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THE PRIME MINISTER 30 July 1980

10 DOWNING STREET

Dear Mr. Dixon,

Thank you for your letter of 9 July about the sale of
European Community produce to the Soviet Union.

The Government has consistently opposed all sales of sub-
sidised agricultural products to the Soviet Union. But a decision
to stop them would need the unanimous agreement of all Member
States of the European Community, and we have not been able to
achieve this. However on 15 January the Foreign Affairs Council
agreed that the Community would not replace sales of agricultural
products to the Soviet Union which had been suspended by the US.
It was also agreed that exports of other agricultural products
should not exceed traditional icvels of trade. With effect
from 21 June, for instance, no more export refund commitments
are to be made on beef exports to the Soviet Union this year
because, according to the European Commission's calculations,
the traditional level of trade has now been reached. As regards
wheat, it was decided on 10 January to exclude the Suviet Union

* from the list of countries eligible for export refunds under the
tender system. Wheat which has been exported to the Soviet Union
this year has been exported under export refund commitments made
before 10 January. =

We have welcomed these decisions although our own view,
which we continue to press, is that all subsidised food exports

to the Soviet Union should be stopped in view of the events in

Afghanistan.

/I cannot




I cannot accept your accusation of Government hypocrisy.
I see nothing inconsistent or hypocritical in our opposition
to the sale of subsidised agricultural produce from the Community
of the Soviet Union and our advice to British athletes not to go

to the Moscow Olympics. In both cases we have acted in response
to Soviet aggression; but,alas, in both cases not everyone con-

cerned has followed our advice.

Yours sincerely,

MT

Don Dixon, Esq., MP.




CONFIDENTIAL Suns W

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

From the Minister's Private Office

AR 2/]

Paul Lever Esq /ﬂzM/\
Private Secretary to the

Secretary of State for Foreign Affairs =
Foreign and Commonwealth Office

Downing Street
London SWiA 2AL 14 July 1980

Desr Pat,

SALES OF SUBSIDISED FOOD TO RUSSIA

As you may know, Dr Brian Mawhinney, MP, has put down an oral
question to my Minister for 17 July asking him to place on the
agenda of the next Agriculture Council the sale of subsidised
foods to Russia.

You will remember that in his minute of 12,February Lord Carrington
asked my Minister to withdraw the question of such sales from the
agenda of the Agriculture Council. Mr Walker did so and it was
subsequently agreed that high level discussion of the issue should
continue to be confined to the Foreign Affairs Council and COREPER.
The short answer, therefore, to Dr Mawhinney is that the question -
is one for the Foreign Affairs Council and not for the Agriculture
Council. As, however, I understand that the FCO see difficulty in
the reply taking this form, my Minister is proposing to answer as
follows:

"It is for the Presidency and not for me to decide
on the agenda of Agriculture Councils. As a
result of continued United Kingdom pressure, the
Community's restrictions on subsidised exports to
Russia have been tightened. We continue to be
totally opposed to such sales and we will raise
the issue at every suitable opportunity".

1f pressed to raise the matter at the Agriculture Council of
22 July Mr Walker will say, as agreed between our Departments,
that the proper forum in which to pursue the question is the
Foreign Affairs Council.

1 am sending a copy of this letter to the Private Secretaries to
the Prime Minister and to Sir Robert Armstrong.
My < e
Ceee MU e

G R WATERS
Principal Private Secretary

)
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10 DOWNING STREET

THE PRIME MINISTER 27 May 1980

e e

Thank you .for your letter of 9 May enclosing this one from
Mr. A. G. Thomas of 25 Hycemoor Way, Bootle Station, Cumbria

about the sale of butter to Russia.

I fully agree with Mr. Thomas that there is no justification
for selling butter cheaply to the U.S5.S.R.. The Government have
consistently made clear that they are tetally opposed to such
sales. As I told the House, the United Kingdom representative
therefore voted against the recent sale of 20,900 tonnes of heavily
subsidised butter to Russia, but we did not receive sufficient

support from other Member States to prevent 1t

The Government will continue to attempt to peirsuade our
partners in the European Community that subsidised sales of butter
to the 1.S.S.R. represent a wholly unjustified transfer of resources
from the Community, wnich is entirely inappropriate in the light
of the Russian iunvasion of Afghanistan.

o U
CZ»@” s

Dr. J. A. Cunningham, M.P. ST L




10 DOWNING STREET

THE PRIME MINISTER. 3 27 May 1980

(’2,_‘“ Oh. et fete,

Thank you for your letter of 3 May enclosing this one from
Miss R. McMullan of "Rosetta', 27 Newtownards Road, Bangor,
Co. Down about the sale of butter to Russia.

I fully agree with Miss McMullan that there is no justificatiop
for selling butter cheaply to the USSR. The Government has con—
sistently made clear that it is totally opposed to such sales.

As I told the House, the United Kingdom representative therefore
voted against the recent sale of 20,900 tonnes of heavily sub-
sidised butter to Russia, but we did not receive sufficient support
from other Member States to prevent it.

The Government will continue to attempt to persuade our
partners in the European Community that subsidised sales of butter
to the USSR represent a wholly unjustified transfer of resources
from the Community, which is entirely insopropriate in the light
of the Russian invasion of Afghanistan.

w0l WO

e
J.A. Kilfedder, Esq, MP.




10 DOWNING STREET

From the Private Secretary 14 May 1980

A{aA 6;u ﬂ:l

EEC Food Exports to the Soviet Unioﬁ

The Prime Minister has seen your
Minister's letter to her of 9 May on this
subject together with the Foreign and
Commonwealth Secretary's minute of 13 May.
She is content that action should be taken
along the lines proposed by Mr. Walker as
elaborated by Lord Carrington.

I am sending a copy of this letter to
the Private Secretaries to the members of
OD(E) and to David Wright (Cabinet Office).

7]’14«/5 éhv:;;./,&(
(QLK;;LZ /{CLWMSW

G.R. Waters, Esq.,
Ministry of Agriculture, Fisheries and Food
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MINISTER OF AGRICULTURE, FISHERIES AND FOOD

EC Food E: rts to th iet Uni D
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ik, Thank you for sending me a copy of your letter of 9 May
to the Prime Minister.

2 The difficulty over this issue, as your letter makes
clear, is that we cannot count on the political support we
would need in order to strengthen, or even to prevent erosion
=l —
of, the Council decisions of 15 January. We have to contend
) L —
with a formidable combination of self interest on the part of
——y

those who have butter to sell to the Soviet Union (especially
the French and IT¥ish, but also the Dutch and Belgians), and
diminishing political pressure for action against the Soviet i

Union over Afghanistan, a tendency which is encouraged by
rép&??E'E?SETWZELington of increasing doubts there about the
usefulness of the US embargo on food exports to the Soviet
Union. We shall not easily make headway against this
céasination o = tactonsh

3. That said, we shall do our best. I understand that the
Commission, prodded further by our people at UKREP, have now said
that they will indeed be making a full report to COREPER on 14
May. We shall make very plain in the discussion our view that
Subsidised food exports to the Soviet Union are not appropriate
in present political circumstances. We shall want in particular
to concentrate our fire on deterring the Commission from making
proposals which would jeopardise the 15 January decisions, for
example, proposals to loosen the monitoring arrangements now in

—_—
force and thus open the way to resumed large-scale sales of fresh
butter. I understand that ideas of this kind were put forward
by the Commission at the Milk Management Committee meeting last
week.

4. Thereafter we shall need to consider whether and how the

/issue




issue might be raised at the 2/3 June Foreign Affairs

Council.

5. I am sending copies of this minute to the recipients

C

£

of your letter of 9 May .

(CARRINGTON)

Foreign and Commonwealth Office

13 May 1980
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The Rt Hon Margaret Thatcher MP bonlimis &.W‘M (25 W‘“)f i )Atu"'d“"
10 Downing Street FW%AEJ‘L (h by fnl ﬁu
London SWi1 9 May 1980
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From the Minister

EEC EXPORTS TO RUSSIA

You were tackled during Prime Minister's questions last week
about the Dairy Management Committee's recent decision to approve
tenders for the sale of 20,900 tonnes of heavily subsidised
butter to Russia. As you told the House, my officials had made
it quite clear that we were totally opposed to this but, as the
majority of the Member States continue to favour such sales, it
went through. We have now learned that the Commission will next
week be proposing changes that will make it easier to sell butter
to Russia. ———

—

Because of the voting procedures of the Management Committees, it
is just not possible - as the recent butter case shows - for us
to block subsidised sales to the USSR at that stage. There is
therefore no chance of achieving our objective unless there is a
fresh political directive from the Foreign Affairs Council.
Unfortunately the Foreign Office assessment - to which I can but
defer - is that there is no prospect of the Foreign Affairs Council
being persuaded to toughen up its decision of 15 January.

I myself have made several approaches to Gundelach about the butter
situation but they have had little effect. This is not perhaps
surprising because the Commission takes its cue from the majority
of Member States who are keen for trade to take place and they are
certainly not prepared to go beyond what they see as necessary to
honour the Council Directive of 15 January - which brings us back
to the fact that, unless the Council changes its attitude, we have
no chance of attaining our objective,

The question of the recent butter sales has not yet been raised
either in COREPER or in the Foreign Affairs Council, but the
Lord Privy Seal got an undertaking from Haferkamp in the margins




of this week's Council that the Commission will make a full
report to COREPER on 14 May. I think it important that, before
that meeting, our Ambassador to the Community should make strong
representations to Gundelach, to try to bring home to him the
political significance of the whole issue and the unsatisfactory
nature of the Commission's attitude, as evidenced by their recent
and proposed actions on butter. This could then be followed up
vigorously in COREPER and Peter Carrington could then consider
whether to raise the question at the next Foreign Affairs Council.

I am sending a copy of this letter to members of OD(E) and to

f
0

Sir Robert Armstrong.

el

PETER WALKER
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MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDON SWIA 2HH
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Sir Ian Gilmour Bt MP

Lord Privy Seal ~
Foreign. and Commonwealth Office

Downing Street

London SW1 29 April 1980

i

EC AGRICULTURAL EXPORTS TO THE SOVIET UNION Y sy
LN 1R auAX W
-
Thank you for your letter of 18 April. I note that you came
to the conclusion that it would not have been wise to raise

this issue at the Foreign Affairs Council this week.

There are, as you appreciate, very real limitations on what
can be done at the technical level to pursue our aim of
restricting subsidised sales to Russia. We are of course
continuing to do all we can in the meetings of the Management
Committees and bilaterally with the Commission, but the
effectiveness of theseefforts depends on the pressure being
kept up at the political level which Peter Carrington has
said - and I have agreed - should be in the Foreign Affairs
Council and COREPER. .

I therefore welcome your proposal that Sir Michael Butler
should ask the Commission for a full report on progress at
the first COREPER meeting followipg the European Council.

We shall need to consider what further action to maintain
the momentum should be taken in the Foreign Affairs Council
and in COREPER when we have the Commission's progress report.

As regards butter, while there have not been any bulk exports
to the USSR recently, it is only a question of time before
these are resumed under the tendering system. A tender was
submitted to the last lManagement Committee on 17 April but
was rejected because the price was too low. This was almost
certainly only a first stab and subsequent tenders are likely
to be at higher prices.

I am sending a copy of this letter to the Prime Minister,
members of OD(E) and to Sir Robert Armstrong.
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MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDON SWIA 2HH

Feom the Minister

The Rt Hon the Lord Carrington KCMG MC /[a

Secretary of State for Foreign and - //ZMA/x
Commonwealth Affairs

Foreign and Commonwealth Office

Downing Street

London SW1 IS April 1980

/ \W —
() 'S e
As T explained in my letter to you of 2 April, I wrote to Finn

N

Gundelach about the various outstanding points on Russian butter
as I had not been able to speak to him at the Agriculture Council.

We have now had wind of a relevant development on packeted butter
and I have accordingly written a supplementary legter to hlm, as

attached. I am suggesting in a separate letter to you that it
might be opportune for you to raise the general question of exports
to Russia at the 22 April Council, and I will therefore arrange

for your officials to be kept up-to-date with all developments

on the packeted butter question. '

Copies of this letter go to the Prime Minister, members of OD(E)
and Sir Robert Armstrong.

PETER WALKER







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

From the Minister

Mir Finn Guodelach
Vice-President of the Commission
of the European Communities
200 Rue de la Loi
Brussels 1040
BELGIUL 'S April 1980

£ P

In my letter to you of 2 April, I yet again expressed my
concern that Lhe Russians could obtain packeted butter with
the benefit of full export restitution.

We have now heard from our trade that the Russians are indeed
interested in such trade and are actively making enguiries.

I believe that, if trade of this nature occurred - thus
exposing bhe loopholes in the Commission's control arrangements
to which we have repeatedly drawn your attention - public
opinion would be outraged and confidence in the Commission
undermined. I do hope therefore that you will now act

swiftly to bring packeted butter (and butter-oil, the other
possible alternative product) under full control.

ST

N,

()

PETER WALKER

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

From the Muster

The Lord Carrington PC, KCMG, MC
Secretary of State for Foreign and
Commonwealth Affairs
Foreign and Commonwealth Office
Downing Street
London SW1 15 April 1980

hl4 6

As you are aware from my correspondence with Finn Gundelach the
position regarding subsidised exports on butter to the USSR remains
unsatisfactory from the United Kingdom's point of view. My most
recent letter, of 2 April, drew attention to the inadequacies and
inconsistencies of the present restrictions, the Commission's
failure to come up with any justifiable concept of 'traditional'
Lrade and their failure to supply firm estimates of actual exports
to the USSR of butter, butteroil and packet butter since 1 January.

While we have, for good reasons, concentrated on butter, similar
issues arise for every other agricultural commodity which could be
exported, with subsidy, to the USSR. As we have agreed, my officials
take every opportunity in Management Committees for these other
commodities to press for the extension of.restrictions on exports

to the USSR and for better export monitoring arrangements.

I am sure you will agree that we should not let this exercise lose
its impetus and in this connection I note that the Commission took
no steps to report to the Foreign Affairs Council in March on how

it is discharging its remit from the Councils of 15 January and

5 Tebruary. Nor is there any indication that the Commission will

nake a progress report to the forthcoming Council on 22 April.

It seems to me, therefore, that it would be very desirable for the
UK to take steps to see that the matter is discussed at the .
Lforthcoming Council. This would seem particularly apposite if,

as reported, President Carter is renewing the pressure on his
allies to firm up their attitude on Afghanistan.

Copies of this letter go to the Prime Minister fieflbers of OD(E) and
Sir Robert Armstrong.
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MINISTRY OF AGRICULTURE, FISHERIES AND FOOD
WHITEHALL PLACE, LONDON SWIA 2HH ,_’:U.,{‘g el

From the Minster

Aapn

The Rt Hon the Lord Carrington KCMG MC
Secretary of State for )

Foreign and Commonweal th Affairs
Foreign and Commonwealth Office
Downing Street

London SW1 2 April 1980

Gls o

Thank you for your minute of 20 March.

1 had hoped to be able to speak to Finn Gundelach about this
question at last week's Agriculture Council, but unfortunately
no suitable opportunity arose. I have therefore written to
him and attach a copy of my letter. Your people will no doubt
be following this up.

I am copying these papers to the Prime Minister, other members
of OD(E) and to Sir Robert Armstrong.

,////‘\ ‘
o

PETER WALKER







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

From the Munister

Mr Finn Gundelach
Vice-President of the
Commission of the European Communities
200 Rue de la Loi
Brussels 1040
Belgium 2 April 1980

I had hoped to be able to discuss with you during last week's
Council your letter to me of 13 March about exports of butter
to Russia but unfortunately there was no suitable opportunity.

You say that the Commission is acting fully in line with, the
Foreign Affairs Council's 15 January decision - but we feel
that some of the important underlying points have not yet been
settled.

On the level of trade, for instange, 1 am aware that a 3-year
base period produces different results for different commodities,
but I cannot accept that this is the right period to adopt in
the case of butter. Since there was no trade at all in three of
the last six years, it seems quite wrong to.argue that the volume
of trade in the other three years is the "traditional" level.

As to the rules on prefixing and licensing butter exports, the
product which seems now most likely to go to the USSR is packet
butter, to which the full refund still applies. And any trader
wishing to prefix refunds with a view to a sale of this product
to the USSR is not bound to state the proposed destination in his
application, nor to answer any query as to its actual destination.

I was glad to learn that no decisions have yet been taken about
sending butter to Russia under tendering arrangements. In my
view, we must clear up all the outstanding points before any steps
are taken to resume sales. One of these concerns the quantities
likely to be sent in 1980 under other and earlier arrangements.




In this connection, the Commission have not yet given the
Management, Committee firm cstimates of the level of trade in
the first few months of this year in bulk butter, packet butter
and butteroil. But one must suspect that one of the reasons
the USSR has so far shown no interest in the proposed tendering
system is that the high level of sendings of bulk butter at the
end of last year (and probably also in the early months of this
year with the benefit of 1979 prefixation certifications) mean
that they are well supplied with this for the time being; and,
as I have pointed out, they still have free access to packet
butter.

Finally, you did not comment on my point concerning the need to
secure agreement on what level of subsidy - if any - should be
paid 1n respect of any further sales to Russia. As I told you,
we attach considerable importance to this point and do not
ourselves consider that any degree of subsidisation can be
Jjustified, especially bearing in mind the price actually charged
to the Russian consumer for EEC butter.

PETER WALKER







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

From the Munister ﬂm« /)hw\ 6/\

The Lord Carrington PC KCHG MC
Secretary of State for Foreipgn /(ﬁ

and Commonwealth Affairs : /<2~v&
Foreign and Commonwealth Office S
Downing Street
London 8W1 &1 March 19

e O v
There have been a number of reports in the press and elsewhere
suggesting that the US grains embargo against Russia is proving
a good deal less effective than the Americans had expected.
These reports are to a large extent based on USDA's latest
estimates of Soviet grain imports for 1979/80 which are now
put at %0.5m tonnes against a pre-embargo estimated import
demand of some %4m tonnes. This suggests that, although the
USA has cut its projected exports to the USSk by 17m tonnes,
the Russians have been able to reduce the gap in their import
needs to something of the order of 4m through 'leakages',
transhipments, switches, increased purchases from Argentina

and accelerated purchases from Canada. e

It seems clear that there is now a fair amount of disenchantment
in the USA about the embargo and a recent report from our
Embassy in Washington indicated that it is difficult to find
much support for the original decision to use grain exports

as a weapon of foreign policy. The Soviets, it is thought,

are not likely to be seriously hurt, in the short term at any
rate, and the greater damage could be to the US taxpayer and
farmer.

It is possible that in these circumstances some Member States,
in particular France, will suggest that the Community should
moderate its present policy of supporting, albeit not as
strongly as we would have liked, the US action. I think that
we shall need to be on our guard against any such attempts to
back away from what was agreed in the Foreign Affairs Council
on 15 January.

In so far as the US embargo proves ineffective the strains
which it imposes on world prices and the risks it raises of
disrupting markets should be lessened, although much will
depend on the adequacy of US domestic support. Certainly we
shall have to keep a close watch on the internal and other
measures which the US administration is taking.

I am sending a copy of this letter to the Pr%gﬁ/ﬁ{;ister,
members of OD(E) and Sir Kobert Armstrong.. /

1\
PETER WALKER
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FCs/80/62

MINISTER FOR AGRICULTURE, FISHERIES AND FOOD

Butter Sales to the Soviet Un}én

Thank you for your letter of 18 Msdrch.

2. As you say, while we have for the moment a breathing space
on this front the position remains uncertain and potentially
unsatisfactory. I note that Gundelach himself, in speaking

to the European Parliament on 10 March, argued in effect that

it would be necessary for butter sales to the Soviet Union to be
maintained at the traditional level, and it is difficult to see
how this can be achieved without substantial export subsidies.

35 I therefore think that it would be useful for you to take
advantage of Gundelach's offer of further talks (his letter of

13 March) to raise the subject with him in the margins of the

26/27 March Agriculture Council, in order to register our continuing
concern.

4. The subject was not raised at this week's Foreign Affairs
Council and I think we should continue to keep this weapon in

reserve, for use only when necessary.

5. 1 am copying this minute to the Prime Minister, the other
members of OD(E) and to Sir Robert Armstrong.

( CARRINGTON)

Foreign and Commonwealth Office

20 March 1980

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

From the Minister N O

The Rt Hon The Lord Carrinpton KCMG MC /Clv&
Secretary of State for Foreign and

Commonwealth Affairs ~ 14,
Foreign and Commonwealth Office £
Downing Street
London SW1 F{ March 1980

() | 24,’ \) uébg

RUSSTAN BUTTER

I imagine you will know that no tenders were received for the first
adjudication on intervention butter sales to the USSR that should
have taken place in the Dairy Management Committee yesterday. It
remains to be seen whether this represents a genuine lack of demand
from the Russians for this particular butter, or merely reflects

the fact that their needs have been temporarily satisfied by the
large amounts of fresh butter that they contracted for at the end
of last year and the beginning of this.\,It was however interesting
that the Commission Chairman, even at this stage, spoke of the need
to find ways of ensuring that the export trade to the Soviet Union
in 1980 reached "traditional levels", and specifically intimated
that one possibility would be to reintroduce export refunds on bulk
butter going to the Eastern vloc:

Such a step would of course reverse one of the principal elements

in the as yet inadequate Community response to Russian butter sales:
and, whilst we would naturally vigorously ‘oppose it in the
Management Committee, our chances of blocking it there are remote

in the extreme. I think we may therefore have to be ready to pursue
this again at short notice at a political level. At the very least,
you may wish to be forewarncd in case others should refer to it at
next week's Foreign Affairs Council. .

I am copying this letter to the Prime Minister, the other members
of ODE and to Sir Robert Armstonsg.







Mr Michael Alexander,
Private Secretary,
No. 10 Downing Street,
LONDON.

With the Compliments

of the

Deputy High Commissioner

W

NEW ZEALAND HIGH COMMISSION.
NEW ZEALAND HOUSE, HAYMARKET
LONDON SW1Y 4TQ
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11 March 1980




New Zealand High Commission
e (A

New Zealand House
Haymarket

London SW1Y4TQ
Telephone: 01-930 8422 Ext:
11 March 1980 Telex: 24368

Reference

Mr M.D.M. Franklin, CB, CMG,

Deputy Secretary, /<ﬁ
Cabinet Office, C
Whitehall,

LONDON. ~

Aot N\,;M>

I mentioned to you yesterday, that the New Zealand Government
had adopted a firm position on the question of further sales of
New Zealand dairy products to the USSR, in the aftermath of

the Russian intervention in Afghanistan. My Government's
decision was conveyed to the New Zealand Dairy Board in a
letter, dated 18 February 1980, to the Chairman of the NZDB,

Mr K.F. Mehrtens, the substantive portion of which read as
follows:

"The dictates of general Western solidarity as well as the
very real bilateral concerns we have with both the United
States and the European Community persuade me that it
would be most undesirable that New Zealand take advantage
of any artificial or exceptional short-term demand for our
dairy products that the European Community action in parti-
cular might give rise to.

I believe it calls for special sensitivity and cooperation
by the Board in terms of the cooperative understanding on
third market dairy export policies between New Zealand

and the EEC, and I would accordingly be grateful for your
advice that it will be possible for the Board to keep

in the closest contact with the European Commission on
Soviet dairy market developments."

In accordance with my Government's request, and notwithstanding
the inference that might be drawn from this morning's report in
the 'Daily Telegraph', no new trade dealings in dairy products
have been concluded with the USSR since their intervention in
Afghanistan.

I am sending copies of this letter to Brian Hayes, Michael
Alexander, and David Hannay for their information.

1o /
ST

(B.J. Lync
Deputy High Commissioner
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FCS/80/35 = i Q/L

MINISTER OF AGRICULTURE, FISHERIES AND FOOD

Sale of Butter to the Soviet Union

il Thank you for sending me a copy of your m{zg;z/g} 11

February to the Prime Minister.

2. We are, of course, at one on the desirability of
bringing to an end subsidised butter exports to the Soviet
Union. But I wonder whether it will help our cause if you
pursue this question in the Agriculture Council on 18
February in the way you propose.

& While the detailed follow-up action to the 15 January
Foreign Affairs Council decision on exports to the Soviet Union
is of course taking place in the various agricultural management
committees, at higher levels %he question has so far been
discussed only in COREPER and the Foreign Affairs Council.

There are in my view good reasons why we shculd seek to
maintain this pattern.

4. First there is the fact fhat we are much better placed

to fight the policy battle on the basis of foreign affairs
rather than agricultural considerations. In this way we have
a reasonable chance of persuading at least some of the Member
States (notably the Germans) that the gravity of the political
situation needs to be reflected in all aspects of the
Community's trading relationship with the Soviet Union - that,
in short, this is no time to be giving unreciprocated economic
benefits to the Russians.

5. If, on the other hand, we pursue this matter in the
Agricultural Council and the SCA those Member States (notably
France and Ireland) which bitterly resent what we are trying
to do will be better placed to deploy and gain support for the

Jagricultural ‘{
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agricultural objections to our proposals than they are

in COREPER and the Foreign Affairs Council. We, by the

same token, would be less well placed to deploy political
arguments and less likely to rally support for them. If

we raise the issue in the Agricultural Council I would
expect our opponents to seize the opportunity to attempt

to unpick the 15 January Foreign Affairs Council decision,
or at least to seek to use the authority of the Agricultural
Council to place clear limits to follow-up to that

decision.

6/ A further consideration is the fact that on 19 February
I shall be seeking (at the Political Co-operation meeting

in Rome of Commission Foreign Ministers) to persuade our
partners to adopt a common position in reaction to the Soviet
invasion of Afghanistan. This will not be made easier if

on the previous day there has been an acrimonious discussion
in the Agricultural Council of butter exports to the USSR.

7 I hope that in the light of these comments you will

be able to agree that it is in our interests that high level
discussion of this question should continue to be confined

to COREPER and the Foreign Affairs Council, where we shall of
course vigorously pursue our aims., Meanwhile you have made
our position on butter admirably clear to the Commission in
your letter of 7 February to Gundelach.

8. I am sending a copy of this minute to the Prime Minister,
the other members of OD(E) and to Sir Robert Armstrong.

/

(CARRINGTON)

Foreign and Commonwealth Office

15 February 1980 CONFIDENTIAL







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

From the Minister
PRIME MINISTER
SAIES OF BUTTER TO THE SOVIET UNION

I understand you were tackled on this subject at question time on
Thursday and you may therefore find it helpful to have a note of
the latest position.

5. The President of the Commission has of course told the European
Parliament that there are to be no sales of subsidised butter to
Russia in the near future, and that any sales that do take place
will be closely controlled in both price and quentity. This

broad intention has been reflected in a CommisZton Regulation

which has set the level of refund for bulk butter for the Eastern
bloc at zero. In addition, the Commission have extended to butter-
0il and skimmed milk powder the export licensing arrangements we
managed to secure last autumn for butter, and they have also streng-
thened the procedure which allows them temporarily to "freeze'appli-
cations for pre-fixing refunds to all destinations (thus enablin
them to investigate possible disguised sales to the Eastern bloc).

3. All these are useful steps, which we have supported, but there
are nevertheless a number of potential loopholes that need to be
closed. Although there is ng lon an export refund for bulk
butter, packeted butter and also butteroil Ea possible suvbsvitute,
not only for butter for certain useS, but also for lard and tallow
which the USA had previously sent to Russia) can still be sent to
the USSR wilth the benefit of very large refunds. Moreover -
despite our firm opposition - the Dairy lManagement Committee approved
on 7 February a Commission proposal that would enable bulk
butter from intervention stocks to go to the Eastern bloc under a
system of tendering, which would inevitably involve a degree of
subsidisation. Even though the Commission have said they do not
in practice intend to invite tenders for at least a month, the
possibility of this trade being re-opened is of course contrary

to our policy and, although there is unlikely to be any real
interest in exporting our salted butter to Russia, there would

at least be a technical possibility of butter from our intervention
stocks going there - something which we could not legally prevent.

4., I had already made clear to the Commission in advance of
Thursday's decision my total opposition to this development and,
at the Council meeting on 18 February, I intend to raise the whole
question of these exports. In addition to the points mentioned
above, I shall argue that - as very large quantities of butter or
butteroil are understood to have already been exported, or prefixed




for sending, during 1980 - there is no case for any further
subsidized exports to Russia this year, even within the terms

of the Foreign Affairs Council's resolution; and I shall insist
that all the facts are revealed before any further steps are taken.

. I am copying this minute to the Foreign and Commonwealth
Becretary, to the other members of OD(E) and toSir Robert Armstrong.

bt

PETER WALKER
|| February 1980

W(,
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Toveign and Commonwealth Office

London SW

8 February 1980

EEC AGRICULTURAL EXPORTS TO THE SOVIET UNION

Thank vou for your letter of 4 February.

As you will have seen from UKREP Brussels te]no’uﬂ, the
. ) —_—
Foreign Affairs Council discussion of this subject on 5 February
went reasonably well from our point of view. We made, as agreed,
a strong and detailed statement of the UK position, both an
subsidies and on the need for striect implementation of the

decisions taken by the Council on 15 January.

Gundelach reported in detail on the follow-up action so far
taken by the Commission. Without by any means going all the way
to meet our position, he nevertheless made clear the Commission's
firm intention to implement the 15 January decisions fully and
actively, and took a line which will undoubtedly have given us

more comfort than our opponents on this issue. In particular, he

repeated that for the moment at least there would be only limited
e

sales of butter to the USSR, and those only from stocks now in

intervention. And he undertook, in response to UK pressure, to

/provide

The Rt Hon Peter Walker MBE MP

Minister for Agriculture, Fisheries
and Food

Whitehall Place
London SW1

CONFIDENT AT




provide an estimate of the gquantities of major agricultural
products already sold to the Soviet Union in 1980 - which should
help us in forcing home in the management committees the argument
that such sales must be taken into account when applying the
traditional trade principle.

That said, the position remains in various respects

unsatis ctory. Despite Gundelach's c¢laim at the Council that
monitoring systems are now in place for 'all relevant products',
there is more to be done before that can be said to he true. And
as yvou point out in your letter, not enough progress has so far
been made with the creation for each product of a special zone for
the Soviet Union - so that proposals for restitutions on exports
to the USSR can be voted on individually rather than being lumped
together with proposals covering exports to other destinations.

On these points - and on the need for a Commission estimate of the
level of traditional trade for each product (on which Gundelach
was evasive at the Council) - we must continue to press the
Commission hard. We should be able to make some further progress,
though T am not optimistic about forward movement over products

(such as sugar) which are not covered by the US embargo.

Judging by discussions in Brussels so far there seems little

—_—
prospect of our being able to use the Afghanistan crisis to bring

about a complete end to subsidised sales of Community food to the

Soviet Union. But, given the amounts exported or contracted for in
B
the first weeks of the year, we may in some areas be able to use
—
—_——
the traditional trade principle to prevent further subsidised

exports to the Soviet Union in this calendar year.

I am sending a copy of this letter to the Prime Minister,
Members of OD(E), and Sir Robert Armstrong.

CONFTDEN
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FORE|GN AFFA|RS COUNCIL, 5 FEBRUARY 198F.
AFGHANISTAN : COMMUNITY ACTION : AGRICULTURE
MY TELNC 64C.

SUMMARY

1. GUNDELACH DEFENDED THE COMMISSION’S RECENT ACTIONS

AS CONSISTENT WITH THE DECISION OF THE 15 JANUARY COUNCIL

AND WITH GOOD HOUSEKESFING. | RESTATED OUR OPPOSITION

T0 SURSIDISFD EXPCRTS TO THE USSR, AND SOUGHT GREATER
PRECISION ON TRADITIONAL TRADE FLOWS AND ANOUNTS

ALREADY EXPORTED TO THE USSR THIS YEAR. THE FRENCH

AND [RISH, RELUCTANTLY ACCEPTED GUNDELACH’S EXPLANATIONS.

IT WAS AGIEED TO CONFIRM THE JANUARY DECISION, AND TO

INVITE THE COMMISSION TO IMPLEMENT |T STRICTLY AND CAREFULLY.

DETAIL

2. GUNDELAGH SAID THAT THE COMMISSION WERE CARRYING OUT
LAST MONTH’S COUNCIL DECISION IN THE SPIRIT AND THE
LETTER. ITS KEY ELEMENTS WERE NON-SUBSTITUT!ON AND
TRADITIONAL TRADE FLOWS. HE ALSO HAD A DUTY TO MANAGE

THE MARKET IN THE INTEREST OF ECONOMY. THIS WAS VITAL

WHEN THE US MEASURES HAD CAUSED CONFUSION AND SPECULATION.

3. FOR CEREALS, MONITORING ARRANGEMENTS HAD BEEN s
INT20DUCED WITH THE AGREEYENT OF THE MANAGEMENT COMMITTEE.
THE COMMUNITY?S TRADITIONAL EXPOSTS TO THE USSF YERE A

CONFIDENTIAL : /FEV HUNDRED




"FE':I HUNDRED THOUSAND TONNES OF BARLEY. THERE HAD BEEN
CONSIDERABLE SALES OF BARLEY AT THE BEGINNING CF JANUARY,
MUCH OF IT PROBAELY TO THE USSR, PREFIXATION WOULD REMAIN
SUSPENDED UNTIL THIS WAS CLARI|F|ED.

4. FOR MEAT, ESPECIALLY POULTRY, THERE WAS A RISK OF
SUBSTITUTICN FOR US SALES. MONITOR|NG MEASURES, INCLUDING
THE FIVE-DAY RULE, HAD BEEN [NTRODUCED.

5. SKIMMED MILK POWDER WAS A SUBST|TUTE FOR SOYA AS
ANIMAL PROTEIN. THERE WAS NO TRADITIONAL COMMUNI(TY
TRADE TO THE USS®, AND IT WOULD BE “RONG TO ALLOY
ANY TO START. MONITORING HAD BEEN ESTABL|SHED

WITH THE AGREEMENT OF THZ MANAGEMENT COMMITTEE.

6. BUTTER WAS NOT A SUBSTITUTE FOR ANI|MAL TeED. TO

A LIMITED EXTENT IT COULD REPLAGE SOYA OIL FOR HUMAN
CONSUMPTION, BUT THAT PRODUCT WAS NOT CAUGHT BY THE

US EMBARGO. THE COMYISSION MUST RESPECT TRADITIONAL
TRADE FLOWS. THERE HAD BEEN VERY LARGE DEMANDS FOR
PREFIXATION IN THE FIRST WEEKS OF THE YEAR, MUCH OF IT
FOR THE USSR. SALES FIGURES, EXTRAPOLATED OVER A FULL
YEA®, COULD HAVE REACHED THREE OR FOUR TIMES THE PREVIOUS
MAXTMUM. HENCE PREFIXATION HAD BEEN SUSPENDED, A FIVE-DAY.
RULE INTRODUCED, AND A TENDER SYSTEY ESTABLISHED WHICH
CONTROLLED BOTH PRICE AND QUANTITY. YITHOUT THIS,

THERE @OULD HAVE BEEN A GRAVE RISK OF SELLING VERY LARGE
CUANTITIES AT UNPEASONABLY LOW PRICES. BEARING IN MIND
THE POLITICAL SéNS[TIVlTIES, THERE WOULD THEN HAVE REEN
A STORWM OF JUSTIFIED CRITICISM. ONGE TRALE CONDITIONS
WERE NORMAL, TENDERS wOULD BE OPENED FO2 LIMITED
CUANTITITIES OF INTERVENTION BUTTER FOR THE USSR,

LATER, SALES OF OTHER TYPES MIGHT BE RESUMED, WITHIN

THE CONSTRAINTS OF THE COUNCIL DECISION. THE COUNCIL
COULD LAY DOWN BROAD FOINCIPLES. BUT DAY-TO~-DAY
DECISIONS ERE FOR THE COMMISSION [N CONSULTATION WITH
THE MANAGEVMENT COMMITTEES.

2
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‘7. | RECALLED THAT THE UK WAS NOT IN FAVOUR OF ANY
SUBSTDISED SALES TO THE USSR AT PRESENT. WE WOULD HAVE
BEEN READY TO GO FURTHER ON AGRICULTURAL EXPORTS, BUT
THE 15 JANUARY COMCLUSIONS «ERE A NECESSARY MINIMUM wHICH
MUST BE STRICTLY APPLIED. ;

8. THE COMMUNITY SHOULD HAVE [TS OWN DISTINCTIVE

RESPONSE TO EVENTS IN AFGHANISTAN. THERE SHCULD BE NO

WNREC | PROCATED ECONOMIC BENEFITS FOR THE USSR. THIS WAS

IN LINE %ITH PUBLIC OPINION, AS REFLECTED [N THE EUROPEAN

PARL | AMENT. SUBSIDIES PAID ON AGRICULTURAL PRODUCE WERE

POCKETED BY THE SOVIET GOVERNYENT. WE RECOGNISED THE

IMPORTANCE AND SENSITIVITY OF THE SUBJECT FOR MEMBER STATES

WITH TRADITIONAL AGRICULTURAL TRADE WITH THE USSR. IT

wAS NO OUR INTENTION TO USE AFGHANISTAN TO UNDERMINE

THE CAP. WE UNDERSTOOD THAT OTHER MEANS OF SURPLUS

DISPOSAL MIGHT BE NEEDED IF SALES TO THE USSR WERE

LIMITED.

! |
9. THE |“MEDIATE NEED WAS FOR STRICT IMPLEMENTATION OF LAST MONTH’S
DECISION. THERE WERE A NUMBER OF ELEMENTS. i

A) THE SCOPE FOR SUBSTITUTION. THE COM¥{SSION HAD MADE CLEAR
THAT THIS WAS QUITE WIDE. COULD THEY LET US KNOW HOW THEY SAY
US MEASURES AFFECTING SOVIET BEHAVIOUR IN THE MARKET?

TRADITIONAL TRADE. THIS WAS NORMALLY RELATED TO FIGURES

FOR RECENT YEARS, EVEN THOUGH MATTERS WERE COMPLEX WHERE
TRADE YAS ERRATIC. COULD THE COMMISSION GIVE & FIGURE FOR
TRADITIONAL TOADE wITH THE USSR IN EACH MA|N PRODUCT? WlTHOUT
THIS, COMMISSICN FROPOSALS IN MANAGEMENT COMMITTEES COULD NOT
BE PROPESLY COHSIDERED.

SALES COMITTED FOR 195@. WHEN APPLYING THE TRADITICNAL TRADE
PRINCIPLE, <E MUST DEDUCT SALES TO USSR ALREADY COMMITTED FOR
1938. COULD THE COMMISSION ESTIMATE THESE FOR EACH MAIN

- PRODUCT? “E ELCOMED COMMISSION RECOENITION OF THE NEED IN
THE PRESENT #ARKET SITUATION TO SELL AT THE HIGHEST POSSIELE
PRICES. ‘

3
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D) MONITORING. |T WAS ESSENTIAL TO ESTAZLISH MON|TCRING
SYSTEMS FOR ALL MAIN AGRICULTURAL EXPORTS TO THE USSR IF
TRADITIONAL TRADE WAS TO BE OBSERVED. WE WELCOMED THE
COMMISSION MEZASURES TO DATE. .

1¢. FINALLY | SUGGESTED THAT TO PREVENT OTHER WESTERN SUPPL|ERS
BENEFITTING AT THE COMMUNITY?’S EXPENSE, THE COWM[SS!OQ SHOULD HOLD
INFORYAL DISCUSSIONS I TH THEM. THE Al wOULD BE COMMON UNDERSTANZING
ON THE OBSERVANCE OF TRADITICNAL EXPORT LEVELS, AND CN THE -POSSIBIL-
ITY OF CONCERTEER PRICE INCREASES.

11. BERNARD-REYMOND (F2ANCE) IN A SUBDUED INTERVENTION, FOUND THE
COMMISSION'S |DEA OF NON-SUBSTITUTION UNREASONABLY ®IDE, |F IT HAD
LED TO A SUSPENSION OF BUTTER SALES. HE WOULD LIKE TO BE SURE THAT
THE COMMISSICN’S ACTIONS WERE FULLY JUSTIFIED ON TECHNICAL GROUNDS,
AND THAT THERE WAS NO ROOM FOR DIFFERENCES OF INTERPRETATION OF
LAST MONTH’S DECISION. HE wAS SUPPCRTED BY BURKE (IRELAND) WHO
4JLECOMED GUNDELACH®S ASSURANCE THAT THE RESUMPTION OF BUTTER

SALES WAS NOT RULED OUT.

12. GUNDELACH SAW NO DANGER OF DIFFE2ENT INTERPRETATIONS. CONTROL
SYSTEMS WE2E NC' IN PLACE FOR ALL RELEVANT PRODUCTS. THERE WAS
STRONG SOVIET DEMANDS FOR AN|iAL FODDER OF ALL KINDS. COMMISSION
ACTIONS ON BUTTER HAD BEEN TAKEN FOR MARKET AND TRADITIONAL TRADE
REASONS: THEY HAD NOTHING TO DO ITH SUBSTITUTION. THE

COMMISSION WERE WORKING CLOSELY wITH NEW ZEALAND ON iilLK FRODUCTS,
AND WITH THE US AND AUSTRALIA ON MEAT. THIS “AS IN ADDITION TO THE
ARRANGEMENTS 3ETWEEN CEREALS EXPORTERS.

33. |T WOULD MOT BE GOOD MARKETING PRACTICE TO PUBLISH A TARGET
FIGURE FOR TRADE IN "“AJOR COMMODITIES. LEVELS OF TRADITIONAL TRADE
COULD BE SEEN BY LOOKXING AT FIGUPES FOR THE LAST THREE 03 FOUR
YEARS (HE LATER SHADED THIS TO Tw0). “HERE TENDER SYSTEMS WERE

IN FCACE WEMPER STATES COULD APPLY THEIR QN IDEA OF TRADITIONAL
TRADE BY THEI2 VOTES IN MANAGEMENT COMMITTEES. HE OULD PROVIDE

AN ESTIVATE OF THE CUANTITIES OF MAJOR PR0DUCTS ALREADY SCLD IN
1982, IN ANSWER TO A GERMAN QUESTION, HE SAID THAT EXPORT PRICES
THE USSR WERE THE SAMZ AS THDSE FOR OTHER THIRD COUNTZIES. THE
SYSTEM BEMEFITTED BOTH BUYER AND SELLEF.
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24, SUYMING UP, RUFFINI (ITALIAN CHAIRMAN) SAID THAT THE COUNCIL
CONFIRYED ITS DECISION OF 15 JANUARY, AND INVITED THE COMMISSION
TO |MPLEMENT |T STRICTLY AND CAREFULLY.

FCO ADVANCE TO:-

FCO — PS/S OF S, PS/LPS, PS/PUS, BRIDGES BULLARD HANNAY FITZHERBERT
BUDD (EID/E) HD/TPED, HD/EESD, HAZLE (EID/I)

CAB — FRANKLIN ELLIOTT BIRCH

MAFF— PARKHOUSE

FCO PASS SAVING BUENOS AIRES

BUTLER

FRAME EXTERNAL L [ADVANCED & REPEATED AS REQUESTED ]
ZCD
TRED
EESD
SAD
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MINISTRY OF AGRICULTURE. FISHERIES AND FOOD
WHITEHALL PLACE. LONDON SWIA 2HH

From the Minister

The Rt Hon Sir Ian Gilmour Bt MP

Lord Privy Seal

Foreign and Commonweal th Office

Downing Street

London SW1 4 February 1980
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LEC AGRICULTURAL EXPORITS TO Tl SOVIET UNION
Thank you for your letter of 30 January.

I-am sorry that you see no prospect of the Foreign Affairs Council
being persuaded to toughen up its conclusions of 15 January. But
I do of course appreciate the difficulties and I accept your
assessment of the position. In the circumstances I entirely agree
that we must do all we can to ensure the rigorous application of
the line the Council has agrced.

I very much hope that the reported attitude of the President of
the Commission will result in a more robust approach by the
Commission. Some progress was made on butter last week. But
much will depend on how "traditional trade" is interpreted and
reports that Gundelach may be thinking of butter sales of 60,000
to 80,000 tonnes this year suggest that we have a long way to go.
For many products, including heef and poul trymeat, the Commission
so far show no readiness to crcate a special zone for Russia.
Indecd they have made it plain in the Management Committee that
they have no intention of proposing a special monitoring or zoning
system for sugar. Without a fresh political direcctive for a
product such as sugar, the present Commission attitude, as we see
it in practice, means that there is no prospect of taking even a
step in the right direction.

I am glad that you agree that at the next Foreign Affairs Council we
should set out our position clearly. 1t is essential that other
Member States and the Commission should be fully aware that our

wish to see an end to all subsidised sales to Russia will be

reflected in our actions in the Management Committees. This will

help our efforts to ensure that strict implementation of the Council's
conclusions.




But however firm a line the Commission can be persuaded to take
on "traditional trade" or on monitoring arrangements the fact
remains that they will not be induced to go further than the
Council decision. It must therefore be clearly recognised that
without a change in the Council's attitude there is no chance of
ending subsidised sales of food to Russia.

I am sending a copy of this letier to the Prime Minister, members
of OD(E) and to Sir Robert Armstrongs.

PETER WALKER
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3 0Ff THE C¢ INFTY O} 15TH JANUARY lSiUFD, A STRO '
DECLARATION CONDEMNANG THE SOQVIET INTERVENTION IN AFGHANISTAN . .
THIS WAS UNMAYRIGUOLS AND DEMONSTRATED THE SOLIDAR ITY OF THE
IN GENERAL AMD THE COMMUNITY IN PARTICULAR TOWARDS THE SOVIET UMIOH.
THE COMMUNITY AS SUCH HAS ALSO WASTED NO TIME IN REACTING
MITHIN IT5 AREA OF COMPETENCE. ALREADY N THE FIRST WEEK OF
JANUARY THE COMMISSIOM EXERCISED ITS'QESPONS|DIL|TY FCR MANAGING
THE “ARKET, IN CLOSE CONSULTATION WITH THE MEMRER STATES, RY

~STOPPING THE FOOD AID PROGRA™ME FOR AFGHANISTAN £S THE
CONDITIONS FOR (TS DISTRIBUTION TO THE POFULATION, RATHER THAN
TO THE OCCUPYING FORGES, COULD MOT BE GUARANTEED:

-
=TAKING ADMINISTRATIVE ACTION, PENDING CONFIRMATION, WHICH WAS

QUENTLY FORTHCOMING BY THE COUNCIL, TO ENSURE THAT THERE
ACEMENT FROM COMMUNITY STOCKS OF AGRICULTURAL

SUBS
IS MO RE

PRODUCTS WHOSE EXPORT TO THE SOMIET UNION THE UNITED STATES
HAD BANNED: '

~CONSITDER NG |MMEDIATELY FAVOURABLY THE URGENT DEMAND PRESENTED
BY THE Ua!la HIGH CCMMISSIONER FOR REFUGESS FOR IMMEDIATE AlD
FOR AFGHAN REFUGEES IN PAKISTAN,

THE COMMISSION S PROPOSING TO THE MEMBER STATES THAT 17 HUA
SHOULD' RE SET ASIDE FOR THIS PURFOSE.

AS YOU XNOW «/ERE CONFIRMED BY THE COUNCIL
PIRINCTELE THAT THE

THESE DECISIONS
OF MINISTERS OF 15 JAMUARY, WHO LALD DOWN TPE
COMMUNITY WQULD NOT REPLACE EITHER DIREGTLY 0OR IRECTLY UNITED
STATES! SUPPLIES FOR THE SOVIET MARKET. THE COUNCIL REQUZSTED THE
COMMISSION TD TAKE THE NFCESSARY STEFS TO ENSURE THE IMPLEMENTATION
OF THIS POLICY AND TO FROPOSE MEASURES FOR OTHER AGRICULTURAL PRO-
DUCTS, WMILE RESPECTING TRADITIONAL PATTERNS OF TRADE.

LET “g NOW TURN IN MORE DETAIL TO THE ACTIOH WE HAVE TAKEN
TICULTURAL FIELD, | WAKE TWO FRELIMINARY POINTS:
FIRST, WE MUST REAR IN MIND THAT (N CERTAIN RESPECTS OUR
SITUATION 18 OF THE U.S. N AGRICULTURAL TFADE
ANS ACTUALLY HAVE A BILATERAL
T VIRTUALLY NO OTHER AGRICULTLRAL
RUSSIA. FOR THEM, THEREFORE, THE RENCHMARK [S
ALE: [T IS THE FIGURE OF 8 MILLION TONS, wHICH THEY
Z, ON THE OTHER D, HAVE:NO RILATERAL




SIMPLE: IT IS THE FIGURE OF 8 MILLIOY TONS, WHICH
ESPECTINGs W, ON THE OTHER HAND, HAVE KO BILATERAL
A7 ENT, OUR EXPORTS TO RUSESIA |NCLUDE SEVERAL DIFFERENT
CROP AND LIVESTOCK PRODUCTS, AND THE VOLUME OF THESE EXPORTS
VARIED GREATLY OVER RECENT YEARSs IT IS THEREFORE FAR LESS
SE#PLE TO FIX A BENCH™ASK FO2 CHW POLICY e

SECOMD), THERE 1S A DISTINGTION TO BE MADE BETWEEN THE
MECHAN[SMS FOR MONITORING THE DESTINATICGNS OF QUR EXPORTS, AND THE
LIMITS wHICH WE WISE TO PUT TO OUR EYPORT TQO THOSE DESTINATIONS.
THE FIRST |S A QUESTION OF ADMINISTRATIVE PRACTICE, AND THE SECOND
IS A MATTER OF POLITICAL AND COMMERCIAL JUDGMEKT.

ON THE ADMINISTRATIVE PRACTICES, | AM NCT GOING TQ RECITE
TO YOU A CATALOGUE OF THE DIFFERENT MEASURES,” SUCH AS EXFORT
CERTIFICATES, PREFIXATION OF RESTITUTIONS, OR ADJUDICATION, THAT
W& HAVE ADOPTED FOR THE DIFFERENT FRODUCTS. | A SIHFLY GOING TO
THAT | AM SATISFIED, AND FINN GUDELACH IS SATISFIED, THAT, FOR
ALL THE PRODUCTS WHERE IT IS NECESSARY, WE HAVE THE NECESSARY
|NSTRUMENTS TO MONITOR EXPORTS AND IF NESESSARY TO XEEP T
JITHIN LIMITS. WE SHALL KEER THESE ADMINISTRATIVE MEASUSES UM
REVIEW, AND ADAPT THEM AS THE SITUATION DEMANDS. FOR EXAMPLE,
THIS YEEK WE ARE TIGHTENING UP THE MILK FRODUCTS SYSTEM IN

ARIOUS “AYS. THERE WILL NO LONGER BE EXPORT RESTITUTIONS FOR FRESH

BUTTER TO THE USSR, BUT A SYSTEM OF EXPORT TENDERS FOR STOCKRILE
BUTTER. THIS WILL PERMIT US TO KEEP A STRICT CONTRQGL, AND IN
FACT WE ANTICIPATE MO EXPGRTS OF BUTTER TO THE SOVIET UNION |N THE
NEAR FUTUPE. '

ON THE TARGETS+ AT WHICH WE ARE AIMING, LET ME RECAPITULATE

{HAT OUR QECENT AGRICULTURAL EXPORTS TC THE SOVIET UNION HAVE

BEEN. | LIMIT THIS TO THE SOVIET UNIOM (N © SIMPLIFY MATTERS,
BUT IT IS OBVIOUS THAT WE MUST TAKE ACCOUNT IN OUR MONITORING
SYSTEM CF THE OTHER EASTERN EUROPEAN COUNTRIES, THROUGH HICH

THE SOVIETS MIGHT TRY TO OBYAIN ADDITIONAL SUFPLIES FROM US
INDIRECTLY. | ALSO LEAVE OUT THE YEAR 1279, FOR WHICH FULL
STATISTICS ARE NOT YET AVAILABLE.

HUNDRED TONNES [N SOME OF THE YEARS 1974 —

WE EXFORTED QUANTITIES VARYING FROH 4LG THO

TO 20¢ TONNES IN 1977. W&

CEREALS, SUCH AS JYE AND “AIZE, [N SOME YEARS.
SEGNIFICANT QUANTITIES OF MALT, VARYING GROM 103,070 TG
IN 1274 TO 31,000 TONNES IN 1277. WE EX ) 89,63 TONN

OF BEEF IN 1974, RUT LESS N SUSSEQUENT 5y ROULTRY HAS V




OF BEES N 1974, BUT LESS N SUSSEQUENT YEARS T FOULTRY HAS VAT IE
“FrOM R IN. 1978 T0 42,623 TONMES: IN 1977«

OF 2 TONNES OF BUTTER IN 1974, £9,282 TON)

IN 1977, .23,820 TONNES IN 1978 (AND 143, 0P2 TONNES 1S ESTIMATED
FOR 1979). THERE WERE SMALL QUANTITIES:OF WINE IN 1974 = 77

AND RATHER MORE IN 1978.

YOU WILL SEE FROM THE STATISTICS WHICH | HAVE OUGTED THAT
0UR TRADE PATTERN oITH THE USSR HAS BEEN HIGHLY ERAATIC. INDEED
BOTH WE AND THE AMERICANS HAVE SUFFERED GOMMERCIALLY FROM THE
UNREL | ADLE AND UNPREDICTABLE NATURE OF SOVIET DEMAND FOR THES
FRODUSTS. IT IS NOT THEREFORE USEFUL TO PICK GUT A FIGURE FOR
PARTICULAR YEAR, OR A4 AVERAGE FIGURE FGR A PERIOD OF YEARS,
A4D TO SAY THAT T REPRESENTS THE TRADITIONAL . OR TARG
TO WHICH WE SHOULD ADHERE. IT WILL BE A MATTER OF JUDGMENT FOR
EACH PRODUCT.

WHAT | WILL SAY 15 THIS. UNLESS AND UNTIL THE SOVIET
AGGRESSION [N AFGHANTSTAN TS ENDED, QUR EXPORTS OF AGRICULTUAAL
FROTOTE 10 THE USSR WILL NOT EXCESD WHAT WE JUNGE TQ BE y
TRADITIONAL QUANTITIES, IN NO CASE WULL THERE BE LARGE EXPORT
DEALS AT SPECIAL PRICES, OF THE TYFE MHICH HAFPENED IN 1973. 4E
SHALL ENSURE THAT SALES ARE 4ADE IN CONTROLLED CUANTITIES AND AT
PEALISTIC PRICES,

AS YOU KHOY, | WAS: ABLE TO VISIT THE UNMITED STATES LAST WEEK
FOR TALKS WITH PRESIDENT CARTER ARE M 3S OF THE ADMIN[STRATION
WHEN THE AMERICANS ARE ALFEADY CONSIDERING THE NEXT
S IN THEIR REACTION TO AFGHANISTANS | AM HAPPY TO BE AELE TO
TELL YOU THAT THE UM TED STATES EXPRES3CD SATISFACTICON w1TH THE
& 19 ik AAUN LT Yy EARTLEDL AR L Yua N T HE - RE LA T bl
AND AGRICULTLRS E BUT DID EX¥PRESS THE HOPE THAT WE
CONS FURTHER STEPS, NQTABLY [N THE FIELD OF CGMHON ACTION
OL THE GRANTING OF OFFIGIAL EXFORT CREDITS TO THE SOVIET
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EEC AGRICULTURAL EXPORTS TO THE SOVIET UNION

Thank you for your reply of 28 January to my letter of
21 January.

As regards the immediate problem of action in the Management
Committees I am guite content with the line suggested in
paragraph 9 of your letter.

Turning to your general assessment of the situation, you are of
course right to suggest that the conclusions of the 15 January
Foreign Affairs Council fell some way short of what we would
ideally have wanted. We pressed hard for action going beyond
'non-substitution' for US supplies, but had practically no
support and were forced to settle, faced with strong French

and Irish opposition, for the best we could get.

I think we must face the fact that if we make a major point at
the 4/5 February Foreign Affairs Council of returning to the
charge on this question we shall not only fare no better but -
in my judgement - risk so irritating other Member States that
we would reduce even further the chances of securing worthwhile
follow-up to the decisions taken by the January Foreign Affairs
Council. Let us by all means restate our wish to see an end

/to

The Rt Hon Peter Walker MBE MP
Minister for Agriculture, Fisheries & Food
Whitehall Place, SW1

SRS EE B




to all subsidies on agricultural exports to the Soviet Union,
but let us place the main emphasis on the need for meticulous
and energetic implementation of the line already agreed.

In any case I think that it may be unnecessarily pessimistic to
conclude (paragraph 7 of your letter) that there is no prospect
of achieving what we want in the Management Committees unless
there is a fresh political directive from the Council. In
COREPER and the Council we can make no headway without achieving

unanimity, but in the Management Committees Commission proposals

go forward unless opposed by a qualified majority. If the
Commission are helpful we therefore stand a real chance of
making at least some progress; and there is already evidence
(e.g. UKREP Brussels telno 568) of support in the Commission for

what we have in mind.

A further sign of this is the fact that in certain sectors
(notably butter and poultry meat) the Commission have now at
our behest taken action to revise their existing procedures so
as to permit closer control of arrangements for refunds on
exports to the Soviet Union. I am therefore less pessimistic
on this aspect than paragraph 9(d) of your letter suggests.
If we maintain pressure on the Commission we may gain further
ground. Paragraph 2 of UKREP Brussels telno 568 reports that
the President of the Commission has returned from his recent
talks with President Carter intent on taking a tough line on
export subsidies for the USSR.

I conclude that for the present at least we should continue to
work towards our objective by keeping up the pressure on the
Commission and Member States at working level and that we should
not put at risk the progress we may thereby be able to make by
trying (almost certainly unsuccessfully) to reopen the 15

January Council decision.

I am sending copies of this letter to the recipients of yours.
%/\V







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

From the Minister
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COMMUNITY AGRICULTURAL EXPORTS TO THE SOVIET UNION

1. Thank you for your letter of 29 January summarising the action
now being taken following the decisions of the Foreign
Affairs Council on 15 January.

Your letter and telegrams No. 476 and 477 from UKREP reinforce
my growing concern that realisation of the United Kingdom's
agreed aim is being put at risk by the conclusions of the
Foreign Affairs Council of 15 January. Our policy is clear :
to oppose refunds on Community exports to the Soviet Union

of sugar, butter and meat - to which I would add of course
cereals and, as indicated in the conclusions of the OD meeting
on 22 January, any other agricultural products exported to
Russia. Bubt most unfortunately the Council conclusions lay
down criteria which are thwarting eur efforts to achieve the
United Kingdom's aim.

First, the principle that Community supplies should not
replace banned US sales is being taken by the Commission and
other Member States to mean that if the US has not exported

a particular product to the Soviet Union there is no case for
Community action, unless the product can be regarded as a
substitute for lost US supplies. Examples of this are sugar
and wine which the US does not export to Russia.

Secondly, the concept of respecting traditional trade flows
is being applied in such a way that it is not compatible
with our policy that subsidised sales should stop altogether.
The Commission, again supported by most other Member States,
argue that the Council has in effect apgreed that subsidised
sales may continue up to the level of traditional exports.
An example is barley where the Commission do not exclude the
possibility of a special tender for Russia based on the
average of Community sales over recent years. Those opposed
to our position point out that the US itself is allowing
grain sales up to the maximum level envisaged under the
US/USSR long term agreement.




Given the Council conclusions, my officials in the Management
Committees are in a very difficult position in seeking to
pursue policy aims which go further than the Council conclu-
sions. As a result, they are now being charged by the
Commission and some other Member States with being out of
step with what the Council has decided and with attempting

to reopen political questions on which Ministers have already
reached a view. In this connection I would stress that it

is contrary to our general interest to encourage the raising
of points in the Management Committees which have already
been decided at Council level. The result of all this is
that we gain no allies and risk losing the possibility of
persuading the Commission and other Member States to agree

to measures which may at least go some way in the right
direction.

In these circumstances voting against, or even abstaining on,
a proposal in the Management Committees will often be no
more than a gesture. But it could be positively harmful to
United Kinpgdom interests. For example, if because of our
opposition to any refunds for Russia, we were not prepared
to vote for a proposal to reduce the level of refunds on
butter sales to Russia, our opposition - or even abstention -
might, given the position of other lMember States, result in
a negative 'avis' which could leave the export refund at its
present high level.

Regretfully I am bound to conclude that there is no prospect
of achieving what we want in the Management Committees unless
there is a fresh political directive from the Council. T

see therefore no alternative to raising the matter at the
next Foreign Affairs Council with a view to changing the
conclusions of 15 January.

Until we succeed in persuading the Council to change its
position we must, as suggested in UKREP telegram No. 477,
make the best we can of the existing Council conclusions.
This means, I think, that, while we should reaffirm in COREPER
our opposition to all subsidised sales to Russia, our repre-
sentatives in the Management Committees should continue to
do all they can to limit the quantities sold to Russia with
refunds as well as to reduce the level of the refunds. In
building on the Council conclusions they should make the
maximum use of the principle of non-substitution, traditional
trade flows and the market situation.

I propose .therefore that we modify and amplify the present
instructions so that my officials act as follows in the
Management Committees :

(a) seek a broad definition of substitution in order
to make liable to restrictive measures as many
subsidised products as possible;




argue for the lowest possible figure for traditional
trade; for example, in some cases we may be able

to demonstrate that contracts already concluded by
the Russians since 1 January 1980 go far towards
reaching for this year the level of traditional
trade;

normally vote for changes in the market mechanisms
which improve monitoring or control even if they
do not go as far as we should like;

vote against refunds in those cases where the Soviet
Union is treated individually; (but without a
change in the Council conclusions there 18 little
chance of the existing arrvangements being modified
so as to permit a separate vote on refunds for
Russia); and

abstain on proposals for refunds which include the
USSR where a negative vote would mean voting against

a reduction in the level of refunds or would adversely
affect important UK interests; but I would not

exclude the possibility of our voting for a proposal
to lower the refund rate (for example, the case of
butter referred to in paragraph 6 above) .

10. I should be glad to know if you and our colleagues agree with
this approach. !Meanwhile I am instructing my officials to
act on the lines set out in the preceding paragraph.

I am sending a copy of this letter to the Prime Minister,
members of OD(E) and to Sir Robg}*’ ‘mﬁtrong.

\[ ) ARy

PETFR WALKER







10 DOWNING STREET

From the Private Secretary 1& October 1979

Sales of Butter to the USSR

The Prime Minister has seen your
Minister's memorandum of 8 October on this
subject. She has taken note?’with approval,
of the line Mr. Walker proposes to take at
the next meeting of the Agriculture Council.

I am sending copies of this letter to
the Private Secretavies to the other members
of OD(E) and Martin Vile (Cabinet Office).

M.OD, B. ALEXA; \DER

Garth Waters, Esq.,
Ministry of Agriculture, Fisheries and Food.




CONFIDENTIAL
Ref. A0399

MR. ALEXANDER

Sales of Butter to the USSR

The Minister of Agriculture has now circulated OD(E)(79) 34 in response

to the suggestion in the third paragraph of your letter of Zxﬂ‘gys/eptember to

Mr. Waters. Because of the Party Conference it will not be possible to arrange
an OD(E) meeting to discuss it before next week's Agriculture Council. Members
of the Sub-Committee have been asked to comment by close of play on

11th October.

2, Mr. Walker proposes to raise this issue again at the 15th-16th October
Agriculture Council. If, as expected, he gets no support for a ban on these
exports, he will propose a change in the export arrangements for dairy products
limiting the present freedom of traders to export any quantities they wish, an
urgent re-examination of current export refund levels, and a better balance in
disposals between fresh butter and old stocks. For the longer term, he will
urge effective measures to cut surpluses in the dairy sector.

3% Any attempt unilaterally to impose an export ban on our traders would
be subject to challenge in the European Court. An effective ban in the United
Kingdom alone would in any case be difficult to impose, since itis believed that
most United Kingdom butter which ends up in the USSR is shipped to the
Netherlands and re-exported from there.

4 Agreement on the introduction of a Community system of export
licensing has been reached, but this is to enable refunds in respect of exports
to third countries to be adjusted quickly if necessary rather than to facilitate a
ban on exports to the USSR. There is no Commission proposal to discriminate
in any way as between various destinations of dairy products. This being the
case, the most effective action would be a sharp reduction in export refunds on
all exports to third countries, which will be strongly resisted by the French,

Dutch, Danes and Irish. A reduction in the export refunds - like the exports to




CONFIDENTIAL

USSR themselves - eases the pressure on third markets to the benefit of

New Zealand. On the other hand, our criticism of export sales will strengthen

the opportunity of the same member States to continued access for New Zealand

butter imports into the Community market, now under discussion in Brussels.

5. The short answer is that the elimination of subsidised exports to the
USSR depends on reducing the Community dairy surplus e.g. through a budgetary
constraint on CAP expenditure of the kind the Prime Minister discussed with
the Italians last week. Meanwhile, Mr. Walker's proposed line for the
15th-16th October Agriculture Council will make our opposition to these sales

plain, both to the other member States and domestically.

(VU

(M.J. Vile)

11th October, 1979
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10 DOWNING STREET

From the Private Secretary 24 September 1979

hf/vv’ Gon i )

Sales of Butter to the USSR

The Prime Minister has seen the Minister of Agriculture's
minute of 21 September on this subject.

With reference to Mr. Walker's conclusion that if the
butter deal go ahead HMG will have no option but to release
the butter from intervention, the Prime Minister has commented
that such sales are politically unacceptable in this country.
In her view we are paying high prices for butter here in order
to provide it cheaply for the Russians and this cannot go on.
Either the matter will have to be raised at the next Council of
Ministers (Agriculture) or at the Summit in Dublin.

I understand that there will be an informal meeting of
Agriculture Ministers later this week. Whether or not
Mr. Walker raises the matter then,, he may wish in the light of
the Prime Minister's views to submit a paper on possible courses
of action to an early meeting of OD(E).

I am sending copies of this letter to Paul Lever (Toreign
and Commonwealth Office), Bill Beckett (Law Officers' Department)
and Martin Vile (Cabinet Office).

\ZM e

(bt RS

Garth Waters, Esq.,
Ministry of Agriculture, Fisheries and Food.
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PRIME MINISTER

,27
SALES OF BUITER TO THE USSR 3

In view of the recent public interest in this subject, I think I
should record that our own Intervention Board have received an
enquiry from a UK firm who are apparently interested in exporting
to the Soviet Union some 10-15,000 tonnes of butter currently
held in public intervention in this country.

2. Our latest information is that the prospects of the deal going
through are fairly remote. Nevertheless, given that it is clearly
undesirable for any butter to be exported from here to the Soviet
Union with the aid of a subsidy, I have been looking at our powers
to stop such a transaction. The position is as follows. I do have
certain powers to issue directions to the Intervention Board.
However, I cannot legally do this if the direction I give is
contrary to an EEC law which is directly applicable in the UK. The
Regulation governing sales of butter from intervention is of course
directly applicable, and moreover allows no discretion to intervention
authorities to refuse a sale to an applicent who complies with the
various conditions laid down. My conclusion therefore is that, if
the deal does go ahead, we will have no option but to release the
butter from intervention.

3, I am copying this minute to the Foreign and Commonwe alth
Secretary, the Attorney General and Sir John Hunt.

There

Y 1).:‘;.”.3 PETER WALKER
r (Approved by the Minister and

— lpu~y - sigoed in his absence)

i e V‘WJ«,/IMC E s

feden &4

by & - G R WATERS
Principal Private Secretary
e 7 aad ‘n 2| September 1979
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‘ PRIME MINISTER

BUTTER SALES TO THE SOVIET UNION

You saw a minute by the Ministry of Agriculture, Fisheries
and Food on this subject last week. You also saw, I think, the
reports in the press over the weekend which appeared to
confirm that negotiations were going ahead for a sale of butter
and which reported the criticisms made by the Minister of
Agriculture of the proposed sale.

The Commissioner for Agriculture, Mr. Gundelach, called
on Mr. Walker this morning. He denied that any special deal
was taking place for the sale of EEC butter to the Soviet Union.
He said that it was possible that some iﬂil} ad hoc sales were
being made, but was certain no major deal was under negotiation.
It followed that the reports in the press about Mr. Gundelach
having intervened to block the sale were equally incorrect.
Mr. Gundelach commented that an exactly similar story had been run
in the press about the same time last year. It had equally little

substance then.

The foregoing, while welcome news, does not of course affect
the issue of principle with which you have difficulty and which
et
you have said you would like to pursue further at some stage, vis

that the only way to stop a major sale to the Soviet Union would
be to suspend export refunds and that the UK are unlikely to get

sufficient support in trying to do this.

—

sl

11 September 1979
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Jean Wbk,

SALES OF BUTTER TO RUSSIA

As you requested this morning, I attach a note for the
Prime Minister about the report in the Telegraph this
morning of a possible sale of EEC butter to Russia.
My Minister has approved the note.

—

({M N
~ @umif

Garth Waters
Principal Private Secretary
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NOTE FOR THE PRIME MINISTER
SALES OF BUTTER TO RUSSIA

BACKGROUND

ks Butter is exported from the EEC with the help of export qg;gggg,
which are intended to bridge the gap between prices in international
trade and those in the Community. The UK agg%gﬁgi:fg;gziggigif\of
these refunds when we joined the Community and applied the different

?S;ké‘s?‘ﬁarxet organisation to the various agricultural commodities.

2 The level of refund for a particular product is fixed each
month by the EEC Commission, following the advice of the relevant
—_—

Management Committee: and the Commission proposal standseven 1P
majority of member states fail to vote in favour of it. Once refund
levels have been fixed, traders can contract sales with third
country clients without further reference to governments (except

when they claim the refund). Alternatively, they may "pre-fix" the

refund up to 6 months in advance of the sale if they want to be

certain that they will not be caught out by a subsequent reduction
in the refund. These "pre-fixings" are notified daily to the

Commission.

3. A substantial quantity of butter - ie about 200,000 tonnes -

is exported from the EEC each year, and have included sales to
Russia of the sort referred to in today's "Daily Telegraph" article
under one or other of the above arrangements. The most recent
occasion to attract widespread public attention was in November 1978,
when the Commission learned that about 20,000 tonnes of fresh butter
was to be exported with the aid of pre-fixed refunds. On that
occasion, the Commission suspended the advance fixing facility for

9 days to give time for consultation with the European Assembly




and Member States. However, following discussion in the Council -
where we received no support for the introduction of measures to

prevent such sales - the deal went ahead.

MEASURES TO PREVENT EXPORT SALES

4, The sales now in prospect have not had the refunds —fixed.
They would not therefore be picked ;;-:;der the monitoring procedures
which apply only to pre-fixed refunds, but they could be prevented

if the Commission were to suspend export refunds now, or at the time

the sales were thought to be approaching. However, this would require

- =
either a decision by the Commission in the light of advice from the

Management Committee, or direct action in the Council. For either

of these options, we should have to persuade the Commission to put
forward a proposal and a majority of the other member states to

accept it: indeed, a decision in the Council would require unanimity.

5 All the indications are that this would not be forthcoming:
indeed, on previous occasions when we have objected to such sales,

we have received little or no support from other member states. They

tend in any event to regard subsidised exports as part of the normal
commercial business of the Community; and with increasing quantities
of butter being produced (and going into intervention), and the scope
for increased sales on the internal market largely taken up by the
recent extension of the consumer subsidy, they would argue that
subsidised exports provide the only short term alternative to
increased intervention stocks. Finally, although we have always
pointed out that subsidised exports represent a resource loss to the
EEC, they are in budgetary terms the cheapest means of surplus

disposal - a point which other member states would be guick to make.




SAME TERMS FOR EEC CONSUMERS

6. If butter were offered for sale to consumers in the Communi ty

at the same cheap priee, it would simply displace normal sales. Very
little extra butter would be disposed of. To achieve additional
sales equal to those made by export, all butter sold in the Communi ty
would have to be subsidised at a higher rate. This is because
consumers buy very little more butter for a given reduction in price.
To subsidise all butter sales in the Community would add considerably

to the cost of the EEC budget which we are trying to contain.

SALES OF FRESH BUTTER
7o The Russians appear to want fresh butter rather than old.
However, in view of the large stocks of old butter in intervention

stores the Minister of Agriculture is asking the Commission to give

priority to the disposal of these before fresh butter is offered for
————

— e ——
sale,

(——

MINISTRY OF AGRICULTURE, FISHERIES
AND FOOD

Milk and Milk Products Division
3 September 1979
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H;‘ALM OSBDRN, Common Market Corrupomhnl
THATCHER is to press her claim fora
sharp reduction in Britain’s net contri-
butjon ;to the Common Market when she
meets the Belgian Prime Minister, Mr -
Martens, in London next Wednesday.

EECBUTTER
“FOR RUSSIA
bl g

By GODFBEY BROWN,
Agriculture Correspondent
mMZMON MARKET

plans to sell off surplus
butter at highly subsidised
prices to Russia were
attacked yesterday by Mr
Peter Walker, Agriculture
Minister.
He said At was crary that
axpayers in Britain and_else-
S subsidising
Lhe;:nnn' Russian consumers

“We have l!hhd the
Commissi

would
Pt o daplorable‘" S Ve
ister said

Butter plus guns
“It is & bad policy, I think,
wheu there is so much to be
tiat one pours money
i seeing that the R 5
el have guns md butter,” e

Mr Walker said it was a
disaster to have *this massive
dairy surphus” in Europe. “ It
shows how right we were at the
last EEC farm pricefixing to
stand on having no
lnuv:a.se on the price of milk,”
he added.

Europe faced the problem
that if it tried to get rid of
the surplus by subsidising the
sals throughout the Cos
mity, the cost to the EEC tax-
Elyu‘ was vast. Therefore the

EC exported the surplus

subsidised rates.

. Lord Carrington, Foreign Secretary, end the
Belgian Foreign Minister, M. Simonet, will also attend
meefing. The budget question is now at the very

- Tthoiigt thera s womesalepritn

centre of the Government’s
EE C policies.

Mrs Thatcher has mnot
repeated the kind of
threats about a mxpayers*
Tevolt” made by Mr
Jaghan, but there is no doubt
Britain's relations with the
| rest of the Cammumty could
| be seriously harmed if the

F rench ?Eéki
‘arms. orders

, eecking much- |

“needed compensation |

for the loss of umpean
ts, “is pu:

| arms sales to the Arab
Gulf states.

Minister,
told- reporters in Parie. efiel
seeing-M. Yvon Bourges, French |,
Defence Minister, that existing
relations betw n the E-mme‘
armed dorces.  those
France Iu!d been "mnsohdlll:d."

i
access ud:ma e.s
available from France's mxlxnry

matter is not settled quickly. experience.

The Government flatly be-
lieves that Britain pays an ex-
cesswely large ehare of the

of running  the nine-
ry Common Market, and

over the exact figures, most dis-
interested
view.

EEC admission
The most striking evidence
came this week with an analysis
the community budget, drawn
. by the E E C Commission i
russels, that bluntly concedes
um Britain is paying t0o large
net share, and that this
represents & serious problem
for the EEC as & whole.

observers  suppoi

Bru b
conceding the British argument.
It concludes that because of the
way EEC revenues are organ-
ised payments distrib,
anains payments to Lhe Com
Market will
rece from it by -bom £1 000
milkon next year, &
is no denymg the real narure
of the
But it Is oue unng con-
vince Brussels, quite another to
persuade the eight other mem-
ber-Governments to act. Britain
is only Lhe sew-mh rlcbas! E }: c
member - country,
penny by w}uch the Bnﬂsh blll
is lightened will have to be
made good by somebody else.
Mrs Thatcher, at her first
E summit_meeting in June,
zm the other E E C Government
Tleaders to agree the drawing-
of proposals to reduce Bmmu
payments, and these are
considered at a Dubl.\n
mit” in November. But coun-
tries that do very well finan-
cull) out of EE C membership,
as Germany, Pranca and
are

l.|k17
e

o Pmsident'n gues!
Sheikh Hamad, who was en-
tertained at the Ileee Palacs)|
by President Giscard aing,

Jrent by helicopter o pari |

© French tanks trainin,
sdlool at Saumur. %

o had made it clear_ he i
wanted to see what France had

to offer in the way of conven-
tional weapons, a0 there was
1o reluctanco by the French to
Tayithe meres Hetore s
The French armaments
dustry, a vital factor in the
Jforeign trade, st
fered & serious
smmer, with the loss of a £400
million .order from Belgium to
replace ageing AMX 13 French

in | tanks and M75 American

The order - went to- I.hu




e

™Yt was ‘mot something over
which the Counail of Ministers

had direct control. They were |
y to by Britain® on
3 joining the EEC in 1973 and.
“T don't complain sbout that, |was implicitly confirm the
|Labour G
roducing surpluses -to - subsi [negotiation " eatry

not_geared to take day-today
decisions on managing stocks.

but as a basic_policy to keep

Fise Eastern Europe must b |

Fully agreed to ' -

The budget machinery, how-
in ctice, was

ed by,
overnment's * re-

Against this there is a real

wrong,” Mr Walker said- possibility that unless the bur-
e e

As disclosed in The Daily iden is
fwill turm over more

Telegraph oa Monday Euroj

ritish opinion
strongly

T Maustry sources say Rus- [afainst the EEC.

sia is to buy 75000 tons of

EEC butter from France this [from a share of eas

winter at one-third the Commu-
Dity _price, e cost of

The EEC gets its money
ch member’s

AT revenue plus customs
“Jevi $m-

y at
285500,000 to Community tax- fported from outside.

52p a b, would mean Russia
Fetting the butter at a basic
price of 2312p a 1b against the

dairies to buy up and
store surplus butter to main-

O high cupport. prices for its
B Which  Britain, with a small,
e f

highly product
has nedligible claims.

\airy fermers.

e penalised by a largo con-

on sector, higher-than-

s
The subsidy, equal to nearly fsumpti

laverage VAT revenue,
imuch bigger purchases of non-
EEC food than by any other
75p that the Commission pays pmember. y
E “In this the real distortion Is

at three-quarters of all EEC

pending is for. agriculture, on

RUSSIA'S REPLY. |, 7o ms ol

TO KISSINGER

By RICHARD BEESTON
in Moscow

The Soviet
Henry Ki
“pretel

epurring on en American arms
race to further what it claimed
was his ambition to become &
senator in the 1980 American
elections.

The Communist party news-
Pravda also claimed that
entagon.and * mnopolist " sup-
port was necessary for the for.
mer  American - Secretary o
State to get a Senate seat.

—_—

S |
A RHINE SALMON
By Our Staff Correspondent
! in Bonn
For the first time in 30 years
the Rhine, one of Europe's most
polluted  rivers
thousands of fish every year.

The salmon, Janded at Lamper-
theim in Hesse, weighed 61b 6oz.

| expiry ofthese this year Britain

will become the largest single
net contributor and o still fur-
ther ahead mext year.

Slow moyement
Mrs Thatcher's talks with the
will enable her to

assess how opinion_has_devel-
aped and to try out any specific

ideas.
But it Is likely that- detalled
es will evolve only
Slowly between now and the
November * summit.”"

“Mrs Thatcher has insisted 2
detailed plan be agree &
Dublin, but there is little doubt
she would accept some slowness
if there were no bad fai

The most-discussed remedles
involve @ limit on EEC
culture-spending and a s
but simultaneous increase
E rogrammes from which
Pritain does bensfit such as the
regional and social funds.

Mrs Thatcher

i
srength. Probably
be rather daring at the moment

For non-stops to Atlanta,
Georgia call Deltain London

(01)668-0935

What betterwa 5
delights of Silk Cul
Rather than rus
“high to low tar; yols
towards it. n
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