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2 The I y A 11t (E(80)88) sets out = -
e ba r 1 t i rease liquid milk prices. - e
lo not dispute 1e gen 1 factual ture set out in the ;B Sy
S paper. Alt 1 the yjections are subject to substan- R
] gins OX's > the implied broad orders of magnitude. o e
. I agree t will Dbe crease retail prices within the
next six months. But 1 yse has to be judged in relation
to the in t f assistance injected into the

oth to timing and

industry.
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4 The main factors are:
(a) The RPI and related effects. An early increase of,
vould be the second in 6 months and the

say, 12p ¥
In the 14 months

third since we entered office.
since June 1979 we would have implemented a cumula-
tive increase of 33%. In technical terms the RPI

and food price effects of a further 1%; are relatively
moderate, albeit equal to the estima 1 impact of the

full 1980 CAP price fixing. But in perceived terms
prices are of much greater psychological import-
and an early rise could be particularly damaging
recent nationalised industry announcements

beginning of the new wage round.
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able to take a

It would be desir available.

2 r Hamlyne. ' ort is

Bindes after the accountants' rep suggest : . & ,

decision .,1sﬁes‘§ that the maximum figure at the turn of the year might be
1981 EC price fixing. some 15%, equivalent to 2}p per pint and generating perhaps

ion to the ST maxXimum pressure for an £60 million extra resources for the industry by end-March. A 2p

ad ¢ J

ey . per}i ilk prices coinciding with next increase would be some 12% and give £45-50 million to the industry.
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increase in 11447c when we shall be arguing for

year's price fixing ¥ -mined pricese Conclusion

restraint in Community determined [ e e

We must seek
Relat

in elements in the tim decisions point 12. I recommend that:
e main

rather than in the near

5 i 11 thes
5., I believe a S urn of the year o

%o an increase at the We agree to implement a retail milk price increase
future. at the turn of the year.

Amount of assistance (b) We should defer a decision on the amount until the
3 v autumn when inter alia the first indications of

f rs no options on this ) 2 .

s paper offers p e arad to the conclusions to be drawn from Binder Hamlyn's

S work will be available.

6. The Minister of Agricu%tgrgt. A S
aspect. The range of possibilities in his paper

prgvide the same amount of extra income to the industry before March
1981. They are variants of the same basic option, to provide the
industry with the extra resources it has demanded.

7. This is a generous approach, and I do not believe we can limit
our options in this way. It is not critical to achieve a particular
return by any given moment of time.

8. In current circumstances we must be able to reconcile the posi=-
tion of milk producers with the situation faced by industry and
small businessmen generally. We have not accepted that past rates
of return are an automatic benchmark. Nor is indexation for infla-
tion. What matters is how sectors can cope with, and adapt to, the
present economic climate. The dairy industry, both producers and
distributors, has no right to privileged treatment.

9. Against this background, I do not consider that we should allow H.M. Treasury Chambers
an §xtra £96 million to the industry by March. I see no signs of Parliament Street
imminent collapse. Indeed yields if not numbers of cows are increas-

ing and I consider that a lesser figure would suffice. 4 August 1980

Alternative approach

10. How much assistance i
s a matter of j
of the year an increase of rather B o e v

i 2 more than 1 c

agnzzr:;QOf price movements over the period of%21022130b52d;§i:§2d
gl tiﬂze:;3;: mt}k pr%ce rise. And a somewhat larger increase

of . the current mar;etiigg;::ra SE?Stantial boost during the remainder
better base to face the followin; ;t:ralso giving the industry a
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