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From THE HIGH COMMISSIONER FOR CANADA IN GREAT BRITAIN
To THE SECRETARY OF STATE FOR EXTERNAL AFFAIRS, CANADA
.'5 -
LONDON,
7. You will be aware that from the outset the United
Kingdom authorities have been skeptical vhether a Buropean
customs union would yield sufficiently large immediate advantages
to justify the toil and trouble which its formation would regquire
and that they agreed to join in studying it ehiefly in order to
placate Mr. Will Clayton. The Foreign Sesretary's putDOill
for western union gave the idea a new lease on life here and
increased support for it. HNow United Kingdom opinion seems to
be reverting to its original state. O0fficials seem more and more
~ convinced that t.h- formation of & customs union would be of little
Muto nhm to the problem of coordinating Burope economi-
cally. "he belief that it would be so seems to me to rest on &
fallacy atﬂhhott“hhhnom keenly aware but which has
| perhaps deen insufficiently exposed. A customs union could be
expected to lead automatically and gquickly to rationalisation of
produstion and to an efficient economic division of labour betwesn
the countries only within tb context of a free enterprise society.
For the most part, that does not exist in Burope. With negligible
| exceptions, all the countries in the OEEC have undertaken to a
;(wmnmmu”msxm, Under these
= cireumstances a customs union could not produce automatically a
smoother and less vasteful articulation of produstion. It would
merely raise in a somsvhat different form the problems whish in
any case would have to be faced in any attempt to coordinate the
economies of Western Burope; and deliberate planning would be
necessary vithin the framswork of managed or semi-managed economies
Af a customs union were to produse the bemeficial results which
vould de its Justification. The establishment of the Eeonomic
Committes of the Study Group vas based on & recognition of that
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