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S E C R E T 
THIS D O C U M E N T IS T H E P R O P E R T Y OF H E R B R I T A N N I C MAJESTY'S G O V E R N M E N T 

Printed for the Cabinet. October 195/ 

C . (57) 2 2 2 C o p y N o .
4th October, 1957 

C A B I N E T 

E U R O P E A N F R E E T R A D E A R E A 

MEMORANDUM BY THE PAYMASTER-GENERAL 

T h e C a b i n e t invi ted me on 27th A u g u s t t o a r r ange for officials to u n d e r t a k e 
fur ther s tudies of agr icu l tu re in the con tex t of the E u r o p e a n F r e e T r a d e A r e a 
(C.C. (57) 62nd Conc lus ions , I t em 1). T h e s e s tudies have n o w been ca r r i ed ou t 
a n d the resul t is set o u t in C. (57) 219 w h i c h I h a v e c i rcula ted separa te ly . I n 
add i t ion , I h a v e c i rcula ted two o the r p a p e r s also conce rned wi th t h e O E E C 
mee t ing d u e to t ake p l a c e la ter this m o n t h u n d e r t he c h a i r m a n s h i p of the C h a n c e l l o r 
of the E x c h e q u e r in Par is (C. (57) 2 1 8 - G e n e r a l Steering Brief; C. (57) 2 2 0 -
Impl i ca t ions for D e p e n d e n t Overseas Terr i tor ies) . I h a v e a lso c i rcula ted a four th 
p a p e r (C. (57) 221) c o n c e r n e d with t h e a t t i t u d e the U n i t e d K i n g d o m should t a k e 
w h e n the T r e a t y of R o m e is examined in t h e G A T T . 

2. These p a p e r s indicate the r ange of t he p r o b l e m s t h a t have to b e faced. 
T h e y a r e compl ica ted and often fo rmidab le . I n m o s t cases it seems l ikely t h a t 
so lu t ions can b e found b y negot ia t ion , t h o u g h this m a y b e a difficult a n d p r o t r a c t e d 
process . Bu t there a r e some issues o n which comple t e d e a d l o c k m a y be r e a c h e d , 
a n d which m a y lead t o a b r e a k d o w n in t h e nego t ia t ions . T h e t w o m o s t difficult 
of these p r o b l e m s at p resen t , namely the t r e a t m e n t of agr icu l tu re a n d ques t ions of 
origin, I d iscuss .below. 

3. T h e C o m m o n M a r k e t T r e a t y h a s n o w been ratified by F r a n c e a n d 
G e r m a n y . Rat i f ica t ion b y the o the r four P o w e r s — I t a l y a n d the Bene lux 
coun t r i e s—can b e cer ta inly counted u p o n a n d w e m u s t a s s u m e tha t it will be p u t 
i n to effect o n 1st J a n u a r y nex t year . If i t s p rov is ions a r e i m p l e m e n t e d in full by 
t he Six c o u n t r i e s — a n d we should b e unwise t o a s sume t h a t they will n o t b e — 
the E u r o p e a n E c o n o m i c C o m m u n i t y will deve lop in to a single unified e c o n o m y 
of grea t s t reng th . T h e consequences for our i m p o r t a n t t r ade wi th E u r o p e , a n d 
the m o r e fa r - reaching th rea t of compe t i t i on f rom this e c o n o m i c g ian t t h r o u g h o u t 
the wor ld , m u s t b e of g rave concern . But n o less i m p o r t a n t is the dange r t h a t if the 
E u r o p e a n E c o n o m i c C o m m u n i t y p u r s u e s n a r r o w l y restr ic t ive policies, as in 
t h e absence of a F r e e T r a d e A r e a it is likely t o d o , the w h o l e m o v e m e n t t o w a r d s 
freer wor ld -wide t r ade and p a y m e n t s , w h i c h is f u n d a m e n t a l t o ou r e c o n o m i c 
policies, will suffer a fa ta l setback. 

4. I t is cons idera t ions such as these t ha t led t he C o m m o n w e a l t h coun t r i e s 
at t he M o n t T r e m b l a n t Conference t o recognise tha t the es tab l i shment of a F r e e 
T r a d e A r e a is of vital i m p o r t a n c e to t h e U n i t e d K i n g d o m . T h e E u r o p e a n coun t r i e s 
themselves recognise t he dangers , t hough they d o so in differing degrees , a n d i t is 
this recogni t ion , allied t o the serious pol i t ical impl ica t ions of a Li t t le E u r o p e u n d e r 
G e r m a n domina t i on , t h a t furnish the m o s t helpful aspects of the nego t ia t ions . 

5. T h e r e is a w i d e divergence still b e t w e e n ou r views a n d those of the Six. 
W e regard the F r e e T r a d e A r e a as an ex tens ion of the type of co -ope ra t i on be tween 
independen t S ta tes ach ieved in the O E E C a n d w e a r e t h ink ing in t e rms of 
achieving the e l imina t ion of tariffs a n d q u o t a s o n the l ines of the famil iar O E E C 
process of l iberal isat ion. This prac t ica l objec t ive of abol i sh ing tariffs a n d q u o t a s , 
coupled wi th t he es tab l i shment of a sys tem of rules to e n s u r e fair compe t i t i on , is 
a b o u t t h e full ex ten t of our concept of t he F r e e T r a d e A r e a . T h e E u r o p e a n 
E c o n o m i c C o m m u n i t y , o n t he o ther h a n d , is as m u c h a poli t ical as an e c o n o m i c 
project . I t is designed to achieve genuine unif icat ion of the economies of the Six 
count r ies a n d m a n y of its mos t en thus ias t ic suppor t e r s r e g a r d it as p a r t of the 
progress t o w a r d u l t imate political unif icat ion. T h e T r e a t y p rov ides for a 
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subs tan t i a l s u r r e n d e r of na t iona l sovere ign ty in e c o n o m i c ma t t e r s a n d it e m b o d i e s 
in its p rov i s ions a carefully w o r k e d o u t b a l a n c e be tween the e c o n o m i c in teres ts of 
t he va r ious p a r t i c i p a n t s . Clearly i t will no t be easy to establish w o r k i n g 
a r r a n g e m e n t s b e t w e e n t w o economic sys tems based o n such different p r inc ip les . 
Y e t w e c a n n o t subscr ibe to the E u r o p e a n doc t r ines of i n t eg ra t i on ; no r will they 
a b a n d o n the T r e a t y of R o m e . 

Agr i cu l tu re 
6. H e r e w e h a v e got ourselves i n t o a false pos i t ion . O u r publ ic a t t i t ude , t o 

which we a r e c o m m i t t e d , is tha t we c a n n o t agree to inc lude foodstuffs in a F r e e 
T r a d e A r e a . Bu t the t ru th is t ha t " N o b o d y asked you , Sir, she sa id . " T h e Six 
coun t r i e s a r e n o t p r o p o s i n g genuine free t r a d e in agr icu l tura l p r o d u c t s , a n d m o s t 
of the i r G o v e r n m e n t s w o u l d run a mi le f rom a n y such suggest ion. Al l of t h e m 
pro tec t their ag r i cu l tu re in some degree a n d in tend to c o n t i n u e do ing so. T h e 
change will b e in the m e a n s and m e t h o d of p ro tec t ion , tariffs a n d q u o t a s be ing 
r ep laced by p l a n n e d marke t ing , bu lk buy ing o n long- te rm cont rac t s , a n d a gene ra l 
sys tem of p r o d u c e r s ' car tels wi th o r w i t h o u t G o v e r n m e n t pa r t i c ipa t ion . 

7. Th i s , it seems, is w h a t will in fact deve lop . Bu t it is i m p o r t a n t t o 
r e m e m b e r t h a t the R o m e T r e a t y p rov ides (a) tha t tariffs a n d q u o t a s m u s t e n d after 
a defined t r ans i t iona l per iod , even if o t h e r a r r a n g e m e n t s h a v e n o t been m a d e , a n d 
(b) t h a t G o v e r n m e n t s will su r r ende r a degree of na t iona l sovereignty in these 
m a t t e r s to an I n t e r n a t i o n a l C o m m i s s i o n . B o t h these po in t s will be pressed on us in 
the nego t i a t ions . 

8. T h e E u r o p e a n s a re real is ts . T h e y k n o w we c a n n o t a b a n d o n , o r 
c o m p r o m i s e o n , t h e C o m m o n w e a l t h pos i t ion , and , t h o u g h they will g r u m b l e a n d 
haggle , in the e n d they will accept the fact . T h e y will be less a m e n a b l e a b o u t the 
p ro t ec t ion of o u r o w n agr icul ture ( and they k n o w full well t h a t they h a v e a g o o d 
dea l of C o m m o n w e a l t h s u p p o r t in this). T h e y d o n o t expect us to d r o p al l o u r 
ba r r i e r s or t o a b a n d o n ou r suppor t p o l i c y — a n y m o r e t h a n they w o u l d t hemse lves— 
b u t they feel t h a t if they are to open the i r m a r k e t s to o u r indus t r ia l p r o d u c t s they 
m u s t b e able t o s h o w to their expor t e r s of agr icu l tura l p r o d u c t s someth ing in the 
n a t u r e of a quid pro quo. M o r e o v e r , s o m e prov is ion m u s t be m a d e for t h e D a n e s , 
w h o will o the rwise b e tota l ly exc luded in prac t ice f rom the m a r k e t i n g of agr icu l tu ra l 
p r o d u c t s wi th in the R o m e T r e a t y a rea , to thei r very ser ious de t r imen t . 

9. In these c i r cums tances I ag ree wi th the genera l l ine p u t f o r w a r d i n t he 
officials' p a p e r ; this follows the genera l ou t l ine in C. (57) 188 which w a s felt b y the 
C a b i n e t on 27 th A u g u s t t o offer t he poss ibi l i ty of a solut ion. W e shou ld offer the 
m a x i m u m c o - o p e r a t i o n in E u r o p e a n agr icu l tu ra l ins t i tu t ions s h o r t of the s u r r e n d e r 
of any sovereignty . W e shou ld offer in pr inciple to a b a n d o n q u o t a s over a p e r i o d 
(we a re c o m m i t t e d t o this a l ready in a n y case) a n d w e s h o u l d be p r e p a r e d t o accep t 
a p rov i s ion for t he e l imina t ion of all tariffs, subject t o a waiver for t he U n i t e d 
K i n g d o m . T h i s in p rac t ice a m o u n t s t o very little m o r e t h a n w e wou ld d o i n a n y 
case. B u t if w e a d v a n c e t he p roposa l aga ins t the b a c k g r o u n d of our l ibera l i m p o r t 
pol icy a n d s t ress t he a r g u m e n t tha t whi le n o t inc luding foodstuffs in t he F r e e T r a d e 
A r e a w e a re , i n fact , agreeing to g rea t e r agr icu l tu ra l co -ope ra t i on in E u r o p e , w e 
s h o u l d be ab le to get t he negot ia t ions going. I cer ta in ly seek n o au thor i ty t o go 
fu r the r a t this s t age , t h o u g h in the a n n e x t o the p a p e r on agr icu l ture (C. (57) 219) 
the re a r e s o m e p re l imina ry ideas a b o u t poss ib le courses t ha t we m i g h t h a v e to t ake 
if we a r e forced to g o fur ther . I th ink w e shal l in a n y case b e faced wi th a d e m a n d 
for s o m e u n d e r t a k i n g a b o u t the fu ture t r e n d of ou r agr icu l tura l pol icy to the effect 
t h a t it will n o t b e c o m e any m o r e p ro tec t ive t h a n it is a t the p resen t m o m e n t . O u r 
r ecen t exper ience , w h e r e o u r t r ad i t iona l suppl iers of eggs h a v e been comple te ly 
exc luded , a n d w e have indeed b e c o m e expor t e r s ourselves , has m a d e a deep 
impress ion a n d t he r e is a genu ine fear t h a t we m a y p u r s u e s imi lar policies in o t h e r 
p r o d u c t s . W e m a y also find it necessary at s o m e stage t o m a k e offers o n ind iv idua l 
p r o d u c t s , p e r h a p s for e x a m p l e on the w i n e dut ies . If such a s i tua t ion a p p e a r s to 
b e developing I will consul t m y col leagues . 

P r o b l e m s o f o r i g i n 
10. A g r i c u l t u r e is the m o s t difficult poli t ical p r o b l e m . Ques t ions of or ig in 

pose t he toughes t t echnica l p r o b l e m . T h e difficulty arises f rom the fact t ha t the 
m e m b e r s of t h e F r e e T r a d e A r e a will n o t h a v e a c o m m o n tariff against coun t r i e s 
ou t s ide the A r e a . Bri t ish t raders will b e ab le to sell thei r goods for e x a m p l e , in 



F r a n c e in compe t i t ion wi th F r e n c h m a n u f a c t u r e r s , b u t in m a n y cases the Brit ish 
m a n u f a c t u r e r s will h a v e been ab le to o b t a i n thei r r a w mater ia l s duty-f ree whe reas 
t h e F r e n c h m e n will h a v e h a d to pay the tariff c h a r g e d by t h e m e m b e r s of the 
C o m m o n M a r k e t . T h e deg ree of difficulty w h i c h this p r o b l e m will p r e s e n t in 
nego t i a t ion depends o n the ex ten t to w h i c h the Six count r ies p r o p o s e to impose 
h igh tariffs o n r a w mate r ia l s . I t seems likely t ha t t he G e r m a n s , the D u t c h and the 
Belgians will w a n t to have low tariffs o n i m p o r t e d r a w mate r i a l s , whi le t he F r e n c h , 
on the o the r h a n d , s u p p o r t e d b y the I ta l ians , will wish to h a v e h igh tariffs to p ro t ec t 
h o m e p roduc t i on . I t is imposs ib le t o p red ic t a t this stage h o w ma t t e r s will 
deve lop , b u t if the F r e n c h should p rove too in t rans igent a n d the i r p a r t n e r s in the 
Six c a n n o t p e r s u a d e t h e m to modify their a t t i tude , the danger of a b r e a k d o w n of 
negot ia t ions is very rea l . If F r a n c e wan t s to wreck the nego t ia t ions h e r e is a s imple 
w a y of do ing it. 

Dependent overseas territories 
11. W e are n o t o u t of t h e w o o d on this ques t ion yet. I am su re t ha t we 

ough t n o t a t t he m o m e n t t o m a k e any c h a n g e in o u r present pos i t ion . W e shou ld 
seek to h a v e d e p e n d e n t overseas terr i tor ies exc luded f rom all these E u r o p e a n 
a r r a n g e m e n t s and s h o u l d nego t i a t e to secure mi t iga t ion for t he d a m a g e wh ich o u r 
o w n ter r i tor ies wou ld o therwise suffer t h r o u g h the opera t ions of t h e T r e a t y of 
R o m e . W e should p l ay ou r h a n d at the fo r thcoming G A T T mee t ing wi th this policy 
in m i n d . Bu t , as C. (57) 220 po in t s ou t , w e m a y h a v e to th ink aga in a b o u t this 
l a te r o n this year, t h o u g h we should be u n d e r n o il lusions as to t he i m m e n s e 
difficulties which a n y o the r course would p resen t . 

Prospects for negotiations 
12. I c anno t a t t h e m o m e n t ven ture a n y assessment of the p rospec t s for the 

negot ia t ions . T h e Six count r ies h a v e been a t t e m p t i n g to achieve a c o m m o n a t t i tude 
b u t appa ren t ly they h a v e n o t so far been successful. I a m visi t ing Brussels , B o n n 
a n d R o m e this week a n d as a resul t of these visits I h o p e to b e able to give m y 
colleagues the best assessment I can of the cu r ren t a t t i tude of t h e Six count r ies . 
So far as th is coun t ry is conce rned , t he a t t i t u d e t a k e n by I n d u s t r y , led b y the 
F e d e r a t i o n of Bri t ish Indus t r i e s , is thought fu l a n d helpful. T h e T r a d e U n i o n s , 
t h o u g h w a r y , have b e e n r e m a r k a b l y r e a d y to see b o t h the d a n g e r s a n d the 
possibil i t ies of the p l a n . I t does no t a p p e a r f rom the L a b o u r P a r t y Confe rence 
t h a t the Oppos i t i on are l ikely t o va ry the a t t i tude they h a v e a d o p t e d to da te , wh ich 
is o n e of cau t ious app rova l . F ina l ly , it is to b e h o p e d tha t the a t t i t ude t a k e n b y the 
C o m m o n w e a l t h coun t r i e s a t M o n t T r e m b l a n t , wh ich was m a d e p u b l i c in t he 
c o m m u n i q u e , will he lp t o sus ta in ou r pos i t i on in so far as pub l i c op in ion in this 
c o u n t r y is conce rned . T h o u g h there is u n d o u b t e d l y a genu ine pol i t ical desire 
t h r o u g h o u t E u r o p e for t h e es tab l i shment of a F r e e T r a d e A r e a a n d t h e avo idance 
of a division in E u r o p e , in the long r u n w h a t will d e t e r m i n e the issue is w h e t h e r 
the genu ine pol i t ical des i re for un i ty will b e sufficient t o ou twe igh b o t h the rea l 
t echnica l difficulties a n d the m a n y serious pol i t ica l d r a w b a c k s for t he va r ious 
coun t r i e s involved. 

13. I h a v e no exaggera ted hopes of w h a t can be ob ta ined at t h e Mee t ing 
of t h e O E E C this m o n t h . W e shal l no d o u b t h e a r the var ious n a t i o n a l pos i t ions 
s ta ted . I h o p e we shal l be able to ob ta in genera l ag reemen t t h a t a F r e e T r a d e 
A r e a should b e es tabl ished, t h o u g h each coun t ry will qualify t ha t h o p e w i t h the 
p rov i so t h a t its o w n essential condi t ions will have to b e me t . I a l so h o p e we shall 
b e able to agree to set u p some mach ine ry so t ha t nego t ia t ions can s ta r t in earnes t . 
B eyond this we are unl ike ly to set t le any th ing very m u c h , b u t t h a t will suffice as 
a s tar t . 

Conclusion 
14. I r e c o m m e n d tha t we approve the p roposa l s p u t before us by officials 

a n d i n pa r t i cu l a r the fol lowing p o i n t s : — 
(1) P a r a g r a p h 16 of the G e n e r a l Steering Brief (C. (57) 218). 
(2) P a r a g r a p h s 7 -16 of t he p a p e r on Agr icu l tu re (C. (57) 219). 
(3) P a r a g r a p h 11 of the p a p e r on Colonia l Impl ica t ions (C. (57) 220). 
(4) P a r a g r a p h s 6-12 of the p a p e r on the G A T T (C. (57) 221). 
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