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C O N F I D E N T I A L 
RECORD OF A MEETING BETWEEN THE PRIME MINISTER AND THE PRIME 

MINISTER OF AUSTRALIA, THE RT. HON. MALCOLM FRASER, HELD IN 

PARLIAMENT HOUSE, CANBERRA ON SUNDAY, 1 JULY, 1979, AT 1500 


P r e s e n t : 


The Prime M i n i s t e r The Rt. Hon. M a l c o l m F r a s e r 


S i r John Hunt The Hon. Ian S i n c l a i r , M.P. 


S i r Donald T e b b i t S e n a t o r C a r r i c k 


S i r J a c k Rampton The Hon. Anthony S t r e e t , M.P. 

Mr. H.A. Dudgeon The Hon. P e t e r N i x o n , M.P. 

Mr. C.A. Whitmore The Hon. John Howard, M.P. 

Mr. D. W o l f s o n S e n a t o r G u i l f o y l e 

Mr. B.G. C a r t l e d g e The Hon. E r i c Robinson, M.P. 

The Hon. M a l c o l m M a c K e l l a r , M.P 

The Hon. V i c t o r G a r l a n d , M.P. 

S i r G e o f f r e y Yeend 

Mr. N i c h o l a s P a r k i n s o n 

S i r Gordon F r e e t h 


A f t e r f o r m a l l y welcoming the P r i m e M i n i s t e r , Mr. F r a s e r 


o b s e r v e d t h a t she was o n l y the second s e r v i n g B r i t i s h Prime M i n i s t e r 


t o v i s i t A u s t r a l i a . He much a p p r e c i a t e d t h a t she c o u l d come even 


f o r two days, so soon a f t e r assuming o f f i c e and i n t r o d u c i n g her 


f i r s t budget. They had had v e r y u s e f u l d i s c u s s i o n s on a range of 


s u b j e c t s , p a r t i c u l a r l y on the f o r t h c o m i n g CHOGM at Lusaka. He 


e x p e c t e d the m e e t i n g t o c o n c e n t r a t e on o t h e r t o p i c s . 


UK/AUSTRALIAN RELATIONS AND UK POLICIES 


Mr. F r a s e r s a i d t h a t A u s t r a l i a wanted t o b e g i n s e l l i n g i t s 


uranium and hoped t h a t the d i f f i c u l t i e s w i t h the EEC Commission 


o v e r the Euratom T r e a t y would soon be overcome. As p a r t of 


d e v e l o p i n g A u s t r a l i a ' s r e l a t i o n s h i p w i t h t h e Community, Mr. F r a s e r 


had w r i t t e n t o Mr. J e n k i n s t o propose t h a t t h e r e s h o u l d be annual 


/ c o n s u l t a t i o n s 
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c o n s u l t a t i o n s a t m i n i s t e r i a l l e v e l . Commissioner Gundelach had 


seemed r e c e p t i v e t o t h i s i d e a . A u s t r a l i a was a l s o r e a s s e s s i n g 


h e r r e p r e s e n t a t i o n i n Europe. 


T u r n i n g t o c i v i l a v i a t i o n m a t t e r s , Mr. F r a s e r s a i d t h a t i f 

B r i t i s h A i r w a y s were at a l l s u s c e p t i b l e t o i n f l u e n c e from the 

B r i t i s h Government, he hoped t h a t a Concorde s e r v i c e c o u l d soon 


b e g i n between S i n g a p o r e and Melbourne. A l l t h e n e c e s s a r y c l e a r a n c e s 


had been g i v e n on t h e A u s t r a l i a n s i d e , and t h e r e would be no q u e s t i o n 


o f c urfews o r o t h e r r e s t r i c t i o n s . 


Mr. F r a s e r warmly c o n g r a t u l a t e d Mrs. T h a t c h e r on her e l e c t o r a l 


v i c t o r y and t h e courage o f h e r f i r s t budget; he w i s h e d her a l l good 

f o r t u n e . 


The Prime M i n i s t e r s a i d she was g r a t e f u l f o r the o p p o r t u n i t y 


t o come t o A u s t r a l i a so soon a f t e r assuming o f f i c e . The B r i t i s h 


Government had t r i e d t o p r o f i t from A u s t r a l i a ' s e x p e r i e n c e i n 

i n t r o d u c i n g an e a r l y budget and t a c k l i n g i n d u s t r i a l r e l a t i o n s . 


Her own f i r s t budget r e f l e c t e d a d e t e r m i n a t i o n t o make an e a r l y 


s t a r t on c u t t i n g e x p e n d i t u r e and f o l l o w i n g a d i f f e r e n t p a t h on 


i n c e n t i v e s and t a x a t i o n . The budget had not a p p l i e d sudden 


b r a k e s ; but i t was a f i r m and d e t e r m i n e d s t a r t . B r i t a i n had 


come t o a b e l a t e d r e a l i s a t i o n o f h e r d e c l i n e i n r e l a t i o n t o 


Europe. There was now a d e t e r m i n a t i o n t o emulate the s u c c e s s of 

some European c o u n t r i e s . The y e a r s d u r i n g which the B r i t i s h 


p e o p l e had become accustomed t o l o o k i n g t o government f o r s o l u t i o n s 

t o t h e i r pronlems would be r e p l a c e d by a p e r i o d i n wh i c h they 


would be encouraged t o l o o k t o t h e i r own e f f o r t s . P e o p l e must 


be as s e n s i t i v e t o t h e i r o b l i g a t i o n s as t o t h e i r e n t i t l e m e n t s . 


Governments c o u l d o n l y d i s t r i b u t e w e a l t h when i  t had been c r e a t e d . 


In t h e ne x t f o u r y e a r s t h e Government was d e t e r m i n e d t o e f f e c t 


a change i n p u b l i c a t t i t u d e s . A c e n t r a l o b j e c t i v e would be 


t o change a t t i t u d e s i n i n d u s t r i a l r e l a t i o n s where enormous 


power was not always e n t i r e l y matelied by r e s p o n s i b i l i t y . I t 


would be n e c e s s a r y t o make some changes i n t h e law, as w e l l 


as t o encourage changes i n t r a d i t i o n a l Trade Union a t t i t u d e s : 


/ the 




the u n i ons thought they were f i g h t i n g t h e bosses and governments 


whereas i n f a c t they were j u s t f i g h t i n g p e o p l e . 


The Prime M i n i s t e r went on t o say t h a t i t was i m p o r t a n t 


t o s t r i k e a b a l a n c e between one's i n t e r n a t i o n a l and d o m e s t i c 


r e s p o n s i b i l i t i e s . A Prime M i n i s t e r ' s f i r s t j o b was t o l o o k 


a f t e r the home base; but the s t a n d a r d of l i v i n g of p e o p l e 


at home depended t o some e x t e n t on s u c c e s s at t h e s e i n t e r n a t i o n a l 


meetings, such as those which she had j u s t a t t e n d e d at S t r a s b o u r g 


and Tokyo. 


The Prime M i n i s t e r s a i d t h a t B r i t a i n had not been, 


r e c e n t l y , a v e r y l o y a l member of the Community. Genuine 


p a r t n e r s h i p i n an e n t e r p r i s e b r o u g h t g r e a t e r b e n e f i t from i t  , 


and would e n a b l e the UK t o e x e r t g r e a t e r i n f l u e n c e , p a r t i c u l a r l y 


i n t h e d i r e c t i o n o f making t h e Community more outward l o o k i n g . 


Problems w i t h i n the EEC w o u l d be s o l v e d more e a s i l y i f t h e UK 


were known t o be a f r i e n d of the Community. There was at 


p r e s e n t a s e r i o u s danger o f p r o t e c t i o n i s m , which had been 


a c c e n t u a t e d by t h e energy c r i s i s . 

ENERGY ( I ) 


The Prime M i n i s t e r t o l d Mr. F r a s e r t h a t the c e n t r a l i s s u e s 


at the Tokyo summit had been w o r l d economics and the e f f e c t s on 


the West of developments i n the energy f i e l d . I r o n i c a l l y , 


OPEC had been meeti n g at the same time and had r a i s e d o i l p r i c e s 


v e r y s i g n i f i c a n t l y . A u s t r a l i a had c o n s i d e r a b l e r e l e v a n c e 


t o the l o n g - t e r m energy s i t u a t i o n . The UK would need v e r y much 


more uranium. There was not much time i n w h i c h t o p l a n 


a l t e r n a t i v e s o u r c e s o f energy b e f o r e B r i t a i n ' s ten y e a r s of f u e l 


s e l f - s u f f i c i e n c y i n o i l r a n o u t . The w o r l d was v e r y v u l n e r a b l e 


t o p r i c e i n c r e a s e s , l a r g e l y a r i s i n g from p o l i t i c a l e v e n t s i n t h e 


M i d d l e E a s t . The West was now more r e l i a n t than e v e r b e f o r e 


on a s m a l l group o f c o u n t r i e s . Through t h e i r d e c i s i o n s , member 


c o u n t r i e s o f OPEC c o u l d e n f o r c e b o t h p o l i t i c a l and economic 


d e c i s i o n s on o t h e r s . 


/ The 
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The Prime M i n i s t e r p o i n t e d out t h a t the c u r r e n t w o r l d o i l 


s h o r t a g e was c o m p a r a t i v e l y s m a l l - 5% (1.5 - 2m b a r r e l s a day). 

An e f f o r t was made at Tokyo t o f i n d means o f d e p r e s s i n g demand 


so as t o b r i n g i t i n t o l i n e w i t h a v a i l a b l e s u p p l y . Some o f the 

o i l e x p o r t i n g c o u n t r i e s were i n c e r t a i n r e s p e c t s s u c e p t i b l e 


t o i n f l u e n c e : t h e i r revenues were i n v e s t e d i n the West, and 


t h e i r regimes were v u l n e r a b l e and dependent on Western s u p p o r t . 


The danger was that some OPEC members would reduce t h e i r o u t p u t 


so t h a t t h e i r o i l c o u l d a p p r e c i a t e i n the ground. 


The s h o r t term ( f i v e - s i x y e a r s ) problem, the Prime M i n i s t e r 


s a i d , was how to a c h i e v e a r e a l i s t i c p r i c i n g mechanism which c o u l d 


h e l p t o b a l a n c e s u p p l y and demand. T h i s c o u l d be done through 


an i n c r e a s e i n d o m e s t i c p r i c e s ; r e s t r i c t i o n s i n p u b l i c s e r v i c e 


use o f o i l ; and t a x i n c e n t i v e s t o economise. In t h e l o n g e r 


term, i t was n e c e s s a r y t o develop a l t e r n a t i v e s o u r c e s of energy. 


F o r many c o u n t r i e s c o a l r e s o u r c e s would l a s t f o r some tim e , 


but the p r o d u c t i o n of o i  l from c o a l was e x p e n s i v e . Others had gas 


r e s o u r c e s , but t h i s , t o o , was e x p e n s i v e and f i n i t e . The 


c o n c l u s i o n at Tokyo was t h a t , i n o r d e r t o m a i n t a i n the West's 


s t a n d a r d o f l i v i n g , g r e a t l y expanded n u c l e a r programmes were 


n e c e s s a r y . The Prime M i n i s t e r r e c o g n i s e d the f e a r s of 


e n v i r o n m e n t a l i s t s and o t h e r s . But i  t was i m p o r t a n t t o educate 


p u b l i c o p i n i o n t o be as much at ease w i t h the concept o f r a d i o 


a c t i v i t y as w i t h t h a t of e l e c t r i c i t y . Uranium was as God-given 


as the waves and the wind, and no one had y e t d i e d as a 


consequence of n u c l e a r power, w h i l e many had d i e d from gas o r 

o i l e x p l o s i o n s . One way o f r e d u c i n g t h e dangers o f a n u c l e a r 


programme was the use o f f a s t b r e e d e r r e a c t o r s w h i c h would burn 


up a h i g h p r o p o r t i o n of p l u t o n i u m . 


The Prime M i n i s t e r r e p e a t e d t h a t a l l c o u n t r i e s were v u l n e r a b l e 


t o OPEC's d e c i s i o n . T h e i r p r i c e r i s e s a f f e c t e d A u s t r a l i a , 


p r i m a r y p r o d u c e r s and, most a c u t e l y , the d e v e l o p i n g c o u n t r i e s . 


S i n c e the l a t t e r had t o pay f a r more than b e f o r e f o r t h e i r o i l , 


they had l e s s money t o buy p r o d u c t s from the d e v e l o p e d w o r l d . 


/ When 
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When t h e p r i c e of o i l was l a s t s u b s t a n t i a l l y i n c r e a s e d , the 

w e s t e r n c o u n t r i e s had tended t o accommodate i t by p r i n t i n g 


money. The Prime M i n i s t e r s t r e s s e d t h a t , i n the UK at l e a s t , 


the b a t t l e a g a i n s t i n f l a t i o n would c o n t i n u e . O t h e r w i s e 


c o n f i d e n c e would be d e s t r o y e d , and t h e p o o r e s t p e o p l e , who had 

t h e i r s a v i n g s i n bonds, would s u f f e r most. 


The Prime M i n i s t e r s a i d t he Commonwealth c o u l d become an 


i n c r e a s i n g l y i m p o r t a n t group . I t must not s i m p l y be a conglomerate 


o f c o u n t r i e s . I t must s t a n d f o r something and t h a t &tand must be 


f o r democracy. C h o i c e , e x e r c i s e d i n a f r e e economy, was one 

guarantee of p o l i t i c a l freedom and a bulwark a g a i n s t Communism, 


the modern form of d i c t a t o r s h i p and t y r a n n y . 


The Prime M i n i s t e r s a i d t h a t she l o o k e d f o r w a r d t o h e a r i n g 


Mr. F r a s e r ' s views on economic i s s u e s , i n d u s t r i a l r e l a t i o n s and 


b i l a t e r a l m a t t e r s . Our i n t e r e s t s on uranium were complementary. 


As f o r Europe, t h e more c l o s e l y A u s t r a l i a d e v e l o p e d h e r r e l a t i o n s 


w i t h the EEC, the b e t t e r f o r b o t h . The Prime M i n i s t e r s a i d she 


would l o o k a g a i n at the Concorde q u e s t i o n . 


NORTH/SOUTH DIALOGUE 


Mr. F r a s e r s a i d t h a t o v er t h e y e a r s t h e d e v e l o p i n g c o u n t r i e s 


had come t o see thems e l v e s as one b l o c . Now, however, they were 


d i v i d e d between o i l p r o d u c i n g and n o n - p r o d u c i n g c o u n t r i e s . 


Mr. F r a s e r saw a need f o r the N o r t h / S o u t h d i a l o g u e t o de v e l o p 

beyond f i x e d and r i g i d p o s i t i o n s . A u s t r a l i a had advanced a 


number o f views on the Common Fund. There had been some agreement 


at UNCTAD on p r i n c i p l e s o f the Fund, but l e s s on commodity programmes 


D u r i n g h i s r e c e n t v i s i t Mr. Gundelach had s a i d t h a t the EEC 


would p r o b a b l y j o i n t h e i n t e r n a t i o n a l s u g a r agreement i f t h e 


U n i t e d S t a t e s d i d . I f i n f a c t the EEC d i d not do so, the Common 

Fund would be seen as a sham. The Common Fund was i m p o r t a n t 

because i t would ensure more s t a b l e t r a d e f o r p r o d u c e r and 

consumer. A u s t r a l i a had s u p p o r t e d a Common Fund because she 


was a p r i m a r y e x p o r t e r ( p a r t i c u l a r l y o f woo l , wheat and s u g a r ) 

and because a number o f d e v e l o p i n g c o u n t r i e s (many on a s t a n d a r d 


o f l i v i n g of US$200 a y e a r ) needed the p r o s p e c t o f improvement. 




A i d was not enough. They needed t r a d e on r e a s o n a b l e terms. 


P r o t e c t i o n i s m d e n i e d the r i g h t t o d e v e l o p i n g c o u n t r i e s t o s e l l 


t h e i r goods t o d e v e l o p e d c o u n t r i e s . The d e v e l o p i n g c o u n t r i e s 


would c o n s i d e r the d e v e l o p e d w o r l d as h y p o c r i t i c a l i f the Western 


system of t r a d e and payments gave b e n e f i t s o n l y t o t h o s e who had 


a l r e a d y " a r r i v e d " . Not s i m p l y out o f a l t r u i s m but from h a r d 
headed s e l f i n t e r e s t , Europe and N o r t h A m e r i c a s h o u l d r e c o g n i s e 


t h a t i n d u s t r i a l " t a k e - o f f " of c o u n t r i e s l i k e K o r e a , Hong Kong and 


Taiwan would e n s u r e growing markets f o r d e v e l o p e d c o u n t r i e s and 


would a l s o , o f c o u r s e , reduce unemployment. Group B s h o u l d not 


r e g a r d the d e v e l o p i n g c o u n t r i e s as a t h r e a t . They p r o v i d e d an 


o p p o r t u n i t y f o r growth. Some p r o g r e s s had been made i n UNCTAD 


but t h e r e was much more to be done. I f the d e v e l o p i n g c o u n t r i e s 


were impeded i n t h e i r growth by OECD c o u n t r i e s , t h e r e would be 


i n c r e a s i n g b i t t e r n e s s . I f t h e West were not seen t o h e l p , they 


would l o o k e l s e w h e r e . 


Mr. F r a s e r added t h a t he knew B r i t a i n would t a k e r e s o l u t e 


a c t i o n o ver i n f l a t i o n a l t h o u g h , p a r a d o x i c a l l y , measures i n the 


r e c e n t budget would, i n the s h o r t term, put up the o f f i c i a l 


i n f l a t i o n f i g u r e s . He v e r y much hoped t h a t B r i t a i n t o g e t h e r 


w i t h Japan and o t h e r s would seek t o i n f l u e n c e t h e U n i t e d S t a t e s 


t o a t t a c k h e r d o m e s t i c i n f l a t i o n . 


VIETNAMESE REFUGEES 


Mr. M a c K e l l a r s a i d the a c t u a l s i t u a t i o n i n South E a s t A s i a 


was v e r y s e r i o u s , and t h e p o t e n t i a l r e f u g e e problem very w o r r y i n g 


i n d e e d . The key was t o get V i e t n a m t o abandon the p o l i c i e s 


which caused the problems. I f n o t , one c o u l d expect a f u r t h e r 


1-2 m r e f u g e e s out of V i e t n a m and Kampuchea. Dr. Waldheim 


had c a l l e d a c o n f e r e n c e f o r 20/21 J u l y l a r g e l y t o d e a l w i t h the 


h u m a n i t a r i a n problem. But Mr. M a c K e l l a r s a i d i t was as i m p o r t a n t 


t o t a c k l e the s o u r c e o f t h e p r o b l e m as t o r e s e t t l e those who 


were l e a v i n g . In the A u s t r a l i a n view i n t e r n a t i o n a l p r e s s u r e s 


s h o u l d be p l a c e d on V i e t n a m t o change her p o l i c i e s . L i k e - m i n d e d 


c o u n t r i e s s h o u l d work t o g e t h e r t o t h i s end. Of t h o s e l e a v i n g 


Vietnam, Mr. M a c K e l l a r noted t h a t a l t h o u g h a m a j o r i t y were of 


/ C h i n e s e 




C h i n e s e o r i g i n and had p a i d t o get o u t , t h e r e were l a r g e numbers 


o f e t h n i c Vietnamese who p r e s e n t e d a d i f f e r e n t c h a l l e n g e . 


Mr. M a c K e l l a r s a i d t h a t the communique of the ASEAN Prime 


M i n i s t e r s ( i s s u e d 1 J u l y ) condemned V i e t n a m but not s u f f i c i e n t l y 
s t r o n g l y . There was a commitment f o r ASEAN F o r e i g n M i n i s t e r s 


t o a c t t o g e t h e r n o t t o a c c e p t more " i l l e g a l i m m i g r a n t s " from 


V i e t n a m o r Kampuchea. A u s t r a l i a f a v o u r e d b r i n g i n g the problem 


t o an i n t e r n a t i o n a l c o n f e r e n c e though he would have p r e f e r r e d a 


c o n f e r e n c e t o d e a l w i t h i t s p o l i t i c a l as w e l l as i t s h u m a n i t a r i a n 


a s p e c t s . Perhaps A u s t r a l i a and B r i t a i n w i t h the U n i t e d S t a t e s 


and Canada c o u l d work t o g e t h e r towards a l o n g e r term s o l u t i o n ? 


The Prime M i n i s t e r s a i d the i n t e r n a t i o n a l community must 


condemn Vietnam, Kampuchea and Laos i n no u n c e r t a i n terms. 


V i e t n a m was a c o l d , c a l l o u s , communist t y r a n n y . I n t e r n a t i o n a l 


condemnation c o u l d a c h i e v e r e s u l t s . Even Communist c o u n t r i e s 


were s u s c e p t i b l e t o p u b l i c o p i n i o n , as the S o v i e t Union's 


r e l e a s e of d i s s i d e n t s had shown. She had asked t h e R u s s i a n 


Ambassador i n London f o r S o v i e t h e l p o v e r r e f u g e e s and had r a i s e d 


the m a t t e r w i t h Mr. K o s y g i n when she p a s s e d t h r o u g h Moscow. 


I t was c l e a r t h a t the S o v i e t Union would not h e l p . T h e i r 


approach was dominated by t h e i r c o ncern over C h i n a . The Prime 


M i n i s t e r o f S i n g a p o r e had s a i d t h a t Moscow was c o n c e r t i n g a c t i o n 


w i t h V i e t n a m w i t h the o b j e c t i v e o f d e s t a b i l i s i n g South E a s t A s i a . 


Many of the r e f u g e e s were t a l e n t e d and i n d u s t r i o u s , hence t h e i r 


u n p o p u l a r i t y i n some communities. The Prime M i n i s t e r t o l d 


Mr. F r a s e r t h a t at the EEC Summit at S t r a s b o u r g , i  t had been 


s u g g e s t e d t h a t some c u r r e n t - a c c o u n t a i d t o V i e t n a m s h o u l d be 


s w i t c h e d t o h e l p the r e f u g e e s . B r i t a i n ' s b i l a t e r a l a i d i n v o l v e d 


o n l y the h e a v i l y s u b s i d i s e d c o n s t r u c t i o n o f f o u r s h i p s ; u n f o r t u n a t e l y 


i t would c o s t as much t o c a n c e l t h e o r d e r as t o complete i t  . 


The Prime M i n i s t e r s a i d t h a t B r i t a i n ' s l a r g e merchant f l e e t 


had p i c k e d up and would c o n t i n u e t o p i c k up a c o n s i d e r a b l e number 


of r e f u g e e s s i n c e under the Law of the Sea, i n t e r n a t i o n a l l y agreed 


i n a q u i t e d i f f e r e n t s i t u a t i o n , C a p t a i n s were o b l i g e d t o p i c k up 


t h o s e i n danger of drowning. B r i t i s h C a p t a i n s would, i n any case, 


p i c k up r e f u g e e s whose l i v e s were i n danger from h u m a n i t a r i a n 




i  f h\h - n ] v ; j 
- 8 

m o t i v e s a l o n e . I t was a l s o i n t e r n a t i o n a l custom, not always 


now o b s e r v e d , f o r a s h i p ' s next p o r t o f c a l l t o t a k e o f f those 


who had been p i c k e d up and g i v e them h e l p . The Prime M i n i s t e r 


emphasised the d i f f i c u l t i e s of Hong Kong, which had a l r e a d y 


t a k e n 55,000 r e f u g e e s . The problem o f r e f u g e e s was 


e x a c e r b a t e d t h e r e by the number who came over d i r e c t from C h i n a . 


In o r d e r t o c o n t r o l the f l o w , the B r i t i s h Government had s e n t a 


f i f t h b a t t a l i o n of t r o o p s to Hong Kong t o guard the f r o n t i e r . 


The Prime M i n i s t e r hoped the C h i n e s e would now m o n i t o r t h 6 i r 


o u t f l o w . B r i t a i n h e r s e l f found i t d i f f i c u l t t o absorb a s u b s t a n t i a l 


number of r e f u g e e s from I n d o - C h i n a because she had i n r e c e n t y e a r s 


a l r e a d y taken i n 1§ - 2m immigrants from t h e new Commonwealth. 


I t was i m p o r t a n t t o a p p l y c o n t i n u i n g p r e s s u r e on those who 


s u p p l i e d V i e t n a m - t o p i l l o r y them e v e r y day. The problem must 


be j o i n t l y t a c k l e d by t h e r e s t of t h e w o r l d . One p o s s i b l e 


e x p e d i e n t was t o buy an I n d o n e s i a n or P h i l i p p i n e i s l a n d , not 


o n l y as a s t a g i n g p o s t but as a p l a c e f o r s e t t l e m e n t - b u t the 


Prime M i n i s t e r r e c o g n i s e d t h e f e a r v o i c e d by S i n g a p o r e t h a t such 


an i s l a n d might become a r i v a l e n t r e p r e n e u r i a l c i t y . The Prime 


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 hear of t h e A u s t r a l i a n 


approach t o the problem. 


Mr. F r a s e r s a i d t h a t A u s t r a l i a had s t o p p e d a i d t o Vietnam 


o f a l l k i n d s , not o n l y because o f the r e f u g e e o u t f l o w but a l s o 


because of Vietnam's a t t a c k on Kampuchea. Perhaps Japan was 


r e l u c t a n t t o reduce i t s f o o d a i d programme t o Vietnam because 


she d i d not w i s h t o p r e j u d i c e a f u t u r e market i n Vietnam f o r h e r 


p r o d u c t s . But V i e t n a m would not respond t o " l o v e and k i s s e s " . 


I t was i m p o r t a n t t o d e t e r o t h e r c o u n t r i e s from g i v i n g a i d t o 


V i e t n a m and t o f u l f i  l t h e i r h u m a n i t a r i a n i n s t i n c t s by g i v i n g 


i t t o the r e f u g e e s i n s t e a d . 


Mr. M a c K e l l a r s a i d t h a t A u s t r a l i a was t r y i n g t o c o n t a i n the 


number of i l l e g a l e n t r a n t s . So f a r , 51 b o a t s had a r r i v e d w i t h 


2011 r e f u g e e s . W h i l e p u b l i c o p i n i o n was s t r o n g l y opposed t o the 


r e s e t t l e m e n t of i l l e g a l a r r i v a l s , i t was more t o l e r a n t of those 


who a r r i v e d a f t e r o f f i c i a l p r o c e s s i n g . C o n t r a r y t o p o p u l a r 


/ b e l i e f , 
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b e l i e f , A u s t r a l i a d i d not have i n t h e s h o r t term an u n l i m i t e d 


c a p a c i t y t o absorb and r e s e t t l e r e f u g e e s . A marked i n c r e a s e 


i n numbers c o u l d cause r e a l s t r e s s , not o n l y on A u s t r a l i a ' s 


i n f r a - s t r u c t u r e b u t on the r e a d i n e s s of the A u s t r a l i a n p e o p l e t o 


a c c e p t r e f u g e e s a t a l l . Mr. M a c K e l l a r agreed that c o n t i n u i n g 

p r e s s u r e s must be m a i n t a i n e d a g a i n s t Vietnam. 


The Prime M i n i s t e r re-emphasised t h a t today's V i e t n a m was a 


s t a r k example o f communism i n p r a c t i c e . 


Mr. F r a s e r s u g g e s t e d t h a t B r i t a i n and A u s t r a l i a s h o u l d , 


t o g e t h e r w i t h l i k e - m i n d e d c o u n t r i e s , t r y t o agree a c o n c e r t e d 


p l a n on r e f u g e e s . The Prime M i n i s t e r agreed. A u s t r a l i a was 


B r i t a i n ' s l i n k w i t h t h i s p a r t o f the w o r l d . Mr. M a c K e l l a r 


hoped B r i t a i n and A u s t r a l i a c o u l d seek t o a r r i v e at a common 


approach b e f o r e the c o n f e r e n c e c a l l e d f o r 20/21 J u l y . The Prime 


M i n i s t e r s a i d t h e r e was not much time but she would ask the 


F o r e i g n S e c r e t a r y t o c o n s i d e r the q u e s t i o n u r g e n t l y . Mr. M a c K e l l a r 


s u g g e s t e d t h a t t h e U n i t e d S t a t e s and Canada might a l s o be 


a s s o c i a t e d w i t h a j o i n t approach t o t h e problem. He wondered 


whether F r a n c e s h o u l d be asked t o p a r t i c i p a t e ? 


Mr. F r a s e r , r e v e r t i n g t o the q u e s t i o n o f a c u t t i n g o f a i d t o 


Vietnam, s a i d t h e q u e s t i o n c o u l d be argued i n two ways. Some 


f e l t t h a t i f the West cut o f f a i d , V i e t n a m would become the more 


dependent on R u s s i a n a i d . On the o t h e r hand, V i e t n a m perhaps 


would not w i s h t o become t o t a l l y dependent on R u s s i a n a i d and 


t h e r e f o r e a t o t a l c u t i n Western a i d might have a r e a l e f f e c t . 


The Prime M i n i s t e r commented t h a t the whole i s s u e o f r e f u g e e s 


seemed t o r e v o l v e round t h r e e p o i n t s - condemnation of Vietnam; 


s w i t c h i n g a i d from V i e t n a m t o r e f u g e e s ; and r e s e t t l i n g r e f u g e e s . 


ENERGY ( I I ) 


Mr. R obinson asked whether the U n i t e d S t a t e s would move t o 


p a r i t y p r i c e s f o r o i l . The Prime M i n i s t e r r e p l i e d t h a t the U n i t e d 


S t a t e s had s a i d t h a t by the end of 1981 they would move t o w o r l d 


/ p a r i t y 
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p a r i t y p r i c e s (which were much below what consumers a c t u a l l y 


p a i d i n B r i t a i n because t h e g r e a t e r p a r t of the c o s t o f p e t r o l 


i n B r i t a i n was revenue t a x ) . Mr. F r a s e r s a i d t h a t A u s t r a l i a 


t a x e d p e t r o l . S h o u l d not the U n i t e d S t a t e s move t o w o r l d p a r i t y 


p r i c e s but t a x p e t r o l t o act as a d e t e r r e n t t o o v e r - c o n s u m p t i o n ? 


The Prime M i n i s t e r s a i d t h a t by 1985 Mr. C a r t e r was a i m i n g f o r the 


U n i t e d S t a t e s ' l e v e l o f o i l i m p o r t s t o be no more t h a n the 1977 


f i g u r e . The p r e s s u r e s at Tokyo would h e l p him t o pursue t h i s 


p o l i c y at home. J H i s d i f f i c u l t y was t h a t p e o p l e i n the U n i t e d 


S t a t e s thought the c r i s i s was a s y n t h e t i c r a t h e r than a r e a l one. 


They d i d not r e a l i s e that, f o r example, Mexico, w h i c h j they saw 


as an answer t o t h e i r p r o b l e m s , would absorb a good d e a l o f i t s 

p r o d u c t i o n as the s t a n d a r d of l i v i n g i n c r e a s e d o f i t s own l a r g e 


p o p u l a t i o n . U n f o r t u n a t e l y because o f low p r i c e s , the U n i t e d 


S t a t e s was g u i l t y o f p r o f l i g a t e p e t r o l consumption. 


In answer t o a q u e s t i o n from Mr. G a r l a n d , t h e Prime M i n i s t e r 


s a i d that the s a l e o f N o r t h Sea O i l was b e i n g l i n k e d w i t h i m p o r t s ; 


o f crude o i l s u p p l i e s . The o i l majors had o b s e r v e d t h i s l i n k a g e ; 


BNOC had n o t . I r o n i c a l l y a l t h o u g h we were an o i l p r o d u c e r , we 


had a g r e a t e r o i l s h o r t a g e than I t a l y , F r a n c e or Germany; we had 


not been b u y i n g on a h i g h l y e x p e n s i v e market. In answer t o a 


q u e s t i o n from Mr. N i x o n , the Prime M i n i s t e r s a i d t h a t she f e l t 


t h a t s o m e t h i n g p o s i t i v e would emerge from Tokyo. But Japan's 


consumption was r i s i n g . Europe was a i m i n g t o s t i c k t o t h e 


1978 i m p o r t f i g u r e . R e d u c t i o n i n consumption c o u l d be a c h i e v e d 


t h r o u g h p r i c e mechanisms, some Government r e g u l a t i o n and 


i n d i r e c t l y t h r o u g h w o r l d r e c e s s i o n . 


INFLATION 


Mr. F r a s e r asked whether t h e r e had been at Tokyo an enhanced 


d e t e r m i n a t i o n t o a v o i d i n f l a t i o n . What about Germany i n p a r t i c u l a r ? 


The Prime M i n i s t e r s a i d t h a t at the Bonn Summit Germany had been 


asked t o expand h e r economy. She had done so. Now she had 


a d d i t i o n a l i n f l a t i o n and an e x t r a demand f o r o i l . I t was not h e r 


f a u l t . She had s i m p l y done what had been asked o f h e r . Perhaps 


/ B r i t a i n , 




B r i t a i n , because we were r e d u c i n g o ur i m p o r t s o f o i l , c o u l d make 


up f o r the d i f f i c u l t y which Germany would now f a c e i n r e d u c i n g h e r 


i m p o r t s . A g r e a t d i f f i c u l t y f o r us a l l was i m p o r t e d i n f l a t i o n 


as a r e s u l t o f a l l the e x t r a money f l o a t i n g around i n the w o r l d . 


In answer t o a q u e s t i o n from Mr. F r a s e r , the Prime M i n i s t e r s a i d 


she thought t h e U n i t e d S t a t e s would have t o t a k e a c t i o n a g a i n s t 


i n f l a t i o n i n t h e next 18 months, r e g a r d l e s s o f the f o r t h c o m i n g 


p r e s i d e n t i a l e l e c t i o n . 


EAST/WESTtRELATIONS 


Mr. S i n c l a i r , r e f e r r i n g t o t h e Prime M i n i s t e r ' s s t o p o v e r i n 


Moscow, asked f o r h e r t h o u g h t s on S o v i e t i n t e n t i o n s . The 


Prime M i n i s t e r s a i d t h a t 13% o f S o v i e t GNP was b e i n g s p e n t 


on v e r y s o p h i s t i c a t e d and a c c u r a t e armaments. I t was o n l y i n 


e l e c t r o n i c s ( e s p e c i a l l y m i c r o - e l e c t r o n i c s ) t h a t t h e S o v i e t Union 


l a g g e d b e h i n d t h e U n i t e d S t a t e s . The l a t t e r had s l i p p e d from; 


g r e a t s u p e r i o r i t y t o e q u a l i t y i n b a l l i s t i c m i s s i l e s . And R u s s i a n 


n a v a l s t r e n g t h , i n c l u d i n g s u r v e i l l a n c e v e s s e l s , had i n c r e a s e d 


at a r e m a r k a b l e r a t e . None o f t h i s was s u r p r i s i n g t o the Prime 


M i n i s t e r . S o v i e t aims n e v e r changed: the aim was w o r l d Communism 


T h i s c o u l d be a c h i e v e d t h r o u g h Moscow b e i n g so p o w e r f u l t h a t no 


s h o t need ever be f i r e d ; by p r o x y ( e . g . , Cubans i n A f r i c a and, 


more w o r r y i n g l y , - because they combined a N a z i p a s t w i t h a 


communist p r e s e n t - E a s t Germans i n such c o u n t r i e s as Zambia); 


and s u b v e r s i o n . There had been no d i s c u s s i o n o f t h i s at Tokyo. 


But when she had r a i s e d the q u e s t i o n w i t h Mr. K o s y g i n a few days 


b e f o r e i n Moscow, he had s t r e s s e d t h a t the S o v i e t Union was 


"very p e a c e - l o v i n g " and t h a t t h e r e was not a tank round e v e r y c o r n e r 


The Prime M i n i s t e r r e p l i e d t h a t he was b e i n g too modest about 


S o v i e t power. 


Mr. F r a s e r s a i d t h a t when Mr. K i s s i n g e r was S e c r e t a r y of 


S t a t e the U n i t e d S t a t e s had sought t o a p p l y c o u n t e r p r e s s u r e 


whenever the S o v i e t Union had a c h i e v e d s u c c e s s i n a p a r t i c u l a r 


a r e a . What c o u n t e r p r e s s u r e s was t h e C a r t e r A d m i n i s t r a t i o n now 


p r e p a r e d t o a p p l y ? The Pr i m e M i n i s t e r s a i d t h a t the c o u n t e r 


/ b a l a n c e 
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b a l a n c e now was R u s s i a ' s g r e a t f e a r o f C h i n a , a c o u n t r y which was 


unique i n t h a t not o n l y c o u l d i t use n u c l e a r weapons, b u t , w i t h 


800 to 900 m i l l i o n p e o p l e i t would be l e s s h e s i t a n t i n p r e s s i n g 


the b u t t o n . A n s w e r i n g a q u e s t i o n from Mr. S t r e e t , the Prime M i n i s t e r 


s a i d t h a t C h i n e s e communism was j u s t as bad as the S o v i e t v a r i e t y 


a l t h o u g h the C h i n e s e were at p r e s e n t more concerned about d e v e l o p i n g 


t h e i r own i n t e r n a l s t a n d a r d s o f l i v i n g . 


The Prime M i n i s t e r went on to d e s c r i b e the w o r r y i n g s i t u a t i o n 


i n t h e M i d d l e E a s t where Egypt had f a l l e n out w i t h a l l o t h e r 


Arab c o u n t r i e s and was now o b t a i n i n g a i d from the U n i t e d S t a t e s 


i n s t e a d o f from S a u d i A r a b i a . A l a s t i n g wide agreement w i t h 


I s r a e l would be more d i f f i c u l t t o a c h i e v e i n the l i g h t o f the 


c o n t i n u i n g P a l e s t i n e problem. A l l o f t h i s would have e f f e c t s on 


o i l . 


P a k i s t a n and n u c l e a r weapons 


In answer t o a q u e s t i o n from Mr. F r a s e r , the Prime M i n i s t e r 


s a i d t h a t many c o u n t r i e s were t r y i n g t o p r e v e n t P a k i s t a n from 


a c q u i r i n g n u c l e a r weapons. She d i d not know how s u c c e s s f u l 


i n t e r n a t i o n a l p r e s s u r e would be. There was l i t t l e one c o u l d do 


i f a c o u n t r y was d e t e r m i n e d t o o b t a i n n u c l e a r weaponry. Mr. F r a s e r 


o b s e r v e d t h a t P a k i s t a n wanted t o get ahead o f I n d i a . I f she 


a c q u i r e d n u c l e a r weapons t h i s would have a c u m u l a t i v e e f f e c t and 


t h e whole non p r o l i f e r a t i o n regime c o u l d break down. Was enough 


c o n c e r t e d p r e s s u r e b e i n g e x e r t e d on P a k i s t a n ? He would be 


i n c l i n e d t o t r u s t I n d i a r a t h e r than P a k i s t a n o v e r the development 


of a n u c l e a r wapon. 


Domestic i n f l a t i o n 


The Prime M i n i s t e r asked whether Mr. Howard had any a d v i c e 


t o o f f e r on how t o t a c k l e i n f l a t i o n . A u s t r a l i a seemed t o have 


been more s u c c e s s f u l than B r i t a i n i n the f i e l d s of i n f l a t i o n and 


c o n t r o l of wages. Mr. Howard s a i d t h a t t h e B r i t i s h g e n e r a l 


approach was not markedly d i f f e r e n t from t h a t o f A u s t r a l i a . 


The most d i f f i c u l t t h i n g was r e s t r a i n t of e x p e n d i t u r e , 


p a r t i c u l a r l y when p e o p l e had d e v e l o p e d u n r e a l e x p e c t a t i o n s . 


CONFIDENTIAL 




One of the most d i f f i c u l t areas t o reduce was s o c i a l b e n e f i t s . 


Senator G u i l f o y l e s a i d t h a t she agreed w i t h the Prime M i n i s t e r 


t h a t i  t was i m p o s s i b l e t o withdraw a b e n e f i t once g i v e n . The 


Prime M i n i s t e r s a i d t h a t she o f t e n emphasised t h e r e was no "pot o f 

g o l d " ; the money must be e a r n e d b e f o r e b e n e f i t s c o u l d be g i v e n . 


Asked whether the B r i t i s h Government had a g o n i s e d l o n g o v er t h e i r 


" t a x mix" the Prime M i n i s t e r s a i d t h a t d e c i s i o n s had had to be ta k e n 


q u i c k l y . I t was n e c e s s a r y to cut p u b l i c expehdittiir.£ h e a v i l y i n 

t h e f i r s t y e a r ( f o l l o w i n g A u s t r a l i a n e x p e r i e n c e ) , and t o reduce 


b o r r o w i n g . The B r i t i s h Government had s w i t c h e d from a t a x on 

the pay p a c k e t t o a t a x on goods s o l d . In answer to a q u e s t i o n 


Mrs. T h a t c h e r s a i d t h e r e was a d i f f e r e n t i a l i n p r o f i t s t a x f o r 


s m a l l and l a r g e companies. To a v o i d abuses c a r e f u l d r a f t i n g of 

t a x l e g i s l a t i o n was n e c e s s a r y . 


E n v o i 


The Prime M i n i s t e r e x p r e s s e d p a r t i c u l a r g r a t i t u d e t o 


A u s t r a l i a n M i n i s t e r s f o r s a c r i f i c i n g a Sunday f o r d i s c u s s i o n s w i t h 


her and hoped t h a t b o t h s i d e s c o u l d soon a g a i n be i n c o n t a c t . 


Mr. F r a s e r t h a n k e d the Prime M i n i s t e r f o r p u t t i n g h e r s e l f out 


t o come to A u s t r a l i a f o r d i s c u s s i o n s which the A u s t r a l i a n s had 


found very v a l u a b l e . He l o o k e d f o r w a r d t o meeting a g a i n soon. 


The d i s c u s s i o n ended a t 1635. 


2 J u l y , 1979. 



