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The European Free Trade Association (EFTA) is an international organisa-
tion comprising four states, Iceland, Liechtenstein, Norway and
Switzerland which have eliminated barriers amongst themselves for
industrial products but do not apply a common external tariff. Apart from
Switzerland the EFTA States base their relations with the European Union
on the European Economic Area Agreement allowing for their participa-
tion in the Single Market. SwitzerlandÕs relations with the EU are based
on bilateral agreements. 

The EFTA States have developed an extensive network of free trade
agreements with non-EU countries and regional groupings in Europe and
beyond.

EFTA has headquarters in Geneva and offices in Brussels and
Luxembourg.
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The EFTA Bulletin is intended to serve as a platform for discussions and
debate on topics of relevance to European integration as well as the mul-
tilateral trading system constantly being re-shaped and transformed by
the twin forces of globalisation and interdependence. To this endeavour
the EFTA Bulletin will in the coming issues draw on the experience and
expertise of academics, professionals and statesmen alike.
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SPECIAL RELATIONSHIP
Efta and the European
Community as Actors in
European Free Trade
1. Foundations of 
Free Trade in Europe
The division of Western Europe into the ÓSixÓ
and the ÓSevenÓ was made final in November
1958 when the ÓSixÓ after two years of inten-
sive negotiations could not agree upon the
establishment of a larger free trade area. The
reason was primarily a political one: the newly
established European Economic Community
with far-reaching aims and legal obligations
was preferred instead of a much looser free
trade area. As Uwe Kitzinger points out, those
ÒconvincedÓ Europeans who emphasised the
EEC as a vehicle for a political union, were
afraid that a free trade area would detract
from these aims.1 Obviously various national
interests both in the Six and outside it also
contributed to the same end. In particular the
tension between France and Great Britain,
which later played such an important role in
European integration, was a major factor in
bringing the negotiations to an unsuccessful
end.2

The initial steps of the EC-EFTA relationship
were marked by attempts to create a wide
West-European free trade area, the European
Economic Association, the European Economic
Community as its core. The OEEC Council ini-
tiated these attempts in February 1957, which
in its resolution urged for negotiations for a
free trade area. The major push came from
Great Britain who, after the Messina
Conference, initiated efforts at a wider
European solution. The OEEC decision aimed
at parallel decisions with the establishment of
the Common Market in the EEC. But already
by the end 1958 the prospects for such an
arrangement became bleak.

1.1. EFTA: 
ÒThe Outer SevenÓ

The ÒOuter SevenÓ opened negotiations for a
new free trade arrangement in February 1959,
after it became evident that the European
Economic Association was beyond an immedi-
ate reach. They concluded negotiations in a
hurry and were able to conclude the
Stockholm Convention already by the end of
1959, only a year after the final breakdown of
negotiations on Great BritainÕs entry into the
EEC. EFTA started its activities in May 1960.
The establishment of the new association took
place rapidly indeed. Its creation was made
easy since so much preparatory work had
been done in the Maudling Committee. In
Scandinavia negotiations for a Nordic
Customs Union had been completed and thus
models for free trade arrangements were
available. 

The members of EFTA did not see much future
for their common enterprise. EFTA was, and
has been since, a pragmatic organisation,
which has been able to adapt itself to changes
in the European integration arena. That EFTA
was only a tool to achieve a larger European
trading system is well illustrated both by its
initial structure and policies of its members.
EFTAÕs initial role is expressed in the Preamble
of the Stockholm Convention, which says:3
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Òdetermined to facilitate the early establishment of a
multilateral association for the removal of trade barriers
and the promotion of close economic co-operation
between the Members of the Organisation for European
Economic Co-operation, including the Members of the
European Economic CommunityÓ.
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The early history of EFTA also strongly pointed
to the temporary nature of the organisation.
The Member States themselves understood it
as a waiting room for a better solution, which
for most of them was membership in the EEC.
As early as in March 1961 Great Britain and
Denmark applied for full membership, Austria,
Sweden and Switzerland aimed at an associa-
tion in December 1961 and Norway asked for
membership in the European Community in
April 1962.4 On the other hand, the EFTA
domain was enlarged to Finland, which
became an associated Member in 1961.

1.1.1. EFTA as a Waiting Room

Between 1960-1966 EFTA Members saw their
association as a waiting room to EEC
Membership. The EFTA view constantly
referred to a European wide market as the
best solution for Europe. At the same time the
Member States stressed that EFTA was not
designed to create an inward-looking eco-
nomic block and no restrictions on trade with
third parties were introduced.5 EFTA minis-
ters pointed to the need to create a Òsingle
European marketÓ 6 from the very beginning
of the work of the Association.

The London Ministerial Meeting in June 1961
formulated the AssociationÕs policy towards
European integration. EFTAÕs point of depar-
ture was that the ultimate will of its Member
States was to achieve the economic integra-
tion of Europe as a whole in the form of a sin-
gle European Market.  They also pointed to
the dangers which the split in Europe posed to
the members of both integration organisa-
tions. To overcome this split necessitated in
the MinistersÕ view a readiness to make mod-
ifications of policy by both sides.

The problem of modifications was obviously
the key question for EFTA. The Ministers noted
in their London Declaration in 1961 that
changes in policy options must respect the
basic political positions of the participating
nations as well as the European Community.
By way of conclusion, however, the Ministers
noted:7

An important part of the EFTA policy was the
co-ordination of actions taken by the individ-
ual EFTA countries. The London Declaration
also stressed that: 8

The aim of EFTA during the first round of
accession negotiations was clearly to act in a
coherent way, to keep other Member-States
informed and to remain united throughout the
negotiations. Still the negotiations were car-
ried out on bilateral bases between each EFTA
State and the Community. EFTA as an institu-
tion had no formal role.  In the next few min-
isterial meetings the Member States reported
on the progress made in their bilateral nego-
tiations. Consultations were obviously fruitful
and helped the Member-States to co-ordinate
their actions. 9

After the breakdown of negotiations between
Great Britain and the Community the aim of a
large and unified European market remained
for EFTA. EFTA assumed a somewhat firmer
role in planning the future of free trade by
asking the permanent representatives in
Geneva to prepare a programme of action for
the future. EFTA was also gradually given
more roles in the collaboration between its
members for instance in preparations for the
GATT negotiations.10 

Òwhile some EFTA countries could not
accept obligations of a political nature, all
members of EFTA are willing to undertake,
in order to achieve an integrated
European market, obligations which go
beyond those which they have accepted
among themselves in the Stockholm
Convention.Ó

Òthe obligations created by the Convention
between the Members, and the
momentum towards integration within the
Association, would be maintained at least
until satisfactory arrangements have been
worked out in negotiations to meet the
various legitimate interests of all Members
of EFTA and thus enable them all to
participate from the same date in an
integrated European market.Ó 
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This was emphasised in particular in the
Ministerial Meeting in September 1963. The
Ministers stated:11

Throughout the mid-1960s EFTA Ministers
returned to the need to establish a wide
European trading system. They Òstressed their
readiness to take every opportunity to co-
operate with the EEC and its members in mat-
ters of mutual concern, reaffirming their
objective to achieve a single European mar-
ketÓ12 and stressed increasingly the need to
minimise the consequences of two trading
blocks in Western Europe13. 

Gradually EFTA Ministers developed a new
approach, which stressed the need to bring
the two integration bodies closer to each
other. Already in September 1964 such ele-
ments were seen in the ministerial declara-
tion, which stressed the importance of Òavoid-
ing serious divergences on questions of
commercial policy or such technical matters
as standardisation and patents.Ó14 A year
later the Declaration issued in Vienna called
for steps to bring the two institutions into
closer and more continuous contacts. The
Ministers also considered new ideas for
increasing and strengthening co-operation
between EC and EFTA. Among such ideas was
a proposal on a ministerial meeting between
the two integration groups.15

As areas of co-operation the Declaration listed
the reducing of obstructions to free trade, co-
operation in research and development, har-
monisation of standards and the intensifica-
tion of co-operation within EFTA. The
Declaration also instructed the Council to
examine the strengthening of EFTAÕs internal
integration, its role in external relations, in
particular in relations with the Community and

the institutional aspects of the Association.16

The Vienna Declaration of 1965 was an impor-
tant landmark in formulating EFTAÕs policy
towards the Community. It initiated pro-
cesses, which further strengthened EFTA and
indicated that the Association was assuming a
more permanent role and that arrangements
others than accession or association gradually
became evident. Still the creation of a single
European market remained as the objective.
Its achievement was in the best way secured
by co-ordinated action.

1.1.2. The Bridge Building Phase

EFTAÕs internal integration was boosted con-
siderably by the creation of the free trade area
in 1966, three years ahead of the schedule of
the Stockholm Convention. The achievement
took place at a time when Community inte-
gration was in its deepest crisis ever during
the ÒCrisis of the Empty ChairÓ. The obvious
problems and delays in the Community inte-
gration made EFTA ever more important to its
members and it began to live a life of its own.
In a way thus the crisis of the Community
integration made EFTA internally more cohe-
sive.17

The internal strengthening of EFTA took sev-
eral forms. For the first, Ministerial Councils
worked out new interpretations concerning
key areas in the functioning of a free trade
area. Such were for instance interpretations
concerning Art. 15 on restrictive business
practices (1965), Article 16 on the rights of
establishment (1966), Article 14 concerning
public undertakings (1966) and on Article 13
on government aids (1968).18

Another important step was the signing of the
Pharmaceutical Convention, which was the
first major convention negotiated inside the
Association. EFTA was further enlarged by the
accession of Iceland in 1970. EFTA countries
stressed that EFTA should be actively devel-
oped although individual members were
engaged in negotiations on new arrangements
with the Community.

In the London Ministerial Council in May 1968
the Ministers adopted a programme of devel-
opment on a basis of a Nordic proposal19 Óto

ÒIn order to exercise their responsibilities
in these fields the Members of EFTA will
ensure the greatest possible measure of
consultation and co-ordination in their
actions both through the Council in
Geneva and through their Delegations in
the various international economic
organisationsÓ.
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improve existing free trade, to make more
precise interpretations of the Stockholm
Convention, and to extend the area of consul-
tations.Ó

During the latter part of the 1960s EFTA had
twin-goals. On the one hand the Association
emphasised that it was active and alive and
that it was a part of a single European market.
The progress was a sign of determination
which EFTA declarations had repeated since
the Vienna declaration: that the aim of EFTA
was the creation of a European-wide market
in such a way those achievements of the
Association were to be secured. The other
goal was to strengthen the internal market of
EFTA. In fact the aims of the programme of
action indicated that EFTA was moving from a
mere free trade area into a common market
type of integration where the proper function-
ing of trade was a vital element. Indeed EFTA
as a free trade area became economically
important for its members, in particular for
smaller economies.

However, the strengthening of EFTA was also
directly linked to the ongoing negotiations
between Great Britain and the Community.
EFTA was waiting for an opening of negotia-
tions from the CommunityÕs side. EFTA
Ministers declared in their meeting in London
in 1967 that Ò all EFTA countries should have
the possibility to participate fully from the
beginning in any negotiations for a trading
arrangement, which might followÓ.20

EFTAÕs role as a negotiation instrument
became even more important when it became
evident that only some of the Member States
actually were interested in a Membership of
the Community. In November 1971 the
Council outlined the common aims of non-
candidates in their dealings with the
Community.21 The cornerstones of the
approach were that the achievements of EFTA
Free Trade must be preserved, new accords
should be in accordance with GATT provisions,
exchange of information and consultation
between EFTA Members must go on, and all
agreements should enter into force at the
same time.

1.2. The Community View

1.2.1. The ÔCommunity firstÕ Approach

The first years of the European Economic
Community were characterised by Gordon
Weil as Òan era of good feelingsÓ.22 Weil
refers to the emergence of an undefined spirit
of integration, which very much stressed the
achievements of internal integration and the
realising of the tasks of the Treaty of Rome.
During the early years of integration conflicts
were manageable since the progress offered
something for everybody. The EEC satisfied
the needs and hopes of the Member States.

The position of the EEC towards the Third
Countries was based on the notion of dual
obligations. On the one hand the Community
reports from the very beginning recognised
the already existing economic solidarity
among the Members of the OEEC and stressed
that the establishment of the EEC may not
hamper the already existing economic co-
operation. But on the other hand, the Treaty
of Rome constituted new forms of obligations;
the EEC had also economic and political
goals.23

The result was that the Community formulated
a two-dimensional policy towards the out-
siders. On the one hand it stressed the need to
build up a policy of co-operation towards non-
member States, in particular with the
European countries, and on the other hand the
Member States had the obligation to defend
the framework of the Treaty of Rome.24 The
possible association between the remaining
members of the OEEC was still regarded as a
viable alternative in the future.

In trying to define what the balance between
the Community solidarity and wider solidarity
within the OEEC should be, the Commission
assumed the  ÔCommunity firstÕ approach. In
its view the primary duty of the Commission
was to Òwatch over the general interest of the
Community as a wholeÓ and Òmust advocate a
form of association which will not impede the
realisation of the Community and the execu-
tion of its essential tasksÓ.25 The ÔCommunity
firstÕ approach became the dominant view of
the Commission. Equally permanent has been
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the interpretation that the Commission is the
institution for dealing with the Third
Countries.

Along these lines the Community produced its
ÒFirst Memorandum concerning the problems
raised by the establishment of a European
Economic AssociationÓ in February 1959. It
started from the notion that in order to create
a free trade system; certain preconditions
must be fulfilled. And since no agreement on
these has been achieved, the whole process
was blocked.26 Stanley Henig has argued
that the Community actually indicated that
the members of the free trade area must
accept the Treaty of Rome more or less in its
entirety. 27 This interpretation further
strengthened the attitude of ÔCommunity firstÕ.
Another addition to the Community approach
was that the eventual European solution must
be viewed as a part of a global arrangement
to the liberalisation of trade. This obviously
was an addition, which created further obsta-
cles to the creation of a free trade area.

As a concrete follow-up from the First
Memorandum, the Council of Ministers nomi-
nated a Special Committee, consisting of the
representatives of the Member States and the
Commission. The Committee, also known as
the Rey Committee, submitted its own
Memorandum in September 1959.28 On the
basis of the proposals of the Committee, the
Council proposed the establishment of a
European Contact Committee to study the
flow of trade between European States and to
single out those sectors where trading difficul-
ties seemed to emerge and to find out solu-
tions and propose remedies.29 The multilat-
eral approach employed by the Community
during the first years of its trade policy was
stressed by the active participation of the
Commission to the economic conference
between the OEEC countries, the United
States and Canada in Paris in early 1960.30 As
a result of the conference the OECD was later
established.

In the ÔCommunity firstÕ approach to the inter-
national trade liberalisation the special posi-
tion of EFTA countries was recognised, as a
matter of priority as soon as EFTA was estab-
lished. The relationship was in particular dealt

with by the Committee on Trade Problems
within the OEEC which implied that contacts
between the two integration organisations did
not take place on an institution by institution
basis. The matter was regarded as an associ-
ation problem. This approach was adopted
already in 1957.

Association approach turned gradually into an
accession approach towards the end of 1960,
in particular in unofficial bilateral talks
between Great Britain and various individual 

Community nations. While unofficial talks
aimed at studying more general lines of con-
vergence, the Committee of Trade Problems
discussed the practical matters of trade liber-
alisation in Western Europe. The atmosphere
of these deliberations was favourable since
trade between the two integration institutions
expanded. This led the Community to state in
its Fourth General Report:31

The application of the United Kingdom for a
membership in the European Community in
August 1961 marked an end to the association
approach. The British application was followed
by a similar action by the Danish government.
In a few months period Austria, Sweden and
Switzerland applied for association on the
basis of Art. 238 of the Treaty of Rome.32

NorwayÕs application for a membership was
submitted in April 1962. These events started
a period of accession negotiations, which

ÒThus the economic expansion of the Community
has proved a factor of prosperity for other
countries and in particular for the European non-
member countries. The diversions of trade so
greatly feared in some quarters have not
occurred or have been largely compensated by
an intense expansion of the CommunityÕs foreign
trade. It is moreover characteristic in this
context that despite the establishment of the
European Free Trade Association the relative
importance of the Community in the foreign
trade of the Seven was maintained and even in
most cases increased from 1959 to 1960Ó.

32 Fifth General
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pp. 217-225.
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resulted in the first enlargement of the
European Community in the early 1970s.

During the first round of accession negotia-
tions (1961 - January 1963) the Community
took a clear stand: ÒIn no field could a treaty
rule become the exception and the exception
a ruleÓ.33 The essence of the Community
approach was that it was not prepared to
make any concessions concerning the funda-
mental aims of the Community. The
ÔCommunity firstÕ attitude was made even
stronger by adding an argument Òtake or
leaveÓ to the CommunityÕs tone.

The approach was supported by the
CommunityÕs preoccupation of negotiating on
one thing at a time. This attitude was primar-
ily meant to discourage the British govern-
ment to bring the Commonwealth dimension
into negotiations. The Community drew a line
between the respective applicant countries
and their prior obligations. This was extended
to cover EFTA dimension as well. In particular
Great Britain pointed to this dimension while
Denmark brought up the question of Nordic
labour markets as well.34 In general it was
fairly obvious that the EFTA dimension was
not in the forefront of negotiations in 1961-
62: it was generally assumed that the British
membership had a clear priority in the
CommunityÕs view.

The CommunityÕs negotiating strategy was
also examined by the Parliament. Its approach
was on the line of the Commission and Council
at this point. The Parliament was ready to give
limited and temporary concessions in order to
get the accession process on move. However,
it called for an uncompromising attitude as to
the final objectives. Parliament was concerned
over the possibility that a rapid process of
accession might water down the process and
achievements of integration and decrease the
Community into a mere free trade area. This
was in particular a danger with neutrals seek-
ing association: neutrality would set limits to
their commitments in the EEC. The Parliament
expressed this suspicion in a rather outspoken
manner: Ò...it is not possible for a country
economically committed to the EEC not to
share without reservation its political aimsÓ.35

Stanley Henig sees a limited vision of the pos-
sibilities of the Treaty of Rome in the
ParliamentÕs report. The Report was basically
only concerned with two possibilities in the
EECÕs external relations: that of accession or
association. Henig points out that the Report
regards membership as a ÒnormalÓ type of
relationship for a European State. This implies
that European States should be ready to
accept also those political obligations, which
are due from membership. ÒOnly democratic
States are held to be eligible and almost cer-
tainly they must accept the basic political and
military alignment with the WestÓ argues
Henig.36 During the first round of accession
negotiations the use of Articles 111 and 113
did not yet emerge as viable options.

During the first round of accession negotia-
tions the EEC was in principle prepared for
enlargement being at the same time very con-
scious of the problems of enlargement. In
particular the British membership was poten-
tially a threat to the internal discipline of the
Community. The problems of adjustment
measures and the global obligations of Great
Britain became evident in the course of nego-
tiations. This was evident in spite of the dec-
laration of the British Government that it was
ready to fully accept the objectives of the
Treaty and the institutions created. The British
Government also tried to convince that it  was
ready to accept the common commercial pol-
icy, had no reservation concerning the elimi-
nation of internal tariffs and was even ready
to join the common agricultural policy.37

This was reflected in the Commissions Report
to the Parliament in March 1963. The report
pointed to the achievements in integration as
an important factor in determining BritainÕs
commitments. The Commission argued that it
might be easy to agree with the provisions of
the Treaty but that at the same time Members
have an obligation to what has been achieved
since its signature. The future was in
Commissions view at least as important as the
past. 38 But on the other hand negotiations
with Great Britain compelled the Community
since they brought to the surface certain
issues sooner than otherwise would have hap-
pened. For instance, Britain had world-wide
responsibilities, which made the Community
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aware of the importance of such commit-
ments.39 

After the suspension of negotiations new con-
tacts were established through the Council of
Ministers of the Western European Union. For
a number of years this organisation played an
important role in maintaining a dialogue
across the Channel. The topics of regular con-
tacts did not only cover trade and economic
matters but purely political issues as well. The
Commission asked to be involved when mat-
ters discussed fell into the CommunityÕs areas
of competence.40 Still the method of staying
in contact was intergovernmental more than
Community based: the EEC had at that time
not acquired necessary powers to speak for its
Members in matters outside its immediate
competence.

With Denmark the follow-up of broken negoti-
ations was organised through bilateral con-
tacts at ministerial level, on DenmarkÕs pro-
posal. Negotiations on association were very
much at an initial stage when British -
Community negotiations failed. The only
exception was Austria with which the
Community went on in discussions. The rea-
son was that the Council recognised Austria as
a case apart: a special case because of
AustriaÕs neutrality, close economic ties with
the Community and her State treaty.41

The second round of negotiations was initiated
in May 1967 when Great Britain, Denmark and
Ireland renewed their former applications for
membership. Norway followed in June, and
Sweden did the same by asking participation
in the Community in any form, including
membership, asking however, reservations for
her neutrality.42 This time the Community was
much more precise on the principles and
terms of entry although consensus on these
terms was fragile.

The Commission, on a request by the Council,
issued its preliminary opinion on the terms of
accession in October 1967. Its starting point
was that new members have to accept the
arrangements adopted by the founders of the
Community before entering it. The
Commission pointed in particular to four basic
facts:43

¥ the Community customs tariffs, including
provisions made during the Kennedy
Round negotiations and their gradual
application;

¥ the basic principles of common policies and
provisions for their implementation;

¥ the contractual obligations of the
Communities towards non-member
States;

¥ the institutional machinery of the
Communities as established by the Treaty.

Since The United Kingdom was the principal
applicant country the Commission pointed to
special problems of a possible accession.
Among these was a direct reference to the
relations to be established with those EFTA
countries which did not join the Community.
In the CommissionÕs initial policy towards
enlargement the need not to hamper the
CommunityÕs achievements by possible acces-
sions was stressed. The approach was cau-
tious but positive in principle. This was later
emphasised by the Commission in its state-
ment after the CouncilÕs non-decision in
December 1967. The Commission stressed
that the applicant countries must be given a
hearing and that the Community should
negotiate with them.44

On the basis of national memoranda and
Council discussions the Commission worked
out a proposal for general lines to be followed
in the accession process. The idea was to
reach an agreement, which could pave the
way to a membership in a later phase. This
agreement was meant to help the British
adaptation and to align the prospective
Member-States to the Community system.
Such an arrangement should not, in
CommissionÕs view, be limited to trade only
but also to co-operation in science and tech-
nology. It was also designed for a limited time
period. The CommissionÕs proposal also asked
the Council to strengthen the CommunityÕs
own structures and policy implementation
procedures.45
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Remarkable differences of opinions between
the Member-States, most notably between
France and other members gave impetus to
this kind of an interim solution. Its aim was
undoubtedly to win time and keep negotiation
contacts open. But on the other hand the
problems of the British economy in the mid-
1960s also supported an idea of an adaptation
plan. Finally, the disagreement inside the
Community was a threat to the proper func-
tioning of the EC in general. This was in par-
ticular a source of concern for the Benelux
aide-memoir in 1968 and to the Italian pro-
posal. 46

In a new situation, after the resignation of
President de Gaulle, the Commission issued a
revised opinion on enlargement. Its point of
departure was very much in line with the opin-
ion expressed in 1967: the Community must
be internally strong in order to meet the chal-
lenges of the accession and nothing in the new
situation may hamper achievements gained so
far.47 The idea of parallelism between internal
cohesion and enlargement was later empha-
sised by the Commission. The Commission
actually went further by arguing that enlarge-
ment actually was a part of strengthening the
Community and a step towards a political
union.48 This aspect became even more pro-
nounced after The Hague Summit meeting,
where enlargement was bound to new political
aims of the Community.

These elements constituted the Community
approach to the accession also during the
actual negotiation process. In summary, the
Community approach rested on three princi-
ples:

1. The existing Community order shall not be
affected by the accession: this concerns
both the basic rules and treaties and
achievements made so far in integration.

2. Necessary adjustment measures must be
carried out in the form of transition: the
burden to adjust is taken by the applicant
States, not by the Community order.

3. Negotiations with the applicant countries
must be conducted on the basis of uni-
form principles; the accession treaties
should come into effect simultaneously.

2. The European Free
Trade Area  

2.1. The Framework

The mapping of the areas of common interest
between the Community and EFTA dates back
to the mid-1960, i.e. to the accession phase.
The first items of common interest were listed
jointly by the Commission and the EFTA
Secretariat in December 1965, on the initia-
tive from EFTA. The list of technical questions
was drafted in respect of which the two organ-
isations may compare and confront their
experiences and the lessons they have
learned. It was not regarded as a list of areas
of co-operation but as a mapping of items
where the organisations had common experi-
ences. The list included a wide range of
issues:49 effects of integration on consumer
prices, turnover taxes, regional development,
State aids, international comparability of
statistics, national accounts, medium-term
economic prospects and standardisation and
harmonisation of technical laws and regula-
tions.

The list of common interests may be divided
into two groups. Firstly, there are macroeco-
nomic effects such as medium-term economic
prospects, effects of integration on consumer
prices and regional development. The second
group consists of more technical matters,
which may be interpreted as potential areas of
concrete co-operation. It should be stressed,
however, that in the CommunityÕs view co-
operation in these matters was not yet on the
agenda. The accession alternative was at that
time still the prevailing approach to EFTA.

The Òco-operation with EFTAÓ phase gradually
began to make a breakthrough as a
Community term by the end of the 1960s. Its
final inception took place, when the free trade
approach was adopted in 1969. During the
accession negotiations the Community in its
various documents listed 14 areas of co-oper-
ation.50 EFTA gained  gradually a special posi-
tion in the external relations of the European
Community. In the early 1980s the special
relationship was officially recognised.
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Free Trade Agreements between the European
Community and those EFTA countries, which
did not apply for Membership of the
Community (Austria, Finland, Iceland,
Sweden and Switzerland) or whose
Membership was not made possible (Norway)
were signed in 1972 - 1973. From 1973 until
the mid-1980s EFTA-EC relationship was from
its essential parts based on bilateral agree-
ments between individual EFTA countries and
the Community.  These treaties were basically
identical although some national differences
exist. Their main aim was to promote and
institute free trade in industrial goods. They
had a general transitional period of four years
so that free trade was to be established by
July 1, 1977. For some products an additional
transitional period was allowed so that free
trade was effective in all goods on January 1,
1984.51

The six bilateral treaties covered extensively
trade in industrial goods where no new cus-
toms duties were allowed to be introduced
and where the existing duties were to be abol-
ished progressively. These measures also cov-
ered financial duties (Art. 4) and charges
equivalent to customs duties (Art. 6). Also the
introduction of new export duties was prohib-
ited and those existing were to be abolished
(Art. 7). Treaties also define the conditions
concerning the use of internal taxes and
define the rules of competition (Art. 23). The
treaties were supplemented by three proto-
cols covering the list of sensitive products,
processed foodstuffs and the rules of origin

The Treaties were administered through Joint
Committees (Art. 29).  The six Joint
Committees were bilateral bodies between the
Community, represented by the Commission,
and individual EFTA countries.  Their functions
included the duty to make recommendations
and take decisions in the cases where the
Treaty mandated them to do so. The
Contracting Parties in accordance with their
own rules had the responsibility to make the
decisions of Joint Committees effective. No
multilateral administration or implementation
was involved. The Joint Committees served as
platforms where the Signatories exchanged
information and maintained consultations.
Decisions were taken by mutual agreement. 

Free Trade Agreements, with the exception of
the one between Finland and the Community,
included an evolutionary clause. It contained
a common desire to develop the relationship
beyond what is defined in the treaty if either
of the contracting parties feels such an evolu-
tion would be useful. A contracting party was
also given the possibility to instruct the Joint
Committee to examine such a proposal and
thereafter make recommendations, if appro-
priate, to the Parties on desirable actions.

A standard argument during the first two-
three years of the agreements was that they
were Òrunning satisfactorilyÓ,52 that agree-
ments were working without problems and
trade developing satisfactorily53 and that
even during the economic turmoil agreements
were Òoperating normally in spite of the pre-
sent difficult international economic situa-
tionÓ.54 The issues discussed in the Joint
Committees were of four main types.
Naturally purely bilateral issues had the prior-
ity.  Usually the Joint Committees dealt with
problems of certain products55 whose trading
conditions were in the interest of the parties.
Fishing problems with Norway56 and
Iceland,57 footwear and paper with
Sweden,58 tights and paper with Austria.59 At
the height of the steel crisis of the Community
in the late 1970s Joint Committees were
loaded with the issue. 

In bilateral issues the Joint Committees per-
formed conflict management functions. They
were purely political institutions, taking deci-
sions on a consensus method and had no legal
rights in interpreting the basic treaties. In the
early years of the free trade system the safe-
guard measures and the list of sensitive prod-
ucts created most of the conflicts in the Joint
Committees. In the 1980s again matters of
competition and origin rules become more
focal.

The second type of matters discussed in the
Joint Committees consisted of the extension
of the treaty provisions beyond what was
actually written in the Treaties. Among the
first issues discussed was the simplification of
customs formalities. The issue was taken up
by a Commission Memorandum in 1974. It
proposed certain simplifications concerning
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the declaration of the origin of the goods for
Òapproved exportersÓ.60

Consequently the Joint Committees took up
the problem of Òstreaming administrative and
customs formalitiesÓ.61 It was followed by the
problem of the origin rules62 and later for
instance the problem of State aid was taken
up. In the sphere of these issues the Joint
Committees still act in the core of the Free
Trade Area, i.e. in matters directly stemming
from the free trade treaties.

The problem of the system of origin rules is a
good example. They are a part of the treaties
and their functioning has been from the very
beginning somewhat controversial. It was also
taken up in the examination of the Free Trade
treaties by a GATT Working party. This proce-
dure is called for by the rules of GATT on the
basis of Art. XXIV. The examination brought
up, not unexpectedly, reservations of some of
the GATT countries towards free trade
arrangements in general.

The evolution of the free trade system in gen-
eral was the third issue discussed in the
Committees. From the very beginning the
meetings often referred to the value of closer
co-operation between EFTA and the
Community.63 The need to take further steps
was regarded to be even more important dur-
ing the economic problems:  Òfree trade
should not be jeopardised but further devel-
opedÓ.64 The joint Committees also expressed
confirmation that co-operation between the
Contracting Parties should be consolidated
and extended.65

The Contracting Parties stressed also the need
to take the full use of the Joint Committee
system by calling for full exploitation of the
existing consultation procedure. A step for-
ward was the practise to have one of the two
annual meetings at a ministerial level.66 This
was politically important since it reflected the
political value addressed to Joint Committee
meetings by the Parties and increased the
importance and relevance of the Joint
Committees as such. But first of all it further
extended the range of matters discussed.
Political consultation became a major element

of bilateral contacts between the EFTA coun-
tries and the Commission. By 1987 all the
EFTA countries had adopted the procedure.

The fourth function of the Joint Committee
system has been to discuss general economic
matters. These topics were taken up already
since the mid-1970, first of all as a conse-
quence of the crises of the world economy.
This became even more topical when the
meetings were held on a ministerial level. The
issues discussed have expanded from purely
trade matters to Òan exchange of views on
external economic relations in generalÓ.67 In
the 1980s protectionism and its potential
threat to the working of the free trade was
often on the agenda. 

In addition to the Joint Committees contacts
between various departments of the
Commission and relevant national bodies of
the EFTA countries expanded. Contacts were
informal by nature and provided possibilities
for the exchange of information whenever
there was a need in the mutual interest of the
parties. The network of contacts represents
the pragmatic parts of the relationship, which
is often regarded as a trademark for the whole
FTA system.

During the FTA Ðperiod also contacts between
EFTA bodies and respective Community
organs emerged. Their purpose was to
exchange information on issues, which are
relevant for the working of the free trade
treaties. The Consultative Committee of EFTA
established co-operation links with the
External Relations Section of the European
CommunityÕs Economic and Social Committee
in 1977.68 A similar contact was established
between the Committee of Members of
Parliament of the EFTA Countries and the rep-
resentatives of the European Parliament in
1981.69

Although the network of contacts aside from
the Joint Committees has been purely infor-
mal by nature, its importance was recognised
by all parties involved. The issues of Second
Generation Integration called for communica-
tion and exchange of information in broad
areas of economic and trade matters.
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Although this extension of contacts did not fit
into a strict interpretation of the free trade
treaties, it became every-day practice of the
evolution of the FTA.

2.2. The EFTA Approach:
Second Generation  Integration

To a great extent the aims of EFTA in bridge
building were achieved through the signing of
the free trade agreements. EFTA had lost two
members but at the same time the
Association became more egalitarian: it con-
sisted of small, mostly highly industrialised
and mostly neutral countries which had com-
mon views in many questions of international
economic relations. The persistent aim of a
single market was also achieved, at least par-
tially, in the form of a free trade area.

Very soon, however, it became evident that it
was in the interest of EFTA countries to
develop further the Free Trade Area (FTA).
Already in the Ministerial Meeting in May 1975
EFTA pointed to the simplification of origin
rules70 and in the next meeting a reference
was made to the potential of the existing sys-
tem.71 In the next Ministerial meeting a refer-
ence was already made to the fact that Òsev-
eral EFTA countries were in process of further
developing their relations with the
CommunityÓ.72

During the first years of the operation of the
FTA there was actually no EFTA strategy.
Instead its Member States expressed their
views on the working of free trade in Joint
Committee meetings and EFTA was used as a
body of exchange of information.  EFTA views
concerning the working of the free trade
treaties during the first years of their existence
was generally positive. The first evaluation of
the Ministerial Council in November 1973
already gave a positive account of them:73

A turning point in the EFTA Approach was the
issuing of the Declaration of Vienna in May
1977. The Council Meeting was held at the
level of Prime Ministers and its particular aim
was to review the progress of the FTA as well
as to give a push for the furthering of integra-
tion between the Community and EFTA. An
additional reason for this high level action was
the economic crisis in Europe which threat-
ened the liberal trading order and as such the
achievements of free trade. 

The declaration departs from the notion that
both EFTA and the EC are permanent elements
of European integration. Their relationship is
based on the notion of mutual interests and
interdependency. Since EFTA for its Member
States is increasingly an instrument of joint
consideration, its strengthening was stressed.
The EFTA  Ministers proposed three ways to
increase the existing co-operation between
EFTA and the Community:74 the Council called
for an increased exchange of information, for
closer consultations on economic questions,
and,  where appropriate, proposed co-ordi-
nated efforts to secure free trade and to
improve the general economic environment.

The most important feature in the Vienna
Declaration of 1977 was that the Ministers
start from the assumption that EFTA is a per-
manent element of Western European integra-
tion and no reference to possible accession
was made. On the contrary, the Declaration
argues:75

ÒThe agreements in force were functioning well; useful
work had been done, inter alia, with regard to the
application of the rules of origin, and the meetings of the
Joint Committees set up under the Agreements had been
characterised by a spirit of co-operationÓ.

ÒIt (i.e. EFTA) will continue to be a useful and flexible
instrument for the participating governments in the pursuit
of their objectives regarding European free trade and
economic co-operation....They will make use of it as a
forum for joint consideration of wider European and world-
wide economic problems in order to make a constructive
contribution to economic co-operation in international fora.Ó



1 4

76 15th Annual Report of
EFTA, 1975, p. 46

77 Blankart, F.
ÒThoughts of the ÔSecond

GenerationÕ of
Integration ProblemsÓ,

EFTA Bulletin, 1978, 
vol. XIX: 9-11. 

78 23rd Annaul Report of
EFTA 1984, p. 56.

The idea of EFTA as an instrument of its mem-
bers is here strongly stressed. Although this
has been done also previously the Vienna dec-
laration extends EFTAÕs role from an instru-
ment in negotiations into an instrument of
joint consideration. The first step in this direc-
tion was taken in 1975 when the ministers
decided to take more use of the Association
for consultations also in other economic mat-
ters than trade.76

As an indication of institutional development
the Committee of the Members of Parliament
was established. Institutionally thus EFTA,
starting from a very modest framework in
1960, had by 1977 a structure which resem-
bled that of the European Community.
Remarkable differences, however, still existed
in the decision-making powers of different
bodies. Perhaps the most remarkable distinc-
tion was that EFTA had no legal supervision
comparable to the European Court of Justice.
Supranational elements were excluded from
its structure. On the other hand, one may
argue with good reasons that EFTA had
changed from association towards community
by adding channels of political support into its
structure.

The years from the Declaration of Vienna in
1977 up to 1984 marked increasing determi-
nation from EFTAÕs side to develop the idea of
the second-generation integration. The con-
cept emphasised that the problematic of free
trade had actually passed traditional trade
issues, which motivated the creation of free
trade in Europe in the late 1950s.77

The list of ten areas of co-operation served as
a basis for the EFTA view on the future of free
trade. EFTA was, however, much less precise in
making lists of possible areas of co-operation.
This cautious approach had several reasons.
The first and most important was that EFTA did
not develop into a multilateral association but
remained as an intergovernmental institution.
This implied that the evolution of the free trade
was left very much to the Joint Committees
where individual Member States picked up rel-
evant issues. 

Another explanation is that EFTA still concen-
trated in developing its own principles in many
areas listed in the Vienna Declaration. There

was not an ÒEFTA viewÓ available in most of
the areas. The third reason for the low EFTA
profile obviously was that EFTA as an organi-
sation mainly reflected the dynamics of inte-
gration in the Community. This was expressed
in many ministerial meetings through con-
stant references to the need to follow the
development of the internal market of the
Community. In fact the areas of evolution
were identified as a reflection to what hap-
pened in the Community. This was concretely
expressed in the Ministerial Meeting in Bergen
in June 1983:78

EFTAÕs role in the evolution of the FTA system
was a complex one. On the one hand EFTA
was very active in keeping alive the idea of
common interests and the need to intensifica-
tion of co-operation but at the same time its
proposals as an institution were modest and
less concrete with the exception of origin
rules. Other remarkable exceptions were the
strong internal regimes of testing and mutual
inspection. Those became increasingly
schemes for Western European co-operation
at large.

The concept of second generation had two
dimensions. For the first it covered new areas
of integration which became focal after the
achievement of the free trade target. The aim
of the inclusion of new areas into integration
was to avoid the rise of new restrictions into
the trade in matters not covered by the
Treaties. But on the other hand, the concept
has also a more political connotation: how
should the EFTA countries approach the new
situation? In describing the challenges created
by the new phase of integration Franz
Blankart takes up the crucial question of EFTA

ÒThey (i.e. the Ministers) expressed the
hope that solutions be found which will
take into account the particular nature of
the relations between the EFTA countries
and the Community. They affirmed their
willingness to expand co-operation with
the Community in all fields of mutual
economic interest. They reiterated their
wish further to eliminate technical barriers
to trade.Ó
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strategy: what role should be given to EFTA
and co-operation within it in regard to the
purely bilateral nature of the free treaties. In
other words, should the EFTA countries first
discuss the matters of new integration phase
within EFTA in order to have a stronger posi-
tion in their bilateral dealings with the
Community, or, should EFTA countries first
approach the Commission and then try to find
out common positions and strategies.79

Answers to these questions developed gradu-
ally. One can summarise them by arguing that
EFTAÕs strategy had four major elements dur-
ing the free trade period. The first element
was the notion that EFTA is a permanent ele-
ment of the European Free Trade Area. A pas-
sive interpretation of this notion is that EFTA
was not any more regarded as a waiting room
to the EC by it members.  Its role was seen in
more active ways by stressing that EFTA was
the most flexible and useful instrument for its
members and that ÒEFTA countries are mak-
ing increased use of the Association as a
framework for consultations on subjects of
common economic interestÓ.80 EFTA was also
seen as an instrument of negotiations on a
multilateral basis between the Association and
the Community wherever suitable. EFTA was
thus not only seen as a body for multilateral
dealings between its Member States but also
as an active participant in itself.

The second element in the EFTA approach was
a strong commitment to the EC-EFTA co-oper-
ation. EFTA already developed in the
Declaration of Vienna the interdependence
argument: co-operation between the two bod-
ies is fruitful because of interdependence.
Later the argument was made more explicit
by adopting the trading partner argument:
EFTA and the EC were the most important
trading partners to each other.81 This point
was later stressed by arguing that the rela-
tionship was a viable instrument in a period of
economic turmoil.82

Obviously these points served two purposes:
they were made for internal use inside EFTA to
convince the Member States that the develop-
ment of the FTA was in the interest of both
partners. But primarily these arguments were

made for the Community, which did not react
very actively and precisely, to EFTA proposals.

In defining the forms and content of co-oper-
ation EFTA stressed reciprocity and mutually
satisfactory solutions to problems which orig-
inate from the relationship.83 The EFTA
approach did not call for permanent institu-
tional links with the Community. Instead,
EFTA stressed the flexibility of the relationship
as a benefit. It was also willing to go beyond
the limits of existing treaties in order to
secure the future of the relationship:84

The areas of co-operation remained in EFTAÕs
view very much the same as defined in the
Declaration of Vienna. In reviewing the situa-
tion of the FTA the EFTA Ministers made in
May 1979 a distinction between areas where
common action was appropriate and where
the exchange of information was needed. The
rules of origin, removal of technical barriers
and trade mark law were identified as issues
where common approach was needed while
monetary matters and economic policy mat-
ters were identified as areas of exchange of
information.85

Monetary issues and economic policy were
new elements in the FTA and marked an
expansion of the EFTA view on the scope of
free trade. The role of EFTA was increasing in
these matters in its internal integration and
thus extension of areas was both possible and
needed. The same argument was later
repeated by the Ministerial Declarations.  

The third important element of the EFTA
approach during the Free Trade Area phase
was that EFTA countries reacted to particular

ÒIn order to secure and develop free trade, constructive and
mutually satisfactory solutions have to be found in due time to
problems wherever they arise. They share the CommunityÕs
view on the importance of increased economic co-operation
within Western Europe, and suggest that possibilities and
methods should therefore be explored, both individually and
collectively, on a pragmatic and reciprocal basis, of enlarging
it further both under the FTAs and in other fields not directly
covered by them.Ó
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tendencies inside the Community. This intro-
duced the policy of adjustment: EFTA coun-
tries found it increasingly important to adjust
themselves to the internal dynamics of the
Community. Such issues were for instance the
strengthening of the internal market and the
introduction of the European Monetary sys-
tem. Increasingly also high technology pro-
grammes of the Community called for forms
and measures of adaptation.

The initial reaction to the idea of internal mar-
ket of the Community was a hope that the
special relationship between the Community
and EFTA could be recognised.86 Obviously
the establishment of an internal market was a
potential threat to EFTA countries. Their reac-
tion reflected the fear of new obstacles to
trade. The call for a special relationship,
together with readiness for co-operation in Òall
fields of mutual economic interestÓ must be
seen as a message to the Community.

Finally, the EFTA approach also implied that
areas of mutual interests and action in inter-
national economy should be discussed
between the Community and EFTA. Such mat-
ters are for  instance strategies to overcome
the economic crises in Europe  or common
interests in the GATT. Also the rise of protec-
tionism became an element of the EFTA
approach. EFTA saw an element of partnership
in global issues as a distinctive element of the
relationship.  

2.2. The Community Approach:
Special Relationship

Throughout the 1960s the Community basi-
cally saw two options for European non-mem-
bers: either they should become members of
the Community or be associated to it. During
the Second round of accession negotiations
Great Britain, Denmark and Norway among
the EFTA States applied for unconditional
membership. Sweden requested participation
in the Community with a reference to her neu-
trality, Austria, Finland, Portugal and
Switzerland, by anticipating changes in the
integration arena, all approached the
Community with requests for trade arrange-

ments. The situation arising from the fact that
not all EFTA Members applied for membership
was recognised by the Community in the
Hague Summit Meeting. The Final
Communiqu� agreed that... Òas soon as nego-
tiations with the applicant countries have
been opened, discussions will be started with
such other EFTA member countries as may
request them on their position in relation to
the EECÓ.87 The Council set the guidelines for
negotiations with the remaining EFTA coun-
tries in June 1970.

The CommunityÕs position was based on the
ÔCommunity firstÕ argument: the solutions to
the coming problems must safeguard the
autonomy of powers of the Community, its
common policies, efficiency and finally the
prospects of its future development. In addi-
tion, the CouncilÕs guidelines stressed that
possible undertaking must be in accordance
with GATT provisions.88 The Commission view
for negotiations with the remaining EFTA
countries was formulated in its Opinion in July
1971.89 The document started from the
notion that although the remaining EFTA
countries were not ready to assume the obli-
gations of membership, they would in any
case become subject to decisions taken by the
Community. 

The Commission reminded EFTA countries of
the fact that they would have to conform to
decisions in whose formulation they had no
part. This was a reference to a doctrine of
direct effect, whose origins were at sight. This
argument was motivated by noting that the
elimination of trade should be linked with pre-
vention of the deflection of trade and the dis-
tortion of competition. All measures should in
the CommissionÕs view also respect a balance
between obligations and benefits.

The Commission outlined the Community atti-
tude in the form of a choice: either it refused
to remove obstacles to trade between the
Community and EFTA or retained and
extended to the enlarged Community the free
trade system of EFTA. The Commission pro-
posed a temporary system by extending the
existing status quo by two years in order to
see how the system would work and how the
CommunityÕs external relations developed.
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The Commission also touched the institutional
problem by proposing a single administrative
organ for each agreement. It also pointed to
the possibility of the EFTA countries to align
themselves autonomously and unilaterally to
the Community rule. This would not change
the contractual basis of the relationship in the
CommissionÕs view.

The Council adopted these views except that
it did not agree upon the two-year status quo
proposal. Instead it favoured the opening of
negotiations. The CouncilÕs model was based
on the use of Art. 113 of the Treaty of Rome,
in conformity with the GATT provisions of Art.
XXIV. Negotiations were opened in December
1971. Pursuant to Art. 113 the Commission
had the direct responsibility for the negotia-
tions. The Committee of Art. 113 through
which the four applicant nations were also
represented assisted it.90

The CommunityÕs free trade approach was
based on the principle that nothing in agree-
ments may contradict the autonomy of the
Community. The argument was that the
Community system is an integrated and inter-
dependent totality and that the Community
could not risk any aspects of its internal disci-
pline in agreements with EFTA countries.
Therefore it aimed at individual agreements
between the EFTA countries whereby the
future of free trade remained open and no
institutional commitments were assumed.
This approach was in line with the aims of
EFTA countries which, for their own reasons,
preferred to stay outside of institutional ties.

The ÔCommunity firstÕ principle was seconded
by a need to maintain the aim of a larger
European trade arrangement by avoiding the
division between the enlarged Community and
the remains of EFTA.91 The Community
referred to the European dimension in a
broader sense while motivating the arrange-
ment which certainly was not in conformity
with its initial starting point: that other poten-
tial Western European nations could either
become Members or associate with the
Community.

Quite obviously there were two reasons for
the adoption of the free trade solution. The
political reason was that the European

Community, by the enlargement, was in the
beginning of a politically dynamic phase. This
was marked by a series of Summit meetings
resulting in the establishment of the EPC in
1974. Already before that, in December 1973,
the Community adopted the statement of
European Identity, which reflected a new
approach to international relations.92

European identity involved in the statement
three elements: the common heritage, degree
of unity and obligations between the Nine, sec-
ondly, the CommunityÕs identity in relation to
the rest of the world and responsibilities
resulting from this. Thirdly, the dynamics of
future unification was seen as an element of
the European identity. Relations with EFTA
were obviously part of all these elements. The
statement noted that the community of Nine is
open to all European nations who share the
same objectives. This left the door open for
new members. In relations with third countries
the CommunityÕs identity was based on three-
principles.93

For the first, the Nine, acting as a single
entity, would strive to promote harmonious
and constructive relations with the third
nations but in ways which did not jeopardise,
hold back or affect the will of the Nine in their
work towards the European Union. The second
principle was associated with European iden-
tity. When negotiating collectively the distinct
nature of European identity should be
respected. Thirdly, in bilateral contacts with
other countries the Nine should increasingly
act on a basis of common positions.

The statement had no direct reference to EFTA
but it points several times to other European
nations with which the Nine intended to
strengthen its links. The three principles are,
however, seen in the statements and declara-
tions issued by different Community institu-
tions during the free trade period. The first
includes the ÔCommunity firstÕ idea; the sec-
ond refers to the institutional division of
labour, which in EFTA relations stressed the
role of the Commission as a representative of
the Community interest. The third principle
was as well repeated during the negotiations
with EFTA countries. It is impossible to say
whether EFTA relations served as a model for
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the formulated policy but one is tempted to
argue that the CommunityÕs relations with
EFTA serve as a test case for the new
approach.

The economic reason was also obvious. By the
time of the opening of the negotiations with
EFTA countries not seeking accession the
value of trade with the EFTA countries repre-
sented 24.8 per cent of the CommunityÕs
external trade. In 1973, at the time of signing
the free trade agreements EFTAÕs share was
20.9 per cent of the external trade of the
enlarged Community. In addition to trade fig-
ures geographical reasons made the Alpine
EFTA countries very important for the
Community in particular in transport policy
matters.

The Community initiated a systematic review
of the functioning of the free trade system in
1978. This policy was a reaction to the initia-
tive given by EFTA in its Ministerial
Declaration in 1977. The Council adopted the
view that in principle the Community was
ready for additional co-operation beyond the
free trade agreements when both parties
regarded such actions as desirable and if a
mutual interest for such co-operation
existed.94 In addition the Council asked the
Permanent Representatives Committee
(COREPER) to report on the development in
the FTA system on an annual basis.

The CommunityÕs policy was based initially on
the common understanding of issues which
were in the mutual interest of the Community
and each EFTA country. The Community, pre-
occupied in its external relations with the sec-
ond enlargement and the ongoing negotia-
tions of Lom� III, did not show much interest
in making political commitments to the EC-
EFTA relationship.  The Community policy
towards the further development of the EC-
EFTA relationship was gradually intensified by
the mid-1980s.

For the purpose of future co-operation the
Council set up guidelines for the actions of the
Community institutions. The guidelines were in
the first phase linked to specific issues appear-
ing on the agenda. They also reflected, how-
ever, more general principles, which the
Community adopted in its relations with EFTA.

For example the guidelines for discussions on
the rules of origin describe also the Community
principles in general. The council instructed that
any amendment to basic provisions should help
Community exports, should not have negative
effects on the Community economy, should not
lead to new administrative complications and
should also take account of possible effects on
other preferential agreements concluded
between the Community and non-member
countries. 95

The Community showed interest in developing
the EC-EFTA relationship under the condition
that no harm was done to the Community
exports and economy and that measures
taken should consider possible effects to sim-
ilar accords with other third countries. The
same tone was also used in technical barriers
to trade: the Community proposed its own
Directives already in force for the basis of fur-
ther negotiations.96 In trademarks the
Community offered its own trademark system
for EFTA countries. In patents it offered that
EFTA Countries could participate in the
Luxembourg Convention. In the Field of eco-
nomic and monetary policy the Community
offered a possibility for EFTA countries to
become associate members of the EMS.97

The first annual COREPER reports reflected
strict interpretations of the CommunityÕs actor
capabilities. Existing internal regimes were
offered as bases for further evolution.
Establishing common views on multilateral
issues was another suggested line of action
for EC-EFTA co-operation. The COREPER
referred specifically to those multilateral
treaties and negotiations which may have an
effect on the EC-EFTA relationship. The first
report already proposed the study of the
range of mutual interest in establishing close
co-operation in various multilateral bodies.98

In the same spirit the Community proposed
studies on the possible effects and applica-
tions of various GATT provisions to the EC-
EFTA relationship in trade of agricultural prod-
ucts and the application of the GATT code of
standards.99 But, for instance, in one of the
key areas of the Second Generation
Integration, in technical barriers to trade, the
CommunityÕs policy started from its internal
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regimes. Accordingly, in its 1980 report, the
COREPER proposed that the Community
should prefer a policy leading to Òalignment of
the EFTA countries on the harmonisation
already existing within the CommunityÓ.100

The idea of a special relationship between the
Community and EFTA began to emerge in
1981-82. The 1981 COREPER report strongly
highlighted the importance of the EFTA rela-
tionship as a trading area. It was defined as a
special relationship by noting that among all
preferential agreements concluded by the
Community only this system granted the
Community full reciprocity. This was regarded
to be all the more important since protection-
ist tendencies threatened to form barriers to
free trade.101

The statement of the Council of Ministers in
1982, commemorating the tenth anniversary
of free trade treaties, was a turning point in
the Community policy towards EFTA. First of
all the Council102 Ówould stress the very spe-
cial importance the Community attaches to its
relations with each of the EFTA Member coun-
tries, which are among its principal trading
partnersÓ

It also pointed to the stability and reliability of
the free trade system in a period when the
international economy was in turmoil calling it
a Òprecious assetÓ. Finally  the Community
stressed the political importance, which is
attached to the solidarity and co-operation in
the EC-EFTA relationship.103 The statement
was a new and firm political commitment to
the Western European free trade from the
CommunityÕs side. The commitment was later
restated and re-enforced on many occasions.
Guidelines were revised and a new list of pos-
sible areas of co-operation drafted in 1983. It
was finally made explicit in the Luxembourg
Declaration in 1984. 

3. TOWARDS 
THE EUROPEAN
ECONOMIC SPACE: 
TOO LITTLE TOO LATE?
A new phase in the EFTA - EC relationship
began by the first ever joint meeting of
Ministers from EFTA and the Community coun-
tries in Luxembourg in April 1984. The idea of
such a meeting came up already in the mid
1960s: the Ministerial Council of EFTA
regarded it as Òdesirable to seek to arrange
meetings at Ministerial level between the two
groups at the earliest opportunity which
offered prospects of a fruitful resultÓ. 104

The Luxembourg meeting was a logical step in
the evolution of the free trade framework.
Both parties had for several years stressed
the need to go beyond the treaty framework
in a great number of areas. The CommissionÕs
list of 25 areas of co-operation was an expres-
sion of that. The Community and EFTA had
different strategies in the evolution. The
Community stressed and identified concrete
issues where co-operation was desirable while
EFTA put more emphasis on the commitments
that the partners should assume in the rela-
tionship. In the Luxembourg meeting both
strategies were realised: EFTA got an outspo-
ken commitment from the Community and the
Community list of areas of future co-operation
was accepted by EFTA. 

The meeting and its declaration introduced
three principles into the relationship. The first
was the acceptance of multilateralism and
eventually also new institutions and working
methods. Multilateralism did not imply erosion
of the two integration models: free trade inte-
gration represented by EFTA and the common
market model of the EC. The second element
of the Luxembourg accord was political com-
mitment. This was strongly stressed by EFTA
in a number of its declarations and statements
since the Vienna Declaration. When the
Community finally accepted the idea it at the
same time recognised the special character of
the relationship. The third was the introduc-
tion of the elements of common market inte-
gration into the Free Trade System This aspect
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turned into the European Economic Area by
the end of the 1980s. 

3.1.  The Luxembourg
Declaration

The Joint Declaration105 outlined the basic
principles of the Luxembourg process. The
Declaration starts from the notion of achieve-
ments of the existing free trade arrangements
in spite of the turbulence in the international
economy, most notably protectionism. The
common message was that maintaining free
trade was a factor in economic growth and
recovery. No doubt the message of the
Declaration was bound to the time of its issu-
ing but it served as a basis for a more long-
lasting evolution as well. 

The wording used in the declaration spoke of
a certain hierarchy in the Luxembourg pro-
cess. The list of key areas was a combination
of traditional FTA issues and new elements.
At the top of the hierarchy are matters, which
directly stem from the free trade agreements,
from the core of free trade. In the interest of
a free circulation of industrial goods the
Ministers defined such key areas of the
Luxembourg process as the harmonisation of
standards, elimination of technical barriers,
simplification of border facilities and the rules
of origin: traditional problem areas of tree
trade in Europe. The Declaration also calls for
the elimination of unfair trading practices and
State aids that are contrary to Free Trade
Agreements. These questions had also been
on the agenda of EFTA-EC relations from the
1960s. Improving access to public procure-
ment was also on the list.

The simplification of boarder formalities and
elimination of unfair trading practices are
specifically examples of new issues. They
reflect the new dimension of the EFTA-EC
relationship, which was brought by the aim to
strengthen the internal market of the
Community. A specific area where co-opera-
tion was needed consisted of the research and
development sector, including the new ele-
ments of economic restructuring, i.e. telecom-
munications and information systems.

Another area of its own was co-operation
and/or consultation in transport, agriculture,
fisheries and energy. Consultation, contacts or
exchanges of information were presented in
areas of working conditions, social protection,
culture, consumer protection, environment,
tourism and intellectual property. In these
matters also co-operation with other interna-
tional fora was proposed. Finally, both sides
agreed to concert their policies in consolidat-
ing and sustaining economic recovery and
reducing unemployment.

The Luxembourg Declaration thus both
drafted an extensive list of dimensions of the
European free trade system and set priorities
and defined working methods for its imple-
mentation. The establishment of the working
methods is of particular importance. The var-
ious types of contacts from treaty provisions
to concerning gives a good selection of meth-
ods for the implementation of the EES.

The Declaration added one more element to
the EC-EFTA relationship. That is co-operation
and consultation in general economic policy
and trade matters in the international econ-
omy. Special references were also made to
monetary policy. Ministers also agreed to pur-
sue their common goals together in interna-
tional negotiations and fora, i.e. in multilateral
international co-operation. Although refer-
ences to these matters had also been made in
previous meetings and documents, the com-
mon declaration on them is a remarkable
extension of co-operation. Lastly, the
Ministers expressed their political will to work
towards achieving these objectives.

3.2. The EFTA View

The primary interest of EFTA countries in the
Luxembourg meeting was to get a political
commitment from the Community to the evo-
lution of the FTA. This was a long-term aim of
EFTA and as such a rather obvious aim: the
new phase of the Community integration,
characterised by the strengthening of the
internal market and the deepening of political
integration, was a potential threat for EFTA
countries. EFTA wanted to have both a politi-
cal commitment and a strengthened recogni-
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tion of the special relationship from the
Community side. In both of these EFTA was
successful.

EFTAÕs interpretation of the Luxembourg
Declaration was given at the end of May 1984
in the Visby Declaration. In the evolution of
the process the EFTA Ministers used the term
Ògenuine West European home market for
industrial goodsÓ when they supported both
the Luxembourg Declaration and the progress
towards the internal market of the
Community.106 Noting the great number of
issues involved in the Declaration, EFTA offi-
cials outlined a special EFTA Work Programme
for the Luxembourg Process.

EFTA priorities stressed the origin rules and
technical barriers to trade. They also under-
lined the importance of border control and
trade documentation.107 EFTA priorities
described well the nature of the process:  a
combination of traditional FTA issues and
emerging new areas, which were to a great
extent due to the intensification of integration
in the Community. EFTA priorities were since
1984 increasingly oriented according to
progress in the Community internal market
development and progress made in the HLCG.

The Communiqu� of the Ministerial Meeting in
May 1987 used the concept Òa homogeneous
and dynamic European Economic SpaceÓ108 to
describe the content of the process. The EFTA
concept stressed four concrete elements of
the EES:109

1. An improvement of the INST procedure for
the notification of new technical regulations
by giving it a legally binding procedure.

2. An extension of the system of mutual
recognition of tests, inspections and certifi-
cates, operating in EFTA, applied in the EES
as well.

3. Transparency of government aids by notify-
ing planned government aid measures in
advance.

4. Liberalisation of public procurement on a
reciprocal basis.

The list of four items was an ÒEFTA listÓ. In all
these areas EFTA was able to offer existing
regimes of its own. The INST procedure was

introduced in EFTA as early as 1965. The pro-
cedure, renewed in 1984, implies that the
governments have the duty to notify all new
regulations in advance of their implementa-
tion. The notification should be made as early
as possible and it should give essential infor-
mation on the content of the new standard as
well as explaining its relation to other interna-
tional standards.110

Another example of an EFTA regime in place
was the system of mutual recognition of tests.
By the mid-1980s as many as nine agree-
ments were in force. Some Community
Member States had even joined the EFTA
regimes. EFTA offered its procedures as mod-
els for future co-operation as well. In issues
outside the four areas named EFTA
Documents usually stressed the importance of
research and development.  

3.3. The Community view

The key issues in the transformation of the
actor role of the Community in the EC-EFTA
relationship are obvious. What contributed to
the emergence of the political commitment to
the FTA and, in particular, to the future evolu-
tion of the free trade relationship beyond it?
At least four factors seem to be relevant in
this consideration.

The first is the effective utilisation argument.
Its origins are in empirical studies which since
the late 1970s showed that Western Europe
was lagging behind Japan and the United
States. In attempting to explain the differ-
ences of performance between Japan and the
United States on the one hand and Western
Europe, EC and EFTA together on the other
hand, Michael Emerson pointed to four fac-
tors.111

The first reason was the much higher rise in
public expenditure in Western Europe than in
the two other capitalist centres of the world.
This led to a much higher taxation and to pub-
lic indebtedness as well. The second in
EmersonÕs list is the weakness of industrial
profitability where higher labour costs play an
essential role in his view. The third reason on
this list is the weakening of technological per-
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formance and finally as the fourth reason, the
failure to create employment. 

These arguments served as explanations as to
why Western Europe declined and why
macroeconomic policy matters were needed
to create new growth. The principal elements
of the new strategy adopted in the 1980s
were the targeting of resources for growth by
establishing new priorities, creating a unified
market in order to make the best possible use
of a large market and to strengthen the
CommunityÕs position in the international
economy by assuming a more active interna-
tional role for it. The ultimate aim was to
restructure the Community economy in order
to increase the competitiveness of European
firms internationally. This again called for a
number Community-wide sectional pro-
grammes. Examples of such are numerous
high-technology schemes, launching of an
industrial strategy, co-operative strategy as
an economic policy and common monetary
and financial policies.    

The Community saw the Luxembourg process
as an element of the effective utilisation of
resources available in Western Europe. All
Western European economies were in the
early 1980s in a similar position.  Very little
competition from the EFTA countriesÕ side was
expected but their efforts in many sectors
could improve the European Competitiveness.
In fact the EFTA countries saw high technol-
ogy programs as potentially profitable and
highly interesting and were interested in tak-
ing part in the Community efforts. 

The interests and expectations of both EFTA
nations and the Community Members coin-
cided in the new sectors of economic growth.
Co-operation rather than confrontation was
seen as a preferred strategy. 

The second factor explaining the CommunityÕs
commitment is the strengthening of internal
regimes. They gave the Community more
confidence in dealing with the EFTA countries.
The particular regimes in question were the
strengthening of the internal market and the
new commercial policy instrument. These new
elements could be seen as certain types of
confidence-building measures in the
Community. After so many years of unsuc-

cessful fight against economic depression and
diverging economies, these two regimes
implied some hope of a better and more effec-
tive future. This confidence was channelled
into the EC-EFTA relationship and gave a
background for the political commitment to its
future. The international economic turmoil
and the threat of protectionism as the third
factor point to the common ÒEuropeanÓ inter-
est in international trade issue in particular.
The Community was among the issues to
which the COREPER addressed in its first
report to the Council and the item has since
repeated common policy in the international
economy. The Community as the major part-
ner in the relationship regards itself as a capa-
ble representative of larger European inter-
ests as well: it has assumed a role of speaking
with the ÒEuropean voiceÓ.  In order to be able
to do that an outspoken European considera-
tion was needed. That again implies the
recognition of the existence and working of
the European free trade system. In this sense
the EC-EFTA relationship certainly is a show-
case for the Community. 

The completion of the Mediterranean  enlarge-
ment was the fourth element in explaining the
CommunityÕs actor role. It was assumed, both
in the Community and in EFTA, that the
Community of twelve had reached the limits
of enlargement for the immediate future.
EFTA, on the other hand, showed stability and
determination and all signs pointed to the
strengthening of EFTA. After the departure of
Portugal, EFTA was an organisation of visibly
Scandinavian and mostly neutral Òlike-
mindedÓ States for most of which membership
in the Community was, for political reasons,
out of the question. 

The fifth factor explaining the CommunityÕs
Commitment to the Luxembourg process was
the emergence of European Political Co-oper-
ation. One of the reasons for the failure of
Community integration in the crisis of the
1970s was that political integration failed.
When the new integration phase in the 1980s
began, an essential part of it was the
strengthening of the discipline of economic
integration. The Draft Treaty of European
Union as well as the Single European Act both
demonstrated that will. No doubt political
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integration improved the CommunityÕs actor
capabilities and as such contributed to the
political commitment in EFTA co-operation as
well.

The European CommunityÕs position in the
Luxembourg process was outlined in the
CommissionÕs Memorandum in May 1985. The
CommunityÕs participation was based on four
principles.112 For the first, The CommunityÕs
independent powers of decision must under
no circumstances be affected. This principle is
a new expression for the traditional
ÔCommunity firstÕ argument. The Community
made a clear distinction between the commit-
ments caused by membership and other pos-
sible commitments. 

The second principle established was that
progress in relevant fields of the EES must be
pursued parallel to the internal market. The
document refers in particular to the TBSÕs and
to the simplification of administrative docu-
ments, which are regarded as a logical exten-
sion of the Free Trade Agreements. But the
principle is also applicable to any issues and
sectors, which are in the realm of the internal
market. The internal market programme and
the White Paper of 1985 greatly influenced the
Luxembourg process.

The third position was that no specific field of
co-operation should be excluded automati-
cally. The Commission declaration refers
specifically to co-ordination in fields of trans-
port and environmental matters, which are
not traditional free trade matters but which
reflected the issues of the second generation
integration. The fourth principle was that all
the actions taken must be based on reciproc-
ity. Reciprocity, like the ÔCommunity firstÕ
argument, is a traditional Community argu-
ment. Community declarations stressed this
particular aspect since the two institutions are
so much different in their capacities that
reciprocity in legal terms at least is very diffi-
cult to achieve. 

4. Lessons of the Free
Trade Experiment
In creating a European Free Trade System in
the course of 30 years EFTA and the European
Community faced challenges but also received
many successes. Their relationship was a suc-
cess story.  They faced both the problems of
similarity and dissimilarity. Among the factors
of similarity the most important was the claim
for internal autonomy. The European
Community stressed from the late 1950s, i.e.
from the very beginning of its history, that
nothing in its relations with third parties may
limit the Community authority or affect the
obligations which the Member States have
assumed. This argument was stressed
throughout the history of the EFTA-EC rela-
tionship. We have called it ÔCommunity firstÕ
approach.  The CommunityÕs determination
was restated in numerous documents and pol-
icy statements. 

EFTA Ministers stressed the same argument.
They were not ready to take in this co-opera-
tion any obligations, which would have limited
the autonomy of sovereign States. But their
approach to the internal autonomy was com-
pletely different. The Community stressed the
autonomy of the Community, EFTA the auton-
omy of Member States. The autonomy of the
Community was based on the fact that the
Member States have taken obligations into
which the EFTA Members did not want to go.
The very reason of having two integration
organisations in Western Europe was that
EFTA Members were not ready to assume
responsibilities which would limit their
national sovereignties. They were also com-
mitted to avoid political obligations. The dif-
ferent interpretation of internal autonomy is
the single most important problem in the EC-
EFTA relationship.

Another problem of similarity was that both
partners had the tendency to see their own
internal regimes as a basis of free trade. The
tendency to stress existing internal regimes
as models of common regimes was in particu-
lar the CommunityÕs approach. When the
Community began to pay attention to the evo-
lution of the Free Trade Agreement system
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during the two last years of the 1970s it had
this view as its point of departure wherever
there were suitable internal regimes in exis-
tence. Another terms offered to EFTA was
alignment: EFTA countries should in the
CommunityÕs view align their norms with
those of the Community.

But EFTA was not free of the same tendency
either. Since it only had few internal regimes
such a policy had a limited scope of applica-
tion. However, in two very important issues of
free trade EFTA projected its own models: in
the field of origin rules and in reciprocal
recognition of tests. 

The problem of grey area issues is the third
type of similarity dilemma. Both EFTA and the
Community saw it somewhat difficult to enter
into areas beyond free trade in its traditional
meaning and which were not covered by the
Free Trade Treaties. Reasons for hesitations
were again different: the Community was cau-
tious of the impact of new areas into its
autonomy and internal cohesion. In particular
the European Commission was concerned of
the possible erosion of the Community
regimes through the FTAs.

EFTA for its part felt uneasy in going to areas,
which went beyond the Conventions of the
Association itself. The problem was the exten-
sion of pragmatism: how far one can stretch
this key concept without more precise rules of
procedure. The situation was actually the best
in issues which were functionally important
(like transportation, communication etc) and
which were not politically sensitive. They were
neither traditional free trade issues (origin
rules, TBSÕs) nor were they market oriented
issues.

The fourth problematic matter appeared to be
the international dimension of co-operation.
Declarations and also contacts between the
officials of both institutions covered interna-
tional economic relations rather extensively.
Themes like unemployment, economic strat-
egy or GATT negotiations were discussed
within the FTA framework. Obviously both
partners felt that the exchange of information
in these matters was important but making
co-operation operational created problems.
For EFTA countries the dilemma was sensitiv-

ity. Many of the global issues and matters of
economic policy co-ordination were not on the
agenda of EFTA. The FTA system went beyond
the competence of EFTA. Sensitivity was also
an issue for the Community but for different
reasons. Matters of international economic co-
operation were very much in the realm of
political co-operation where any possible com-
mitments to EFTA views were regarded as a
politically sensitive issue. The effective utilisa-
tion argument, however, called for extensive
dialogue with EFTA as well. Western European
States had common interests in matters of
international economic relations and this
called for political consultation.

There were also areas of dissimilarity: areas,
where the future of free trade was threatened
and even obstructed by the great differences
of approach. Two main differences appeared.
For the first, there was the unavoidable level
of commitment problem. In making the
European free trade system effective the
Community and its Members had to assume
less demanding and explicit obligations than
those of the Community integration. EFTA
countries for their part were obliged to inten-
sify the internal integration of EFTA and to
assume commitments which went beyond
those existing in EFTA or even in the original
Free Trade Agreements. The dilemma was
that what was a suitable sector for one insti-
tution posed serious problems to the other
partner.

The second aspect of the dissimilarity
dilemma was the problem of acting together.
EFTA and the EC had a completely different
philosophy although in many ways they were
hanging together. Acting together under a
majority rule gradually emerged as a working
method of the EU, in particular after the
Single Act. In EFTA unanimity remained as the
main rule. 

But the advance of the FTA system introduced
new features both to the EC-EFTA relationship
as such and to international economic rela-
tions in general. The need to act together
grew on two levels: both on the level of the
Western European economic system in the
spirit of effective utilisation of resources and
on the level of civil societies. The forms and
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levels of transnationalism emerged in the
Community, in particular through direct elec-
tions to the European Parliament.  

The gradual increase of multilateralism was an
expression of togetherness. This influenced
EFTA more than the Community. The
advancement of the European free trade sys-
tem  was a politically sensitive issue for the
EFTA countries. The concept of neutrality had
to be adjusted to a new situation created by
multilateral commitments in particular during
the Luxembourg process. The value and prac-
tise of neutrality had to be evaluated against
the background of influence. The EFTA
dilemma was that multilateralism often served
better the aim of autonomy than bilateralism.
EFTA countries acting together and in a multi-
lateral framework with the Community, were
able to gain more influence in shaping the
relationship than acting together. By the end
of the 1980s the working together introduced
a new concept into the vocabulary of EFTA Ð
the ÒEFTA cardÓ.

5. A Model?
EFTA showed for many years great persis-
tence in its approach to convince the
European Union that in a world of economic
and political turmoil EFTA constituted a stable
and reliable partner. This strategy began to
emerge soon after the Declaration of Vienna
in 1977. EFTA put great emphasis on Òsecond
generation integrationÓ and aimed at including
new items into the EC-EFTA relationship.  In
numerous declarations EFTA tried to convince
the European Community that there were
indeed areas of mutual interests and a need
for joint actions in international economy,
which should be discussed between the
Community and EFTA. 

Persistence paid off when it became evident
that by the mid-1980s the European
Community was ready to open a new stage in
its internal integration. EFTAÕs initial reaction
to the idea of internal market of the
Community was a hope that the special rela-
tionship between the Community and EFTA
could be recognised in a practical manner.
Obviously the establishment of an internal
market was a potential threat to EFTA coun-
tries. Their reaction reflected the fear of new
obstacles to free trade on which they as small
and open economies so much depended. The
calls for a special relationship, together with
readiness for co-operation in Òall fields of
mutual economic interestÓ were a message to
the Community.

These points served two purposes: they were
made for internal use in EFTA to convince the
Member States that preserving free trade was
in the interests of both partners. But primar-
ily these arguments were made for the
Community, which did not react very actively
and precisely, to EFTA proposals. The policy of
persistency brought fruit in the opening of the
Luxembourg process. 

A small state perspective gradually developed
into a key element of EFTA. The Member
States had common interests in world affairs
and they shared similar threats and chal-
lenges. It is largely due to the small State per-
spective that EFTA maintained modest organ-
isation and decision-making procedures rather
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simple. It consisted of countries that shared
the tradition of adaptation. They also shared
not only the conviction but also the experi-
ence of the merits of free trade.

Small States have limited interests and there-
fore a compromise is easy to reach. EFTA for
most of its existence was free from hegemony
baggage and was therefore able to seek cre-
ative and pragmatic solutions. Neither was
there a need to qualify majority voting in
order to establish a balance between large
and small Member States. EFTA was
extremely important for its small members
also in educating them to operate in a multi-
lateral framework. As Members of the
European Union the former EFTA Members
have had a valuable asset in this experience. 

Putting together the four key elements of
EFTA in the past: pragmatism, persistency,
instrumentality and small State perspec-
tive they constitute a model of regional inte-
gration. The model, obviously, was a product
of its time. EFTA was created by the necessity

that the Six was established. It was also an
institution of a bipolar world and therefore
offered a platform for neutral countries to
advance their economic interests free from
political strings. Since the early 1970s it con-
sisted of relatively small and like-minded
countries which did not have clashing inter-
ests in major policy issues. It is a unique
model, which as such cannot be recon-
structed. 

Also the EEA model has proven to be a histor-
ical achievement. For the three EFTA countries
that negotiated the treaty but changed it for
Membership in the EU it was a valuable expe-
rience. They joined the accession negotiations
with a lot of experiences of how to negotiate
with the EU as half-Members. The merit of a
persistent and pragmatic approach was seen
in the very short period of accession negotia-
tions, barely more than 12 months. For those
who decided to stay in the framework of the
EEA the threat of marginalisation from the
internal market has been avoided. 
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Switzerland which have eliminated barriers amongst themselves for
industrial products but do not apply a common external tariff. Apart from
Switzerland the EFTA States base their relations with the European Union
on the European Economic Area Agreement allowing for their participa-
tion in the Single Market. SwitzerlandÕs relations with the EU are based
on bilateral agreements. 

The EFTA States have developed an extensive network of free trade
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beyond.

EFTA has headquarters in Geneva and offices in Brussels and
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