
GENERAL AGREEMENT ON TARIFFS AND TRADE RESTRICTED 
6 July 1961 

Draft Report of the Working Party on the association of 
Finland with the EFTA 

1. The Working Party, which examined the Stockholm Convention in May i960, 

was reconvened by the CONTRACTING PARTIES during the eighteenth session with 

the following terms of reference: "To examine, in the light of the relevant 

provisions of the General Agreement on Tariffs and Trade, the Agreement of 

27 May I96I creating an Association between the Member States of the 

European Free Trade Association and the Republic of Finland and to report 

thereon to the CONTRACTING PARTIES at the nineteenth session." The Working 

Party met on 5 and 7 July 196l. It carried out its task through (a) an 

Article by Article examination of the Agreement of Association (b) an 

examination of the Agreement between Denmark and Finland on trade in agri

cultural products and (c) a consideration of the question of the consistency 

of the Agreement of Association with Article XXIV. 

I. The Agreement of Association 

2. The Working Party noted that the Agreement of Association in effect 

extended the application of the Stockholm Convention to include Finland, 

except that certain Articles of the Convention dealing with institutional 

and organizational matters had been excluded and modifications made to some 

Articles in order to meet the particular problems faced by Finland. 

3. As, basically the rights and obligations arising from the Agreement 

of Association ran parallel to those contained in the Stockholm Convention, 

the views expressed by members of the Working Party when the Stockholm 

Convention was under examination continued to be relevant. This meant that, 

on fundamental issues, the differences of view between the EFTA countries, 

to which should now be added Finland, and other members of the Working Party 

still existed. Important among these issues were: 

(a) the obligations of members of a free-trade area under GATT as 

regards the reduction or introduction of restrictions for balance-of-

payments reasons; 
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(b) the rights of members of a free-trade area to remove quantitative 

import or export restrictions among themselves at a faster rate than 

they removed similar restrictions against third countries; 

(c) the right to include in the free-trade area arrangements trade in a 

' product in respect of which only one member of the free-trade area 

had eliminated duties as a result of bilateral agricultural agreements. 

The view was expressed by several members of the Working Party that, 

in order to qualify for inclusion in the free-trade area arrangements, 

the removal of duty on the product concerned would have to be effected 

by all members of the free-trade area; 

(d) the requirement of Article XXIV:8(b) as regards "substantially all 

the trade ". The representative of Finland said his Government was 

satisfied that the association arrangements constituted a free-trade 

area in the sense of Article XXTV. Ninety-four per cent of Finland's 

trade with the EFTA countries was covered by these arrangements and, 

in the view of his Government, this fully met the requirement in 

Article XXIV:8(b) relating to "substantially all the. trade". Other 

members of the Working Party found it difficult to accept this 

contention, however, and recalled the views they had expressed when the 

Stockholm Convention was under examination and which were recorded in 

Section II of the Working Party's report in document L/1235» 

J. The Working Party then noted that, from the trade point of view, the 

only important deviations from the Stockholm Convention in the Agreement 

were contained in Articles 3 and 4. 

4. When Article 5 was under discussion, the representative of Austria informed 

the Working Party of a Decision taken by the Joint Council bringing Finland 

into line with the acceleration of tariff reduction introduced by the EFTA 

countries. As a result of this Decision, Finland has made an initial tariff 

reduction of JO per cent on 1 July 1961. This did not affect the timetable 

set out in Article 3 for reductions applicable to products listed in Annex I 

of the Agreement. Commenting on these products, the representative of 

Finland explained that, while tariff reduction in respect of these products 

would be slower during the earlier years, the date for the final elimination 
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of duties would the same as that provided for in the Stockholm Convention. 

The products concerned were from sensitive sectors of industry, but the 

expectation was that they would progressively be able to enter into the full 

operation of the Agreement. State interference was not intended; the indus

tries concerned would have to make the necessary adjustments and to increase 

their competitiveness. 

5» In connexion with paragraph 3 of Article 3, the representative of Finland 

explained that 1 June 1961 had been taken as the applicable date for the basic 

duty for any product purely for technical reasons, namely, that Finland had 

only reoently adopted the Brussels Nomenclature. 

6. In reply to questions asked by a member of the Working Party, the repre

sentative of Finland said that the sane rules of origin would be applied by 

the EFTA countries to products originating in Finland as were applicable by the 

member States to products originating among themselves. The Basic Materials 

List, which covered a quarter of Finland's imports, would apply to trade between 

Finland and the EFTA countries. The member of the Working Party concerned 

expressed the hope that sympathetic consideration would be given by Finland to 

representations from other contracting parties to GATT which felt that their 

trade interests were being adversely affected by the operation of the rules 

of origin. 

7. There was discussion of Article 4 of the Agreement. One member of the 

Working Party expressed the view that this Article oould be construed as being 

in conflict with GATT obligations. It provided that quantitative restrictions 

on certain products would be removed more slowly than on others while Finland, 

as a contracting party to the GATT, was under the obligation to remove restrie-, 

tions as rapidly as its balance-of-payments situation permitted. Article XXIV 

also required the removal of restrictions. 

8. The representative of Austria pointed out that, when the Agreement of 

Association was being negotiated, the negotiators were essentially guided by the 

desire to reuain in full conformity with GATT. Moreover, the exceptions 

provided for in Aneex II of the Agreement were marginal in value and did not 
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infringe the concept of "substantially all the trade" required by Article XXIV. 

The representative of Finland said that the percentage of Finnish trade covered 

by the products in Annex II could be estimated at about 3-52$> no complaint 

had been made about the restrictions on these products when Finland consulted 

with the Committee on Balance-of-Payments Restrictions. He stated that the 

competitive possibilities extended to EFTA countries would likewise be 

applicable to contracting parties to the GATT. 

9- Commenting on global quotas, the representative of Finland referred to 

the increase to be made in accordance with the Agreement of Association. The 

implementation of this would benefit all contracting parties to GATT. As 

regards bilateral arrangements with third countries, his Government likewise 

hoped for an increase in trade although the extent to which this could be 

done was, of course*conditioned by the limitations imposed by the balance of 

trade, having regard to the corresponding payments arrangements. 
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10. Daring the discussion in the Working Party on other Articles of the 

Agreement, the following information was also provided either by the 

representative of Austria, speaking on behalf of the EFTA countries, 

or by the representative of Finland: 

(a) The association of Finland 

The association of Finland with the EFTA countries under Article kl 

of the Stockholm Convention, rather than accession under that Article, 

had been considered more appropriate in the light of Finland's economic 

situation; 

(b) Entry into force of the Agreement of Association . 

The necessary ratification processes had now been completed and the 

Agreement entered into force on 26 June 196l. 

(c) Invisible transactions and transfers 

The Finnish system, taking account of the reservations contained in 

Annex III of the Agreement, had not met with objections from the International 

Monetary Fund. 

(d) Amendment of the Agreement of Association 

If amendments were made to the Agreement, these wouJLd be submitted 

to the CONTRACTING PARTIES. 

II Agriculture and the bilateral agricultural agreement between Finland 
and Denmark 

11. Commenting generally, the representative of Finland said that Finland 

considered the agricultural sector as constituting an integral part of the 

association arrangements with the EFTA countries. As regards the agreement 

with Denmark, this was based on the traditional trade between Finland and 

Denmark and represented the legitimate wishes of both parties. The aim of 

enabling Denmark to obtain a share of Finnish increase of consumption by 

no means precluded the possibility of contracting parties to GATT also' 

sharing in this increase. In the case of apples and pears, for example, 

Denmark's share of Finnish Imports in 1959 only amounted in value to about 

6# of total imports. Further, the considerable increase, on 1 July 1961, 

in the global quota originally fixed at the beginning of the current year 

gave ample opportunity for exporting countries to share in the Finnish 

market. 
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12. Other members of the Working Party, however, repeated the views that 

they had expressed when the Working Party had examined the Stockholm 

Convention,. namely, that the exclusion of agriculture from the rules of the 

• Convention put in serious doubt the claim that the arrangements made 

constituted a free-trade area in the sense of Article XXIV arid that the 

trade covered by the bilateral agricultural agreements could justifiably 

be included in the free-trade arrangements as such. 

13. During the detailed examination of the agreement between Finland and 

Denmark, these members of the Working Party expressed, inter alia, ̂ he 

following views; these corresponded to a large extent to the views they 

had put forward when the bilateral agricultural agreements between individual 

EFTA oountries had been examined by the Working Party. 

(a) the arrangements, providing for specified quotas for Denmark, e.g. 

for bacon and pork, apples and pears, amounted to a form of discrimination 

which could only be removed if global quotas were established open to all 

contracting part.'.cs to GATT and allocated in accordance with Article XIII; 

(b) the removal of tariffs by Finland alone did not conform with the 

requirements of Article XXIV; the only way conformity with that Article 

could be achieved would either be for the concessions concerned to 

be extended to all contracting parties to GATT or for all the member 

States to remove tariffs on the same products. 

14. The representative of Finland explained that ho was not in a position 

to say that custom duties on the products concerned would also be eliminated 

as regards other contracting parties to GATT. However, the elimination 

of duties in favour of the EFTA countries indicated Finland's desire to 

move forward as much as possible. In reply to another question the 

representative of Finland said that there were no firm purchasing commitments 

with Denmark; the arrangements simply offered opportunities for normal 

commercial sales. 
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15. A suggestion was made by a number of members of the Working Party 

that the concerns of other contracting parties to GATT would be allayed, 

at least to some extent, if Finland could give an assurance on the lines 

of that given by Switzerland when the bilateral agricultural agreement 

between Denmark and Switzerland was examined by the Working Party, namely, 

that when allocating quotas, it would proceed in accordance with Article XIII, 

in particular in accordance with paragraph 2(d) of that Article. The 

representative of Finland said he was prepared to look into this question. 

Ill The question of the consistency of the Agreement of Association with 
Article XXIV of GATT 

16. As indicated in paragraph 2 above, the views of members of the Working 

Party on fundamental issues continued to be the same as those they 

expressed when the Working Party examined the Stockholm Convention. In 

these circumstances, the Working Party agreed that the findings in 

Section II of its report (L/12^5) on the Stockholm Convention applied 

equally to the Agreement of Association. 
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IV CONCLUSIONS 

/Alternative A7 

/Ï27 In view of the foregoing considerations, the Working Party recommends to 

the CONTRACTING PARTIES that they should consider the desirability of extending 

to the arrangements for the association of Finland with the EPTA countries 

the conclusion reached by the CONTRACTING PARTIES on 18 November i960 with 

respect to the EFTA. 

/Alternative B7 

/YJJ The Working Par-fcy came to the conclusion that it should recommend to the 

CONTRACTING PARTIES the desirability of adopting, with respect to the matters 

referred to the Working Party, conclusions on the lines suggested below which 

are similar to those with respect to the EPTA adopted by the CONTRACTING 

PARTIES on 18 November i960. 

(a) the CONTRACTING PARTIES have examined, in accordance with 

paragraph 7 of Article XXIV of the General Agreement, the provisions of 

the Agreement creating an Association between the member States of the 

European Free Trade Association and the Republic of Finland and have 

taken cognizance of the information submitted by the parties to that 

Agreement in this connexion. 

(b) the CONTRACTING PARTIES have taken note of the provisions of the 

Agreement as well as of the statements made by the representatives of 

parties to the Agreement to the effect that their governments are firmly 

determined to establish, within the time-limit provided for through the 

Agreement, a free-trade area in the sense of Article XXIV; 

"^.I.S.D., Ninth Supplement, page 20. 
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(c) the CONTRACTING PARTIES feel that there remain some legal and 

pratical Issues which could not be fruitfully discussed further at 

this stage. Accordingly, the CONTRACTING PARTIES do not find it 

appropriate to make recommendations to the parties to the Agreement 

pursuant to paragraph 7(b) of Article XXIV; 

(d) this conclusion clearly does not prejudice the rights of the 

CONTRACTING PARTIES under Article XXIV; 

(e) the CONTRACTING PARTIES welcome the readiness of the parties 

to the Agreement to furnish information pursuant to paragraph 7(a) 

of Article XXIV as the evolution of the association between Finland 

and the Member States of EFTA proceed; 

(f) the CONTRACTING PARTIES also welcome the willingness of the 

parties to the Agreement to furnish in Article XXII consultations 

information as to the measures arising out of the application of the 

Agreement; 

(g) the CONTRACTING PARTIES note that the other normal procedures of 

the General Agreement would also be available to contracting parties to 

call in question any measures taken by any of the parties to the 

Agreement in the application of the provisions of the Agreement, it 

being open of course to such countries to invoke the benefit of 

Article XXIV insofar as it is considered that this Article provided 

justification for any action which Might otherwise be inconsistent 

with a provision or provisions of the General Agreement. 


