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MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDON SWIA 2HH C:)

From the Minister

CONFIDENTIAL

| A'tr_,7
The Rt Hon Sir Geoffrey Howe QC IMP TR
Chancellor of the Exchequer
Treasury Chambers
Parliament Street
LONDON 5
SWAP 3AG O February 1983

Besie S (;£A:H¢L‘

' il

Thank you for your'letter of 4 Eebruary concerning the CAP price
fixing proposals. In discussion in the Council of Ministers, I will
continue to advocate the importance of price restraint particularly
for the main surplus products.

I do however see no point in constantly stating in public that we
need a freeze on the prices of the surplus products if for certain
we know there is no such possibility.

You mention the possibility of German and Dutch support. The
Germans have categorically said they are going for more than the
increase proposed by the Commission in order to get an early
settlement. The Dutch have publicly said in the Hague, and publicly
at the Council of Ministers meeting, that they consider the
Commission proposals are a reasonable starting point, which implies
that they will be wanting some changes in the form of increases.

I therefore do not understand your reliance on what you have heard
in confidence from Dutch officials, for Dutch Ministers have gone
public upon their position.

Likewise the German Government have made a decision as to their
tactics and I would naturally be interested if during an election
year they were to reverse their tactics. But I am sure that they
would not, for there is no way that either the Christian Democrats,
Social Democrats or the Free Democrats would fight an election
campaign on reducing further Commission proposals that the entire
farming lobby of Germany characterises as inadequate.

/I will therefore ...
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I will therefore maintain for the time being the line that surplus
products should be frozen. But I think in the next few weeks we
must settle the tactical approach that we should pursue.

Certainly, there will be mo joy in election year for the price
fixing conclusions to be described as a major defeat for the British
Government.

I am sending copies of this letter to the Prime Minister, the
Foreign Secretary and Sir Robert Armstrong.

Do L sve

->~PETER WALKER
(dictated by the Minister and
signed in his absence)

CONFIDENTIAL




Ministry of Agriculture, Fisheries and Food
Whitehall Place London SW1A 2HH

From the Minister’s Private Office

CONFIDENTIAL

R J Bone Esq
Private Secretary to the
Secretary of State
Foreign and Commonwealth Office
12 Downing Street
LONDON )
SW1A 2AL ~’ February 1983

iy o

IMPORTS OF UHT MILK

I enclose the revised text of the statement Mr Walker proposes to

make this afternoon in answer to a written Parliamentary Question.
This takes account of the judgment of the European Court, which we
have now received, and of the comments received on the text

I circulated yesterday. If any one has any further comments

I should be very grateful to have them by 2.30 pm today.

I enclose also a copy of the Court's conclusions, for those who may
not have seen them. They are as expected, but a preliminary study
of the rest of the judgment suggests that some of our earlier ideas
for controls in other Member States may have to be revised. This
however does not affect the action to be taken today, ie to make the
statement this afternoon and amend the Open General Licence so as to
prohibit imports immediately.

I am sending copies of this letter and enclosures to the private

secretaries of the other members of the OD(E) Committee, of the
other Agricultural Ministers, and of the Secretary of the Cabinet.

ROBERT LOWSON
Private Secretary

CONFIDENTIAL




JUDGMENT OF THE EUROPEAN COURT

CASE 124/81 : COMMISSION v UK : UHT MILK

The Court hereby:

1. Declares the Commission's conclusions to be inadmissible insofar as
they relate to the new legislation applicable in Northern Ireland with
effect from 31 July 1981 (S.R. 1981 Nos. 233 and 234);

2. Declares that by prescribing a system of prior individual licenses
for imports on to its territory of milk and cream which have undergone

ultra heat treatment on the territory of other Member States, the United

Kingdom of Great Britain and Northern Ireland has failed to fulfil its
obligations under Article 30 of the EEC Treaty;

3. Declares that by making the distribution in England, Wales and Scotland
of UHT milk imported from other Member States subject to a system involving
a second heat treatment and the repacking of the milk, the United Kingdom
has failed to fulfil its obligations under Article 30 of the EEC Treaty;

4. Declares that by prohibiting all sales of UHT milk or cream in Northern
Ireland until the adoption of the new regulations on milk in 1981 (S.R. 1981
Nos. 233 and 234) the United Kingdom failed to fulfil its obligations under
Article 30 EEC Treaty;

5. Orders the United Kingdom to pay the costs.




REVISED DRAFT STATEMENT

UK IMPORTS OF UHT MILK

The European Court of Justice has today issued its judgment in the case
dealing with UK imports of ultra heat treated milk. The Court finds our
present arrangements for licensing imports of ultra heat treated milk
and cream, and for applying certain requirements to the sale of such

milk, to be contrary to Community -law.

The Government will be studying the judgment in detail and will take

as soon as possible the steps necessary to comply with it. The

preparation of the necessary legislation will be set in hand urgently

as soon as the details of the judgment have been studied and consultations

held with the Commission and with other Member States.

Meanwhile, in order to deal with the immediate situation created by the
judgment and to retain full safeguards for public health, the Government
is maintaining the status quo temporarily by amending the Open General
Licence so as to prohibit imports while the necessary studies and

consultations take place.







10 DOWNING STREET

From the Private Secretary 7 February 1983

UHT MILK: EUROPEAN COURT JUDGEMENT

The Prime Minister held a meeting of Ministers at 1430
today to discuss the problem set out in the minutes of 3 and
4 February by the Foreign and Commonwealth Secretary and
your Minister's reply of 4 Tebruary.

In addition to the Minister of Agriculture, Fisheries and
Food, the following were present: the Secretary of State for
Foreign and Commonwealth Affairs, the Chief Secretary, H.M.
Treasury, the Secretary of State for Trade, the Solicitor General,
Mr. Adam Butler and Lord Mansfield.

The Minister of Agriculture explained that the Government
did not know what view the European Court would take in its
imminent ruling but was planning for the contingency that it would
rule that the present regime for protecting public health was too
restrictive and would have to be changed. The United Kingdom
would have no option but to comply with the law but had a right
to protect public health. The intention would be to secure:primary
legislation which would permit continental milk which met United
Kingdom standards to enter the country freely. In the meantime
continental milk had to be kept out and the Minister had no powers
to achieve this. He had therefore sought the advice of the
Solicitor General on the best way of securing the temporary exclusion
of continental milk and he had accepted that advice.

The Secretary of State for Trade said that the Solicitor
General's proposal that reliance be placed on the 1939 Act carried
the risk of a controversy which would go much wider than the
agricultural field. The use of the alternative 1955 Act would be
safer since its purpose was to protect the public health and it was
not a general trade statute. Action under the 1955 Act would be
defended by the Minister of Agriculture and any controversy that
followed would be confined to agricultural interests. He therefore
suggested that the right approach was to look at what could be done
under the 1955 Act and then consider whether that would be
sufficient.

/The Solicitor General




The Solicitor General said that it was common ground that the
Government had a duty to protect public health and that Article 36
of the Treaty of Rome permitted us to protect it. It was also
common ground that, if, following the Court judgement on 8 February,
imports of milk from the continent were permitted freely, the result
would be chaos which the Government had a duty to prevent.

Against that background he had considered how best to
prevent such imports for a temproary period. He stressed that his
advice was given on the assumption that the period would indeed be
temporary and that the Government intended to secure primary
legislation in the shortest possible time. The procedure which he
recommended for the temporary solution was, not to make direct use
of the 1939 Act, but simply toremove milk from the list of products
for which an open general licence was granted under a regulation
made in 1954. He was strongly of the view, having considered the
matter most carefully, that such a use of the powers .derived from
the 1939 Act would not be open to challenge in the English Courts.
It was, furthermore, his view that there was no obvious way in
which the Commission could challenge the procedure before the
European Court. The use of the Minister's powers under the 1955
Act, by contrast, would be likely to appear so patently ultra
vires that it would invite challenge.

The Foreign and Commonwealth Secretary said that clearly the
Government had to be guided by the legal advice but the
intended use of the 1939 Act - which had only been brought to his
notice and that of the Secretary of State for Trade a few days
earlier - had implications for general policy which he and the
Trade Secretary felt obliged to bring to the Prime Minister's
attention. It seemed to him that there was a distinct risk that the
use of the 1939 Act would be challenged and, if it were, this
could be damaging.

The Chief Secretary to the Treasury said that in his view the
use of the 1955 Act was much more open to challenge than the use
of ‘the 1939 Act.

Lord Mansfield said that the use of the 1955 Act would
require separate legislation in Scotland, and Mr. Butler said that the
1955 Act provided no legal defence in Northern Ireland. Differences
in Northern Ireland's law had also led him to suggest to the Minister
of Agriculture and the Secretary of State that, if the Solicitor
General's proposed course of action were followed, cream and flavoured
milk should also be withdrawn from the open general licence so that
the present restrictions into Northern Ireland could be maintained.
Specific licences could then be given freely for imports of cream
and flavoured milk into Great Britain.

Summing up the discussion, the Prime Minister said that it
was possible  that the European Court would give the United Kingdom
time to change its law to meet the Court's requirement. If so,

a remedy should be sought through primary legislation and no
temporary expedient should be adopted. If not, then the procedure
suggested by the Solicitor General should be followed on the
following understandings:

/(1)




the statement of explanation of the Government's
actions would be agreed in advance with the Toreign
and Commonwealth Secretary, the Secretary of State
for Trade and the Chief Secretary to the Treasury;

it would stress the temporary nature of the action
taken ;

the use of the powers under the 1939 Act would be
defended in Parliament and in public by the Minister

of Agriculture, and not by the Secretary of State

for Trade, in order to reduce the risk that the measure
would be regarded as an action of commercial policy;

the Minister of Agriculture would, before 7 March,
circulate a paper on the permanent solution to the
problem for discussion, if necessary, by the
Ministers represented at today's meeting.

I am sending copies of this letter to the Private Secretaries
to the Secretary of State for Foreign and Commonwealth Affairs,
the Chief .Secretary, H.M. Treasury, the Secretary of State for
Trade, the Solicitor General, Minister of State for Northern
Ireland, Lord Mansfield (Scottish Office) and to Mr. Hancock
(Cabinet Office).

Robert Lowson, Esq.,
Ministry of Agriculture, Fisheries and Food.




Ministry of Agriculture, Fisheries and Food
Whitehall Place London SW1A 2HH

From the Minister's Pnivate Office

AC ),

R J Bone Esq et
Private Secretary to the
Secretary of State
Foreign and Commonwealth Office
12 Downing Street
London SW1A 2AL ] February 1983

Bl

IMPORTS OF UHT MILK

I enclose a statement which, depending on the precise terms of

the ECJ Judgment, Mr Walker proposes to make tomorrow in the form

of a reply to a written Parliamentary Question. I will assume that
you and other recipients of copies.of this letter are content unless
comments have been received by 160 am tomorrow, 8 February.

I am sending copies of this letter and enclosure to the private
secretaries of the other members of OD(E) Committee, of the other
Agricultural Ministers, and of the Secretary of the Cabinet.

ROBERT LOWSON
Private Secretary
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UHT MIIK

I attach a draft Private Secretary letter
to record the meeting at 2.3%0 pm .today.

D, H.
D Jd S Hancock

7 February 1983.
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DRAFT
Private Secretary Letter.
To MAFF.

Copies to Pri
the end of

UHT MILK: EUROPEAN COURT JUDGMENT

le The Prime Minister held a meeting of Ministers

at 2.30 pm today to discuss the problem set out in

the minutes of % and 4 February by the Foreign and
Commonwealth Secretary and your Minister's reply of

4 February.

In addition to the Minister of Agriculture,

ies and Food, the following were present: %

The Secretary of State for Foreign and Commonwealth
Affairs

Chief Secretary, Treasury
Secretary of State for Trade
Solicitor-General

Mr Adam Butler

Lord Mansfield

The Minister of Agriculture explained that the
’ Vi
Government did not know what the European Court would
A
say but was planning for the contingency that it would
rule that the present regime for protecting public health
was too restrictive and would have to be changed. The
United Kingdom would have no option but to comply with

the law but had a right to protect public health. The
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intention would be to secure primary legislation which
would permit continental milk which met United Kingdom
standards to enter the country freely. In the meantime
continental milk had to be kept out and the Minister
adds " *
had no powers to do=me. He had therefore sought the
advice of the Solicitor-General on the best way of
securing the temporary exclusion of continental milk
he had accepted that advice.
Sesol

4, The Secretary of State for Trade essp+eiswed that
the Solicitor<General's proposal that reliance be placed
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on the 19%Q Act carried the risk of a controversy mweek
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hnnaderLFhan the agricultural field. The use of the

alternative 1955 Act would be wm=ie safer since its

purpose was to protect the public health and it was not
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a general trade statute. ﬂhiﬂctionlﬁaduw the 1955 Act

would be defended by the Minister of Agriculture and

any controversy that followed would be confined to bt
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agriculturalL?phoaeg He therefore suggested that the

right approach was to look at what could be done under

the 1955 Act and then consider whether that would be

sufficient.

5o The Solicitor-General said that it was common
ground that the PeddedtEngdon—was—andreded to protect

#he public healthg and that Article 36 of the Treaty of
Rome permitted us to protect it. It was also common
ground that, if, following the Court judgment on 8

February, imports of milk from the continent were

permitted freely, the result would be chaos which the
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Government had a duty to prevent.

&, Against that background he had considered how
best to prevent such imports for a temporary period. He
stressed that his advice was given ensimedy on the
assumption that the period would indeed be temporary and
that the Government intended to secure primary
legislation in the shortest possible time. The procedure
which he recommended for the temporary solution was, not
to make direct use of the 1939'ﬁct'but simply to remove
milk from the list of products for which an open general
licence was granted under a regulation made in 1954. He
was strongly of the view, having considered the matter
most carefully, that such a use of the powers derived

from the 1939 Act would not be open to challenge in the

/
English courts. It was, hewexesy his view that there

was no obvious way in which the Commission could
challenge the procedure before the European Court. The
9 tontvasC,
use of the Minister's powers under the 1955 ActLyould be
KEpptar . 7

Cgu™

Gt et tee—aad likely tolbe so patently

ultra vires that it would invite challenge.

T The Foreign and Commonwealth Secretary said that
clearly the Government had to be guided by the legal
advice but the intended ;;z;f the 1939 Act -which had
only been brought to his notice and that of the Secretary
of State for Trade a few days earlier - had implications
for general policy which he and the Trade Secretary felt
obliged to bring to the Prime Minister's attention.

It seemed to him that there was a distinct risk that the

use of the 1939 Act would be challenged and’if it were,
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this could be damaging.

The Chief Secretary to the Treasury said that
in his view the use of the 1955 Act was much more open

challenge than the use of the 1939 Act.

9. Lord Mansfield said that the use of the 1955 Act
would require separate legislation in Scotland, and

Mr Butler said that the 1955 Act provided no legal

“ua
defence in N. Ireland. DifferencesL?f N. Ireland's law

had also led him to suggest to the Minister of

Agriculture and the Secretary of State that,if the
PReled Couvre of achiin wee folonnh,

Solicitor-General' slaévmee—veee—aeeep%edhLéream and

flavoured milk should also be withdrawn from the open
general licence so that the present restrictions into

N. Ireland could be maintained. Specific licences could
then be given freely for tiss imports of c¢ream and

flavoured milk into Great Britain.

10. Summing up the discussion, the Prime Minister
said that it was possible that the European Court would
give the United Kingdom time to change its law to meet
the Court's requirement. If so, a remedy should be
sought through primary legislation and no temporary
expedient should be adopted. If not, then the procedure

suggested by the Solicitor-General should be followed on

the following understandings: (FL‘ Govtun et axxdni)
e
(i) a‘statement of explanation of [ews—setiens
U adosca
would be agreedlwith the Foreign and

Commonwealth Secretary, the Secretary of
State for Trade and the Chief Secretary to

the Treasury;
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it would stress the temporary nature of

the action taken;

the use of the powers under the 1939 Act

would be defended in Parliament and in

public by the Minister of Agriculture,and
)

nottzhe Secretary of State for Trade, in

order to reduce the risk that the measure

would be regarded as an action of commercial

policy;

the Minister of Agricultﬁre would, before

L ’MM
7 March, circulate a paper on the[?evefnmeﬁ%4s

solution to the problem for discussioqkby the

Ministers represented at today's meeting.

L I am sending copies of this letter to the Private

Secretaries to: The Secretary of State for Foreign
and Commonwealth Affairs
SNED

(TEEE"EEEEf Secretary, Treasury

(fﬁgg.gécretary of State for Trade

The Solicitor General

The Hon. Adam Butler, MP (N. Ireland
Office)

Lord Mansfield (Scottish Office)
smA & Mr Hancock (Cabinet Office)
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MR COLES

cc Sir Robert Armstrong

UHT MILK: THE EUROPEAN COURT JUDGMENT

i I refer to my minute of 4 February. The Secretary of
State for Trade has asked for the meeting to go ahead as
arranged at 2.%0 this afternoon.

2a The fundamental reason why the Secretary of State is
insisting on a discussion is, I understand, that the
Department of Trade and not MAFF are answerable for the use
of the 1939 Aggtﬁ The Secretary of State fears that, once
“The Government agreed to use the 1939 Act in the manner
proposed by the Solicitor General?ﬁifﬁdwould have no great

incentive to replace the stop-gap measure by a permanent
solution which satisfied the Commission.

s It may therefore help to get agreement at this after-
noon's meeting if the Prime Minister established that the
proposals of the Minister of Agriculture and the Solicitor-
General could only be accepted on two clear conditions:-

(1) the text of the statement to be issued by
the Minister of Agriculture tomorrow would
( be agreed in advance by the Department of
Trade, the Treasury, the Foreign Office and
'-'-._-_— —
the Solicitor-General;

(ii) a paper by MAFF on the eventual solution
to the problem should be considered by
OD(E) not later than the end of March.
S—

DH.

7 February 1983. D J S Hancock
CONFIDENTIAL
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The Rt Hon Francis Pym lMC IMP
Secretary of State for Foreign
and Commonwealth Affairs 4~ February 1983

§ PO S 3 § Lok

UHT MILK: EUROPEAN COURT JUDGEMENT

Thank you for your minutes of 3 and 4 February on this subject.

At yesterday's discussion in Cabinet it was accepted that we should
need to impose immediately interim controls to prevent imports which
did not satisfy the same strict health and hygiene requirements that,
in the interests of public health, we apply to the production and
processing of our own milk: and the Law Officers have now

considered what is best legal means of achieving this.

I understand that after taking into account all the points put
forward at yesterday's meeting of legal advisers the Solicitor-
General has now taken the firm view that the right course is to use
the powers in the Import, Export and Customs Power (Defence) Act
1939 to impose immediately a temporary ban on imports of UHT milk
while action is taken to achieve a more permanent solution. He
enyisaged that action could also subsequently be taken, once the
Judgement had been studied more fully, to remove the illegal aspects
of our present regime by recourse to Section 123(A) of the 1955 Food
and Drugs Act and to provide under Article 13 for inspection at
ports: but the immediate step would be to maintain the status quo
by keeping out milk imports by specific licensing.

In his view this would be perfectly defensible provided we made it
clear at the same time that we accepted the Court's judgement;
intended to move quickly to remove the illegal effect of our
legislation; and were proposing to open the necessary discussions
with the Commission and others as soon as possible. He clarified
the position about recent rulings by the Attorney-General, which in
no way conflicted with the course of action he proposed. He said
thet in his view recourse to the 1939 powers for UHT milk would be

/perfectly defensible both ...
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perfectly defensible both from a UK and European point of view and
would in no way undermine the usefulness or acceptability of these
powers; but his view was that any attempt to create an effective

import control on the basis of Section 1% of the Food and Drugs 1955 Act
would be legally shaky and open to immediate challenge.

I am bound to say that it seems to me that the approach the
Solicitor-General has proposed is the only feasible one from a legal
and practical standpoint; and I entirely agree with him and with you
that we would need to make it clear immediately that we accepted the
Court Judgement, would be complying with it and would open
discussions as soon as possible with the Commission and others
concerned. I would propose to make this clear in a statement on the
day of the judgement, next Tuesday, 8 February.

You have suggested that, as an alternative, I should rely on the
powers of Section 1% of the Food and Drugs Att to seek to create a
control of health and hygiene standards of imports at the ports
during the interim period. The Solicitor-General has now ruled that
this would be legally untenable but, even if it were, it would not
be acceptable from a practical and political point of view.

All 1t could enable us to do is to require certificates from the
French or other authorities to accompany any milk that enters the UK;
and we could apply tests to such milk. This has four immense
defects. First, it suggests that we are prepared to rely on French
certification: we are not; the fact is their authorities will
certify enything. Second, simply because they will certify anything,
such a requirement would be/ineffective and large quantities of milk
would flood in. I simply could not defend this on public health
grounds. Third, if we made the certification requirements so very
onarous that even the French could not sign certificates we should

be seen to be blatantly defying the Court and erecting a total and
unreasonable barrier to imports. The same would be true of any
attempt to test every carton for potential contamination (which
incidentally would entail very considersble staff and administrative
costs). This would cause far more trouble in the Community than the
action now proposed, which at least holds out the prospect of

imports when we are satisfied that French processing plants and farms
meet the requirements we apply to our own milk. Fourth, it would
manifestly not be applying to imports the same conditions and
procedures as we apply to our own milk -~ a principle on which the
Solicitor-General rightly insists if we are to avoid further Community

challenge.

I hope that on reflection you and Arthur Cockfield will agree that
the 1939 Act should be used. Since we shall be using it for only a
few weeks, pending primary legislation, and since we shall be using
it for the very reason that it is the only power we have that enables

/us to comply with the ...
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with the Court's judgement while still protecting public

simply do not accept that its use on this basis will
future status of “*19(*@ powers, and it is clear that
31 shares this view. We shall get into far worse trouble
L,r"y by trickery to twist the powers in the Food and Drugs Act
to ﬁcmove something they are clearly never intended to achieve.

copying this minute to the Prime Minister, to other Members of
and to Sir Robert f-.:'mr:tm ng.

L«.n th

QS\M/P (swa

oJ/FPETER WALKER

(Approved by the Minister
and signed in his absence)
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Meeting on imports of milk: 1430 Monday 7 February
_%__*_E;__ﬁ___%_____ﬁ___ﬁ___ﬂ__ﬁ¥_ﬁ___ S2ad

The following will attend:

Foreign ang Commonwealth Secretary
Minister for Agriculture

S/S Trade

Solicitor General

David Hancock,

The Chancellor is away all day, but the Chief
Secretary will represent him. The Earil of
Mansfield will represent the Secretary of
State for Scotland. Wales will send nobody as
they will a13 be in the House for First Order
Questions, The NIO will send a representative,
name yet to be Submitted.

Sir Ian Percival will let us know on
Monday whether we should invite the Lord Advocate,

4 February 1983
—— e’y 1983
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

4 February 1983

The Rt Hon Peter Walker MP

Minister of Agriculture, Fisheries & Food
Whitehall Place

LONDON SW1A 2HH

N b

" CAP PRICE FIXING 1983

Thank you for sending me a copy of your letter of 33 January, reporting
the views of Ertl  and Rohr on the price fixing.

As you say, we will have to consider the implications of this news
when we meet to discuss the CAP price proposals. For my part I
would not want to rule out a_quiCk settlement on CAP prices, provided

it is at an acceptably low and inexpensive level.

I am, however, concerned to hear that the German Agriculture Ministers
are prepared to contemplate a further 1% increase above the Commission's
proposals, which we all recognise are already too high for the main
surplus products. I am sure therefore that it will be important at next
week's Agriculture Council and in subsequent statements of our position
to press home our arguments for a freeze of the prices of the surplus
products, and for the strict application of the guarantee-threshold
rules, and to seek German and Dutch support for the observance of our
financial guideline.

If there is a suitable opportunity at next week's Finance Council, I
would propose - without breaking Ertl's confidence - to urge the case
for a tough price settlement on Stoltenberg, the German Finance
Minister. We ourselves have heard in confidence from Dutch officials
that Dutch Ministers will be taking a firm line on agricultural prices
and I will see if I can get confirmation of this from the Dutch Finance
Minister, Ruding.

I am sending copies of this letter to the Prime Minister, the Foreign
Secretary and Sir Robert Armstrong.

GEOFFREY HOWE
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i A meeting of Ministers has been arranged for Monday
afternoon, 7 Februaryrto consider what should be done to prevent

uncontrolled imports of UHT milk from the Continent if the

European Court rules that our present arrangements are unlawful.
The judgment will be delivered early on the morning of Tuesday
8 February. The issue in question is discussed in the minutes
of 3 and 4 February from the Foreign and Commonwealth Secretary
to the Minister of Agriculture and in the Minister's reply of

4 February.

2e We¢ do not know what precisely the judgment will say, but

it is expected to condemn the existing United Kingdom restrictions
————————

on retail sales as they apply to other member states but to

recognise the need for measures to protect public health. It

may provide for the existing arrangements to be continued in

force temporarily while a permanent new systvem of health

protection is evolved. If so, Ministers will have time for

—

further consideration of the matter. If not, there will be no
%

protection against imports from other member states with effect

from the time of the Jjudgment. Decisions are therefore needed

on Monday about the action to be taken by the United Kingdom in
#
response to the judgment, assuming that it does not allow for

the temporary continuation of our existing health control regime.

CONFIDENTIAL
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The Permanent Solution

e The Minister of Agriculture's intention is to find a

permanent solution to the problem which would impose the same

—

health and hygienic reguirements on milk producers in the United

e

Kingdom and elsewhere in the Community. The substance of the

T

Minister's proposals is set out in the extract from a recent

letter at Annex A to this minute. The new regime will require

primary legislation. We cannot say for certain how long it

would take to prepare and enact this legiglation even if
Parliamentary time were not a constraint. It is very probable
that the Commission would need to be satisfied that the terms of
the new regime were consistent with the ruling of the European

Court.

The Stop-Gap Solution

4, The Solicitor-General has been consulted about the powers

available to the Government to control imports of milk in the

“interim period between the Court's judgment and the implementaggbn
of the permanent solution. He has advised that the best and
most defensible solution would be as follows:-

(i) immediately after the judgment of the European

Court, to remove UHT milk from the open general

licence granted under the 1954 order made under

the Tmport and Export and Customs (Defence) 1939

Act. The effect would be to prohibit the

importation of UHT milk without a specific licence;

we should then negotiate with the Commission about

the conditions under which specific licences would
S ———

be available. The aim would be to subject producers

2
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in other member states to the same conditions as
ﬂ
apply to domestic producers;

e

once the conditions attached to the grant of a

specific licence had been promulgated, regulations

should be made under Section 1% of the Food and

Drugs Act 1955 in ordeér to impose controls at the

ports so that compliance could be checked.

—

pmmmmam——

The Solicitor-General's advice is recorded at Annex B.

Se The Foreign and Commonwealth Secretary and the Secretary of

State for Trade have called attention to the risk that the use
e

L —

——

of the 19329 Act might be challenged. Any court decision against

these new measures might diminish the legal force of the Act

which is a vitally important legal power needed for reasons of

general policy in other contexts. The Secretaries of State

have asked whether the Food and Drugs Act 1955 could be used

instead. The Solicitor General has given it as his opinion

—————

that the use of the 1955 Act would be much more open to challenge

[

and is not able to advise the Government to rely on it except to

the extent mentioned in paragraph 4(iii) above.

Presentation of the Introduction of Specific Licensing

6. A challenge to the 1939 Act resulting from its use in the

manner recommended by the Solicitor General would be very much

less likely if the presentation were as conciliatory to continental

—

opinion as possible. It is therefore proposed that the Minister

—

of Agriculture should make a statement stressing the following

points:-
4
4

CONFIDENTTAL
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the United Kingdom accepted the Court's judgment;
M
we intended to move quickly to remove the illegal
——
effect of our legislation;

a satisfactory solution would require new primary

legislation which could not be enacted immediately;

| S—

the intention would be to devise the new legislation

so as to apply the same requirements to producers

in the United Kingdom and in other member states;

the terms of the new scheme would be discussed

with the Commission before enactment;

in the meantime the Government had to continue to

protect the public on health grounds and this was

the sole reason for the temporary action taken.

(In this section of the statement the greatest

possible use would be made of any helpful remarks in

the European Court's judgment.) T

ey

Te The precise wording of the statement cannot, of course, be
settled until the terms of the Court's judgment are known.
The text of the statement will be agreed by the Departments

concerned before it is delivered.

Northern Ireland

8. The import regime for Northern Ireland is in one respect
more restrictive than the existing regime for Great Britain -
imports of UHT cream and flavoured milk are forbidden whereas
they are permitted into Great Britain. A way of dealing with
this complication is now being worked out by officials of the

——————
epartments concerned.

‘}_:r_
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Recommendation

9. Ministers are invited to agree that a temporary solution

- — » . . e —
be implemented as recommended by the Solicitor General and

that the presentation be handled as suggested in paragraphs 6 and

S—

7 above. P b

10. Copies of this minute are being sent to the Private
Secretaries of the Ministers invited to the meeting as listed

below.

4 February 1983

Distribution

Private Secretaries to:
Secretary of State for Foreign and Commonwealth Affairs
Secretary of State for Northern Ireland
Minister of Agriculture, Fisheries and Food
Secretary of State for Scotland
Secretary of State for Wales
Chief Secretary, Treasury
Secretary of State for Trade
Solicitor General

Sir Robert Armstrong.

CONFIDENTIAL
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ANNEX A
MEASURES PROPOSED BY THE MINISTER OF AGRICULTURE FISHERIES AND FOOD
1., The treatment plants in other Member States from which it is
proposed to supply this country must be subject to individual
authorisation under my control:; I cannot rely on unsupported

health certificates provided by other Member States.

2. Such authorisation must be conditional on inspection and
approval by my inspectors to ensure that proper standards are

being observed,

3. (Unless this is specifically ruled out by the  judgment)

this inspection and approval must, as in this country, extend

to the farms supplying the treatment plants.
4, Individual consignments must be accompanied by an appropriate
certificate to assure us that the necessary standards are being

maintained,

5. My inspectors will need to make the necessary checks at the

port to ensure that the certificates are valid,

6. In order to keep the administrative costs in reasonable bounds

it will be necessary to specify the ports concerned,

RESTRICTED




NOTE OF A CONSULTATION HELD AT THE
LAW _OFFICERS' DEPARTMENT on 4 FEBRUARY, 1983

PRESENT: The Solicitor General
Chamberlain (FCO)
E Coleman (DOT)
Munir MAFF;
Dixon (MAFF
H Godwin (CO)
Wilson (LAD) -
L Saunders (LOD)

UHT MILK

1. The Solicitor General emphasised that the Attorney General

had not expressed grave doubts and warnings about the use of the
—

Import, Export and Customs Powers (Defence) Act 1939. In two

cases, the Attorney had in fact advised that that Act could be
used but that it would be desirable to replace it by modern
legislation as soon as possible. The Solicitor agreed whole-
heartedly that it would be better and tidier to have new legis-
lation but he had no doubt that the risks of a successful
challenge to the use of the 1939 Act were negligible. The
courts, on the few occasions on which they had considered the use
of the 1939 Act, had not cast any doubts on its continued

—
validity. The use of the Food and Drugs Act 1955 would be much more
open to challenge. e

'_______._-—--__—‘——————n

2, The Solicitor General stressed that measures could only be
taken to restrict importation of UHT milk for reasons of public
health. It seemed to be accepted ggnerally that the UK was not
required in Community law to allow UHT milk into the United
Kingdom without any checks as to its adequacy from the point of
view of public health. In the Solicitor General's opinion,
what we must try to do, in order to defend any System which is
established in terms of Community law, is to put potential
importers as nearly as possible in the same position as domestic




producers, taking into account the fact that they are not
established in this country. We must of course not legislate
extraterritorially. The Solicitor General suggested that we
might achieve the aim of establishing a systém which was
defensible in terms of Community law by first, immediately after
the Judgment of the European Court, removing UHT milk from the
opén general licence granted under'the 1954 Order (made under
the 1939 Act)thus prohibiting the importation of UHT milk without

@ specific licence. We will than as soon as possible enter
into negotiations with the Commission to determine under what
conditions the specific licence will be available. In those
negotiations we would argue that it was reasonable and '
proportionate to subject forein importers to the same conditions
as applied to domestic producers. On completion of those
negotiations we would then introduce the conditions to be
attached to the grant of a specific licence and at the same time
Regulations might be made under S.13 of the Food and Drugs Act
1955 imposing controls at the ports, including such matters as
random sampling, requirements for marking and certification
which would establish that goods have come from premises which
have been tested and approved. It may w¥ll be, however, that
the primary legislation which was being prepared would be
enacted by this time. At some stage soon after the Judgment,
the present restrictions on the sale of imported UHT milk would
need to be lifted either by Regulations made under the 1955 Act
or by an Order made under s.2(2) of the European Communities
Act 1972,

3. The Solicitor General concluded that this scheme would
require very careful presentation. The United Kingdom would
make it clear that it would implement the Court's Judgment,
that it would enter into urgent discussions with the Commission
as to what restrictions could be imposed and that meanwhile
there would be an import ban on UHT milk whilst these urgent




discussions were being undertaken. The Solicitor General
sald that if the discussions with the Commission did not
arrive at a speedy and acceptablé solution, we might have
to introduce the licencing regime which we considered

defensible in Community law and not maintain the absolute ban.
It was reported that the Solicitor General for Scotland had not

yet reached a final view. He would be discussing with officials

in Scotland on Monday the eventual scheme envisaged and the powers
under which it could be implemented.

LAW OFFICERS' DEPARTMENT
4th February, 1983,




CONFIDENTIAL

FCS/83/23

MINISTER OF STATE FOR AGRICULTURE

Court Judgement/of UHT Milk

1. We agreed in Cabinet this morping that something would have

to be done to prevent uncontrolled imports of UHT milk from the

Continent as from next week in the likely event that the European

Court rules against us in the case on this matter. 'I understand

that our Legal Advisers have been discussing the powers under which
measures to prevent such uncontrolled imports could be taken.

2. I think I should make it guite clear now that I am firmly opposed
to the use of the Import and Export and Customs (Defence) 1939 Act and
its emergency powers in this case. The effect in the Community of
using emergency powers would be quite disproportionate and add

to the difficulties we already have. Moreover my Legal Advisers tell
me that if we were to use it in a matter concerning intra-Community
trade there would be a serious risk of challenge in the domestic

courts on the grounds that we were taking action ultra vires the

Act (which was an emergency measure passed because of the War). There
might also be a case in the European Court. Any Court decision
against our measures might diminish the legal force of the Act. This
would be very damaging. As you know it is the only legal power we

can at present use in some circumstances in which we need for reasons
of our general policy to ban exports of arms and strategic materials
to foreign countries (we used the Act for example in respect of Iran

a few years ago). I am firmly of the view that we should not put

at risk, in this case, this weapon in our armoury.

/3.
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2 I understand that you have powers under Section 13 of the Food
and Drugs Act which could form the basis for purely interim
measures designed to prevent uncontrolled imports while we work
out with the Commission and Member States a permanent system
implementing the Court judgement. I hope that you will be able to

use these powers.

4, I am sending copies of this minute to the Prime Minister,

the Chancellor of the Exchequer, the Secretaries of State for

Trade, for Scotland, for Wales and for Northern Ireland, the

Solicitor-General and Sir Robert Armstrong.

(FRANCIS PYM)

Foreign and Commonwealth Office
4 February 1983
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FCS/83/20 /\,\(

MINISTER OF AGRICULTURE, FISHERIES AND FOOD

UHT Milk: The European Court Judgement

A I understand that the European Court is expected to

deliver its verdict in the UHT milk case on 8 February.

Given the line taken by the Advocate General, it seems

unlikely that the Court's judgement will endorse our present
requirements. This will clearly raise a variety of important

questions which will need to be considered between Departments
in due course. But my purpose in writing to you now is to
consider the most immediate problem of what our first public

reaction should be when the judgemeﬁt is promulgated. I

have a particular interest in this since I shall be top for
questions on 9 February when the subject could well be raised.
2. I am quite sure that, whatever our position on the
substance of the matter, we must make it plain from the outset
that we intend to comply with the Court's judgement. Any
equE:;EEg?6Eﬁ5ﬁ’%EEgMEEg;g1;;TT1;ET;’EEESB?EEE_¥H§ Commission,
the French and any otherpotential suppliers to our market to
subject our subsequent actions to even more suspicious scrutiny
than will in any event be the case. A clear statement of intention
to comply will put us in a much strbnger tactical position - and
can, of course, be immediately qualified by any reservations we
need © make on public health grounds.

ol Subject, then, to your views, I would propose to take the

following line if questioned in the House on 9 February. I

would say that we are still studyving the full detail oT the
Court's judgement, and can therefore at this stage make only

these two points:

(a) That we shall, of course, comply with the Court's
judgement; and

(b) That there are [as the Court itself acknowledges]
important issues of public health at stake which will

require careful discussion with all parties concerned,

CONFIDENTIAL /including
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including the Commission and other Member States,

4. This sort of line should, I suggest, put us in the

strongest tactical position and give us the greatest freedom

of manoeuvre as we decide the substance of our reaction to
the Court's verdict.
s I am copying this letter to the other members of OD(E).

(FRANCIS PYM)
Foreign and Commonwealth Office

3 February, 1983

CONFIDENTIAL







MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDON SWIA 2HH

From the Mimster

CONFIDENTIAL

The Rt Hon Francis Pym MC MP
Secretary of State for Foreign
and Commonwealth Affairs
Foreign and Commonweslth Office
Downing Street
LONDON ; -
SWAA 2AL 31 January 1983

29

In Brussels last week I had a private conversation with the two
German Agriculture Ministers, Ertl and Rohr.

hw&_rd«tfb (i

CAP PRICE FIXING 1983

I am informed privately by them that their intention on the price
fixing is to seek a settlement and if necessary to agree to price
increases of 1% above those put forward by the Commission.

They intend to make no mention of prices until after the general
election, although I am informed that both the main German parties
will, in the election campaign, make it clear that they will not be
in favour of prices less than those proposed by the Commission.

I was told that the present Government would continue in office
until the 31 March, irrespective of the election result, and it is
their intention, whether or not they are re-elected, to complete the
price fixing before the new Government takes office. This will
enable Ertl to preside over the price fixing and for his successor
to come into office on 1 April with the price fixing completed.

I am informed that they will be willing to sit, if necessary, night
after night to achieve this objective.

/Naturally, this information ...

CONFIDENTIAL
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Naturally, this information will have a considerable impact upon the
tactics we pursue in the month of March, and doubtless in the near
future we can fully consider the implications.

# Copies of this letter go to the Prime Minister, the Chancellor of
the Exchequer and Sir Robert Armstrong.

0. o

‘L"L@JI‘ER WALKER

(Approved by the Minister
and signed in his absence)
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Ref. A083/0251

MR COLES

Common Agricultural Policy Price Fixing 1983/84

The Prime Minister asked why I had referred in my brief for
last week's Cabinet to "the Commission's proposals for a 5.5 per
cent increase in agricultural prices'" when the Minister of

Agriculture was referring to a 4.4. per cent increase.

2. The Commission's price proposals are based on a ."norm"

increase of 5.5 per cent, and this is the figure the Commission

use in referring to them. In practice, waever, because the
increases for cereals and for milk in particular are below the
norm, the weighted average increase on a Community basis works out
at about 4.4 per cent. This average increase in common prices is
the figure which is of primary interest domestically, and is the
natural figure for the Minister of Agriculture to use in the House

of Commons.

3. I am afraid that the weighted average increase figure was not

available at the time when the brief had to be written.

ROBERT ARMSTRONG

25 January 1983
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Ministry of Agriculture, Fisheries and Food
Whitehall Place London SW1A 2HH

From the Minister’s Private Office

W Rickett Esag

Prime Minister's Office

10 Downing Street

London SW1 |9 January 1983

h\l
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COUNCIL OF AGRICULTURE MINISTERS: 7-18 JANUARY 1983%

I attach a copy of the statement which Mr Walker hopes to make
1n the House today. I would be grateful for immediate clearance.

I am copying this letter to Bernard Ingham; David Heyhoe (Leader
of the House's Office); Murdo Maclean (unlp's Office, Commons);

Michael Pownall (Whip's Office, Lords); David Wright (Cabinet Office);
Keith Long (Chancellor of the Duchy of Lancaster's Office) and to
Private Secretaries of the other Agriculture Ministers and members

of the OD(E). ¥

ROBERT LOWSON
Private Secretary




6 January 1983

The Prime Minister has akked me to thank
you for your letter of 5 January enclosing
an advance copy of the article which the
Prime Minister of New Zealand has written for
the Times and which appears in today's edititbon

Mrs., Thatcher read the article with interest.

JOHN COLES

His Excellency The Hon. W.L. Young




NEW ZEALAND HIGH COMMISSION

NEW ZEALAND HOUSE: HAYMARKET: LONDON SWIY 4TQ

Telephone: 01-930 8422 Telex:24368 M
From the High Commissioner

H.E.The Hon W.L.Young

5 January 1983

e ]
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I enclose with this letter a copy in advance of
an article which Mr Muldoon has written at the
. . . N S ———— e . g
invitation of the Editor of The Times. We now
understand from The Times that the article is
expected to be published in their edition of
tomorrow, 6 January.

Mty Qeat “adlas
1LKMA//AMAmAV“JL‘

(?,{l/ Lﬁ/vnj?

The Rt. Hon. Margaret Thatcher, MP
Prime Minister,

10 Downing Street,

Whitehall,

LONDON SWi1.




THE TIMES

NEW ZEALAND, GREAT BRITAIN
AND THE EUROPEAN COMMUNITY

By the Right Honourable Robert Muldoon, CH
Prime Minister of New Zealand

A year or two ago someone wrote to an English newspaper about

the benefits of belonging to the European Community. They were,
ﬂ
he said, like flying saucers: a lot of pepple talked about them,

precious few could claim to have actually seen them, and those

who did were generally disbelieved.

—

That may be a jaundiced view of Britain in Europe. But ten
years on, it seems a pretty fair summation of what Britain's
membership has meant for its relationship with "third countries"
such as New Zealand. That our bilateral relationship is alive,
and indeed remarkably healthy, is a tribute to hard work and
immense goodwill on both sides. It owes little to Britain's
entry into the Community: it has been maintained in spite of
that fact, not because of it.

The most obvious, and the greatest, impact upon New Zealand
has been in the field of trade. Since the repeal of the Corn

Laws in 1846 Britain had consistently maintained a ''cheap food"

——

policy, freely allowing entry to its market from wherever

————

agricultural goods could be produced most cheaply. In 1973 it

overnight became a member of a fiercely protectionist grouping,

already more than self-sufficient in many of the goods New

Zealand pggduces most efficiently, and looking to the British

market to absorb some of that excess. Inevitably, New Zealand's

p—
access to its traditional market was severely circumscribed.

There can be no doubt that our economy has suffered as a result.
A measure of the degree of adjustment required of New Zealand
is the level of entry permitted our major food exports now,

compared with traditional sendings. Butter has fallen from a
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a historical level around 170,000 tonmnes to 92,000 tonnes in 1982
(and the prospect of 87,000 tonnes in 1983). Cheese has gone
from about 70,000 tonnes annually to a GATT quota of 9,500
tonnes for the whole Community. Lamb is subject to '"voluntary"
restraint at 245,500 tonnes, in a market which has in the past
absorbed quantities in excess of 300,000 tonnes a year from us.
It has never been New Zealand's wish to remain in an outmoded
colonial relationship with the United Kingdom. Long before the
decision was made which finally led to British EC membership in
1973, New Zealand had been actively seeking new markets for its
primary products. Its success is reflected in the falling share
of total exports directed to Britain - from 53 per cent in 1960
to 36 per cent in 1970 (before Community membership) to 14 per
cent last year. That dramatic reduction has not been achieved
without pain, and New Zealand would regard its present level of

trade as an irreducible minimum. Markets simply do not exist

| —

elsewhere for the residual quantities of primary exports sold

on the United Kingdom market.

Behind the difficulties Britain's EC membership has created
for New Zealand is the Community's Common Agricultural Policy.
That is the system which guarantees European farmers unrealistically
high prices for their produce, and excludes efficient third
country producers in order to prevent the operation of free market
forces undermining that price structure. How the Community
chooses to support its farmers, and at what level, is none of
my business as long as the policies adopted affect only the
Community. It becomes my business when those policies impinge
directly on the economic interests of the country whose
Government I lead, and this the CAP does in a variety of ways.

It is, from our point of view, unfortunate that the operation
of Community preference has sharply reduced our scope to sell in
what was formerly our major market. It is doubly unfortunate

that very high internal prices are reducing consumption of
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commodities such as butter to the point where there is not

much of a market for anyone, including British farmers. But

what is most damaging for New Zealand, in its process of
continuing adjustment, is the Community's practice of subsidising

exports. Surpluses created by the CAP are dumped on the

international market with the aid of massive subsidies, to
compete with the efficiently produced goods upon which we depend
for our livelihood.

The Community has now reached the stage where 40 per cent of

its total budget goes on the subsidies required to export its

surpluses. Its agricultural exports increased by 164 per cent
between 1973 and 1980, and now exceed those of the United States.
If the Soviet market is excluded, it is the largest exporter of
sugar, it is the largest exporter of beef after Australia, and
it pre-empts New Zealand as the single largest exporter of dairy
products in the world. Is it any wonder that I am occasionally
less than temperate in my comments on the system that makes this
possible?

Ten years of continuous stresses and strains associated with
a difficult trading relationship might have been expected to
produce a coolness in other areas, too. Paradoxically, they have
not. Our peoples are too similar and our shared experience too
long for a rift easily to open.

That our attitudes remain essentially alike was never more
plain to me than in observing the reaction of the New Zealand
people to Britain's sternest test of recent years, the Argentinian
invasion of the Fglkland Islands. We were no less unanimous than
you in our reaction to the invasion. We were no less resolved in
our determination that it was necessary to act in some way to counter
that misuse of force. Common stock and common traditions are a
powerful rallying force.

The greatest concern I have now when I consider British
membership of the Community is the possibility that what we do
hold in common may be eroded with the passage of time. It is not

to be expected that those who profit most from the new system will




long cling to the old values. Already the British dairy farmers,
with whom we co-operated when the market dictated price, are
seeking to exclude New Zealand imports as an inconvenient reminder
of that former condition. I fully expect that the UK sheep
industry will follow suit as it gears production to the high

new guaranteed price levels. How long then can the British
Government resist the pressures of its own producers, added to

the voices of those who see, wrongly, the maintenance of old
friendships as incompatible with new alliances?

We are grateful for Britain's advocacy in the councils of the
Community and are aware of the problems encountered there. I
must express the hope that Britain will continue to fight the
case for a more enlightened attitude towards agricultural

production and marketing in Europe, and for a more broadly based

S—— . . .
fecognition of the European Community's international

responsibilities. It is important to New Zealand because the
Community's decisions will have a profound effect on our future
economic condition, and on our relationship with the Community
as a whole. Most of all, it is important because it will
increasingly set the tone for our dealings with the country
which gave us our nationhood, and with which we will spare no
effort to maintain the strongest possible ties.

In the wider perspective I find it distressing that the major
Western allies, which have so much in common in terms of democratic
systems, individual freedoms and shared perceptions of world
security problems are squabbling amongst themselves on the trade
front. Retreat into a protectionist laager, especially during
current times, recessionary times, is patently the wrong thing
to do if the world economy is to be turned round. All our
societies bear to this day the scars from the injuries inflicted
by that course in the 1930s.

If the European Community should move any further down this

path it will damage not only individual member states but also




the Western alliance and the entire developing world. If wise
counsels do not prevail it is, I fear, inevitable that New

Zealand's traditional trade relations with the Community will

change and diminish through the 1980s. Without at least

stability, and preferably, growth in trade, the heart will

have been knocked out of the relationship.
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10 DOWNING STREET

From the Private Secretary 21 December 1982

Common Agricultural Policy: 1983/84 Price Fixing

With reference to your Secretary of State's minute
of 20 December to the Prime Minister on the above subject,
you may like to have a copy of the record of the meeting
held here yesterday which discussed our tactics towards
the next round of CAP price fixing.

John Lyon Esq
Northern Ireland Office
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From the Private Secretary 20 December 1982

dews Lobe,

COMMON AGRICULTURAL POLICY: 1983/84 PRICE FIXING

The Prime Minister held a meeting at No. 10 Downing Street
today to discuss the price fixing and.the green pound. 1In addition
to the Minister of %vriculture, Fisheries and Food, the following
were present: :1lor of the Exchequer, the Secretaries of
State for Foreign and Commonwealth Affairs, Indus Employment
and Trade, Sir Robert Armstrong and Mr. Hancock of the CdDLULu
Office. :

The meeting had before it the Cabinet Office paper attached to
my letter to you of 7 December; your Minister's minute to the Prime
Minister of 15 December; and the Chancellor of the Exchequer's
minute to the Prime Minister of 17 December.

The Minister of Agriculture reported that the Commission were
still discussing their farm price proposals. Present expectations
were that they would recommend a price increase of between 2 and
3 per cent for milk; about 4 per cent for cereals; and 5 to 6
per cent for the rest. The French Commissioners were pre581ng for
special concessions for small farmers and the representativ f
the Mediterranean interests were pressing for much more ior
Mediterranean agriculture. It was probable that the Commission
would formally put their proposals to the Council in January. In
the Council discussions, Italy, Ireland and Greece could be
expected to press hard for much higher price increases. The
French Government were unlikely to go for high average increases
but would instead concentrate on getting special concessions for
sensitive sectors of French agriculture. The German Government
would control the timetable, being in the Presidency, and they
were unlikely to want any sharp public conflict to emerge until
after their General Election. The negotiations would therefore
be unlikely to enter their decisive phase until mid-March.

When the Commission proposals were put forward the Minister
proposed to oppose them strongly on the grounds that they were
excessive. It was essential for tactical reasons that he should
also say that there should be no revaluation of the green pound.
He was content to agree that Ministers should consider policy for
the green pound when the ture of the settlement could be
prexicmed, but he would Lw surprised if Lhw increases for milk
and cereals, the two key commodities for the UK, came out at over
5 per cent so that there would be no call for a revaluation on
the basis of the suggestion in the Chancellor of the Exchequer's
minute of 17 December.

/ The Chancellor s
CONFIDENTIAL '6—(
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The Chancellor of the Exchequer said that the size of the
United Kingdom's MCA and the consequent scope for revaluaticon
could not be predicted. If last week's weakening of the pound
persisted, the MCA would be reduced from 5 per cent to about
3% per cent. His preferred course would be a firm Ministerial
decision to revalue the green pound if necessary and if possibhle
so as to limit the effect of the price settlement on domestic farm
prices to below 5 per cent. But he would accept a decision to
leave the matter open until the outcome of the negotiations could
be predicted, provided that the UK's negotiating hand was played
in such a way as to be compatible with a decision to revalue the
green pound at that stage.

The Secretary of State for Employment said that there was a
real risk that the monthly pattern of RPI figures would change
direction in the course of 1983 and start going up again. Such a
change of trend would attract public notice and could have a
decisive influence on wage negotiations. The Government's priority
must therefore be to prevent food prices going up by any more than
was essential,

In discussion, it was pointed out that the international
situation would provide the Community with a new and powerful
incentive to agree to only modest price increases and to curb
surpluses. In his visit to London the previous week, Secretary
of State Shultz had made it quite clear that, if the Community
carried on as before, the United States would deliberately launch
a campaign of competitive subsidisation of agricultural exports
and would be determined to win.

It was further suggested that the farm price and green pound
decisions would be important for the food manufacturing industry,
whose interest had to be considered as well as those of British
farmers. On the other hand, it was argued that most of the firms
in the British food manufacturing industry were making healthy
profits.

Summing up the discussion, the Prime Minister said that the
meeting agreed that for tactical reasons the United Kingdom's
public position at the outset of the negotiations should be that
there should be no revaluation of the green pound. Equally, the
option of revaluing, if circumstances made that appropriate at a
later stage, should not be foreclosed. It followed that nothing
should be done in the negotiations or at home which would make it
difficult for the Government to take such a decision at the
appropriate time, if that were considered to be the right decision
to take.

I am copying this letter to the Private Secretaries of the
Ministers listed in paragraph 1, and to Richard Hatfield.

o
20 (a%a,

Robert Lowson, Esq.,
Ministry of Agriculture, Fisheries and Food.

CONFIDENTIAL




NORTHERN IRELAND OFFICE
GREAT GEORGE STREET,
LONDON SWIP 3AJ

PRIME MINISTER N A D-N.

COMMON AGRICULTURAL POLICY : 1983/84 PRICE FIXING w -
n.

I understand you are considering with colleagues the possibility
of accepting Commission proposals for the revaluation of the

Green Pound in the context of 1983/84 EC agricultural price
fixing. 1In my view, there would be little tactical advantage

in accepting such proposals. It would not be of any real value in
persuading the other Member States to accept a lower average

price increase in the negotiations. The Germans and the Dutch
did not accept any automatic reduction of their "old" positive
Monetary Compensatory Amounts when they-signed the "Gentleman's
Agreement" on Agri-monetary affairs.

We must also be careful not to inflict unnecessary damage on

our agricultural industry. 1982 certainly appeared a good

year in comparison with 1981, but it has not made up for 1980,
which was a disastrous year in Northern Ireland. In real terms
returns are lower than the mid-1970's. Indeed recent relatively
improved results were largely due to the good fortune of better
than average weather conditions.

While I would hope that future fluctuations in the value of sterling
would not be as violent as occurred at the beginning of the

month, a fall of the same magnitude would put us in a position

where monetary compensatory amounts would no longer apply. A
revaluation could, in such circumstances, have the effect of
reintroducing negative MCA's which we abolished soon after taking
office and which act as an incentive to our competitors to

export to us.

Any hint that we were adopting a revaluation of the Green Pound
when our farmers would have a very low, or perhaps even negative,
increase in the basic agricultural support price would be

likely to choke very quickly the increased investment which it
appears has been taking place recently. The value of such

works for the rest of the economy, of maintaining stability

in agriculture and, if possible, improving our use of home

grown products and exports must surely more than balance the
very marginal effect there might be on the retail price index
from a revaluation.

I an copying this Minute to the Chancellor of the Exchequer,
the Foreign and Commonwealth Secretary, the Secretaries of
State for Trade, Industry and Employment, the Minister of
Agriculture, the Secretaries of State for Scotland and Wales
and the Chief Whip. r}

"N
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reasury Chambers, Parliament Street, SWIP 3AG

O1-233 3000

PRIME MINISTER

COMMON AGRICULTURAL POLICY : 1983/4 PRICE FIXING AND THE GREEN POUND

I have seen a copy of Peter Walker's letter to you of 15 December

about the CAP price fixing.

2 I am afraid that I must strongly disagree with his proposal

e —
that we should take a decision now not to revalue the green pound.

% 0 First, let me say that I do not think that we should be unduly

influenced in our discussion by the recent fall in sterling. The

reduction in our positive MCA to 5.1 per cent (about the level

obtaining in the Netherlands) has not changed the level of the green

I ———————————
pound itself or the prices received by our farmers, which remain
A g

higher than those in all other Member States except Germany and the

Netherlands. =t

Ty
—

4. Second, I cannot see how we can separate the question of the
1 1 =0 . .
green pound from the outcome of next year’s negotiations on CAP

price levels themselves. It is surely essential that in the

period we are talking about we do all we reasonably can to keep down

the rate of inflation, particularly for the most sensitive items in

the shopping basket, such as food. We must go into this year's CAP

———————

price fixing with that objective uppermost in mind. I understand

that, despite MAFF's Pepreggatations and the pressures from the USA,

e

the Commission are still expected to propose price increases around
5.5 per cent, though with somewhat lower figures (3-4 per cent)for
milk and cereals. Obviously we must fight hard for lower figures.
But all the evidence of the past - particularly of the last 2 years -
is that the eventual outcome could well be 1 per cent or 2 per cent

higher than the Commission propose.

CONFIDENTIAL
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e My view is that, if the final outcome of the price fixing

leads to excessive increases in CAP prices, we should revalue the

—

green pound to the extent necessary to reduce the impact on UK

domestic farm prices to less than 5 per cent.

Be Peter Walker argues that the effect of even a 2'per cent

revaluation on the RPI is too small to be worth bothering about.

#
I do not accept that. The fact of the matter is that most of

the price increases in the individual items making up the RPI

“shopping basket are in themselves pretty small. But their cumulative

effect can have a significant impact. on the rate of inflation.
n————

It is worth noting that the Germans, who are as committed to
eradicating inflation as we are (but who have a larger farm popu-

lation), have regularly been prepared to revalue by 1 - 2

per cent and may be expected to do so again next year after their

Election.

——
7 Similarly, I do not accept Peter Walker's suggestion that the

housewife will not feel the benefits of a green pound revaluation;

all the evidence is that the competitive pressures in the retailing

chain will make sure that the effects are passed on to the consumer.

8. In addition to the effect on food prices, we also need to
consider the impact of the present level of the green pound on our

food manufacturers and processors. They have made strong represen-

tations to us for a revaluation of the green pound for well over a

year. They are just as large a source of employment as the farming

sector, but have had to shed 9 per cent of their labour force over

the past three years. They have been losing sales on the domestic

markets because our high food prices have kept food consumption
- o SRR —
static; and our exporters of such foods as biscuits and chocolates
e ————— e———— ——
lose out because they have to pay higher prices for their inputs,

but are not entitled to the export refunds which are available to
EE—, —

farmers.

o oy
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9. I recognise that a revaluation will be unpopular with ourk
farmers. But the farm sector has done exceptionally well in
g i .

comparison with the rest of the economy over the last 2 years
(not just 1982 as Peter Walker implies). Net farm income will
be up by nearly 33 per cent in real terms this year after a rise

e ———
of 11 per cent in 1881. And a good deal of last year's 103 per

cent CAP price increase has still to work through to the farmer.

So to limit our farmers to a 5 per cent rise in 1983 - which is
o 212

what we recently agreed for liquid milk - should be defensible.

Their political support is certainly important, and I do not take

it for granted, but so is that of the consumer and the housewife.

10. As the Cabinet Office paper recognises, we cannot reach a

— e
final decision on the green pound until it becomes clearer from

the negotiations in Brussels what level of CAP price increases
other Member States are prepared to settle for; and we shall, of
course, need to take account of any developments in the sterling

[ —

exchange rate. But I hope that we can agree on Monday that our

_
firm objective is to limit the effect of this vear's CAP settlement to

below 5 per cent on domestic farm prices and that we should be

prepared to revalue to the extent needed to achieve that.

11. We can discuss in more detail on Monday precisely how to play
the negotiating hand in Brussels. Thg_gagbtion of the objective

I have proposed does not, of course, mean that we should immediately
accept the Commission's proposal for a revaluation. But the
negotiating tactics we udse in the opening phases in Brussels must

be compatible with the eventual 5 per cent outcome.

12. 1 am sending copies of this minute to those who received

Qe

PP G.H.
( Appwnd by 17 December 1982

e Ultaecetlon

nwoingiudﬂi{b

Peter Walker's.
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CONFIDENTIAL

PRIME MINISTER

GREEN POUND

I gather you are to discuss Green Pound policy next Monday.

For my part, I believe strongly that our negotiating hands

on the EEC price-fixing should not be tied in advance by

. ﬂ
a commitment to revalue the Green Pound. It seems to me

essenctral that our opening position should be a determined
demand for a freeze on prices for products in structural
surplus. In my view it is naive to suppost that a self-
denying ordinance by the UK would have the slightest affect
in persuading our Community partners to exercise any greater

degree of restraint on prices.

A revaluation of the Green Pound would cause domestic
political difficulties not just because it would cut price
increases to our own farmers. We should also have to defend
a position in which the UK taxpayer might be made to pay,
through the Budget, for more support to French and German

farmers than to our own.

In any event, it is surely too early to decide on whether

to agree to a Green Pound revaluation. UK mcas have more

than halvew (irom 10.7 per cent to 5.1 per cent) in the last
three months, and there is more than three months to go before
there is any likelihood of a decision on the price-fixing.
Much could happen to international exchange rates, and to
our negotiating position vis-a-vis our Community partners,

before then.




I suggest, therefore, we stick firmly at present to the no
price increase stance, and only consider even a token
revaluation of the Green Pound - if at all - in the very
last stages of the price-fixing, when we know how
international exchange rates stand and what level of price
increase the rest of our partners seem willing to settle

for.

I am copying this minute to the Chancellor of the Exchequer,

the Foreign and Commonwealth Secretary, the Secretaries of
State for Trade, Industry, Employment, Northern Ireland and
Wales, and to the Minister of Agriculture, Fisheries and

Food.

17 December 1982




MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDON SWIA 2HH

From the Minister To hd'&:l P-A-:"', want
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PRIME MINISTER 1D December 1982 A ¥ c,-7
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COMMON AGRICULTURAL POLICY: “1983%/84 PRICE FIXING

I have read the pﬁger which the Cabinet Office have prepared as
background for the discussion we are to have next week on the green
pound. It may be helpful if I add one or two comments before we meet.

First, it is quite clear that our public stance at the outset of the
negotiations must be that there should be no revaluation of the green
ound. No other stance would be reconcilablée WITRHR our insisting that

ere should be no increase in common prices for the products in
structural surplus (cereals, milk, sugar and wine). The combination
of a price freeze and a green pound revaluation would mean a
reduction in support prices here, and No one would believe we
seriously contemplated this (to say nothing of the impossibility of
presenting it to our own industry). No one would therefore regard
our posture on common prices as seriously intended if we showed at
the same time any willingness to revalue.

Secondly, the case agginst a revaluation is in any case soO over=-
whelling that in my v?Eﬁ‘ﬁE’EEEﬁTE’EEbide here and now that there
should be none. Agriculture is pulling itself out of the recession,
though real net income, despite a year of superlative weather, has
still not reached The levels it attained under the Labour Government.
To impose a handicap on the industry just as it began to prosper

again would be 1ndefensible in either economic or political terms.

The only conceivable argument for doing so would presumably lie in the
effect on food prices. But there would in my view be no visible

- . -—_—_- -
benefits for the consumer. The rate of increase of food prices is
already well below that of the RPI, and any effect of revaluation on

/the farmer's returns would ...

CONFIDENTIAL




CONFIDENTIAL

the farmer's returns would be far more likely to go into the pockets
of processors and retailers than to the housewife. And even if the
whole of the benefit went to the housewife a 2% revaluation would
affect the Retail Price Index by only about one tenth of one
percent.

e

There is no way in which so small an effect on prices would be worth
what a revaluation would cost us. Even a small revaluation would be
a massive blow to the industry's confidence, which we have managed to
sustain, with much difficulty, through the years of recession. It
would further discriminate against our farmers by comparison with
their main competitors, the French, who have scope to add 3.8% to the
full common price increase by further green franc. devaluation (on top
of the devaluation increase of 2.0% already decided for them for the
next marketing year). It would imperil the.political support we can
otherwise expect from the agricultural community in a general
election. And it would be impossible to explain at a time when our
MCA has already been halved by the fall in sterling (from 10.7% to
51%: at some of this week's rates for sterling the MCA would be

as low as 3.5%) and when the rate for a floating pound remains
unpredictable.

I hope therefore that we can take a firm decision next week against
any revaluation of the green pound in the 1983% price fixing. We
shall then have a clean and clear negotiating position which will
enable us to bid credibly for a price standstill for the main surplus
commodities and so strengthen our hand in the critically important
negotiation on the Community budget.

I am sending copies of this minute to the other Ministers invited to
the meeting (the Chancellor of the Exchequer, the Foreign and
Commonwealth Secretary and the Secretaries of State for Trade,
Industry and Employment); and also to the Secretaries of State for
Scotland, Wales and Northern Ireland and the Chief Whip.

Roase

‘to(PE‘I‘._.R WALKER

Hpprored byt Mlendntc

) | &LU¥¢J W aledosa
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Agriculture Council

4.14 pm

The Minister of State, Ministry of Agriculture,
Fisheries and Food (Mr. Alick Buchanan-Smith): With
permission, Mr. Speaker, I wish to make a statement on
the meeting of the Agriculture Council on 13 and 14
December in Brussels, at which I represented the United
Kingdom.

The Council agreed to extend to the end of 1983 the
arrangements for controlling imports of live cattle and pigs
into Great Britain to protect our livestock against foot and
mouth disease and swine vesicular disease. The special
arrangements which apply to imports of live animals and
meat into Northern Ireland have also been extended for a
further year. During next year, the Council will discuss the
introduction of rules for trade within the Community in
live animals and fresh meat. We shall, of course, ensure
that, when such rules are adopted, the special status of
Great Britain and Northern Ireland is fully protected.

The council also discussed new provisions which would
bring up to date the public health requirements for trade
within the Community and with third countries in fresh
meat. No decision was reached and the Council will
consider this further at its meetings early next year.

Agreement was reached on the 1983 arrangements for
the importation of beef for processing. Next year’s
arrangements, including the quantity of 60,000 tonnes at
reduced rate of levy, are the same as those for this year.
These supplies are important to our processing industry
and this means that imports can take place from the
beginning of January.

As the House knows, in October the Council decided
the arrangements for imports of New Zealand butter in
1983. However, the French and Irish Governments
indicated again that they are not prepared to adopt the
necessary implementing regulation until the Commission
has authorised exports to Russia. [ made it clear that there
is no possible justification for the objections of these two
delegations, which are an abuse of the Council procedures.
There will be further discussion at the management
committee before Christmas,

Mr., Norman Buchan (Renfrewshire, West): The
Opposition welcome the decision at last to continue for
another year the existing animal import controls. I only
wish that the Government had listened to us more fully in
the debate last week. Certainly, my hon. Friend the
Member for Durham (Mr. Hughes) will be pleased that the
Minister listened to what he had to say.

Will the Minister accept that what is really needed is
a permanent recognition of the special requirements both
of Great Britian and of Northern Ireland? We cannot be
satisfied with anything less.

I have anxieties about imported beef. Unnecessary and
unfair restrictions are still being placed not just on third
countries but on Third world countries. The figure for
Botswana for the first nine months is 8,000 tonnes of
imported beef. There must now be a gap because of what
has happened with Argentina. Is it not possible that the gap
could be filled by Botswana? Should we not examine that
possibility to see what further imports of beef at that rate
could be made?
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The statement referred to butter. The Minister will
remember that we now know that over the past few years,
despite the decision of the Council of Ministers, the EC
has continued to export subsidised butter. When the
Minister says that there will be further discussion at the
management committee before Christmas, does this mean
that this matter will pass outside our control so that, as has
happened over the past few years, the wishes of the
Council of Ministers are to be flouted? We should like
assurances on that.

Will the Minister give a further assurance that, if the
management committee discusses this further, it will not
discuss our guaranteed arrangements for the import of
butter from New Zealand?

On a more festive note, the House would welcome an
assurance that, despite what the management committee
may say, the subsidised Christmas butter for the United
Kingdom will continue. I should like guarantees on all
those points.

Mr. Buchanan-Smith: With regard to foot and mouth
disease, I welcome the support from the Opposition. We
have succeeded in the Council of Ministers in achieving
the declared objective that my hon Friend the
Parliamentary Secretary made clear to the House. I am
glad that we have succeeded in that and, of course, we had
the support of the Republic of Ireland and the strong
support of Denmark in doing so. I am grateful for the
welcome that the hon. Gentleman has given.

Beef is important to our processing industries. The
arrangements fulfil the agreement under the multilateral
trade negotiations which were carried out a number of
years ago. As I understand it, arrangements have been
welcomed by the countries involved.

The French Minister tried to make a link between the
exports of butter to Russia and the continuation of supplies
from New Zealand. The French failed in that attempt. The
Presidency, the Commission and other delegations made
it clear that they believed that to try to make that sort of
link was unreasonable and unjustified. In October the
Council had agreed, without any condition, that the import
of butter from New Zealand should continue. We shall
continue to press for that, and I am confident that we shall
proceed with supplies continuing in 1983.

Mr. Buchan: What will the management committee be
discussing if these guarantees are finalised?

Mr. Buchanan-Smith: The management committee
has to deal with details such as implementing regulations
and export refunds. A formal meeting of the management
committee is due to take place before Christmas.

Mr. J. Enoch Powell (Down, South): Is the right hon.
Gentleman aware that the Ulster farming industry will be
relieved at the breathing space that the Minister, with the
assistance of the House, has obtained, and that it relies on
the Government to use that breathing space to make an
agreement that will permanently secure a special standard
of animal health in Northern Ireland, which is so beneficial
both to the Province and to the United Kingdom as a
whole?

Mr. Buchanan-Smith: I thank the right hon.
Gentleman for what he has said and for the support which
he gave in the House last week. We have a special status,
and within the United Kingdom Northern Ireland has an
even more special status. We have made an entry in the
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Council minutes to the effect that this status and the
longer-term conditions must be recognised before an
agreement is reached.

Sir Peter Mills (Devon, West): I congratulate the
Minister on the negotiations. Will he stand firm on the
exports of butter to Russia, which are entirely wrong in my
view? Any advantages should accrue within the
Community, especially for pensioners, hospitals and the
Armed Services. Will my right hon. Friend bear in mind
that it is not wise to allow the importation of live animals
into this country, especially in the south-west where there
are enormous herds of beef and caitle? It would be
disastrous if foot and mouth disease were allowed to enter
the country.

Mr. Buchanan-Smith: The United Kingdom has made
clear its opposition to the exports of butter to Russia and
has voted against it in the management committee. We
shall continue to take this position. I am grateful to my
hon. Friend for his support. We recognise the danger to
our livestock of foot and mouth disease, and that is why
we have argued in the way that I have outlined. Until we
arrive  at satisfactory long-term arrangements, the
arrangements that we thrashed out in 1976 will continue.
I endorse everything that my hon. Friend has so rightly
said.

Mr. Geraint Howells (Cardigan): I welcome the action
that has been taken on the importation of live cattle. I am
sure that the Minister will agree that foot and mouth
disease and swine disease are extremely important issues,
Can he give an assurance to our livestock producers that
he is still in favour of the eradication system and does not
support the vaccinating that has been suggested by our
European counterparts? Will he advise the House where
the 60,000 tonnes of processing beef is coming from?
From which part of the world will it come? Finally, for
how long does he think we shall sell our butter surpluses
to the Russians?

Mr. Buchanan-Smith: I am grateful to the right hon.
Gentleman for what he said about foot and mouth disease.
We believe that our slaughter policy is the right one. It has
proved to be successful in the past. We believe that the
United Kingdom and two other countries in the
Community have the highest health standards and we hope
that others will come up to our standards.

One of the countries most involved in the importation
of beef into the United Kingdom is Australia. Half our beef
imports come under one system of levy and United
Kingdom processors take about 40 per cent. of what is
available under it. This is an advantage to Commonwealth
countries and of especial advantage to our processors.

As I have said, we have made it plain that we believe
it wrong to make a link between exports of butter to Russia
and the continuation of supplies from New Zealand. Such
exports are wrong in any event.

Mr. Thomas Torney (Bradford, South): I appreciate
the Minister's assurance about New Zealand butter, but is
he aware of the problems that New Zealand faces due to
the unloading of surplus EC stocks, to which Britain has
made no contribution, on the world market? Does he
recognise that the unloading of these surpluses has led to
New Zealand facing difficulties in selling its butter on the
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world market? Will he ensure that the Qon Market
cannot in future make it so difficult for I Zealand to
sell its butter on the world market and that there will be
no effect on the quota that the Common Market agrees to
supply to our country, bearing in mind that it is a
Commonwealth country?

Mr. Buchanan-Smith: Not for the first time, the hon.
Gentleman is wrong. Over recent years there has been
good co-operation between the Community and New
Zealand in respect of dairy products on the world market.
The Commission made it clear that New Zealand butter
should continue to have access to the Community to
maintain the good relationship that exists in other world
markets. There is support from the Commission and the
Council and I hope that the hon. Gentleman will welcome
i,

Mr. Tony Marlow (Northampton, North): Given the
strong revulsion felt by the European public about the
provision of subsidised butter to the Russians whereby
they can release other resources for building up their
massive armed-forces, is it possible that the handling of
this matter could be withdrawn from the competence of the
management committee and vested in the European
Council? If this is the case, will my hon. Friend seek to
move in that direction so that we can veto this nonsense
in future?

Mr. Buchanan-Smith: Under the provisions of the
treaty, these matters are subject to management committee
procedure. I do not see prospects of that being changed.
However, among others in the Community, Britain is not
alone in being concerned about these exports to Russia.
Other Governments share our concern and we shall
continue to work with them to try to achieve our
objectives.

Several Hon. Members rose

Mr. Speaker: I propose to call those who have been
rising in their places and seeking to catch my eye.

Mr. Robert Maclennan (Caithness and Sutherland):
I recognise the international multilateral obligations to
which the Minister has spoken that apply to the
importation of beef for processing and the needs of the
processing industry. Might it not have been better this
year, especially when our domestic meat producers are
under considerable pressure, to have sought to supply a
larger part of the processing industry’s needs from our own
resources?

Mr. Buchanan-Smith: No, because our processors
want meat that has a high lean content for the processed
meat that they are producing, which is not available from
within the Community. Imports are necessary in
recognition of the needs of our industry and the needs of
our consumers. If our processors are not supplied,
consumers are likely to be supplied from sources outside
the Community. Therefore, the continued access to this
meat is in the interests of British processors and British
consumers.

Mr. Dennis Skinner (Bolsover): Is the Minister aware
that these statements tend to follow a familiar boring
pattern? The Minister presents a statement that is an
anouncement of defeat and failure, near-defeat or a referral
to a committee and he tries to wrap it up as a partial
victory. Is it not a fact that we have reached a stage when
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COUNCIL OF AGRICULTURE MINISTERS: 1%-14 DECEMBER 1982

I attach a copy of the statement which Mr Buchanan-Smith hopes to make
in the House today. I would be grateful for immediate clearance.

I am copying this letter to Bernard Ingham; David Heyhoe (Leader

of the House's Office); Murdo Maclean (Whip's Office, Commons);
Michael Pownall (Whip's Office, Lords); David Wright (Cabinet Office);
Keith Long (Chancellor of the Duchy of Lancaster's Office) and to

Private Secretaries of the other Agriculture Ministers and members of
the OD(E).

DAVID HARBOURNE
Private Secretary
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DRAFT STATEMENT

With permission Mr Speaker, I wish to make a statement on the
meeting of the Agriculture Council on 13 and 14 December 1in Brussels,

at which I represented the United Kingdom.

The Council agreed to extend to the end of 1983 the arrangements for

controlling imports of live cattle and pigs into Great Britain to

protect our livestock against foot and mouth disease and swine

vesicular disease. The special arrangements which apply to imports

of live animals and meat into Northern Ireland have also been extended
for a further year. During next year, the Council will discuss the
introduction of Community rules for intra-Community trade in live
animals and fresh meat. We shall, of course, ensure that, when such
rules are adopted, the special status of Great Britain and Northern

Ireland is fully protected.

The Council also discussed new provisions which would bring up to
date the public health requirements for trade within the Community
and with third countries in fresh meat. No decision was reached
and the Council will consider this further at its'meetings early

next year.

Agreement was reached on the 1983 arrangements for the importation

of beef for processing. Next year's arrangements, including the
quantity of 60,000 tonnes at reduced rate of levy, are the same as
those for this year. These supplies are important to our processing
industry and this means that imports can take place from the beginning

of January.




As the House knows, the Council decided in October the arrangements
for imports of New Zealand butter in 1983. However the French

and Irish Governments indicated again that they are not prepared

to adopt the necessary implementing regulation until the Commission

have authorised exports to Russia. I made clear that there 1s no

possible justification for the objections of these two Delegations

which are an abuse of the Council procedures. There will be further

discussion at the Management Committee before Christmas.
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From the Principal Private Secretary 13 December,

The Prime Minister has seen and noted
the Chief Whip's private and confidential
minute of 9 December about the Early Day
Motion deploring the possible devaluation of
the Green Pound. She is grateful to the
Chief Whip for drawing this to her attention.

Murdo Maclean, Esq.,
Chief Whip's Office
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The Rt Hon Francis Pym INC IMP (s
Secretary of State for Foreign and pA-dc.
Commonwealth Affairs

Foreign and Commonwealth Office
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{ABCO—SOJ*‘” AGRICULTURAL AGREEMENT

I was Very_azg?hrbed to ee UKREP telegram 4744 of 9 Degember
reporting the latest state of play within the Commission on the
Franco=Soviet agricultu“al agreement. '
u-un\}_a_;_-_c i \,’: O AL A
It is evident from fthis that the French lobbying, which I referred to
in my letter of 29 INovember to you, is proving to be lncre351n31y
effective, and it seems to me there is now a very real danger that
the Commission will try to duck the issue for the reasons given in
paragraphs 2 and 3 of the telegram. I therefore strongly endorse
Sir Michael Butler's suggestion that you should raise this with
Thorn and Haferkamp in the margins of next week's Foreign Affairs
Council. In particular, I think you should stress to them that we
egard this issue as an important test of the Commission's
illingness to take a firm stand against persistent and flagrant
French transgressions of the Treaty.

I should also say that coincidentally the general question of long-
term export contracts will be on the agenda for next week's
Agriculture Council, and, whilst I appreciate the need to avoid
giving the impression of conducting a bilateral dispute with the
French, I think it would be wrong, in this context, if I were not to
make at least a passing reference to the Franco-Soviet agreement.

/I would, however, do this ...
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I would, however, do this in a way which was directed at the
Commission and which sought to elicit both a statement of where they
now stand and a view of the legality of the agreement. I will also
see whether I can get the Germans and the Dutch to weigh in as well,
If they can be persuaded to take the lead, so much the better: but,
even if they only speak in support of our reservations, that would
clearly be helpful.

I am copying this letter to the Prime lMinister, to the members of
OD(E) and to Sir Robert Armstrong.

PETER WALKER




Government Chief Whip

12 Downing Street, London SW1
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I have heard that there is shortly to be a small Ministerial meeting

to discuss the possibility of de-valuing the Green Pound.

You should know that Peter Walker has been very active among our

e et

back-benchers about this and has stirred up Peter Mills, who is likely

to put down an Early Day Motion in the near future deploring the

possibility of this de-valuation. I gather he already has eighty

signatures.
J

9th December 1982
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10 DOWNING STREET

From the Private Secretary 7 December 1982

l‘.‘\] !L-vﬁw" J .55 :

Comon Agricultural Policy: 1983/84 Price Fixing

The Prime Minister understands that the Commission are
likely to present their 1983 farm price proposals to
Agriculture Ministers later this month and that these can
be expected to call for at least a partial revaluation of
the green pound. She would therefore like to discuss with
the Minister for Agriculture, the Chancellor of the Exchequer,
the Foreign and Commonwealth Secretary, and the Secretaries
of State for Trade, Industry and Employment the policy we
should adopt on the green pound in the 1983 price-fixing
negotiations. We shall be in touch separately to arrange -
a time for the meeting.

I enclose, as a basis for the discussion, a factual
paper by the Cabinet Office listing the policy options.

I am copying this letter to the Private Secretaries
of the Ministers listed above.

o 2

Robert Lowson, Esq.,
Ministry of Agriculture, Fisheries and Focod.
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&« Pr=da  cc CAROLINE STEPHENS -
L 4 Y TO ARRANGE MEETING

10 DOWNING STREET 7~

From the Private Secretary 7 December 1982

Common Agricultural Policy: 1983/84 Price Fixing

The Prime Minister understands that the Commission are
likely to present their 1983 farm price proposals to
Agriculture Ministers later this month and that these can
be expected to call for at least a partial revaluation of
the green pound. She would therefore like to discuss with
the Minister for Agriculture, the Chancellor of the Exchequer,
the Foreign and Commonwealth Secretary, and the Secretaries
of State for Trade, Industry and Employment the policy we
should adopt on the green pound in the 1983 price-fixing
negotiations. We shall be in touch separately to arrange
a time for the meeting.

I enclose, as a basis for the discussion, a factual
paper by the Cabinet Office listing the policy options.

I am copying this letter to the Private Secretaries
of the Ministers listed above.

A 0. COLES

ol 1)

Robert Lowson, Esq.,
Ministry of Agriculture, Fisheries and Food.
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COMMON AGRICULTURAL POLICY (CAP) PRICES 1983/84 AND THE GREEN POUND

Note by the European Secretariat of the Cabinet Office

BACK GROUND

s The Commission have started serious work on their 1983 price
proposals and hope to present them to the Agriculture Council on

13 December. Current information is that they are thinking in terms
of a general norm of 5.5 per cent price increases = though only

4 per cent for cereals — with guarantee threshold adjustments of

242 per cent for milk and 1 per cent for cereals, making & net increase
of 3.2 per cent for milk and 3 per cent for cereals, and green rate

revaluations resulting in reductions in positive monetary compensatory

amounts (MCAs) of 2.8 percentage points for Germany, the Netherlands

and the UK. This would mean revaluations of approximately 3 per cent.
The price increases for milk and cereals would be set at the minimum
necessary to avoid a price reduction after taking account of the
guarantee threshold adjustments and green rate changes, and these

would be regarded as effective zero increases.

2.  After discussion between the Minister of Agriculture, Fisheries
and Food, the Chancellor of the Exchequer and the Foreign and
Commonwealth Secretary, UKREP were instructed to take the following
general line when lobbying the British Commissioners in preparation
for the relevant Commission meetings. We advocated an effective
standstill on institutional prices for the main surplus commodities =
cereals, sugar, milk and wine - and only the most modest increases,
not exceeding 5 per cent, for dher commodities, as well as effective
guarantee thresholds and a rate of growth in expenditure markedly
lower than the budgeted rate of growth in own resources.

3+ Ministers agreed that the United Kingdom's policy for the future
of the green pound needed further consideratione. Pending a decision,
UKREP were instructed to tell the Commission that the United Kingdom's
view was that individual member states should be free themselves to

decide whether any adjustment in their green rate was acceptables

1
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QUESTION FOR DECISION

4. Ministers need to decide what our approach should be on the
green pound, at least for the opening stages of the negotiations that
will begin when the Commission publish their proposals. The

remainder of the paper falls into three parts:=

(i) An analysis of the impact of green rate changese.

(ii) A reminder of what happened about the green pound in the
1982 negotiations.

(iii) An analysis of the four main options from which a choice
needs to be made. :
THE IMPACT OF GREEN RATE CHANGES

Se Two main factors determine the impact of CAP prices in this

country:

(i) the level of common prices agreed by Agriculture Ministers
in the annual price=fixing;

(ii) the green pound rate by which these common prices are
converted into national currencye.

There are also two further factors which are relevant to the

Government's approach to these issues:

ae developments in UK farm incomes;

be the competitiveness of UK food manufacturing and processing.

The green pound is currently undervalued by just over 6 per cent,

giving the UK a positive monetary compensatory amount (MCA) of

5¢1 per cent (for the week beginming 6 December), though until

recently the undervaluation was nearly 12 per cent and our MCA
10,7 per cent. The German and Netherlands positive MCAs are 8.4
and 5.4 per cent respectively. At last year's price fixing these
countiries accepted a Gentleman's Agreement under which they would
eliminate their positive MCAs over a period of two years; this

would require the MCAs to be reduced in 1983/84 by 3.6 and 3.7 per cent,

2
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as compared to the 2.8 per cent which the Commission appear to have
in mind. A revaluation of the green pound would reduce the
effective support price increases in the UK and so reduce the impact
of the prices settlement both on farming income and on food prices.

It has been calculated that each 1 per cent revaluation would be

equivalent to around 0.04 per cent off the Retail Prices Index (RPI),

and that it would reduce producers receipts in the UK in a full year
by about £60 millione. The revaluation currently envisaged by the
Commission would reduce the effect of the prices settlement on the

RPI by about Oe1 per cent and producers receipts by about £160 millione.

6« TFrance and Belgium have already secured green rate devaluations,
worth 2.8 per cent and 4.6 per cent respectively in terms of increased
support prices, which do not come into effect for most commodities
until next year. TFrance in addition has scope for a further green
franc devaluation bringing the total price effect up to 6.8 per cent.
On the basis of the present market value of the lira, Italy too could
obtain a price increase of 3.8 per cent through devaluing the green
lira. If the Commission's current thinking were carried through into
a price settlement, with all countries in a position to devalue their
green currencies doing so to the fullest possible extent, this would
damp down the RPI impact by 0.1 per cent but produce an average
price increase for the UK well below those in the majority of other
Member States. The following table illustrates the resulting pattern
of farm price increases in national terms and compares these with

the Commission's estimate of 1983 inflation rates:

CONFIDENTIAL
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(Assumed average increase in Commission's
common prices 5.5 per cent) Estimates of 1983
Approximate per cent Increase Inflation Rates
in National Currencies
Belgium 10. 4% 8¢5
Denmark 55 T«0
France 12.T* 9.0
Germany 245+ 3.6
Greece e %) ' 21,0
Ireland 5¢5 “ 130
Italy 9¢5 150
Netherlands 2.5+ ; 4e5
UK 2+5 649

*Including effect of green rate changes agreed in Octobpr 1982 but
not yet in effect for most commodities

+If the CGentleman's Agreement were fully implemented the increase for
Germany and the Netherlands would be 1.7 per cente.

THE 1982 NEGOTIATIONS

Te In the 1982 price negotiations, Ministers agreed that the UK

should resist revaluation of the green pound in the context of our
pressure for lower price increases than those proposed by the
Commission, but leave the possibility of some revaluation open for
further Ministerial consideration when the level of the likely final
settlement on prices was clearer. In the event the Presidency
package which formed the basis of the final settlement did not contain
a proposal for the revaluation of the green pound and Ministers

decided not to seek a revaluatione.

THE CURRENT OPTIONS

8e The following seem to be the main options at this stage:
a. to maintain the present line, at least until the position
becomes clearer;

b. to accept the Commission's apparent objective of a 2.8 per
cent revaluation;

4
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c. to decide now on a target level of effective price increase
in the UK, and agree if the common price increase
exceeds this level to reduce the effect in the UK by a
corresponding green rate revaluation. For instance, if
our objective were that support prices in the UK should
rise by no more than 5 per cent in sterling terms, then
if a T per cent increase were eventually agreed in common
prices, we would revalue the green pound by the amount
required to offset the additional 2 per cent;

de +to decide now that there should be no revaluatione.

9e Although holding the present line would be designed to preserve

the UK's domestic freedom of manoeuvre, it would not prove easy to
maintain a convincing case for low increases in common prices once
the Commission's formal proposals had been tabled unless we were
prepared to take up a position on the green pound. Since green
rates inevitably become bound up in the price=fixing negotiations as
the various participants seek to form compromise packages embracing
different aspects of the proposals, a failure to stake out a position
on the green pound would tend to weaken the UK's negotiating posture,
particularly when both we and the Commission are looking for zero
effective increases for surplus commodities and our differing interw
pretations of what constitutes a zero effective increase depends
upon whether or not allowance is made for green rate revaluations.
And since the Commission and other member states would be tempted to
fill the vacuum by assuming that we were saying obliquely that we
were opposed to any revaluation, there would be strong pressures to

make our position kmown.

10. Accepting the Commission's proposed revaluation would simplify

the price negotiations and limit the inflationary impact of the
eveniual package while at the same time reducing the benefit to UK
farm incomes. But it might be difficult to combine this position
with effective deployment of the argument that the Commission's

5¢5 per cent norm was too high and that there should be nil increases
on a number of major commodities, since this would imply nominal

price reductions for UK milk and cereal producers. Our action
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would therefore make it more likely that a price settlement could be
reached relatively quickly, and the Government might be criticized

for failing to put up a fight for British interests.

11« Deciding now on a target level of effective price increases

and achieving this if necessary by an appropriate revaluation in the
UK would be a developed version of the maintenance of the present
line as in option (2)s. It would also limit the inflationary effects
of the settlement as well as the benefit to farm incomes. It

would enable our negotiators to operate on a basis of confidence

about the way in which the price settlement would affect the

United Kingdom, and would ensure that neither farmers nor consumers

were unduly benefitted or penalised, whatever its outcome. We

could not, however, directly deploy in the negotiations a policy

line of this sort without undermining our objective of seeking the
lowest possible price increasess We should need in fact to be
arguing for no revaluation up to the point at which we were ready

to concede a level of price increase in excess of the agreed target.
Ministers would also be deciding now what a fair settlement would be
for farmers and consumers in the UK without knowing the details of
the eveniual package and its timing, or the other circumstances which

might be relevant at the time, including exchange rate relativitiese.

12, Deciding now that there will be no revaluation has the

advantage that it enables us to take a clear line on the need for

very low price increases. It maintains our stand of principle on

the determination of the green rate and gives us an additional
negotiating levers On the other hand, other member states will

argue that our farmers will be cushioned from the full impact of

low price increases by the existence of our positive MCA. Moreover,
if we do not in the end achieve our objective of very low price
increases and we had left ourselves with no room for manoeuvre on
revaluation, that option could have become politically more difficult =

though it is perhaps unlikely that any objections would be raised in

6
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Brussels to a UK request to revalue at the last stages in the

negotiations, if Ministers so decided.

13, Not all these options are necessarily mutually exclusive.

In order to reinforce the credibility of our case for zero or very
low price increases, there seem to be clear advantages in resisting
any revaluation of the green pound during the opening phase of the
negotiations. Provided that we do not close the door entirely,
Ministers would be able, vhen the settlement began to take shape,

to choose between confirming their stance or accepting some
revaluation to achieve an average price increase which Ministers
Jjudged to be acceptable for the UK, The shape of the eventual
package is unlikely to become clear until after the German Elections
in March. Postponing a decision on the above choice until then

would enable Ministers to take into account the likely final

settlement (including the price increases for other member states)

and the value of sterling at the time.

CONCLUSION
14. Ministers are therefore invited to decide on the approach which
should be taken on the green pound when the negotiations on the

price fixing open in Brussels.
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MR COLES

COMMON AGRICULTURAL POLICY: 1983/84 PRICE FIXING

1 I understand that the Prime Minister had it in mind to arrange a
meeting to discuss policy on the green pound for the 1983 price fixing.
We thought it might be helpful, as a matter of procedure, for the
Buropean Secretariat to prepare a factual paper listing policy options
to provide the basis for the discussion. This procedural suggestion
has been welcomed by both the Chancellor and the Minister of Agriculture.

2o Our paper is attached, together with a draft Private Secretary

letter calling the meeting. Clearly, the Chancellor, the Foreign Secretary
and Mr Walker should be present. The Prime Minister might wish other
Ministers to attend as wells The Secretaries of State for Trade,

Industry and Employment seem to us to have an interest. i

GUY STAPLETON VL(/;
3 December 1982 {v/(

Cabinet Office
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DRAFT PRIVATE SECRETARY Lerrer (s Mrfer® o

COMMON AGRICULTURAL POLICY: 1983/84 PRICE FIXING

The Prime Minister understands that the Commission are likely to
present their 1983 farm price proposals to Agriculture Ministers
later this month and that these can be expected.to call- for at
least a partial revaluation of the greenltbound. She would

N TR0 .

therefore like to discuss wit on—{— 4 the

/.—---_ - - - -
policy we should adopt on the green/pound in the 1983 price=fixing

negotiations. We dell da o SlnaA A-UAJd?_) K awny ~ | /9
b B wadTy.

I enclose, as a basis for the discussion, a factual paper by the

Cabinet Office listing thé policy options.
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MINISTER OF AGRICULTURE, FISHERIES AND FOOD

Agricultural Exports to the USSR

Thank you for your letter of 29 November.

2. You asked what is being done at the highest levels

to put pressure on the Commission over the Franco-Soviet

Agreement. Sir Michael Butler did not manage to spearR

P ———————— o
to Thorn before this week's Commission meeting, but he

spoke to Durieux, his Chef de Cabinet, on 29 November

and 1 December to represent to him very strongly the need
for Commission action if the matter were not to be raised
in COREPER. Durieux was emphatic in saying, and wanted
Sir Michael Butler to register, that the Commission would
do its duty. We have naturally also kept in close touch
with the British Commissioners and the Cabinets of
several other Commissioners. At its meeting yesterday
the Commission decided that the Agreement did contravene
the Treaty in several respects, notably Article 113.

They postponed a decision on action until next week in
order to receive further advice on whether it also
violated the Common Agricultural Policy. Thorn's Cabinet
again assured us after the meeting that the Commission

would launch infraction proceedings.

3 Events are thus going our way, if not quite as quickly
as we should wish. I am sure it remains right for us to
put pressure on the Commission privately in order to make
sure that they do launch infraction proceedings, but to

avoid doing so if possible in a way which makes it look

/as
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as though they are responding to our pressure and which

turns the issue into an Anglo-French one.

4. Turning to butter, I hold to my view that it would
be preferable not to raise the gquestion of butter sales.

to the Soviet Union in COREPER. We have made our views

clear publicly and privately at many levels, - including

directly to Thorn. I see no advantage in raising the
political temperature by public discussion in the Community
from which we shall get no satisfaction. It is in my view
enough to make our objections clear by voting against

their proposal in the Management Committee, supplemented

by such political statements in the House and in press
briefing as we wish. 1If the Germans press for a discussion
in COREPER, the situation would of course be a different
one; then I agree that, despite the above arguments,

we should support them vigorously.

53 I am copying this letter to the Prime Minister, to
members of OD(E), and to Sir Robert Armstrong.

(FRANCIS PYM)

Foreign and Commonwealth Office

3 December 1982
CONFIDENTIAL
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10 DOWNING STREET

From the Private Secretary 3 December 1982

de Ry,

EUROPEAN COUNCIL: BUDGET RESTRICTIONS AGAINST THE USSR

The questions raised in the minute of 1 December by
the Foreign and Commonwealth Secretary and 2 December by
the Secretary of State for Trade were discussed with the
Prime Minister on the way to Copenhagen this morning.

The Prime Minister takes the view that to allow the
present quota restrictions to lapse would be to convey
the wrong political signal with regard to events in
Poland at the present time, She therefore agrees with
Mr. Pym that the restrictions should be maintained in
being at least until such time as a full assessment can be
made of whatever measures of relaxation the Polish authori-

ties adoptand the reaction of the Polish people to those
measures.

I am copying this letter to John Rhodes (Department
of Trade).

LR
2A.. %

Roger Bone, EsQ.s
Foreign and qumonwealth Office.

CONFIDENTIAL




Etﬁz:ﬁfmmu COMi"DEE

DESKEY 0212302

FRAME EXTERNAL

FRAME AGRICULTURE

FM UKREP BRUSSELS 0210557 DEC 82

TO IMMEDIATE FCO

TELEGRAM NUMBER 4626 OF 2 DECEMBER

INFO PRIORITY PARIS BONN WASHINGTON MOSCOW

[NFO SAVING BRUSSELS COPENHAGEN THE HAGUE ROME DUBLIN ATHENS

LUXEMBOURG., Fvﬁﬁg:”"\
FRANCO-SOV |ET AGRICULTURAL TRADE AGREEMENT.

1. THE COMMISSION ONCE AGAIN POSTPONED A DECISION ON WHETHER TO
START INFRINGEMENTS PROCEEDINGS AGAINST FRANCE. WE HAVE BEEN TOLD,
HOWEVER, (BY MEADOWS) THAT THE FINAL DECISION IS_NOT [N DOUBT, AND .
WiLL BE TAKEN NEXT WEEK. THE COMMISSION SERVICES HAVE ALREADY CON-
CLUDED THAT THIS AGREEMENT IS IN BREACH OF CERTAIN ARTICLES OF THE
TREATY (EG. ARTICLE 113) BUT THE COMMISSION WISH TO ESTABLISH ITS
COMPATABILITY OR OTHERWISE WITH THE C A P AND ALL THE INFORMATION
REQUESTED FROM DGVI ON THIS POINT 1S NOT YET AVAILABLE,

2. MEADOWS ALSO SAID THAT LAST FRIDAY TwWO MEMBERS OF THORN'S CABINET
MET FRENCH OFFICALS IN PARIS AND MADE IT CLEAR THAT THE COMM|SSION
WOULD BE TAKING A HARD LINE, |IT WAS APPARENTLY EXPLAINED TO THE
FRENCH THAT THE COMM|SSION WERE NOT PREPARED TO NEGOTIATE PRIVATELY
ON ALL THIS, BUT WOULD BE TAKING ACTION PUBLICLY.

3. ALL THIS CONFIRMS WHAT DURIEUX TOLD ME AT LUNCH YESTERDAY, HE
SAID THAT THE AGREEMENT WAS POTENTIALLY INCOMPATIBLE ON FIVE SEPARATE
COUNTS: THE COMMISSION HAD ALREADY DECIDED AGAINST FRANCE ON THREE
OF THESE AND WAS ONLY WAITING TO DECIDE THE REMAINING TwO. FOR THIS
REASON HE EXPECTED THE DECISION ON THE AGREEMENT AS A WHOLE TO BE
POSTPONED FOR A FURTHER WEEK. ANOTHER REASOR FOR THIS POSTPONEMENT
WAS THAT IT GAVE THORN TIME TO COUNTER THE UNFORTUNATE IMPRESS|ON
GIVEN TO CHEYSSON BY ONE COMMISSIONER THAT ALL THIS COULD BE SETTLED
WITHOUT A PUBLIC FUSS. THE FINAL DECISION WOULD BE TAKEN WITHOUT
FAIL NEXT WEEK.

FCO PASS SAVING TO COPENHAGEN THE HAGUE ROME DUBLIN LUXEMBOURG
AND ATHENS

FCO ADVANCE TO:-

FCO - WITNEY CROWE MS EVANS

N0 10 - EQEE§

MAFF = PS/MIN PS/MOS(C) GRIFFITHS

BUTLER ADVANCED AS REQUESTED (REPEATED AS REQUESTED)
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DEPARTMENT OF TRADE 1VICTORIA STREET LONDON SW1H OET Telephone 01-215 7877

Fromthe Secretary of State

The Rt Hon Francis Pym MC MP
Secretary of State for
Foreign and Commonwealth Affairs
Foreign and Commonwealth Offlce
Downing Street
London
SW1A 2AL 2  December 1982

= —

r)-_f B gsc.u } = U‘

EUROPEAN COUNCIL: IMPORT RESTRICTIONS AGAINST THE USSR

1 Thank you for your minute of 1 December.

2 There are clear commercial disadvantages to continuing
these quota restrictions. They have had little effect on
actual volumes of trade in the goods covered because
importers had sufficient advance warning to enable them to
undertake contractual commitments before quotas were
applied. They have however caused difficulties for some
British firms legitimately engaged in trading in the items
covered, and if they are continued they will cause even

greater difficulties for more firms next year.

3 They are an irritant in our bilateral commercial
relations with the USSR and if we are seen to take the lead
in pressing for their extension it is likely that this will
act to the disadvantage of o;her British firms seeking to
export to the USSR.

4 The principal measures taken by the United States
against the USSR as their response to repression in Poland
lrave been lifted. Against this background, we would need

very clear and compelling reasons for continuing our own
restrictions for a further year.




From the Secretaryof State

5 I accept that it may well not be possible to arrive at
a full assessment of the expected Polish relaxations before
the end of this year or to define the Western response right
across the board. But it would be most unsatisfactory to
continue the quotas in the expectation that we might decide
to 1ift them after a month or so. Such a course of action
would cause the maximum confusion among British traders and
would 1lay wus open to criticism. Unless .therefore a
preliminary assessment of the expected Polish measures shows
that there is such a strong case as to make the Community as
a whole virtually certain to want this 1limited range of
quotas against non-sensitive USSR exports for a further

year, we should let the quotas lapse.

6 I do not think we need take any initiatives on this
matter at the European Council. We could say that we are
content to follow the majority, but that we need to be ready
to react quickly after 13 December and to give British
traders a clear indication of our intentions by 1 January.
But I nevertheless hope we can get away from a situation in
which minor trade measures are maintained without any

significant overall economic effect or Justification.

7 I am copying this to the Prime Minister, other members
of OD, Peter Walker and to Sir Robert Armstrong.

LORD COCKFIELD
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Ref. A082/0344

PRIME MINISTER

Cabinet: Community Affairs

The Secretary of State for Trade will wish to report on the

GATT Ministerial meeting in Geneva on 24/29 November at which the
e ——

United Kingdom was represented by the Minister for Trade. Although

it has received a rather negative press, there was much in the out-

come with which we can be content. The meeting adopted a wide-
ranging document which included decisions and conclusions covering
most of the main issues: there was a realistic political commitment
to the open-trading system; our ability to take safeguard action

has been preserved; there are to be the studies we wanted on trade
in services and on integrating the newly industrialised countries
more fully into the GATT system; and an improved procedure for the
settlement of disputes. On two points the Community had to enter
reserves. While the EC agreed to a study of the whole question of
agricultural trade issues, it was not willing to commit itself prior
to the study to the negotiation of additional liberalisation in this
field. The other EC reserve was on the roll-back of protective
measures in order to protect our defensive measures against Japan

and other East Asian suppliers.

2., The Minister of Agriculture, Fisheries and Food will wish to

report on the Fisheries Council on 29 November. There were no

further negotiations. Nine member states reaffirmed their agreement
to the Common Fisheries Policy agreed on 8 November but Denmark
asked for more time. At the United Kingdom's instigation the
Commission will convene a high-level working group of officials on

6 December to prepare the national measures that will be required

if Danish agreement is not obtained before 31 December. The
Fisheries Council is due to meet again on 21 December.

3. The Minister of Agriculture may also refer to the two subjects

of his recent correspondence with you and the Foreign and
Commonwealth Secretary. He minuted you on 19 November and wrote to

Mr Pym on 29 November about the agreement the French have made with

CONFDENTIAL




the Soviet Union for exports of subsidised agricultural products
to tfe USSR. Mr Walker wants the maximum pressure exerted on the

Commission, to ensure both that they open infraction proceedings
_-__---

against the French and that the French do not gain the benefit of
export refunds. The Minister of Agriculture's letter to the
Foreign and Commonwealth Secretary of 29 November also registered
his view that, while we cannot ultimately prevent it, we should
continue to object to the sale of Community butter to the Soviet
Union. You discussed both these issues with the Foreign and

Commonwealth Secretary on 26 November.

4. The Environment Council will meet on 3 December, and you and
a number of your colleagues will be attending the European Council

meeting in Copenhagen on 3/4 December.

A "rl e -‘lrl‘ \4--[
ROBERT ARMSTRONG
s Sl

« L

1 December 1982




Ministry of Agriculture, Fisheries and Food
Whitehall Place London SW1A 2HH

From the Minister's
Private Office ’\/‘67

John Coles
10 Downin ;
London SW1 1 December 1982

you asked for a
LactTs our involvement, if any,
subsidised grain to the Soviet Union.
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note for

sending a copy of this letter to Roger

ﬁo;; (FCO).
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EXPORTS OF GRAIN TO THE USSR

y I UK grain exports during the crop year 1981/82 to all destina-

tions (including other Community countries) comprised 1.7 million

———— "-__E
tonnes of wheat and 2.6 million tonnes of barley*. Of this
75,000 tonnes of wheat and 83,000 tonnes of barley (33% of the

total) were recorded as going to the USSR.

2 The UK's exportable surplus of grain in.the 1982/83 crop year
———————

is estimated at 2.4 million tonnes of wheat and 3.9 million tonnes
= —

of barley. Detailed export statistics are only available for the

first two months (August and September) of the crop year. Of the
742,000 tonnes exported in those two months, none is recorded as

having gone to the USSR.

D Some UK grain exports are first shipped to Continental ports
where they are transferred to larger vessels for shipment to final
destination, often after mixing with grain of other origins. We
have no means of establishing the final destination of these

shipments.

4. We are not aware that any traders have so far contracted to
sell UK grain to the USSR this season. During the two months for
which figures are available, the main destinations of UK grain
exports outside the Community have been North Africa and the Middle
East. However, we cannot exclude the possibility that some UK
grain will go to the USSR. Total world trade in grain is about
200 million tonnes. In 1981/82 the USSR's imports were about

* These figures in fact relate only to 11 months. Export figures
for the first month of the crop year (August) are not available
due to last year's Civil Service strike.




45 million tonnes of over 20% of world trade. This season they
are expected to be lower (perhaps some 36 million tonnes) but
still very large. The Russians import from the four main

traditional grain exporting countries (the US, Canada, Argentina

and Australia) and they have long-term agreements with the first

three of these countries. (The US are very anxious to conclude

a new long-term agreement with the Russians for larger quantities,
and meanwhile sell as much as possible to them over and above the
minimum level which the current agreement prescribes.) In 1982/83
the EC is likely to be the third largest grain exporter (after the
US and Canada) with total exports of about 20 million tonnes or
some 10% of world trade. Given the Community's geographical
proximity to the USSR, it would be surprising if some of these
exports did not go there. Indeed, it is reported that some

2% million tonnes of French wheat has already been sold to the USSR.

De Exports of grain from the UK and from other EC countries are

[ - —

made by private traders. They are enabled to take place through

n

export refunds, which bridge the gap between Community market

prices and prices on the world market (ie the selling prices of

the main exporting countries). As in the case of other CAP
commodities, the size of the export refunds and the destinations

for which they are available are determined by the Commission,

on the advice of the relevant Management Committee which gives

its opinion on Commission proposals by majority voting. No national

restrictions on trade are permitted. Most export refunds on cereals

are fixed through a series of tenders, held weekly. Traders bid
for the amount of refund they will accept for the export of
quantities nominated by them, and the Commission, after consulting

the Cereals Management Committee, decides up to what level of




refund bids should be accepted. A successful trader receives an
export licence for the refund and quantity for which he bid. Once

issued, certificates may be used for an export from any EC country.

. When President Carter placed a partial embargo on US sales to
Russia in January 1980 (in the case of grain this meant not selling
quantities additional to those provided for in the US/USSR long-
term agreement), the EC decided that Communiﬁy supplies should be
controlled so that they should not replace Ué supplies on the USSR

market. For grain, this was done by setting a sebarate tender for

export refunds to;the USSR and limiting the quantity for which

licences under it were granted. When President Reagan lifted the
embargo in April 1981, the Community's restrictions on exports
(other than of butter, butteroil and certain other milk products)

to the USSR were removed and the USSR was reinstated in the list
;__:::

of destinations for which export refunds issued under the normal
e —

tender are available. This remains the position.
— s |

—

Ministry of Agriculture, Fisheries
and Food
1 December 1982
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SECRETARY OF STATE FOR TRADE

European Council: Import Restrictions against the Soviet Union

1. The Commission have now announced that M. Thorn will
raise at the European Council the question whether or not

the Community should repew the import restrictions it imposed

" on the Soviet Union earlier this year in response to events in
Poland. These will expire automatically on 31 December and a

new Council decision would be necessary to renew them.,

2. We now have good reason for believing that the Polish

——— " x
Government will 1lift martial law on 13 December., We shall

have to decide with our partners how to respond to this new
situation, This is likely to take some time, for a number of
reasons. We shall not know immediately the full content of
any measures which will accompany the lifting of martial law.
The reaction of the Polish people will not manifest itself

for a while. And the joint assessment we make with our

partners will also take a little time. The amount of time

necessary for all this will simply not be available between

13 December and the end of the year, let alone 13 December and
the Christmas holiday. Yet any modification of the measures
against Poland and the Soviet Union must clearly be part of

an overall and considered response to the new situation in
Poland.

3. The only measure which raises a problem in this regard
is the import restrictions against the Soviet Union. It

would be wrong to allow these to lapse by omission before

/we had
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we had made up our minds what our response to the 1lifting
of martial law should be. I therefore propose that at

the European Council and in subsequent discussion we should
take the line that the Community should be ready to renew

the import restrictions for a further period of a year,

with provision for review and suspension at any time 31

the Community decides that this is warranted. This would
enable us to 1lift the restrictions as soon .as we ‘liked in
the New Year if that were the conclusion we came to.

4. 1In view of the shortage of time I am attaching a draft
brief for the European Council covering this ground which

also sets out the background.

5. I am sending copies of this letter to the Prime Minister,

other members of OD, Peter Walker and Sir Robert Armstrong.

(FRANCIS PYM)

Foreign and Commonwealth Office
1 December 1982
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IMPORT RESTRICTIONS AGAINST THE USSR

Brief by the Foreign and Commonwealth Office

OBJECTIVE
1 To encourage partners to be ready to renew the

restrictions.

POINTS TO MAKE

= Now seems likely that martial law will be lifted on

13 December. Ten/Ccumunity will have to decide how to respond-
to new situation. Important that any steps.(i.e. new measures,
changes in existing ones) we take should be taken as part of our
considered response. Our existing measures must therefore be
maintained until assessment has been made.

Sia Problem arises in relation to import restrictions against
Soviet Union which expire on 31 December unless renewed.
Restrictions must not be allowed to lapse by omission before
assessment made.

4. Situation in Poland and Polish people’s response to

lifting of martial law may not be clear enough for us to make

/up our minds




up our minds sensibly before Christmas. Hope we could
decide now that in that event we should by the end of this
year . renew restrictions for a further year, with provision
for review and suspension at any time if Community decides

this is warranted.

BACKGROUND

References: None

5. In March the Community imposed restrictions on imports
of a range of manufactured and luxury goods from the Soviet
Union (including caviar, tinned salmon, refrigerators and
alarm clocks). The restrictions expire on 31 December,
Renewal will require a new Council decision. .The Commission

have said that Thorn will raise this at the European Council,

presumably to seek a steer on whether or not to propose renewal.

6. In a brief discussion at the Foreign Affairs Council
on 22 November the Secretary of State took the line that it was-.
premature to decide a*.that stage whether to renew the existing,
restrictions. The move had been largely symbolic and we
needed to reflect very carefully what signals we wished to give
the Russians. This received French and German support (though
there is evidence that the Germans wish to see the restrictions
lifted) and no dissent.

4% The question will be discussed at the next Foreign
Affairs Council (13-14 December) which coincides with the day
on which martial law is expected to be lifted. It will take
some time for us, together with our EC and NATO partners, to

decide how to respond to the 1lifting of martial law and the

/possible




possible introductions by the Polish Government of measures to

take its place. We will therefore not be in a position to

decide whether to maintain or 1lift the present restrictions
until well into the New Year. It is important that they should
not be allowed to lapse by omission before we have had a chance to

make our assessment.

FOREIGN AND COMMONWEALTH OFFICE

1 DECEMBER 1982
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MINISTRY OF AGRICULTURE. FISHERIES AND FOOD
WHITEHALL PLACE, LONDON SWI1A 2HH

Prhvive Tkna

Hon Francis

and Commonwea
Foreig
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sorry to hear that you no longer feel that we should show
seriousness of our opposition to the export of butter to
USSR by insisting on a discussion in COREPER bef ]
es take place. As we previously recognisec this would provide
uovﬂfil forun where our foreign i icy objections ¢t he sale
be placed on record, aﬂﬁ;ﬁf_.:‘ﬁ Managenent Committee is
nission body, and mor not one ch is properly able
ke account of political statement: Lc“‘*q1;n1¢;, I do not
elf think it be persuasive in domestic political terms
1. our response on this issue were 1li >d to an adverse vote in
the Management ttee -hough it is of course for you to
decide in the *hﬁﬁh analysis how to pursue what is essentially
E 1gn policy issue.
thig does of course have a direct link with my minute of
Novgmber to the Prime Minister about the Franco-Soviet Agreement.
glad to see from your minute of 22 Novesiber that you share
views as to the seriousness of this ia;*TOOﬂ?nt, and,
Ln Cabinet on Thursday, I hope we car tinue to exert tn‘
maximum pressure on the Commissi I see that th: riginal
imetable for their c ideratior "~ infraction .
already slipped by a week, and the French Commis qlu““fs wi
douotloso do all they can to delay this still further, whilst
pushing the butter tender for all it is worth. In the final
analysis, we may not be able to prevent the butter tender, but,
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{‘J "F PETER

(Approved by the Minister
and signed in his absence)
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10 DOWNING STREET

From the Private Secretary 26 November 1982

RELATIONS WITH FRANCE

There was some discussion of this question when the Foreign
and Commonwealth Secretary was here today for a general talk with
the Prime Minister about foreign policy issues.

With regard to the recent reports of a French agreement with
the Soviet Union about exports of subsidised agricultural products
(the Minister of Agriculture's minute of 19 November and the Foreign
Secretary's minute of 22 November refer), it was agreed that the
right tactic was to let the Commission take the lead in dealing
with the French. We should of course take any necessary action
to make sure that the Commission did intervene effectively.

The Foreign and Commonwealth Secretary said that he thought
it would be a mistake to indulge in continuous criticism of the
French on too many fronts. The Prime Minister was inclined to
agree with this. We should be more selective and on occasion it
would be more effective to adopt French tactics, e.g. by quietly
impeding their export of a particular product to this country
rather than publicly criticising some aspect of their trade policy.
For the moment, the important thing was to retain French support
on the question of fisheries.

The Prime Minister stated that, while our relations with France
were often difficult to handle, we must remember that Mitterrand
stood by us on the Falklands affair and that he was sound on nuclear
policy. Both these points were important.

I am copying this letter to Robert Lowson (MAFF).

Brian Fall, Esq., -
Foreign and Commonwealth Office.
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10 DOWNING STREET

From the Private Secretary 26 Nov‘émber 1982

Sales of Butter to the USSR

The Prime Minister has seen the minute
of 25 November by the Foreign and Commonwealth
Secretary on this subject.

Mrs Thatcher noted the statement that we
were acquiescing in and might even participate
in sales of subsidised grain to the Soviet Union.
She has enquired what grain we are selling to
the Soviet Union and why we are doing so. I
should be most grateful if you could let me have
the facts.

I am copying this letter to Roger Bone (FCO).

Robert Lowson, Esq., y
Ministry of Agriculture, Fisheries & Food.
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MINISTER FOR AGRICULTURE, FISHERIES AND FOOD

Sales of Butter to the USSR

1. Thank you for your letter of 24/November about the proposed

sale of Community butter to the Soviet Union.

2. I am in entire agreement with you about our policy, namely that we
must continue to object to such sales, as we always have. Our

position is now well established and well known and we must maintain it
by voting against the Commission proposal if and when it comes

to the Management Committee.

3. At the same time we need to recognise that the situation has
changed since April 1981 when we insisted that any resumption of
subsidised butter sales to the Soviet Uniqz should be discussed

i CﬁEEPER isi y Tt W i
in before a decision was taken e will get no support
within the Community apart from the Germans. We have failed to

enlist any help from the Americans to lobby against these sales on
s

general East-West policy grounds. We are ourselves acquiescing

and may even participate iz sales of subsidised _grain to the

ie nion. There is therefore no prospect that we should be able

to prevent the sale of butter, whatever discussion we insisted

on in COREPER or elsewhere. In these circumstances to raise the
Soviet butter issue in COREPER and to be rebuffed, as we should be,
would in my view be a more damaging signal to the Soviet Union

than a simple decision by the Management Committee which we opposed.
4. Against this background I hope you can agree to instruct the

UK representative in the Management Committee on 25 November, in voting

/against

CONFIDENTIAL




against the Commission's proposal, to make a strong statement
of disagreement with it on the grounds in the last sentence of
your letter, but to stop there. Of course, if the Germans

wish to have the issue discussed in COREPER, we must support

them; and I will instruct Sir Michael Butler accordingly.

5. I am sending copies of this letter to the Prime Minister,

members .of OD(E) and Sir Robert Armstrong.

Foreign and Commonwealth Office
25 November 1982







Ref. A082/0268

PRIME MINISTER

Cabinet: Community Affairs

You may like to inform Cabinet of the Community aspects of your
talks with the Danish Prime Minister on 22 November, when you
impressed upon him that no further concessions on fish could be
expected from the United Kingdom and that unless a settlement was
reached beforehand, this was bound to be a major item at the

European Council on 3-4 December.

2. The Foreign and Commonwealth Secretary and the Secretary of

State for Trade will wish to report on the Foreign Affairs Council
on 22-23 November which reached agreement on a number of useful
matters, including a negotiating mandate for the Commission's
negotiations with third countries on voluntary restraint agreements
for steel, and on the Community's position for the GATT Ministerial
meeting. There were two other items of major interest to the United
Kingdom. First, the Council discussed the Commission's paper on the
United Kingdom budget solution for 1983 and later. Although it
proved impossible in the face of French opposition to get agreement
that the Council should aim to reach a decision by the March
European Council, Permanent Representatives were instructed to con-
sider the Commission's paper and to report back to the Foreign
Affairs Council in January. Second, the Minister for Trade called
for Commission proposals at the December Council for action on
Spain's implementation of the 1970 Agreement and on the imbalance
in tariffs. The Commission agreed to produce a paper on the former

and to study the latter.

3. The Secretary of State for Industry will not be present, but
you will know that Industry Ministers had a constructive informal
meeting on 18 November to review the crisis facing the steel industry
and the measures available to alleviate it. Mr Jenkin emphasised the
very substantial efforts the United Kingdom had already made and the
need for others to be seen to be obeying the price disciplines, the

quota regime and the aids decision.

CONFIDENTIAL




4. Although it will not require a report to Cabinet, the Budget
Council on 22 November agreed by qualified majority a Presidency com-
promise on the margin to be allowed the European Parliament as a
result of the 1982 Amending Budget which gives effect to the United
Kingdom refunds. The risk that the Parliament will prevent the
payment of the refunds as a charge to the 1982 budget has thus been
reduced. The Presidency will now have further discussions with the
Parliament's Budget Committee, but a further Budget Council in

December may be necessary before the matter is settled.

S. The GATT Ministerial meeting opens in Geneva ioday (24 November).

Tomorrow President Thorn will hold a major Press conference in London
to launch the Commission's dossier on 10 years of United Kingdom
membership of the Community; at the appropriate time you and other
Ministers will also be commenting on the anniversary, and the United
Kingdom will be producing some published material. A special
Fisheries Council is being held on 29 November in a final attempt to
persuade Denmark to accept the Common Fisheries Policy before the

European Council.

ROBERT ARMSTRONG

24 November 1982

CONFIDENTIAL







MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDON SWIA 2HH

From the Minister L%
CONFIDENT IAL A {-C

The Rt Hon Francis Pym MC MP
Secretary of State for Foreign
and Commonwealth Affairs
Foreign and Commonwealth Office
Downlng Street
London SW1A 2AL . 24+ November 1982

%‘ﬁﬁ/\ MV"‘@% (&""—LII
SALES OF BUTTER TC THE USSR

We expect that the Dairy Management Committee may be asked at

its meeting on 25 November to vote on Commission Uronosals

which would, if adonteu, open the way for the sale of Communlty

butter to thD USSR from intervention and priyate aided stocks

Such sales are, or course, being sought by France and are
acceptable to other Member States except Gé?ﬁﬁﬁ?. There thus

is no real prospect of blocking the regulations in the Management

Committee. However, when"0Other controls on agricultural exports

were lifted in April 1981, we said that the question of resumption
of subsidised butter sales should be discussed in COREPER before

any decision was taken. Germany supported us and may do so again.
I believe we must be consistent and clear in our approach and
that we should seek to raise the issue in COREPER before the
regulation is adopted. =S

—

I am therefore instructing the UK representative in the Management
Committee on 25 November to seek todelay a vote until COREPER

has had a discussion. If the vote takes place, he will vote
against but the COREPER discussion will still be relevant to

the implementation of the regulations even if we cannot delay
heir adoption.

I recognise that in forcing the matter to COREPER, probably at

1ts meeting on 2 December, we may prejudice the meptlon of the
New Zealand butter re ulatlon which we expect to be at the
Environmental Coun01l on % Dece:oer. This regulation has been
agreed in the Agriculture Council without any linkage but adoption
has been delayed by the Presidency in deference to the French who
want measures for exports adopted first. We do not accept such
linkage. The risk that the French press it is one which I believe
we have to take.

/I trust you will ...

®




Sir Michael Butler
COREPER once it is
e 1s taking the
r main argument COREPER Would be
that facilita fu; exports of butter to the USSR is the wrong
signal to 1 e in the E._ f the Soviet Union's policies
f ] I ; i on record our

copies of this letter to the Prime Ministe
Sir Robert Armstrong. '

WRS

PETER WALKER

A

(Approved by the Minister
and signed in his absence)




10 DOWNING STREET

From the Private Secretary 24 November

FRANCO-SOVIET AGREEMENT ON THE
SALE OF AGRICULTURAL PRODUCTS

The Prime Minister has noted the contents
of Mr. Pym's minute of 22 November.

Roger Bone, Esq.,
Foreign and Commonwealth Office.
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Treasury Chambers, Parliament Street, SWIP 3AG
01-233 3000

23 November 1982

A J Coles Esq.
10 Downing Street
LONDON

6
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CAP PRICE FIXING AND THE GREEN POUND

You might like to see the attached two letters,
which are relevant to the proposal, on which the
Prime Minister and the Chancellor agreed on 18
November, for an early meeting of a small
Ministerial group at No.l0 to consider policy on the
green pound.

\jw LW
JOKEER ’

Principal Private Secretary




-[l"t‘.‘l‘-;lll'_\' Chambers. Parliament Street. SWIP 3AG

23 November 1982

B J P Fall Esq.
Principal Private Secretary
Foreign and Commonwealth Office

hugn‘wm,

COMMON AGRICULTURAL POLICY: 1983/84 PRICE FIXING

The Chancellor has seen the note enclosed with Robert Lowson's letter of
22 November to you, and is content that it should be used as the basis for
briefing of the Cabinets in Brussels today on the UK approach to the new
CAP price fixing.

The Chancellor has noted, and warmly welcomes, the proposal for an early
Ministerial discussion on policy in relation to the green pound.

Copies of this letter go to Robert Lowson (MAFF) and David Hancock (Cabinet
Office).

ww;

u_l(b..l
J O KERR
Principal Private Secretary

.
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10 DOWNING STREET

From the Private Secretary 23 November 1982

RELATIONS WITH FRANCE

The Prime Minister has seen the minute of 19 November by
the Minister of Agriculture about the arrangements the French
have made with the Soviet Union for exports of subsidised
agricultural products. I shall be showing the Prime Minister
tonight the minute of 22 November on this subject by the Foreign
and Commonwealth Secretary.

Mrs. Thatcher commented on Mr. Walker's minute to the effect
that we ought to discuss the general French position with regard
to Community affairs. France was not behaving like a partner but
was pursuing her own policy independently of the Community and,
to some extent, with Anglo/German money.

The Foreign and Commonwealth Secretary may like to have a
preliminary discussion of this problem with the Prime Minister
when he calls on her on Friday, 26 November. We can then consider
how best to take this forward.

I am copying this letter to Robert Lowson (MAFF) and
Richard Hatfield (Cabinet Office).

Brian Fall, Esgqg.,
Foreign and Commonwealth Office

CONFIDENTIAL
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Ministry of Agriculture, Fisheries and Food
Whitehall Place London SW1A 2HH

From the Minister’s Private Office

B J P Fall Esq

Private Secretary to the

Secretary of State

Foreign and Commonwealth Office z
Downing Street i e
London SW1 22 November 1982

Nl

COMMON AGRICULTURAL POLICY: 198%/84 PRICE FIXING

As you will probably be aware, the Commission will soon begin
considering their approach to next year's CAP price fixing. I
enclose some material which, if the Chancellor of the Exchequer
agrees, my Minister would be grateful if you could transmit
immediately to UKREP in Brussels with the request that they pass
it to the Cabinets of the British Commissioners.

| My Minister understands that a meeting will be arranged shortly
to discuss the issue of our policy in relation to the green pound
on the basis of a paper to be prepared by the Cabinet Office.

I am sending copies of this letter and enclosure to John Kerr
(Chancellor of the Exchequer's Office) and to David Hancock
(Cabinet Office).

\/mh g;.,\_»«j

[lo. Het)otd R LOWSON

— ; Private Sécretary
[L-. S (";t?,(cfc_g\_,\

/? ar rDL’LM
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COMMON AGRICULTURAL POLICY: PRICE FIXING FOR 1983/84
UNITED KINGDOM VIEWS ON THE CONTENT OF THE PROPOSALS
GENERAL

1. Farm incomes have improved throughout the Community in 1982.
The imbalances of production and consumption, however, have
worsened in a number of important sectors. World markets are
oversupplied and prices weaker, thus increasing the cost of
exports and the risk of conflict with other exporting countries.
It is now fairly clear that the draft budget provision for 1983
will be insufficient. There is a very real danger that expendi-
ture will increase at too fast a rate and will before long absort
the remaining resources available to the budget, thus jeonard-

ising the viability of the Common Agricultural ‘Policy itself.

2. Against this background, effective policy action is essentizl
at the 1983 price fixing. The Commission should propose an

effective standstill on common institutionzl prices for procducts

in structural surplus, namely all cereals, sugar, milk and wine.

Since the problems are similar in each sector, there must be

parallel treatment on prices. No increases should be ororosed
for olive o0il, processed fruit and vegetables and dried fruit
unless substantive changes are made in the regimes for these
commodities to bring increases in production and costs under
greater control. For other pnroducts, only the most modest
increases in common prices should be contemplated ie no more

e —

than 5 per cent in any case, taking into account circumstances in
e

each sector. There should be a significant further shift in the
cereals/livestock balance in favour of the livestock sector
(other than milk).

5. Consistently with our view that increases in common prices
should be as low as possible and in the case of certain majinr

commodities effectively zero, it {5 the UK GCovernment's view that

individual Member States should bLe free themselves to decide

any adjustment in their green rate is acceptable in the lipght

their national circumstances.




4. The guarantee thresholds need to be effectively applied at
levels which will give producers clear signals towards a better
balance of supply and demand in the short and medium term. This
requires clear decisions to be taken about the methods for
implementing thresholds in 1984 and beyond.

5. The UK Government continues to attach importance to observance
by the Commission and the Council of an overall financial
guideline designed to improve the balance of expenditure within
the Community budget. Our view remains that the rate of growth
of agricultural guarantee expenditure, compared with the level
provided for in the previous year, should be markedly lower than
the budgeted rate of growth in the Own Resources base. The
Commission should provide the Council with full information on
the financial implications of their proposals on a basis which
allows the effects of the proposals to be assessed separately
from those of assumed'changes in world market conditions.

6. The following paragraphs deal with main points on individual
commodities.

MILK
co-responsibilities levies

7. In order to tackle effectively the increasing surpluses of
milk, some form of super levy mechanism biting on the increase
in production needs to be introduced. There is no evidence that
the present co-responsibility levy discourages milk production
and the UK Government considers that it should be abolished.

This would benefit producers returns without affecting prices
and consumption.

Price

8. 1In determining the price provosal for milk, account should be
taken of the threshold mechanism and of the abolition of the

co-responsibility levy so that the net effect is a zero increase
in the returns of milk producers. '

t
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Threshold

9. The Council should take a clear decision on the method of
implementation of the threshold in 1984 which should be designed
to cover the full additional cost imposed by the excess production.
There is no justification for any increase in the level of the
threshold. '

Small producers -

10. The special aid to small producers should not be extended
beyond the current year. It is contrary to the objectives in the
Treaty and there is no reliable evidence o support any clear
relationship between herd size and the need for income supnort
which is, in any case, a matter for social policy.

Consumption : _
11. The UK butter subsidy should be maintained at least at its
present level; and the rates under the school milk subsidy.scheme

should be increased.

CEREALS
12. The zero increase should apply to cereals after taking

account of any reduction required by the production threshold.

13, In fixing arrangements for operating the threshold in 1984,
there is no justification for any increase in the present level

of the threshold. éut the present arrangement under which the
threshold mechanism applies only in the intervention and reference
prices is unfair to consumers. The threshold prices should also
be reduced when production exceeds the threshold level.

14, We understand that the Commission Services are contemplating
proposing tha