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Perm earnlaes in the Unided T iu.'rdom are ¢stimated to hove
aropped laat year in resl *erms by L1% - (the flgure for Scetland
ie said to be 33?!‘:) The winter has ESmn long, herd.end expensive.
Coste during 1978/79 ars expected to riee; weges by l6%, fertil-
izers 15%, chewicels 187 and wmachinery 257. Borprowings have now
reachad £2000 miilion end breught with thew e high interest
burden. Rents have alme increased very sharply indeed.

The @ifference between the resl pound snd the gresan one is
now about 28« s the difference between the green wsrk end the real
cne is ¢ funetion of the ao celled MOA is to eliminate
thie gap d to giva the exportsr his full price in his own reel
ourrency. As a result, German butler which. cosis sbout £1000 a
tonne mora to produce then ours ie etill eble to um te in our
wmarket. The same thing gceurs in other products, ularly
pigmeat from Donwark end beef from Jreland.

Until laat year, member countries weré permitted to adjust
the value of their green currancies mere or less ab will. Last
year, however, when the House of -Coumons pessed the motion calling
for an jmuediete devalustion of 734, difficulbies arcee and
vbjections were wade by those countries who saw their opportupi-
tiss in our warket being reduced.

5ilkin is now prepmared to accepi tha %ﬁ devaluation propoaed
by the Coumission, the Liberals want 10%, the SNP 108, The NP

in asking for 157% believe that nothing sher't of that will repanr
the dmmage that the industry hea suffered.

The wnderteking, whioh I have given with the auihority of
the Shadow Cabinet, that we would within the normal lifetime of
6 Parliament put our own producers in a pos:l.'hion which would enable
them te compete op 15?§1 texms with imports from tho Community
hes the delecths &a we &8 the merite of vagueness. a5 led
many to think that lika Silkin we worry only about todey's prices
and not at ell sbout the soundness of our food induatries or the
prosperity of the cowntryeide. If now we stand aside, the worth

¢f our underteking snd indsed cur underlying gocd feith will be
even more widely questioned.

I mey well be wrong in proposing Gh.rather than 10f but 1t
has 2t least the werzit of being sufficiently cloes to e 5%
which 8ilkin supperts for it 4o be difficult for him to make
much ompital on the food price issue. This is one which in any
event we will have t0 hendle with some care in view cof the fact
that food prices have more than doubled while thiz Governmment
have beagn in offica,

. The minor parties heving plumped for more, would, I think,
find themselves cbliged, me they did last year, %o support us.
————iri

Since wa have no Bu;puly daya available in the near futupe,
T see little point i lloti Bigned by commp

wember © & Front Banch, tho [ome benchera may well
prepese one. T would like the sgreement of my oolleegues to

my saying ab some convenient time that we do not think

and that we would wish fo meke more progrese, by meking !. s 3%,
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I also suggest that vwhen in due course the Government
moves %o talke nota of the Price Review documents, we should
move an eppréprliate amendment of 52

T attach B note on the working of grem currencies end a
table showing how develuations of 0%, 83, 107% and 15% would
pffect the food price index and the RPI.



The Green Currenciaes

An intervertion price is fixed in '"Units gﬁ %gcg;mj' for
thoss producte thet are subject to o Common o% regime. It
is converted not into the resl value of a currency but intoe
that of the sc-celled green cne.

If the green currency is low in relation ic the real ome,
28 in Germany, the prioes received by producers will be arti-
fieially raieed as a result. Conversely, if the value of ihe
green currency is kept high in relation to the real cns {as in
our own cass), the price received by the producers will be
lower.,

4n exporter is paid in the real currency of ihe country
to which he is sending his produce. He is entitled, however,
to receive from the Commission by mesns of an CA, the differ—
ence between the value of *het currency and its green equivalent.

For exemple, = Germen producer can B¢ll produce in Germeny
for the equivelent of 100p, He can export the same anownt 40
the United Kingdom end receives 70p in sterling from the whole=
selsr. On his way home he cells in o the Commlssion in Brussels
%o collect the MCA of 30p in D-lerks, thus receiving in totel
the 100p equivalent that he couwld have in his home market. If,
as often happens, the 30p MCA from the Commission is in fact 351
or wore, as a result of sudden change in exchgnge ratea, the
German exporter is then able %o undercut our home produdsrs
without eny loss ¢ hinself.



Green Pound Devaluations

Devaluationg Food Price Index
5/ EEC Commisamion 1% (1p in &)
and Govermment proposal

8% our proposal .65 [1.6p in &)
10% Iibersl and SNF 2% (2p in &)
propesal

154 N#U proposel 3% (3p in &)

REL
o248

0.32%
0.4

0,5%

HB. Thepe figures are derived from & written snsweyr by Silkin

on 29th January 1979 end the fact that consumer ex]

dibure

on food as a psrocentage of totsl spending wes 22.4% in 1977.

It tekes time for the results of devaluations to work through

o prices in the shops,



