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I. Survey of the year

The year in EFTA: 1967-1968

This eighth report o f EFTA  covers a further twelve months of progress in 
the Free Trade Area. By the end of 1967, a year after completion of the main 
schedule of tariff and quota dismantling, trade among the eight countries had 
reached a level 130 per cent higher than in 1959, the year before the Stockholm 
Convention was negotiated. The latest increase was notable for being achieved in 
a year that was difficult both for world trade and for the economies of several 
countries in the group. Within the Association itself, the main activities were 
directed to  ensuring the continued smooth working of the free trade arrangements, 
to  defining more precisely the obligations of the Member countries towards one 
another, and to  giving the maximum support to all efforts that might lead to 
freer world trade. The one major disappointm ent o f 1967-1968 was the lack of 
headway in efforts to achieve wider European integration.

Developing co-operation in EFTA

As expected, the focus of EFTA ’s internal work has now shifted to the removal 
o f non-tariff barriers to trade—a broad and challenging field in which advance 
can be expected to  be slow. Nevertheless, as later sections of this report should 
make clear, much has been done in the course of the year.

Early in 1968, the EFTA Council carried out a general review of the Associ
ation’s activities, with the aim of fixing future priorities and objectives. The 
review, supplemented by proposals put forward by the Nordic EFTA Govern
ments, formed the basis for a new programme of work which was approved 
by EFTA Ministers at their meeting in May in London. Reference to this pro
gramm e’s impact on work in particular fields will be found scattered throughout 
this report, as it deals with a wide variety of subjects. Its aims, however, may 
be summed up under three headings: the improvement o f the trading opportunities 
offered by the Free Trade Area; the clearer understanding of the provisions 
o f the EFTA Convention; and the broadening of EFTA consultation.

The first category—enlargement o f EFTA trading opportunities— covers 
a particularly wide range. It extends beyond the main EFTA field of trade in 
industrial products, since it provides for new reviews o f trade in agricultural
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and m arine products, in the course of which Member countries will also indicate 
to  what extent they can remove existing restrictions on imports from  their EFTA 
partners. The EFTA rules of origin are to  be re-examined, to  see whether any 
changes might be made that would stimulate intra-EFTA trade. The EFTA 
Governm ents have agreed to put their full weight behind efforts to  secure the 
m utual recognition of product tests between EFTA countries, as well as non
discrimination in all administrative arrangements relating to testing, with the 
aim of reducing the hindrances to  trade in which these can now often result. 
These are only a few examples.

The w ork of interpreting and applying the provisions of the EFTA  Convention, 
and o f improving the operation of the Free Trade Area, will enter a new stage. 
The Council is to  carry out major, and related, reviews o f two groups of Articles 
o f the Convention. The first of these reviews will cover the so-called “  rules of 
com petition ” . The EFTA  Council has now nearly completed a series o f individual 
reviews which provide a fuller interpretation of the rather brief provisions of 
the EFTA  Convention on government aids, the practices o f public undertakings, 
restrictive business practices and rights o f establishment. The new general review 
will have several aspects. It is to  settle a num ber o f issues left open by the earlier 
studies o f individual rules o f competition. It is to  resolve questions regarding 
the relationship o f the rules o f competition to  measures of general economic 
policy, to  balance o f payments measures and to regional development policies. 
Finally, it is to  clarify, where this seems necessary, the broad criterion o f “  frus
tration  of the benefits expected ” which governs the application o f the rules of 
com petition. The second general review will be concerned with the “ escape 
clauses ”  which determine the circumstances in which Member countries may 
be allowed relief from  their obligations under the Convention.

The EFTA  Governments have also agreed to  widen still further the already 
broad range of subjects on which they regularly exchange views. The matters 
discussed include national economic developments which, although not specifi
cally covered by the EFTA Convention, may affect trade in EFTA, as well as 
issues likely to  arise in other international organizations. One notable example 
o f such consultation that took place during the year concerned the speeding-up 
o f  the Kennedy Round tariff cuts, proposed as a way of assisting the United States 
in its efforts to  overcome its balance o f payments difficulties. After discussions 
in Geneva by the Heads of the EFTA Delegations to GATT, all EFTA Govern
ments made similar offers o f acceleration, and these offers eventually were 
followed, in GATT, by a provisional agreement on acceleration supported by 
the m ajor world trading nations.

A m ajor landm ark of the year was passed on 31st December 1967, with the 
removal by F inland of its remaining tariff and quota protection against indus
trial im ports from  EFTA  Member countries. Finland became associated with 
EFTA  in 1961, and began tariff dismantling in July of that year, twelve months 
la ter than its seven partners. Like them, Finland has thus made the transition 
to  free trade in just six years, rather than the nine years originally planned. It 
is notew orthy that the final tariff cuts were made in spite o f severe balance of 
paym ents difficulties, and that they were extended even to  those items for which 
F inland was in fact entitled to  retain protection for two further years.
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European integration

The disappointing record of efforts during the past twelve months to  achieve 
EFTA ’s long-term aim of a single m arket in W estern Europe is well known, 
and need hardly be recounted again in detail here. The last annual report noted 
the recent applications by Britain, D enm ark and Norway for membership of 
the European Economic Community. In July 1967 the Government o f Sweden 
requested negotiations with the Community with a view to enabling Sweden to 
participate in the extension of the EEC in a form compatible with a  continued 
Swedish policy of neutrality. As far as concerns the other EFTA  countries, 
the Swiss Government recalled that its request o f 1961 for negotiations with 
the EEC still stood, and reaffirmed its intention of participating in efforts to  
establish a large European m arket; the Governments of Finland and Portugal 
similarly reaffirmed their positive attitude towards wider European integration; 
and the Austrian Government, for its part, made it clear that its integration 
policy also remained unchanged. However, although the European Commission 
subsequently recommended the opening of negotiations with the applicants, 
agreement on this could not be reached among the Member Governments of 
the Community.

During the spring of 1968, various suggestions and proposals for interim 
solutions, including trading arrangements, were put forward within the Com mu
nity. N o conclusions on any such plans had been reached among the Members 
of the Community by the end of the period covered by this report. On the EFTA 
side, the attitude adopted may be summed up in the words of the communique * 
issued by Ministers o f the eight EFTA countries after their meeting in London 
in M ay 1968. Having reaffirmed their “ continuing determination to  w ork for 
the wider integration o f Europe which has always been an objective o f EFTA  ” , 
they continued:

“ Discussions are at present proceeding within the European Economic 
Community on the possibility of interim solutions, including trading arrange
ments, pending the enlargement of the Community. Such solutions, which 
cannot be considered as a substitute for wider integration, might reduce the 
effects of the division o f Europe. Ministers expressed their readiness to 
consider in a positive spirit any constructive proposals that might be put 
forward by the Community, provided that these proposals were in confor
mity with their international obligations. All EFTA countries should have the 
possibility to participate from the beginning in any negotiations for a trading 
arrangement which might follow, without renouncing the aim of their respec
tive government policies to  achieve either membership of the Community or 
any other form of participation in a  wider European market. All Ministers 
undertook to  consult fully in the event o f any proposals being addressed 
to  them individually or collectively. ”

* Communiques of the Lausanne and London Ministerial meetings of the Councils are 
reproduced in Appendix I to this report.
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EFT A IMPORTS AND EXPORTS 1967 BY MAIN REGIONS AND RATES OF GROW TH *

Imports (c.i.f.)

From world From EFTA From EEC From USA From  rest of world

1967
$m.

1966
-67
V/  o

1959
-67
°//  O

1967
$m.

1966
-67
%

1959
-67
%

1967
$m.

1966
-67
%

1959
-67
%

1967
$m.

1966
-67
%

1959
-67
%

1967
$m.

1966
-67
V/  o

1959
-67
V/  O

Austria . . . . 2,309.3 -0.8 9.2 421.7 13.8 15.6 1,352.0 -1.1 9.5 80.6 -20.1 0.4 455.0 -9.0 6.4
Denmark . . . 3,141.6 5.1 8.8 1,247.2 10.7 10.7 1,028.6 0.0 7.3 270.0 14.2 7.9 595.8 -0.7 12.7
Finland . . . 1,708.1 -0.5 9.3 613.2 0.0 11.9 468.9 -4.2 7.3 83.8 -13.4 7.9 542.2 5.0 8.2
Norway . . . . 2,746.3 14.3 9.7 1,212.9 19.8 11.9 690.4 3.2 5.2 176.0 -2.0 8.4 667.0 23.2 11.6
Portugal . . . 1,013.3 0.1 10.0 236.4 -0.1 11.2 340.0 -2.8 7.9 71.2 -10.2 12.0 365.7 5.6 10.7
Sweden . . . . 4,704.5 2.9 8.8 1,655.4 6.4 13.0 1,654.9 0.3 6.6 435.3 1.8 7.0 958.9 1.9 7.2
Switzerland . . 4,105.3 4.4 10.0 679.4 10.9 12.9 2,448.0 3.1 9.9 335.5 -5.4 6.5 642.4 8.9 9.5
United Kingdom 17,742.5 6.6 6.0 2,590.6 9.9 8.6 3,479.3 12.6 10.5 2,234.5 10.4 10.0 9.438.1 2.6 3.3

Total EFTA . . 37,470.9 5.2 7.6 8,656.8 9.8 11.1 11,462.1 4.0 8.8 3,686.9 5.4 8.7 13,665.1 3.2 4.8

Exports f.o.b. .

Austria . . . . 1,808.1 7.4 8.2 406.5 19.9 16.9 735.6 -2.1 5.6 77.3 -0.1 3.8 588.7 14.2 8.1
Denmark . . . 2,480.4 3.3 7.6 1,252.6 8.1 10.2 567.4 -7.1 3.3 175.3 -10.1 5.8 485.1 9.7 8.6
Finland . . . 1,546.9 3.4 8.0 574.7 8.6 11.0 364.6 -11.4 6.6 90.2 -6.0 8.1 517.4 12.6 6.2
Norway . . . . 1,736.4 11.2 10.0 816.0 15.2 12.1 404.4 6.6 8.5 140.5 1.4 6.7 375.5 11.8 9.1
Portugal . . . 684.6 9.2 11.3 225.5 21.0 20.5 115.5 -4.9 7.3 70.1 -0.8 11.9 273.5 10.1 8.3
Sweden . . . . 4,528.0 6.0 9.3 1,980.8 11.6 11.7 1,212.6 -6.2 7.5 330.9 12.6 8.2 1,003.7 10.1 8.3
Switzerland . . 3,510.7 6.9 9.7 759.1 17.8 13.4 1,281.5 2.6 8.4 359.9 1.3 8.4 1,110.2 6.9 9.2
United Kingdom 14,396.3 -1.9 5.1 2,156.9 1.3 8.6 2,877.1 -1.6 9.2 1,761.0 -3.5 6.4 7,601.3 -2.4 2.8

Total EFTA . . 30,691.4 2.3 7.0 8.172.1 9.4 11.1 7,558.7 -2.3 7.7 3,005.2 -1.4 6.9 11,955.4 1.8 4.6

* For 1959-1967, compounded annual rates. 
Source: National Statistics.



EFTA trade in 1967
The year 1967 was the first o f virtually free trade in industrial products within 

EFTA ; it was also a year o f slower expansion in world trade. It is therefore 
particularly encouraging tha t the trade o f the EFTA  countries with each other 
continued to  grow rapidly even though their to tal trade followed the deceleration 
in world trade. In fact, intra-EFTA  trade, 9.4 per cent higher than in the previous 
year, grew a little faster than in 1966. A lthough the growth rate did not quite 
match the ra te  achieved in earlier years, when world trade was brisker, the expan
sion in 1967 indicates the positive impact o f the co-operation between the EFTA  
partners on their m utual trade. Since 1959, the last year before the dismantling 
o f tariffs and  quotas began, EFTA  countries’ exports to  each other have risen 
by 132 per cent, while their exports to  other countries rose by only 58 per cent.

EFTA countries’ exports to  the EEC and the U nited States suffered from 
the setback in econom ic growth in these areas and did not quite reach the levels 
of 1966. Exports to  the EEC fell by 2.3 per cent, after a 4.4 per cent rise in the 
previous year and exports to  the U nited States fell by 1.4 per cent, after an excep
tionally steep preceding rise. Im ports from  both  areas, however, continued to 
growth although at a  somewhat reduced pace; im ports from  the EEC by 4.0 
per cent and from  the U nited States by 5.0 per cent. Consequently the trade 
deficit with both  areas increased and am ounted to  3,903 million U S dollars 
with the EEC and 682 million dollars with the U nited States.

Total trade

Total exports o f the EFTA  countries combined, including intra-A rea trade, 
rose in 1967 by 2.3 per cent to  30,691 million dollars, while im ports increased 
5.2 per cent to  37,471 million dollars. The com m odity trade deficit o f the EFTA 
countries com bined thus increased from  5,637 million dollars in 1966 to  6,780 
million dollars. A bout half o f this deficit was accounted for by the U nited King
dom, but all o ther EFTA  countries were also in deficit.

Although the U nited Kingdom was alone in EFTA  in recording a net fall 
(of 2 per cent) in its to ta l exports in 1967, exports by F inland and D enm ark 
grew a t less than  half the rate which they had averaged since 1959. Exports 
by Austria, Sweden, Switzerland and Portugal showed near-average increases, 
while Norway improved on its average perform ance with an export increase 
o f 11.2 per cent. Im ports by Austria and  F inland fell slightly, and all other 
EFTA countries except Norway (up 14.3 per cent) and the U nited Kingdom 
(up 6.6  per cent) increased their im ports less than in recent years.

Seasonally adjusted data o f to tal EFTA  exports show tha t the rate o f growth 
declined over the year, i.e. from  2.1 per cent between the first and second quarters 
to  1.0 per cent between the second and third, followed by a fall o f 3.7 per cent 
between the last two quarters. By contrast, the seasonally adjusted rate o f growth 
for imports increased from  quarter to  quarter: by 1.0 per cent and  1.2 per cent 
and 2.0 per cent. The change in the last quarter is certainly partly explained by 
the British, D anish and Finnish devaluations, both  by the conversion to  dollar values 
at the new rates and perhaps by anticipatory action o f exporters and importers.
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INTRA-EFTA TRADE 1967, BASED ON EXPORTS f.o.b.
(in million US dollars)

Austria Denmark Finland Norway Portugal Sweden Switzerland UK EFTA

Reporting country 
A u s t r ia ................. 35,0 16.1 22.2 11.5 64.8 156.4 100.5 406.5
Denmark . . . . 31.2 50.6 182.6 11.9 344.3 58.6 573.4 1,252.6
F in la n d ................. 7.5 58.5 38.1 3.6 137.8 14.5 314.8 574.7
N o rw ay ................. 8.5 136.9 35.9 9.5 271.5 18.0 335.7 816.0
Portugal . . . . 10.2 18.2 7.1 8.7 32.6 12.6 136.1 225.5
S w ed en ................. 53.9 427.5 232.1 539.0 24.2 100.0 604.1 1,980.8
Switzerland . . . 179.9 76.6 38.6 44.4 40.0 117.8 261.8 759.1
United Kingdom . 111.9 405.4 201.3 358.6 134.4 620.9 324.4 2,156.9
E F T A ................. 403.1 1,158.1 581.7 1,193.6 235.1 1,589.7 684.5 2.326.4 8,172.1

Note: Consistent with the practice of the IM F, the new exchange rates following the devaluations have been applied to conversions in 
the month after that in which the devaluation took place, except for UK imports in November for which a rate of $2.64 =  £1 was used due to 
a specific statement by the UK.

Source: National Statistics.



In the first quarter of 1968 total EFTA imports rose at almost the same rate 
as in the previous year, while the growth rate of exports increased to 3.3 per 
cent. Seasonally adjusted data confirm the beginning of a revival in exports, 
recording a 1.7 per cent increase over the last quarter o f 1967, and reveal a 
fall to  1.1 per cent in the growth rate o f imports.

In tra -E FTA  trade

The 132 per cent increase in trade inside EFTA since 1959 is equivalent to 
an average annual increase of 11 per cent. Over the same period, total exports 
and imports of the EFTA  countries grew 72 per cent and 80 per cent respec
tively, an annual average of 7 and 7'/2  per cent.

In 1967, EFTA countries’ exports to  one another totalled 8,172 million dollars, 
representing 26 per cent o f their to tal trade. The seasonally adjusted rate of 
growth fell gradually over the year, and at 1.7 per cent between the last two 
quarters was one percentage point lower than between the first two quarters. 
The first quarter o f 1968 showed an even lower rate o f growth over the three 
m onths: only 0.1 per cent. However, much of this change can be accounted 
for by a steep fall in Britain’s exports o f petroleum and ships to  her Scandinavian 
partners; seasonally adjusted monthly data showed a considerable improvement 
in intra-EFTA  trade during March.

Exports to  EFTA of Austria, Norway, Portugal and Switzerland all rose 
by over 15 per cent in 1967, and those o f Denm ark, Finland and Sweden by 
about 10 per cent. The United Kingdom, however, increased its exports to 
EFTA  by only 1.3 per cent, against an annual average since 1959 of 8.6  per cent. 
U nited Kingdom imports from EFTA rose by 10 per cent and Norwegian imports 
by 19.8 per cent, for both countries more than their average increase since 1959, 
while D enm ark’s imports rose at exactly the same rate and imports o f the other 
EFTA  countries at a  lower rate than their average since 1959. F or Austria, 
D enm ark and Switzerland the rates o f increase remained above 10 per cent, 
while Sweden’s imports rose by 6.4 per cent. Finland’s imports from  EFTA 
were unchanged and Portugal’s fell by 0.1 per cent in 1967. In the first quarter 
o f 1968, all EFTA countries except the United Kingdom showed considerable 
increases, compared with a year earlier, in exports to their partners in the Free 
Trade Area. The increases ranged from 7.6 per cent for Norway to  22.5 per cent 
for Austria, but a fall o f 15 per cent in British exports to  EFTA reduced the 
total increase in intra-EFTA trade to  3.5 per cent.

The countries whose trade with their partners has increased most since the 
form ation of EFTA are Portugal (343 per cent), Austria (249 per cent) and 
Switzerland (174 per cent). The four N ordic countries, which have consistently 
accounted for about 56 per cent o f total intra-EFTA trade, have increased their 
combined exports to  EFTA by 135 per cent between 1959 and 1967, with indi
vidual increases ranging from 117 per cent for Denm ark to 149 per cent for Norway. 
Intra-N ordic trade has grown by 200 per cent since 1959, showing a 14 per cent 
increase in 1967 alone. The United Kingdom, with an increase of 94 per cent 
since 1959, is the only country which has not yet doubled its exports to its part
ners, and its share of total intra-EFTA trade has consequently fallen from 32 
per cent, to  26 per cent.
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E FTA -EEC  trade

In 1967, imports from the EEC am ounted to  11,462 million dollars, and 
exports to  the Community were 7,559 million dollars, giving a deficit of 3,903 
million dollars, 619 million dollars higher than in 1966. Seasonally adjusted 
figures show exports to  the EEC rising faster between the second and third 
quarters than earlier in the year, but there was a fall o f 2  per cent between the 
third and fourth quarters. Again, this change may be accounted for by the 
devaluations; it is noteworthy that in the first quarter of 1968 exports to  the 
EEC rose again, at a rate o f 1.1 per cent.

A 9 per cent fall in exports to  Germany largely accounted for the lower sales 
to the EEC, although exports to  the Benelux countries also fell. Exports to 
France rose 2 per cent, and to  Italy—a comparatively buoyant market— 8.8 
per cent. Only Norway (up 6.6  per cent) and Switzerland (up 2.6 per cent) in
creased their exports to  the EEC. Exports o f the other EFTA  countries to  the 
EEC recorded decreases ranging from 1.6 per cent (United Kingdom) to  11.4 per 
cent (Finland). In the first quarter o f 1968, however, all EFTA countries except 
Finland and Portugal increased their exports to  the EEC, benefiting from  renewed 
expansion in Germany and France.

Among the E FTA  countries, only the United Kingdom registered an im portant 
increase in imports from  the EEC; at 12.6 per cent this increase was well above 
the annual average since 1959. Switzerland and Norway also increased imports 
from the EEC, D enm ark’s and Sweden’s imports remained roughly stable, while 
Austria, Finland and Portugal reduced their purchases there. EFTA imports 
rose least from Germany and most from Italy, but even im ports from Italy 
increased by no more than the average rate since 1959.

E F T A  trade with the United States

Exports to  the United States, at 3,005 million dollars, were slightly down 
after a rise o f 22 per cent in 1966. Im ports rose 5.4 per cent, less rapidly than 
in 1966, and reached 3,687 million dollars. Sweden, with an increase o f 12.6 
per cent, was the only EFTA country to  show a significant change in its exports 
to the United States. The higher imports went largely to  Britain (up 10 per cent) 
and Denm ark (up 14 per cent). Swedish imports rose by 2 per cent, while the 
other five EFTA countries im ported less from  the United States than in 1966. 
In the first quarter o f 1968 trade with the United States was again expanding 
rapidly. On a seasonally adjusted basis, imports were 2 per cent higher than 
in the fourth quarter o f 1967, while exports rose by almost 4 per cent.

EFTA  trade with the rest of the world

Although most EFTA countries increased their exports to  the rest o f the world 
quite rapidly in 1967, this was almost completely offset by a fall o f 2.4 per cent 
in British exports, which account for 64 per cent o f this trade. Im ports rose 3 
per cent, and only Austrian and Finnish imports were lower than in 1966. The 
commodity trade deficit with Eastern Europe was halved in 1967, as a result
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of exports growing 14.4 per cent to  1,582 million dollars while imports rose less 
than 1 per cent to  1,744 million dollars. In the first quarter o f 1968 EFTA 
exports to  the rest o f the world were 2 percent lower than in the comparable period 
of 1967, while imports increased by 2.3 per cent. The United Kingdom was 
again responsible for this development, most other EFTA countries recording 
considerable increases in both imports from and exports to  the rest o f the world.

Economic developments in the EFTA 
countries

During 1967 the rate o f growth o f the Austrian economy slowed down consider
ably. Real gross national product a t market prices rose by 2.5 per cent com
pared an increase o f 4.6 per cent in 1966. This change was mainly due to  the 
stagnation of domestic demand. Foreign demand remained relatively buoyant, 
despite the slackening of economic expansion in Austria’s main foreign markets, 
with exports to  countries outside the EEC, especially to  EFTA, increasing most. 
Total merchandise sales abroad rose in 1967 by 7.4 per cent com pared with 5.2 
per cent in 1965-1966.

Gross fixed asset form ation was almost stagnant in 1967, and the other main 
components o f home demand, i.e. consumers’ expenditure and public expend
iture, also rose less than in 1966. These develompents led to a reduction in 
merchandise imports of 0.8 per cent com pared with 1966; imports had increased 
by 10.8 per cent in 1966.

The combined effect o f strong foreign dem and and a weak home market was 
a considerable improvement in Austria’s balance of payments. The balance 
of trade improved by 125 millions US dollar and resulted in a reduced deficit 
o f 546 million dollars. Despite a reduction in the surplus on invisibles account, 
the current deficit (excluding transfers) was only 162 million dollars, compared 
with 246 million dollars in 1966. Receipts o f foreign long-term capital increased 
sharply on both public and private account and the long-term capital account 
improved by 231 million dollars. The basic balance (current balance plus long
term  capital movements plus transfers) thus showed a surplus o f 153 million 
dollars com pared with a  deficit o f 154 million dollars in 1966.

An improvement in the rate o f growth is expected in 1968. A rise in the 
real gross national product at market prices o f more than 3.0 per cent is forecast 
on the assumption of rising consumption. It is expected that the growth rate 
o f exports of goods and services will rise to  8.8 per cent in 1968, compared with
6.6 per cent in 1967. In line with this expectation o f an expansion of home demand, 
imports are forecast to  rise more than in 1967.

The Federal Government introduced a num ber of measures to  stimulate home 
demand in 1967, including a reduction of income tax and additional appropri
ations in the Federal budget for investment and investment promotion. The 
budget produced a sizeable deficit in 1967 as a  result o f a short-fall in fiscal receipts. 
A slight increase in the budget deficit is likely in 1968, which will help to  stimulate 
demand. Some concern is felt about the 1969 budget, since estimates show a 
large deficit, which would not be in line with the revival in private demand expected
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in that year. It has therefore been announced that in 1969 taxes will be increased 
and government expenditure reduced, so as to  achieve better fiscal equilibrium.

During the first four months of 1968, the economic situation developed 
more favourably. Indicators o f activity show a slow upturn in internal demand, 
although investment demand was still lagging. Unemployment remained high 
in relation to 1967, but the position has considerably improved since January. 
The better internal situation was reflected in a rise in imports, which were 8.4 
per cent higher in the first quarter than in the same period of 1967.

The rate of growth of the Danish real gross domestic product increased in 
1967 to  about 3|/2  per cent, com pared with about 2(4 per cent in 1966. The 
rate o f expansion, however, slowed down in the second half o f 1967, mainly 
as a result o f a more restrictive economic policy, which was introduced to counter 
a deterioration of the balance o f payments and excessive pressures o f internal 
demand.

The buoyancy of economic activity in the first half o f 1967 was mainly due 
to rising domestic demand, with the international recession exercising a m oder
ating influence through a slackening in the demand for exports. Residential 
construction and public expenditure developed most strongly while business 
investment grew at a more modest rate. In the latter part o f 1967, domestic 
demand slackened, while industrial exports once again rose to  a m arked extent; 
agricultural exports, however, continued to  fall. The danger of further losses in 
exports of agricultural commodities—which account for 40 per cent of total 
Danish commodity exports—was a major reason for the decision to  devalue 
the Danish kroner by 7.9 per cent immediately after the devaluation of sterling.

It has been a major aim of economic policy since devaluation to  secure the 
competitive advantage obtained. Efforts have therefore been made to  ensure 
that the inevitable rise in im port prices would not set off a cost-price spiral. 
Profit margins and prices o f some services were frozen, and in fact the increase 
in prices has slowed down in 1968. A government proposal to  limit future increases 
in wage rates by legislative action was not accepted by Parliament. The new 
Government later appealed to  the labour m arket organizations to  take up nego
tiations on existing wage agreements. However, the parties involved were not 
able to  reach agreement. M onetary policies and depreciation rules were eased 
in order to  encourage business investment. To restrain the rise in consumer 
demand the value-added tax was raised on 1st April 1968 from  10 per cent to  121/ 2 
per cent and the projected budget expenditure for the fiscal year 1968-1969 was 
reduced.

The deficit o f the current account balance of payments rose sharply in 1967 
from 1,453 to  2,165 million Danish kroner. The trade deficit increased from 
558 million dollars to  661 million dollars (i.e. by 538 million kroner) and was 
thus almost wholly responsible for the deterioration in the current balance. 
But since the current deficit was almost entirely offset by capital imports, reserves 
o f foreign exchange fell only slightly, from 554 to  513 million dollars. The cur
rent account deficit is expected to decline somewhat in 1968, but given the tight
ening in the international capital markets following the restrictions imposed 
on capital exports by the United States, the inflow of foreign capital may be 
reduced and some loss o f foreign exchange reserves may be inevitable. At the 
end of M arch 1968 they am ounted to  489 million dollars.
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The rate of growth of G N P is expected to slow down in 1968, but it is hoped 
to achieve a better equilibrium of supply and demand. There were indications in 
the first few m onths of 1968 that demand was increasing. Partly as a result o f 
the devaluation of the Danish kroner, exports returned to  their earlier strongly 
rising trend, and the trade deficit declined from 184 million dollars in the first 
quarter of 1967 to 150 million dollars in the same period of 1968. Business 
surveys also indicate some increase in industrial production in the first quarter 
of 1968. In the first part o f 1968 unemployment has remained higher than a 
year earlier. However, demand is expected to increase in the course of the year, 
and the effect o f this on dem and for labour will be reinforced by the shortening 
of the working week which took effect from  1st June.

Despite a low rate of economic growth in 1967, the Finnish economy experi
enced serious balance of payments problems and the Finnish m ark was devalued 
in October.

In 1966, the real gross domestic product increased by only 2.2 per cent, much 
less than on average in the ’sixties. During the first half o f 1967 the rate of eco
nomic expansion continued to fall, but a reversal of this trend in the second half 
meant that in 1967 as a whole real G N P rose by 2.3 per cent. A restrictive economic 
policy slowed down to some extent the rate o f increase of wages, prices and con
sumption. However, the overall rise in prices o f nearly 6  per cent was higher than 
in the previous year. Fixed capital formation was most seriously affected by 
the measures of restraint. Public and private investment stagnated, even though 
the expansion of investment in the previous year had already been very modest. 
The growth of domestic dem and thus was heavily dependent on consumer demand, 
which had to be curbed because of balance of payments difficulties. The volume 
of to tal consumption increased by only 2.8  per cent.

One of the reasons for the low rate o f growth was a slackening in overseas 
dem and for forestry products, so that exports o f sawn goods and of pulp and 
paper products fell. In spite of this, however, overall export demand was the 
most dynamic element, recording an increase of 4.9 per cent by volume and
8.6 per cent by value. This increase was largely due to  rising sales o f products 
of the metal industries to  Eastern European countries under bilateral trade 
agreements. The volume of commodity imports remained unchanged, but since 
import prices rose considerably, the import bill increased by 4.9 per cent. The 
trade deficit in 1967 am ounted to  616 million Finnish marks (176.1 million dollars), 
and was thus only 142 million marks (40.6 million dollars) less than in 1966. 
Increased interest payments on foreign debt offset part o f this improvement 
in the trade balance. The current account o f the Finnish balance of payments 
has been in deficit since 1960, but only since 1964 has the deficit been so large 
as to  make serious inroads into gold and foreing exchange reserves. In 1967 
the current account deficit was reduced by 101 million marks (28.9 million dollars) 
and am ounted to  562 million marks (160.6 million dollars). Gold and foreign 
exchange reserves fell by 17 million dollars.

To correct the situation in a  way which would avoid further serious economic 
restraint and a  continuing reduction in employment, the Finnish Government 
introduced a new economic programme in October 1967. The central element 
o f this programme was the devaluation of the Finnish m ark by 23.8 per cent. 
O ther measures included a temporary export levy at rates 5 to  14 per cent of
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the export price. The export levy was designed to tax away windfall profits 
resulting from the devaluation and to  ease a later adjustment to  rising costs. 
A t the beginning of 1968 the rates were reduced by an average of two percentage 
points To restrain price rises a limited price control was introduced and certain 
EFTA duties were abolished (see paragraph 124). Cash payment regulations 
for imports were also abolished.

During the first months of 1968 further new measures were introduced within 
the framework o f the Government’s economic development programme. One 
o f the aims of the new growth policy measures is the ending of the system by 
which wages, bank deposits and lending, etc. are automatically tied to the price 
index. This system has made it very difficult to control inflationary developments. 
In addition the trade unions and various other interested organizations have 
recently adopted a wage freeze, and wages will be allowed to  rise only as much 
as productivity. Prices have been frozen at their level of 15th M arch 1968, and 
until the end of 1969 will only be permitted to  be raised after special authori
zation.

Increasing economic activity in Finland’s main foreign markets in 1968 is 
expected to  provide improved export possibilities. In the first quarter o f the 
current year the value of exports was 28 per cent higher than in the same period 
o f 1967, and import values were 12 per cent up. (The figures are o f course affec
ted by the devaluation of the Finnish mark.) The trade deficit fell to  116 million 
m arks (28 million dollars). The balance of payments seems to have taken a 
turn  for the better, and foreign exchange reserves have been rising rapidly. Since 
im port demand should not increase much, the current account deficit is expected 
to  be sharply reduced in 1968.

The seasonally adjusted volume index of industrial production showed an 
increase of about 3 per cent in the first quarter compared with a year earlier. 
The consumer goods industries have recently shown a most rapid rise, but in 
the first quarters o f 1968 the increase in production of investment goods was 
above average, while consumer goods industries lagged behind. In the first half of 
1968 output is not expected to  be higher than in the same period last year, so 
that unemployment will remain relatively high. It is forecast that increased 
investment will stimulate economic growth in the later part of 1968, but for 
the year as a whole the rise in the real gross domestic product is not expected 
to  exceed 3 per cent.

Norway is one o f the few countries which have experienced continuous rapid 
economic expansion in recent years. In  fact, the rate o f growth of the real G N P 
in 1967 at 5.3 per cent was above the 4.0 per cent recorded in 1966.

The main contributions to  this high rate of growth came from  fishing, mining 
and shipping, where both tonnage and freight rates increased markedly. But 
construction, especially residential building, has also continued to  grow and 
gross fixed capital form ation as a whole increased more in 1967 than in any 
other post-war year. Private consumption once again recorded only a relatively 
modest increase o f 4.2 per cent, i.e. about the same rate as in 1966, whereas 
the rate of growth o f government consumption increased from 3 per cent in 1966 
to  4.7 per cent in 1967. The development o f prices and wages also showed much 
the same features as in the preceding year. While import and export prices 
remained relatively stable, the rise in domestic prices and wages continued,
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with an  increase in consumer prices o f 4.4 per cent, compared with 3.3 per cent 
a year earlier.

Total exports and imports of merchandise, excluding ships, increased by volume 
less than in the previous year. The trade deficit rose by 565 million Norwegian 
kroner (79 million dollars) to 5,076 million kroner (711 million dollars). However, 
partly due to  the increase in maritime freight rates after the closure of the Suez 
Canal in June, freight earnings rose so that exports o f goods and services rose 
sharply. The current account deficit in 1967 am ounted to 1,340 million kroner 
(188 million dollars); compared with a deficit of 1,153 million kroner (161 million 
dollars) in 1966, this represents a deterioration of 187 million kroner (26 million 
dollars). In spite of this current account deficit, foreign exchange reserves rose 
by 1,550 million kroner (217 million dollars), due to  a large net inflow of foreign 
long-term capital.

Foreign dem and for Norwegian goods increased sharply during the first four 
m onths of 1968. The growth in industrial production has, however, slowed 
down. Com pared to the same period last year, industrial production increased by 
3.0 per cent. There was a 4.0 per cent rise in export production and a 0.9 per 
cent decline in investment goods production. In the first four months of 1968 
the value of exports excluding ships was 8 per cent higher than in the same period 
o f 1967. On the other hand, competition from  foreign producers has somewhat 
sharpened. Im port data for the first four m onths indicate that a bigger share of 
dem and for both consumer and investment goods was satisfied from  imports; 
these were 5.5 per cent higher than in the same period a  year earlier. The trade 
deficit at 1,641 million kroner (230 million dollars) was about the same in the 
two periods. Thanks to the high level of maritime freight rates the current account 
balance recorded a small surplus in the first four months of 1968, compared 
with a deficit a year earlier.

O utput o f manufacturing industries was at a high level in the first months 
o f 1968. Consumer demand has continued to show relatively regular growth. 
Domestic demand is however, likely to rise less fast than last year, mainly due 
to  reduced investment demand. In the early part o f 1968 external reserves were 
high enough to  permit economic policy to  be formulated without too much 
fear for the balance of payments.

Official sources estimate that in 1967 the Portuguese real gross domestic 
product increased by almost 6  per cent, i.e. much more than the 3 per cent increase 
recorded in 1966. The main factor in this development was the renewed expansion 
o f agricultural production, which after having fallen by more than 10 per cent 
in 1966 rose 3 per cent in 1967.

However, the slowing down of expansion in the manufacturing sector which 
had begun in 1966 continued during 1967, although this sector is still expected 
to  have grown by about 6 per cent. In the construction, electricity, gas and water 
industries the rapid growth of previous years was maintained.

There is, however, one disquieting factor in the relatively favourable develop
ment. Total capital formation is estimated to  have fallen by 10 per cent, mainly 
due to  a decline in industrial investment. Public consumption has continued 
to  grow faster than overall production, while private consumption developed 
at a slightly slower pace. Prices rose by about 4 per cent, slightly less than in 
previous years.
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Partly as a consequence of a good harvest, which reduced the needs for 
imported foodstuffs, and partly due to  the fall in imports o f machinery, total 
commodity imports decreased by about 1 per cent. Since exports rose by 11 
per cent, the trade deficit decreased, for the first time since 1950. Tourist receipts 
were practically at the same level as in 1966, but emigrants’ remittances have 
continued to  grow. The balance of payments on current account recorded a 
surplus of 5.4 billion Portuguese escudos (188 million dollars), the highest value 
ever registered. Of this am ount, 3.9 billion (136 million dollars) originated from 
trade with the overseas territories. The m etropolitan area also recorded a surplus 
on capital account of 0.7 billion escudos (24 million dollars) after allowing for a 
net outflow of 1.5 billion (52 million dollars) to  the overseas territories. The 
foreing exchange reserves of the escudo area rose by 6 .0  billion escudos (209 
million dollars) during 1967 and at the end of the year totalled 45.5 billion escudos 
or 1.6 billion dollars.

In contrast to  the preceding year, the economic situation in Sweden in 1967 
was characterized by weakening dem and for private investment and exports. 
While the levelling off in economic growth in 1966 was the result o f the restrictive 
economic policies adopted with the object o f restoring equilibrium to the balance 
of payments, developments in 1967 reflected instead the unfavourable international 
economic situation. In the spring of 1967 more expansionary policies were intro
duced. M onetary policy was eased, including a reduction of one percentage 
point in the official discount rate. O ther measures, o f a fiscal nature, were also 
adopted, but directed at selected branches of the economy in an attem pt to  avoid 
a  recurrence of pressure on the balance of payments. Investment funds accumu
lated by enterprises under the system of anticyclical investment reserves were 
released.

Despite weak demand, real G D P rose by almost 3 per cent, approximately 
the same rate as in the preceding year. Private investment by enterprises fell 
slightly compared with 1966, despite the changed economic policy in the spring. 
Residential construction, however, increased considerably following successive 
increases in the housing programme. Substantial increases in investment by 
local government and in public consumption were also recorded.

In 1967 a further reduction was achieved in the deficit o f the current account 
balance of payments, which fell from 860 to  278 million Swedish kronor. The 
trade deficit decreased even more, falling by 729 million kronor from  316 million 
dollars to 175 million dollars. Foreign exchange reserves increased in the first 
ten months of 1967. After the devaluation of sterling, however, a  large outflow 
o f foreign exchange took place and reserves actually fell over the year as a whole 
by 41 million dollars to  1,113 million dollars. This development made a tempo
rary tightening of monetary policy necessary and the official discount rate was 
raised by one percentage point. The situation improved again at the beginning 
of 1968. Credit policy was eased in February, and the official discount rate was 
lowered from  6 per cent to 51/2 per cent. Following the reduction in dem and the rate 
o f capacity utilization in industry declined and only m oderate price increases 
occurred. The Swedish economy thus entered 1968 with spare capacity and a 
small reserve of unemployed labour. A higher rate o f expansion is anticipated 
in 1968 and this is not expected to  create any new excessive pressures o f demand.
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Price increases slowed down further in the spring of 1968. The employment 
situation improved in April, and unemployment, although still higher than a year 
earlier, decreased more than would be expected from norm al seasonal develop
ments. Industrial production seems to  have grown more at the beginning of 
1968 than in 1967, with a rise o f 4 per cent from the first quarter o f 1967 to  the 
first quarter o f 1968. The inflow of new orders for manufactured commodities 
also increased considerably. N o m ajor changes in the balance of payments have 
occurred. The trade deficit increased from  123 million dollars in the first four 
m onths of 1967 to  154 million dollars in the corresponding period of 1968, mainly 
because of a deterioration in the trade balance in April. Gold and foreign cur
rency reserves rose by 13 million dollars in the first four months of 1968, and 
reached 1,126 million dollars at the end of April.

Switzerland, too, experienced a m arked slowdown in economic activity in 1967, 
for the second year running. The real gross national product grew by 1.6 per 
cent com pared with a 2.8 per cent growth in 1966. Domestic dem and rose more 
slowly in 1967 than in the two preceding years (by 1.2 per cent, against 1.8 percen t 
in 1966 and 1.4 per cent in 1965). Responsibility for the further slowdown of 
activity in 1967 can be attributed mainly to  slack foreign dem and; exports o f goods 
and services (in constant prices) rose by 4.1 per cent, compared with 5.2 per cent 
in 1966.

The trade deficit was reduced further by 54 million dollars in 1967 and 
am ounted to  594 million dollars. Exports and imports rose, but less than in 1966. 
Merchandise exports in fact, increased less than in any year since 1959, although 
the rise of 6.8  per cent was high in com parison with many other countries. Thus, 
even though net receipts from services did not increase, the balance o f payments 
on current account recorded a slightly higher surplus than in 1966.

The employed labour force fell further in 1967. This was largely due to  new 
measures taken to  reduce foreign labour. Industrial employment fell by more 
than 1 per cent. Capacity utilization rates were estimated at 85 per cent in the 
th ird  quarter o f the year, when unfilled orders were lower and stocks of finished 
goods higher. M ost affected were the exporting industries, as well as those 
supplying the construction sector. The rise in consumer prices slowed down 
during the year, but was still 4.0 per cent for the year as a whole.

A  modest increase in the rate o f economic growth is expected in 1968. The 
real gross national product is forecast to  rise by 2(4 Per cent, mainly as a result 
o f higher exports. Private consumption is not expected to  increase much more 
than in 1967, but there may be a small rise in industrial investment. The slow 
recovery projected is thus strongly dependent on developments in Switzerland’s 
foreign markets. Consumer prices will probably not rise faster than last year, 
but the continuing reduction in foreign labour could possibly lead to  a situation 
in which wage increases are more readily conceded.

Indicators for the first quarter o f 1968 do not yet point to  a recovery of internal 
demand. Retail sales were barely above the 1967 level in the first quarter, but 
this development was partly due to the fact that the Easter holiday was in April 
and not in March. M arch and April figures combined show a rise in retail sales 
of 3(4 per cent over the corresponding m onths a year earlier. Imports in the 
first three months of the year rose less than in the corresponding period of 1967. 
In spite of the restrictions on foreign labour, negotiated wage increases since the
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beginning of 1968 were lower than a year earlier. However, a  hopeful note was 
struck by exports, which increased by 12.3 per cent in the first quarter o f 1968, 
against 6.6  per cent a year earlier.

In spite o f the succession of measures introduced by the authorities in 1965 
and 1966 to achieve balance of payments equilibrium, the United Kingdom's 
external position deteriorated sharply during the spring and summer of 1967, 
and intense pressure against sterling was eventually followed by devaluation in 
November.

In the opening m onths of 1967, prospects had seemed much brighter. There 
had been a substantial balance of payments surplus in the fourth quarter of 1966, 
and exports continued a t a high level in January and February. However, exports 
fell through the rest o f the year, largely because of the slackening in economic 
growth in the United States and Western Germany. Over the same period, 
im ports remained relatively high. The external position was made worse by 
developments in the Middle East and the closing of the Suez Canal at the beginning 
o f June, and by dock strikes in Liverpool and London later in the year. The 
commodity trade deficit increased and reached a  monthly average of 111 million 
Pounds sterling (290 million dollars) in the fourth quarter. The overall balance 
of payments deficit for 1967 am ounted to 540 million Pounds (1,485 million 
dollars).

The immediate effects of devaluation on the external position were expected 
to  be, and were, unfavourable. During the early months of 1968, import prices 
rose sharply and this was not offset by a  fall in volume, which was sustained in 
part by a relatively high level o f consumer expenditure. Over the same period, 
exports were also relatively high, but there was an average monthly commodity 
trade deficit o f 65 million Pounds (156 million dollars) in the first quarter.

During 1967 government economic policy was largely conditioned by the 
development o f the external situation. In view of the favourable outlook at the 
time, the budget introduced in the spring was not intended to stimulate total 
domestic economic activity nor to  influence the foreign trade position. As the 
rise in unemployment continued into the summer (reaching a seasonally adjusted 
rate of 2.4 per cent in the third quarter), measures to stimulate demand were 
taken, including a relaxation of hire-purchase restrictions and an increase in 
social security benefits. As a result partly o f these measures and partly o f the 
rise in earnings following the period of severe restraint which came to an end in 
June, consumer dem and rose significantly in the second half o f the year.

The devaluation of sterling was accompanied by a group of measures designed 
to  check the growth o f public and private consumption in order to release resources 
for investment and improvement o f the balance of payments. The measures 
included a reduction in the defence programme, withdrawal of the Selective 
Employment Tax premium (except in development areas), an increase in the rate 
o f Corporation Tax, a tightening of restrictions on bank lending and hire-purchase 
o f cars, and an increase in the bank rate to  8 per cent. Standby and credit 
arrangements were made with the IM F and a number of overseas central banks 
which provided a further 3 billion dollars to  support the Pound.

In January 1968, cuts in government expenditure programmes were announced, 
with the aim of reducing the rate of growth of expenditure over the next two 
financial years to  3% per cent and 1 per cent compared with an average annual
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increase of 4>/2 per cent over the period 1959-1967. The budget, presented on 
19th March, included substantial fiscal changes, mainly designed to limit private 
consumers’ expenditure, mainly through increased indirect taxation. Finally, a 
policy of further restraints on increases in prices and incomes for the eighteen 
months from August 1968 was announced. This policy which will be conducted 
essentially on a voluntary basis, sets a  ceiling of 3.5 per cent per annum  on wage, 
salary and dividend increases, but envisages government action to  delay price 
and income increases for twelve months.

Prospects for 1968 depend entirely on when the expected gains from devalu
ation will be achieved and this will require a close watch on domestic consumption 
and costs. The authorities expect a rise in real terms of 3 per cent in G D P, most 
of which is forecast to  come from  exports and investment. The index of industrial 
production shows a level o f output in the first quarter o f 1968 about 3.5 per cent 
higher than a year earlier. In 1967, investment and government consumption 
were the main dynamic factors, whereas exports o f goods and services showed 
virtually no change. About half o f the total increase in dem and in that year was 
satisfied from imports, which rose by 5.8 per cent, while the growth of the real 
gross domestic product was only 0.8  per cent.
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II. Internal
developments in EFTA

Tariffs and Quotas

Tariff reductions on industrial goods

As recorded in the last annual report, the protective tariffs on virtually all 
industrial goods traded between M ember States were abolished as from  31st 
December 1966. (For Finland, which is associated with EFTA, see page 37)

The Convention provides that Portugal may retain tariffs on a  fairly extensive 
range of goods im ported from EFTA  countries until 1980; the current rates are 
60 per cent o f the basic (1960) rates and they will be reduced by a further 10 per 
cent on 1st January 1970. In accordance with the intention announced by the 
Portuguese Government at the Stockholm Ministerial meeting in M arch 1967, 
about seventy items were removed in September 1967 from  the Annex G  list o f 
products subject to  a slower rate o f duty reductions. These items now benefit 
under the EFTA rules from full duty-free treatm ent. One other EFTA  M ember 
State, Norway, is following the original Convention timetable, allowing the 
maintenance of protective tariffs for some industrial goods. The duties involved 
apply mainly to a limited range of textiles, ladies’ footwear and certain electrical 
appliances. The remaining duties on these products stand a t 20 per cent of 
the basic duties, following a 10 per cent reduction a t the end of 1967, and are 
to be eliminated in accordance with the timetable laid down in the Convention 
through further 10 per cent reductions a t the end of 1968 and 1969.

As noted in last year’s annual report, quantitative import restrictions on 
industrial products have, with very few exceptions, been eliminated by all 
Member States.

The origin rules

The EFTA rules o f origin have in general continued to operate satisfactorily. 
Provision has been made for the introduction of new qualifying process to  cover 
needled felt and furfuryl alcohol; in addition, various textual changes were made 
during the year to the Schedules to  Annex B of the Convention (these Schedules 
set out processes which qualify goods for Area tariff treatment) as a  consequence 
cf changes in the Brussels Nomenclature. *

* See also Appendix II to this report.
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In  accordance with the work programme agreed on by Ministers in London, 
the Council a t official level is to examine whether changes can be made in the 
origin rules to  stimulate intre-EFTA trade, provided that such changes do not 
lead to  distortion o f trade.

As part of the same programme, EFTA Ministers instructed the Secretariat 
to  study the tariff levels o f the Member countries as they will stand after the 
Kennedy R ound. On the basis o f this study the Council is to  see whether there 
are any sectors o f trade where tariffs are sufficiently homogeneous to  make it 
possible to  do away with origin rules, provided that this seems desirable in the 
light o f other considerations such as the possible distortion of trade.

Annexes D and E of the Convention

N o changes have been made in Annexes D  and E of the Convention during the 
period covered by this report.

The “ 15 per cent rule "

As described above, slower timetables for EFTA tariff reductions exist for a 
few products in Norway (to 1969) and for a  m ore considerable number o f products 
in Portugal (to 1980). If  the exports o f any such product am ount to 15 per cent 
o r m ore of production during a three-year period, the removal of tariff protection 
for the product concerned is accelerated. The two countries concerned are 
required to  submit annually statistics on these products showing production 
and export figures. The 1967 statistical examination showed that in Portugal 
exports o f some products had been higher than 15 per cent over the previous 
three years, and  the reduction of duty on these products has in consequence been 
accelerated.

Different price levels for agricultural raw materials

In certain M ember States, domestic producers o f processed foodstuffs treated 
as industrial products in EFTA  must pay substantially higher prices for their 
agricultural raw  materials—listed in Annex D  and therefore not eligible for Area 
tariff treatm ent—than those paid by producers in other EFTA countries, who 
may obtain their raw materials at world m arket prices. Various solutions have 
been proposed to  equalize such price differences. Pending a final settlement of 
the m atter, the Council has authorized Austria and Switzerland to  postpone 
until 31st Decem ber 1969 the elimination o f the remaining 40 per cent o f their 
basic duties on certain sugar confectionery and biscuits and—in the case of 
Austria—also on chocolate.
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T h e  Faeroes

D uring December 1967, following discussions in the Council, the Danish 
Government exercised its right under Article 43 of the Convention to declare the 
Stockholm Convention applicable to  the Faeroes. With effect from 1st January 
1968 the Islands thus became included in the European Free Trade Association. 
The move was made at the request o f the Faeroes, which enjoy home rule.

Border charges

Revenue duties

Minor changes have been made in the revenue duties notified by individual 
Member States in accordance with Article 6 of the Convention. (Lists o f revenue 
duties in EFTA countries are published from  time to  time in the EFTA  Bulletin.)

Internal taxes

Following the examination by the Customs Committee of the internal taxes 
applied on imports of EFTA goods and of the manner in which the obligations 
under Article 6 of the Convention are being interpreted and fulfilled, the Com
mittee reported to the Council that certain taxation rates or systems may need 
amendment. The position with regard to these is now under review.

Other border charges

The last annual report referred to  the examination by the Committee of Trade 
Experts o f the effect upon trade o f border charges maintained in EFTA countries. 
These charges, which include fees for special Customs services, other service 
charges, town dues, traffic fees, etc., had been listed in an earlier report on the 
same subject by the Customs Committee. Late in 1967 the Committee of Trade 
Experts finalized its report to  the Council on the majority o f these charges.

In general, the Committee found that the charges dealt with, subject to  limited 
exceptions, were small in am ount and unlikely to  ham per trade in EFTA. The 
Council endorsed the Committee’s m ajor conclusions and recommended that the 
countries concerned should take due account of the assessments made and remove 
any effective protective or restrictive elements in the charges maintained. A few 
remaining charges were under consideration by the Council at the end o f the 
period covered by this report.
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The rules of competition

General review of the rules of competition

W ork on the rules of com petition throughout most o f the year under review 
continued to be concentrated on the interpretation and application of individual 
Articles o f the Convention. Details are given below. However, a new stage 
was reached with the decision of EFTA Ministers at their London meeting to 
instruct the Council to  embark on a general review of the rules of competition. 
In the course of this review, the Council is to  aim at reaching agreement on matters 
left unsettled in the earlier reports on each rule o f com petition; is to define the 
relation of the rules to  general economic policy measures, balance of payments 
measures and regional development policies; and is to  clarify where necessary 
the practical application of the frustration criterion.

Government aids

In April 1968 the working party of experts which had been studying Article 13 
of the Convention made its report to the Council. The report clarifies and 
specifies some aspects o f the rights and obligations of Member States in the field 
of State aids. It also contains a survey of government aids notified by Member 
States and a detailed examination o f some of these aid measures. Furtherm ore 
in their report the working party recommend that the Council keep measures in 
this field under periodic review in the future. The extent of agreement reached 
by the working party was noted by Ministers at the London meeting in May 1968. 
They instructed the Council to  pursue the study of the subject.

Practices of public undertakings

D uring the year covered by this report, the Committee of Trade Experts has 
been engaged in two follow-up reviews in the field of public undertakings, follow
ing the agreement on the interpretation o f Article 14 of the Convention reached 
by E FT A  Ministers a t Lisbon in October 1966. During 1967 the Committee 
carried out a first review to the modifications so far made in relevant national 
rules and practices. W ork has also begun on the first review of the practical 
operation of the A rticle: the review will be conducted on the basis o f an agreed 
work programme, starting in June 1968, and a report will be made to  the Council 
when it is completed.

In Lisbon, Ministers also decided that as a practical step to  facilitate the 
expansion of EFTA trade in the public sector, lists would be exchanged through 
the Secretariat o f public agencies and enterprises responsible for major public 
procurement. This has now been done.
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Restrictive business practices

In June 1968 the second working party on restrictive business practices com
pleted a series o f  six meetings by finalizing its report to  the Council. This 
working party  o f experts had been set up by EFTA Ministers at their meeting in 
Copenhagen in October 1965, following the adoption of the report o f the first 
working party on the interpretation of Article 15 of the Convention. Its task 
was to report to  the Council on the legal and administrative means available to 
Member States for the effective implementation of the Article, and on the clarifi
cation of certain technical term s in the Article. The first part o f this m andate 
required an exam ination o f legislation and practice in each EFTA  country. The 
second part, the study of technical terms, has involved detailed and intricate 
discussions which have taken place partly on the basis o f com parative material 
relevant to  the corresponding provisions of the Treaty of Rome.

Establishment

The report o f the second working party of government experts on problems 
of establishment was subm itted to  the Council in M arch 1968. This working 
party, like that on restrictive business practices, was required to  follow up an 
earlier agreement by M inisters on Article 16 of the Convention — in this case, 
the agreem ent on establishment reached at Bergen in 1966. Its task was to  
examine and report on whether the Member States had sufficient legislation and 
administrative means to  ensure the effective implementation o f Article 16 under 
the Bergen agreement, and were in fact carrying this out, together with any 
further clarifications o f the rules o f establishment that might be necessary. The 
working party  reported that it had reviewed the developments in the EFTA 
countries, and  had concluded that their legislation and adm inistrative practice 
presented few obstacles to  the implementation of Article 16 although in some 
fields provisions still rem ain which may have discriminatory effects. There were, 
however, few real obstacles to  establishment in practice.

Dumped and subsidized imports of industrial goods

The special working party on the operation of Article 17 o f the Convention, 
referred to  in last year’s report, finalized its report to  the Council in the early 
autumn o f 1967. The working party  found that the provisions o f this Article 
dealing with countervailing measures against injurious dumping and  subsidization 
were adequate and  that therefore no additional rules seemed necessary in EFTA 
at present or in the foreseeable future. However, the working party  recommended 
certain procedures to  the effect that Member States should notify and  consult 
each other when introducing countervailing measures affecting trade with one 
another, and in the event o f material changes in their national anti-dumping 
lejislation. These procedures have been endorsed by the Council. The Council 
also recommended certain procedures relating to  the effective operation of the 
so-called “  boom erang rule ” (duty-free entry of re-imported goods), subject to  
an exam ination o f their practical implications by the Customs Committee. This 
exim ination was com pleted at the end of the period covered by this report.
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Technical and other administrative 
barriers to trade

Strong emphasis was laid by EFTA Ministers, in the work programme 
approved by them in May 1968, on the need for EFTA to pursue actively its 
co-operation for the elimination of technical and  non-tariff barriers to trade.

Compulsory technical regulations

In April 1968, the Council adopted a set o f general guidelines for future EFTA 
co-operation in the field of technical barriers. Among the points agreed are 
that Member States should endeavour to  apply, in their com pulsory technical 
regulations, without undue delay, recom m endations already agreed by the appro
priate international standards organizations. M ember States should also endeav
our to  ensure non-discriminatory treatm ent in connection with testing and approval 
procedures.

As a means of removing technical obstacles to  trade in electrical equipment, 
the Association has collected specific inform ation on the trade-ham pering effects 
of a number of national regulations imposing com pulsory technical requirements 
on the production, trade and usage of such products. Assisted by a group of 
national experts familiar with the practical operation of the regulations concerned, 
the Committee of Trade Experts examined the m aterial collected at a meeting 
held in November 1967. A report containing a series of recom m endations for 
specific action by EFTA Member States em erged from  these discussions, the 
majority of which have already been endorsed by the Council. Some others are
still being considered.

As far as technical obstacles to  trade in the non-electrical field are concerned, 
the Association intends to  deal with these on an ad-hoc basis in cases where 
particular difficulties are encountered.

The new work program m e established by Ministers will carry EFTA  co
operation in this field a stage further. M inisters have endorsed the objective o f 
full recognition by M ember Governments o f approvals given by the official bodies 
of other Member States. It has been agreed tha t M ember G overnm ents should 
put their full weight behind efforts to  secure the m utual recognition of tests 
between EFTA countries and non-discrim ination in all administrative arrange
ments relating to testing procedures. M inisters instructed the Council to  prepare 
a mandate for the guidance of experts and the Secretariat to  arrange for the 
preparation of lists o f official testing arrangem ents prevailing in each Member 
country.

Consumer information

During the year the Committee of Trade Experts considered procedures for 
possible EFTA co-operation in the field of inform ative labelling. It submitted 
a report to  the Council in June 1968.
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Hall-marking

In October 1967 the Council convened a special group of assay officers and 
other experts to  discuss and report to  the Committee o f Trade Experts on the 
possibility o f agreeing on common methods of assay and on tolerances as to 
fineness standards, and of solving the technical problems involved. The findings 
of the group, which finalized its report in May 1968, are at present being considered 
by the Committee.

Government regulations on pharmaceuticals

A report by the working party on government regulations on pharmaceuticals 
was subm itted to the Council in the middle of April 1968. The principle that 
genuine public health interests override economic interests was accepted by all 
members o f the group, and its work has been pursued with the aim of facilitating 
trade in pharmaceuticals within the limits set by this principle. This was achieved 
by agreeing on recommendations identifying the obstacles to  trade that might 
be abolished, subject to  the main principle. A comparison between the regulations 
existing in the EFTA countries and those proposed by the EEC Directives and 
draft Directives was prepared and published in an annex to the report. The 
experts also agreed on some general recommendations to be used by all EFTA 
national authorities in their implementation o f the different systems for allowing 
the marketing of a pharmaceutical speciality. Finally, the experts agreed to ask 
the Council to institute procedures for future co-operation in the field of pharm a
ceutical legislation.

The working party is now discussing the contents of a proposed agreement 
on mutual recognition of inspection of pharmaceutical manufacturing plants.

Agriculture and fisheries

Annual review of agricultural trade

The EFTA Council is required to examine each year the development o f trade 
in agricultural goods, and to consider what further action should be taken in 
pursuit of the Association’s objective of facilitating an expansion of trade that will 
provide reasonable reciprocity to  those M ember States whose economies are 
largely dependent upon agricultural exports.

During the period covered by this report the Agricultural Review Committee 
completed its 1967 review. In its report to the Council, the Committee concluded 
that EFTA  trade in agricultural goods at current prices increased from  1965 to  
1S66 by 11 per cent, while trade in non-agricultural products increased by 9 per 
cent. Denm ark s EFTA exports o f agricultural products increased by 9 per cent
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—mainly as a result o f the increase in the export prices for bacon—while Portugal’s 
exports of agricultural products decreased by 7 per cent, partly because of a decline 
in the value o f exports o f port wine. The exports o f the remaining EFTA  countries 
to  other EFTA markets increased by 24 per cent. Following the standstill in the 
development of trade in 1965, EFTA trade in agricultural products has in 1966 
increased at a rate similar to  that from  1961 to  1964. The full report has been 
published.

The Committee started its 1968 review of EFTA agricultural trade at the end 
o f June 1968 and is expected to complete this work in September.

Income policies and structural policies in agriculture

The 1967 agricultural review also contains a study of the effects o f Member 
States’ prices, incomes and structural policies on trade in agricultural goods. 
It concludes that the possibilities o f attaining a better overall balance between 
production and outlets within EFTA depend on factors which may have different 
effects in the short run and in the longer run. If Member States continue to 
pursue more or less unchanged their traditional policies, it seems unlikely that 
the potential opportunities for trade will in to ta l change substantially. In the 
longer run, however, if the results o f the structural policies in Member States a nd 
the diminished input o f labour begin to affect the volume o f production, the 
balance between production and available outlets can be expected to  change, an d  
consequently trade possibilities within EFTA could improve further.

Review of agricultural provisions of the E FT A  Convention

At their meeting in Stockholm in M arch 1967, Ministers held a full discussion 
on EFTA co-operation in agriculture. They instructed the Council a t official 
level to  carry out a general review o f the provisions of the EFTA  Convention 
regarding agriculture, and to  examine whether further steps should be taken to  
ensure the satisfactory operation of these provisions. As part o f the work p ro
gramm e established in May 1968, EFTA  Ministers agreed to  pursue this review, 
and asked Member Governments to  indicate to  what extent they could remove, 
vis-a-vis their EFTA partners, duties and other restrictions to  trade in Annex D  
goods.

Bilateral agricultural agreements

During the period covered by this report, Denmark concluded a supplementary 
bilateral agreement with Portugal.

Study of trade in fish

The working party on fish met twice in 1967, and finalized a report to  the 
Council on the development of intra-EFTA trade in fish and other marine products 
listed in Annex E to  the Convention. This working party had been set up by
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Ministers at their Lisbon meeting in October 1966 to explore the possibilities of 
liberalizing EFTA trade in Annex E products. The report showed that some 
EFTA countries were in a position to  consider, on a  general basis, the liberalization 
of some specific Annex E products, while some other countries were not at this 
stage able to  commit themselves to  liberalizing any item covered by Annex E.

In London in May 1968, EFTA Ministers decided that the working party 
should, following its subsequent meeting in June 1968, report again to  the Council 
on the possibilities for freer trade in fish products within the Association. Member 
States were asked to  indicate at this meeting to  what extent they could remove, 
vis-a-vis their EFTA  partners, duties and other restrictions on Annex E goods. 
The m atter was under discussion in the Council at the end of June 1968.

Escape clauses, 
consultations and complaints

Escape clauses of the E F T A  Convention

As part o f the work programme agreed in London, Ministers instructed the 
Council to  review the escape clauses of the Convention in order to  assess their 
appropriateness now that the removal o f EFTA tariffs and quotas is essentially 
complete, for the proper functioning of the Association.

T he  general consultation and complaints procedure

N o Member State has made use of the general consultation and complaints 
procedure provided for by Article 31 of the Convention during the year covered 
by this report.

Difficulties encountered by the Portuguese iron and steel industry

The difficulties o f the Portuguese iron and steel industry in meeting foreign 
com petition have been under study by a special working party  and by the Council 
during the year. The working party, made up of trade policy and steel experts, 
examined proposals put forward by the Portuguese authorities for specific tem po
rary measures intended to  protect the industry. The need for such measures 
had been endorsed by an earlier working party which concluded that the industry 
could at present meet competition from the outside only with the aid of effective 
protection. The trade policy and steel experts agreed that the industry continued 
to  be in need o f protection, and made recommendations which are under con
sideration by the Council.
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Portuguese import duties on ball-bearings

As noted in last year’s Annual Report, the Council was at the end o f the period 
covered by that report studying the situation that had arisen from  the re-framing 
by Portugal of its tariffs on imports of ball-bearings. This re-fram ing had 
resulted in protective duties on many categories of ball-bearings being increased. 
Following discussion by a working party, a modified proposal was put forward 
by the Portuguese authorities and this proposal was approved by the Council 
in July 1967.

Difficulties of the Austrian match industry

In November 1967 the Austrian Government gave notice of a  case in connection 
with Article 20 of the Convention concerning difficulties in a particular sector of 
industry. There was rising unemployment in the Austrian m atch industry and 
a substantial decrease in internal dem and due to  higher im ports resulting from 
the Free Trade A rea arrangements. Austria therefore interpreted Article 20 as 
being applicable to  the case. The other EFTA countries considered, however, 
that not all the conditions in paragraph 1 o f Article 20 were fulfilled. They 
believed that the words “ sector o f industry ” could only be defined if read in 
conjunction with the criterion “ an appreciable rise in unemployment ” i.e. in 
the context o f the Article. Since the overall number of unem ployed workers in 
the m atch industry was small, they considered that the Austrian m atch industry 
could not be regarded as a  sector o f industry in the sense of the Convention. 
The num ber of dismissed workers would have to  be large enough to  create an 
appreciable social and/or economic problem for the government concerned; other
wise the Article would not be applicable. As a  result o f consultations the m atter 
was amicably settled and the liberalization of matches in Austria was restored as 
from  1st January 1968.

Plans for aluminium smelters in the United Kingdom

In O ctober 1967 the British Government announced that it was ready to 
consider proposals for a substantial expansion of the aluminium smelting industry 
in the U nited Kingdom. The announcement aroused anxiety in Norway, where 
aluminium smelters are operated from  low-cost hydro-electric power, and from 
where a substantial am ount o f aluminium is exported to  the U nited Kingdom. 
The Norwegian Government raised the m atter at the M inisterial meeting in 
Lausanne in the same m onth, contending that the projects with the assistance of 
substantial investment and building grants, would contravene the provisions of 
the EFTA  Convention concerning government aids. The Norwegian G overn
m ent m aintained that the benefits to  be expected by Norway from  the operation 
o f the Convention would be frustrated.

This view was not accepted by the British Government. M oreover, they 
maintained that whether such smelters were established or not, the state of 
future world dem and for aluminium was such that the exports o f aluminium
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from Norway could be expected to  increase. Investment and building grants 
could not be denied to  firms fulfilling certain conditions. In the British G overn
m ent’s view, no question o f frustration of the benefits to  be expected under the 
Convention arose.

Since the M inisterial meeting in Lausanne, the m atter has been discussed in 
the EFTA Council and in bilateral talks which, on the recommendation o f the 
Council, have taken place between the United Kingdom and Norwegian Govern
ments. A detailed study of the case was made by a special EFTA working party, 
which reported in M arch 1968. Subsequent discussions in the Council have 
centred on the role o f government grants, the size and num ber of the aluminium 
smelters proposed, and  the likely effects on Norway’s exports to the United King
dom. At the request o f the M inisterial Councils, meeting in London in May, 
the U nited Kingdom and Norwegian Governments agreed to  have urgent further 
bilateral talks on the topic and to  report to the Councils on them. The United 
Kingdom Minister said that his G overnm ent would take full account of these talks.

Other questions

Double taxation

The working party  on double taxation continued the examination of the draft 
m ultilateral EFTA convention, based on the OECD bilateral model of 1963. A 
substantial number o f the Articles have so far been provisionally agreed by the 
experts but there are still problems to  be solved; in particular, certain institutional 
questions and the handling of triangular cases.

Patents

In September 1967, the working party  on patents had an exchange of views 
on the plan for a Patent Co-operation Treaty which had been proposed by the 
United International Bureau for the Protection of Intellectual Property (BIRPI). 
The working party felt that this plan holds out hope for alleviating the patent 
situation.

Patent experts from  member countries o f BIRPI (including delegates from 
Austria, Denmark, Norway, Sweden, Switzerland and the United Kingdom) have 
so far m et three times to  discuss the Patent Co-operation Treaty, and it seems that 
an agreement could be reached sooner than originally expected. In these circum
stances, the efforts o f EFTA  countries are being concentrated on the study and 
development of the BIRPI plan since it offers the possibility o f world-wide par
ticipation and thus would represent a  m ajor step forward.

The working party  met again in June 1968 to  discuss suggestions of its sub
group concerning certain possibilities of work-sharing between patent offices. 
The experts felt that work-sharing in particular fields could lead to a  decrease in
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the work load of patent offices and could constitute a valuable complement to the 
Patent Co-operation Treaty. A Swiss proposal concerning the obligation to 
work inventions in all countries where they are patented is still under consideration.

Indirect taxation

As part of the w ork programme established in M ay 1968, M inisters instructed 
the Secretariat to  carry out a first analysis o f the impact on EFTA  trade o f  any 
contemplated change in indirect taxation.

Study of effects of economic division of W estern  Europe

EFTA  Ministers decided at their meeting in Bergen in May 1966 tha t a  study 
of the effects on the economies of Member States of the split in W estern Europe 
into two trading blocs should be undertaken. The Secretariat has com pleted a 
part o f this study, concentrating on the economic effects o f EFTA. The work 
has been undertaken in close contact with national authorities and other inter
national organizations and the Secretariat has benefited from  advice by a special 
expert group which was appointed to  discuss m ethodological problems o f the 
study. It is hoped to  publish the completed first part o f the study in the autum n 
of 1968. At the Ministerial meeting in London in May 1968, the Secretariat was 
instructed to  carry out a revision and extension of the study to  bring it up to  date 
and to enlarge its scope to  take account of the effects o f the creation o f the 
European Economic Community.

Study of effects on prices of tariff dismantling

A first study of the effects on prices of tariff dism antling in EFTA  was carried 
out in 1965-1966 and the results o f the study were published towards the end 
o f 1966.

At the beginning o f  1968 it was decided to  continue this study. A working 
party was formed to  co-operate with the Secretariat in the preparation of the new 
study. The working party agreed that the Secretariat should examine new 
methods of investigating the effects of tariff dism antling and carry out statistical 
tests on the basis o f these methods. Continued contact between the members o f 
the working party and the Secretariat is being maintained, and it is estim ated that 
it will take about 18 m onths to  complete the work.

The Association with Finland
The EFTA Council decided, with effect from  the beginning of 1968, to  hold 

the majority of its meetings simultaneously with those of the Joint Council o f 
EFTA  and Finland, so as to  avoid duplication of work. In  practice, m ost sub
stantive discussion by the Councils had already for some years been taking place
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in the Joint Council. F inland has also continued to be represented on an equal 
basis with Member countries in all committees and working parties concerned 
with trade between EFTA countries.

Tariffs and quantitative import restrictions

On 31st December 1967, F inland, in acceleration of the original timetable, 
abolished all remaining protective duties on industrial products imported from 
EFTA  M ember States, including the duties on those goods listed in Annex I to 
the Agreement between F inland and the Association.

The Finnish Governm ent had announced its intention at the Stockholm 
M inisterial meeting in M arch 1967 of reducing and ultimately removing the 
revenue duty on cars im ported from  the EFTA countries. Shortly after the 
meeting, the duty was withdrawn from  the list o f revenue duties, and the rate of 
duty on passenger cars, when eligible for A rea tariff treatm ent, was reduced to 
7 per cent. Finland also removed its remaining quantitative import restrictions 
with effect from 1st January 1968.

Drawback

The provisions of Article 7 o f the Convention, as amended by Decision of the 
Council No. 6 of 1966, became fully effective on 31st December 1967 in respect 
o f trade between Finland and EFTA  Member States. As from that date, no 
EFTA  goods, when exported from Finland, can benefit from both EFTA tariff 
treatm ent and drawback.

Invisible transactions and transfers:  

review of Article 5 of the F IN E F T A  Agreem ent

Article 5 of the Finland-EFTA  Agreement regulates the liberalization of current 
invisible transactions and capital movements between Finland and the Member 
States of the Association. A working party reviewing the Finnish position con
cluded its work early in 1968. In view of the prospect of an early decision by the 
Finnish Government to  seek membership of the Organisation for Economic 
Co-operation and Development, which would entail Finland’s adhering to  the 
OECD Codes of Liberalisation, it was agreed by the Council in April 1968 not 
to pursue the revision o f Article 5 o f the Agreement for the time being. Following 
the devaluation of the Finnish m ark, the Finnish authorities have decided to 
discontinue the rule requiring cash paym ent for certain imports from  1st January 
1968, and also to allocate the tourist allowance on a non-discriminatory basis.
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The Economic Committee
The seventh meeting of the Economic Com m ittee took place on 9th and 10th 

January 1968. The Agenda for this meeting included, apart from the regular 
review of economic developments and short-term  prospects o f Member countries, 
a special study of recent Finnish economic measures, a review of the Secretariat’s 
study on the effects o f EFTA on the economies o f M ember countries and a 
survey of economic policy developments in Portugal since mid-1967. M ost of 
the discussion centred necessarily on the currency devaluations which had been 
announced in the last quarter o f 1967 and on the possible effects o f the proposed 
American balance of payments measures. The Com m ittee reported to  the 
Council that it found the totality o f the Finnish economic measures unobjection
able on economic grounds and expressed the view that they were reasonable in 
the setting of the Finnish problems existing tow ards the end o f 1967.

At their London meeting in May 1968, EFTA  Ministers decided that the 
Economic Committee should intensify its deliberations. On the basis o f its 
examinations of the economic situation and policies o f the EFTA countries, and 
within its existing terms of reference (which stress the need to  avoid duplication 
of work in other international organizations) the Com m ittee should be in a  
position to  state its conclusions about the economic and financial policies o f EFTA 
countries which are likely to affect significantly com mercial and other economic 
relations within EFTA.

The Economic Committee held its eighth meeting on 25th and 26th June 1968. 
The first item on the Agenda was as usual a review of economic developments and 
short-term  prospects o f Member countries. The Com mittee also discussed eco
nomic policy developments in Portugal since mid-1967 and the future work o f the 
Economic Committee, in the light o f the decision a t the Ministerial meeting in 
May 1968. In its review of developments and prospects in M ember countries 
the Committee concentrated mainly on the changes in the countries which had 
devalued in the autumn of 1967. The members o f the Committee expressed 
satisfaction with economic developments in these countries and also expressed 
the hope that Member countries and others would conduct their policies so as to  
permit the United Kingdom to achieve the expected surplus on its balance of 
payments. In implementation of the Ministerial proposal to  intensify the work 
of the Economic Committee, it was proposed in future to  concentrate more closely 
than hitherto on problem areas in particular countries and applying to  particular 
subjects of interest to  all Member States.

Economic Development Committee
A t the end of the period covered by this report, activities under the auspices 

of the Economic Development Committee were entering a new stage. W ork on 
a num ber of subjects included in its previous programme of work had been 
completed, and a new programme was in the course of being established. A 
working party on foreign investment in tourism  in the Algarve completed its
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task a t the end of 1967 and a report, which incorporates a number of recom
mendations, is in the hands o f the Portuguese authorities. A  working party on 
regional development (growth centres) has also held its last meeting and its report, 
which incorporates certain theoretical and practical studies will be published 
during the summer o f 1968 under the title “ Regional Policy in EFTA : an exami
nation of the growth centre idea A working party on the handling of general 
cargo in EFTA ports also com pleted its task during the year and a booklet, 
“ G eneral Cargo Handling in Three EFTA Ports ” , based on the five reports of 
this working party, has now been issued.

The new programme o f work includes a study of industrial estates which is 
expected to be completed by the spring of next year; in addition the Committee 
will probably consider at its next meeting the undertaking of a  wider study also 
in the field of regional development, covering industrial zones and structure. A 
study of foreign investment in tourism  in M adeira is also included, and will 
probably follow the same general lines as the Economic Development Committee 
study o f the Algarve.

The fifth meeting of the Economic Development Committee took place on 
29th February 1968. A t the sixth meeting to be held in the autumn of 1968 the 
Committee will receive and discuss several reports on completed work, consider 
further those items o f its projected w ork programme which have not already been 
confirmed, and examine certain possible new subjects o f study.

Consultative Committee
The Consultative Com mittee, which brings together representatives of industry, 

commerce and the trade unions from  each of the EFTA countries, held two 
meetings during the twelve m onths covered by this report. As usual, each was 
held shortly before a  meeting o f the Council a t Ministerial level.

The fifteenth meeting o f the Committee took place in Helsinki on 20th Sep
tember 1967, under the Chairmanship o f Mr. O. Salonen, Minister o f Trade and 
Industry of Finland. The discussions centred on European integration and the 
internal development o f EFTA , with particular attention being paid to  the work 
o f the Economic Committee.

The sixteenth meeting was held on 29th March 1968 in Geneva. The Chair
man was the Rt. Hon. A nthony Crosland, MP, President of the Board of Trade 
of the United Kingdom. In addition to  the usual debates on European integration 
and the internal development o f EFTA, there was some discussion of the possi
bility of increased participation in EFTA  activities by representatives o f the 
private sector, and suggestions were also put forward in relation to  specific items 
in the new work program m e o f the Association.

The practice of holding an informal briefing session under the Chairmanship 
o f the Secretary-General on the day prior to the formal meeting has continued, 
with the aim of providing members with an account o f the detailed work o f the
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Association. The procedure whereby the Com mittee puts forw ard suggestions 
for consideration by the Council has also continued, and a  num ber o f proposals 
put forward at the 16th Meeting were under consideration by the Council at the 
end of the period covered by this report.

The Seventh Annual Report recorded the first meeting o f the Economic and 
Social Sub-Committee o f the Consultative Com mittee, which was established by 
the Council to investigate needs and m ethods o f improving labour mobility in 
view o f the redeployment consequent on the introduction o f free trade within 
EFTA. During the year covered by the present report, the Sub-Committee 
term inated its work on this subject and reached the general conclusion that, 
although it was extremely difficult to distinguish the influence of tariff elimination 
within EFTA  from  tha t o f other factors, it would appear that any redundancies 
are to  only a minor extent attributable to  greater com petition within EFTA. 
Long-term structural changes in the industries investigated were generally of 
greater importance, while in some cases increased com petition from  developing 
countries has also had some influence.

It was agreed that the redeployment measures available to  the EFTA  countries 
have in general been sufficient to  ensure tha t no m arked increase in unemployment 
occurred, although it was felt that it was not impossible that in some cases indi
vidual workers had suffered. The generally favourable economic climate during 
the period under study has, o f course, m ade it easier to  ensure that redeployment 
could be achieved, while the existence o f EFTA  undoubtedly helped in creating 
favourable conditions.

EFTA Parliamentarians
Parliam entarians from  the EFTA countries have continued to  hold informal 

meetings a t Strasbourg in conjunction with the sessions o f the Consultative 
Assembly o f  the Council of Europe. Three such meetings took place during the 
year, each attended by about 50 delegates. A t the meeting in January 1968 
Finnish Parliam entarians participated for the first time. The main feature o f 
these meetings remains a discussion of the prospects o f European integration and 
o f the current political situation in this respect.

Information activities
An increased public interest in EFTA  affairs has been evident during the year. 

Particularly noticeable has been the increase in requests for inform ation coming 
from European countries outside EFTA. There have been an unusually large 
number o f information visits by groups and individuals to  the Secretariat in 
Geneva.
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Most EFTA publications continue to  be issued in three languages (English, 
French and German). Circulation of the EFTA Bulletin, now enlarged, and 
o f  its counterpart the EFTA Reporter (issued by the EFTA  Information Office 
in Washington D .C.) has continued to  grow. Two wholly new publications 
were issued by the Secretariat. “  General Cargo Handling in Three EFTA Ports ”  
incorporates the reports o f a  working group set up by the Economic Development 
Committee. “ Using EF TA ” , an introduction to  the EFTA  market for business
m en, was published a t the end of the period covered by this report. Other publica
tions included the Seventh Annual Report, the 1967 Annual Review o f  Agricultural 
Trade, the latest edition o f the yearly trade report EFTA Trade 1959-1966, and 
revised editions or reprints o f  various inform ation booklets.

The EFTA Council 
and the Joint Finland-EFTA Council

During the period under review the EFTA  Council held 46 meetings and 
the Joint Finland-EFTA  Council 45 meetings, o f which 25 were held simul
taneously (see page 36). The two Councils met at Ministerial level in Lausanne 
on 26th October 1967 and in London on 9th and 10th May 1968.

For the period 1st July - 31st December 1967 the Chairmanship of the EFTA 
Council was held by Switzerland and the Chairmanship of the Joint Council 
by Finland, the United Kingdom carrying the Vice-Chairmanship of both Coun
cils. F or the period 1st January - 30th June 1968 the Chairmanship of the two 
Councils was held by the United Kingdom and the Vice-Chairmanship by Austria.

Administration and finance

The  Secretariat

A number of senior staff left the Secretariat during the year. New H eads 
of Departm ent are Mr. James Lanner (Economic), Miss Inger Nielsen (Trade 
Policy) and Mr. Alois G aeta (General and Legal). A list o f the principal Secret
ariat officials appears on the final page o f this report.

At the end of the period under review, the headquarters staff totalled 93. 
Of these, 45 were in the Professional category and above, and 48 in the General 
Service grades. The W ashington Inform ation Office has five staff, the D irector 
and four recruited locally.
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New E F T A  headquarters building

W ork on the main structure of the building at 9-11, rue de Varembe was 
finished on schedule, and the Secretariat therefore expects to  be able to  occupy 
the premises on 1st April 1969.

Finance

The Association’s net budget for 1967-1968 was 6,975,500 Swiss francs. The 
budget for the financial year 1968-1969, commencing 1st July 1968, has been 
established at a gross am ount o f 7,318,000 Swiss francs which, after deduction 
of estimated income of 52,000 Swiss francs, leaves a net budget o f 7,266,000 
Swiss francs to  be financed by M ember States’ contributions. The Budget Com
mittee held one meeting during the year.

The scale of contributions to  the EFTA budget is determined by reference 
to the Member States’ gross national product a t factor cost, no M ember being 
required to  contribute more than  30 per cent o f the expenses of the Association. 
The individual national contributions for 1967-1968 were on the following basis 
(the figures for 1968-1969 are shown in brackets): U nited Kingdom 30 per cent 
(30); Sweden 21.91 per cent (22.17); Switzerland 16.88 percent (16.66); Denmark 
10.73 per cent (10.69); Austria 9.84 per cent (9.71); Norway 7.74 per cent (7.65); 
and Portugal 2.90 per cent (3.12). By annual agreement, Finland also makes a 
contribution which, in practice, has been between 6 and 6 '/^ per cent o f the net 
budget; this serves to  reduce the above contributions by Member States other 
than the United Kingdom.
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III. External relations

E FTA -Y ug os lav  Joint W orking Group

The first meeting o f the EFTA-Yugoslav Joint W orking G roup, established 
in  June 1967, took place in Decem ber 1967. The purpose of the group, in which 
all the EFTA countries (including Finland) and Yugoslavia are represented, is 
to  consider concrete plans of m utual interest for the development o f economic 
and  technical co-operation, including trade prom otion, between Yugoslavia and 
the EFTA  countries.

This first meeting was largely procedural and exploratory. Co-operation 
in metal-working industries and in tourism through the medium o f the Economic 
Development Committee was discussed. The Yugoslav representatives explained 
national regulations relevant to  trade prom otion and technical and industrial 
co-operation, while from  the EFTA  side an account was given of current activities 
in the Association, and in particular in a num ber o f working parties which it 
was agreed Yugoslav representatives might in future attend as observers. Follow
ing this agreement, Yugoslav observers have attended many of the meetings 
o f the working parties concerned.

G A T T

The first tariff reductions agreed by EFTA  countries in accordance with the 
schedule agreed in the K ennedy Round negotiations were made on 1st January 
and on 1st July 1968. In  addition to  general reductions, most EFTA countries 
made ahead-of-schedule cuts in tariffs on many products which are o f especial 
interest to  exports from  the developing countries. The EFTA countries have 
continued to  consult an d  inform each other on current GATT activities. In this 
context, they agreed during the spring of 1968 to offer, subject to certain con
ditions, acceleration o f the tariff cuts agreed in the Kennedy Round, as a means 
of assisting the U nited States in its efforts to  overcome its balance of payments 
difficulties.

Members of the EFTA  Secretariat attended those GATT meetings of parti
cular interest to  EFTA . The periodic EFTA  report on progress made in imple
menting the Stockholm Convention was presented to  the 24th Session of the 
Contracting Parties.
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U N C T A D

EFTA countries have continued to  take an active part in the work of the 
United N ations Conference on Trade and Development. Consultations took place 
among EFTA  Governments in preparation for the second session of UNCTAD 
in New Delhi, and their representatives kept in touch throughout the confer
ence. Members of the Secretariat participated as observers in those UNCTAD 
meetings in Geneva which were of particular interest to  EFTA.

OECD

The Secretariat was represented in the Ministerial meeting of the OECD 
in December 1967 as well as in various meetings of the Trade Committee, Eco
nomic Policy Committee, Fiscal Committee, Economic Development and Review 
Committee, Committee for Invisible Transactions and the Fisheries Committee. 
The EFTA Secretariat continues to  receive valuable assistance from the OECD 
Secretariat, particulary in the form of statistical and other information.

Council of Europe

Contacts between the Secretariat of the Council o f Europe and the EFTA 
Secretariat have continued at roughly six-monthly intervals, the meetings being 
held alternately in Geneva and Strasbourg. The primary purpose of these contacts 
is to ensure that each body is aware of the w ork program m e being carried out 
by the other, and of avoiding unnecessary duplication o f activities. In addition, a 
wide range of general topics is regularly discussed.

In accordance with the established practice, representatives of the EFTA 
Secretariat attend most sessions o f  the Consultative Assembly of the Council 
o f Europe and the Joint Meetings of the European Parliam ent and the Consultative 
Assembly. A report on these meetings is given to  the EFTA Council in Geneva.

UN Economic Commission for Europe

The Economic Department has m aintained contact with the Secretariat of 
the United N ations Economic Commission for Europe, and has received useful 
information from the ECE. EFTA Secretariat members have taken part in ECE 
meetings on statistical questions and on m ethods o f forecasting international 
trade.

Nordic Council

Contacts with the Nordic Council have continued. Observers from the EFTA 
Secretariat attend the regular sessions of the N ordic Council which, in recent 
years, have proved to  be of increasing interest from  the EFTA  point o f view. 
A ful report on these meetings is made to  the EFTA Council.
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Customs Co-operation Council

Members o f the Secretariat have attended sessions of the Nomenclature 
Committee and Permanent Technical Com mittee of the Customs Co-operation 
Council, Brussels.

Exchange of technical information with the EEC

During the year the Secretariat continued to  have periodic contacts o f a 
technical nature with the services o f the Commission o f the European Economic 
Community, in order to  exchange inform ation on work progress in each orga
nization in specific sectors.

Contacts with non-governmental organizations

The Secretariat has continued to  develop relations with international non
governmental organizations directly interested in the w ork of the Association.

A further meeting in G eneva o f the O RG A LIM E-EFTA  Liaison Committee 
was held on 24th N ovem ber 1967. Like one held the previous year, it provided 
an opportunity for the Com mittee to  discuss with the Secretary-General and 
members of the EFTA  Secretariat those aspects o f EFTA ’s work directly 
affecting the mechanical and engineering industries o f Western Europe, which 
O R G A LIM E represents.
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Appendix I

Communiques of 
EFTA Ministerial Meetings

Lausanne Meetings 26th October 1967

Communique

The EFTA Council and the Joint Council o f EFTA  and F inland met at 
Ministerial level in Lausanne a t the invitation o f  the Swiss Government, on 
26th October 1967. Mr. Hans Schaffner, Federal Councillor and  H ead of the 
Federal Department of Public Economy of Switzerland, was in the Chair.

Ministers reviewed the current activities of EFTA. They noted that the Council 
a t official level is carrying out the general review o f the agricultural provisions 
o f the Convention agreed upon at the Ministerial meeting in Stockholm in 
M arch this year. Ministers noted the continued satisfactory operation of the 
Free Trade Area, and reviewed work in progress on the application o f  the rules 
o f competition. Ministers agreed that this w ork should be pursued and that 
high priority should continue to be given to  reducing technical barriers to  trade, 
this being of increasing importance now that virtually all tariff's and quantitative 
restrictions between Member States had been removed. In this respect they 
agreed to  strengthen their efforts in applying international standards. In  connec
tion with government aids reference was made to  plans for building aluminium 
smelter plants in the United Kingdom. M inisters agreed that the m atter should 
be further pursued in bilateral talks between the U nited Kingdom and the Norwe
gian Governments, assisted as required by the working party  on government 
aids. Ministers also discussed a report on the effects o f U nited K ingdom  invest
ment grants for shipping and decided that the m atter should be kept under review. 
The Council also discussed and took note o f the report o f the 15th Meeting 
of the Consultative Committee.

The Council welcomed the announcem ent o f the Finnish M inister that Fin
land intended to  remove, as from  the beginning of 1968, duties on those industrial 
goods to  which the slower timetable of tariff reductions applies. This means that 
all industrial imports into Finland from  the EFTA  A rea will then become duty 
free.
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In connection with the report on the fourth meeting of the Economic Develop
m ent Committee, the Council endorsed a suggestion by the Committee’s Chair
man that, in the interests o f EFTA co-operation, all Member Governments 
should now give attention to  the selection of new and useful subjects of study 
by the Committee.

The Danish Minister informed the Council o f his Government’s intention to 
exercise its right under Article 43 of the EFTA Convention to make the Conven
tion applicable to the Faeroes. The other Ministers welcomed this declaration 
and  instructed the Council at official level to decide as soon as possible how 
the Convention should be applied to  the Islands.

The EFTA Council, with the Foreign Minister of Finland present in a personal 
capacity, discussed developments in European integration since the previous 
Ministerial meeting in London at the end of April. Ministers recalled the moves 
which, in consultation with their EFTA partners, their governments had made 
towards the European Communities. Ministers reiterated the determination 
with which all their governments continue to  work for the wider integration of 
Europe which has always been the objective of the Association. They reaffirmed 
their conviction that Europe cannot realize its full potential until its present 
division is brought to  an end. They were unanimous in their desire that the 
negotiations should accordingly be started quickly and be carried through to 
an early and successful conclusion. They joined in expressing once again their 
strong interest in safeguarding, within the enlarged European community, the 
free m arket built up in the Association over the past seven years. Ministers 
were agreed on the importance of the closest consultation among their govern
ments in all m atters concerning European integration. This would enable them 
to take account o f the individual situations of the other EFTA countries in 
continuing to  work for this objective.

Ministers exchanged views on world trade matters. They agreed that the 
Kennedy Round had been a considerable success. Thanks to the constructive 
spirit evinced by the United States and their trade partners in Europe and elsewhere 
a new impetus had been given to  world trade. Ministers voiced their concern 
about the protectionist tendencies now appearing in the United States. However, 
they expressed their confidence that the movement towards the dismantling of 
trade barriers would be sustained in order to obtain the full benefits of the Kennedy 
Round and to preserve the dynamic character o f the process o f further world 
trade liberalization to  the advantage of all nations.

Ministers had an exchange of views on the second UNCTAD conference 
to be held in New Delhi in February 1968, and reaffirmed their intention of 
playing their full part in ensuring its success. They expressed the willingness 
o f their governments to consider ways in which freer access might be given to 
exports o f developing countries.

At the invitation o f the United Kingdom Government, the next Ministerial 
meeting of the Councils will be held in London on 9th and 10th May, 1968.
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London Meetings 9th and 10th May 1968

Communique

The EFTA Council and the Joint Council o f F inland and EFTA  met at 
Ministerial level in London on 9th and 10th May. Mr. Anthony Crosland, President 
o f the Board of Trade of the United Kingdom, was in the Chair.

In the EFTA Council, with the Finnish M inister present in a personal capa
city, Ministers reviewed developments in European integration since their 
meeting in Lausanne in October 1967. They noted that efforts by Member 
countries to open negotiations with the European Communities had so far been 
unsuccessful. They reaffirmed their continuing determ ination to  work for the wider 
integration o f Europe which has always been an objective o f EFTA.

Discussions are at present proceeding within the European Economic Com
m unity on the possibility of interim solutions, including trading arrangements, 
pending the enlargement of the Community. Such solutions, which cannot be 
considered as a substitute for wider integration, might reduce the effects of the 
division of Europe. Ministers expressed their readiness to  consider in a  positive 
spirit any constructive proposals that might be put forw ard by the Community, 
provided that these proposals were in conform ity with their international oblig
ations. All EFTA countries should have the possibility to  participate from the 
beginning in any negotiations for a trading arrangem ent which might follow, 
without renouncing the aim of their respective government policies to  achieve 
either membership of the Community o r any other form of participation in a 
w ider European market. All Ministers undertook to  consult fully in the event 
o f any proposals being addressed to them individually or collectively.

Ministers were unanimous in their view that, so long as the establishment of a 
single European market remained out o f reach, their co-operation in EFTA  should 
be actively pursued. Accordingly, they instructed the Councils at official level 
to  work on lines set out in a programme which covers a wide range o f activities. 
This programme which takes account o f the proposals put forward by the four 
N ordic EFTA Governments, is based on three main principles: first, to  improve 
still further the trading opportunities opened up by the Free Trade Area; secondly 
to  permit a more precise interpretation of the provisions of the EFTA Convention, 
including the rules of competition; and finally, to  extend consultations within 
EFTA  in a number of fields. In reviewing current EFTA  business, Ministers 
took  note o f the extent of agreement reached by the working party on government 
aids, and instructed the Councils at official level to  pursue the study of the subject.

Ministers discussed the impact on EFTA  trade of the proposed expansion 
o f aluminium smelting capacity in the U nited Kingdom with the assistance 
o f government aids available under general legislation and the effects which 
this could have on Norwegian exports. A t the Council’s request the United 
Kingdom and Norwegian Governments agreed to  have urgent further bilateral 
talks on this topic and to the report to  Councils on them. The United 
Kingdom Minister said that his Governm ent would take full account o f these 
talks in arriving at decisions.
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Ministers expressed their satisfaction that the partners in the Kennedy 
Round of the United States had found it possible to envisage an accelerated 
application of the agreed tariff reductions. They recalled the constructive offer 
which EFTA  Governments had made in this direction. They agreed to  keep 
in close touch with each other and with the other participants in the Kennedy 
Round in order to  m aintain the present high degree of liberalization o f world 
trade.

At the invitation o f the Austrian Government, the next Ministerial meeting 
of the Council will take place in Vienna on 21st and 22nd November 1968.
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Appendix II

Amendments to the EFTA Convention 
and the Finland-EFTA Agreement

1. Decisions of the Council Nos. 7 and 8 o f 1967 am ended Schedules I and II 
to Annex B in order to  m aintain the alignment with the Brussels Nomenclature 
and take account of a reclassification decision.

2. Decision o f the Council No. 10 of 1967 introduced a new qualifying process 
into Schedule II to  Annex B. The process relates to  the m anufacture of needled 
felt whether or not impregnated or coated (ex 59.02).

3. Decision o f the Council No. 2 o f 1968 am ended the value limits for the 
concessions relating to  EFTA consignments o f small value. The amendment 
was consequent upon the devaluations of the D anish krone and the Pound sterl
ing.

4. Decision of the Council No. 4 of 1968 am ended Schedule I to  Annex B by 
the introduction of a new qualifying process for furfuryl alcohol (ex. 29.35).
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