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Free trade agreements between EFTA
and third countries: An overview

SUMMARY

The biggest trading partner of the European Free Trade Association (EFTA) is the EU, but
third countries have made up an increasing share of EFTA's trade since it began
exploring new markets through free trade agreements (FTAs) following the end of the
Cold War. Since international trade accounts for a significant share of EFTA countries'
national economies, boosting trade with new markets is a priority for the association.
Trade between the EU and three of the four EFTA states (the EEA EFTA states) is subject
to the European Economic Area (EEA) Agreement, meaning these countries adopt
EU legislation relevant to the Single Market. As the EU accounts for almost 70% of
EFTA's total trade, EU rules and regulations play a major role in its trade relations. This
has tended to restrict EFTA members' trade policies towards third countries.

EFTA began to negotiate FTAs around the world in the 1990s. Today, EFTA's network of
preferential trade relations consists of 25 FTAs covering 36 countries. Further
negotiations and exploratory talks are ongoing with major emerging economies such as
India, Indonesia, and Malaysia. Modernisation and extension of some existing (first
generation) FTAs, to incorporate new areas such as trade in services and investment, is
also under way.

Because EFTA is a free trade area not requiring the harmonisation of member countries'
external trade policies, EFTA members are free to decide their own trade policies
towards third countries. They have therefore signed bilateral FTAs with a number of
third countries. The Iceland-China FTA, China's first with a European country, is one
noteworthy example. Norway has signed two bilateral FTAs (with the Faroe Islands and
Greenland), while Switzerland, which has been in a customs union with Liechtenstein
since 1923, has concluded bilateral FTAs with three countries – China, Japan, and the
Faroe Islands. For the most part, EFTA has been able to speak with one voice whilst
allowing its individual members to decide their own bilateral policies.

In this briefing:
 Background: EFTA's evolution
 EFTA's trade policy
 EFTA goes global: FTAs with countries

outside the EU
 FTAs signed by individual EFTA countries
 Main references
 Endnotes
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Background: EFTA’s evolution
The European Free Trade Association (EFTA) was established by the Stockholm
Convention on 4 January 1960 as an alternative for countries that were either unwilling or
unable to join the European Community, and to promote free trade and economic
integration among its member states. Seven European countries – Austria, Denmark,
Norway, Portugal, Sweden, Switzerland and the United Kingdom – founded the EFTA.
Since then the number of members has fluctuated: Finland, Iceland and Liechtenstein
joined the EFTA in 1961, 1970 and 1991, respectively, while the United Kingdom and
Denmark left the organisation in 1972 to join the European Community, with Portugal
following suit in 1986. Austria, Finland and Sweden left in 1995, when they joined the EU.
Today EFTA comprises four countries: Iceland, Liechtenstein, Norway and Switzerland.
Their combined population is around 13.7 million, and their combined GDP, in 2014, was
approximately €920 billion – equivalent to 6.6% of the EU's GDP. In 2014, EFTA members'
trade with the world amounted to €627.7 billion, €381 billion of which was with the EU.

European Economic Area (EEA)
Three of the four EFTA countries –
Iceland, Liechtenstein and Norway
(Switzerland voted against accession in
a referendum on 6 December 1992) –
are parties to the Agreement on the
European Economic Area (EEA
Agreement), signed with the European
Union on 2 May 1992 and entered into
force on 1 January 1994. The EEA
Agreement allows EEA EFTA countries
unrestricted access to the EU's Single
Market. In return, they must adopt the
same Single Market-related legislation as EU Member States.1 Since Switzerland is not
part of the EEA, EU-Swiss trade relations are governed by a set of bilateral agreements.

The EEA Agreement, which governs EU-EFTA trade relations, covers cooperation in key
areas such as research and development, education, social policy, the environment,
consumer protection, tourism and culture, which are collectively known as 'flanking and
horizontal' policies. The agreement does not cover the following areas of common
EU policy: common agriculture and fisheries policies, a customs union, a common trade
policy; a common foreign and security policy; a monetary union; and justice and home
affairs. However, the EFTA countries have joined the Schengen area.

Opening up to new parts of the world
In response to the unprecedented pace of globalisation and the end of the Cold War,
EFTA has adapted to the changing structure of global politics and trade. In pursuit of
closer economic relations with third countries, EFTA has negotiated trade deals with
central and eastern European countries since 1991 and with Mediterranean countries
since 1995, with EFTA's network since then extending across the Atlantic and into Asia.
Today, EFTA's network of preferential trade relations comprises 25 FTAs with 36 countries
outside the EU. The growth of the network prompted the EFTA countries to update the
Stockholm Convention at the end of the 1990s. A new convention was signed in June
2001 and entered into force on 1 June 2002, in parallel to the EU-Swiss bilateral
agreements, which served as a point of reference for the convention's revision.

Data Source: EFTA, 2015.

Figure 1 - The EEA from 17 to 31 countries (1995-2015)

http://www.efta.int/
http://www.efta.int/sites/default/files/documents/legal-texts/efta-convention/Vaduz Convention Agreement.pdf
http://www.efta.int/sites/default/files/documents/legal-texts/efta-convention/Vaduz Convention Agreement.pdf
http://www.efta.int/about-efta/the-efta-states
http://data.worldbank.org/indicator/SP.POP.TOTL
https://dailybrief.oxan.com/Analysis/DB24621
http://www.efta.int/media/documents/legal-texts/eea/the-eea-agreement/Main Text of the Agreement/EEAagreement.pdf
http://www.efta.int/media/documents/legal-texts/eea/the-eea-agreement/Main Text of the Agreement/EEAagreement.pdf
http://www.efta.int/sites/default/files/publications/bulletins/efta-bulletin-2015.pdf
http://ec.europa.eu/trade/policy/countries-and-regions/countries/switzerland/
https://www.eda.admin.ch/content/dam/dea/en/documents/folien/Folien-Abkommen_en.pdf
http://www.efta.int/eea/policy-areas/flanking-horizontal-policies
http://www.efta.int/eea/policy-areas/flanking-horizontal-policies
http://www.efta.int/sites/default/files/publications/fact-sheets/EFTA-Convention-guide/BriefGuideEN.pdf
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EU-EFTA trade
EFTA's biggest trading partner is the EU. In 2014, the EU's share of EFTA's total imports and
exports was 70.2% and 65.8% respectively. Trade with EFTA accounts for 11.3% of the EU's
global trade. Industrial products constitute 94.1% and 93.6% of EU imports and exports
respectively. Agricultural products account for 2.7% and 6% of the EU's import and exports,
respectively. Fishery products' share of EU imports is 3.2%, while it accounts for 0.5% of
exports to EFTA.

Data Source: European Commission (figures in billion euros, as of 20 October 2015).

229,2

287,8
330,3 323,4

400,4 381,2

-50,0

0,0

50,0

100,0

150,0

200,0

250,0

300,0

350,0

400,0

450,0

2004 2006 2008 2010 2012 2014

EU imports from EFTA EU exports to EFTA
Trade balance Total trade volume

EFTA's trade policy
EFTA is strongly committed to the multilateral trading system of the World Trade
Organization (WTO). In the view of EFTA's members, FTAs are not an alternative, so much
as a complement to that system.

According to the EFTA Convention, EFTA's objectives are: continued and balanced
strengthening of trade and economic relations between its members; maintaining fair
conditions of competition between its members; promotion of the free movement of
goods, persons, services, and capital (the 'four freedoms'); progressive liberalisation of
trade in services and of investment; creating fair conditions of competition; opening its
members' public procurement markets; and protection of intellectual property rights.

EFTA's members see the association as a platform for pursuing FTAs, where they can
speak with one voice. However, because EFTA is not a customs union and its members are
not bound by a common tariff system, each EFTA country can decide its own trade
policies. As a result, EFTA members have also concluded bilateral FTAs outside EFTA's
framework with major economies such as China and Japan.

The EEA Agreement: governing EU-EFTA relations
Close cooperation between EFTA and the EU goes back to the early years of EFTA, when
an FTA between the two was concluded in July 1972. The last remaining trade barriers
and qualitative restrictions in bilateral trade were abolished in early 1984, when the then-
European Economic Community (EEC) and EFTA signed the Luxembourg Declaration on
broader cooperation. The EEA Agreement, the most comprehensive ever trade
agreement in Europe at the time, strengthened cooperation further. Uniting the members
of what would become the EU and the three EEA EFTA states, the Agreement provides for
the inclusion of EU legislation in all policy areas of the Single Market. The agreement
covers the 'four freedoms', along with such matters as social policy, consumer protection,
company law, statistics and the environment.

https://www.wto.org/
http://ec.europa.eu/world/agreements/downloadFile.do?fullText=yes&treatyTransId=521
http://www.efta.int/sites/default/files/documents/about-efta/EFTA-EC-joint-declaration-1984.pdf
http://www.efta.int/eea/policy-areas
http://ec.europa.eu/growth/single-market/index_en.htm
http://trade.ec.europa.eu/doclib/docs/2006/september/tradoc_113481.pdf
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Administration and management of the EEA is shared between the EU and the EEA EFTA
States through institutions matching those on the EU side. The two-pillar structure
comprises the joint EEA bodies: the EEA Council, the EEA Joint Committee, the EEA Joint
Parliamentary Committee (EEA JPC) and the EEA Consultative Committee. The EFTA
Surveillance Authority (ESA) and the EFTA Court correspond to the European Commission
and the Court of Justice of the EU (CJEU). The EEA EFTA countries have not transferred
any legislative powers to the EEA institutions and they are not directly subject to
Commission or CJEU decisions. Therefore, in order to make EU Single Market legislation
applicable to the EEA EFTA countries, it is incorporated into the EEA Agreement through
decisions of the EEA Joint Committee, which amends the EEA Agreement when the EU
adopts a new law or amends an existing one that has a bearing on the Single Market.

The ESA, in close cooperation with the European Commission, is tasked with ensuring that
EFTA countries fulfil their obligations under the EEA Agreement, including the
transposition of EU directives. Since 1997, the ESA and the European Commission have
published an Internal Market Scoreboard (IMS), assessing EEA EFTA members' compliance
with their obligation to transpose EU directives in a timely fashion.2

The Council adopts conclusions on the EU's relations with the EEA EFTA countries every
two years. The most recent Council conclusions, adopted on 16 December 2014,
acknowledged the key role played by the EEA Agreement in advancing economic relations
and Single Market integration between the EU and the EEA EFTA countries. It noted that
cooperation under the EEA Agreement with EEA EFTA members functioned well. The EEA
Council, in its most recent meeting held on 17 November 2015, acknowledged that the
EEA Agreement played a key role in advancing economic relations and Single Market
integration between the EU and EEA EFTA countries, and highlighted that it had proved
resilient and capable of adapting to EU treaty changes and enlargements.
A European Parliament resolution of 9 September 2015, while noting that strong relations between the
EU and the EFTA go beyond economic integration and the extension of the Single Market, expressed
concern about the increasing transposition deficit of the EEA EFTA countries, and strongly urged
Iceland to step up its efforts to fulfil its obligations under the EEA Agreement.

Review of the EEA Agreement
Although both the EEA EFTA countries and the EU reiterated that the EEA Agreement was
functioning well and had demonstrably contributed to European integration and
prosperity, discussions on the future of the EEA have intensified since 2010. Debate on an
EEA review gained momentum following the publication of Council conclusions on
EU relations with EFTA countries, adopted on 14 December 2010. For instance, the
government of Liechtenstein completed a review of the EEA in autumn 2010, while the
Norwegian government appointed an independent committee to review the agreement,
which produced a 900-page report entitled 'Outside and Inside'.

As the EU continues to evolve while the underlying EEA Agreement remains unchanged,
some challenges to the proper functioning of the EEA have become more evident. As
acknowledged in a working document of the Commission, timely incorporation of
EU legislation into the EEA Agreement is of critical importance for the homogeneity of the
Single Market and simultaneous application of legislation in all EEA countries. Pending
legal acts (or a 'backlog'), resulting from a delay in the incorporation of EEA-relevant
legislation into the EEA Agreement, are a major concern on the EU side. Another
challenge is to determine the criteria for deciding which legislation falls within the EEA
Agreement's scope. Both sides typically agree on the 'EEA-relevance' of new legislation,
but there have been occasional disagreements, and the EEA EFTA members have

http://www.efta.int/eea/eea-institutions/eea-council
http://www.efta.int/eea/eea-institutions/eea-joint-committee
http://www.efta.int/eea/eea-institutions/eea-joint-parliamentary-committee
http://www.efta.int/eea/eea-institutions/eea-joint-parliamentary-committee
http://www.efta.int/eea/eea-institutions/eea-consultative-committee
http://www.eftasurv.int/
http://www.eftasurv.int/
http://www.eftacourt.int/
http://www.efta.int/legal-texts/eea/list-of-adopted-joint-committee-decisions-jcds
http://www.eftasurv.int/press--publications/scoreboards/internal-market-scoreboards/nr/127
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/en/er/146315.pdf
http://data.consilium.europa.eu/doc/document/ST-1607-2015-REV-1/en/pdf
http://www.europarl.europa.eu/sides/getDoc.do?pubRef=-//EP//NONSGML+TA+P8-TA-2015-0313+0+DOC+PDF+V0//EN
http://www.efta.int/sites/default/files/documents/advisory-bodies/parliamentary-committee/jpc-reports/eea-jcp-report-eea-review.pdf
http://www.consilium.europa.eu/uedocs/cms_data/docs/pressdata/EN/foraff/118458.pdf
http://www.eu-norway.org/news1/Report-by-the-EEA-Review-Committee-Norways-agreements-with-the-European-Union/
http://www.eu-norway.org/Global/SiteFolders/webeu/NOU2012_2_Chapter_1.pdf
http://www.europarl.europa.eu/RegData/docs_autres_institutions/commission_europeenne/swd/2012/0425/COM_SWD(2012)0425_EN.pdf
http://www.efta.int/media/documents/legal-texts/eea/other-legal-documents/list-eu-acquis-marked-or-considered-eea-relevant/weekly_list.pdf
http://www.efta.int/media/documents/legal-texts/eea/other-legal-documents/list-eu-acquis-marked-or-considered-eea-relevant/weekly_list.pdf
http://www.efta.int/sites/default/files/publications/bulletins/EFTA-Bulletin-September-2015-updated.pdf
http://www.efta.int/sites/default/files/publications/bulletins/EFTA-Bulletin-September-2015-updated.pdf
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incorporated a number of acts not identified as EEA-relevant by the EU. Removing any
ambiguity about which EU law is EEA-relevant is therefore essential to prevent disputes
between the EU and EEA EFTA countries.

The EEA EFTA countries have criticised their limited participation in the EU's decision-
making process, given their obligation to adopt all EEA-relevant legislation – something
they say amounts to a 'democratic deficit'. An EEA JPC resolution of 3 May 2012 on the
review of the EEA noted that the European Parliament's enhanced role in decision-making
under the Lisbon Treaty had increased the deficit. However, The EEA EFTA countries'
position outside the EU was chosen by them rather than imposed by the EU, so any
'democratic deficit' resulting from their obligation to adopt EU law, despite not having a
voice in EU decision-making, can be seen as the 'price' they have chosen to pay for
retaining full access to the Single Market, whilst shunning EU membership.

The above-mentioned report commissioned by the Norwegian government described the democratic
deficit as follows: 'Norway has incorporated approximately three-quarters of all EU legislative acts into
Norwegian legislation and has implemented them more effectively than many of the EU member
states. At the same time, Norway is neither a member of the EU nor involved in the decision-making
processes to any significant extent'. Norway’s then-Minister for EU Affairs, Vidar Helgesen, noting that
the EEA was conceived as an alternative to EU membership from the very beginning, commented in
May 2015 that 'It's a funny situation where you have all the taxation and no representation'. He added
that 'Norway has no intention of becoming an EU member, although being part of the EEA costs the
country almost as much as being a full EU member'. He noted that Norway had implemented
10 000 EU legal acts without having any say in the decision to adopt them.

Despite EEA EFTA countries' concerns about a 'democratic deficit', a recent development
in Switzerland suggests that that non-EEA EFTA country voluntarily complies with some
EU rules and regulations. Although the Swiss authorities are not bound by CJEU decisions,
Switzerland was influenced by a CJEU judgment of 6 October 2015 invalidating the EU-US
Safe Harbour Framework. Following the judgment, the Swiss Federal Data Protection and
Information Commissioner Jean-Philippe Walter published an opinion arguing that the
Swiss-US Safe Harbour Framework no longer constituted a sufficient legal basis for
exporting data to US companies, and that, 'in the event of renegotiation, only an
internationally coordinated approach that includes the EU was appropriate'. The Swiss
response to the CJEU judgment (which involved amending the list of companies)
illustrated the EU's non-binding but influential role in shaping trade rules and regulations
for countries outside the EU, including members of EFTA.

Critics of the EEA see the 'Swiss model' as one alternative. However, the EU favours3 a
comprehensive approach, rather than splitting the EEA into sector-specific agreements, as
was the case for Switzerland. The Commission, stressing the drawbacks of a 'sectoral
approach', considers the EEA an important reference for future EU relations with small
countries such as Andorra, Monaco and San Marino. However, the Swiss government –
arguing that a comprehensive FTA with the EU as a substitute for its existing agreements
would not meet the needs of the Swiss economy – has resolved to pursue the bilateral
agreements approach as the basis for Switzerland's relations with the EU.

TTIP and its impact on EFTA
The EFTA countries are closely following the negotiations on the Transatlantic Trade and
Investment Partnership (TTIP) between the EU and the United States, both of which are
major trading partners of EFTA. The impact of TTIP, and of the 12-country Trans-Pacific
Partnership (TPP) and the EU's Trade for All strategy, was discussed at the last EFTA
Ministerial Meeting on 23 November 2015 in Geneva. A report on TTIP and its 'possible

http://www.efta.int/sites/default/files/documents/advisory-bodies/parliamentary-committee/jpc-reports/report2-2012-05-03.pdf
http://www.euractiv.com/section/global-europe/news/norway-sparks-debate-on-future-of-eu-relations/
http://www.euractiv.com/section/global-europe/interview/vidar-helgesen-our-eea-contribution-costs-almost-as-much-as-eu-membership/
http://curia.europa.eu/jcms/upload/docs/application/pdf/2015-10/cp150117en.pdf
http://www.edoeb.admin.ch/datenschutz/00626/00753/00970/01323/index.html?lang=en
http://www.edoeb.admin.ch/datenschutz/00626/00753/00970/index.html?lang=en&download=NHzLpZeg7t,lnp6I0NTU042l2Z6ln1ad1IZn4Z2qZpnO2Yuq2Z6gpJCDdX98hGym162epYbg2c_JjKbNoKSn6A--
http://www.edoeb.admin.ch/datenschutz/00626/00753/00970/01325/index.html?lang=en
http://www.efta.int/sites/default/files/documents/advisory-bodies/parliamentary-committee/jpc-reports/eea-jcp-report-eea-review.pdf
http://www.efta.int/sites/default/files/documents/advisory-bodies/parliamentary-committee/jpc-reports/eea-jcp-report-eea-review.pdf
https://www.seco.admin.ch/seco/en/home/seco/nsb-news.msg-id-60286.html
http://www.europarl.europa.eu/RegData/etudes/ATAG/2015/573886/EPRS_ATA%282015%29573886_EN.pdf
http://eeas.europa.eu/switzerland/index_en.htm
http://ec.europa.eu/trade/policy/in-focus/ttip/
http://ec.europa.eu/trade/policy/in-focus/ttip/
http://trade.ec.europa.eu/doclib/docs/2015/october/tradoc_153846.pdf
http://www.efta.int/About-EFTA/news/EFTA-Ministerial-meeting-Geneva-Switzerland-23-November-2015-62621
http://www.efta.int/sites/default/files/documents/advisory-bodies/parliamentary-committee/jpc-reports/15-615 150317 JPC Report TTIP and the implications on the EEA 587319_2_0.pdf
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Figure 2 - Third countries' share in EFTA's merchandise trade, 2005-2012

Source: EFTA.

implications for the EEA EFTA States' was discussed, and a resolution adopted, at the EEA
JPC's most recent meeting on 17 and 18 March 2015.

TTIP's impact on EFTA countries partly stems from their numerous trade links, and more
importantly from the fact that, under the EEA Agreement, the EEA EFTA countries are part
of the EU's Single Market. As stressed in the EEA Consultative Committee's resolution and
report on the impact of TTIP on the EEA Agreement, the EEA EFTA countries are supposed
to have the same regulatory framework. Therefore, if there is any change to
EU regulations as a result of TTIP, this will inevitably have an impact on the EEA EFTA
states. Although it is not a party to the EEA Agreement, Switzerland faces the same
situation because of its bilateral agreements with the EU.

As the negotiations continue and the final scope is uncertain, TTIP's impact on the EFTA
countries is not clear either. One expected consequence is that EFTA countries will face
more competition in both the EU and US markets as a result of the increase in EU goods
and services in the US, and in US goods and services in the EU. Increased competition may
adversely affect Norway's fishing industry, for example. Nevertheless, as acknowledged in
the EEA JPC resolution of March 2015, other effects, such as increased demand for goods,
investments and services resulting from stronger economic growth in the US and the EU,
are expected to have a positive impact on EFTA's members: with GDP growth in the US
and the EU likely to stimulate third countries' exports to those markets, EEA EFTA
countries are expected to benefit from greater demand for their products.

EFTA goes global: FTAs with countries outside the EU
EFTA's third-country policy
For EFTA, the end of the Cold War was an opportunity to enhance cooperation and boost
trade with the new democracies of Central and Eastern Europe. EFTA decided to establish
its own network of free trade agreements with third-country partners. Since then, EFTA's
members have signed a number of new trade agreements with countries around the
world. The broadening and deepening of trade relations with third parties has been a key
element of EFTA's agenda, not least because all EFTA's members are highly dependent on
foreign trade. As a result, third counties' share in EFTA's trade increased from 3.3% in
2005 to 9.3% in 2012. During this period, the EU's share decreased from 73.1% to 68.3%
while intra-EFTA trade increased from only 0.6% to 0.8%.

EFTA's trade relations with third countries are governed by FTAs. FTAs require EFTA
members to reconcile their national interests around shared positions. For each process

http://www.efta.int/sites/default/files/documents/advisory-bodies/parliamentary-committee/jpc-resolutions/15-893 150303 EEA JPC Resolution TTIP.pdf
http://www.efta.int/sites/default/files/documents/advisory-bodies/consultative-committee/cc-resolutions/English/EEA CC Resolution and Report on TTIP final.pdf
http://www.efta.int/sites/default/files/documents/advisory-bodies/consultative-committee/cc-resolutions/English/EEA CC Resolution and Report on TTIP final.pdf
http://ec.europa.eu/trade/policy/in-focus/ttip/about-ttip/impact/
http://www.efta.int/sites/default/files/images/15-893 150303 EEA JPC Resolution TTIP.pdf
http://www.efta.int/sites/default/files/publications/bulletins/EFTA-Bulletin-2013.PDF
http://www.sice.oas.org/TPD/can_efta/Studies/EFTARels_e.pdf
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of negotiating with a third country, a representative of one of the EFTA countries takes on
the role of EFTA spokesperson. Once the negotiations have been completed, the
agreement is signed by all the parties and ratified in accordance with their respective
constitutional procedures.

EFTA FTAs typically grant complete relief of import duties on industrial products. Because
the fisheries sector is so important for Iceland and Norway, fish and other marine
products are treated as industrial products and constitute an essential element of the
FTAs. Agricultural products are generally divided into 'basic products' (i.e. sugar and grain)
and 'processed products' (i.e. pasta, chocolate). Since EFTA does not have a common
agricultural policy, the former group of products are addressed in bilateral agreements
between EFTA countries, while EFTA as a whole, in principle, grants free trade in
processed products.

Each EFTA country and its FTA partners have concluded bilateral agreements on basic
agricultural products, which form one part of the legal framework for the free trade area.
For instance, under the EFTA-Egypt FTA, Egypt signed bilateral agreements on trade in
agricultural products with Iceland, Norway and Switzerland (no such agreement was
signed with Liechtenstein because of its 29 March 1923 Customs Union Treaty with
Switzerland). The agreements are identical but for their annexes, which indicate the
concessions made by each side. This means that EFTA countries determine the goods on
which they will reduce or eliminate customs duties independently of one another,
according to the requirements and interests of their national agriculture sectors.

The third country's level of economic development is taken into consideration when
negotiating an EFTA FTA. EFTA countries typically immediately abolish all tariffs and other
restrictions on industrial products when an FTA enters into force, while less economically
developed partners may benefit from transitional periods in which they gradually phase
out theirs. However, EFTA also has reciprocal and symmetrical FTAs with countries of
similar levels of development, such as Israel and Singapore.

A more comprehensive approach: second-generation FTAs
The scope of EFTA FTAs has widened, incorporating new areas added to the multilateral
trading system in the WTO Uruguay Round. FTAs include provisions on rules of origin;
liberalisation of trade in services; dispute settlement and arbitration; rules of
competition; protection of intellectual property rights; trade facilitation principles;
sanitary and phytosanitary measures; access to public procurement markets; and state
aid (subsidies). However, EFTA FTAs are not as comprehensive as the EU's FTAs, since
the latter go beyond the WTO-plus provisions. EFTA FTAs rely far more on the existing
WTO provisions on intellectual property rights, for instance, and include few additional
procedural measures. Since the EEA and the EU-Swiss bilateral agreements apply the
EU acquis to most policy areas covered by EFTA, EFTA agreements do not offer
alternative rules to those of the EU.4 The main areas covered in EFTA's FTAs can be
summarised as follows:

 The rules of origin determine whether or not a given product can be traded under the
agreement. Products need to be either 'wholly obtained' or 'sufficiently worked or
processed' in a country order to be considered as originating there, and thus eligible
for concessions in EFTA FTAs. EFTA is one of 23 contracting parties to the Regional
Convention on Pan-Euro-Mediterranean Preferential Rules of Origin (PEM Convention),
which established the Paneuro system, enabling the parties – including the EU – to
have identical rules of origin.

http://www.efta.int/media/documents/legal-texts/free-trade-relations/egypt/EFTA-Egypt Free Trade Agreement.pdf
http://www.efta.int/media/documents/legal-texts/free-trade-relations/egypt/Agricultural Agreements/EG-IS-Ag.pdf
http://www.efta.int/media/documents/legal-texts/free-trade-relations/egypt/Agricultural Agreements/EG-NO-Ag.pdf
http://www.efta.int/media/documents/legal-texts/free-trade-relations/egypt/Agricultural Agreements/EG-CH-Ag.pdf
https://www.wto.org/english/thewto_e/whatis_e/tif_e/fact5_e.htm
https://www.wto.org/english/tratop_e/roi_e/roi_info_e.htm
http://ec.europa.eu/taxation_customs/customs/customs_duties/rules_origin/preferential/article_783_en.htm
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 FTAs include provisions on the liberalisation of trade in services, covering all modes of
supply and containing specific provisions on sectors of particular importance, such as
maritime, financial and telecommunications services. They build on the WTO General
Agreement on Trade in Services (GATS), and generally take a standard approach,
complemented by specific enhanced commitments.

 For dispute settlement, each EFTA country and its FTA partner may ask in writing to
formally discuss any actual or proposed measure or any other matter that it believes
may affect how the FTA operates. Such discussions take place in the Joint Committees,
which thereby serve as a forum for discussing and resolving any differences between
the partners regarding the interpretation and application of FTAs.

 Since removing traditional barriers to trade, such as tariffs and quantitative
restrictions, does not necessarily guarantee free trade and market access, EFTA FTAs
contain specific clauses on rules of competition to rule out new trade barriers whose
objective or effect is to prevent, restrict or distort competition.

 FTAs contain high standards of protection of intellectual property rights (IPR),
including measures to enforce such rights against infringement, counterfeiting and
piracy. IPR provisions build on the principles of national treatment and most-favoured
nation treatment set out in the WTO Agreement on Trade-Related Aspects of
Intellectual Property Rights (TRIPS).

 EFTA FTAs also include provisions on the main trade facilitation principles:
transparency, simplification and cooperation. Following discussions on the
simplification of trade procedures, WTO members signed the Trade Facilitation
Agreement5 (TFA) in December 2013.

 Sanitary and phytosanitary measures to protect food safety and animal and plant
health may constitute technical barriers to trade if these measures are applied in an
excessive way with protectionist intent. Some EFTA FTAs therefore include provisions
to ensure food safety while applying the least trade-restrictive measures.

 EFTA FTAs also aim to liberalise and ensure non-discriminatory access to mutually
open public procurement markets for goods, services and public works. For instance,
according to EFTA-Mexico FTA, each party provide the other's products, services and
suppliers a treatment no less favourable than that accorded to domestic products,
services and suppliers. All FTAs, with some minor exceptions, include a provision urging
the parties to accede to the GPA.

 EFTA FTAs contain specific rules on state aid to ensure that aid (subsidies) granted by
the authorities to private entities does not distort competition. State aid and
countervailing measures are governed by the WTO Agreement on Subsidies and
Countervailing Measures (SCM).

Expansion of EFTA's FTA network
Joint declarations on cooperation
In general, Joint Declarations on Cooperation (JDC) are EFTA's first step towards a new
trade agreement. The declarations include common objectives, such as strengthening
economic ties and cooperation to help liberalise trade and investment, and facilitating
the involvement of the private sector in trade and commercial cooperation. JDCs are
aimed at increasing trade links between the signatories by seeking ways and means to
remove technical barriers to trade, develop customs cooperation, and exchange
information on trade. They should also encourage cooperation around free
competition, public procurement markets, intellectual property rights and sustainable
development.

https://www.wto.org/english/tratop_e/serv_e/serv_e.htm
https://www.wto.org/english/tratop_e/serv_e/cbt_course_e/c1s3p1_e.htm
https://www.wto.org/english/tratop_e/serv_e/cbt_course_e/c1s3p1_e.htm
https://www.wto.org/english/docs_e/legal_e/26-gats.pdf
https://www.wto.org/english/tratop_e/dispu_e/dispu_e.htm
https://www.wto.org/english/tratop_e/comp_e/comp_e.htm
https://www.wto.org/english/tratop_e/trips_e/intel1_e.htm
https://www.wto.org/english/docs_e/legal_e/27-trips.pdf
https://www.wto.org/english/tratop_e/tradfa_e/tradfa_e.htm
http://bit.ly/23H1Edd
https://www.wto.org/english/tratop_e/sps_e/sps_e.htm
https://www.wto.org/english/tratop_e/gproc_e/gproc_e.htm
https://www.wto.org/english/tratop_e/scm_e/scm_e.htm
https://www.wto.org/english/tratop_e/scm_e/subs_e.htm
http://www.efta.int/free-trade/joint-declarations-on-co-operation
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Source: EFTA.

Figure 3 - EFTA free trade network

In each declaration, EFTA and its partner establish a Joint Committee composed of both
parties' representatives and responsible for reviewing cooperation in areas covered by
the declarations. EFTA issued JDCs with its 20 partners6 before launching trade
negotiations with them, some of which have already concluded with an FTA. EFTA has
also issued JDCs with Mercosur (2000), Mongolia (2007), Mauritius (2009), Pakistan
(2012), Myanmar (2013) and Ecuador (2015), none of which have yet proceeded to
negotiations on an FTA.

Concluded negotiations
Over the past 25 years, EFTA has signed 25 FTAs, beginning with Turkey in 1991 and Israel
in 1992. The first years of EFTA's network expansion concentrated on countries in Central
and Eastern Europe. EFTA concluded FTAs with the Czech and Slovak Republics (July
1992), Romania (May 1993), Bulgaria (July 1993), Poland (September 1993) and Hungary
(October 1993). The growth of EFTA's network in the region continued with the signing of
FTAs with Slovenia (July 1995), Estonia and Latvia (June 1996), Lithuania (January 1997)
and later Macedonia (June 2000) and Croatia (June 2001). Since all these countries – with
the exception of Macedonia – subsequently joined the EU, their FTAs with EFTA were
ultimately terminated and replaced by the relevant arrangements between EFTA
members and the EU. EFTA's trade with these countries is now governed by the EEA
Agreement and the EU-Swiss bilateral agreements.

In the meantime, EFTA started looking for new trading partners in the Mediterranean, in
line with a then-new EU policy (Barcelona Process) towards the region aimed at the
'progressive establishment' of a Euro-Mediterranean free trade area with twelve
Mediterranean countries. By 1997, EFTA had signed Joint Declarations with Egypt, Tunisia,
Morocco, the Palestinian Authority, Jordan and Lebanon, all of which led to FTAs within a
decade, starting with Morocco in 1997 and ending with Egypt in 2007.

At the end of the 1990s, EFTA further extended its network to encompass Latin American,
Asian and African countries. FTAs were signed with Mexico (November 2000), Singapore
(June 2002), Chile (June 2003), the Republic of Korea (December 2005), the Southern
African Customs Union (June 2006), Canada (January 2008), Colombia (November 2008),

http://www.efta.int/free-trade/joint-declarations-on-co-operation/mercosur
http://www.efta.int/free-trade/joint-declarations-on-co-operation/mongolia
http://www.efta.int/free-trade/joint-declarations-on-co-operation/mauritius
http://www.efta.int/free-trade/joint-declarations-on-co-operation/pakistan
http://www.efta.int/free-trade/joint-declarations-on-co-operation/myanmar
http://www.efta.int/free-trade/efta-joint-declarations-cooperation/ecuador
http://www.efta.int/free-trade/free-trade-agreements/turkey
http://www.efta.int/free-trade/free-trade-agreements/israel
http://www.efta.int/free-trade/free-trade-agreements/macedonia
http://www.efta.int/free-trade/fta-map
http://eeas.europa.eu/euromed/barcelona_en.htm
http://www.efta.int/media/documents/legal-texts/free-trade-relations/egypt/EFTA-Egypt Joint Declaration on Cooperation.pdf
http://www.efta.int/free-trade/free-trade-agreements/tunisia
http://www.efta.int/free-trade/free-trade-agreements/morocco
http://www.efta.int/free-trade/free-trade-agreements/palestinian-authority
http://www.efta.int/free-trade/free-trade-agreements/jordan
http://www.efta.int/free-trade/free-trade-agreements/lebanon
http://www.efta.int/free-trade/free-trade-agreements/mexico
http://www.efta.int/free-trade/free-trade-agreements/singapore
http://www.efta.int/free-trade/free-trade-agreements/chile
http://www.efta.int/free-trade/free-trade-agreements/korea
http://www.efta.int/free-trade/free-trade-agreements/sacu
http://www.efta.int/free-trade/free-trade-agreements/sacu
http://www.efta.int/free-trade/free-trade-agreements/canada
http://www.efta.int/free-trade/free-trade-agreements/colombia
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the Gulf Cooperation Council (June 2009), Peru (July 2010) and the Central American
States (June 2013). Simultaneously, EFTA signed new FTAs with five more European
countries: Albania and Serbia (December 2009), Ukraine (June 2010), Montenegro
(November 2011), and Bosnia and Herzegovina (June 2013).

Updating and extending existing FTAs
In response to the evolving global trade system and significant changes in the scope of
EFTA's FTAs, EFTA deemed it necessary to update its 'first generation' agreements, which
do not cover some of the subject areas covered by FTAs negotiated more recently. EFTA is
currently working on modernising its existing FTAs with Turkey and Canada, and an
update of the FTAs with Mexico and Chile is also on EFTA's agenda. On 22 January 2016,
EFTA and Mexico signed a Joint Statement launching negotiations on extending their FTA
to cover areas such as trade facilitation and sustainable development.

Signed in December 1991, the EFTA-Turkey FTA is EFTA's oldest agreement with a third
country. During the Joint Committee's 11th meeting in June 2014, EFTA and Turkey
agreed to launch negotiations on an updated FTA. Items on the agenda include trade in
services, technical barriers to trade, sanitary and phytosanitary issues, competition policy,
sustainable development and trade facilitation; three rounds have been held so far, the
last of which took place on June 2015.

The EFTA-Canada FTA was signed on 26 January 2008 and entered into force on 1 July
2009. It aims at the elimination of duties on industrial products and abolishes or reduces
duties on processed agricultural products, leaving tariff reductions on basic agricultural
products to bilateral agreements. It is a goods-only agreement, but it does provide for
future negotiations on trade in services and investments, which EFTA and Canada began
discussing in May 2012.

Ongoing negotiations
EFTA is currently negotiating with ten more partners: Algeria (since November 2007),
Honduras (March 2012), Georgia (September 2015), India (October 2008), Indonesia
(January 2011), Malaysia (November 2012), the Philippines (March 2015), the
Russia/Belarus/Kazakhstan customs union (January 2011), Thailand (October 2005) and
Vietnam (May 2012).

EFTA and Russia created a Joint Study Group in December 2007 to explore the potential
for closer relations. With the creation of a customs union between Russia, Kazakhstan and
Belarus in 2010, the latter two countries joined Russia in the negotiations, which began in
January 2011. Since the 11th round of negotiations, held in January 2014, negotiations
have been on hold. With Thailand, the most recent (second) round of negotiations was
held in January 2006, three months after the first round, but since then there has been no
progress of note. Algeria and the EFTA managed to hold four rounds of negotiations
within the space of a year, but the process subsequently stalled. In November 2015, EFTA
Ministers agreed to continue to monitor the situation in these countries.

The most recent talks were with India, on a 'Trade and Economic Partnership Agreement'.
They were launched in November 2013 and reached their 13th round in November 2015,
with an EFTA Ministerial Meeting in November 2015 confirming the association's
willingness to resume negotiations. In addition, the ministers reaffirmed EFTA's
commitment to advancing negotiations with Malaysia, the Philippines and Vietnam, and
reiterated their interest in resuming negotiations with Indonesia. On the other hand,
EFTA's negotiations with Georgia have progressed relatively quickly: the parties
conducted two rounds of negotiations within three months in 2015. The third and final
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http://www.efta.int/free-trade/free-trade-agreements/peru
http://www.efta.int/free-trade/free-trade-agreements/central-american-states
http://www.efta.int/free-trade/free-trade-agreements/central-american-states
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http://www.efta.int/free-trade/free-trade-agreements/montenegro
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http://www.efta.int/free-trade/free-trade-agreements/fta_modernisation
http://www.efta.int/Free-Trade/news/EFTA-Chile-Joint-Committee-meets-Geneva-1209
http://www.efta.int/Free-Trade/news/EFTA-and-Mexico-launch-negotiations-review-EFTA-Mexico-Free-Trade-Agreement-63901
http://www.efta.int/media/documents/legal-texts/free-trade-relations/turkey/EFTA-Turkey Free Trade Agreement.pdf
http://www.efta.int/free-trade/news/efta-and-turkey-start-negotiations-expansion-free-trade-agreement-2861
http://www.efta.int/Free-Trade/news/EFTA-and-Turkey-hold-third-round-negotiations-60066
http://www.efta.int/media/documents/legal-texts/free-trade-relations/canada/EFTA-Canada Free Trade Agreement EN.pdf
http://www.efta.int/free-trade/free-trade-news/2012-05-11-efta-canada-2nd-jc-mtng
http://www.efta.int/free-trade/ongoing-negotiations-talks/algeria
http://www.efta.int/free-trade/ongoing-negotiations-talks/central-america
http://www.efta.int/free-trade/ongoing-negotiations-talks/georgia
http://www.efta.int/free-trade/ongoing-negotiations-talks/india
http://www.efta.int/free-trade/ongoing-negotiations-talks/indonesia
http://www.efta.int/free-trade/ongoing-negotiations-talks/malaysia
http://www.efta.int/free-trade/ongoing-negotiations-talks/philippines
http://www.efta.int/free-trade/ongoing-negotiations-talks/russia-belarus-kazakhstan
http://www.efta.int/free-trade/ongoing-negotiations-talks/thailand
http://www.efta.int/free-trade/ongoing-negotiations-talks/vietnam
http://www.efta.int/Free-Trade/news/EFTA-and-Russian-Federation-agree-Joint-Study-Group-examine-closer-trade-and-investment-cooperation-2390
https://www.chathamhouse.org/sites/files/chathamhouse/public/Research/Russia and Eurasia/0812bp_dragnevawolczuk.pdf
http://www.efta.int/free-trade/news/efta-conducts-11th-round-free-trade-negotiations-russia-belarus-and-kazakhstan-2661
http://www.efta.int/Free-Trade/news/Thailand-EFTA-Second-Round-Negotiations-2404
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round of negotiations was held in February 2016 and the FTA is expected to be signed
during the EFTA Ministerial Meeting in June 2016.

The priorities of the Swiss chairmanship of the EFTA Council in the first half of 2016
include: monitoring developments in countries with which negotiations are on hold:
Algeria, Thailand, Russia, Belarus and Kazakhstan; continuing negotiations with Turkey,
Canada, Mexica and Chile on upgrading existing FTAs; and resuming negotiations with
India and Indonesia.

FTAs signed by individual EFTA countries
EFTA members tend to act in unison, forming a bigger trading bloc in relation to third
countries. Negotiating as a bloc has advantages, such as making EFTA more attractive to
third countries because of the size of the market it represents. A unified market pooling
consumers and various sectors from different countries strengthens EFTA's bargaining
power vis-à-vis its trading partners. However, EFTA members' autonomy in entering into
bilateral FTAs with other countries has also allowed them to conclude FTAs individually:

Iceland
Negotiations on an Iceland-China Free Trade Agreement, China's first FTA with a
European country, were launched in 2007 and signed on 15 April 2013 in Beijing. The FTA
covers trade in goods and services, rules of origin, trade facilitation, intellectual property
rights, competition, and investment. It removes tariffs on most goods, though for some
products, Chinese tariffs will be phased out over a transition period of five or 10 years.
Chinese exports are duty-free from the entry into force of the FTA. Given the small size of
Iceland's market, it has been argued that China's interests are more political then
economic: Iceland, an Arctic Council member, is important for China as it develops its
position in the Arctic.7 A joint statement by the governments reaffirmed their intent to
further strengthen bilateral political relations.

Norway
Norway, another Arctic country, has also negotiated an FTA with China. In 2007, the two
countries agreed to launch a joint study on the feasibility of a bilateral FTA. Negotiations
started in September 2008, and the eighth (and most recent) round of negotiations,
covering trade in goods, services and investments, was held in September 2010. After the
last round, one Chinese official stated that 'there are still several issues that remain
unresolved. And they will be further discussed in the next round'. However, negotiations
were halted in October 2010 after imprisoned dissident Liu Xiaobo was awarded the
Nobel Peace Prize by the Norwegian Nobel Committee. Another round of negotiations
has yet to be held.

Switzerland8

China is the third-largest consumer of Swiss industrial products in the world. After a joint
study concluded that a comprehensive FTA would significantly strengthen economic
cooperation, the two countries signed a Memorandum of Understanding in August 2010.
The Swiss-China FTA was ultimately signed in July 2013 and entered into force on 1 July
2014. It covers trade in industrial and agricultural products, and contains provisions on
services, technical rules, intellectual property rights, competition, promotion of
investment, and transparency in public procurement. Switzerland has also signed an FTA
with Japan: the Free Trade and Economic Partnership Agreement. The two countries
began negotiating in May 2007 and, following eight rounds of negotiations, the Swiss-
Japan FTA was signed on 19 February 2009. With its entry into force on 1 September
2009, almost all tariffs on industrial goods were eliminated.

http://www.efta.int/Free-Trade/news/EFTA-and-Georgia-conclude-free-trade-negotiations-126781
http://www.efta.int/sites/default/files/documents/about-efta/chairmanship/priorities-of-the-swiss-chair-during-the-first-half-of-2016.pdf
https://www.mfa.is/media/fta-kina/Iceland-China.pdf
http://www.telegraph.co.uk/finance/economics/9995525/Iceland-first-European-country-to-sign-free-trade-agreement-with-China.html
https://www.mfa.is/media/fta-kina/China_fact_sheet_enska_15042013_Final.pdf
http://www.europarl.europa.eu/RegData/bibliotheque/briefing/2013/130631/LDM_BRI(2013)130631_REV1_EN.pdf
http://www.arctic-council.org/
http://eng.forsaetisraduneyti.is/media/frettir1/Joint-statement-of-PMs-Iceland-China-2013.pdf
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http://www.fdi.gov.cn/1800000121_37_22761_0_7.html
http://www.nobelprize.org/nobel_prizes/peace/laureates/2010/press.html
https://www.seco.admin.ch/seco/en/home/Aussenwirtschaftspolitik_Wirtschaftliche_Zusammenarbeit/Wirtschaftsbeziehungen/Freihandelsabkommen/Partner_weltweit/china.html
http://www.mofa.go.jp/region/europe/switzerland/epa0902/agreement.pdf
http://www.mofa.go.jp/region/europe/switzerland/epa0902/agreement.pdf
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Endnotes
1 The EEA EFTA countries participate in 13 EU programmes, including Erasmus+ 2020. Their contribution to the EU's

2014-2020 Multiannual Financial Framework was €3.2 billion, a notable increase from €1.7 billion in the period 2007-
2013.

2 The transposition ranking of the EEA EFTA countries in the 35th Internal Market Scoreboard (IMS) caused some
concern: their average transposition deficit was 2.0%, while that of the EU Member States was 0.5%. Iceland was given
the highest, and therefore the worst, ranking among all 31 EEA States, with a transposition deficit of 2.8%. Norway and
Liechtenstein's deficit increased compared to the previous IMS to 2.0% and 1.2%, respectively. However, in the 36th
IMS in October 2015, the average deficit of the three EEA EFTA States decreased to 1.1%, and Norway achieved a
perfect score of 0%.

3 See, for instance: EU Relations with the Principality of Andorra, the Principality of Monaco and the Republic of San
Marino: Options for Closer Integration with the EU, European Commission, 20 November 2012.

4 For a comparison between the EFTA FTA's with the FTAs of the EU, US and Japan, see: Comparing international trade
policies: the EU, United States, EFTA and Japanese PTA strategies, DG Expo, Policy Department, February 2014.

5 Sixty-six WTO members have ratified the TFA, including the EU and three EFTA countries – Norway, Switzerland and
Lichtenstein. The Agreement will enter into force when two-thirds of WTO members ratify it.

6 Albania, Algeria, Colombia, Croatia, Egypt, Georgia, the Gulf Cooperation Council, Jordan, Lebanon, Malaysia,
Macedonia, Montenegro, Morocco, the Palestinian Authority, Panama, Peru, the Philippines, Serbia, Tunisia, and
Ukraine.

6 For China's Arctic strategy and relations with Iceland, see: China, Iceland and the Arctic, The Diplomat, 14 November
2013.

7 As the Swiss customs area includes the territory of Liechtenstein, Switzerland's FTAs also apply to Liechtenstein for
matters covered by their Customs Union Treaty, such as 'trade in goods'.
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