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1. The Cabinet were informed of the business t o be taken i  n the 

House of Commons during the f o l l o w i n g week. 


HE SECRETARY OF STATE FOR SOCIAL SERVICES sai d t h a t new Housing 

e f i  t orders were t o be published the f o l l o w i n g week. He had agreed 

sed proposals w i t h the Chief Secretary, Treasury, some f o  r 

mentation i  n A p r i l and the remainder i  n November, which would 


t i a l l  y reduce the loss of b e n e f i t t o i n d i v i d u a l s . He b e l i e v e d 

t h ^ f t  , or two Conservative Members might s t i l  l oppose the changes 

Proppj^aVbut he expected them t o prove acceptable t o most of those 

Governm^rftsupporters who had been concerned about the e a r l i e r 

P r o p o s a J ^ v The A s s o c i a t i o n of M e t r o p o l i t a n A u t h o r i t i e s (AMA) had said 

t h a t they/$M^ not b e l i e v e the proposals could be implemented i  n A p r i l  , 

but t h i s v^vew r e l a t e d t o the o r i g i n a l proposals and was i  n h i s 

o p i n i o n coKmred by the AMA's more general o p p o s i t i o n t o the savings 

being sought. The advice of h i s c o n s u l t a n t s was t h a t the r e v i s e d 

Proposals could be--implemented s a t i s f a c t o r i l  y w i t h o u t causing g r e a t 

a d m i n i s t r a t i v e crv^roVtion, 


THE LORD PRESIDENT 0 OUNCIL said t h a t the Telecommunications 

B i l  l would run i n t o d  i ies d u r i n g i t  s forthcoming Committee 

S t a g  e i  n the House of L A number of senior Conservative back
bench Peers were very con at the p r i v a t e monopoly which the 

B i l  l would e s t a b l i s h and w' seeking changes. He and the 

Chancellor of the Duchy of er , who was i  n charge of the B i l  l 

i n the House of Lords, would ensure t h a t changes were kept 

to a minimum. 


THE PRIME MINISTER said t h a t the monthl^^employment f i g u r e s , t o be 

Published l a t e r t h a t morning, were d i s ^ p b p ^ h t i n g , showing a r i s e of 

120,000 (29,000 seasonally adjusted) i n < t t i e unemployment t o t a l  . The 

bad weather i  n January had no doubt been\a f a c t o r i  n the increase,_ 

and monthly f i g u r e s could i  n any case be n o t o r i o u s l y e r r a t i c  , b u t i  t 

would be best i  n commenting on the f i g u r e s t o seX^them i  n the conte x t 

of recent increases i  n numbers employed and th^>enAouraging o u t l o o k 

i n d i c a t e d by the Confederation of B r i t i s  h I n d u ^ f c r v ^ S N l a t e s t survey. 
I n the Secretary of State f o r Employment's absenc(f a}):oad, the 

M i n i s t e  r o  f S t a t e  , D e p a r t m e n  t o  f E m p l o y m e n  t S S I I 

should set out the Government's view on the lunch-tfcfif&Ufews broadcasts 

The Cabinet -


Took note. 
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THE FOREIGN AND COMMONWEALTH SECRETARY said t h a t the long-term 

prospects f o r progress i  n the Lebanon remained poor. The 

r e c o n c i l i a t i o n process and the S e c u r i t y Plan were both bogged down. 

But the arguments against premature withdrawal of the M u l t i n a t i o n a l 

Force (MNF) were as str o n g as ever. E f f o r t s c o n t i n u e d , i  n 

o n s u l t a t i o n w i t h the Governments of the other c o u n t r i e s c o n t r i b u t i n g 


the MNF, to produce c o n d i t i o n s i  n which a wit h d r a w a l would be 

i b l e . Meanwhile, i n d i c a t i o n s had been r e c e i v e d a week e a r l i e r 

the Lebanese Government was pre p a r i n g f o r m i l i t a r  y a c t i o n by the 

e army to close the s o - c a l l e d Shuweifat Gap i  n order t o prevent 

cotit<rni>ed i n f i l t r a t i o  n of h o s t i l e f o r c e s i n t o B e i r u t . Although the 
Leba^^e^Government' s motives were understandable, the a b i l i t  y of the 
L e b a n e ^ ^ j m y t o achieve success was d o u b t f u l . The proposed a c t i o n 
would Sa^^y case lead t o the complete breakdown of the c e a s e f i r e 
and, a t xfaysaxne time, increase the degree of American m i l i t a r  y 
involvement. Because of i t  s i s o l a t e d p o s i t i o n and p r o x i m i t y t o the 
l i k e l  y scerre of op e r a t i o n s , the B r i t i s h c o n t i n g e n t t o the MNF would 
he put at p a r t i c u l a r l y grave r i s k  . He had t h e r e f o r e taken a c t i o n 
to urge the AmerLeesi, French and I t a l i a  n Governments t o dissuade the 
Lebanese Governrrf?nt)jrom the a c t i o n proposed, p o i n t i n g out t h a t i  t 
would amount t o departure from the process of r e c o n c i l i a t i o n , 
would be s e r i o u s l y sive and could p r e c i p i t a t e b i t t e  r f i g h t i n  g i  n 
which MNF contingen I d be exposed t o serious r i s k  ; he had a t 
the same time made i t h a t , i  f the a c t i o n went ahead w i t h o u t 
due c o n s u l t a t i o n , the ent would have t o reconsider B r i t a i n ' s 
c o n t r i b u t i o n t o the MNF ^ h ^ l J n i t e d States and French Governments 
had subsequently both app r ^ r $ t ^ d the Lebanese Government t o warn 
them of the dangers, and n ary a c t i o n had y e t taken p l a c e , 
although i n t e l l i g e n c e sugges t the Lebanese f o r c e s were i  n a 
p o s i t i o n t o a t t a c k a t very i c e i  f they decided t o do so. 
I  f the a t t a c k went ahead, the cont i n g e n t was almost c e r t a i n 
t o be caught i  n exchanges of hea i r e and would have t o withdraw 
at once from i t  s present p o s i t i o n , ough the Unite d States 
a u t h o r i t i e s had approached the Leb vernment i  n the sense he 
had suggested, t h e r e were d i v i d e d co i n Washington, and some 
i n f l u e n t i a  l members of the Ad m i n i s t r a t e obably s t i l  l favoured 
some form of m i l i t a r  y a c t i o n by the Leb ese army w i t h American 
support. 

THE MINISTER OF STATE FOR THE ARMED FORCES said t h a t the 
B r i t i s h c o n t i n g e n t t o the MNF continued t o c a r i  ̂ oyt i t  s p a t r o l l i n  g 
r e s p o n s i b i l i t i e s i  n B e i r u t ; but the other partVhj^pEX r e m i t , guarding 
the t a l k s of the c e a s e f i r e committee, was i  n abey^nc/jbecause the 
t a l k s had been i n t e r r u p t e d on 16 January and therV-^j&^/np sign of 
t h e i r resumption. M i l i t a r i l  y the l a s t few days ha<r 
although exchanges of f i r  e between r e b e l f o r c e s and 
emplacements on e i t h e r side of the B r i t i s  h p o s i t i o n on 
once again demonstrated the extreme v u l n e r a b i l i t y o f the 
co n t i n g e n t . I  f m i l i t a r  y a c t i o n t o close the Shuweifat C_ 
bY the Lebanese army, a l  l f o u r MNF con t i n g e n t s would be at 
There were up-to-date contingency plans f o r the urgent e x t r r < v 

the B r i t i s  h c o n t i n g e n t from i t  s present p o s i t i o n , b ut t h i s cot 
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slow and complicated o p e r a t i o n i  f the surrounding areas were under 

heavy f i r e  , e s p e c i a l l y i n view of the f a c t t h a t the h e l i c o p t e r pads 

from which B r i t i s  h troops would be f l o w n out were some dis t a n c e 

away across h e a v i l y populated urban t e r r a i n . 


n d i s c u s s i o n the f o l l o w i n g p o i n t s were made 

a. There was no doubt t h a t , i  f the.Lebanese army took a c t i o n 

to close the Shuweifat Gap, B r i t i s  h troops would be a t 


c i a l and unacceptable r i s k because of t h e i r l o c a t i o n and 

a t i o n . They might expect some g u n f i r e support from United 

s f o r c e s but ground support was u n l i k e l y . I  t was 


re f o r c o n s i d e r a t i o n whether the contingent should be 

awn at once, unless assurances could be obtained from 


leans and from the Lebanese Government t h a t t h ere 

be no a t t a c k w i t h o u t advance c o n s u l t a t i o n and w i t h o u t 


s u f f i c i e n t time f o r the B r i t i s  h c o n t i n g e n t t o be moved be f o r e 

the f i g h t i n  g began. 


b. Given (TneVrading prospects of a s a t i s f a c t o r y p o l i t i c a  l 
s e t t l e m e n t ^^Jrp3\Lebanon, i t ' would be i n c r e a s i n g l y d i f f i c u l  t 
t o s a t i s f y puMicyjand Parliamentary o p i n i o n i n the U n i t e d 
Kingdom t h a t t>>e^r^.tish c o n t i n g e n t ' s continued presence i n 
B e i r u t was s e r v r ^ / ^ % u s t i f i a b l  e purpose. 

c. I  f a withdrawal ecided on, i  t would be prudent t o 
withdraw the B r i t i s  h ent completely, i e  , t o the 
Sovereign Base Areas s. Once i t  s p o s i t i o n i n B e i r u t 
had been abandoned, the h force.was u n l i k e l y t o be 
able t o r e t u r n . A u n i  l B r i t i s  h w i t h d r a w a l w i t h o u t t h e 
c l e a r e s t evidence t h a t BrJ roops were i n d i r e c t danger 
would be g e n e r a l l y seen as the way f o r the w i t h d r a w a l 
of the other European contingents^ I  t would be a s e r i o u s 
blow to President Reagan (who w<a^aLready under heavy pressure 
from l e a d i n g Democrats i n the U  IS£CT2K States t o withdraw the 
U n i t e d States c o n t i n g e n t ) and w o u W ^ j r l i k e l  y to have a 
damaging impact on the United Stat€\^-United Kingdom r e l a t i o n s h i p . 

d. A telegram j u s t received from Her Majesty's Ambassador 

at B e i r u t r e p o r t e d t h a t he had now been g i j w  ̂ assurances from 

the Lebanese Government t h a t no a t t a c k was^cc templated and 

t h a t the B r i t i s  h Government would be consu f o r e any 

such move was made. On the express i n s t r u c t f the " 

Lebanese Prime M i n i s t e r , the Lebanese Govern^ ad also 

issued a p u b l i c d e n i a l of any i n t e n t i o n t o l a i f t a t t a c k . 


THE PRIME MINISTER, summing up the d i s c u s s i o n , _ s a i d tha judgment 

on when the s a f e t y of the B r i t i s  h c o n t i n g e n t might requ ^urgent 

withdrawal and how t h a t w i t h d r a w a l should be made must 

f i r s  t i n s t a n c e w i t h the Commander of the B r i t i s  h f o r c e s on 

I n the l i g h  t of the l a t e s t r e p o r t from Her Majesty s Ambass-

B e i r u t , i  t would c l e a r l y be i n a p p r o p r i a t e f o r the Cabinet t o 
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at this stage on a withdrawal. But the risks remained very r e a l , and 

the attitude of the United States Administration was s t i l  l in some 

doubt. Urgent action should therefore be taken in Washington, in the 

capitals of the other countries contributing to the MNF, and in 

Beirut to reinforce earlier representations. The wording of the 

communication to the United States Government would require careful 


 consideration; but i  t should be made clear that in the British 

(^>v\Government' s view an attack by the Lebanese army of the kind under 


s c u s s
x^yy i °  n would in effect destroy the mandate under which the MNF 
\—"CPJK a peace-keeping force was operating, and would put the Brit i s h 

""ingent in direct and particular danger, and that for these reasons 
' an attack, or information establishing a clear intention to 


such an attack, would be like l y to lead to the withdrawal of 

\ish contingent. 


binet 

the Foreign and Commonwealth Secretary to take 

actiism on the lines indicated by the Prime Minister in 

her summing up. 


THE FOREIGN AND>§9M d̂?JWEALTH SECRETARY said that, as agreed in separate 
Ministerial discusl^ W L^ction had been taken through the Swiss, as 
Protecting power f o r / C ^ ^ n i t e  d Kingdom in Argentina, to notify the 
Argentine Government B r i t i s  h Government's wish t o hold o f f i c i a  l 
b ilateral talks with \a with a view to moving towards the 
normalisation of relations i  t had been made clear t h a t the talks 
should not be secret and Sovereignty would n o t , and could n o t , 
be on the agenda. The Swi_ sassed this message on 26 January 
and i  t had been transmitted A r g e n t i n e P r e s i d e n t , Senor A l f o n s i n , 
and to the Argentine Foreign 

s 

, Senor Caputo, both of whom were 
away from Buenos Aires. In a \ statement the previous day, 
Senor Alfonsin was reported to vjWiosed the establishment of a 
United Nations force on the FalklawfJLs^ands and a resumption of 
negotiations about sovereignty undeB^Jjaiired Nations auspices, calling 
°n the Unite d Kingdom to cease fortirwfljg the I s l a n d s and t o l i f  t 
what he called "the exclusion zone". Svrfeir A l f o n s i n had, at the same 
time, repeated that Argentina would pre&k i t  s claim t o the F a l k l a n d 
Islands by peaceful means. At f i r s  t sight this was an unsatisfactory 
response t o the B r i t i s  h approach, but i  t was too soon t o make a 
n A v<«. ' ^ ,  - considered assessment. Meanwhile, British spo' n would continue 
to take the line that the British Government . eking a normalisation 
°f relations with Argentina through the protect, ers, while 
standing by the assurances given to the Islander^, ,had endorsed 
the need for a better relationship with Argentina)^ sovereignty would not be on the agenda; that the Argentine Gover had no need to seek assurances from the United Kingdom, which ha had aggressive intentions of any kind; and that the Governme not 
dismissive of the United Nations but saw no role for i  t . 

Falkland Islands. Nothing should be said which might app he 

recognise the Argentine claim; but there could be a cautio^, 

for President Alfonsin's indication that Argentina had renou 

u s  e of force in relation to the Falkland Islands 


The Cabinet -


Took note. 
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3 ; THE PRIME MINISTER said t h a t her meeting w i t h the I t a l i a  n Prime 

M i n i s t e r , Signor C r a x i , on 26-27 January had shown t h a t the I t a l i a  n 


„ Government had not c a r r i e d t h e i r p o s i t i o n forward s i g n i f i c a n t l  y since the 

.^European Council i n December. They recognised the s t r e n g t h of the United 


XX^v^-ngdon case on the budget i n e q u i t y , but were s t i l  l hoping t o avoid the 

1 problem of a g r i c u l t u r a l surpluses by r a i s i n g new sources of Community 


ce. I  t would be d i f f i c u l  t t o get an agreement a t the next European 

1 i n March. 


THE M&SJ |R OF AGRICULTURE, FISHERIES AND FOOD r e p o r t e d t h a t the Commission 
had n o w ^ & £ & p t e d t h a t payments from Community funds i n the United Kingdom 
on m i l k i^/u£j8-79 had been p r o p e r l y made. The problem had a r i s e n because 
the Commis^on had launched i n f r a c t i o n proceedings a g a i n s t the United 
Kingdom i n bhe European Court as a r e s u l t of the d i f f e r e n t i a  l p r i c i n g of 
mi l k sold by the M i l k Marketing Board f o r b u t t e r p r o d u c t i o n and of skimmed 
m i l k sold by the M i l l ^ Marketing Board f o r v a r i o u s uses. The Commission 
had a l s o o b j e c t e l i f f e r e n t i a  l p r i c i n g f o r e x p o r t . The Government d i d 
not accept t h a t -actices were i n breach of the r e g u l a t i o n s . There 
was, however, a r i  s the Commission would d i s a l l o w the payments 
which had been made Community funds i n the m i l k sector i  n the 
United Kingdom from 1 :ds. He intended t o meet the d a i r y i n d u s t r y 
immediately i n order t o r i t h the problem. I n d i s c u s s i o n i  t was 
poin t e d o u t , on the one i r t e ^ j t h a t the f i n a n c i a l i m p l i c a t i o n s were very 
s e r i o u s , since the amount qfc&Ablic expenditure i  n the United Kingdom from v 
 allowed was about £1 b i l l i o n  .
Community funds which might\^e  The 


ing by the d a i r y i n d u s t r y which had 
s p e c i f i c cases of d i f f e r e n t i a  , 
 ing a t . t h i s c o s t . There was al s o a
heen a t t a c k e d were not worth p _ 
 be a c o m p l i c a t i n g f a c t o r . i  n the 
c o n t i n u i n g r i s  k t h a t t h i s issue 
 and i  n r e l a t i o n t o United Kingdom 
wider n e g o t i a t i o n s w i t h i n the Co 
 d t h a t a change on d i f f e r e n t i a  l 
refunds. On the other hand, i  t was 
 ween the M i l k Marketing Board and 
P r i c i n g might a f f e c t the arrangemen 
the purchasers of m i l k from the Board < v^^5^£ould make the sales o f some 

d a i r y products l e s s c o m p e t i t i v e . I n p r ^ t i ^  e d a i r y c o - o p e r a t i v e s 

elsewhere i n the Community used d i f f e r e n c i a l p r i c i n g . There were many 

arrangements operated by other member s t a r t s i  n the a g r i c u l t u r a l sector 

which were more open to c r i t i c i s  m or a t t a c k . 


THE PRIME MINISTER, summing up a b r i e f d i s c u s s i a i d t h a t the United 

kingdom had no i n t e n t i o n of accep t i n g the d i s a l - ^ . of t h i  s e x p e n d i t u r e , 

* t was important t h a t the discussions which the M^ r of A g r i c u l t u r e , 

f i s h e r i e s and Food was having w i t h the d a i r y indus b u l d be c a r r i e d 

forward, i  n order to reduce the r i s  k of any proposal isallowance 

heing made by the Commission. 


THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said t h a t s r e a l 

i s q u i e t i n the farming i n d u s t r y about the a g r i c u l t u r a l supp 


Proposals f o r 1984-85 from the European Commission, which i n t" 

e
 N a t i o n a l Farmers' Union would lead t o a f u r t h e r s u b s t a n t i a l 
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United Kingdom farmers' incomes. The Commission was proposing a freeze 

m support p r i c e s f o  r important products such as m i l k and most c e r e a l s . 

They were also proposing c o r r e c t i o n s of green r a t e s which, f o  r c o u n t r i e s 

w i t h p o s i t i v e monetary compensatory amounts i n c l u d i n g the United Kingdom, 


ant a r e d u c t i o n i  n support p r i c e s i  n n a t i o n a l currency. At the Council 

M i n i s t e r s ( A g r i c u l t u r e ) on 6-7 February he would continue t o present 


n i t e d Kingdom view t h a t i  n some surplus sectors r e d u c t i o n s i  n 

i t  y support p r i c e s were r e q u i r e d . He would oppose, however, 

I s i  n r e l a t i o n t o monetary compensatory amounts or other matters 


c r i m i n a t e d a g a i n s t the United Kingdom. He would be c i r c u l a t i n g 

i s colleagues before the Council . I  n dis c u s s i o n i  t was p o i n t e d 

though i  t was important t o be aware of the d i s q u i e t among 

bm farmers, t h i s d i d not c a l  l i  n ques t i o n the United Kingdom's 


es on the c o n t r o l o f a g r i c u l t u r a l expenditure i  n the 

r  t n e g o t i a t i o n s . I  t was important t h a t those i  n Parliament 


and elsewhere who were concerned about Community expenditure and own 

resources should be made f u l l  y aware of the tough l i n e which the United 

Kingdom was already-staking on a g r i c u l t u r e i  n the Community. 


of 


to p ^ » n e a t 

3 1 


THE MINISTER OF AGR 

m touch w i t h the Fre 

number of e n t r y p o r t s 

The United Kingdom's t 


FISHERIES AND FOOD re p o r t e d t h a t he had been 

ernment about t h e i r i n t e n t i o n t o reduce the 

ance f o r l i v  e animals and f r e s h pigmeat. 


u n l i k e l y t o be a f f e c t e d . 


THE MINISTER OF AGRICULTURE,' 

e e 
  n an adverse judgment of the x 


c o n t r o l imports of p o u l t r y which 

n°t a f f e c t , however, the present l i , 

n i t e d Kingdom imports of p o u l t r y i  n 


ES AND FOOD re p o r t e d t h a t t h ere had 

an Court on c e r t a i n powers to 


ed Kingdom r e t a i n e d . This d i d 

g arrangements which a p p l i e d to 

n t e r e s t s of animal h e a l t h , 


w 
THE MINISTER OF AGRICULTURE, FISHERIES AN&* FOOD re p o r t e d t h a t the Council 

°f M i n i s t e r s ( F i s h e r i e s ) on 31 January had reached agreement on t o t a  l 

a llowable catches and quotas f o  r 19-84. The q u a n t i t i e s agreed were 

s a t i s f a c t o r y and the decisions had been welcome/^b^jthe United Kingdom 

f i s h i n g i n d u s t r y . 
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THE SECRETARY OF STATE FOR TRADE AND INDUSTRY sai d t h a t  a t the Council 

l 0 U l s t e r s  o n  2 6
^ ?  \ M i n i s t e r s on 26 JanuarJanuary y I t a l i aI t a l i a n n e  to cuts  i n t h e i rs t e e l
i H  r e s i s t a n cr e s i s t a n c e  to cuts  i n t h e i r  s t e e l 


n d u s t r y h a d b e e n
r e n c e Y ^ ^  overcome and agreement had been reached  t o prolong the 
3) 3 377 t l J ^ !«.v /V^ommunity'l n m u n i t y l ss auota  T h e r  , m r , '  i ^ - i  ̂  „«.,— J - u  .1 u o t  a  arraneement-s.  v.<=
n'on  arrangements. The Council had also agreed on the 


t 0 U n i t e d
• U s i  ° n s < ^ S ! S P  ° n S  e  States a c t i o n on s p e c i a l s t e e l s and has asked the
htiut 6 3 i s s i o n  t o be  i n touch w i t h the United States about the l a t e s t 


t i o n on carbon s t e e l s , f o l l o w i n g the d e c i s i o n by Bethlehem St e e l 

""ation  t o f i l e an a c t i o n under s e c t i o n 201 of the United S t a t e s ' 

Apt a g a i n s t a l  l carbon s t e e l imports. He had obtained the agreement 


>t^ornmission  t o f u r t h e r a i d f o r the B r i t i s h Steel Corporation which 

a r e v i s e d p l a n  t o go forward l a t e r . The r e s t r u c t u r i n g  of 


Stee l was also now going ahead f o l l o w i n g a l a r g e r e d u c t i o n  i n 

' n's f i n e on the company f o r a breach of quota. 


Took note. 


2. InvitedytTie) M i n i s t e r of A g r i c u l t u r e , F i s h e r i e s and Food 

to c irculatevj^^-fcke Prime M i n i s t e r t h e Lord President of the 

Council and the/members of the Sub-Committee on European questions 

of the M i n i s t e r t a ^ x ^ m m i t t e e on Defence and Oversea P o l i c y 


P
a n o t  e  o n t h  e E u r o p e a  n C o m m i s s i o n '  s a g r i c u l t u r a  l s u p o o r  t 


r i c  e
 proposals fo4>^46^-85 and t h e i r i m p l i c a t i o n s f o r the 

United Kingdom. 


^; The Cabinet considered a . ^ndum by the M i n i s t e r  of A g r i c u l t u r e ,

F i s h e r i e s and Food (C(84) 2) ab< p r i c e of l i q u i d m i l k  i n England,

W a  l e s and Northern I r e l a n d , 


THE MINISTER OF AGRICULTURE, FISHERY FOOD said t h a t  i n England,

^ales and Northern I r e l a n d the G o v e r n ^ 
 o n t r o l l e d the maximum r e t a i l 

a r»d wholesale p r i c e s of m i l k f o r consumj; i n l i q u i d form. As r e q u i r e d 

U n d e  r
 the e x i s t i n g arrangements, he had iewed p r i c e s  i n the autumn of 


9 8 3  •
 A statement of the Government's del sion was now overdue. 
oducers' net margins had f a l l e n  t o about one h a l f of t h e i r l e v e l  i n the 


l a s t two years of the previous Labour a d m i n i s t r a the o u t l o o k f o r 

1984-85 was even more gloomy. Although d i s t r i b had r e c e i v e d  t o 

date l a r g e r cumulative payments than they were „ .d  t o under 

arrangements based on the recommendations of the 
 Duntants 
Binder Hamlyn and agreed between the Government, u.« 'k producers and 

the t r a d e , t h a t over-payment was being r a p i d l y erodv- a c c o r d i n g l y

Proposed t h a t the maximum r e t a i l p r i c e  of m i l k should reased by

!p a p i n t from 3 June 1984, and the maximum wholesale 

0.58p  l i t r  e from 1 March 1984. The e f f e c t would be to< roducers
a

a
 l i t t l  e l e s  s than one h a l f of the proceeds of the r e t a i l increase 

and  to leave d i s t r i b u t o r s n e i t h e r underpaid or overpaid a t ^ 
 of M a r c  h 

1 9  8 5 . M i l k producers would r e c e i v e the e q u i v a l e n t of a p r i c 
 ase of 
H per cent. Some of h i s colleagues had argued t h a t such an ^ 
w°uld be wrong because there was s u b s t a n t i a l o v e r - p r o d u c t i o n  of 


C O N F I D E N T I A L 




CONFIDENTIAL 


the European Community and the United Kingdom was arguing i  n the context 

of discussions of the Common A g r i c u l t u r a l P o l i c y (CAP) f o r a freeze on 

milk p r i c e s . He d i d not accept these arguments. L i q u i d m i l k p r i c e s had 

^increased a t a f a s t e r r a t e i n other member st a t e s of the Community than 


the United Kingdom, and the average r e t u r n s t o our producers from 

Lk sales were lower than i n most other member s t a t e s . Moreover, 

^ish m i l k producers faced serious d i f f i c u l t i e s  . Proposals under 


l e r a t i o n w i t h i n the Community, i n c l u d i n g the s o - c a l l e d 'super l e v y ' 

Suction above a st a t e d t h r e s h o l d , would have an e f f e c t e q u i v a l e n t 


i c t i o n i n producer p r i c e s of between 7 and 8 per cent. The 

jas s u r p r i s i n g l y r e a l i s t i  c about the need f o r strong measures 


re CAP t o reduce excessive p r o d u c t i o n of m i l k , but they would 

lent what they would regard as u n i l a t e r a l and d i s c r i m i n a t o r y 


'Government i  f M i n i s t e r s refused t o operate f a i r l  y the 

^angements f o r c o n t r o l l i n g m i l k p r i c e s . 


r
 the longer term, he would l i k  e t o get away from the system of 

c o n t r o l l i n g m i l k es, as had already happened i  n Scotland. A d e c i s i o n 

m t h a t sense wo ed c a r e f u l p r e p a r a t i o n and s t a g i n g . Nevertheless, 

he was w i l l i n  g t , t e , i n announcing the proposed p r i c e increases, 

t h a t the Governmen nded t o con s u l t i n t e r e s t e d p a r t i e s w i t h a view 

to d e c o n t r o l l i n g , mi 'ces by the end of 1985 a t l a t e s t . He was al s o 

w i l l i n  g t o examine wi" s t i o n s about m i l k marketing arrangements; he 

proposed.to examine t  h c o n s u l t a t i o n w i t h o t h e r Departments and 

to b r i n g f o r w a r d recomme" ris f o r d i s c u s s i o n w i t h h i s colleagues by 

the summer. I  t would be r y t o approach t h i s review, and i  n 

p a r t i c u l a r i t  s p o s s i b l e im> ipns f o r the f u t u r e of the M i l k Marketing 
x 


Boards (MMBs) w i t h the utmos inspection. The MMBs had long been 

regarded as the j e w e l i  n the f a g r i c u l t u r a l marketing. At r i s  k 
was m i l k p r o d u c t i o n i  n remote  areas; and a v a i l a b i l i t  y of cheap 
f r e s h m i l k i  n the inner c i t i e s  ; 
 y t $  * whole r e g i o n a l balance of 
a g r i c u l t u r e . 


^ d i s c u s s i o n , the f o l l o w i n g main p o n j f s ^ / e r e made:

a. Several arguments could be advanced against an increase i  n m i l k 
p r i c e s . Other i n d u s t r i e s whose products were i  n surplus had had to 
accept the need f o r p r i c e r e d u c t i o n s . An increase i  n the p r i c e p a i d 
to producers of m i l k would f a i  l t o r e f l e c t i h ^ s economic r e a l i t y  , 
and would appear i n c o n s i s t e n t w i t h the B r i V i s approach i  n the CAP 
n e g o t i a t i o n s . This p o i n t was r e i n f o r c e d b  ̂ act t h a t i  t was 
l i k e l  y t o be p r e f e r a b l e t o reform the CAP, a a f f e c t e d m i l k 
p r o d u c t i o n , by working through .prices r a t h e r y such devices as 
the proposed 'super l e v y ' . There were other t than p r i c e t o • 
the system of doorstep d e l i v e r y of m i l k , which W r e a t p o l i t i c a  l 
s e n s i t i v i t y  . Perhaps the gr e a t e s t was c o m p e t i t i o the 
supermarkets. An increase i n margins p a i d t o d i s t r s would tend 
to strengthen t h a t c o m p e t i t i o n . 

On the other hand, the m i l k producers undeniably f" 
 n o u s 

Problems. The f a c t t h a t r e t u r n s to them had f a l l e n shar . 

t h a t the r e t a i  l p r i c e of m i l k would have been f r o z e n , unde 
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proposals i n C(8A) 2, between November 1982 and June 1984 , would 

be powerful arguments against accusations w i t h i n the Community t h a t 

the United Kingdom was incons i s t e n t i n her a c t i o n s . The M i n i s t e r 

of A g r i c u l t u r e , F i s h e r i e s and Food had an extremely d i f f i c u l  t t a s k 

i n conducting successful nego t i a t i o n s on the CAP w i t h o u t a r o u s i n g 

adverse o p i n i o n d o m e s t i c a l l y , and i n p a r t i c u l a r w i t h i n the f a r m i n g 

community; the Cabinet should not w i t h o u t v e r y good cause o v e r r i d e 

i s judgment of the best way of c a r r y i n g out t h a t t a s k . 


ome members of the Cabinet suggested t h a t i  t would be 

ure t o announce t h a t the Government intended t o a b o l i s h 


of m i l k p r i c e s u n t i  l the r e s u l t s o f the proposed review of 

arrangements were a v a i l a b l e . Against t h a t , i  t was argued 


e c o n t r o l was fundamentally i n c o n s i s t e n t w i t h the 

ent's economic philosophy; and t h a t experience i  n Scotland 

suggest t h a t a b o l i t i o n of p r i c e c o n t r o l elsewhere i n the 


United Kingdom, on a s u i t a b l e t i m e s c a l e , would r a i s e i n s u p e r a b l e 

d i f f i c u l t i e  s 


d. As was out i n C(84) 2, i  t would be necessary t o approach 

the proposed r f m i l k marketing arrangements w i t h g r e a t 

circumspection.' hould not be suggested t h a t the Government 

had already deci a b o l i s h the MMBs, or r a d i c a l l y t o a l t e  r t h e i r 

f u n c t i o n s . Rather u l d be- p o i n t e d out t h a t some r e c o n s i d e r a t i o n 

of the e x i s t i n g ar was the n a t u r a l consequence of the 

pro s p e c t i v e a b o l i t i o n ce c o n t r o l and c u r r e n t d i s p u t e s w i t h i n 

the Community concern p r i c i n g arrangements of the MMBs. I  n 

any p u b l i c comment a  l s, whatever t h e i r i n i t i a  l views on 

the m e r i t s of the e x i s t i n t i n g system, should be scrupuously 

n e u t r a l and make i  t c l e a r e e v e n t ual d e c i s i o n s would be taken 

d i s p a s s i o n a t e l y and on t h e i r 


THE PRIME MINISTER, summing up the d i ^ S g i o n , s a i d t h a t the Cabinet 
agreed, on balance, w i t h the p r o p o s a l ^ ^ o u  t by the M i n i s t e r o f 
A g r i c u l t u r e , F i s h e r i e s and Food i n C  ̂ M ^ P r i c e  s should be increased 
on the l i n e  ; set out i n the Annex t o C(8<T2. I n announcing these 
Ganges, i  t should be made c l e a r t h a t t he^ovemment intended t o c o n s u l t 
i n t e r e s t e d p a r t i e s w i t h a view to d e - c o n t r o l of m i l k p r i c e s by the end 
°f 1985 at the l a t e s t . I  t was also agreed t h a t the f u t u r e m arketing 
arrangements f o r m i l k should be examined, b u t t j & T f t h l  S should be dor 
w
 i t  h the utmost cir c u m s p e c t i o n . The examinat i o n ^ d be c a r r i e d out by 
o f f i c i a l  s o f the M i n i s t r y of A g r i c u l t u r e , F i s h e r i LJMI Food, i  n 
c o n s u l t a t i o n w i t h other Departments. The M i n i s t e r r i c u l t u r e  , 
F i s h e r i e s and Food should b r i n g f o r w a r d the r e s u l t s - examination 
f o r d i s c u s s i o n by the summer or as soon as p o s s i b l e a a t . 

The Cabinet 

1. Agreed t h a t the p r i c e of l i q u i  d m i l k should be adj 

as proposed i n the Annex t o C(84) 2. 
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2. I n v i t e d the M i n i s t e r of A g r i c u l t u r e , F i s h e r i e s and Food, 

i n announcing the p r i c e changes, t o say t h a t the Government 

intended t o co n s u l t i n t e r e s t e d p a r t i e s w i t h a view t o d e - c o n t r o l 

of m i l k p r i c e s by the end of 1985 a t the l a t e s t . 


3. I n v i t e d the M i n i s t e r of A g r i c u l t u r e , F i s h e r i e s and Food, 

i n c o n s u l t a t i o n w i t h other M i n i s t e r s concerned t o examine 

u t u r e marketing arrangements f o r m i l k and t o b r i n g forward the 


u l t s o f the examination and h i s recommendations f o r d i s c u s s i o n 

y>\he summer or as soon as p o s s i b l e t h e r e a f t e r . 


Cabinet O f f i c e 


 February 1984 
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