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DEVELOPMENTS IN OEEC TRADE LIBERALIZATION

Note by the Executive Secretary

1. At the proposal of Australia, the Intersessional Committee at its meeting
in September 1956 instructed the Executive Secretary to prepare a note on
certain aspects of the OEEC liberalization programme to serve as a basis for
discussion at the Eleventh Session. The Australian representative suggested
that the paper should cover the following points: (a) recent developments in
this field, (b) character of non-liberalized products and prospects for their
liberalization, and (c) the application of liberalization to contracting
parties not members of OEEC. The present paper has been prepared on the basis
of information available to the secretariat.

Background
2. In November 1949 the Council of OEEC adopted a decision whereby member
countries undertook an obligation to remove quantitative restrictions on at
least 50 per cent of their imports on private account (on the basis of 1948
trade) from other OEEC countries and their dependent overseas territories;
the 50 per cent level was also to be reached in each of the three sectors:
food and feeding-stuffs, raw materials and manufactured goods. In January
1950 the target was raised to 60 per cent subject to the implementation of
a satisfactory payments scheme. When the new target came into force with
the signature of the agreement setting up an European Payments Union in
October 1950, a decision was taken to raise the target by February 1951 to
75 per cent for total private imports while 60 per cent remained the minimum
level for imports in each sector, Most member countries made good progress
in carrying out their liberalization obligations, and by the end of 1954,
83.3 per cent of intra-OEEC trade on private account had been liberalized.

3. The Council of OEEC approved in 1951 a "Common List" of products which
all OEEC countries were to free from restrictions. The list includes all
major textile products, textile machinery, a number of chemicals, raw furs,
hard wood, oil cakes, cheese, dried fruits, books,medical and scientific
instruments and a number of other manufactured and agricultural products.
By a decision taken early in 1951 members were also required not to withdraw
from their liberalization lists products which had been notified in fulfilment
of the 60 per cent level obligation imposed in October 1950. Removal of any
item from such "consolidated lists" could be effected only under specific
circumstances of serious difficulty.
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Recent developments

4. In January 1955 the Council decided that unless they could plead
balance-of-payments difficulties or reasons of national importance or equity,
member countries must liberalize by 1 July 1955 10 per cent of those of their
private imports which remained subject to restriction in June 1954, and must
achieve by 1 October 1955 a level of liberalization of 90 per cent overall
with a minimum of 75 per cent in each of the three sectors. These obligations
were qualified in many important aspects. For example, a country might
derogate from them if, for reasons of the balance of payments, national import-
ance or equity, it should find it difficult to undertake the additional
liberalization; such a country would be required to notify OEEC of the
reasons and to submit a programme for the gradual relaxation of the restric-
tions including increased freedom and progressive expansion of trade.
Liberalization measures taken by members in fulfilment of the new obligations
might be withdrawn for the same reasons. Thus the decision was taken on an
experimental basis. The progress made was subject to review after eighteen
months of operation.

5. With the exception of Iceland, Turkey and Greece which were exempted
from these obligations in view of their balance-of-payments difficulties or
structural problems, all the member countries fulfilled the undertaking
regarding the 10 per cent reduction of remaining restrictions. The other
obligations, namely to raise the general percentage to 90 and sector per-
centages to 75, were also fulfilled by most of the member countries. Among
the countries which were unable to comply within the prescribed time-limit,
Austria and the United Kingdom succeeded in attaining the required percentages
after a certain delay, The following table shows the present position of the
member countries:
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LiberalizationPercentages

As at 1 August 1956

Reference year: 1948¹
(for Austria 1952)
(for Germany 1949)

I Il III
Food and Raw Manufactured Total

feedingstuffs materials goods

Austria 79.4 98.6 87.2 90.3
Benelur¹ 69.0 98.6 91.8 91.1
Denmark 80.6 98.2 77.5 85.5
France 72.9 96.3 71.6 82.3
Germany 81.3 98.0 96.2 91.5

Greece² [100] [100] [89] [95]
Ireland 84.6 97.0 88.9 90.2
Iceland 56.5 40.9 15.0 29.0
Italy 97.5 100 99.2 99.1
Norway 81.3 90.9 73.2 78.0
Portugal 88.2 98.9 91.7 93.7
Sweden 79.6 100 90.6 92.6
Switzerland 66.7 100 97.2 92.5
Turkey - - - -

United Kingdom 90.3 99.0 90.2 93.7

Countries as a whole 82.7 97.6 84.8 88.8

The Organization agreed, in July 1956, that the liberalization percentage
for Benelux should be calculated on the basis of imports in 1955. The
figures shown in this table are, however, calculated on the 1948 basis,
as the 1955 percentages are not yet known.

² As mentioned above Greece has been exempted from the liberalization
eligations, the liberalization measures it applies are independent
actions and have not been notified to OEEC. They are not included
in the calculation of the averages at the foot of the table.

6. Thus, twelve countries (Austria, the Benelux countries, Germany, Greece,
Ireland, Italy, Portugal, Sweden, Switzerland and the United Kingdom) have
exceeded the overall percentage of 90. These countries have also complied
with the obligation to free at least 75 per cant in each sector of imports,
with the exception of Switzerland, which has been unable to reach this
percentage in the foodstuffs sector and has invoked reasons of national
importance in support of its position. The Government of Switzerland has,
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however, submitted to OEEC a programme for the gradual relaxation of the
restrictions which are being maintained in that sector in derogation of the
75 per cent liberalization requirement, Three countries have been unable to
attain the objective of 90 per cent overall liberalization. Among them
Denmark evoked the equity clause in justification of its non-compliance;
France and Norway both invoked balance-of-payments reasons.

7. Under the terms of the OEEC decision of January 1955, a general review
should be made before September 1956 of the extent to which the obligations
had been fulfilled. Accordingly, the Council of OEEC met in duly 1956 to
consider the progress made and the conditions under which the decision should
be renewed. As a result, the obligations of liberalizing 90 per cent overall
and 75 per cent in each sector have been prolonged until the endof 1957 while
the procedures for invoking the escape clauses have been substantially
tightened. In addition, the Steering Board for Trade has been instructed to
submit proposals on the liberalization stages or measures for the relaxation
of trade restrictions which may be adopted over and above the present
obligations.

8. While liberalization has reached a high level, it should be noted that
the calculation of the percentages under the OEEC scheme takes account of
private imports only, imports on government account or under state monopoly
being excluded, The following table shows the proportion of state trading
in relation to total imports of the OEEC countries:

Proportion of State and Private Trade in
Total Intra-European Imports

As at 1 January 1956

Reference year:1938
(for Austria 1952)
(for Germany 1949)

Percentage Percentage Percentage Percentage
of State of Private of State of Private
Trade Trade Trade Trade

Austria 1.4 98.6 Greece 21.6 78.4
Benelux - 100 Norway 7.5 92.5
Denmark 0.4 99.6 Portugal - 100
France 22 78 Sweden 4.2 95.8
Germany 6.9 93.1 | Switzerland 5.3 94.7
Italy 4.3 95.7 Turkey 4.7 95.3
Ireland 1.6 98.4 United
Iceland 22.2 77.8 Kingdom¹ 1.9 98.1

A significant reduction in the proportion of State trading took place in the
course of 1956; the percentages have not however been amended due to lack
of precise information.
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9. In its decision of January 1955, procedures were provided to enable the
OEEC to examine cases of restrictive operations of state trading. When
taking the decision of July 1956 referred to in paragraph 7, the Council of
OEEC also instructed the Steering Board for Trade to study the possibility of

including products imported under state trading in the calculation of
liberalization percentages.

Remaining restrictions and prospects for further liberalization

10. As will be seen from the table in paragraph 5, liberalization of intra-
European trade in the raw materials sector is nearly complete. Statistically,
the level of liberalization in the food and feedingstuffs sector is only
slightly lower than in the manufactured goods sector, but the real degree of
liberalization in that sector is significantly lower. By far the greater
part of the state trading which still exists in OEEC countries is concentrated
in the food and agricultural sector. In 1955, 17.3 per cent of the countries
agricultural imports (on the basis of 1953 trade) were subject to state trading
and 16 per cent remained subject to quantitative restriction, so that altogether
one-third of the agricultural imports of the OEEC countries remained under
control by either of these two means. For those OEEC members which are
contracting parties to GATT, the percentages of intra-European agricultural
imports remaining under import restriction or state trading, on the basis of
1948 trade (except Germany and Austria for which the base year is 1949 and
1952 respectively), are as follows:

Austria 26.1
Benelux 31.0
Denmark 19.4
France 42.9
Germany 32.6
Italy 16.7
Norway 47.2
Sweden 43.3
U.K. 14.4

11. Most of the restrictions and controls remaining on products in this
sector are related to price or income support programmes. Production policy
has for a long time been formulated without taking sufficient account of the
advantages of international division of labour. This situation, resulting
from a complex set of historical, political and social factors, as pointed out
by the OEEC, can be changed only by rational corrective measures, harmonized
with the gradual reduction of obstacles to international trade. Consequently,
since the beginning of 1955 the efforts of OEEC have been directed towards the
formulation and adoption by its member countries of certain regimes for the
reduction of restrictions on agricultural imports, regimes adapted in each
case to the nature of the product concerned (fruits and vegetables, meat,
dairy products). Short of total liberalization, these regimes represent
a progress in comparison with the quantitative restrictions as applied
independently by the countries themselves.
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12. At the present time the only obligation of the OEEC members is to
liberalize private imports to the level of 90 per cent overall and 75 per
cent in each sector (and not to impose import restrictions on a common
list" of products). In contrast to the GATT provisions there is no obli-
gation to refrain fran imposing quantitative restrictions as a general rule
from which members can deviate only for specific reasons such as balance-of-
payments difficulties, In other words, the OEEC countries are free under
their OEEC obligations to maintain restrictions up to the 10 per cent overall
and up to 25 per cent for each sector. It was, however, decided by the
OEEC that, after 1 September 1951, member countries should be ready to justify
any quantitative restrictions on private imports and that the Organization
should consider the justifications submitted with a view to determining
whether retention of the restrictions was justified by sufficient reasons of
national importance or equity. In 1953-54, the Organization called for such
justifications and the so-called "negative lists" submitted by member countries
were examined by OEEC. This examination has not led so far to a change in the
liberalization method which remains based on the undertaking to liberalize a
certain percentage of trade. In so far as these restrictions have been
permitted under GATT by virtue of the prevailing balance-of-payments diffi-
culties which are expected to disappear in the near future, the relevant
Decision taken by the CONTRACTINGPARTIES on 3 March 1955 should contribute
to a smoother implementation of the necessary corrective measures.

Extension of Liberalization to Non-OEEC Members

13. Although the OEEC has evidently no means of compelling its members to
extend the liberalization measures to non-members, which are not obliged to
give reciprocal treatment, the Code of Liberalization makes it clear that
the regional expansion of trade to be promoted throughout the OEEC liberal-
ization programme is to be considered as a first step towards universal
liberalization. In recent years, the majority of OEEC members have extended
their liberalization measures to imports from a certain number of non-member
countries, especially countries whose currencies are linked with those of
members of the European Payments Union, Liberalization measures have also
been taken with respect to imports from the dollar area.

14. Prior to the setting up of EPU, even intra-European trade was subject
to considerable discrimination. By pocling a country's bilateral surpluses
and deficits, the EPU agreement removed the justification for discrimination
practised by its member countries on imports from other member countries.
Consequently, the non-discrimination requirement was incorporated in the Code
to apply as between member countries which take part in the Union, a require-
ment which is applicable both in respect of liberalized imports and imports
remaining under restriction. The participation, through the United
Kingdom, of outer sterling area countries in the clearing mechanism of EPU
and similar arrangements existing for other currency areas associated with
European countries, have extended the pooling facilities in respect of all
countries in those currency areas and have reduced or eliminated the financial
justification for discrimination against those sources of supply. A number
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of OEEC countrieshave therefore extended the application of their liberal-
ization measures to non-OEEC members in the EPU Area.¹ Among the OEEC
countries which are contracting parties to GATT, Belgium, Denmark, Greece,
Italy, Luxemburg, the Netherlands, Norway, Sweden and the United Kingdom
apply OEEC treatment to imports from all countries in the EPU area. In the
case of Germany, liberalization is extended to the non-OEEC countries in the
EPU area except for a limited number of products. Austria applies liberal-
ization to all EPUcountries except the non-OEEC countries in the sterling
area.² France applies liberalization to imports of OEEC origin only.
All imports into Turkey are subject to licensing control whether they originate
in OEES countries or in other areas.

15. Most of the countries which apply the liberalization measures to EPU
countries have also extended such treatment to imports from a certain number
of countries outside the .EPU area. The present situation of the OEEC member
countries which are contracting parties to GATT is as follows:

Countries outside EPU to which liberalization of OEEC
trade is extended

BLEU All countries except Argentina, East Germany,Turkey,
Uruguay

Denmark Argentina, Brazil,.Finland, Israel, Spain, USSR,
Yugoslavia; (for certain products) all countries
except those in the dollar area

Germany (Except for certain specified imports) contracting
parties to GAAT not clearing through EPU ³ and certain
bilateral agreement countries

Greece Bilateral agreement countries (Brazil, Egypt, Finland,
Israel, Japan, Spain, Uruguay, Yugoslavia, USSR, East
European countries); and all countries when payments
are made in EPU currencies (except Albania, China and
north Korea)

Italy Afghanistan, Ethiopia, Saudi Arabia, the Sudan,
Thailand, Yemen

The "EPU area" includes the member countries of EPU, their dependent
overseas territories,and the countries in the sterling, Belgian, French,
Italian, Portuguese and Dutch currency areas, including Indonesia.

2 The Austrian Government has indicated, however, that the clearing.
facilities of EPUare taken into account in licensing imports from such
sterling area countries, and that licences are liberally granted.

3Dollar countries are treated separately.



(continued) Countries outside EPU to which liberalization of OEEC
trade is extended

Netherlands Egypt

Norway Czechoslovakia, Finland, Hungary, Israel, Poland,
Rumania, the Spanish monetary area, Yugoslavia

Sweden Finland, Yugoslavia.

United Kingdom. All countries other than those in the dollar area and
Eastern Europe; Argentina, Tapan, Korea.

16. Apartfrom the extension of the application of intra-European
liberalization most OEEC countries have also made progress in the liberal-
ization of imports from the dollar area. At present, dollar liberalization
lists are in force in all OEEC member countries except Turkey. The following
table shows the liberalization level attained by the OEEC countries contracting
parties to GATT. It should be noted that, as in the case of intra-European
liberalization, these percentages do not take account of state trading, which
plays an important part in the agricultural imports of many OEEC member
countries.

Percentage of freed dollar imports as compared
with private imports from the US and Canada

As as 1 July 1956

(reference year: 1953)
Austria 8
Benelux 87
Denmark 55
France 11
Germany 91
Greece 99
Italy 40
Norway 83
Sweden 68
United Kingdom 56

17. Although the relevant recommendation of OEEC specifically refers to the
United States and Canada only, and although the percentages of liberalization
are calculated on the basis of imports from the two countries, all the
countries listed above (with the exception of France) apply the liberalization
to imports from all countries in the dollar area, The list of countries
considered as belonging to the dollar area, however, differs from one OEEC
country to another; :in general it includes the United States, Canada,
Bolivia, Colombia, Costa Rica, Cuba, Dominican Republic, Ecuador, El Salvador,
Guatemala, Haiti, Republic of Honduras, Liberia, Mexico, Nicaragua, Panama,
Philippines and Venezuela.


