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I. The year in EFTA: 
July 1975 to June 1976

D uring the twelve m onths covered by this report econom ic recovery began 
in some of the industrialised countries o f the world bu t activity in many of 
the smaller countries was still under the influence of the world recession. In 
its initial stages the recovery depended heavily on a rebuilding of inventories, 
and since in m ost countries there was little evidence by June 1976 that fixed 
investment had started to  increase it was still not quite certain  that a sustain
able upswing in activity was taking place. Inflation  continued to be high in 
many countries and unem ploym ent rates had hardly been reduced. M ost of 
the EFTA  countries had m anaged to offset the pressures of the world recession 
rather well but, like m any other small industrial nations, m any of them  were 
still running relatively large deficits on the curren t account of their balances 
of payments.

This was the situation in June 1976 when the E F T A  Councils met at 
M inisterial level fo r the ir regular six-monthly meeting. Reflecting on the 
experience of the E FT A  countries, the M inisters em phasised the need for 
policies designed to sustain the revival and stressed in particular the necessity 
for active em ploym ent policies which should include selective measures aimed 
at increasing employment. A t the same tim e they considered it essential that 
a resurgence of inflationary pressures should be prevented and that continued 
attention should be given to  world m onetary problem s.

The im portance of preserving and im proving the free trade achieved in 
EFTA  was underlined by the M inisters a t the same m eeting in the course of 
a review of the internal activities o f EFTA . They em phasised the importance 
of resisting demands fo r m easures to restrict trade and of resisting protec
tionism in general. They also recognised tha t the O EC D  T rade Pledge, by 
which the OECD nations undertook to  refrain  fo r twelve months from  
applying measures to restric t trade, had had  a positive effect since it was first 
adopted in M ay 1974, and they expressed the firm  hope tha t a second renewal 
of the Pledge would likewise be beneficial. T hree weeks later O ECD  Ministers 
agreed to extend the Pledge for a fu rther year.

Throughout the year the E F T A  countries continued to exchange inform a
tion and to consult each other within the fram ew ork of the Association on 
general economic developm ents in the E F T A  countries and in the world as 
a whole. The consultations covered both  the policies adopted in the EFTA  
countries in order to  deal w ith the curren t econom ic situation, and the posi
tions of the E FT A  countries in connection w ith the com plex of international 
negotiations on trade and other econom ic questions tha t were taking place in
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other contexts. In  these negotiations the E F T A  Governm ents aim ed to con
tribute as fully as opportunities perm itted to  strengthening the liberal system 
of world trade and to  im proving the conditions fo r the economic advance of 
the developing countries. Reviewing in June 1976 the part played by the 
E FT A  G overnm ents in this context, the E F T A  Ministers recognised that 
considerable w ork rem ained to  be done to  bring about the necessary changes 
in in ternational econom ic relationships and in particular to secure a larger 
share of the w orld p roduct fo r the developing countries, especially the least 
developed and those w ithout petroleum  o r o ther natural resources.

A  fu rther step tow ards the achievem ent o f free trade between the EFTA  
countries and the E uropean Com m unities was taken on 1st January  1976 
when the fourth  ta riff cut was m ade, as scheduled, under the F ree Trade 
A greem ents w hich each of the E F T A  countries has with the EC. F o r almost 
all industrial products the free trade will be realised when the fifth  and final 
reduction of tariffs takes place on 1st July 1977. The ending of the fishing 
dispute between Iceland and the U nited  K ingdom  at the beginning of June 
m ade it possible fo r Iceland to  expect to  receive in the near fu tu re the full 
benefits o f its F ree T rade Agreem ent.

W ork continued th roughout the year on the  removal of technical barriers 
to trade. Tw o new schemes designed to  overcom e barriers of this kind 
th rough the principle of the m utual recognition of tests and inspections of 
particular groups of products reached an advanced stage of preparation 
w ithin EFT A . These schemes are sim ilar in  purpose to  other schemes and 
conventions already in force w hich w ere w orked out originally in EFTA , and 
all of them  are open to  the participation  of o ther countries. In  the course of 
the year H ungary  becam e the eleventh country to  accede to the Pharm aceu
tical Inspection C onvention and the U nited Kingdom  the fifth  country to 
ratify  the H allm arking Convention.

A  m ajo r preoccupation of E F T A  during the year was the working out of 
the details o f its response to  the appeal from  Portugal for economic assistance. 
T he E F T A  countries and the A ssociation had  quickly recognised tha t Portugal 
needed financial and technical assistance in o rder to overcome the serious 
econom ic difficulties facing the country and thus to  enable a sound dem ocra
tic political system to take roo t there. A t the suggestion of the Portuguese 
authorities it was agreed tha t action should be taken in four different fields.

The Councils agreed tha t P ortugal should have an additional five years in 
which to  com plete the rem oval of its tariffs on  imports from  E FT A  and 
am ended the Stockholm  Convention accordingly. The am endm ent will enter 
into force afte r ratification by the E FT A  countries. Concessions were also 
m ade by some E F T A  countries in order to  encourage the im port of certain 
agricultural goods produced in Portugal, and other measures to  facilitate 
Portuguese agricultural exports w ere under consideration. In  addition, tech
nical assistance was provided on  a b ilateral basis in the fields of education, 
housing, fisheries, forestry, tourism  and u rban  transport, and other specific 
projects w ere being studied bilaterally.

Finally, E F T A  also agreed during the year to set up a 100 million 
US dollar Industrial D evelopm ent F und  fo r Portugal. This was a venture of 
an entirely new kind for E F T A  w hich necessitated a  thorough examination
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of the possibility of creating such an institution and of the principles accord
ing to  w hich it should provide finance fo r the developm ent of industrial 
enterprises in Portugal. T he decision to  establish a fund was taken when the 
E F T A  Councils m et at M inisterial level in N ovem ber 1975, and the Statute 
creating the Fund, as a new E F T A  institution, was agreed in April 1976. 
T he S tatute is subject to  final acceptance by the E F T A  countries, a process 
tha t had  not been com pleted at th e  end of the year under review.

T he Statute, w hich is reproduced in full a t the end of this report, provides 
tha t the F und  is to finance specific projects fo r the reconstruction or creation 
of enterprises, especially sm all and m edium  sized, in the public and private 
sectors in Portugal. T he contributions of the E F T A  countries are to  be made 
available to  the F und  in five equal annual instalm ents and  will be drawn on 
as and when required by financing operations. Reim bursem ent of the contri
butions will begin from  the end of the eleventh year o f the F und’s life and 
be com pleted by the end of the tw enty-fifth  year. F rom  the sixth year 
contributions will bear in terest at the ra te  of 3 per cent per annum . The 
F und  is to conduct its operations in such a way tha t a substantial p art of its 
assets are used fo r purchases w ithin the A rea of the Association. The EFTA  
Council, w ith the full participation  of the representative of Finland, is to 
supervise and give guidance on the application of the Statute of the Fund.

D uring the year two E F T A  countries w hich had  previously introduced 
tem porary  restrictive m easures to  curb growing balance of paym ents deficits 
found it necessary to  keep them  in force. T he Finnish im port deposit 
scheme was prolonged b u t w ith a new tim etable to  phase it out completely 
by 31st D ecem ber 1976. T he Portuguese im port surcharge was also retained 
fo r the rest o f the year 1976. Steps were taken during the year by three 
countries to  restrict im ports o f particular products. T o  pro tect a domestic 
industry affected by a rapid  increase in low-price im ports, A ustria set min
im um  im port prices fo r w om en’s tights, w ith authority  to  collect a com pen
satory levy on im ports entering the country a t low er prices. Switzerland 
reintroduced border charges on the im port of some anim al feeding-stuffs 
that are duty free in EFTA , w hich in its view was necessary to  regulate the 
production of m eat and m ilk in Switzerland. F o r reasons of econom ic defence 
policy, Sweden im posed a global quota on the im port o f shoes and boots, as 
an interim  m ethod of arresting a secular decline in  its footw ear industry. All 
these actions w ere the subject of careful scrutiny w ithin EFT A , as is recounted 
in m ore detail elsewhere in this report.

Suggestions th a t the E F T A  countries should cooperate m ore closely were 
m ade during the year both  by the group of E F T A  Parliam entarians and by 
trade unions in  the E F T A  countries. T he Parliam entarians, w ho meet 
yearly to  discuss E F T A ’s work, expressed the view th a t the Association 
should play a bigger role in  econom ic cooperation in Europe. They proposed 
that the E FT A  countries should strengthen their cooperation both  w ithin the 
Association and in other international organisations.

T rade union representatives m ade proposals to this effect a t a meeting of 
the Consultative Com m ittee, the m em bership of w hich includes representatives 
of industry, unions, com m erce and o ther interests in  the E F T A  countries. 
T he trade union m em bers p u t the em phasis on the m aintenance of full
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employment, which is one of the objectives of E F T  A, and stressed the need 
for a continuous evaluation within E FT A  of economic developments in 
Europe, especially so fa r as em ploym ent is concerned. They also made 
some specific suggestions about the organisation of EFT A ’s activities with 
this aim in view, proposing that there should be changes in the w ork of the 
Consultative Com m ittee and that there should be exchanges of inform ation 
on economic and social developments with the appropriate bodies of the 
European Communities. The intention of the trade union members was 
that the Consultative Com m ittee should recom m end these proposals to  the 
Councils, and the proposals were supported by some other representatives at 
the meeting. A t the end of June 1976 preparations were being made for 
a full discussion in  the Committee.
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II. Internal
developments in EFTA

Tariffs and quotas
Tariff reductions on industrial goods

Since the end of 1966, o r in the case of Finland 1967, only Iceland and 
Portugal are perm itted to levy im port duties on industrial products im ported 
from  other EFTA  countries.

Iceland’s im port duties were reduced on 1st January 1976 from  50 per cent 
of the basic duties to 40 per cent, as provided fo r in the tim etable contained 
in the Council Decision on Iceland’s accession to EFTA . The duties will be 
reduced by 10 per cent of the basic rate at the beginning of each calendar 
year until they reach zero on 1st January 1980.

N o reduction was due, during the twelve months covered by this report, 
in the Portuguese im port duties on goods covered by paragraph 4 of Annex G 
to the Convention. The rate of duty thus rem ained at 30 per cent of the 
basic duties, except that the duty on a few iron and steel products, subject to 
a separate timetable, was cut from  20 to  10 per cent.

Quantitative import restrictions

The abolition of quantitative restrictions on industrial products was com 
pleted by 31st December 1966 by all the E FT A  countries except Iceland 
which at that time was not a member of EFTA . As scheduled in the Council 
Decision on the accession of Iceland, its quantitative restrictions were abol
ished by 1st January  1975 with the exception of the quotas on certain goods 
containing sugar. See page 17.

On 5th N ovem ber 1975 Sweden introduced a global im port quota system 
fo r certain shoes and rubber boots. See page 21.

Amendment of Annex G to the Convention

A nnex G  to the Convention contains a special timetable for the removal 
o f Portuguese im port duties on a large num ber of products. According to 
this tim etable, the duties on these goods are to be reduced from  30 per cent 
to 20 per cent on 1st January  1977 and to nil on 1st January 1980. A t the 
request of the Portuguese Governm ent (see page 25) the Annex was
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am ended 1 to allow the Council to extend the tim etable to 1st January  1985 
for particu lar products (on Portuguese request) and to permit Portugal to 
introduce duties on the products of new industries provided that the new 
duties are also abolished by 1st January 1985.

The am endm ent, which is designed to assist the development of P o rtu 
guese industry and thus strengthen the Portuguese economy, will enter into 
force after it has been accepted in all the EFT A  countries. The Councils 
will then be able to  decide on the timing of reductions in the duties on the 
particular goods for w hich Portugal requests prolonged tariff protection, 
which will have to  cease by 1st January 1985.

Origin rules
Changes introduced during the year

The origin rules applied in EFTA , which with few exceptions are iden
tical w ith those in force under the Free T rade Agreements which each of the 
E FT A  countries has w ith the European Communities, were kept under review 
during the year. F o u r decisions which am ended the rules were adopted by 
the E F T A  Council and endorsed by the Joint Council of EFTA  and Finland.

One D ecision 2 m ainly concerned the docum ents that have to be subm itted 
in support o f a claim  fo r duty-free im port within EFTA  or, in the case of 
trade w ith the EC, fo r F T A  tariff rates. The layout of the m ovem ent 
certificate EU R . 1 was altered and some technical changes made in it. The 
use of the other docum ent— form  EU R. 2— was extended : from  1st February 
1976 it can be used fo r small parcels despatched by any form  of transport 
and not, as previously, only for those sent by post. The maximum value of 
consignm ents for w hich the form  can be used was raised from  1,000 to 1,500 
of the units o f account used in the accounting system of the E C 3. The limits

1 Decision of the Council No. 8 of 1975 and Decision of the Joint Council No. 2 
of 1975, adopted on 6th November 1975.

2 Decision of the Council No. 10 of 1975 and Decision of the Joint Council 
No. 3 of 1975, adopted on U th  December 1975.

3 The corresponding figures in national currencies laid down by the EFTA 
countries are, until further notice, as follows :

Small Travellers’
packages personal luggage EUR. 2 limit
(100 UA) (300 UA) (1,500 UA)

Austria (A. S.) 2,500 7,500 37,200
Finland (Markka) 500 1,500 7,500
Iceland (I. Kr.) 20,000 60,000 300,000
Norway (N. Kr.) 750 2,200 10,800
Portugal (Esc.) 3,000 9,000 45,000
Sweden (S. Kr.) 600 1,800 9,000
Switzerland (S. Frs.) 370 1,100 5,500
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on the value of small packages tha t can be sent to private persons, duty free 
and w ithout either of these docum ents, o r included in travellers’ personal 
luggage were raised to 100 and 300 units of account respectively L

T he second D ecision2 related solely to  the Stockholm  Convention and 
involved a clarification of the description of the products covered by tariff 
heading ex 22.09 in Section II  of List A  of A nnex B to  the Convention. The 
products concerned— whisky and certain  other spirits— are not eligible for 
ta riff reductions under the FTAs.

The third D ecision3 am ended the special provision relating to  the tariff 
trea tm ent of nuclear fuels bo th  in E F T A  and under the FTAs. A t present 
no lim it is set to the value of m aterials or parts originating outside E F T A  or 
the E C  which are incorporated in fuel elem ents (ex 84.59) fo r nuclear 
reactors. The value was to  be lim ited to 40 per cent o f the value of the 
finished product after 31st D ecem ber 1977 but the am endm ent postpones this 
requirem ent until after 31st D ecem ber 1984. T he reason fo r the postpone
m ent was that the production of the fuel elements depends on long-term 
supply contracts for the raw materials.

Drawback

T he fourth  Decision 4 am ended from  1st January  1976 the rules relating 
to  draw back : the refunding of im port duties paid on im ported m aterials 
used in the m anufacture of goods tha t are la ter exported. The am endm ent 
involves no change in the basic rule, in force since the beginning o f 1967, 
that finished goods originating in E FT A  m ay not benefit both from  EFTA  
(duty free) tariff treatm ent and from  draw back on duties on im ported 
m aterials. The rule now however perm its the granting of draw back on 
agricultural materials that do not qualify for area ta riff treatm ent—m aterials 
listed in Parts II and III of A nnex D  to the Convention— and on fish covered 
by A nnex E  which likewise are no t duty  free in EFTA .

Proposals for amendments of the origin rules

A num ber of proposals fo r other changes in the origin rules in the FTAs, 
subm itted by the EFTA  countries to the Commission of the European Com 
m unities in M arch 1975, are still under consideration w ithin the EEC . The 
proposals included some specific suggestions fo r changes in the rules for 
particular products, as well as some submissions of a general nature.

1 See footnote No. 3 on page 12.
2 Decision of the Council No. 10 of 1976 and Decision of the Joint Council 

No. 4 of 1976, adopted on 17th June 1976.
8 Decision of the Council No. 11 of 1976 and Decision of the Joint Council 

No. 5 of 1976, adopted on 17th June 1976.
4 Decision of the Council No. 11 of 1975 and Decision of the Joint Council 

No. 4 of 1975, adopted on 11th December 1975.
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Some of the specific propositions, together with others put forw ard by 
the EEC, were discussed at meetings in M ay 1976 of the bilateral Customs 
Committees established under the FTA s and will be reverted to at future 
meetings. Two of the general proposals were again brought to the attention 
of the Commission at the same meetings. One was designed to overcome 
the administrative problem s which are connected with the application of the 
present rules, and aimed at introducing an alternative percentage criterion 
to be applied to all goods (with the exception of the textile sector). The 
proposal means that goods would qualify as originating products by satisfying 
either the present processing rules or the proposed percentage criterion. 
According to this criterion goods would be regarded as originating, provided 
that they are obtained by working or processing in which the value of the 
non-originating products used does not exceed a certain percentage of the 
value of the finished product.

The other general suggestion was that there should be a widening of the 
cum ulation rules which determ ine the conditions under which products which 
undergo consecutive production processes in m ore than one tariff area (each 
EFTA  country individually and the EEC as a whole being one tariff area) are 
entitled to FTA  or EFTA  treatm ent. The proposal would provide uniform  
treatm ent whether the processes were perform ed in two or m ore than two 
of these tariff areas.

The aim of these suggestions is both to simplify the origin rules and to 
adapt them to the evolution of m anufacturing techniques and to the condi
tions of international trade.

Charges other than tariffs
Finnish import equalisation tax

Some am endm ents to the provisions of the Finnish im port equalisation 
tax were introduced in August and September 1975 and notified to  the Joint 
Council. The tax, in force since June 1971, applies to the im port of products 
which, when produced in F inland, are affected by indirect taxes for which 
there is not norm ally a compensating tax at the border. In order to take 
account of recent developments in the structure of industrial production in 
Finland the list of goods exempted from  the tax  was revised and the p ro 
cedure for obtaining exemption was altered. The Com mittee of T rade 
Experts, which considered the tax and the am endments at its February m eet
ing, agreed to revert to the subject when new  developments w arranted 
doing so.

Other border charges

The Com mittee of T rade Experts com pleted its examination of a num ber 
of charges, such as Customs clearance fees and traffic fees, imposed at the 
borders of EFTA  countries. It reported to the Councils that, with two pos
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sible exceptions which were expected to be abolished by revision of the laws 
in the countries concerned, none of the charges afforded protection to  
dom estic industries. The Councils endorsed the Com m ittee’s conclusions and 
recom m ended to  EFTA  Governments that, if border charges are m aintained 
or introduced, steps should be taken to ensure that they do not give effective 
protection to domestic production of similar products, o r exceed the approxi
m ate cost of the services rendered, o r restrict imports. The Councils also 
instructed the Com m ittee to examine such border charges from  tim e to time.

On 1st April 1976 Switzerland reintroduced border charges on certain 
anim al feeding-stuffs. These charges were examined at a special meeting : 
see page 23.

Agriculture

Annual review of agricultural trade

T he annual review of agricultural trade within EFT A  was carried out by 
the Councils in Decem ber 1975 on the basis of a report prepared by the 
Secretariat. The review covers the trade in agricultural products which do 
not benefit from  EFTA  tariff treatm ent.

The report showed that the intra-EFTA  imports of these goods am ounted 
in 1974 to 267 million US dollars, which is 2.9 per cent of total intra-A rea 
im ports. The increase in the value of intra-EFTA  im ports of agricultural 
goods was 45.6 per cent, com pared with a rise of 35.2 per cent in to tal intra- 
E F T A  imports. The largest m arket for intra-EFTA  imports of these goods 
was N orw ay which took 27 per cent of the to ta l : the largest exporter was 
Sweden which provided 36 per cent of the intra-EFTA  exports of agricultural 
goods.

New bilateral agricultural agreements

N o bilateral agreements on trade in agricultural products were concluded 
between EFTA  countries during the year.

Processed agricultural products

As required by the Stockholm Convention, EFTA  G overnm ents notified 
the Councils whenever changes were m ade in the measures they applied in 
order to  compensate for differences between the domestic and the world 
m arket prices of agricultural raw materials— which are not eligible for EFTA 
tariff treatm ent— when used in the production of certain other goods which 
are duty free in EFTA. The purpose of the compensation is to ensure that 
the competitiveness of industries processing these raw  m aterials is not affected
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by the fact th a t the prices a t w hich the m aterials are available to them  differ 
from  country  to country.

All E F T A  countries except Iceland and Portugal apply com pensation 
systems of this kind. According to paragraph  1 (c) of Article 21 of the 
Convention, the com pensation m easures m ay not exceed the differences 
between the dom estic and the w orld prices of the raw materials. W hat 
guidelines should be used so th a t the differences are not exceeded when price 
com pensation m easures are applied has been thoroughly discussed on a 
num ber of occasions bo th  in the C om m ittee of Trade Experts and in  the 
Councils.

In D ecem ber 1974 the Com m ittee recom m ended certain guidelines to be 
used by the E F T A  countries in applying price compensation measures and 
identified the relevant w orld m arket prices (in most cases, the prices at the 
E E C  frontier) fo r the com m odities m ost widely used in the m anufacture of 
the products concerned. T he com m odities are skimmed milk, whole milk 
powder, butter, refined sugar and cereals. T he Councils took no action at 
the tim e on these recom m endations since in the meantime the prices of some 
agricultural raw  m aterials, particularly  sugar, had  risen substantially and were 
equal to  or above the dom estic prices in  several EFTA  countries. The steps 
taken by E F T A  G overnm ents to  deal w ith the problems created by this 
situation w ere exam ined in F ebruary  1975 by the Committee.

A fter considering the whole m atter at a num ber of meetings in May and 
June 1975 the Councils noted  tha t world m arket prices were again below 
dom estic prices fo r agricultural raw  m aterials in EFTA  countries. They 
agreed th a t the application of price com pensation measures under Article 21 
and the setting o f com m on guidelines for their application were of substantial 
im portance in  securing conditions of free com petition in EFTA . They 
therefore instructed the Com m ittee of T rade Experts to review, and where 
necessary com plete, the proposals fo r com m on guidelines put forw ard in 
D ecem ber 1974, and to  m ake proposals fo r com m on guidelines for use in 
extraordinary  price situations.

G uidelines for use in extraordinary  price situations were considered at 
the m eetings of the Com m ittee held in O ctober 1975 and in February and 
June 1976. A t the June m eeting the Com m ittee agreed to recom m end to 
their authorities tha t a particu lar com prom ise solution should be carefully 
considered. In  this com prom ise solution an abnorm al price situation would 
occur w hen the price identified as the w orld m arket price for the agricultural 
raw  m aterial in question rose above the level o f the EEC threshold price. In 
such a case the com m on external reference price to be used in calculating the 
com pensation m ight be the E E C  threshold price plus a given percentage of 
tha t price. D ifferen t views w ere expressed w ith regard to the size of the 
percentage. T he Com m ittee agreed to  revert to  the m atter at their next 
meeting.

T he price com pensation schemes applied in Austria, Finland, Norway and 
Sweden rem ained basically unchanged th roughout the year. Switzerland had 
applied, from  the m iddle of 1973, a com pensation system involving fixed 
im port levies. This was partly  replaced, from  1st June 1976, by a system 
of variable im port levies.
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Pending the introduction of a system of com pensatory levies Iceland has 
m aintained quantitative restrictions on the im ports of certain  goods contain
ing sugar. A ccording to  the term s of Iceland’s accession to  E F T A  these 
restrictions should have been elim inated by the end of 1974. T he Councils 
raised no objection to  the tem porary  postponem ent on the understanding 
tha t the restrictions should no t w ork to  the detrim ent o f in tra-E F TA  trade.

F rom  26th January  1976 Iceland also m ade the im port o f bread, biscuits, 
cakes and other bakers’ wares subject to the granting of licences, until a price 
com pensation system could be brought into force. T he purpose was not to 
restric t im ports from  the other E F T A  countries but to  keep a w atch on the 
developm ent o f the prices of these products, and the licences were to  be 
granted liberally. The C om m ittee of T rade Experts, which exam ined the 
m atter at the request of the Councils, pointed out that only if licences were 
granted autom atically could the surveillance system be regarded as not cons
tituting a restrictive practice.

A ustria and Switzerland agreed in June 1976 to  discuss bilaterally, in the 
autum n of 1976, the trade effects of the differences in the tariff treatm ent 
of certain  fru it and vegetable juices. W hen these juices have a higher water 
content than natural juices o r are aerated w ith carbon dioxide, they are subject 
to E F T A ’s free trade provisions in A ustria and all the other E FT A  countries 
except Switzerland. W hen the discussions between Switzerland and Austria, 
the other E FT A  country m ainly concerned, have been com pleted the C oun
cils are to  revert to  the subject.

Agricultural concessions to Portugal

In  response to  the Portuguese request (see page 26) for agricultural 
concessions from  its partners in EFTA , three E FT A  countries decided to 
reduce their tariffs on im ports of a  num ber of products of interest m ainly to 
Portugal, and the concessions w ere incorporated  in a Council Decision 
adopted in M arch  1976 >.

The Decision provides fo r a reduction of about tw o-thirds in the Austrian 
im port duty on P ort wine im ported in bottles containing two litres or less, 
from  1st July 1976. F rom  the same date in the case of N orw ay there will be 
a 30 per cent reduction, followed by additional cuts o f 10 per cent each on 
1st January  1977 and 1st January  1978, in the duties on carrots, tomatoes, 
apples, pears, peaches, nectarines, cultivated strawberries, cut flowers and 
buds, and foliage, branches and other parts of trees for bouquets or o rna
m ental purposes. Also from  1st July 1976 Sweden is reducing, at various 
rates, its im port duties on carrots, cauliflowers, fresh grapes, fresh peaches, 
bulbs, and cut flowers and flower bulbs of certain species. These tariff 
concessions apply to im ports of these products from  all EFTA  countries.

O ther m easures intended to  facilitate im ports of agricultural goods from  
Portugal were under consideration in the E F T A  countries.

1 Decision of the Council No. 3 of 1976, adopted on 18th March 1976.



Escape clauses, consultations and complaints

The general consultation and complaints procedure

N o EFTA  State made use during the year of the general consultations and 
complaints procedure provided for by Article 31 of the Stockholm Convention.

Finland : temporary import restrictions 
on consumer durables

The licensing system applied by Finland to imports of certain consum er 
durables was kept under review by the Join t Council. Licensing was 
introduced for these products in August 1973 as a tem porary m easure to 
protect the Finnish balance of payments. Since M ay 1975 licences are 
granted automatically. The system applies to 2 per cent of F in land’s total 
imports.

Finland : import deposit scheme

In M arch 1976 the Finnish G overnm ent decided to prolong the im port 
deposit scheme which had come into effect on 24th M arch 1975 and which 
was to have been abolished within a maximum of twelve months. It was 
introduced as part of an economic policy program m e designed to redress the 
country’s balance of paym ents position, and affected about 50 per cent of 
all imports. F in land’s trade deficit rose from  5 billion Finnish m arks in 1974 
to 7.7 billion in 1975 and the current account deficit from 4.6 to 8.1 billion 
marks.

Notifying the Joint Council of the prolongation of the scheme, the Finnish 
Delegation pointed out that, despite some improvement, the current account 
deficit was expected to be still too high in 1976 and that the abolition of the 
scheme in M arch would have led to an increase in liquidity that would have 
caused difficulties for m onetary policy. Some goods have been subject to 
a deposit equal to 5 per cent of the im port price, and this group had been 
exempted from  the requirem ent from  15th February  1976. The notification 
of the prolongation included a tim etable for the removal of the scheme for 
all other imports. F o r goods that had been liable to a 10 per cent deposit 
the scheme would be abolished on 1st July 1976 ; for those liable to  a 20 
per cent deposit the rate was cut to 10 per cent from  16th M arch 1976 and 
the scheme would likewise be ended on 1st July 1976 ; for goods subject 
to  a 30 per cent deposit, the rate would be cut to 20 per cent on 1st October 
1976 and 10 per cent on 16th N ovem ber 1976 and the scheme would be 
abolished from  31st Decem ber 1976.

The Joint Council decided that the Finnish decision should be examined 
a t a special meeting of the D eputy Heads of the N ational Delegations of the 
seven countries, assisted by experts where desired, and at the next meeting
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of the Econom ic Committee. The Deputy Heads were to take into account 
the current economic situation in Finland, the effects of the im port deposit 
system on trade, and the other measures that had been adopted by the 
F innish G overnm ent for the purpose of safeguarding the balance of pay
ments. A report was to be made to the Joint Council by 1st June 1976.

In their report, the D eputy H eads of Delegation agreed that the Finnish 
econom ic situation was serious and called for strong measures. Regrets were 
however expressed that it had not been possible for the Finnish authorities 
to  take internal measures early enough for the im port deposit scheme to be 
ended on the date originally envisaged. Recent Finnish measures, including 
cuts in central governm ent spending and efforts to restrict local government 
spending, were welcomed by the Deputies, as was the decision to lay down 
a precise tim etable for the abolition of im port deposits. Because of the 
structure of their exports to Finland most EFTA  countries were more affected 
by the scheme than other trade groups, and the wish was therefore expressed 
a t the meeting that Finland should consider shortening the timetable espec
ially for goods liable to a 30 per cent deposit. The report from the D eputy 
H eads of Delegation was noted by the Joint Council in May. Some delega
tions reiterated on that occasion the wish that the Finnish authorities would 
seriously consider shortening the timetable.

The m atter was raised also at the M inisterial meeting of the Councils. 
A lthough there was some understanding of the need for Finland to take 
action to correct the balance of payments situation, regret was expressed that 
the im port deposit scheme affected the exports of most of the EFTA  coun
tries m ore than those of other countries. The Finnish M inister stressed that 
in the examinations undertaken in IM F and G A TT the conclusion had been 
tha t the Finnish measures were considered not to go beyond what was neces
sary to prevent a further deterioration of the balance of payments. H e also 
recalled the timetable for the gradual abolition of the scheme by the end 
of 1976.

W hen the Economic Com mittee reviewed the situation in Finland at its 
meeting in June the Finnish Delegate expressed the view that gross domestic 
product would stagnate in 1976 and that the current account deficit would be 
reduced considerably since exports were expected to rise more rapidly than 
imports. T ight m onetary policies would be maintained. The Committee 
expressed its understanding of the difficulties facing Finland but some dele
gates regretted that it had been found necessary to prolong the im port deposit 
scheme.

Portugal : import surcharge

Twice during the year the Portuguese Governm ent prolonged the sur
charge levied on im ports of a wide range of goods since 31st M ay 1975, and 
originally scheduled to be removed by 31st Decem ber 1975. The surcharge, 
which was intended to help alleviate the serious problems facing the P ortu 
guese economy, was extended, with some alterations, first to 31st M arch and 
then to 31st Decem ber 1976.
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The Councils decided in A pril 1976 tha t a special meeting of D eputy 
H eads of D elegation, assisted by experts w here desired, should examine the 
Portuguese econom ic and balance of paym ents situation. It was also to 
exam ine any other relevant m easures, apart from  the im port surcharge, taken 
o r planned by the Portuguese authorities, as well as the effects on intra-EFTA  
trade  of the surcharge and other relevant m easures. A  report was to  be made 
to  the Councils by 1st June 1976. The Econom ic Committee was also to 
exam ine the Portuguese econom ic situation a t its meeting in June.

The D eputy H eads of D elegation agreed in  their report that P ortugal’s 
external deficit had continued to worsen. A lthough there was understanding 
fo r the special situation of the Portuguese econom y, regret was expressed 
that it had  not been possible to rem ove the surcharge as originally planned. 
I t was stressed tha t the surcharge m ust be considered as only a tem porary 
expedient, giving tim e for m ore com prehensive m easures to be put into effect. 
T he report was noted by the Councils in June 1976. They endorsed its con
clusions and recalled th a t the surcharge was to  be abolished on 31st D ecem ber 
1976.

A t the June m eeting of the Econom ic Com m ittee the Portuguese Delegate 
stated th a t P ortugal’s basic balance of paym ents deficit was still increasing and 
tha t although gross national product was expected to  rise in 1976 it would 
only slightly exceed the level of 1974. The Com m ittee agreed that Portugal 
still faced very difficult external and internal im balances. There was therefore 
some understanding for the continuation of the surcharge, but it was pointed 
out tha t it should be considered only as a tem porary  measure.

Norway : licensing of some textile imports

Im ports into N orw ay of certain  items of clothing and textile goods were 
m ade subject, from  25th A ugust 1975, to  surveillance in the form  of a tem 
porary autom atic licensing arrangem ent. The arrangem ent, which was not 
intended to restrict im ports, was discussed at two of the meetings of the 
Com m ittee of T rade Experts, w hich stressed the importance of granting 
licences autom atically and w ithout delay. T he Com m ittee noted that the 
Nowegian authorities were prepared  to discuss w ith the other EFTA  countries 
any problem s tha t m ight arise because of the licensing requirement.

Austria : reference prices for the import of tights

F rom  6th D ecem ber 1975 A ustria introduced minimum reference prices 
fo r the im port of tights m ade of synthetic fibre, accom panied by authority 
to im pose a levy to  com pensate fo r the differences between the prices at the 
border and the minimum reference prices. T he measure was introduced 
because of the steep and accelerating rise in the im port of low-price tights in 
the past three years, which had caused a sharp drop in production in Austria.

A t the request o f the Councils the D eputy H eads of Delegation examined
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the m atter. In their report the following m onth the D eputy H eads recog
nised tha t the rapid growth in low-price im ports was disrupting the Austrian 
m arket fo r tights bu t asked why the A ustrian authorities could no t deal w ith 
the problem  in accordance w ith norm al legislation and international rules for 
action against dum ped o r subsidised im ports. T he A ustrian view was tha t 
the investigation necessary to establish that the tights w ere im ported at dum p
ing prices w ould take a very long tim e and tha t the reference price system was 
the only effective and rapid  way of dealing w ith the problem  ; the m easure 
had no adverse effect on E F T A  trade. The Councils noted the report but 
agreed tha t the question of dum ping should be exam ined by the Com m ittee 
of T rade Experts.

A t its m eeting in February  1976 the Com m ittee agreed tha t w om en’s tights 
were being im ported into E FT A  countries at low prices and that these im ports 
could have a disturbing effect on the dom estic m arket. But since A ustria 
had  not carried out a  detailed exam ination to establish that the prices of the 
im ports were below the norm al prices fo r the tights in the hom e m arket of the 
exporter, it was not known w hether the conditions for adopting anti-dum ping 
m easures (in accordance w ith A rticle 17 of the Convention) were present. 
Some of the experts suggested tha t A rticle 29, which in certain circum stances 
perm its im port restrictions as a  m eans of dealing w ith difficulties in partic
u lar sectors, m ight have provided a legal basis fo r the A ustrian  measures.

Finland : origin marking regulations

A t its m eeting in O ctober 1975 the Com m ittee of T rade Experts discussed 
the F innish regulations requiring tha t the nam e of the country of origine of 
certain  types of products should appear on the product or its package. 
A m ended regulations, in force from  1st O ctober, lim ited the requirem ent 
alm ost entirely to consum er goods but extended it to  a num ber o f  new 
products mostly w ithin categories already partly  covered by the rules. The 
Finnish representative explained that the changes had been m ade in  response 
to  dem ands from  consum er organisations and tha t the aim was to  m ake the 
rules correspond m ore closely to the prevailing pattern  of consum ption.

The other delegations recalled that the Com m ittee, in  two earlier reviews 
of origin m arking regulations, had concluded tha t consum er protection in 
general was no t a sufficient justification fo r the introduction of com pulsory 
origin m arking regulations. They also regretted the addition of new products 
to  the list of goods subject in F inland to  these regulations. The Com m ittee 
agreed to  keep the m atter under review.

Sweden : global quota for footwear imports

On 30th O ctober 1975 Sweden form ally notified the Councils that it would 
introduce from  5th N ovem ber a global im port quota system fo r leather shoes, 
plastic shoes and rubber boots, w ith the level of the quotas fo r these products
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based on average imports in the years 1972 to 1974. The decision was taken 
on the ground that production capacity in Sweden had fallen below the 
minimum level required, in accordance with Sweden’s economic defence 
policy, in order to meet basic needs in case of war or other em ergency in 
international relations. During the discussion at the meeting of the Councils 
on 30th October the Swedish Delegate referred to Article 18 of the Conven
tion which states that nothing in the Convention prevents any M em ber State 
from  taking action v/hich it considers necessary for the protection of its 
essential security interests. A rticle 18 makes the use of quantitative restric
tions for this purpose subject to prior authorisation from  the Councils.

The m atter was discussed at several meetings of the Councils and was 
on the Agenda when the Councils met at M inisterial level on 6th Novem ber 
1975. On that occasion a statem ent was m ade by the Swedish M inister 
explaining the global im port system, which had been introduced as a tem 
porary emergency measure for defence planning purposes. The other M in
isters regretted that the Swedish measure had been introduced w ithout the 
Councils’ having had the opportunity fo r full consideration and expressed 
concern about the consequences the measure might have for free trade, 
especially its possible contagious effects in other countries. They therefore 
appealed to the Swedish Governm ent to reconsider it. They also instructed 
the Councils a t official level to make a thorough examination of the question 
before 1st February 1976.

A fter further discussion in the Councils at official level the D eputy Heads 
of Delegation, assisted by experts, were requested to assemble all the 
relevant facts, to consider whether A rticle 18 was applicable, and to study, in 
the light of the relevant provisions of the Convention, possible ways of 
dealing with the particular situation facing the Swedish authorities. Their 
report, submitted to the Councils on 15th December, contained a detailed 
description of the situation of the shoe and boot industry in Sweden and the 
role of the industry in the country’s general defence policy, as well as an 
account of other measures taken in Sweden, or planned, to support the 
industry. The possible application of Article 18 or other provisions of the 
Convention was also considered in the report.

On the presentation of the report, the discussion was resumed in the 
Councils. They did not contest that ultim ately it would be for the country 
in question to decide on the content and scope of its defence policy, but they 
could not agree that an authorisation be given to Sweden for the application 
of quantitative restrictions in this case. In the absence of an authorisation by 
the Councils, all delegations, except the Swedish, urged the Swedish G overn
ment to remove the quotas or replace them  by other measures, having due 
regard to the maintenance of the trade benefits of other EFTA countries.

The m atter was briefly discussed by M inisters at the meeting of the 
Councils on 3rd June. M inisters from several countries drew attention to 
the difficulties experienced by exporters as a result of the quotas. The 
Swedish M inister stated that quotas were intended only to give time for a 
restructuring of the industry in Sweden, that internal measures to assist the 
industry were before the Swedish Parliam ent, and that the quotas would be 
removed as soon as possible.
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Sweden : licensing of some textile imports

From  1st January 1976 the im port into Sweden of certain textiles and 
items of clothing was made subject to a system of surveillance by means of 
licensing. The purpose of the system, which applies to im ports from all 
sources but does not involve any quantitative restrictions, is to supply infor
m ation at an early stage on the development of imports of the products. The 
Com m ittee of T rade Experts discussed the surveillance system at its meeting 
in February  1976 and stressed the im portance of granting licences autom atic
ally and without delay. I t also noted that the Swedish authorities were 
prepared to examine immediately any specific problems in connection with 
the licensing requirem ents that might be raised by the other countries.

Switzerland : border charges on certain animal feeding-stuffs

W ith effect from  1st A pril 1976 Switzerland decided to include fishmeal 
and certain other animal feeding-stuffs which are not listed in Annex D or E 
to the Convention in the Swiss system of price supplements levied on im ported 
feeding-stuffs. The price supplements, which are special border charges, vary 
from  6 to  10 Swiss francs per 100 kg.

A t their meeting on 7th April the Councils requested the D eputy Heads 
of Delegation, assisted by experts, to  m ake a thorough exam ination of the 
m atter and to report to the Councils not later than 15th M ay 1976. A fter 
meeting twice, the Deputies finalised a report to the Councils. N o  unanim 
ously agreed conclusion could be drawn.

T he Swiss representative stated that when the Stockholm Convention 
was negotiated in 1959, a reservation had been made by Switzerland to the 
effect that the exclusion of the products in question from  Annex D  could only 
be accepted provided it did not entail the abolition of the special border 
charge which was levied on them at that time— and which rem ained in force 
until its suspension in 1969. The reservation was considered by Switzerland 
as a sufficient legal basis fo r the price supplements, which had had to be 
reintroduced because of the overproduction of certain m eat and dairy prod
ucts. The system of price supplements had always been an integral part of 
Swiss agricultural policy and the charges imposed had to be seen only as 
a regulatory measure.

The representatives of the other countries stated that they were not aware 
of any exemption perm itting Switzerland to derogate from  its free trade 
obligations. Since the products in question were not included in either 
A nnex D  or Annex E  to the Convention, they were by definition free trade 
products in EFTA. M oreover, in their opinion the charges that had  been 
reintroduced were at a level which would give effective protection to  equi
valent, o r substitute, domestic products and were therefore protective rather 
than regulatory. The charges would severely restrict im ports from  EFTA  
countries and seriously affect direct export interests of some of them . The 
representatives of the other countries therefore recommended that the price 
supplem ents should be abolished for products not covered by A nnex D or 
A nnex E  to the Convention.
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W hen the Councils m et a t M inisterial level in June 1976, the Swiss 
M inister explained the considerations which had led Switzerland to reim pose 
the price supplements. The M inisters of the other EFTA  countries appealed 
to  Switzerland to abolish them.

Technical barriers to trade

The “ INST” procedure

The Com m ittee of T rade Experts continued to keep under review the 
results o f the revised procedure (the “IN ST” procedure) by which the EFT A  
countries should notify each other in advance of any new or am ended tech
nical regulations they plan to introduce. The m ain purpose of the revision 
of the procedure was to m ake the process of notification simpler and more 
effective, w ith the objective of ensuring that no new barriers to trade arise as 
a result of the regulations. The num ber of notifications made by some 
countries rem ained modest but the Com m ittee thought that to a large extent 
the reason might be tha t the bodies issuing technical regulations were under 
no legal obligation to inform  any central authority in their own country in 
advance of the issue of new regulations. The members of the Com m ittee 
agreed to  recom m end to their authorities that steps should be taken to 
stim ulate interest in the arrangem ent and tha t appropriate methods fo r col
lecting such inform ation in advance should be sought.

Preparation of new reciprocal recognition schemes

T he m ain outlines of two new international schemes relating to lifting 
appliances (in the one case) and to  heating equipm ent for liquid fuels (in the 
other) were being worked out during the year in meetings of two expert 
groups established by the Councils in  January 1975. Each group was given 
the task of considering w hat might be the main content of international 
arrangem ents for the reciprocal recognition of tests and inspections carried 
out on the products. Each group met twice during the year and is expected 
to com plete its w ork in 1976-77. The products covered by the group dealing 
w ith lifting appliances include passenger and goods lifts, building hoists and 
cranes ; those covered by the group dealing with heating equipm ent for 
liquid fuels include oil burners, domestic boilers, air heaters and dryers, oil 
stoves, and cooking and lighting appliances. As in the case of the schemes 
m entioned on page 35, the essence of the arrangem ent would be that the 
authorities in the country im porting these products would recognise, as equi
valent to  their own, the tests and inspections carried out in the country from 
w hich the products are exported. Each of the groups, following the instruc
tions given by the Councils, has also been considering which authorities from 
countries outside E FT A  should be invited to take part in the final form ulation 
of reciprocal recognition schemes.
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Registration of pharmaceutical products

T hree meetings were held during the year of the ad hoc group o f  experts 
set up  by the Councils to identify the difficulties caused fo r trade in pharm a
ceutical products by differences in national procedures fo r the registration 
of these products, and to review the w ork being done on registration in o ther 
international bodies, in particular in the EEC. T he experts studied in detail 
the relevant E E C  Directives and in an interim  report to  the Councils stated 
tha t the implementation of some of the provisions of the D irectives m ight 
lead to  difficulties fo r EFT A  exports o f pharm aceutical products to E E C  
countries. The experts also considered the possibility th a t the registration 
authorities might be able to accept, wholly or in part, the analyses and tests 
carried out in another country in order to obtain registration if there were a 
standard form  of report on the evaluation of pharm aceutical products, and 
they discussed what kinds of inform ation should be contained in such reports.

Assistance to Portugal

Portuguese requests for economic assistance, first presented in general 
term s in October 1974, were m ade m ore specific during a visit by the 
Secretary-G eneral to Lisbon in M ay 1975 and form ally spelled out in the 
next two months. Instructed by the M inisterial Councils in M ay 1975 to 
study the proposals positively and as a m atter of urgency, the Councils at 
official level, aided by the Econom ic Development Com m ittee, devoted m any 
meetings to considering in detail how best to respond to the Portuguese appeal.

The assistance was required to  help Portugal recover from  a rapidly 
deteriorating economic situation in which investment was stagnating, export 
dem and was slackening, unem ploym ent was rising and the deficit in the 
balance of paym ents was growing sharply, and thus to  enable Portugal to 
consolidate the new dem ocratic institutions that w ere being created after the 
events of April 1974. Aid of four kinds was required : a longer period of
protection for its industries ; new scope fo r its agricultural exports ; technical 
assistance in a variety of fields ; and finance to develop Portuguese industry.

The request for a prolongation of the period of protection fo r Portuguese 
industries was m et by an am endm ent to the Stockholm  Convention, which 
was agreed on when the Councils m et at M inisterial level on  6th N ovem ber 
1975. Subject to parliam entary approval in the E F T A  countries, this 
am endm ent will make it possible for the Councils to  authorise Portugal to  
extend the tim etable for the elimination of duties in relation to  a particular 
product (see page 11). In  the intervening years, according to  the Decisions, 
P ortugal could also be perm itted to  introduce new duties on the im port of 
other products hitherto not m anufactured in the country. But all the duties 
were to be abolished from  1st January 1985.



On agricultural products, P ortugal had asked its partners in particu lar to 
facilitate its exports of wine and of horticu ltu ral products. The scope for 
concessions was lim ited by the existence o f earlier agreements likewise 
designed to  encourage Portuguese exports of agricultural products, bu t the 
E F T A  countries exam ined thoroughly  the possibilities of increasing their 
im ports from  Portugal. On 6th N ovem ber the Ministers agreed tha t tariff 
reductions and other m easures should be considered bilaterally, th a t any 
steps taken as a result should be notified to  the Association, and th a t any 
ta riff concession granted  should be incorporated  in a Council Decision. 
T hree countries subsequently resolved to  reduce their tariffs on some agricul
tu ral products o f in terest m ainly to Portugal (see page 17). Several EFTA  
countries also inform ed the Councils tha t they were considering adopting 
o ther m easures tha t would benefit Portuguese exports in this sector.

T he requests fo r technical assistance covered a  very wide field, including 
the developm ent o f the forest industry, the fishery sector, various aspects of 
governm ent financial adm inistration, the provision of low-cost cooperative 
housing, vocational training and social w elfare systems. The proposals were 
first surveyed a t a special m eeting of the Econom ic Development Com m ittee 
held in July 1975. A  consensus em erged from  this meeting that the specific 
requirem ents should m ainly be explored on a b ilateral basis between Portugal 
and the E F T A  countries w ith the particu lar expertise in the various m atters. 
In  N ovem ber 1975 the M inisters, after noting th a t technical assistance was 
already being provided by several E F T A  countries and that other offers had 
been m ade, agreed tha t the requests should continue to  be m et on the basis 
of bilateral arrangem ents, and tha t the coordination of the assistance would 
be the responsibility of the Econom ic D evelopm ent Committee.

On the question of financial aid for the developm ent of Portuguese indus
try  the M inisters agreed on the same occasion, subject to parliam entary 
approval, to  set up a fund fo r the developm ent and restructuring of P ortu 
guese industry. T he size of the fund would be US $ 100,000,000 which 
would be supplied over a period of five years in order to finance specific 
projects particularly  for the reconstruction or creation of small and m edium 
sized enterprises in  the public and private sector. The Ministers instructed 
the Councils at official level to  w ork ou t the arrangem ents necessary to  give 
effect to this agreem ent. The Econom ic D evelopm ent Com mittee was sub
sequently convened to  m ake specific proposals to  this end and, if possible, 
to  pu t forw ard a d raft statute fo r a  fund. T he Com m ittee held three m eet
ings, in D ecem ber 1975 and January  and F ebruary  1976.

O n the basis o f the Com m ittee’s repo rt and after further discussions in 
the Councils, the statute of the E F T A  Industrial Development F und  was 
agreed and the Fund  established as an E F T A  institution by Decisions of the 
Councils adopted on 7 th  A pril 1976 1. T he size of the Fund was to  be 
84,604,516 Special D raw ing Rights (SDRs)— the equivalent of 100 million

1 Decision of the Council No. 4 of 1976 and Decision of the Joint Council No. 1 
of 1976.
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US dollars on 6th N ovem ber 1975 when the M inisterial Councils agreed to 
create the Fund. The contributions to  the F und  were to be as follows :

A ustria 15.128 per cent equal to 12,798,972 SDRs
Finland 10.241 per cent equal to 8,664,348 SDRs
Iceland 1.000 per cent equal to 846,045 SDRs
N orw ay 12.003 per cent equal to 10,155,080 SDRs
Portugal 6.119 per cent equal to 5,176,950 SDRs
Sweden 30.000 per cent equal to 25,381,355 SDRs
Switzerland 25.509 per cent equal to 21,581,766 SDRs

These sums were to be m ade available to the Fund  in five annual instal
ments and to be drawn on as and when required. The reim bursem ent o f the 
contributions is to  begin from  the end of the eleventh year o f the F u n d ’s 
operation and to be com pleted by the end of the tw enty-fifth year. F rom  the 
sixth year contributions will bear interest at the rate of 3 per cent a year. 
The Portuguese G overnm ent undertook to  guarantee the reim bursem ent of 
the contributions and the paym ent of interest. The S tatute provides th a t the 
Fund  is to have due regard for the prom otion of in tra-E F T A  trade by con
ducting its operations in such a  way tha t a substantial part o f its assets is 
used for purchases from  the E F T A  countries.

The E FT A  Council, w ith the full participation of the representative of 
Finland, is to  supervise and give guidance on the application of the Statute. 
A Steering Com m ittee com posed of representatives of each C ontributory 
State will have the responsibility fo r the operation of the Fund and will take 
m ajor decisions concerning financial operations. In Portugal, an Executive 
Com mission will be responsible fo r the adm inistration of the Fund and within 
certain  lim its will be able to  decide on the granting of loans. The full text 
of the S tatute is reproduced in the Appendix.

The F und  is to com e into operation as soon as the national constitutional 
procedures for accepting it have been com pleted in all the E FT A  countries. 
By the end of June 1976 these procedures had  been com pleted in four E FT A  
countries and the other E F T A  countries were actively engaged in carrying 
out the process.

In June 1976, in o rder to  pro tect some industries in a particularly difficult 
situation, P ortugal presented a request to  be allowed to introduce, increase or 
reintroduce im port duties on certain  products. The request was m ade at a 
M inisterial m eeting of the Councils, and the M inisters instructed the C oun
cils a t official level to  exam ine it in o rder to  find an adequate solution in the 
light of the special circum stances prevailing in Portugal.

The Association with Finland
M eetings of the E F T A  Council continued to  be held sim ultaneously with 

those of the Jo in t Council o f F in land and EFT A . Representatives of F in land 
took part in the meetings of com m ittees and w orking groups tha t w ere held 
during the year.
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The Economic Committee

The Econom ic Com mittee, which reviews the economic situation in the 
EFT A  countries, exchanges views on international economic and m onetary 
developments, and consults on developments in other international organisa
tions, met twice during the year.

A t its meeting on 13th and 14th N ovem ber the Committee recognised 
that there were some signs tha t a revival of the world economy had started, 
especially in the U nited States and Japan, but fears were expressed tha t it 
m ight not be strong enough to lead to a reasonably fast absorption of unused 
production capacities. The risk of renewed inflation if the revival were too 
fast to perm it the necessary structural adjustm ents was also acknowledged 
by the Com mittee. The success of m any small countries in m aintaining a 
relatively high level of economic activity had been reflected in large current 
account deficits, and it was pointed out that countries could not continue to 
accum ulate debt at a high rate. The Com m ittee stressed the special respon
sibility of the countries with current account surpluses to maintain an adequate 
level of dem and.

In discussing developments in the E FT A  countries the Com m ittee paid 
special attention to the situation in Portugal. The hope was expressed tha t 
the policies being planned by the Portuguese authorities would ensure an 
early return  to reasonable internal and external economic equilibrium and 
growth in Portugal.

Meeting again on 8th and 9th June the Com m ittee reviewed the general 
economic situation and agreed tha t recovery was well established in the US 
and Japan and that a revival was on the way in some large European countries. 
The recovery had, however, initially depended on the rebuilding of stocks 
and there was little evidence of a revival in fixed investment in most coun
tries. Inflation rates in a num ber of countries remained high, and so did 
unem ployment, and m ost small industrial countries were still running rela
tively large current account deficits.

The Com m ittee also examined the economic situation in the individual 
EFTA  countries. Its conclusions in the case of Finland and Portugal are 
summarised on pages 19 and 20 respectively. Its survey of the other coun
tries brought out the differences in their experiences. In all of them, how 
ever, gross national product was expected to increase in 1976. The Com mittee 
also discussed recent developments in the econom ic policies adopted by EFTA  
countries and reviewed a Secretariat study on the sources of inflation.

The Committee of Trade Experts
The Com m ittee of T rade Experts, which consists of officials from  the 

EFTA  countries, m et three times during the year. On each occasion there 
was a long and varied agenda. The progress m ade in work on the removal 
of technical barriers to trade was kept under review, and the Com mittee
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discussed a num ber of specific problem s relating to trade referred to  it by 
the Councils. Details are given under the appropriate subject headings in this 
report.

The Committee of Origin and Customs Experts

T he Com mittee of Origin and Customs Experts, which also consists of 
officials from  the E FT A  countries, m et eight times during the year. Its m ain 
task is to advise the EFT A  Councils on m atters relating to the rules o f origin 
in force within EFTA  and under the Free T rade Agreements between each 
of the EFT A  countries and the European Communities. Details o f the 
C om m ittee’s w ork are given in the section on origin rules in  this report.

The Economic Development Committee

T he Econom ic Development Committee, which has the task of examining 
any questions relating to  economic development which the Councils m ay refer 
to it, met four times during the year, and there was also one meeting of a 
group of experts from  the Committee. A t a meeting in July 1975 the 
Com m ittee examined the Portuguese requests for technical assistance and had 
a prelim inary discussion on the Portuguese proposal for an industrial develop
m ent fund for Portugal. The group of experts took up in October 1975 the 
discussion on the creation of the fund, which was then the subject of a full 
and detailed examination at the Com mittee meetings held in D ecem ber 1975 
and January  and February 1976.

The Consultative Committee

T he Consultative Com mittee m et twice during the year, on 29th and 
30th September 1975 and on 10th and 11th May 1976. The first meeting 
was held in Reykjavik, a t the invitation of Iceland, the country holding the 
chairm anship of EFTA  in the latter half of 1975 ; the second was in Geneva.

On both occasions the economic situation in the EFT A  countries was 
one of the main items on the agenda of the Committee, which consists of 
representatives of industry, commerce, trade unions and other national asso
ciations in the EFTA  countries. A t Reykjavik the Com mittee expressed very

29



great concern about the world economic situation as well as the hope that 
EFTA  Governm ents would try to influence the larger countries in the OECD 
to do m ore to stimulate their economies. Six months later the members of the 
Committee were able to note that there were signs of an economic recovery. 
Several speakers underlined the necessity for all countries to  com ply with 
their com m itm ent to free trade and the im portance of the OECD trade 
pledge by which the OECD nations undertook not to adopt unilateral measures 
to restrict trade. The hope was also expressed tha t progress could be 
achieved towards m ore just economic relations through intensified cooper
ation in the Conference on International Econom ic Cooperation, in the trade 
negotiations taking place within the fram ew ork of GATT, and in the 
U N CTA D  conference in N airobi in May 1976.

A t the suggestion of the Consultative Com m ittee its Econom ic and Social 
Sub-Committee was reconvened by the Councils in order to study whether 
there were any specific factors threatening the m aintenance of full em ploy
m ent and whether any EFTA  country was ham pered by these factors in its 
conduct of full em ploym ent policy. The study was also to cover the question 
whether international m onetary developments m ade it m ore difficult to ensure 
full employment. A  report on the Sub-Com m ittee’s first meeting, held in 
M arch 1976, was made by its chairm an at the M ay session of the Consul
tative Committee.

Representatives of industry and trade in the Com m ittee had earlier 
expressed fears that in the long run E FT A  exports to  the M editerranean 
countries might be adversely affected as a result of the trade agreements 
between these countries and the European Com munities. A t both meetings 
during the year the Com mittee discussed the prospects fo r trade between the 
EFTA  countries and the M editerranean countries in the light of the E C  trade 
agreements with M editerranean countries and the relevant trade statistics. 
Both in September and in M ay the Com mittee also reviewed the response of 
EFTA  and the E FT A  countries to the Portuguese requests for assistance. A 
mem ber of the Com mittee suggested that aid to Portugal could also be pro
vided through direct cooperation between firm s in Portugal and firms in 
other E FT A  countries.

In M ay, in the course of a discussion in the Com m ittee on the problems 
of inflation and unem ployment, the trade union representatives put forw ard 
a num ber of proposals for recom m endations to be m ade by the Committee 
to the Councils. The proposals were that the Councils should continuously 
follow and evaluate economic developments in Europe, especially in relation 
to em ploym ent; that they should seek to exchange inform ation on economic 
and social developments in Europe with the appropriate bodies of the E uro
pean Communities ; that the links between the Com m ittee and the Councils 
should be strengthened ; tha t the Com mittee should m eet more frequently ; 
and finally that within the fram ew ork of EFTA  a conference consisting of 
members of government and the groups represented in the Committee should 
be held to discuss the economic situation and prospects within EFT A  and 
W estern Europe, especially so far as em ploym ent is concerned.

The proposals aroused considerable interest in the Committee and were 
supported by some representatives of other organisations. The idea of
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extending the work of E FT A  was well received. Some comments, however, 
reflected hesitations and doubts about the exact content and the possible 
effects of some of the proposals. The outcome of the debate was an agree
m ent to set up an ad hoc group of members of the Com mittee to examine 
the whole m atter before the Com m ittee m ade any recom m endation to  the 
M inisterial Councils. The first meeting of the group was later scheduled 
for 1st July 1976.

The Economic and Social Sub-Committee

The Econom ic and Social Sub-Committee consists o f one representative 
of employers and one of the trade unions in each of the EFTA  countries, 
together with one official from  each of the seven governments who m ay 
speak but not join in the form ulation of any recommendations. Its function 
is to examine and, where appropriate, make recom m endations on certain  
economic and social problems. During the year it held the first of a num ber 
of meetings at which it is examining the underlying forces threatening 
em ploym ent in the EFTA  countries.

Other standing committees

The Budget Com m ittee met once during the year to  prepare the budget 
fo r the following financial year. There was no meeting of the Com m ittee of 
Agriculture and Fisheries.

EFTA Parliamentarians

M eeting in Geneva on 13th and 14th October, M embers of Parliam ent 
from  all the EFT A  countries appealed to the G overnm ents of the EFTA  
countries and to the EFTA  Councils to provide economic assistance to  P ortu 
gal as a m atter of urgency, in order to help Portugal in its transition to a 
m odern democracy.

Reviewing the world economic situation, the Parliam entarians expressed 
their anxiety at the growing risk of protectionism  and the im portance they 
attached to the safeguarding of the free trade achieved in EFTA  and being 
realised in relations between the E FT A  countries and the European Com m u
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nities. They also suggested that the E FT  A countries should strengthen their 
cooperation both  within the Association and in other international o rgan
isations.

In addition, the Parliam entarians decided to set up an ad hoc group of 
their members to consider the role which their meetings should have in the 
future w ork of the Association. The group m et twice during the year. It 
discussed a proposal that the inform al nature which had characterised the 
meetings of EFT A  Parliam entarians so far should be transform ed in to  that 
of a consultative body, and that meetings could also be held in EFTA  capitals. 
A  report on the discussions is to be presented to the EFTA  Parliam entarians 
when they next m eet in October 1976.

Publications

The EFTA  Bulletin, published nine times yearly, remained the principal 
channel fo r inform ation about EFTA . It continued to  cover all activities of 
EFTA, announcing decisions of the EFT A  Councils and reporting on meetings 
of E FT A  Com mittees and other bodies as well as containing articles about 
other aspects of integration in Europe.

O ther publications issued during the year included the F ifteenth A nnual 
Report of the Association and “EFTA  trade in  1974” , the latest in the series 
of annual studies of the trade of the E FT A  countries. A  new book which 
presents an account of the full range of E F T A ’s activities was prepared by the 
Secretariat and is expected to be published later in 1976. Portuguese versions 
of the leaflet “EFTA  - w hat it is, what it does” and of the booklet “The E uro
pean F ree T rade Association” were also published. On behalf of the P harm a
ceutical Inspection Convention (see pages 36-37) the Secretariat published, 
under the title “The M anufacturer’s Quality Control D epartm ent” , the text of 
the papers presented at a seminar in June 1975.

The EFTA Council 
and the Joint Council of EFTA and Finland

During the twelve m onths covered by this report the EFTA  Council and 
the Joint Council of E FT A  and F inland held 31 meetings, all of them  sim ul
taneous, including two at M inisterial level.

F rom  1st July to 31st D ecem ber 1975 the chairmanship of both  Councils 
was held by Iceland and the vice-chairmanship by Norway. From  1st Jan 
uary  to 30th June 1976 the chairm anship of both  Councils was held by 
N orway and the vice-chairmanship by Portugal.
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Administration and Finance
Appointment of new Secretary-General 
and Deputy Secretary-General

M r. Charles M üller, of the Swiss Federal Political D epartm ent, was 
appointed Secretary-General of EFTA  on 6th N ovem ber 1975 and took over 
his new duties in January 1976. He succeeded Mr. Bengt Rabaeus who 
returned to the Swedish M inistry for Foreign Affairs after three and a half 
years as Secretary-General of EFTA.

M r. A rne Langeland, of the Norwegian M inistry of Foreign Affairs, was 
appointed D eputy Secretary-General of EFTA  on 6th N ovem ber 1975 and 
took up his appointm ent in January 1976. H e succeeded M r. Cornelio 
Som m aruga who returned to the service of the Swiss Federal G overnm ent 
after two and a half years as Assistant Secretary-General.

The Secretariat

A t the end of June 1976 there were 30 officials in the Professional 
category on the staff of the Secretariat and 40 General Service staff members, 
of whom four were employed on a half-tim e basis.

A  group of governm ent experts on pension m atters met twice during the 
year to consider, at the request of the E FT A  Councils, a basis for establish
ing a pension scheme for the staff of the Secretariat. The group considered 
the regulations and rules of pension schemes applicable in several international 
organisations. A  report by the Secretariat on the meetings was submitted to 
the Councils in M ay 1976.

Finance
T he net budget for the financial year 1975-1976 was 7,838,163 Swiss 

francs. F or the financial year 1976-1977, beginning 1st July 1976, the budget 
was established at S.Frs. 9,039,521 gross which, after deduction of estimated 
income of S.Frs. 484,700, leaves a net sum of S.Frs. 8,554,821 to  be financed 
by contributions from  EFT A  States.

The scale of contributions to the EFTA  budget is determ ined by reference 
to the gross national products at factor costs of the EFTA  countries, none 
being required to contribute more than 30 per cent of the net expenditure of 
the Association. The contributions from  M em ber States fo r 1975-1976 were 
on the following basis (with the figures assessed for 1976-1977 shown in 
brackets) : Sweden 30 per cent (29.185 per cent), Switzerland 25.509 per cent 
(26.370 per cent), Austria 15.128 per cent (15.259 per cent), N orw ay 11.310 
per cent (11.111 per cent), Portugal 6.119 per cent (6.222 per cent) and 
Iceland 1.693 per cent (1.482 per cent). The contribution of F inland, an 
Associate M ember, was 10.241 per cent (10.371 per cent).
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III. Cooperation 
in other fields

The reciprocal recognition schemes

Separate meetings were held during the year of the national authorities or 
institutions participating in each of the four schemes, worked out originally 
in EFTA  but not limited to the E FT  A countries, for the reciprocal recog
nition of tests and inspections carried out on certain types of products. The 
schemes relate to pressure vessels, ships’ equipment, agricultural machines 
and tractors, and gas appliances. The purpose of the schemes is to  overcome 
impediments to trade that otherwise may arise when products that are subject 
to varying national requirem ents have to be separately tested in each country 
before they can be put on the market. Invitations to authorities in some 
other countries to join in the schemes led to discussions on the possibility of 
their participation.

The scheme on pressure vessels has been in force since 1st January  1971. 
The participants are the bodies responsible for approving static pressure 
vessels, gas cylinders and other transportable pressure vessels in Austria, 
Denm ark, Finland, Iceland, Norway, Portugal, Sweden, Switzerland and the 
United Kingdom. As agreed in May 1975, the corresponding authorities in 
the EEC countries (except those in D enm ark and the United Kingdom, which 
are already parties to the scheme) were invited to join. In  M ay 1976, when 
the participating authorities met, they noted that no request for accession had 
been made up till then. It was recognised, however, that the w ork being 
done in the EEC  on its proposed fram ework directive for pressure vessels had 
not yet been completed and it was assumed that no reply to the invitation 
would be given before this directive was adopted. The participating author
ities continued to follow the development closely.

The scheme on ships’ equipm ent covers all kinds of ships’ equipm ent and 
has been in force since 1st January 1971. The participants are the m aritim e 
adm inistrations in Denm ark, Finland, Iceland, Norway, Portugal, Sweden, the 
United Kingdom and Yugoslavia. In connection with a meeting of these 
authorities in Novem ber 1975 there was a special meeting with the m aritim e 
authorities in the Federal Republic of G erm any and the Netherlands. Detailed 
inform ation on the working of the scheme was presented, and the G erm an 
and D utch authorities raised a num ber of questions in order to clarify certain 
features. In M ay 1976 the m aritim e adm inistration of the N etherlands 
asked to  join the scheme.

The scheme on agricultural machines and tractors has been in force 
since 1st September 1972, the participants being the approval bodies in
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Austria, Denm ark, F inland, Norway, Portugal, Sweden, Switzerland and the 
United Kingdom. The scheme covers tests carried out for operational safety 
and ergonomics and for road traffic safety on machines and tractors fo r use 
in agriculture, horticulture and forestry which are subject to the approval 
of a national authority. The authorities participating in this scheme m et in 
N ovem ber 1975. Invitations have been sent to  the competent authorities in 
the EEC  countries other than D enm ark and the United Kingdom inviting 
them to join the scheme.

The scheme on gas appliances has been in force since 1st August 1972 
between the authorities responsible for approving such appliances in Austria, 
D enm ark, Finland, Iceland, Norway, Portugal, Sweden, Switzerland and the 
United Kingdom. W hen these authorities met in May 1976 they agreed on 
a revised text o f the scheme which is expected to come into force in October 
1976. The institution responsible in Italy fo r the approval of tests on gas 
appliances inform ed the Secretariat in M ay 1976 that it would be in a position 
to  join the scheme once the new text had been accepted by the authorities 
already participating.

Pharmaceutical Inspection Convention

An eleventh country, Hungary, acceded in M ay 1976 to the Convention 
for the M utual Recognition of Inspections in respect of the M anufacture of 
Pharm aceutical Products, which first entered into force in 1971. The acces
sion of H ungary will come into effect on 2nd August 1976. The other ten 
countries in which the Convention is in operation are Austria, Denm ark, 
Finland, Iceland, Liechtenstein, Norway, Portugal, Sweden, Switzerland and 
the U nited Kingdom.

The Convention applies to any medicine or similar product, intended for 
hum an use, which is subject to  control by health  legislation. It provides that 
the contracting states will exchange, on the basis of these inspections, such 
inform ation as is necessary fo r the health authority  in an importing country 
to be able to recognise, as equivalent to  its own, inspections carried out in 
the country of m anufacture. A  Com m ittee of Officials has the task of ensuring 
that the Convention works effectively and is applied in a uniform  way. The 
Com m ittee m et three times during the year.

The Convention is open to States which apply a system of inspection 
control to  ensure tha t pharm aceutical products m anufactured within their 
territories are produced to appropriate standards. A fter the Hungarian 
G overnm ent had inform ed the Swedish Governm ent, as the depositary of the 
Convention, of its wish to accede, m em bers of the Com mittee of Officials 
visited Budapest in October 1974 in order to  familiarise themselves with the 
inspection system applied in H ungary. On the recom m endation of the 
Com mittee and with the agreem ent of all the contracting states, H ungary 
was invited in September 1975 to accede to the Convention, which it did by 
depositing the instrum ent of accession on 4th M ay 1976.

M embers of the Com mittee of Officials also visited Dublin after interest in 
the Convention had been shown by Ireland. The Committee concluded in
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M ay 1976 that Ireland had the national arrangem ents necessary to apply an 
inspection system com parable to  tha t referred to  in the Convention.

A t its meeting in M ay 1976 the Com m ittee adopted guidelines fo r the 
quality control of the m anufacture and analysis of pharm aceuticals when the 
m anufacturing or analysis is done under contract. It also set up a working 
party  to  form ulate proposals on the m utual training of inspectors from  Con
vention countries and from  countries interested in acceding to the Convention.

A  sem inar on “the stability of pharm aceutical products” , organised under 
the auspices of the Convention, was held in Salzburg in June 1976.

Hallmarking Convention

T he Convention on the Control and M arking of Articles of Precious 
M etals was ratified on 1st April 1976 by a fifth  country, the U nited Kingdom , 
and cam e into force for it on 1st June 1976. It has been in force fo r the 
o ther four— Austria, F inland, Sweden and Switzerland— since 27th June 1975.

T he Convention introduced the first international hallm ark, a Com m on 
C ontrol M ark which is applied to articles of gold, silver o r p latinum  by 
designated assay offices in the five countries when they are satisfied tha t the 
articles m eet the standards of fineness recognised by the Convention. G oods 
m arked in this way are adm itted into the other countries w ithout fu rther assay 
o r marking.

M eetings of the Standing Com m ittee established to adm inister the Con
vention were held in October 1975 and M arch 1976. From  the inform ation 
exchanged on these occasions it appeared that articles bearing the Com m on 
C ontrol M ark had circulated satisfactorily between the four countries that 
had already ratified the Convention. On technical aspects of the Convention 
the Com m ittee agreed on guidelines for the methods of assay and sampling 
to  be used, on methods of assay fo r the analysis of gold, silver and platinum  
for use in any case of dispute, and on recommendations relating to the 
coordination of assay and m arking practices.

A fter com paring the provisions of the Convention with those contained 
in a d raft EEC  directive relating to articles of precious metals the Com m ittee 
form ed the opinion that, if m ore than one international system were to  be 
adopted, they should be harm onised as closely as possible, and that the p ro
visions of the Convention, where they differed from  the draft directive, were 
m ore satisfactory for an international hallm arking system.

Representatives of the two countries— Norway and Portugal— w hich have 
signed the Convention but not yet ratified it were present at the m eetings of 
the Standing Com mittee. The Norwegian representative stated th a t N orw ay 
planned to am end its hallm arking legislation so as to be able to  ratify  the 
Convention. Portugal also had the intention to  ratify but because of circum 
stances relating to a reorganisation of the Portuguese assay office no precise 
date for the ratification could be indicated. Accession to the Convention is 
open to other countries with suitable assay offices of such technical com petence 
and reliability as to be able to comply with the requirem ents of the Convention.
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IV. External relations

Organisation for Economic Cooperation 
and Development (OECD)

The Secretariat attended and, when appropriate, reported to H eads of 
Delegation or the Councils on meetings of various OECD com mittees and 
working parties dealing with general economic developments and with ques
tions relating to trade and industry. The EFTA  Econom ic Com m ittee and 
the EFT A  Delegations continued to exchange views prior to some meetings 
in the OECD.

General Agreement on Tariffs and Trade (GATT)

Periodic meetings continued to be held among the delegations from  EFTA  
countries to G A TT for consultations on general and specific G A TT ques
tions, in particular those regarding the US request for consultation under 
Article X X II of the G A IT  on the origin rules of EFTA  and the FTAs, and 
the w ork concerning the M ultilateral T rade Negotiations taking place within 
the fram ew ork of GATT.

United Nations Conference on Trade 
and Development (UNCTAD)

M embers of the Secretariat participated as observers in m eetings of 
U N CTA D  in Geneva that were of special interest to EFTA , in particu lar the 
sessions of the T rade and Developm ent Board held in October 1975 and 
M arch 1976 in preparation for the U N C TA D  IV  meeting in N airobi in 
M ay 1976.

United Nations Economic Commission for Europe

The Secretariat continued to maintain regular contacts with the Secretariat 
of the Econom ic Commission for Europe, and in particular those dealing with 
standardisation policies. It also attended the 31st annual session of the ECE 
in M arch/A pril 1976.
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Council of Europe

The 14th and 15th Annual Reports of EFTA  were presented to the Parlia
m entary Assembly of the Council o f Europe in September 1975 by the 
Norwegian M inister of Com m erce and Shipping, representing the country 
which at the tim e held the vice-chairmanship of the EFT A  Councils. The 
Assembly then adopted a Resolution on EFTA . Among other things, the 
Resolution attached the greatest im portance to  the continued efforts by EFTA  
and the E E C  to simplify further and to  improve the origin rules applied in 
EFTA  and between the EFTA  countries and the E E C ; welcomed the increased 
consultation in EFTA  on economic and m onetary policies concerning the 
positions of the E FT A  countries in other international organisations such as 
GATT, IM F  and OECD ; and reiterated the hope that EFTA  would continue 
to  make a significant contribution to  European integration by developing 
economic relations with all E uropean countries.

H alf-yearly reports on E FT A  activities were presented by the Norwegian 
M inister of Foreign A ffairs to the Com m ittee of M inisters o f the Council of 
Europe in N ovem ber 1975 as well as in M ay 1976 when Norway held the 
chairmanship of the EFT A  Councils. The Secretariat continued to follow the 
activities of the Parliam entary Assembly and special bodies of the Council 
of Europe on m atters of interest to EFTA .

Nordic Council

The Secretariat was represented at the 24th annual session of the N ordic 
Council, w hich was held in Copenhagen in M arch 1976.

Interim Committee of the European Patent Organisation

Preparations for the coming into force of a European Patent Law embodied 
in two conventions continued during the period under review. Sixteen Euro
pean nations have signed the first of the two conventions, the European Patent 
Convention, on 5th October 1973 or subsequently ; it provides for the granting 
of European patents which protect the inventor’s rights in as m any of the 
sixteen countries as he names when applying for the patent. The second, the 
Com m unity Patent Convention, was signed by nine EEC  countries on 
15th D ecem ber 1975, at the end of a diplom atic conference which had 
begun on 17th N ovem ber and at which E FT A  was represented as an observer ; 
the Com m unity Patent Convention established a unitary patent for the EEC 
countries.

The preparatory w ork in connection with the E uropean Patent Convention 
was undertaken by the Interim  Com m ittee of the European Patent Organisa
tion which m et three times during the year, and by seven working parties 
set up by the Com mittee ; the E F T A  Secretariat participated in the w ork of 
the Secretariat of the Interim  Com mittee. This Convention, which has been 
signed by Austria, Norway, Sweden, Switzerland and Liechtenstein, among
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the EFTA  countries, is expected to enter into force early in 1977. T he C om 
m unity Patent Convention provides that third countries which are parties to 
the other Convention and which form a customs union or a free trade area 
with the EEC may be invited to participate in the Com munity P aten t C on
vention on the basis of a special agreement.

European Trade Union Confederation (ETUC)

Close contacts were maintained throughout the year with the European 
T rade Union Confederation, which unites central trade union organisations 
in almost all W estern European countries.

In April 1975 the ETU C  had proposed, directly and through the trade 
union representatives on the Consultative Committee, that EFT A  should 
study problems of inflation and unem ployment ; worker participation in 
m ultinational companies ; m atters concerning the working environm ent ; and 
the need for a complete declaration, in the language of the importing country, of 
the contents of consumer products. The question of inflation was already under 
study at the suggestion of the Consultative Committee and the Econom ic and 
Social Sub-Committee of the Consultative Committee began to exam ine the 
underlying causes of unem ployment. The proposal on the declaration of the 
contents of consumer products was under consideration in the Com m ittee of 
T rade Experts. On the other two items, the Ministerial Council had agreed 
in M ay 1975 that the Councils should revert to the proposal on the working 
environm ent after governments has studied it further, and that the question 
relating to multinational companies should not be taken up in EFT A  on the 
ground that it was outside the objectives of the Stockholm Convention.

In October 1975 the ETU C  requested a contribution from  EFTA  tow ards 
the creation of a European T rade Union Institute. The EFT A  countries 
welcomed the idea of establishing such an Institute in which the trade union 
organisations of the EFTA  countries would participate. The E T U C  was 
inform ed that EFTA  would contribute to the working of the Institute by 
regularly putting at its disposal EFTA  publications on economic and trade 
policy m atters and by giving assistance in the organisation of seminars, 
courses and study tours. The possibility of providing a financial contribution 
to the Institute was still under consideration in the Councils at the end of the 
year under review.

The Norwegian M inister of Com merce and Shipping, in his capacity as 
M inisterial Chairm an of EFTA , and the D eputy Secretary-General of E FT A  
attended the Second Statutory Congress of the ETU C  in London in April 
1976. The ETU C  was represented by two speaking observers at the  M ay 
1976 meeting of the Consultative Committee.

Other organisations

The Secretariat continued to m aintain close contacts with a num ber of 
other international organisations engaged in work of interest to E F T A  such 
as the standards-writing organisations. Representatives of EFT A  participated
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in the meeting of the group of experts on standardisation policies which was 
organised by the U N  Econom ic Commission for Europe and held in October 
1975. EFTA  officials were also present at the G eneral Assembly of the 
E uropean Com mittee for Standardisation (CEN) in M ay 1976, and there were 
liaison meetings between EFTA , CEN  and the Commission of the EC  in 
N ovem ber 1975 and June 1976. A  form al arrangem ent fo r liaison between 
E F T A  and the European Com mittee for E lectrotechnical Standardisation 
(CEN ELEC ) was established in September 1975, and EFT A  was represented 
at meetings of the CEN ELEC  Council in D ecem ber 1975 and April 1976.
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V. EFTA trade in 1975

In 1975 world output declined in real terms for the first tim e in the 
post-war period. W orld trade increased only m oderately in term s of value 
and suffered a decline in term s of volume, although there was some im prove
m ent in the second half of the year.

According to G ATT and IM F estimates, the volume of w orld trade was 
some 6 per cent lower in 1975 than in the previous year. A  4 per cent rise in 
the value of world trade resulted from  the fact that world export prices, which 
in 1974 increased by 40 per cent, still rose in the following year by about 
10 per cent, the export prices of m anufactures growing during the first half 
of 1975 and petroleum prices during the last quarter. The volume of world 
trade was about 10 per cent lower during the first half of 1975, bu t some real 
growth, of the order of 2 to 3 per cent, was recorded in the second half.

The dollar value of the exports of the industrial countries increased by 
nearly 10 per cent in 1975, while their imports remained at the same level as 
in the previous year. This was in sharp contrast to the rise of 34 per cent in 
the exports, and of 40 per cent in the imports, of industrial countries in 1974. 
A pronounced downward adjustm ent of stocks, particularly of inventories of 
raw materials and semi-manufactures, was one of the main reasons for the 
absence of any growth in imports. In the western industrialised countries 
there was a fall in export dem and which was offset by a grow th in  dem and 
in developing countries and in Eastern bloc countries which partly  explains 
the rise in exports.

These factors also played their part in the development of the trade of the 
EFTA  countries, where in value term s total exports grew by 7 per cent in 
1975 and im ports rose by nearly 5 per cent.

Trade balances

The aggregate trade deficit (cif-fob basis) of the industrial countries in 
W estern Europe, N orth  Am erica and Japan, which had risen in 1974 to 
43 billion dollars, contracted sharply to 11 billion dollars in 1975. This was 
almost entirely due to a  shift in their trade account w ith the developing 
countries since their exports to the oil producing countries continued to 
advance rapidly but their im ports from  them  fell.

Nevertheless, for many of the smaller industrial countries the trade 
deficits remained at least as large as in 1974. Among E F T A  countries,
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Switzerland was the only one to record a m arked improvement in the trade 
ac c o u n t: its deficit, which am ounted to 2,511 million dollars in 1974, was 
reduced to 325 million dollars in 1975. The other EFT A  countries continued 
to record im portant trade deficits. There was an improvement in their term s 
of trade but it was less than that experienced by larger industrial countries.

The trade balances of most EFT A  countries thus showed a continuing 
m arked deterioration (see table 1) fo r the year as a whole, although as a 
result of a reduction in Switzerland’s deficit their combined trade deficit was 
reduced from  10,772 million dollars in 1974 to 9,257 million dollars in 1975. 
In  the second half of 1975, however, the combined deficit was m uch lower 
than in the first half.

Total trade

In 1975 the value of total EFTA  exports and im ports grew m uch less 
than in 1974, when exceptional price rises had led value figures to unusually 
high levels. The value of the total exports (fob) of the EFTA  countries rose 
in 1975 by 7.0 per cent (in 1974 by 32.4 per cent) to 52,758 million dollars, 
and the value of their total im ports by 4.7 per cent (in 1974 by 39.0 per cent) 
to 62,225 million dollars. The largest relative rises in export values were 
recorded by N orw ay (14.1 per cent), Sweden (9.7 per cent) and Switzerland 
(8.6 per cent). Portugal and Iceland recorded rather large falls in the value 
of their total exports (see table 2).

In Norway, Sweden and Finland total imports rose considerably in value, 
but the increases were still m uch smaller than in 1974. Imports into Portugal. 
Iceland and Switzerland diminished.

Seasonally adjusted three m onths’ moving averages of exports and imports 
give a clearer picture of the development of EFT A  trade in the course of the 
year and show that, except in June, the growth rate o f total EFT A  trade 
stagnated during the first three quarters of 1975. During the last quarter 
the growth rate of exports accelerated somewhat but that of imports appeared 
to have stabilised at a more m oderate level.

Intra-EFTA trade

The value of intra-EFTA  trade (measured by exports, fob) rose in 1975 
by 3.7 per cent to 9,849 million dollars. In the previous year there had been 
a rise of 38.3 per cent. Only F inland and Sweden recorded increases in their 
intra-EFTA  exports. The exports to EFTA  of the other EFTA  countries 
either stagnated (Norway and Switzerland) o r fell (Austria, Iceland and 
Portugal).

EFTA-EC trade

The value of exports to the EC from  the seven EFTA  countries rose in 
1975 by 4.1 per cent to 23,425 million dollars, the increase being less than 
the increase in the total exports of EFTA  in 1974. Im ports from the EC
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grew in 1975 by 3.4 per cent to 32,880 million dollars, and this rise was also 
less than the growth in total EFTA  imports. The seasonally adjusted figures 
show, as in the case of total world trade of the EFTA  countries, tha t there was 
little change during the first nine months of the year in the rate of growth 
of trade with the EC, and that there was a faster rate of growth in exports in 
the last quarter of the year.

EFTA trade with the United States

Exports from  the EFT A  countries to the USA fell by 2.1 per cent, but 
imports from  there grew by 10.0 per cent, reaching 2,734 and 4,081 million 
dollars respectively. The growth rate of imports from  the USA showed large 
fluctuations, w ith the strongest rise at the beginning and end of the year.

EFTA trade with Eastern Europe

F or the second year running the trade of EFTA  countries with E astern 
E urope increased considerably more than their trade with any other area. In 
1975 exports to Eastern Europe rose by 31.4 per cent to  4,765 million dollars, 
with Finland, Sweden and Portugal recording particularly high increases. 
E FT A  im ports from Eastern Europe grew by 11.4 per cent to 4,362 million 
dollars.

EFTA trade with the rest of the world

E FT A  countries’ exports to countries grouped under “the rest o f the w orld” 
grew by 10.3 per cent, but imports from  this group only by 2.5 per cent. The 
values were 11,985 and 10,987 million dollars respectively.
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T RA DE BALANCES OF THE EFTA CO UNTRIES

Table I (in m illion U S dollars)

1973 1974 1975

Jan. - June July - Dec. Year Jan. - June July - Dec. Year Jan. - June July - Dec. Year

Austria . . . . —  897 —  852 —  1,749 —  988 —  874 —  1,862 — 1,040 —  840 — 1,880

Finland . . . —  310 —  194 —  504 —  515 —  810 — 1,325 —  1,213 —  886 —  2,099

Iceland . . . . —  13 —  54 —  67 —  80 —  106 —  186 —  96 —  82 —  178

Norw ay . . . —  617 —  922 —  1,539 —  1,133 —  1,013 —  2,146 — 1,897 —  566 —  2,463

Portugal . . . —  261 —  853 —  1,114 —  656 —  1,534 —  2,190 —  975 —  917 —  1,892

Sweden . . . +  957 +  572 +  1,529 +  15 —  567 —  552 —  260 —  160 —  420

Switzerland . . —  1,013 — 1,083 —  2,096 —  1,403 —  1,108 —  2,511 —  580 +  255 —  325

Total EFTA . . —  2,154 —  3,386 —  5,540 —  4,760 —  6,012 —  10,772 —  6,061 —  3,196 —  9,257
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IN TR A -EFTA  T R A D E  IN  1975

Table IV  (Exports f.o.b., with rise or fall (— ) from  1974)

Importer

Exporter

A
us

tr
ia

F
in

la
nd

Ic
el

an
d

N
or

w
ay

P
or

tu
ga

l

Sw
ed

en

Sw
it

ze
rl

an
d

E
F

T
A

Austria $m 99.5 2.0 103.7 35.9 318.9 588.8 1,148.9
Percentage change 3.6 —  16.7 21.4 —  45.9 13.1 —  17.6 —  7.9

Finland $m 46.2 10.1 258.6 31.2 970.9 78.2 1,395.2
Percentage change —  3.7 —  20.5 60.7 23.3 10.8 —  12.1 15.1

Iceland $m 0.2 4.4 5.7 36.0 6.7 5.2 58.2
Percentage change —  71.4 7.3 —  49.1 2.6 —  5.6 —  73.3 —  25.1

Norway $m 40.1 197.6 43.7 36.4 1,142.3 55.5 1,515.6
Percentage change —  12.1 4.6 —  0.5 —  42.3 3.6 —  18.1 0.2

Portugal $m 27.7 29.5 2.0 45.3 132.3 58.7 295.6
Percentage change —  18.5 —  35.4 17.6 8.1 —  5.7 —  7.8 —  9.7

Sweden $m 240.4 1,240.6 27.0 1,928.8 92.1 323.3 3,852.2
Percentage change 9.6 10.7 —  23.9 17.3 —  39.1 —  9.4 9.2

Switzerland $m 717.9 153.7 4.6 173.5 109.0 424.6 1,583.3
Percentage change —  8.8 6.9 9.5 25.4 —  32.5 18.9 —  0.6

EFT A $m 1,072.5 1,725.3 89.4 2,515.6 340.6 2,995.7 1,109.7 9,849.0
Percentage change —  5.5 7.9 —  11.0 20.8 —  32.2 8.3 —  15.4 3.7



Appendix

Ministerial meetings 
of the EFTA Councils

Geneva, 6th November 1975

Communiqué

The EFTA  Council and the Joint Council of E F T  A  and F inland m et at 
Ministerial level in Geneva on 6th Novem ber 1975. The meeting was chaired 
by M r. O lafur Johannesson, M inister of Commerce of Iceland.

In reviewing internal EFTA  activities, M inisters underlined against the 
background of the present international economic situation, the necessity of 
resisting protectionist requests and of safeguarding and, w here possible, devel
oping free trade between the E FT A  countries including the continuation of 
E FT A ’s w ork on the removal of technical barriers to trade. In this connection, 
Ministers emphasised the value of regular exchanges of inform ation on general 
economic developments and on the economic and financial policies o f all the 
participating governments, as well as on problems in specific sectors. These 
consultations had become especially im portant because of the increasing 
interdependence of all economies in the world of today.

M inisters heard a statem ent by the Swedish M inister explaining the global 
import quota system on shoes and rubber boots, which his G overnm ent had 
recently introduced as a tem porary emergency m easure fo r defence planning 
purposes. The other M inisters regretted that the Swedish m easure had been 
introduced without the Councils having had the opportunity for full consider
ation and expressed concern about the consequences the m easure might have 
for free trade, especially its possible contagious effects in  other countries. 
They therefore appealed to the Swedish G overnm ent to  reconsider the 
measure. The Councils at official level were instructed to  m ake a thorough 
examination before 1st February 1976.
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A fter hearing a statem ent from  the Portuguese M inister on the current 
economic situation of his country, Ministers agreed to provide assistance for 
Portugal regarding increased protection for her industry, the prom otion of the 
export of agricultural products, technical assistance and help in the industri
alisation of Portugal. They instructed their perm anent representatives in 
Geneva to  pursue actively their w ork to this end. They reviewed the responses 
being made in EFTA  and the EFT A  countries to the Portuguese requests and 
the action already taken bilaterally and decided to  am end the Stockholm 
Convention in order to be able better to help Portugal and to set up a fund 
for the development and restructuring of Portuguese industry in an am ount 
equivalent to US $ 100,000,000. The main fields of assistance to Portugal 
are described in the Annex to this communiqué.

Ministers exchanged views on the world economic situation and discussed 
the repercussions of the present recession on the trade, production and 
em ployment of the E FT A  countries. E FT A  Governm ents were continuing 
to take measures aimed at supporting adequate levels o f economic activity. 
However, in present conditions of low dem and for exports, individual national 
action alone could not counter the recession. In addition, although inflation 
rates had been brought down to lower levels in most countries, inflation conti
nued to be a difficult problem and some governments were anxious not to run 
the risk of reviving inflationary pressures when taking recovery measures. A t 
the same time, it was pointed out that the existence of reserves of unused 
productive resources could perm it some action to prom ote a m ore rapid 
balanced recovery, so long as due account was taken of necessary structural 
adjustments. A nother preoccupation was the deterioration of the balance 
of paym ents of most EFT A  countries. In fact, taking the industrialised 
world as a whole, there was a very uneven distribution of the total deficit 
which had been incurred as a result of the past steep increases in the prices 
of oil and other raw materials. Some of the larger economies were accum u
lating balance of paym ents surpluses, while serious deficits were being regis
tered by m any of the smaller countries. This situation placed clear respon
sibilities on the world community, in particular on those countries earning 
sizeable surpluses. M inisters emphasised the vital im portance of the greater 
international cooperation now being shown in seeking solutions to the many 
serious economic problem s facing the world.

Recent developments, particularly the consensus reached at the Seventh 
Special Session of the U N  G eneral Assembly, had indicated the readiness of 
all countries to open a constructive dialogue aimed at improving conditions for 
the economic development of the Third W orld, thus creating a sound basis for 
an international cooperation based on comprehension and understanding. 
M inisters welcomed the agreem ent which had been reached to hold a Con
ference on International Econom ic Cooperation later this year and expressed 
the willingness of their Governm ents to contribute as fully as opportunities 
would perm it to  the success of this Conference and of the other im portant 
international meetings which were to take place on these subjects in 1976.

In reviewing the m ultilateral trade negotiations now going on within the 
fram ework of the GATT, M inisters noted that these negotiations were of 
twofold im portance : they helped to m aintain the existing liberal world trade
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system in today’s difficult period, with its dangers of national restrictive 
trade measures ; and they should bring about improvements of considerable 
im portance to the fu ture of international trade, in particular tha t o f the 
developing countries. The EFTA  Governm ents were doing all they could 
to ensure the success of the negotiations and Ministers expressed the hope 
tha t all countries would make every effort to bring them  to a  successful 
conclusion.

Recognising that foreign trade was of greater im portance to the economies 
of the EFT A  countries than to  any other trading group in the world, M inisters 
recalled their support for liberal practices in world shipping. They stressed 
the necessity of an efficient international sea transport system fo r the con
tinued expansion of world trade.

In  discussing the operation of the Free T rade Agreements o f the E F T A  
countries with the European Communities, Ministers stressed the im portance 
fo r all concerned that the potential of these Agreements should be fully 
realised, since the Communities were the largest trading partners of the E FT A  
countries.

Ministers voiced their concern over the fact that the most vital p art of 
Iceland’s Free T rade Agreem ent with the EEC  had not yet entered into effect 
and expressed the hope that this would soon be remedied.

M inisters recognised tha t the Conference on Security and C ooperation in 
E urope had opened up new possibilities for East-W est trade and econom ic 
relations, which continued to have an im portant place in the policies of the 
E FT A  countries. The Econom ic Commission fo r Europe was engaged in 
preparations for closer economic cooperation in many sectors and M inisters 
declared the intention of their Governments to participate fully in this work.

M inisters paid warm  tribute to  M r. Bengt Rabaeus, who was returning to 
the Swedish M inistry fo r Foreign Affairs after ten years with E FT A , the 
last three-and-a-half years as Secretary-General. H e had made an im portant 
contribution to the work of the Association and Ministers wished him  success 
in his future activities. They appointed M r. Charles M üller as the new 
S ecretary-G eneral; he will leave his present post in the Swiss Foreign Service 
to  take over his new duties early in 1976.

M inisters also expressed their sincere appreciation to  M r. Cornelio Som- 
m aruga, Assistant Secretary-General, for the many essential services he had 
rendered to EFTA . H e will join the Swiss Federal Division of Com m erce 
in February n e x t ; Ministers appointed Mr. A rne Langeland, of the N orw egian 
M inistry of Foreign Affairs, to succeed him.

The next regular meeting of the Councils at M inisterial level will take place 
in Geneva on 3rd June 1976.
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Annex to Ministerial Communiqué of 
6th November 1975

The Portuguese requests for economic assistance concern four different 
main areas.

Increased protection for Portuguese industry

In order to support the further development of Portuguese industry, 
M inisters decided, subject to the necessary constitutional procedures in  their 
own countries, to  am end Annex G  to the Stockholm Convention to the effect 
that the E FT A  Councils would have power to decide on a longer tim etable 
for Portugal to reduce to zero her tariffs on  im ports from  the other EFTA  
countries of a large num ber of products which are also m anufactured in 
Portugal. Instead of being required to abolish tariffs on these goods by the 
end of 1979, Portugal could be authorised by the Councils to postpone 
further tariff reductions until 1st January 1985 a t the latest. The Councils 
would also be able to perm it Portugal to impose new or increased im port 
duties for the protection of new industries in Portugal.

Promotion of the export of Portuguese agricultural products

Bearing in mind the im portance for Portugal of exports of agricultural 
products, the EFT A  Councils had agreed that tariff and other concessions 
on the im port o f these products should be considered by individual EFTA  
countries bilaterally with Portugal and notified to the Association. This 
process was now going on and a num ber of such concessions was announced 
during the meeting.

Technical assistance

The Portuguese requests for technical assistance in m any fields are to be 
met on the basis o f bilateral arrangem ents between the E FT A  countries and 
Portugal. Coordination of this assistance would be the responsibility of the 
Econom ic Development Committee. Ministers noted that technical assistance 
was already being provided or had been offered by the E FT A  countries for 
many aspects of the fisheries industries, agriculture, housing, sub-contracting, 
adult education, transport and techniques of public adm inistration.
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Fund for development and restructuring 
of Portuguese industry

N oting that a study was being carried out in the Econom ic D evelopm ent 
Com m ittee on the assistance in the industrialisation of Portugal, M inisters 
agreed to set up an EFT A  fund for the development and restructuring of 
Portuguese industry. This fund, in an am ount equivalent to US $ 100 million 
would be supplied over a period of 5 years fo r the financing of specific 
projects, particularly for the reconstruction of small and m edium  sized 
enterprises in the public and private sectors. Ministers instructed the Councils 
at official level to work out the necessary arrangements.
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Geneva, 3rd June 1976

Communiqué

The EFT A  Council and the Joint Council of E FT A  and F inland m et at 
Ministerial level in Geneva on 3rd June 1976. The meeting was chaired  by 
M r. H allvard Bakke, M inister of Com merce and Shipping of N orway.

M inisters exchanged views on the present economic situation in the E FT A  
countries and noted that there were now encouraging indications of econom ic 
recovery. M inisters emphasised the need for policies aimed at sustaining the 
revival. They also stressed the necessity for an active em ploym ent policy, 
including selective measures aimed at increasing em ployment. A t the same 
time, it was considered to be essential that a resurgence of inflationary pres
sures be prevented and that continued attention be given to world m onetary 
problems.

M inisters reviewed the internal activities of E FT A  and stressed the im por
tance of preserving and improving the free trade achieved within the Asso
ciation. W hile once again emphasising the im portance of resistance to  pres
sures for the imposition of restrictive trade measures and to protectionism  in 
general, M inisters expressed the firm  hope tha t the renewal of the OECD 
Trade Pledge, which was to come before the OECD M inisterial m eeting in 
June, would have a positive effect, as it had had in the past.

Ministers took note of an Austrian suggestion to hold in the near future 
a meeting of members of governments of E FT A  countries on the highest 
possible level to discuss ways and means of intensifying international economic 
cooperation in Europe and in the world.

M inisters heard a statem ent from  the Portuguese M inister on the difficult 
economic situation in his country and reviewed E FT A ’s assistance to  Portugal, 
in particular the arrangem ents being m ade to bring into operation the Indus
trial Developm ent Fund. M inisters took note of a  Portuguese request fo r the 
introduction, increase or réintroduction of Portuguese im port duties on certain 
products and instructed their Perm anent Representatives in G eneva to  exa
mine it in order to find an adequate solution for the request, in the light of 
the special circumstances prevailing at present in Portugal.

M inisters expressed their satisfaction with the operation of the F ree T rade 
Agreements with the European Communities. M inisters noted tha t several 
EFTA  countries were in the process of further developing their cooperation 
with the Communities. Furtherm ore, they welcomed the fact that the solution 
of the fishing dispute between the United Kingdom and Iceland would remove 
the obstacle to  the full application of Iceland’s Free T rade A greem ent with 
the Community.
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Ministers noted with satisfaction the increase in their countries’ trade with 
Eastern Europe and supported the endeavours being m ade within the E co
nomic Commission for Europe to adapt its work program m e to take into 
account those economic provisions of the F inal A ct signed in Helsinki in 1975 
which called for m ultilateral implementation. This w ork was also im portant 
in view of the meeting arranged for 1977 in Belgrade.

M inisters reviewed the part being played by the E FT A  G overnm ents in 
the current complex of international negotiations on trade and o ther world 
economic problems. M inisters recognised that considerable w ork w ould have 
to be done to bring about the changes in international economic relationships 
which had now become inevitable, particularly to secure a larger share of the 
world product fo r the developing countries, especially the least developed and 
those w ithout petroleum  or other natural resources. A lthough promising 
results in this respect have been achieved in U N CTA D  IV, the N orth-South 
Dialogue in Paris and in the m ultilateral trade negotiations in the fram ew ork 
of the GATT, m any essential questions were far from  resolved. M inisters 
in particular stressed the im portance of ensuring greater stability in  com 
modity m arkets in the interests of both  producer and consumer countries, of 
solving the problem of foreign debts and of securing a satisfactory return 
on exports. They also stressed the necessity for increased production of 
m anufactured goods in the developing countries and improved trading condi
tions for them  as prerequisites for the long-term  development of stable and 
equitable economic relations in the world. N o solution to  these problem s 
could be found without the active participation of the industrialised countries. 
It was therefore of great im portance that all negotiations aimed a t global 
solutions should gather m ore momentum and enter a m ore active phase.

M inisters recalled their support for an efficient international sea transport 
system. They expressed their concern over the present crisis in the shipping 
industry.

The next meeting of the Councils at M inisterial level will take place on 
U th  and 12th N ovem ber 1976 in Portugal.
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EFTA Industrial Development 
Fund for Portugal

The Statute

Article 1 : The Statute

This Statute applies to the EFTA  Industrial D evelopm ent Fund for P o rtu 
gal, established by Decision of the Council of the European Free T rade 
Association No. 4 of 1976 and Decision of the Join t Council of the Asso
ciation created between the M em ber States of the European Free T rade 
Association and the Republic of Finland No. 1 of 1976, hereinafter called 
“the F und” .

Article 2 : Objective

The objective of the Fund is to contribute to the development of P o rtu 
guese industry by financing specific projects for the reconstruction or creation 
of enterprises, especially small and medium sized, in the private and public 
sectors.

Article 3 : Contributions to the Fund

1. The total am ount of the contributions of the M em ber States and Finland 
to the Fund  shall be the equivalent of 84,604,516 (eighty-four million, six 
hundred and four thousand, five hundred and sixteen) Special Drawing 
Rights (SDRs) as calculated in accordance with the m ethod of valuation 
applied by the International M onetary Fund with effect from  1st July 1974.

2. The M em ber States and Finland (Contributory States) shall contribute 
to this am ount as follows :

Austria 15.128 per cent equal to 12,798,972 SDRs
Finland 10.241 per cent equal to 8,664,348 SDRs
Iceland 1.000 per cent equal to 846,045 SDRs
Norway 12.003 per cent equal to 10,155,080 SDRs
Portugal 6.119 per cent equal to 5,176,950 SDRs
Sweden 30.000 per cent equal to 25,381,355 SDRs
Switzerland 25.509 per cent equal to 21,581,766 SDRs
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3. The contributions shall be made available to  the Fund in five equal 
annual instalments in the currency of the C ontributory State o r in another 
currency acceptable to the Fund. The first instalm ent shall be m ade available 
four weeks after this Statute has entered into force and the other instalm ents 
on the same day of each of the following four years.

4. The Fund shall call for paym ent out of curren t and past annual instal
ments as and when required by its operations. Unless the Council decides 
otherwise, any call for paym ent shall be m ade in accordance w ith the percen
tage scale referred to in paragraph 2, and no instalm ent o r part thereof m ay be 
called for later than during the tenth year of the Fund.

5. F or the purposes of the paym ent and repaym ent of the contributions the 
first year of the Fund shall begin on the date of entry into force of the Statute 
and each subsequent year of the Fund on the same date a year later.

6. Each Contributory State shall notify to the Council the national body 
responsible for paying the contribution to the Fund. The F und  shall conclude 
w ith those bodies, with the Portuguese central bank and, w here appropriate, 
with other central banks or financial institutions an agreem ent setting out 
the details concerning the transfer of the contributions or parts thereof and 
their conversion.

Article 4 :  Trade promotion

The Fund shall have due regard for the prom otion of in tra-E F T A  trade 
and shall conduct its operations in such a way tha t a substantial p art of its 
assets are used for purchases within the Area of the Association.

Article 5 : Financing operations of the Fund

1. The Fund shall attain its objective :
(a) by making loans, based on generally accepted banking principles, for 

specific projects ; and
(b) up to an am ount equivalent to ten per cent o f the total am ount of the 

contributions, by making loans fo r specific projects on term s m ore favour
able than for loans referred to in sub-paragraph (a), and by financing 
project studies, technical assistance or research.
2. In the financing operations referred to in paragraph  1, the F und  shall 

m ake use of any asset at its disposal.
3. The Fund shall not, as a rule, provide the full financing of a project. 

Loans from  the Fund shall norm ally be com plem ented by contributions from 
the borrow er or other source, including industry in the A rea of the Associa
tion. The Fund may cooperate with other financial institutions in  schemes 
covering appropriate projects.

Article 6 : Conduct of operations and liability

1. The F und  shall conduct its operations in such a way th a t it can fulfil 
its obligations to the C ontributory States.
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2. Except as provided fo r in  paragraph  3 of A rticle 7, the financial 
liability of any C ontributory  State fo r the obligations incurred  by the Fund 
shall be lim ited at any given tim e to the parts o f the contribution of that 
State paid to the F und  and n o t yet repaid.

3. The E uropean F ree T rade Association shall have no financial liability 
for the obligations incurred by the Fund.

Article 7 : Repayment of the contributions

1. The F und  shall repay to  the C ontributory  States the contributions
paid to the F und  and shall have com pleted this repaym ent no t la ter than on 
the last day of the tw enty-fifth year o f the Fund. Unless in exceptional 
circum stances the Council devises another tim etable, the equivalent of one- 
fifteenth of the respective contributions, expressed in SDRs, shall be repaid 
not la ter than  by the end of the eleventh and of each o f the following 
fourteen years of the Fund.

2. A ny repaym ent shall be m ade in the currency of the Contributory State 
o r in any o ther currency acceptable to it. I f  the In ternational M onetary Fund 
changes the m ethod of valuation of the Special D raw ing Rights applied with 
effect from  1st July 1974, the Council shall decide w hether the F und shall 
adhere to  the new  m ethod.

3. If  a t any date on w hich repaym ent o f parts o f the contributions or 
paym ent of in terest is due the F und  has not enough disposable assets for such 
paym ents, the Portuguese G overnm ent shall provide acceptable currencies in 
an am ount necessary to  cover the difference. As soon as the Fund again 
possesses the necessary assets it shall reim burse the Portuguese Governm ent 
for the am ount so provided.

4. A fter repaym ent of the contributions to  the C ontributory States and 
the paym ent o f any interest thereon, the Fund  shall cease to  exist as an EFTA  
Institution. A ny asset o f the F und  rem aining at tha t tim e shall become the 
property o f Portugal or an institution nom inated by the Portuguese G overn
m ent which shall also assume any rem aining obligation of the Fund.

Article 8 : Interest on contributions

1. In  the sixth year of the F und  and in every year thereafter the contri
butions paid and not yet repaid shall bear in terest at a rate  o f three per cent 
per year payable a t the end of each year of the Fund  beginning with the 
sixth year.

2. Taking into account the situation of the Portuguese economy, the 
Council m ay decide to  postpone the com m encem ent o f the accrual of interest 
and m ay decide tha t a lower rate  o f interest shall be paid on all or part of 
the contributions.
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INSTITUTIONAL ARRANGEMENTS

Article 9 : Responsibilities of the Council

1. It shall be the responsibility of the Council to supervise and give 
guidance as to  the application of this S tatute and to take decisions to this 
effect.

2. A t all meetings of the Council dealing w ith m atters relating to the 
Fund, a representative of F inland shall have the right to participate and shall 
have one vote.

Article 10 : Responsibilities of the Steering Committee

It shall be the responsibility o f the Steering Com mittee to operate the 
F und  except insofar as this S tatute specifically provides otherwise. The 
C om m ittee shall in particu lar :

(a) establish general guidelines, to be approved by the Council, concerning 
the term s and conditions of the financing operations of the Fund  ;

(b) decide, in accordance w ith these guidelines, on loans and other financing 
operations of the Fund, except on those which are to be decided upon by 
the Executive Com mission in accordance w ith the provisions of p ara
graph 1 (c) of A rticle 12 ;

(c) report sem i-annually to the Council on its current activities and furnish 
any additional report requested by the Council.

Article 11 : Composition and procedures 
of the Steering Committee

1. T he Steering Com m ittee shall be com posed of one member from  each 
C ontributory  State, to  be designated by the governm ent concerned, together 
with one alternate who shall assist the m em ber and replace him  in his 
absence. T he Secretary-G eneral o f E F T  A or his representative shall attend 
all m eetings of the Steering Com m ittee and m ay take part in its deliberations.

2. E ach m em ber of the Steering Com m ittee shall have one vote. All 
decisions approving loans or other financing operations, am ounting in each 
individual case to not m ore than the equivalent of three million SDRs, may 
be taken by a m ajority  o f five affirm ative votes provided the vote of the 
Portuguese m em ber is am ong the affirm ative votes. The other decisions 
shall be taken by unanim ous vote. A decision shall be regarded as unanim ous 
unless any m em ber casts a negative vote. W hen the Steering Com m ittee 
reports to the Council, any dissenting m em ber m ay request tha t his view 
be stated.
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3. A  representative of the Executive Commission shall, unless otherwise 
decided by the Steering Com m ittee, be invited to attend the m eetings of the 
Com m ittee and m ay take p art in its deliberations. The Com m ittee m ay set up 
special groups and m ay invite experts to assist it in the evaluation of projects 
and in its deliberations.

4. T he Steering Com m ittee shall lay down its rules of procedure to  be 
approved by the Council. The rules of procedure shall provide that a 
m ajority o f five votes will suffice fo r decisions on procedural questions.

5. The first m eeting of the Steering Com mittee shall be convened by the 
Council as soon as possible after the entry into force of this Statute.

Article 12 : The Executive Commission in Portugal

1. The Board of M anagem ent of the Banco do Fom ento Nacional in 
Lisbon shall act as the Executive Com mission of the Fund in Portugal with 
the following functions :

(aj to inform  interested enterprises of the possibilities of and the conditions 
for receiving financial assistance from  the F und ;

(6) to help prospective borrowers in the preparation of projects and to act as 
the recipient fo r applications ;

(c) to decide, in accordance with the guidelines established by the Steering 
Com m ittee, w ithin a total of one half of the assets at the disposal of the 
Fund  in any year on
(i) applications fo r loans referred to in paragraph 1 (a) o f Article 5 

am ounting in each case to  not m ore than the equivalent of 1.2 million 
SDRs ; and on

(ii) applications concerning financing operations referred to in paragraph 
1 (b) o f A rticle 5 am ounting in each case to not m ore than 200 thou
sand SDRs ; the total am ount of such financing operations may not 
exceed one half o f the am ount referred to in that paragraph ;

(d) to present other applications fo r financing by the Fund, together with a 
recom m endation, to  the Steering Com m ittee ;

(e) to conclude loan agreem ents on the loans decided by the Steering C om 
m ittee or by the Executive Commission itself in accordance with sub- 
paragraph (c), to ensure the establishment of the security prescribed, pay 
out the loan, control the repaym ent of capital and the paym ent of interest, 
take action in the case of default in paym ent and supervise the proper 
execution o f the projects ;

(ƒ) to  take all o ther steps necessary to  carry out its functions in P o rtu g a l;

(g) to repo rt periodically and on request to the Steering Com mittee.

2. A cceptance of these functions by the Board of M anagem ent of the 
Banco de Fom ento  N acional shall be made by w ritten agreement.
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Article 13 : Functions of the Secretary-General 
and Secretariat Services

The Secretary-G eneral shall execute decisions taken by the Council in 
relation to  the Fund and shall assist the Steering Com mittee in its tasks. The 
EFTA  Secretariat shall provide the secretariat services.

Article 14 : Audit

The Council shall arrange fo r an independent annual audit of the accounts 
of the Fund.

Article 15 : Annual report

An A nnual R eport of the F und  describing its operations and reproducing 
its annual accounts shall be presented by the Steering Committee through the 
Secretary-General to  the Council fo r approval and be published with the 
Council’s consent.
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