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o PRICE FIXING 1981

previous Reference: 0D(80) 20th Meeting

The Committee considered a Memorandum by the Minister of Agriculture
’

. . S, Tecommending
the/spproach ‘the lnited Eingdonystinula adopt towards the 1981

Fisheries and Food (0D(80) 62),covering a Note by 0fficial
, i . agricultural
price fixing negotiations in the context of the budget restruc

turing review,
together with a Note by the Chancellor of the Exchequer (

0D(80) 63) relating

the price policy for agriculture to the Government's general economic strategy.

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that in discussing the
broad approach to budget restructuring the Committee had accepted that the
United Kingdom should retain price restraint as a weapon, For the 1981 Common
Agricultural Policy (CAP) price fixing negotiations it would be necessary
to take account of the influence of the French Presidential election in April,
the likely attitudes of other member states, the Commission's objectives and
the interests of the United Kingdom farming industry. His private soundings
at a recent Agriculture Council meeting had shown that, with the exception
of the Netherlands - who would want a 7-8 per cent price increase - all the
other member states would be looking for increases of 10 per cent or more.
The German State Secretary for Agriculture had told him that the Germans felt
they had to go along with a French demand for price increases of about 10 per
cent because of the impending French elections. Commissioner Gundelach had
Teferred to g settlement in double figures; if he retained the agriculture
Portfolio in the new Commission, it seemed likely that the Commission's proposals,
“bieh on Past form would constitute a minimum that others would seek to bid
P, woulq not go against French wishes. With the exception of Ireland and
Italy, farmers throughout the Community had suffered a fall in real income
_ ::: :::d OTrer the period 1973-1979 and the'aituafion-va: lil.:'ely’t;u:: “:::
°f them in 1980. So far as the United Kingdom farming industry

:::c;:“’ although the basis of the celeulations bad o.:e:o::db:e:ﬁ:di:i:‘l
terng basury, it seemed clear that aggregate net mcf riod there would

Y 8ome 15 per cent: this year and that over a four year pe
Ve been a fall of nearly 50 per cent. Borrowings, excluding advances for

et BF
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land purchases, were at unprecedented levels, and there was gy

that the trend of farm incomes had fallen more steeply than T WL;
: kgr,, o,
recommended that the United Kingdom's approach in the forthCOming il
discussions with member states and the Commission shou]g be 4 arg-ui ateril

profits and incomes elsewhere in the economy. Against thig bac

: ik ; 0
severe price restraint, acknowledging that some lncreases woulq 4,
e

necessary but pressing for them to be contained below the Tate of ing]
itiw:
el b0 press y,
Commission to come forward with an effective supplomentary levy

avoid any commitment on the revaluation of the green pound;
y Propogy
on milk, together with other measures designed to begin the Process o
reforming the CAP and cutting surpluses in the context of the Prices

package; and to explore with the Germans in the first instance what, surt ¢
ceiling might be imposed as an instrument for budget restructuring. Tt wy
be particularly important to establish in the November Angla—Genmn sumit
how far the Germans could be relied on to join the United Kingdom in Presiy

the Commission to present only moderate price pProposals.

THE CHANCELLOR OF THE EXCHEQUER said that his Note started from the same
diagnosis as the Minister of Agriculture but sought to place it in a vidrs
more fundamental context. The mechanisms of the CAP had the effect of i
farmers from price competition and the discipline of the market. This
that agricultural prices and incomes tended to be determined on a cost Jl¥
basis and that surpluses resulted from the unconstrained rise in fam 0¥
While the Government could not ignore the effect of CAP pricing policilﬁ“ﬂ
the incomes of British farmers, all this reinforced the case foT eIP"f”"‘m
agriculture to pressures encouraging cost production and improved eqlc;u;
The United Kingdom should therefore seek to keep the 1981 CAP p,ice.m o
down to an average of 4-5 per cent, as part of the process of 207
gradually to market clearing levels; should also seek the wffiE oee
Germans for keeping FEOGA expenditure in 1981 down to the e B:t =
the 1981 draft B:‘,ld-ge't; and should not exclude the P°”ibility ¥

pound revaluation at the time of the price fixing.

¢

i»

s
A 08, e :
In discussion it was suggested on the one hand that any prlcliwentw
r
above 45 per cent would be ill received by consumer and P& suff

e e
at a time wh : he economy ¥ de
€0 most non-agricultural sectors of the der
¢ the oF

economic hardship, and that acquiescence in increases ©

. thy

2
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r member states would defer once again the

the Prospect of {ovi
he © ) o1 achije:
& ntal reforms in the CAP. 0On the other hagg i

it was Suggested that the

ireatment given to British farmers by the last, administration, that if the bank
]

called in their loans many farmers would be forceq into bankruptey, and tp t th
’ a 2

jcultural Inidustiy i %he Ugited Kingdom had already shown evidence of it
its

agr . .
(fficiency in cutting costs and improving productivity,

the Government 's fight against inflation,

to the benefit of

In further discussion, it was generally agreed that the pressures for price
increases from farming lobbies in all nine member states, together with a desire
not to mar President Giscard's electoral prospects, would make it difficult

for the United Kingdom to pursue her restructuring objectives in a direct form
in the 1981 CAP price fixing. It would be important to probe the German
position, in the light of the Federal Chancellor's professed desire to cut

the cost of the CAP and the German Cabinet statement of June 1980 in the same
sense, to see how far they would be prepared to go in urging price restraint

and in imposing a budgetary ceiling for this purpose. Since there was a serious
risk that advocacy of a 4-5 per cent average increase would simply put the
United Kingdom in an 8:1 situation, with little chance of success at the end

of it, it might be better to operate on a commedity by commodity basis. This
vould allow the United Kingdom to press for tough measures on the main surplus
Products, including an effective supplementary levy on milk, a standard quantity
Scheme for cereals, proposals to reduce the level and cost of beef intervention,
ad proposals to cut the costs of the Mediterranean regimes. At the same

time it would be necessary to keep a sharp look out for economy measures urged
o0 the Commission by other member states with E:r?}:; of protecting their

Vi interests a4 the cost of those of other workers: at the cost (for example
o total or partial withdrawal of the United Kingdom butter subsidy.

! . . 4
o Mo MINISTER, summing up the discussion, said that the Committee agree
¢ o in the forthcoming bilateral contacts with other member states and the 2
.olnnlssion the United Kingdom should argue for a policy of severe price restrain
in King Ay

:he 1981 cap Price fixing, especially for commodities in structural surplus
as mj r
® milk ang cereals. As to a financi . B
N eement with the Germans in particular that the 1981 price se

8ug;

Ore
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al ceiling, the United Kingdom should seek
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not increase the proportion of the Community Budget,
s

I}.‘ should i o
. st agriculture, whilst aiming to safeguard the United Kingdop:, ] o
rﬁ_fv PEOGA benefits. The United Kingdom should keep open the DOSS‘he,,Mt N,
. ) e,
H" revaluing the green pourd along with the price settlement lllty u
" g : » but sho
avoid commitment to it 1n the meantime. ulg
|
' The Committee -
—
& i Took note, with approval,of the Prime Minister:!
i of their discussion. S suming u
-4 o 2 Instructed officials to be guided accordingly iy
e bilateral contacts and in preparing briefing for the exll’lwﬂtory
L summit on 16/17 November and other bilateral Ministeria] 0=Germgy
I exchange;,
—'"\w
— Cabinet Office
E 3 November 1980
— i
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