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PROCEDURES FOR THE COMMUNITY 'S AGRICULTURAL ‘
PRICE-FIXING :

Memorandum by the Minlster of Agriculture, Fisherles and Food /

1, In March tha Ministerial Commitiee oo Eurcpesn fmestions ssked
officials to prepare a paper on the Commuuity's machinery for geciding
agricultural prices, The ideas znd conclugions in the attechad paper by
my officials have been discuseed in that Comumnittee and wers broadly
endorsed. A atudy of our strategy for next year!s price-fixing {including
the guestian of the Grean Pound) 1a being made separately and will ba
considered by Minipters before the summer receas, In the meantime I
comeider that the changes in procedure propesed in the attached papar

should be helpful,

o o e, —

2. Changes in procedure to our benefit normally have to be negatiated
and it iz necessary to judge whethoy the price would be worthwhile. As
wa shall hold the Prosidency in the flrst half of 1977, however, wo should !
be able to ensure that the discussion of the price proposaly 1 better |
structured and that reasonable consideration is giver to the Presidency's
compromlse (paragraphe 10-11 of the attached paper). Similarly we ghould

i then be in a good position to reinforce our abjeckive of increasing the

g Council's awaraness of the budgetary cost and the coet to congumers, whether
or not our more irnmediate and specific propasale (paragraphs 8+9 of the
attachod paper} on theye aapects are accepted.

e

| 3. On our own arrangements for next year's negotiation Cabinet han

n already agresd on the need far a clear remit, The timing of the Council
meéeotings in 1977, which I have propoeed separately, is intended to allow
adeguate opportunity for refsrence back to colleagues, I have aleo made
clear that I would welcome representation from other Departments, i
particularly in the final sepsions when there may be a stronp political will :
on the part of other Member Statens to reach agroemeat and, as on the last .
occasion, it would be disadvantageous to the United Kingdom to break off, I

4, I recomimend that my colleagues andorse the procedural objectives
in paragraphe 912 of the attached paper.
TF P .

Ministry of Agriculture, Fisheries and Foad |
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" ANNEX |
PROCEDURE FOR THE COMMUNITY'S AGRICUITURAL PRICE FIXING
NOTE BY THE MINISTRY OF ACRICULTURE, FISHERIES AND FOOD

Introdustion

1 The Ministerial Comwittee on Europesn Questions declded on

18 March tﬁat officials should prepere & paper on the Community
machinery for deciding agricultural prices., Thie subject was
also dealt with in a memorandum put to the Cabinat by the then
Foreign and Commonwealth Secretary (C{(76)41}. '
2 'This paper deals only with the procedural questions. A furshaer
paper on ocur strategy and objectives for the 1977 price~fixing
has already been reguested by the Committee on European Questions
and will be provided well before the summer recess, In the
meantime we have amsumed the continuation of the United Kingdomts
baric objectives towards i -ovements in the operation of the
common agricultural polic: shich were congldered in detail by
Ministers last year., |
Community machinery for deciding sgricultural prices

3 Om the bapis of data supplied by the member states the Commisaion
increase in costs on e sample of "reference

eotimates each year the
Yarms* &nd the trend in farm income in relation Yo incomes outside

ggriculbure. This information is uwsed to calculate the average
increase Iin Community support prices which the Commission wiil
propose, after making sllowance for increased preductivity and
taking aceount of any changes in the agriculturel refersnce rates
for the currendy of the @ifferent member states. The proposals
for price changea, however, alec reflect the Commisefon’s financisl
and pelitical judgement, In particuler, the Commission clearly hae
‘three important objlectives. PFirat, they would not wish to put
forward price proposals which are demonsirably unnegotiable or
are likely to stir up substential politicel discontent.

Bevondly, they are committed to maintain cr improve the balanca

in the market for individual commodities; experience shows that
the Commisaion (for example, in the sugar shortage end in its
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propoeals on milk prices) ip generslly more ready than the membes
states, taken collectively, %o tackle these imbalances, ThirdlFs
they are conscloua of the high pudgatary coat of the common
agricultural policy although, unlike the Unlted Kingdom, they a9
perhape most concerned about the big increasses in expenditurs
resulting from declines in the market value of currencies withod¥
porrespording ad justments in the agricultural representative rﬂ'“":
For all theme reasons the price proposels may be expected to P8
heavily tailored from the original crude estimate of agrinul‘li“r“l
coste and incomes. We cen influence the Commiseion's proposal?
through our day to day contacte with them and in the final stage?®
through the United Kingdom Commisgioners.

4 The Commisaion aime to present its proposals on agricul‘burﬂl ‘
suppart and prices to the Council of Agriculiural Ministers i%
Decembers FEven after one or two general discussionas, at leas®
two pubgtantive negctiating pessions of the Council are need®d
before sgreement can be reached in Febrvary or March, It 1e ver?
difficult and usee a large stock of negotilating capital for &
single member state to intreduce into the packege m completely
new element, We ars much more likely to be succemsful if we work
by irying to steer existing arrangements or proposals in a
direction which gsuits ue rather than %o oppogs them cutright pnd
forward something quite different. IV is better, tor exampler
Yo exert pressure to contain increasee in support through the
existing Dechanismn than to argue for exactly comparmbla suppof¥
through a different mechanism,

5 Undsr the present procedurs there are normelly two gppnrtm‘lﬂiﬂ
for ad justment of the Commission*e propnesls - the Presidency'®
compromise and the Commission's own compromise whick forms the®
basis of the final negotlation., TIhe Presidency's compromise ig 8
trial bslloon used by the Commiseion but it does give & chance ¥
intreduce & very limited number of new elemente and to restraid w
more gxcéeseive demanda,
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Popsible changer in procedure and machinery

£ We have considered poasible chmanges in the machinery for

fixing Community agricultural prices under four hemdings - the
preparation and use of date; bringing to bear the buigetary
consequencesd; bringing to bear the ceonseguences for resdurca
copts; and the organisation of the negotiationa and use 0f the
Pregidency compromise., Some of these changes could be useful,

They can never be, however, a substltute for progress on the issues
of substance. It is not poasible to substentially disturb the
balance without a major poli%ical row within the Commwnlty which
would splll over not only inta the monetary arrangements Trom which
we benefit bub also into other areas of Community policye

7 Preparation and use of data, We have already teken oheps to
follaw up ouwr suggestion during the last price negetiations that

there should be Tuller consultations with the member statea ahout
The Commissiont's objective method calculations bhefore the resulis
are carried forward as the basis for price proposals., Improvements
can be made in the preparatory work on the ohjective method for
determining the level of support price luereases judged o be
necegssary 0 keep earninge on modernised farms moving in lina

with non-farm earnings. Work is in hand in the Agrlcultwrul
Departments to consider whether we could suggest to the Commlesion
improvements in the date end the methodology, Other Depariments
with an interest in agriculturel price questions are welcome to
participate fully in this work, We heve already taken part in
discussions on the construction of an index of egricultwral incomes,
which could provide a useful check on the Commispion's particuler
price proposals or on demends by other member states for bigger
changes,

8 The budgetary conseguences of changes in agriculiural support end
prices. Although the Commission smete out the budgetary COnsequencss
af its propopals,we believe that this can be improved amd applied

$0 a longar period of yesrs. We have considered whether the final
package might be negotisted in a joint session of Agriculture and
Pinance Minlesters but, whether or not this would he beneficinl

to ue, we are sure thet it would not be negotiable with other
member states., We believe, however, that it would be adVantageous
to us to have an arrangement by which the eollective view of
Firance Minlsters could be brought to bear on all member s8tatep and
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on the Commiassion at the time when price proposals are being formed.
This polnts to a jolnt meeting of Finance and Agriculture Winisters
in the late autuwmn to considar the economlc and bvudgetary factors
which should influcnce the price proposals mnd the subsequent
decieionsg on them. Such a8 meeting could reinforee the argumente
for rastraint on public expenditure but we must recognise that

14 could not set specific limits within which expenditure would be
contained., The idea alsp has some riska for the United Kingdom
Biﬁca the expenditure on monetary compensstory mmounts, from

which we are currently one of the chief bhenefirciaries through import
subgldles on our feod, would inevitably he one of the firet areas
where the Council would look for pavings, and there are other areas
where we have favoured higher bulgetary coats In the interest of
conswmers, The proposal had a mixed reception mt the Joint Foreign/ |
Finance Ministers' Council in April when the Irish and the French :
obiected to it but we should pursue it, while recogmising the
potential problems for us. Alternatively, there could be a meeting

¢f Finence Mintsters after the proposals are published, This would be
eseler to arrange next year, ag we have the Presidency, but on

belance it would prabably increase the risk of pressure on the
monetary arrangements,

g The resource costs of the common agrdcultural poliecy., In

Joining the Commumity the United Kingdom accepted the fumdamentals

of the common agricultural policy and ite central place in Commurity
politicae, Although we sought improvemente in renegotiation and

are continmudng to seek improvements, we have to recogniee that

other member states regard the overall resource costs ap tolerable,
even though they may be critieal of particular aspects of the
arrangements, They regard pome misuse of resources by economic N
ptandarde as pari of the price $o be pald for political stablility,
Ageinet this background our approach must be to securs recognition
that the exireme cases of rescurce misuse lie in the production

of purpluses. We should continue to press for the improvement
of;market regimes - and we have already made progress in this
direction in the beef sector — but it would be wrong to concentrate
on'mechaniews to the excliusion of better price decimions. In all
the sectors where surpluses arise at present - nilk, durum whest,
olive oil and tobacco = it is the level of returns available to

the producer rather then the mechenism for achieving these returns
which is the primery cause. We should therefore continue to press

A
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the Commisgion to set out in their price proposals their assessment
of respurce costs, esperially in those sectors where they are
praposing special meagures to restore or msintain 2 balance in the
market, The need %o deal with the structural surplus in the milk:
sector is of parbiculer importance and our objective must be to ensure
that the proposed arrangemenis for the financisl co=reaponaibility

of producers, which the Council is due to discuss before September,
are effective and are not subsequenily undermined by price

decirions. We need also to represent o the Commissien the

need to consult thoroughly with consumer &a well as producer
representativea when their price proposals are being drawn up.

This may help us in attempting to represent the consumer point

of view when the Council considere prices, It would alms be

helpful 1if our negotiating team included B representative From

the Department of Prices and Consumer Frotection.

10 Orgenisstion of the nesotiations. In the past the Couneil
fiscussions have Gfﬁen-gﬁen badly structursd. Oceoupying the
Pregideney, wa should be well placed to influence this so that

the Comnissionte Proposale are considered ae methodically ap

pozzible by the Council and ita pubordinete bodiea, From the
practicel peint of view we should seck to improve the working hours

of the Councll, It eould alse be ugeful to =seek for & wider

medaeure of delegatfon to the Speclal Committee on Agriculture of
decislons on the smeller issues. It Is obvious that the final

package conasidered by Ministers is not anly substantial but alec

very complicated. It is possible that through owr own Presidency

we ecan make some mmall progress in reducing this load. While in ihe
FPresidency we may be able, however, to provide more time for
conaideration of the varifous compromise peckages which tend to
emerge during the final estages and te ensure that attention is
given to the economie and budgetary implicetions, i1t will also be
part of our duties to ensure that a ssitlament iz reachsed without

undue delsy,

11 We ghall need to consider further our tactice during the
Presidency. In particular, we shell have to decide how we hendle
the pregentatlion and content of the Presidency's comppamisa
proposel during the nagotiation of the package., The two moet
recent compromieges from the Presidency fell very flat indeed.
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We carhot lay down any fixed rules in advance but we should Hry #
fer as posslble to ensure that the Presidency's compromise is '

properly considered at a full meeting rather than lost in the 1114

melée. We have proposed a pattern of Council dates which would

allow for thise. On balance it secemz likely to be o ow advan“ﬂ.-_ .

to try to increase the importance of the Presidency®s document

year 88 the most likely opportunity for continuing to exert 3|

ragtreint on price increases in the final atsoges.

12 The Cabinet agreed on 11 March that it would be desirable

for the Kinisterial Committee on European Quesitions to be as
precise ae possible about negotiating limits when giving guidant®’
to negotiations about farm prices and the saxtent to which refer
back might bé'required. We believe that the pattern of Council
meetings which we have propoped for the 1977 price~fixing will
make clear when the final settlement ie likely to be reached.

The Minister of Agriculture, Fisheries and Food has already

indjcated that he would welcome the presence of Ministers or !

senior officials from other interested lepertmenis at the point

when decisions on the final package may have to be reached in

Bruseela if we are to get the best settlement,

CONCLUSICN .

13 This paper demls only with the procedural issuep, A Ffurthsr

etudy of owr strategy for %the 1977 price~fixing, including owr B

handling of the Presidency and the monetary gquestions, will be

reguired. In the meantime we cohsider that -
{i) we should press for fuller consultetion between the
Commiséion and member states bhefore the results of the
Commission's statlstical and economic siudles are carried
forward ag the hasie for price proposals;

{ii1) we should seek improvements in the Commissionte presen‘baﬂ”
of the budgetary consequences of price prﬂposals'

(111) we should seek to establish regulsr joint Councile of
Finance and Agriculture Ninisters to consider the budgetary
and economic implicationa of Community agricultursl =support
the Commission's price proposals are finalisedy

(iv) we should press the Commission to set out in thelr price

1!

+ i

proposalyg an asgessment of resource cosis end to conesult A

congumer organisations when they are formulating their prope
(v} we should try to mske the maximum use of the Premidency™®
compromies in the negotiation of the price package;

&

'
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v (vi} we should so arrange the meetings of the Councils of
Mimisters (Agriculture) during our Prepidency that there is
adequate opporiunity for refarence back to capitals in the
negotiating stazes, In the final seseions it wouwld be
desirabla for junior Ministere or senior officiale of other
interested Departmenis o be in the United Kingdom negotiating
team,

We recommend thet these proporals, et out more fully in

paragraphs 7 4o 12, should help towards the efficient conduct

of the price negotiations in our interest end that we should -
therefore put J_them Torward.

7 June 1976
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