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FOREIGN SECRETARY 

1. At our meeting on 9th March, 1967 (CC (67) 11th 
Conclusions, Minute 2), the Cabinet approved a procedure whereby 
the fullest consideration might be given to the conclusions we should 
draw as to development of our European policy, avoiding alike 
undue haste or delay. We agreed that we should first have a full 
and analytical discussion, starting before Easter, of the prospects 
for British membership of the European Economic Community (EEC), 
as these appeared in the light of the discussions which we had just 
completed with the Heads of Government of the six member 
countries of the EEC; and on which we would circulate a factual 
report. After Easter we would complete that first stage of discussion 
before seeking to draw conclusions, for which purpose we should 
need further papers setting out the alternative courses open to us, 
both European and otherwise, and discussing their relative merits. 

2. This memorandum is circulated as the basis for the first part 
of our discussions: it is a factual summary of our talks in the capitals 
of the Six. We are circulating, as an Annex to it, the detailed records 
of these talks. The report starts from the basis for the talks which 
the Cabinet agreed in their last full discussions on European policy 
in October and November (CC (66) 55th Conclusions, Minute 2). 
This basis was that the object of our talks was " for the purpose of 
establishing whether it appears likely that essential British and 
Commonwealth interests could be safeguarded if Britain were to 
accept the Treaty of Rome and join the EEC "; and with this in view, 
that we should focus our discussions in the main upon the areas where 
the Cabinet foresaw the most difficulty, namely the effects of the 
Common Agricultural Policy on our cost of living, on the pattern of 
British agriculture, on Commonwealth trade and agricultural 
products and on our balance of payments; the other problems of 
Commonwealth trade; the effects of Community policy on capital 
movements, and on regional economic policies. 
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1. At our meeting on 9th March, 1967 (CC (67) 11th 
Conclusions, Minute 2), the Cabinet approved a procedure whereby 
the fullest consideration might be given to the conclusions we should 
draw as to development of our European policy, avoiding alike 
undue haste or delay. We agreed that we should first have a full 
and analytical discussion, starting before Easter, of the prospects 
for British membership of the European Economic Community (EEC), 
as these appeared in the light of the discussions which we had just 
completed with the Heads of Government of the six member 
countries of the EEC; and on which we would circulate a factual 
report. After Easter we would complete that first stage of discussion 
before seeking to draw conclusions, for which purpose we should 
need further papers setting out the alternative courses open to us, 
both European and otherwise, and discussing their relative merits. 

2. This memorandum is circulated as the basis for the first part 
of our discussions : it is a factual summary of our talks in the capitals 
of the Six. We are circulating, as an Annex to it, the detailed records 
of these talks. The report starts from the basis for the talks which 
the Cabinet agreed in their last full discussions on European policy 
in October and November (CC (66) 55th Conclusions, Minute 2). 
This basis was that the object of our talks was " for the purpose of 
establishing whether it appears likely that essential British and 
Commonwealth interests could be safeguarded if Britain were to 
accept the Treaty of Rome and join the EEC "; and with this in view, 
that we should focus our discussions in the main upon the areas where 
the Cabinet foresaw the most difficulty, namely the effects of the 
Common Agricultural Policy on our cost of living, on the pattern of 
British agriculture, on Commonwealth trade and agricultural 
products and on our balance of payments; the other problems of 
Commonwealth trade; the effects of Community policy on capital 
movements, and on regional economic policies. 



3. In all our discussions in the capitals of the Community we 
have stressed that it was the intention and firm determination of Her 
Majesty's Government to enter the European Economic Community 
if this could be done on terms which would safeguard essential British 
and Commonwealth interests. We have said that we would be 
prepared to accept the Treaty of Rome, subject to the necessary 
adjustments consequent upon the accession of a new member and 
provided that we received satisfaction on the points about which we 
see difficulty. We have explained to the Six and sought their views 
on the principal difficulties which we expected to arise, in the 
fields of agriculture, capital movements, regional policies, and 
Commonwealth trade; and we have made it clear to them that there 
were other questions which would need to be settled in any 
negotiation but which were not of the same order of difficulty as those 
upon which we were concentrating. We made it clear that we should 
need further consultation with Commonwealth countries. We also 
stated that, although we were not speaking on behalf of our EFTA 
partners, we were pledged to remain in the closest consultation with 
them, and it was our belief that if we applied for membership 
ourselves, many of them would wish to apply for membership of 
or association with the Community. 

4. We emphasised on all our visits that we did not regard our 
interest in membership of the Community as making a successful 
outcome to the Kennedy Round any less important. We stressed that 
the deadline for the conclusion of the negotiations was coming fast 
upon us. We said where necessary, that we believed our own offers 
in the Kennedy Round to have been generous by comparison with 
those of the Community, and that we hoped that the Community 
would be able to see its way to improving its offers in order that we 
should not be forced to implement our withdrawals. 

5. In paragraphs 6-11 below we set out briefly our general 
impressions of the attitudes of individual Community countries 
towards British accession, as they emerged during the course of our 
talks. In paragraphs 12-22 we summarise what we learnt about the 
possibility of dealing satisfactorily with' the main difficulties we saw 
as hindering our entry. In paragraphs 23-34 we outline the results 
of our talks with the Community on the main points which proved 
to be of particular interest or concern to them. 

Our reception in the six capitals 
6. In Rome, we made a very good start, given that exploratory 

talks were a new experience, the Italian Government insecure, and 
the Paris visit next in line. Italian Ministers said that they were 
entirely favourable towards British entry to the Community, and 
would do all they could to facilitate it. They said that they believed 
many of the problems that had been discussed were easy to solve, 
others were more difficult, but none were insuperable. The Italians 
thought, however, that any negotiations which we undertook would 
have to be fairly short and should concentrate on a relatively small 



number of major issues. But there was some disposition on the part 
of the Italian. Ministers to think that further " pre-negotiations" 
would be desirable in order to pave the way for a rapid negotiation. 

7. We believe that in Paris, we convinced General de Gaulle 
and his Ministers not only that we were entirely serious in our 
determination to enter the Community, but also that the stock French 
excuses for obstructing our entry would no longer serve their 
purpose. There is indeed some evidence that French Ministers may 
have been somewhat disconcerted by the determination and novelty 
of our approach. There has been some evidence of this in that, 
whilst General de Gaulle did not of course commit himself, he 
recognised that a considerable change had taken place in British 
thinking over the last few years, and, in his own words, that Britain 
was now ready to "moor herself alongside the Continent". 
Changing the ground he took up in 1963, he said that the question 
of British entry raised the problem of a change in the fundamental 
character of the Community. He suggested, as possible alternatives 
to British membership, given that that seemed difficult if not 
impossible, either a form of association or " something new and 
different". We rejected both of these suggestions on the grounds 
that only membership of the Community seemed to provide a 
sufficient basis for the wider political unity inside Europe and 
between Europe and the outside world which we felt must be the aim. 

8. In Brussels, Belgian Ministers reaffirmed their full support 
for British entry into the Community. Britain needed Europe and 
Europe needed Britain. They also favoured the admission of other 
EFTA countries. Their attitude was helpful throughout, though 
slightly complicated by their wish to promote ideas for European 
co-operation in the political and technological fields at the proposed 
decennial celebrations in Rome in April 1967. We also had a useful 
discussion with the Commission and the EEC in which Dr. Mansholt 
supported, -with figures, our claim for adjustment of the financial 
regulations of the Common Agricultural Policy. 

9. The visit to Bonn was the subject of a great deal of 
discouraging Press comment, both before and afterwards. This arose 
less from what was said in the discussions on Community membership 
than from some of the circumstances surrounding the trip and the 
juxtaposition of such other issues as the Kosygin visit, the German 
attitude on non-proliferation and the difficulties of the offset 
negotiations. We had never expected that, given the importance 
which the present German Government attaches to mending 
Franco-German fences, they would be prepared to exert any intense 
pressure on the French in favour of British membership. But they 
reaffirmed that, for political and economic reasons very similar to 
our own (they too have over 50 million people earning a living by 
exports), they were in favour of Community membership for Britain 
and other EFTA countries, and the German Chancellor undertook 
that they would certainly do what they could to facilitate British 
entry and hoped there would be a positive outcome to our present 
initiative. There have been some suggestions since (at second-hand) 



that the Germans prefer to think in terms of an extended period of 
pre-negotiation before Britain should apply for membership of the 
Community. Certainly, in Bonn, they suggested further bilateral 
discussions, but there was no suggestion that these should take any 
considerable length of time. 

10. At The Hague we found the expected enthusiasm for 
British entry. The Dutch have always been the principal supporters 
of British entry within the Community, and they showed that there 
had been no change in their position. They recognised the difficulties 
that various aspects of Community policy raised for us but firmly 
advocated that in the interests of maintaining momentum and so as 
to give the least possible opportunity to the French for delaying 
devices we should make an early application to join the Community 
and that it should be as simple as possible. Their advice was that 
the application should be based on an acceptance of the Treaty of 
Rome and, to the greatest extent possible, should envisage only 
transitional periods to overcome the difficulties that we foresaw. 
There would then, in their view, be no basis on which to reject or 
delay our application: but they did not deny it was another question 
if the General did make it a choice between Britain and the 
Community. 

11. In Luxembourg, their Ministers said that their positive 
attitude towards British membership of the Community had not 
changed over the years since the question was first discussed. They 
made a number of references, on social occasions, to the role which 
Britain had played during the war and said they believed that the 
Community could only stand to gain, both economically and 
politically, from Britain's entry. Their advice was very similar to 
that of the Dutch, that we should go ahead with a view to early 
negotiations for membership; and they did not favour any further 
exploration of the position, bilateral or otherwise. They too were 
in favour of our making a simple application. In Luxembourg we 
also had the opportunity of an informal meeting with the acting 
President and members of the High Authority of the European 
Coal and Steel Community who suggested that although there were 
certainly problems connected with British entry into the ECSC, none 
of these seemed likely to be incapable of being overcome within the 
framework of the Treaty of Paris, which, in their experience, had 
proved to be a highly flexible instrument. 

Main problems accession would raise for the United Kingdom 
12. We now turn to the individual subjects that we discussed 

at varying lengths in each of the capitals of the Six. First, our 
hosts wished to hear us expound our problems, and what solutions 
we wanted to see for them: indeed, the latter was the best way to 
elicit advice as to what we could hope for. In one order or another, 
the four main problems—agriculture, capital movements, 
Commonwealth trade and regional policy—were the standard 
subjects of discussion in all capitals. We summarise below the 
substance of our reiterated statements on these subjects, bringing out 



comments of particular interest to the Six as these were made in one 
capital or another. Since our discussions in each capital of the Six 
were closely and accurately reported to the other capitals both by 
our hosts and through our own diplomatic channels, the discussions 
acquired a continuity and a sense of movement, of increasing 
clarification of the issues, which it is difficult to bring out in the 
necessarily subject-by-subject summary which follows. 

Common Agricultural Policy 

13. In all six capitals we stressed the difficulties that would 
arise for the United Kingdom if we were required to accept the 
Common Agricultural Policy as it stood, with no material changes, 
e.g., in price levels or in the financing arrangements. We described 
these difficulties under four principal headings: effects on the cost of 
living in the United Kingdom; on our farmers and on the 
pattern of agricultural production in the United Kingdom; on 
Commonwealth trade; and on our balance of payments. We 
stressed throughout that an adequate transitional period would be 
needed to deal with the cost-of-living problem; that we should need 
both a transitional period and some financial assistance to deal with 
the disturbance to the balance of our agriculture, and that in our 
view the changes in the pattern of production likely to take place 
might result in an irrational use of agricultural resources in the 
United Kingdom; that there were difficult problems arising on 
Commonwealth trade, especially those for Commonwealth sugar 
producers and New Zealand; we emphasised that for New Zealand 
a transitional period would not be enough unless it were for a 
generation, e.g., that arrangements would need to be if not 
permanent, at least equal in effect to a permanent change; and we 
stressed the importance of the balance of payments problem and the 
inequitable burden which would be placed on the United Kingdom 
if, as we calculated, we would be required to pay as under the 
present arrangements something over 35 per cent of the cost of 
financing the Community's agricultural policy and about twice what 
any other country would have to pay. 

14. The French commented that the areas in which we were 
asking for changes were precisely those sensitive areas in which the 
Community had had such difficulty in reaching agreement. Both 
they and the Dutch thought it unrealistic to expect that price levels 
within the Community would be reduced; and we knew already that 
the Germans are attached to the present level of prices. But the 
point was frequently made to us that world prices might be expected 
to rise, so that the adverse consequences which we expect from 
joining the Community would to that extent be diminished. There 
was general agreement that the balance of payments burden falling 
on the United Kingdom as a result of accepting the Common 
Agricultural Policy would be inequitable. The Dutch commented 
that opinion among all six States of the Community ranged from 
the view that effects would be " somewhat excessive " to the view 
that they would be " very excessive ". 



15. We found that the calculations made by Commission and 
German experts were very similar to our own, at least as regards 
the order of magnitude of the balance of payments burden which 
we should be assuming and on the probable effect on the retail cost 
of food and thus on the cost of living. The French, however, thought 
we might have under-estimated the amounts we should recoup in 
subsidies for market support and export purposes; and fainter echoes 
of this were raised but not pursued in Rome and Bonn. 

16. The Italians asked us whether the agricultural problems 
could be left until 1969, when the Community had to renegotiate 
the financial regulations. We said that if mutual understanding could 
be reached as to how matters could be dealt with it might be possible 
to leave certain agricultural questions for later settlement; but it 
would be most imprudent, both from the point of view of the United 
Kingdom and that of the Community, to leave fundamental issues 
in doubt. The Dutch were much firmer on the desirability of leaving 
agricultural problems until the renegotiation in 1969. They said 
they thought that most of our problems could be overcome by 
adequate transitional periods. They agreed that the effect on the 
cost of living could be serious if changes had to be made all at 
once, but pointed out that price adjustments could take place every 
year under Common Market regulations and that might make the 
problem easier to deal with. They asserted that from 1962-66 retail 
food prices in the United Kingdom had risen by 15-1 per cent and 
they thought a 3 per cent rise in the cost of living, suitably spread, 
should occasion no great difficulty. They pointed out also, on the 
balance of payments problem, that in May 1966, the Five had agreed 
that the principle of equitable sharing of burdens within the 
Community should apply and that the Germans had negotiated a 
ceiling on their total contribution to the Common Agricultural Policy. 
Although they thought that we had a fair point in arguing that the 
effect upon our balance of payments would be inequitable they were 
firm in reminding us that the only point agreed for application from 
1969 onwards was that levies should be transferred to the Community 
for Community (not only agricultural) purposes. And they thought 
that if we were in the Community by "1969 we should be able to 
play a major role in determining the new financial arrangements 
applicable to agriculture. 

17. Luxembourg Ministers said that although they realised the 
difficulties which the Common Agricultural Policy would raise for 
the United Kingdom, they did not think it was possible to overturn 
what they called the " basic philosophy" of the policy. They did, 
however, suggest both that price levels would be open to negotiation 
once we were in the Community, and that the Community's policy 
provided for payments out of the Agricultural Fund to assist members 
in adapting themselves to the common policies that they would be 
required to follow. 

18. There was little comment from Community Ministers about 
Commonwealth problems falling within the agricultural sector. We 
did not pursue this, since the main commodity problems, notably 
cereals, could not be discussed without trenching on matters now in 



the final stage of negotiation in the Kennedy Round, where our 
interests and those of the Commonwealth are sharply opposed. In 
all capitals we pointed out the importance of the Common Sugar 
Agreement and the need to overcome the problems our entry would 
raise; this was nowhere contested. Most of the discussion was 
therefore on the most difficult question, i.e., New Zealand. There 
was general acceptance, of the view that something special needed to 
be done for New Zealand, and the following comments are all subject 
to that. The Belgians seemed to have some doubts whether a 
permanent arrangement was desirable or possible. The Germans 
did not comment on our proposal that the New Zealand problem 
might be dealt with, e.g., by a Morocco-type protocol, by association, 
or by a special quota arrangement providing for access to the 
Community for New Zealand products, beyond enquiring whether we 
thought that all New Zealand produce needed to be covered in this 
way—the implication was that they thought it would be possible to 
deal in one of these ways with at least some commodities. The Dutch 
said that for their part any one of the types of solution which had 
been mentioned was acceptable to the Netherlands Government, 
though they seemed to prefer that we should not insist upon making 
a permanent arrangement. It is our strong impression that if British 
entry were conceded, a reasonable settlement for New Zealand would 
follow so long as we insisted on it. 

Capital movements 

19. We have throughout expressed our disquiet at the 
possibility that freedom of portfolio investment within the 
Community might result in British investment being channelled 
through the Community to other highly developed areas such as the 
United States, as an organised traffic. We thought that it was in the 
interests neither of Britain nor the rest of the Community that much 
needed Community capital should be able to move overseas without 
restriction. We said that we would wish for a transitional period to 
deal with direct investment, but that the problem on portfolio 
investment was more serious and would need a longer transitional 
period pending some new Community arrangements to control 
outward flows of investment. 

20. The Italians seemed receptive to the idea that British (and 
other Community) capital should not move freely to highly developed 
countries. The French did not comment. The Belgians agreed that 
portfolio investment presented a more difficult problem than direct 
investment, but Belgian experience had not so far assessed the risk 
as a particularly serious one. The Germans made no significant 
comment probably because the new Government had not had time 
to look into this specialised subject. The Dutch—much the most 
expert on this-agreed that if a serious outflow of capital from the 
Community—a new phenomenon—were to appear some new 
Community arrangement would be necessary; in the meantime, they 
thought that if there were a significant effect on the British balance 
of payments resulting from traffic of this kind, then we would be 
entitled to operate the safeguard clause provided in Article 70 (2) of 



the Treaty. They advised us not to make it a condition of our entry 
to deal with this question beforehand. The Luxembourgers also 
recommended us to consider Article 70 (2) of the Treaty as the means 
of overcoming our difficulties in this field. 

Regional policies 

21. We nowhere found any disposition to question the 
acceptability of the regional policies which we at present operate. 
The Dutch specifically declared that they would present no difficulty; 
the Italians have also confirmed to us that in their view there is 
nothing in our policies, either positive incentives or negative controls 
such as the ability to refuse industrial development certificates, which 
would be incompatible with the Treaty or subsequent policies. The 
Belgians gave a practical example just before our visit of how lax 
the Commission^ control over politically sensitive schemes is bound 
to be by announcing the Commission^ approval of a new scheme 
favouring both a needy area with one language and a less deserving 
area with a different language. Our. impression is that provided 
schemes are non-discriminatory and do not excessively and directly 
distort competition as between members of the Community, there is 
little to be feared. 

Commonwealth issues 

22. In addition to the Commonwealth problems, dealt with 
under the heading of agriculture, we said that in the last round of 
negotiations, those conducted by the previous Administration in 
1961-63, a variety of arrangements had been provisionally agreed 
upon or envisaged, which would have provided the offer of 
association for some Commonwealth countries (in particular those 
in Africa and the Caribbean) and different opportunities for others 
(in particular comprehensive trade agreements for certain Asian 
countries). We said that we assumed that these arrangements to the 
extent that they were still relevant and useful, could be carried over 
and the problem of African, Caribbean and Asian Commonwealth 
countries dealt with in this fashion. We have heard nothing which 
would suggest that the Community countries would see any difficulty 
in maintaining arrangements of this kind: they probably feel that, 
sooner or later, if they do not negotiate such arrangements as 
concomitants of our entry, they will have to do so on the application 
of the same Commonwealth countries motivated by reasons of 
commercial self-interest—Nigeria has set a precedent which East 
Africa is following. 

Problems British accession raises for the Community 
23. A number of other questions have been discussed besides 

the principal ones listed above. Some of these were raised in order 
to deal in advance with the known preoccupations of Community 
Ministers; some were raised specifically by them. It is in this field of 
Community reactions to our approach that our discussions have been 
most informative. 



The British economic position, the international role oit sterling arid the 
sterling balances 

24. This question has been a prominent feature in the 
discussions. It first arose as a major issue in Paris, though we had 
already discussed it briefly in Rome. Throughout our discussions 
with the Community we emphasised the favourable development of 
our balance of payments, our intention to maintain a strong 
balance, and our belief that the sterling balances would not and 
should not become a drag on the Community if we entered. In Paris 
we made a long and frank expose on the position of sterling and 
offered to discuss constructively any anxieties they might have. The 
discussion elicited from the French the useful statement that the 
French believed the devaluation of sterling would have been of no 
benefit to Britain and would probably have damaged France also; 
otherwise MM. Pompidou and Couve de Murville were content to 
point to the extent of our total debts and to sterling's world wide 
role as a trading and reserve currency as an example of the difficulties 
which the import of extra-European interests would bring into the 
Community. 

25. We made clear in all capitals that the sterling balances 
were not instruments of prestige, but bankers' obligations which had 
to be covered by assets, and that ours were so covered. We stood 
ready to discuss these obligations with other countries before entry 
into the Community and, if that was what they wished, to discuss 
with them such possibilities as funding balances against specific 
assets, e.g., as one aspect of the wider question of the extent to which 
the EEC might develop a distinctive monetary policy of its own. 
This is of course an esoteric subject, and it was not until our Dutch 
friends (who are also the most expert in these matters) for the first 
time responded to our statements that We were able to separate out 
the two main aspects of this question. 

26. The Dutch, no doubt partly for their own reassurance and 
partly in order that they could use this reassurance with other 
members of the Community in our favour, suggested that the 
Community should be protected from any obligation to " bail us 
out" if difficulties arose from sterling^ role as an international 
currency, and were not related to our own balance of payments. 
They clearly agreed with us that disequilibria involving any major 
Western currency should be dealt with in the framework of wider 
international monetary arrangements notably the IMF and the Basle 
arrangements rather than by the Community as such, whose role 
under Article 108 should be limited to assistance related to any 
strains arising from the need to comply with policy requirements Of 
the Community. We confirmed that we did not regard Article 108 
of the Treaty of Rome as obliging the Community as such to 
Underwrite difficulties that we might encounter in Consequence of the 
world wide uses of sterling, and We would consider, if they wished, 
giving them a derogation to this effect. The Dutch said that this 
would cut the ground from under what the French Were saying on 



the risks sterling involved for the Community. The Luxembourgers 
also welcomed our statement that it would not seem appropriate to 
invoke Article 108 in the event of difficulties arising from the sterling 
balances and the wider international role of sterling. They thought 
that it might be desirable for a document interpreting Article 108 
in this sense to be worked out during the course of any eventual 
negotiations for British entry. 

27. We cannot claim that we have heard the last of this difficulty 
as a French objection to membership. But we are convinced that we 
have gone a long way to reassure those who are prepared to be 
reassured on this point. The other main doubt which is held with 
varying degrees of clarity in all six capitals arises from the fact that 
the strength of sterling depends on the strength of the British 
economy. We recited the impressive figures of recovery of our 
balance of payments; but some doubts clearly remain. 

Change in the nature of the Community 

28. The French placed considerable emphasis on the change 
which, they claimed, would take place in the nature of the Community 
if the United Kingdom and other EFT A countries were admitted to 
membership. Clearly, what the French are worried about is that, if 
we are admitted, and if other countries come in too, then they can 
no longer be in so strong a position within the Community and can 
no longer expect the Community to serve as a backing for French 
policy. This is not, of course, the argument the French use with us, 
or with the Five who relayed it to us. 

29. Whilst the same doubts about the results of extending the 
Community were expressed to us by all the other members of the 
Six, with varying degrees of seriousness, their concern is very different 
from that of the French. It is that if the Community is expanded to 
include 10 or 12 members, it may be more difficult to develop the 
Community further. Moreover, there is a genuine fear, shared also 
by the Commission, that a Community expanded in this way would, 
unless majority voting and constructive central institutions were 
preserved, be reduced to an ineffective organisation incapable of 
making greater positive progress than for instance the present OECD. 
We said that it was not our wish or intention to change or to dilute 
the nature of the Community any more than was inevitable upon the 
accession of other members. Some change there would inevitably be, 
but the alternative to change was stagnation, and, in any case, the 
Treaty itself provided for the accession of new members. Nor was 
the wider Community in fact likely to be more difficult to operate, 
either mathematically or politically, than the present one had proved 
to be. In an analogy based upon the concept of the Community's 
having built a railway line towards its objective, we suggested that 
what we were trying to do was not only to put additional coaches 
on the train, but also to put a more powerful engine on it; it was no 
part of our plan to rip up the track or change the signals. 



30. Despite the doubts expressed, all the members of the 
Community, with the exception of France, said not only that it was 
their firm wish to see Britain in the Community, but that they wanted 
to admit other members as well. Whilst there can be little doubt 
that we reassured the members of the Community as to our own 
intentions to help in making a success of the Community, their own 
experience with the intransigence of France makes the Five vulnerable 
to suggestions that with the Community enlarged to 10 or 12 or more 
the problems will be at least twice as great. The French will 
presumably continue to play on these fears of the Five for their own 
reasons; and the Five will be looking for assurances that in an 
expanded Community, not only will we be concerned to play our 
full role in operating the institutions of the Community, but also that 
the enlarged Community itself will not be too cumbersome to function 
effectively. 

Institutions 
31. In the light of the foregoing discussions, which were 

somewhat delicate as we were speaking neither as members nor as 
candidates for membership, we were non-committal about our 
attitude to majority voting within the Community (in the sense that 
we said we could accept majority voting to the same extent as the 
other members), and on the future role of the European Parliament
a point to which the Dutch, who believe in greater democratic 
Parliamentary control within the Community itself, attach importance. 
It was a weakness of our exploratory position that we had to base 
ourselves on saying that we would be concerned, within an expanded 
Community, to ensure the effectiveness of the Community's operation, 
when it was clear that the Five are looking to us, inter alia, to make 
the Community live and work again, while France is not. 

Technology 
32. One of the most impressive cards which we had available 

during the visits to the Community is the advanced technological 
development of the United Kingdom by comparison with development 
in Europe, the relatively large-amounts of expenditure on research 
and development in the United Kingdom, and the widespread 
concern in Europe about the technological gap between Europe and 
the United States. We have, with, we believe, very considerable 
effect, made clear that greater technological collaboration can only 
be expected to take place if the economic and market base is provided 
in the shape of an expanded economic Community. We have said 
that we thought it necessary to achieve a strong and independent 
industrial structure in Europe. This is one of the most telling ways 
of saying that Europe will not be big enough without us. Only in 
Paris did there seem to be any disposition on the part of Community 
Ministers to argue that technological collaboration could be pursued 
on a continuing bilateral basis, whether or not we belonged to the 
Community. We emphasised that although it was certainly true 
that in the field of military co-operation the impulse and orders were 
given by Governments, in the wider field of civil technological 



collaboration, projects could not be imposed by Governments; and 
that it would be a mistake to assume too lightly that technological 
collaboration with Europe could continue unimpaired if we remained 
outside the Community. 

ECSC, EURATOM and non-proliferation 
33. We have said that, if the United Kingdom joined the 

EEC she would wish at the same time to join EURATOM and the 
ECSC, if the separate Communities were still in existence at the 
time that we came to join. If in the meantime the Communities 
had merged then, of course, we would wish to join the one, merged 
Community. We would want to give added impetus to what might 
be regarded as the technological component of an expanded 
Community and thought that we were in a good position to do so. 
These assurances were in themselves well received, but a shadow 
was cast over the later discussions by the reactions of Community 
members—in particular Germany—and the EURATOM Commission 
to the draft Non-Proliferation Treaty. We have done our best to 
remove anxieties arising on this score; and, as the Cabinet will know, 
discussions have taken place with both the Federal German 
Government and the EURATOM Commission on this subject outside 
the framework of our exploratory discussions concerning membership 
of the Community. But it would certainly be premature to say that 
doubts had been set at rest. 

Political unity 
34. In all the capitals we were asked, in one form or another, 

for our views on the political development of Europe. We were 
able to reply that for many years now we had made clear our wish 
to participate to the full in any discussions with that objective, that 
this was still our position. In confirmation of this, we also made it 
clear that we would regard it as tragic if any moves which might be 
taken by the Six in the near future to bring about closer political 
co-operation, e.g., at the proposed Rome Summit, should serve as a 
pretext for deferring consideration of the possibility of our own 
membership, and we were given assurances that this would not be 
allowed to happen. These replies were well received, as evidence 
that our interest in the Community was not solely a calculation of 
economic and technological advantage, but also a political 
realisation of the necessity for a Europe strong enough and united 
enough to speak with the Super Powers on equal terms. But we 
made it clear that we were concerned that an enlarged Community 
should both preserve close relations with other North Atlantic 
Powers and play its full role in the relaxation of East-West 
tensions; that is to say, that our concept of European unity was 
designed both to break down the present barriers between Eastern 
and Western Europe and to result in Europe exerting a more 
powerful and effective influence in world affairs. In this connection, 
we would draw attention to the concluding section of the opening 
statement made by the Prime Minister in Paris to General de Gaulle 
(see page 30 of the Annex). 



General impressions 
35. We would conclude this survey of our discussions with 

what are perhaps the three major impressions of a general character 
it has left with us, and which are perhaps not sufficiently brought 
out by the foregoing account of our discussions on specific subjects. 
First, there can be no doubt whatsoever that, with the exception of 
the French, all members of the Community retain a strong interest 
in and desire for British membership. But it would be unrealistic 
to imagine that any of the present members could be prepared to 
risk the break-up, or at best the further frustration of the existing 
Community, in an effort to overbear French opposition to British 
membership. Some members would be prepared to exert more 
pressure than others on France; but certainly none would be 
prepared to confront the General, with all the risks that entails. 

36. Second, as the discussion of our major difficulties has 
continued, with a certain continuity as noted in paragraph 12 from 
capital to capital, the areas of real difficulty have become increasingly 
clear and have been substantially reduced; the same is true of the 
matters which the Six said were of concern to them. It was not 
possible without crossing the no-man's land between exploration 
and negotiation to reduce to specific terms the possibilities of 
agreement on the items of major difficulty for us; but we have no 
doubt that acceptable solutions to our problems could rapidly be 
negotiated if France did not act as saboteur. 

37. Third, one of our strongest impressions is of the 
commanding position which is waiting for us in the Community if 
the difficulties which at present stand in the way of our 
membership can be overcome. In our discussions we had a 
generally warm response to what we have said about the 
potentialities for good of an enlarged European Community, 
potentialities which are however beyond the separate capacities of 
the European countries or organisations as they exist to-day. The 
exploratory character of our mission, however, naturally obliged 
us to respond very cautiously to the sincerity of the welcome which 
so clearly awaits us if we can get in. The fact is that there is, within 
most of the Community, a clear recognition that, with the entry of 
Britain, they will be taking into partnership a major European 
Power, with the economic and technological capacity, the political 
will and the kind of associates to ensure that the enlarged 
Community will at last have the strength and the balance to play 
the role in the world which the importance of Europe warrants. 

H. W. 

G. B. 
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RECORDS OF CONVERSATIONS IN ROME 


RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND THE 
FOREIGN SECRETARY AND THE ITALIAN PRIME MINISTER AT 
PALAZZO CHIGI, ROME, ON 16th JANUARY, 1967, AT 10 a.m. 

Present: 

The Right Hon. Harold Wilson, M P On. Prof. Aldo Moro 
The Right Hon. George Brown, M P On. Prof. Amintore Fanfani 
Sir Burke Trend On. Pietro Nenni (for first hour only) 
Sir Con 0'Neill Amb. Egidio Ortona 
Sir Evelyn Shuckburgh Amb. Giovanni Vincenzo Soro 
Mr. W. A. Nield Min. Roberto Gaja 
Mr. A. N. Halls Min. Cesidio Guazzaroni 
Mr. A. M. Palliser Cslr. Walter Gardini 
Mr. T. Lloyd-Hughes Dott. Corrado Guerzoni 
Mr. D. J. D. Maitland Amb. Gastone Guidotti 
Mr. C. M. MacLehose Cslr. Vieri Traxler 
Mr. N. Statham Dott. Gianfranco Pompei 
Mr. W. K. Reid Min. Carlo Marchiori 

Interpreter (Mr. Lawrence) 


Opening remarks 
Signor Moro welcomed the Prime Minister and the Foreign Secretary in the 

name of the Italian Government. He was happy that their series of visits to the 
capitals of the Six should begin in Rome. He took this as a mark of respect to the 
place where the Treaty was signed and as a recognition of Italy's favourable attitude 
to British aspirations. Europe was not Europe without Great Britain. Italian 
experience and advice would be placed fully at our disposal. Though Europe would 
be the main theme of the discussions there might be other questions of a political 
nature which could be discussed. He would be interested to hear the Prime 
Ministers explanations of the reasons which had prompted him to start on the 
present round of discussions which the Italian Government genuinely welcomed. 

Mr. Wilson thanked Signor Moro for his warm welcome. The purpose of the 
meeting was principally to discuss the possibility of British entry into the 
Community, though if time permitted other questions might also be discussed. He 
was glad that the Italian Government had agreed to make it convenient for the 
first visit to be paid to Rome. The Italian Government had always been sympathetic 
towards our membership of the Community. He had been very much alive to 
the help constantly given to us by the Italian Government and was grateful for 
the opportunity of discussing our problems with them at an early stage. 

He was not in Rome to begin a negotiation, but to establish whether, as we 
hoped, conditions might be favourable for a negotiation; he would wish to discuss 
our problems, and to hear from Signor Moro something about Italy's experience 
of dealing whilst in the Community with problems similar to our own. We were 
all interested to see how the Treaty of Rome was working in practice rather than 
to examine its theory in detail. He did not regard the Treaty of Rome in itself as 
an inevitable obstacle but would wish to hear something of Italian experience of 
its implementation. 
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Background to the United Kingdom initiative 

Mr. Wilson then ran briefly over the background to the initiative, w 
reminded Signor Moro of his statement in the House of Commons on 
10th November and the purpose of the present round of visits as then explained 
After the series of discussions with the Six was complete Her Maiestv's 
Government would take its decision whether or not to activate the arrangements 
for negotiating for entry and would decide, in consultation with the Six, what the 
appropriate time for such negotiations would be. Briefly, we took the view that 
Britain and the Commonwealth could only be strengthened if Britain joined 
Europe, and that Europe would be strengthened too. These considerations applied 
both in economic and in political terms. 

' \AA A " - -

The meetings on which he and the Foreign Secretary were engaged were in 
one sense, a logical extension of the discussions we had embarked upon last year. 
But we had now changed from low gear into top gear. Neither Her Majesty's 
Government nor, we were sure, any of our friends in the Six, wanted a repetition 
of the events of early 1963. Mr. Wilson reminded Signor Moro of his remarks in 
the House of Commons on 10th November that we were approaching these 
discussions with a clear intention and determination to enter the Community if, 
as we hoped, our essential British and Commonwealth interests could be 
safeguarded; and that we meant business. Mr. Wilson said that that was exactly 
what he did mean. So in the talks to-day and in other capitals of the Six, whilst 
the form of our approach would be based on questions and analysis, its inspiration 
and content would be based on our determination to enter if we could find the way 
to enter. 

He had been encouraged after his statement of 10th November not only by 
what Signor Fanfani had said in response but by the speed with which he had said 
it. We had been very happy to see his remarks, which provided confirmation that 
we could look to the Italian Government for a helpful and constructive approach 
to the problems. 

The debate which had taken place in the House of Commons on 16th and 
17th November was principally remarkable for the wide agreement, from all 
political parties, that membership of the Community was a desirable objective, 
and that the decision the Government had taken was the right one. The debate 
had been remarkable also for its progressive tone. It was a forward-looking, 
not a backward-looking, debate. There was no question that the Government, 
in its present approach to the Six, enjoyed a very wide measure of support, both 
in Parliament and the country at large. He referred to the recent study by a 
Committee of the CBI, and to the results of recent public opinion polls. 

Another development since his announcement of the British initiative was the 
meeting of EFTA Heads of Government at the beginning of December. All the 
EFTA countries had welcomed the British move as an important step along the 
road of determining the prospects for a solution of the question of economic 
integration in which they could all participate in an appropriate manner. Whilst 
we were not, of course, empowered to speak on behalf of our EFTA partners, it 
was the Prime Minister^ impression that EFTA countries all would wish to 
participate in the Community either as members or associates. This was an 
important positive development by comparison with the situation of 1961-63. 
It had been agreed that EFTA countries would keep in the closest consultation 
with each other on the development of their relations with the Community and on 
any discussions with the members of the Community. 

Treaty of Rome 
Mr. Wilson said he thought it important to make clear again our position 

towards the Treaty of Rome. The Treaty was the centre of the matter. It was 
sometimes suggested that Britain was not prepared to accept the Treaty or that 
we would wish to negotiate such revisions of it as would fundamentally alter its 
nature as the basis of the contract between its original members. He described 
the British attitude in the words he used in Parliament in November. The Treaty 
of Rome was not in itself or necessarily an impediment; it need not be an obstacle 
if our problems could be dealt with satisfactorily, whether through adaptations 



0f the arrangements made under the Treaty or in any other acceptable manner. 
In the House of Commons he had summarised this very important point by saying 
that we would be prepared to accept the Treaty of Rome subject to the necessary 
adjustments consequent upon the accession of a new member, and provided that 
we received satisfaction on the points of difficulty we saw. Some commentators 
suggested that our decision was based on a desire to see conditions of entry which 
would weaken the Community or lessen the ties which bound the countries of 
the Community together. But, as he would hope to say in his speech at Strasbourg 
next week, our attitude was that widening the Communitv would not weaken but 
strengthen it. 

The United Kingdom economy 
Mr. Wilson said that the Governments present decision, unlike that taken 

in 1961, was not being made from a position of economic weakness but from 
one of strength. We had had our balance of payments problems, in the same 
way as Italy. The Government had inherited from its predecessors a deficit of 
£800 million per annum. In 1965 this had been more than halved, and further 
reduced in 1966. In 1967 we would be in surplus. This situation was achieved 
by an improvement in our trade. In 1964 our monthly trade deficit was £45 
million; in 1965 this had been halved to £23 million; and in 1966 it was £12 million. 
The progress was quickening, to judge from the results of the latest months in 
1966. The Governments July measures had not yet had their full effect on exports 
and trade. The measures which Italy had taken had led to the possibility of 
sustained expansion; we believed that our own drastic measures would do the 
same for us. 

So our decision had been taken from a basis of strength and confidence. 
We, and Italy, could look forward to a surplus in the balance of payments this 
year. There were perhaps some in Europe and elsewhere who would be glad 
if they could look forward with the same confidence. 

Points of difficulty in British membership of the EEC 
Mr. Wilson then mentioned briefly what he believed to be the major points 

of difficulty either for us or for the Six, in British membership of the Community. 
Briefly, they were the problems arising from the Common Agricultural Policy 
as it had emerged over the last few years; Commonwealth questions; problems 
related to freedom of capital movements; and problems of regional policy. He 
mentioned regional policies not because he thought they constituted a major 
difficulty but because we should be grateful to hear of Italian experience in this 
field—they had problems in their south as we had in our north. The fact that 
he had mentioned certain questions did not mean that there would not be others 
to be covered in any negotiation. Such questions might include some agricultural 
problems not directly arising out of the Common Agricultural Policy; the timetable 
by which we should expect to adopt the Common External Tariff and abolish 
internal tariffs with an expanded Community; and so forth. He did not think 
that these questions needed to be explored in any detail at this stage. They, and 
others like them, could be dealt with satisfactorily at the appropriate stage. They 
were problems for negotiations. On the question of negotiations Mr. Wilson said 
it was our hope that they would not involve all the details of 1961-63. We had 
embarked on a great effort and would not like to see the great issues bogged down 
in discussions of such questions as kangaroo meat. 

Mr. Wilson therefore thought that the main questions to which the discussion 
might be devoted were, the Treaty of Rome; questions arising directly out of the 
Common Agricultural Policy; questions arising from the Community's provisions 
and directives on freedom of capital movements; some principal Commonwealth 
issues, including New Zealand; and the effects on our regional policy of membership 
of the Community. He would be prepared to expand on these questions during 
the course of the discussion, and would be happy to learn what the Italians thought 
of the possibility of overcoming the difficulties. He would also wish to hear 
whether there were any other major problems or difficulties which Signor Moro 
thought we should discuss. 



Kennedy Round 
Mr. Wilson then turned to the timing of the British initiative in relation to 

the Kennedy Round. Our present initiative did not imply in any way any 
reduction of interest in the Kennedy Round. We had always believed, as had 
Italy, in the vital importance of making a success of the Kennedy Round 
negotiations. We all stood to gain from a successful outcome of them; and we 
all stood to lose from failure. The Kennedy Round presented the best opportunity 
there had been to reduce trade barriers, not only within Europe, but throughout 
the world. We ourselves had never regarded our hopes of joining the Community 
in due course as making the Kennedy Round any less important. 

Mr. Wilson added that he thought the present series of discussions could be 1 
of the most far-reaching and historical importance for Europe. He did not 1 
think that the United Kingdom would be asking for anything which it 
was impossible to negotiate. We should be seeking to safeguard our essential 
interests in the same way in which the Six countries themselves had, in the course 
of the negotiations which led to the establishment of the Community. If the 
difficulties could be overcome, a major new opportunity would open out for us 
all. We should have the potential afforded by a community of nearly 300 million 
people in Europe, bigger than the American community, with all that that meant 
as regards economic development and technological potential; and we should 
thereby have begun a major step towards enabling Europe to play an ever fuller 
role in the world. 

Technology 
Mr. Wilson said that two years ago he had discussed with the Italians, at 

Italian initiative, the question of technological development; and since then we 
had had an opportunity of studying Signor Fanfani's initiative. In his own 
Guildhall speech he had said that he would like to see a drive to create a new 
effort to pool within Europe the enormous technological inventiveness of Britain 
and other European countries, in order to enable Europe, on a competitive basis, 
to become more self-reliant, neither depending on imports nor dominated from 
outside, but basing itself on the creation of competitive indigenous European 
industries. He could think of nothing that would make a greater reality of the 
whole European concept; and in this field of technological co-operation no one 
had more to contribute than Britain. 

Political unity 
Mr. Wilson said that, as regards political unity, we were ready to play our 

full part. In Strasbourg he would be speaking on the thought that, if the 19th 
century was an age of heroic European nationalism, the 20th century would go 
down to history as an age in which man had had the vision to create, out of 
these nation States, and out of the destruction caused by two world wars, a new 
unity, which, so far from rejecting the diversity of nation States, would be the 
greater and more real because it built on that diversity; so that national 
characteristics would be enriched by their association in a wider outward-looking 
unity. 

Italy's attitude 
Signor Mow thanked Mr. Wilson for his frank and detailed exposition, which 

had allowed him to see the development of our thought and the prospects as we 
moved towards the objective. He was impressed by the seriousness and sincerity 
of the British interest in joining Europe. This impression was not lessened by 
Mr. Wilson's having said that the present meetings must have an exploratory 
character; the Italians fully understood this. 

Our intentions corresponded to Italy's own attitude. They shared the British 
vision in Europe of a united Community of 300 million people with the resources, 
material and intellectual, which could free Europe from "the danger of falling 
under external domination. 

He was glad also that the British Government shared the Italian attitude 
towards political unity. In the Italian view there were two essentials—that the 
Community should be democratic and that it should offer a genuine prospect 
of economic and political integration. He was glad to see the United Kingdom 
working in the same direction, even though the prospect might still be further 
away than the Italians would wish. 



He was glad also to note what Mr. Wilson had said about accepting the 
aims and fundamental structure of the Treaty of Rome, as they had developed 
over the years. If his understanding was right, the United Kingdom requirements 
might be limited to the adaptations which would be necessary to enable the 
United Kingdom to make an easy transition to membership of the Community. 
He believed that essential British interests could be safeguarded and that it could 
so be arranged that no harmful effect to the British economy would result. 

He agreed that the present discussions should not go into detail but should 
seek to establish agreement on the main issues and to show how suitable 
arrangements could be made to deal with them. 

Signor Moro said also that he was glad to hear of the favourable development 
of the economic situation in Great Britain, both for its own sake and because it 
would help to ease British entry into the Community. He was also pleased to 
hear Mr. Wilson's reference to technology and interested in what he had said 
on the Kennedy Round. The Kennedy Round was important not only in the 
interests of world trade but also because a successful conclusion would eliminate 
certain of the difficulties which had prejudiced our entry in 1961-63. Mr. Wilson 
would appreciate that in the Kennedy Round a sympathetic attitude between 
the United Kingdom and the Six would be a significant mark of the understanding 
between us. 

Signor Fanfani confirmed the Italian Governments favourable attitude to 
the question of British entry. Four years ago, after the failure of the previous 
negotiations, he had discussed with the then British Government what should be 
done next. The conclusion was that nothing should be done to increase the 
gap between the Community and the United Kingdom, in order that the 
negotiations might be resumed, when the time was ripe, without difficulty. The 
Italian Governments conscience was clear on this point. They had done 
everything possible to bring nearer the resumption. He noted with gratitude 
what Mr. Wilson had said about his own reaction to the announcement of the 
British initiative. Mr. Wilson had said that this initiative was in the interests 
of the United Kingdom; but it was in those of the Community too. It was said 
that some of the Six were less interested in British membership than Italy; the 
Italians believed that, if they examined their interests properly, these other 
countries should also be in favour. He was therefore comparatively optimistic 
about the outcome of the present round of talks. 

Mr. Wilson had rightly said that Great Britain had a large fund of technological 
knowledge which could be made available within the Community. Greater 
co-operation between the United Kingdom and the Community, and indeed within 
Europe as a whole, in this field would make a very considerable contribution to 
the well-being of the world. Technology was a new card by comparison with the 
1961-63 negotiations; it must be played as skilfully as possible. The Italians would 
be pleased to make their advice available in order that.,we might reach our 
objective. 

Signor Fanfani said he hoped that at the end of the soundings we would 
conclude that the time had come to embark upon negotiations. Italy would 
approach these negotiations in a positive spirit. They were glad to hear that we 
did not necessarily see any insuperable obstacles in the Treaty of Rome; but it was 
quite understandable that our attitude should be subject to certain conditions 
affecting the modifications and arrangements necessary to allow Great Britain to 
enter. They believed it right that we should take soundings on our own 
requirements and those of the Community. The Italians had some points which 
Mr. Wilson had not mentioned. Others would come up elsewhere in the Six; but 
he hoped that we would not find these insuperable and that we should be able to 
move forward into negotiations on timings and modalities. 

After the signature of the Treaty of Rome the members of the Community 
had set out to discover how they could reconcile their own respective requirements. 
It was understandable that a new country coming in after the Community had been 
established for 10 years should try to find out about the processes which had taken 
place within the Community. There had been difficulties in reconciling the 
economic problems of the Six member countries. We had mentioned the question 
oi depressed areas and would therefore appreciate the problems of the Italian 
Government when the whole of Italy had been virtually a depressed area by 



comparison with the rest of the Community. Often Italy had had to exert pressure 
on the other members. But they had always raised the question not as one of 
charity but in order to insist on homogeneity within the Six. The problem had 
been one of attaining a satisfactory balance between developed and less developed 
areas within the Community. His own recommendation to Great Britain was 
that, when faced with problems of securing the right balance of interests for the 
sake of homogeneity within the Community, great patience and determination were 
necessary. Even now, of course, not all the problems had been solved. 

Turning to the Common Agricultural Policy in which we saw difficulties, Italy 
had been along the same road before us. Italy's whole position had changed, largely 
during the negotiations, from that of a net food exporter to a net food importer. 
Italy therefore understood very well British concern at the prospect of having to 
pay something like £200 million to the agricultural fund. 

Signor Fanfani stated the problems not in order to discourage us. But 
although there would be thorns on the way, there would be roses at the end of the 
path. 

Signor Fanfani said that it was natural that, as a result of our entry, conditions 
in the Community would change. The Six would be faced with the prospect of 
modifying regulations which had been drawn up with great difficulty and, on one 
occasion, had nearly led to the break up of the Community. It was natural, 
therefore, that we should seek to reach mutual understanding in the present dialogue 
before the stage of negotiations. But the fact that, knowing all the difficulties, we 
nevertheless were making our present attempt to join the Community and that the 
present initiative had been accepted by the Six, disposed of the argument that 
Britain was not sincere or that the Six were not animated by goodwill. 

Signor Fanfani said that Mr. Wilson had dealt frankly with the British economic 
position. There were, of course, differences between market and structural 
problems. He was sure that the former could be satisfactorily reduced, if not 
eliminated; the experience of ten years within the Community showed that these 
could be dealt with, including monetary problems, in the spirit of Community 
solidarity. The question was more complicated with regard to structural problems; 
and it was necessary to decide what modifications could be adopted. 

The modifications which the United Kingdom required seemed to be related 
to four problems—the common agricultural policy; the Commonwealth; capital 
movements; and regional policies. Such problems certainly existed and he was 
glad that they had been so clearly stated. Before adding to the list from the 
Italian side, however, he would like to say a word on the Kennedy Round. Here 
there was a delicate position arising out of the British orientation in relation to 
the United States. He thought that, if we proceeded carefully, especially at this 
juncture, it should be possible to achieve the success within the Kennedy Round 
which would help to provide the basis for some of the modifications necessary 
between the United Kingdom and the Community. He thought it would be 
desirable to go into some detail on this point, perhaps with experts, later in the 
discussions. 

Italian questions 
Signor Fanfani said that he had a number of questions which he thought he 

should put in order to make the soundings useful. They were as follows: 
(1) As regards the British economic situation he would like to have our forecast 

of the length of time needed to eliminate the problems; he needed to be able to 
meet this objection, if and when it was put forward as a pretext for hindering British 
entry. What relation in time was there likely to be between our solving our 
economic problems and the beginning of negotiations, or even the end of our 
soundings? If our acute economic difficulties continued, and the present round 
of soundings proved promising, how would this affect the decision to start 
negotiations? 

(2) What was the relation in time between the Kennedy Round and the possible 
opening of negotiations? 

(3) What were the probable scope, extent and duration of the adaptations
which the United Kingdom might ask for? Would they apply only to the 



Common Agricultural Policy or to other sectors as well? And as regards the 
Common Agricultural Policy, would we be asking for temporary or permanent 
changes? Must the question be dealt with now; or could it wait until 1969, when 
agricultural questions would come up again for review within the Community? 
Would we require general adjustments to the regulations; or could our problems 
be dealt with by protocols; or would we ask for amendments to the Treaty itself? 

(4) How far could we accept the results of the negotiations in J961-63 as a 
starting point? 

(5) As regards Commonwealth interests what should be the scope of the 
adjustments needed? 

(6) What was our position on the question of adjustments in the social field, 
affecting such problems as social insurance? This was not an urgent problem. 
The Community still had two to three years before it had to be solved. But it 
would become more important as the movement of workers became greater. 
It ought to be settled by 1st July, 1968, because there should by then, in line 
with the completion of the Common Market, be completely free movement of 
labour within the Community. 

(7) There was also the question of EFTA. In the event of a successful 
British negotiation what attitude should we expect our EFTA partners to take? 
Would they act individually or collectively to obtain membership? Would the 
EFTA countries be divided into two groups, those seeking actual membership 
and those, probably the neutrals, seeking only association or special arrangements? 
He stressed that Italy was very keen to see other EFTA countries join the 
Community in one way or another. 

(8) He turned then to the question of scientific and technical co-operation.
He shared the British view that this was a central problem for the survival of 
our economies. But there were problems of timing involved. If it should prove 
possible for Britain to join the Community, did we think these technological 
questions should be deferred until the fusion of the Executives and until 
EUR ATOM had been converted into a serious organ of technological research? 
Had we in fact considered the questions that would arise as the result of fusion? 
Since the issue of fusion had not been settled, it would be useful to have our 
views now. Two very important areas were involved, namely energy policy and 
scientific research. Did we envisage making our technological collaboration 
available to Europe before we had joined the EEC? Was it our intention to 
promote discussion on technological co-operation in EFTA in parallel with the 
discussions which would take place in the EEC? This was a vital question 
because it was important to get work started in NATO when the next meeting 
of the NATO Council took place in May or June; and there would be great 
advantage in EEC and EFTA countries being able to present a combined solution. 
Any move towards solving these technological questions would be very helpful 
to the objective of United Kingdom entry into the Community. 

(9) Political Unity. The problem was the nature and timing of any 
contribution by the United Kingdom to discussions on political questions which 
would affect the vital shape of the Treaties. How could these questions be dealt 
with without hindering British entry? He thought it fair to say that he did not 
expect the United Kingdom to be among the fanatical supporters of a 
supranational political union. For their part the Italian Government hoped that 
the day would come when a supranational Europe became possible. But they 
recognised that it should come gradually and quietly; and they certainly did not 
want to make Britain's negotiations for entry into the Community more difficult 
on this account. 

Answers to Italian questions 
Mr. Wilson said that Signor Fanfani's statement had been extremely helpful. 

He had pointed out the questions that we should be facing over the next few 
months. Signor Fanfani had listed a large number of questions, but he would 
try to answer most of them, leaving the rest to the afternoon meeting. 

As regards the British economic position he had indicated that we were 
confident about our balance of payments. We expected a balance, moving 
towards an increasing surplus, this year; and we should be able to deal with 
the problems of the international borrowing that we had incurred in order to 



pay for the inherited deficit. One factor in the present improvement in our 
situation was admittedly the restriction of domestic demand and thus of our 
economic growth. But we were tackling with great urgency the underlying 
problems which had meant that, for years, expansion in the United Kingdom 
had been followed by a balance of payments deficit. This question would be 
solved partly by rapid technological advance and partly by structural alterations 
This governed the answer to Signor Fanfani's question about the timing of our 
negotiations. In Parliament Mr. Wilson had said that we would join the 
Community only from a position of economic strength. The answer to 
Signor Fanfani's question was, therefore, that there should be no need, so far as 
our economic prospects were concerned, to delay our entry into negotiations 
once the Six were ready. 

On the Kennedy Round he agreed that it was necessary to decide the 
Kennedy Round discussions in the next few weeks; and he agreed further that 
success in the negotiations could well help with the solution of other problems 
such as agricultural, and agricultural trading, questions, which would be central 
in any negotiations. 

On transitional periods he said that they would need to vary according to 
the characteristics of each problem, and they would need to be carefully negotiated 
by agreement with the Six. But this question also raised wider issues of 
agricultural policy, which Mr. Brown would deal with later. 

This brought him to Signor Fanfani's questions whether we could wait until 
1969 when the Community was due to review its agricultural policy; how far our 
interests could be safeguarded by adjustments and protocols, or whether there 
would need to be amendments to the actual Treaty of Rome. Signor Fanfani had 
asked which problems could be dealt with by transitional periods and which 
required structural adjustments; and he had asked whether, if the latter were 
required, they would be adjustments to the Treaty or merely to the Common 
Agricultural Policy. He would leave the agricultural question to Mr. Brown. 
But he would like to say that, outside the agricultural field, we were more 
concerned with the way in which the Treaty worked in practice than with the 
precise wording. The Community was a living organisation with 10 years' 
experience behind it; and, although intensive and legalistic study of the text 
of the Treaty might raise certain doubts, we were more concerned with the spirit 
in which the Treaty had been operated. He would deal in the afternoon with 
the question of the Treaty of Rome generally. 

As regards the question of starting any negotiations at the point where they 
were broken off in 1963, we should wish to hear the views of the Italian 
Government and of the other members of the Six. We did not wish to get bogged 
down in detail and so lose sight of the wider vision. Some of the earlier problems 
now seemed easier, as a result of the passage of time. Some, for example those 
arising from the Common Agricultural Policy,. ,rnight have become more difficult. 
Some could, we believed, be better settled after our entry; but not all, and the 
initial discussions and negotiations should be therefore concentrated mainly upon 
this limited number of major issues. Some problems affected the Commonwealth, 
and we should need to consult with other Commonwealth countries. 

The question of social insurance involved a major problem of harmonisation; 
but we saw no fundamental difficulties in this field. The question of free movement 
of labour would be dealt with by Mr. Brown later. 

The question of EFTA, and how individual EFTA countries would proceed, 
was one for each EFTA country. He was not empowered to speak on their behalf. 
But he thought that EFTA countries recognised that it would be necessary to 
follow the rules set by the Community in any application for closer relationships. 
The general agreement reached at the meeting in December was that EFTA 
countries should consult with each other; but he thought that negotiations would 
be separate. 

On scientific and technological collaboration he thought it essential that the 
timing of any discussions should be speedy in this context (because of the 
fundamental importance of this question to our conception of what the Community 
should look like in the years ahead) and simultaneous with our main negotiations 
for entry into the EEC (because Britain would be less interested in discussion of 



technology whilst outside the Community than as members of it). An essential 
feature of the question was the widening of market opportunities for British 
industries with a high technological content—a process which should go hand in 
hand with increased exchanges of technological information, just as widening 
opportunities in the British market for Community industries with a high 
technological content should proceed pari passu with the same process. He would 
give two examples. In the field of nuclear power for electricity generation, the 
United Kingdom could claim to be ahead of the United States and Europe. In 
know-how on chemical engineering, Italy led most other countries of the world, 
if not all. In either case, if know-how was to be made available it would be 
essential to be sure that one was not just handing over blueprints but widening 
market opportunities at the same time. 

Mr. Wilson said that we had considered the problems involved in fusion of 
the Communities and saw no fundamental difficulty. He agreed in particular that 
it was necessary to make more of a reality of the work of EURATOM. We had 
thought that this question of the merger of the Communities was not a problem 
in which Britain should intervene whilst still outside the Communities; but we 
should, of course, hope to participate in the process once we were members. 

Signor Funfani interjected that within the Community there were many who 
thought that fusion should not be unduly delayed. If that was right, it would be 
helpful if we could say that we were not thinking of a long delay before this 
process could come to pass. 

Mr. Wilson said that he believed the worst of all possible positions would 
result if the Community said, either on this issue, or on the question of political 
unity, that they wanted to complete their final structure before negotiations with 
the United Kingdom. But this did not mean that we wanted to hold the process 
up until we became members. His view would be that the Community should go 
ahead, while we were still not members, but that the two processes could proceed 
simultaneously and that it would be realistic, in planning mergers within the 
Communities, to take account of the possibility that, quite early on, we might be 
members. We should therefore want to keep closely in touch with the 
Communities during this period. If the fusion of the Communities were a long 
drawn-out operation, we should, of course, be negotiating for entry to the three 
existing Communities. We should certainly not wish either process to delay the 
other. He very much agreed with Signor Fanfani's remark about the institutional 
changes being dictated by advances in the fields of technology, engineering and 
particularly nuclear power. Things which seemed clear only two years ago in 
the fuel and energy field had in fact changed rapidly. Our own National Plan 
of 1965 included a chapter on fuel and energy; but this chapter was now out of 
date, not only because of the discovery of North Sea Gas but also because of 
fundamental reappraisals caused by the realisation that attomic power could be 
generated almost as cheaply as, if not more cheaply than, hydro-electric power in 
areas where the latter had hitherto been the main source. What was true nationally 
was equally likely to be true internationally; and this could well mean that the 
existing division between the ECSC and EURATOM was increasingly unreal. 

There were no discussions proceeding within EFTA for the creation of an 
EFTA Technological Community. But we were having useful bilateral discussions 
on several technological questions. This week there would be discussions with 
France on advanced developments in the aircraft field. The previous week the 
Minister of Technology, Mr. Wedgwood Benn, had had three days' discussion 
with his colleague in Germany. He thought it was better to proceed bilaterally in 
this way until it was possible to generalise the discussion of such questions within 
an enlarged Community. 

Mr. Wilson said that it had always been our desire to discuss questions of 
political unity with the countries of the Community even while we ourselves were 
not members. We should certainly be ready to play our full part once we were 
members. The sooner we were in the Community the sooner we could begin to 
Play our part. 
. We had thought, whilst outside the Community, that we should not intervene 
jn Community affairs. We had not intervened, nor had we had any status for 
intervening, in discussions on quasi-political questions within the Six. But, if 
and when we became members we should be involved in these questions too. In 



view of our new initiative, we thought it would be well to be associated with the 
Six as closely as possible in their discussions on political unity. We believed very 
strongly that it would be a tragedy if there were any suggestion within the Six 
that this question must be got out of the way in discussions within the Community 
before there could be any question of negotiating British entry. There were 
favourable tides at work in favour of European economic and political unity; it 
would be a tragedy if we had to wait for the problems to be settled on a restricted 
basis. 

Signor Fanfani commented that discussion on political unity had gone very 
slowly within the Community. It would be very difficult to get any real movement 
in this sector. The Italians had never tried to make very rapid progress in this 
field. The Saragat Plan had been intended merely to open up a dialogue; and 
the recent initiative taken by Italy aimed not at setting up barriers but at creating 
a favourable atmosphere for some form of political unity. 

It was agreed that nothing of substance should be said to the Press at this 
stage in the discussions. 

RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND THE 
FOREIGN SECRETARY AND THE ITALIAN PRIME MINISTER AT 
PALAZZO CHIGI, ROME, ON 16th JANUARY, 1967, AT 4.30 p.m. 

Present: 
The Right Hon. Harold Wilson, M p On. Prof. Aldo Moro 
The Right Hon. George Brown, M P On. Prof. Amintore Fanfani 
Sir Burke Trend Amb. Egidio Ortona 
Sir Con 0'Neill Amb. Giovanni Vicenzo Soro 
Sir Evelyn Shuckburgh Min. Roberto Gaja 
Mr. W. A. Nield Min. Cesidio Guazzaroni 
Mr. A. N. Halls Cslr. Walter Gardini 
Mr. A. M. Palliser Dott. Corrado Guerzoni 
Mr. T. Lloyd-Hughes Amb. Gastone Guidotti 
Mr. C. M. MacLehose Cslr. Vieri Traxler 
Mr. D. Maitland Dott. Gianfranco Pompei 
Mr. W. K. Reid Min. Carlo Marchiori 

Interpreter (Mr. Lawrence) 

Treaty of Rome and majority voting 
Signor Moro said that he understood before the meeting had adjourned for 

lunch that Mr. Wilson wished to refer to the Treaty of Rome. 
Mr. Wilson said that the United Kingdom position on the Treaty of Rome was, 

he hoped, perfectly clear. He summarised at this point the statement made in the 
House of Commons in November 1966 by saying that the Government would be 
prepared to accept the Treaty of Rome subject to the necessary adjustments 
consequent upon the admission of a new member and provided that we received 
satisfaction on the points about which we saw difficulty. 

What he had in mind in saying this was that the Treaty provided in Article 237 
that the conditions of admission and the adjustments to the Treaty necessitated 
by it should be the subject of an agreement between the existing member States 
and the new applicant. Clearly there had to be adjustments to the Treaty to cover 
such questions as British membership of the institutions, with appropriate 
representation; provision for an appropriate number of British votes in the Council 
of Ministers; and other changes, such as the percentage contribution to the 
Community budget and funds. Various consequential matters would have to be 
discussed as regards the timetable on which we should be applying the various 



provisions of the Treaty; and this was bound to differ from the timetable laid 
down in the Treaty because of the lapse of time since its signature. But the point 
he wanted to emphasise was that, provided our problems could be dealt with 
satisfactorily, either through adaptations of the arrangements made under the 
Treaty or in any other acceptable manner, the Treaty itself would not be an 
obstacle-

Turning to majority voting Mr. Wilson said that he was aware that there were 
differences of view within the Community on this matter. The United Kingdom 
would be prepared to accept majority voting to the same extent as the Six 
themselves. But so long as the differences of opinion were not completely overcome 
within the existing members of the Community and so long as we remained outside, 
it would be inappropriate for us to express a view and thereby take sides in what 
we had always regarded as a question to be settled within the Community. 

Signor Moro said that, if he understood the situation aright, the United 
Kingdom accepted the Treaty of Rome in respect of its structure and aims, except 
as regards such changes as were provided for by the text of the Treaty itself (for 
example, in relation to participation in the work of the Council of Ministers and in 
the organs of the Community). There was a question whether additional protocols 
and clauses to the Treaty would be necessary and whether they should be temporary 
or not. Majority voting was embodied in the Treaty; although there had been 
differences of view within the Community, no member state had yet asked for the 
Treaty to be altered on that account. There should be no objection to acceptance 
of the necessary adjustments to the Treaty; but the safeguarding clauses might 
present a difficulty. They might be discussed later on. 

Signor Moro then invited Mr. Brown to discuss the Common Agricultural 
Policy. 

Kennedy Round 
Mr. Brown recalled that Signor Fanfani had referred to the Kennedy Round 

during the morning's discussion. The timetable was now so advanced that the 
completion of the Kennedy Round was in sight. The United Kingdom was faced 
with problems in relation to the Kennedy Round somewhat different from those 
described by Signor Fanfani. There was a marked imbalance between our offers 
and those made by the Community. Since it was in the common interest of the 
Community and of the United Kingdom to reach agreement at the highest possible 
level on the offers to be made in the Kennedy Round, he proposed that experts on 
both sides should discuss how the offers already tabled might be adjusted in order 
to achieve the best possible outcome. The United Kingdom had made substantial 
offers, markedly to her disadvantage, by comparison with the offers made by the 
Community. Experts on both sides should try to harmonise the differences in these 
offers. 

Common Agricultural Policy: Problems for the United Kingdom 
Turning to the questions posed by Signor Fanfani about, the Common 

Agricultural Policy Mr. Brown said that the different aspects of the policy presented 
problems which were not always of the same gravity; nor did they all call for 
the same answer. One question which had been asked dealt with our general 
attitude to the policy. It was not of itself an impediment to negotiations; but 
to adjust our agricultural support system to the existing Common Agricultural 
Policy would create substantial difficulties for the United Kingdom; unless 
adjustments could be made, it would distort our present agricultural pattern and 
affect our prices considerably and worsen our trade and balance of payments. 

Mr. Brown suggested that he should take the four main points of the 
agricultural problem in ascending order of difficulty. 

(1) The effect on the cost of living 
If the present level of. prices were maintained in the Community after 1970, 

we estimated that the effect would be to increase the cost of our food by between 
10 and 14 per cent. This would obviously have an adverse effect on our policy 
for prices and incomes and on the cost of living. We would therefore hope for 
a reduction in the present Community price levels; and this raised the question 



of the transitional period over which our economy would be phased into the 
Common Agricultural Policy. This was not the most serious problem concerning 
us, though it was clearly important. 

(2)	 The results for our own farmers 
The effect on our domestic agricultural system was more serious. It was 

possible—indeed, some would say it was probable—that, as prices stood in the 
Community, the net income of our farmers as a whole would be the same as, or 
even greater than, at present. But the real problem was the premium on cereals 
production which the present arrangements involved. Our farmers would be 
affected in two ways under the Community's cereals policy; they depended upon 
buying cheap cereals for feedingstuffs (and the high price of cereals in the 
Community would therefore hit them hard); and they would be affected by imports 
from the Community. The result would be to cause a serious disturbance in the 
agricultural and ancillary industries of the United Kingdom. The northern and 
western areas of the country had more rain, contained a larger proportion of land 
of poor quality, and included most of our small agricultural holdings devoted to 
the rearing of livestock and the production of pigmeat and dairy and egg products. 
The effect of the Community prices would therefore be to depress the condition 
of these farmers, while by contrast there would be a considerable accretion of 
income in the eastern half of the country. Our conclusion was therefore twofold: 
first, a substantial transitional period would be needed in order to solve the 
problems which would be created; and, second, since we should have to change 
substantially the pattern of our agriculture—for example in relation to the size 
of farm units and the methods of marketing—we should want schemes to facilitate 
these adjustments, including some of our support grants, to qualify for benefit 
under the provisions of the Community's Guarantee Fund dealing with " structural 
improvement". 

This problem was a more difficult one than the first; but it would not be 
insuperable if the present members of the Community were willing to help. 
(3) The impact of Commonwealth and third country trade in foodstuffs 

In relation to Commonwealth trade it was well known that there were problems 
affecting Australia and Canada; but the really difficult case was that of New Zealand. 
New Zealand was almost wholly dependent upon her agricultural exports, over 
half of which came to the United Kingdom and amounted to nearly half of New 
Zealand's total exports. It was not necessary at this stage for him to rehearse 
the figures of dairy produce, mutton, lamb and wool, since they were known to 
the experts. New Zealand was one area in which he doubted whether a 
transitional period would suffice as a final answer to our problems. It seemed 
likely that a permanent arrangement or derogation would have to be achieved 
in order to cover New Zealand's interests in respect of access to her traditional 
markets at reasonable prices. He hoped that it would be fairly generally accepted 
that a special arrangement of this sort would^ have to be made; but he would 
welcome the Italian Government^ views. 

(4) The consequences for our balance of payments 
When Signor Fanfani had referred to this aspect of the Common Agricultural 

Policy in the morning's discussions he had given a figure (which was probably 
an under-estimate) of £200 million as the extra burden which would fall upon our 
balance of payments, if prices remained at their present level in the Community 
and if under the present arrangements we were obliged to make over to the 
Guidance and Guarantee Fund 90 per cent of the proceeds of levies on all food 
imports from third countries. It was comforting to have heard Signor Fanfani 
expressing how clearly he understood our difficulties. It would be altogether 
inequitable for there to be no change in the present arrangements when the United 
Kingdom joined the Community. At present the member country of the 
Community which was the largest importer was Germany, which imported £640 
million of leviable products, of which £270 million were drawn from sources outside 
an enlarged Community (i.e., including Denmark). By contrast we imported 
£970 million of leviable products, of which £640 million came from third countries. 
Moreover, acceptance of the present price level would involve us in far greater 
price increases on our imports than any other member country had had to face. 
As a result we should be expected not only to pay our national contribution to 
the Guarantee Fund but also to make from the proceeds of the levies a substantial 



payment—more than twice what Germany was paying and approximately equal 
to what was paid by all the other members of the present Community. And yet, 
because the United Kingdom had a soundly based agricultural economy, which 
employed a very small percentage of our labour force whose productivity had 
increased yearly, it did not seem likely that we should be able to make more 
than a relatively modest call on the Fund. The problem therefore was to consider, 
first, what was likely to happen to the level of Community prices after 1969; 
second, what could be done to alter the level of contribution to the Fund in order 
to make them fairer on the accession of a new member or members; and, third, 
to what extent the United Kingdom might be able to retain or have returned to 
her. a part of the levy proceeds in order to finance " structural " improvements 
to her domestic agricultural industry. 

In raising these points he wished to emphasise that we did not reject the 
Common Agricultural Policy. The problems which it raised could be met, 
provided that the other members of the Community accepted that, unless changes 
were made, the burden imposed on the United Kingdom as a new member would 
be so unfair as to be politically unmanageable. 

When Signor Fanfani asked why the United Kingdom had not accepted the 
Common Agricultural Policy at an earlier date, Mr. Brown replied that Mr. Wilson 
and he were not responsible for United Kingdom policy at that time. 

Mr. Brown then turned to the particular questions which had been raised. 

(1) How long a transitional period was envisaged ? 
The answer would be different according to the aspect of agricultural policy 

in question. The period might need to be of one length from the point of view 
of the increased cost of living, of another length as regards the impact on domestic 
agricultural policy and different again in relation to the consequences for our 
balance of payments. 

(2)	 Did adjustment to the policy require only transitional periods or did it require 
a modification to the Common Agricultural Policy ? 

He considered that the full statement he had just made had answered these 
questions adequately. 

(3)	 Could we wait until 1969 when the financial arrangements under the Common 
Agricultural Policy would have to be re-negotiated or could our needs be 
met during negotiations for entry now ? 

At this point, Signor Fanfani said that the revision envisaged in 1969 might 
affect only some, not all, of the problems in question. 

Mr. Brown said that nevertheless, these were likely to be the most important 
problems so far as we were concerned. In particular as regards the impact on 
our balance of payments it would be imprudent for us and unwise for the members 
of the Community not to try to get a clear understanding, now of the changes 
envisaged in 1969 when the present arrangements would fall to be re-negotiated. 
If mutual understanding could be reached in the present talks, it might be possible 
to leave certain problems for solution during the 1969 re-negotiations; but it 
would be foolish to leave the whole critical matter unsettled until then. 

(4)	 Did the United Kingdom seek only adjustment to the regulations made under 
the Treaty of Rome; or a special protocol; or amendments of the actual 
Treaty ? 

He understood that a new protocol would in any case be required on our 
accession; and this might be the most convenient way of settling matters. An 
amendment of the Treaty itself should not be necessary. 

(5) What effect would Commonwealth interests have on any negotiations ? 
He had already mentioned the particular issues arising in connection with 

Australia and Canada. The Commonwealth Sugar Agreement would raise 
another problem. It might be possible for some Commonwealth countries to 

considered for association with the Community, if Britain were to join, by 
analogy with the former French colonial territories in Africa. But New Zealand 
would continue to present the gravest obstacle, which could probably not be 
surmounted by transitional arrangements alone. 



(6) Free movement of labour 
We saw no fundamental difficulty under this head, provided that there was 

an adequate transitional period for orderly phasing-in of the free movement of 
workers in order to counter the difficulties which we were bound to meet over 
immigration from the Commonwealth. 

In conclusion, Mr. Brown expressed the view that all these problems could 
be faced and met without necessarily undermining the basis or disrupting the 
working of the Common Agricultural Policy. While there would certainly be 
domestic difficulties in the United Kingdom, these would be worth facing, We 
should welcome the advice of the Italian Government and the other members 
of the Community on how best to arrange our affairs in order to adjust to the 
Common Agricultural Policy; and we would ask that it should not be transformed 
into a barrier preventing our entry into the Community. 

Signor Moro said that he understood from Signor Fanfani that some of 
the matters which were rightly causing concern to the United Kingdom had in 
the past presented difficulties to the Italian Government. Since he and his 
colleagues had been invited to give advice on the basis of their experience, he 
thought it might be useful to outline the problems that had arisen and the solutions 
which had been found for them. 

Signor Fanfani then offered some comments on remarks made by Mr. Brown 
before calling upon Signor Guazzaroni to give a brief account of Italian experience 
in negotiations on the Common Agricultural Policy. 

As regards the effect on the prices and incomes policy of accepting the 
Common Agricultural Policy on its present basis, he suggested that it should 
be remembered that the present price levels within the Community represented 
the harmonisation of the various demands made by its members. It would 
therefore be likely to be a matter of substantial difficulty to meet the United 
Kingdom's request in full, since the present price levels were the result of a system 
of checks and balances which had involved lengthy and detailed discussions. 
Nevertheless, once a country had become a member of the Community, it dealt 
with the other members in a spirit of mutual co-operation and after the 
expenditure of great effort, agreement was somehow reached. It was important 
to remember this in relation to Mr. Brown's account of the changes in the 
structure of British agriculture which would be needed in order to adjust to the 
Community's policy. Italy understood the problems facing the United Kingdom 
and appreciated the reasons for the British request for varying transitional periods 
for adjustments to the Common Agricultural Policy. But the United Kingdom 
was perhaps two centuries ahead of Italy in the reform of agricultural land use; 
and Italy, with its greater area, had still many changes to make. Acceptance 
of the Community's agricultural policy had therefore required far greater 
adjustments by Italy than by other members of the Community. 

As regards the Guidance and Guarantee Fund, it was necessary to keep clearly 
in mind the purposes for which the Fund had beep created. The United Kingdom's 
deficiency payments system would have to be changed in order to conform with 
those objectives. The agricultural problems in connection with the Commonwealth 
in general and New Zealand in particular were probably less important now than 
they had been six or seven years earlier. In particular, butter and mutton would 
not interest Italy greatly, although they might raise more important issues for 
other member countries of the Community. 

The size of the levies on imported products was a substantial problem; and, if 
Italian experience proved anything, it was the solution would be very difficult 
to find. It was a great pity that the United Kingdom had been unable to 
participate in the critical discussions of July 1965. What the Community had 
endeavoured to do was to keep the policy in this field sufficiently flexible to enable 
under-developed areas to benefit without at the same time creating conditions 
which would make it impossible for them to make improvements. Italy had not 
been very successful in the 1965 negotiations; and he considered that the ratio of 
contributions to and benefits from the Fund would be one of the most difficult 
issues to face the United Kingdom. 

The question of modifying the United Kingdom agricultural structure should 
be less difficult, including the issues arising from the regional policies to which 



Mr Wilson had referred in the morning. But we should not allow ourselves to be 
too optimistic about the possibility of achieving lower price levels, since the Italian 
Government themselves had experienced some disappointment in this direction. 

Mr. Brown had referred to several factors which would affect adjustments 
to the Common Agricultural Policy in relation to the period of transition. He 
oreed with those views; but the question of the financing of agricultural policy 
was of prime importance, since the more intensively it was discussed, the more 
inevitably it raised questions of the balance of payments and related issues of 
monetary policy. It was therefore a matter to be treated with some care. 

What Mr. Brown had said about the timetable for adjusting to the Common 
Agricultural Policy was a clear indication of the seriousness of purpose with which 
the United Kingdom had begun their series of talks with the Governments of the 
Six. He had been convinced that the United Kingdom Government would not 
have embarked on their present course without considering all the consequences; 
and he was very glad to have this confirmation of his conviction. He had gained 
the impression that the talks had begun on a good basis and with a real sense of 
purpose. 

As regards the question of a special protocol this was envisaged in paragraph 2 
of Article 237 of the Treaty of Rome, which covered the admission of new members 
to the Community. 

The question of relations with the Commonwealth was one which appeared 
capable of solution on the analogy of the arrangements which had been made for 
the former French colonies in Africa and the successful negotiations which had 
been undertaken by Nigeria for associate membership. 

So far as social policies and mobility of labour were concerned, the Italian 
Government were satisfied with what Mr. Wilson and Mr. Brown had said. 

In conclusion he felt that he was expressing the views of his colleagues when 
he said that in raising with Mr. Wilson and Mr. Brown the various issues that had 
been mentioned their aim was not to discourage their British colleagues but to 
make them aware of likely problems. The Italian Government had experienced 
problems themselves and hoped to assist the United Kingdom in preparing 
themselves psychologically for the rest of their visits to the capitals of the Six. If 
there were questions which Mr. Wilson and Mr. Brown now wished to address to 
the Italian Government, they would be happy to try to answer them. 

a

Common Agricultural Policy: The Guidance and Guarantee Fund 
Mr. Wilson said that he wished to ask one purely factual question. One of 

the main purposes of the Guidance and Guarantee Fund was to subsidise exports; 
but the Fund was also used to make grants to assist structural improvement. Was 
there any restriction on the availability of such grants? For example, if Italy 
wished to undertake a new planting programme in an agriculturally backward 
area or wished to improve a strain of livestock or develop land reclamation or 
drainage, could grants be made available for such schemes if they were particularly 
associated with regional development? Would it be possible by analogy to apply 
for grants for similar purposes in, e.g., Scotland or Wales where there was more 
land in need of development than in the rest of the United Kingdom? 

Signor Fanfani said that it was possible to apply for grants for such purposes 
within certain limits. A country making a request for such assistance had to 
provide a definite development plan and to contribute itself towards the cost of the 
improvements, as well as receiving contributions from the Fund. The percentages 
varied between 25 and 35 in such cases. 

Mr. Wilson said that, while he did not want to go into the detail of percentages, 
he would like to know whether it would be possible to apply for assistance as part 
of a development plan, the effect of which would be to safeguard the inhabitants 
of a depressed area from having to leave agricultural employment and to move to 
another part of the country to seek industrial employment. Were there any rules 
to prevent the recovery from the Fund of an appropriate percentage for purposes 
of this kind? ' 

Signor Fanfani explained that finance could be made available for industrial 
re-training in a case where workers moved from one activity to another, whether 
l  n agricultural or manufacturing industry. But the new employment had, on the 



whole, to be of a higher or more developed character than the old; and he was not 
sure whether the rules permitted the use of the Fund merely to enable workers to 
continue in the same employment, e.g., in the case of agricultural workers in 
depressed areas to protect them from the need to transfer to more productive 
employment elsewhere. 

Common Agricultural Policy: Italy's experience 
Signor Moro then asked Signor Guazzaroni to give a brief account of the 

negotiations involved in establishing the Common Agricultural Policy, a matter 
with which he had been associated for over 10 years. 

Signor Guazzaroni said that a brief account of the negotiations relating to the 
Common Agricultural Policy would demonstrate that Italy had experienced much 
the same difficulties as those which would now confront the United Kingdom if 
she decided to apply for membership of the Community. The Common 
Agricultural Policy reflected certain contradictions inherent in the Treaty of Rome. 
Thus, Article 39 of the Treaty emphasised the importance of stabilising markets 
and ensuring a fair standard of living for the agricultural community, whereas 
Article 110 was concerned with the need to abolish restrictions on international 
trade. Other examples of contradictions were the fact that Germany favoured 
low priced imports but asked for the highest grain prices. Italy herself wanted 
high cereal prices for social reasons but sought low prices for feedingstuffs. The 
Common Agricultural Policy had therefore been achieved only by compromise 
and by efforts to reconcile different, and even conflicting, interests. The Treaty 
of Rome laid down that for certain products marketing organisations should be 
set up. These were designed to ensure specialisation and higher incomes for 
farmers based on single commodity prices combined with a common external 
tariff designed to give protection against imports from outside the Community. 
Because of the need to reconcile the economies of the various member countries 
prices were at present admittedly rather high. There was provision for an annual 
review of cereals prices starting in July 1967 and of other prices (for example 
olive oil) from July 1968. But it would be liable to be difficult to secure any more 
extensive arrangements for price reviews because of the difficulty of satisfying 
the interests of the various members of the Community. These had not proved 
easy to reconcile. 

As regards the financial regulations of the Common Agricultural Policy, these 
had occupied a month and a half of day and night consultations in 1962, during 
which conflicting interests had soon become apparent and the Italian Government 
had had to express their concern in much the same way as the United Kingdom 
Government were now expressing theirs. 

As the financial regulations had originally been envisaged the proceeds of the 
levies were to be paid over to the Commission at the end of the transitional period 
and payments out of the Fund were to be confined to the subsidisation of 
agricultural export from the Community to third countries. This arrangement 
would have been in accordance with French policy in so far as it would have 
reflected the concept that the levies should represent an additional source of 
revenue for the member States and that the extent to which they benefited from it 
should depend on the degree to which they co-operated in implementing the new 
Common Agricultural Policy or, alternatively, continued import products from 
third countries in a manner which was not in the interests of the Community. 
The Italian Government, however, had not been in agreement with this proposal 
because it would have run counter to their efforts to raise the standard of living. 
They had therefore insisted that, in addition to subsidising exports, the Fund 
should also be used to some extent for effecting structural agricultural improvements 
within the Community. As a result the Fund was used partly for subsidising 
exports and partly (to the extent of about one-third) for structural amelioration. 
It had been decided that for the transitional period up to 1969 the amount devoted 
to structural amelioration should not exceed 280 million units of account (dollars). 
The Italian Government had agreed to accept this arrangement because of their 
desire to achieve a political objective, although they realised that economically 
and agriculturally it did not fully serve their interests. Indeed, during the first 
three years of the Common Agricultural Policy Italy had paid out more to the Fund 
than she had received from it; and in order to establish equilibrium the Italian 
Government had sought and obtained a reduction in their budgetary contribution. 



As regards Mr. Brown's suggestion that it was necessary to be satisfied about 
thefinancial regulations after the end of 1969, he wished to underline two aspects 
of the problem, one positive and one negative. The positive aspect was as follows 
when the possibility arose of making over the levies to the Fund, as was envisaged 
in the transitional period, reference had also been made to making over the 
proceeds from the Common External Tariff. These joint proceeds taken together 
would be so enormous (more than $3,000 million) that consideration had been 
given to restoring to member countries any surplus not needed to finance the 
Common Agricultural Policy. The negative aspect was that this situation involved 
the resources of the Community itself (as distinct from those of the member States), 
and this had raised the problem of democratic control over the Commission^ use 
of these resources and so of elections to a European Parliament which would 
oversee the very wide economic authority of the Commission. 

At this point Mr. Wilson said that, while he would welcome further discussion 
on the Common Agricultural Policy, it might be appropriate to adjourn the 
discussions until the following morning. At that point the discussions might also 
deal with the movement of capital and the question of regional development. 

Signor Moro suggested that the discussions should be resumed at 10 a.m the 
following morning; and that the Press might be told, in answer to enquiries, that 
the two sides had been discussing agricultural problems, without, however, being 
given any details of the course of the discussions. 

This was agreed and the meeting adjourned at 6.45 p.m. 

RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND THE 
FOREIGN SECRETARY AND THE ITALIAN PRIME MINISTER AT 
PALAZZO CHIGI, ROME, ON 17th JANUARY, 1967, AT 10 a.m. 

Present: 

The Right Hon. Harold Wilson, M p On. Prof. Aldo Moro 

The Right Hon. George Brown, M p On. Prof. Amintore Fanfani 

Sir Burke Trend Amb. Egidio Ortona 

Sir Con 0'Neill Amb. Giovanni Vicenzo Soro 

Sir Evelyn Shuckburgh Min. Roberto Gaja 

Mr. W. A. Nield Min. Cesidio Guazzaroni 

Mr. A. N. Halls Cslr. Walter Gardini 

Mr. A. M. Palliser Dott. Corrado Guerzoni 

Mr. T. Lloyd-Hughes Amb. Gastone Guidotti 

Mr. C. M. MacLehose Cslr. Vieri Traxler 

Mr. D. J. D. Maitland Dott. Gianfranco Pompei 

Mr. N. Statham Min. Carlo Marchiori 

Mr. W. K. Reid 


Interpreter (Mr. Lawrence) 


Signor Moro recalled that on the previous day the discussion had centred on 
adjustments of the Treaty of Rome and on the Common Agricultural Policy, tie 
invited Mr. Wilson to say what other issues he wished to discuss. 

Mr. Wilson agreed that a lot of ground had been covered in the discussions on 
16th January and that these had dealt effectively with a number of problems. He 
considered that after the helpful and exhaustive account of the development ot 
the common agricultural policy it would be useful if Mr. Brown drew together our 
conclusions. Capital movements and regional problems might then be discussed. 
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Common Agricultural Policy 
Mr. Brown said that the previous day's discussion had shown that there was 

clear understanding between the two Governments about the problems which woul 
fall to be dealt with in relation to agricultural policy if the United Kingdom accede 
to the Treaty of Rome. He was encouraged by the sympathetic understanding 
manifested by his Italian colleagues. The United Kingdom did not reject the 
common agricultural policy; nor did she maintain that her own agricultural polic 
could not be adjusted to it. For their part the Italian Government understood tha 
there were areas of difficulty which would have to be faced; and he thought it 
be convenient to restate them. 

(1) Our internal cost of living would be affected by the increase in our food 
prices. This was the least of the areas of difficulty; but it was still an importan 
because of our attempt to stabilise our own prices and incomes. 

(2) The pattern of prices in the Community would have a distorting effect
 
our pattern of agricultural production. Great efforts would be required to solve 

this problem which would call for consideration of the extent to which we could 

use some of the levy payments for the purpose of reshaping our agriculture. 


(3) The problem of the effect on Commonwealth food trade of the common 

agricultural policy did not appear to be insuperable; but he wished to re-emphasis

our concern for New Zealand for which we had particular responsibility. He 

hoped that it would be agreed that something more than transitional arrangement

would be needed to cope with New Zealand's problems. This could possibly be 

done by a multilateral arrangement analogous to the informal butter agreement w
 
already had. 


(4) The effect on our balance of payments of the higher prices of imported
 
and of our contributions to the Guarantee Fund would be the most important of 

the problems; and the substantial amounts which would fall to be paid by us 

across the exchanges if the present arrangements for levy payments were not 

changed would have very serious consequences for us. When Signor Fanfani had 

mentioned afigure the previous day of £200 million this had appeared to be an 

under-estimate. Further examination of the problem confirmed that our payments 

would probably be in excess of £200 million. When we joined the Common 

Market, we would substantially increase its size and thus the interests of its presen
 
members. It was therefore not unreasonable to ask the member States to conside
 
how, within a larger Community, our interests and those of the present members 

might be reconciled. This was not a matter—as was sometimes suggested in other 

quarters—of asking the existing members to alter the structure of the Community

We merely asked that what had been done already for the Six should be done for 

new members of the Community—in other words to make such modifications ao 

might be needed to take care of the interests of the acceding members. The 

existing members of the Community had taken account of their own interests in 

the earlier negotiations; it was not unreasonable to ask them to take account o
 
interests now. 


Signor Moro said that he had noted which issues were considered important 
and where adjustments were likely to be needed under the Treaty of Rome. His 
British friends now understood the difficulties with which the Italian Government 
had been faced and had heard an account of Italian experience in surmounting 
various problems. The Italian Government knew what the essential British 
interests were and hoped they would be taken into account, if and when 
negotiations for accession took place. Mr. Brown had mentioned adjustments which 
had been made in the past and had suggested that similar adjustments would 
now be required to meet Britain's position. The Italian Government agreed that 
adjustments were required both because their interests were similar to those of 
the United Kingdom and because they favoured United Kingdom accession for 
political reasons. But it was essential to be realistic. He was sure that Mr. 
Wilson and Mr. Brown would approach the problem of accession realistically-
They wouldfind that they would receive different treatment in each of the countrie 
of the Six they listed. The Italian attitude was a very open one; but other membe 
countries for various political reasons might express different shades of view. 
It was only realistic for Mr. Wilson and Mr. Brown to bear this in mind in thei 
further travels. He noted that it had been suggested by Mr. Brown that the Six 
and the United Kingdom should draw nearer together in thefinal negotiations in 



the Kennedy Round and that the United Kingdom had tabled more generous 
offers than had the European Economic Community. The suggestion that experts 
should discuss these matters together was a delicate matter which he would prefer 
Signor Fanfani to deal with. 

Signor Fanfani said that, if certain special problems could be adequately 
solved, they could contribute favourably to the success of the negotiations, which 
he hoped would take place. Certain conditions would have to be fulfilled if the 
wishes shared by the United Kingdom and Italian Governments were to become 
a reality. He found it entirely natural that the United Kingdom should state the 
difficulties she foresaw as she approached each of the members of the Community. 
No doubt the United Kingdom would take advantage of their soundings to find 
out the individual difficulties which each of the countries of the Six foresaw in 
receiving the United Kingdom into the Community. If these difficulties were to 
be overcome, they must be clearly understood. It was not for him to suggest 
what difficulties other countries would mention, since he was not briefed to speak 
on matters which were the concern of the other members. 

On the previous day there had been a discussion of certain concrete 
requirements which would have a psychological importance in negotiations for 
entry into the Community. He noted that the United Kingdom Government were 
prepared to take account of the implications for manpower and mobility of 
labour. He need not therefore stress how important such problems were to the 
Italian Government, although the question of manpower might become somewhat 
less important because of certain developments taking place in Italy. 

While he would not mention the details of what had been termed " the battle 
of the oranges ", Italy had to safeguard her interests in fruit and vegetables. It 
would be wrong to upset the present balance of interests of the Six (which had 
been achieved only after considerable negotiation) in order to accommodate the 
United Kingdom's entry. On the previous day Mr. Brown had mentioned the 
position of farmers in his own constituency. The Italian Minister of Agriculture, 
who was a Sicilian, would be present at any negotiations for entry and would 
certainly re-state the Italian Government^ difficulties at that stage, especially since 
there was no intention of adding to the United Kingdom's problems after 
negotiations had taken place. 

The problem of fruit and vegetables had been discussed in the previous 
negotiations in 1962. He had been reminded that the Italians had not been entirely 
satisfied with the outcome at that time. He mentioned this not with any intention 
of raking over the old ground again but merely in order to remind the United 
Kingdom of the attitude of Italy in future negotiations. The United Kingdom 
Government should consider carefully the agreement reached by the Six as regards 
certain areas and zones, since it provided certain opportunities which they might 
investigate and exploit in the interests of those areas in the United Kingdom which 
might be adversely affected. 

The previous day a reference had been made to happy co-operation between 
Italian patriots and the British during the 19th century. It he might echo a 19th 
century saying, he did not remain insensitive to the cry of pain uttered by Mr. 
Brown on the subject of the prospective additional charge of £200 million on the 
British balance of payments. The Italians knew from their own experience what 
expenditure was involved in contributions to the Guarantee Fund. The United 
Kingdom had made some calculations of the sums involved; so had the Italian 
Government. Although they were not in possession of all the facts, they considered 
that it might be possible for the British Government to obtain some compensation 
for their payments to the Fund in savings on deficiency payments to British farmers. 

Mr. Brown interjected that, while the domestic agricultural policy of the United 
Kingdom would be changed in such a way as to transfer agricultural support 
costs from deficiency payments paid out of the Exchequer to payments made by 
the consumers, that would not offset the extra charge on the balance of payments. 

Signor Fanfani said that he realised this. But it was necessary to think of a 
new equilibrium within the economy as a whole; and Italy's own experience 
confirmed that the determining consideration must be the overall balance of 
advantage in terms of resources. Italy had been the guinea-pig in operating the 
Guarantee Fund and to use a medical metaphor, whereas wounds might be 
inflicted by the Common Agricultural Policy, there was a salve to be found for 



them. The Fund was very much a matter of give and take among the members of 
the Community. 

Finally, with a view to widening the membership of the Community, he 
suggested that a way should be sought of finding such adjustments of time and 
such transitional periods as might be necessary to cover the agricultural problems 
of the Commonwealth and, in particular, of New Zealand. Although New 
Zealand certainly presented a special case, he hoped that it could be dealt with. 
In mentioning these problems, he was inspired not by pessimism but by realism. 
The problems he had mentioned could be solved; and he thought it possible for 
the United Kingdom to become a member of the Community. 

Mr. Wilson suggested that the discussion of agricultural matters might now 
end. But he assured Signor Fanfani that we had made the calculations which 
he had mentioned. Our conception of the Common Market went beyond mere 
calculations, although we had obviously to balance the gains and losses which 
we would experience under the Common Agricultural Policy. Signor Fanfani 
had mentioned the use of salves; but it was essential to get the right salve for 
the right wound. A salve for a sore foot was not of much value if the wound 
was in the jugular vein. 

Capital movements 
Turning to capital movements, Mr. Wilson said that his Government had 

attempted to evaluate the effect of joining the Community on capital movements 
which were likely to occupy an important place in the negotiations. The 
distinction inside the Community between direct investment and portfolio 
investment had a particular bearing on the United Kingdom's problem. Given 
an adequate period of adjustment, we wanted our businessmen to be able to 
invest in the Community and the Community's businessmen to be able to invest 
in the United Kingdom. Indeed, this was an essential corollary of technological 
co-operation. But the question of portfolio investment was a separate matter, 
which affected Britain rather differently from the other members of the Community. 
We were traditionally a major capital market, which currently enforced a fairly 
strict control over portfolio investment. But the liberalisation of such investment 
as prescribed within the Community, would be liable to expose Britain to the 
risk of a capital drain via the Community to third countries, not excluding the 
United States. Whereas we could see advantage in using our capital for 
developing the industries of Europe, it was less clear that it would be in our 
interests to provide capital by portfolio investment in Europe which might then 
be used to finance the growth of American industry through the purchase of 
dollar securities. It was possible that his own lack of enthusiasm for the 
development by British capital of United States industry might be shared in one 
or two other capitals of the Community. He would rather see British and 
Community capital and technology pooled in order to develop, e.g., a strong 
European computer industry than have our capital flowing through portfolio 
investment via the Community to the United States and being used to build up 
the United States computer industry which might then dominate that of the 
Community. This was a problem for technical experts to examine if and when 
we embarked on negotiations for entry into the Community—on the basis of 
the necessary distinction between direct and portfolio investment which he had 
outlined. 

Signor Fanfani then suggested that Signor Ortona might say something at 
this stage, since he had consulted Signor Colombo, the Italian Minister of the 
Treasury, and had both political and technical knowledge of the subject. 

Signor Ortona said that the relevant Community Directives distinguished 
between portfolio and direct investment but did not deal fully with the exchange 
control implications. Under Articles 63 and 74, the Treaty of Rome provided 
ultimately for the complete mobility of capital. But in the same Articles were 
contained certain reservations which had led to moderate control of both portfolio 
and direct investment. Since no definitive regulations had yet been approved, 
it was all the more useful to know at this stage the views of the United Kingdom. 
The members of the Community were naturally concerned to take account of the 
United KingdonVs monetary position, since, over the next two or three years
there would presumably have to be continuing co-operation between the United 



Kingdom and those Governments in support of sterling. He could therefore 
say on behalf of the Italian Minister of the Treasury, that very sympathetic 
consideration would be given to the United Kingdom's proposals in this field. 
Moreover, while the need for co-operation in the short-term was understood, the 
Italian Governments experts considered the long-term prospects for sterling to 
be more favourable. If, as they hoped, negotiations took place for the United 
Kingdonfs entry to the Community, the Italian Government would await a 
statement of our requirements. He considered that the way in which Mr. Wilson 
had approached the matter was the correct one and would prevent certain 
countries from trying to turn the investment argument against Britain and to 
use it as a reason for opposing British entry to the Community on the ground 
that the United Kingdom was asking for exceptional treatment in this respect. 
Italy was ready to co-operate over the details of our proposals on the 
understanding that the Community would probably have made definitive 
regulations by the date of Britain's entry. 

Mr. Wilson asked whether that meant that the definitive regulations would 
have been concluded before our negotiations began. 

Signor Ortona said that a lot of work had been done in preparation for 
drawing up the regulations and it was possible that the work would be concluded 
before British entry. But he could not be definite at the moment; it might be 
before or after. 

Mr. Wilson said that the situation was in some respects akin to the situation 
in relation to EURATOM as Signor Fanfani had described it the previous day. 
It was important that we should understand each others' problems in this as in 
other matters. 

Mr. Wilson said that it might follow that, in the event of British entry into 
the Community, or even perhaps independently of it, a useful subject for study 
might be the question of restrictions on Community portfolio investment in third 
countries. He thought that the present system might lead, to use a medical 
metaphor, to a permanent bleeding in that we might all be unnecessarily financing 
the economic development of rich countries. 

The problem was difficult to assess at this stage until it was finally known, 
for instance, what the Swiss attitude to association with the Community might be. 
Switzerland, a world capital market, could in this respect be a considerable force 
for good or ill. 

Mr. Wilson added that while the broader questions of monetary policy were 
also proper for discussion in the EEC it was of course right that they should be 
discussed in a wider context—e.g., at the forthcoming meeting between the 
Chancellor of the Exchequer and certain other finance Ministers (including Signor 
Colombo and the Secretary of the United States Treasury) and in the continuing 
discussions between the Group of Ten and the IMF. 

Signor Fanfani said that he found Mr. Wilson's remarks of great interest, for 
two reasons. Mr. Wilson had put his finger on the problem of financing rich 
countries at the possible expense of lesser developed countries. The Italians were 
also interested because of the position of Milan which had greatly developed as 
a centre of capital movement. 

Mr. Wilson concluded that there was a good prospect of Community and 
British positions being close together on this question. 

Regional policies 
Mr. Wilson then turned to the question of regional policies. The Italians had 

10 years' experience within the EEC and he would be grateful to hear something 
of it. Our own development areas were largely industrial, not agricultural in 
nature, though there were some relatively depressed farming areas also. He would 
ask Mr. Brown to set out the questions on which we sought information. 

Mr. Brown said that there were two major economic areas in which we had 
been able to make great use of Italian experience. They were those of regional 
policy and industrial reorganisation as exemplified in Italy by the operations of 
IRI. When Secretary of State for Economic Affairs he had himself visited Rome 
and, following discussions with Italian Ministers had been able to import a good 



deal of Italian experience into our own development policy and the IRC. He 
wanted to enquire what the effects of Community membership had been on Italian 
handling of these regional questions. In the United Kingdom we had more than 
one problem. There were regions based on old-style heavy industry, which were 
declining relatively and needed to be refashioned. There were other areas where 
the agricultural pattern needed changing to prevent de-population. And, finally, 
as in other countries, there was an enormous " pull " of activity and population 
towards a " rich triangle ", which in our case was in the South East. When we 
joined the Community the third of these problems would be accentuated' 
communications and other factors would increase the attraction of the South East 
for industry. 

We employed a number of measures to counteract this situation. The positive 
inducements which we offered should, he thought, cause no trouble to the 
Community since they should be valid under their rules. But we also had one 
negative control to serve as a backing for the positive inducements. This was our 
ability to refuse industrial development certificates—the right to set up a new 
business or expand an existing one—in over-developed areas. It was important to 
know whether, after entry, we could maintain such a negative control, which was 
a strong part of our present armoury. If and when we joined the Community, 
however, a particular problem might arise from industry's ability to circumvent 
the negative control by moving to other countries. He raised these questions not 
to suggest that they were obstacles to our joining the Community but to enquire 
what Italian experience might have been in these or similar respects. 

Signor Fanfani said that it was one of the fundamental requirements of the 
Community to harmonise the development of its different parts and different 
countries. The Community therefore sought to eliminate the existence of 
relatively backward areas both in the industrial and agricultural field; and they 
supported retraining of labour forces for this purpose. Until very recently the 
Community had set its face against direct subsidisation of agriculture; the general 
feeling was that agriculture should be made competitive. He mentioned an 
exception made in the case of olive oil because it had some relation to the question 
of deficiency payments made to British farmers. But he stressed that this was an 
exception. It remained the Community's intention and purpose to consider and 
deal with the question of individual regions and sectors within the Community 
in the light of the general intention that they should not constitute parasitical 
elements within the Community. An outstanding example was the Italian 
shipbuilding industry. This had been not only an economic but a political and 
electoral question. 10,000 blank votes had been cast in Trieste in the last election 
because of the measures they had had to take. But, faced with a virtual ultimatum 
from the Community to eliminate non-profit-making shipyards they were carrying 
through a four-year reorganisation plan. As a result Leghorn had virtually lost 
its shipyards; La Spezia was going the same way; there was reduced activity at 
Genoa and concentration in Monfalconi. There had been some delay and 
postponement of this programme; and there would be a law permitting some 
temporary support. But it would be only temporary. Other examples were 
reorganisations in the coal mines at Carbona and the question of the Sicilian 
sulphur mines. The Community did not catch up with everything that was 
happening within its borders. But their policy was opposed to the continued 
existence of depressed areas and sought to promote the elimination of dead wood 
wherever possible. 

But there was also a positive aspect in Community action. They took action 
needed to bring about changes both in the agricultural and industrial fields. He 
had mentioned yesterday the loans made from the Community Guidance Fund 
to assist structural alteration in agriculture. In the industrial field the Community 
intervened in the question of industrial polarisation. The Community had made 
investigations on the subject in the Italian south (at Brindisi, Bari, etc.) and was 
trying to support the development of these areas. He had already mentioned the 
EEC policy of retraining to deal with unemployment and to facilitate movement 
of labour from one country to another. He should also mention the operations 
of the European Investment Bank, the use of whose funds followed a prior 
determination of the possibility for development. The Investment Bank was open 
not only to the Six but to associated countries such as Greece and Turkey. 



Mr. Wilson enquired to what extent the regional development policies of the 
Italian Government were ruled out or circumscribed by the Community. He 
mentioned that in the United Kingdom there was a differential system of investment 
grants for development areas, justified on purely regional grounds. 

Signor Fanfani said it was the general rule that incentives were excluded; 
but it was not difficult to justify exceptions. The Community did not intervene 
surgically but hoped to achieve gradual change from one situation to another. He 
quoted the prohibition on State aids in Article 92 (1) of the Treaty of Rome; but 
there were several exceptions provided for by Articles 92 (2) and 92 (3)—in 
particular the Italian Southern Development Fund was compatible with Article 
92(3) which provided for aid for the economic development of regions where 
there was serious poverty or under-employment. 

Mr. Brown said he thought that Article 92 (3) (a), (b) and (c) covered the 
positive measures undertaken in the United Kingdom but he wondered what the 
situation would be as regards our negative control. Could the Italians say whether 
they had any experience in these questions? Mr. Wilson said he took it that, 
e.g, measures to discourage investment in Birmingham would be acceptable under 
the Treaty if there was no discrimination on national grounds. But was it the 
case that controls of this sort designed to achieve balance within an economy 
would be compatible with the Treaty? 

Signor Moro replied that logic suggested that measures of this kind would 
be compatible with the Treaty. But Italy had no experience of the question, since 
they had no disincentives of their own. Signor Fanfani added that the Italian 
Constitution limited the Italian Government to taking positive action. 

Conclusion 
Mr. Wilson then summed up. He thanked the Italian Ministers for giving 

their time and said he was much encouraged by the discussion which had taken 
place. He thought that the problems which we saw could be overcome by such 
means as those which had been examined on the previous day either after our entry 
or by goodwill and co-operation on both sides during the negotiations preceding it. 
There was a general feeling on both sides that those negotiations, if we undertook 
them, should be fairly short and should concentrate mainly on a relatively small 
number of major issues, so as to avoid the risk of getting bogged down in detail. 
Finally it would be seen that some problems—such as our attitude to the Treaty 
of Rome and some other questions—which outside commentators had thought 
would divide Britain from the Community were not likely to do so; the big 
outstanding problem was the operation of the Common Agricultural Policy, 
particularly so far as its financial provisions were concerned. The Community 
regulations had been drawn up for countries which as a whole were food exporters; 
and this fact must inevitably create a serious problem for a country which, like the 
United Kingdom, was a food importer on a large scale. The maximum ingenuity 
and goodwill would be needed to solve this problem. 

Signor Moro thanked Mr. Wilson and Mr. Brown for the friendly and 
constructive conversations, conducted with great frankness and cordiality. He 
thought it had been possible to subject the problems involved in British entry to 
a realistic examination. He concluded that many were easy to solve, that others 
were more difficult, but that none were insuperable. His hope and trust were 
that the way was open for further progress. He confirmed the great political 
importance which the Italian Government attached to British membership of a 
Community which provided the basis for a potentially united Europe. They 
would do all they could to facilitate British entry. 

A Press statement was agreed. 



RECORDS OF CONVERSATIONS IN PARIS 


RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND THE 
FOREIGN SECRETARY AND THE PRESIDENT OF FRANCE AND 
THE FRENCH FOREIGN MINISTER AT THE ELYSEE PALACE IN 
PARIS ON TUESDAY. 24th JANUARY, 1967, AT 10 a.m. 

Present: 
The Right Hon. Harold Wilson, M P General de Gaulle 
The Right Hon. George Brown, M  P M. Couve de Murville 
Mr. A. M. Palliser M. Andronikov 

Background to the United Kingdom initiative 
After General de Gaulle had welcomed the Prime Minister, he assented to 

Mr. Wilson's suggestion that it might be useful if he set out quite fully the purposes 
and intentions of the British initiative towards Europe. 

The Prime Minister said that, as he had told the House of Commons on 
10th November, Her Majesty's Government had decided on a new high level 
approach in which they would be meeting the Heads of Government of the member 
countries of EEC to see whether the conditions existed-—or did not exist—for 
negotiations about possible British entry into the Community. After these six 
visits were over the British Government would decide whether or not to activate the 
arrangements for negotiating for entry and the timing of such negotiations. 

The Prime Minister wished General de Gaulle to understand that, as he had 
said in his original statement, " we are approaching these discussions with the clear 
intention and determination to enter the Community if, as we hope, our essential 
British and Commonwealth interests can be safeguarded. We mean business." 

As the French President knew, the Prime Minister had asked that a copy of 
his speech the previous day in Strasbourg should be conveyed before delivery to 
General de Gaulle. He would not, therefore, cover the same ground. 

The Prime Minister said that there were five main points about the British 
approach to Europe: 

(1) The Treaty of Rome. Her Majesty's Government believed that this need 
not be an obstacle provided that their problems could be dealt with satisfactorily, 
whether through adaptations of the arrangements made under the Treaty or in 
any other acceptable manner. Her Majesty's Government were therefore prepared 
to accept the Treaty. 

(2) If the negotiations resulted in Her Majesty's Governments entry, they 
would fully carry out all the obligations they would assume on entering the 
Community. 

(3) In addition to carrying out all the obligations entailed by membership of 
the Community, Her Majesty's Government wanted to go further. They would 
hope to strengthen the Community by what they could contribute, not only in the 
development of existing arrangements for co-operation under the Treaty, but also 
hy doing anything further in their power to develop much closer co-operation, for 
example, in the field of European technology. 

(4) Her Majesty's Government did not see British entry, therefore, as in any 
way likely to weaken the Community: they believed that it would strengthen it. 
And that was what they meant to see that their entry achieved. 



(5) Her Majesty's Government further believed that, from now on, not only i
these six visits but still more in the subsequent negotiations if these proved possible 

n 

they should concentrate on the big issues raised by the question of their entry, both 
those within the Treaty of Rome and existing arrangements under it, and other 
issues which, though not related directly to the Treaty or indeed to decisions taken 
under the Treaty, might be regarded by any member of the Community as being 
raised by their entry. Many of the detailed issues could best be settled after British 
entry through the usual processes and working arrangements which the Six 
countries had developed over the past 10 years. Moreover many of these issues, 
the discussion of which had taken so much time during the previous negotiation, 
had changed-some of them fundamentally-since then. 

Indeed, the passage of time had frankly made some of the problems a good 
deal easier for Her Majesty's Government. In the very full study they had made of 
the whole question before the Prime Ministers announcement to Parliament in 
November, they had given their attention not only to the actual provisions of the 
Treaty of Rome, but, no less, to the actual way in which it was working. Her 
Majesty's Government were conscious of the problems vitally affecting their national 
interests, as other members of the Six had been throughout. They were impressed 
by the way in which—whatever the pressures for a legalistic approach-there had 
been a growing spirit of realism in the actual operation of the Community and 
much more desire to treat it as a living and growing organism-reflecting the needs 
and interests of its members-rather than as the formalistic and rigid institution 
which some people had hoped it would become, and other people-including the 
British-had feared it might become. They had studied with interest, for example, 
the issues which had come to a head and the way those issues had been resolved 
the previous year at the Luxembourg meeting. 

United Kingdom economic situation 
Her Majesty's Government knew that the entry of a country like Britain raised 

big problems—for France as well as for other members of the Community; but 
some of the Press comment on this in several countries had been a little beside the 
point. There had been widespread concern about Britain's economic position. He 
was glad to say that this was now very much stronger than before. But there had 
been two major changes in the British situation over the past two years. First, 
politically. When the Labour Government came to power in 1964 they had a tiny 
majority which could have been imperilled at any time by a few deaths or accidents 
to individual members. But now they had a very substantial majority and the 
country could look forward to a long period of firm and stable government. This 
would certainly continue for the next four years and he was confident that it would 
last well beyond that. Indeed certain commentators talked of Labour rule for the 
next 10 to 15 years. He thought that many of their allies and partners, whether in 
the Six Common Market countries or in EFTA, Would like to enjoy the political 
stability now enjoyed by France and Britain, but by few other countries in the 
world. 

Secondly, there had been an equally marked change in the British economic 
situation. Two years earlier the Labour Government had inherited a balance 
of payments deficit running at an annual rate of £800 million and a big trading 
deficit as well. But the payments deficit had now already been cut to a fraction 
of the one the Government had inherited. They should be in balance in the 
present year—and indeed moving into surplus. There was a similar situation in 
the trading position which could most effectively be illustrated by comparison 
of the situation in the past three years. In 1964 we had an average monthly 
trading deficit of £45 million, in 1965 this had been cut to £23 million and in 1966 
reduced again to £12 million. Indeed, in the past three months Britain had been 
running a trade surplus such as had rarely been seen in our history. 

Many of the difficulties we had had—for example the weakness of sterling, 
where the French Government and the Bank of France as well as other countries 
had given valuable assistance—were the direct result of the fact that Her Majesty s 
Government had not been paying their way abroad. But now they were: and 
they intended to keep it that way. 
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where the French Government and the Bank of France as well as other countries 
had given valuable assistance—were the direct result of the fact that Her Majesty s 
Government had not been paying their way abroad. But now they were: and 
they intended to keep it that way. 



The Prime Minister recalled that at their last meeting he and General 
j  Gaulle had recognised that they disagreed about certain things but agreed e

about many others; and in particular they were agreed on the need, in a very 
real sense of the word, to achieve independence for their countries of a kind 
that was impossible if they were not paying their way. That had been Her 
Majesty's Governments first objective—all other considerations had been 
subordinated to it and some very tough and unpopular measures had been 
necessary to achieve it. 

All the monetary and financial problems—including those which he knew 
were in the GeneraFs mind—fell into a very different perspective once Britain 
had a balance of payments surplus, compared with a debilitating deficit. And 
they took on a different aspect as well, when looked at from the point of view 
of a country such as Britain which was determined to stand on its own feet 
economically and be neither dependent nor a drag on any others. Of course 
there were problems, financial and monetary, and they were ready to discuss 
them with France and with her colleagues in the Community. The Prime 
Minister said he had been into this very deeply. He did not believe there was 
a problem here that could not be solved. 

As regards national economic problems, the Prime Minister recalled that 
France had been facing these problems too and General de Gaulle had dealt 
with them. In fact they were still unsolved when France had signed the Treaty 
of Rome and very tough, stern action had had to be taken shortly afterwards. 
General de Gaulle had inherited, as the world knew, a problem of internal 
inflation and a problem of an over-valued currency at that time. Britain for her 
part had internal problems to tackle and had tackled them. The Prime Minister 
said that in his statement in the House he had insisted that Britain's economy 
must be strong—as Her Majesty's Government were making it strong—before 
entry into the Community and that the pound sterling should be standing no less 
firm and high than it was on that day. The pound was now standing firm and 
high. Britain's balance of payments was strong; sterling was strong. Britain 
was fully competitive in world markets—in some of the toughest of these she had 
increased her exports by some 25 per cent per annum over the years. 

The Prime Minister said that two years earlier he had told General de Gaulle 
that his aim was to ensure the integrity and independence of British industry 
from the outside domination that inevitably resulted from dependence on others for 
the technological processes that determined future industrial advance. He had 
told the General that the Governments first action had been to prevent a 
takeover of the British computer industry by the Americans. These had been 
brave words; but they had meant what was said and had now achieved a viable 
computer industry. Not only had an American takeover in,this field thus been 
prevented but the British computer industry was now going into the European 
market in competition with that of the United States. But these problems could 
only be solved, as the Prime Minister had always argued, on the basis of a larger; 
market than that in a single country with 50 million; or indeed in any other 
European country. 

Technology 
Two years earlier the Prime Minister had told the General of his hopes that 

Britain and France could work together, not only for Britain and France but 
for Europe as a whole, if they were to achieve a strong and independent industrial 
structure in Europe. Much useful work had since been done in the aircraft 
field and in civil technology. He emphasised that, if we did not make this 
co-operative effort, however much we built up our military defences in Europe, 
all this would be barring the front door and leaving the back door open. 
Industrial independence was the pre-requisite of political and, even more, of 
military independence. Both France and Britain had to pay the price of not 
building up that rugged industrial independence which could make them proof 
against humiliating industrial takeovers. 

Problems of United Kingdom entry 
Of course British entry involved certain problems for us, for France and the 

other members of the Six. First, the Treaty of Rome itself. He had studied 
the Treaty and could say that it did not appear to present any major problems, 



as far as Britain was concerned. There were problems about agriculture
particularly some of the financial arrangements which would need in any case 
consequential changes on the entry of a new member, especially one which was 
a large food importer. But he was not at all sure that Britain could not work 
out some agricultural arrangements which, while helping to solve some of her 
difficulties, could be of possible advantage to France. He saw no need for France 
and Britain to be opposed on this issue. As he had said in his Strasbourg speech 
he thought that in certain respects, especially in cereals, agreement between 
them should be perfectly possible. But that was a matter for discussion and 
ultimate negotiation. So was the question of capital movements, which was 
dealt with under the Treaty but where great realism had been shown in practice 
to meet the special needs of the existing members. There were problems arising 
out of our Commonwealth trade arrangements, some of which he thought could 
be dealt with under the heading of agriculture. 

The Prime Minister repeated that he believed that these were problems to be 
settled by discussion; and, again, he expressed the hope that, if Britain and the 
Six were subsequently to have negotiations, they would be able to keep them 
short, clear and based on the big issues and not on the morass of detail which had 
bogged them down before. He hoped that, during the two days of talks in Paris, 
Britain and France could get to grips with the main problems—though clearly not 
in a final or negotiating sense—and also that, both in the talks with the French 
Ministers and in the final talks together on the following day, they should be able 
to deal not only with the questions arising out of the Treaty of Rome and decisions 
taken under it, but also with those broader questions which obviously both he and 
the General had in mind as being raised by British entry into the Community. 

France and Britain's role in Europe 
The Prime Minister apologised for the length of his opening remarks but said 

that he felt it had been the President^ wish that there should be this full explanation 
of the British position. (General de Gaulle indicated assent.) What he was 
suggesting was that the whole issue could not just be considered in bilateral terms 
or in terms of the detailed economic issues that dominated the discussions four or 
five years ago. There were far bigger issues at stake. The essential one was 
whether we could hope to build up Europe, as the General and he understood 
Europe, with the purpose of breaking down tension between East and West. Both 
France and Britain had a vital role to play—a slightly different role perhaps-but 
they had to be able to play it together. France and Britain had very special 
relations not only with their Western European partners but—unlike some of those 
in the West—with the Soviet Union. The French Government had had close 
contact with the Soviet leadership and so had Her Majesty's Government. The 
General and he knew what problems had to be solved if the Soviet Union was to 
have the reassurance she needed if the wider European unity that they both believed 
in was to be achieved. General de Gaulle's two meetings with Mr. Kosygin in the 
previous year in Moscow and in Paris; the Prime Ministers own two meetings in 
Moscow; and M. Couve de Murville's talks and those of Mr. George Brown with 
the Soviet Government had also, he thought, underlined for both of them what 
this essential reassurance must be, and he had no doubt that Mr. Kosygin's 
forthcoming visit to London would again re-emphasise this. The President and 
he were both committed to doing everything they could to make a reality of the 
unity of Western Europe. But they both knew that this would be an empty 
achievement unless it led first to an easing of tension and then to an honourable 
and lasting settlement of the outstanding problems that still divided Europe, West 
from East. This was something for which they had both hoped and striven for 
20 years; and in the case of General de Gaulle, even longer than that. As members 
of a united European Community they both should be better able to achieve.it. 
But he did not think that this would be possible unless together they pulled their 
full weight, in the most complete sense of that word, and did so not only within 
the alliance but also more generally. Europe had an even wider role to play in the 
world at large; but she would not be able to play it unless she were powerful—and 
that meant economically powerful. The task of the great European Powers-of 
France and of Britain—was not to be mere messenger boys between the two Great 
Powers. They had a bigger role to play—and other nations wished them to play 
it—than merely waiting in the ante-rooms while the two Great Powers settled 
everything direct between themselves. That was why France and Britain had to 
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make effective their enormous potential industrial strength by giving that strength 
a chance to operate on a European and not a national scale, or series of national 
scales. Only if France and Britain did this could they exert all that went with 
industrial strength and independence in terms of Europe's influence in world 
affairs. 

General de Gaulle thanked the Prime Minister for his statement. He had 
been greatly interested by it and by the way in which it was expressed. First, he 
was particularly struck by the great difference in what the Prime Minister was 
now saying about Europe in general and the Common Market in particular, 
compared with the British attitude throughout the years since he had had the 
honour of directing French affairs. He remembered Britain's refusal to participate 
when the Common Market was being negotiated. He recalled Mr. Macmillan 
speaking about " economic warfare " and making clear his hope that the Common 
Market would fail. He remembered Mr. Heath involving the European 
Governments in interminable negotiations in Brussels which had inevitably 
produced no result. He also remembered the Prime Ministers own statements 
before he came to office and, indeed, thereafter. He had understood that the 
British Government were not then favourable to the possibility of economic 
integration within the Common Market. But now he took note of the very 
substantial change in the British position and he had listened with great attention 
to the Prime Minister^ exposition of it. He took note with interest of the great 
difference between the past and what was apparently the present British attitude-

General de Gaulle said that he had also been greatly struck by what the Prime 
Minister had said—and had implied—in his remarks about independence. For 
many years—and particularly during the war, when he supposed that it had been 
an inescapable fact of life—he had observed that Britain appeared to wish at 
almost any cost to maintain a special role with the United States. This had even 
been true in regard to Britain's relations with continental Europe; Sir Winston 
Churchill had expounded the doctrine of European unity but had made it clear 
that such unity was all right for the Europeans but not for the British. The British 
attitude had been similar within NATO and particularly in the way that the British 
nuclear force had been integrated with the nuclear force of NATO—which meant 
in effect the nuclear force of the United States. For many years this had apparently 
been a clearly defined British policy and general attitude. Now, as he understood 
it, the Prime Minister was saying that things had changed and that Britain sought 
independence in the same way as France sought it and was beginning to practise 
it; and that this was especially true in the economic field, in regard to industrial 
development and in the field of capital investment. He had not found the Prime 
Minister too explicit about the future role he envisaged for the pound sterling, 
though Mr. Wilson had expressed full confidence in the strength of sterling. France 
paid tribute to the great effort made by the British Government to restore the 
nation's economic strength during the past two years. But they were not clear 
about the British attitude in the financial field. British policy towards sterling 
still seemed to be very closely linked with United States financial policy. 
Nevertheless he wished to re-emphasise the great difference that struck him in the 
Prime Ministers remarks about Britain's attitude towards her own independence; 
and he warmly welcomed this. 

Expansion of the Community 
General de Gaulle said that during the years since the concept of European 

unity had been developed, and particularly since the signature of the Rome Treaty, 
certain realities, as the" Prime Minister would know, had been created. The Treaty 
itself was not such a reality-it was simply a Treaty. But its application had 
created certain realities, difficult as that application had been, both in the industrial 
and economic field and also-and here the difficulties had been very great indeed
in agriculture. But the consequence of this was that a method of working had 
developed between the six partners in the Common Market which took account 
of their different economic interests and sought to achieve a process of mutual 
compensation in respect of those interests. This was a very slow process; it was 
not yet finished and might never be finished. But the machinery had begun to work. 

Of course this was the situation as it had developed at present amongst the 
Six and without taking account of the possibility of British entry. Such entry was 



clearly a matter of major significance, both economically and industrially; it
consequence would be profoundly to change, if not the text of the Treaty, certainly 

s 

its practical application—as indeed the Prime Minister had himself recognised 
Moreover, if Britain joined the EEC then clearly others would wish to do the same 
particularly members of EFTA. In consequence, it would no longer be a 
community of six countries but of anything between seven and 13; and its whole 
nature would be quite different. Naturally, the Prime Minister realised this and 
he (General de Gaulle) was not suggesting that it was an inconceivable proposition' 
indeed he did not regard it as such. But it would be very difficult. 

General de Gaulle said that this disposed of the problems that British 
membership would pose for the machinery and the operation of the EEC. But in 
addition there were a number of practical problems. It was difficult fully to define 
these at present and would in any case take too much time. Clearly agriculture 
was one; and coal and steel would be others, since the Community wished to 
control these too. But perhaps the most important of all would be the financial 
problem and the problem of currencies. It was undeniable that these were common 
problems, and that the difficulties of sterling had an impact on the currencies of 
all European countries. They all hoped that sterling was becoming stronger and 
welcomed the Prime Ministers statement to that effect. But it could not be denied 
that sterling was in a different international position from the other European 
currencies in that it was a reserve currency and, because of the vast size of the 
sterling balances, presented certain very special difficulties which placed it in a 
different situation from the currencies of the Six. This was a serious problem; and 
there were others as well. 

General de Gaulle said that the Prime Minister had explained British 
intentions. He had listened with the utmost consideration and respect. France 
had no doubt of the great economic and technological capacity of Britain; and it 
seemed clear that, whether or not Britain joined the Common Market, France and 
Britain could do much useful work together in a number of fields. The Prime 
Minister had referred to aircraft: there was also co-operation in the field of space-
Britain and France were co-operating with Germany and Italy to produce a space 
rocket which they hoped would be of considerable value in the future. They 
recognised that Britain was extremely advanced in the computer field; and in this 
and in other fields there was great scope for co-operation between France and 
Britain and also between the two of them and Germany and Italy. 

In regard to East I West relations, General de Gaulle agreed that the French 
and British approaches were very similar and that they were in effect working in 
parallel—though he hoped that he might be allowed to say that France had played 
the hand rather more independently of the United States, for example, in regard to 
such problems as Vietnam, than Britain had seen fit to do. But there was no 
real disagreement between them on the East/West problem, a subject of capital 
importance. However, whether or not they achieved economic unity within 
Western Europe, nothing could be expected to come of this unless they could 
achieve the complete unity of Europe and the total independence that he sought 
from the United States. He wished to make it clear that, in speaking in this way of 
the United States, he did not do so in any spirit of hostility or animosity towards 
the Americans. But Europe could only achieve something effective in the world if 
the European countries were completely independent themselves. 

General de Gaulle said that he would reflect very carefully over what the 
Prime Minister had said, over what he had heard about Mr. Wilson's and 
Mr. Brown's talks in Rome—and the account of those that the French Government 
had received from the British Government-and he would look forward to hearing 
from the Prime Minister in due course how his talks in the other capitals of the 
Six had gone. The French Government would then wish to reflect very carefully 
on the outcome and to weigh the various considerations involved. 

Defence questions 
The Prime Minister thanked the General and suggested that he should 

comment on some of the main issues raised. On certain of them, he thought that 
complete understanding could be reached; on others there were perhaps at present 
some misunderstandings which he would try to dispel. General de Gaulle had 
referred to the difference in the British attitude three to four years ago and that 



which now prevailed. He himself had not of course been involved in the previous 
discussions but he had the clear impression that the Nassau Agreement—perhaps 
j  because of its content than as a symbol—had had a serious effect on e s s

Anelo-French relations. The Foreign Secretary and he had then been in Opposition 
ancfhad attacked and voted against the Nassau Agreement; and they had declared 
their intention to re-negotiate or " de-negotiate" it on coming to power. In 
practice, so far as Nassau was concerned, within a month of coming to power they 
had killed the MLF project which had appeared at that time the main object of 
United States policy in NATO; the multilateral fleet had been torpedoed by a 
British finger pressing the switch. We had then put forward our proposal for an 
Atlantic Nuclear Force. But increasingly from that time onwards we had been 
seeking a solution within NATO, but equally of a nature that would not imperil 
the prospects of understanding with the East. The British Government had 
consistently worked for an agreement on the non-proliferation of nuclear weapons. 
It was neither a secret nor a surprise for him to say that there were big differences 
between France and Britain in their approach to NATO, just as there were between 
France and some of her partners in the Six on the same subject. General de Gaulle 
agreed. 

But the Prime Minister said that we should examine more closely this argument 
about defence and the nuclear force. It was true that, because of the Nassau 
Agreement, British nuclear forces took the form of Polaris submarines. His party 
had criticised that Agreement. But the Agreement existed and it had been 
impossible to put the clock back and start again, for example with a Blue Streak 
missile. What mattered was that once we had the Polaris missiles, as we should 
do shortly, they would belong to us and there would be no question of dependence 
on the United States for this particular form of nuclear power. The French position 
was similar. They had bought aircraft from the United States for refuelling the 
Force de Frappe: but once these had been acquired they belonged to France. 
Now, however, a further defence question arose in relation to the purchase of 
military aircraft. As he himself had told General de Gaulle two years ago and 
before it had been announced publicly in Britain, the Labour Government had 
inherited from their predecessors—and this was not a critical comment but a 
factual one—an aircraft that would have been exceptionally costly and would 
not have been ready in time to meet the needs of the RAF. When they had been 
obliged to cancel if, the only plane adequate to fulfil British needs was the F - l l l , 
and this we should be using in the late 60s and early 70s. But he would ask the 
General to note the difference in their current planning situation. The major 
aircraft for the RAF for the middle and late 70s would now be the Anglo-French 
plane. General de Gaulle assented. 

The Prime Minister said that the principle here was of sharing the cost and 
doubling the market. But the implications went even deeper. By entering this 
project Britain and France were effectively integrating their aircraft industries. 
This would be particularly so in the case of aero engines. Shortly we should be 
jointly producing the most advanced aero engine in "the world and the 
Rolls-Royce SNECMA combination could hope to force Pratt and Whitney out 
of the European market. General de Gaulle agreed. The Prime Minister said 
that this did, as the General said, make sense whether or not Britain was in the 
Common Market: it was a useful bilateral development. But what a different 
situation it reflected from the days when the Nassau Agreement and all it 
symbolised had been said to poison Anglo-French relations. We could now hope 
for a greater development of joint arms production leading in due course to a 
process of Anglo-French co-operation which could make the two countries into 
the arsenal of Europe. 

General de Gaulle said that all this was very true and he recalled his 
last conversation with the Prime Minister. Anglo-French co-operation was 
undoubtedly important; but it could be effective irrespective of British membership 
of the Common Market. The Prime Minister said that what they had been saying 
was indeed of historic importance and effectively turned the Nassau Agreement 
on its head But it should not be forgotten that, in the field of civil production 
over a wide range of technological industries (e.g., computers), effective and 
competitive production required not only integration of production and design 
but also integration of the market. We could not possibly develop effective 
co-operation with a continuation of high tariffs between the two countries (General 
de Gaulle made sceptical motions of the head). 



Sterling 
Reverting to the question of sterling, the Prime Minister recalled his talks 

during his last visit with Messieurs Pompidou, Couve de Murville and Rueff 
Britain and France did not agree on all these questions but many of the so-called 
problems of sterling disappeared now that Britain was moving into balance of 
payments surplus; and some of the other problems of sterling were rather different 
from the way General de Gaulle appeared to conceive them. 

As regards the sterling balances the Prime Minister said he would like to 
discuss this very fully with France and her partners in the Six; he wondered if 
a European solution could be found to the problem. The sterling balances were 
in no way linked to the dollar. There seemed no reason why the problems arising, 
out of them could not be solved on a European basis; if we brought into such 
a settlement the debts involved, we should not forget that we equally had enormous 
assets within the sterling area including large investments in the United States. 
Most of our sterling balances in a sense represented a banker's debt to sterling 
depositors which could not be drawn on because they represented a reserve for 
currencies or covered a matching debt to us. But for every pound sterling of 
debt, we held counter-balancing assets throughout the world. There was therefore 
no danger whatever to Europe of a run on the sterling balances, because we had 
the capital to offset it. But while Her Majesty's Government took a different 
view from the French Government on the liquidity question or the gold problem, 
he believed that there was room for much greater financial co-operation within 
Europe. He wished to emphasise the word " co-operation "—he did not believe 
that in the foreseeable future a single European currency would emerge or that 
there would be a supra-national authority telling us all what to do in financial 
matters. However, the European Payments Union (EPU) had been of considerable 
value until it was in effect destroyed by the huge German surplus. Again, he 
and his colleagues did not feel that the well-known differences between France 
and Britain on monetary and sterling affairs were any fatal obstacle to British 
membership of the Common Market because equally deep differences divided 
France and her other partners in the Common Market. Finally, he much agreed 
with what General de Gaulle had said about industrial co-operation and 
independence; and the British approach to this certainly involved no form of 
animosity towards the United States. The plain fact was that without industrial 
independence there could be no real independence for the countries of Europe. 

East/West relations. Africa 
Turning to East I West relations, the Prime Minister said that the expression 

used by General de Gaulle was exactly right—our policies were " parallel" in the 
sense that we were moving in the same direction but on a different track; 
a track that he considered appropriate to the contribution each of the two countries 
could make to this problem. He thought this was equally true in regard to another 
important area, namely Africa. Here too, British and French policies were working 
in parallel and both countries had important contributions to make, though it 
was no doubt preferable that they should not seek to compete too much with each 
other in individual African countries. Both had created a number of independent 
countries; both still retained substantial influence in Africa and there was a good 
prospect of co-operation in the development of the area. 

In reply to a question from the Prime Minister the Foreign Secretary said that 
he did not wish to add anything at that stage; and M. Couve de Murville equally 
responded negatively when asked by General de Gaulle whether he wished to 
comment. 

General de Gaulle said that he was extremely interested in what the Prime 
Minister had said. It was true that British and French policies were in parallel 
in the field of East/West relations and equally in Africa where they were no longer 
in opposition to each other. 

Anglo-French co-operation 
The two countries were equally now involved in a number of joint industrial 

projects—Concord, the eventual development of the variable geometry aircraft 
and the current development of the Jaguar; and in the European Launcher 
Development Organisation (ELDO) they were co-operating also with other 



countries. On the whole, France found herself far less engaged in bilateral 
co-operation of the Anglo-French kind with such other European countries as 
Germany and Italy, even though the latter were members with her of the Common 
Market. It was clear that membership or otherwise of EEC was irrelevant to 
the development of this kind of co-operation. The Foreign Secretary said that it 
might be irrelevant but that was certainly not an argument against British entry. 
General de Gaulle assented. The Prime Minister said that, whereas in the field 
of military co-operation the impulse and the orders were given by governments, 
in civilian technology co-operative projects could be encouraged by governments 
but could not be imposed by them; and the firms involved were bound to run 
into substantial difficulties unless the two countries were members of the same 
market. Where Britain and France were jointly developing a military aircraft, 
we could be confident that both countries would buy it. But if we entered a joint 
development project, for example in the field of computers, where Britain had 
something to offer to France, or equally in the field of chemical engineering where 
Britain might gain from more advanced French expertise, the successful 
development of such projects required a guaranteed market for the eventual 
product. But if we tried to sell the British product of a joint computer project in 
the French market, we should face there the same tariffs as our American 
competitors; equally the product of a joint scientific project which might be 
primarily of benefit to France would face competition in the British market because 
the tariffs would be the same as those levied against the United States. Really close 
co-operation in the field of civil technology was impossible without an integrated 
market. 

Conclusion 
The Prime Minister said that he was grateful to General de Gaulle for the 

courtesy and patience with which he had heard the statement of the British position. 
It had seemed useful to develop this in depth and at some length. The Foreign 
Secretary and he noted that the General would wish to study all the issues involved 
after their visits to all Six capitals had been completed. They looked forward to a 
discussion that afternoon with some of his Ministers at which they might be able 
to go in greater detail into some of the more technical questions involved in 
British membership. 

The meeting ended at 11.50 a.m. 

MINUTES OF A MEETING BETWEEN THE PRIME MINISTER AND THE 
FOREIGN SECRETARY AND THE FRENCH PRIME MINISTER AND 
FRENCH FOREIGN MINISTER AT THE HOTEL MATIGNON, 
PARIS, ON 24th JANUARY, 1967, AT 3.30 p.m. , 

Present: 
The Right Hon. Harold Wilson, M P M. Georges Pompidou 
The Right Hon. George Brown, M P M. Maurice Couve de Murville 
HE Sir Patrick Reilly M. Geoffroy de Courcel 
Sir Burke Trend M. Jobert 
Mr. W. A. Nield M. Montjoie 
Sir Con 0'Neill M. Gaucher 
Mr. A. M. Palliser M. Brunet 

M. La very 
M. Andronikov (Interpreter) 

Opening remarks 
M. Pompidou extended a warm welcome to the Prime Minister, the Foreign 

Secretary and their colleagues. He suggested that the meeting should proceed 
straight to business and should discuss in detail some of the more important aspects 
of British entry into the EEC. . 



The Prime Minister thanked M. Pompidou for the welcome which the French 
Government had extended to himself and his colleagues. In his discussions with 
General de Gaulle in the morning he had attempted to deal with the main points, 
both political and economic, arising from the fresh British approach to the EEC; 
and he had tried to relate this approach to the wider question of the part which 
an enlarged Community might play in world affairs, with particular reference to 
the contribution which Britain and France, acting in parallel, could make not only 
to easing tension within Europe itself but also to making Europe a force in its own 
right in the wider international context. 

M. Couve de Murville observed that the morning's discussion had been in 
very general terms. It had been essentially a political discussion, in the broadest 
sense of that term. Now it would be profitable to try to consider in greater detail 
the financial, monetary and agricultural problems which would arise from British 
entry to the EEC. 

United Kingdom economic situation. Sterling 
The Prime Minister said that it was essential to define the nature of the 

financial and economic problem which was in question. In so far as it related 
to the strength of the British economy a great change had taken place since his 
first visit to Paris. At that time Britain had faced a deficit of £800 million on 
her balance of payments; now she was in prospective surplus. Similarly, the deficit 
on the balance of visible trade had fallen from a monthly average of £45 million 
in 1964 to £23 million in 1965 and had fallen again to £12 million in 1966. There 
was therefore no longer any question of sterling^ being in danger or of our being 
unable to maintain the parity of the pound. As he saw it, then, the problem at 
issue was essentially a problem not of the strength or parity of sterling but of the 
threat which, it was commonly assumed, the sterling balances and the link between 
sterling and the dollar would create for the Community if Britain joined it. Was 
that the right way of defining the issue? 

M. Pompidou replied that the question had two aspects. First, did the 
prospect for the British balance of payments, as the Prime Minister saw it, really 
justify his assumption that the problems of the British economy could be regarded 
as finally overcome? And, if so, what reasons had Britain for believing this to be 
the case? Second, there was the question of sterling balances and the various 
claims which still pressed on sterling—particularly Britain's indebtedness to the 
IMF and the balance of payments problems of the sterling area as a whole. 

The Prime Minister said that the answer to the first question was clear, given 
the improvement in the British balance of payments from 1964 to 1966 which he 
had just described. As regards the longer term future it was important to realise 
that ever since they had assumed office in October 1964 the British Government 
had put the balance of payments first, before all other economic and social 
objectives; and, although they might feel able to "ease the current economic 
restrictions as time went on, they had no intention of carrying this process to the 
point at which the balance of payments would once more be in danger. One 
had to remember also that some of the measures which they had taken in July 
had not yet made their full impact on the balance of payments, while the 
technological reorganisation of industry which the Government were actively 
undertaking would take still longer to bear fruit. 

Then there were our debts, especially to the IMF. They amounted to between 
£900 and £1,000 million sterling, in two tranches. This year's repayment would 
be met without difficulty—ever since last August we had been paying back 
short term debt. As for the tranche due in 1970, there was no reason to see any 
special difficulty. These debts to the IMF were gold-guaranteed; this was an extra 
reason for our not being enthusiastic about raising the price of gold, which in 
any case was not really a practical possibility. 

As regards the sterling balances, these were admittedly liabilities in the banking 
sense. They had been contracted during the war and they had remained at much 
the same total level ever since. Their composition, however, had changed from 
time to time-e.g., at the end of the war Egypt and India had been very large 
holders of sterling balances, whereas now their holdings were minimal. On the 
other hand as our investment overseas had grown so the balances had risen pan 



nossu. Variations in commodity prices—e.g., Australian wool and Ghana cocoa— 
could also affect them considerably. But a large part of them consisted of the 
currency reserves of other countries, which those countries would have no incentive 
to run down unless they ran into very serious currency difficulties indeed. This 

 one of the reasons for the stability of the balances even when sterling was weak. 
Another element represented provision against maturing debt; and this element 
also was a factor making for stability in the balances, especially as the relevant 
redemption dates approached. 
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In a rather separate category were the working balances of the many categories 
of traders who financed their operations through the London market—the large 
international companies, especially the oil companies, who financed their royalty 
payments in sterling. The same was true of the international banks. It was these 
working balances which were liable to fall under the pressure of speculation—as 
had probably happened in the previous July. The holdings of the national central 
banks, on the other hand, were more closely regulated by co-operative arrangements 
such as the recent Basle Agreement, so as to neutralise speculative movements. In 
short, though the balances were large in total, they contained many mutually 
offsetting factors and the volatile element in the total of the balances was relatively 
very small. 

Moreover, the assets which were held against the balances, in the form of our 
investments overseas (which we should have mobilised if pressure on the pound had 
become more severe), were larger than the balances themselves. So far 
as we were concerned, sterling was not an instrument of prestige in any sense. 
As a banker M. Pompidou would realise that obligations did not confer prestige! 
On the other hand they had to be covered by assets; and ours were so covered. 
If we entered the EEC we would be ready to share these obligations (and the 
prestige which they were alleged to confer) with its other members. But what 
was it that they really feared? Did they fear that, if new pressures against sterling 
developed subsequently, Europe would then be forced into deflation in order to 
protect sterling? But, if Europe were to share these prestigious obligations they 
would need to share also the assets which backed them. The important thing 
was that the assets exceeded the obligations in question. There could therefore 
be no question of sterling^ being a drag on Europe; nor did we seek any special 
position for ourselves in the Community by virtue of having these sterling 
obligations. We would therefore be quite ready to discuss M. Debre's proposals 
for funding them, although there were certain difficulties in this suggestion. 

The commercial sterling balances—which derived from the simple fact that 
many traders all over the world had the habit of settling their debts in sterling— 
were a rather different matter. To some extent they were a function of the 
availability of capital markets and the facilities which those markets provided. 
One of the problems which had emerged since the war was the fact that the dollar 
had developed as a trading currency without having a really adequate capital 
market to sustain it. To some extent the same was true of the Deutschmark in 
relation to Frankfurt. We welcomed the French intention to develop an 
international capital market in Paris; but the French authorities would recognise, of 
course, that, in so far as they succeeded, the franc would be exposed to new strains 
and dangers. On balance, however, France could only gain. She had developed 
new techniques in the management of capital, particularly as regards financing the 
requirements of the Commissariat du Plan; and we could learn from her. In fact 
we should like to co-operate with France in this field; and our own experience of 
managing a major international capital market would be freely contributed. But 
it was essential to realise that the vulnerability of any currency which was used as a 
means of international payment depended, basically, on the balance of payments of 
the country concerned. We had learned this lesson. So would the French. But on 
balance they should benefit the more their currency was, as it were, " extroverted ". 

The Prime Minister repeated that, if Britain entered the EEC, she would seek 
no privileged position for sterling. We stood ready to discuss in more detail the 
Possibility of internationalising the sterling balances as one aspect of the wider 
question of the extent to which the EEC might develop, as a Community, a 
distinctive monetary policy of its own. This did not mean that we foresaw any 
immediate prospect of creating an institutionalised European monetary policy, 



which would be binding on all member countries. This would imply a 
corresponding institutionalisation of their budgetary policies; and it was unlikely 
that they would be prepared to surrender to this extent the right to manage their 
own economies. On the other hand there was plenty of scope for greater 
co-operation, e.g., in relation to the concept of a European Payments Union, which as 
originally conceived, had had much to be said for it. It might be desirable to resume 
study of a European Payments Union if only in order to reduce the extent to which 
intra-European payments were now settled in dollars. This was something which 
we would be very willing to discuss bilaterally with the French authorities
preferably, perhaps, by contacts between the two central banks—if the negotiations 
for our entry to the EEC got under way. 

In short, there was no question in our minds of seeking to maintain some 
unique prestige for sterling; and we had no thought of seeking any special position 
for Britain or for sterling within the Community. Nor did we see any necessary 
connection between the part which sterling might play in the Community and the 
international role of the dollar. Sterling and the dollar were not linked to-day; 
and there would be still less need for any link between them in the circumstances 
which he had tried to describe. Indeed, so far as Britain and France were able 
to work together, the stronger sterling became the more problems the dollar would 
be liable to encounter. But that was inevitable. 

M. Pompidou thanked the Prime Minister for his detailed exposition. The 
French Government had been very conscious of the political difficulties which the 
British Government had faced when they had taken their measures of the previous 
July to restore the British economy. They congratulated the British Prime Minister 
on the courage which had made those measures possible; and they were the 
more pleased to hear about the favourable prospects for the United Kingdom 
balance of payments in that they had always opposed a devaluation of sterling, 
which would have'been of no benefit to Britain and would probably have damaged 
France also. 

He also wished to make it clear that French monetary policy—even if it was 
not endorsed by Britain in every respect—did not require an alteration in the price 
of gold. What it did require was a recognition that the international monetary 
system was at present working unfairly. It was therefore essential to try to 
re-establish one common standard of payment for all countries; and this should 
obviously be gold. As a result some countries might face problems which could 
only be solved by an increase in the price of gold; but the increase itself would 
be only a subsidiary and consequential aspect of the problem. 

He had been greatly struck by the emphasis which the Prime Minister had 
placed on the world role played by sterling at the centre of a system of international 
trade and capital finance. It was clear that, as a result, Britain was invloved in 
heavy extra-European commitments. He could understand very well that in 
these circumstances Britain was only too ready to share the so-called prestige of 
sterling. For their part the French Government were certainly anxious to develop 
Paris as an international capital market. But they proposed to proceed very 
cautiously, since they were well aware that, despite the " prestige " which they 
might acquire, the disadvantages might prove to be greater than the advantages in 
the long run. Notwithstanding the predominance of the dollar, Britain still carried 
a great weight of inheritance from the past, which inevitably coloured her image 
in the eyes of the rest of the world. The French Government were well aware of 
this and of what it meant. 

As regards Britain's entry into the EEC, it had to be recognised that the 
member "countries had now created within the Community a highly complex 
machine, which determined their individual policies to a considerable extent and 
might well be unacceptable to Britain. Thus, the Common Agricultural Policy had 
certain clear implications as regards the monetary and budgetary policies of the 
member countries. This might not be a very attractive prospect for the United 
Kingdom; but it was so. The result was a certain solidarity among the currencies 
of the Six; and they would therefore have to consider very carefully the probable 
result if the United Kingdom and sterling were injected into the system. Among 
other things they would welcome some clarification of the British views on the free 
movement of capital. 



M. Couve de Murville said that here, as elsewhere, one must begin with the 
Treaty of Rome. This entailed, indeed prescribed, freedom of payments, both 
commercial and other, within the Community, together with free movement of 
capital. On the other hand it also made provision for certain mutual guarantees 
of temporary assistance if member countries encountered difficulties on their 
external payments. In fact, the member countries had no external commitments 
of the kind, and on the scale, -which Britain carried—with the possible but trivial, 
exception of the link between the French franc and the currency of certain African 
countries. By contrast the financial implications of Britain's entry into the 
Community could be very serious indeed, given the international character of 
sterling and the extent of the sterling area. In these circumstances what would be 
the commitments which Britain would have to undertake to her partners in the 
EEC, if she entered it; and what would be the commitments which they would 
have to undertake to her? The recent troubles on the British balance of payments 
were a British affair and could be left out of account. But there would still remain, 
if Britain entered the Community, the problem of the nature of the sterling area 
and the engagements it entailed. There was the problem of the sterling balances, 
whether they were currency reserves or the working balances of traders. The 
latter were less important, since they were completely free, were constantly 
changing and therefore adjusted themselves more or less automatically to the 
needs of the situation at any given time. But the sterling reserves were a more 
permanent problem; and they were a political problem as well. 

These questions were practical problems, which had nothing to do with 

sterlinĝ  alleged prestige or its link with the dollar, which, despite the necessary 

interaction between those two currencies from time to time, had no particular 

relevance to the EEC. Nobody in the Community wanted to share the prestige 

of sterling; but they were all concerned about the commitments which sterling 

carried with it. That was what would have to be considered very carefully. 


The Prime Minister said that he welcomed M. Pompidou's realistic remarks 
about sterling devaluation. Sterling was not an over-valued currency, as the franc 
had been some 10 years ago. Our recent export record alone sufficed to prove 
this, since it was clear that, although our exports were still handicapped to some 
extent by long delivery dates and lack of capacity (both of which we were urgently 
remedying), they were not impeded by uncompetitive prices. M. Pompidou would 
realise, of course, that, if Britain sought an easy way out of her difficulties by 
devaluing sterling, other countries would follow and this would touch off the 
familiar sequence of events leading to a contraction of world trade from which 
everybody would suffer. 

He had also noted M. Pompidou's remarks about gold. The European 

Payments Union had in fact involved settlements in gold; and this would be one 

of the things which would have to be considered if we were to embark on any 

re-examination of the EPU concept. But nobody should be under any illusion 

that, if the United States moved into surplus, European problems would be eased; 

on the contrary, they would be aggravated by the Euro-dollar squeeze which would 

then develop. 


As regards the obligations which were represented by the sterling balances, 

he noted the French reluctance to share sterlinĝ  prestige in this context. 

Nevertheless, we should remain ready to discuss the problem which these balances 

were said to create and we would be very ready to examine any means of 

preventing the balances from becoming a drag on Europe, if we entered the 

Community. It would not greatly matter whether we found the solution by leaving 

the balances outside the EEC and dealing with them ourselves as a wholly separate 

problem or by funding them within the Community against the assets, which would 

similarly be brought within the Community's scope. The main point was that the 

assets exceeded the liabilities. 


Capital movements 
The mainfinancial problems of Britain's entry into the Community, therefore, 


were not the questions of sterling and the sterling balances but the problems of 

agricultural finance and capital movements. Even these, however, could be solved. 

As regards capital movements both the Treaty of Rome and the practice of the 

Community itself distinguished between direct investment and portfolio investment. 




It was in the latter case that a problem arose for us m so far as, it we relaxed our 
exchange control to permit the movement of capital within an enlarged Community, 
some means would have to be found to prevent it from leaking, via the Community, 
to eg the United States. It was one thing for us to help Europe to find capital 
for the under-developed countries; it was a very different thing for us to help 
Europe to find capital for the United States. 

The question of agriculture could perhaps be pursued on the following day. 

RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND 
FOREIGN SECRETARY AND THE FRENCH PRIME MINISTER 
AND THE FRENCH FOREIGN MINISTER AT THE HOTEL 
MATIGNON, PARIS, ON WEDNESDAY, 25th JANUARY, 1967, AT 
3 p.m. 

Present: 
The Right Hon. Harold Wilson, M P M. Pompidou 
The Right Hon. George Brown, M P M. Couve de Murville 
Sir Burke Trend M. de Courcel 
Sir Con 0'Neill M. J. P. Brunet 
Mr. W. A. Nield M. Alphand 
Mr. A. M. Palliser M. Andronikov (Interpreter) 

M. Pompidou said it had been agreed the previous day that there should be a 
discussion of the agricultural problems in the first part of the afternoon and that 
the two sides should then adjourn to the Elysee Palace for a final meeting with 
General de Gaulle. 

Other problems of United Kingdom entry 
The Foreign Secretary said that before turning to the problems of agriculture 

he would like to mention certain other problems which, though less serious, would 
need to be considered at a later stage. The first of these concerned the provision 
of aid to the less-developed economic regions. France had a similar problem to 
ours, but our methods of dealing with it were rather different, and it would be 
necessary to discuss later how far we could continue to use our present methods. 
Then there were certain agricultural problems not arising directly from the Common 
Agricultural Policy itself which would have to be resolved, but should not constitute 
a barrier to British membership of the Community. Third, there was the question 
of the timetable which we should follow in introducing the common external tariff 
and in abolishing our tariffs against other members of the Community. Here again, 
the problem would need to be considered later, but it did not warrant consideration 
on that very day. Fourth, he felt he should make clear that the United Kingdom 
did not see the initiative we were taking towards the Community as an alternative 
to achievement of success for the Kennedy Round of tariff negotiations. We 
considered success in that venture to be essential whether we joined the Community 
or not, and in one respect, namely the negotiation of a new International Cereals 
Agreement, the success of the Kennedy Round might make it easier for the United 
Kingdom to join the Community. 

Common Agricultural Policy 
Turning to the problem of agriculture, the Foreign Secretary said that, as with 

the Treaty of Rome, the Common Agricultural Policy was not in itself necessarily 
an impediment to our membership, and the comments he would be making should 
not therefore be construed as a rejection of the system itself. Adapting our 
agricultural system to that of the Community would indeed raise problems for us, 
bue we should be prepared to fit in with the Community system if we were assisted 
to meet the four main difficulties it raised for us. 



The first, and in a way the least serious, of these difficulties was the effect which 
the Common Agricultural Policy would have on the cost of living and so on the 
orices and incomes stabilisation policy of the United Kingdom. Adjustment of 
our present internal prices to those of the Community would raise the cost of food 
in the United Kingdom by between 10 and 14 per cent, and the period over which 
this had to be done was therefore very important, especially as a significant number 
of our wage and salary agreements were statistically related to the cost-of-living 
index. Provided, however, a sufficient transitional period was allowed, this difficulty 
did not constitute a barrier to our entry, and especially so if Community prices did 
not remain at their present high level. 

Our second difficulty arose out of the distorting effect which the present price 
levels of the Common Agricultural Policy would have on our own domestic 
agriculture. Whilst the income of our farming community as a whole would 
probably be at least as high on Community prices as on our present prices, the 
balance of our agriculture would be significantly distorted. The high Community 
cereals prices would, in broad terms, benefit the larger farmers east of a line drawn 
north to south down the United Kingdom. In the wetter areas to the west of this 
line our smaller livestock farmers currently concentrating upon the production of 
milk, pigs and eggs would have a strong incentive to increase their cereal production, 
not only because of the relatively high prices for cereals, but also because they at 
present depended on feedingstuffs bought at the lower world market prices of the 
United Kingdom. Again, this was not an insuperable difficulty, but if by 1969 or 
1970 the Community's prices remained as high as they were now, we should need 
a considerable transitional period for our farmers to adjust to the new structure 
of prices, and it would also be necessary that grants for structural change in our 
agriculture should be accepted and assisted within the Common Agricultural Policy. 
It seemed to us that the Community's Guidance and Guarantee Fund could be used 
for this purpose, especially (as he would make clear later) as we should be a major 
contributor to this Fund. We were not, therefore, asking for assistance at the 
expense of others, but only that we should be allowed to use some of the funds we 
ourselves should be contributing, to facilitate the necessary structural adjustments 
in British agriculture. 

The third of the problems with which acceptance of the Common Agricultural 
Policy would face us was its effect on Commonwealth trade with the United 
Kingdom. We had considered this problem carefully as it was to-day, as against 
what it was in the 1961-63 negotiations. As the Community knew from those 
negotiations, the application of the Common Agricultural Policy would create 
special problems for our trade with Australia and Canada, and also for our trade 
with other countries, and for the future of the Commonwealth Sugar Agreement. 
All these problems would have to be resolved when making arrangements for the 
United Kingdom to join the Community. But much the most difficult problem in 
this field was undoubtedly that of New Zealand's trade with the United Kingdom, 
and it seemed unlikely that a transitional period would be adequate in this case. 
Whilst we accepted the necessity of keeping derogations from the Treaty to a 
minimum, it seemed that a derogation would be necessary to give New Zealand 
reasonable access to the market on which she was so dependent, and to enable her 
to live in the new circumstances which British entry to the Community would 
create. He would emphasise what had been said earlier in the discussions—" soyez 
gentille a la Nouvelle Zelande ". 

The fourth and most formidable of the problems with which the Common 
Agricultural Policy confronted us, however, concerned the additional burden 
which would be placed on our balance of payments if Community prices remained 
at their present levels and if the financial arrangements for the Common 
Agricultural Policy remained unchanged after our entry. It was not merely that the 
burden would be so great, but that our contribution to the levy payments, if we 
had to surrender 90 per cent of the levies, would be so high as to be quite inequitable. 
This situation would arise because we imported half as much again in terms of 
leviable food and feedingstuffs as did Germany, at present by far the largest food 
importer in the Community, and more than twice as much in leviable imports from 
outside the Community. We should, therefore, if no adjustments were made, be 
paying in levies more than twice as much as Germany and getting on for 
as much as the rest of the Community put together. But, because our agricultural 



industry was relatively efficient in its structure and cost levels, we should have less 
occasion to call on the Guidance and Guarantee Fund for financial assistance for 
ourselves. 

He was not challenging in these observations the structure and form of the 
Common Agricultural Policy but pointing out that, if it was decided that the 
United Kingdom should become a member of the Community, it would be 
necessary to discuss pricing and financial arrangements which would make the 
financial burden which the Common Agricultural Policy would impose on us less 
onerous and less inequitable. As a new member bringing considerable advantages 
to the Community we were entitled to ask for such adjustments to be made on 
accession, as the other members had done. On that basis, and given goodwill, he 
was sure our problems could be solved. 

The Prime Minister said he would like to point out as a supplement to what 
Mr. Brown had said that the Community's cereals prices were high by both French 
and United Kingdom standards. Their adoption by us would give a great incentive 
to our farmers to turn over from livestock to cereals production, for which 
especially in the West we were not climatically suited. A lower Community cereals 
price would avoid this distortion of our production patterns and afford more scope 
for exports of French cereals to the United Kingdom. 

M. Couve de Murville asked what would be our estimate of the effect of 
Community prices on the volume of production of cereals in the United Kingdom? 
The Foreign Secretary in reply said that we estimated that our current production 
of some 13 million tons per annum would increase in about five years to over 
20 million tons, mainly wheat and barley. Beef production might also be 
encouraged by higher Community prices, but that of milk, pigs, and eggs would be 
discouraged by higher feed prices—hence the distorting effect of Community prices 
to which he had referred. 

M. Pompidou said he would like to make some general points arising out of 
Mr. Brown's clear exposition of the difficulties which the Common Agricultural 
Policy raised for the United Kingdom. First he was bound to say that those 
difficulties were not secondary ones, but went to the heart of the Common 
Agricultural Policy and concerned precisely those points on which it has been 
most difficult to reach agreement between the Six partners in the Common Market. 
France would have liked to see a lower and more competitive Community price 
fixed for those products like cereals and sugar for the production of which her 
soil and climate were most favourable. But it had been necessary to construct 
the Common Agricultural Policy on a basis which would enable the Community 
to become self-sufficient, and to impose penalties on imports of food from outside 
the Community. Hence the high prices and the system of protecting the least 
competitive elements in the Community. The farmers' organisations of the Six 
countries were now so united that any general reduction of Community price levels 
could be considered unrealistic; indeed at present there were strong demands from 
them for the attainment of the final price level to be brought forward in time. 
While noting what Mr. Brown had said about the United Kingdom's difficulties 
not being insuperable, he was bound to point out that it was precisely the three 
points he had mentioned, i.e., imports from third countries (e.g., from the 
Commonwealth), the level of prices, and the financial regulations, on which the 
Community had found it most difficult to reach agreement. If these issues were 
reopened, major problems would arise for the Six. To say this was merely to 
analyse the facts—he would not dispute that the Common Agricultural Policy was 
not in economic terms a sound policy. 

M. Couve de Murville said that he wished to make two points about what 
Mr. Brown had said. First, the world supply and price situation was very different 
from what it was when the prices of the Common Agricultural Policy had been 
fixed; the big agricultural surpluses of the post-war period were now disappearing 
and prices generally could be expected to be higher. Second, the Community was 
one of agricultural protectionists and if the United Kingdom were to join, it would 
not change character, but the economy of the United Kingdom would develop on 
different lines from those of the last 100 years. Agricultural production would 
develop to an important extent, the United Kingdom might even find herself an 
exporter of cereals, and her imports of food would fall. He therefore felt that 



the estimates of the cost of the Common Agricultural Policy to the United Kingdom 
ight be excessive and that the higher price levels of the Community might in 
the end pay for the developments he had indicated. 
m

The Prime Minister, in conclusion, said that the discussion had been a useful 
 and had brought out in particular the need for the financial regulations 

to be reviewed if the United Kingdom joined the Community as a new member, 
Those present then adjourned to the Elysee for the final meeting there. 
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RECORD OF A CONVERSATION BETWEEN THE PRIME MINISTER 
AND THE PRESIDENT AND THE PRIME MINISTER OF FRANCE 
AT THE ELYSEE PALACE IN PARIS ON WEDNESDAY, 
25th JANUARY, 1967, AT 4.15 p.m. 

Present: 
The Right Hon. Harold Wilson, M P General de Gaulle 
Mr. A. M. Palliser M. Pompidou 

M. Andronikov (Interpreter) 

Common Agricultural Policy 
General de Gaulle said that he hoped the Prime Minister was satisfied with 

the talks he and Mr. Brown had had in Paris. The Prime Minister said that 
the talks had been most useful. He had just come from an interesting exchange 
of views with M. Pompidou about agriculture. He thought that during the two 
days of meetings all the arguments and the problems involved had been broadly 
covered. General de Gaulle said that he had seen an account of discussions the 
previous day of the problems of the sterling area. He asked how the discussion 
on agriculture had gone. The Prime Minister said that Mr. Brown had fully 
explained our position and that we would of course be having further exchanges 
about this with other members of the EEC. One of the main points of difficulty 
was the question of the financial arrangements. They had also discussed the 
possible effect on the British position of the price structure under.the Common 
Agricultural Policy and likely future developments in the field of price levels. 

General de Gaulle said he assumed they had also discussed the system of 
levies. 

The Prime Minister said that, as they had told French Ministers that afternoon, 
the difficulties for Britain under the Common Agricultural Policy included not only 
those of the financial levies themselves but the whole complex of the financial 
arrangements. It was clear that if Britain were to join the Common Market 
there would have to be changes in these arrangements, as would in any event 
be necessary on the entry of a new member—particularly a major food importer 
such as Britain. Unless such changes were made, the burden of payments that 
would fall on Britain would be both inequitable and also excessive in relation 
to the requirements of the Community's agricultural fund itself. 

Commonwealth 
General de Gaulle said that he assumed that Britain's obligations to the 

Commonwealth would also be affected. The Prime Minister said that these 
problems were largely subsumed under the general heading of agriculture. The 
French Ministers shared with himself and the Foreign Secretary the recognition 
that world food prices—and particularly cereal prices—were likely to rise over 
the next few years, especially if (as seemed probable) China continued to be a 
targe importer of grain and American surpluses diminished. To that extent the 
problems presented by the Community's price levels might not be as great as had 
been thought. 



Common Agricultural Policy—Cereals 
The Prime Minister said that, in general, he had found the talks useful and 

constructive. He wished the General to know how much he and the Foreign 
Secretary appreciated the time and attention which General de Gaulle and his 
Ministers had devoted to them. General de Gaulle said that M. Pompidou had 
told him of something that had greatly surprised and impressed him; namely, 
the large amount of cereals produced in Britain. He had never realised that we 
produced as much as 13 million tons a year; and he repeated how surprised he 
had been by this. The Prime Minister said that we produced 13 million tons 
and imported about 7 million tons of cereals. Our present estimate was that, 
if we succeeded in joining the Common Market, if the Common Market price 
levels remained unchanged over the next few years and if world price levels 
rose in roughly the way we expected, we should soon be producing about 
20 million tons of cereals and importing a further 3-4 million tons. General 
de Gaulle assented; these were the figures that had been mentioned to him. The 
Prime Minister said that we were nevertheless not satisfied that such a 
development would make economic sense for Britain; it was arguable that, in 
the longer term, it would be preferable for us to import a larger proportion of 
our cereals from France and ourselves to concentrate more on livestock 
production. But all these calculations and the consequences to be drawn from 
them would depend on internal studies being made about the likely consequence 
of the Common Agricultural Policy for the member countries and also on whatever 
adjustments might be made in Common Market prices when the financial 
arrangements came up for discussion again in 1969. In general, however, he 
thought that it would make good economic sense both for France and Britain, 
and for Europe as a whole, if the level of cereal prices were to fall and livestock 
prices to rise within the Community. 

At that point General de Gaulle asked M. Andronikov to see if the other 
Ministers were ready in the Conference Room. He and the Prime Minister 
adjourned there for the plenary meeting at 4.25 p.m. 

RECORD OF A MEETING AT THE ELYSEE PALACE ON 

WEDNESDAY, 25th JANUARY, 1967, AT 4.25 p.m. 


Present: 
The Right Hon. Harold Wilson, M P President de Gaulle 
The Right Hon. George Brown, M P M. Pompidou 
H E Sir Patrick Reilly M. Couve de Murville 
Sir Burke Trend M. Debre 
Sir Con 0'Neill M. Alphand 
Mr. W. A. Nield M. de Courcel 
Mr. A. M. Palliser M. Burin des Roziers 

M. Brunet 
M. Andronikov (Interpreter) 

Problems of United Kingdom entry 
President de Gaulle opened the discussion by thanking the Prime Minister 

and the Foreign Secretary for devoting so much time and trouble to their visit 
to Paris. He had now been informed of their discussions with M. Pompidou and 
M. Couve de Murville on the previous day on economic and financial issues and 
of the resumed discussion on agricultural problems that afternoon. The latter 
were of special importance to the French Government; and it had been very 
helpful to them to have the British case presented and analysed with such clarity 
and thoroughness. The exchange of views between the two Governments had 
necessarily been rapid and concentrated; but it had been of great value. It was 
accepted that the discussions had been in the nature of preliminary soundings, 
not negotiations. On this basis was there anything further which the Prime 
Minister wished to add? 



The Prime Ad mister said, in reply, that he wished to thank the President most 
warmly for the hospitality which had been extended by the French Government 
to himself and his colleagues and for the time which French Ministers had devoted 
to the discussions of the last two days. 

He was sure that the President would have judged for himself that our new 
approach to the EEC was more in earnest and that, as he himself had said in 
the House of Commons, we meant business. He agreed that the discussions were 
not in the nature of negotiations; they were rather an initial approach, designed 
to show that, provided our essential interests could be safeguarded, we were anxious 
to enter the Community and that we were willing to contemplate those 
adjustments of policy which membership would undoubtedly entail. But 
the Treaty of Rome itself need not be a decisive obstacle to our entry, on the 
basis which he had described; nor need the Common Agricultural Policy 
as such. It undoubtedly created serious problems for us; nevertheless, they 
might be less serious than we had hitherto supposed. As regards the 
Commonwealth, the most important issues were those arising in connection with 
New Zealand and, possibly, the Commonwealth Sugar Agreement. As regards 
the price levels prescribed by the Common Agricultural Policy, some were certainly 
higher than either economic sense warranted or the French authorities themselves 
desired. But, even here, there might be reasons for cautious optimism. The 
general tendency of world prices of cereals was to rise, as the United States 
surpluses ran down and the import requirements of countries such as India and 
China continued to escalate. On the other hand, there was no doubt that the 
adjustments which we should be compelled to make in our own agricultural policies 
if we entered the EEC would be very considerable. The most serious burden 
which we should have to face would be the payment to the Guidance and Guarantee 
Fund under the financial regulations—a payment which would entail both budgetary 
and balance of payments problems for us. On the other hand, it was surely 
beyond dispute that the entry of a new member into the Community would make 
certain changes in this respect inevitable, if only because a British subscription 
to the Fund calculated on the basis of the existing formula would raise the Fund's 
income above its legitimate requirements. Some adjustment would be necessary. 

The other basic issue which confronted us was the international character 
of sterling and the related problem of the sterling balances—though not the sterling 
parity. He understood that the President had had an opportunity to study the 
record of his discussion with M. Pompidou on the previous afternoon; and the 
President would therefore be able to appreciate the reasons why we were convinced 
that, if we entered the Community, the sterling balances would not be a drag on it. 

Expansion of the Community 
The accession of a new member—perhaps several new members—to the 

Community would admittedly involve change. But the Community itself had 
changed over the last 10 years, even over the last 2 years. The French Government 
should therefore consider what changes of a different kind might become 
necessary if, for whatever reason, Britain did not succeed in entering the 
Community. World affairs never remained static; and we lived in a time of rapid 
change—as was demonstrated by the evolution of the Community itself between 
the 1950s and the 1960s. But how would it stand in the 1970s if Britain had been 
unable to enter fully into membership? Clearly, there would be less scope for 
the kind of intensified technological collaboration between Britain and the member 
countries which he had outlined on the previous day; and we should all be 
weakened in this respect by being compelled to be more dependent on the 
technological resources of third countries. The effects would be felt not only in 
terms of the relative standards of living of our individual countries but also in 
terms of the independence of Europe as a whole and the part which she could play 
in world affairs. In fact, the strength of Europe's voice in international councils 
would depend on her technological vigour and independence more than on any 
other single factor. Moreover, technology apart, the cdntinued exclusion of Britain 
from the Community would be bound to have far-reaching political results. Because 
Europe would be divided economically, her political unity would be proportionately 
diminished; and the world role which she could play would be far less effective than 
if France and Britain pursued a common policy, as he believed they could. It would 
oe neither wise nor proper for him to speculate on the steps which Britain might 
have to take in defence of her own interests if her present approach to the 



Community ended in failure. But, whatever these steps might be, they would 
be taken faule de mieux—they would represent very much a second best course 
for us, indeed, for the Six also. Even more, they would be a second best as far 
as the whole world was concerned, bearing in mind the contribution which a united 
Europe could make to a world which needed all the help and counsel which 
Europe could give from her resources of historical experience, political principle 
and innate qualities of vision and leadership, which Britain and France had shown 
so often in the past. 

He and his colleagues would return to London in a spirit of deep gratitude 
to the French Government for the reception which they had been given. He 
hoped that in the course of their discussions they had dealt with all the major 
implications of the British approach to the EEC. It was reasonable that the French 
Government should now need time for consideration and for discussion with their 
colleagues among the Six. We, for our part, had another four visits to make. 
Nevertheless, we should leave Paris in the confidence that we had made it clear 
to the French Government why we felt that our approach was in the interests of 
both Britain and Europe and that the French Government, for their part, would 
recognise the strength of the case which we had deployed and would support the 
conclusions which we ourselves had drawn from the arguments and discussions of 
the last days. The decision which faced us all was a vital and historic decision; 
and it was reasonable that all parties should need further time in which to consider 
it. At the same time it was an urgent decision—in the sense that, although time 
might wait for a little, the tide in the affairs of men would not; and that tide was 
now approaching its critical point. 

The Foreign Secretary said that there had been a great sense of history about 
the discussions of the last two days. British accession to the Community would 
certainly involve change; but it should be possible to face the need for change 
provided that it did not alter—and we were convinced that it would not alter
the fundamental character of the Community. Our associates in EFTA understood 
this point as clearly as we did ourselves. 

At the same time we must also face, as the Prime Minister had suggested, the 
consequences if Britain did not succeed in joining the EEC. And we must be 
prepared to strike a final balance between those results and the results if we did 
join. It was the more important that we should take this decision seriously in that 
the monolithic character of the history of the last two decades—particularly the 
concept of two Power blocs, locked in rigid opposition—was fast disappearing. 
We were entering a new period of fluidity; and this was the moment at which 
Europe had a fresh chance to make its influence felt on a global scale, provided that 
it was not economically divided and provided that Britain and France adopted a 
common viewpoint from which to consider the great political problems ahead, 
whether these related to intra-European problems of East-West tension or were 
world-wide in their scope. 

M. Pompidou observed that there had not been time during the two days' 
discussions to deal with all the problems which arose from the British approach to 
the EEC; and there was room for further discussion on several issues-e.g., 
problems of regional development; the question of the common external tariff; 
the length of the transitional period or periods which Britain might require in 
different contexts; the need for further clarification of the problem of the sterling 
area and the sterling balances together with their implications which were political 
no less than economic; the complicated issue of the link between the Common 
Agricultural Policy, Britain's Commonwealth commitments and the balance of 
payments implications for Britain if she endorsed the policy; and so forth. He 
must emphasise that the Common Agricultural Policy had given rise to very 
serious problems within the Community itself before the Six finally succeeded in 
reaching agreement on it; and it would be very unwise, therefore, to underrate the 
difficulties which would arise if it now had to accommodate British entry into the 
Community. 

In addition, he had been greatly impressed by the Foreign Secretary's 
description on the previous day of the extent of British interests outside the 
Community. This suggested that there might be great difficulty in absorbing those 
interests within a Community which was both more restricted in terms of its 
geographical horizons and more protectionist in terms of its economic policies. 



Monetary co-operation 
M. Debre said that some five or six years ago the members of the Community 

had begun to develop a policy of monetary solidarity and freedom of monetary 
movements. This was now leading to a common attitude towards international 
monetary arrangements. This was something which would have to be taken up 
also in the context of possible United Kingdom entry into the Community. 

The Prime Minister agreed that there had been great developments in the 
monetary field. Yesterday he had dealt only briefly with the problem of capital 
movements, distinguishing between direct and portfolio investment. In recent 
years there had been a good deal of United Kingdom investment in the Community; 
this was, indeed, part of the key to a common technological advance. He hoped 
that it would continue, and that there would be just as much investment from 
Community countries in the United Kingdom. He then recapitulated briefly 
the arguments which he had used in distinguishing between direct and portfolio 
investment in the meeting with M. Pompidou and M. Couve de Murville the 
previous afternoon. He concluded that from our point of view time would be 
needed for adjustment, just as the Six had given themselves time. As to the 
problems of the sterling area and sterling balances, we were prepared to discuss 
these fully with members of the Community who wished to learn our point of view. 
Here, too, the Prime Minister briefly recapitulated the principal points of the 
argument which he had developed on the previous day. 

M. Couve de Murville said that he agreed with Mr. Brown that the political 
importance of the question posed by the British approach overshadowed the 
economic problems which it involved, in relation both to Europe and to the world 
as a whole. 

General de Gaulle's conclusions 
General de Gaulle said he now wished to express the impressions which he 

had received from the meeting. These were impressions not, of course, of results 
for there could be none at this stage, but of the exchange of views that had taken 
place. 

First of all, he had the impression of a British Government which, as always 
in his past experience, was acting with the greatest solidity and dignity. He had 
the impression of an England which had evolved much from the position it used 
to take, which he personally had known so well in the past. He had the impression 
of an England which now really wished to moor itself alongside the Continent and 
was prepared in principle to pledge itself to rules in the formulation of which it had 
had no part, and which would involve it in definite links with the system which had 
grown up on the Continent. He had the impression of an England which seemed 
disposed to detach itself to some extent from the special relationship which it had, 
or had had, with the United States, thus enabling it to be a European country: 
for the basic element of his idea of Europe was that it must be an enfranchised 
Continent (affranchi), as indeed it must be to play its proper part in the world. 

If these impressions were correct (and another important aspect of them related 
to French and British relations with Eastern Europe) then he welcomed this 
development. But what practical conclusions should be drawn? 

The Common Market existed. It was a reality. It had been constructed with 
the utmost difficulty. Its six members, although their economic interests differed, 
were countries of the same nature. They were countries whose industry, commerce, 
finance, currency arrangements, agriculture and technology were, not indeed 
identical, but very similar. It was this similarity which had made the construction 
of the Community possible. And now it had been constructed. 

; But the participation of Britain in the Community presented great problems, 
given the differences of its economic interests, its monetary arrangements, its 
contacts with the outside world. To solve all these would be a political as well as 
an economic problem. Would the presence of the United Kingdom in the 
Community enable it to remain what it now was? This was the question he asked 
himself. 



If it were to be accepted that Britain could not enter the Community without 
changing its fundamental character, could some other means of British participation 
be found? By this he meant some means other than membership, to attain which 
appeared extremely difficult, if not impossible. What alternatives were available? 

Could there be an arrangement? An association? An agreement between 
Britain and the Six? He asked himself; and the British should know that this was 
the question the French asked themselves. 

He came to no conclusion, except that he noted the evolution of the British 
position; it corresponded to his own wishes. He was disposed to study fully the 
question the British had put to themselves-namely, did the conditions exist, or 
not exist, for Britain to join the Community. 

He invited the British to study for their part two alternatives. Either 
something entirely new; or an agreement for association between Britain and the 
Community to cover their interests and their exchanges. 

[General de Gaulle did not elucidate what he meant by " something entirely 
new ". But after the meeting Sir Patrick Reilly asked M. Alphand what the General 
had meant. M. Alphand replied that he understood the General to mean an 
entirely fresh start ah initio, which would involve dismantling the European 
Economic Community, and making a new agreement to include Britain.1 

The Prime Ministers comments 
The Prime Minister observed that General de Gaulle had made a statement of 

historic importance. He thought the General had correctly understood the 
determination of the United Kingdom not only to move closer to Europe but to 
become fully involved in her affairs. He appreciated the GeneraEs image of Britain 
mooring itself alongside the Continent. But perhaps this went too far in implying 
movement by Britain only. He felt that the countries of the mainland were moving 
too. The General had foreseen formidable difficulties in British membership of 
the Community. For their part, the British saw less political significance than 
did General de Gaulle in their links, financial and other, with overseas countries. 
But they remained ready to discuss this aspect of the matter fully, with other 
members of the Community as well as with the French. 

As for what the General had said of Britain and the United States, Britain 
had never claimed a relationship of a unique character. Certainly she had close 
relations with the United States; but so had France. The United States, for their 
part, needed both Britain and France. And, in his experience, the most effective 
kind of relationship with the United States was based on strength, not weakness. 
This went for other relationships too; he thought it applied to relations with the 
Soviet Union. Britain and France did, indeed, have differences of opinion about 
the Atlantic Alliance; but he felt they could agree that both of them should be 
strong in their attitude towards transatlantic relationships. 

At this point, after interpretation, General cle Gaulle seemed to be about to 
close the meeting; but the Prime Minister continued. He said he had two more 
points to make. 

First, he wished to remind the General of the importance which both Britain 
and France attached to developing their relations with the Soviet Union. Their 
approach was in some respects different; but it was parallel, moving to the same 
end. And he would like to remind the General that Britain had taken a leading 
part in preserving the option of closer relations with the Soviet Union by rejecting 
the Multilateral Force. 

The second point related to what General de Gaulle had said about the 
possibility of some new form of relationship between Britain and the countries of 
the Community, or a relationship of association, presumably under Article 238 of 
the Treaty of Rome. He did not believe that these provided an answer to the 
problems which they had been discussing. In particular such solutions would be 
unable to mobilise the aspirations of all for closer political involvement. Under 
such a system, the British ship would not be moored alongside the Continent, but 
would come and go. It would be a commuter relationship, an offshore relationship. 
M. Couve de Murville had said a few minutes before that the political element in 



the process on which the British had embarked was more important than the 
economic element. With this the Prime Minister agreed. He did not think any 
form of limited economic association could ever generate the political unity which 
lay at the heart of the decision he was seeking. 

Conclusion 
General cle Gaulle repeated his pleasure at having had these discussions with 

the Prime Minister and Mr. Brown. His appreciation of Britain had been enhanced 
by them; he could only hope that our regard for France had been in no way 
diminished. The Prune Minister assured the General that he could indeed be 
confident on this point. He thanked him for his courtesy and the time and attention 
which he and his Ministers had devoted to the discussions. 



RECORDS OF CONVERSATIONS IN BRUSSELS 

RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND THE 
FOREIGN SECRETARY, AND THE BELGIAN PRIME MINISTER 
AND FOREIGN MINISTER AT THE CHATEAU DE VAL DUCHESSE, 
BRUSSELS, AFTER DINNER ON TUESDAY, 31st JANUARY, 1967 

Present: 


The Right Hon. Harold Wilson, M P M. P. Vanden Boeynants 
The Right Hon. George Brown, M P M. P. Harmel 
Sir Burke Trend M. R. Van Elslande 

H E Sir Roderick Barclay M. R. Vaes 

Sir Con 0'Neill Baron J. van den Bosch 

Sir James Marjoribanks M. J. Van Der Meulen 

Mr. A. N. Halls Baron X. van der Straten-Waillet 

Mr. C. M. MacLehose Vicomte d'Avignon 

Mr. A. M. Palliser M. A. Camus 


"Building Europe" 
M. Vanden Boeynants opened the meeting with some words of welcome, and 

stressed the importance of the visit to both Belgium and Britain. After going over 
the programme for the following day, he said he wished to use this restricted and 
informal meeting to talk about the problem of Britain's entry into the EEC seen 
in the wider framework of how to " build Europe ". 

First, he thought progress should be made in building Europe whenever an 

opportunity to do so occurred. It was necessary to distinguish between economic/ 

political Europe, and scientific or military Europe. The Belgian objective remained 

an integrated political Europe, and he hoped that those present would live to see 

the day when such a wider comprehensive Europe was achieved. But we had to 

be realistic and accept that this was not for to-day. Meanwhile, no opportunity 

for building Europe should be missed. Whenever it was possible we should be 

ready to take a step forward, whether in the economic, scientific, political or 

military field. We might find ourselves doing this sometimes with six partners, 

sometimes with seven partners or sometimes with twelve. There was nothing 

extraordinary in this. For instance in NATO, Belgium and Britain were playing a 

full part, while France was only a partial participant. Complete military 

integration in peace time was only practised by five out of the six Common 

Market countries. If all potential applications to the EEC were granted, in the 

economic field there would be 10 to 12. There was still no scientific Europe 

at all. The partners thus need not always be the same for all purposes. 


In developing his second theme, M. Vanden Boeynants referred to M. HarmeEs 

idea of the " Tripod ". In essence this was that Europe could only develop 

healthily if there were a balance between the three Great European Powers, Britain, 

rrance and Germany, on a basis of equality between the three of them. Provided 

this balance was maintained between the three, the smaller Powers like Belgium 

Were prepared to accept a larger measure of influence in the Community for the 

weat Powers. 


It followed from this that Europe must include France. It would do no one 

anY good for France to isolate herself or be isolated, though one could not. ignore 


SECRET 
" 1 9 G 2 



y 

d 

h 
t 

. 

the tendency on the part of France to wish to be the dominant partner. It i
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followed that Europe must include Germany. Germany was one of the founder-! 

of Europe, and it was now evident that she had preferred the idea of Europe to 

that of nationalism. But she could only resist nationalism so long as visible 

progress towards building Europe was being made, otherwise there was a real 

risk that she would be affected by French nationalism. 


Finally, Europe must include Britain. It was inconceivable for Belgium 

to be associated with Germany in Europe while Britain remained outside. Likewise 

it was inconceivable for Europe to develop a policy towards the East except in 

conjunction with Britain. Western Europe could not succeed in any approach 

to Eastern Europe withoutfirst having consolidated the links between its own 

democratic members. Moreover, in the Belgian view, it was essential that the 

country with the greatest democratic and parliamentary tradition should be in 

Europe so as to ensure that tradition was maintained. In short, the three Great 

Powers should all be in. If only two of them were there, things would run smoothl
 
during the periods when France and Germany got on together, but when they 

were at odds, Europe would suffer. 


M. Vanden Boeynants' third theme was concerned with whether it was 

possible for any progress to be made in building political Europe. M. Harmel ha
 
suggested that European States might take up common positions on inter
continental or world questions. Some progress had already been made on this 

and Belgium would do what it could to keep this idea alive. But M. Vanden 

Boeynants thought that the best immediate prospect of achieving anything would 

be at the decennial celebrations of the Six in Rome. This was a situation in whic
 
everyone present would want to show some result, and it was most important tha

what came out of the meeting should be right and should succeed. In the 

circumstances there was a danger that proposals would be made for the sake of 

appearances only. In strict confidence—and with the request that this should 

not be recorded—M. Vanden Boeynants then disclosed that Belgium had been 

working on some proposals which he had reason to believe were acceptable to the 

Netherlands and Luxembourg, but had not yet been broached with anyone else. 

Before they were taken any further, the Belgian Government wished to have 

British reactions because, if these were unfavourable, he would wish to reconsider
 

In putting the proposals forward, he had much in mind recent political 

developments in Germany. He found these disturbing and thought the situation 

might be improved if some modest step were taken towards political unity in 

Europe. In this case his idea was that the German Government should itself 

be induced to propose such a step at Rome. This would be that the Six should 

choose a short list of subjects, which would be outside the field of defence, and 

invite Britain, and such other potential applicants for membership of the EEC as 

were willing, to join in an informal agreement not to take any external action 

in these definedfields without prior consultation with the other parties to the 

agreement. The subjects he had in mind were: * 


European technology 

Economic detente with the East 
The formation of a solid European front at international conferences. -


His proposal was that, as soon as the Six had agreed that a step of this sort was 

desirable in principle, Britain and other potentially interested countries would be 

invited to join at once in the discussion. He thought this would appeal to all 

concerned as a limited experiment in the politicalfield, involving no derogation 

of sovereignty, which would be capable of extension and which included Britain. 

In concluding his description of his proposal M. Vanden Boeynants emphasised 

again that he would wish to reconsider if Mr. Wilson saw any objection from 

the British point of view. He further emphasised that since the proposal had 

not even been mentioned to the Italians, the Germans or the French, it was 

extremely important that his confidence should be respected. 


Mr. Wilson thanked the Belgian Prime Minister for his remarks which 
constituted a historic contribution to the debate on the long-term future ol 
Europe. He intended to explain in more detail on the following day the Bntisn 



oosition as regards entry into the EEC and the other communities; tonight, however, 
he would confine himself to commenting on M. Vanden Boeynants' analysis of 
European affairs in the world context. He wished in particular to make three 
points: 

(1) M. Vanden Boeynants appeared to be thinking in terms of a European 
community or communities which might consist of 6, 7, 9, 12 or 13 members 
according to the function and purpose in question. But it was not possible to 
solve the main problems of Europe by means of disparate communities with 
memberships which differed from time to time. Those problems could only be 
solved-and even then only by considerable sacrifices on the part of all 
concerned, including Britain—on the basis of a single community. Its members 
might have different problems, which would need to be examined on the basis 
of, as it were, different terms of reference and from different points of view; 
but they would not be a mere collection of separate countries—they would 
constitute a genuinely united Community. A half-hearted membership of Europe 
would be easy for Britain; but, as he had said in Parliament, the British 
Government meant business. And, if this phrase was virtually untranslatable 
into French, an alternative way of expressing the thought behind it was to say 
that to think in terms of being a member of Europe for some purposes but not for 
others was far too easy a way out. 

It had been agreed that defence was a separate issue, which would not figure 
in the present discussion. But it should not be forgotten that both Britain and 
Belgium were loyal members of NATO; and their present exchanges must do 
nothing to weaken its cohesion. It might be possible in due course to work 
towards an even greater solidarity of our common defence interests; but for the 
time being NATO must continue to be the main focus of our combined defence 
efforts. By contrast, communities which would differ in membership and 
solidarity according to whether it was industry, agriculture or technology which 
was in question would imply that we had failed in our purpose at the very outset. 

(2) It was true that some existing communities were established on differing 
bases of membership. But they should not set the pattern for the future. Our 
purpose henceforward was the realisation of a Europe whose solidarity and 
momentum would enable it to play a more effective part in world affairs than 
hitherto. If so, however, there must be change. No institution could exist on 
a basis of stagnation—except perhaps a cemetery, as he had said in his 
Strasbourg speech. Moreover, in the great efforts which both the Belgian and the 
British Governments were making to ensure the economic development of their 
countries they had to fight against vested interests. The same would be true 
of their joint attempt to create a united Europe; and a mere refusal to accept 
change must be regarded as unacceptable in this context. That did not mean that 
we wanted to change the Treaty of Rome or the EEC itself. What it did mean 
was that we wanted to join the Community in order to widen it and to strengthen 
it and so to strengthen Europe as a whole. But this would be impossible if we 
were only a half-hearted member of Europe—a member of some communities 
but not of others or half in some but half out of the rest. All of us were committed 
to change. In NATO it was universally recognised that the posture of the 1940s, 
even of the 1950s, was already out of date. Indeed, it was this realisation which 
had prompted M. HarmeFs proposal that NATO should now subject itself to a 
searching re-examination in terms of the functions which it ought henceforward 
to try to fulfil. But, if this approach was valid in relation to NATO, it was valid 
in relation to Europe's other problems. The next step in the evolution of the 
EEC, therefore, should be Britain's entry, which, so far as we were concerned, 
would be designed to strengthen a Community which we were ready to accept in 
its essentials. 

Turning to the question of the political development of Europe, Mr. Wilson 
noted M. Vanden Boeynants' suggestion for the initiative which might be taken 
on the occasion of the 10th Anniversary of the signing of the Treaty of Rome. 
We would wish the Belgian Government well in this enterprise. But we must 
make it clear that, as regards the fundamental question of the political unity of 
Europe, we had not so far intervened in any of the discussions on this subject 
(including the Fouchet Plan) because we were still outside the Community. For 
the same reason we had studied the exchanges last year at Luxembourg with 
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interest but, here again, had refrained from taking any part so long as we were 

not members of the Community. But as soon as we achieved membership-as 

he hoped we should—we intended to play our full part; and from inside the 

Community we should have a good deal to say. He hoped very much, therefore, 

that the momentum deriving from the new British approach to the Community 

would not be choked or diverted while the Six discussed the problems of European 

unity among themselves and Britain continued to remain outside. The process 

of discussion among the Six could be a lengthy one; and the result might well be 

that we should all miss the tide for British entry into the EEC, with all the 

damaging consequences, both political and economic, which would then ensue. 


(3) His third point followed from the first two and was of particular importance

An expanded and strengthened EEC of the kind which we envisaged was the only 

means by which the technological potential of Europe could be released in such 

a way that it could match the potential of the other Common Market on the othe
 
side of the Atlantic and so prevent American technology from dominating 

European industry. The resources which the United States commanded in terms 

of research and development were so great and the American market was so large 

that its mere overspill could swamp Europe. The differing histories of the 

computer industries in France (where they had capitulated to American penetration) 

and in Britain (where they had defeated it) were an example of this phenomenon. 

Another was nuclear energy—where Belgium led the world in its application to 

marine propulsion and Britain in its application to the generation of electricity. 

(At this point, Mr. Wilson commented on the important practical decisions which 

the Belgian Government would shortly have to take in this context. In one of 

them Electricite de France, in competition with a cheaper and more economical 

British project, had made it a condition of their offer that an American reactor 

should be built. Surely General de Gaulle could hardly approve of that!) It was 

for these reasons that we must seek to mobilise the technological resources of 

Europe to meet the American challenge. But there could not be one Europe, 

including Britain, for purposes of technological development and another Europe, 

excluding Britain, for purposes of trade and industry. The Belgian Government, 

if offered this kind of bargain for themselves, would certainly reject it; and so 

would we. If we were to share our technological resources, we would do so only 

on the basis of a shared market also. Otherwise, we should find ourselves competin
 
with the United States in the European market from a position outside that marke
 
and on the basis that we should both be facing the same level of tariffs. When he 

had spoken of the fourth technological community, it was on the basis that Britai
 
would already be a member of the other three communities—indeed, of all four of 

them, whether they were merged into a single community or not. 


Recapitulating, Mr. Wilson emphasised that he was concerned to make three 

points: 


(a) There must be one European Communityior all purposes. 
(b)	 This Community, as we saw it, would take the form of an enlargement an

a strengthening of the integration which had already been developed 
under the Treaty of Rome, an' integration which.we wished to share 
and to carry forward as part of the inevitable process of change. 

(c) As regards the technological development of Europe, technology and trade 

must go hand in hand as part of the same Community, the same 

Common Market. 


He trusted that his Belgian friends would forgive him for speaking frankly 

and freely; but he had judged this to be right since, to repeat what he had alread
 
said, we meant business. 


M. Vanden Boeynants thanked Mr. Wilson for his remarks. He wished to 
make one point clear in case Mr. Wilson had not fully understood his original 
statement. When he had distinguished, in his opening remarks, between the 
different functional aspects of Europe and the different senses in which one could 
conceive of a European Community, he had not been describing the objective of 
policy—he had merely been stating what was no more than a fact of life. Europe 
in the military sense was not the same as Europe in the economic sense; and 
Europe in the political sense, in so far as it existed at all, was different again. 



Belgium and Britain wanted one Europe and one Community. But not everybody 
shared their views; and, until Belgium and Britain could realise all their common 
objectives, they must be realistic and be content to proceed one step at a time, even 
if successive steps were not always taken with the same partners. He must repeat, 
however, that the Belgian Governments basic purpose was the same as that of the 
British Government-it was one Community, including Britain, in which the 
political, economic and scientific functions would coincide—perhaps even eventually 
the military function as well, though this was beset with difficulties. 

At this point, M. Harmel intervened to re-emphasise the point made earlier by 
M. Vanden Boeynants that the European Community thus outlined by Mr. Wilson 
must include all three Great European Powers—France, Germany and Britain. 

Mr. Wilson thanked M. Vanden Boeynants for clarifying his original remarks. 
But, even if we had to be content with one step at a time, that step must lead 
towards, not away from, our basic objectives. 

M. Vanden Boeynants agreed. He said that perhaps the discussion might now 
be adjourned until the following morning. The Belgian Government welcomed 
the enthusiastic determination of Britain to enter the Community. Perhaps it was 
paradoxical that it should be the Belgian Government who were now sounding a 
note of caution. But they were doing so only because they wished to be realistic 
in their approach to the problem. Fundamentally, they were on the same 
wavelength as the British Government-certainly as regards Europe's technological 
development, as he would seek to demonstrate on the following day. It was 
essential that Belgium and Britain should agree on this subject, which was vital to 
both of them in terms particularly of their relationship with the United States 
Belgium, like Britain, was a friend of the United States-but not an unconditional 
friend. Belgium, like Britain, preferred to leave unconditional attitudes to 
General de Gaulle. 

RECORD OF A MEETING HELD BETWEEN THE PRIME MINISTER 
AND THE FOREIGN SECRETARY AND THE BELGIAN PRIME 
MINISTER AND THE BELGIAN FOREIGN MINISTER AT THE 
MINISTRY OF FOREIGN AFFAIRS, BRUSSELS, ON 1st FEBRUARY, 
1967, AT 9.30 a.m. 

Present: 
The Right Hon. Harold Wilson, M P M. Paul Vanden Boeynants (for part 
The Right Hon. George Brown, M P of the meeting) 
H E Sir Roderick Barclay M. P. Harmel  - t 
Sir Burke Trend M. R. Van Elslande 
Sir Con 0'Neill M. Robert Vaes 
Mr. A. N. Halls Baron J. van den Bosch 
Mr. A. M. Palliser M. J. Van Der Meulen 
Mr. C M  . MacLehose Le Vicomte Davignon 
Mr. C. 0. I. Ramsden M. E. Grandry 
Mr. J. Wraight Baron X van der Straten-Waillet 
Mr. T. Lloyd-Hughes M. P. Van Haute 
Mr. D. j  . D. Maitland 
Mr. N. Statham 
Mr. B. M. Thimont 
Mr. W. K. Reid 

M. Vanden Boeynants hoped that Mr. Wilson and Mr Brown ^  d spent^ 
good, if short, night in Brussels and that the British Embassy had P ^ d t o g J 
with an indication of the Belgian Press's welcome t o . t h m . ^ ^ t o k  d the 
welcome which he had extended on the previous evening. He invited Mr. Wilson 
to open the discussion. 



Background to the United Kingdom initiative 
Mr. Wilson thanked M. Vanden Boeynants very warmly for his welcome the 

previous evening. The Embassy Press Services were efficient but he had so far 
only read accounts in the British Press of matters which had not even been 
mentioned in their discussions the previous evening. The Belgian Government 
would already have had a full account from Her Majesty's Ambassador of the 
talks which had taken place in Rome and Paris; but it might be useful if he went 
briefly over the background to the present visit and those to the other capitals of 
the Six. Their purpose was to ascertain the likely attitude of the Community 
to our accession to the Treaty of Rome. After the visits to the Six Heads of 
Government if would be necessary for us to decide whether to begin negotiations 
for entry into the Community and at what time entry should be made. He need 
not amplify what he had said in the House of Commons on 10th November since 
M. Vanden Boeynants had quoted " we mean business " on the previous evening. 
He was clearly fully apprised of the purpose of the visit. 

Since the British Governments decision to undertake these visits two events 
had occurred. The first had been a two-day debate in the House of Commons 
in which strong support had been expressed by members of all parties for British 
entry into the Community. He did not think that recent publicity emanating 
from London altered the views which had been expressed on that occasion or the 
emphasis Her Majesty's Government laid on their approach to Europe. 

The second event had been the meeting of Heads of EFTA Governments in 
London at which the initiative being taken by Britain had been warmly welcomed. 
The visits which were now being undertaken were thus a logical extension of the 
process begun in the previous summer of determining whether conditions existed 
for negotiation and whether, if we embarked on a negotiation, if could be brought 
to a successful conclusion. 

A recent study by the Confederation of British Industry had come out in 
strong support of Britain joining the Community, provided that certain problems 
could be overcome. He was not empowered to speak on behalf of the other 
EFTA Governments, who would have to conduct individual negotiations if they 
wanted to become full or associate members of the Community: but there was 
no doubt of the goodwill extended to Britain in her present talks by the other 
members of EFTA. 

Treaty of Rome 
Before dealing with the questions which would form the substance of that 

day's discussions, he wanted to make clear again the British position towards 
the Treaty of Rome. He had said both in Rome and in Paris that the Treaty 
of Rome was not in itself an impediment to British entry. It need not be an 
obstacle if our problems could be dealt with satisfactorily whether through 
adaptations of arrangements made under the Treaty or in any other acceptable 
manner, As he had said the previous evening, Britain would be prepared to 
accept the Treaty of Rome subject to the necessary adjustments consequent upon 
the accession of a new member and provided that we received satisfaction on the 
points of difficulties we foresaw. We did not believe that the widening of the 
Community, implicit in the entry of Britain and other countries and the process 
of change that must inevitably follow, need imply any weakening of the 
Community or of its economic or political purposes. Rather we believed that 
the consequence of our entry would be the strengthening of the Community. 
Certain difficulties had been suggested as impediments to our entry, for example, 
that our economy was weak. It was true that, when the present Government had 
come to office in 1964, they had inherited serious balance of payments difficulties. 
But since then our balance of payments deficit had been reduced. We were now 
in balance and would be moving into surplus in the present year. 

So far as trade was concerned, we had had a monthly trade deficit in 1964 
running at a figure of £45 million; in 1965 this had been reduced to £23 million; 
in 1966 it had been halved again to £12 million. If one recalled that over the last 
half century Britain had hardly even been in direct trading surplus, the Belgian 
Government would realise the importance of the fact that over the last six months 
our trading balance, seasonally adjusted, had been in surplus—and this had been 
achieved even before the measures taken in July 1966 had worked through fully 



and made an impact on our trading figures. Nevertheless, he would not disguise 
the fact that there were problems of a monetary nature which he would be happy 
to deal with during the discussions. 

Points of difficulty in British membership of the EEC 
In order to provide a factual basis for these discussions, it might be helpful if 

he were to mention briefly what we believed to be the major points of difficulty, 
either for Britain or for the Six, in our becoming a member of the Community! 
They were the problems arising from the Common Agricultural Policy as it had 
emerged over the last few years; Commonwealth questions; problems related to the 
freedom of capital movements; and problems of encouraging particular regions
a problem with which the Belgian Government would be familiar and on which 
Belgium had made substantial progress. 

The first two were essentially different aspects of the same problem. Most of 
the difficulties would arise over agriculture on which he would not expatiate, since 
it would be dealt with in more detail later. He had commented on the problem 
of capital movements during the visits to Rome and Paris and he would be 
prepared to deal briefly with the matter later in the day. 

Kennedy Round 
As he had said on the previous evening, it was important to link the timing 

of the present talks with the negotiations in the Kennedy Round. Our present 
initiative and our interest in the membership of the Community did not in any 
way imply a reduction of interest or a diminution in our sense of urgency in the 
successful outcome of the Kennedy Round. If anything, the talks highlighted 
the importance of a successful outcome in the near future of the Kennedy Round. 

In conclusion he considered that in the series of visits to the Six Heads of 
Government the British Government would not be asking for anything which it 
was impossible to negotiate. We would be seeking to safeguard our essential 
interests in the same way as the Six themselves had done in the course of the 
negotiations which had led to the establishment of the Community. Over the 
last 10 years, with a great deal of give and take and mutual understanding, the 
present members had built up their own Community. There were challenging 
problems to be faced but they could be dealt with. The Community had a great 
future in Europe with all it meant for technological development, the freeing of 
trade, the ending of economic divisions in Europe and in the context of the growth 
and development of Europe as a political unity of which the first stage only had 
been reached and the future of which it was impossible yet to forecast. In conclusion 
he thanked M. Vanden Boeynants for his hospitable welcome and for listening to 
the exposition of the British case. 

Belgiuin's attitude 
M. Vanden Boeynants thanked Mr. Wilson for putting the British case so 

succinctly and so positively. He had told him the previous evening of Belgium's 
declared views about British entry into Europe. He had now heard a further 
exposition of Britain's intentions and he could say at once that, although problems 
confronted Britain in connection with entry into the Common Market, the Belgian 
Government believed that they could be overcome and that Britain's desire to 
enter was sincere and incontestable. What was the Belgian Governments position 
in relation to this desire? He need not repeat what he had said the previous 
evening. The Belgian Government were in favour of Britain's accession and 
considered that for the future of Europe and especially for its political unity (the 
aim for which they all strove) the entry of Britain into the Community was 
indispensable. 

Several months previously the Belgian Government, together with the 
Netherlands Government, had proposed that no more decisions should be taken 
in the Community which might have the effect of widening the gap between the 
Community and Britain and thus of making Britain's entry more difficult. Belgium 
wanted to see Britain in the Community and welcomed her present initiative in 
undertaking talks. 
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BelgiunTs questions 
He was sure that Mr. Wilson would want him to speak directly and franklv 


Given the fact that Belgium ardently desired Britain's entry, he felt it right to
 
possible obstacles to her entry. For this purpose he would raise a number of 

questions or preoccupations which were troubling his Government. 


(1) Mr. Wilson had said that Britain accepted the Treaty of Rome, subject to 
certain adjustments to the arrangements which had been devised under the Treaty 
The Belgian Government would like to know what the scope of those adjustments 
might be and which questions the British Government envisaged as the most 

M
difficult to resolve.


(2) The entry of Britain into the Community would pose the problem of 

the accession of other countries. Mr. Wilson had already said that he was not 

empowered to speak on behalf of other EFTA Governments; but did Britain 

consider that her entry would lead inevitably to the entry of one, two, three or 

perhaps six other countries? It was evident that the entry of other countries 

would profoundly change the Community as it at present existed. This change 

the Belgian Government were ready to accept but they would like to know what 

limits would be placed on such change, since they wanted a real Common Market 

to continue as it had been created. He had heard it suggested from other capital
 
of the Six that other formulae had been put forward for the future pattern of the 

Community if it were to admit new members. What were the British Government
 
views.on this? 


(3) The Belgian Government did not want the enlargement of the Community 
to compromise its dynamism and efficiency. He would like therefore to know 
the British Governments views on— 

(a)	 The future of the Commission which had played a dynamic role in 
fashioning the Community. 

(b)	 The Council of Ministers whose workings the Belgian Government would 
not wish to be jeopardised. (He recalled that a year previously in 
Luxembourg five out of the six partners in the Community had voted 
in favour of majority voting.) 

(c)	 The political purpose of the Treaty of Rome which remained the 
Community's final objective and which should not be jeopardised. 

(d)	 If Britain entered the Community, the possibility that she would also 
accede to EURATOM and the European Coal and Steel Community. 

(4) Mr. Wilson had referred to adjustments which Britain would wish to 
discuss in the arrangements which had been worked out under the Treaty of Rome 
How did Britain see the discussion of this problem and would these adjustments 
be dealt with before or after Britain's entry into the Community? Were the 
adjustments permanent or merely transitional? If the latter, how long would 
they last? Finally, if Britain were admitted to the Community, would she seek 
to make other additional adjustments once she had gained membership? 

These were points on which the Belgian Government would be glad to have 

elucidation. His questions had been formulated in the hope that a positive 

solution could be found both in bilateral discussions between the Belgian and 

British Governments and also in common discussions among the Six. 


He suggested that the rest of the day might be devoted to the discussion in 

the morning of the Common Agricultural Policy, Commonwealth problems, and 

the entry of other EFTA countries; and in the afternoon of institutional problems

the functions and operation of the Common Market and monetary questions. 


Treaty of Rome: Adaptations of the Treaty; Community Institutions; EFTA 
Mr. Brown said that there appeared to be some misunderstanding over the 

question of adaptations. The Treaty of Rome already contained provision for 
amending the Community's arrangements upon the entry of a new member, and 
in these circumstances Britain would be able to accept the Treaty as it stood: ther 
would be no question of seeking to rewrite the Treaty of Rome. On the question 
of accession to the Treaty by other countries, it was the general view—both inside 
and outside the Community—that this should take place in the interests of the 
political and economic strength of Europe. The fewer the divisions that existed 
in Europe the better it would be for the Continent as a whole. Europe could 



ot be strong, dynamic and influential whilst economic divisions remained; and 
it was the hope of the British Government that there would be a greater measure 
of unification in Western Europe and eventually a further rapprochement between 
gastern and Western Europe. It was possible that some other members of EFTA 
would be ready for full membership of the Community while others for political 
reasons might prefer association. It was for individual members of EFTA to 
decide on this point and to determine the terms of their own applications. 

n

M. Vanden Boeynants had asked what were the limits which we envisaged for 
the expansion of the Community. This was difficult to say since it was not at 
present clear which countries would wish to join; but the objective must be a 
Western Europe in which economic divisions no longer existed. 

Reference had been made to a dislike of upsetting the existing dynamism of 
the Commission and of the Council of Ministers through the entry of Britain. 
But if we were admitted, we would not wish to disturb this dynamism and we 
saw no reason why this should happen. Britain with her external links and 
influence would constitute an addition to the power, dynamism and influence of the 
Community and would in no way seek to change its basic institutions. Rather 
we would wish to play our full part—but no more than our full part—in the 
working of the Community's institutions on the basis set out in the Treaty of 
Rome and consistent with the general aims of the Treaty. We would wish to 
join the ECSC and EURATOM separately, should they continue as at present 
or if they fused into one, the new organisation. 

The question had been raised which adaptations to the existing arrangements 
under the Treaty would be transitional and which would be permanent upon the 
entry of Britain into the Community as also had the extent to which we might 
seek to secure further adaptations after accession. He doubted whether the 
individual members of the Community at the time of their signature of the Treaty 
of Rome had given binding undertakings not to raise further matters of this 
character after accession. Likewise a new member today could not be expected 
to give any such binding assurance before entry. Experience had shown that the 
members of the Community had found it necessary to raise a number of issues 
during the course of the Community's existence; but he could say frankly that 
Britain had no intention of entering the Community with the clear intention of 
raising issues subsequently. 

Mr. Brown indicated that there were two major issues which raised problems— 
not insurmountable—where something more than purely transitional arrangements 
might be required. First, there was the effect on Britain of the Common 
Agricultural Policy. Acceptance of this policy would raise a number of different 
problems for which, amongst other things, transitional periods of differing lengths 
would be necessary. In general, however, if commodity prices were to remain at 
their current levels and the arrangements for financing the Guidance and Guarantee 
Fund were to be unaltered, Britain would need to pay in to the Fund 90 per cent 
of the levies on her imported food; this would constitute., a very substantial and 
inequitable financial burden. Secondly, the problems raised by our membership of 
the Commonwealth were difficult; but it had been generally accepted that they could 
all be overcome through transitional arrangements with the exception of our trade 
with New Zealand for which some form of permanent arrangement would almost 
certainly be required. He believed that the Community recognised that New 
Zealand constituted a special problem tp be tackled. There were, of course, 
other problems for us, notably the question of capital movements; but this was 
a question not for ourselves alone but also for the Community whose members 
would surely be anxious to ensure that capital arising from savings within the 
Community was not used to build up the economies of countries outside Europe. 
Only by building up the European economy could the challenge of the two great 
world Powers be met, in particular the challenge presented by United States 
technology. 

(At this point M. Vanden Boeynants left in order to attend a meeting of the 
Belgian Parliament.) 

M. Harmel said that he had noted what Mr. Brown had said about solving 
problems in advance of Britaiirs accession to the Community, about the heavy 
burden which agricultural levies would impose and about exceptional treatment 
for New Zealand alone among other Commonwealth countries. Were there any 
further qualifications he wished to make? 



Mr. Brown emphasised that it was adaptations under Article 237 of the 
Treaty of Rome which we had in mind. Such problems as those presented bv 
the Community's Common Agricultural Policy, our relations with other members 
of the Commonwealth, notably those in Africa and New Zealand, the 
Commonwealth Sugar Agreement, and the regional policies which we were pursuing 
in Britain, could be met by adaptations to the arrangements made under the 
Treaty of Rome and did not presuppose a change in the Treaty itself. Britain 
was in no way seeking to change the provisions of the Treaty of Rome. 

Expansion of the Community 
M. Harmel said the expansion of the Community as it currently existed or 

might exist in future raised certain difficulties of principle. Even though Britain 
were ready to accept the provisions of the Treaty of Rome, certain countries felt 
that with the extension and widening of the Community the problems of the Six 
would be accentuated to such an extent that the Community might prove difficult 
to govern and indeed might become non-viable. This was however not the view 
held by the Belgian Government who agreed that as many countries as possible 
should join. The EEC had started out as an economic Community but its aim 
was ultimately to become a political entity. Should a number of countries follow 
the lead of Britain in trying to enter the Community difficulties would certainly 
arise; and it might be helpful if the British Government were to give some 
indication of what in their view these might be. 

Mr. Brown replied that the British Government accepted the idea of a political 
Community implicit in the Treaty of Rome. But there were different views in 
Belgium, in Britain and elsewhere in Europe about the form which this political 
unity might take: it might for example be federal or national. On entering the 
Community we would expect to play our part in working out an answer to the 
problem of real political unity and securing a form which would be universally 
acceptable. We were not however taking part in the discussion of this issue yet 
since it seemed improper for us to do so whilst outside the EEC; once in, we would 
wish to play our part in giving political reality to the concept of a united Europe. 
On the question of further countries wishing to join the EEC in the wake of Britain, 
he was pleased to learn that Belgium did not see this is a problem; he would indeed 
be surprised if many others saw it in'this light. One could not favour dynamism 
and at the same time be against change. Countries joining the Community would 
raise new challenges and present new opportunities and this was the answer to 
those who wished to remain undisturbed in their " cosy little nest ". The Treaty of 
Rome provided for the accession of other European countries and so envisaged 
the dynamism and progress to which M. Vanden Boeynants had referred. 

M. Harmel said that a preoccupation with the possibility of " something new" 
to replace the existing Community did not exist in Belgium but arose from the 
information which they had received regarding earlier visits by Mr. Wilson and 
Mr. Brown to the Heads of Government of the EEC. The Belgian and the British 
attitude in this respect seemed to be similar and he was grateful to have received 
the assurance that, despite the problems presented for Britain in acceding to the 
Treaty of Rome, there would be no question of seeking to alter the fundamental 
nature of the Community. 

Mr. Wilson endorsed what Mr. Brown had said about resistance to change 
being inconsistent with the concept of dynamism. While metaphors and analogies 
could be dangerous, he liked to regard the Community as having built a railway 
line towards their objective on which had been set a train. An extension of the 
Community meant more coaches and a more powerful engine. It did not mean 
disturbing either the track which had been laid down or altering the signals. 

M. Harmel welcomed Mr. Wilson's analogy as demonstrating the closeness of 
the British and Belgian positions. He saw the entry of Britain into the EEC as 
providing the Community with a more powerful engine. But any enlargement of 
the Community would necessitate a further examination of its rules in order to 
see whether they were appropriate to a larger Community. 

Common Agricultural Policy 
Mr. Brown said our attitude to the Common Agricultural Policy was similar 

to the view we took of the Treaty of Rome. It was not an obstacle in itself. We 
preferred our own system of agricultural support but we could adjust to the 



Community's system. We were not therefore making an issue of principle out of 
the Common Agricultural Policy. 

But four consequential problems arose, all serious though of differing degrees 
of seriousness. And we would need the help of the members of the Community 
to meet them. He would take them in ascending order of gravity. 

(1) The first difficulty arose from the effect of the present Community 
agricultural price levels on the cost of living in Britain. We had said several times 
publicly that we estimated the retail price of food would rise by between 10 and 
14 per cent. Whether or not it did so depended of course on what price levels 
might obtain within the Community after intra-Community negotiations in 1969. 
Moreover the degree to which the rises in British price levels would have damaging 
effects on our prices and incomes and stabilisation policies would be greatly 
affected by the period over which the new prices had to be introduced. If they 
had to come all at once then the effect would probably be intolerable. If they 
were approached over a long transitional period then the effect might be almost 
unnoticeable. A transitional period would be needed; perhaps it would be between 
these two extremes. 

(2) The second area of difficulty was the distorting effect of Community price 
levels on the present pattern of agricultural production in Britain. There would 
be a tendency to greater production of cereals; and the smaller producers of 
livestock would tend to be damaged. These producers were very numerous and 
there would be a difficult social problem of readjustment, which might need to be 
carried out over a considerable period. We should require understanding from 
our future partners in the Community upon the transitional period necessary to 
bring this adjustment about. We should also require their understanding in order 
that we might retain monies for the reconstruction necessary to effect the 
adjustment. He thought that what we should seek in this field would be well 
within the terms of the Common Agricultural Policy. 

(3) The third area of difficulty consisted of the consequences for 
Commonwealth trade. Transitional arrangements might be made to cover the 
problems of Australia and Canada. The Commonwealth Sugar Agreement also 
raised a problem. But New Zealand was, he thought, the only real and continuing 
difficulty in this field. He thought that all members of the Community would need 
to face the fact—and he thought they all did—that a permanent and continuing 
arrangement might be necessary in order to assure New Zealand of continued 
outlets for her agricultural produce. 

(4) Finally the most grave difficulty arose from the effects on Britain's balance 
of payments. There was a problem if we had to pay higher prices for imported 
food. We were after all the largest importer of agricultural produce, much larger 
than any of the present members of the Community. If in addition we had to 
pay across the exchanges 90 per cent of the levies imposed on agricultural imports 
this constituted a very serious problem and would produce an exceedingly 
inequitable position. Germany was the largest importer of leviable imports at 
present—£640 million. We imported £970 million of agricultural produce of which 
£640 million came from sources outside an expanded Community. If therefore 
price levels remained as at present and the financial arrangements were not 
changed, we should be paying more than all the other members of the Community 
added together. He repeated that this would constitute a very serious burden 
and would be seen by everyone to produce an inequitable result. 

The difficulty was compounded by the fact that we had a soundly based and 
efficient agriculture; and productivity was rising year by year at a high rate. This 
meant that we would have no substantial claim on Community funds. 

He therefore suggested that on the basis of equity and because of the serious 
effect on the British balance of payments some changes would have to be initiated 
m order to produce a different result. To some extent the question might be met 
by transitional periods, but something more fundamental was also required. 

Mr. Brown's conclusion was that none of the agricultural problems that he 
had mentioned was unsurmountable and that none suggested that we were not 
jn a position to accept the Common Agricultural Policy, but some changes would 
be required. 



M. Harmel thanked Mr. Brown for his precise exposition of the British position 
Of course to consider agriculture entirely separately meant that one was looking at 
an incomplete and rather inexact picture. There was an industrial counterpart of 
the agricultural question. Whenever a decision had needed to be taken within 
the Community upon agricultural problems it had been necessary for the members 
to bear in mind not only the agricultural burdens but the advantages in other 
industrial sectors. He was sure that the British Government had this wider picture 
in mind. 

He added that the Community's Agricultural Policy had been further developed 
than it was in 1963. A philosophy had been built up based on three main ideas-
Community preferences, the free movement of goods, and Community 
responsibility for the marketing of surplus agricultural produce. It was on these 
three principles that the Community regulations had been built. He thought it 
would be difficult to fit new ideas into a framework which had already been so 
fully elaborated. 

He turned to the four points which Mr. Brown had raised. 
(1) His understanding was that the question of the cost of living in the 

United Kingdom was one capable of solution by a transitional period. This was 
for negotiation. 

(2) He understood also that the distortions in the pattern of British agricultural 
production might require some structural conversion. As he understood it, we 
were merely asking for the understanding of our prospective Community partners, 
and for a transitional period. 

(3) As regards the Commonwealth problem he understood that the only 
problem of a persistent nature was that of New Zealand. He would like to ask 
for some clarification on this point. Did we intend to ask for special treatment 
for New Zealand, and if so how long would it be expected to last? Any mention 
of permanency was a frightening concept to the Belgian Minister of Agriculture. 

(4) Finally, Mr. Brown had said that the most important area of difficulty 
was that involving the balance of payments. In our calculations we had based 
ourselves upon a continuation of the present trends and currents of trade. If we 
produced more cereals we should import less and fewer levies would fall to be paid. 
He understood that we would require a transitional arrangement and some 
adaptation. He would ask M. van Elslande to put further questions on this 
point. It was his understanding however that we would want a modification of the 
key by which national contributions were paid for agricultural purposes. If we 
wanted more fundamental modification he would be grateful if we could elaborate 
our position further. 

Mr. Brown said he had two comments at this stage. First, as regards 
reconstruction of British agriculture, he had mentioned more than just a transitional 
period. He would like the Community to consider the question of the special 
grants to farmers in certain regions which we made at present; they might be a 
pattern for the wider changes that would be needed upon our entry to the 
Community. He felt sure that this concept was within the scope of the Common 
Agricultural Policy; he would like to use for this purpose some of the levies 
we should otherwise leave with the Community. 

His second point wus that we had not consulted New Zealand at this stage. 
In theory there were however a number of ways in which the New Zealand problem 
could be overcome—perhaps by a Morocco-type protocol, perhaps by an 
association agreement with an enlarged Community under Article 238, perhaps by 
levy-free or reduced levy quotas. It was not necessary to use the word permanent 
to describe whatever was done. He felt sure however that it was possible to produce 
a satisfactory result which would in practice permanently take care of the New 
Zealand problem without prejudice to the Community's Common Agricultural 
Policy. 

Mr. Wilson said, in expansion of Mr. Brown's remarks about the adaptations 
which would be needed in British agriculture, that at present we had a programme 
of assistance to remoter areas of the country to grow beef and mutton, of which we 
were large importers. We paid substantial grants for this purpose. To the extent 
that the Agricultural Fund could be called on to support such operations the 
balance of payments problem would be limited. 



On the broader question it was, as M. Harmel had said, true up to a point 
that more attractive prices would result in greater production and smaller imports 
into Britain and this would reduce levy payments, but the danger was that, if 
Community prices stayed as at present, we would secure a wrong use of 
agricultural resources both in Britain and in the Community. We were already 
large producers of cereals. If there were an incentive to produce more cereals 
in Britain one result might be that we should actually export cereals. We 
certainly had no ambition to be the granary of Europe. He thought that resources 
might be better used in concentrating on livestock production, but this would be 
difficult because of the present price relationships within the Community. 

On the financial regulation M. Harmel had said that there were industrial 
gains to be set against the agricultural disadvantages. We had indeed tried to 
consider the pluses and minuses together. There would of course be changes in 
trade in industrial products. It would be easier for us to sell to the Community. 
But equally it would be easier for the Community to sell to Britain. These 
changes would certainly be very healthy. Most industrial experts believed that 
there would be increased trade in both directions but it was impossible to say 
quite how the balance would lie. But if we had to pay over £200 million as a 
result of the Common Agricultural Policy this would involve the acceptance of 
a crippling burden to make possible the changes in industrial trade. The way we 
looked at this question was that in the difficult and protracted negotiations within 
the Community the present members had produced a system of providing the 
necessary income to the Guarantee Fund to meet calls upon it. British entry, 
together with the entry of some other EFTA countries, would double the income 
of the Fund. But Britain, as a major importer of food, would have to pay levies 
equivalent to those paid by the existing members of the Community. There was 
therefore a case for a change resulting from the entry of a major food importer; 
but it would still be inequitable if the contributions to the Fund were merely 
scaled down proportionately, leaving Britain still to meet half the cost. 

M. Van Elslande said that there were two points which he would like to 
raise in connection with what had just been said by Mr. Wilson. The first was 
the question of levies and the second the reconstruction of British agriculture. 
He considered that levies should be looked at as part of the whole complex of 
financing the Common Agricultural Policy, although he could appreciate the 
concern which Britain felt about the impact of the levy system. At present only 
40 per cent of the Agricultural Fund came from levies, the other 60 per
coming from contributions from the member States of the Community.
key or breakdown of the 60 per cent was as follows: 

 cent 
 The 

8 -1 Belgium 
32 - 0 France 
31-2 Germany 
20-3 Italy 
0-2 Luxembourg 
8-2 Netherlands 

This apportionment would remain effective until 31st December, 1969, but the 
assessment thereafter would be open to negotiation. 

If he understood the position aright, Britain expended in all £250 million in 
deficiency payments and in subsidies for structural changes in British agriculture. 
The £100 million which was spent on the latter would be eliminated as soon as 
Britain entered the Common Market; she would also have access to the Guarantee 
Fund. This meant that the Community would be helping to pay for the 
reconstruction of agriculture in Britain. He thought this was a point to be kept 
m mind. It was not possible to say at present that the financial burden on 
Britain of adopting the Common Agricultural Policy would amount to £x. The 
adoption of the Common Agricultural Policy had to be seen in a global context 
m relation to the 40 per cent levies and the 60 per cent contributions. If Britain 
were to join the Community, the apportionment of the 60 per cent would have 
to be reviewed and discussed; and since Britain would save £100 million per. 
annum on reconstruction grants and would have the benefit of access to the 
rund she stood to gain rather than to lose by acceding. 
. Mr. Brown said that he would like to think that what M. Van Elslande had 
just said was the case. It did not, however, follow that all our production grants 



to farmers would lapse if we adopted the Common Agricultural Policy. It was 
not necessarily the case that the present members of the Community did not pay 
production grants to their own farmers. Moreover, even if there were any 
domestic budgetary saving, this would not help the balance of payments since 
payments would still have to be made across the exchanges into the Guarantee 
Fund. It was the question of exchange payments rather than the amount of the 
payments which was inequitable. Although the percentages were at present 40 
and 60, if Britain entered the Community and the system remained unchanged 
the 40 per cent in levy payments would be likely to increase and the 60 per cent 
in contributions from members would come down. Britain would be prepared 
to pay her fair share but would still have to pay over the exchanges an amount 
equivalent to the contributions of all the other present members of the Community. 
His conclusion was that, despite the encouraging words spoken by 
M. Van Elslande, further examination of the problem was required. 

Mr. Wilson said that, although M. Van Elslande had said that there was no 
guarantee that Britain would have to pay substantial amounts across the exchanges 
to the detriment of our balance of payments, there was equally no guarantee that 
we would not have to pay such amounts. 

M. Harmel said that the question of the figures had better be left in view of 
the need to bring the morning session to a close. The questions his Government 
had raised were not intended to complicate the problems facing Britain. He noted 
that the effect on the balance of payments of adopting the Common Agricultural 
Policy was the most important of the difficulties envisaged in Britain's accession 
to the Community. Study of the problems involved should continue and 
understanding of them should continue to be shown on both sides of the table. 

Mr. Brown said that he also wanted to put on record the question of arranging 
a form of association for Commonwealth countries in the Caribbean and in Africa 
if Britain joined the Community. He did not think that associated status for them 
would present a real difficulty. 

Mr. Wilson said that the discussion on the Common Agricultural Policy had 
been useful; further aspects of agricultural policy might be discussed in the 
afternoon, although most of the ground had been covered and it would not be 
necessary to go into details over the Commonwealth Sugar Agreement. 

The meeting adjourned at 11.45 a.m. 

RECORD OF A MEETING HELD BETWEEN THE PRIME MINISTER 
AND THE FOREIGN SECRETARY AND THE BELGIAN PRIME 
MINISTER AND THE BELGIAN FOREIGN MINISTER AT THE 
MINISTRY OF FOREIGN AFFAIRS, BRUSSELS, ON WEDNESDAY, 
1st FEBRUARY, 1967, AT 4 p.m. 

Present: 
The Right Hon. Harold Wilson, M P M. Paul Vanden Boeynants 
The Right Hon. George Brown, M P M. P. Harmel 
H E Sir Roderick Barclay M. R. Van Elslande 
Sir Burke Trend M. Robert Vaes 
Sir Con 0'Neill Baron J. van den Bosch 
Mr. A. N. Halls M. J. Van Der Meulen 
Mr. A. M. Palliser Le Vicomte Davignon 
Mr. C. M. MacLehose M. E. Grandry 
Mr. C. O. I. Ramsden Baron X. van der Straten-Waillet 
Mr. J. Wraight M. P. Van Haute 
Mr. T. Lloyd-Hughes 
Mr. D. J. D. Maitland 
Mr. N. Statham 
Mr. B. M. Thimont 
Mr. W. K. Reid 

M. Vanden Boeynants said that M. Harmel had given him an account of that 
part of the morning's proceedings at which he had not been present. He men 
invited M. Harmel to speak further. 



Community institutions 
U, Harmel said that the greater the number of members of the Community 

the more perfect its institutions must be. It would be inadvisable in these 
circumstances to regard the Commission as no longer possessing active 
responsibility—it must be allowed to function both de facto and de jure and know 
what its mandate was. With an increase in the number of states represented in 
the Council of Ministers, the proceedings for the conduct of their deliberations 
became more important. This was a question which had been considered at 
Luxembourg where the importance of the principle of majority voting had 
emerged. It was essential that this form of procedure should continue since, with 
the greater the representation on the Council, the greater would be the difficulty of 
securing unanimity in a vote. On the other hand, questions which had already 
been decided on the basis of unanimity could not be changed by a majority vote. 
For the future it should be the aim for all decisions to be taken unanimously, but 
where this was not possible, there would have to be a strict application of the 
provisions of the Treaty of Rome. The entry of a great State into the EEC, 
followed possibly by a number of others, would make it even more important to 
specify the institutional procedures which should govern discussions within the 
Community. 

Mr. Brown said that it must be recognised that the accession of new members 
to the EEC presented not a problem but a challenge to the rest of the Community 
even though the mechanics of its operation might become more difficult. Britain 
fully appreciated the argument for majority voting, although we considered it 
wrong for us to express a view on the subject while still outside the Community. 
If we entered the Community, we would be willing to operate any system of majority 
voting which was acceptable to the Community as a whole. 

M. Vanden Boeynants thanked Mr. Brown for his important statement of 
attitude and proposed that the discussion should now turn to monetary problems, 
capital movements and technology. 

Capital movements 
Mr. Wilson said that on the matters discussed in the morning relating to the 

Common Agricultural Policy and the position of our partners in the Commonwealth 
he had nothing to add. He now proposed to turn to the question of capital 
movements which raised certain difficulties for Britain if one looked at the precise 
terms of the Treaty of Rome. But we were more interested in what had happened 
in practice in the past than in the strict letter of the Treaty. 

The Treaty of Rome drew a distinction between direct and portfolio investment. 
As an example of direct investment, Mr. Wilson cited the example of a German 
firm setting up a subsidiary to carry out manufacturing on its behalf in France, 
Italy or possibly in Britain after entry into the EEC and providing the necessary 
capital. This was a situation which it was a corollary of the existence of the 
Community to permit and encourage. Upon entry into the EEC Britain might 
need a little time to operate the system as had some of the,Six at the outset of the 
Community: but we saw no real problem here. Freedom of portfolio investment, 
on the other hand, constituted a different question. At the present time Britain 
exercised a tight control over portfolio investment by its citizens in non-scheduled 
territories, i.e., those outside the sterling area; some countries in the EEC had no 
controls whatsoever over investment moving outside the Community and there was 
no general control such as that currently exercised by ourselves. Many people in 
Britain wished to invest in the United States and Latin America and were unable 
to do so now except under stringent rules. Freedom for British investors of 
portfolio investment in the EEC countries would enable money to go outside the 
Community, for example, to the United States. He did not regard it as a European 
task to provide investment capital for property deals in America—a country which 
could hardly be regarded as under-developed. Complete freedom from controls in 
this context could result in a very substantial drain of funds from Europe across 
the exchanges with a particularly adverse effect on Britain's balance of payments. 

There was a clear distinction between direct investment which encouraged 
trade and exports and portfolio investment which was of a purely financial 
character and sometimes highly speculative in nature. In his view the whole 
problem was capable of solution but only if the distinction between direct and 
portfolio investment were maintained. 
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M. Vanden Boeynants replied that Mr. Wilson's outline of the position went 
some way towards meeting many of the anxieties which had been felt in Belgium 
on this score and which had aroused considerable interest. He proposed to ask 
M. Harmel, who had already had some discussions with the Belgian Minister of 
Finance and other specialists, to explain how the Belgian Government saw the 
problem and what were their ideas regarding possible solutions. 

M. Harmel said that reports had been received from the Belgian Embassies in 
Rome and Paris on the economic situation in Britain with particular reference to 
the balance of payments as these subjects had been developed during the visits 
of Mr. Wilson and Mr. Brown to those capitals. The Belgian Government greatly 
admired the energy of the British Government in tackling these problems and 
they welcomed the prospect of Britain achieving equilibrium on its external account 
in the near future. 

The problem which had been raised by Mr. Wilson and which had now been 
passed to him by his own Prime Minister related to the question of investment. 
On this the Belgian Minister of Finance would wish to consider the matter further; 
but in the meantime he proposed to put forward some views which would reflect 
those of his financial colleague. He welcomed the distinction which the British 
Government made between direct and portfolio investment. He welcomed 
especially the fact that we saw little difficulty over the question of direct investment 
since this was vital for the expansion of engineering and technology, particularly 
in relation to the computer industry where Britain was currently in the lead. He 
appreciated that portfolio investment presented a more difficult problem in which 
both the Belgian Government and others were particularly interested since the 
Treaty of Rome provided certain specific safeguards. In his experience, however, 
such activities tended to be rather limited and not likely to produce effects injurious 
to national economies. Admittedly there was a risk in this for all, but Belgian 
experience so far had not assessed the risk as particularly serious. This was also 
a two-sided question: in addition to the situation which Mr. Wilson had described, 
there was the possibility of EEC monies being invested through Britain in the rest 
of the sterling area. He was, however, confident that a solution to the problem 
could be found. 

Mr. Wilson echoed M. Harmel's confidence that a solution could be found 
but noted that the problem existed despite the very clear exposition of the Belgian 
Governments view. He had already provided figures of Britain's current trade 
balance and the financial columns of reputable newspapers showed the present 
state of sterling and the general confidence in it. He expressed our appreciation 
of the help given by the Belgian Central Bank (which he was sure reflected the 
goodwill of the Belgian Government) during the first two years of his administration. 
The Labour Government had inherited in 1964 a balance of payments deficit of 
£800 million; this had been reduced to £320 million in 1965 and had been cut 
substantially again in 1966. The prospect for 1967 was that the British economy 
would be moving into surplus on external account. Any pressure on sterling 
normally arose from weakness in the balance of payments and for that reason 
it had been his Governments first priority to correct Britain's foreign exchange 
position. With this objective they had accorded priority to exports, had sought 
to avoid inflation by adopting a firm prices and incomes policy, and had imposed 
a control over excessive capital movements. 

The provisions of the Treaty of Rome, and the EEC arrangements generally, 
indicated that the Community were aware of the difficulty originally encountered 
by the Six in the liberalisation of capital movements. M. Harmel had suggested 
that that was a two-sided question and that investors in the Community would 
not want their thrift dissipated in third countries; but there was not really a parallel, 
since Britain controlled portfolio investment. It would be necessary for Britain 
to maintain controls over direct capital movements to countries outside the 
Community but only over a transitional period. 

Portfolio investment presented a more intractable problem. Our present 
controls meant that a British citizen who wished to sell his sterling shares and 
transfer the proceeds across the exchanges for the purchase of non-sterling securities 
could do so only by acquiring such shares already held by another British citizen 
through the investment currency market which operated at a discount against 



normal exchange rates. The discount served as a deterrent. To free the movement 
of portfolio investment would create a channel for British investment via the 
Community to third countries and Belgian experience did not provide a complete 
answer to the potential difficulty which he foresaw. Britain possessed a 
well-developed capital market; France was currently developing one and to this 
end had recently liberalised her capital movements. Mr. Wilson gave as an 
example of the kind of difficulty he had in mind the position of a British financier, 
linked with a United States company and with connections in the various monetary 
centres of Europe. Without strict controls money could flow out quickly from 
London via the EEC to the United States by virtue of the normal banking 
arrangements. This was a problem which the Community had not yet tackled. 
A solution might be found by providing, in agreement with the Community, that 
investment currency should be obtainable at a lower rate of discount or through a 
control of portfolio investment in EEC countries. But these were problems for 
discussion by experts in financial matters. 

M. Vanden Boeynants recognised that a real problem existed here both for 
Belgium and for many other members of the Community, although not on the 
same scale as for Britain. It was too technical to discuss in further detail at the 
present meeting although it was clearly necessary for it to be looked at by the 
Community whether Britain were to join or not. In his view the problem would 
be no more difficult to solve if Britain were a member than if she were not. It 
was a matter for experts and should be left to be dealt with accordingly. 

Mr. Wilson, in agreeing with M. Vanden Boeynants, added that the risk here 
to Britain was open-ended; at the same time, however, it must be recognised that 
there could well be an inflow of funds from the Community into Britain as was 
currently the case although the continuance of this situation could not be relied 
upon. Article 70, sub-paragraphs (1) and (2) of the Treaty of Rome provided for 
the Council of Ministers to co-ordinate action to prevent undue capital movements 
between members of the Community and third countries. In view of these 
provisions the question would be one for discussion between the British and 
Belgian Governments and other Governments in the Community; the Commission 
should also be associated with the discussion. 

Sterling 
M. Harmel then invited Mr. Wilson to discuss the question of sterling as a 

reserve currency, as he had apparently done during the talks with General de 
Gaulle in Paris. In the opinion of the Belgian Government there were both 
advantages and disadvantages in introducing a reserve currency into the monetary 
arrangements of the Community. Although they did not in any way feel the 
need for a reserve currency in the Community they considered the two main 
advantages of introducing sterling lay in (a) the international role of sterling with 
its monetary, trading and commercial emanations, and (b) the sophisticated financial 
techniques of London together with London itself as a great financial centre. 
These constituted the two positive aspects of sterling as a reserve currency. 

He then said that Mr. Wilson had been reported as having said in Paris that 
there could be burdens and charges as well as privileges and honours in having 
a reserve currency. Could Mr. Wilson amplify what he meant by burdens? For 
his own part M. Harmel regarded a reserve currency as also imposing a dual burden, 
one aspect serious and one less troublesome. Article 108 of the Treaty of Rome 
provided a remedy for a national currency in difficulty; but the Article was not 
drafted with a reserve currency in mind since none of the members of the 
Community maintained a reserve currency in the full sense of that term. Should 
difficulties in relation to sterling arise either in a Commonwealth country or in the 
sterling area generally, if Britain were a member of the EEC, it would be 
presumably incumbent upon the other members of the Community to help to 
shoulder the burden. It was therefore important for the British Government to 
indicate at the present stage how they envisaged that such a situation might develop. 
Secondly, if in the long term a single currency were to become a desirable feature 
for an integrated Community, the existence of sterling as a reserve currency within 
the Community might be a factor complicating this development. There appeared 
therefore to be a basic difficulty about introducing a reserve currency into the 
Community on which the views of Her Majesty's Government would be welcome. 



Mr. Wilson said that his remarks on sterling should not be treated as the views 
of an expert. To say that sterling was a privilege and an honour which had to be 
paid for was an incorrect report of what he had said in Paris. He had said that 
there might be some members of the Community who would think that there would 
be prestige in having a reserve currency. Britain did not think so. We looked on 
it as a banking problem with assets and liabilities. Bankers found themselves in 
difficulties if their liabilities had all to be met at one time. He did not think that he 
was betraying any confidence (since the series of talks was a continuing one) in 
saying that President de Gaulle had not taken a stand on the prestige argument. 

It might be useful if he said something about the role of sterling and sterling 
balances. In the first place, sterling was the currency of Britain and of her trade 
as the franc was of Belgium. Sterling was liable to be weak if the United Kingdom 
balance of payments was weak, and it was to the balance of payments of member 
countries that Article 108 of the Treaty of Rome referred. 

Sterling was also a reserve currency—but that was not a matter of prestige 
or honour. Sterling had acted as a reserve currency for members of the 
Commonwealth just as, in a similar way, the French franc had been a kind of 
reserve currency for former French territories in Africa. He supposed—though he 
did not know—that the Belgian franc had played a similar role in relation to the 
currencies of Belgian former colonies. The fact that a currency was a reserve 
currency was usually a stabilising factor. Several countries still kept in London 
substantial sterling balances for the purpose of guaranteeing their own currencies. 

Sterling was also a trading currency. When confidence in sterling had been 
low, some international financial and trading organisations, firms and currency 
speculators had run their sterling balances as low as possible but, with the renewed 
confidence in the pound, they had been increasing their sterling balances. Some 
speculators who had sold sterling in the summer of 1966 were now obliged to buy it 
back at a higher price. Sterling was used not only by those who needed working 
balances in order to settle their trade accounts but also by those who accepted 
sterling for settling third country transactions in which neither Britain nor sterling 
area countries were involved. For example, an enterprise in an Eastern European 
country might buy goods from South Africa and settle its account in sterling. 
Sterling was used in this way as a trading currency like the dollar and like certain 
other European currencies which were coining to be used more regularly as trading 
currencies. It was no secret that the French franc was being developed as an 
international trading currency. 

It might be suggested that, if sterling balances were reduced because trading 
countries and large enterprises ran down their working balances of sterling, this 
would create dangers for the Community, if Britainhad been admitted as a member, 
since, under Article 108 of the Treaty of Rome, something might have to be done 
to support sterling. There might be a fear that Britain would have to deflate and, 
as a member of the Community, drag the other member countries into deflation. 
But an analogy with the case of Italy when the lira had suffered from Italy's weak 
balance of payments-was inexact for the following reason. 

Even in periods of currency crises, sterling balances remained remarkably 
stable. Since the last war they had remained at a figure of around £4,000 million. 
It did not suit the convenience of countries with large sterling balances to run them 
down; indeed, in July 1966 sterling balances had risen instead of fallen. Moreover, 
protections were afforded by the Central Banks who worked together in order to 
avert sterling crises. In 1966, the Central Banks of Europe, including the Belgian 
Central Bank, had helped to keep the sterling balances very steady. 

Under the Basle Agreement, to which Belgium subscribed, pressure on 
sterling could be dealt with by pooling arrangements. This was a matter of 
regular monetary co-operation which was quite distinct from the Common Market. 
Furthermore, if sterling area countries reduced their sterling balances, we still had 
substantial assets; our overseas assets substantially exceeded the level of sterling 
balances. 



It was impossible for him to forecast the nature of any arrangement that might 
be reached with the Community on the future of the sterling balance system. He 
saw no cause for anxiety on the part of the Community in view of the substantial 
overseas assets we held. But if our friends in the Community invited us to join, 
we could discuss the matter of sterling balances with them, although no problem 
arose because our assets exceeded our liabilities. 

Various proposals had been made to fund the sterling balances and pay them 
off over a period of perhaps 50 years. That was a proposition which could be 
further considered although there were some inherent defects in M. Debre's 
suggestions. Other suggestions included one that the International Monetary 
Fund (IMF) should take over liability for the sterling balances. This was a question 
which could not be examined at the present meeting but might be looked at by 
the Group of Ten and the IMF. If the question of assets and liabilities could be 
put in a European context, the British Government would be prepared to discuss 
the matter with the Community. 

As regards the question what would happen if, in the longer term, the 
Community were to create a single European currency, the answer was that this was 
not ruled out by the British Government. Indeed, it might be more acceptable 
to Britain than to certain of the present members of the Community. It was 
possible that a way could be found of combining a single European currency with 
funding the sterling balances which might put an end to anxiety about their future 
for the rest of the 20th century. The fundamental point, however, was that the 
sterling balances could not be said to be a threat to the stability of the Community 
if Britain were to join it. 

M. Vanden Boeynants said that Mr. Wilson had given a very clear exposition 
on sterling. The Belgian Government had noted the explanations he had given 
and the stand he had taken on matters of principle. It should now be easy to 
refer the matter of sterling balances to the experts for further consideration if 
need be. M. Harmel had mentioned certain questions but he should add that 
there were other possibilities and other arguments being deployed in Belgium 
about the place of sterling in the world which had not been touched on in the 
present discussions. Mr. Wilson had given clear answers and the result had 
been substantial progress towards understanding. Unless there were experts 
present who wished to comment on sterling, he proposed that the discussion 
should now turn to questions of technology and Europe's lag behind the United 
States in technological development. 

Technology 
In Belgium the Prime Minister was responsible for the co-ordination of 

scientific and technological development. He had therefore been glad to read 
the statements on technology made by Mr. Wilson a few months earlier and a 
few days before the present meeting. In technological and nuclear matters the 
structure of European development was disappointing. There was great 
difficulty in doing things in common because of the individual interests of France, 
Britain and Germany, who preferred bilateral to multilateral co-operation. At 
present, a number of separate initiatives were under discussion. For example, 
President Johnson had established a commission charged with the task of looking 
at the reasons for the backwardness of technological development in Europe by 
comparison with the United States. A second initiative had been provided by 
Signor Fanfani's proposals for European or NATO collaboration in technology. 
The third initiative came from Belgium. He proposed that there should be a 
meeting at the end of February or in March of European Ministers of Science 
to discuss the problems of disparity in technological development and 

know-how ". The lag between the United States and Europe was becoming 
more and more disquieting. In 1966, M. Harmel had proposed in Paris the 
establishment of European co-operation, separate from the United States, in 
technology and space research. But Mr. Mulley, who had then been the British 
Minister of Aviation, had not given the proposal a very warm welcome. In 
July 1966 he had himself proposed the establishment of a European group for the 
exploitation of space satellites; again the British reply in November 1966 had not 
been very encouraging. Britain had a great contribution to make to European 



technological development and it could only reinforce the position of those who 

wanted to see her in the Common Market. He would like to know what the 

British view would be of the proposition Belgium would make at the meeting in 

February. If the Six had agreed on a co-ordinated policy, they would invite 

Britain to join them in developing this initiative. He would therefore like to 

know whether Britain would regard a technological community as distinct from, 

or the same as, the Economic Community. 


Mr. Wilson said that he had noted with interest that M. Vanden Boeynants 
was personally responsible for the co-ordination of science and technology. 
When he himself had formed his Administration in October 1964 he had 
established a new Ministry of Technology. Its task was to be responsible not 
for pure science but for the application of science to industry. It controlled 
the Atomic Energy Authority and was responsible for such industries as 
engineering, electronics, machine tools, motor cars and, most recently, aircraft. 
Its direct employment of industrial scientists and technologists was about the 
largest in the free world outside the American Department of Defense. As Prime 
Minister, he himself chaired a committee of Ministers concerned with science and 
technology. 

Turning to the initiatives which had been mentioned, he said that Britain 

welcomed Signor Fanfani's initiative because, like M. Harmel's it put the question 

of technology on the European map; technology had been neglected for too long 

in our international arrangements. But Britain doubted whether NATO was 

the right place for this initiative for reasons which it was not necessary to go into 

at the present meeting. 


As regards M. Vanden Boeynants' own initiative, he thought that it would 

be a good thing and that Britain would like to participate in it if it bore fruit 

and if it led to further scientific and technological discussions between the Six 

and Britain. Co-operation on space research and satellites must, like all other 

expensive projects, be properly evaluated for cost effectiveness. Britain played 

a full part in ELDO and ESRO, but in satellite technology Europe could only 

hope to limp a long way behind the United States and the Soviet Union. 

Expenditure on such costly projects must necessarily be a matter of priorities. 


European backwardness had been mentioned. If there was one area in 

which Europe was backward in relation to the United States, it was in the 

application of science to industry. He believed that, in pure science, Europe had 

as fine a record as any country in the world but fell behind in applying it to 

industry. He had often referred in his speeches to the tragedy of discoveries 

worked out in British laboratories (and he had no doubt that the same applied 

to European laboratories) being applied to practical use in the United States. 

As a result, Britain and Europe had to pay the United States royalties for the 

development of their own ideas. With this in mind he had established the 

Ministry of Technology in order to modernise -British industry and to apply 

science to industrial processes. 


Both in his speech at Strasbourg and at their morning discussion, he had 

referred to the computer and aircraft industries which were costly in research 

and development; if the results of the research and development could be sold 

only in a small national market the expenditure involved would not be worth 

while. Two years earlier, the British computer industry faced destruction at the 

hands of the United States computer industry. He had therefore asked the 

Minister of Technology to ensure that the British industry should be saved. It 

had now become viable and was indeed launching itself into Europe in competition 

with the American computer industry. By contrast, France, as he had mentioned 

in Paris the previous week, now had no independent computer industry. The 

same would be true of many other industries. Co-operation between Europe 

and Britain would be needed if we were to be competitive with the United States, 

If we did not co-operate, we should be second-class producers turning to 

conventional out-dated tools and machines and depending increasingly on the 

United States for the modern tools of industrial advance which it would be 

impossible for us to develop independently in our limited market. 180 million 

consumers in the Common Market could become 280 million if Britain and 

certain other countries joined the Community. These greaterfigures would 




allow us to compete on equal, indeed on more than equal, terms with the United 
States. Britain for her part was ready to engage in talks on technological 
co-operation—but at the end of the day technological co-operation would not 
succeed if the countries involved remained economically independent. 
Co-operation could only be effective if we had a joint market without tariff 
barriers. 

During their discussions in Paris, Mr. Brown and he had been told that 
bilateral collaboration would still be feasible even if Britain did not join the 
Community. The costs of research and development would be halved and the 
markets would be doubled—but in respect of collaborative projects on aircraft 
there was an assured market in the French and British armed forces. The same 
did not apply in the civil field. Willingness to co-operate in bilateral technological 
projects would lead to very little, unless there was an enlarged market for the 
results of collaboration. In other words, technological advance and the 
development of the Community went hand in hand. 

The question posed by M. Vanden Boeynants whether there could be a fourth 
community devoted to technology was a matter for those charged with the direction 
of the three existing Communities. There might be a case for superimposing it on 
EURATOM, which had been a slight disappointment. If the three Communities 
became fused into one, it would probably not be sensible to have a separate 
technological commmunity: instead there could be a technological arm of the 
fused community. Just as in Britain the Ministry of Technology aimed to integrate 
technological development and industry, so in a Community that included Britain 
there would be advantage in technology being integrated with the rest of the work 
of the Community. 

M. Vanden Boeynants said that he was particularly happy at what Mr. Wilson 
had just said because it coincided with his own policy on technology. He agreed 
that, if technology were to be applied profitably to industry, a market bigger than 
a national one was essential. For this reason, technological co-operation was a 
very live issue in Europe. He agreed that a market of 280 million consumers 
would give Europe a chance to compete with the United States and the Soviet 
Union. If Britain gave a favourable answer to the proposal that she should 
examine, together with the Six, the problem of the technological lag behind 
America, the discussion would not necessarily be limited to a mere exchange of 
views but could include the possibility of integrating markets. If Britain were a 
member of the Community, much of the preliminary work in creating a 
technological community would have been done in advance. 

Mr. Wilson observed that Britain and the United States worked together for 
technological advance, and the American Presidents and his own Chief Scientific 
Advisers collaborated closely. Nevertheless, our interests differed from those of 
America in building up European technology. 

Conclusion 
M. Vanden Boeynants observed that God helped those who helped themselves. 

Before adjourning to a more restricted session in order to continue the talks held 
after dinner on the previous evening, he wished to say how grateful the Belgian 
Government were to Mr. Wilson and Mr. Brown for visiting Brussels and 
exchanging views so frankly; he thanked all those who had taken part in such a 
positive, if brief, discussion. It had been a pleasure to welcome Mr. Wilson to 
Brussels for the first time and he hoped it would not be for the last time. 

Mr. Wilson thanked all those who had helped the progress of the talks and 
expressed his gratitude to the Belgian Government for their hospitality and for 
making so much time available for discussions. The talks had been brief but 
very thorough and represented an important stage in the series of talks with the 
Heads of Government of members of the Community. At the end of the tour, 
Britain and the Six would have important decisions to take. Britain would have 
to consider the experience of the present members of the Community and when, 
as he hoped, negotiations for entry to the Community took place, Britain would be 
well prepared and many of her problems would have been eased as a result of 
these informal talks. 

The meeting adjourned at 6 p.m. 



RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND 
FOREIGN SECRETARY AND BELGIAN PRIME MINISTER AND 
BELGIAN FOREIGN MINISTER IN THE MINISTRY OF FOREIGN 
AFFAIRS ON WEDNESDAY, 1st FEBRUARY, 1967, AT 6 p.ni. ' 

Present: 
The Right Hon. Harold Wilson, M  P
The Right Hon. George Brown, M  P
H E Sir Roderick Barclay
Sir Burke Trend 

 M. P. Vanden Boeynants 
 M. P. Harmel 

 Baron J. van den Bosch 

Sir Con 0'Neill 
Mr. A. N. Halls 
Mr. A. M. Palliser 

" Building Europe "  : Further discussion 
M. Harmel said that he would like to pursue a little further the suggestion 

which M. Vanden Boeynants had mentioned to Mr. Wilson and Mr. Brown in 
their private discussion on the previous evening. The feeling which had prompted 
this proposal was that, if there was mere stagnation so far as the development 
of European political " construction" was concerned, this might create, or 
aggravate, an internal problem in Germany. This was something to be prevented, 
if possible; and the Belgian Government therefore wanted to be assured that any 
step which they took to advance the development of some kind of political 
structure in Europe would not be in a direction of which the British Government 
would disapprove. It was for this reason that M. Vanden Boeynants had asked 
whether the British Government would see any objection if the Belgian 
Government ventilated with the rest of the Six the idea that, as regards a limited 
list of subjects (which would exclude military questions), it might be possible to 
promote between all the countries with a European " vocation" some 
understanding or agreement that they would take no action as regards subjects 
in this list without prior discussion and, if possible, agreement between themselves. 
The possibility of economic collaboration with Eastern Europe was one example 
of the type of subject which might figure in a list of this kind. 

If this idea was to be launched, however, it must be a serious idea, in the 
sense that the understanding or agreement which it envisaged must be serious in 
intention and the subjects on the list must be serious in nature. Subject to this 
proviso, however, the proposal could be a valuable test of the goodwill of those 
invited to take part—whether they were members of the EEC or not—towards the 
concept of a further move towards political unity in Europe. But, if the British 
Government had doubts about the whole project, the Belgian Government would 
think very carefully before they took any action. Meanwhile they had consulted 
Holland and Luxembourg; but they had said nothing to the Italians or in Bonn 
or in Paris. 

Mr. Wilson said that he noted and appreciated the confidential nature of 
M. HarmeFs remarks. He would like to ask two questions: 

(a)	 Would the subjects on the list be exclusively European in nature; or 
would some of them extend beyond Europe, to include issues arising 
in, e.g., Africa or the Middle East? 

(b)	 Had the Belgian Government any inkling of the probable French reaction 
to their proposal? 

M. Harmel replied that, as regards Mr. Wilson's first question, the Belgian 
Government had not yet defined the list of subjects with any precision. All that 
they knew was that it must be short—the whole enterprise would be an 
experiment and must therefore not be too ambitious at the outset. But another 
example of the type of subject in mind would, be the preparation of a European 
position on some issue to be discussed at an international conference. In this 
sense the subject matter need not be exclusively European. 



Mr. Wilson intervened at this point to add a third question. Would the 
countries who would be associated with the EEC in this enterprise include, or 
PYrlude those European countries which were politically neutral and were not 
members of NATO ? 

M. Harmel replied that he could perhaps answer Mr. Wilson's second and 
j d questions together. So far as the French attitude was concerned, the 

Belgian Government had long since stopped consulting the crystal ball. He 
could say, however, that on a recent occasion in Paris an idea of this general 
character that he had put forward had been reasonably well received by 

tn r

M. Couve de Murville. That was the only olive branch to which he could point; 
he could not forecast the final French attitude. 

He continued that all progress towards greater European political unity must 
be on a coherent basis aiming at a total result. Because it must be coherent, it 
could to-day include only Western, and not Eastern, Europe. But, if it was to 
be total it must to some extent cover defence. It followed that all taking part in 
progress towards such unity must be prepared to play their part in the common 
defence. This meant in turn that neutral States, if they wanted to play their part, 
must give up their neutrality. The conclusion he reached was that the process 
would have to be started more or less on the basis of the European members of 
NATO. 

Mr. Brown said we would like to think about the Belgian proposal. His 
immediate feeling was that the kind of project M. Harmel was contemplating might 
offer too many people too much opportunity for delay. But he would like to think 
it over. 

Mr. Wilson remarked that to some extent what M. Harmel was proposing 
was, in spirit, like the Belgian Prime Ministers recent proposal on technology. 
Part of the purpose, it seemed, would be that not only the Six but others too should 
begin working together to prepare for the day when they could all act together 
from within a single organisation. This seemed in principle a good idea. 
Meanwhile he would be grateful if the Belgian Foreign Minister could give him 
some idea of what he expected the results of the meeting of the Six in Rome to be. 
He himself had said the night before that he hoped this meeting in Rome would 
not lead to an agreement to embark on a search for political union which might 
delay our entry, perhaps for a long period. For some people might want delay. 
Mr. Wilson concluded that the British Government must think over what 
M. Harmel had proposed. They would no doubt meanwhile want to go ahead; 
and he hoped they would keep us in touch. 

Mr. Brown enquired whether M. Harmel thought his rather limited plan would 
really have much appeal to the German Government. But yet, if a more ambitious 
plan were evolved which might appeal to them, would it not risk opening up too 
many complications? 

M. Vanclen Boeynants summed up with three points. First, whether these 
proposals would appeal to the Germans only they could say., Second, it would be 
most unwise to put forward such an initiative unless it was sure of success. It was 
for this reason that the Belgians thought of trying to persuade the Germans to put 
the idea forward, since they thought it would have a better chance of success if 
the Germans did so. Therefore, all Six, including the French, must be agreed 
before the meeting in Rome to move ahead on this basis. Third, Mr. Wilson's 
analogy with his proposal on technology, was not quite exact, though pretty close. 
The Belgian Governmenfs objective with this political proposal was to give both 
Germany and Europe a psychological shock. But the motive underlying his 
technological proposal was present, too; for, if the Six passed on their proposal 
to Britain, and Britain accepted it, then this would constitute a large positive factor 
in favour of British accession to the Community. He could in any case assure 
Mr. Wilson that the Belgian Government were determined not to allow an 
enterprise of this kind to develop in such a way as to threaten delay to the possibility 

;of British entry to the Community.
M. Vanden Boeynants concluded that it was natural that the British 

Government should wish to think over the Belgian Governmenfs proposal. But 
he hoped that they would be able to give a reaction very soon. For he did not 
think it was likely that the Belgian Government would wish to go ahead without 
British approval. That was why they had not yet mentioned their ideas to the 
Germans, Italians or French, but only to their Benelux colleagues, the Netherlands 
and Luxembourg. 
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RECORD OF A CONVERSATION BETWEEN THE PRIME MINISTER 
AND THE FOREIGN SECRETARY AND MEMBERS OF THE EEC 
AND EURATOM COMMISSIONS, AT 21 AVENUE HENRI PIRENNE 
BRUSSELS, ON WEDNESDAY, 1st FEBRUARY, 1967, AT 2.30 p .  ' m

Present: 
The Right Hon. Harold Wilson, M P M. Pierre Chatenet 
The Right Hon. George Brown, M  P Dr. Sicco Mansholt 
Sir James Marjoribanks M. Robert Marjolin 
Sir Burke Trend M. Jean Rey 
The Hon. Sir Con 0'Neill M. van der Groote 
Mr. A. N. Halls Dr. Axel Herbst 
Mr. C. M. MacLehose 
Mr. A. M. Palliser 
Mr. N. Statham 

Form of negotiation 
Mr. Wilson said he would welcome the opportunity of a more general 

discussion to follow up the separate discussions which he and Mr. Brown had had 
with the Commissioners during lunch. He wished to enquire what the 
Commissioners thought of the desirability of an eventual resumption of our former 
negotiations as opposed to our making a.new application. Mr. Brown added that 
if, when Her Majesty's Government came to decide their next move in the light 
of the discussions currently taking place, they took a decision to go ahead, the 
tabling of a new application would be a matter of some considerable importance. 
We would not wish to risk a second veto. To resume the suspended negotiations 
might be an alternative. He did not say that Her Majesty's Government would 
wish to do this but merely enquired whether they could do so. Dr. Mansholt said 
that this was a juridical rather than a political question but, in his view, speaking 
politically, he thought it would be difficult merely to resume negotiations. He 
personally would be against a resumption; the political decision taken by Her 
Majesty's Government in these circumstances would, he thought require a new start. 

Mr. Wilson agreed that a major political decision would be involved but he 
would like to know what the juridical position would be. If we were to join the 
Community we should carry out our obligations to the full. We would not therefore 
wish to start off in a bad juridical position. But he thought that Mr. Brown was 
right in that, if a new formal application were made and we were rebuffed once 
again, it would be very difficult to contemplate a third attempt. Would it not 
therefore be better to resume the suspended negotiations? 

M. Marjolin agreed with Dr. Mansholt. If we said we wished to resume 
negotiations he was not sure that the psychological reaction would be good on the 
part of all the Six. Each of the Six would wish to have a say in the decision. 

Mr. Wilson suggested that perhaps his purpose in raising the question had been 
misunderstood. Certainly we would only negotiate if we thought there was a 
good prospect of getting in. But we would like to be able to start the negotiation 
without stumbling over the juridical objection that we had taken the wrong 
decision as to resumption or a new negotiation. Mr. Brown said that much would 
depend upon what we knew of the real intentions of the Six by the end of the 
current round of discussions. We knew generally the attitude of the Five. We 
were less certain of the French attitude. If we could be certain of that, then Her 
Majesty's Government could take their decision and it would perhaps not matter 
greatly whether a resumption or a new negotiation were asked for. If there were 
however a large area of uncertainty, then we might have to choose between a form 
of pre-negotiation, which he personally would not like, and risking an application 
which might be turned down. The point was that if we made a new application 
and were turned down, we might be driven into other courses. 



Dr. Mansholt repeated his view that a fresh start would be better since he 
thought that to resume negotiations would bring out all the old files and dossiers, 
even though, he agreed, not everything in them still had to be regarded as 
applicable. 

Mr. Brown agreed that perhaps, since we did not wish to go into the same 
detail as in the 1961-63 negotiations, there might be some advantage in starting 
afresh; much would however still depend upon what one knew of the probable 
outcome. Mr. Wilson enquired whether the Community had any legal advice 
indicating whether a resumed or a new negotiation was more appropriate. 

Mr. Chatenet said that both possibilities were open from a juridical standpoint. 
It was quite clear that in 1963 the negotiations had merely been suspended. The 
decision was therefore a political one. M. Rey added that certainly the 1961-63 
conference had pnly been adjourned, and could be resumed. If resumed, it would 
probably have to begin immediately at varying levels, both of experts and Ministers. 
But he wondered whether at the end of the present round of discussions, if it 
seemed that a reasonably satisfactory solution could be expected, we would find 
everyone ready to negotiate immediately. There might still be some problems 
requiring further discussion before a proper negotiation could start. Mr. Wilson 
said that this brought us back to the question of a pre-negotiation. We would 
certainly not wish to embark on a formal negotiation if the spirit of any of the 
Six suggested that at the end of the day we would still not be able to enter the 
Community. We had made clear that we wanted to treat this question as a matter 
of high political importance. His own and Mr. Brown's visits to Community 
capitals showed that we had it in mind to deal with the question on a political 
level without becoming involved in minor technical detail. We wished to maintain 
the political momentum and did not want long technical negotiations at any level. 
If some things still remained to be overcome, he and Mr. Brown might need 
to renew their approach. He was sure that General de Gaulle recognised that 
we were treating the question as a political one. 

M. Marjolin said that he could see no significant difference between a 
resumption and a new negotiation. In either case, if we failed, there would be 
extreme discouragement. If we resumed and failed it would be difficult to envisage 
a second resumption. The big question was whether after Her Majesty's 
Government had evaluated the present round of discussions we could apply for 
a negotiation or whether further conversations might be required. Dr. Mansholt 
added that, even though Her Majesty's Government might say that they wished 
to resume negotiations, the Community might prefer new negotiations. This 
question could conceivably be discussed in a pre-negotiation. 

General problems 
Mr. Wilson said that we were still not half way through the round of visits to 

Community capitals. The problems however seemed to be— 
(a)	 agriculture and the Commonwealth, which had many aspects, but the 

central difficulty in which was the financial regulation. Among 
Commonwealth aspects New Zealand was perhaps the most important; 

(6) capital movements; 
(c) problems	 which we ourselves did not see as difficulties but which were 

in the minds of other members of the Community, such as the sterling 
balances and the role of sterling as a reserve currency. He felt sure 
that the difficuties here resulted from a misunderstanding of the real 
position; and 

id) possibly, regional policies. 
But in addition to all these he thought there was a feeling among some of the 
Six that the Community was now a cosy, nicely arranged organisation, the serenity 
of which could only be disturbed by the advent of ourselves and some other EFTA 
countries. Their thought was that to widen the Community would be to weaken it. 
We contested this view. If the Community were regarded as a train, it was our 
intention to add more coaches and provide a more powerful locomotive. We 
certainly did not intend to tear up the tracks or change the signals. He wondered 
whether the Commissioners would care to comment on this aspect. 

Mr. Brown added that the issues were clearly narrowing. He agreed that the 
sterling problem still required to be fully understood and that, as understanding 
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grew, it would be seen to be less of a barrier. Finance arrangements under the 

Common Agricultural Policy were also a difficulty. But the problem which 

Mr. Wilson had mentioned was perhaps beginning to bulk largest in importance 

Some in the Community perhaps felt that the accession of new members would 

only present fresh difficulties. The question was really whether the Community 

should be open to new accessions or whether the Community was frightened of 

additional members. 


Dr. Mansholt commented that there were different points of view within the 
Six, The Six had had plenty of difficulties in the past but they were now bound 
together. But his opinion was that if the Community were not expanded then 
the only alternatives open to it were to make association arrangements with other 
countries or to establish a kind of free trade area. These alternatives seemed 
to him to present a greater danger than the expansion of the Community. 
Certainly the accession of new members would bring with it the need for a new 
running-in period. After that the political development of the Community might 
perhaps proceed. His own attitude was therefore that the Community should 
expand; he thought there was no real choice. 

Mr. Wilson enquired whether Dr. Mansholt implied that perhaps a period 
of associate membership might be necessary as a transition to full membership. 
We ourselves thought this would be totally wrong. But he judged rather that 
Dr. Mansholt felt that the Community would be weakened by a number of loose 
associations not by a number of additional countries becoming full members. 

Dr. Mansholt confirmed his view that a series of associations would be 
extremely dangerous to the Community, thought there, were some cases where 
association would be necessary, e.g., Switzerland and Sweden. 

M. Rey added that the Community had faced the same problem in 1961; the 
Council of Ministers had taken a favourable decision to negotiate, not only with 
ourselves but with Norway, Denmark and Ireland, for full membership. But he 
thought the most important'aspect was the strength of the Community's institutions 
If a community of ten members or more worked on the basis of unanimous voting, 
then the Community must become like the OECD. If, on the other hand, the 
Commission were able to continue the exercise of the power provided to it under 
the Treaty of Rome, and majority voting were the rule, then the Community could 
continue to develop. 

Mr. Wilson commented that whatever obligations we undertook we should 
certainly carry out within the Community. 

M. Rey repeated that, compared with all the other European organisations-
OECD, Council of Europe, WEU, even Benelux—the Community was only one 
' able to carry our strong policies; this was because of their strong institutions. I
 
was necessary to maintain the dynamism of the Community. 


M. Marjolin said he thought that if Britain established links with the 
Community it should certainly be in the form of full membership and not 
association. The Community would certainly be'strengthened by our accession. 
He was sure his colleagues would agree. But there was a problem arising from 
the mechanical difficulties of running a larger Community including not only 
ourselves but Ireland, Norway and Denmark. These difficulties increased in a 
geometrical progression as the number of members grew. On top of this there 
would be the difficulties of making arrangements for the association of all other 
European countries. Once Britain was in it would be impossible for the 
Community to discriminate against anyone in Europe. Arrangements would have 
to be made for Austria, Switzerland, Sweden, Portugal and Spain. Any association 
in turn limited one's freedom of movement, and he thought the danger of the 
Community's degenerating into something like the OECD—which had been able 
to deal only with trade and commercial problems, but to make no further significan 
progress—was a real one. 

Agriculture 
Mr. Wilson said he thought that, as time was drawing on, it would be as well 

to discuss the agricultural question. 
Dr. Mansholt said that, although the Commission had had definite views in 

1964 on the shape of a definitive arrangement for Community agricultural financing, 
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He was sure his colleagues would agree. But there was a problem arising from 
the mechanical difficulties of running a larger Community including not only 
ourselves but Ireland, Norway and Denmark. These difficulties increased in a 
geometrical progression as the number of members grew. On top of this there 
would be the difficulties of making arrangements for the association of all other 
European countries. Once Britain was in it would be impossible for the 
Community to discriminate against anyone in Europe. Arrangements would have 
to be made for Austria, Switzerland, Sweden, Portugal and Spain. Any association 
in turn limited one's freedom of movement, and he thought the danger of the 
Community's degenerating into something like the OECD—which had been able 
to deal only with trade and commercial problems, but.to make no further significant 
progress—was a real one. 

Agriculture 
Mr. Wilson said he thought that, as time was drawing on, it would be as well 

to discuss the agricultural question. 
Dr. Mansholt said that, although the Commission had had definite views in 

1964 on the shape of a definitive arrangement for Community agricultural financing, 




 agreement had only been made to the end of 1969. This was the arrangement 
under which 90 per cent of the levies were transferred by member States to the 
Community, and the short-fall made up according to a fixed key. From 1970 
onwards the only thing decided as regards the financing of the Common Agricultural 
Policy was that the levies would be part of Community funds to be used for 
Community purposes (Community regulation No. 25). There was nothing decided 
about charges on member countries. All that was firm was that levies had to go 
to Community funds and member countries could not retain them themselves. 
This was partly because it was obviously impossible for example for the Dutch 
Government to retain levies on imports into Rotterdam destined for consumption 
in Germany. The Community would have to negotiate In 1969 (perhaps starting 
in 1968) the post-1969 regulation. He hoped that the Community would in any 
case bring Britain into any negotiation. It would not be wise of the Six to make 
a further regulation and then have a subsequent negotiation with Britain. 

He would give some figures based on a Community expanded to include not 
only Britain but Denmark, Norway and the Irish Republic. He calculated that 
on the basis of contributing 90 per cent of levies our payments would amount to 
$685 million. But the 90 per cent limit had been agreed only up to 1969. If all 
levies were transferred our contribution would be $760 million. The Commission 
calculated for a budget of $1,800 million for the Guarantee Fund. To this would 
need to be added about $100 million for interventions in Denmark, Norway, etc., 
$285 million for the Guidance element of the Fund, and some expenditure in the 
area at present covered by the European Coal and Steel Community—say a total 
budget of $2,200 million. 

He calculated that Britain would pay 35 per cent of the total budget, Germany 
20 per cent, France 20 per cent, Italy 12 per cent, others smaller amounts. [It is 
not possible to build up a coherent picture on the basis of the figures Dr. Mansholt 
quoted, but his figure of 35 per cent for the British share of the total fund seems 
to relate to levy payments alone, and to exclude any additional payment under a 
fixed key; though this is hard to square with what follows.] His own calculation 
also showed that if 90 per cent of levies were transferred and we paid nothing under 
the fixed key we would still be paying 34 per cent. He did not want to draw any 
conclusion from these figures; but anyone could easily draw their own. 

Mr. Wilson said that we would not be likely to get much back from the 
Community's Agricultural Fund, so that there would be little compensation in the 
field of balance of payments. He would be interested to know how far we might 
expect to get help from the Community for production grants for hill farmers. 
But surely a split of 35 per cent, 20 per cent and 20 per cent between the three 
main contributors produced an intolerable situation. 

Dr. Mansholt nodded his assent and commented that the arrangement of 90 per 
cent transfer of levies plus a fixed key was suitable only for the Community of Six. 

a n

M. Marjolin enquired what would be the proceeds from the levies once Britain 
and the other EFTA countries were inside the Community. 

Dr. Mansholt replied that at present levy income from the Six was calculated 
to amount to $590 million. Because some of their present imports came from 
Denmark, Britain and Ireland, and these would not be leviable after the entry 
of these three countries into the Community, there would be a reduction of around 
$70 million in the amount raised in levies by the Six. Britain would produce about 
$760 million in levies, Denmark and Norway each about $20 million. This produced 
a total of $1,300 million towards the estimated budget which he had mentioned 
earlier of $2,200 million. The figure of $760 million which he had quoted for 
Britain took into account the fact that some imports which Britain currently took 
from third countries would be switched to Community sources. 

Mr. Wilson said that we already produced 13 million tons of cereals and 
imported 7 million tons to cover our consumption of around 20 million tons. We 
calculated that by 1971-72, as members of the Community, with prices at their 
present levels, we would need about 23 to 24 million tons of cereals (some of the 
addition attributable to increased requirements for feeding stuffs) of which we 
would produce about 20 million tons, importing only 3 to 4 million tons. 

The meeting concluded at 3.20 p.m. 



RECORDS OF CONVERSATIONS IN BONN 


RECORD OF A MEETING BETWEEN THE BRITISH PRIME MINISTER 
AND THE FOREIGN SECRETARY AND THE FEDERAL GERMAN 
CHANCELLOR AND FOREIGN MINISTER IN THE PALAIS 
SCHAUMBURG, BONN, ON WEDNESDAY, 15th FEBRUARY, 1967, 
AT 10 a.m. 

Present: 
The Right Hon. Harold Wilson, M P Dr. Kurt Georg Kiesinger 
The Right Hon. George Brown, M P Herr Willy Brandt 

Mr. Lederer (Interpreter) 

Opening remarks 
Dr. Kiesinger welcomed Mr. Wilson and Mr. Brown. He considered it a 

good omen that Mr. Wilson should be the first head of Government to visit Bonn 
since he had taken office as Federal Chancellor. 

Mr. Wilson expressed his thanks and suggested that there were one or two 
questions other than the Common Market—in particular his conversations with 
the Russians the previous week—which could be discussed perhaps after dinner. 

Herr Brandt suggested that representatives of both sides might meet and 
discuss two other matters at some point during the day: (1) non-proliferation and 
(2) tripartite talks between the Federal Government, Britain and the United States 
on the offset problem. 

Mr. Wilson agreed. The main object of the talks would of course be the 
Common Market issue, and on this he wished to raise a question of procedure. 
Should he first give an expose of the problems as he saw them and talk about the 
previous visits which Mr. Brown and he had made and should there then be 
questions and comments on the German side, particularly on the more important 
problems and on the likely reactions of Germany's partners in the EEC? He 
would like to have the advice of the Federal Government on tactics, particularly 
as regards timing and method of approach. 

Mr. Wilson then rehearsed his view of the issue. With the full authority of 
the Cabinet, he had set out the British position in the House of Commons on 
10th November, and he had said that we meant business in, our approach to the 
Community. This statement had been very quickly welcomed by the Federal 
Government. There were some difficulties, but these could be overcome; he felt 
that the first three visits which had taken place had reduced these difficulties. Some 
still existed, but these were not as formidable as they had seemed previously. 
Some of the biggest problems to which answers would have to be found were in 
the agricultural field; the Common Agricultural Policy's financial regulations 
would probably present the greatest difficulty. Regional policies in Britain 
provided another but less worrying problem. There were still big Commonwealth 
problems, but there was a will to solve them and there was a great deal of 
understanding on the part of the Commonwealth countries. Public opinion in 
Britain backed the Governmenfs policy and the EFTA countries were also at one 
with the British Government, although he was, of course, not speaking for the 
other EFTA countries. There were admittedly some reservations on the part of 
some EFTA countries, but in general they were in full agreement with the British 
initiative. Over the past three or four months the emphasis in Britain had shifted 
from the economic to the political aspect of joining the Community, which he 
had stressed in his Strasbourg speech and which could be summed up in three 
words: unity, strength and independence. The order of these words was of no 
particular importance because they all went together. If Britain joined the 
Community, she would not weaken it but would strengthen it. If she proved able 



to join, Britain intended to carry out the obligations of the Treaty of Rome; the 
Treaty of Rome as such offered no obstacle to us. The British Government felt 
that their own adhesion to the Treaty of Rome and that of at any rate some of 
the other EFTA countries would deepen and widen the cohesion of Europe; it 
would certainly not weaken Europe either economically or politically. On the 
contrary it would be a source of strength, by creating a larger market and widening 
technological knowledge. This was something which Britain could contribute 
and which Germany also contributed. Mr. Wilson instanced the scope for the 
development of technological co-operation in the field of civil and military 
aircraft, which would also make Europe economically more independent of the 
United States. Politically Britain had the same feelings towards the United States 
as the German Government had. We were just as attached to the Atlantic Alliance 
as the German Government, but we drew a distinction between the United States 
Government on the one hand and American business on the other. 

We believed that, if we could build up Europe,.this would help to reduce 
East-West tension. The German Government had recently taken important 
initiatives in this direction. If we could achieve this detente, Europe would be able 
to play a bigger role in world affairs and in the United Nations. 

The British Government had not yet taken a decision whether to negotiate 
to join the Community nor would they until the visits to European capitals were 
completed. We knew that there were various difficulties in the minds of some 
Governments of the Six. But so far he and Mr. Brown had been encouraged by 
the results of their visits, including the one to Paris. They had not hoped to open 
the door there but they felt that they had managed to dispel some of the difficulties 
and misunderstandings that had existed there previously. 

Mr. Brown said that there had emerged a few areas in which Britain would 
need to ask for more than a transitional arrangement. One case was New Zealand 
where some permanent arrangement would have to be made; another was the 
amount of the agriculture levies. The transitional periods would differ in length 
according to the issues involved. We should feel easier if we could be assured 
that there would not be a veto on our application for membership of the 
Community. 

Germany's attitude 
Dr. Kiesinger said' that his Governments attitude was well known. They 

had made it quite clear in Paris that they desired British adherence to the EEC 
for a variety of reasons. But they felt obliged to ask the question which all those 
must ask who wanted full European union, in economic, social, agricultural and 
other fields, namely whether Britain had the same will as the others to advance 
the European Economic Community to full economic union and to all that that 
implied. Matters had developed beyond the letter of the Treaty of Rome and 
it was the firm intention of the Six to move on from the stage of a customs union 
to that of an economic union and finally, although this was not a matter of active 
discussion at the moment, to political union. If was still open whether such a 
union would take on a federal or confederal character. The question therefore 
was whether Britain was as fully determined as the members of the Community 
to reach this goal. He repeated that Germany wanted Britain to join the 
EEC and wanted her to join with the will to reach a full implementation of 
European economic union. 

Mr. Wilson said that the answer to that question was clear. He had said in 
Paris that we envisaged joining a developing Community. Nothing was static 
and he believed that General de Gaulle recognised that a static Community 
implied death and decay. Therefore we must go forward. Our position was that 
we wanted to join the Community as it was and to go forward with it. The 
Community was still in a transitional stage, being in effect a free trade area with 
many aspects of a Common Market, but it was not yet complete. As regards 
the merger of the three Communities, our position was that, if by the time we 
negotiated to join there were still three Communities, we would join the three; 
but if the three Communities merged at an early stage, we would join the merged 
Community. 

We would contribute to it our technological knowledge. By this he did not 
mean that a separate technological Community should be set up. , A case might 



be made for adding a fourth Community or perhaps modifying EUR ATOM 

accordingly; but it would obviously be more sensible to have one Community with 

 technological bias. The Communities must move forward and Britain would 

not be amongst those who would be trying to hold them back. Logic and history 

taught us to recognise that, wherever there had been close economic union, it 

had led on eventually to political union of one form or another. Just as the 

speed of a naval convoy was regulated by the slowest ship, so the progress of the 

European Economic Community would depend on the slowest member. We did 

not propose to be the slowest member. However it was too early to envisage 

what the situation would be in 10 years' time. By then the tension in Europe 

might have eased. Both Britain and Germany had recently made strenuous efforts 

to reduce tension. If their efforts bore fruit, it would make people more politically 

conscious of the European idea. Britain wanted to get on to the Community 

train, wanted to make sure that it was going in the right direction and wanted 

to help to drive it. 


a


The French attitude 
Mr. Wilson said that, speaking very frankly, he could say that, at the half-way 

mark in the tour of Community capitals, much would depend on the German 
Governments influence in Paris. Britain did not want to put any strain on 
Franco-German relations (to which she attached great importance). We all had 
too many memories of the past to forget the importance of those relations. He 
believed that France was now anxious to have Britain close to Europe but was 
probably not yet ready to go all the way. Germany's influence could be decisive. 
In Paris President de Gaulle had said that he had been much impressed with the 
earnestness of our desire and he felt that we were now ready to moor the British 
ship alongside the European quay. This was an important move forward from 
1963 when General de Gaulle had said that Mr. Macmillan's Government was 
not ready to do so. At any rate there seemed to have been a development in 
General de Gaulle's conception of our thinking. The idea of mooring a ship to 
a quayside did not convey the idea of full integration but at any rate it seemed 
to be a step in the right direction. 

All those to whom Mr. Brown and he had talked so far, including the 

European Commission, had been very helpful. But they felt that perhaps in the 

Commission and in one or two of the Member Governments there might be a 

feeling that after 10 years of development the Community had turned into a cosy 

family home which newcomers might upset and which, if they were admitted 

to it, might never be the same again. Perhaps that was why General de Gaulle 

talked of a new house. Some of the difficulties over Britain's admittance might 

be due to a resistance to change rather than to anything else. 


Mr. Brown intervened to say that the Federal Government could help us 
in discouraging any search for some new solution. General de Gaulle had 
suggested association, but we had clearly rejected that idea and we felt that, if 
we could enter the Community during the presentflexible world situation, this 
might enable Europe to have a greater impact on world events. 

Dr. Kiesinger said that his Government had had long discussions with the 
French about Britain's desire to join the EEC. He had himself raised the subject, 
had drawn General de Gaulle's attention, to our declaration of policy, and had 
informed him that he had received a letter from the leaders of German industry 
urging him to support Britain in her initiative. He had also told General 
de Gaulle that it had always been Germany's objective to include Britain in the 
EEC. General de Gaulle had then put forward his point of view firmly and 
energetically and had repeated all his arguments against Britain's entry at the 
present moment. He had spoken with great friendship and with respect of Britain 
but had said that Britain and some of the countries she would bring in her wake 
might well destroy the essence of the Community which might be reduced to no 
more than a free trade area. This was admittedly possible but France, like her 

a r t n e r s'
rlV e P  wanted a real Community, and General de Gaulle did not believe 
t a i  n w o u l  d
h A  ,  accept all. the implications of that. Since then Dr. Kiesinger 

nad learned with great interest that, as a result of Mr. Wilson's visit to Paris, 
general de Gaulle was now convinced of Britain's serious will to join Europe, 
inis was decidedly a step forward. As to the possibilities of the influence which 



Germany might bring to bear on French policy, and especially on General 
de Gaulle, he had explained German opinion on these matters to the General. It 
had been his intention from the beginning that nothing should be left vague 
between France and Germany as had unfortunately been the case in the past. 
There were differences of opinion between the French and German Governments 
over NATO, the stationing of troops on German territory, and the entry of 
Britain into the Common Market. On these three issues the French and German 
Governments had noted that they were not in accord in the communique issued 
at the end of their talks. Nevertheless the French and German peoples could 
work together politically despite these differences of opinion. This was a 
significant development because, since the conclusion of the Franco-German 
treaty of friendship, a great deal of misunderstanding had arisen because their 
relative positions had not been made sufficiently clear. Revived Franco-German 
friendship was a tender plant which had to be treated with great care, not only 
because of the importance of their relationship to the two countries themselves, 
but also because these relations were of importance to the whole of Europe'. 
It remained to be seen how the French and Germans could set about the questions 
on which they did not agree. The issue of British entry into the EEC was one 
which he hoped would not last for ever. 

How could the Germans exert an influence in Paris? He did not believe that 
they could impress General de Gaulle by attempting to bring pressure to bear on 
him, for they knew his personality and how strongly he felt about certain things. 
Nor did he think that it would be good for Germany to exert much pressure so 
soon after overcoming the unpleasantness which had existed between France and 
Germany. But his Government could try to convince the General by producing 
good arguments in support of the British initiative, and by examining with the 
French whether their genuine anxieties were justified or whether they could be 
dispelled; and whether a way could be found for Britain's accession without 
destroying the Community (as the General seemed to fear that it might). The more 
Germany could fulfil the hopes which the French placed in improved co-operation 
with her, the better would be the chance of her arguments succeeding. 

On the other two points of difference with France, namely NATO and the 
stationing of troops on German territory, there was no need to negotiate because 
the facts had been established and there was no more to be said. But this third 
problem of Britain and the EEC would be more difficult because a genuine 
agreement with France must be achieved. Nevertheless the German Government 
were ready to do all they could in this direction with the necessary insistence and 
patience. 

Mr. Wilson agreed that an attempt to exert pressure either in public 
declarations or in private contact might prove counter-productive. The important 
thing was to convince General de Gaulle on the points about which he was 
concerned. We had found him to be receptive to new facts. The fact that Britain 
produced 13 million tons of cereals per year and imported only 7 million tons had 
impressed him, since he had thought that our production was far smaller. He 
realised that, if Britain joined the Community with prices at their present level, we 
would probably produce 20 million tons by 1971; but we would still import about 
3 million tons because of livestock development. 

On technological co-operation General de Gaulle hoped that bilateral 
arrangements such as we had in the field of military aircraft would continue; but 
Mr. Wilson had told him that there was a difference between military co-operation 
(when Governments agreed to buy certain equipment) and civil technological 
co-operation where private business came into play. The General had seemed 
impressed when Mr. Wilson had explained to him that technical co-operation 
and market integration must go hand in hand, and that there must be no barrier 
between markets. General de Gaulle did not seem to feel that our military situation 
was as difficult a problem as it had been in 1963. He still had some reservations 
on this score but there was a big difference between his present and his former 
attitude largely due to the fact that in the next few years the Royal Air Force 
would be using Anglo-French aircraft and helicopters. The present situation was 
thus very different from what it had been at the time of the Nassau Agreement. 

Dr. Kiesinger said that the position was clear but it worried him a little. The 
German impression in Paris had been that French resistance to British entry had 



been very strong; since Germany was only now beginning to get back to normality 
 her relations with France, it would be difficult to get deeply involved in 

controversial matters. On the other hand he realised that Mr. Wilson and 
Mr. Brown had started their round of visits with a great deal of energy and that 
British public opinion would expect to see some results. Therefore they must 
together try to devise some means of filling any gap which might arise between 
the end of the visits and any further development, in case French resistance were 
to continue. Perhaps some sort of European committee could be set up to ensure 
that there would be no hiatus. It would be intolerable, not only for as great and 
important a country as Britain but " for all of us, and I repeat all of us ", if the 
experience of 1963 were to be repeated. Something should therefore be devised 
for the period after the end of the visits to the Six which would give the impression 
that things were being kept on the move. 

i n

Mr. Wilson agreed that it was very important to consider seriously what to 
do after March. The ideal would be to begin negotiations for entry. Eut if this 
did not prove possible, the momentum must be kept up. Britain must certainly 
not be barred again, because to be barred twice might well have fatal consequences. 
At present public opinion in Britain was very largely in favour of our going into 
Europe; but, if we were to find the door barred"again, great pressure might be 
brought to bear on us for some alternative solution, perhaps the Javits Plan or 
some Atlantic and Pacific Community. We had naturally considered all these 
possibilities but had come to the conclusion that we preferred the European 
solution. If we were now made to abandon it. it might well be difficult ever to 
launch the idea again. 

Mr. Wilson said that even worse might happen. The existence at the present 
moment of the EEC and EFTA side by side meant that there was a certain division 
or barrier in Europe but there was no hostility. It might be that a spirit of 
competitiveness—he would not use the term " trade war "—might enter into the 
relations between the two groups. Some of the EFTA countries were already 
suffering to a certain extent from the Common Agricultural Policy which was not 
strictly in accord with GATT; but because it was understood that a wider, fuller 
economic union was the ultimate aim nobody had so far raised any objection.' This 
situation, however, might change. 

Proposed " Summit" meeting of the Six—Fusion 
Herr Brandt said that Mr. Wilson and Mr. Brown should know about two 

events which might cause some anxiety in London. The first was the meeting 
to be held in Rome to celebrate the tenth anniversary of the EEC. It had been 
suggested that this might give rise to certain developments which might render 
more difficult the present British initiative. He did not think that that would be so. 
The most that was likely to result was a series of inter-gqvernmental meetings 
which would not prejudice anything. The second was the proposed merger of the 
three European Executives which would probably take place in 1967, even before 
the summer. If it did, two more years would be needed to bring about the fusion 
of the Treaties, even leaving aside the problem of British entry. Therefore in 
preparation for German talks with the French and for the talks of the Five with 
the French it would be important to get as many points as possible cleared that 
afternoon in order to produce a sound basis for further talks especially on 
agriculture. 

Dr. Kiesinger said that General de Gaulle had told him that he was not anxious 
to attend the impending meeting in Rome simply to participate in a birthday party. 
Something of real political substance would be needed to justify his attendance. 
Later he had said, on a suggestion from M. Couve de Murville, that it might be 
possible to discuss various matters informally and without an agenda, perhaps with 
a view to Foreign Ministers continuing these talks later. General de Gaulle had 
agreed to a rapid merger of the Executives either as a result of the meeting in 
Rome or soon after. This merger, and the timing of the British negotiations, were 
important because even outside France there were those who said that it might 
be better not to allow this merger and the British negotiations to overlap. If it 
were a question of the Communities merging, rather than the Executives, that 
would take much longer. 
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Mr. Wilson said that it was important not to expect all the final details of 
decoration of the house to be completed before we moved in. We could do 
much of it together and, if we were in the Community, we could help in many 
ways, especially in the technological field. 

Kosygin's visit to the United Kingdom 
Mr. Wilson then asked how the Federal Government felt that his talks with 

Mr. Kosygin affected the common purpose—i.e., entry into the Community—which 
had brought them together in Bonn that day. It was his impression that the 
German Government desired to bring about a detente in their relations with Eastern 
Europe, provided that none of Germany's vital interests were impeded. That 
being so, relations with the Soviet Union were all important. France had good 
relations with the Soviet Union, different but parallel to our own. Both possessed 
a special nature and British-Soviet relations could be helpful to Germany. On 
several points Mr. Kosygin had been rather more flexible in private than in his 
public statements, although perhaps not so much on Germany. Britain had now 
established extremely good relations with the Soviet Union but in so doing had 
not given away one single German interest: and in achieving this the Foreign 
Secretary had played a great part. How far did German Ministers think that 
Anglo-Soviet rapprochement could be either an obstacle or a help in our approach 
to the Common Market? We had established ourselves as a kind of intermediary 
between the United States and the Soviet Union on certain matters on which it 
was difficult for them to talk directly (e.g., on Vietnam). We therefore felt that on 
the German question we might be able to explain the Federal Governments attitude 
to the Soviet Union. This might not impress them the first time but perhaps 
by the twentieth it would have made a certain impression on them. He had talked 
at length to Mr. Kosygin about our Common Market problems and had found 
him most relaxed about them, by contrast with the Soviet attitude in 1962 when 
the Common Market was regarded in Moscow as an invention of the devil. 
Mr. Kosygin had not indicated that he had any grave misgivings about our accession, 
although he had said that on the whole he was against the Common Market. He 
had hinted that the Soviet Union might encourage Finland to establish closer 
relations with the EEC, but on Austria his attitude had been different. 

Dr. Kiesinger said that he had not had time to study reports on Mr. Wilson's 
talks with Mr. Kosygin in this respect. Any step towards a relaxation of tension 
between the West and the Soviet Union accorded with the Federal Governments 
wishes, provided that the German problem was not lost. He was not sure whether 
the Soviet Union's previous hostility to the Common Market might not have 
been based on misgivings about the future stage of a political union and possibly 
a defence community. The advent of the non-proliferation treaty might have 
removed some of the Soviet Union's anxieties, because they felt that, once such 
a treaty existed, the Community would be only a Common Market or an economic 
unit and would never become a military or political entity, constituting a threat 
to the interests of the Soviet Union. It was possible that the Soviet attitude 
to the Common Market would be different if there were no non-proliferation treaty. 

The meeting ended at 11.35 a.m. 



RECORD OF A MEETING BETWEEN THE BRITISH PRIME MINISTER 
AND FOREIGN SECRETARY AND THE FEDERAL GERMAN 
CHANCELLOR AND FOREIGN MINISTER HELD IN THE PALAIS 
SCHAUMBURG, BONN, ON WEDNESDAY, 15th FEBRUARY, 1967, 
AT 3.30 p.m. 

Present: 
The Right Hon. Harold Wilson, M P , Dr. Kurt Georg Kiesinger 
The Right Hon. George Brown, M P , Herr Willy Brandt 
H E Sir Frank Roberts	 Dr. Werner Knieper 
Sir Burke Trend	 Herr Rolf Lahr 
The Hon. Sir Con 0'Neill	 Herr Herbert Blankenhorn 
Mr. W. A. Nield	 Herr Karl-Gunther von Hase 
Mr. S. L. Edwards	 Dr. Horst Osterheld 
Mr. A. N. Halls	 Dr. Johannes Prass 
Mr. C. M. MacLehose	 Dr. Gunther Harkort 
Mr. J. E. Galsworthy	 Prof. Dr. Hermann Meyer-Lindenberg 
Mr. A. M. Palliser	 and others 
Mr. T. Lloyd-Hughes 
Mr. D. J. D. Maitland 
Mr. N. Statham 
Mr. J. E. D. Street 
Mr. W. K. Reid 

Mr. R. Lederer (Interpreter) 

Dr. Kiesinger welcomed the Prime Minister and his party. Ministers had 
had a full and fruitful exchange of views in the morning, and would now continue 
their discussions with experts present. 

Background to the United Kingdom initiative 
Mr. Wilson agreed that the morning discussion had been fruitful; several 

questions had been discussed which might now be examined rather more fully. 
It might perhaps be helpful if he were to put on record some of the points he had 
made in the morning and then to amplify what he had said about the British 
Governments intentions in making the current series of visits to the capitals of 
the Six and about the problems which they foresaw in considering applying for 
entry into the EEC. 

The German Government were already aware of the statement he had made 
in the House of Commons on 10th November, 1966, since they had made a friendly 
and speedy reply. They would have had reports of the discussions during the 
visits Mr. Brown and he had paid to Rome, Paris and Brussels. Their purpose in 
visiting Bonn was threefold: 

(1) they	 wanted to enquire whether Britain's essential interests could be 
safeguarded if she joined the Community; 

(2) the	 British Government would have to decide whether to activate 
negotiations and, if so, what timing should be adopted for their 
approach to the Community; and 

(3) the British Government looked to the German Government for advice on 
how to overcome the problems which existed in the minds of the 
German Government and of the other Governments which were 
members of the Community. 

Behind all these enquiries was a firm intention to enter the Community if our 
essential interests could be safeguarded. 

Mr. Brown and he spoke for the British Government, for the great majority 
of those in Parliament, in industry and in Britain as a whole. Although they 



naturally did not base their views merely on public opinion polls, it was a fact that 
recent polls showed a substantial majority in Britain in favour of entry into the 
Community. A recent study made by the Confederation of British Industry had 
reached the same conclusion. 

Although he was not empowered to speak for other EFTA Governments 
and would certainly not wish to give the impression of speaking on their behalf, the 
British intention to undertake soundings had been welcomed at the December 
meeting of EFTA Governments in London. 

As he had made clear in previous speeches both in Strasbourg and on other 
visits to Community capitals, Britain's motives were both political and economic. 
There was no doubt that it would be to our advantage economically for us to 
join the Community. He thought there would be little doubt that it was to the 
economic advantage of Europe to have Britain in the Community. Both sides 
would wish to see the deep division of Europe healed. 

He wanted to set out the main reasons why the problems of entry confronting 
Britain, the Six and Europe had to be overcome. Their common objective was the 
unity, strength and independence of Europe. These were all closely linked and he 
would not give them in any order of priority. Independence did not mean cutting 
Europe off from other parts of the world. If the Community admitted Britain and 
other members of EFTA, Europe would have strength to assert herself in such 
international groupings as NATO or the United Nations or in any other 
international forum. Like Germany, Britain was a strong believer in the Atlantic 
Alliance. If Britain joined the Community, the European side of the Atlantic 
Alliance would, in economic terms, become more independent. A stronger 
economic Community would be created, since the membership of the present 
Community of 180 million would become 280 million if Britain and the other 
members of EFTA were to join. This would provide the biggest single market in the 
free world—indeed, China apart, it would be the biggest single market in the world. 

An enlarged Community would provide opportunity for the industries of all 
its members. If Britain entered, she would bring not only consumers, but also 
producers with a wide range of expertise in science and technology. But the 
opportunities for technical progress this would open up would only be fully 
realised if there were a single market. It was possible that some Governments 
might suggest enlarging the number of bilateral co-operative projects without 
bringing Britain into the Community. But in the view of the British Government 
technological co-operation implied having an integrated market in which the 
technological achievements of all the member countries would be pooled and 
through which their products could be marketed. 

The unity, strength and independence of an enlarged Community would 
moreover be of great political advantage in easing international tension. He had 
deployed this argument the previous week during his discussions with 
Mr. Kosygin. Mr. Wilson added that Dr. Kiesinger and his Government had in 
a few weeks made strides towards achieving a. detente in Europe. It was true 
that the German Governmenfs overtures had not always been received in the 
spirit in which they had been made, but they should not worry about being 
rebuffed in certain quarters since real progress had been achieved. France had 
friendly links with the East; so had Britain with the Soviet Union. Mr. Kosygin 
had told him that he regarded the previous week's discussions as a high water 
mark in Anglo-Soviet relations. Detente must be a prerequisite of the solution 
of many of the problems which had been created for Europe as a result of the 
last war. Political strength would promote the political unity of Europe and 
increase the power of all the countries of Europe to speak together in international 
meetings on matters of world concern. As he had said in Strasbourg, and as 
Mr. Brown and he had said on all their visits, important though the economic 
consequences of any negotiation for entry to the Common Market might be, the 
political consequences transcended them. He wished to stress the need to maintain 
the momentum of the last few months. If Britain were denied admission to the 
EEC and if long negotiations had taken place before she were told of that decision, 
a grim prospect would face Europe and the Community would be the poorer 
for Britain's absence. Such a decision would set in motion forces which could 
not easily be arrested and which would put into reverse the process of unification 
which had been started by the Community. Among the results might be the 



necessity for Britain to consider the possibility of some other grouping such as an 
Atlantic Free Trade Area, or alternatively of maintaining our own position 
regardless of the Community which had rejected us. Either of these solutions 
would be less satisfactory than Britain's entry to the Community, or rather to the 
three Communities. The proposal to merge the three Communities was far 
advanced and Britain would be prepared to join either one merged Community 
or three separate Communities. If one merged Community were to be created, 
Britain would be glad to join in helping the other members develop it. Britain 
considered that an enlarged Community would be a source of strength, not of 
weakness and the admission of new members might help to solve some of the 
problems already confronting the existing members. For example the problem of 
majority voting would become easier both mathematically and politically if 
Britain and some other members of EFTA had joined the Community. Their 
accession would also help the Community to be outward-looking, as he 
understood the German Government wished it to be. 

The reasons for choosing the present time for a renewal of our approach to 
Europe were over-riding, and for both sides. It was necessary not to lose 
momentum, because there were important decisions to be taken about the 
future of the Community which it would be advantageous both for Britain and 
the Six to take with Britain as a member of the Community. It remained to be 
seen how, when the British Government had decided formally to activate 
negotiations for entry, she should go about it and at what time. Britain sought 
entry to the Community, provided that her interests could be dealt with 
satisfactorily. In his speech to the House of Commons on 10th November he 
had said that, having examined in depth every aspect of the Treaty of Rome 
itself, of decisions taken subsequent to its signature, and all the implications and 
consequences which might be expected to flow from British entry, Her Majesty's 
Government took the view that, while there were anxieties on the point, the 
Treaty need not be an obstacle if our problems could be dealt with satisfactorily, 
whether through adaptations of the arrangements made under the Treaty or in 
any other acceptable manner. 

Problems of United Kingdom membership 
The main problems which would confront Britain arose from: 
(i) the Common	 Agricultural Policy and especially the financial regulations 

made under it; 
(ii) the Community's directives and rules dealing with the freedom	 of capital 

movements; 
(iii) relations with the Commonwealth, chiefly in connection with agricultural 

policy and trade; 
(iv) the effect on Britain's regional policy of the rules and conventions 

formulated under the Treaty of Rome. 
There would of course be other problems as well as the four he had just listed; 
but these appeared of a lesser order of difficulties and on their previous visits 
Mr. Brown and he had learned enough to enable them to think that these 
problems were not as formidable as they might once have appeared to be. 

It might now be helpful to discuss the four specific problems in rather more 
detail; and he would welcome any comments which the German Government had 
to make. The present discussions formed part of a series of six which should be 
of far-reaching importance for the future of Europe. He did not think that Britain 
was asking for anything which would weaken the Community or the rules which 
had been drawn up under it. Indeed, Britain's entry and that of her partners, whilst 
altering the structural features of the Treaty of Rome would indeed strengthen the 
Community. Britain was only seeking to safeguard her own interests in the same 
way as the founder members of the Community had safeguarded theirs during the 
period of the Community's formation. He had mentioned in the morning the high 
cost of technological innovation which was an argument for enlarging the size of 
the Community. The economic strength which the accession of Britain and other 
members of EFTA would bring would contribute to the political unity of Europe. 

Dr. Kiesinger thanked Mr. Wilson for what he had said in the morning and 
tor his impressive statement of the will of the British Government and people that 



their country should become a member of the European Communities. When 
he, Dr. Kiesinger, had observed that the development of the Community had gone 
beyond the text of the Treaty of Rome, Mr. Wilson had answered his question by 
declaring that it was the British Governmenfs intention if admitted to the 
Community, to join with other members in the development of Community policies 
leading towards economic union through for example, common trade, social 
transport and monetary policies. Mr. Wilson had left him and his colleagues in no 
doubt that Britain would follow this road once she had become a full member of 
the Community. This had been the most important of the German questions and 
it had been clearly answered. Herr Brandt would deal with more specific problems 
in order to clarify for the German and other Governments the difficulties which 
Britain might meet, and to help her over them. 

Treaty of Rome—Technology 
Herr Brandt said that it would help Germany and the other members of the 

Community if Britain could confirm that, in her desire to enter the Community as 
a full member, she proposed to do so on the basis of the Treaty of Rome and of all 
the decisions taken under the Treaty since it had come into operation. Was Britain, 
in speaking of adaptations of the Treaty and of protocols to it, referring to changes 
other than the essential institutional ones arising from, e.g., the need to provide the 
new member with voting rights? Had she any views on the question of majority 
voting? He understood that this question had been raised in visits to other capitals. 
Would Britain accept the view of other Community Governments on this matter? 

As regards protocols, it was well known that some of the present members 
of the Community had asked for special treatment at the time of their joining the 
Community. For example, France had wanted special arrangements made for 
Algeria and Morocco. Did Britain envisage that it would be necessary to have 
special protocols for Commonwealth countries other than New Zealand? In the 
morning Mr. Brown had said that transitional arrangements of varying lengths 
would be needed for different items. Could he now indicate the length of some 
of the transitional arrangements he had in mind? 

If he understood Mr. Wilson correctly, the technological Community would 
not be a fourth Community but rather an adaptation of EURATOM or else a 
special limb of an enlarged Community. Could this be amplified? 

Mr. Wilson said that, although in November 1966 he had used the term "a 
fourth Community" and technology was sufficiently important to merit the 
creation of an independent Community, it could nevertheless be assimilated to 
EURATOM in order to improve the performance of that body (which had so far 
been somewhat disappointing) and promote the further peaceful uses of nuclear 
energy. But if the three executives were likely to merge soon, it would be 
inopportune to create a separate technological Community, and the technological 
development he had in mind could be carried out within a single Community. 
But he must emphasise that technological co-operation on the scale we envisaged 
would not be possible if the United Kingdom was not a member of the Community, 
because of the need to be able to market technologically advanced projects on a 
sufficient scale to justify the development and production costs involved. 

Mr. Brown said that the only adaptation to the Treaty of Rome which Britain 
envisaged as being necessary was already provided for in the terms of the Treaty 
on the accession of a new member, for example, affecting formal voting rights 
and the allocation of contributions. But no other change or adaptation need be 
made, provided that the problems which would confront Britain on entry could 
be treated equitably. 

Similarly we could observe all the rules deriving from the Treaty of Rome 
provided that our special difficulties could be given sympathetic consideration. 
These might best be discussed in relation to the special problems such as capital 
movements and the common agricultural policy on which they arose. 

On voting, Britain would conform to whatever decision was acceptable to the 
members of the Community. The German Governmenfs view on majority voting 
might differ from that of other members of the Community; but it would be wrong 
and unwise for Britain, so long as she remained outside the Community, to interfere 
in what was essentially an internal matter. 

The question of transitional periods should be dealt with under each particular 
heading in respect of which a transitional period was required. For example, 



capital movements would require a transitional period which might be short or long 
depending upon the common consideration of the probabilities of capital 
movements after our entry. If the consequence was a tendency for portfolio 
investment to be made from Britain through the Community to third countries 
such as the United States a longer transitional period would be required; but if 
the tendency were in the other direction, a shorter period might suffice. The 
transitional period required for the Common Agricultural Policy would have to take 
account of the development of our agricultural production; the consequences for 
our balance of payments; and the increase in Britain's cost of living. A 
Morocco-type protocol was one of the possibilities for providing a special 
arrangement to meet the case of New Zealand: but there were others, such as a 
special form of association or of access to European markets. 

Common Agricultural Policy 
Dr. Kiesinger said that he hesitated to deal with the problems of the Common 

Agricultural Policy since only a small elite understood them well. He had, however, 
a few questions of special importance: 

(1) What impact would Britain's entry into the Community have on the cost 
of living in Britain ? 

(2) What problems would accession raise for Britain's agricultural production? 
He had noted that Mr. Wilson had said that he expected Britain's 
cereal production to rise from its present figure of 13 million tons to 
some 20 million tons in the not too distant future. The problem of 
agricultural prices was a delicate one especially in Germany where any 
suggestion of lowering the prices paid to farmers would be repugnant 
to farming opinion. 

(3) What	 arrangements were envisaged to deal with the effect on 
Commonwealth agriculture of Britain's entry into the Community? 

(4) Did	 the British Government envisage any review of the Community 
agricultural policy arrangements, including the financial arrangements, 
in order to mitigate their effect on Britain's balance of payments and 
the cost of imports? 

Mr. Brown said that he wanted to make it clear that the Common Agricultural 
Policy in itself, like the Treaty of Rome, did not constitute in the view of the British 
Government a necessary impediment to entry into the Community, provided that 

incomes, and any notable increase in the prices of agricultural produce would 

the four problems which had just been mentioned were capable of solution.
would try to answer the four questions in their ascending order of difficulty. 

 He 

(1) The effect on the British cost of living 
The British Government had introduced a policy of stabilising prices and 

tend to damage that policy. If the position did not change when the Community 
reviewed their agricultural prices in 1969 and if world prices remained at their 
present level, it had been calculated that there would be an increase in the price 
of food in Britain of between 10 and 14 per cent. If however food prices went down 
in Britain, or if world prices went up, the situation would be different. Either way, 
it was clear that much would depend upon the length of the transitional period. 
If it were short, the policy on prices and incomes could be seriously damaged; if it 
were long, the change would hardly be noticed. Something in between was 
therefore desirable. He saw the difficulty for the German Government and the 
Community over the level of agricultural prices; but if Britain's friends recognised 
that she would need a sufficiently long transitional period, all would be well. 

(2) Distortion of British agricultural production 
This would be a considerable problem. Adaptation to the Common 

Agricultural Policy would stimulate the production of cereals and would increase 
the already high income of cereal growers in the Eastern part of Britain. 
Conversely it would reduce the returns of smaller farmers in the West and Centre 
of the country: they presented the largest political problem. They would 
doubtless try to turn to cereal production but in less favourable climatic conditions. 
They had less chance of getting a good return from cereals growing, and with 



increased feed costs they would tend to lose on their production of milk and beef 
A social problem would thus be created for small farmers in areas from which 
the Government would not wish them to move; the ensuing structural problem 
would call for a transitional period during which for example small farmers would 
re-group themselves into larger units by one means or another. The problems 
raised by this distortion could be solved, first, if Britain were allowed to use some 
of her large payments of levies to the Agricultural Fund for the making of grants 
to those farmers who had to adapt their farming to the new conditions. We 
already had schemes for making such grants, which would have to be regularised 
under the Treaty of Rome. He believed that they could be so regularised; this 
would make this whole problem easier of solution. Second, it would clearly be 
necessary to have a transitional period in which farmers could make the necessary 
adjustments. 

(3)	 Commonwealth problems 
In this field there was one problem of real difficulty which could not be solved 

by a transitional period—that of New Zealand. The trading problems presented 
by Australia and Canada and by the Commonwealth Sugar Agreement could he 
considered be solved, as could the problems of other Commonwealth countries, 
possibly in the same way as the problems of former French territories had been 
solved. But because of the extent to which New Zealand's export income and 
agricultural production depended on access to the British market, the problem of 
New Zealand would have to be solved by a more permanent arrangement such as 
a Morocco-type protocol, or by a form of association, or by a derogation providing 
special access for New Zealand to the Common Market. 

(4)	 Balance of payments 
The problem which was most difficult of solution was. the charge which levies 

would impose on Britain's balance of payments. If these levies continued to be 
based on 90 per cent of the cost of our substantial imports, they would amount at 
the lowest estimate to £175 million and at the highest to £250 million. They would 
be a direct charge on our balance of payments. Figures which we had exchanged 
with the Commission of the EEC led us to believe that these estimates were 
probably on the right lines. Because our agricultural industry was on the whole 
efficient, with rising productivity and a reduced labour force, we were unlikely 
to recoup from the Fund much of what we paid by way of levies. This meant 
that we would have to pay in levies a very substantial sum which might be as much 
as the combined contributions of all the other existing members of the Community. 
At present Germany paid a disproportionate share in levies, but Britain would pay 
an even more disproportionate share. This would be manifestly inequitable. 
Britain would be prepared to pay her fair share, (and he did not wish to argue 
whether this should be 90 per cent or some other figure) in 1969 if the size of the 
Community were to increase, but the present arrangements would apply so 
inequitably to us that it was reasonable to ask that the discussions which the 
Community would be having about their agricultural arrangements in 1969 should 
take account of the entry of new members, and the size of the Fund and the basis 
on which it was financed should perhaps be re-examined then. Unless this was 
done we estimated that we should have to pay, both in levy payments and in 
governmental contributions under the " key " apportionment, some 35 per cent 
of the total Agricultural Fund—equivalent to roughly twice what Germany would 
be paying. 

He had stated the problems in ascending order of difficulty; but he considered 
that given goodwill, they could all be solved and that none need be a barrier to 
Britain's entry into the Community. The solution of each would need goodwill on 
the part of our partners and each would require a different solution or solutions
but solutions could be found. After a short discussion on the statistics of the likely 
cost to Britain of accepting the Common Agricultural Policy, it was agreed that 
these should be explained in a smaller group meeting, and the plenary passed to 
a discussion of economic problems. 

Dr. Kiesinger thanked Mr. Brown for the answers to his questions. He asked 
whether Herr Lahr had any supplementary points. 



Herr Lahr said that a great deal could be said upon the subject of agriculture, 
but he would limit himself to a few points. First, on the question of the cost of 
living and the price of food. The British calculation that food prices would 
rise by between 10 and 14 per cent was almost exactly the same as the calculation 
made by German experts. But, if this increase were related to the cost of living, it 
would be much smaller, because food prices were only a part of the cost of living. 
Their experts thought that on this basis the figure would be around 3 per cent. 
If say, a transitional period of six years were allowed, this would mean an 
increase of \ per cent per annum and the problem would obviously be greatly 
reduced. He had no comment on what had been said about the structural 
problem of British agriculture. 

Mr. Brown agreed that British figures were very similar to German figures
and that the problem was manageable if the right transitional period could be 
obtained, though it might be unmanageable if there were an inadequate 
transitional period. It was for this reason that he had said that the problem 
appeared to be the least difficult of those concerned with agriculture. Mr. Wilson 
added that in the House of Commons on 10th November he had given figures of 
10 to 14 per cent as the probable increase in retail food prices, and 3 to 3J per 
cent as those for the increase in the cost of living. 

Herr Lahr said that in connection with the Commonwealth agricultural 
problems we had mentioned various possibilities—transitional periods and 
permanent arrangements which might for instance involve association or a 
protocol. Transitional periods would of course be easier to agree, and it would 
greatly simplify any negotiations if requests for permanent arrangements could 
be limited to a minimum. He asked whether we intended that all New Zealand's 
trade should be covered by permanent arrangements; or could such arrangements 
be limited to specific products such as butter? Mr. Brown replied that of course 
he was not negotiating at the moment, but so long as it was possible to arrive 
at a situation in which permanent arrangements could be made to cover the bulk 
of New Zealand requirements—perhaps different arrangements for different 
sectors-the question could be satisfactorily dealt with. In general he agreed with 
Herr Lahr that the more limited was the area to which permanent arrangements 
needed to apply, the easier it should be to reach an agreement. 

Herr Lahr said that we had mentioned a range of £175 to £250 million 
in connection with our balance of payments problem. This figure was again, 
perhaps by chance, the same as that arrived at by their own experts; but their 
own experts calculated that this would be the cost arising not only from the 
agricultural financing arrangements but from the whole agricultural arrangements 
of the Community, including the consequential effect of higher import prices. 
£175 to £250 million for agricultural financing alone seemed to be on the high 
side. Mr. Brown said that we should be willing to show him the figures upon 
which our estimate had been made. But the point with which he was concerned 
at the moment was that it should be understood that the problem was an important 
one. Mr. Wilson added that Herr Lahr's figures appeared to be identical with 
those he had quoted in the House of Commons last year. More calculations had 
been made since. The figure of £175 to £250 million which he had quoted was 
our then estimate of the total effect on the balance of payments of accepting the 
Common Agricultural Policy. Since then the figures had been further examined, 
and we had exchanged figures with members of the Commission in Brussels. 
He certainly thought that in the range of £175 to £250 million the higher figure 
was likely to be more nearly right, and could be even higher than that. 

' Dr. Kiesinger said that there would be plenty of opportunity to exchange 
figures related to the agricultural costs. It was agreed that the discussion on 
agriculture could now be concluded. 

Financial and monetary questions 
Herr Brandt said that before Mr. Wilson spoke on the financial and monetary 

problems involved in British membership he would like to make three points: 
(a) He knew that in other capitals Mr. Wilson had spoken about the recovery 

of the British balance of payments. He would like to hear about the 
recovery in more detail. 



(b)	 In connection with the role of sterling as a reserve currency he would 
like to enquire what Her Majesty's Governments attitude was towards 
Article 108 of the Treaty of Rome which made provision for assistance 
in balance of payments difficulties. 

(c)	 He knew that Britain had reservations about the freedom of capital 
movements in the expanded Community. He would be grateful if 
Mr. Wilson could explain them. 

Mr. Wilson said that the German Government would be aware of the balance 
of payments deficit with which the Government had been confronted in 1964 
amounting to about £800 million. The figure would, in fact, have been rather 
larger if we had not sought relief on the annual payment due on the United States 
loan (£60 million). The actual deficit in 1964 had been £770 million. This had 
been reduced in 1965 to £320 million. No final figure was yet available for 1966 
but the deficit had certainly been considerably reduced. Again, even though we 
had gone through a difficult period during the summer partly owing to the seamen's 
strike, we would in 1967 be in fact in balance and then moving into surplus. The 
final figures were not yet available for the fourth quarter of 1966 but all the 
indications were that we should be in balance. We intended to pay off later in 
the year the first tranche of the large borrowings which we had had to incur in 
1964-65. In the past two months the reserves had risen considerably; in addition 
to published figures there had been substantial repayments of the swap and other 
arrangements undertaken during the summer of 1966. 

The trade figures alone showed a considerable improvement. The trade 
deficit had been running at £45 million per month in 1964; this had been halved 
to £23 million in 1965 and to £12 million per month in 1966. The Germans would 
recall that, on our trade figures alone, we had been in deficit in every quarter of 
every year this century, but of course figures of invisible earnings needed to be 
taken into account to correct the picture. Moreover, although he had given annual 
figures, there had been a very strong improvement in the second half of 1966, 
especially in exports. This had been maintained into January. The figure for 
exports in January was an all-time record. The imports figure was, however, also 
high because of the effect of the abolition of the temporary import charge at the 
end of November. 

To sum up, we expected a strong surplus in 1967 on the balance of payments, as 
did Germany; like the Germans we had had to pay the price in terms of a reduced 
level of activity in the domestic economy. Part of the expected recovery in the 
balance of payments was dependent upon the policies for reduction of Government 
expenditure overseas, at present running at over £500 million per year, a good 
deal of it in the military sector. He would not enlarge upon this question because 
one aspect of it was to be discussed on the morrow between German and British 
representatives. 

Mr. Wilson then turned to Herr Brandfs question about Article 108 of the 
Treaty. Of course if we became members of the Community we should be in 
the same position with regard to Article 108 as the present members, of whom 
for example the Italians had had to have recourse to this Article in the past. But 
so long as one's balance of payments remained healthy, Article 108 merely 
constituted a form of insurance to which recourse would not be needed. We 
recognised that it might be in the minds of German Ministers that our position 
was not only that of a trading country, and that they might have some fear that, 
since we had a form of banker's liability in the shape of the sterling balances a 
run on these balances would place a burden upon the Community as a whole. 
Even though it was theoretically possible that the position arising from the 
transactions of the rest of the sterling area might be different at any time from 
those on United Kingdom account he nevertheless thought that in practice the 
overall effect would depend on confidence in Britain's own position and in the 
British balance of payments. If this confidence existed there was no problem, and 
as confidence in the pound grew the effect on the position of sterling might 
represent a plus rather than a minus factor. He would not say more about sterling 
unless there were detailed questions, e.g., about the sterling balances; if there were, 
he would be happy to elaborate on them, as he had done in Paris and in Brussels. 



Capital movements 
The question of capital movements had been mentioned briefly by Mr. Brown 

in answering a question upon transitional periods, and Mr. Brown had made the 
important distinction between direct investment and portfolio investment. We 
saw more immediate danger arising from the Community's policies under Article 
67 on portfolio investment than on direct investment. We recognised that the 
directives under Article 67, whilst making a distinction between direct investment 
and portfolio investment, had provided for similar treatment for both, and as 
regards both methods and timing. Mr. Wilson explained that by direct investment 
he meant the establishment or purchase of a subsidiary in, e.g., Germany by a 
British parent company; or the purchase by a German company of a British 
subsidiary. And it was more guesswork than estimation what the immediate 
consequences would be of freeing direct investment. He thought that, net, the 
result might not be to place too great a burden on the capital account; the results 
could even be positive; and against any fears of a deficit might be set the 
expectation that there would be higher investment in Britain from the United 
States. The question of direct investment would be a subject to be dealt with in 
the negotiations but, by and large, we did not see it as a major problem. 

Portfolio investment on the other hand would create greater difficulties in 

terms of the potential burden on the capital account, especially in the early years 

of our membership of the Community. At present in the United Kingdom foreign 

currency was not obtainable at the official exchange rate for portfolio investment 

in the Community or indeed anywhere outside the sterling area. Investment 

currency was permitted, but at a premium over the official exchange rate. 

Investment currency represented the foreign currency proceeds of disinvestment by 

United Kingdom residents from non-sterling area securities (he would not wish 

this simplification to be quoted as the legal position). There was a pool of 

European and American securities in which British residents could invest only 

by buying from a British resident who wanted to disinyest. The present premium 

for investment currency over the official rate was considerably higher than that 

envisaged in Article 67 and the regulations made under it. Present practice in 

Britain was thus a considerable way from what would be required by the 

Community's policies. If we had to liberalise our arrangements this would impose 

a serious burden upon our overseas capital account. 


A further problem had been referred to in passing by Mr. Brown. 
Liberalisation of portfolio investment would not only facilitate a substantial 
financial investment at or near the official rate of exchange, from Great Britain 
to, e.g., Germany or France. Because there were no tight controls on investments 
by Community residents in the dollar area or other third countries there would 
be a strong temptation to use the freedom provided in order to channel funds 
through to New York or some other centre. This would be an organised traffic; 
a merchant banker in London would be able to organise in 10 minutes a substantial 
investment in New York through a contact in, e.g., Frankfurt, merely using the 
contact as a channel. While he accepted the case for facilitating investment 
between the United Kingdom and the Community and vice versa he did not see 
there was any case for facilitating investment in, e.g., Manhattan which was not 
only part of the economic community to which we would all belong but certainly 
could not be regarded as under-developed. 

Mr. Wilson concluded that we saw the question of portfolio investment as 

a serious problem which would have to be dealt with in the negotiations. 


Voting procedures—Association 
Herr Brandt thanked the Prime Minister for his answers. He had two further 

points to make. The first was not really a question and he scarcely expected an 
answer. But, to revert to the question of majority voting---and he had fully 
understood what Mr. Brown had said on this point—the question did not arise 
from a dogmatic attitude on the part of the Germans; if the Community was 
enlarged not only by one but by several additional members then the problem of 
voting procedures became one of considerable importance for the efficient working 
of the Community. 

Second, the question of association had been mentioned as a possible solution 

to the problems of New Zealand. He himself did not think it was the most 




practicable one. There were probably better ones. But were we able to say whether 
Britain would support association for other countries, bearing in mind that 
association had been provided for former French territories? He recalled that 
Nigeria had already obtained association with the Community and that other 
Commonwealth countries were negotiating for it. 

Mr. Wilson said he would deal with Herr Brandt's question about the problem 
that might arise if not only Britain, but other EFTA countries—and there was 
the Irish Republic as well—joined in the Community. Clearly changes would 
need to be made in order to provide voting quotas for new members, and a new 
figure for a blocking minority would have to be established. This was exactly 
the sort of thing we had had in mind in talking about the adaptations to the Treaty 
of Rome which would have to be made. We did not envisage or expect that the 
entry of a block of EFTA members would lead to block voting within the 
Community. This was not only very unlikely, but it would certainly be unhealthy 
and Mr. Wilson foresaw a situation in which, when majority voting was invoked' 
there would be a rapid change of existing alliances. He could see for example 
Denmark and the Netherlands, or Denmark and Germany, or Germany and the 
United Kingdom voting together according to the subject in question. 

Mr. Brown in replying to Herr Brandfs question on association, said that in 
the last round of negotiations a variety of arrangements had been provisionally 
agreed upon, which would have provided for association for some Commonwealth 
countries and differing arrangements for others. We would assume that these 
arrangements could be carried over, and the problem of African, Caribbean and 
Asian Commonwealth countries could be dealt with in this way. 

Credits for the Soviet Zone 
Herr Brandt said he wished to raise the only purely national question which 

would come up. His British colleagues would know the Federal Governmenfs 
policy on improving the living conditions in the part of Germany on the other side 
of the Eastern frontier, by developing trade and cultural relations, etc. The 
Government in East Berlin was not co-operative at the moment. But, in this 
difficult time, inter-zonal trade had great importance as an instrument for 
achieving better living conditions in Germany, and in order to help the Federal 
Republic in their policy, their partners in the Community had made arrangements 
involving the volume of State-guaranteed credit to the Zone Government. 
Denmark had also said that she was prepared to co-operate in an arrangement of 
this kind. The German Government would be grateful for Her Majesty's 
Governmenfs sympathetic consideration of this point. 

Mr. Wilson said that he was aware of the problem and understood the Federal 
Governmenfs concern with this matter on both human and economic grounds. 
He understood that the problem related to the length of credits accorded to the 
Zone Government? 

Herr Lahr here interposed that the volume of State-guaranteed credit rather 
than its length or period, was the particular point of concern. 

Mr. Wilson said we would like to hear more of the German position before 
being able to comment. It would be desirable to exchange figures in order to give 
proper consideration to the question and we should be ready to do this. He 
assured Herr Brandt that we wished to be co-operative, and that we entirely 
understood the problem of the German Government. But the British Government, 
for its part, was under heavy attack from industrialists, not only from those who 
thought that East German trade was an easy way to make money, but from 
highly responsible industrialists who did a great volume of trade in the world as 
a whole. They tended to argue that the British Government stopped their 
undertaking business with the Soviet Zone, and that West German businessmen 
gained the trade for themselves. He again assured Herr Brandt that we recognised 
the problem and repeated that he thought figures should be exchanged concerning 
the volume of credits extended. 

Procedure for following day 
Dr. Kiesinger said that he would have a few more general questions to raise, 

which he thought might be dealt with on the following morning. He proposed 



therefore that there might be a further restricted meeting at 9.30 with a plenary 
later if time permitted. Were there any further questions which should be dealt 
with in the present meeting? 

Mr. Wilson said he agreed with Dr. Kiesinger's suggestions on procedure. 
He thought it desirable that there should be at least a short plenary on the following 
morning, in order to put on record those things which needed to be recorded. But 
before concluding the present meeting he would like to mention briefly two other 
points. 

Regional policies 
The first concerned regional policies. Our position was that we had dealt 

with this question exhaustively in discussions in other capitals. We had wanted 
to hear from some of Germany's Common Market partners who had similar 
problems to ours, what their experiences had been of operating regional policies 
within the Community. We had no problem to raise with the Germans on this 
score unless they wished to have it discussed. 

Kennedy Round 
The second point was the Kennedy Round. We attached the greatest 

importance to the successful outcome of the Kennedy Round, and had been at 
great pains in other capitals to make clear that the United Kingdom Governments 
position on membership of the Community did not imply that they attributed any 
reduced priority to the Kennedy Round or that they believed anybody should 
slacken their efforts. On the contrary we believed that the need for progress in 
the Kennedy Round was reinforced. Since the round of talks with the Community 
began the final deadline on the Kennedy Round had come one month nearer, and 
we were more and more concerned whether the urgency of coining to a settlement 
on the Kennedy Round was generally understood. 

Herr Brandt said that the Federal Government was determined to do 
everything possible in Brussels, Geneva and elsewhere to bring the Kennedy Round 
to a successful conclusion. He personally was very much impressed by the talks 
he had had in Washington with the President and others during the previous week 
which had shown him the nature of the difficulties which could arise if the deadline 
were not adhered to. But in practice the position was that because Britain thought 
the Community's offer insufficient, she was threatening to withdraw some of her 
own offers. He appealed to the Prime Minister for a reconsideration of this 
position. He thought that the outcome of discussions with the Scandinavian 
countries might lead to a general improvement in the situation. He shared the 
British view that it would be a very unhappy situation if no agreement were reached. 

Mr. Wilson said he thought the discussion might be continued on the morrow. 
But he wished to make two points. First we had gone to the limit in our original 
offers and had been disappointed by the results. We had in fact gone to the limit 
more than might appear on the surface, in that the figures of trade volume on 
which the offers had been based were figures for 1962, which had been a year of 
depression in the United Kingdom when imports had been unusually low. There 
had been increases of 30 per cent in our imports of manufactured goods in the 
period from 1964-65 and 1965-66. Although therefore we felt that even on the 
1962 basis we had gone further than anyone else the 1962 figures under-represented 
the value of the offer that we had made. 

Second, there were many countries who, if not satisfied with the outcome, 
would start attacking some established arrangements which might not be in strict 
conformity with GATT. Unless there were for instance a satisfactory arrangement 
on cereals there might be difficulties within GATT. Arrangements which had 
been allowed to pass in GATT hitherto might be challenged if the concern of 
certain countries were not satisfied; this was a point which needed no enlargement. 

Conclusion 
Dr. Kiesinger suggested that the meeting might be adjourned at this point and 

thanked Mr. Wilson and Mr. Brown for their great patience and for the 
thoroughness of the answers which they had given to the questions asked. The 
meeting concluded at 6.35 p.m. 



RECORD OF A MEETING BETWEEN THE BRITISH PRIME MINISTER 
AND FOREIGN SECRETARY AND THE FEDERAL GERMAN 
CHANCELLOR AND FOREIGN MINISTER IN THE PALAIS 
SCHAUMBURG, BONN, ON THURSDAY, 16th FEBRUARY, 1967 
AT 10 a.m. 

Present: 
The Right Hon. Harold Wilson, M p Dr. Kurt Georg Kiesinger 
The Right Hon. George Brown, M P Herr Willy Brandt 

Mr. Lederer (Interpreter) Herr Weber (Interpreter) 

Non-proliferation 
Mr. Brown said that he had asked the Federal German Minister of Finance, 

Herr Strauss, to have breakfast with him because he had not been sure whether 
on the previous night he had fully understood Herr Strauss's views on a 
Non-proliferation Treaty; but he had found that the same views seemed to prevail 
that morning. 

Mr. Wilson said that he attached great importance to securing this Treaty. 
The two officials who had been charged with discussing non-proliferation had made 
some progress. Sir Solly Zuckerman might visit Bonn to discuss these matters 
with the German Government. He was very wejl informed on the problem of 
non-proliferation as well as on scientific aspects of the matter and was an expert 
on the problem of " spin-off". He would not talk about such matters as a 
European Defence Community but could advise the Germans how far their fears 
about civil technologicl progress were justified or not. Dr. Kiesinger considered 
this a helpful suggestion. Mr. Wilson suggested that Herr Brandt and Mr. Brown 
and perhaps also Lord Chalfont might discuss these matters further. 

Dr. Kiesinger said that Herr Strauss's attitude on non-proliferation was 
symptomatic of a widespread feeling of unease in Germany at the moment which 
was reflected in the German Press. There was a feeling that Germany was to 
be downgraded to the status of a tenth-rate Power, not only because of the content 
of the Non-proliferation Treaty but to a large measure because of the manner in 
which the Treaty had been prepared and then put to Germany. It was generally 
felt that the ground was being cut from beneath her feet, that alliances were no 
longer reliable and that NATO was no longer a coherent entity and was becoming 
an anachronism. The United States and Britain seemed to be following a different 
policy from the rest of NATO and it was felt that the German problem was 
being written off by their allies. This mood was the result of a sequence of events 
over the past years and he did not want to dramatise it. 

In this context a few words should also be said about the NDP. Only very 
few of its members were real neo-Nazis. The great majority were no more than 
old-fashioned nationalists. If this uneasy mood was now reflected by a man such 
as Herr Strauss, who certainly could not be accused of Nazi sympathies, that 
was a sign that the matter must be taken seriously. The German Government 
would be grateful for any help, especially psychological help, that Britain could 
give in this respect. It would be very useful if Britain could say that she realised 
that a great deal was being asked of the non-nuclear Powers and that everything 
possible should be done to assure them that their interests would be effectively 
safeguarded. When he had referred the previous day to' Mr. Kosygin's statement, 
he had done so because he was shocked at the brutal way in which Mr. Kosygin 
had expressed himself. When the Soviet Embassy had been asked for the exact 
form of words used, they had taken some time and trouble and had obviously 
referred the matter home before giving an answer. Indeed he had begun to 
hope that the explanation might be found in a mis-translation; and had thus 
been all the more surprised when the Soviet Embassy confirmed the harsh words 
used by Mr. Kosygin, namely that the Federal Republic would have to sign the 
non-proliferation Treaty whether it wanted to or not. It did not seem that those 
words had been used without full reflection. 

Turning to the German Governmenfs policy statement, Dr. Kiesinger said 
that it made quite clear that the Federal Government were determined to pursue 



a policy of peace and understanding and would do what they could to reduce 
tension in Europe. True, the first impression of their recent action might have 
been one of aggressiveness, when looked at from the Soviet Zone of Occupation 
and it had caused a certain amount of nervousness in the Warsaw Pact countries; 
but this was inevitable so long as the Soviet Zone authorities insisted that, before 
any of the Warsaw Pact countries established diplomatic relations with Bonn, 
Bonn must renounce its claim exclusively to represent the German nation. In 
fact their action was not at all intended to be aggressive; on the contrary it would 
surely contribute to peace. The Federal Governmenfs policy was backed by the 
two large parties in the Bundestag. It had been initiated during the present stage 
of ferment in the country and no doubt the Government would have some 
difficulties. He had wanted to give this account, to Mr. Wilson and Mr. Brown 
after the talks with Herr Strauss. Nevertheless he himself and Herr Brandt were 
firmly resolved to carry the policy through. He was sure that they would succeed; 
but they needed support, especially psychological support. Germany had had 
" to take " rather a lot in recent months. 

Mr. Wilson said that he appreciated what Dr. Kiesinger had said and was 
grateful for it. If Germany felt that she was sometimes being pushed around 
a little, so did Britain. We were being pushed around even by our best friends, 
who were also Germany's best friends. It was important that the psychological 
problem should be stressed. The NDP question gave rise to a certain amount 
of concern in Britain and to very deep anxieties in the Soviet Union. It would 
be useful if the British Government could be kept informed of developments in 
this direction; Mr. Brown had had to answer questions in the House of Commons 
about this matter, and had done so in a very relaxed manner. It would however 
be important to educate the Russians on this point and to that end we should 
welcome all the information we could get. From what Dr. Kiesinger had just 
said and from what Herr Brandt had said briefly on the previous day, the NDP 
seemed to be a kind of Poujadiste movement. There was something rather similar 
in the Welsh Nationalist Party which also was a repository for all kinds of 
discontented persons. 

As to the philosophy of the Non-proliferation Treaty, Dr. Kiesinger's remarks 
were fully understood and were very much in line with what Lord Chalfont had 
been told by India, Sweden and other non-nuclear Governments. There was a 
strong feeling that there should not be a group of " haves " and a group of 
"have-nots" especially if to be a military "have-not" affected one's industrial 
position. In discussion with Mr. Kosygin in the previous year and again the 
previous week he had told him that the non-nuclear neutrals felt that, if they 
were to remain non-nuclear Powers, the nuclear Powers must scale down their 
own armaments and give some kind of military guarantee. Mr. Kosygin had 
suggested that no nuclear Power would ever use nuclear arms against a 
non-nuclear Power. This sounded good, but nobody really believed that such an 
arrangement would be adhered to in war where every side's only concern was not 
to be beaten. Mr. Wilson said that he had suggested a kind of collective guarantee 
to the effect that no nuclear Power would ever attack a non-nuclear one, but 
this was difficult for India to accept because of her fear of an attack by China, 
which would in any case be unlikely to subscribe to such a guarantee. In all 
these matters he and Mr. Brown had spoken to Mr. Kosygin in the same way as 
to Dr. Kiesinger and Herr Brandt—there was no question of saying different 
things to different Governments. On the so-called " European option " they had 
suggested a form of words to the effect that there would be no handover to any 
European country or group of countries, but that, if at any time a genuine new 
sovereign State in Europe were to emerge which included in its component States 
an existing nuclear Power this new State would inherit the rights of that existing 
nuclear Power. In the unlikely event that Canada and the United States became 
something like the United States of North America, that new unity would inherit 
the present nuclear rights of the United States of America. 

Mr. Brown said that his conclusion from all these talks was that Britain 
Tf

ould best encourage those who were worried on this count by entering the EEC. 
If Britain did so, people's belief in the ability of Europe to stand up for itself 
would be strengthened. That was why our present initiative was so important 
and could not be allowed to fail or to suffer long delay. If the Press asked 
whether this matter had been raised, he suggested that the answer might be that 



it had been raised, but not in the Common Market context; that the experts 
were examining it and would continue to do so, with special emphasis on the 
implications of the treaty for civil technological development in Europe. 

Dr. Kiesinger suggested that, if the Press put questions on this matter, 
Mr. Wilson and Mr. Brown might indicate that they understood the anxieties of 
the non-nuclear Powers. Such a statement would have a beneficial effect. 

Mr. Wilson agreed, so far as the effect on the peaceful development of industry 
were concerned. 

German support for United Kingdom entry 
Dr. Kiesinger then recalled that Mr. Wilson, in his speech at dinner the 

previous evening, had appealed to the German Government to do more than 
just support Britain's initiative; he had asked them to do all in their power to 
bring about Britain's entry into the EEC. As Dr. Kiesinger had said, Germany 
wanted her support to be effective; she genuinely wanted to help, and to be firm 
in doing so, but she must manoeuvre with caution. It would be necessary for the 
German Government to discuss these matters very thoroughly with their French 
friends, to whom they would certainly convey their impressions of the present 
talks, and would try to dispel the anxieties felt by the French about the entry of 
Britain and other countries into the EEC. But they must set about this carefully, 
not weakly but with wisdom and prudence. Dr. Kiesinger still had 
General de Gaulle's remarks on this problem ringing in his ears: he had used 
very firm language. Although the task would not be easy, he could give an 
assurance that as a result of the two days of talks in Bonn the German 
Government would faithfully try as honest brokers to overcome the difficulties 
in Paris. In the light of this he felt obliged to ask Her Majesty's Government 
to show understanding if the Germans did not make any solemn public 
declaration. But they could be relied on to do all in their power in Paris. 

He was however concerned about what would happen after the tour of the 
Six capitals had ended. He doubted whether the Five would have succeeded in 
overcoming French resistance by that time. The problem would then arise—and 
it was a worrying one—how to fill the gap with reasonable action. The first 
step might be to await the French reaction to the talks which Germany would 
promptly begin with France. 

Mr. Wilson said that he appreciated these assurances and agreed that results 
were more important than declarations. But he must stress the importance of 
maintaining the present momentum. The British Government were under 
pressure in the House of Commons both from those who favoured and from those 
who opposed British entry. There was a danger that, if Britain were to make a 
second formal application and were to be answered with a second rebuff, this might 
prove fatal. But there was also the danger of doing nothing, or of standing by the 
water's edge and dipping in a toe but not daring to take the plunge. We must try 
to keep up momentum while the German Government and others did what they 
could to reassure General de Gaulle. There seemed to be two main problems in 
the General's mind. One was the problem of sterling, on which we would let the 
German Government have a note. The second was the feeling that he did not 
want the present cosy, comfortable little Community disturbed by strangers. 

Herr Brandt said that he doubted whether it was wise to have multilateral 
discussions on British entry at this stage before some further progress had been 
made in various bilateral talks. In the first place the German Government would 
consult with Paris. A high official would be going there the next day, he himself 
Would meet M. Couve de Murville in Brussels shortly and the Federal Chancellor 
would be going to Paris again. Secondly the Anglo-German Economic 
Commission might be upgraded and carry forward the discussion of this point. 
All this would enable the German Government to give Britain useful advice. 
Moreover, even if big words were not used, the German Government would 
underline where it stood on the European issue in the Bundestag debate the 
following week. One difficulty was that he would be meeting several of his 



colleagues on subjects not immediately connected with the present talks, first in 
Brussels and then in Rome in April where Mr. Brown and he would be in 
connection with WEU. 

Mr. Brown said that most of the British Press that morning said that the 
Federal Government had been discouraging towards Britain. This would not help 
to maintain momentum. 

Dr. Kiesinger in reply said that there had been three courses open to his 
Government: 

(1) They could have said that they were in favour of Britain's entry while 
the French were against it. This they could not say because they 
honestly wanted to help Britain. 

(2) They could have used very strong words of support and assurance. This, 
he was absolutely certain, would have spoilt things in Paris. He knew 
this from his talks with General de Gaulle. 

(3) There therefore only remained the attitude which in fact they were taking, 
namely: they were impressed by the British arguments which had 
confirmed them in their intention to support Britain's endeavours; and 
they would talk to the French in this spirit. 

This was the best the German Government could do in the circumstances 
and Britain should realise this. 

Mr. Wilson said that in this connection he had instructed his own Press 
Secretary who wanted to publish his speech after dinner on the previous evening 
to omit the sentence in which he had appealed to the German Government because 
he felt that, if this were publicised, it could be counter-productive. The sentence 
might get out none the less because there had been very many persons present. 
If asked, he would say that in private talks German Ministers had clearly stood by 
their previous public declarations. If asked whether he had appealed for help in 
Paris, he would say that what one Common Market Government said to another 
was none of Britain's business. 

Kennedy Round 
There was one small point he wished to add in connection with the Kennedy 

Round. The list of exceptions to our offer amounted to 5 per cent of industrial 
imports eligible for most favoured nation rates. The Community list amounted 
to 18 per cent. This gap needed to be closed. Britain would much prefer to close 
it through further Community offers than to withdraw her offers. What Herr Brandt 
had said the previous day about Scandinavia might be useful in this context. 

Herr Brandt said that the Anglo-German Economic Commission should meet 
to consider what the two countries could do to get things moving. 

Offset 
Mr. Wilson said that he also wished to mention the offset question. There 

were bipartite talks about it in Washington that day and tripartite talks would 
take place the following week. It was a very grave problem for Britain as well as 
for Germany and he hoped that it would not lead to any loss of friendship. Britain 
might have to take serious steps if Germany could not help her (which Germany 
might not be able to do). Those who had an interest in sowing discord between 
the two countries must not be allowed to benefit from this opportunity. We might 
be forced to carry out a surgical operation and should approach it with the proper 
detachment and not bludgeon each other in the process. Among various ideas 
being suggested the Foreign Secretary had one which involved a forward look at 
Germany's aircraft purchase programme. 

Mr. Brown said that Herr Brandt had been right in saying that the time might 
come when we would have to make certain reductions and that these should be 
made for rational and not for irrational reasons such as money. We must try to 
find a solution on those lines. 

Mr. Wilson said that Mr. Kosygin had been less encouraging in the recent 
talks on the mutual reduction of forces. Possibly he had read so much about 
our unilateral plans for reduction that he felt that there was no need for him to 
do his part; possibly also he was trying not to upset the Soviet Zone authorities. 



Visit to London by Herr Brandt 
Mr. Brown said that it would be good if Herr Brandt could visit London a: 

soon as possible after Mr. Kosygin's visit and certainly before Mr. Brown's visi 
to Moscow in May. 

Herr Brandt suggested April. 
The Ministers then went into plenary session. 

RECORD OF A MEETING BETWEEN THE BRITISH PRIME MINISTER 
AND FOREIGN SECRETARY AND THE FEDERAL GERMAN 
CHANCELLOR AND FOREIGN MINISTER HELD IN THE PALAIS 
SCHAUMBURG, BONN, ON THURSDAY, 16th FEBRUARY, 1967, 
AT 10.35 a.m. 

Present: 
The Right Hon. Harold Wilson, M P Dr. Kurt Georg Kiesinger 
The Right Hon. George Brown, M P Herr Willy Brandt 
Sir Frank Roberts Dr. Werner Knieper 
Sir Burke Trend Herr Rolf Lahr 
The Hon. Sir Con 0'Neill Herr Herbert Blankenhorn 
Mr. W. A. Nield Herr Karl-Gunther von Hase 
Mr. S. L. Edwards Dr. Horst Osterheld 
Mr. A. N. Halls Dr. Johannes Prass 
Mr. C. M. MacLehose Dr. Gunther Harkort 
Mr. J. E. Galsworthy Prof. Dr. Hermann Meyer-Lindenberg 

and others Mr. A. M. Palliser 
Mr. T. Lloyd-Hughes 
Mr. D. J. D. Maitland 
Mr. N. Statham 
Mr. J. E. D. Street 
Mr. W. K. Reid 

Mr. R. Lederer (Interpreter) 

Prime Ministers summing-up 
Mr. Wilson said that he and Mr. Brown had just concluded a useful discussion 

with Dr. Kiesinger and Herr Brandt and they had agreed that a short plenary 
session would be desirable in order to set down the points which they had 
discussed. 

They had briefly discussed non-proliferation' on a bilateral basis. He had 
suggested that a British scientific authority, qualified to discuss the relation 
between atomic research for military use and the " spin-off " for other uses, should 
Visit Germany and talk to some of the Federal Chancellor^ advisers; he thought 
that. Sir Solly Zuckerman might be the adviser in question. Dr. Kiesinger and 
he had agreed what should be said to the Press if this question were raised at the 
final Press conference. 

As regards the importance his visit to Bonn might have for the discussions 
between the members of the Six about Britain's possible application for entry, 
he was grateful for Dr. Kiesinger's excellent words in response to the appeal for 
support which he (Mr. Wilson) had made in his speech at dinner on the previous 
evening. He accepted the importance of avoiding prejudice to the support 
Dr. Kiesinger could give us by not making that support a public issue, and the 
relevant sentence of his own speech at dinner had not been in the text issued to 
the Press. At his Press conference shortly, he would say that Dr. Kiesinger had 
spoken warmly in support of British entry and, if the Press asked him what 



action Dr. Kiesinger would take with General de Gaulle, he would reply that any 
exchanges between the Heads of other Governments were a confidential matter 
for the two Governments concerned. 

Their discussion on the Kennedy Round in the restricted session would be 
written into the record of their conversations and he would not, at this stage, 
repeat what they had said in that session. 

For a number of reasons Dr. Kiesinger and he had felt that it would be 
desirable for the Anglo-German Economic Mission to meet soon at different levels; 
this might be a means of continuing the momentum of the approach to the 
Community once the series of visits by Mr. Brown and himself to the capitals of 
the Six Governments had been completed. 

On German offset costs there had been a brief discussion which was to be 
continued through the other channels available to the two Governments. 
Ministers of both Governments had appreciated each othefs difficulties and if, 
in the last resort, certain actions had to be taken, they should be taken swiftly 
in a detached and scientific way like a surgical operation, and not like an attack 
with bludgeons. If such action had to be taken over offset costs, it would 
provide certain persons, both in Germany and in Britain and in other countries 
too with the opportunity of sowing discord, and he would do his utmost to stop 
irresponsible comment. 

He understood that a grave matter of protocol was involved in deciding 
whether he had been in Bonn on a distinct bilateral visit or whether his present 
visit was regarded as part of the series of bilateral talks between the Heads of 
German and British Governments. If the experts on protocol decided that he 
had paid a distinct bilateral visit, he hoped that Dr. Kiesinger would, in turn, visit 
London. He recognised the commitments which Dr. Kiesinger had, and the 
timing of the visit would be a matter for Dr. Kiesinger to decide. Alternatively 
if the experts decided that he (Mr. Wilson) had not paid a distinct bilateral visit, 
he hoped that he might be allowed to come to Bonn to do so some time in the 
future. Herr Brandt would be visiting London in April and would be meeting 
Mr. Brown on various other occasions on which they could continue the dialogue 
between the two Governments. 

Finally, in furtherance of their discussion of the question of sterling he would 
arrange to convey to Dr. Kiesinger two notes, about the sterling balances and the 
overall position of sterling. 

Conclusion 
Dr. Kiesinger said that Mr. Wilson had correctly summed up their discussions 

in restricted session. As regards protocol he considered that Mr Wilson had 
visited Bonn and visited it most impressively; but in saying this he would be 
happy to see Mr. Wilson in Bonn again as soon as possible. The talks had been 
extremely useful to the German Government, and had confirmed their conviction 
that they should support British entry into the Community. He hoped that the 
further talks Mr. Wilson and Mr. Brown would have would be crowned with 
success, and he looked forward to hearing further from Mr. Wilson, and to 
visiting London in due course. 

Mr. Wilson said that he too looked forward to their next meeting, and again 
expressed thanks for the German Governmenfs warm hospitality. 

The meeting ended at 10.45 a.m. 



RECORDS OF CONVERSATIONS IN THE HAGUE 


RECORD OF CONVERSATION AT THE BRITISH EMBASSY, THE HAGUE. 

ON SUNDAY, 26th FEBRUARY, 1967, AFTER DINNER 


Present: 
The Right Hon. Harold Wilson,
The Right Hon. George Brown,
H E Sir Peter Garran 

 M  P 
 M  P 

Professor Dr. J. Zijlstra 
Dr. J. M. A. H. Luns 
Mr. L. de Block 

Sir Burke Trend 
Sir Con 0'Neill 

Dr. J. H. van Roijen 

Mr. W. A. Nield 

Mr. Wilson, after a general introduction, turned to the choices which would 
confront the United Kingdom after the tour of the Six was over. There would be 
three possibilities open: to do nothing, which meant deciding that the conditions 
of joining the Community did not exist; to apply for negotiations; or to do 
something in between. He emphasised the importance he attached to maintaining 
the momentum which the tour of the Community capitals had engendered. 

Mr. Brown suggested that before the Dutch commented on these possibilities 
it would be useful to hear their view of an argument that seemed to be gathering 
strength on the Community side, namely, that the entry of Britain and some 
members of EFTA would fundamentally change the Community's nature. 

Dr. Luns said that, although there was some truth in this, as far as the Dutch 
were concerned they were perfectly happy to see the Community expanded to a 
membership of 10 or 11 and Professor Zijlstra added that there was probably an 
optimum number of members, but he seemed prepared to go up as far as Dr. Luns. 

Mr. Brown remarked that the present members of the Community need not 
fear that an expanded Community would exhibit rigid patterns of alliance or 
voting. There would be shifting patterns of interest according to varying interests 
on varying topics; and he thought this would give new flexibility and life to the 
expanded Community. Dr. Luns accepted this concept; and went on to say that 
he assumed that Mr. Wilson's first alternative choice of doing nothing was purely 
theoretical and could be discarded; to which Mr. Wilson agreed. 

The remainder of the discussion can be summarised under the following 
headings. 

The next steps after the probe 
The Dutch Ministers strongly urged the British Ministers to submit an 

application for membership of the Community as soon as possible, in order to 
maintain the momentum of their approach. They strongly emphasised the need 
for the simplest possible application and for the United Kingdom to be content 
with seeking solutions to all its problems by means of transitional periods only. 
They gave the impression they felt any other course would give the French 
opportunity for infinite delay. The only exception to transitional periods as the 
solution to all problems appeared when Professor Zijlstra admitted that there might 
be justification for " a footnote on New Zealand butter ". 

Agriculture 
There was a good deal of discussion on agricultural finance. Professor 

Zijlstra insisted that the burdens the British foresaw on their balance of payments 
as a result of the agricultural policy of the Community were likely to be much 
alleviated through a probable rise in world prices. From the British side it was 
argued that the possibility that world prices might fall, after the end of the Vietnam 
war, was not to be excluded: Dr. Zijlstra accepted this was possible. 



The Dutch argued the case for the British giving up any hope of changing 
the Community's Agricultural Policy including the Financial Regulations during 
negotiations to enter the Community, and urged that instead they should rely on 
modifying them in their favour through entering the Community in time to take 
part in their re-negotiation in 1969. The Dutch expressed their confidence that 
this could be achieved, but argued all the same that the new 1969 agricultural 
finance settlement would be bound to preserve the main lines of the existing system. 

In the course of argument on agriculture Dr. Luns mentioned a transitional 
period of five years as an indication of what he had in mind. He also said he 
regarded it as quite unrealistic to suppose that agricultural prices in the Community 
would fall. 

The French attitude 
Dr. Luns said he was convinced that General de Gaulle had not yet finally 

made up his mind as to what course he would pursue. Dr. Luns believed that 
M. Couve de Murville would loyally implement whatever policy General de Gaulle 
sought to follow. 

Mr. Wilson gave some account of his discussions with General de Gaulle in 
Paris, the purport of which was to reinforce Dr. Luns' view that the General had 
by no means yet made up his mind, and to emphasise to the Dutch Ministers the 
extent to which his attitude seemed to have changed since 1963. 

Dr. Luns remarked that he personally was convinced that the French veto had 
been cast in January 1963 only because the negotiations had then been on the 
brink of success. 

Main British problems 
Mr. Wilson defined the main British problems as existing in the field of 

agriculture (especially the Financial Regulation and New Zealand); capital 
movements (and especially the problem of portfolio investment), and 
Commonwealth trade (New Zealand again and Commonwealth Sugar Agreement). 
He added that our regional policy, which had at one time looked as though it might 
be a serious problem, now seemed less difficult. 

Dealing with capital movements, Mr. Wilson said that Britain might be 
prepared to take her chance (subject to a transitional period) on direct investment. 
He explained the special difficulties of portfolio investment. 

Professor Zijlstra replied that here too Britain must be prepared to take the 
plunge and accept Community arrangements. The Dutch had had the same 
problem, and had found it soluble. He remarked that the Netherlands had larger 
investments in the United States than the United States had in the Netherlands. 

The Commission 
Throughout the discussion the Dutch Ministers laid much emphasis on the 

importance and usefulness of the role of the Commission. Mr. Wilson told them 
how helpful the contacts he and Mr. Brown had had with the Commission in 
Brussels had been, and he remarked that Dr. Mansholt had been specially helpful. 

Non-proliferation 
A reference by Dr. Luns to the need for Britain to tailor its general policies to 

the aim of entering the Community led him to speak at some length on the 
Non-proliferation Agreement. He hoped that Britain would be prepared to accept 
some delay in which to join with European States in the search for a solution which 
would not cause difficulties in Europe. Dr. Luns emphasised that the threatened 
difficulties were real. It was even possible that member States of the Community 
would be unable to sign a Non-proliferation Treaty without breaching the 
EURATOM Treaty. If this seemed to be so they might have to refer the point 
to the European Court at Luxembourg before they could make up their minds; 
and the Court might well find the obligations of the two Agreements incompatible. 

Mr. Wilson acknowledged the reality of these difficulties, but reminded the 
Dutch Ministers that what the Non-proliferation Agreement really aimed at 



averting was not dangers in Europe, but dangers in, e.g., India and Pakistan or 
Israel and Egypt. He went on to remark that it was unfortunate that EURATOM 
was in a somewhat moribund condition, and he hoped that British entry into the 
Community could contribute to reviving it. 

Dutch action 
Mr. Brown made several attempts during the evening to persuade the Dutch 

Ministers to indicate what help they would be able to give Britain should she apply 
for membership in the Community; but their response was confined to repeating 
that we must make the simplest possible application with the very minimum of 
conditions and rely exclusively on transitional periods to solve our problems, on 
the grounds that there would then be, in their view, no basis on which to veto or 
delay our entry. 

Throughout the evening the question of the sterling area and the sterling 

balances was never mentioned, nor was the condition of the United Kingdom 

economy. 
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Dr. Zijlstra repeated his welcome of the previous evening. He hoped that the 
discussions upon British entry into the Community would be fruitful. He asked 
Mr. Wilson to introduce the discussion. 

Background to the United Kingdom initiative 
Mr. Wilson thanked Dr. Zijlstra for his welcome, and for the frank talk 

which had taken place on the previous evening. They would be aware of the 
purpose of the present visit from the statement which he had made in the House 
of Commons on 10th November of which a copy had been given to the Netherlands 
Government at the time. The Netherlands Government would also have received 
full reports on the previous four visits which he and Mr. Brown had paid to 
Community capitals. 



He and Mr. Brown were in The Hague to discuss how British and Commonwealth 
essential interests could be safeguarded if Britain were to accept the Treaty 0f 
Rome and join the European Economic Community. In the light of their 
discussions with Community Governments, Her Majesty's Government would 
consider whether and when to activate the arrangements for negotiation for 
Community membership. Behind all this there was a firm intention on the part of 
Her Majesty's Government to join the Community if British essential interests 
could be protected and to do so unreservedly, in the sense that Her Majesty's 
Government would be prepared to play their full part in the development of the 
Community. 

Mr. Wilson said he had not embarked upon his round of visits to Community 
capitals in the expectation of getting or taking " no " for an answer. Community 
countries had expressed their wish for British membership, and Article 237 of the 
Treaty of Rome said specifically that the Community was open to the accession of 
additional members. 

In return members of the Community were entitled to ask Her Majesty's 
Government how far they accepted the Treaty of Rome, which was the foundation 
stone of the Community. Mr. Wilson here quoted the words of his answer to 
Mr. Grimond in the House of Commons on 10th November. He added that he 
had enlarged in Strasbourg on the theme of our preparedness to accept the basic 
rules of the Community. 

As his talks with the Community countries had proceeded it had become clear 
that the main difficulties were those arising out of the Common Agricultural Policy, 
the Community's policies on capital movements, and questions of Commonwealth 
trade. During some of his earlier talks in the present series of visits to Community 
capitals, he had also discussed questions of regional policy but he was now less 
concerned with such issues. 

This did not mean to say that no other questions would arise in negotiation. 
There would be for example some agricultural questions not arising directly out 
of the Common Agricultural Policy, and there would need to be discussion of the 
timetable by which the common external tariff would be applied and the internal 
tariffs within the expanded Community abolished. But these were not questions of 
major difficulty. In addition there were certain subjects where we ourselves saw 
no difficulty but which members of the Community might regard as problems. 

To conclude, he did not think that we were proposing or asking for anything 
which it would be impossible to negotiate. We were not seeking to weaken the 
Community's sense of purpose or its institutions. If it were possible to overcome 
the difficulties, as he was sure that it would be, given goodwill on both sides, 
major new opportunities would open up. The Community would have an 
enormous potential represented by a population approaching 300 million; this 
constituted the biggest market in the world, with the exception of India and 
China which were not relevant to the present context. There would be a great 
impetus towards economic and technical development and thus towards the 
political development of Europe. Europe would be enabled to play a bigger role 
in the world than at any recent time. 

Netherlands attitude 
Dr. Luns said that the Netherlands Government was not only sympathetic 

but most favourably inclined towards British entry, for many reasons, both 
economic and political. Since the last war the Netherlands Government had been 
absolutely committed to the idea of greater cohesion and unity within Europe 
and finally to the concept of a united Europe. Great Britain could and should 
play a very great role. This was not only because of the values which Great 
Britain could contribute to the expanded Community; the Netherlands Government 
saw in our accession the possibility of further harmonised development and close 
co-operation with North America. They had not forgotten President Kennedy's 
idea of an Atlantic partnership. They would feel a great loss if the European 
continent, without the United Kingdom, should develop in a way which would 
separate her from her destiny. Netherlands exports to the outside world were 
very considerable, so that the Netherlands Government also had a strong economic 
interest in maintaining outside connections. It was true that, at the time of the 
signature of Rome 70 per cent of Netherlands exports were sent to third countries 



outside the Community, and that now the proportion was little over half. But 
the Netherlands still had wide external interests. 

The Netherlands had been greatly disappointed when, for political reasons, 
the way to British membership had been blocked in 1963. Since then a crisis 
had been overcome within the Commuirty, but the scars were still present. 
Co-operation within the Common Market had lost some of its idealism and impetus. 
The Netherlands Government were confident that British membership would 
areatly contribute to inspiring the Community with new life. 

They recognised that some very important adjustments needed to be made 
to allow the United Kingdom and the Community to adapt themselves to the new 
situation created by British membership. The Community had undergone 
considerable development in 10 years; the pattern of development of the United 
Kingdom had not been the same as in the Common Market. But they felt that 
the main problems, in particular the agricultural problems, could be solved by 
formulae which would be reasonably acceptable to all. 

Mr. Wilson suggested the meeting might now turn to discussion of specific 
questions raised by the entry of the United Kingdom to the EEC, and invited 
Mr. Brown to outline the major problems arising on agriculture. 

Common Agricultural Policy 
Mr. Brown said he was sorry that he would have to return to London before 

very long to deal with questions in Parliament. Mr. Mulley, the Minister of State 
in the Foreign Office, would replace him and speak on his behalf. 

Mr. Brown said that our attitude to the Common Agricultural Policy was 
comparable to our attitude to the Treaty of Rome—neither need raise questions 
of principle. The policy did not constitute an impediment to British membership 
provided that the difficulties which would arise for us could be satisfactorily 
handled. These were of differing degrees of importance and differing solutions 
might be required. 

The first problem was the effect on the cost of living in the United Kingdom, 
and consequently on the prices and incomes stabilisation policy, which was 
important both to the United Kingdom and other countries. We estimated—and 
experts in other Community capitals and the Commission seemed to agree broadly 
on the figures—that the retail cost of food would increase by between 10 and 14 
per cent, if there were no changes in world and Community prices by the time 
we joined the Community. It was of course impossible to be sure what the real 
position would be. A rise in food prices of the size he had mentioned meant 
an increase on the cost of living of around 3 to 34- per cent. This would be a 
serious matter if all the increases took place at one time, but not if they were 
spread over a longer period. The severity of the problem depended on the length 
of the transitional period. 

The second problem was the effect on our own farmers and on the pattern 
of agricultural production in the United Kingdom. Cereal producers would gain 
additional income. Livestock producers, principally in the western part of the 
country where climatic conditions were more difficult, would see their income 
reduced. They would attempt to switch to cereals production, for which their 
climate and terrain were less favourable. It would therefore be necessary to take 
appropriate measures to deal with consequential problems of structural 
reorganisation. For this time would be needed, and financial assistance. 

Mr. Brown said that he understood that, in other capitals, it had been suggested 
that in asking whether some part of the very large sum the United Kingdom would 
be paying in levies could not be used to finance this structural reorganisation, he 
was insisting upon the retention by the United Kingdom of some part of the levy 
income which would accrue. For the purpose of his question it was immaterial 
whether the United Kingdom retained the funds or recovered them; he was not 
suggesting that the money should not pass through the Community's Agricultural 
Fund. 

The third area of difficulty was the effect on Commonwealth trade. Sugar 
producers in the Commonwealth enjoyed the benefit of the Commonwealth Sugar 
Agreement; and means would have to be found of overcoming their problems. 



There would be some effect on Canada and Australia and the problems this raised 

were not without difficulty; but they were not of an order that could not. with 

goodwill, be resolved. There would be very serious effects indeed on the New 

Zealand economy, and it was difficult to see how transitional periods could 

overcome this problem, unless they were of such length that they would in effect 

be equivalent to a material change in the existing arrangements. Various ways 

had been suggested of overcoming this difficulty, among them, special guarantees 

of access to traditional markets, and association with the Community. The 

problem could certainly be solved, but it was a formidable one. 


The fourth question was the most difficult, namely the effect on the British 
balance of payments if Community prices and financing arrangements remained 
unchanged. We calculated that the net adverse effect would be between 
£175 million and £250 million a year. The higher figure was likely to be the more 
realistic. This would not only represent an enormous burden on the British balance 
of payments but would, in his view, be altogether inequitable. We were sure to be 
by far the largest importer in the expanded Community, and we calculated that we 
should pay in levies virtually the same as the whole of the rest of the Community 
put together. Taking contributions and levies together we might be paying 
something over 35 per cent of the Community budget. It seemed reasonable 
therefore to ask that new arrangements should be made in order to reduce the 
burden on the United Kingdom to a tolerable level. His view was that, on the 
entry of a new member such as ourselves, there would need to be a review of the 
financial requirements of the Fund, and of the way in which the burden should be 
shared. 

He had described the problems in what he believed to be an ascending order 
of difficulty. The answer lay partly in transitional periods, partly in adjustments 
of Community arrangements. We were convinced that none of these questions 
need raise insuperable difficulties or that their solutions need destroy the character 
of the Community or of Community policies. He added that he had sometimes 
been reminded that there would be some savings to the Exchequer. He did not 
think that he needed to remind an economist like Professor Zijlstra that in the one 
case internal finance was involved, in the other transfers across the exchanges. 

Professor Zijlstra thanked Mr. Brown for his exposition. As he understood 
the problem there would be two main elements affecting our balance of payments: 
(a) payments to the Agricultural Fund, which could be sub-divided as between the 
need to transfer levies and the internal contribution to the Fund; and (b) the 
increase in food prices which would arise in so far as imports were shifted from 
third country sources to Community sources. 

Mr. Brown said that the figures he had given made allowances for increases 
in United Kingdom production and shifts in import patterns. Figures quoted by 
Dr. Mansholt in Brussels suggested that we would be making even higher levy 
payments than we calculated, but he thought that Dr. Mansholt might be basing 
his calculations on the existing' pattern of trade rather than allowing for shifts in 
import patterns. Mr. Brown said that we had made as good an allowance as we 
could for shifts in import patterns and in production. We estimated that cereals 
production might increase from 13 million to 20 million tons per year; 
Dr. Mansholfs figures for our levy contribution had in fact been something like 
£80 million above our own. 

Dr. Luns acknowledged the four problems mentioned by Mr. Brown, and 
that a just solution to them must be found. The Netherlands Government thought 
that most of them could be overcome by adequate transitional periods. He agreed 
that the effect on the cost of living would be serious if the changes had to be made 
all at once. But price adjustments took place every year under the Common 
Market regulations, and a transitional period would make the problem easier to 
deal with. The increase in the cost of living would be around 3 per cent. From 
1962-66 retail food prices in the United Kingdom had risen by 15-1 per cent. He 
did not therefore think that a 3 per cent rise, suitably spread, should occasion any 
great difficulty. 

Dr. Luns said that Professor Zijlstra and he had been struck by Mr. Brown's 
mention of a possibility that levies might be retained by the United Kingdom to 
deal with problems of structural reorganisation. He thought this was dangerous 
politically, in that such a device might be used by some to justify an assertion that 



Ihe United Kingdom was not ready to accept the Community system. The 
Community's Regulation 25 required that from 1st January, 1970, all levies must 
be transferred to the Community for Community purposes. He would suggest 
therefore that we should not advocate retention of the levies for British purposes. 

New Zealand was, in his view, by far the most important question. The 
Netherlands Government thought there were several possibilities for dealing with 
it. He thought that in Bonn three different ideas had been put to us*: (a) a 
Morocco-type protocol—the new arrangements for dealing with Morocco had not 
yet been worked out within the Community; (b) association with the Community; 
(c) some form of quota system. He believed that the length of a transitional period 
might be crucial in this case. The Netherlands Ministry of Agriculture believed 
that the French were reluctant to accept quotas without any limitation on their 
duration. But, for his part, he believed that the Netherlands could accept any of 
the three solutions that he had mentioned. 

As regards the balance of payments aspect of the agricultural question, he 
would not be surprised if not only the United Kingdom, but France also, would 
wish to have this problem settled in advance of British entry. In May 1966 the 
Five had agreed that the principle of equitable sharing of burdens within the 
Community should apply. He thought that we had a fair point in arguing that the 
effect upon our balance of payments would be inequitable. But he reminded 
Mr. Brown that at the end of 1969 the present agricultural financing system within 
the Community would come to an end; if we were members by that time then we 
should be able to play a major role in determining the future arrangements. He 
thought that there should be a gradual transition from the present lower British 
prices to the higher prices applicable within the Community. 

Summing up, he said he shared our view that the problems were difficult but 
not insurmountable. 

Mr. Wilson enquired exactly how much of the Community's present agricultural 
arrangement had to be renegotiated in 1969. He understood that from 1970 
onwards all levies had to be paid into Community funds. What then could be 
changed? Dr. Luns said that, supposing the Community had been expanded to 
10 members by 1970, their calculation was that payments under the fund would 
amount to around £700 million plus £100 million for the guidance element. 
Netherlands experts calculated that the United Kingdom would get back something 
like £35 million out of the £175-£200 million which she might be expected to pay. 
But the whole of the agricultural financing arrangement was open to revision before 
1970, apart from the principle that all levies would be payable to Community funds. 
Mr. Franke added that of course price levels applicable in 1970 could not be 
foreseen at the moment. Changes in prices depended partly upon what would 
have happened in the Kennedy Round. But he felt bound to say that he thought 
the chance of price increases was greater than the possibility of their decreasing. 
Professor Zijlstra asked whether we foresaw the changes which we needed being 
made before or after our entry to the Community. Would if be sufficient, in any 
agreement made, to state it as our reasonable expectation that such changes would 
be made? 

Mr. Wilson asked for clarification of Dr. Luns' view that the French might 
also be interested in changes. Dr. Luns said that the point arose on the balance 
of payments effect. He merely thought that it was possible that the French might 
wish to raise this question in order to provide them with an opportunity of 
discussing many other questions as well. He had only brought the point up as an 
after-thought. He agreed with Mr. Wilson that French motives in raising the 
question were likely to be very different from our own. He added that he doubted 
whether there could be any question of restricting in advance the liberty of 
individual countries to adopt particular positions in the 1969 renegotiation. But 
all Community countries thought that the burden upon the United Kingdom 
balance of payments would range between " somewhat excessive " and " very 
excessive ". He had yet to hear anyone argue that this burden was a natural 
consequence of the British position. 

Professor Zijlstra explained the philosophy behind the requirement that levies 
should be paid over to the Community. 

*Note: Dr. Luns apparently thought that the Germans had proposed these ideas: in. fact 
they were tentatively mentioned in Bonn by Mr. Brown as possibilities. 



Mr. Wilson said he was interested in the calculation that we might get back 
£35 million annually from the Community. At present we spent considerable sums 
to assist British farmers. He thought there was some doubt about how far our 
existing production grants would qualify for Community assistance; one of the 
objectives of the Common Market was, he understood, to reduce production in 
high-cost areas. He was given to understand that some of our production grants 
might not be permitted to continue. 

Dr. Luns thought that changes in United Kingdom production might be to 
the advantage of the United Kingdom. He would expect that production of 
both cereals and vegetables would increase. Mr. Wilson agreed that there would 
certainly be a change in the pattern of production. But he thought that this would 
result in an incorrect use of British resources. We were far better equipped for 
livestock than cereal production. We might finish up by being a major exporter 
of cereals. This he thought would be an irrational agricultural policy for the 
United Kingdom. Professor Zijlstra agreed that the Community's Agricultural 
Policy was not the most satisfactory one when seen in terms of the rational 
distribution of world resources; but the system was there and he feared that its 
principles could not be substantially changed. 

Dr. Luns hoped that the four problems outlined by Mr. Brown could be solved, 
given goodwill, mostly by transitional periods. 

Procedures 
Professor Zijlstra asked if it would now be the wish of the British Ministers 

to turn to questions of procedure; after signifying that this was so, Mr. Brown said 
that the guidance of the Netherlands Government would be welcome on the best 
procedure for the United Kingdom Government to follow after the present round 
of visits was completed. 

Dr. Luns said that there were three possibilities which could be considered. 
The first was to abandon the idea of applying for entry: he assumed this could 
be dismissed. The second was not to press too strongly for entry at present, but to 
wait for a more auspicious time later in 1967. The third was not to lose the present 
impetus but to follow up firmly the visits to the Six capitals. He favoured the 
third, which might be essayed in various ways. The first might be to make a 
declaration of intent, to which would be annexed the reasons why Britain wanted to 
enter the Common Market. The second might be to apply for membership and 
to specify the length of the transitional periods which would be required, in Britain's 
view, to meet specific difficulties which she envisaged. The third would be to apply 
for membership and refer to the need for transitional periods, but then to indicate 
Britain's willingness to enter into negotiations within a given period, should the 
Community wish this. This third possibility would enable Britain to avoid the 
charge that she did not really accept the Treaty of Rome and the regulations made 
under it. Britain should be ready to undertake preliminary talks with the 
Community if that were desired. The various positive approaches had advantages 
and disadvantages. On the one hand if Britain applied for entry immediately the 
visits were concluded she might risk being rebuffed. On the other hand delay in 
submitting an application would enable the Community to discuss other matters 
and thus lose the momentum which had been gathering since November 1966. To 
be too specific about the length of transitional periods might give the impression 
that Britain had too many caveats about the Treaty of Rome; not to specify the 
transitional periods might incur the charge of vagueness or unreadiness to negotiate. 

Mr. Wilson said that Dr. Luns had summed up the dilemma confronting 
Britain. On the one hand Her Majesty's Government wanted to avoid a loss of 
momentum and the prospect of long and arid talks about entry before real 
negotiations began. On the other hand they wanted to avoid a rebuff which might 
well be taken in Britain as a final rejection and would have serious effects on the 
political unity of Europe. Such a rebuff would call for the examination of 
alternative schemes to bridge the gap between the various groupings in the Western 
world. The fact that the visits to the capitals of the Six had been carried out 
quickly with little interval between each had maintained the momentum. One 
proposal which had been made was that a further round of bilateral talks might 
be undertaken in which he and Mr. Brown might or might not participate but we 
ought to get into a position where exploration could merge into negotiation, perhaps 



on a multilateral basis, although there were certain aspects which could profitably 
be discussed at varying levels on a bilateral basis. Visits would not solve the 
problem of France's policy, which remained enigmatic. At an appropriate moment 
further talks would be needed, but if they were to be with the Community as 
such, rather than with its individual members, the talks should be with the Council 
of Ministers of the Community. 

Dr. Luns said that discussions with the Community should be preceded by 
a definite application by Britain to join in some form or other. This would counter 
the French argument that the Council could make no move, because Britain had 
made no definite application. 

Mr. Wilson reminded him that Britain had made an application in January 
1963 and said that he had asked the Commission whether they regarded it as a 
matter which had been adjourned. If Her Majesty's Government asked for the 
adjournment to be lifted was it conceivable that France at that stage could decline 
to have it lifted, or would the French ask for Britain, e.g., to declare her attitude 
towards the Treaty of Rome before the request could be considered? 

Dr. Luns said that he thought that, despite some difficulty and the allegation 
that the British Government had been ruminating for too long, the adjournment 
could be lifted and that the French would not try to block such a course. 

Mr. Brown said that once there was a multilateral meeting between Britain 
and the members of the Community its only purpose could be to begin negotiations. 
The real difficulty was when to start negotiations. Mr. Wilson and he had not 
finally decided what to recommend to their Cabinet colleagues. In their discussions 
in the capitals of the Six they had indicated the likely problems confronting 
Britain and the kind of solutions which might be found, but they had had no 
indication from the French of the kind of solutions which would commend 
themselves. If negotiations could not begin that would be tantamount to a 
breakdown. 

Dr. Luns advised that Her Majesty's Ambassador to the Communities should 
ask the Commission to lift the adjournment. He was glad that during their visit 
to Brussels Mr. Wilson and Mr. Brown had held a discussion with the Commission 
since this was bound to create goodwill towards Britain. Although the Commission 
had no say in procedural questions it had the power to offer legal advice. 

Mr. Wilson said that although the talks in Brussels might have created 
goodwill in the Commission it did not necessarily follow that it had created 
goodwill in France. When he had asked the Commission informally at lunch 
about Britain's earlier application the members of the Commission had said that 
they understood that the British application of 1963 stood adjourned. But they 
had not been giving a considered view and some members had suggested that 
psychologically it would be preferable for Britain to submit a fresh application. 

Dr. Zijlstra said that a fresh application might be simpler to deal with. 
Dr. Luns said that if the adjourned application were revived there was a danger 
that all the old files would be brought out with the attendant risk of arousing old 
animosities and renewing detailed and profitless discussions which was not 
germane to the new situation. He suggested that it might be prudent to ask the 
French Government and the other member Governments what their views were 
on procedure. 

Mr. Wilson said that the French Government were likely to say that, whether 
Her Majesty's Government resuscitated the earlier application or put in a new one, 
the only point of interest was whether Britain accepted the Treaty of Rome. 

Dr. Zijlstra said that Her Majesty's Governments position seemed now fairly 
close to accepting the Treaty of Rome, which contained arrangements for 
transitional periods. To resuscitate the earlier application would complicate 
matters seriously; a new application should be made accepting the Treaty of Rome 
and its consequences. If Britain raised all the important problems which had been 
mentioned by Mr. Wilson and Mr. Brown such as changing the system of payments 
to the Agricultural Fund, and asked for these problems to be discussed before 
entry in the Common Market that would create a new stumbling block. But if 
the United Kingdom accepted the Treaty of Rome subject only to transitional 
periods, she could expect solutions to be found after she had entered. It was 



certainly possible for Britain to express her expectation that a reasonable solution 
would be found to the various problems but to make pre-conditions as distinct 
from transitional periods would create new stumbling blocks. The application 
for entry should therefore be couched in as simple terms as possible. 

Mr. Wilson asked whether Dr. Zijlstra would agree with Britain saying that 
she would seek to join the Community, provided that means could be found of 
safeguarding essential British and Commonwealth interests. 

Dr. Luns said that Britain would then be asked what those essential interests 
were. 

Mr. Wilson said that we could answer that question. The onus of saying 
that there should be no negotiations on the basis of that formula would fall not 
on Britain but on the Community or a member of the Community. If Her 
Majesty's Government were asked what the essential problems were she would 
reply on the lines indicated in the discussions in the capitals of the Six. But what 
would happen once Britain had given these answers? What would the Council 
of Ministers and the Commission do then? 

Dr. Luns said that he was not too optimistic about the next step. What the 
Council of Ministers did would be affected by political bias. The simpler 
Britain's application was, the better. If it mentioned safeguarding Commonwealth 
interests it would provide those who did not want Britain in the Community with 
a pretext for saying that Britain did not accept the Treaty of Rome in its entirety. 
It would be better to concentrate on transitional arrangements and make an 
application with as few conditions as possible. 

Mr. Wilson said that if the advice meant that Britain should put in an entirely 
unconditional application it would not be accepted by the British Parliament unless 
it was backed by a clear understanding of what would happen in relation to British 
and Commonwealth interests, what would be covered in the negotiations and what 
would be left for later settlement, and so on. 

Mr. Brown said that Britain was in the difficult position of answering all the 
questions put by the French but receiving no answer from the French to the 
questions Britain herself put. Would it be possible for the Netherlands 
Government to apply any pressure in Paris? 

Dr. Luns said that the Netherlands Government would exert what influence 
they could among the Five in order to provide Britain with the best possible 
platform but the main problem was to avoid receiving a downright refusal and 
to avoid unnecessary procrastination. 

Dr. Zijlstra said that if Britain's application did not specify exactly what 
Her Majesty's Government wanted, and did not deal with timing, it would give 
France and the Five a chance to object. 

Mr. Wilson said that if however our application was exact, that would surely 
invite either a rejection or procrastination? 

Dr. Luns agreed but said that a firm application would at least get things 
moving. 

Mr. Brown said that Mr. Wilson and he had now received almost as much 
advice as they could hope to get in their visits. They knew the various courses 
open to the British Government and would be able to decide what to recommend 
to their Cabinet colleagues. He agreed that it would only be a matter of weeks 
before a decision had to be taken on the next steps, in order to avoid a loss of 
momentum or a charge of procrastination. When Dr. Luns said he assumed that 
no definite decision would be taken until after the French elections on 15th March, 
Mr. Brown agreed and reminded Dr. Luns of the forthcoming visits to 
Luxembourg and to the EFTA meeting in Stockholm. 

Kennedy Round 
Mr. Wilson said that his colleagues would want to know what progress was 

being made in the Kennedy Round to harmonise the different offers made by 
Britain and by the Community. 



Dr. Luns said that it was important politically for Britain not to give the 
impression that she did not take the views of the Six into account in the Kennedy 
Round negotiations. 

Non-proliferation 
Dr. Luns said the same applied to the Non-proliferation Treaty which was 

also a delicate matter, and could create prejudice as a result of the attitude of the 
EURATOM Commission to the proposed controls under the Non-proliferation 
Treaty as now put forward. The unsatisfactory development of EURATOM 
stemmed partly from the French attitude in 1963. But he must stress that the 
Netherlands Government did not want EURATOM to be further weakened. The 
EURATOM Commission^ objections were levelled only at the system of controls 
of the Non-proliferation Treaty but they were very powerful as they regarded 
signature of the Treaty with its control clause as incompatible with the Treaty 
of Rome. The Netherlands Governments legal experts were less pessimistic than 
those of EURATOM, but their views had to be taken into account, and he hoped 
that it would not be necessary to refer the matter to the Court in Luxembourg 
which could take a long time to reach a decision. The Federal German 
Government had expressed a fear—which the Netherlands Government shared 
to a lesser extent—that the United States and the United Kingdom might get an 
unfair advantage over other countries as a result of their nuclear development 
in the peaceful uses of atomic energy and in the civil " spin-off " which flowed 
from it. 

Mr. Wilson suggested that it might be helpful if a Minister of State in the 
Foreign Office—perhaps Mr. Mulley and Lord Chalfont together with an expert 
on control procedures—were to visit EURATOM and the Commission for further 
discussions on this point. ITe believed that there was very little civil " spin-off " 
from military atomic energy, and our experts could be made available to discuss 
this too. 

Dr. Luns said that it was important to talk to EURATOM, which had its 
own machinery. But if the " Vienna " non-proliferation controls were accepted 
France would boycott EURATOM, and this would further reduce its effectiveness. 
The Netherlands Parliament was anxious to maintain EURATOM as an instrument 
of European co-operation. 

Mr. Brown said it would be intolerable if France kept Britain out of Europe 
and at the same time nullified EURATOM. He hoped both that EURATOM 
would survive and that the Non-proliferation Treaty would succeed. 

Kennedy Round 
Dr. Zijlstra said that the Netherlands Government were not over-optimistic 

about the outcome of the Kennedy Round negotiations. He asked what the British 
Governments forecast was. 

Mr. Wilson said that Britain was not over-optimistic ejther. The problem 
was not capable of solution if left to itself, since the American Congress would 
not extend the Presidents powers under the Trading Negotiations Act when they 
expire this summer, unless the substantive Kennedy Round negotiations had been 
successfully completed, leaving only consequentials and details to be settled. 

Britain was disappointed with the Community's offer list which did not 
compare favourably with Britain^. Our offer list was more generous and 
our exceptions list smaller. We would prefer to see the Community's 
offer improved in order to move to a higer level of agreement, rather than to 
reduce our own offer list. It was unrealistic to measure our offers by the trading 
position of countries in 1962, since in that year Britain had suffered a trading 
depression. In 1962-63 British imports and manufactured goods increased by 
30 per cent and in 1963-64 by a further 30 per cent. There had been little increase 
in 1964-65 because of the imposition of the temporary import surcharge. Imports 
in 1965-66 had risen by at least a quarter and were rising again in 1966-67 as 
a result of the removal of the import surcharge. In other words British imports 
and manufactured goods in 1966-67 were almost double those imported in 1962-63 
and the value of our offers was thus much greater than the original figures
suggested. He doubted whether this was as true of other countries. 

Dr. Zijlstra said that in the negotiations in Geneva the problem of agriculture 
presented particular difficulties. Closer co-operation between the delegation of 
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Britain and the Community might help to promote the momentum of Britain^ 
soundings about entry into the Common Market and this could be psychologically 
beneficial. 

Mr. Wilson said that we should like to see the two delegations come closer 
together but one-way co-operation was of no avail, and we should appreciate some 
encouraging move on the part of the Community. 

United Kingdom balance of payments 
Dr. Zijlstra asked whether it would not be better, in dealing with the Common 

Agricultural Policy or any other question, to lay less emphasis on the balance 
of payments situation? This was undesirable, as being likely to give the 
impression that the British balance of payments remained weak. Perhaps 
Mr. Wilson could say something on this subject. 

Mr. Wilson acknowledged that it would be preferable, in dealing with the 
fourth and most difficult problem which Mr. Brown had described in relation to 
the Common Agricultural Policy, to stress the essential unfairness of the 
Community's financial arrangements rather than to emphasise the strain which 
unconditional acceptance of the policy would place on our balance of payments. 
The Labour Government had inherited a balance of payments deficit of some 
£800 million in 1964. The exact size of the deficit depended upon whether account 
was taken of payment of interest and amortisation of the 1946 American loan. 
Britain had the right to defer payment until the end of the period of the loan which 
was towards the end of the century. "In 1964-65 we had deferred payment but 
not in 1966. Allowing for repayments of the loan, the deficit in 1964 had been 
around £830 million, in 1965 £370 million and in 1966 it was expected that the 
deficit would be around £200-£250 million. The exact figure would be available 
within the next few weeks. In the fourth quarter of 1966 we had been in surplus, 
although it was true that there were favourable seasonal factors, e.g., less British 
tourist expenditure in that quarter than in the third quarter of the year. The 
position now was that we were moving strongly towards a surplus in the balance 
of payments in 1967 and 1968. We had never been, almost within living memory, 
in direct surplus on trade alone as we had been reecntly, but our invisible earnings 
had traditionally cancelled out the visible trade deficit and met our Government 
expenditure overseas. We were now trying to hold down or reduce our overseas 
Government expenditure, which amounted to some £300 million on defence and 
some £200 million on overseas aid; the House of Commons would be debating 
our defence expenditure that day and the next. As the Netherlands Government 
would know, we were redeploying and reducing our forces overseas. This would 
continue, and much would depend upon the solution of the problem of German 
offset costs where we carried a heavy burden in payments over the exchanges. We 
were not seeking a reduction in budgetary expenditure, but what had been 
envisaged in the original agreement, i.e., the avoidance of payments across the 
exchanges which prejudiced our balance of payments. We had set a target of 
£100 million reduction over the year in the Governments oversea expenditure. 
It was not easy to implement, as the reactions of the Maltese Government made 
plain. Malta wanted our forces to remain; Aden wanted our forces to remain; 
and it was likely that Singapore also would not want a reduction in our forces, 
which would affect the employment 'of 30,000 workers there. It could not be 
denied that the presence of British Forces in a developing country carried with it 
strong implications of British aid, and the reduction of the Governmenfs overseas 
expenditure was thus not an easy task. 

(Mr. Brown expressed his regrets that he must now withdraw from the meeting 
to return to London. Accompanied by Dr. Luns, he left the meeting and 
Mr. Mulley joined it at this point.) 

United Kingdom economic position 
Mr. Wilson, turning to the economic position of the United Kingdom, said 

that our general trading balance was now very good. The monthly trade deficit, 
exports and re-exports being set against imports, had been reduced from 
£45 million per month in 1964 to £23 million per month in 1965 and £12 million 
per month in 1966. It might be suggested that these figures had been achieved 
only by imposing severe deflation, but it should be remembered that the measures 



of July 1966 had hardly had time to make themselves felt in our export performance 
by the end of 1966. Our internal economic position in 1966 had been one of fairly 
hioh activity and relatively low unemployment. In the last quarter our trade 
fjaures had been phenomenally good; we had a £90 million surplus, due in part 
[o the postponement of imports until the removal of the temporary import 
surcharge. Using the old method of calculating exports f.o.b. and imports c.i.f. 
there had not been a quarter in the last 50 or 60 years which had shown a trading 
surplus, until the last quarter of 1966. In January 1967 our exnorts had risen 
again. In short, between 1964 and the beginning of 1967 we had had the biggest 
increase in exports for a very long time. The value of our exports had increased 
by some 14 per cent over the last two years in compound value (7 per cent over 
1964-65 and 6-5 per cent over 1965-66). We expected this trend to continue; it 
had done so in the latter half of 1966 when the economy was still overheated; the 
trend was underlying and not related to the July measures. We had increased the 
emphasis laid upon exports, and The Queen had approved the introduction of 
a new Honour for those who promoted the increase in our export performance. 
We had no tax-on-value-added system to assist our exports through rebates of tax, 
but we were examining its possibilities. 

The measures we had taken in July 1966 were calculated to hold back imports 
and to apply a salutary shock to our industrial system. British industry was now 
more cost-conscious and this applied both to the employers and to the trade unions. 
The need to avoid waste both in money and in labour was being reappraised. All 
this would help our export performance, and it was only in a few areas that there 
was now a shortage of skilled labour. Given the continuance of our present export 
performance, we were confident about the basis of our future balance of payments 
and, indeed, we expected to be one of the few countries to be in surplus by the 
end of 1967. 

Dr. Zijlstra said that the Netherlands and Germany expected to be in surplus 
and had experienced the same sort of swing as Britain had between 1966-67. 

Mr. Wilson said that concern had been expressed elsewhere that Britain's 
trade was in surplus only as a result of severe deflation. In the 1950s the trade 
cycle had been related more to the periodicity of elections than to true economic 
factors. The 1959 election had been won on the slogan " You've never had it so 
good". But this consumer boom had led to the crisis in 1960 and to stagnation 
leading to high unemployment in 1963. It should be remembered that the 
restrictions of July 1966 had been imposed on top of the biggest budget surplus 
since the war and had been made inter alia by imposing restrictions on excess 
consumer demand through the hire-purchase regulations. This had led, admittedly, 
to some unemployment in the motor car industry, but he would regard it as a failure 
of his Governments policies if Britain were to reflate by the old means of 
indiscriminate expansion of uneconomic consumer and social expenditure. Instead 
we proposed to give priority to purposive investment expenditure. To help take 
up slack in the economy we had set up the Industrial Reconstruction Corporation 
with £150 million capital to encourage industrial rationalisation; a further £150 
million was being spent on reconstruction of the docks to assist our exports; 
substantial funds were being devoted to the re-equipment of our shipbuilding 
industry, and we were building more factories in depressed parts of the country 
to prevent other parts, such as the Midlands and the South-East from becoming 
over-developed. The Governments reflation policy was to switch from 

investment" in consumer durables, to capital investment in industries which 
would promote our export performance and thus help our balance of payments. 

Moreover, we attached great importance to our policy of incomes restraint. 
As a result of the freeze which had been imposed by the Government, wage rates 
had been raised by 0 -1 per cent of 1 per cent over the last six months. Some slight 
easing of the position would follow: on his return from The Hague he would be 
having difficult discussion with the trade unions. It was generally agreed that for 
a considerable period in the future restraint would be needed in prices and incomes, 
and the argument, though keen, related only to the method of achieving such 
restraint. Mr. Wilson said he had gone into some detail as Dr. Zijlstra, another 
economist, had expressed interest in the way in which Britain was meeting her 
economic problems. 
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Dr. Zijlstra thanked Mr. Wilson for his detailed exposition: the Netherlands, 
as Mr Wilson knew, was facing similar problems of wage restraint. He should 
perhaps mention also that if Britain joined the Common Market thefiscal system 
would have to be adjusted to meet the requirements of the Community. 

Mr. Wilson said that British experts were already working on the modalities 
of assimilating our tax system to that of the Community, and also of assimilating 
our social policies to those of the Six. 

The Meeting adjourned for lunch at 12.30 p.m. 
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The role of sterling 
Dr. Zijlstra said that, in the light of Mr. Wilson's economic exposition in 

the morning, it might be helpful if he could now deal with the implications of 
sterlinĝ  role as both a world currency and a reserve currency for the mutual 
aid provisions of Article 108 of the Treaty of Rome. Section 108 had been 
formulated in order to encourage members of the Community to give mutual 
help to any member country with balance of payments problems. When the 
Treaty of Rome was being drawn up, none of the currencies of the signatories 
was a reserve currency, and so the problems which would arise on Britain's entry 
had not been foreseen. It might perhaps be possible to distinguish normal 
assistance to EEC members with balance of payments problems from the problems 
of sterling as a world currency? 

Mr. Wilson said that Article 108 had, of course, already been invoked on 
behalf of Italy when she had had balance of payments problems. It almost 
seemed as if the Article had been drafted with Britain in mind, as it might be 
used not only if there were a disequilibrium in one's balance of payments; but 
also when there was no disequilibrium on the domestic balance of payments, for 
example, but only shortage of a particular type of currency or speculative pressure. 
Our view was, in fact, that the position of sterling depended very largely on 
Britain's own balance of payments. It was true there had been psychological 
factors affecting sterling in 1965 and 1966 when the British balance of payments ha 
in fact been improving; but these factors really arose from the lack of confidence 
not so much in sterling as in the basic British balance of payments situation. He 



had that morning explained the great improvement which had taken place in our 
balance of payments, and why we thought it would continue. Once we were 
in surplus, we did not expect lack of confidence in sterling to recur; but there 
were clearly two other factors, apart from the British balance of payments, which in 
previous discussions had been cited as affecting the position of sterling; one was 
the sterling balances; another was the role of sterling as an internationally 
accepted and convertible currency and, in reply to Professor Zijlstra, he would 
say something on each. 

Many countries were willing to hold their reserves in sterling because it was 
acceptable as an international currency and, unlike gold, it bore interest. The 
sterling balances had remained fairly constant in total even in 1966. There had 
been fluctuations, and big changes in their distribution, but, taking one year with 
another, the level of our sterling balances had been steady. Under the Basle 
Agreement a fall in the level of sterling balances could be offset by financial 
assistance from the signatories to the Basle Agreement. That mechanism which 
was an extra-Community arrangement in which the Six countries took part had 
worked well recently. 

Between one-third and one-half of total world trade was conducted in sterling, 
and this second or trading currency role of sterling meant that leads and lags 
operated sharply. Over the last three years, this had happened three or four 
times, but those who had sold sterling short had lost money in doing so. So long 
as the paeity was right—and we should see that it was kept right, the Community 
need have no fears about Article 108. 

We could appreciate that the Six might feel anxious that a recurrence of 
balance of payments difficulties combined with a reserve currency might if we 
had again to take remedial measures, lead to the export of unemployment because 
our deflation might in turn affect other member countries. But the Six need 
not fear that they would be affected by Britain's entry in this way. There were 
four safeguards: 

(1) Our balance of payments prospects were good. 
(2) The level of sterling balances remained relatively constant. 
(3) Special arrangements	 such as the Basle Agreement and recourse to the 

IMF were available should sterling come under pressure. 
(4) Britain's assets at home and abroad exceeded, overall, our liabilities. 

Dr. Zijlstra said that every bank ought to be able to realise its assets in an 
emergency. Mr. Wilson replied that any bank would have a difficult passage in 
mobilising quickly all its assets. Some of ours could be mobilised quickly: others 
were not liquid. But no country had a vested interest in seeing the pound 
weakened and Her Majesty's Government for their part regarded it as their 
duty to keep it strong. 

Turning to the sterling balances, Mr. Wilson said these were composed of 
different elements. Balances of sterling kept by Central Banks and Governments 
in the sterling area as a backing for internal currencies were a stable element. 
Trading corporations abroad such as the Ghana Cocoa Stabilisation Board held 
substantial balances in Britain. When cocoa prices had fallen, their sterling 
balances had fallen, but when prices rose, sterling balances rose also. Several 
oversea banks had appreciable holdings in Britain and many had holdings with 
local authorities: on occasion, they reduced their balances, but were not likely 
to do so while interest rates in Britain remained relatively high. Large trading 
organisations such as Unilever and Royal Dutch Shell also held balances to finance 
their transactions both in Britain and in other countries, for example, for the 
repayment of royalties; some corporations which had reduced their balances in 
1966 were now obliged to build them up again. 

While we now saw no likelihood of our entry involving our partners in the 
Community in the danger of deflation if difficulties with sterling did recur, we 
should be prepared to discuss the possibility of special arrangements should there 
be at some time in the future a move towards a single European currency. In that 
event, a number of measures might be considered for dealing with the sterling 
balances, but the IMF would be the appropriate forum for considering them in 
the first instance. 



Dr. Zijlstra said that in order to avoid the necessity of the other members of 
the Community underwriting sterling should Britain join the Community, would 
it not be desirable to limit the application of Article 108 to normal fluctuations 
in the balance of payments, and not to extend it to cover risks arising from 
pressures on a reserve currency, should a country like Britain with such a currency 
join the Community? The intention of the Six in drafting Article 108 had taken 
no account of the possibility of a member possessing a reserve currency. 

Dr. L uns asked whether Article 108 would in law be applicable to a reserve 
currency; for example, legal experts had some doubts whether it could apply to 
fluctuations in the sterling balances. 

Mr. Wilson said that he would leave the legal arguments to the lawyers, but 
on the subsance of it, if the Six sought a derogation from the terms of the Treaty 
of Rome in respect of Article 108 if Britain became a member, Her Majesty's 
Government would be happy to give it sympathetic consideration! Otherwise 
a layman might be inclined to interpret Article 108 as applying not only to any 
balance of payments difficulties Britain might have, but also to strains arising from 
sterling^ role as a reserve currency. It should, he thought, be possible to 
distinguish between these two kinds of fluctuation. 

The responsibility for helping Britain, if she were a member of EEC, in any 
difficulties arising from sterlings international role should remain where it was 
now, i.e., with the international monetary arrangements in which a much wider 
group of countries and central banks than those of the Six participated. When 
Italy had balance of payments difficulties, Britain, as well as members of the 
EEC and the United States and other members of the worlds financial community 
rallied round; and similarly with Britain in 1964. Moreover, assistance to India, 
Ghana, Ceylon and other countries in financial difficulties was given by a wide 
range of countries in the international financial community acting as consortia. 
The Six should therefore not fear that if Britain became a member of the 
Community she would place a legalistic interpretation upon the mutual aid 
provisions of Article 108 in order to meet pressures arising from sterlings 
international role, e.g., to underwrite the sterling balances. 

Dr. Luns said that it would be good for other members of the Six to know 
of this answer. 1 
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Jhr. van Lennep said that Mr. Wilson had clarified the position. Article 108 
had been drafted at a time when currencies were not readily convertible and it 
was doubtful whether it would apply to movements in the sterling balances. It 
had been drafted in circumstances when currencies were not convertible as they 
were to-day, and had been intended to provide assistance of a limited nature, the 
concept being that a member countryS deficit would primarily be dealt with in 
the context of the International Monetary Fund, and that assistance under Article 
108 would be a standby arising from any special strains or limitations which a 
country might experience as a result of its membership of a common market. 
Although Britain had among her assets extensive overseas investment there might 
be difficulties of liquidity in mobilising these investments in support of sterling. 
There was, therefore, some concern that, if Britain did not have a healthy balance 
of payments, there would be a danger of her having to resort to restrictive or 
deflationary measures which would affect her Common Market partners. It 
would be useful to have it on the record that the Community would not have to 
underwrite sterling against confidence movements if Britain had difficulties with 
her balance of payments; and that that responsibility would continue to be 
shouldered by the existing international monetary arrangements. 

Mr. Wilson said that it was realistic and reasonable to interpret, as Jhr. van 
Lennep had done, Article 108 not according to the strict letter of the law but 
according to the intention of its draftsmen. It was a reassuring factor that the 
Treaty of Rome was now being interpreted more pragmatically. The increased 
convertibility of currencies which had come about since the formulation of the 
Treaty of Rome had, of course, brought other developments in its train, and it 
could be that the EEC might encounter a Euro dollar squeeze if the United States 
balance of payments were brought into surplus—especially for example, if the 
war in Vietnam were to end. 



He agreed whole-heartedly with Jhr. van Lennep that the kind of problem 
which sterling had encountered over the last three years was a matter of concern 
to a much wider circle of financial authorities than those of the EEC, and was a 
matter concerning the financial authorities of the free world. In other words, 
under Article 108, the financial authorities of the EEC would not have a special 
Community obligation towards sterling, but rather a general concern shared 
with the other financial authorities of the world, i.e., as members as it were of 
the club of Central Bankers as the Federal Reserve Bank was. They had in fact 
helped Britain in 1964 in this latter capacity and not as members of the EEC. 
This was a new point, which had not been raised, at any rate in this form, in the 
previous visits to the capitals of the Six. 

Dr. Zijlstra and Dr. Luns said that it was very important and useful to 
know that, if Britain joined the EEC, Article 108 would not in her view oblige 
the other members to be sole underwriters of sterling. They had often told the 
other members of the Community this, but this was the first time their thesis 
had been confirmed. 

Dr. Zijlstra said that it was sometimes said that Britain's net reserve position 
was not a strong one, and therefore, despite what Mr. Wilson had just said, in 
the event of Britain joining the Community, the other members would be at some 
risk. The United States had a deficit in their balance of payments, but they 
possessed enormous assets throughout the world. Mr. Wilson had described 
Britain's economic growth and recovery but, in relation to the members of the 
EEC, her reserve position was, relatively speaking, weak. Had Britain's balance 
of payments improved sufficiently to be shockproof? 

Mr. Wilson said that our reserves were healthy in relation to our present 
and likely future balance of payments. We would be repaying later this year 
some of our drawings from the IMF. This repayment would have to be debited 
against our surplus in 1967 and our reserves. Our reserves covered a wide 
spectrum of assets ranging from gold and convertible currencies in the Bank of 
England to other less readily available assets. Our liquid assets did not, however, 
consist merely of gold and convertible currencies. We had liquified a large 
portion of our Government-held assets in the United States, but we had not yet 
taken them all into our reserves. In addition, we had short-term investments 
abroad, and also a very large portfolio investment which could in emergency be 
mobilised as the United States had done, although to realise these assets would 
affect the countries in which they were held as had happened in 1964 when some 
external investment in Britain had been realised. Our total oversea assets, 
including direct as well as portfolio investment, amounted to some tens of billions 
of dollars, but they were not all of course Government assets, nor of course were 
the oversea assets of the United States. 

Dr. Zijlstra said that it would not be possible for the Government to mobilise 
private portfolio investment overseas quickly. * 

Mr. Wilson said that he could see no situation in which the British 
Government would have to take urgent steps to mobilise oversea assets on the 
scale of our holdings. It was true that it would not be easy to liquify them, 
and whilst we had been obliged to realise some private oversea investments during 
the war there was no question of our having to do that now. 

Capital movements 
Dr. Zijlstra asked whether the Community's regulations on capital movements 

presented problems for Britain. 
Mr. Wilson said that on capital movements it was necessary to distinguish 

direct and portfolio investment. If we accepted the rules in respect of direct 
investment, it was uncertain whether investment between Britain and the Six 
would result in a net gain or a net loss to our balance of payments. However, it 
was probable that in an enlarged Community there would be more United States 
and other third country investment both in Britain and in the EEC. In principle, 
therefore, Britain should be able to follow the same road as the Six in relation to 
direct investment, but it was possible that there might be a need for arrangements 
to cover a period of strain for a year Or two. 
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As regards portfolio investment, it was again difficult to say whether 
liberalisation would on balance lead to increased portfolio investment from the 
Community to Britain, or vice versa. Our concern was that liberalisation could 
lead an outflow of capital from Britain through the Six to the United States 
since the members of the Community did not control outward portfolio 
investment closely as Britain did. Merchant bankers could, if our control on 
portfolio investment from Britain to the Community were lifted, organise in a 
matter of minutes investment from Britain to third countries, e.g., the United 
States, via Community financial centres who were not under similiar control of 
outward investment. It would be necessary to discuss such controls, without 
which we might find ourselves promoting property development in Manhattan at 
the expense of building up technological development in Europe. Britain would 
for this reason have more reservations on freedom of portfolio investment than 
on freedom of direct investment. 

There was also a regional problem arising from the control of direct 

investment. Unless Her Majesty's Government were allowed to continue their 

present policy of restricting industrial development in the South-East of England, 

there would be over-development of that part of Britain if Britain joined the 

Community; and still more so when the Channel tunnel had been opened. At 

present our controls enabled us to prevent building of factories in congested 

areas: he understood, however, from previous discussions that this would still 

be permissible if we joined the Community: it was important for us to know 

whether severe restrictions on regional development could be maintained in the 

Community. 


Dr. Zijlstra said that the Netherlands Government operated regional policies 
designed to promote investment in certain parts of the country, and as a corollary 
to inhibit development in other parts. The Commission was considering how to 
harmonise the regulations dealing with regional development in the member 
countries of the Six, but they all had sensitive regional problems, and he did not 
envisage that regional policies would be a serious problem for Britain if she 
joined the Community. 

Returning to the main subject, Dr. Zijlstra said he appreciated that freedom 

of capital movements presented Britain with a problem. The Netherlands had 

also had problems with capital movements in 1957 when the Treaty of Rome was 

being formulated; and he advised Mr. Wilson not to make a pre-condition of 

entry of capital movements. All the members of the Common Market had 

problems in connection with capital flows, and if Britain joined, she could discuss 

with the other members of the Community the further control of capital movements 

to third countries. 


Jhr. van Lennep said that when the Community rules were made, there had 
been no problem of undue net outward flows of investment, and the rules did not 
therefore provide for Community control over them. He would appreciate that 
Britain might accept a wider measure of liberalising capital movements within 
the EEC than to third countries. But there was a ready made solution in Article 70 
Section 2, of the Treaty of Rome, which provided that: 

" Where the measures taken in accordance with the preceding paragraph 

do not permit the elimination of differences between the exchange rules of 

member States, and where such differences lead persons resident in one of 

the member States to make use of the transfer facilities within the Community

as provided for under Article 67, in order to evade the rules of one of the 

member States in regard to third countries, that State may, after consulting 

the other member States and the Commission, take appropriate measures to 

overcome these difficulties." 


The Community preferred non-discriminatory policies, but if there had to be 

discrimination against third countries, Article 70 would surely provide the solution? 


Mr. Wilson agreed that Article 70 might help. This could be discussed further 
if Britain were to join the Community. A longer period of adjustment would 
certainly be required by Britain for portfolio investment than for direct investment, 
and he was not sure whether transitional arrangements would be adequate. He 
observed that the Community accepted discrimination in agricultural policy in the 
interests of European agriculture to the disadvantage of other agricultural 



countries. It hardly seemed consistent with this that discrimination in respect of 
hortfolio investment which could promote the economic and technological 
development of Europe should be frowned upon—especially as capital movements 
had been liberalised more than trade since the last war. 

Dr. Zijlstra said that France would be Britain's best ally if she sought to 
restrict the freedom of portfolio investment to third countries. The balance of 
payments of the Community as a whole was strong, but there was some concern 
about the export of capital. 

Jhr. van Lennep said that the Community policies had been formulated at a 
time when there was too great an inflow of capital, and there: had been no need to 
impose restrictions on outward flows; but if a net outflow from the Community 
to third countries were to develop, this would soon lead to a reconsideration of 
policy, and there was no Community philosophy against restriction of outward 
capital flows, whether of direct or portfolio investment. 

Mr. Wilson said that, whereas Dutch and European investors in general had 
been free for some years to invest in the United States or other third countries if 
they wished to do so, British investors had not had that freedom. There might 
therefore be a pent-up demand which could lead at least initially to a substantial 
outflow of capital if portfolio investment outwards were liberalised. But if Britain 
maintained a higher interest rate than was needed for internal purposes, this might 
stem the outward flow. 

Dr. Zijlstra said that, so long as there was not a net outflow of capital from 
the Community, there was no need to worry too much. The Community would 
be readier to accept restrictions of capital movements than restrictions on trade: 
and there were still within the Community some national restrictions on inward 
flows of capital. 

Mr. Wilson said that whereas Britain could prevent the take-over of British 
firms by outside interests, she encouraged inward investment which brought with 
it advantages such as technological knowledge and improvements in the quality of 
management. 

Technological development 
Dr. Zijlstra then invited Mr. Wilson to speak about technological development. 
Mr. Wilson said that the previous evening he had given a number of figures to 

M. de Block which he had subsequently had checked. Her Majesty's Government 
spent on technological research (excluding defence expenditure) £286 million, an 
increase of one-third over the last two years. Of this, £129 million went to 
Universities and Research Councils and to the Government-sponsored Institute 
for Nuclear Research. An indication of the importance we attached to technology 
was the establishment of the Ministry of Technology which now employed 7,600 
staff, excluding those engaged for contract work. On computers for Universities 
and Research Councils, we should be spending £30 million over the next six years, 
and the Government itself spent between £6 million and £7 million a year on 
computers. Local authorities were being encouraged to instal computers at a 
cost of £3 million a year. Research funds were also being granted to the National 
Research Laboratories to develop computers. Among the other interesting projects 
we were developing was the fuel cell. 

In his speech at the Guildhall, he had referred to a technological Community. 
By this, he did not mean to imply that a fourth European Community dealing 
purely with technology should be established, but rather that the technological 
wing of a merged Community should be developed if, at the time of BritahVs entry, 
there were one Community; if there were still three Communities, then 
EURATOM might be strengthened by an injection of technological expertise. 
Britain welcomed Signor Fanfanfs proposal, although she doubted whether NATO 
was the right forum for this work, and wished to encourage conversations between 
scientists and technologists of Community countries-. But major technological 
achievements going beyond such exchanges depended upon the achievement of a 
common market for the products of technological innovation. British firms wanted 
to be assured of a bigger market for their products, and he had told General 
de Gaulle in Paris that we should not be willing to share our technological advances 



if our products had to surmount a wall of external tariffs between the two 
European Communities; this was a factor which was also bound to limit bilateral 
co-operation in civil as well as military projects of a technologically advanced 
nature. 

Dr. Luns said that some fears had been expressed that, if Britain entered the 
Common Market, Britain and France might continue bilateral projects which 
could harm technological developments in the Netherlands, Belgium and 
Luxembourg. 

Mr. Wilson said that they should not fear this: there was no doctrine of 
exclusivity or duopoly in our minds. Britain was, for example, trying to promote 
tripartite development of some military aircraft of multilateral sales. It was true 
that military aircraft tended to be ordered only by the Governments collaborating 
in their production, but with private and civil projects, multilateral co-operation 
and a common market were essential. 

Dr. Luns said he hoped that Britain's trump card would not be committed in 
advance of her entry into the Common Market because of bilateral projects in 
aircraft production. 

Institutional questions 
Dr. Luns then asked for Her Majesty's Governmenfs views on the question of 

majority decisions and the compromise reached at Luxembourg in February 1966. 
The Five contended that majority voting would become the rule as the Community 
developed and enlarged itself, whereas the French held the opposite view. When 
he had served as President of the Council of Ministers, he had in fact been able 
to accept majority voting on a number of points. Was it true that Britain favoured 
unanimity rather than majority voting? 

Mr. Wilson said that it was not for Britain, since she was not yet a member 
of the Community, to intervene in the difference of opinion on this subject which 
had been registered in the Luxembourg agreement. He could say that once 
Britain entered, she would accept the Treaty of Rome no less than other members. 
So long as she was not a member, she would not wish to add to the difficulties of 
the existing members by interfering in a domestic Community matter. 

Dr. Luns said that there was a strong body of opinion in the Netherlands to 
increase the degree of European parliamentary control over the Community, 
especially in respect of the large sums which the Commission would control. 
Indeed the Dutch Government had accepted unanimously a resolution of 
Parliament to that effect. Had Britain considered this matter? 

Mr. Wilson said that Her Majesty's Government had given some thought to 
this question, but not as much as would be given if Britain were a member of the 
Community. Naturally, as prospectively a very large contributor, she would be 
interested in seeing that the funds of the Community were well spent; but again, 
it would be wrong for us to intervene before we became members. 

Dr. Luns recalled that there had been long discussions among the Six in the 
past about ultimate political union in the Community. The original Fouchet 
proposals had been rejected by France because she did not agree with the 
supranational ideas implicit in them. The Five had been disappointed at this 
decision. He recalled it because, in April, the new Netherlands Government would 
probably wish to go as far as supporting the Second Fouchet Plan, especially if 
Britain were a member of the Community. He recalled that in 1962-63 Her 
Majesty's Government of that time had agreed with the views of the Five on this 
matter. 

Mr. Wilson said that Britain had been interested in the political unity of 
Europe since the First Fouchet Plan, and had expressed the hope that Britain 
might be associated with any talks about Europe's political future, even if she were 
at that stage not a member of the Community. Her Majesty's Government had 
received no response to this approach. 

Dr. Luns suggested that the Ministerial meeting of WEU on 3rd and 4th April 
might provide a convenient opportunity for discussing Britain's soundings about 
entry. 



Mr. Mulley said that it was to be hoped that either Mr. Brown or he would 
attend that meeting, and would welcome a discussion; but if the Six were to become 
involved in talks on this topic before Britain's application for entry it could delay 
consideration of our application, should we decide to make one. Mr. Wilson 
emphasised that it would be undesirable for any of these discussions to be used 
in such a way as to prejudice Britain's position. 

Dr. Luns said that they would see to it that that would not happen. The 
question of the fusion of the Executives had still not been solved; but there was a 
rumour of a secret Franco-German agreement that Professor Hallstein should 
retire in September, and that an Italian should head a new and enlarged Executive. 
The Netherlands Government were bound to seek the approval of the Dutch 
Parliament for any fusion agreement before the exchanged instruments ratifying it. 

Mr. Wilson asked whether Dr. Luns could give any indication about the 
rumour which had appeared in the Observer the previous day about a secret 
Franco-German agreement to keep Britain out. Was this mere sensational 
journalism or was there any foundation of fact in this story? He noted also 
that the Daily Telegraph that day had carried a story that the Netherlands 
Government were opposed to Britain's entry. Perhaps this was an erroneous 
impression that could be corrected at the Press conferences which were to follow. 

Dr. Luns said that the Daily Telegraph story was completely contrary to the 
feelings of the Netherlands Government and he would controvert it at the Press 
conference. Full information had been received from Bonn about the talks which 
Mr. Wilson and Mr. Brown had conducted, and there was no indication at all of 
a secret Franco-German agreement. 

European Coal and Steel Community (ECSC) 
Dr. Luns asked whether Britain proposed to join the ECSC? His 

Government were somewhat worried about the ECSC: it was the most 
supranational of all the Communities, and it was attempting to integrate supply 
and demand within the Community in supply circumstances of great difficulty 
and with increasing closures of coal mines. Would Britain need a transitional 
arrangement in order to adapt to the Treaty of Paris which set up the ECSC? 

Mr. Wilson agreed that the coal position was becoming increasingly difficult. 
We too were closing down uneconomic coalmines and transferring miners to more 
economic pits. Over the last 18 months, our closure programme had been speeded 
up, with consequential social problems; and now, the discovery of large amounts 
of North Sea gas would further affect our coal and also other fuel industries. We 
were still appraising the implications for our energy programme and the part of 
our National Plan which dealt with energy policy was now outdated. Although 
he agreed with Dr. Luns that the ECSC was not the easiest^ of Communities to 
deal with, we would intend to play a full part in it if we applied for membership. 
Apprehensions that quantities of British coal would be dumped in the Community 
were exaggerated: our domestic market was our principal outlet, and we were 
currently exporting only three-quarters of a million tons a year to the Community, 
much of it in special types of coal. There was need for order in the coal market, 
and arrangements for that would need to be part of a wider European energy 
programme, which would require further examination whether Britain entered 
or not. Mr. Brown and he would have the advantage of discussions with the 
members of the ECSC Executive the following week when they visited 
Luxembourg. 

Dr. Zijlstra agreed that a common energy policy, whether nuclear 
or traditional, was urgently needed. 

Conclusion 
Dr. Luns said that it was desirable that at the two ensuing Press conferences 

he would firmly rebut any suggestion that the Netherlands Government opposed 
the British Governments intention of maintaining the momentum of their 
initiative, and would say that the Netherlands Government would support a British 
application for membership of the Community. 



Dr. Zijlstra said that the discussions had been most fruitful, and had helped 
the Netherlands Government to understand more fully a number of points which 
had so far remained in doubt. He could assure Mr. Wilson that the Netherlands 
Government were extremely favourable towards British entry to the Community. 

Mr. Wilson said that he too had found the discussions extremely valuable. 
It had been most useful to draw on the experience of the Netherlands Government, 
who had been approached as friends and who had given helpful advice about 
future procedures. If shortage of time had prevented them from discussing 
political matters as fully as they had discussed economic and agricultural matters, 
this did not in any way imply that either side underrated the importance of the 
political development and influence of Europe. He thanked Dr. Zijlstra and his 
colleagues for their hospitality and for the time they had generously given to the 
discussions. 

The meeting ended at 6.30 p.m. 



RECORDS OF CONVERSATIONS IN LUXEMBOURG 

NOTE OF A CONVERSATION AT THE BRITISH EMBASSY, 
LUXEMBOURG, ON TUESDAY, 7th MARCH, 1967, AFTER DINNER 

Present: 
The Right Hon. Harold Wilson, M p M. Pierre Werner 
The Right Hon. George Brown, M  P
H E Mr. D. Malcolm

 M. Gregoire 
 M. Clasen 

Sir Burke Trend M. Pescatore 
Sir Con 0'Neill 
Mr. W. A. Nield 

Problems of United Kingdom entry 
Mr. Wilson after expressing his pleasure at being in Luxembourg, said that 

he hoped that on the following day it would be possible to discuss some of the 
issues which we regarded as the main problems in relation to our entry into the 
EEC-the Common Agricultural Policy; capital movements; Commonwealth 
interests, and so forth. We ourselves had come to believe that none of these 
problems need be insurmountable; and we had been impressed by the fact that 
the chief objection which was now being raised against our entry seemed to 
be the fact that it would change the basic nature of the Community. Was this a 
real objection? We should be very grateful for the advice of Luxembourg 
Ministers about the best way of meeting it. 
Luxembourg's attitude 

M. Werner said that, as British Ministers would know, they had the full 
sympathy and support of the Luxembourg Government in their renewed attempt 
to enter the EEC. The Luxembourg Government were convinced, as a result 
of their own experience of the practical working of the Community, that every 
problem—not excluding the difficult question of the Common Agricultural Policy— 
could be solved provided that the political will to solve it existed. He would be 
particularly interested to hear from the Prime Minister on the following day the 
nature of the difficulty which we saw in relation to the question of capital movements. 
Capital movements 

Mr. Wilson briefly explained that for Britain this was essentially a question 
of the opportunity which might be provided for portfolio investment to flow, via 
the EEC, to the United States and so to evade British exchange control. 

M. Werner said that this might raise the whole question of the relationship of 
sterling to the Community? Luxembourg permitted complete freedom of capital 
movements; and, if this freedom had to be made subject to some degree of 
restriction, this might be thought to imply that the Commission in Brussels would 
need to be invested with a new kind of supra-national authority going beyond 
anything which had hitherto been envisaged in the context of the integration of 
the financial and monetary policies of the members of the Community. 

Mr. Wilson replied that the problem might perhaps be tackled in terms of a 
transitional period for portfolio investment which would need to last until agreement 
had been reached on the type of permanent controls required. 
Technology 

Mr. Wilson said it was important not to underrate the British argument on 
this point, since it had a direct bearing on the whole question of European 
technological development. Europe must be prepared to compete with the United 
States in technology and, therefore, to create the right conditions for the intensive 
investment which would be required for this purpose. The computer industry 
was an outstanding example in this context; and it was this thought which had; 



prompted his own suggestion that something in the nature of a fourth community 
should be created. He had not used this term in any institutional sense. He 
had rather meant that the EEC should concentrate on maximising its technological 
potentialities; and this necessarily implied some degree of control over the 
movement of the capital which would be needed for this purpose. Britain could 
contribute a good deal to the technological development of Europe (including 
nuclear technology, although we believed that the technological overspill from 
military nuclear development was small), provided that we were an integral member 
of a market large enough to give our technological potential full scope. 

Commonwealth interests 
Mr. Brown said that we did not regard Commonwealth interests as an 

insuperable obstacle to our entry to the EEC though it was clear that some special 
arrangement would have to be made for New Zealand. Even here, however, a 
very long transitional period—possibly of more than 20 years—might suffice. 

Problems of the Six 
Mr. Wilson asked what were likely to be the main problems for the Six 

themselves if we tried to enter the Community? 
M. Werner replied that they could be summed up as being the risk that the 

Treaty of Rome might be diluted into little more than a mere customs union 
which Britain and France together would dominate. But it was precisely this 
sharing of control which General de Gaulle foresaw and resented. 

It was agreed to continue the discussion in more detail on the following day. 

RECORD OF A MEETING BETWEEN THE BRITISH PRIME MINISTER 
AND FOREIGN SECRETARY AND THE LUXEMBOURG PRIME 
MINISTER AND FOREIGN MINISTER HELD IN THE " TERRE 
ROUGE", LUXEMBOURG, ON WEDNESDAY, 8th MARCH, 1967, 
AT 10 a.m. 

Present: 

The Right Hon. Harold Wilson, M P M. Pierre Werner 

The Right Hon. George Brown, M P M. Pierre Gregoire 

H  E Mr. D. Malcolm M. Wehenkel 

Sir Burke Trend M. Petit 

Sir Con 0'Neill M. Pescatore 

Mr. W. A. Nield M. Clasen 

Mr. A. N. Halls M. Borschette 

Mr. A. M. Palliser M. Wagner 

Mr. C. M. MacLehose M. Duhr 

Mr. T. Lloyd-Hughes M. de Muyser 

Mr. D. J. D. Maitland 

Mr. N. Statham-

Mr. W. K. Reid 

Mr. R. Lederer 


M. Werner renewed the welcome he had given on the previous evening to 
Mr. Wilson and Mr. Brown on their visit to Luxembourg, the last stage in their 
tour of visits to capitals of the EEC. He hoped that this stage would be successful 
both for bilateral relations between their two countries and for matters of major 
European concern. The fundamental position and the ideals of the Luxembourg 
Government were already known to Her Majesty's Government. Since 1962 when 
the possibility of Britain joining the Community had first been seriously discussed 
the position of the Luxembourg Government had not changed; but there had been 
changes in the political and economic situation of the world. He offered Britain 
his Governments best wishes for the action they were now taking. 



Mr. Wilson thanked M. Werner for the warm welcome which had been 
extended to the Foreign Secretary and himself and for the helpful informal talks 
which had taken place on the previous evening. He did not think it was necessary 
to go over familiar ground since the Luxembourg Government would have read 
the statements he had made in the House of Commons in November 1966 and at 
the Council of Europe meeting at Strasbourg in January 1967. They would also 
have had accounts of the progress of the talks in the other five capitals from Her 
Majesty's Ambassador and no doubt from the other members of the Community. 
The purpose of the visits was to explore the possibility of entering the EEC, provided 
that Britain's essential interests could be safeguarded. The advice of the 
Luxembourg Government would be welcome when the British Cabinet came to 
determine whether and when Britain should activate negotiations for entry. 
Understandably the discussions in the capitals of the Six had been occupied with 
the difficulties which would occur if Britain applied for entry; but it was also 
important to take account of the value of her entry for the future of Europe. It 
was Britain's firm intent to enter the Community if her essential interests could be 
safeguarded. The Foreign Secretary and he would not have undertaken their 
strenuous but enjoyable round of visits had they not meant business. They had 
started with the knowledge that members of the Six had expressed the hope that 
Britain would enter and that the Treaty of Rome fully allowed for the admission 
of new members. 

The reports of the discussions which had already taken place would have made 
it clear that Her Majesty's Government did not consider the Treaty of Rome in 
itself as presenting an impediment to our entry provided our essential interests 
could be safeguarded. Most of the problems which had been discussed could be 
solved when the actual workings of the Treaty of Rome were examined closely. 
For example, the question of sterling and the implications of Article 108 of the 
Treaty did not now appear to present the difficulties which had at first been 
foreseen. 

The main points of difficulty were the Common Agricultural Policy and 
especially its financial regulations; certain aspects of capital movements; 
Commonwealth questions; and certain aspects of regional policy, although here 
again the further the talks had developed the more it had appeared that the 
difficulties under the latter head would not be as great as we had feared. 

To list these main points did not mean that there were not other points of 
difficulty. But Her Majesty's Government envisaged that the negotiations for 
British entry, if Britain decided to activate them, would be concentrated on a 
few main issues and would not involve detailed discussion of what amounted to a 
grocery list. Many detailed matters had been discussed in 1962. Many problems 
had altered since then, and many could be dealt with from the inside after Britain's 
entry. There would also be certain questions arising from harmonisation 
procedures, e.g., it would be necessary to work out a timetable for adaptation to 
the common external tariff. But that kind of question should not present major 
political difficulties. 

Mr. Wilson said that he was aware that in some quarters there was a feeling 
that Britain's entry would dilute and weaken the Community. To use a metaphor 
which had been employed in previous talks it had been suggested that, if more 
coaches were added to the Community train, the train would find itself labouring 
or losing its sense of direction. It was true that additional coaches might be added 
if Britain and some other countries joined, but there would be a more powerful 
engine and the whole train would continue along the track already laid down. In 
other words the accession of Britain would strengthen the Community and its 
purpose. The eventual size of the Community might amount to some 300 million 
people, providing the largest market in the free world apart from India. The 
concentration of skill and technological expertise would help Europe to become 
stronger and economically more independent and thus to play a bigger and more 
important role in the world. Those were material difficulties to be overcome but 
in discussing the future of the Community and of Europe it was important to 
remember that the political advantages and motivation of an enlarged Community 
and a strengthened Europe were more important than the difficulties in the way. 

Institutional questions 
M. Werner said that the Luxembourg Government had a positive approach 

to the question of Britain's entry. It considered that the Community could gain 



substantially in strength and influence both politically and economically if Britain 
became a member. As one of the big Powers, her joining would present a complete 
picture of intra-European co-operation and would make Europe stronger in world 
affairs. 

One of his Governments concerns, however, was that the achievements of 
the Six in producing an advanced system of economic and political collaboration 
should not be weakened by new institutional or legal problems which might arise 
through the addition of new members. He had been glad to hear from Mr. Wilson 
that he too was concerned that the efficiency and cohesion of the Community 
should not suffer. The Community had now had much experience in solving 
the problems of individual member countries by negotiation. With goodwill 
transitional arrangements could be agreed for all vital matters. 

Although most of the discussion would hinge on the Treaty of Rome, it was 
important not to forget the Treaty of Paris, especially since the prosperity of 
Luxembourg was based on its Coal and steel production. Some of the principles of 
the Treaty of Paris were very important; in particular non-discrimination in 
marketing among members of the ECSC should be maintained; this was part of 
the philosophy which had been in the mind of the founding fathers of each of the 
Communities and should not be forgotten. Collaboration among the signatories 
of the Treaties of Paris and of Rome should lead to closer co-operation in political 
matters among the Six, the Seven, the Ten or however many members there might 
be of an enlarged Community. 

The Luxembourg Government had received reports on the discussions which 
had taken place in the other capitals of the Six. He would not therefore wish to 
trouble Mr. Wilson and Mr. Brown to repeat all the points they had made previously. 
Certain problems had become clearer in the course of the talks. He suggested that 
institutional aspects of the Treaties should be discussed and then the major 
problems of agriculture, capital movements, Commonwealth trade and regional 
development. As he understood it, Britain accepted the principles of the Treaties 
as they stood at present. 

Mr. Wilson said that she did, just as the Six did. 
M. Werner said that there had been certain developments which had gone 

beyond the original Treaties, for example in the ECSC. Would Britain be prepared 
to collaborate in developments of that kind? 

Mr. Wilson said that Britain would consider it impertinent to express views 
on any disagreements which had-arisen among the members of the Communities 
but she would be prepared to play her full part in discussions and development 
if she were a member of the Communities. To revert to his earlier metaphor, 
one felt more sense of movement and acceleration in a train than if one stood 
watching it go by. 

M. Werner said that, when the question of majority voting had been debated 
in Luxembourg, the Six had come to the conclusion that they should state two 
different views in the same text. His Government considered this to be a false 
problem since they did not believe that one member country would be overruled 
by the other members of the Community where the vital interests of that 
Community were concerned. But a Community could not be run without the 
sanction of majority voting, since otherwise there would be no arbitration of the 
problems that arose in interpreting the original Treaty. 

Mr. Wilson said that it was helpful to have M. Werner's views on this; they 
represented a realistic way of looking at the problem. It seemed right that if a 
problem arose affecting the vital interests of one country then the other members 
of. the Community should make every effort to meet these difficulties. On the 
other hand it would be wrong to disrupt the Treaty by pushing its national interest 
to the point of overriding the will of the Community as a whole. Where decisions 
had to be reached it was best to proceed in the sense of the whole meeting; but 
it might be that certain matters would have to.be decided by a vote. For this 
reason he felt that M. Werner's position was realistic. 

M. Werner said that certain provisions of the Treaty of Rome involved 
co-operation in matters which were not determined by the Treaty itself. Trade 
policy was one; the Community had succeeded in taking a number of decisions 
oh the Kennedy Round, but there were still large areas of trade policy which 
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were not covered by Community decisions, for example trade with Eastern Europe 
d with under-developed countries. The Luxembourg Government felt that 

closer co-operation in these matters should be pursued. Would Britain see any 
difficulty in this? 

Mr. Wilson said he saw no problem for Britain in this proposition. 

a n  

M. Werner said that a problem might be created by the sovereign rights of 
States in relation to harmonisation of taxation. This was most likely to arise 
fj t in relation to indirect taxation such as the turnover tax, but in due course rs

the Community might feel the need for harmonisation of direct taxes, such as 
income tax. 

Mr. Wilson said that if we were a member, of course Britain would accept the 
position of the Community in this respect. The British Government were 
constantly examining their tax structure. As he had said in the summer of 1966, 
the Conservative Governments had rejected a value-added tax but his 
Administration were looking again at this possibility. He understood that in the last 
two weeks the Community had decided to move away from the " cascade " type of 
value-added tax. Indirect taxes were of course related to the freedom of trade within 
the Community, and, given time for transitional arrangements to operate, he would 
see no insuperable difficulty in harmonising indirect taxation. In the long term 
the same would apply to social taxation, involving payments by employers to 
finance social policies. If Britain joined the Common Market, and if there were 
no harmonisation of social taxation, British industry and the industry of the rest 
of the Community would receive different treatment. He noted that the Treaty 
of Rome imposed no obligation to harmonise direct taxation; but if this were 
desired in consonance with the spirit of the Treaty the British Government would 
play its part in discussing the matter. 

Fusion of the Communities 
M. Werner said that Mr. Wilson would be aware of the impending merger 

of the Executives of the Communities. The Luxembourg Government were 
concerned that the merger of the Communities themselves should lead to a position 
of strength rather than one of weakness. What was the British attitude to the 
merger? 

Mr. Wilson said that this was largely a question of the timing of our entry. 
Britain would be prepared to join the three separate Communities or one merged 
Community depending upon the state of development at the time. Britain could 
certainly strengthen EURATOM, but she would be ready to play her part whether 
the Communities were separate or fused. 

M. Werner said that the British desire to strengthen EURATOM would 
make the prospect of Britain joining the Communities, more attractive both to 
the public opinion and the Governments of the Six. If Britain were able to bring 
her technological expertise into the Communities it would be of great importance. 

Mr. Wilson said that his purpose in his Guildhall speech in 1966 had not been 
to propose the establishment of a fourth and separate Community for technology, 
but to advocate the strengthening of the technological content of the Community 
or Communities. The whole of Europe needed a larger market for the products 
of technology. If the Community were enlarged to a figure approaching 
300 million persons, it would provide a market large, enough to justify 
manufacturers taking risks in deploying resources on major technological research 
and development which in a smaller market would prove a much more hazardous 
operation. He cited as an example the fact that, when the Labour Government 
had come into office, they had decided to abandon work on the TSR-2 which had 
taken £750 million expenditure in research and development, although the market 
for the aircraft was restricted to the RAF. Her Majesty's Government had now 
undertaken joint defence projects with the French Government which would halve 
the cost and double the market for military aircraft since both the French and 
British Air Forces would use the products of this particular branch of technology. 

In computer technology none of the European countries could compete by 
't?elf on equal terms with the United States; but if there were a market of some 
300 million persons Europe could compete successfully. If Europe were not in 
the forefront of technological development by the 1970s, she would become a 



second-class technological area relying on the United States for new developments 
and producing herself only those traditional goods which she had produced 20 years 
earlier. Technological co-operation on the necessary scale would not be feasible 
in a divided Europe, no matter how many learned papers were read by professors 
or how much advice was communicated by scientific attaches. Our businessmen 
would not take the risk of incurring substantial expenditure on research and 
development if they had to compete with United States firms and face the same 
tariff barrier as the Americans faced because of non-membership of the Common 
Market. 

M. Werner said he agreed: and suggested the meeting should now discuss 
agricultural problems. 

Agricultural problems 
Mr, Brown said that there were four related problems in agriculture, none 

of which in the view of Her Majesty's Government required changes in the Treaty 
of Rome, or in the Community's institutions. They were of varying degrees of 
difficulty and he proposed to set them out in ascending order of difficulty. 

(i) The effect on the cost of food and the cost of living. If Britain switched 
to the Community system with its higher prices, this would have a substantial 
effect on our price levels, estimated at 10-14 per cent as regards the increased 
cost of food and 3-34- per cent as regards the rise in the cost of living. He 
understood that the calculations made by the Commission were roughly the same 
as those made by Her Majesty's Government. If the change could be made 
over a long period these increases would be relatively unimportant; if they were 
made over a short period, the effect in Britain could be severe. The length of 
the transitional period would therefore be of considerable importance. 

(ii) The distorting effect on the pattern of British agricultural production. If 
Community and world prices of agricultural products remained at their present 
level the overall profitability of British agriculture would probably be no worse 
than at present but there would be changes in the pattern. The level of 
Community prices would stimulate cereal production and would depress some, 
but not all, livestock production. The smaller farmers tended to be livestock 
producers: this meant that the Government would have to face a considerable 
series of structural changes within the pattern of British agriculture. The 
western and northern parts of Britain had climatic and soil conditions which were 
relatively unsuitable for cereal production. It would take time to carry through 
the structural changes which would be needed for encouraging smaller farmers 
to merge and to adapt their production to the Community's agricultural policy 
by. changes in production, by amalgamations, by co-operative systems. Such 
changes would require both time and financial assistance, and Her Majesty's 
Government should be enabled to recoup some of the levy payments made to. 
the Agriculture Fund in order to finance these changes. There was also a 
question whether to avoid depopulating the poorer parts of Britain special grants, 
e.g., for those who would otherwise have to leave unrewarding farms would be 
acceptable under the Community regulations. He considered that ways could be 
found to assist the necessary structural changes without breaking either the letter 
or the spirit of the Treaty of Rome; Her Majesty's Government hoped that this 
would be acceptable to the Community. 

(iii) The effect on Commonwealth suppliers. Acceptance of the Common 
Agricultural Policy would produce a number of Commonwealth problems, for 
example, in relation to the Commonwealth Sugar Agreement. Presumably the 
kinds of association which had been discussed in the 1962 negotiations would be 
available to Commonwealth countries in Africa and the Caribbean. It seemed 
likely that these would present no substantial problem. The real problem arose 
over supplies of agricultural produce from New Zealand. (Supplies from Australia 
and Canada would present difficulties but they should not present insuperable 
difficulties.) New Zealand depended on her exports of temperate foodstuffs to the 
British market. This meant that provision would have to be made to ensure access 
for the agricultural products of New Zealand to Britain and the Common Market 
on no less generous a basis than she enjoyed at present. The method of arranging 
this would have to be discussed if negotiations were begun. Something more than 
a transitional arrangement would be necessary: a Morocco-type protocol might 



be a possibility or some arrangement which guaranteed access for New Zealand 

products to the Community market. Britain could not let New Zealand down in 

this respect. 


(iv) The effect of the present agricultural financial arrangements on Britain's 
balance of payments. Her Majesty's Government assumed that she would pay 
her contribution to the Agriculture Fund under the "key" system of apportionment. 
If no changes were made in the present arrangements, Britain would, under the 
90 per cent levy arrangement, have to pay in levies a very substantial sum across 
the exchanges. Taking the higher prices, the national contribution and the levies 
into account, this would involve Britain in a charge to her balance of payments of 
£175 million at the lowest estimate and £250 million at the highest. The end result 
might be somewhere between these two figures with which the Commission had 
expressed themselves as being broadly in agreement. The problem lay in the size 
of the payments and in their unfairness. Britain would have to pay as much as all 
the present members of the Six together and would contribute some 35 per cent 
of the total Fund; in view of the size of the payment and its inequitability some 
change seemed to be called for. He imagined that the Fund would not have been 
drawn up on its present basis had there been more than six members of the 
Community at the very beginning. In the event of accession by Britain and other 
European countries therefore, it would seem desirable to have a further look both 
at the size of the Fund and at the relative levels of contribution to it; and it was 
convenient that the whole question of financing was due to be re-negotiated in 
1969. 

If there was a common will to solve these financial aspects of the Common 

Agricultural Policy a solution could be found without changing its purposes and 

principles. These were the four main problems which Her Majesty's Government 

foresaw in relation to the Common Agricultural Policy. 


M. Werner said this was a complex problem and it was necessary to distinguish 
between its various aspects. The Common Agricultural Policy had a basic 
philosophy which the Six regarded as definitive, and applicable not only in the 
transitional stage to 1970 but thereafter. They regarded the system of levies and 
the provision of compensation for exports as a suitable and desirable one for the 
Community. There was also provision for funds to be made available for 
agricultural development in order to solve the special problems of individual 
countries and to enable them to cope with the conversion to Community policies. 
Whilst the transitional stage was still running the special arrangements operated. 
In arriving at these arrangements the individual interests of the Community 
members had had to be taken into account and careful compromises achieved. 
He wished to ask whether Britain objected to the system of levies and interventions 
as a major element in the agricultural policy at the final single market stage, after 
Britain had become a full member. He stressed that he recognised the problems 
which the Common Agricultural Policy presented for Britain. There were problems 
which could be dealt with by transitional periods, and there were problems also 
of structural alteration. But the question was what Britain could accept in the 
final stage of the Community's development. Arrangements could be made to 
deal with transitional difficulties but he did not see how it was possible to overturn 
the Community's basic philosophy. 

Mr. Wilson said that he must in a sense be expressing a personal opinion in 
replying to M. Werner's question because no decision had been taken by the 
British Government whether or not to seek membership of the Community. But 
if the Cabinet decided to apply for entry he thought it would have to be on the 
basis that we accepted the principles of the system described by M. Werner. It 
would not, he thought, be realistic to say that we wanted to enter the Community 
provided that there could be a totally different agricultural system—though if we 
had been members of the Community at an earlier stage then we might well have 
wished to see a different system introduced. But the amounts of the levies that 
would be payable might be a different question. How far this question could be 
left until 1969 when we might already be members of the Community, how far 
the key of national contributions might be adjusted, how far the problems might 
be solved by transitional periods, what length these transitional periods should be 
and the extent to which our system of production grants might be maintained 
were all questions for discussion in negotiation. 



Mr. Brown said he agreed that the Community system was not ideal for 
Britain but he thought we could adjust to it. Even so, the four problems that he 
had mentioned needed to be dealt with satisfactorily in one way or another. 

Mr. Wilson said that when Germany had pressed for a ceiling on her 
contributions to the common agricultural fund he understood that this had not 
been taken by the other members of the Community as involving a derogation 
from the system, but rather as meeting a special problem. On that basis we would 
not need a derogation either; but we would need special decisions to deal with 
special problems which arose in our case. 

M. Werner said that it had been agreed that from the beginning of the single 
market stage in the Community all levies would be payable to the Community. 
If we accepted this position without derogation, he could not think that there 
would be any difficulties. He imagined it would be possible to find special 
arrangements covering transitional periods, provided it was clear what we could 
accept in the final stage. He stressed the undesirability of looking at the present 
situation as a static one. We had made our calculations, based on the present 
situation. But the Community would change; there would be new developments. 
There would be new opportunities for British agriculture. In Luxembourg they 
had had the problem of persuading farmers that if they were prepared to specialise 
there would be new opportunities. Perhaps the problem was not so big as we 
thought it might be. 

Mr. Brown said he wished to make it quite clear that in making the estimates 
that he had quoted we had made an allowance for changes in British agricultural 
production, for changes in import requirements, and for the possibility of 
additional exports, as favourable to ourselves as was prudent. He had been 
interested to discover that the Commission^ estimates of the amount of levy 
payments which Britain would have to make were much higher than our own; 
and he imagined that the difference represented the allowance that we had made 
for changes. Thus the figures he had quoted were genuine ones involving full 
allowance for any changes which might reasonably be expected to assist us. 

He said that, if we accepted the basis of the Common Agricultural Policy, 
then of course we should have to accept that all levies would have to be paid over 
to the Community. What seemed to be still open for discussion however was the 
amount that might be paid back to Britain for other purposes. It was the net 
contribution that was important. And for us to be making a net contribution 
twice that of Germany was in his view altogether inequitable. 

M. Werner said that the way in which the problem had now been put seemed 
to present it in a much more acceptable light. The Community clearly envisaged 
payments to individual Governments for agricultural purposes. What Mr. Brown 
had just said seemed to offer a much more promising basis for negotiation. 

Mr. Wilson confirmed that we were interested, less in the system and the way 
it operated than in the final net amount which we should be required to 
contribute. It might be satisfactory if that requirement were limited. We were 
after all talking in terms of a marriage between the Community and Britain. 
You might prefer the girl you were marrying to have blue rather than grey eyes 
but you could not insist on her changing the colour of her eyes before you 
married her. Thus, although we did not regard the Community's Common 
Agricultural Policy as an ideal system we recognised that it was scarcely possible 
to require that it should be changed upon our entry. 

The question of production grants was important. We recognised that if we 
entered the Community deficiency payments would have to disappear. But we 
would like the question of production grants to be examined very carefully. We 
made them, for instance, to hill farmers in areas which presented difficult social 
and, to some extent, nationalistic problems. And every pound by which the 
grants could be increased would reduce the net balance of payments burden on 
Britain. We were applying a deflationary policy in Britain at the moment. Some 
experts estimated that it was necessary to cut production by £500 million in 
order to cut the balance of payments deficit by £50 million. Such cuts brought 
with them disagreeable consequences such as unemployment. If we were required 
to accept as the cost of the Common Agricultural Policy anything like the figures 
which Mr. Brown had mentioned this would mean holding back production, 



investment, and technological development in Britain in order to find the 
necessary money. It was true that we would hope to increase our industrial 
exports to the Community; but we should also increase our imports from the 
Community. Thus we could not just set industrial advantages against 
disadvantages in the agricultural sector. To find the money needed to cover the 

t of the Common Agricultural Policy would represent a very heavy additional 
burden upon Britain. 
c o s  

M. Werner agreed that deficiency payments would have to be excluded. 
But the Commission was at present discussing what kinds of grants to farmers 
might be permissable. No final arrangements had been agreed within the Six. 
Solhere was a margin available for negotiation, definition and study. In answer 
to a question from Mr. Brown, he confirmed that it did not seem to him that 
the agricultural problems were insurmountable if we were able to accept the 
basic philosophy of the agricultural policy. 

M. Werner said that he recognised the special problem of New Zealand, 
which he understood to be limited to agricultural produce. Were there other 
Commonwealth problems which might present major difficulty? Mr. Brown said 
he did not think so, provided it could be assumed that the offers of association 
and the other arrangements envisaged during the course of the 1961-63 negotiations 
could be carried over. 

Mr. Wilson added that association would reduce the difficulties of some 
Commonwealth countries, but sugar might remain a problem, especially for some 
West Indian territories. The difficulties arising from the Community's present 
arrangements on sugar could disappear if a really effective world sugar agreement 
were made. But this would require time. Mr. Wilson agreed also, in answer to a 
question from M. Werner, that an effective cereals agreement within the Kennedy 
Round would also help in dealing with Commonwealth questions. But some of the 
changes that might be expected in British agricultural production might produce 
a difficult situation in the Community. We in Britain were low-cost producers 
of cereals; and we might even find ourselves in the position of exporting cereals 
to France. Of course this position might be affected by the level of prices set 
within the Community. M. Werner said that price levels would be open to 
discussion once we were in the Community. 

M. Werner asked whether there were any special questions affecting EFTA 
which we wished to discuss. Mr. Wilson said we were in close consultation with 
our EFTA colleagues but we were not speaking on their behalf. 

In answer to M. Werner's invitation to explain the problems connected with 
capital movements, Mr. Wilson said that we drew a distinction between direct 
investment and portfolio investment, and he understood the regulations made under 
the Treaty of Rome did the same. There were of course risks connected with the 
freedom of direct investment, but all the present members of the Community had 
taken such risks. There was a risk that British direct investment, in the Community 
would be greater than the Community's direct investment in Britain, but as the 
contrary was also possible, that risk might be taken; he would expect substantial 
movements in both directions. This freedom of direct investment could only be 
advantageous to the development of the expanded Community. In any case there 
was some safeguard in that additional investment could be expected from outside 
the Community, principally from the United States, in both Britain and the present 
Community countries. 

Freedom of portfolio investment presented a more difficult problem. We 
discouraged such investment at the moment by our taxation system, and by what 
amounted to a system of currency discounts for investment purposes abroad (larger 
than those which the Community seemed to regard as permissible). We did not 
fear the results of freeing portfolio investment between Britain and the Six. Again 
there would be a movement in both directions, though perhaps in the earlier years 
after our entry the movement from Britain to the Community would be the greater 
as our investors took advantage of the new freedom they had gained. This problem 
could be dealt with by a transitional period. We were, however, much more 
concerned lest freedom of portfolio investment within the Community might 
provide an escape route for British capital to the United States by means of an 
organised traffic which could involve transfers arranged by telephone in a matter 
ot minutes. We thought this was a problem not only for us but for Europe as a 



whole. We did not see it as the responsibility of Europe to provide savings for 
the United States; we thought that the expanded Community might better 
concentrate upon its own technological and industrial development. We might 
thus well wish to press for restrictions on portfolio investment in third countries. 
We should certainly wish to harmonise our practice with that of present Community 
countries, but we should remain anxious unless this problem could be satisfactorily 
overcome. 

M. Werner said that Articles 67-73 of the Treaty detailed the obligations in 
this field to which Community members were committed. He thought that these 
articles also provided the necessary machinery to overcome our concern. The 
general principle outlined in Article 70 was that the highest possible degree of 
liberalisation should exist, but this was merely a goal which the Community were 
still in process of achieving gradually. There were differences of view about it in 
the Community and they could move only as the overall economic situation 
developed favourably. The degree of liberalisation within the Community was still 
greater than that applied towards third countries, so that differential treatment was 
nothing new. The whole problem of capital movements was dominated by the 
overall financial situation of the major members of the Community. If Britain 
entered the Community there would be additional factors represented by the British 
balance of payments, the sterling balances, and the general problem of sterling 
as a reserve currency. So that in considering the question of capital movements 
it was impossible to avoid asking at the same time how we saw the whole question 
of the management of sterling, and how it would be fitted into the economy of the 
Community. There had not been much progress within the Community so far in the 
monetary field, but as soon as an important currency such as the pound were brought 
within the Community it would give rise to additional problems and complications. 
Perhaps, too, complications for the existing members of the Community would 
arise in that the British situation would affect the position of other countries. There 
was, for instance, Article 108 of the Treaty, which provided for mutual assistance 
in balance of payments difficulties. 

Mr. Wilson agreed this was a very important problem and that the whole 
question of capital movements was linked to other aspects of economic management. 
Articles 67-73 of the Treaty envisaged a common policy on capital movements 
involving the highest possible degree of liberalisation. We were concerned not only 
with the existing machinery but with the intentions of the Community. Many 
problems would become easier if moves towards the creation of greater 
international liquidity, not directly linked with the present discussions, were 
successful. If the International Monetary Fund and the Group of Ten could make 
progress towards a more modern system of international liquidity then it would 
be possible to take a more relaxed view of the question of capital movements, 
including that of portfolio investment. 

Mr. Wilson said that it was necessary to distinguish between the position of 
sterling as a concomitant of the British balance of payments and movements of 
sterling arising from the currency's wider role. Basically the strength of sterling 
depended upon Britain's balance of payments. Here there had been a dramatic 
improvement over the last few years. The deficit on Britain's balance of payments 
in 1964 had been of the order of £800 million, the biggest in our peacetime 
history. It would have been around £830 million if the interest due on the United 
States loan had been paid. In 1965 the deficit had been £370 million. No final 
figures were available for 1966, but there had been a further dramatic reduction 
in the deficit, especially in the last months of the year. The balance of payments 
was especially dependent upon the trade balance. This had never been in surplus 
in our recent history. In 1964 the deficit on visible trade had been of the order 
of £45 million a month; in 1965 this had been halved to £23 million; and in 1966 
halved again to £12 million. In the last quarter we had probably been in surplus. 
Nor had the full effects of the internal measures taken in July 1966 yet become 
apparent. The Government had never shrunk from taking the unpopular measures 
necessary to improve the situation, and he believed the country accepted the 
Governments position on this. 

As regards the British balance of payments, we should, if we joined the 
Community, be in the same position under Article 108 of the Treaty as any other 
member country. But we did not look to this article for relief if problems arose 
from external causes deriving from sterling^ role as an international currency. 



He thought that the Community might have had some anxiety on this score 
because of the wording of Article 108 (i) of the Treaty which referred to problems 
arising because of the " type of currency " at a country's disposal. The words in 
the Treaty had not beeen drafted to cover a position such as that of Britain and 
the role of sterling. They had been designed to deal with a regime in which 
non-convertible currencies were still frequently held. Since the drafting of the 
Treaty, Western European currencies had all become convertible and if the Treaty 
were being drafted to-day perhaps the passage to which he had drawn attention 
would not be included. The words of the Treaty might, taken literally and if we 
insisted on them, be of value to us, but after deep consideration he was bound 
to say that it would seem wrong to invoke this article to deal with problems arising 
because of movements in the sterling balances or other comparable external 
developments. The biggest insurance against any undue movement of this kind 
was a strong British balance of payments. But the kind of problem which could 
arise, e.g., from a drought in Australia and reduced income from wool sales did not, 
in his view, appropriately fall to be dealt with under Article 108. When there had 
been difficulties over sterling in the last two years, arising, admittedly, from our 
own balance of payments problem, they had been solved by Central Banks and 
by international arrangements going far beyond Europe. When Italy had had 
balance of payments problems the measures taken to deal with them had been 
international and not been confined to the Six; the United States and Britain, for 
example, had also participated. 

It was now recognised by financiers and bankers generally that when any 
currency was in trouble for reasons which could be overcome, then the problem 
was one which needed to be dealt with by general action. We could consider 
making it clear in any negotiation that difficulties arising for the United Kingdom 
out of sterling's wider role would not involve the invocation of Article 108 even 
though member countries of the existing Community might indeed wish to 
help in such circumstances. 

M. Werner thanked Mr. Wilson for his explanation, which greatly clarified 
the position. But was it possible to separate out the British balance of payments 
position from the wider problems involved with the role of sterling? Mr. Wilson 
commented that international financial authorities had recently become very skilful 
in distinguishing between the various factors at work. Under the recent Basle 
arrangement credit was made available to the extent of any reduction in the 
sterling balances. Balance of payments problems were dealt with through the 
IMF. If of course any difficulties which arose in future were attributable to our 
own balance of payments then we should be in the same position as any other 
Community country. 

M. Werner believed that it would be desirable to agree an interpretative 
document on this subject during any negotiations, and Mr. Wilson confirmed that 
we would be prepared to discuss the point. 

Reverting to the narrower question of capital movements, M. Werner said he 
wished to remind us that there were provisions in the Treaty (Article 70 (2) which 
he quoted) to cover preoccupations on this score. Mr. Wilson agreed that there 
was machinery which could deal with the problem if it were appropriately used. 
He did not wish to prejudge any eventual negotiation with the Community, but he 
thought that one possible way of handling the question might be a transitional 
period which would remain in force until Community arrangements had been 
made to deal with it. M. Werner said that a member State had full autonomy 
under Article 70 (2) to deal with the question, subject only to consultation with 
other member States. Mr. Wilson agreed that if there were a serious run on sterling 
owing to this cause steps would have to be taken to deal with it. 

M. Werner said that he thought closer co-operation on monetary and 
financial matters within the Community would be essential if Britain joined, since 
the whole background would have changed. Mr. Wilson agreed. 

M. Werner said he wanted to,raise a question of concern to the Luxembourg 
Government regarding the development of the steel industry. He feared there 
was a tendency for some present members of the Community to become less liberal 
and to think in terms of separating the individual markets of the Community, as 
opposed to the present unified market system. The British steel industry was very 
powerful. He hoped that in accordance with our traditions the British attitude 



to the problems would be a liberal one like that of the Luxembourg Government: 

there should be one market, as provided for under the Treaty, with equal access 

to raw materials and with the opportunity for all to sell under fair and equal 

conditions. Despite recent illiberal tendencies in the Community, he was happy 

to say that the recent agreement upon a system of compensation for coking coal 

had overcome some part of the present problem in a way which assured a free 

market without discrimination. 


M. Werner recalled also that the Treaty of Paris made provisions for dealing 

with dominant positions in the steel market. The Luxembourg Government 

thought this was an important element of the Treaty and that everything should 

be done to avoid the establishment of dominant positions. He enquired whether, 

in our view, the nationalisation of steel in Britain might lead to the establishment 

of such a dominant position. 


Mr. Wilson said he understood that public ownership was not prohibited 
under the Treaty (M. Werner assented). The reorganisation of the steel industry 
would involve the establishment of four main groups, which he did not think would 
be bigger than some of the groups at present operating in Western Europe. In 
any case, he wished to assure M. Werner that the steel industry in Britain would 
operate in accordance with the provisions of the Treaty. There might even be 
some who would think that the British steel industry was a greater danger to 
Community markets if we were outside the Community than if we were members. 
But we saw the need for orderly handling of the position. He recalled that the 
steel industry in one member of the Community had recently received a large loan 
at lower than market rates. We had not done anything comparable in our own 
steel industry. 

M. Werner said there was no time to summarise the results of the meeting. 
The discussion could be carried on after lunch informally or formally and it would 
then be possible to agree on precise conclusions for public use. But he wished to 
say that, in his view, the present discussions had clarified many questions and 
had been generally very positive. M. Gregoire said that he would like to raise 
some political questions during or after lunch. 

Mr. Wilson agreed that the morning session had been an extremely useful one. 
The meeting finished at 12 noon. 




RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND THE 
FOREIGN SECRETARY AND THE ACTING VICE-PRESIDENT AND 
OTHER MEMBERS OF THE HIGH AUTHORITY OF THE 
EUROPEAN COAL AND STEEL COMMUNITY AT THE BRITISH 
EMBASSY, LUXEMBOURG, ON 8th MARCH, 1967, AT 4 p.m. 

Present: 
The Right Hon. Harold Wilson, M P M. Albert Coppe 
The Right Hon. George Brown, M P M. Albert Wehrer 
Sir Burke Trend Herr Fritz Hellwig 
Sir Con 0'Neill M. Roger Reynaud 
Sir James Marjoribanks M. Edmond P. Wellenstein 
Mr. Dugald Malcolm Interpreter 
Mr. W. A. Nield 
Mr. A. N. Halls 
Mr. A. M. Palliser 
Mr. T. Lloyd-Hughes 
Mr. C. M. MacLehose 
Mr. D. J. D. Maitland 
Mr. N. Statham 
Mr. W. K. Reid 
Interpreter (Mr. Lederer) 

Background to the United Kingdom initiative 
Mr. Wilson welcomed M. Coppe and the other members of the High Authority. 

He said that in his tour of European capitals he and the Foreign Secretary had now 
had the opportunity of meeting all six Heads of Government and had had a short 
meeting with members of the Commissions of the European Economic Community 
and EURATOM. Our intention to enter the European Economic Community, 
provided that our difficulties could be satisfactorily met, involved, as matters now 
stood, entry to all three European Communities. But there was, of course, the 
question of timing; it was the intention of the Communities, he understood, that 
the three Executives should shortly be merged. Of course, we intended to achieve 
full membership of all three Communities, if our problems could be solved. He 
would be grateful if he could learn from the members of the High Authority some 
of the difficulties which they foresaw, and which we should bear in mind in the 
context of our eventual entry into the ECSC. 

Attitude of the High Authority 
M. Coppe said he and his colleagues were very happy to have the 

opportunity of meeting Mr. Wilson and Mr. Brown. Mr. Wilson had referred to 
the merger of the Executives. He expected this would take place in a few weeks 
or months. But, of course, it was only a first step towards the more important 
question of merging the Communities themselves. He would like to call on his 
colleagues to speak in greater detail upon more specific points. But, in the case 
both of coal and, to some extent, steel, the development in the ECSC had proceeded 
somewhat beyond what had been expected under the Treaty. A number of 
exceptional escape clauses had been applied recently because of the situation in 
both the coal and steel sectors. The Treaty prohibited subsidies. But in fact 
every coal mining enterprise had subventions of one kind or another, and recourse 
had been had to a clause in the Treaty which permitted this sort of development. 
There had recently been an agreement in the Council of Ministers on subsidies for 
coking coal. They had been able to agree on how these subsidies would be paid, 
their maximum extent, and how the money would be found. A system of 
compensation for coking coal exported within the Community would also be 
jnvolved. In the steel sector an almost totally harmonised tariff had been achieved. 
They were trying also to achieve greater discipline in production in this sector. 



The problem of British accession to the ECSC did not therefore involve only 
accession to the Treaty but also acceptance of the way in which the Community 
had ^ developed. It had not always been easy to get agreement upon the 
applications of exceptions, but as he had said some exceptions were now in force 
The question of coking coal to which he had referred and arrangements for 
importation of steel from East European countries were examples. 

Kennedy Round 
M. Coppe said he would ask M. Wehrer to speak about the Kennedy Round 

which was a subject of immediate importance on which, in the steel sector, the 
High Authority were spokesmen for the Community. 

M. Wehrer said that the discussions on steel in the Kennedy Round at Geneva 
were now in a difficult phase. We would remember that the mandate given to 
the High Authority by the Council of Ministers had led to their taking as their 
base rate the 14 per cent recognised as the Community's legal tariff when they had 
obtained a waiver in GATT. They had offered to cut this 14 per cent base rate by 
50 per cent, and had said immediately that their final objective was a harmonised 
tariff involving all large producers and exporters in applying a comparable customs 
tariff. There had been at the outset much opposition to the position which the 
Community had adopted. The British Delegation in particular had reminded them 
of the actual level of the Community's harmonised tariff, which was of the order 
of 6-8 per cent, and had objected to the use of 14 per cent as a base rate. But, 
M.. Wehrer added, that when the reduction in Community tariffs had been made 
in 1958, this had been a unilateral decision on their part. Most countries had not 
offered a counterpart. Only the United Kingdom had responded by making a 
reduction in its own tariff at that time. If the British Delegation now insisted that 
further reductions needed to be made beyond the effective level to which the 
Community tariff had then been reduced, this would produce an impossible situation. 
The Governments of member countries could not accept 3 per cent or thereabouts 
(the rate which would be produced by making a further cut of 50 per cent) as the 
level of their protection when much higher tariffs continued to be applied in other 
States, and when a tariff of 3 per cent provided no effective protection at all. 
In consequence, he had hoped that the question of the base tariff had been removed 
from the area of discussion; the idea upon which the discussions had later 
concentrated was that of seeing whether there was any basis for harmonisation of 
tariffs between the major producers. This idea had met with a not unfavourable 
response from most countries, but the United Kingdom Delegation had insisted 
on its previous attitude. The American Delegation had then suggested the idea 
of a target rate and discussions were proceeding upon this basis. But he 
understood, from the latest reports he had had from Geneva, that there was still 
resistance on the part of the British Delegation to this idea. 

M. Wehrer feared that if it was impossible to arrive at a satisfactory 
settlement there would be complete failure of the Kennedy Round in the steel 
sector. He could not say what the repercussions might be elsewhere. He thought 
that if it was possible to reach agreement upon a common or harmonised tariff, 
the possible check to the progress of the Kennedy Round might be avoided. 

There followed a general discussion during which M. Wehrer made clear 
that the Community's present effective tariff rate was on average 9 per cent (having 
been increased from the figure of 6-3 per cent); M. Coppe said that what they 
were aiming at was a figure of around 5 per cent for the Community—and they 
could not go lower than this; M. Wehrer noted that the Community wished to 
maintain a flexible attitude and their minds were not closed towards making 
further offers in particular areas; and Mr. Brown said that the difficulty was that 
we had offered a 50 per cent reduction in our own existing rates of tariff, which 
was what the Kennedy Round foresaw, and we thought it was uo to the Community 
to make further moves. M. Wehrer objected that British tariffs were higher than 
Community tariffs. 

M. Coppe said he did not think it was useful to pursue the discussion further 
(it had been said earlier that it would he desirable to leave the question 
to the negotiators in the Kennedy Round) but added that he could not see why 
we wished to place pressure upon the Community to reduce their tariffs further 
if we ourselves expected shortly to be members of the Community. 



Mr. Wilson said that this was certainly a dilemma in that what was desirable 
from the United Kingdom point of view whilst outside the Community might not 
exactly coincide with her interests inside. But he attached the highest importance 
to a successful outcome of the Kennedy Round. 

Mr. Brown said that the Kennedy Round must not be impeded by the 
discussions on our own entry. We believed that it was for the Community to 
make a further move if there was to be a satisfactory outcome in the steel sector. 

Problems of United Kingdom entry 
Mr. Wilson enquired what difficulties the Community would see as regards 

British entry. M. Coppe said that the volume of United Kingdom coal production, 
all under the control of the National Coal Board, was a real problem. But during 
the previous negotiations they had thought, and they still thought, that the question 
could be solved. A similar problem arose in connection with steel nationalisation. 
25 million tons of steel produced under one owner also constituted a block of a size 
which the Community was not used to. 

Mr. Wilson pointed out that the nationalised steel industry would only be 
taking over the largest firms, and that it would be organised into four producing 
groups; and so far as he knew none of them would be significantly larger than 
some of the groups in the Community. M. Coppe said that if these groups were 
totally independent of each other then no problem would arise. If they were 
not independent of each other then there would be a problem, but he believed 
that the Community would be able to handle it. Special arrangements had been 
made in the case of Charbonnages de France to avoid any misuse of a dominant 
position within the Community. He repeated that although there were problems, 
he was confident they could be dealt with. 

Mr. Brown said that the groups in the British nationalised steel industry would 
not be totally independent of each other, but equally the industry would not be 
monolithic. Herr Hellwig said that under Community doctrine one owner was 
treated as one unit. The NCB might produce the same amount of coal as the 
total produced within the Community at the moment. M. Coppe and Herr Hellwig
said that they expected that coal production in the Community would be 170-190 
million tons by 1970, and might undergo further reductions after 1970. Herr 
Hellwig said that he thought that the economic problem presented by the accession 
of so large a volume of production as that of the United Kingdom would not be 
any reason for the Community to refuse British membership, but ways and means, 
including transitional periods, must be found to provide solutions to the market 
problem. 

There was agreement that transitional periods were desirable, not only in 
the interest of the United Kingdom, but in the interest also of the Community. 
There followed a brief discussion about stocks in the coaLindustry and unused 
capacity in the steel industry. 

Mr. Wilson asked what the High Authority's advice would be on the manner 
of a new application. M. Coppe suggested that there was no point in waiting 
for further developments within the Community; the Community progressed the 
whole time. Nor could there be any question merely of intensifying or amplifying 
the activities of the present Council of Association. Common solutions for coal 
and steel problems were necessary. But he and Herr Hellwig agreed with the 
Prime Minister that the operations of the Council of Association had been of 
great help and made the possibility of speedy agreement with the Community 
easier in that each side well knew the problems of the other. Herr Hellwig 
suggested that the last negotiations did not perhaps offer much help. There had 
been provisional results in the steel sector, but the shape of our nationalised 
industry might affect these results; and coal had not been discussed properly in 
the last negotiations, which had not proceeded beyond the stage of fact-finding 
when they were suspended. M. Coppe, in answer to a question from Sir James 
Marjoribanks, said that it was his opinion that the negotiations should be kept 
as short at possible. Mr. Wilson said this was fully his intention. 

Mr. Wilson enquired whether pricing policies had been a problem in the 
last negotiations. Herr Hellwig said that on steel they had not been, but the 
National Coal Board's system had presented rather more difficulty. But 



transitional periods could adequately cover any problems. The Community did 
not exercise any control over retail prices but was based on pithead prices with 
full publicity being given to freight tariffs. If Britain entered the Community 
if would be necessary to look at the question of rates for movement by sea; sea 
transport was not covered at the moment by the Community's freight regulations. 

M. Coppe said it was his view that all the problems could be solved once the 
United Kingdom became a member of the Community. The Treaty of Paris 
provided powers to deal with most situations. Certainly unanimity was required 
for the application of exceptions, and thus long discussions were required. But 
it was fully possible to solve virtually every problem within the framework of 
the Treaty of Paris and he did not doubt that any problems could be overcome 
once the United Kingdom had joined the Community. 

In answer to a question by Mr. Wilson about national subsidies within the 
the Community M. Coppe said that the French applied a differential system of 
interest rates. So far there was no harmonisation of monetary policy within 
the Communities and a cheap loan, with a rate of interest below the normal 
market rate, could not be objected to by the ECSC if there was no objection to 
it by the EEC in Brussels. 

There was some discussion of the Community's Guarantee Fund, which had 
originally been financed by levies on steel production. Herr Hellwig said that it 
would be open to us to " buy a share " in the Fund; but he did not think that it 
would be possible to set off payments under the Community's agricultural policy 
against any payment involved in " buying this share ". The ECSC Fund was 
the property of the coal and steel industry and he did not think it possible to 
arrange offsets in this way. 

Common energy policy 
In answer to a question from Sir Con 0'Neill about the establishment of a 

common energy policy, Herr Hellwig said that this depended upon the 
establishment of a common import policy. Of course it raised problems going 
far beyond the ECSC alone. M. Coppe said that the Communities were not in 
favour of protection of the energy market. The High Authority had advocated 
that there should be no protection at the borders, and this philosophy was now 
generally accepted within the Communities. Of course there was still internal 
taxation. 

There was some discussion of the relative roles which coal, water, atomic 
energy, oil and gas would play in a common energy policy. Herr Hellwig said 
that 1970 would be a critical year for decision on coal policy since atomic energy 
might be commercially economic by that time. M. Coppe added that the 
Community had already decided that it would be incorrect to defend the position 
of coal producers as if the whole energy future of, the Community depended on it. 

The meeting finished at 5.20 p.m. 




