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From the London End 

Britain and the Free Trade Area 
Implications for the Commonwealth 

THE shape which the Free Trade 
Area scheme (described in the 

first of these three articles) has 
taken has been the ostensible conse
quence of the special trading inter
ests which the overseas Common
wealth and Empire possesses in the 
Brit ish market. The reciprocal 
character of imperial tariff prefer
ences according to the United King
dom White Paper on the Free Trade 
Area precluded "H M Government 
from entering Into arrangements 
which would in principle make it 
impossible for the United Kingdom 
to treat imports from the Common
wealth at least as favourably as . 
those from Europe." This declara
tion has since been understood and 
proclaimed as the ultimate of indi
cations that the United Kingdom 
stands by the overseas sterling area 
whatever the circumstances. And 
the United Kingdom has apparently 
succeeded in maintaining the full 
consent of Commonwealth repre
sentatives at their meetings held in 
the last year on questions relating 
to the European cooperation pro
jects. 

Economic Bloc 
The Bri t ish emphasis on Common

wealth cohesion at the present time 
appears largely to be a consequence 
of the speed w i t h which the Six in 
Western Europe are organising the 
Common Market. For there can be 
no question that in the view of the 
United Kingdom the Six are by their 
projects attempting the establish
ment of an economic bloc, which 
can undermine not only Britain's 
position in Europe, but the export 
capacity of the entire sterling area. 
Hence the current meeting of 
G A T T was made an occasion for 
a combined Commonwealth attack 
on the Common Market that the 
Six were diverting rather than 
creating trade and that the diver
sion was to the disadvantage of the 
sterling area.. It is in the l ight of 
this that an examination of the Free 
Trade Area needs to be made: In 
what ways w i l l i t enable the over
sets sterling area to continue to 
trade w i t h Bri ta in and indeed wi th 
Europe on the basis of past per
formance, and does there exist any 
opportunities for this trade to ex

pand once the Free Trade Area is 
established? 

Imperial Tariff Preferences 
The importance of imperial tariff 

preferences for the overseas sterling 
area is of course governed by the 
commodity structure of Brit ish 
imports. Something like 50 per cent 
of Br i t i sh imports from the over
seas sterling area are made up of 
foodstuffs and another 40 per cent 
are raw materials. Most raw mat
erials enter the United King
dom free of duty irrespective 
of source, so that it is only half of 
Britain's imports from the sterling 
area that really enjoy an effective 
tariff preference. The fact that 90 
per cent of the United Kingdom 
imports of sterling goods would not 
be affected by an industrial Free 
Trade Area at all is suggested by 
the United Kingdom as constituting 
a sufficient protection for Common
wealth exports to the British mar
ket. As for the balance of 10 per 
cent the tariff preference, in so far 
as the Continental members of the 
Free Trade Area are competitive 
suppliers to the ".Commonwealth. 

wi l l be removed. But Bri ta in wi l l 
st i l l be able to keep a preference for 
this 10 per tent of Commonwealth 
exports over similar goods from 
countries outside Western Europe. 
They could, for instance, charge a 
lower duty on Canadian and Indian 
exports than on American and 
Japanese exports. This ability arises 
from one of the more essential 
differences between a customs union 
and the Free Trade Area: in a cus
toms union the members have a 
common tariff against the outside 
world; in the Free Trade Area the 
members can keep intact, if they 
like, their individual tariff structur
es and policies in relation to the 
outside world. 

Commonwealth Exports 
It is however believed that the 

Free Trade Area, in spite of the ex
clusion of foodstuffs and of com
mon tariffs against the outside 
world, does not provide the safe
guards for Commonwealth exports 
which now stand threatened by the 
Common Market project of the Six. 
While it is true that the United 
Kingdom remains the most Import-
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ant market for Commonwealth pro
duce, the fact remains that for the 
past decade the level of United 
Kingdom imports of Commonwealth 
foodstuffs and raw materials has 
tended to stagnate while the Con
tinental European market has tend
ed to expand. Between 1952 and 1056 
the rest of the sterling area in-
creased its exports to the O E E C 
(excluding the United Kingdom) by 
over one-third, compared to an In
crease to the United Kingdom of 
less than one-tenth. (Table 1.) Also 
in all the main classes of Common
wealth primary exports, the O E E C 
countries of Continental Europe 
proved to be an expanding market. 
In Table I I the distribution of the 
exports of the main commodities 
exported by the overseas sterling 
area is given. 

Taking a shorter but equally 
meaningful period, the relative ex
panding character of the European 
market as compared to the United 
Kingdom is decisively shown. The 
period between the first half of 
1956 and the first half of 1957 ex
cludes the impacts of the Suez crisis 
but does take into account the 
conversion of the international mar
ket from an expansionary one to 
that of relative stagnation wi th cor
responding reductions in internation
al commodity prices. In this period, 
the rest of the sterling area increas
ed their exports to the United King
dom by no more than 3 per cent. 
The increases to the dollar area 
and the Continental O E E C area 
was 5 and 10 per cent respectively. 
This lack of buoyancy in the Bri t ish 
market has, in turn, led to the share 
of the rest of the sterling area to 
stagnate at the level of 35 per cent 
of total U K Imports a level that 
has remained since 1952. 

The export experience of the 
overseas sterling area tends to sug
gest that the Continental European 
market is and w i l l increasingly be
come Important given no change in 
the existing system of trade. It is 
here that the Common Market of 
the Six can produce a threat of 
considerable severity to the inter
national marketing of the produce 
of the overseas sterling area. The 
Common Market wi l l tend to dis
criminate against the Common
wealth countries to the advantage 
of the overseas territories and 
colonies of France, Belgium and the 
Netherlands. It is certainly true 
that in a number of Important In
stances the overseas territories of 
these latter countries are competing 

wi th the Commonwealth In such im-
portant markets as Western Ger
many and I ta ly . The Free Trade 
Area contains nothing which would 
be able to thwart this threat from 
the Common Market to the Com
monwealth countries. 

Common wealth Imports 
Wi th regard to the import require

ments of the rest of the sterling 
area, the Free Trade Area holds a 
certain disadvantage. As was shown 
in the second of this series of 
articles, an important part of the 
trade of both Br i ta in and the other 
West European countries consists 
of selling manufactured goods to 
each other, and there would be 
more scope for this if trade wi th in 
Western Europe was not subject t o ' 
tariffs. But the sterling area ac
counts for more Bri t ish exports 
than Western Europe in every in
dustrial group. There is thus the 
likelihood that, in a Free Trade 
Area, the U K's share in the im
ports of the other Commonwealth 
countries may decline further be
cause of the Bri t ish inclination to 
compete and to sell more in Western 
Europe. Already over the past five 
years the rest of the sterling area 
has increased its imports of manu
factured goods from Continental 
Europe without corresponding In
creases in imports from Bri ta in . In 
consequence, the United Kingdom 
share of the imports of the over
seas sterling area has fallen from 
54.4 per cent to 49.2 per cent while 
that of Germany and the other 
O E E C countries has risen from 
C.6 per cent to 8.6 per cent and 15.9 
per cent to 17 per cent respectively 
between 1955 and the first half of 
1956. 

Two other consequences which 
shall be of concern to the overseas 
Commonwealth may follow upon 
Britain's entry into the Free Trade 
Area. In the first place, the Free 
Trade Area In industrial goods may 
make it necessary for the United 
Kingdom to devote a very much 
higher proportion of Its resources 
for investment wi th in Bri t ish in
dustry. The need to become com
petitive and to readjust the British 
economy consequent to the tendency 
for specialisation wi l l make it 
well-nigh impossible for the United 
Kingdom to allow any large scale 
flow of Investment funds either on 
private or capital accounts to the 
overseas Commonwealth. The other 
consequence concerns the Industri
alisation of some of the countries in 
the Commonwealth. Unless the Unit

ed Kingdom is prepared to allow 
overseas-Commonwealth manufac-
ured goods to enter the Bri t ish mar
ket duty free, some Commonwealth 
countries like India, which are In
creasingly tending to undertake the 
exports of light manufactured pro
ducts, may find it hard to hold their 
own in competition wi th the Con
tinental European countries on the 
same terms, i e, exporting their 
l ight Industrial products, duty free, 
Into the United Kingdom. This may 
tend to inhibit to some extent the 
industrialisation process in the over
seas Commonwealth. 

The Free Trade Area and the 
Common Market, If they are ever 
to come about, can bring in their 
t ra in far-reaching changes not only 
in the pattern of international trade 
but in international relations, and in 
the terri torial and colonial Influence 
of each of the European countries, 
including the United Kingdom. 
Viewed narrowly, the Common 
Market is certainly a desperate at
tempt at reserving colonial Africa's 
vast resources for European spolia
tion. This attempt is certainly not 
likely to be negated by the Free 
Trade Area. 

Railway Cooperatives 
The railways have taken special 

steps during the past few years to 
popularise the cooperative movement 
and the number of consumer co-
operative societies has risen from 
36 in 1952 to 140 at present, wi th 
a membership of 45,000, a share 
capital of Rs 8 lakhs and an annual 
turnover exceeding Rs 50 lakhs. 

The railways also have 30 coopera
tive credit societies and banks wi th 
a membership of nearly 4.75 lakhs. 
The societies grant loans annually 
to the extent of Rs 16 crores. They 
have also buil t up compulsory 
thr i f t deposits subscribed by ra i l -
waymen to the extent of Rs 2.33 
crores. The railways have also 
been encouraging formation of co
operative housing societies and 
there are at present nine such 
societies. 

Under the Railway Board's in
structions railway administrations 
actively encourage the popularisa
tion of the cooperative movement 
by assisting in regard to provision 
of accommodation, subsidies to 
consumer cooperative societies dur
ing the first three years of their 
existence, the privilege of special 
passes to members of managing 
committees, casual leave for 
attending committee meetings etc. 
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