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ACCESSION OF ICELAND TO EFTA JND FINEFTA

Questions and Replies

In GATT/AIR/801 of 22 May 1970, cont“ﬂcting parties were invited to submit
questions with regard to the acces sslon of Iceland to EFTA and FINEFTA.

In reply to the invitation, a nvmbsr of questions were received and transmitbed
to the members of EFTL and Finland. The questions and the replies prepared by the
members of EFTA and Finland are reproduced heresunder.

I. GENERAL

guestioﬁ 1: What proportion of Iceland's oversll external trade will be covared by
the Iceland TFT. Agreement?

T f.

Reply: About 40 per cent of Iceland's external trade is trade with the EF
countries and Finland, and ccnsequently is covered by the arrangemsnis agreed for

Iceland's accession to BFTA and FINsFTL.

Question 2: What contemplated effect will the .greement have on the development and
diversification of the economy of Iceland?

Reply: As is well known, the Icelandic economy is heavily dependent on fishing and
fish processing. In other sectors, industry concentrates almost exclusively on the
home merket and in most branches companies are smell. Given that the populaticn of
Iceland is only a liftle over 200,000, it is obviously essential for the future
development of the economy that industrial operation be concentrated to en even
greater extent in those branches wherc Jceland posszsses (or can develop) a comparative

competitive advantage.

4is long as the economy operzted behind relatively important uarlfl walls, the
incentive towards specialization was ¢l course greatly reduc.d. ot the same time,
unilateral tariff reductions would have been disastrous, since they would have turned
the terms of trade against Iceland, scmething which the country could ill affoxd.

fecession to IEFTY, thercfore, provides Iceland with @ double opportunity. On the
nz hand, the greater competiiion from other EFT. members will stimulate industry to
specialize in those branches where a clear advantags oxists, whilc on the other hand
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casier access to the markets of Iceland‘s EBTL partners provides the mos
' gsibilitics needed to molie this

specialization profitable.

Without deteiled 1nv05u1gatlol ol comparative cos ts of each industry in
Iceland ocnd in other countries both inside and outsids £FTi, it is of course quite
o :

s greater spscialization and
W ery reason to believe that the oppor-~
ven to the Icslandic scono.y accsssion to BFTLA will enable
it to diversify =way from excessive LVLi 1C and iish products and to do
this in those scctors which off'er the graatest chancss of long run success.

impossible to assess e¢xactly how tnls pr
efficiency will devslop. But therc is e
tunities giv

Question 3: Is the effect o this .gresument anticipated to be trade creating
or trade diverting? Why?

Regly: The extent to which trads creation or trade diversion occur cannot, of
coursz, be judgs 1 i it tariff reductions have
teken place. Howiver, sr Stebes and Finland that
the net resuli o. ~ode creation. The
eiimination oi teri:ils menoers and lceland will reduce prices
for products trudsa d so thet trads will be created by

the incraasing competinlvsiess ci el zinst domestic products. -
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turn, vy promoting a better

ol would elso benefit third
‘hres Jurthsr favourable elements
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ellocoticn
countrivs
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irmrov st o toe counvries'! sconomiss arising
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arsa 13 ool Lo wiil amerensc gprospects for a algher stendard
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. olso provides an opportunity for
1omarginel rates of tronsformation in
the {rse-trade arez; this provides a

s eapeciclly to 2 small country l1lilke Iceland,

, dynemic implicctions. 4L country jJoining a

3 iﬂcreablhsly nore outward looking and individual
et; more dynainic nbtituds, sven if only because of the
nesd to 2dept nn HE3LVes Lo Uhe new ulrc¢mbtunces, incliluding to

{c) sinelly, &nd this avpl'u
'rt - .
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opoortunitics oli'sred by o wider mzriket.
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furthermore, the possibilities of importing raw matericls and semi-manufactured
products (and perhaps also certein investment goods) may nelp to overcome, through
greatsr imports, some of the restraints on growth resulting from e given country's
particular problem of scarce resources.

II. TLiIFFS

yuestion 4: On what percentage of Iceland's external trade with EFT. Members will

duties be eliminated?

Heply: wlightly below 95 per cent of Icelund's imports from EFT.. countries and
heply 18 Y E

finlend consist of industrizl products and, therefors, cre mb,je to the provisions
£ either .rticle 5 or irticle & of the Convention, as cpplied to Iceland,

concerning ths eliminstion of *mpc”t duties or of the effective protective elements

U
in revenue duties on products originsting in the .rez. ostatistics regarding the

respective proporiicuns of Icelandic imports, which at the time of accession fell
under one or the other oi these two “_u;c;ps are not evellable since the

<
elimination of Icelandic dutiss shall be completed only by L9SU i.¢. at the end
of the transitional period, during which o significuant change is expected to occur
in these proportions as o result of ths industrializetion and diversitfication of
the Icelandic economy, it would not ks possibl~ even ii stat iSuiCo relating to
the present time were availisble, to give a reasonably sound sstimate regerding the
slze of the respective proportions in 1980.

ntries -1d Ein_uaq consist

About 55 per cent of Iceland's exports to BEiTiL ¢
e Convention,

of industrisziized products, which, on the condltlous t out in th
as from 1 dMarch 1970, benefit from the elimination of im port Qut;ub or from the
elimination of the effecitivs procectlv i venug duties in the other

L
Member countries. iLs a ¢ 5Li* 01 tLu industrialization end di vUr,1¢1cctlon of
i ’Tw will contribute to bring
rn

rably in the course of the

™

cbout, Tthis peLceﬂtu\e is chgrted o
transitional period.

Juzstion 51 ITcel 1d reduced its duties on certein catcgories of goods enterin

- ' ~

from all countries with which 1t hos most-lfavoured-nation reietions ot the tim
it acceded to wiT

we understand thot dutiss (on row muterizls) were roduced by 50 per cent
while duties on machinery were reduced to 7 per csnt. How is the catugory row
meteriels defined for this purpose? With respect to the gensral reducition on
machinery, doss it apply to all types or only to sslected items?

Reply: for the purposes of feceland's entry into #i1., customs duties were divided

into thruoe c'bugor ies:
i. protectlve duties,
2 dutics on raw natericls and mochinery;

3. fiscal dutics.
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With respect to the sccond category reductions were made on a most-favoured-

nation basis and raw materiels were deilned so as to mean materials used in
productive processes in icelandic iancastry at the time of the classification. 4Lis

e general rute, those auties were reduced by 50U per cent. Duties on special
mechinery used in Icelandic industry were genereily reduced to 7 per cent. The
reduction was selective in the sense that it applied to machinery in use by
Ieelandic industriel branches at the time of classification.

Question €: Vhat will be the conssquence for third countries if Iceland increases
its duties for development purposss?

1

Reply: In declding vhather to aveil itself o)
Decision, Iceland will be governed by the internat
undertaken 2t tae tims suc sions

are concarnsd, these cblig

he Lccession
ons which she has
s third countries
. zra not aifected by the sald provision of the
Lccession Jaulglouy ws empli 7 icllows {rom .rticle 37 of the Convention, and
The conseguences for third countriss, therefore, will depend upon the content of
Iceland's obligations towerds tbeé countries. s u conssquence of the ceiling
imposed by sub-~peragravh 3(z){(ii) of the iccession Decision, such increases of
Jost-favoured—nat*o_ duty rates in Tceland UllL, however, not be higher, on an
*lOf“” normal level of import duties gpplied in the most—
Iceland at thet time to similar products produced in
tes and Finlan do not consider that irticle XXIV:5(b)

]
(8]
}._.
o
&
5
0‘0
5 f.) cf ct
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)

U3 set to - 2a.8¢
the Iormat —trade area. But it is certainly not Iceland's
intention 1t teriff pelicy, on the contrary.

1 7(g):  Is vhe same mennimﬁ to be given to the term "effective protective
" in Lroicle &, verzgraph 3, of the igreement as was given to the term in

Gusetion 7(b): whsn the "sifective protective element! in internal taxes or other
cherges i 1i is it intended that similer texes or charges will be
elimine time Ifor imports from non-iember countries?

} voxes

informed her partners that so far no Icmlandic internal
2 ey rafox: clement’. L8 for rovenus

znd #inlond, recognizes no

dutiss, except in the case of
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guestion 8: Is it envisioned that certein revenue dutiez on imports from other
Member stetes will be in sffect? Is it intended that goods from Membsr statss
and from third countries will be accorded cqual treatment with respect to revenue

duties?

Reply: Yes, it is envisagwd tiot certein revenue duties cn imports from other
in effect, as is the case in mogt of the original iember

o
i
P

Member states will be
nvended that goods Ifrom dMeuwber States and

States. It is 1 & from tihird couatris
will be accorded cqual trectment, except inscfor ag any sifzective prOuuCElVe
element 1s removed only in respect of imporits from Member stotes.

IV,  QUANTITATIVE RESTRIUTIONS

gasstion 2° OUn which producte has Iceland zg of the date of accsession abolished
guantitative import rostrictions? What is the schedwle f ne removal ol other
remaining quantitative restrictions?

Reply: 4as from the date of its ccecaession to JFTA; lceland, on a G.IT~wide basis,
abolished quantitotive inport restrictions on whals meat etc., roasted chicory etc.,
lemoneade etc., coal, coke etec., ges carbon, recoust;outed wood «tc., casks and

barrels etec., certain oullding board, popsr boxes ond c¢ases, certaln boxes of
paperboard, certein lodies'! stockings, certain drums, cortoin used cors, arms
amunition etc., works of arb etc. The full dpu?llb of tiils list are set out

annex IIT to BOR/102.

s

o

e}
B3

L3 stated by the lLcelandic repressntative the Commitiee on Balance of
ayments Hestrictions (ses ﬁOP/n/~8 fceglond will romove globally the remaining

AY
u(nt tobtive restrictions on industrial imports, sxcept some peirolsum products,

brushes meds by the blind, by the end ci 1974. 1In the 1nacwv0n1ng YEors,

I eloand will graduclly quw“ﬂL cxlgting import quetas for these products. Thsse

liberalization mecsures will be implemented on a GLIT-wide basis.

I‘J '_Q !—U
Q;

uesgtion 10: liow arc thwe dlu?iLﬂLﬂLbO v guantitotive restrictions granted to
Icelaond for lauwb and mutton, by D *nark, cweden, finiand aud Norway consistent
with irticle HJITI:2?

Heoly: The concessions for laub and mutton given to Lecelond by the lour
QCuﬂd navion countriss are an integral part the free~trade arrangemnents ag
with Iceland for her accesslon to ZIFT. and FINFFT... bbCOleﬁg to corcgraph 4 o
Lrticle AiV the purposs of a free~trede ervo should be to tacilitate trade
between the constitusnt territoriss and nol o ruise barris
other contracting porties with such territorics. In tiww op
countries and Finland, tihe lanb and mutton arringements are in
this provisicn. .Jdccording to sub-parcgraph (b) of marngreph 5 or ir
ohe dutics cnd other reguloetions of comisroy main bained in ecch of stiv
territories and appiicable ot the formablon of o froe~trode vroen to the trade of
conur:rting perbics not imeiuded in sucht aroo, snail not be higher or noro
trictive than the corvesponding dubice ond other rsgulations ol commerce
exlating in the some constituent territorive prior to the formation ol the frec-—
L1¢d¢;\1mn“. The ErT.. countries ond Finlasnd consider thc arrioagencats agroed sfor

es
1
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Iceland's accession to EFTL and FINEFT.L, including the egricultural arrangements,
to be in conformity with this provision, as well as with sub-paragreph (b) of
paragraph 8 of irticie LLIV.

Question 10 (cont'd): ire other ZFTL countries contempleting extending discrimina--
Ttory quantitative restrictions to Iceland?

O {cont'd): Whet ¢ ficct will these discriminatory guantitative
ct s have on imports from third countries :

Reply: 1In the Nordic markets as = whols, consumption of mutton and lamb. tradi-

tionaliy has been relativaly nodest, consumer preferences for other types of meat
Vins been _very pronounced. Over recént years, howsver, aon incresase in consump-

on and lamb heag been recorded on the Nordic markets. Thus, on the

owedisn mgriet, consumption of tisse meats increased by 50 per cent in the course

of the nine months' period 1 July 195S to 1 Merch 1970. Aithough it is of

course impossible to foresse with zny precision what will be the future development

in the individuzl mar&:t:, it seems reasoncble to assume that the quotas granted

to Iceland will not ia the medium term lead to a reduction of imports from third
countries, who will in &ll probavility get & share in the growing consumption of
i i rhets token a

mutton and lamb in tucse mor s o whole.



