10 DOWNING STREET

From the Private Secretary 23 Mity 1984

Subsidised Food Exports to the Soviet
Union

Thank you for your letter of 21 May,

the contents of which the Prime Minister has
noted.,

[ am copying this letter to Roger Bone
(Foreign and Commonwealth Office) and Richard
Hatfield (Cabinet Office).

David Dawson, Esq.,

Ministry of Agriculture, Fisheries and Food.
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From the Minister's Private Office

Ministry of Agriculture, Fisheries and Food
Whitehall Place London SW1A 2HH
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Thank you for your letter of 5 May.

Nofe 4
2. The American decision to lift their partial grain }6
embargo was regrettable. Once the US embargo had gone, the
Community's restrictions on food sales, which were imposed }ﬁbﬂuf

in support of that embargo, were bound to follow. Vi

34 I agree with you that the line to be taken by our
representatives in the various commodity management
committees (for whose efforts since January 1980 to secure
proper enforcement of the Community embargo I am most grate-
ful) must now be altered to take account of these new '
circumstances. In most cases, 1 agree that it would of be
appropriate for them to decide their line on the basis of
market management considerations and our own economic

interests.

4, At the same time I very much agree that we would want
the Commission in future to take more account than they
have in the past of the potential political sensitivity of
proposals for sales to the USSR. The problem is how to
achieve this. 1 fear that efforts by us to seek agreement
in advance to the principle that the Commission should be
obliged to raise such proposals in COREPER would inevitably

/ founder
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founder on opposition from both the Commission and a number
of member states. It would be better not to try than to

try and fail. 1Instead, I therefore suggest that Sir M
Butler should be instructed to make clear to the Commission
our view that COREPER should be given the opportunity to
consider the poiitical aspects of proposals for export
restitutions on unusually large sales to the Soviet Union

or for especially favourable rates of refund for sales. 1
doubt if he will get a satisfactory answer, but at least

the Commission will have been forewarned that they.will have
trouble on their hands from us if they act in a cavalier
fashion in future. At the same time it is fair to point out
that the Commission are already showing some political
sensitivity by retaining the existing restrictions on

butter sales and keeping in place the new monitoring

arrangements. When I am in Brussels on 18 May I shall try
to have a quiet word with both Thorn and Dalsager to bring

home to them the importance we attach to this issue.

s As to our public presentation, I agree with the line
proposed in the penultimate paragraph of your letter. We
shall also be able to say that we have made clear to the
Commission that member states should be consulted on

proposals for sales which are politically controversial

6. I am copying this minute to the Prime Minister, to

other colleagues on OD and to Sir Robert Armstrong.

[
L
(CARﬁ?NGTON)

Foreign and Commonwealth Office
14 May 1981
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(Mr Parkhouse's minute of 1 May to Mr :Davies and Mr Davies/
minute to Miss Timms refer)
cc: Mr Steel Mr Andrews ~  Mr Myers kO G|y
Ms Nazmon Mrs Archer Mr Wilson
Mr Lebrecht Mr Catford Mr Parkhouse
Mr Robbs Mr Dixon Mr Sewell S:ng
Mr Davies Mr Hadley Mr Wilkes b

Mr Griffiths
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The Rt Hon The Lord Carrington KCMG MC / / MJ‘\/

Secretary of State for Forei

and Commonwealth Affairs

Foreign and Commonwealth Offi L
Downing Street ' L
London SW1A 2AL

1
SALES OF FOOD TO THE USSR =
Last week's meeting of COREPER concluded that the Foreign Affairs
Council's resolution of 15 January 1980 was no longer applicable
as a result of the American decision to lift their embargo on grain -
sales to Russia. Consequently, as agreed following the discussion !
in Cabinet yesterday, our representative abstained when the Cereals
Managenment Committee voted on a proposal to resume sales of cereals to
Russia on the grounds that we objected to the way the issue had been
handled by the Commission., We now have to decide the general line
for our officials to take in Management Committees on proposals
involving export refunds on sales to the Russians.

I understand you think that, as the United Kingdom has accepted the
cancellation of the 1980 Council resolution (albeit objecting to

the way this has been done), it would be inconsistent for us to
maintain our general opposition to proposals for reflunds on exports
to Russia. Without the cover of the Council resolution it would not
be sensible for us to continue to oppose export refunds that might
apply to sales to Russia in the Management Committees. Indeed, it
would considerably weaken our ability to influence decisions in
support of British interests and a reasaonable Community policy.

Now that the embargo has been lif &d I think that, in determining our

line in the Management Committees/ éxport refunds that might apply to
sales to Russia, we should be guided primarily by market management
criteria, unless there are exceptional circumstances of a politically
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cantroversial nature such as a proposal for the export to Russia of
unusually large quantities of a product or for especially favourable
rates of refund for Russia. Iu such circumstances I agree with the
suggestion in your telegram No 364 of 20 April to Brussels that

the Commission should inform COREFER so that the political aspects
can be considered before a proposal is voted on in the Management
Committees. In such cases our line in the Committees would be
determined in the light of the discussion in COREFPER, However, the
principle that the Commission should inform COREPER in such cases
will first have to be agreed in COREFPER or in the Foreign Affairs
Council. Without such agreement it will be pointless for our
Management Committee representatives to argue against such proposals
being put to the vote,

In the case of butter we should clearly support the Commission's stated
intention to retain the existing restrictions on exports to Russia

in present market conditions. If; as is to be expected, Communi ty
stocks build up again following irncreased summer milk production, it
would not be unreasonable, on market management grounds, for the
Comnission to propose refunds on sales to Russia, But here again

I agree that before a decision is taken the Commission should consult

CORETER.

It is helpful that tie Commission are proposing to maintain the
monitoring arrangements which have been set up since the invasion of
Afghanistan. Bearing in mind the possibility of Russian action in
Poland leading to a renewed embargo to Russia, I think we should
support the Commission on this.

In reply to questions in Parliament and elsewhere we might say that,
with the lifting of the US embargo and cancellation of the 1980 Council
resolution, it would normally be appropriate to determine our line

in the Management Committees on the basis of market considerations.
This does not represent any change in our attitude to the Soviet
invasion of Afghanistan. To act otherwise would seriously limit our
capacity to safeguard our interests in the Management Committees. We
could also point out that even with the refunds sales to Russia would
not be below world prices,

I should be glad to know as soon as possible if you agree with what
I have suggested above. I am sending copiles of this letter to the
Prime Minister, to the other members of OD and to Sir Robert Armstrong.
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RETYPED COPY

LETTER FROM OFFICE OF THE UNITED KINGDOM PERMANENT REPRESENTATIVE
TO THE EUROPEAN COMMUNITIES TO M. CLAUDE VILLAIN (DIRECTOR-
GENERAL) DG VI ON 3 JULY 1981

SUBSIDISED EXPORTS TO THE SOVIET UNION

"Following the Community's decision of 30 April to 1lift restrictions

on grain sales to the Soviet Union, my authorities have been giving

thought to the lessons to be drawn from the embargo for the handling
of future decisions on agricultural exports to the Soviet Union.

We very much welcomed the Commission's recognition, embodied in the
assurances given at the Foreign Affairs Councils of 15 January 1980
and 17 March 1981, that member states should be kept fully informed
at the political level and, where appropriate, consulted when agri-
cultural exports had clear political implications.

Routine decisions concerning sales to the Soviet Union are now once
again being taken in management committees on the basis of market
management considerations and we should not wish to suggest any
change to this practice. Nonetheless, in the light of the Community's
concern at Soviet conduct internationally, such sales are found to
remain a sensitive matter and their political implicatiosn cannot

be ignored., This leads us to the conclusion that, in the case of
proposals for export restitutions on unusually large sales to the
Soviet Union or for especially favourable rates of refund for such
sales, it will be appropriate for Coreper to continue to be given
the opportunity to consider the political aspects before decisions
are reached. This would ensure that major decisions on agricultural
exports to the Soviet Union were consistent with the Community's
political aims.

The excellent co-operation between the Commission and Council insti-
tutions over the past 18 months, on the basis of the assurances to
which I referred above, lead us to believe that such a procedure
should be acceptable, and I should be grateful if you would draw
these views to the attention of the Commission."







