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Consultations under Article XII;4(b) 

Draft Report on the Consultation x̂ ith Sweden 

Introduction 

In accordance with the Decision taken at the plenary meeting of the 

CONTRACTING PARTIES on 17 November 1956, the Consultations Committee has 

conducted the consultation with Sweden under paragraph 4(b) of Article XII. 

The Committee had before it: 

(a) a basic document prepared by the secretariat in collaboration with 

the Swedish authorities; describing the system and methods of the balance-of-

payment-; import restrictions in operation in Sweden» The document also 

contains a statement under Part II - "Effects on Trade", submitted by the 

Swedish authorities; 

(b) documents provided by the International Monetary Fund, 

All these documents should be regarded as supplementary material to 

be annexed to this report. 

In conducting the consultation the Committee followed the.Plan recommended 

by the CONTRACTING- PARTIES for the consultations. 

The present report summarizes the main points of the discussion during 

the consultation, 
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Consultation with the International Monetary Fund 

Pursuant to the provisions of paragraph 2 of article XV of the General 

Agreement, the CONTRACTING PARTIES had invited the International Monetary 

Fund to consult with them in connexion with this consultation with Sweden, 

In accordance with the procedure agreed upon by the Committee, the 

representative of the International Monetary Fund was invited to make a 

statement concerning Sweden's balance-of-payment s position. The statement 

was as follows: ^ 

The International Monetary Fund has transmitted to the CONTRACTING 

PARTIES the results and background material from its 1956 consultation 

with Sweden which was concluded on 5 June 1957. This documentation has 

been distributed to the members of this Committee. 

With respect to Section I of the Plan for Consultations, relating to 

balance-of-payments position and prospects, the Fund draws the attention 

of the CONTRACTING PARTIES to the results of its recent consultation with 

Sweden under Article XEV of the Fund Agreement, and particularly to para

graph 4 and to paragraph 5 which read as follows: 

"5, During 1956 and early 1957 there has been a further relaxation 

in restrictions and the degree of discrimination against the dollar O 

area has been reduced. The transferability of the Swedish Kroner bas 

been extended, the dependence on bilateral agreements has been diminished, 

and the scope of the transit dollar scheme has been.reduced. The Fund 

welcomes these steps und hopes that Sweden will further reduce reliance 

on bilateral agreements and will find it possible to extend formal 

dollar liberalization. The Fund does not object to the continuation 

of the transit dollar scheme on a temporary basis, but hopes that 

Sweden will progress toward the elimination of this scheme." 

With respect to Section II of the Plan, relating to alternative measures 

to restore equilibrium, the attention of the Committee is drawn to the results 

of the last Fund consultation with Sweden. The Fund has no additional alter

native measures to suggest at this time. 
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Opening Statement by the Representative of Sweden 

In opening the discussion the Swedish representative referred to the 

"Introductory Statement" made by the Swedish Government in the basic 

document circulated by the secretariat (MGT/42/57) and he called attention 

to the salient points therein. It was noted that at present practically no 

restriction existed on imports from OEEC and other countries to which the 

0E3C free list applied; imports from these countries of goods not included 

in the free list were being licensed automatically. As for imports from the 

dollar area, the dollar free list covered about 70 per cent of import goods 

from that area in 1956, whilst most other items were being admitted under 

licences issued without limitation. Since the drawing up of the Introductory 

Statement in the basic document further liberalization measures had been 

taken whereby the number of items subject to restriction had been further 

reduced. As from 1 July 1957 the following items in the agricultural sector 

will be exempt from licensing requirements when imported from the dollar 

area. Consequently, these items should be deleted from the list of restricted 

products in Annex I to the basic document. 

certain live animals; 

wheat and rye; 

flour ; 

sugar; 

copra ; 

salted horse meat; 

edible parts of sheep, horse, cattle and swine; 

butter dyes and cheese dyes containing oil; 

certain sauces; 

grains other than rice; 

soya beans, oil cakes, feeding stuffs; 

peanuts and certain other oil seeds; 
(other than linseed) 

beans and peas ; 

olive and cotton seed oil; 

margarine and other butter substitutes; 

certain seeds; 

fish oils; 
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These imports would remain subject to the price conditions described 

in the basic document; that is, the commodities will be admitted freely-

provided the domestic prices are within certain predetermined limits. The 

Swedish representative also announced that licensing requirements for salt 

herring from OELC countries had been suspended for a further period to 

15 July 1957. Several members of the Committee expressed gratification 

concerning this new development. 

System and Ilethods of Restrictions 

Â member of the Committee, referring to the "transit-dollar list" of 

commodities which were in principle admitted freely from the dcllar area 

subject to certain special conditions, enquired as to the criteria whereby 

commodities were placed on or taken off that list. The Swedish representative 

explained that the transit-dollar procedure was intended to be an intermediate 

step towards formal liberalization. The large number of imports previously 

included in the "negative list" had been gradually transferred first to the 

transit-dollar list and subsequently to the free list. No particular criteria 

guided the moving of products from cne category to another, such action being 

taken in the light of the dollar reserve position, and the general purpose 

being to make as much progress as possible in the direction of liberalization 

of dollar imports. 

Referring to the statement in the basic document that "imports from 

dollar countries not free-listed or automatically licensed under the transit-

dollar scheme are permitted for some commodities corresponding to Swedish 

requirements, for ethers according tc directives periodically drawn up with 

due regard tc dollar currency availabilities and import needs", a member of 

the Committee requested information on the criteria and methods used in the 

issue of licences for goods in this category. The Swedish representative 

replied that only a few commodities fell within this category and that these 

were being licensed very liberally. The major items under restriction were 

oil, ships and oircraft; these commodities were licensed in accordance with 

internal requirements and it was difficult to describe the precise criteria 

determining the licensing of such imports. It should be neted, however, that 

in no case was there a total prohibition of :any import commodity. 
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It was pointed cut by a member of the Committee that the importation 

of motor cars was still subject to licence and that, according to information 

obtained in the consultation with another contracting party, quotas for this 

product were generally established through bilateral negotiation. On this 

point the Swedish representative explained that the general policy of his 

Government was tc reduce reliance on bilateral arrangements. In the case of 

motor cars ample quotas were provided in the trade agreements with EPU 

countries and imports had been very liberally licensed in the past year. 

In 1956 imports had been 100,000 units and it was expected that this would 

be increased to 120,000 cr 130,000 units in 1957. As for motor cars of 

dollar origin, practically no limitation existed in the past year, as 

imports had bet;n admitted under the transit-dollar scheme. The Government 

had net, however, found it possible to include this item on the free list 

both because of the balance-rf-payments implications and because of the 

general economic effects that might be expected from greatly increased imports 

of meter cars. As tc the nature cf these economic effects the Swedish 

representative, in response tc a question put by a member cf the Committee, 

explained that a rapid "motcrizaticn" cf the country would effect the economy 

in many ways: increased imports cf petroleum products tc meet the new demand 

wculd introduce an additional burden on the balance of payments; additional 

read-building required to meet the increased traffic demand wculd place a 

further strain en the labour market; the maintenance and servicing of meter 

transport wculd drain the resources cf skilled labour, possibly to the 

detriment cf essential industries. These considerations were in" addition 

to the concern ever the effects cf any increased impoits of cars on the 

balance cf payments. In effect, however, the importation cf cars was net 

being restricted by the licensing procedure but by the increased taxes on 

motor car purchases. 

The representative of the United States called attention to the fact 

that according tc information supplied by a trade association in the United 

States, no United States whisky could be imported into Sweden except under 

barter arrangements involving tied purchases of similar products from iSweden, 



Spec/63/57 
Page 6 

and enquired as to the policy governing the purchase of this product by 

the government mcncooly.. The Swedish representative stated that in principle 

the Swedish monopoly administration t;ck due n te of the demands of domestic 

.consumers and that imports of such alcoholic beverages were permitted. He 

undertook tc obtain further information and would discuss the matter again 

with the United States and any other delegations expressing an interest in 

the matter .... 

The United States representative wished tc knew what action had been 

taken regarding the removal of seasonal restrictions en the import of apples 

and pears a measure which had be n recommended by the Swedish Agricultural 

Board. The Swedish representative informed the Committee that such seasonal 

restrictions had been in force since 1952 and affected imports from all 

countries without discrimination. Under the relevant law, the Government 

consulted annually representatives cf growers, consumers, and of the import 

trade, and decisions were taken on the basis cf such consultations. No 

decision had been taken this year, and in fact one was net likely to be 

taken before September when the size of the croo would be known. The 

G-cVernment did not consider it advisable tc liberalize entirely the import

ation of these two products as long as ether Western European countries 

maintained restrictions on them; elimination of restrictions en these products 

might create a situation in which substantial surpluses resulting from the 

restrictive policies of other countries would be concentrated en the Swedish 

fitorket. This was not tc say, however, that changes had not been made in the 

direction cf freer imports. In the interest of both producers and consumers 

the "close period" had been shortened as much as possible. In the case of 

apples the period had been reduced from four to two months and in the case 

of pears from two and a half to cne >?nd a half months. As a result of these 

changes, imports had been increased by 100 per cent over the level obtaining 

at the time of the introduction of this system. Compared with pre-war, when 

imports..were completely free, the present level of imports was also about 

100 per cent higher. 
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In reply te a question the Swedish representative confirmed that as 

noted in the basic document, these restrictions did have a protective effect 

on local production, although producers had been constantly warned that the 

system would not be continued indefinitely. The balance-cf-payments con

siderations were therefore not the over-riding ones in the case of these 

restrictions. 

Prospects for further liberalization 

In discussing the prospects for further removal of restrictions on 

imports from dollar countries, the representative of Sweden referred to 

the structural trade deficit with the dollar area which had to be covered 

by earnings from shipping end by trade surpluses with EPU countries. In 

1956 the trade deficit with dollo.r countries had amounted to $100 million. 

As Swedish experts to the dollar area consisted principally of items which 

were particularly sensitive to fluctuations in the level of economic activity 

in North American countries, the dollar balance-of-payments situation was 

basically uncertain. Further steps in relaxing dollar restrictions would, 

therefore, have to be taken with due caution. In the view of the Swedish 

Government it would be most undesirable to take further steps without due 

regard to the future situation, which in the event of the favourable payments 

situation being reversed might require retrogression. The few items liberalized 

from QEEC sources but remaining under restriction when originating in the 

dollar area were such that the elimination of the discriminatory treatment 

might entail he^vy expenditures en the dollar account, and therefore must 

remain restricted for the time being, although it was fully realized by the 

Swedish Government that their liberalization might be beneficial to Swedish 

industries. In reply te a question, the Swedish representative confirmed 

that the basic import control policy of the Swedish Government was to aim 

at liberalization to the fullest possible extent permitted by the foreign 

exchange situation. 

Members of the Committee expressed gratificrtion concerning the progress 

made by the Swedish Government in relaxing import restrictions and in par

ticular the recent addition of commodities to the free list, to be effective 

en 1 July 1957. The United States representative observed that these developments 
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would have favourable effects on various groups in the United States 

at a time when^its foreign trade policy was under review. Other members 

expressed the hope that the recommendations made by the International 

Monetary Fund at the conclusion of its 1956 consultation with Sweden which 

were based on a careful review of the Swedish balance-cf-payments situation, 

its import restrictions and its internal fiscal and monetary policies, and 

which represented basically sound judgements, would be fully taken into 

consideration by the Swedish Government. 

The Swedish representative undertook to bring the views expressed at this 

Committee Meeting to the attention of his Government and expressed the hope 

that the favourable effects referred tc by the United States representative 

would ultimately benefit Sweden's experts to the North .American market. 


