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CONFIDENTIAL 

pjfNTARY 1. The Cabinet were in formed of the business to be taken i n 
the House of Commons dur ing the following week. 

ers' T H E C H A N C E L L O R O F T H E D U C H Y O F L A N C A S T E R said that i t 
was l ike ly that, i f proceedings on the Abo r t i on (Amendment) B i l l 
were r e s t r i c t ed to the t ime al lotted to P r i va te M e m b e r s ' B i l l s , 
even those parts of the B i l l which commanded a wide measure of 
agreement i n the House were unl ike ly to reach the Statute Book. 
It was l ike ly that he would come under p r e s su r e to make Government 
t ime avai lable . 

T H E H O M E S E C R E T A R Y suggested that the Cabinet should rea f f i rm 
the consistent p ract ice of Conservat ive Admin i s t ra t ions not to make 
Government t ime avai lable for P r iva te M e m b e r s ' B i l l s . Otherwise 
there would be continuing dif f iculties i n res i s t ing p r e s su re to 
provide t ime for indiv idua l B i l l s . In b is own f ie ld he had i n m i n d 
the H a r e Cou r s ing (Abolition) B i l l , which r a i s e d contentious i s sues 
between the an ima l lobby and country M e m b e r s . 

In d i scuss ion i t was suggested that i t would be better to defer an 
announcement affecting the G o v e r n m e n t ' s attitude to the p rov i s i on 
of t ime for the Abo r t i on (Amendment) B i l l . T h e r e would be public 
c r i t i c i s m of Pa r l i ament i f no dec i s ion were reached on those 
matters on which there was a wide measure of agreement. The 
possibi l i ty had been canvassed of suspending the ru le to al low debate 
on the B i l l to continue after 2. 30 p m on a F r i d a y . O n the other 
hand, i t was pointed out that the p romote r s of the B i l l had not been 
wil l ing to drop the cont rovers ia l p rov i s ions of the B i l l i n order to 
secure the passage of general ly agreed p rov i s i ons . Two or three 
F r idays r ema ined for debating the B i l l . If act ion were taken to 
suspend the ru le for one B i l l , there would be no defence to pleas 
for s im i l a r act ion on other P r iva te Membe r s ' B i l l s . A c t i o n to 
extend the debate on the Abor t ion (Amendment) B i l l would certa in ly 
bring demands for s im i l a r treatment f r om the supporters of the 
Road T ra f f i c (Seat Belts ) B i l l . 

T H E P R I M E MINISTER, summing up the d i scuss ion , said that i t 
was the c lear view of the Cabinet that Government t ime should not 
be made avai lable, nor should the ru le be suspended, to faci l itate 
the p rog ress of a Pr ivate M e m b e r ' s B i l l . 

The Cabinet -

1. A g r e e d that no Government t ime should be 
made available for any P r i va te M e m b e r ' s B i l l , nor 
should the Government move to suspend the ru le , 
to facil itate the p rogress of such a B i l l . 
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T H E S E C R E T A R Y O F S T A T E F O R E M P L O Y M E N T said that he 
believed that i t might be poss ib le to r each agreement with the 
Opposition that new clauses r e s t r i c t ing trade union immuni t i es 
should be tabled for d i scuss ion at the Report Stage of the 
Employment B i l l and that i t would not prove neces sa ry for the 
Committee Stage of the B i l l to be prolonged. He hoped that nothing 
would be said i n M in i s t e r i a l speeches on the subject which would 
preclude this poss ib i l i ty . 

T H E P R I M E MIN ISTER , summing up a b r i e f d i scuss ion , said that, 
i f such an arrangement could be made through the usua l channels, 
it would faci l itate the passage of the B i l l , while meet ing her 
undertaking that the House as a whole would be able to d i scuss 
the changes that the Government proposed to make i n the B i l l . 

The Cabinet -

2. Took note. 
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2. T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y said that 
Pres ident T i t o ' s death appeared imminent but seemed un l ike ly to be 
accompanied by po l i t i c a l t rouble . A r r angement s were i n hand for 
United K i n g d o m representat ion at the funera l . 

T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y said that the 
Governor , L o r d Soames , was doing a magni f icent job. But the 
situation r e m a i n e d c r i t i c a l and had not been helped by developments 
such as the a r r e s t and t e m p o r a r y detention of M r G a r f i e l d Todd or the 
attempted a s sas s ina t ion of M r Mugabe. P re s ident Nye re re of 
Tanzan ia ' s unjust i f ied c r i t i c i s m s of B r i t i s h po l i cy might make i t 
necessa ry for the United Nations to be further invo lved . The G o v e r n o r ' s 
new powers might do something to cu rb e l e c to r a l in t imidat ion , which was 
being p r a c t i s e d both by M r Mugabe ' s and by B i shop Muzo rewa ' s 
fol lowers. M r Mugabe c l e a r l y enjoyed cons iderab le e l e c to r a l support. 
M r Nkomo was campaigning wel l , but h is m a i n strength l a y with the 
minor i ty Matabele t r i b e . B i shop M u z o r e w a was proving l e s s 
i m p r e s s i v e , although h is pa r ty was we l l o rgan ised and not short of 
money. The e lect ions r e m a i n e d the essent ia l goal of the Gove rnment ' s 
policy, and i t had been mos t helpful that the Home Sec re ta ry had been 
able to agree to s eve r a l hundred m o r e B r i t i s h po l i c emen being sent out 
to ass i s t with e l e c t o r a l a r r angements . A f te r the e lect ions i t would be 
for the Gove rno r to decide whom te invite to f o r m a Gove rnment . He 
v/ould not n e c e s s a r i l y have to choose the l eader of the l a r g e s t party , i f 
another l eader seemed m o r e l i k e l y to command a p a r l i a m e n t a r y 
majority. The only const itut ional l im i t a t i on was that the ho lders of the 
white commun i ty ' s 20 seats could not f o r m an a l l iance except with the 
largest b lack A f r i c a n pa r ty o r combinat ion of such pa r t i e s . 

T H E F O R E I G N A N D C O M M O N W E A L T H S E C R E T A R Y sa id that the 
United States guarantee of Pak i s t an had been r e in fo r ced fol lowing 
D r B r z e z i n s k i ' s v i s i t , although i t r ema ined l e s s strong than the 
Pakistanis wanted. Pak i s tan seemed l i k e l y to seek Saudi A r a b i a n 
money for a r m s purchases and United States money for economic 
development. T h i s would have po l i t i c a l and presentat iona l advantages, 
and might a l so be c o m m e r c i a l l y helpful to the United K ingdom as a 
potential a r m s suppl ier . Meanwhi le i t was to be hoped that the F o r e i g n 
Min i s te r s of the Eu ropean C o m m u n i t y would short ly endorse a B r i t i s h 
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proposal for Afghanistan to be neutralised by international treaty, on 
the model of Austria. The Russians might well not agree (although 
they had withdrawn from Austria in 1955 in return for such a treaty); 
but the unreasonableness of their refusal would help to maintain inter
national hostility to their policy 

THE FOREIGN AND C O M M O N W E A L T H S E C R E T A R Y said that the 
International Olympic Committee's refusal to move the Games away 
from Moscow was regrettable. The United States Government had 
meanwhile held a meeting in Washington of certain Governments 
opposed to Moscow as the site (including the United Kingdom and the 
Federal Republic of Germany but not France), and a further meeting 
was likely to be held later in February. The Brit ish Olympic 
Association was to meet on 4 March, and the Government would need to 
formulate their policy before then. The Secretary of the Cabinet had in 
hand the preparation of a paper for Ministerial consideration. 

In the course of a brief discussion general support was expressed for 
the view that the Government should not do less in relation to the 
Moscow Olympics than they had done in relation to the Brit ish Lions ' 
rugby football tour of South Afr ica : ie Brit ish athletes should be 
advised not to take part. The Government would also need to consider 
their policy on the financial issues involved in British participation in 
the Moscow Games or in any rival games of an international character 
which the Americans might decide to organise; and on the involvement 
of members of the Royal Family. 

The Cabinet -

Took note. 
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3. T H E MINISTER O F A G R I C U L T U R E , F ISHERIES A N D F O O D 
said that the Commis s i on ' s proposa ls for agr icu l ture p r i c e s for 
1980-81 were heavi ly biased against the United K ingdom. It was 
unacceptable that the country which bore the heaviest economic 
burden f r o m the Common A g r i c u l t u r a l P o l i c y should be d i scr iminated 
against i n this way. He would therefore take a tough attitude i n the 
p r e l i m i n a r y d iscuss ions at the meeting of the Counc i l of M in i s t e r s 
(Agr iculture ) on 18 Feb rua ry on l ines which he had explained i n a 
letter dated 13 F e b r u a r y to the F o r e i g n and Commonwealth Secretary 
and other m e m b e r s of the Defence and Ove r sea P o l i c y Committee 
Sub -Commit tee on European Quest ions. On sheepmeat, the F r e n c h 
were due to respond that day to the latest C o m m i s s i o n approach. 
If, as was l ike ly , the r ep ly was unsatisfactory he would p r e s s the 
C o m m i s s i o n to ask the European Court for i n t e r im measures 
designed to br ing speedy F r e n c h compl iance with the law. 

T H E C H A N C E L L O R O F T H E E X C H E Q U E R reported that at the 
Counc i l of M in i s t e r s (Finance) on 11 F e b r u a r y there had been a 
f i r s t d i s cu r s i on of the latest C o m m i s s i o n paper dealing with ways 
of i nc reas ing Community expenditure for the benefit of the 
United K ingdom. He had welcomed the document as providing a 
f ramework within which a satisfactory settlement was poss ib le . 
T h e only other intervention had been an unhelpful one by the F r e n c h 
M in i s t e r of F inance who had argued that the economic situation of 
the United Kingdom had improved through higher North Sea o i l 
p r i c e s so that even what had been on offer at the Dubl in European 
Counc i l was no longer justi f ied. 

In a br ie f d i scuss ion the following points were made -

a . T h e r e was no progress on the budget i s sue . The 
Germans were now saying that, because of Afghanistan, 
they would have new financial commitments eg to a id Tu rkey 
which would reduce thei r abi l i ty to help us . Not much could 
be expected f rom the current round of consultations being 
c a r r i e d out by the Italian F o r e i g n Min i s te r and our 
Ambassador i n Rome had been instructed to r em ind the 
Italian P r i m e Min i s te r , Signer Coss iga , of his assurance 
to the P r i m e Min is te r that he would persona l ly work for a 
settlement. 

b. It was clear that the F r e n c h and the Germans were 
continuing to work c lose ly together. A t the recent F inance 
Counc i l they had prev ious ly agreed on a draft statement about 
agr icu l tura l expenditure designed to guide the Ag r i cu l tu r e 
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Counc i l . Although the Chancel lor of the Exchequer had 
succeeded i n secur ing a reference to the need for a prudent 
p r i c e po l icy and the deletion of an endorsement of the 
C o m m i s s i o n ' s proposa ls , the result ing text was of ve ry 
l i t t le va lue. 

c . T h e heavy burden of the B r i t i s h net contribution to 
the Community Budget came on top of stationing costs of 
B r i t i s h troops i n Ge rmany and the disproportionate B r i t i s h 
contribution to the North At lant ic T r ea ty Organisat ion (NATO) 
Budget, which was geared to re lat ive gross national product 
i n 1948. The country could not support a l l three at present 
l eve l s , and i t might become necessary to consider giving 
our Community partners a c l ea re r understanding of the 
consequences of a fai lure to settle the budget i s s u e . 

T H E P R I M E MIN ISTER, summing up a br ie f d i scuss ion , said that 
the Defence and Ove r sea Po l i cy Committee would shortly need to 
consider the next steps i n budget negotiations. T h e r e would then 
be an opportunity for further d i scuss ion i n Cabinet. 

T H E S E C R E T A R Y O F S T A T E F O R T R A D E said that he hoped to 
hear that day that the C o m m i s s i o n would be wi l l ing to impose 
quotas on impor t s of two of the three synthetic textile products 
for which the United Kingdom had sought safeguard action and to 
commit themselves to s im i l a r act ion on the th i rd product (carpets) 
i f impor t s continued to r i s e . Although this would not satisfy the 
industry , i t gave most of what he had asked for and he would 
propose to announce his acceptance of such an arrangement i n the 
House of Commons , i f possib le by way of an o r a l statement on 
18 F e b r u a r y . If as a resul t of p re s su re , notably f r om the Germans , 
the C o m m i s s i o n were unwil l ing to go this far, the Defence and 
Over sea P o l i c y Commit tee ' s Sub -Committee on European Questions 
would decide on further act ion next week. 

The Cabinet -

Took note. 
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4. T H E S E C R E T A R Y O F S T A T E F O R I N D U S T R Y said that the 
ma in steel pay talks were s t i l l deadlocked, although i t was poss ib le 
that the c ra f t smen and other s m a l l e r unions might agree t e r m s that day. 
T h e r e seemed to be no prospect of an e a r l y solution. 

T H E S E C R E T A R Y O F S T A T E F O R E M P L O Y M E N T sa id that the r o o m 
for manoeuvre was v e r y l i m i t e d . The Iron and Steel T r a d e s 
Confederat ion had re jected a rb i t r a t i on . T h e r e was nothing the 
Gove rnment cou ld do at this stage. 

T H E H O M E S E C R E T A R Y said that m a s s picket ing, i n which a 
contingent of South Y o r k s h i r e m i n e r s l ed by M r A r t h u r S c a r g i l l had 
taken part , had presented ser ious p rob l ems that morn ing at the 
Hadf ie ld plant at Sheff ield; there were a lso p rob l ems on a s m a l l e r 
scale at Sheerness . But the pol ice had the situation wel l under cont ro l 
so f a i , and at Hadf ie lds the morn ing shift had a l l got i n to work. 

T H E S E C R E T A R Y O F S T A T E F O R I N D U S T R Y sa id that B r i t i s h 
Sh ipbu i lders had reached a sett lement with their workforce which would 
cost on average about 11. 5 per cent annual ly, l a r g e l y se l f - f inanced. 
T h i s was a sat i s factory outcome. 

T H E S E C R E T A R Y O F S T A T E F O R T H E E N V I R O N M E N T sa id that a 
Delegate Conference of the G e n e r a l and Mun i c i pa l W o r k e r s Union had 
unexpectedly re jectdd the pay offer of 19. 2 per cent which had been 
made to the four unions i n the indust ry . The Conference had 
ins t ruc ted i ts o f f icers f o r m a l l y to ca l l a str ike on 25 F e b r u a r y . The 
l eade r s were re luctant to do th is , sensing that publ ic opinion would be 
against them, and were looking for a way through. The pos i t ion of the. 
other unions was not yet known. F o r m a l negotiations had not b roken 
down, and i n f o r m a l contacts were a l r eady taking p lace . It might be 
n e c e s s a r y to imp lement the p r ev i ous l y agreed contingency plans at short 
not ice , though i t would be unt ime ly to do so before next week, i n view of 
the poss ib le effects of doing so * n the c l imate for negotiat ions. If i t 
became n e c e s s a r y to do so, he would seek the speci f ic authority of the 
P r i m e M i n i s t e r and the Home Sec re t a ry . 

T H E H O M E S E C R E T A R Y said that the C i v i l Cont ingencies Unit was 
ready to meet at any t ime at e i ther M i n i s t e r i a l o r of f ic ia l l e ve l . 
Because it would take seven days to r e c a l l t roops , and two days for 
t ra in ing , t roops could not be in place on 25 F e b r u a r y i f a str ike began 
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that day, but they cou ld be avai lab le on 27 F e b r u a r y . T h i s would 
probab ly be t ime enough: the water author i t ies were unl ike ly to need to 
c a l l on the help of the troops dur ing the f i r s t day o r two of a s t r ike . A 
State of E m e r g e n c y would not be n e c e s s a r y for the deployment of t roops , 
but might be r e q u i r e d l a te r i n o rde r to mob i l i s e publ ic opinion and to 
protect the l ega l pos i t ion of the water author i t ies . The success of the 
contingency plans would depend c r u c i a l l y on the wi l l ingness of the 
s u p e r v i s o r s to co -ope ra te , and the i r attitude was not yet known. 

T H E S E C R E T A R Y O F S T A T E F O R E N E R G Y said that the union 
negotiators had accepted an offer of 14. 2 per cent, subject to Delegate 
Confe rences . The unions concerned were the same as those i n the 
water indus t ry , and it was poss ib le that a r e v i s ed offer to the water 
worke r s would have r epe r cus s i ons for the gas indust ry . T h i s should be 
borne i n m i n d i n cons ider ing the t iming of any f resh offer. 

T H E S E C R E T A R Y O F S T A T E F O R I N D U S T R Y said that B r i t i s h L e y l a n d 
faced a number of separate c r i s e s a r i s i ng f r o m i ts own cash flow and 
marke t share p rob l ems , the sacking of the union convener , 
M r D e r e k Rob inson , the effects of the steel s t r ike , and i ts cur rent pay 
negotiations. The company had "decided to introduce sho r t - t ime * 
working for 20 -30 , 000 worke r s f r o m 25 F e b r u a r y to conserve cash . 
The B o a r d would face c r u c i a l dec i s ions on\2 M a r c h , when it would meet 
to cons ider whether it was obl iged to modi fy o r even to withdraw the 
present plan. 

T H E M I N I S T E R O F T R A N S P O R T said that the London Upper Docks and 
the conventional berths at T i l b u r y were complete ly stopped by a s t r ike , 
which might l as t for three or four weeks. The r e was no s ign of the 
s t r ike spreading to other ports , and reasonable pay sett lements had 
a l r eady been reached i n some other por ts , notably at Southampton. 

T H E S E C R E T A R Y O F S T A T E F O R S O C I A L S E R V I C E S sa id that the 
L i v e r p o o l hospita l dispute had now been settled A separate p rob l em 
had a r i s e n over the a l lowances paid to m e d i c a l l abora to ry sc ient i f ic 
o f f i ce r s . He had dec ided to bypass the un ion , the A s s o c i a t i o n of 
Sc ient i f ic , T e c h n i c a l and Manage r i a l Staff, whose conduct had been 
d i sg race fu l , by putting the management ' s pay offer into immedia te 
payment without waiting for conc lus ion of a settlement. He was now 
awaiting the reac t ion on the ground; i n m a n y cases the payment might 
l ead to resumpt ion of n o r m a l working but it was poss ib le that some 
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staff would walk out, and this could create a v e r y ser ious situation i n 
some hosp i ta l s . T h e r e were no comparab le d i f f icult ies i n Scotland. 

The Cabinet -

Took note. 

5. The Cabinet cons ide red a m e m o r a n d u m Jay the Chance l l o r of the 
Duchy of L a n c a s t e r , r epor t ing on his consultations with the House 
authorities and others about the dec i s i ons on P a r l i a m e n t a r y pay and 
allowances p rov i s i ona l l y r eached by the Cabinet at i t s prev ious meet ing . 

T H E C H A N C E L L O R O F T H E D U C H Y O F L A N C A S T E R sa id that he had 
met the Execu t i ve of the 1922 C o m m i t t e e , who were sat i s f ied that the i r 
views had been taken ful ly into acconnt on the m a i n i s sue . T h e y had 
urged h i m not to tu rn down def inite ly the r ecommendat ion of the T o p 
Salar ies Rev iew Body ( T S R B ) on t r ave l a l lowances . The Oppos i t ion 
had taken a l e s s helpful l i n e , but cou ld be expected to co -ope ra t e . He 
had a lso consul ted P a r l i a m e n t a r y Counse l , and through h i m the House 
authorit ies , and he was now sat is f ied that there was (as things stood) 
no way i n which an annual debate on P a r l i a m e n t a r y pay could be 
avoided. But he hoped that, as a resu l t of the new rev iew procedure to 
which Cabinet had agreed , and i f i t was accepted that P a r l i a m e n t a r y 
pay and a l lowances would as a mat te r of course be rev iewed annual ly , 
those debates would eventual ly come to take place i n a lower key than i n 
the past. On the quest ion of a l lowances , he had consulted the 
Accountant of the House of C o m m o n s . T h e r e was some scope for 
f lexibi l ity as between s e c r e t a r i a l and r e s e a r c h ass i s tance a l lowances , 
and i t was proposed to exploit th i s . On the quest ion of accountabi l i ty , 
he had been r e a s s u r e d to l e a r n that the F e e s Office had i t s own 
in formal ways of dea l ing with apparent d i s c r epanc i e s i n c l a i m s . He 
proposed, with the co - ope ra t i on of of f ic ia ls f r o m the C i v i l S e rv i ce 
Department and Inland Revenue, and of the F e e s Off ice, to introduce a 
new c l a ims f o r m which would help to avo id abuse. G e n e r a l l y , he 
proposed to pub l i sh the Repo r t of the T S R B and to make a statement 
about the Gove rnment dec i s ions that afternoon. 

In d i s cuss ion a number of points were made -

a. It was genera l l y accepted that i t was imposs i b l e to avoid 
an annual debate on the s a l a r i e s and al lowances of M e m b e r s of 
P a r l i a m e n t (MPs ) . 

b. It was impor tant that M P s should be seen to be accountable 
for the va r i ous s e c r e t a r i a l , r e s e a r c h a s s i s t ance , and t r a ve l 
a l lowances which they c l a i m e d . T h e r e was some r eason to 
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suspect abuse of the s y s t e m by c e r t a i n M P s . T h i s gave r i s e to 
a g rave r i s k of s e r i ou s pub l i c s canda l . M i n i s t e r s had a 
r e s p o n s i b i l i t y to give a l e a d i n t ightening up the p r e sen t s y s t e m . 
The i n f o r m a l methods a l r e a d y u s e d by the F e e s Off ice were to be 
w e l c o m e d , e v e n i f they were n e c e s s a r i l y i n c o m p l e t e . A n y he lp 
which cou ld be g iven by the Inland Revenue would a l so be use fu l ; 
but because m a n y t r a v e l a l l owances were not taxab le , th is m u s t 
n e c e s s a r i l y be l i m i t e d i n scope . T h e in i t i a t i v e s taken by the 
C h a n c e l l o r of the D u c h y of L a n c a s t e r would be the approp r i a t e 
r e sponse at th i s stage. If a s e r i o u s abuse were u n c o v e r e d , i t 
might be n e c e s s a r y to c o n s i d e r p r o s e c u t i n g the M P c o n c e r n e d . 

c . The T S R B had r e c o m m e n d e d that M P s be encouraged to 
make m o r e use of payment through the F e e s Of f ice , r a t h e r than 
d i r e c t payment of s e c r e t a r i e s and r e s e a r c h a s s i s t a n t s . S ince 
this was a spec i f i c r e c o m m e n d a t i o n , i t cou ld not be i g n o r e d , and 
the G o v e r n m e n t should c o m m e n d i t to the House , whi le not 
seek ing to m a k e th i s method manda to ry . 

d . P r e l i m i n a r y ta lks were i n hand on a pos s i b l e i n q u i r y into 
the cos t s of P a r l i a m e n t as a g r eed at C a b i n e t ' s l a s t d i s c u s s i o n . 
One way of r educ ing those cos t s would be to i n c r e a s e the s i ze 
and l i m i t the n u m b e r of cons t i tuenc i e s . But there was no 
chance of do ing th is w i th in the l i f e t ime of the p r e sen t P a r l i a m e n t , 
and the p re sen t was n*yt a suitable t i m e to r a i s e th is subject f o r 
d i s c u s s i o n . 

T H E P R I M E M I N I S T E R , s u m m i n g up the d i s c u s s i o n , s a id that the 
Cabinet a g r e e d that the i r d e c i s i o n s on M P s ' pay and a l l owances should 
be announced i n the House of C o m m o n s that day. T h e y noted the 
outcome of the C h a n c e l l o r of the D u c h y of L a n c a s t e r ' s d i s c u s s i o n s with 
the House au thor i t i e s and o the r s . T h e y a g r eed that he should take 
steps to t ighten up the a d m i n i s t r a t i o n of M P s ' expense a l l owances i n the 
way he suggested . T h e y would r e s u m e the i r d i s c u s s i o n of a poss i b l e 
inqu i ry into the cos t s of P a r l i a m e n t at a l a t e r stage. 

The Cab ine t -

1. T o o k note , with a p p r o v a l , of the P r i m e M i n i s t e r ' s 
s u m m i n g up of the i r d i s c u s s i o n , 

2. Invited the C h a n c e l l o r of the D u c h y of L a n c a s t e r to 
announce the i r d e c i s i o n s to the House of C o m m o n s that 
a f te rnoon. 

Cabinet Off ice 

14 F e b r u a r y 1980 
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^ I K I S T R V O F A G R I C U L T U R E . F I S H E R I E S A N D F O O D 

W H I T E H A L L P L A C E . L O N D O N SWLA 2 H H 

rrington 
ry of State for 
bn and Commonwealth 
[and Commonwealth Off a i rs 

CE PROPOSALS 

nday there is to be a one-day meeting of the Council of Ministers (Agricultu 
wGundeiacn to present the Commission's CAP price proposals. There will 
,se be no time for detailed discussion, but all the Agriculture Ministers 
expected to give their first reactions, both in the Council and to the 
2 T h e WA I w i l l be important, both for the future CAP negotiations 

"the budget negotiation with which in my view they will inevitably 
linked. 

ir to set up the strongest possible negotiating position on the budget 
i obviously got to take a very tough line on the CAP proposals. But it j 
W to be a credible line; it must not be one which will embarrass us 

ouch when we eventually settle; and it should not be overtly linked by 
th the budget negotiation, though the link will be made by others and 
i obvious enough. » 

D propose to state the principle that I am not prepared to agree to 
fils which would increase the financial or economic burden on the UK 

jch discriminate against the UK in any way. I should then review each 
• main proposals against this criterion. I should however take care 
p say specifically that I could not agree to any single proposal that 
ml meet the test: the time will come when we reach a CAP settlement which 
Jus a net benefit overall (just as last year's did, to the tune of over 
1 but in which there are elements that impose a cost on us. 

basis of this principle, the Connussion's proposals measure up very 
They are heavily biased against our interests and would increase 

it resource cost which the policy imposes on our economy. The Commission 
(that they represent a total saving to Community funds of 823 million EUAs 
'pari son with the draft 1980 budget presented last October. But over 

Jhis alleged saving is represented by the co-responsibility levies on milk. 



>h are not a reduction in cost but a new source of revenue. The real saving 
nly about 370 million EUAs, and this net figure conceals an additional cost 
result of the price increases proposed. My officials are preparing a • 

iled analysis of all the proposals for discussion with other Departments, 
the general picture is clear, 
he basis of the general principle I have suggested, my line on the main 
osals would be as follows:-
es Virtually all increases in common prices impose an additional cost on 

•either through the budget or in trade. I should say therefore that, while 
Hgnising the difficulty that a total freeze would produce in a time of 
apid cost inflation, we start with an initial bias against any price increases. 

Particular we are totally opposed to price increases for the commodities 
tructural surplus, milk and sugar. 

B Levies I should oppose the Commission's new proposal exempting the first 
I'OOOkg of milk production by producers in less favoured areas from the proposed 
Wral co-responsibility levy of 1.5%, pointing out~that while this would exempt 
IX of Irish milk production, 30% of Italian and over 20% of French and German, 
•would exempt only 4% of ours. I would however support the principle of a 
•discriminatory general levy, provided it were linked with an unchanged 
btmon price. I would oppose the revised proposal for a super-levy of 84% of 
fee price on milk purchases by dairies above 99% of 1979 levels, on the grounds 
lat it would freeze the existing pattern of production, discriminate against 
•low-cost production, and enshrine and discriminate in favour of existing 
H i us production. 
Her subsidy I would point out that the proposed abolition of the UK butter 
psidy would deprive us of a net benefit of £75m. It discriminates unacceptably 
gainst a method of surplus disposal which affords a benefit to the UK while 
per methods of surplus disposal such as export restitution are left untouched. 
H r Quotas I would oppose the Commission's proposals on sugar quotas since 
hey still discriminate heavily against us (the new proposals give Us a small B 
Ha of about 74,000 tonnes but would still cut our A quota from 1,040,000 to 
HOOO tonnes. This year's UK production is 1,150,000 tonnes. No other 
Htry is being asked to take a comparable cut in current production levelsO, 
Hora will propose that the existing quotas should be extended for one year, 
He there is no time to negotiate new ones before planting takes place and 
He the rise in the world price should in any case greatly cut the cost of 
Ifplus disposal in 1980/81. At this stage I should argue against giving up the 
Jpuggle for quota reduction on a fair basis. In March however I think we should 
Igree to his proposal. It is in my view realistic', and it would have the great 
wantage for us of removing a booby-trap which otherwise lies in wait on 1 July. 
If next year's sugar regime, which begins then, had no quotas because none had 
Jin agreed, the full price guaranteê would apply to all sugar produced, at 
•h greater cost to Community funds and to the UK} 
i§f On beef, the Commission have proposed a new beef suckler cow subsidy, and 
•expected, have made no proposal to continue the UK beef slaughter premium. 
He we have 27 per cent of all beef cows in the Community, and since the 
Tsidy would be financed entirely by Community funds (instead of the 25 per 
Tt contribution they make to the existing premiums) a beef cow subsidy should 

Jprinciple be financially advantageous to us, as well as helping us with our 
•ficulties over producers on marginal land. But the Commission have greatly 
Tuced its potential benefit to us by restricting it to the first 15 cows on 
folding which does not produce milk (which would mean that we received only 

per cent of the expenditure instead of 27 per cent). I would oppose this 
it as discriminating against us. 



s The Commission have proposed for cereals a 2 per cent increase in 
ention prices and a 3.75 per cent increase in target and therefore 

hold prices. This differential is intended to discourage imports. Sf 

•ularly of maize. It would bear disproportionately on us by increasing 
Brice of maize imports and of hard wheat from North America which we need 
Four bread. I would argue against both the price increases and the 
Himination against our interests, and would press for changes in the 
Bis regime so as to discourage intervention buying of breadmaking wheat, 
• have discussed in OD(E). On the related question of phasing out the 

subsidies, on which I have corresponded with others interested, I 
accept no commitment to any reduction so long as the proposal to increase 

rice of maize, the raw material of our maize starch industry, is still on 
•able. • fVJ 

On wine I shall argue that there are no grounds for any price increase, let 
ones which range as high as nearly 4%, for a commodity where there is 

|ably an underlying structural surplus and not a jnere seasonal surplus, as 
oranission imply. 
would of course be a mainly negative line and I should doubtless be challenged 

ay what I would myself propose for reducing the cost of the CAP. At this 
e I would confine myself to saying that there must above all be a policy 
inn restraint over a course of years on prices for commodities in structural 
lus. I would go on to recognise that this would not in the short term 
the problem of rising cost and that other measures must be found to limit 

cost to Community funds. I should point out that the Commission-'s super-levy 
osal for milk has the effect of passing on to member countries themselves 
the shape of their producers) the cost of disposing of new surplus production; 
that I can see no reason in principle why the cost of disposing of existing 
lus production should not also be transferred in part, perhaps on a 
ressive basis, from Community funds to member states through their national 
equers. I would however decline at this stage to be drawn into the detail 
ow this might be done. I do not think we need be at all hesitant about 

ling this fairly aggressive line. The French have just come out with a 
age of counter-proposals on milk which carefully eliminates every measure 

ch is of little or no benefit to them and retains every one from which they 
fit. 

Iore negotiation begins in earnest in March I propose to circulate a paper 
0D(E) setting out my proposals for CAP reform, basically on these lines, 
the progressive transference of cost from Community to national funds. My 
pose would be to formulate an intellectually respectable policy which would 

•ually cut the cost to the Community budget and to us. It would not of course 
• readily negotiable, but the retention of the VAT limit will in my view 
•vitably push the Community in time towards some switch to national financing. 
Our task must be to ensure that such a switch benefits us to the maximum 
possible extent, and this will require very careful attention to the details. 
This however need not be decided now. At present we need only to decide the 
•ne to take next week, and I should be grateful to know if you are content 
with what I have proposed. 
•am sending copies of this letter to the Prime Minister, other members of OD(E) 
Id Sir Robert Armstrong. 

PETER WALKER 




