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From the Prixaie Secretary 1 O c t ober 1979 


Your M i n i s t e r c a l l e d on the Prime M i n i s t e r at 1430 

hours today t o d i s c u s s the s t a t e o f B r i t i s h a g r i c u l t u r e . 

They were l a t e r j o i n e d by Mr. Buchanan Smith t o d i s c u s s 

f i s h e r i e s problems; we w i l l be w r i t i n g t o you s e p a r a t e l y 

about t h a t . 


Mr. Walker s a i d t h a t he was e x t r e m e l y concerned about 

the g e n e r a l s t a t e of the a g r i c u l t u r a l i n d u s t r y , and he wan

t e d t o be s u r e t h a t the Prime M i n i s t e r f u l l y a p p r e c i a t e d 

the s e r i o u s n e s s o f the p o s i t i o n . The C o n s e r v a t i v e P a r t y had 

s e v e r e l y c r i t i c i s e d Labour d u r i n g the E l e c t i o n campaign 

f o r h a v i n g undermined t h e i n d u s t r y - by a l l o w i n g i nvestment 

and p r o f i t a b i l i t y t o d e c l i n e . In s p i t e of the two Green 

Pound d e v a l u a t i o n s t h i s y e a r , and the i n c r e a s e i n farm 

p r i c e s , farmers were now f a c e d w i t h the p r o s p e c t o f lower 

incomes than at any time s i n c e 1973. The i n d e x o f farm 

incomes was f o r e c a s t t o be down to 76 f o r 1979, compared w i t h 

90 i n 1978 and 105 i n 1977 - and h i g h e r s t i l  l i n the p r e c e d 

i n g y e a r s . As a consequence, bank b o r r o w i n g s by a g r i c u l t u r e 

had r i s e n v e r y c o n s i d e r a b l y ; and u n l e s s s t e p s were taken 

t o improve the p o s i t i o n , t h e r e was l i k e l y t o be a s u b s t a n 

t i a l downturn i n investment and c u t back i n p r o d u c t i o n . ,Tho 

p o l i t i c a l r e a c t i o n o f the f a r m i n g community, which had been 

l e d t o b e l i e v e t h a t the Government would b r i n g about an 

improvement i n i t s p o s i t i o n , would be immense. The r e a s o n 

f o r the d e t e r i o r a t i n g p o s i t i o n was t h a t c o s t s had r i s e n by 

more than t w i c e the amount t h a t c o u l d be a t t r i b u t e d t o t h e 

Green Pound d e v a l u a t i o n s and t h e p r i c e i n c r e a s e s . 


!Jr. Walker went on t o say t h a t o t h e r Governments i n t h e 

E.E.C. were i n c r e a s i n g t h e i r budgetary suppor t f o r a g r i c u l 

t u r e . T h i s was p a r t i c u l a r l y the case w i t h the F r e n c h . By 

c o n t r a s t , i  t was b e i n g proposed by the T r e a s u r y t h a t MAFF's 

budget s h o u l d be cut - f o r example, w i t h a r e d u c t i o n i n 

c a p i t a l g r a n t s and h i l  l farm s u b s i d i e s . I f the p o l i c y o f 

c u t t i n g back U.K. a g r i c u l t u r a l s u p p o r t were pursued, w h i l e 

o t h e r c o u n t r i e s ' s u p p o r t measures i n c r e a s e d , t h i s would almost 

c e r t a i n l y l e a d t o l e s s p r o d u c t i o n i n t h e UK and l a r g e r i m p o r t s 

from Europe. 


/ The Prime M i n i s t e r 




The Prime M i n i s t e r noted what Mr. Walker had s a i d . But 

she e x p r e s s e d s e r i o u s doubts about h i s a n a l y s i s . In t h e f i r s t 

p l a c e , she q u e s t i o n e d the r e a l i s m of the MAFF f o r e c a s t f o r 

f a r m e r s ' incomes i n the c u r r e n t y e a r - e s p e c i a l l y g i v e n t h a t 

the h a r v e s t was l i k e l y t o be at l e a s t as good as the p r e v i o u s 

y e a r ' s . S e c o n d l y , she p o i n t e d out t h a t , whereas the C o n s e r v a t i v e 

M a n i f e s t o had i n d i c a t e d t h a t the Government would " d e v a l u e the 

Green Pound w i t h i n the normal l i f e t i m e o f a P a r l i a m e n t t o a 

p o i n t which would e n a b l e our p r o d u c e r s t o compete on l e v e l 

terms w i t h those i n the r e s t o f the Community", t h e Government 

had i n f a c t a c h i e v e d t h i s w i t h i n months o f the E l e c t i o n . I t 

c o u l d not t h e r e f o r e be s a i d t h a t the Government were n e g l e c t i n g 

the f a r m e r s ' i n t e r e s t s . T h i r d l y , she c o u l d not a c c e p t t h a t 

p r i c e s s h o u l d be i n c r e a s e d f o r p r o d u c t s which were i n s u r p l u s . 

Thus, she would f i n d i t very hard t o go a l o n g w i t h Mr. Walker's 

p r o p o s a l t o i n c r e a s e the p r i c e o f m i l k at. a t i m e when a v e r y 

s u b s t a n t i a l p a r t o f the UK's m i l k p r o d u c t i o n was g o i n g i n t o 

i n t e r v e n t i o n . F o u r t h l y , she c o u l d not accept the argument 

t h a t , because o t h e r c o u n t r i e s were i n c r e a s i n g t h e i r a g r i c u l t u r a l 

s u b s i d i e s , the UK s h o u l d do the same. E f f o r t s s h o u l d be made 

throu g h the Commission t o put a h a l t t o t h e e s c a l a t i o n o f 

such s u b s i d i e s r a t h e r than t r y t o match them. Moreover, t h e 

argument t h a t MAFF e x p e n d i t u r e s h o u l d be i n c r e a s e d i g n o r e d the 

o v e r a l l budgetary c o n s t r a i n t s w i t h i n which the C h a n c e l l o r was 

o p e r a t i n g . F i f t h l y , she d i d not f e e l t h a t Mr. Walker was 

g i v i n g s u f f i c i e n t weight t o the i n t e r e s t s of consumers. A major 

p r i o r i t y f o r the Government must be t o get the r a t e o f i n f l a t i o n 

down, and p o l i c y i n r e s p e c t o f a g r i c u l t u r e must c o n t r i b u t e t o 

t h i s . 


Mr. Walker s a i d t h a t he was e q u a l l y d e t e r m i n e d to a v o i d 

unnecessary p r i c e i n c r e a s e s o r e x p e n d i t u r e . At t h e same t i m e , 

however, he d i d not b e l i e v e t h a t the P r ime M i n i s t e r ' s s t r i c t u r e s 

were j u s t i f i e d , and he remained very concerned about t h e p r o s p e c t s 

f o r the i n d u s t r y . I t was c l e a r l y e s s e n t i a l t h a t t h e CAP be 

r e formed; but f o r t h i s he needed the c o - o p e r a t i o n o f o t h e r 

a g r i c u l t u r a l M i n i s t e r s . He proposed t o submit t o t h e P r ime 

M i n i s t e r a p o s i t i o n paper on t h e s t a t e o f B r i t i s h a g r i c u l t u r e 

which he hoped t h e Prime M i n i s t e r would be w i l l i n g t o d i s c u s s 

w i t h him. T h i s would i n c l u d e f i g u r e s on farm incomes, and a 

commodity-by-commodity a n a l y s i s . The P r ime M i n i s t e r s a i d t h a t 

she would be g l a d t o see such a paper, and t o have a f u r t h e r 

d i s c u s s i o n w i t h Mr. Walker i n due c o u r s e . 


I am s e n d i n g a copy o f t h i s l e t t e r t o M a r t i n V i l e ( C a b i n e t 

O f f i c e ) . 


T. P. LANKESTER 


G.R. Waters, Esq., 

M i n i s t r y	 o f A g r i c u J T i od. 

> . -J Ar» 1 



PRIME MINISTER 


P e t e r Walker has 

req u e s t e d an hour w i t h you 

b e f o r e the P a r t y Conference 

A p p a r e n t l y you agreed to 

t h i s i n Cab i n e t one day. 


The two p o i n t s he wishes 

to d i s c u s s a r e : 

( i ) Assessment of 

European a g r i c u l t u r e ; 


and 


( i i ) F i s h e r i e s . 


Mr. Walker would be most 

g r a t e f u l i f you would agree 

to A l i c k Buchanan-Smith 

a t t e n d i n g the l a t t e r h a l f of 

t h i s meeting? 


QJf. 

11 September 1979 



