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BRITAIN AND EUROPE’S MARKET

L

FREE' TRADE

It is now just over year since the
Federation British Indutries sent the first
reactions of its members o the proposed free
trade area in Europe to Mr. Thorneycroft.
They had bgen pressed tg act quickly, and
their judgments were thus provisional.
canvass of mpmbers and offtrade associations
showed a considerable majority which was
either positively in favour gf the Government
carrying on | negotiations |[for a free trade
area, or, less emphatically, which was not
opposed to (he Governmeént's doing so, in
both instances with the phoviso that proper
saleguards were worked o

. - Rome Treaty

There werg incvitably ppponents of the
idéa, together with othery who could not
‘make .up their ‘miads, And some of .the
majority ofl firms whose associations
favoured n?olia{ion hardly thought it

was likely tg succeed and were not com-
ntitted to the policy of 3 free trade area.
Neverthelessy | the attitudés revealed were
encouraging to the Govproment. For a
variely of reasons, however, among.them that
. Continental jo'unlries have also been con:

sidering on |what condifions the British
proposal would be acceptable, real negotia-
tuons have only just started.

| It a new survey of industrial opinion were
now taken.—the'+balance of opinion would
possibly Mot very different. But in the
interval” the npture of whit is proposed has
jbee The signing

_lof the Rome Treaty by thg  Six "—Benelux,
IFtance, Germany and ltaly}—has posed firmly
laqd squarely| the question of what will
hdppen if Eurgope unites a{ld Britain remains
'ogtside. The form of| the treaty has

more ffly understgod.

o the discussions. Over the past year
['inflividual firms and industfies have been able
look at their' own problems, their special
1 rigks and opportunities, and the processes of
| adaptation which will be required of them.
me have begun to make plans for their par-
tigipation in the ‘wider market. There are
‘naw, in consequence, much more precise
-vigws on the safeguards that British industries
wquld desire, though the categories wcrc'r'gll

e
sharpened emphasis on saleguards in detail
gives the impression that the balance of
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SAFEGUARDS

optnion in British industries is now slightly
more alarmed or less favourable than it was,
But this may simply be the outcome of a
year's discussion in advance of negoliation,

The obvious starting point in the discussion
is necessarily the size of the European market,
In 19535 the member countries of the Organi-
zation for European Economic Cooperalion
took 34 per cent. of the total of the world's
exports of manufactures. In 1950 they had
taken oaly 30 per cent. The market thus
proved a very expansive one. True, much
of the trade --about two-thirds —was between
the member countries, but that scarcely
detracts from its economic significance. The
European market for manufactures is much
larger than the North American, and, while
both have grown fast since 1951, the European
has grown faster—by 38 per cent. between
1935 and 1957, It is, indeed, a valuable and
thriving market (or rather group of markets),
with 'a population of 275 million, to which
Britain sent a_gquarter of ber exports of
manufactures in 1955 to a value of £585m.
During the same period Briain imported from
O.EE.C. countries manufactures worth
£3T4m.

; Common Tariff

As |things are at present, however, the
J'O.E. t.C. countries do not represent a stable

¢ group of markels, since by the Treaty of
Rome the * Six ™" will become a single market
by progressive stages from 1959 onwards and
other lcountries may become, affiliated with
them.| How will this affect the area as a
market for Britain ? And is this an area
in which British industrialists can afford to
selt at p disadvantage in face of competition
from the members of the ** Six " and whatever
other countries are prepared to join them in
‘the Common Market ? For—unless there is
also a {reec trade area—when the Common
Market comes into operation the six members
(and any others who may come in) will sell
mam.![a tures to each other in one market:
without tariff or quota barriers, while at the
same! time there will be a common external

tariff against imports from other countries of .

substantial ‘proportions. It /will be based

mainly the average of existing tariffs of

the *“'Six " (although the Trealy of Rome left

much ‘detail still to be settled). For tractors,

for instance, it would be 17.5 per cent.; for
|
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machine tools, 10 per cen
for woollen fabrics, 18 per
and motor cars, 25 and 29
tively. To sell across these
tion with German, Italia
French industries when th
.the tariff handicap would cle
formidable difficulties.
This in itself is so powe
in favour of  Britain being
the larger market that otk
ways more profound, reas
should press on with the |
trade area tend sometimes
The more positive appea
largely expiains why the
selves formed their commo
a European free trade are
the kind of large marke
economics of large-scale
modern techniques can be
which also the impact of co
felt (the large size of many n
enterprises notwithstanding)
tively than in a market whic.
as Britain. Structurally, these
arguments. They do not aj
force to all industries, bec:
to lose by wider competitio
feel uncertain how cold the 1
Nor do the arguments apply,
to all sectors of industry, sir
to gain greatly bylan incrt
production. But the opinio
that- the net effect of the fi
derived from the free trad:
would be beneficial to Br
always provided, that is, th:
not offset by greater losses.

The British Governmenit'
this last point in mind. The
posed in the joint report of tl
mittee (representing the F.B..
of Commerce, and ‘the Nat
Manufacturers), which .was
October, have the same obje

A cornerstone of the Gove
is that Imperial preferences s
turbed by any new arrangeme:
tinent. The advantage givén b
preferences is reciprocal. Fo
facturers they represent an ady
5 per cent, on an average in th

‘on manufactures going into |

markets, Such preferences ar

' —there are, for example, no

Ghana, and yet British ex)
Ghana and i other Commonv
where they” have no prefi

_persuasivély argued that prel

only a ’secondary factor, th
common language and mutual
are the basis of British succes
wealth trade. Nevertheless, th
of preference is valuable and fe
would be prepared to sacrifice
it is widely regarded as an ass
ing value. No one on the C¢
expect Britain to surrender th
15 part of a reciprocal arrange
preferences for Commonwe:

_ in Britain limit the market {

exports from Europe and proy
main reasons why the Govern
agriculture from the free trads
tions. It is, as it were, the ind

Tn Ana lomemmae




