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1. The Cabinet were informed of the business to be taken in the
House of Commons during the following week.

efit orders were to be published the following week. He had agreed
\sed proposals with the Chief Secretary, Treasury, some for
mentation in April and the remainder in November, which would
tially reduce the loss of benefit to individuals. He believed

or two Conservative Members might still oppose the changes
Prop, ut he expected them to prove acceptable to most of those
Gover t_supporters who had been concerned about the earlier

Pr0pos The Association of Metropolitan Authorities (AMA) had said

that the Q%i@’not believe the proposals could be implemented in April,

but this ¢{ew related to the original proposals and was in his
opinion coMured by the AMA's more general opposition to the savings
being sought. The advice of his consultants was that the revised

Proposals could be-implemented satisfactorily without causing great
administrative 1EE§§>tion.

TlﬁE LORD PRESIDENT O OUNCIL said that the Telecommunications
Bill would run into di ties during its forthcoming Committee

Stage in the House of L¥T A number of senior Conservative back-
b?ﬂﬁh Peers were very con at the private monopoly which the
Bill would establish and w seeking changes. He and the

Chancellor of the Duchy of er, who was in charge of the Bill

in the House of Lords, would ensure that changes were kept
to a minimum.

2

THE PRIME MINISTER said that the monihlzﬂ employment figures, to be
Published later that morning, were dis ting, showing a rise of
120,000 (29,000 seasonally adjusted) in<tfe unemployment total. The
bad weather in January had no doubt been\a factor in the increase,

and monthly figures could in any case be notoriously erratic, but it

would be best in commenting on the figures to set them in the context
of recent increases in numbers employed and thf/emjouraging outlook

indicated by the Confederation of British Indu latest survey.

I? the Secretary of State for Employment's absenqéjia}oad, the

Minister of State, Department of Fmplovment

Should set out the Government's view on the lunch—téﬁégghws broadcasts..
The Cabinet - < §

Took note. <§§9
Y
1 2
ﬁ
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2. THE FOREIGN AND COMMONWEALTH SECRETARY said that the long-term

Prospects for progress in the Lebanon remained poor. The

reconciliation process and the Security Plan were both bogged down.

§Ut the arguments against premature withdrawal of the Multinational
onsultation with the Governments of the other countries contributing

the MNF, to produce conditions in which a withdrawal would be

ible. Meanwhile, indications had been received a week earlier

the Lebanese Government was preparing for military action by the

e army to close the so-called Shuweifat Gap in order to prevent

infiltration of hostile forces into Beirut. Although the

overnment's motives were understandable, the ability of the

Leban agﬁy to achieve success was doubtful. The proposed action

PrevimJS Cﬁjo: orce (MNF) were as strong as ever. Efforts continued, in

case lead to the complete breakdown of the ceasefire

and, at ggiﬁhme time, increase the degree of American military

involveme

: . Because of its isolated position and proximity to the
likely sce

of operations, the British contingent to the MNF would

be put at particularly grave risk. He had therefore taken action

to urge the Amer
Lebanese Gover
would amount to %
would be seriously
which MNF contingen
the same time made it
due consultation, the &
contribution to the MNF. %}
had subsequently both app
them of the dangers, and n
although intelligence sugges
Position to attack at very sh
If the attack went ahead, the
to be caught in exchanges of hea

French and Italian Governments to dissuade the
rom the action proposed, pointing out that it

8 departure from the process of reconciliation,
sive and could precipitate bitter fighting in
pnld be exposed to serious risk; he had at
;;%\that, if the action went ahead without

Oxf e n

N\

pent would have to reconsider Britain's
©United States and French Governments
the Lebanese Government to warn

ary action had yet taken place,

t the Lebanese forces were in a
ice if they decided to do so.
contingent was almost certain
guXire and would have to withdraw

at once from its present position. ough the United States
authorities had approached the Leba vernment in the sense he
had suggested, there were divided co in Washington, and some

influential members of the Administrati obably still favoured

Some form of military action by the Leb&fese army with American
support.

THE MINISTER OF STATE FOR THE ARMED FORCES said that the

British contingent to the MNF continued to car, ‘Qgt its patrolling
responsibilities in Beirut; but the other part [T, remit, guarding
the talks of the ceasefire committee, was in abe <, because the
talks had been interrupted on 16 January and there ¥ /o sign of
their resumption. Militarily the last few days had“bfefiquiet,
although exchanges of fire between rebel forces and

once again demonstrated the extreme vulnerability of th
contingent. If military action to close the Shuweifat Ga
by the Lebanese army, all four MNF contingents would be at
There were up-to-date contingency plans for the urgent extr
the British contingent from its present position, but this co
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heavy fire, especially in view of the fact that the helicopter pads
from which British troops would be flown out were some distance
away across heavily populated urban terrain.

€<:j>n discussion the following points were made -

<€§g§§ a. There was no doubt that, if the Lebanese army took action

to close the Shuweifat Gap, British troops would be at

ecial and unacceptable risk because of their location and
igolation. They might expect some gunfire support from United
t

<;%%;9 slow and complicated operation if the surrounding areas were under

ay¢s forces but ground support was unlikely. It was

re for consideration whether the contingent should be
w awn at once, unless assurances could be obtained from
he icans and from the Lebanese Government that there

woul{be no attack without advance consultation and without
suffidient time for the British contingent to be moved before
the fighting began.

b. Given « ez!ading prospects of a satisfactory political
settlement WIpgfZ\Lebanon, it would be increasingly difficult
to satisfy puand Parliamentary opinion in the United

Kingdom that t ;’5 ltish contingent's continued presence in

Beirut was serviMig/gljustifiable purpose.
i If a withdrawal § decided on, it would be prudent to

withdraw the British gent completely, ie, to the
Sovereign Base Areas us. Once its position in Beirut
had been abandoned, the h force.was unlikely to be

able to return. A unila British withdrawal without the
clearest evidence that Bru roops were in direct danger
would be generally seen as d the way for the withdrawal
of the other European contingeft’syy It would be a serious
blow to President Reagan (who qgﬁﬁa eady under heavy pressure
from leading Democrats in the U States to withdraw the

United States contingent) and wou ‘likely to have a
damaging impact on the United Stat&§-United Kingdom relationship.

d. A telegram just received from Her Majesty's Ambassador
at Beirut reported that he had now been gi assurances from
the Lebanese Government that no attack waézfgbtemplated and
that the British Government would be cons et—before any
such move was made. On the express instruct @
Lebanese Prime Minister, the Lebanese Government
issued a public denial of any intention to lau

THE PRIME MINISTER, summing up the discussion, said t
°n when the safety of the British contingent might requi
Withdrawal and how that withdrawal should be made must 1

e
IlrSt instance with the Commander of the British forces on ot.
Bn'the light of the latest report from Her Majesty's Ambass dﬂééég
€lrut,
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(é?b at this stage on a withdrawal. But the risks remained very real, and

[ the attitude of the United States Administration was still in some

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

r CaPitals of the other countries contributing tc the MNF, and in

: Beirut to reinforce earlier representations. The wording of the

: 6;335 Communication to the United States Government would require careful

| consiceration; but it should be made clear that in the British

‘ Cj;D G9V6rnment's view an attack by the Lebanese army of the kind under
(:::>?15cussion would in effect destroy the mandate under which the MNF

a8 peace-keeping force was operating, and would put the British
<§§§§Iingent in direct and particular danger, and that for these reasons
an attack, or information establishing a clear intention to
such an attack, would be likely to lead to the withdrawal of
the”Brixish contingent.

%b inet -
In the Foreign and Commonwealth Secretary to take

actiyy on the lines indicated by the Prime Minister in
: her summing up.

Falklan ( '
hlﬂwsd THE FOREIGN AND SOMFZ6RWEALTH SECRETARY said that, as agreed in separate
§ lnisterial dlscuseﬂap ction had been taken through the Swiss, as
i;mdous PrOtecFing power foT AMf nite@ gingdom in Argentina, to notify t@e.
Ccér“mez ﬁ?gentlne Governmgnt -’ﬁﬁg\?rlt}sh Gov?rnment's ?ish to hold official
cm,“)2nd 11ate?a1 talks with Ajz'g na with a view to moving towards the
Hichmions Normalisation of relations t had been made clear that the talks
Mte o °*  Should not be secret and vereignty would not, and could not,
€ on the agenda. The Swi assed this message on 26 January
and it had been transmitted Argentine President, Senor Alfonsin,

and to the Argentine Foreign é%g;;g’ Senor Caputo, both of whom were
e

away from Buenos Aires. In a pdb tatement the previous day,
Senor Alfonsin was reported to h 6E;§8posed the establishment of a

: United Nations force on the Falkla ands and a resumption of

Neégotiations about sovereignty unde i4pd Nations auspices, calling
°n the United Kingdom to cease forti e Islands and to lift
¥hat he called "the exclusion zone". Alfonsin had, at the same

time, repeated that Argentina would pres its claim to the Falkland
Slands by peaceful means. At first sight this was an unsatisfactory
' Tesponse to the British approach, but it was too soon to make a
= Considered assessment. Meanwhile, British spo} G
L0 take the line that the British Government wds s
of relations with Argentina through the protect j”} ers, while
Standing by the assurances given to the Islander had endorsed

the need for a better relaticnship with Argentina)- sovereignty

Would not be on the agenda; that the Argentine Goverymeritihad no need

. to seek assurances from the United Kingdom, which had'@ele® had
i aggressive intention: of any kind; and that the Governme s not
| dismissive of the United Nations but saw no role for it he
Falkland Islands. Nothing should be said which might app
Tecognise the Argent.ne claim; but there could be a cautio ome
. for President Alfonein's indication that Argentina had renou the

use of force in relation to the Falkland Islands
The Cabinet -

. 2
: goh e ﬁ(
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MY
iFM& 3: THE PRIME MINISTER said that her meeting with the Italian Prime
< Minister, Signor Craxi, on 26-27 January had shown that the Italian

q;gi% Government had not carried their position forward significantly since the
uropean Council in December. They recognised the strength of the United
ngdon case on the budget inequity, but were still hoping to avoid the
l problem of agricultural surpluses by raising new sources of Community

ce. It would be difficult to get an agreement at the next European
1 in March.

ted that payments from Community funds in the United Kingdom
on milk i =79 had been properly made. The problem had arisen because
tbe Commis€{on had launched infraction proceedings against the United

. K%ngdom in the European Court as a result of the differential pricing of

} milk sold by the Milk Marketing Board for butter production and of skimmed

milk sold by the Mjlk Marketing Board for various uses. The Commission
ad also objecte

THE ME§£5§%§ OF AGRICULTURE, FISHERIES AND FOOD reported that the Commission

o)Yifferential pricing for export. The Government did
o~practices were in breach of the regulations. There
vas, however, a ris the Commission would disallow the payments
Wh}Ch had been made \XY%f fommunity funds in the milk sector in the
pnlted Kingdom from 1980 /ofyards. He intended to meet the dairy industry
: 1m@Ediately in order tol4gz ith the problem. In discussion it was
l Pointed out, on the one q;iﬁxhat the financial implications were very
!
I

Serious, since the amount fadblic expenditure in the United Kingdom from
Commtmity funds which mightﬂl allowed was about £1 billion. The

NOt accept that

. Specific cases of differentia: ing by the dairy industry which had
been attacked were not worth P ng at this cost. There was also a
Continuing risk that this issue be a complicating factor . in the
Wider negotiations within the Co and in relation to United Kingdom
Tefunds. On the other hand, it was d that a change on differential
Pricing might affect the arrangements ween the Milk Marketing Board and

€ pPurchasers of milk from the Board ould make the sales of some
dairy products less competitive. In pragfife dairy co-operatives
€lsewhere in the Community used differen{%%?bpricing. There were many
ar?angements operated by other member states in the agricultural sector
Which were more open to criticism or attack.

TBE PRIME MINISTER, summing up a brief discussi{'?‘%aid that the United
5 of this expenditure

| o . 3 ; '
. ingdom had no intention of accepting the disal SBC
t was important that the discussions which the Mi r of Agriculture,
Tk

Eisheries and Food was having with the dairy 1'.:1c1us“t g uld be carried
. O?Ward, in order to reduce the risk of any proposal isallowance
€ing made by the Commission. <§:€§5
o /
.ty
iklcesltural @

THE MINISTER OF AGRICULTURE, FISHERIES AND FOOD said that t)
1Squiet in the farming industry about the agricultural supp

Proposals for 1984-85 from the European Commission, which in tR
€ National Farmers' Union would lead to a further substantial q

: <
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United Kingdom farmers' incomes. The Commission was proposing a freeze
N support prices for important products such as milk and most cereals.
C;%$§ ?Ey were also proposing corrections of green rates which, for countries
C;§>W1th Positive monetary compensatory amounts including the United Kingdom,
ant a reduction in support prices in national currency. At the Council
Ministers (Agriculture) on 6-7 February he would continue to present
nited Kingdom view that in some surplus sectors reductions in
ity support prices were required. He would oppose, however,

2 s in relation to monetary compensatory amounts or other matters

criminated against the United Kingdom. He would be circulating
is colleagues before the Council. In discussion it was pointed
though it was important to be aware of the disduiet among

fom farmers, this did not call in question the United Kingdom's
es on the control of agricultural expenditure in the
Post-StuttQdrt negotiations. It was important that those in Parliament
and elsewhe¥e who were concerned about Community expenditure and own

! Fésources should be made fully aware of the tough line which the United

o

i
£

rt

Kingdom was alrezfifffking on agriculture in the Community.
’xp(th
. Of
25
e Aning)  THE MINISTER OF AGR , FISHERIES AND FOOD reported that he had been
o FPleeat N touch with the Fre ernment about their intention to reduce the
- Tanee Dumber of entry ports i ance for live animals and fresh pigmeat.
L The United Kingdom's tra e<;£§>un1ike1y to be affected.
Mteg | @
\ln,
o0 THE MINISTER OF AGRICULTURE, ES AND FOOD reported that there had
'°u1rts of €en an adverse judgment of the an Court on certain powers to :
try control imports of poultry which ited Kingdom retained. This did

! Dot affect, however, the present li seng arrangements which applied to

United Kingdom imports of poultry in igxterests of animal health.
Fl‘!ihel'i&s {

THE MINISTER OF AGRICULTURE, FISHERIES AN FOOD reported that the Council

D

Teyy S

lefetous °L Ministers (Fisheries) on 31 January had reached agreement on total
:C(33Q“Ce: all?Wable catches and quotas for 1984. The quangifies agreed were
:""“Q 37ty Satisfactory and the decisions had been welcom the United Kingdom

s “+lgy fishi :
ﬁ‘nutesgons, Shing industry.
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THE SECRETARY OF STATE FOR TRADE AND INDUSTRY said that at the Council
Emdou °f Ministers on 26 January Italian resistance to cuts in their steel
fﬂmncg§<§§ industry had been overcome and agreement had been reached to prolong the
Cm3)3?£h§;;> °mmunity's quota arrangements. The Council had also agreed on the
; lons Sp?nse to United States action on special steels and has asked the
lute 3 Jpission to be in touch with the United States about the latest
‘f\gtion on carbon steels, following the decision by Bethlehem Steel
(@"‘ ation to file an action under section 201 of the United States'
345 _Act against all carbon steel imports. He had obtained the agreement
of Jb'* mmission to further aid for the British Steel Corporation which
a revised plan to go forward later. The restructuring of
teel was also now going ahead following a large reduction in
n's fine on the company for a breach of quota.

—

Took note,

2. Invite Minister of Agriculture, Fisheries and Food
to circulat s¢ Prime Minister, -‘the Lord President of the
Council and thers of the Sub-Committee on European questions
of the Ministe\mgég%nmittee on Defence and Oversea Policy

a note on the Turopgan Commission's agricultural support

Price proposals fd@éf%?%;BS and their implications for the

United Kingdom. €§§9

: +  The Cabinet considered a dum by the Minister of Agriculture,
H;HﬁRE Fisheries and Food (C(84) 2) ab price of liquid milk in England,
L Wales and Northern Ireland.

Tpg MK

TTHE MINISTER OF AGRICULTURE, FISHERIE
2les and Northern Ireland the Gover
and wholesale prices of milk for consum
' Under the existing arrangements, he had iewed prices in the autumn of

I 1983, A statement of the Government's deMsion was now overdue.
‘ Producers' net margins had fallen to about one half of their level in the

FOOD said that in England,
ontrolled the maximum retail
in liquid form. As required

3St two years of the previous Labour administratign; the outlook for
1984-85 yag even more gloomy. Although distribgtomd had received to
date larger cumulative payments than they were &h.' to under
drTangements based on the recommendations of the 3 tants

‘nder Hamlyn and agreed between the Government, t ]

the trade, that over-payment was being rapidly erode@

|

\ PToposed that the maximum retail price of milk should (E

l P a pint from 3 June 1984, and the maximum wholesale pfide

\ 358p a litre from 1 March 1984, The effect would be to ﬁff'= producers
@ little less than one half of the proceeds of the retail -ﬁt" increase
8d to leave distributors neither underpaid or overpaid at e €d of March
1985, Milk producers would receive the equivalent of a prical\iRcrpase of

‘ 14 per cent. Some of his colleagues had argued that such an 145§?= z

Would be wrong because there was substantial over-production of

7
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the European Community and the United Kingdom was arguing in the context

Of discussions of the Common Agricultural Policy (CAP) for a freeze on

milk prices. He did not accept these arguments. Liquid milk prices had

lncreased at a faster rate in other member states of the Community than

1 the United Kingdom, and the average returns to our producers from

k sales were lower than in most other member states. Moreover,

ish milk producers faced serious difficulties. Proposals under

eration within the Community, including the so-called 'super levy'

uction above a stated threshold, would have an effect equivalent
ction in producer prices of between 7 and 8 per cent. The

indu as surprisingly realistic about the need for strong measures
Within %€ CAP to reduce excessive production of milk, but they would
bitter ent what they would regard as unilateral and discriminatory
action b

; Government if Ministers refused to operate fairly the
€Xlsting &xfangements for controlling milk prices.

For the longer term, he would like to get away from the system of
controlling milk prices, as had already happened in Scotland. A decision

10 that sense wofﬂ?\eed careful preparation and staging. Nevertheless,

B e 4 : ; S
he was willing t!\; areate, in announcing the proposed price increases,
that the Government }

ces by the end of 1985 at latest. He was also
stions about milk marketing arrangements; he
A\consultation with other Departments and

ns for discussion with his colleagues by

Proposed to examine thé
Eﬁ bring forward recomm
€ Summer. It would be nrf

; eoery to approach this review, and in
gartlcular its possible ﬁnn{ﬂ’ ions for the future of the Milk Marketing
°ards (MMBs) with the utmos mspection. The MMBs had long been

pf agricultural marketing. At risk
areas; and availability of cheap
whole regional balance of

regarded as the jewel in the é&

Was milk production in remote ax@

fregh milk in the inner cities;
agr1culture.

In discussion, the following main pOE%égéﬁhre made .=

a. Several arguments could be advgggzd against an increase in milk
PTices. Other industries whose prod¥cts were in surplus had had to
accept the need for price reductions. An increase in the price paid
to producers of milk would fail to reflect this economic reality,
and would appear inconsistent with the Bry¥ish)approach in the CAP
negotiations. This point was reinforced Z

: e~fact that it was
likely to be preferable to reform the CAP, aaffected milk
Production, by working through prices rather .-;jz;; such devices as

the proposed 'super levy'. There were other tf than price to .
the System of doorstep delivery of milk, which creat political
Sénsitivity. Perhaps the greatest was competitio the

o f

Supermarkets. An increase in margins paid to distrg s would tend
to strengthen that competition.
b.  On the other hand, the milk producers undeniably £ rious

Problems. The fact that returns to them had fallen shar
that the retail price of milk would have been frozen, unde

8

5
%
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proposals in C(84) 2, between November 1982 and June 1984, would
be powerful arguments against accusations within the Community that
C:g§§ the United Kingdom was inconsistent in her actions. The Minister
C;j? of Agriculture, Fisheries and Food had an extremely difficult task
in conducting successful negotiations on the CAP without arousing
adverse opinion domestically, and in particular within the farming
<§S§§>community; the Cabinet should not without very good cause override

Ci@g;: judgment of the best way of carrying out that task.

Some members of the Cabinet suggested that it would be

ure to announce that the Government intended to abolish
corfro]l of milk prices until the results of the proposed review of
; ma arrangements were available. Against that, it was argued
: that {ze control was fundamentally inconsistent with the
- Goverfgent 's economic philosophy; and that experiencé in Scotland
‘ did no® suggest that abolition of price control elsewhere in the

United Kingdom, on a suitable timescale, would raise insuperable
difficulties,

|
! d. As was N out in C(84) 2, it would be necessary to approach
|
|

@} of milk marketing arrangements with great

circumspection N\947 ghould not be suggested that the Government

. had already deci abolish the MMBs, or radically to alter their

‘ functions. Rather{s¥@dould be pointed out that some reconsideration
of the existing arrdngements was the natural consequence of the

‘ prospective abolition ice control and current disputes within

| , ; the Community concernifi§ pricing arrangements of the MMBs. In

! any public comment all bars, whatever their initial views on

' the merits of the existing Reting system, should be scrupuously

i ~ neutral and make it clear -1/ eventual decisions would be .taken
| dispassionately and on their (i

THE PRIME MINISTER, summing up the di
agreed, on balance, with the proposal
ASrlculture, Fisheries and Food in .C(84
°n the lines set out in the Annex to C(84X 2. In announcing these
?hangES, it should be made clear that the “overnment intended to consult
INterested parties with a view to de-control of milk prices by the end

of 1985 at the latest. It was also agreed that future marketing
arrangements for milk should be examined, but tHK&t Whis should be done
With the utmost circumspection. The examinatio éi::f be carried out by

.

ion, said that the Cabinet
out by the Minister of
Prices should be increased

. officials of the Ministry of Agriculture, Fisheriq ei Food, in
Consultation with other Departments. The Minister™d riculture,

| Fisheries and Food should bring forward the results examination
for discussion by the summer or as soon as possible a at.

! The Cabinet - /©
1.

Agreed that the price of liquid milk should be adj
as proposed in the Annex to C(84) 2.
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2. Invited the Minister of Agriculture, Fisheries and Food,

in announcing the price changes, to say that the Government
C;€S§ intended to consult interested parties with a view to de-control

of milk prices by the end of 1985 at the latest.

in consultation with other Ministers concerned to examine

uture marketing arrangements for milk and to bring forward the
ults of the examination and his recommendations for discussion

yyxhe summer or as soon as possible thereafter.

o
M

<:::>§ 3. Invited the Minister of Agriculture, Fisheries and Food,

Cabinet Office

2 February 1984

£ %

CONFIDENTIAL




