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PART I

GENERAL SURVEY

The twelve m onths covered by this report, the third year o f E F T A ’s 
existence, saw a rem arkable advance towards the achievement o f one part 
o f the Association’s objectives. By the end o f 1962 the intra-EFTA  
tariffs on industrial goods had been reduced by 50 per cent. In  M ay, 
1963, decisions were taken which will mean that by the end of 1966 all 
obstacles to the free movement within EFTA  of goods covered by the 
Convention will have been abolished.

The aim o f the EFTA  countries to work together to prom ote the 
creation o f a large unified European m arket which would be outw ard- 
looking towards the rest of the world was not changed by the in terrup
tion o f the negotiations between the United Kingdom and the European 
Economic Community. T hat breakdown, the causes o f which are 
general knowledge and need no elaboration here, meant that the nego
tiations o f D enm ark and Norway and the preparations for negotiations 
of the other EFTA countries with the Community were also suspended. 
A ustria, however, decided, with the understanding of the other EFTA  
countries, to explore further the possibilities o f finding an arrangem ent 
with the Com munity which would solve its particular difficulties arising 
from the fact that the Community is the main outlet for its exports.

The members o f EFTA  are convinced tha t they have a positive 
contribution to make to the advance o f unity in Europe and to a liberali
zation o f world trade. In the present circumstances the best way to 
further their common objectives is the strengthening of the cooperation 
am ong themselves. It was in this spirit that the Ministers o f the EFTA 
countries held two im portant meetings, in February in Geneva and in 
May in Lisbon, to decide on the future course of action o f the Associa
tion.

It was indeed an appropriate mom ent for such a review from  many 
points o f view. At the end of 1962, two and a half years after E F T A ’s 
coming into existence, the halfway point in the elimination o f tariffs 
on industrial goods had been reached. This result had been achieved 
two years ahead of the tim etable prescribed in the Stockholm Conven
tion. Though this had not given rise to any noticeable difficulties it
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was logical to examine, at that stage, all the fields o f action covered by 
the Stockholm Convention. This seemed all the more appropriate 
since the EFTA  countries had not felt it necessary to try to  settle in 
advance all the problems involved in the creation o f a free trade area. 
They had preferred to deal with them  in a practical way as they arose, 
ra ther than theoretically in advance.

The progressive elimination o f tariffs and quantitative restrictions 
m eans tha t other obstacles to  trade gain in relative im portance. The 
decisions taken in Lisbon—which are set out in detail in P art II— 
therefore provide for further action in a num ber o f fields. One o f the 
m ost im portant steps was the setting up o f an institutional framework 
for dealing with the problems of technical and economic development 
in M em ber States. The Lisbon decisions also relate to  the agricultural 
sector where measures were taken to further trade between M embers, 
both  on a m ultilateral and a bilateral basis; and, in addition, the necessary 
machinery for the annual review provided for in the Convention has 
been set up. W ith regard to fish and other marine products some 
bilateral measures have also been taken with a view to expanding trade. 
The EFTA  countries have furtherm ore decided to support the initiative 
taken  by the United Kingdom  in calling a conference o f W estern E uro
pean countries as a means o f finding a broad solution to  the problems 
o f  the sea-fishing industries in general.

The most im portant result o f the Lisbon meeting was no doubt 
the decision to  shorten the transitional period provided for in the Con
vention. With a few limited and precise exceptions free trade in all the 
goods covered by the Convention—and many prepared or m anufactured 
foodstuffs are included as well as all industrial products—will be realized 
by the end of 1966. By then all tariffs, quantitative restrictions and 
o ther barriers to  trade in these goods between the M em ber States will 
be finally eliminated. This is three years earlier than the date foreseen 
in the Convention. As im portant as the shortening o f the timetable 
itself, is the fact that industries are now able to  undertake their forward 
planning on the basis o f a firm timetable, giving them  certain knowledge 
o f  the character and timing of the future steps towards the establishment 
o f  the free m arket am ong the M ember States.

The successful im plem entation o f the Stockholm Convention during 
the first half o f the transitional period and the settlement o f the main 
problem s now foreseeable in the second stage mean tha t we can look 
with confidence to  the future development o f EFTA . A nother cause 
for satisfaction is the sm ooth cooperation with Finland which, in its 
capacity as Associate, has assumed substantially the same obligations 
in relation to  the greater part o f her trade with the EFTA  countries. 
In accordance with the Association Agreement with Finland, the EFTA  
countries have offered to  make all the decisions adopted in Lisbon 
operative between Finland and EFTA , and it is expected tha t app ro 
p riate decisions will be taken at the M inisterial Jo int Council M eeting 
in  Helsinki on 13th September, 1963.
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The fact that the realization of free trade is now within sight will 
no doubt provide a further stimulus to trade between the M ember 
States. This is im portant not only in the interest o f creating a wide 
and flourishing m arket o f 90 million consumers within the Association 
but also to provide a strong base from which the EFTA  countries will 
be able to  continue to play their full part in the development of multi
lateral trade throughout the world. Indeed, the expansion o f world 
trade remains one o f E F T A ’s main aims. In this spirit EFTA  has 
welcomed President K ennedy’s initiative for across-the-board tariff 
negotiations within the GATT. It is the declared policy of the EFTA  
countries to participate actively and fully in these negotiations, which 
have gained even greater im portance in the present situation.
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PA RT II

INTERNAL ACTIVITIES OF TH E ASSO CIATIO N

Reduction and Elimination o f  Import Duties

E F T A ’s tariff reductions reached the 50 per cent level on 31st October,
1962, in the case of five M ember States and the remaining two countries 
followed suit on 31st December, 1962. This m eant that the EFTA  coun
tries had halved their duties in trade between them  two years in advance 
o f the date prescribed in the timetable o f the Stockholm Convention.

Portugal, which for certain im ports is allowed to reduce duties at 
a somewhat slower rate than the general timetable o f the Convention, 
had reduced those duties by 30 per cent on 1st January, 1963.

Denm ark, which in her negotiations for membership of the EEC 
sought special arrangem ents for a limited range o f industrial goods, 
had for this reason obtained an exception for these goods from the 
EFTA  tariff reduction from  the 70 per cent to the 50 per cent level. 
A fter the Danish negotiations were suspended at the end of January,
1963, D enm ark brought this arrangem ent to an end with effect from 
1st M arch, 1963.

At the Ministerial meeting in Lisbon in May, 1963, it was decided 
tha t the timetable for the elimination o f the remaining 50 per cent of 
im port duties on industrial goods should be finally and definitively 
settled. The final elimination o f duties will take place on 31st De
cember, 1966, i.e., three years ahead o f the date in the timetable o f  the 
Convention 1st January, 1970. The elimination will take place in 
four steps, three of 10 per cent each to be taken on 31st December, 1963, 
1964 and 1965 respectively, and a final reduction o f 20 per cent at the 
end of 1966. M anufacturers and traders are now able to  plan ahead 
on a firm basis.

In connection with this decision, Ministers took note o f the wish 
o f  the A ustrian G overnm ent to reserve the possibility o f referring to  
the Council certain specific problems which might arise for A ustria 
from  the new shortened timetable. M inisters agreed to  give sympathetic 
consideration to  any proposals which A ustria might put forward.

In view o f the special difficulties o f Norway arising from its size, 
sparse and scattered population and difficult communications and the
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special hardship problem  which was foreseen by the Norwegian G overn
ment for a limited range o f small domestic industries, arrangem ents were 
agreed under Article 20 o f the Convention whereby Norway could 
follow the original timetable for tariff reductions for a small num ber of 
products accounting for some 3 per cent o f N orw ay’s total im ports 
from  her EFTA  partners.

Liberalization o f  Quantitative Import Restrictions

Only a few o f the EFTA  M ember States m aintain quantitative 
im port restrictions on industrial goods and only for a very limited 
num ber o f  commodities. A t the Lisbon meeting the date for the elimi
nation o f such restrictions was brought into line with the date for the 
final tariff elimination, the 31st December, 1966.

Other Trade Barriers in the Industrial Sector

Progress was also made in the dismantling of other barriers to trade 
in industrial goods. M ember States must according to  the Convention 
either eliminate the protective elements in their revenue duties according 
to  the same timetable as the one which applies to im port duties, or 
eliminate them  in one operation before 1st January, 1965. The countries 
which have chosen the latter method have now either taken or initiated 
the action necessary for the elimination of the protective elements well 
before 1st January, 1965. The majority o f M ember States have completed 
the elimination o f the protective elements in their internal taxation 
systems. Duties and quantitative restrictions on exports have been 
eliminated in accordance with the provisions of the Convention.

Drawback

Many countries allow exporters a duty refund—or other duty relief— 
(the so-called drawback), in the case of export of articles which wholly 
o r partially consist of imported dutiable goods. U nder the Convention 
M ember States may from 1st January, 1970 refuse to give Area tariff 
treatm ent to  goods which have benefited from drawback in other M ember 
States.

During the period under review the problems arising in connection 
with a decision to abolish drawback were examined and it was found 
that a num ber of issues would have to be settled. These implications
will be studied further and a report is to be presented to the Council
by the end o f 1964, at the latest. A decision on the rules to be applied 
regarding drawback after 1st January, 1967, when tariffs will be finally 
eliminated shall be taken before the end o f 1965. M ember States have 
agreed that they will accept a decision in this m atter which corresponds
to the wish o f the majority of them.
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In accordance with the arrangem ents for keeping the origin system 
under constant review, so as to ensure its continued sm ooth working 
and its appropriateness to practical circumstances and needs, a small 
num ber o f changes were introduced, e.g., concerning goods exhibited 
at trade fairs in non-M em ber countries, and subsequently consigned to 
a M em ber State. Small changes were also made in the rules regarding 
docum entary evidence o f origin.

The validity of certain qualifying processes which under the Con
vention were valid only for a limited period were extended to  31st De
cember, 1963. In the meantime it will be considered whether these 
processes should be made permanent. M ember States are ready to  make 
any o f the rules in question perm anent, unless a majority o f M ember 
States oppose such a decision.

The Rules o f  Competition

U nder the Convention M ember States shall ensure the abolition of 
discrim inatory practices by public undertakings which afford protection 
to domestic production or in other ways frustrate the benefits to be 
expected from  the removal o f trade barriers. A t the Lisbon meeting 
it was agreed that such practices should be abolished at the latest on 
31st December, 1966, thereby bringing this date into line with the deci
sion as regards the final date for elimination of tariffs and quantitative 
im port restrictions.

The Convention requires that the Council shall review the provisions 
dealing with restrictive business practices by 31st December, 1964, at 
the latest. In Lisbon it was decided that experts from  M em ber States 
should meet to  carry out this review on the basis o f facts. They will 
also consider the procedure to be followed in dealing with specific cases 
o f restrictive practices which may be raised under the general consulta
tions and com plaints procedure, provided for in Article 31 o f the 
Convention.

A study on similar terms will be carried out by another group of 
experts from  M ember States in respect o f the provisions o f the Con
vention dealing with restrictions on establishment in a M em ber State 
o f economic enterprises having the nationality of other M em ber States.

Difficulties in Particular Sectors

Article 20 o f the Convention contains provisions to  deal with diffi
culties in particular sectors experienced by M ember States as a result 
o f the progress o f economic integration. In such cases M em ber States 
may be relieved o f certain of their obligations under the Convention 
in respect of im ports o f goods affecting the sectors which experience 
difficulties. A t the Lisbon meeting it was agreed tha t Article 20 should 
be examined with a view to solving two different problems. The first 
is to determine whether the accelerated timetable for tariff reductions

The Origin System
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necessitates that any new provisions to deal with difficulties in particular 
sectors arising after the elimination o f tariffs should be introduced 
earlier than the date prescribed in the Convention, 1st January, 1970. 
This examination shall be concluded before 1st January, 1966, i.e., 
one year before tariffs are finally eliminated. The second question is 
whether any further or different provisions from  those in Article 20 
are needed to deal with problems which may exist at present as a result 
o f the progress o f economic integration. A study of this question is to 
be initiated in the autum n.

Trade in Agricultural Products

In  the agricultural sector the objective of the Association is to facil
itate an expansion o f trade which will provide reasonable reciprocity 
to  those M ember States whose economies are largely dependent on 
agricultural exports. The Council is to keep the provisions on trade 
in agricultural goods under review and it shall once a year examine the 
development o f trade in these goods and consider w hat further action 
shall be taken in pursuit of the objective o f the Association in this field.

At the Lisbon meeting, a procedure for this annual review was 
agreed. The review is to be carried out each year before the end o f 
July, beginning in 1964. An Agricultural Review Committee was set 
up to assist the Council in this task.

At the same time agreement was reached that a certain num ber of 
items should be deleted from  the list o f agricultural goods (Annex D 
to the Convention) with the effect that these goods will be given the full 
free trade Area treatm ent. Those proposals for deletions from  Annex D 
on which agreement was not reached at Lisbon are to be studied further 
with a view to deletion from  Annex D or other action facilitating an 
expansion in trade.

An examination will be made o f the problem caused by the fact that 
certain agricultural goods which enter into products to  which the p ro 
visions for free trade apply have to be bought by m anufacturers in some 
M ember States at domestic prices significantly higher than world prices. 
A report on ways o f solving this problem, including the possibility of 
applying com pensatory levies will be submitted to  Ministers at their 
next meeting in September.

Besides the multilateral action set out in the foregoing M em ber 
States have concluded a num ber o f additional bilateral agreements 
under which they have granted one another concessions in the field of 
trade in agricultural products.

Fish and Other Marine Products

In this sector the objective o f the Association is similar to  that 
applying in the agricultural sector: to  facilitate an expansion o f trade 
in fish and other marine products which will provide reasonable reci-
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procity to M ember States whose economies depend to a great extent 
on exports o f those products.

There is a growing recognition tha t the problems in this sector go 
beyond those resulting from  the application o f tariffs and quantitative 
restrictions. There is for instance a serious problem o f over-fishing of 
some species in the N orth  Sea and the N orth-Eastern Atlantic. These 
are problems which concern also a num ber o f non-M em ber countries 
fishing the same waters. There is also the question of access to fishing 
grounds and to fishing markets. M inisters considered when they met 
in Lisbon, that the solution of these and related problems could usefully 
be pursued on a broader European basis and for this reason they ex
pressed great interest in the United K ingdom ’s initiative in calling a 
Conference o f W estern European countries to be held in the autum n 
of 1963. A meeting o f EFTA  fishery experts took place in Geneva in 
June, 1963, to prepare for this Conference.

In  view o f the fact that the Fisheries Conference may provide the 
solution to  a num ber o f questions which would otherwise be dealt with 
within the framework o f EFTA , the further exam ination o f trade in fish 
and other marine products which was started in 1961, is for the time 
being left in abeyance.

However, a num ber o f specific unilateral measures were announced 
by M inisters in Lisbon to facilitate trade in fisheries products. The 
United Kingdom  will accelerate the reduction o f im port duties on certain 
fisheries products so as to  achieve the elimination of these duties by the 
end o f 1964 and the Swedish Governm ent will reduce and in some in
stances eliminate by 1st September price regulation fees and im port 
levies on certain fish products.

Economic Development

In  addition to the steps which have been taken for the energetic 
im plem entation o f the various provisions o f the Convention, the need 
has become apparent for certain supplementary measures, o f a positive 
and direct character, to  enable all M em ber States to achieve the full 
benefits o f the free trade area. In particular, there are disparities 
between the levels o f economic development in the different parts o f the 
Association which, in themselves, can am ount to an unseen obstacle to the 
full and balanced expansion o f trade and of economic activities generally.

Problems of this kind received special consideration in Lisbon, and 
a num ber o f measures were agreed which, as a whole, represent a signi
ficant new departure in E FT A ’s activities.

The measures in question were both unilateral and multilateral in 
form. Unilaterally, the U nited Kingdom  agreed to open the London 
capital m arket to other M ember Governm ents and the Swedish Govern
ment declared its readiness to  facilitate the access o f other M ember 
States to  capital available in Sweden; Switzerland has always granted 
special facilities to other M ember States for access to  the Swiss capital 
market.
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As regards multilateral action, an Economic Development Com m ittee 
will be established. This Committee will examine such questions relating 
to econom ic development as the Council refers to  it and will report 
to  the Council after each o f its meetings, making recom m endations if it 
thinks fit. The Committee is to make a general report before 1st July, 
1964, setting out all the proposals subm itted to it and its own recom 
m endations on them. These recom m endations may include detailed 
suggestions as to the ways and means of prom oting or facilitating 
collaboration  between M ember States in financial, technical and practical 
m atters. Each M ember State will be represented on the Committee, 
and it is intended to associate businessmen and others with special 
knowledge and experience, with its work. The first meeting o f the 
Com m ittee is expected to take place in the autum n.

Consultation on Questions o f  Commercial Policy

A t the M inisterial Meeting in Geneva in February, 1963 it was 
decided to  initiate a study o f procedures whereby M ember States might 
consult m ore actively about questions of commercial policies so as to 
lend support to one another where possible and to  avoid unnecessary 
inconsistencies. Heads o f Delegations o f EFTA  countries to the GATT 
have consulted together regularly since the birth o f the Association. 
This arrangem ent has become o f particular im portance after the ini
tiative taken  by the United States for across-the-board tariff negotia
tions which according to  the decision taken at the GATT M inisterial 
meeting in M ay, 1963, are to  begin in Geneva on 4th M ay, 1964. The 
EFTA  countries have expressed their will to contribute to  a successful 
outcom e o f these negotiations. Besides the consultations on G A TT 
questions E FTA  Delegates in Geneva also regularly consult each other 
on other questions o f a trade policy nature.

Consultation on Economic and Financial Policies

M em ber States agree that EFTA  should avoid duplicating the work 
o f  any other organizations in this field, in particular that of the OECD. 
The necessary working arrangem ents have been made to ensure EFTA  
co-ordination wherever necessary in preparation o f meetings o f  O E C D ’s 
Econom ic Policy Committee.

The General Consultations and Complaints Procedure

Article 31 o f the Convention provides for a general consultation and 
com plaints procedure under which M ember States may refer to  the 
Council any question o f actions by another M ember State frustrating 
the benefits to  be expected under the Convention. During the period 
under review such a m atter was brought before the Council for the first 
time in the Association’s history. The question was, however, settled 
between the parties so that no need arose for the Council to take action 
under the formal com plaints procedure.
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O RG A NIZATIO N OF EFTA

The Council

The governing body o f the Association is the Council com posed ot 
representatives of the M ember States. The Council meets at M inisterial 
or at official level, /.e.,the heads o f the perm anent Delegations in Geneva. 
A perm anent working group o f Deputies meets to prepare Council 
meetings.

At M inisterial level the Council held three meetings; in Oslo on 
22nd October, 1962, in Geneva on 18th-19th February, 1963, and in 
Lisbon on 9th- 11th May, 1963.

The Office of Chairm an of the Council is held by each M em ber in 
turn for a period of six months. The Norwegian representative held 
the C hair from 1st July, 1962, and the Portuguese representative from 
1st January, 1963.

The Consultative Committee

The Consultative Committee was established in February, 1961, to 
provide a link between the executive organ o f the Association and 
leading personalities representing different sectors o f economic life, 
including labour, in the M ember States. The representatives are 
appointed by Governments, and up to five members from  each country 
may attend a meeting.

The fourth and fifth meeting o f the Committee took place during 
the period under review. The fourth meeting was held in Oslo on 
4th-5th December, 1962, and the fifth meeting in Lisbon on 6th-7th June, 
1963. In accordance with established practice the Chairm an o f the 
Council at Ministerial level took the chair a t these meetings.

The Consultative Committee which has proved a useful instrum ent 
for furthering the co-operation on EFTA  matters between governments 
and private interests has become even more im portant in the present 
situation. A large part of the fifth meeting was therefore devoted to a 
review o f the Com m ittee’s function. A group of the members will in 
co-operation with the Secretariat study this question further with a 
view to discussion in the full Committee at its next meeting which is 
scheduled to take place in O ctober this year.
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An Economic Development Committee was established at the 
M inisterial Meeting in Lisbon in M ay, 1963.

Technical Committees

The Customs Committee. The Customs Committee established in 
June, 1960, acts as a forum for com paring the views and experiences of 
adm inistrations on the application of the Convention provisions con
cerning EFTA  tariff treatm ent and origin and advises the Council on 
the practical measures for implementing these provisions. The Com 
mittee held four meetings during the period under review.

The Committee o f  Trade Experts. The commercial and trade 
aspects o f EFTA  tariff treatm ent and origin other than questions of 
customs adm inistration, are dealt with by this Committee, which was 
established in September, 1960. It met five times during the period.

The Agricultural Review Committee. This Committee was also 
established at the M inisterial meeting in Lisbon in May, 1963. The 
Committee is to assist the Council in carrying out the annual review of 
trade in agricultural goods in accordance with Article 25 o f the Con
vention.

The Budget Committee. The Budget Committee, established in 
July, 1960, held two meetings during the period.

The budget for the financial year 1963/64 has been established at 
Sw. Frs. 3,643,000. The scale of contributions 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 22.11 per cent, Switzerland’s 16.09 per 
cent, followed by contributions from D enm ark (10.08 per cent), A ustria 
(9.51 per cent), Norway (8.24 per cent) and Portugal (3.96 per cent).

Ad hoc Working Groups. During the period the following ad hoc 
working groups met.

— W orking party on export duties, quantitative export restrictions 
and internal taxes;

— W orking party on the m arketing of agricultural goods in 
F inland;

— W orking party on administrative arrangem ents which restrict or 
impede intra-EFTA  trade;

— W orking party of experts on Annex D (The list o f agricultural 
goods annexed to the Convention);

— W orking party  for the annual review o f im port quotas;
— W orking group of experts in preparation for the Conference of 

W est European Fishing Countries.

The Economic Development Committee
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The perm anent secretariat in Geneva is headed by M r. F rank E. 
Figgures, Secretary-General, Mr. K nut Ham m arskjold, Deputy Secretary- 
General and M r. Charles M uller, Assistant Secretary-General. A t the 
end o f the period under review the staff totalled 50 persons, about ha lf 
o f them in the professional grades.

The Secretariat is organized in five departm ents:

(i) Trade Policy D epartm ent;
(ii) General and Legal D epartm ent;

(iii) Economic D epartm ent;
(iv) Press and Inform ation D epartm ent;
(v) Adm inistration and Finance Departm ent.

As part o f the Press and Inform ation D epartm ent, the Secretariat 
m aintains an Inform ation Office in W ashington, D.C.

The Secretariat
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RELATIO NS W ITH OTHER O R G A N IZA TIO N S

Inter-Governmental Organizations

EFTA  has continued its relations with a num ber o f o ther in ter
governmental organizations, including the OECD, GATT, the Council 
o f  Europe, the International M onetary Fund, the Regional Economic 
Commissions o f the United Nations, the Customs Co-operation Council 
and the Latin-American Free Trade Area. C ontact is m aintained by 
exchange o f inform ation and attendance by EFTA  observers where 
necessary.

G A T T

EFTA  maintains close links with the GATT. A t the 20th session 
o f the C ontracting Parties a second report on the progress m ade in 
implementing the Stockholm Convention was presented.

Council o f  Europe

Observers from the EFTA  Secretariat follow the discussions o f  the 
Consultative Assembly and those o f the jo in t meetings o f the European 
Parliam ent and the Consultative Assembly. Several EFTA  M inisters 
have participated in the meetings o f the Consultative Assembly. Switzer
land became a member o f the Council o f Europe in M ay, 1963.

OECD

The Secretary-General regularly attends meetings o f  the O ECD  
Council at M inisterial level and his representatives attend meetings of 
other O ECD  bodies.

W orking arrangem ents have been established between the O ECD  
and EFTA , particularly as regards statistical matters, in order to  avoid 
duplication o f work.

Non-Governmental International Organizations

EFTA  m aintains informal relations on an ad hoc basis with a num ber 
o f non-governmental international organizations, many o f which have 
formed special EFTA  groups. Secretariat observers participate in 
certain meetings o f such organisations and inform ation is exchanged 
with them.
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PA R T III

E C O N O M IC  D E V E L O P M E N T S IN  EFT A 1962-1963

In  1962, for the second year running, the pace o f  economic growth 
in W estern Europe slowed down perceptibly, but the slow-down in the 
rate o f expansion was smaller than  in 1961. The com bined national 
ou tpu t o f  the industrial countries o f  the region rose by abou t 3 / i  per cent, 
on average, against 4 l/ 2 per cent the previous year. W ithin EFTA  the 
fall in  the rate o f  growth was no t very substantial in Switzerland but 
reached m ore sizeable proportions in A ustria, N orw ay, Sweden, Finland 
and  the U nited K ingdom . In W estern Europe, only D enm ark and 
F rance achieved a faster rate o f grow th last year than  in 1961. The 
grow th rate o f  the EEC as a group also slowed down in 1962.

Growth o f  Total Output and Industrial Production

TABLE I: GNP at M arket Prices (at 1954 prices)

M illions o f  N a tiona l 
C urrency

1959 1960 C hange 
on  year 
ea rlie r

1961 C hange 
on year 
earlier

1962 1 C hange 
on  year 
earlier

C om 
pound  
R ate o f  
A nnual 
G row th  
1959-62

A u s t r i a ....................... 115,300 124,800 8.2 131,300 5.2 133,700 2.3 5.1
D e n m a r k .................. 32,604 35,057 7.5 36,696 4.7 38,520 5.0 5.7
N orw ay .................. 25,249 26,749 5.9 28,488 6.5 29,457 3.0 5.1
P ortugal .................. 58,765 63,545 8.1 68,438 7.7 n. a. n. a.

49,465 51,460 4.0 54,691 6.3 56,605 3.5 4.6
Sw itzerland . . . . 31,500 33,940 7.7 36.930 8.8 39,515 7.0 7.8
U n ited  K ingdom 20,113 20,966 4.2 21,595 3.0 21,660 0.3 2.5

10,518 11,472 9.1 12,220 6.5 12,612 3.2 6.3
U .S .A ............................. 430,100 441,200 2.6 449,400 1.9 473,200 5.3 3.2
E .E .C . 2 .................. 145,200 155,900 7.4 164.100 5.3 171,500 4.5 5.7

In  E FT A  and also in Finland economic activity continued at a high 
level w ith the pattern  o f  expansion differing widely between individual 
countries. The gain in the real gross national p roduct o f Switzerland 
and D enm ark was above the average rate o f growth o f the industrial

1 Prov isional.
* In  U .S . do llars .
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countries of W estern Europe as a whole. Table I shows the yearly 
percentage change in volume o f national production in each of the EFTA 
countries, Finland, the United States and the European Economic 
Com m unity in the past three years as well as annual com pound rates of 
grow th during this period. From  this it can be seen that growth rates 
for m ost EFTA  countries in recent years have been o f the order o f about 
5 per cent. The exceptions have been the United Kingdom  with a 
substantially lower rate and Switzerland where the rate o f expansion 
has been appreciably faster.

TABLE II:

General Index o f Industrial Production in EFTA Member States and Finland
1953 =  100

M o nth ly  A verage 1959 1960 1961 1962
% C hange 

1962 
on 1961

% Change 
1962 

on 1959

E F T A  ............................... 125 134 136 138 1.5dl 10.4
A u s tr ia .................................... 163 180 187 192 2.7 17.8
D en m ark  * ........................... 137 149 158 dl (6.0) • (21.0)*
N o r w a y ............................... 136 151 161 168 4.3 23.5
P o r tu g a l ............................... 155 172 186 n. a. n. a. n. a.
Sweden ............................... 127 135 142 145 2.1 14.2
Sw itzerland 4 ...................... — — _ — _ _
U nited  K ingdom  . . . . 120 129 130 131 0.8 9. 2
F in la n d * ............................... 100 114 125 1 131 1 4.8 31.0

U nited  S ta t e s ...................... 116 119 120 130 8.3 12.1
E E C  .................................... 153 171 182 194 6.6 26.8

W estern European industrial production rose by about 4 l/ 2 per cent 
last year—approximately the same rate o f  advance as in 1961. In 
EFTA  the pace o f expansion was more modest with a rise in the combined 
industrial output o f the M em ber countries o f only l / 2 per cent—the 
same as a year earlier. This figure is, however, strongly influenced by 
the low rate o f increase in the United K ingdom. The seasonally adjusted 
index o f  production shows tha t in Britain industrial output rose steadily 
in the first six or seven m onths o f the year and then levelled off" or declined 
slightly during the rem ainder o f the period. For some EFTA  countries, 
notably the United K ingdom, one reason for this development was that 
exports, which had got off to a good start in the first half o f 1962, did 
no t rise after the middle o f  the year. Part o f the explanation for this 
can be found in the slower growth o f  industrial production in the rest 
o f  the world outside Europe, which was chiefly due to  a levelling off in 
the U nited States, and the slackening in the growth of world trade. 
T he seasonally adjusted index o f industrial output in Sweden was steady

1 P rovisional.
* Based on  new calcula tions o f  the D an ish  S tatistical Office.
* E stim ates based on  national accounts statistics.
4 N o  index o f  industrial production  is com piled.
4 1959 -  100.
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for the first six m onths o f 1962 and then accelerated slowly, whereas in 
Norway output grew from  quarter to quarter.

Table II shows the development of industrial production over the 
last four years in individual EFTA  countries and the A ssociation as a 
whole. Indices o f industrial production for Switzerland are not avail
able, but it is known that the m anufacturing output o f Switzerland 
continued to  expand vigorously in 1962.

Changes in Demand

One o f the most noteworthy features of the economic development 
o f  W estern Europe last year was the change which occurred in the pattern  
o f  growth o f final demand. The driving force behind the overall ex
pansion in the first three years from 1959 on seems to have been the very 
high rate o f investment in machinery and equipment, new plant and 
residential construction. In 1962 fixed investment lost its place as the 
main source o f expansion in the region as a whole. As the rate o f  rise 
o f other com ponents o f final dem and—consum ption and exports— 
showed little change, the weakening o f private investment dem and was 
therefore the main cause o f last year’s slower growth o f to ta l output. 
Fixed capital form ation remained the most dynamic element o f final 
dem and only in Norway and France. Everywhere else private con
sum ption and public expenditure made the most im portant contributions 
to  the expansion o f total output.

The rate of growth o f fixed investment fell in all the industrial coun
tries of W estern Europe last year with the exception o f D enm ark. The 
average increase in 1962 was about 4 per cent com pared with a rise of 
nearly 9 per cent in 1961. W ithin EFTA  the fall in the rate o f growth 
was lowest in Norway and Sweden, while in A ustria and Britain the 
absolute volume o f gross fixed investment actually fell below the level 
o f  a year earlier. In  D enm ark, however, the rate o f increase o f fixed 
investment was higher last year than  in 1961.

Activity in the house-building sector was fully m aintained a t the 
previous high level and the num ber o f dwellings under construction did 
no t fall in any country o f the region. In fact in m ost o f them  investment 
in housing rose, especially in Sweden (+ 9 .5  per cent) and the United 
Kingdom  (+ 3 .2  per cent). Also the num ber o f  completions in two 
EFTA  countries, Britain and D enm ark, was higher than in 1961.

There were steep absolute declines o f fixed investment in machinery 
and equipm ent in the United Kingdom  and A ustria between the begin
ning and the end o f 1962. The fall in the United K ingdom  was 12 per 
cent in real terms for the year as a  whole, and in the second half was 
18 per cent lower than  in the corresponding period a year earlier. In 
Sweden, despite the release o f blocked investment funds accum ulated 
in earlier years, investment in m anufacturing fell slightly—by about 
3 per cent— during 1962. In Norway, on the other hand, there was
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an increase of investment in this category (not including ships) o f  about 
12 per cent last year. This meant tha t the grow th rate  was about 
three times higher than  in 1961—when it had  been com paratively low.

The expansion of total consum ption expenditure continued a t the 
same high rate o f the previous year—w ithin the range o f a 5-7 per cent 
annual increment—and nearly everywhere rose as fast o r faster than 
national output. In  general private consum ers’ expenditure was the 
m ost buoyant element o f consum ption dem and, bu t in  m ost EFTA  
countries there was a distinct slow-down in the rate o f  expansion.

W ith the exception o f the United K ingdom  and  F inland, the rate 
of growth o f public authorities’ current expenditure on goods and 
services was maintained throughout the Area.

Recent Economic Trends in Member Countries and Finland

In  a num ber o f im portant respects econom ic developm ents in  individ
ual EFTA  countries differed widely during the past twelve m onths. 
Economic policies followed by governments varied between measures 
to  restrain dem and and attem pts to m oderate price rises o f  the kind 
introduced in Switzerland, D enm ark, N orw ay and  F in land ; steps 
designed to  ease previously imposed restraints which had  proved reason
ably successful in achieving their objective, such as the wage and price 
freeze agreed between unions and employers in A ustria in July, 1962; 
and phased action to stimulate demand and reflate the econom y once 
it became evident that this was needed—as in Sweden and the United 
K ingdom  during the period under review.

Economic expansion in Austria slowed down in 1962. The rate of 
growth o f the gross national product was only 2.3 per cent—considerably 
less than in previous years. The main reason for this developm ent 
was the slackening growth o f overall in ternal dem and, and especially 
investment demand. A contributing factor was the weakening of 
export dem and, affecting in particular the two m ost im portan t A ustrian 
export industries—iron and steel, pulp and paper. The increase in 
industrial production in 1962 was much smaller than  in the two preceding 
years. The indications are that this trend is still continuing. Industrial 
output rose only 1 per cent in the first quarter o f  this year com pared 
with an increase of 3 per cent during the corresponding period a year 
earlier. The most likely outlook for 1963 is tha t private consum ption 
and public expenditures will rise fairly substantially, bu t as yet there 
seem to be no signs of any m ajor im provem ent in the dem and for invest
ment goods and exports. In the second half o f last year the authorities 
put a price/wage freeze into effect and this com bined with the slower 
growth o f economic activity appears to  have had a m oderating influence 
on wage movements. There was a large balance o f  paym ents surplus 
in 1962 in spite o f a small deterioration in the balance o f  trade, the 
larger deficit on merchandise account being am ply offset by a rise o f  net 
earnings from  tourism.
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In  Denmark the m ain problem  in recent years has been one of con
tinuing price increases accom panied by a steady deterioration o f the 
balance o f paym ents. In 1962 the pressure o f demand was even 
greater than  in the preceding years, consumer prices climbing by a 
further 9 per cent o f  which, however, 2 per cent are attributable to the 
introduction o f  a  tu rnover tax last August. The main causes of this 
developm ent have been a sharp increase in money incomes far in excess 
o f the advance in output, and a m arked change in the overall budget 
position o f the state from  a large surplus in 1960-1961 to  a sizeable 
deficit in the fiscal year ending 31st M arch, 1962. In  order to  relax 
dem and pressure and to  restore a m ore reasonable balance in the econo
my, policy measures were taken in the summer o f 1962, including a 
strengthening o f the budgetary balance and steps to check the high level 
of activity in the building and constructional sectors. As a result o f 
this, the overall balance o f the budget for 1962-1963 seems to have 
a surplus o f nearly the same size as tha t o f 1960-1961, and the current 
account o f  the balance o f  paym ents has recently been stabilized. The 
outlook for the future depends on the success o f the G overnm ent’s 
program m e o f stabilizing all incomes (with some modifications) in the 
coming two years. This was passed by Parliam ent at the end of M arch.

The trend tow ards slower growth appeared also in Norway last 
year. A lthough the investment boom  o f recent years has passed its 
peak, the increase in the volume o f fixed investment was still alm ost 
8 per cent, which is one o f the highest rates recorded in Western Europe 
for 1962. This result was obtained in spite of a more restrictive credit 
policy put into operation  by the monetary authorities. Investment 
in ships increased only slightly, but the volume o f construction went 
up by over 6]/2 per cent and investment in machinery and transport 
equipm ent, o ther than  ships, rose again strongly by about 12 per cent. 
On a seasonally adjusted basis industrial production increased only 
slightly during the first half o f the year; both the export industries and 
those producing mainly for the hom e m arket were affected. The increase 
in industrial production  was resumed from  the third quarter. U n
em ploym ent remains low, but a small increase in the num ber out of 
work was observed in the spring o f  1963. In Norway too, pressure 
on wages and prices has continued. Only the prices o f the im portant 
Norwegian export com m odities—for example sulphite pulp, paper, 
alum inium  and iron ore—have followed a downward trend. So 
have freight rates, with the exception of a tem porary increase in tanker 
freights in the first quarter o f 1963. W orld dem and for the output 
o f m any o f the trad itional Norw egian export industries has been less 
buoyant and some o f these industries have experienced difficulties. 
The deficit o f the current balance o f  payments was in 1962 on a record 
level for the th ird  year in succession.

A lthough statistical m aterial on the economy of Portugal for 1962 
is no t yet available, the indications are that the rate o f growth of national 
ou tput slowed dow n last year. Agricultural production increased
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com pared with a year earlier, but industrial output was little changed. 
The latest returns show that since the beginning o f this year the steady 
grow th o f inductrial production has been resumed. Exports were 
substantially higher in 1962, and im ports were much reduced, the 
percentage rise in exports being about the same as the percentage fall 
in im ports. As a result o f this and a favourable trend on capital account 
the balance o f payments improved.

M easured in constant prices the Swedish gross national product 
rose by 3>/2 per cent in 1962. This increase is close to the average 
annual rate o f growth in the post-war years, but is somewhat lower 
than the target figure suggested in the latest Survey o f Long Term 
Econom ic Development for the period 1960-1965. The principal 
feature affecting the pattern  o f growth in the Swedish economy last 
year was the m arked shift in the direction o f the expansionary forces 
from  private consum ption and business investment to residential 
building and expenditure in the public sector. The volume o f private 
investm ent in 1962 was only l j / j  per cent higher than a year earlier. 
In view o f this slackening-off a num ber o f carefully selected measures 
to  stim ulate investment dem and were taken. The most im portant o f 
these were the release o f investment funds for industrial building projects 
and the removal o f certain government restrictions concerning loans for 
house-building, followed later by the provision of further funds for the 
purchase o f machinery and equipment.

A lthough the partial recovery o f building activity helped to m aintain 
a high level o f employment during the latter half o f the year, total 
industrial production rose only slightly. A t the same time, however, 
foreign demand for Swedish products rose rather rapidly between 
1961 and 1962. In the first quarter o f 1963 industrial production 
increased by 2 per cent com pared with the corresponding period in 
1962. Forecasts for 1963 predict a quicker growth both in gross national 
product and in industrial production than in 1962.

The pressure for wage increases is still strong, but the rise in consum er 
prices has for a num ber o f years been rem arkably m oderate com pared 
with the development o f incomes generally and of wage costs in particu
lar. The overall picture o f the Swedish economy at the present time 
is neither one o f widespread inflationary tendencies nor one o f m arked 
insufficiency o f total demand.

The rapid and sustained expansion o f economic activity in Switzer
land m oderated somewhat in 1962. Although there is still a strong 
im petus to  expansion, rates o f growth in some parts o f the economy 
are falling slowly. The propensity to  invest remains rem arkably high 
and exports continue to do well.

In  the present phase o f the expansion the Swiss authorities have 
been prim arily concerned to deal with its inflationary repercussions, 
rather than with its effect on the balance of payments on current account. 
The trade deficit in 1962 was more than double that o f 1960.

26



Currently the object o f economic policy is to  reduce the large 
inflow o f capital and to  neutralize its effect on domestic liquidity so as 
to  prevent it from  generating additional inflationary pressures. This 
is being done through voluntary co-operation between the N ational 
Bank and the financial institutions.

There was a continued large influx o f labour from  abroad— the 
num ber of foreign workers employed in the country at m id-February 
this year was over 512,000, com pared with more than 445,000 at the 
same date in 1962; this represents a rise of 15 per cent and com pares 
with one of 21 / 2 per cent between February, 1961 and the corres
ponding m onth a year later (in August, 1962 it was over 644,000). This 
and the sharp rise in im ports helped to relieve the pressure on domestic 
resources. As a result costs and prices have moved rather more 
vigorously than previously.

The Federal Governm ent considers the strain on resources still 
so great and views with anxiety the growing dependence o f  the Swiss 
economy on foreign workers tha t it decided in M arch, 1963 to  intervene 
in the labour market. Following consultations with the trade unions 
and employers’ associations and also the farmers, a decree o f  the Swiss 
Governm ent was put into force which restricts the admission o f  foreign 
workers by allowing employers to engage new foreign labour only on 
condition that they agree not to enlarge their labour force before the 
end o f next February.

The expansion of economic activity expected in the United Kingdom  
last year did not materialize. A t the beginning o f 1962 the outlook 
seemed promising, but it became evident tha t the earlier forecasts 
would not be realized. G overnm ent policy was consequently changed 
from  disinflationary measures, brought in to deal with the balance 
o f  payments crisis in the middle o f 1961, to  active stim ulation o f dem and.

Developments in the first half of 1962 were favourable. There was 
a sharp rise in dem and and output. Exports rose by 4 per cent between 
the fourth quarter o f 1961 and the second quarter o f 1962 and the balance 
o f  payments on current account continued to improve. Industrial 
production by the middle of the year had regained the ground lost in 
the second half o f 1961. But already unemployment fell a good deal 
less in the first six m onths o f last year than the norm al seasonal decline 
and the pressure o f dem and for labour clearly lessened.

In the second half o f the year the trend changed and production  and 
exports stopped rising. In part this was due to  the slowing-down of 
the growth of world production and trade. A n additional reason was 
the not unexpected but quickening fall in investment th roughout m anu
facturing industry. Unem ploym ent increased during the year and 
was further adversely affected by the severe winter weather in the early 
m onths o f 1963. U ntil recently, therefore, there was a considerable 
reserve o f labour and a substantial margin of spare capacity in British 
m anufacturing industry.
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D uring the year b o th  public au thorities’ current expenditure on 
goods and services and public investm ent increased significantly, partic
ularly investment in local authority  housing and public services.

The latest indicators on the perform ance o f the British economy 
suggest that a broadly-based expansion is now under way again. Led 
by the boom  in the m otor industry and by rising public investment, 
an  improvement in ou tpu t has taken  place. The seasonally adjusted 
index o f industrial production  has m ade a rapid recovery, rising by 4 
points in February and ano ther 5 points in M arch to  a level only just 
below the peak o f last sum m er. In  the first quarter o f this year United 
K ingdom  exports seasonally adjusted were 6 / 2 per cent more than in 
the corresponding three m onths period a year ago.

Following a period o f  very rap id  econom ic expansion between 
1959 and 1961 during which the Finnish gross national product grew 
in volume by 6, 9 and 6 / 2 per cent in  the three years, a definite tendency 
tow ards a slowing dow n in the rate o f  grow th became apparent last 
year. Total production expanded only ju s t over 3 per cent in 1962, 
and  developments during the year have brought to  the fore the exist
ence o f sizeable difficulties—signs o f which were noticeable a year 
earlier—in some fields o f econom ic activity.

The principal aim  o f econom ic policy last year has been to ease 
the pressure of internal dem and. Costs rose and the balance o f payments 
began to  come under strain. A lthough a considerable increase in 
im ports helped to offset the inflationary effects o f excess dem and at 
home, the cost o f living index rose notw ithstanding by approxim ately 
the same am ount as during the three preceding boom  years taken 
together. The increase in the price level o f home produced goods 
and im ports taken together in 1962 is estim ated at somewhat above 
3 y2 per cent. As this corresponds closely to similar increases in many 
other W estern European countries it was less dam aging from the point of 
view of the competitive ability o f  the Finnish economy in overseas m arkets 
than  would otherwise have been the case. There was a lack of balance 
in the money m arket between the supply o f savings and the dem and for 
loanable funds with the result th a t the liquidity position o f the com m er
cial banks and other financial institutions was severely strained. The 
situation has been aggravated by the weakened propensity to save on 
the part o f the general public. The main reasons for this seem to have 
been the rising trend in the cost o f  living and m isunderstanding regarding 
the nature o f the new currency reform . The m onetary authorities 
have introduced specific measures to  check increases in bank advances. 
This was done by limiting rediscounting facilities with the Central 
Bank, which has forced the commercial banks to cut down the volume 
o f their lendings.

The trend towards a growing budget deficit in the first half o f 1962 
was countered with the help o f  the stabilization program m e introduced 
in M ay, 1962. N otw ithstanding these m easures, however, the deterio
ration o f the budget continued. A lthough the approved budget for
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1963 envisages a smaller deficit, actual expenditure is likely to  exceed 
original estimates. Various new measures are being considered to 
raise revenue in the current year.

With expansion continuing, all be it a t a slower pace, and the diffi
culties encountered by the forestry and its related processing industries 
on world markets, the Finnish im port surplus in 1962 was appreciably 
larger than a year earlier. Total exports increased, but the expansion 
was not sufficient to cover the grow th o f im ports. Forecasts for 1963 
indicate a smaller increase in the volume o f gross national product 
than in 1962. Exports are expected to be only slightly higher in volume 
than in 1962 and im ports considerably lower. According to the fore
casts the volume of public investm ent will increase markedly, whereas 
the volume of private investments is expected to fall this year.
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E FT A ’S  TR A D E IN  1962/1963

In ternational trade has continued to  expand. In  1962 the value 
o f world exports, excluding Eastern countries, reached 123,500 million 
U.S. dollars, the highest ever to  be recorded. The rate of grow th 
exceeded slightly tha t o f the preceding year. W estern Europe’s exports 
increased a little faster than  did world exports; more than half o f  the rise 
in world exports were accounted for by O ECD-Europe. The greater 
part o f the increase can be attribu ted  to trade among M ember States. 
O n the im port side W estern Europe absorbed 5,200 million U.S. dollars 
o f the to ta l o f  7,700 million U.S. dollars, a t which the increase in 
w orld im ports was valued in 1962.

W orld trade increased m ore in volum e than  in value terms. Prices 
o f m anufactures seem to have continued to  rise, whilst prices o f prim ary 
products weakened again by one point.

E F T A ’s World Trade

E F T A ’s world trade*  increased approxim ately in line w ith the 
rise o f to tal in ternational trade. The to tal exports of the EFTA  countries 
also rose by a little less than  5 per cent in 1962, which in turn  is some
w hat below the rate o f increase o f the year before. These exports 
reached (including F inland) the value o f 21,527 million dollars, bringing 
E FTA , after the European Econom ic Com m unity, into second place 
before the U nited States, which in 1962 exported goods to  the value o f 
21,360 million dollars.

The im ports o f the EFT A  countries (including Finland) from  the 
world increased a t alm ost the same pace as their world exports. They 
rose by 4.6 per cent, which com pares with a 2.3 per cent increase in 1961. 
These im ports (including F inland) am ounted in 1962 to  25,830 million 
dollars which corresponds to  a fifth o f to tal world im ports. This 
figure is considerably above the U nited States’ world im ports, which 
reached 16,249 million dollars. Even if intra-A rea trade is deducted, 
the A ssociation’s to ta l im ports from  outside the Area (including Finland) 
are still abou t 4,000 million dollars higher than  U nited States’ purchases 
abroad.

* U nless o therw ise sta ted , E F T A  always refers to  the  seven countries only. E F T A ’s W orld 
T rade includes in tra -A rea  trad e .
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In the first quarter o f 1963 exports continued to grow a t the same 
rate as during the whole year 1962, i.e., by 5 per cent. Im ports, on the 
other hand, rose only by about 1 per cent in the first quarter o f 1963, 
which is considerably less than the overall figure for 1962.

E F T A ’s terms o f trade improved again for the fifth consecutive 
year in 1962. This, however, is only valid for EFTA  as a group, and 
mainly due to the im provement of the British terms o f trade. In other 
M ember countries, as for example in  Sweden, and to  a lesser degree 
also in Norway, the terms of trade deteriorated.

The 4.7 per cent rate o f growth of E F T A ’s foreign trade is an aggregate 
figure which veils the development in the trade of the single countries. 
In  particular, the large weight of the U nited K ingdom  in the total 
(this accounted for over half of E F T A ’s world trade) tends to  mask 
the changes. In  fact, only Austria shows a rate o f expansion in trade 
similar to  that o f EFTA  as a group. Portugal stands out in so far as 
it increased its world exports by 11 per cent (more than any other M ember 
country o f EFTA) and reduced its im ports in the same period by 10 
per cent. N o other EFTA  country reported decreases in its im ports, 
all of them increased their purchases from  the world, particularly 
D enm ark which bought 14 per cent m ore goods than a year earlier. 
The average rates o f growth in world exports and world im ports of the 
Continental EFTA  countries are + 7 .0  per cent and + 7 .1  per cent 
respectively.

Europe is by far the most im portant m arket o f EFTA . H alf o f its 
total exports go to countries o f this continent and the share o f imports 
is practically the same. Since the rates o f growth in E F T A ’s trade 
with Europe have in the last years always surpassed the rates o f growth 
o f E FT A ’s world trade, the proportion  o f Europe in E F T A ’s trade 
has constantly risen at the expense o f  the rest o f the world.

Direction o f E FTA ’s * T otal Trade 1962 

EXPORTS IMPORTS

* Including Finland.

Rest o f the 
World 

(39.4%)
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In 1962 slightly more than a quarter o f E F T A ’s total exports went to 
countries o f the European Econom ic Com munity and a fifth constituted 
intra-A rea trade. The EEC is also the most im portant trading partner 
o f EFTA  as regards im ports. A bout 30 per cent o f all goods imported 
into the Area came from  the Com m unity. The Federal Republic of 
G erm any was E F T A ’s leading supplier and buyer.

The share o f Europe is particularly large in the export trade of 
A ustria and D enm ark, where it am ounted in 1962 to  86 per cent and 
80 per cent respectively. The p roportion  is relatively small in the United 
Kingdom despite the im portant role trade with Europe plays in the 
total trade of this country.

All W estern European countries with the sole exception of the 
Federal Republic o f Germany, reported im port surpluses in 1962. This 
is a typical feature in the trade o f  W estern European countries which— 
with two exceptions—are traditionally net importers. Throughout the 
last decade only G erm an and French trade showed export surpluses, 
all the others, including EFTA  countries, bought more from abroad 
than they sold there.

The whole deficit in the trade balance o f the countries of OECD 
Europe am ounted to about 7,500 million U.S. dollars, o f which 4,200 
million U.S. dollars fell to the share o f EFTA.

After three consecutive years with export surpluses— mainly due 
to  the Germ an trade perform ance—the European Economic Community 
in the year 1962 had an im port surplus. It reached alm ost 1,500 million 
U.S. dollars.

As regards EFTA, the decrease in the British, Portuguese and N or
wegian im port surpluses did not offset the large increases in the Danish 
and Swiss surpluses.

In the last ten years exports o f EFTA  as a group always covered 
roughly four-fifths of the g roup’s im port requirem ents; the percentage 
was 83 in 1962. Only Portugal and Norway report divergent figures. The 
two countries export about 60 per cent o f the value o f their imports. 
In general, these percentages are not disquieting, for they reflect the 
structure o f the foreign trade o f E FTA  countries. The deficits are to 
a great extent balanced by tourist incomes, shipping returns and other 
current account receipts in the respective M ember countries.

M anufactures, including chemicals, again played the most im portant 
role in E FT A ’s Foreign trade. In the first nine m onths o f 1962 these pro
ducts accounted for three-quarters o f the M ember countries’ total exports. 
W ithin this group of commodities chemicals registered the highest rate o f 
growth, followed by machinery and transport equipment. Approximately 
one half o f these goods went overseas and the balance to  W estern Europe.

On the im port side m anufactures, including chemicals, formed 
alm ost half o f all imports, food, beverages and tobacco 25 per cent, 
and  the rem ainder fell to  the share o f  raw materials and mineral fuels. 
Whilst purchases of chemicals and m anufactures rose slightly, im ports
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of food, fuels, machinery and transport equipm ent increased considerably. 
The figures for beverages, tobacco and raw materials are below those 
o f the corresponding period a year earlier. A lthough EFTA  im ports 
most of its food, fuel and raw materials from  overseas countries, it 
nevertheless, bought also considerable quantities, namely over 30 per 
cent of these products from  W estern Europe. Machinery, transport 
equipm ent and chemicals were im ported practically entirely from  
European and American OECD sources.

Intra-EFTA Trade

Trade am ong EFTA  M ember countries continued to expand, although 
the rates of growth have levelled off in the course of the last three years. 
Intra-Area trade, measured in exports, rose by 6 per cent in 1962, or 
234 million U.S. dollars, and thus rose faster than E FTA ’s world trade. 
All M ember States contributed to the expansion. Switzerland achieved 
the highest rates of growth both in exports and imports. In absolute 
terms D enm ark had the greatest rise in im ports from  EFTA  countries 
(121 million U.S. dollars) and the United Kingdom in exports to them 
(84 million U.S. dollars). Portugal is the only M ember country whose 
imports from EFTA  declined, which is in line with the general decline 
in Portugal’s total imports.

Total intra-Area exports am ounted to 4,073 million U.S. dollars 
in 1962, half o f which fell to the share of the Scandinavian countries and 
roughly one-third was the proportion of the United K ingdom ’s trade.

Because o f its extremely high increase in im ports, Switzerland’s 
export surplus with the rest o f the EFTA  countries was virtually wiped 
out and changed to a m inor deficit. On the other hand, the Area exports 
of the United Kingdom, which so far had been a net im porter, increased 
at such a rate that the country attained an export surplus. Thus only 
the United Kingdom and Sweden are left with trade surpluses vis-a-vis 
EFTA ; all the other countries reported trade deficits in their intra- 
Area trade.

Percentage changes in Intra-EFTA Trade
(1962 on one year earlier)

EXPORTS IM PORTS

10.9 Austria 7.8
9.9 Denmark 17.4

0.3 Norway 3.5
5.9 Portugal — 11.2
2.2 Sweden 9.7

12.8 Switzerland 20.4

6.7 United Kingdom 0.5
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In the first quarter of 1963 intra-A rea trade expanded at the same 
rate as during the whole of 1962, i.e., by slightly more than 6 per cent.

Industrial EFTA  goods, in other words goods which benefit from 
tariff reductions under Articles 3, 6 and 23 of the Stockholm Convention 
cover an  extremely high proportion o f intra-EFTA  trade. Consequently, 
the development in the trade in these goods determines to  a decisive 
degree the trend in the total A rea trade. Although an exact calculation 
of the proportion of industrial EFTA  goods is not possible—national 
trade statistics do no t separate completely trade in these commodities— 
it can nevertheless be roughly computed. The result shows that for the 
six continental M ember States goods eligible for Area Tariff Treatm ent 
made up a very high percentage o f im ports from  other EFTA  countries, 
the United Kingdom alone shows a different proportion due to its 
specific pattern of trade.

On the export side, the Convention covers a similarly high proportion 
of intra-EFTA  trade in five of the seven countries. The exceptions are 
Denm ark and Portugal. It is estimated that some 87 per cent o f the 
la tter’s EFTA  exports benefit under the provisions o f the Convention; 
the percentage for D enm ark is lower, due to  the large share of 
agricultural exports which are excluded from tariff cuts.

M anufactures, including chemicals, are the most im portant com 
modities in intra-EFTA  Trade. They accounted for two-thirds of 
intra-Area exports. During the first three-quarters o f 1962, trade in 
these products went up by over 5 per cent com pared with the corres
ponding period a year earlier. The highest increase, however, was in 
fuels, which rose by 19 per cent.

Although only a short time has elapsed since the first tariff reduction 
on 1st July, 1960, it nevertheless seems that the Stockholm Convention 
has had a visible im pact on the trade of Member States. As a trade 
pattern can never change radically within such a limited period as 
33 months, on which the following analysis is based, and as in addition 
the effects o f tariff reductions stem mainly from their influence on prices, 
substantial moves in that pattern can mainly be expected for trade 
in those goods, the dem and of which is mainly governed by prices. 
There are, however, many other goods, which are only to a small 
degree, or not a t all, price sensitive. As regards these commodities, 
other factors, such as publicity, tradition, quality, services, etc., may 
often outweigh reductions in prices and influence finally the decision 
of customers to buy or not to buy.

D uring the last four years the percentage of E F T A ’s total exports 
going to  EFTA  countries has steadily risen from  17.9 per cent in 1959 
to almost 20 per cent in 1962. The EFTA  share o f total Area trade 
reaches 22.3 per cent if F inland is included. The increase was 
particularly pronounced in A ustria whose exports to  EFTA  countries 
between 1959 and 1962 rose by 71 per cent thus increasing its EFTA  
share o f total trade from  11.6 per cent to  15.2 per cent.
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EFTA Share in Total Trade (Exports)
(Percentages)

1959 1960 1961 1962
1st Q t 

1962

la rter

1963

A u stria .................................... 11.6 12.5 14.4 15.2 15.7 16.4
D e n m a r k ............................ 40.5 42.6 42.6 43.5 44.0 42.7
N o r w a y ................................ 38.9 43.4 42.9 41.1 39.6 41.5
P o r tu g a l ................................ 17.6 20.6 21.7 20.2 19.8 19.4
S w e d e n ................................ 33.7 34.4 35.5 34.0 35.0 37.5
Sw itzerland ....................... 15.3 15.9 16.1 16.8 17.5 17.4
U nited K ingdom  . . . . 10.4 10.8 11.6 12.2 12.2 12.4

EFTA  ................................ 17.9 18.9 19.7 19.9 20.2 20.8

Three groups o f  M em ber countries can be distinguished clearly: those 
in which EFTA  trade form s a large share o f total trade—the Scandinavian 
countries; those which do only a relatively small part of their trade 
with other E FTA  countries— A ustria, Switzerland and the United 
K ingdom ; and  Portugal, which occupies an interm ediate position.

EFTA’s Trade with the EEC and the United States

The exports from  E FT A  countries to  the countries of the European 
Economic C om m unity developed very satisfactorily mainly due to the 
vigorous rise in the U nited K ingdom ’s exports, which had already 
soared in 1961. But Portugal, N orw ay and Switzerland also report 
very favourable sales results. The rate o f growth achieved, exceeded 
not only the overall percentage rise o f E F T A ’s world exports, but was 
even higher than  the increase in intra-A rea trade. Exports to the 
Com m on M arket rose m ore than  im ports from it. No country showed 
a decrease in its exports in 1962.

Im ports from  the EEC countries rose, although on the whole at a 
lower rate than in 1961. The m ost striking feature in these im ports is 
the heavy increase o f Swiss purchases which am ounted to  1,895 million 
U.S. dollars in 1962 (alm ost the size o f British im ports 1,984 million 
U.S. dollars). The next country to  follow is Sweden with imports 
worth 1,268 million U.S. dollars.

In the first quarter o f  1963 exports o f EFTA  as a group continued to rise 
but at a lower rate than  in 1962. Im ports remained practically unchanged. 
Looking at particular countries, the United Kingdom stands out in so far 
as it is not only the country which reports the highest rate of growth in its 
exports to  the EEC countries, bu t is also the only EFTA country which 
expanded its exports to  the European Com m unity even more than in 1962. 
All continental EFTA  countries increased their exports to the EEC at 
a lower rate than in 1962; Sweden’s exports in the first quarter o f 1963 
were even below the figure for the corresponding period a year earlier.
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The European Econom ic C om m unity continued to  be the most 
im portant trading partner o f the E FTA  countries. The A ssociation’s 
exports to  the EEC in 1962 were valued at 5,504 million U.S. dollars, 
its im ports a t 7,622 million U.S. dollars. The im port surplus resulting 
from this trade goes completely to the account o f  the continental 
EFTA  M embers, especially of Switzerland, which reached the extremely 
large im port surplus of alm ost one billion U.S. dollars. The United 
Kingdom, on the other hand, transform ed its (traditional) trade gap 
into an export surplus of over 200 million U.S. dollars. This was the 
result of the country’s vigorous expansion o f exports to  the Com m unity 
in the last two years.

The three leading traders o f E FT A —the United K ingdom , Sweden 
and Switzerland—did alm ost three-quarters o f E F T A ’s export to the 
EEC in 1962; the share o f the U nited K ingdom  alone accounted for 
40 per cent. Nevertheless, A ustria rem ained the country with the closest 
trade links with the EEC. M ore than  half o f A ustria’s to tal trade 
was with the Community.

Exports o f the main com m odity groups— machinery, transport 
equipm ent and other m anufactures—expanded rem arkably in the first 
three quarters o f 1962 com pared with the corresponding period in
1961. Sales of machinery and transport equipm ent in particular rose 
considerably above the average.

On the im port side, purchases o f m achinery and transport equipment 
increased by over 10 per cent. As a result the share o f  this commodity 
group in total EFTA  im ports from  the EEC reached alm ost 33 per cent. 
M anufactured goods, including chemicals, m achinery and transport 
equipm ent accounted for th ree-quarters o f E F T A ’s to ta l im ports from 
EEC countries.

The main feature in the trade with the U nited States is the sharp 
expansion o f exports. Since 1959 E F T A ’s exports fell continuously 
and it was only in 1962 th a t they recovered. Owing to  the low level o f 
exports in 1961 the average rate  o f grow th in 1962 reached 15.8 per cent. 
All EFTA  Members benefited from  this expansion.

The development in im ports is less uniform . Some countries reported 
decreases in their purchases from  the U nited States, others increased their 
imports. Taking EFTA  as a whole, im ports from  the U nited States rem ain
ed basically unchanged at the very high level o f  1961. Trade slack
ened in the first quarter o f 1963. Exports as well as im ports declined.

Exports o f machinery and transport equipm ent soared by over 
30 per cent whilst other m anufactures also increased rem arkably by 
over 20 per cent during the first three quarters o f  1962 com pared with 
the corresponding period in 1961. These com m odity groups represented 
70 per cent of all EFTA  exports to the U nited States.

The most notable change in the com position o f im ports is the increase 
in purchases o f food, which went up by 46 per cent. This group now 
takes second place after machinery and  transport equipm ent.
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The EFTA  countries have always been im portant m arkets for 
the developing countries in Asia, Africa and Latin America. Devel
opments in 1962 indicate that the creation o f EFTA  has no t impeded 
trade with overseas countries; on the contrary, im ports increased. 
The Association’s trade with the developing countries is larger than  in tra- 
EFTA  trade and im ports in particular exceed intra-A rea trade  consi
derably. In 1962 EFTA  absorbed from  the above-mentioned three 
continents (excluding Japan) goods worth over 5,500 million U.S. dollars 
and this compares with 4,340 million U.S. dollars in intra-A rea im ports. 
The export surplus o f the developing countries in their trade w ith E FTA  
increased in 1962 by tw o-and-a-half times com pared with a year earlier 
and reached over 700 million U.S. dollars. I t is true, however, that 
this is no t only due to  increased exports to  EFTA  countries, but also 
to reduced im ports from  them. There was a rem arkable expansion in 
the value of shipments from  Latin America into EFTA.

The largest elements in the composition o f E F T A ’s exports to 
developing countries are machinery and transport equipment, other 
m anufactures and chemicals. A lthough exports in these commodities 
declined during the first three quarters o f 1962, they still accounted 
for alm ost nine-tenths o f the A ssociations’s total exports into the three 
areas under review.

On the im port side, food, fuels and raw  materials play the most 
im portant role. Im ports o f food and fuels increased, those of raw 
materials were lower than in the corresponding period a year earlier.

EFTA’s Trade with Other Areas

EFTA’s Trade with Developing Countries
(1962)

E xports Im ports

A frica
A sia
(excl.

Japan )
Latin

A m erica Africa
A sia
(excl.

Japan)
Latin

A m erica

V alue o f  trad e  (m ill. U S d o l
lars) .................................... 1,667 1,988 1,175 1,576 2,343 1,620

Balance o f  t r a d e .................. +  91 — - - — 355 — 445

Percentage change against 
19 6 1 ..................... — 2.7 — 7.3 — 4.8 +  2.5 +  1.1 +  6.4

Percentage share in E F T A ’s 
to ta l trade  ....................... 8.2 9.7 5.8 6.4 9.5 6.6

U nited  K ingdom ’s share 78.2 78.9 60.8 81.2 85.7 67.9
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(a) Africa

The characteristic feature o f E F T A ’s trade with Africa is the pre
dom inant role o f the U nited K ingdom ’s trade. A bout 80 per cent 
of E F T A ’s total trade with this continent fell to the share of the United 
Kingdom and the larger part of it was with Com m onwealth countries. 
Portugal is however in the leading position when com paring in relative 
terms the share which Africa occupies in the total trade of M ember 
States: 27 per cent of all Portuguese exports go to  Africa, compared 
with 12 per cent in the case o f the United Kingdom. In  contrast to  
its trade with Asia and Latin America EFTA  has a small export surplus 
vis-a-vis Africa. In fact all EFTA  countries with the exception of 
Norway and A ustria exported more than they im ported. Total EFTA 
exports fell by 2.7 per cent in 1962, whilst im ports rose by about the 
same percentage. This result is strongly influenced by the fact that the 
United Kingdom increased its im ports and its exports fell, whereas 
the continental EFTA  countries’ exports to  Africa rose and their 
im ports decreased.

In the first quarter o f 1963 E F T A ’s exports started to increase again 
and the Association’s im ports rose more than in 1962.

(b) Asia (excluding Japan)

As in the case o f E F T A ’s trade with Africa, the United Kingdom 
is the main trader with Asia. Again 80 per cent o f E F T A ’s total trade 
with Asia fell to the share of the United K ingdom ; approximately half 
is Commonwealth trade.

E F T A ’s im ports increased slightly in 1962 and attained 2,342 million 
U.S. dollars, thus exceeding exports by 355 million U.S. dollars. Exports 
o f M em ber States to  Asia fell, with the exception o f swiss exports which 
increased.

In the first quarter o f 1963 E F T A ’s exports recovered and imports 
from Asia (excluding Japan) increased at a much more rapid pace than in
1962.

(c) Latin America

The total EFTA figure was again to  a high degree—although less 
than in the case of Africa and Asia—a reflection of the United K ingdom ’s 
trade which made up for two-thirds of the total.

E F T A ’s im ports rose by over 6 per cent in 1962 and were valued 
at 1,620 million U.S. dollars. All M ember States contributed to  this 
result. The A ssociation’s exports fell by about 5 per cent; Sweden 
is the only country which increased its sales.

Both changes led to the high im port surplus o f 444 million U.S. 
dollars. In the first three m onths of 1963 E F T A ’s exports to Latin
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America continued to  decline whereas the A ssociation’s imports grew 
a t a higher rate than the average for 1962.

(d) Eastern Europe

In general, trade w ith Eastern Europe plays a m inor role in E F T A ’s 
total trade. Only 4 per cent of the M em ber countries’ im ports and 
exports combined were accounted for by trade with Eastern Europe. 
There is, however, one exception: A ustria does a relatively high propor
tion o f its foreign trade with countries o f  this region. In 1962 about 
15 per cent o f  A ustrian exports went to Eastern Europe, which supplied 
11 per cent o f its im ports.

EFTA  has an im port surplus o f 59 million U.S. dollars vis-a-vis 
Eastern Europe, mainly due to  the high im port surplus of the U nited 
Kingdom.

In 1962 a decline in British exports was offset by a sharp expansion 
in exports o f  continental M ember countries; total exports of EFTA  
as a group thus went up by over 7 per cent. Im ports rose less than 
a year earlier, but still by about 3.5 per cent.

In the first quarter o f  1963 exports increased by over 13 per cent, 
while im ports declined.

M anufactures, machinery and transport equipment played the 
m ost im portan t role in exports. Sales o f  the latter commodity group 
went up  by over 20 per cent during the first three quarters o f 1962 
com pared w ith the corresponding period the previous year. Food, 
raw m aterials and fuels dom inate in the com position o f imports.

Finland’s Trade

Finland’s foreign trade continued to  increase in 1962. Exports 
moved up by 4.7 per cent to 1,104 million U.S. dollars and imports 
rose by 6.5 per cent to  1,228 million U.S. dollars. This development 
resulted in the considerable im port surplus o f 124 million U.S. dollars, 
a surplus for the th ird  consecutive year.

As regards the distribution of foreign trade by main trading areas, 
the statistics reveal a decline o f Finnish exports both to EFTA  and the 
EEC. This can to  some extent be attributed  to  the fall in prices of 
paper and pulp. Exports to  the Eastern bloc, particularly to the 
Soviet Union, soared mainly due to large sales of the metal-using indus
try. Im ports from  all the three m ajor trading areas rose, and the expan
sion was most pronounced in the trade with EFTA. The United King
dom  is the leading trading partner o f  Finland followed by the Federal 
Republic o f G erm any and the Soviet Union.

The movement in the regional distribution of F in land’s foreign 
trade accentuated the difficult problems which arise out o f the imbalance 
in this trade. The im port surpluses vis-a-vis the Federal Republic of
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FINLAND'S FOREIGN TRADE, 1962

Exports Imports
Balance 
of trade 
million 

US 
Dollars

Million
US

Dollars

Changes

per

Share

:ent

Million
US

Dollars

Changes

per

Share

:ent

A u s t r i a ................................ 2.9 — 21 0.0 8.9 +  6 0.7 —  6.0
D e n m a r k ........................... 40.6 +  9 3.9 38.6 +  5 3.2 +  2.0
N o r w a y ................................ 13.7 — 30 1.3 17.2 +  10 1.4 —  3.4
P ortugal ........................... 0.8 — 29 0.0 2.5 +  56 0.0 —  1.8
Sweden ............................... 63.4 +  6 5.8 148.1 +  12 12.1 —  84.6
S w i tz e r la n d ....................... 6.8 — 37 0.6 31.3 +  14 2.6 —  24.5
U nited  K ingdom  . . . 223.7 —  4 20.4 186.2 +  6 15.2 +  37.5

E FT  A ............................... 351.9 —  4 31.9 432.8 +  9 35.2 —  80.8

E E C .................................... 317.0 —  3 28.7 423.4 +  6 34.5 — 106.4
Soviet U nion  .................. 196.3 + 5 4 17.8 168.1 +  7 13.7 +  28.2
U SA ................................ 59.1 + 2 7 5.3 62.9 —  3 5.1 —  3.9

T O T A L  ............................... 1,104.1 +  5 100.0 1,228.3 +  6 100.0 — 124.2



G erm any and Sweden reached 119 million and 85 million U.S. dollars, 
respectively, and it is considered th a t this will become a burden in time 
to  come. The relatively large export surplus in the bilateral trade with 
the Soviet U nion does no t help to  mitigate the tight balance o f  trade.

On the export side, only paper and  metals showed an increase. 
In all the o ther com m odity groups there was a contraction. Since prices 
o f paper industry products dropped in the second half o f 1962, the 
volume increase in exports exceeded th a t o f the value increase. Ship
ments o f the metal w orking industry, predom inantly composed o f ships 
and machines, expanded briskly. This development, however, is excep
tional and mainly due to  the delay in certain large deliveries o f ships 
originally scheduled for delivery in late 1961. Exports of forest products 
declined; in particular sales o f round tim ber dropped sharply.

The com m odity breakdow n o f F innish im ports shows a sharp 
expansion in purchases o f investm ent goods and fuels, which went 
up by 11 and 12 per cent respectively. Raw materials and finished 
consum er goods increased a t smaller rates.

A t the end o f the year some 350 items or sub-items representing 
about 9 per cent o f  the to ta l value o f the global quota program m e for 
1962 were liberalized.

Since im port prices rose by 1.5 per cent and export prices fell by 
the same am ount the Finnish term s o f trade deteriorated by about 
3 per cent.
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PA RT IV

A SSO C IA TIO N  A G R EEM EN T W ITH  FIN L A N D

The Agreement creating an A ssociation between the M em ber countries 
o f  the European Free Trade A ssociation and the Republic o f Finland 
entered into force on 26th June, 1961. The first tariff reduction and the 
first relaxation o f quantitative 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 were 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 o f  the Association Agreement

The governing body of the F inland-E FT A  A ssociation is the Joint 
Council created by the Agreement. I t is com posed o f  the members of 
the EFTA  Council and representatives o f  Finland. I t  meets a t regular 
intervals, generally bi-monthly, a t the level o f officials. The meetings 
are prepared by a perm anent working group o f deputies representing 
the eight members of the F inland-EFTA  Association.

The first meeting of the Jo in t Council was held at M inisterial level 
in London in June, 1961. The second meeting at this level was held 
in Copenhagen a year later. D uring the period under review three 
meetings at this level took place, in Oslo on 22nd O ctober, 1962, in 
Geneva on 19th February, 1963 and in Lisbon on 11th M ay, 1963.

The Chairm an o f the Joint Council is elected for a period o f six 
m onths. The Chair was held by N orw ay from  1st July, 1962, and by 
Portugal from 1st January, 1963.

Finnish representatives have participated in the w ork o f such EFTA  
committees and working groups th a t deal with subjects o f interest in 
the relations between M ember States and Finland under the Association 
Agreement (the Customs Committee, the  Com m ittee o f T rade Experts, 
and ad hoc working groups on various trade questions). Finnish 
representatives have also participated in the two meetings o f the C onsul
tative Committee o f EFTA  which have taken place during the period 
under review.
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The EFTA  Secretariat provides the secretariat services for the 
F inland-EFTA  Association and Finland therefore contributes to the 
budget o f the Association by an annual payment.

Trade and Customs Questions

The Joint Council adopted all the decisions previously taken by the 
EFTA  Council in the trade field up to  the time of the decisions taken 
in Fisbon in May, 1963. The decision taken by the EFTA  countries 
to accelerate the date o f the tariff reduction from  70 to 60 per cent of 
basic duties was adopted by the Jo in t Council and put into effect as 
regards im ports into Finland on 1st August, 1962. The reduction from 
the 60 per cent to the 50 per cent level was adopted by the Join t Council 
in November, 1962, and put into effect as regards im ports into Finland 
from  30th April, 1963. The EFTA  countries extended their tariff 
reductions to im ports from  Finland at the same time as the reductions 
took effect with regard to imports from  M ember States. The EFTA 
countries have offered to extend to Finland all the decisions adopted 
by them  in Fisbon and the Finnish G overnm ent is a t present considering 
this question. It is expected that the decision o f the Finnish Government 
will be announced at the M inisterial M eeting o f the Joint Council 
which will take place in Helsinki on 13th September, 1963.

During the period under review new m arketing arrangem ents re
garding agricultural goods were introduced in Finland. These arrange
ments mostly affected products which are not treated in the same way 
as industrial goods under the EFTA  Convention. Since, however, a 
few products were affected, the new Finnish regulation system was 
studied in detail in connection with the items concerned. Solutions 
have now been found which will not infringe the obligations under the 
Association Agreement.

External Relations

The Joint Council is currently inform ed on the relations o f EFTA 
with o ther relevant international organizations.

The Association Agreement was subm itted to G A TT in 1961 in 
accordance with Article XXIV o f the General Agreement. When 
a second report on the progress made by the Members o f EFTA  in 
implementing the Stockholm Convention was presented to the 20th 
Session o f the Contracting Parties to  the G A TT in November, 1962, 
inform ation was given for the first time on the progress made in imple- 
plementing the Association Agreement with Finland.
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APPENDIX

Amendments and Implementation o f  the EFTA Convention.

The Timetable for Tariff Reductions

Article 3, paragraph 2 of the Convention was amended by Decision 
the Council No. 6/63, adopted on 10th May, 1963. By this Decision 
the timetable providing for elim ination o f the remaining 50 per cent o f 
duties on trade in industrial goods between M ember States was modified 
w ith the effect that remaining duties will be eliminated in four steps, 
three of 10 per cent on 31st December, 1963, 1964 and 1965, respectively, 
and one of 20 per cent on 31st December, 1966. The original tim etable 
provided for elimination o f the last 50 per cent of duties in five steps 
each o f 10 per cent on 1st January, 1966, 1967, 1968, 1969 and 1970, 
respectively.

Final Date for the Elimination o f  Quantitative Import Restrictions

By Decision of the Council No. 7 o f  1963, adopted on 10th M ay, 1963, 
paragraphs 2 and 3 of Article 10 o f the Convention were amended. 
The amendment of paragraph 2 o f Article 10 means that M ember States 
shall eliminate their quantitative restrictions on im ports not later than 
31st December, 1966, instead o f no t later than 31st December, 1969, 
as originally prescribed in the Convention.

The amendment o f paragraph 3 o f Article 10 means that M em ber 
States shall relax their quantitative restrictions in such a way that a 
reasonable rate of expansion o f trade is not frustrated and tha t no 
burdensom e problems are created for the M ember State concerned 
in the years immediately preceding 1st January, 1967. In the original 
text tha t date was 1st January, 1970.

Trade in Agricultural Goods

By Decision of the Council No. 8 of 1963, adopted on 10th M ay, 1963, 
a procedure was established for the annual review o f trade in agricul
tu ral goods provided for in Article 25 o f the Convention. The review 
shall be carried out each year before the end of July and an A gricultural 
Review Committee is established.
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At the M inisterial M eeting in Lisbon on 10th May, 1963, a decision 
in principle on deletion o f certain goods from  Annex D to the Convention 
was adopted. By this decision the goods in question are given the 
benefit of the full free trade A rea treatm ent, i.e., in the first instance 
the elimination o f duties and  quantitative im port restrictions. The 
formal decision defining in exact term s the goods subject to the decision 
was not yet taken at the time o f writing the present report.

Economic Development

By Decision o f the Council N o. 9 o f 1963, adopted on 10th May, 1963, 
an Economic Developm ent Com m ittee was established. The task  o f 
the Committee shall be to  examine such questions relating to economic 
development in M em ber States as the Council may refer to  it. The 
Committee shall subm it reports and recom m endations to  the Council 
and shall have access to  such special advice and assistance as may be 
necessary and appropriate for the fulfilment o f its task.

Practices o f Public Undertakings

By Decision of the Council N o. 10 o f  1963, adopted on 10th M ay, 
1963, the date o f 31st Decem ber, 1969 in paragraph 5 o f Article 14 o f the 
Convention was replaced by the date o f  31st December, 1966. From  
this date discrim inatory practices o f public undertakings affording 
protection to domestic production, or discriminating against certain 
imports on the grounds o f nationality, shall be finally eliminated.

The List o f  Qualifying Processes and the Basic M aterials List

A num ber o f qualifying processes and a few related items in the 
basic materials list are valid only for a limited period. By Decision 
o f the Council N o. 5 o f 1963, adopted  on 25th April, 1963, the validity 
of these processes was prolonged until 31st December, 1963. By 
Decision of the Council N o. 18 o f 1962, adopted on 18th December, 1962, 
a  new qualifying process for fishing nets was adopted.

By Decision o f the Council No. 13 o f 1962, adopted on 10th Septem
ber, 1962, chemically modified lignite waxes and mixtures o f such waxes 
were added to  the basic m aterials list which consists of goods which 
regardless of their provenance are treated  as if they were o f Area origin 
when used to  produce o ther goods within the Area.

Documentary Evidence o f  Origin

By Decision of the Council N o. 14 o f 1962, adopted 2nd October,
1962, rules were established on certificates of origin issued in a M ember 
State other than  the country o f production.

By Decision o f the Council N o. 3 o f  1963, adopted on 22nd February,
1963, provision was m ade for A rea tariff treatm ent of goods o f Area
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origin consigned to  a M ember State from  an exhibition in a non-Area 
country.

Basic Duties

By Decision of the Council N o. 2 o f  1963, Portugal was authorized 
to adopt new basic duties for a num ber o f  nitrogenous fertilizers. These 
duties will be reduced in accordance w ith the tim etable set out in Annex 
G to the Convention.
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