basis for a 
re-exam ination o f the problems o f European integration. This re­
exam ination has shown tha t while some EFTA  countries could not 
accept obligations o f a political nature, all members o f  EFTA are 
willing to  undertake, in order to  achieve an integrated European 
m arket, obligations which go beyond those which they have accepted 
am ong themselves in the Stockholm Convention.

M inisters agreed tha t the aim o f any solution m ust be to promote 
unity and solidarity in E urope; to strengthen the European economy 
and to  build an integrated m arket upon solid and perm anent founda­
tions. To this end, M inisters agreed tha t there m ust be effective
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institutions to supervise the im plem entation of undertakings necessary 
to  achieve a solution acceptable to all parties.

Ministers agreed that if  such a course (negotiations by the EFTA  
countries for membership o f or association with the European Eco­
nomic Community) should then appear possible, the Members of 
EFTA  should co-ordinate their actions and remain united through­
out the- negotiations. M inisters resolved tha t the European Free 
Trade Association, the obligations created by the Convention between 
the M embers, and the m om entum  towards integration within the 
Association, would be m aintained at least until satisfactory arrange­
ments have been worked out in negotiations to  meet the various 
legitimate interests o f all Members o f EFTA , and thus enable them 
all to participate from the same date in an integrated European 
m arket. ”

The decision to  enter into negotiations was made public in  the 
Declaration published on 31st July, 1961 after the M inisterial M eeting 
in Geneva. Recalling the repeated statem ents by the Members o f the 
European Economic Community o f their willingness to accept other 
countries as members or in an associated status, the Geneva D eclaration 
sta tes:

“ EFTA  Governm ents consider tha t the decision of the United 
Kingdom G overnm ent to  take the initiative announced by the Prime 
M inister in the House o f Commons this afternoon, which was follow­
ed by a  similar statem ent o f the D anish Governm ent, provides an 
opportunity to find an appropriate solution for all EFTA countries 
and thus to  prom ote the solidarity and cohesion o f Europe. In 
reaching this conclusion, the Members o f EFTA  reaffirmed the 
decisions recorded in the London Communique.

The M embers o f EFTA consider tha t it is the duty o f all con­
cerned not to  miss this new opportunity. EFTA , for its part, will, 
on the lines set out in the London Communique, do everything in 
its power to  seize it. All M em ber States o f EFTA  declare their 
intention to examine with the European Economic Community, the 
ways and means by which all M embers o f EFTA  could take part 
together in a single m arket embracing some 300 million people. ”

All EFTA countries have implemented the Geneva D eclaration—they 
have all applied for negotiations with the European Economic Com ­
munity. The differences in the type o f arrangem ents which they envisage 
reflect in the main the differences in their international status or stage 
o f economic development. Thus the United Kingdom, Denm ark and 
Norway have applied for negotiations with a view to membership, while 
Portugal in its application expressed the intention o f adhering to the 
Com m unity after a period o f association on conditions to be determined 
during the negotiations. The three neutral countries—A ustria, Sweden 
and Switzerland—have asked for negotiations under Article 238 o f the 
Treaty o f  Rome—the Article which provides for association.
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Negotiations between the Com m unity and the United Kingdom and 
D enm ark have been going on since O ctober 1961. The Norwegian 
negotiations began early in July 1962. M inisters from  the Community 
will meet Ministers from A ustria and Sweden at the end o f July, and 
from Switzerland in September 1962, in order to  give the neutral coun­
tries an  opportunity  to  explain to  the Com m unity their views o f the 
nature o f  the arrangem ents they envisage. The U nited Kingdom appli­
cation for negotiations with the Com m unity was the starting point for 
the im plem entation o f the EFTA  decisions o f June and July 1961 and 
the outcom e o f these negotiations are o f particular significance for the 
other EFTA  countries. The U nited Kingdom on her side made it clear 
from  the beginning th a t her accession to  the Com munity presupposes 
satisfactory arrangements to  meet the special interests, inter alia, o f her 
EFTA  partners.

In  the exam ination o f their com m on problem s the neutrals have 
found themselves confirmed in  their view tha t neutrality does not con­
stitute an obstacle to  their participation, through association in an appro­
priate form , in the economic integration o f Europe. Their objective is 
to  achieve a  position in the integrated m arket which corresponds to  
their standing as neutral European countries traditionally enjoying close 
links with the present and prospective members o f the EEC. They 
envisage arrangem ents embodying reciprocal rights and  obligations 
which provide no t only for the free movement o f goods within the m arket 
but also for other measures o f economic integration which are covered 
by the Treaty o f Rome.

The solidarity o f the EFTA  countries found fresh expression in the 
close contact which they have m aintained with one another throughout 
the period o f negotiations. The m achinery established from  the outset 
for this purpose is proving increasingly valuable as more countries 
become engaged in negotiations.

In  December, 1961 President Kennedy announced the United States’ 
G overnm ent’s new trade policy which is presently being debated in the 
Congress. The EFTA  countries welcome this imaginative and construc­
tive initiative which—while no substitute for European integration of 
the kind which all o f  the European countries desire—can be o f positive 
assistance towards the freeing o f world trade.

As stated in the London Com m unique the EFTA  countries consider 
it essential to m aintain the m om entum  towards integration within the 
Association during the period o f negotiations between the M ember 
States and the European Economic Com m unity. Their efforts towards 
this objeetive have been most successful, notably as regards the accelera­
tion o f the timetable o f tariff reductions. W hen the EFTA  countries 
decided to seek arrangem ents with the Com m unity in July, 1961, the 
second tariff reduction within the Association had just been put into 
effect, thereby reducing tariffs by 30 per cent below the level applying
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on the date o f the coming into force o f the Stockholm Convention about 
one year earlier. A few m onths later the decision was taken to bring 
forward to  1962 the next tariff reduction o f a further 10 per cent which 
was to take place on 1st July, 1963. A t their meeting in Copenhagen 
in June, 1962, M inisters decided to  bring forward to 31st O ctober, 1962 
the next tariff reduction o f 10 per cent originally foreseen for 1st January, 
1965; in two M ember countries this step will be put into effect some 
months later. Tariffs between EFTA  countries will then be only half 
o f what they were when the Association started two years ago, and the 
im plem entation o f the original tim etable o f tariff reductions will have 
been advanced by nearly two years. This rapid dismantling o f tariff 
barriers has not given rise to invocation o f any o f the safeguards con­
tained in the Stockholm Convention against difficulties in particular 
sectors.

The Stockholm  Convention in  addition provides for the gradual 
abolition of obstacles to trade other than tariffs. The EFTA countries 
have gone beyond the obligations contained in the Convention concern­
ing the progressive elimination o f quantitative im port restrictions. Ex­
port duties and export restrictions were duly abolished at the beginning 
o f 1962, in accordance with the Convention.

A nother year’s experience has confirmed the statem ent made in the 
First A nnual Report that the mechanisms o f a free trade area have 
been shown to be workable in practice. The system of origin control 
has continued to work smoothly and effectively, and it has even been 
possible in some respects to simplify the procedures. Both the success 
o f  EFTA  in this field and the progress made towards liberalization of 
trade were stressed at the meetings o f E F T A ’s Consultative Committee, 
which brings together representatives o f the main economic sectors in 
the M em ber States.

Article 25 o f the Stockholm Convention provides that the Council 
shall keep the provisions on trade in agricultural goods under review 
and once a year consider the development o f trade in agricultural goods 
within the area o f the Association. The Council accordingly initiated 
such a review in the spring o f 1961 and a considerable am ount of infor­
m ation on developments in agricultural trade between the Member 
States was collected and analyzed. The EFTA  countries agreed that it 
was inappropriate to contem plate far-reaching changes in the existing 
agricultural arrangem ents at the very moment when the two countries 
most affected by trade in agricultural goods, the United Kingdom and 
Denm ark, were both negotiating with the Com m unity on this subject. 
The EFTA  countries did, however, decide that certain items should be 
removed from the list o f agricultural goods and so enjoy the same tariff 
reductions as industrial goods, and an additional bilateral agreement 
with the object o f facilitating trade in agricultural products has been 
made within the fram ework o f the Stockholm Convention.



The Convention also provides for an exam ination o f  the arrange­
ments within the Association relating to  trade in fish and other marine 
products. During the year such an exam ination was made by a group 
o f experts and their findings were subm itted to  the Council for conside­
ration. For reasons similar to  those in the case o f trade in agricultural 
goods, the Council decided to  postpone further action for the time 
being. Both questions will be reconsidered should this be requested by 
any M em ber country.

At the beginning o f E FT A ’s second year the Association Agreement 
with Finland came into force and has now functioned successfully for 
12 m onths. Although she started a year later, Finland has been able 
to  catch up with the EFTA  countries in the process o f dismantling trade 
barriers, and has now assumed substantially the same obligations in 
relation to the greater part o f her trade with the EFTA  countries. The 
EFTA  countries have for their part extended to  Finland the benefits which 
they grant to one another. The institutional arrangem ents made under 
the Association Agreement have been working well.
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PA RT II

INTERNAL ACTIVITIES OF THE ASSOCIATION

During the year under review the progressive and accelerated reduc­
tions o f  tariffs and the further relaxation o f quantitative im port restric­
tions within EFTA  have been assimilated w ithout difficulty by the various 
industries in the M ember countries. Since the beginning o f July last year 
the operative rates o f  customs duty on EFTA  trade have been 30 per cent 
below the original starting point in all M ember countries. A further cut 
o f 10 per cent, making a total o f 40 per cent in less than two years, was 
made at the beginning o f M arch, 1962 and a decision to  reduce duties 
by another 10 per cent was taken in June, 1962. Thus from the beginning 
o f 1963 intra-EFTA  tariff rates will be only half what they were before 
the Association came into being in 1960.

The origin system, which forms the basis o f entitlement to the reduced 
rates o f duty, has continued to function smoothly to  the general satis­
faction of all concerned. C ertain m inor changes in the details o f  the 
origin system were made during the year and are described in the A ppen­
dix.

Lowering Barriers to Trade

The third round of tariff reductions, which was due under the ori­
ginal timetable to take place on 1st July, 1963, was brought forward 
by a decision o f the Council to  1st M arch, 1962, (Decision No. 22/1961). 
This reduction, which was o f 10 per cent o f the basic duties, brought 
the total am ount by which tariffs have been reduced within EFTA to 
40 per cent.

A ustria and Norway were authorized to delay the reduction until not 
later than  1st September, 1962. In fact A ustria made the reduction on 
1st July, 1962 and Norway will do so on 1st September. D enm ark was 
authorized to  withhold the reduction for a lim ited range o f goods for 
which she is seeking a decalage arrangem ent in negotiations with the 
EEC.

By a decision o f the Council on 22nd June, 1962 (Decision N o. 11/ 
1962) the fourth round o f tariff reductions was brought forward from 
1st January, 1965 to  31st O ctober, 1962.; in the case o f two countries 
the reduction will enter into force a few m onths later.
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A ustria and N orw ay were authorized to  delay the reduction to 31st 
December, 1962 and a date not later than  30th April, 1963, respectively. 
The D anish decalage arrangem ent was also prolonged.

A further 10 p ercen t reduction was also applied on 1st M arch, 1962 to 
the protective element in those revenue duties which the M em ber States 
concerned have elected to  deal with by successive reductions corres­
ponding to  those applicable to tariffs generally.

W hen the decision on the third round o f tariff reductions was taken, the 
Council also decided that two items should no longer be included in the 
list o f agricultural goods (Decision N o. 23/1961). These goods accordingly 
now benefit from  EFTA  tariff reductions. A description o f them is 
given in  the A ppendix.

New increased global quotas were introduced on 1st July, 1962 
in accordance with the requirem ent in Article 10 o f the Convention. 
A W orking Party which met from  4th to 7th June, 1962 to  examine the 
new quota program m es found tha t the increases in the quotas over those 
in force during 1961/62 conform ed to, and in m ost cases exceeded, the 
prescribed m inimum o f 20 per cent o f  the basic quota  as previously 
increased. A num ber o f  quotas were elim inated entirely, and others were 
narrow ed in scope.

In accordance with Article 6 o f  the Convention any protective element 
in internal taxes or o ther internal charges had to  be elim inated by 1st 
January, 1962. By the same date, under Articles 8 and 11, export duties 
and quantitative restrictions on goods exported from  one M em ber State 
to  another had to be abolished. M em ber States have inform ed the 
Council o f  the action they have taken in accordance with these require­
ments and an exam ination o f this inform ation is in progress in a working 
party.

Drawback

Following a further study o f the provisions which should be applied 
to  deal with draw back during the transitional period the Council decided 
that until the EFTA  reduction o f tariffs reaches 50 per cent o f  the basic 
duties, or until 1st January, 1964, whichever is the later, M em ber States 
shall not refuse to  accept goods as eligible for Area tariff treatm ent on 
the ground that they benefit from  draw back (Decision N o. 19/1961).

The provisions to  be applied for the rem ainder o f  the transitional 
period will be considered in due time. A t least twelve m on ths’ notice 
will be given o f  any provision perm itting M em ber States to  refuse Area 
tariff treatm ent to  goods on the ground tha t they benefit from  drawback.

Hallmarking

A group o f experts met on 19th and 20th Septem ber, 1961, to  examine 
the effects o f  national hallm arking regulations on in tra-E FT A  trade in 
goods m ade o f  precious m etals, and reported  to  the Council. The Council
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has invited M em ber States to  supply additional inform ation with a view 
to further study o f  this question.

Agriculture, Fish and other Marine Products

In these sectors the objective o f the A ssociation is to  facilitate an ex­
pansion o f  trade thereby providing reasonable reciprocity to M ember 
States whose economies are largely dependent on exports o f these p ro ­
ducts. In preparation  for the exam ination o f  trade in agricultural and 
fishery goods provided for in the Convention, the Secretariat has collected 
statistical and other inform ation analyzing the trade o f the EFTA 
countries in these products. A W orking G roup o f Fishery Experts met 
in Geneva in January, 1962 to  examine the arrangem ents relating to trade 
in m arine products.

These reviews were put in hand before M em ber States decided to 
start negotiations with the EEC. In the new situation the Council decided 
that it was prem ature to contem plate m ore far-reaching arrangem ents 
than those existing and the Council therefore decided to  postpone 
action in these fields for the time being. However, any M em ber State 
can request that the reviews be taken up again if and when it considers it 
appropriate to  do so.

The time limit provided for the establishm ent o f rules for the gradual 
abolition o f subsidized exports o f agricultural products detrim ental to 
o ther M em ber States is extended to  1st July, 1963.

Bilateral agricultural agreements are envisaged in the Conven­
tion to facilitate an expansion o f trade in these products. During 
E F T A 's first year a num ber o f  such agreem ents were concluded. On 
22nd February, 1962 Portugal and Switzerland agreed on a Protocol 
under the relevant article o f  the C onvention (Article 23).
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ORGANIZATION O F EFTA

The Council

The governing body o f the Association is the Council composed of 
representatives o f the M ember States. It meets at regular intervals 
—generally once a week—at the level o f officials, i.e., the heads o f the 
perm anent Delegations in Geneva. The perm anent working group of 
Deputies also meets regularly to prepare the Council meetings.

A t M inisterial level the Council held two meetings in Geneva during 
the last six m onths o f 1961, one on 28th July, 1961 and the other on 
20th-21st November, 1961. During the first six m onths o f 1962 Ministers 
met in Geneva (2nd M arch, 1962) and Copenhagen (21st-22nd June, 
1962).

The Austrian representative held the Chair from 1st July, 1961 and 
the D anish representative from 1st January, 1962.

Consultative Committee

The Consultative Committee provides a link between the executive 
organs o f the Association and leading personalities representing different 
sectors o f economic life, including labour, in the M ember States. The 
members are appointed by Governments. The first meeting was held in 
London in May, 1961; the second in Vienna on 5th-6th December, 1961 
and the third in Copenhagen on 24th-25th May, 1962.

Technical Committees

The Customs Committee. The Customs Committee acts as a forum 
for com paring the views and experiences of adm inistrations on the 
practical application o f the Convention provisions concerning Area tariff 
treatm ent and origin. The Committee held three meetings during the 
period under review.

The Committee o f  Trade Experts. The technical problems o f operating 
the trade provisions o f the Convention, other than questions o f customs 
adm inistration, are dealt with by this Committee. It met three times 
during the period.

The two committees have discussed and found solutions to a number 
o f  practical administrative problems in connection with customs treat­
m ent, in particular the origin system.

15



The Budget Committee. The Budget Committee held two meetings 
during the year.

The budget for the financial year 1962/63 has been established at an 
am ount o f S.Fr. 3,087.845. The scale o f contributions has not been 
changed. It is determined by reference to M ember States’ gross national 
product at factor cost, no M ember being required to contribute more 
than 30 per cent of the expenses of the Association. 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), A ustria (9.5 per cent), Norway (8 per cent), and 
Portugal (4 per cent).

A d hoc Working Groups. D uring the year the following ad hoe 
working groups met in Geneva.

— G roup o f Experts on Flallmarking
— G roup o f Experts reviewing the qualifying processes permitting 

the use o f non-Area wool tops in the m anufacture o f  yarn
— W orking G roup o f Fishery Experts
— W orking Party on Quantitative Im port Restrictions
— W orking Party on Export Duties, Quantitative Export Restrictions 

and Internal Taxes
— W orking Party for the annual review o f Im port Quotas 

The Secretariat

The perm anent secretaiiat in Geneva is headed by M r. Frank E. 
Figgures, Secretary-General, M r. K nut H am m arskjold, Deputy Secret­
ary-General and Mr. Charles Muller, Assistant Secretary-General. There 
are 47 other staff members, about half o f them  in professional grades.

The Secretariat is organized in five departm ents:
(i) Trade Policy Departm ent

(ii) General and Legal Departm ent
(iii) Economic D epartm ent
(iv) Press and Inform ation D epartm ent
(v) Adm inistration and Finance D epartm ent

As part of the Press and Inform ation Departm ent, the Secretariat 
maintains an Inform ation Office in W ashington, D.C.
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RELATIONS W ITH  O TH ER  O RG A NIZATIONS

EFTA  has continued its relations with a num ber o f other inter­
governmental organizations, including the O ECD , GATT, the Council 
o f Europe, the International M onetary Fund, the Regional Economic 
Commissions o f the United Nations, the Customs Cooperation Council, 
the Pan-American U nion and the Latin-Am erican Free Trade Area. 
Contact is m aintained by exchange of inform ation and attendance by 
EFTA  observers where necessary.

GATT

Observers from the Secretariat attended the 19th Session of the 
Contracting Parties to the G A TT from 13th November to 9th December, 
1961, and the meeting of Ministers from 27th to 30th November, 1961. 
They also attended the meetings o f the GATT Council and certain 
GATT working parties.

A report on the im plem entation of the Stockholm Convention was 
submitted to  the C ontracting Parties at their 19th Session by the Chairman 
of the EFTA Council at official level. The C ontracting Parties were 
particularly interested in the bilateral agricultural agreements between 
the EFTA  countries.

The Council o f Europe

E FT A ’s first A nnual Report was submitted to the Council of Europe. 
The Economic Committee o f the Consultative Assembly discussed the 
report in Paris on 7th September, 1961. The Secretary-General of EFTA 
participated in the discussion and commented on the Report and develop­
ments since its publication. The then Chairm an o f the Ministerial Coun­
cil, the A ustrian Foreign M inister, D r. Kreisky, presented the Report to 
the Consultative Assembly on 27th September. In this connection the 
Consultative Assembly welcomed the decision o f the EFTA Member 
States to  try to arrive at a solution to  the integration problems in Europe 
by applying for negotiations with the European Economic Community 
for either membership or association. Representatives o f the Secretariat 
were present at the first part of the 14th Ordinary Session of the Con­
sultative Assembly from 15th to  18 th  May, 1962 when adiscussion of the
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special problem s o f the neutral M em ber States o f E FTA  took place on 
the basis o f  a repo rt by M r. M aurice M acm illan, M . P.

OECD

The O E C D  rules o f  procedure include a provision tha t the Secretary- 
G eneral o f  E FTA  or his representatives may attend meetings o f  O ECD  
bodies. The Secretary-G eneral was present a t the first meeting o f  the 
O EC D  Council a t M inisterial level which took  place on 16th and 17th 
N ovem ber, 1961. O ther E FTA  officials have attended the meetings o f 
the Econom ic Policy Com m ittee and the T rade Com m ittee.
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PA R T  III

ECONOM IC DEVELOPM ENTS IN EFTA 1961-62

W ithin EFTA  progress in the developm ent o f the dom estic economies 
was broadly in line w ith the general trend experienced in W estern Europe 
as a whole. It m ust be rem em bered th a t the dom inant feature o f the 
economic situation  in W estern Europe in 1961 was the m arked slowing 
down in the rate o f  expansion o f to ta l ou tpu t during the year; there was, 
however, a  slight up tu rn  in  the last quarter. In the m ajority o f  cases the 
rate o f grow th o f  to tal ou tpu t was either constan t o r declined moderately 
com pared with 1960 (see Table I). Only in  Sweden was expansion 
m ore rapid in 1961 than  a year earlier. In  all the industrialized countries 
o f the A ssociation, this slower grow th reflected the slackening in the 
rate o f  expansion o f  industrial production , although agricultural ou tput 
also rose less fast. In  Sweden the expansion o f  ou tpu t in  the agricultural 
and service sectors was especially strong and this m ore th an  offset the 
slackening pace o f  grow th o f production  in industry and  forestry.

Growth o f Output

G ains in the gross national p roduct o f  individual E FT A  countries, 
m easured in real term s, ranged from  ju st over 2 per cent to  about 6 per 
cent. A lthough m any o f the increases in national ou tpu t o f  goods and 
services were m oderately sm aller in 1961 com pared w ith a  year earlier, 
the tem po o f the current E uropean boom  rem ained vigorous. It seems 
probable, m oreover, tha t the pace o f advance this year will not be slower 
than in 1961 and may well exceed last year’s rate, particularly  in the case 
o f the U nited K ingdom . The following table shows annual grow th rates 
for all E FT A  countries and Finland in the past three years. The figures 
for 1961 are still provisional.
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TABLE I

RATES OF GROWTH IN EFTA MEMBER STATES AND FINLAND

(Percentage gain in volume on previous year)

Country Period Gross National 
Product

1959 3.8
Austria 1960 8.4

1961 5.0

1959 5.2
Denmark 1960 6.6

1961 4.6

1959 6.4
Finland 1960 9.6

1961 7.2

1959 4.7
N orway 1960 6.1

1961 5.8

1959 4.5
Portugal 1960 4.8

1961* 4.8

1959 5.1
Sweden 1960 3.7

1961 5.9

1959 4.7
Switzerland 1960 6.0

1961* 6.0

1959 2.9
United Kingdom I960 4.2

1961 2.3

* Estimate.
Sources: Economic Commission for Europe and various national sources.
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Industrial Production

The developm ent o f  industrial production  in EFTA  and Finland is 
shown in Table II below:

TABLE II

INDEX NUM BERS OF INDUSTRIAL PRODUCTION  
IN EFTA MEMBER STATES AND FINLAND

(1953 =  100)

Monthly Average

1959 1960 1961

Percentag 
the prev

1960

,e gain on 
ous year

1961

E F T A 125-0 134-0 136/*) 7 .2 /) 1.5*)

Austria °) 163 180 187 10.4 3.9

Denmark 135 142 ..* ) 5.2 . . * )
N orway 137 147 158 7.3 7.5

Portugal 155 172 1780 11.0 8 .10

Sweden 127 135 142 6.3 5.2

Switzerland d) — — — — —

U nited Kingdom 120 129 130 7.5 0.8

Finland 0 107 120 129 12.1 7.5

EEC
United States

153
116

171
119

182
120

11.8
2.6

6.4
0.8

0  Base: 1956 =  100
0  Publication of this index ceased in January, 1961, pending revision of the series.
0  January-September only.
d) N o index of industrial production is compiled.
*) Base: 1958 =  100.
/ )  Not including Switzerland.
g) Not including Switzerland and Denmark.

In 1961 in particular it is likely th a t the rise in industrial production 
for EFTA  as a whole was greater than  indicated by the figure given in 
Table II. From  present evidence it can be safely asserted tha t Swiss indu­
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strial production again rose strongly in 1961 and probably as rapidly as 
in  the previous year. The gain in Denm ark is also likely to have been 
substantial.

Recent Economic Trends

The economic situation in m ost EFTA  countries during the past 
twelve m onths was characterized by strong demand pressures at home 
often accompanied by rising costs and prices and in some cases by a 
deterioration in the balance o f payments. Both total and industrial 
em ploym ent were appreciably higher in 1961 than a year earlier and some 
M em ber countries again experienced labour shortages.

In Austria the strain on resources began to ease in the second half of 
last year and while the expansion o f economic activity is likely to continue 
in  1962, the indications are that it will do so more slowly than in the last 
tw o years. Industrial production in the first quarter o f 1962 was rising 
a t an annual rate o f 2-3 per cent. Wages and salaries on average went up 
by 8-10 per cent duiing 1961, but productivity rose only 4 per cent in 
the same period. Since the beginning o f this year price and wage develop­
ments have been much more favourable, largely owing to the credit and 
other m onetary measures taken by the Federal Governm ent in co­
operation with the N ational Bank.

D em and for consumer goods remains brisk and the level o f  exports 
continues high. A ustria’s trade with her EFTA  partners has again risen 
m ore strongly than the total. The share o f these countries in A ustria’s 
im ports rose from 11.7 per cent in 1959 to  12.7 per cent in 1961; over 
the same period A ustria’s exports to  them  increased from 11.6 per cent 
to  14.4 per cent o f  the total. In contrast to the year before the A ustrian 
overall balance o f payments in 1961 again showed a substantial surplus.

Since the war the Danish Governm ent has frequently had to  curb the 
expansionary process in order to  protect the balance o f payments. 
After five years o f  surplus on current account, the balance o f payments 
situation deteriorated somewhat in 1960 despite a substantial rise in ex­
ports. The small current deficit o f  1960 grew considerably larger in the 
following year and as a result the authorities were once again obliged to 
take certain steps necessary to safeguard the foreign exchange reserves.

The boom in D enm ark is now in its fourth year. The gross national 
product in 1961, as in the three previous years, rose by close to 5 per cent 
in real terms. The expansion has been carried forward by rapidly in­
creasing investment in m anufacturing industry and the strong and con­
tinuous rise in building activity. Agricultural output was also higher last 
year. In addition there has been a steady growth o f industrial exports 
and consum er expenditure. Last year the symptoms o f inflation became 
much m ore marked. Labour was short in all sectors and average wages in 
the m anufacturing and construction industries are estimated to  have 
risen 12-13 per cent in 1961, com pared with 7 per cent in 1960 and 8 per 
cent in 1959. To meet this situation credit restrictions have been re-intro­
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duced and to  restrain demand a general sales tax and measures to 
control building activity have been brought in.

The striking features of the foreign trade situation in 1961 were a 
modest rise in the trade deficit and the increasingly pronounced change 
in the structure o f D anish exports. A t the beginning o f  the last decade 
industrial products accounted for only one third o f total exports, bu t last 
year they became predom inant. Total exports were 3 per cent higher in 
1961 compared with an increase o f 7 per cent in 1960. Im ports rose only 
4 per cent last year against 13 per cent a year earlier.

Somewhat contradictory tendencies seem to have appeared in the 
Norwegian economy during the past twelve m onths. On the one hand, 
foreign dem and has fallen off and this is reflected in the trade and 
production figures. Particularly in the tim ber processing industry both 
demand and employment have declined. A t the same time expansion 
has proceeded in other sectors. R ound about the beginning o f the year 
the rate o f increase in home dem and began to  gather speed again. 
Industrial production is rising and almost the whole o f  the increase is 
due to bigger orders for the home m arket; output in the export industries 
in the first quarter this year was lower than in the same period last year. 
Higher output in the investment goods industries, increased building 
activity and a 16 per cent rise between the first quarter o f 1961 and  the 
corresponding period a year later in im ports o f machinery indicate that 
investment is still on the increase.

W ith the dem and for labour continuing at a high level the Norwegian 
wage bill increased by just over 9 per cent in 1961. In the period 1956-61, 
wages rose by nearly 39 per cent and the upward trend has persisted this 
year. The consumer price index rose by 2*/2 per cent in 1961.

Expansive factors in the internal economy are still giving strong 
impulses to a rise in total demand, production and im ports. A t the same 
time, falling demand for certain im portant Norwegian exports and 
unsatisfactory results in fishing have created difficulties for m any trad i­
tional export industries. The increase in internal demand is concentrated 
on investments, especially investments in machinery and transport 
equipment. The latest figures for building activity also show an upward 
trend. Dem and for consumer goods is still rising but as in the second 
half of last year the rate o f increase in the first few m onths o f 1962 was 
m oderate. The Norwegian Governm ent believes tha t industry will 
continue to  contribute most to  rapid economic growth.

The Portuguese economy in 1961 made considerable gains, mainly 
because of favourable developments in m anufacturing industry and in 
the electricity supply and transport sectors. A gricultural ou tpu t last 
year was only slightly higher than in 1960. On the external side, the 
balance of trade worsened significantly, with im ports nearly 20 per cent 
higher and exports only 1 per cent more than in 1960. This trend is con­
tinuing but at a more m oderate pace. Im ports in the first two m onths 
o f 1962 went up 7 per cent and exports 3 per cent. There has been no 
change in the consumer price index; slightly lower food prices were offset
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by a rise in o ther prices. Em ploym ent is high and seasonal labour short­
ages on the land are reported  from some regions.

The gold and foreign exchange holdings o f  Portugal are rising again 
after reaching their lowest level for some years in the th ird  quarter of 
1961. The increase in im ports and the relative stagnation in exports 
resulted in an  external trade deficit last year o f  over $ 300 million, an 
increase o f  alm ost 48 per cent over the deficit at the end o f 1960.

F or the Swedish econom y 1961 was another buoyant year. Productive 
capacity was used to  the full and em ploym ent was at a higher level than 
in any previous post-w ar year. The real increase o f the Swedish gross 
national product in 1961 was approxim ately 6 per cent.

In contrast w ith the previous tw o years, the rise in exports tapered off 
and the private investm ent boom  showed signs o f  slackening, although 
housebuilding activity, which enjoys very high priority  in the G overn­
m en t’s econom ic and social policy, continued to  increase a t a fast rate. 
Industrial ou tpu t rose ra ther less than  building activity (up 5 per cent) 
and agricultural production  was at least 6 per cent higher than  a year 
earlier. As previously, the m ost rapid growth o f all was in the service 
industries. This is reflected in the sharp increase in private consum ption, 
which last year rose abou t 6 per cent.

A lthough to ta l hourly labour costs increased by ano ther 9 per cent 
in 1961, the rise in prices was m uch m ore m oderate (about 2 per cent). 
M oreover, by means o f restrictive budgetary and m onetary policies the 
Swedish G overnm ent has m anaged to  contain  the inflationary pressures 
accom panying the current expansionary phase.

The Swiss econom y has been running very close to  the limits of 
capacity and official circles consider that the boom  has entered a difficult 
phase. The clearest evidence o f  the pressure on resources is shown by 
the increase in the num beis employed in industry and the building trade. 
C om pared with a year earlier em ploym ent in Swiss industry in the final 
quarter o f 1961 was 6.3 per cent higher and in the building and construc­
tion industry was nearly 7 per cent m ore. It is now estim ated th a t one 
in four o f  wage and salary earners in Switzerland are foreign workers. 
Further evidence o f pressure on the econom y is provided by the rise of 
m ore than  4 per cent in the index o f  consum er prices last year; this is 
equivalent to  the whole increase in the five preceding years. The increase, 
moreover, was alm ost entirely the result o f  higher domestic prices, 
im port prices having risen only very little during the period.

A notable feature on the external side last year was the record trade 
deficit am ounting to  m ore than  S. Fr. 2,800 million. This was 
S. Fr. 1,300 million m ore than  in 1960 and exceeded the previous highest 
adverse balance by S. Fr. 1,100 million. Substantially higher im ports 
o f  consum er goods as well as semi-finished and finished m anufactured 
products were responsible for the increase in the trade deficit. O n all 
current account transactions taken  together there was a deficit o f  S. Fr. 
900 million.
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For the British economy 1961 was another troublesom e year. The 
series o f m easures taken in July to deal with a weak balance o f payments 
position and increasing dem and pressures a t home while exports failed 
to  show any significant tendency to  rise, have clearly proved effective. 
Pressure o f dem and slackened between July and the end o f  last year. 
Personal spending fell and there was a net reduction in the hire purchase 
debt and in personal bank advances. Home m arket prices continued to 
rise, partly because o f the increase in indirect taxes introduced in July 
and partly because o f the rise in  costs which had already taken place. 
C urrent expenditure by the central governm ent and local authorities 
continued upw ards and investm ent in fixed assets reached a peak in the 
third quarter, bu t fell a little in the fourth. Stockbuilding was appreciably 
lower than  in 1960.

W ith a rise in the general level o f  econom ic activity during the first 
ha lf of last year and a rapid increase in  wage rates the wage and salary 
bill rose by abou t 5 per cent between the fourth  quarter o f  1960 and the 
second quarter o f  1961. In the second half o f  the year, partly as a result 
o f  the declared policy o f  the G overnm ent calling for a wage and salary 
pause, the wage and salary bill increased by only 1 per cent.

The rise in prices last year was again considerable. Between the fourth 
quarter o f 1960 and the corresponding period a year later the index o f 
retail prices rose 4%  per cent. Wage increases, additional indirect taxes 
and the relative shortage o f some kinds o f hom e-grown food in the second 
half o f the year largely accounted for the rise in consum er prices.

If all goes well 1961 may prove to  have been a decisive turning point 
in the developm ent o f  the United K ingdom  economy. The key to the 
situation is a substantial increase in  exports and the outlook in this 
regard seems to  be good. The trend in exports has been upw ards since 
about the beginning o f this year. M erchandise exports m ight be 4-5 per 
cent higher than  last year. Exports to  W estern Europe continue to  do 
well and there are signs o f  a recovery in exports to  the Sterling Area. A 
substantial im provem ent in the balance o f paym ents on current account 
is forecast for this year.

Taken together these changes resulted in total industrial production 
rising only a little over 1 per cent in 1961 as a whole. If  exports continue 
their upw ard m ovem ent and w ith the expected small rise in total invest­
ment, and increases o f  about 3 per cent in G overnm ent current expendi­
ture and 4 per cent in personal consum ption, total ou tpu t in British 
industry should expand faster this year than  last.

The perform ance o f the Finnish econom y last year was again highly 
satisfactory. The gross national product measured in real term s was 
over 7 per cent greater than  in 1960. It seems, however, reasonably 
clear that in the course o f 1961, the Finnish boom  gradually approached 
its peak and tha t the rate o f  econom ic grow th is now slowing down. The 
absence o f any inflationary tendencies last year is especially noteworthy, 
the m ore so as it was the third successive year in the current boom . The 
price level rem ained alm ost unchanged throughout 1961, but this favour­
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able trend  has no t continued this year. There are now definite signs o f 
inflationary pressure, w ith consum er prices having risen appreciably in 
the first four m onths o f  1962. A Finnish G overnm ent Com m ittee 
charged w ith the duty o f  watching price m ovem ents has recently decreed 
price stops fo r a  small num ber o f  essential com m odities.

The good overall result for 1961 was largely due to  the continued 
high level o f  activity in the industrial, building and forestry sectors 
o f  the economy. The volum e o f  to ta l industrial production  (including 
ou tpu t o f  the m ining and  energy supply industries) last year was m ore 
th an  7 per cent higher th an  in  1960. Since industrial production  rose 
strongly in  1960 (up 14 per cent on  a year earlier), last year’s result was 
still impressive. The m ain reason fo r the change in  the rate o f  advance 
between 1960 and  1961 was the slower rate  o f  increase in ou tput o f 
capital goods as several expansion projects, particularly  in  the w ood­
w orking industry began to  near com pletion.

In  m anufacturing industry the increase in production was again 
abou t 6 per cent w ith variations ranging from — 5 to +  15 per cent for 
individual industries. In the paper industry, chemical pulp production  
was 15 per cent greater last year com pared with 1960. The to tal o f 
about 2.8 million tons was double the 1958 figure. N ew sprint produc­
tion  grew by 20 per cent last year and the ou tpu t o f  o ther kinds o f 
paper increased substantially faster.

O utput in  the m etal-using industry, which now  accounts fo r well 
over a  quarter o f  F in land ’s m anufacturing industry, rose 6 per cent 
in 1961. Building activity continued strongly and the volume o f com ­
pletions was about 10 per cent higher than in 1960. The building boom  
was to  some extent stim ulated by certain technical tax  reliefs.

Agricultural ou tpu t despite the lower quality  o f the 1961 harvest 
and  slightly reduced quantity , was o f  record size.

Im ports were 10 per cent higher in  the first quarter o f this year 
com pared with the corresponding period o f  1961. A lthough exports 
have also risen, the trade gap has widened. Buoyant export dem and for 
tim ber was largely responsible for the 8 per cent rise in the volume o f 
tim ber cut in the first seven m onths o f  the 1961/62 felling season which 
began last June.
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EFTA’S TRADE IN  1961/62

As one o f the largest trad ing  areas in  the w orld, counting am ong its 
members m any countries which are heavily dependent on foreign trade 
for their prosperity, E FTA  is vitally affected by the rate o f  grow th o f 
in ternational trade. A lthough w orld trade increased less rapidly in 
1961 than  during the previous year, trade between industrial countries, 
particularly  those in W estern Europe expanded at abou t double the 
rate o f  world trade.

In  con trast to  the contraction  o f  dem and in the prim ary producing 
countries, due to  lower sales o f  their products abroad , m arkets in the 
m ajor industrial countries were com paratively buoyant.

This developm ent is strongly reflected in the expansion o f  bo th  intra- 
E FT A  trade and  E FTA  trade with the EEC which increased in each 
case by abou t 10 per cent. Also E F T A ’s to ta l exports in  1961 rose at 
a  faster pace th an  world exports generally.

The increase in  to ta l E FTA  exports, however, was only about half 
as great as the gain m ade in in tra-E FT A  trade, trade between the M em ­
ber countries growing substantially faster than  E FT A  shipm ents to  the 
rest o f the w orld (i.e., to ta l exports less in tra-trade). In  1961 the rate 
o f  increase in in tra-E FT A  trade was 9.6 per cent com pared with a rise 
o f  4.2 per cent in  E FT A  exports to th ird  countries.

W ithin E FTA , m ovem ents in U nited K ingdom  trade, because o f 
their large weight in the to tal, tend to  m ask the changes in the trade of 
the o ther M em ber countries, all o f  whom  increased their im ports from  
their partners by substantial am ounts in 1961.

M ost o f  these developm ents are, o f  course, in line w ith w hat was 
expected to  follow from  the greater trading opportunities opened up by 
the establishm ent o f EFTA . N ot unnaturally , also, a recent com m odity 
analysis o f  in tra-E FT A  trade, shows clearly tha t trade in  the goods 
covered by the Stockholm  Convention has expanded m uch m ore rapidly 
than  trade in all com m odities com bined. In  some cases, mostly products 
o f  the engineering industry, the increases are particularly striking.

EFTA’s World Trade

Total exports o f the EFT A  countries m ake up one-seventh o f world 
trade and im ports form  an even larger p roportion . In 1961, EFTA  
exports am ounted to  $19.5 billion, i.e., $1 billion, o r 5.2 per cent above
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the level of 1960. United States exports in 1961 am ounted to $20.6 
billion and EEC exports to $32.3 billion. The to ta l value o f the im ports 
o f  the M em ber countries in 1961 was $23.5 billion; United States im ports 
in the same period am ounted to  $14.4 billion and EEC im ports to  $32.2 
billion.

Direction o f  E F T A 's Total Trade

E X P O R T S  IM P O R T S

E aste rn  
E u ro p e  (3 .9% )

R est o f  the  
W o rld  (7 .1 % )

A u stra lia  
N ew  Z eelan d  
an d  C a n a d a

R est o f  the  
W o rld  (5.6

A u s tra lia  
N ew  Z eeland  
an d  C a n a d a

C en tra l an d  
A m erica  (6 .3 % )

E astern
E u ro p e  (4 .2 % )

(8 .8 % ) C e n tra l an d
A m erica  (6 .5 % )

E F T A ’s largest m arket is in Europe. In tra-E FT A  trade and trade 
with the EEC countries in 1961 accounted for alm ost ha lf o f  E F T A ’s 
to ta l trade. 25 per cent o f  all exports in 1961 went to  EEC countries 
while 20 per cent was internal E FT A  exports. 30 per cent o f  all 
im ports came from  the EEC.

The dependence on foreign trade o f  the EFTA  countries is clearly 
dem onstrated by the very high value o f  in ternational trade on a per 
capita basis: E F T A ’s per capita exports in 1961 am ounted to  $214, as 
com paied with $189 for the EEC and $112 for the United States.

E F T A ’s per capita  im ports in 1961 were $259 com pared with $78 in 
the case o f the U nited States and $188 in the case o f the EEC.

Balance o f Trade

All E FTA  countries are traditionally  net im porters. This reveals 
the im portance o f EFTA  as a m arket for o ther E uropean and overseas 
suppliers. The im port surpluses are balanced by high tourist incomes
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(A ustria, Switzerland) by shipping returns (N orw ay, United Kingdom) 
and  by other current account receipts. The im port surplus in E F T A ’s 
overall balance o f  trade fell from  $4.55 billion in 1960 to $4.04 billion 
in 1961, m ainly due to  the reduction o f  the U nited K ingdom  im port 
surplus from $2.46 billion in 1960 to  $1.56 billion in 1961. O f the to tal 
im port surplus about $2.22 billion represented the im port surplus in 
trade with the EEC and $0.90 billion th a t in trade with the United 
States.

EFTA’s Balance of Trade with the World

Billion 
U.S. S

Exports as a Percentage 
of Imports

1960 1961 1960 1961

Austria —0.30 —0.28 79.1 81.0
Denmark —0.33 —0.35 81.5 81.2
Norway —0.58 —0.69 60.2 57.6
Portugal —0.22 —0.32 59.9 49.7
Sweden —0.31 — 0.18 89.2 93.7
Switzerland —0.35 — 0.65 84.3 75.8
U nited K ingdom — 2.46 — 1.56 80.7 87.3

EFT A —4.55 — 4.04 80.3 82.9

Imports c.i.f., Exports f.o.b.

E F T A ’s total exports rose a t a higher rate in 1961 than  im ports, 
particularly in the United Kingdom , Sweden and A ustria. Generally, 
both  exports and im ports increased at a lower rate than  in 1960. Ex­
ports rose by 5.2 per cent as com pared with a rise o f  9 per cent in 1960. 
Im ports rose by 2 per cent in 1961 as com pared with 15.3 per cent in
1960.

Exports o f M ember countries expanded m ore in the second half of
1961 than  in the first. Im ports, on the o ther hand, rose m ore in the 
first ha lf than  in the second, and increased again in the first quarter o f
1962 at nearly the same rate as exports.
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EXPA NSIO N  O F TOTAL EFTA TRADE  
Percentage Increases in E FT A ’s World Trade

Exports Imports

1960 on 
1959

1961 on 
1960

I960 on 
1959

1961 on 
1960

+  16.2 +  7.4 Austria + 2 3 .7 +  4.9
+  6.4 +  3.2 Denmark +  12.6 +  3.6
+  8.7 +  5.6 Norway +  11.0 +  10.6
+  12.7 —  0.4 Portugal +  14.7 +  20.2
+  16.4 +  6.7 Sweden +  19.6 +  1.5
+  11.8 +  8.5 Switzerland +  16.7 +  20.7
+  6.4 +  4.4 United Kingdom +  14.2 —  3.5

+  9.0 +  5.2 EFTA +  15.3 +  2.0

EFTA’S RATE OF TRADE EXPANSIO N
(Percentage change on the corresponding period o f the previous year)

Exports to : World EFTA EEC USA

1st half, 1960 
2nd half 1960

+  12.5 
+  5.8

+  17.3 
+  13.1

+  14.8
+  9.9

+  0.9 
— 18.2

1st half, 1961 
2nd half, 1961

+  4.6  
+  5.9

+  10.9 
+  8.4

+  10.8 
+  12.2

— 22.6 
+  9.8

1st quarter, 1962 +  2.9 +  7.4 +  11.8 + 24 .1

Imports from:

1st half, 1960 
2nd half, 1960

+  18.8 
+  12.1

+  19.7 
+  10.9

+  22.7 
+  12.0

+ 4 6 .4
+ 4 0 .4

1st half, 1961 
2nd half, 1961

+  4.6
—  0.6

+  11.1
+  6.1

+  9.0 
+  8.8

—  1.2 
— 17.9

1st quarter, 1962 +  2.7 +  5.2 +  7.5 —  0.7

30



E F T A ’s exports to  the EEC in 1961 rose by 11.5 per cent. This 
was mainly due to  a vigorous rise in British sales to  the Com m unity 
—especially to  France and Italy. Total U nited Kingdom exports to 
the Com m unity in 1961 rose by 18.6 per cent. The favourable trend in 
the trade between M ember countries and the EEC continued in the first 
quarter o f 1962.

EFTA  exports to  the United States fell considerably in the first half 
of 1961 but rose again in the second half o f the year and expanded 
sharply in the first quarter o f 1962.

EFTA  imports from European sources, including Eastern Europe, 
increased. Im ports from overseas countries generally declined or re­
mained unchanged. This trend is strongly influenced by developments 
in the British foreign trade. It is only in the first quarter o f 1962 that 
im ports from overseas countries have started to rise again.

Commodity Analysis o f Total EFTA Trade

M anufactures, including chemicals, played the m ost im portan t part 
in E F T A ’s trade in 1960. They accounted for alm ost half o f all im ports 
and for three-quarters o f exports. Food, beverages and tobacco account­
ed for 25 per cent o f total im ports; crude m aterials for 17 per cent and 
mineral fuels for 11 per cent. Similar percentages ruled in 1961.

EFTA  imports most o f its food, fuel and basic m aterials from outside 
Europe but quite a large volume o f such goods is supplied by W estern 
European countries. In 1960 EFTA  bought one-fourth o f its crude 
materials from European OECD countries and alm ost one-third o f  its 
requirements o f food, oils, fats and fuels from the same sources. M achi­
nery, transport equipm ent and chemicals were bought alm ost entirely 
from  W estern European and United States sources.

O f E FT A ’s to tal exports o f machinery and transport equipm ent two- 
thirds went overseas and one-third to W estern Europe. Over ha lf o f 
to ta l exports o f chemicals and m anufactured goods other than  m achinery 
and transport equipment were exported to countries outside Europe.

Development in Commodity Trade 

(a) Imports
Im ports o f  beverages and tobacco, chemicals and m anufactured 

goods other than machinery and transport equipm ent rose by an average 
rate of 2 -4  per cent in 1961, com pared with 1960. Im ports o f  food, 
crude materials and oils and fats fell, while im ports o f fuels rem ained 
unchanged. Im ports o f machinery and transport equipm ent on the o ther 
hand increased sharply by 14 per cent.

(b) Exports
Exports o f machinery and transport equipm ent expanded m ore than 

the exports o f other m anufactured goods. Sales o f  these com m odities

31



to  the United States fell bu t increased to  EFTA  countries and the EEC. 
Exports o f chemicals increased by 5.3 per cent.

Intra-EFTA Trade

Trade am ong E FTA  M em ber countries continued to  expand. In 
1961, in tra-E FT A  trade m easured in term s o f exports am ounted to 
S3.8 billion which is about one-fifth o f  E F T A ’s to ta l exports. Intra- 
E FT A  exports were $340 million or 9.6 per cent higher than  in 1960 
(the grow th o f to ta l exports was 5.2 per cent). A ustria  reported the 
highest increase in in tra-E FT A  exports (+ 2 3 .8  per cent).

Percentage Increases in Intra-EFTA Trade

(1961 on a year earlier)

EXPORTS IM PO RTS

23.8% 1 Austria

+  3.3% <□ Denmark

+  4.3% a Norway

+  4.8% a Portugal

+ 10.3% C 1 Sweden

+ 9.6% <__j Switzerland

+ 12.9% < | United Kingdom

+ 9.6% EFTA

+  9.8%  

I >  +  7.0%

2> + '60%
+  40.8%

2 >  +  9.9%

+  27.1 % >

< ] -  °-9 % 

i m i ^  +  8-6 %

The rate o f expansion in in tra-E FT A  trade levelled off as follows:
F irst half, 1960 + 1 7 .3 %
Second half, 1960 + 1 3 .1 %
F irst half, 1961 + 1 0 .9 %
Second half, 1961 + 8 . 4 %
F irst quarter, 1962 +  7.4%

This levelling off is in  line with the general trend in  W estern European 
exports as a whole.
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PERCENTAG E O F EACH M EM BER  C O U N T R Y ’S TO TAL EXPORTS  

G O IN G  TO EFTA C O U N TR IES

1959 1960 1961 1st quarter 
1962

Austria 11.6 12.5 14.4 15.7
Denm ark 40.5 42.6 42.6 44.0
N orway 38.9 43.4 42.9 39.6
Portugal 17.6 20.6 21.7 19.8
Sweden 33.7 34.4 35.5 35.0
Switzerland 15.3 15.9 16.1 17.5
U nited Kingdom 10.4 10.8 11.6 12.2

EFTA 17.9 18.9 19.7 20.2

As the table shows, the Scandinavian countries continued to  have 
the m ost intensive E FTA  trade. It is rem arkable how some countries, 
particularly A ustria, seized the trade opportunities offered by EFTA  and 
increased their EFTA  share o f exports between 1959 and the first quarter 
o f 1962.

M anufactured goods other th an  m achinery, transport equipm ent and 
chemicals represent the largest group— 30 per cent— o f in tra-E FT A  trade. 
M achinery and  transpo rt equipm ent represent 24 per cent and  chemicals 
a little over 7 per cent. In tra-E F T A  trade in m achinery and transport 
equipm ent experienced a  rem arkably high increase during the first half 
o f 1961 com pared w ith the corresponding period in 1960. T rade in these 
goods rose by 24 per cent. Chemicals were up by abou t 10 per cent 
and other m anufactured goods increased by alm ost 15 per cent. Trade 
in food rem ained unchanged while crude m aterials, which are also of 
some, but lesser im portance, decreased.

Finland’s Trade

Due to the continuing boom  in the Finnish econom y, foreign trade 
in 1961 expanded further although a t a lower rate than  in the previous 
year. Exports reached S I.051 m illion and were thus about 7 per cent 
higher than  a year earlier. Im ports am ounting to  $1,147 million were 
up by 8 per cent. M ost o f  the increase represents a grow th in volume. 
T rade in the first quarter o f 1962 continued to  increase, w ith im ports 
up by 10.2 per cent and exports by 12.2 per cent.

In  line w ith the o ther Scandinavian countries, F inland did m ost o f 
its trade w ith E FTA . M ore than  a th ird  o f  its trade is w ith EFTA  and 
another th ird  with the EE C ; a little less than  a fifth constituted trade 
with Eastern Europe (alm ost three-quarters o f  which represents trade
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with the Soviet U nion) and the rem ainder fell to  the share o f  the rest 
o f the world.

The proportions in the regional distribution o f im ports and exports 
did not change greatly in 1961; the share o f W estern Europe, however, 
increased at the expense o f  the trade with other m ain trading areas.

W estern G erm any is the leading supplier followed by the United 
K ingdom, the Soviet U nion and Sweden.

On the export side the U nited K ingdom  is the m ost im portant buyer 
with W estern Germ any and the Soviet U nion in second and third place.

Finland’s Foreign Trade by Commodities 1961

(m illion U S $)

Commodities 1961 1960 per cent 
Change

% Share 
1961

1 st quar­
ter 1962*

IM P O R T S
Raw materials etc. 529.3 518.1 +  2 46.1 139.6
Investment goods 323.7 290.7 +  11 28.2 88.2
Consumer goods 191.6 148.3 +  29 16.7 50.5
Fuels and lubricants 102.8 103.1 0 9.0 23.7

T O T A L 1147.4 1060.2 +  8 100.0 302.0

E X P O R T S
Paper industry products 479.4 416.5 +  15 45.6 120.9
W ood industry products 262.0 262.3 0 24.9 35.2
Round timber etc. 92.2 64.2 + 4 4 8.8 7.5
Metal-working

industry products 120.2 147.7 — 19 11.5 38.0
Agricultural products 47.7 49.8 —  4 4.5 11.2
Others 49.5 45.5 +  9 4.7 10.6

T O T A L 1051.0 986.0 +  7 100.0 223.4

Source: Unitas. Oy Pohjoismaiden Yhdyspankki, No. 1, 1962. 
* Preliminary figures.

Forest products constituted alm ost four-fifths o f  to tal exports in
1961. F o r the first time paper, increasing by nearly 15 per cent, was 
the largest item with a value o f $201 million, while exports o f  sawn 
goods am ounted to  about $200 million. Sales o f  round tim ber rose by 
nearly 50 per cent while exports o f metal manufactures, which accounted
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for about 11 per cent o f to tal Finnish exports in 1961, dropped from 
SI48 million in 1960 to $120 million a year later.

As regards im ports in 1961, purchases o f consum er goods increased 
relatively more (up 29 per cent) than those o f investment goods (up 
11 per cent). In the following three m onths, however, im ports o f 
producer goods again rose faster than purchases o f consumer goods. 
Im ports of raw materials rose only a little in 1961, but by over 12 per 
cent in the first quarter o f 1962.
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Finland’s foreign trade by areas in 1961

(mill. U.S. S)

Exports Imports

I960 1961 %
Change

%
Share
1961

1st
quarter

1962
1960 1961 %

Change
V/o

Share
1961

1st
quarter

1962

Balance 
of Trade 

1961

EFT A 344.2 364.8 +  6 34.7 64.5 355.1 397.8 +  12 34.7 1 10.6 —  33.0
United Kingdom 241.4 233.0 —  4 22.2 40.2 167.9 175.4 +  4 15.3 47.1 +  57.6
Continental EFTA countries 102.8 131.8 +  28 12.5 24.3 187.7 222.4 +  19 19.4 63.5 —  90.6
N ordic Countries 94.7 116.2 +  23 11.1 21.8 154.8 185.0 +  20 16.1 53.0 —  68.8
EEC 277.3 325.2 +  17 31.0 64.2 366.0 399.4 +  9 34.8 109.7 —  74.2
Western Germany 114.0 136.1 +  19 12.9 27.1 205.6 244.2 +  19 21.3 63.2 — 108.1
East Bloc 192.5 189.4 —  2 18.0 49.2 218.4 219.6 +  1 19.1 48.6 —  30.2
USSR 140.2 127.4 —  9 12.1 37.1 155.8 152.6 —  2 13.3 34.9 —  25.2
Others 172.0 171.7 0 16.3 45.2 120.6 130.2 +  8 11.4 33.0 +  41.5
U SA 49.2 46.1 —  9 4.4 15.9 60.7 64.8 +  7 5.7 16.2 —  18.7

TOTAL 986.0 1051.1 +  7 100.0 223.1 1060.1 1147.0 +  8 100.0 301.9 —  95.9

Source: Kansallis Osake Pankki, Economic Review 1962 — 1. 
Bank o f Finland, Monthly Bulletin, July, 1961.



P A R T  IV

ASSOCIATION AGREEMENT WITH FINLAND

The Agreement creating an Association between the M ember coun­
tries of the European Free Trade Association and the Republic o f F inland, 
signed in Helsinki on 27th M arch, 1961, entered into force on 26th June, 
1961 when all parties to the Agreement had deposited their instrum ents 
of ratification. The first tariff reduction and the first relaxation o f  quan­
titative im port restrictions took place on 1st July, 1961, on which date 
duties on m ost o f the trade in industrial goods between Finland and  the 
EFTA  countries was reduced by 30 per cent. A t the same time a bilateral 
agreement between Finland and D enm ark on trade in agricultural goods 
entered into force.

Operation of the Association Agreement

The Joint Council created by the Agreement held its first meeting in 
London on 29th June, 1961, with the United Kingdom Delegate to 
EFTA  as Chairm an. Since then the Joint Council has met 17 times. 
From  1st July, 1961 to 31st December, 1961 the Chair was held by 
A ustria and from 1st January, 1962 to  30th June, 1962 by D enm ark.

The Joint Council has taken 24 decisions by which Finland has 
adopted all the decisions which EFTA  countries have taken am ong 
themselves in the trade field and the EFTA  countries have applied those 
decisions in their relations with Finland.

Finnish representatives have participated in the work of such EFTA 
committees and working groups as deal with subjects o f interest in the 
relations between the M ember countries and Finland under the Asso­
ciation Agreement (the Customs Committee, the Committee o f  Trade 
Experts, and ad hoc working groups on various trade questions). Finnish 
representatives have also participated in the two meetings o f the C onsulta­
tive Committee of EFTA which have taken place since the entry into force 
of the Association Agreement.

The EFTA  Secretariat provides the secretariat services for the 
Finland-EFTA  Association and Finland therefore contributes to  the 
budget o f the Association by an annual payment.
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Trade and Customs Questions

As mentioned above the Joint Council has adopted  all the decisions 
previously taken  by the EFTA  Council in the trade field, and Finnish 
representatives have participated in the work o f  com m ittees and w orking 
groups dealing with trade m atters. The decision taken by the E FTA  
countries in Novem ber, 1961, to  accelerate the date o f the next 10 per 
cent tariff reduction from 1st July, 1963 to  1st M arch, 1962 (in the case o f 
two countries not later than  1st September, 1962) was adopted by the 
Joint Council on the 8th M ay, 1962, i.e., as soon as possible after the new 
Finnish G overnm ent had been form ed. The G overnm ent has subm itted 
a proposal to Parliam ent tha t the tariff reductions enter into force on 
the 1st A ugust, 1962.

The Jo in t Council has in the course o f  the  year discussed whether 
Finnish export and im port contro l regulations for certain  goods were 
com patible with the provisions o f the A ssociation Agreem ent. In  both  
cases it was found th a t the measures taken  did not infringe the obligations 
under the Association Agreement.

External Relations

The Joint Council is kept currently inform ed on the relations o f 
EFTA  with o ther relevant in ternational organizations and arrangem ents 
have been made for keeping F inland inform ed o f developments in nego­
tiations between EFTA  M em ber States and the European Econom ic 
Com m unity.

The Association Agreem ent was subm itted to  G A TT in accordance 
with Article XXIV o f the G eneral Agreement. The C ontracting Parties 
a t their 19th Session considered a  report by a W orking Party  set up  to  
examine the Agreement. The C ontracting Parties approved the R eport 
and, using the same form ula as th a t em ployed in connection w ith the 
exam ination o f the Stockholm  C onvention, reserved their right to  revert 
to  the m atter in the light o f  developm ents.
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A PPE N D IX

AM ENDM ENTS AND IM PLEM ENTATION  
OF THE EFTA CONVENTION

The List o f  Qualifying Processes and the Basic Materials List

The Council decided to  extend the validity o f  the qualifying processes 
perm itting the use o f  non-A rea wool tops in the m anufacture o f yarn 
until the end o f  1962. The extension was granted in two steps: the first 
by Decision N o. 24 o f  1961 covering six m onths from  1st January. 1962; 
the second by Decision N o. 8 o f  1962 coveiing the rem ainder o f  the period.

O ther questions relating to  the lists o f  qualifying processes and basic 
m aterials have been exam ined during the year by the Council and the 
Com m ittee o f  T rade Experts. A qualifying process for the production 
o f pectin was established, when tha t product was removed from the list 
o f agricultural goods in Annex D  to the C onvention, by Council Decision 
N o. 23 o f 1961. Decision N o. 17 o f  1961 m ade a few m inor formal 
changes in o ther qualifying processes.

Documentary Evidence o f  Origin

The simplified arrangem ents for consignm ents o f  small value, in tro ­
duced for a period ending on 31st Decem ber, 1961, by Decision N o. 16 
o f 1960, were continued in  force for an  indefinite period by Decision 
N o. 21 o f  1961. A new form  o f declaration o f origin, Form  l b, which 
m akes m ore widely available the facility o f putting  the declaration on 
the ordinary com m ercial invoice, and thus dispensing with the need for 
a separate docum ent, was introduced by Decision N o. 20 o f  1961.

Amendment o f  Annex D

By its Decision N o. 23 o f 1961 the Council decided to  remove n ea t’s- 
foot oil and pectin from  the list o f agricultural goods—Annex D to the 
Convention. The effect o f  this Decision is tha t the goods in question 
now enjoy the benefit o f  EFTA  tariff reductions.
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