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Call by Australian Foreign Minister on the Prime Minister, 25 May

I enclose briefing for the Prime Minister's meeting with
Mr Street at 4.15 pm on 25 May at the House of Commons.

Mr Street has been with Mr Fraser in the United States, where
Mr Fraser launched ngw proposals on international economicC issues
and East/West relations, with the Versailles and Bonn Summits
in mind. The 1initiative was in the form of a speech to the Foreign
Po!icy Association in New York on 18 May. I enclose a copy
of ¥he speech. Relevant points are also covered in the briefing.
The Australian High Commission have passed us a copy (enclosed)
of a message on this from Mr Fraser to the Prime Minister; I
understand they have sent this directly to you.

Mr Street is likely to draw attention to Mr Fraser's views
on international economic matters (Brief No 1), and may also refer
to those on Eagziyest issues (Brief No 2).-Kustralian support
for us over the Falklands has, as you know, been magnificent (Brief
No 3). A general brief (Brief No 4) gives background on Australian
internal policies, bilateral and other issues.

Mr Street may also mention Australia's proposed Sterling
borrowing, though he is unlikely to wish to discuss it in detail,
as he will have seen the Chancellor of the Exchequer earlier that
afternoon. I nevertheless enclose a short note.

A copy of Mr Street's programme is also enclosed, together
with a personality note.
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Private Secretary
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10 Downing Street
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THE WESTERN ALLIANCE:
PERCEPTIONS AND REALITY

The following is the text of an address
by the Prime Minister of Australia, the Rt Hon,
Malcolm Fraser, to the Foreign Policy
Associationin New York, U.S. A, on Tuesday, ISMav 1982

[ maye come to the United States to talk with President Reagan, and we mest
hers tonight, jurt Lhree weeks hefore the holding of the Wastern surnmit con-
ferences in Yersailies and Bonn

Austraiia will not be atteoding these conferences, bat as a democracy, asan
open society of {Tee man and women, and a8 2 member of the wider Western
Allignce—we are intansely mterssiad in tvem and what will fow from them,

Preparations for (he July meetings are now underway withio the NATO
commurity. In my talics with President Rezgan yeterday [ was beartened by
the efforts which the Presidont and his Administration are pettng izl
establishing a constructive climate for the coming mestings For | would like to
make it clear at the outset that [ regard these meetings a3 potentialty the most
mportant (o be held oy Western ieaciers since the great foemative period of the
Alliance m Lhe inrmediats postwar years.

The Western Alifance facing the mest severe challenge of [ty existeace
I behiove this because as [ see (t, this Alllsnce—which has served the Wast well
for over thirty years, which has preserved peace through 2 period of uapree-
cedented tension—is now facing the most severs and dangerous challenge of its
existencs, Serious, responsible mea—men who have always besn desply com-
mitied Lo the Alhance—qre neing words ke ‘dsarmy’ and ‘crisie’ to describe
{ts present state, [n my view, they i ve cause to do so, What are the dimensions
of thes chalienge?

First, 2nd most obviously, (he military halance between the Alloce and
the advessary it was crasted to guand egainst is pow feas favouradie than it has
ever been sincs the Allmnce was created Let us not emter mto the compiex
arithmetic of the nuclesr squstion, the debate 2s 10 whether the Soviet Undon
enjoys superionity or merely perity. For even on the roost optimistic interpret-
momWUmmmmam&amntbﬂnmm
combined with g clear 1nd growing superiority in conventional forces. And
that state of alfairs challenges the very basis of the strategic docirine of the
Ailisnce and undermines the conditions for peacs 20d stability in the world.




Second, at the percoptual level—and we should naver forget that polites

¥ largely besed on perceptions, that perceptions and resolve are mibmatsly
I there i vory disturbing evideocs of 1o unprecedented divergence ia
the bery of the Alliance view the worid, and particulardy ia the way
they perceive tha Soviet Undoa—its policies, its internal dynamics, jts capacity
and the most appropriate ways of desling with it This divergence was demoo-
strated onty too clesrly in the Wastern response 1o the imposition of martial
law ia Poland on 13 December of last year, [ wili have more 1o say about it 2
litthe later, because | believe it is close to the beart of the matter as far as the
future of the Alliance is concerned,

Third, there are disturhing signs of an exosion of trust, understanding and
mutusl respect across the Atlantic. One can point to various explanations of
thie the passing of the founding geoeration of NATO; the difficulty of acfust.
ing to changing econonmc and political belances within the Alliance; disap-
patnwmtusmm;and&:mm}nuidamm;astpeﬁmmd

i partpers, [n any case, it is there.

On the Buropean side it is evident in characterisations of the United Statss
23 reckless and mmmsture, 1nd o the tendency of some 1o define e Evropean
role not 23 ooe of irm commitment to solidsrity with the major Alliance
pumabutncmofmcdismumthetww.mthn
Americin side, there are doubis about Europesn resolution, and m some
qmmwvmdammwmwhmﬁmﬂaﬂm
and the withdrawal of some of Americs's forces from Europe. At its worst Ui
process i represented by a crude and destnuctive process of mutual cancature,
But it ¥ oot & to that Jevel And, while it doss nol cmbrics
pmmmts.Lhmm‘raidthmitbcﬂdcminqummwmbeum
serioualy.

NMWMWumWH

1 will mply make two observations regarding it. Fist, and obviously, U
represents an extfymely dangerous trend. Secondly, [ do not taks the view that
the distribution S&bame for this state of affairs s symmetrical and that the
mhdtbmttgkmﬂ-mymm.kmandmeﬁuw
positions. While neither side is blameless, [ believe that the most dangerous
and destructive <lement m ﬁus&uauonut}wmkthnganm
.mmtmmwngagmwiwmbmwtmm
of Burope than in America.

Mbr'u#mewd\efamhebmemofdnmu!ﬁpkcdssfaa’ngme
Alliance. lmtersally many of the cousmiries of the West are facing a tide of
protest against what, until aow, have been fundemental assumptions and
poticies of the Alllance. A wave of anti-aociear, pacifist, oeutralist satiment ®
gvident in asarly svery Western country, ooe wiich chaﬂc::;sLb:p:xidaL
moral and inteliectual basis of the Alliancs. While this sentiment i3 ressted by
mmupuumc,inmamanmmtm.n
smbraces 3 aumber of r=iig '"m:mu,miﬁm!samasofdnym
women’s groups, a3 well 23 sections of powarful potitical parties. To Wesien
Europe, it & 10 a signifcant degres tranemational, 3 movement aof continental
dimensions with pecole moving 1crmm borders to partiipale in its 2o,




an cement of manipulation and

i n weakzamg and desiroying the

-. % mors thas that. For many, particularly

young y f je poliches oo loager carry conviction. [ts

egitimacy 8 uader chabenge. who feel (ke thes ars clearly in 3 eainority,

bt the intensity of their fseling znd theT commitment O action are strong.

Rmmmmmwﬂnmhbamﬁmemwuww
pbenomenon lightly. .

Fifth and last, everything [ have described i3 happening sgeinst the
beckground of econornic conditions which are sxiremely grim: Htthe ot no
growth, stagnating trade, high unempioyment, high interest rates, persisting
inﬁzlbniumnycomkiamdamdﬁﬂmﬁsptmmmm
is not the occasion to discuss this scopomic situation o its own right. But [ de
wint to emphasise strongly its political coassquences in terms of the Alliance,
It creatss a potitical atmosphere of pessimsism and uncertamty. [t imits
poliﬁmld)oicemdmhibiupvemmems&omadopﬁngpoudawbiw'm
potitically and strategically desirable but econormically costly. It encourages a:
pmdmﬁ@mﬁm&aﬁmlowmbmﬁm}wmmm;
And it contributes towards an atmosphere of mutual recrimination among
allies.

Each of these five elements is of major importance in its owm right; but the
teuth i that there is not one of them that can be considered oa its own. They |
have to be confronted simultancously and their cumulative weight 8 great.
This is why | cannot accept the view that what we are facing is just another |
pericdowaitMntbeAlﬁame,ma?dngvﬁchhmmbcmmj_
That seems to me altogether too compiacent.

The crucial importance of the meetings xt Versailles ind Bosa:
That is why, too, [ consider the coming meetings 3t Versailles and Bonn to be’
of crucial importance, 85 an opportunity o prevent further drift, lo seize the
initiative and 1o set in train a process which will restore the sease of purpose
and unity of the Afliance. If this is not done, if the opportuaity i missed, thea a
bad stuation is bound to get worse—and may become disast rous.

Aalseait,Lbeprocessmulbeglnwb«cth:A!ﬁmebepmwitha
consideration of its fuadarmental purposs. The Alllance came inlo existence
becanse of 4 shared belief that the Soviet Union represented a clear and’
pmt@n;ntotmfmmacbeWameubeﬁcfniﬂwed? ks it
valid? What kind of state is the Soviet Union in 19827 Has it become, as some -
believe, & couservative, satisfied power, or B it an expensionist state:
purpcnefuﬂyeng:gvdinszkjngpamwmtinmuomlpown?kmenral‘
evidence of internal change in the Soviet Union?

Tkmemmsmmnﬂintmof.&mpoﬁdu%rmtmybn-
susibtemdju&iﬁtblcpoucyofeoawmmbcudadjnmmwhmdnﬁng
vimasauwhid\rundamemuhwptstbcsxmqmbmmapdicyo(.
WMwbeuappMmanapamionLﬂaaw.thymfyomvin'
ou]yfcedLhcapp:dt:oflheother.Tht'swhyithporumeasmfuwa
dcu,zpcad,smmd}ybuedidao(whtkmddrc;'mcme%ﬁdUdmk.
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*gu'emtboscwho maintain that, whatsver it was in the pad, the Soviet
jon i now easeatiafly a defeosive-minded, status quo power. Its leaders, it s

mauh&mmﬁcmﬁnkmﬁmmmw.wmm

i still an unpleasant ope in many respecty, it is essentially conservative
in its foreign policy.

These views have suficient currency—either as expiicitly expressed
opumon or 3 the unstated ssmptions of asessments and policies—to merit
considerstion. Let me say at oncs that while ] in no way impugn the integrity of
those who hold these views, I find them utterly unconvincing. They jusi do not
qumwﬁhkcyfw;fuuvfdchmmanmbedkpuwd:

o the Sowiet Union has been and is cogaged in a massive, sustained, refentless
Wdhuwdfam%himmybmanambﬂdsu&
it persists m commmitting fn the order of 13 per ceat of its gross sational prod-
udtomﬂhzryc:qamdimre.ﬁomthcuﬁdl%&.mmmcmdo{m
{970s—a period over which American military expeaditure actually fell—

@ 11 of the Soviet Union roms by about 60 per oeat in real terms. Altbough it
am,mmbﬁndnudmandmmdmaltmmcmmmﬁﬂ
nnlhmymmthemrbd.andwbﬂsmmtrymm:woddmm
sﬁgbi:nmdhutionwumdh,thcnianosuckwinginthisammﬂmt

* while this build-up has besn procesding, the Soviet Urion bas pursied very
amwmxmmwmwmﬁmmmm
which are far removed from itsalf and which have little oc no relevance (o
mmwmwaumm—mmmmmmem
Central Americs. [ will not 2dd the brutal Evasion of Afghanistan in this
fist, not becanse I do not deplore it, but in deferencs Lo the argument —used
axclusively to excuse the Soviet Union in the contemporary worid —that as
thmm@w&an@mdmwum
this attack can be subjected to a ‘defensive’ interpretation. | utterly reject
wm%mmmmm&amm@mmgumm

» thirdly, the policis of the Soviet Union in redation to these distant and
widety dispersed phcehawbemjusﬁﬁcdbyinlmdasinwmoctofde-
fence or threat, but of 2 doctrine of global struggle betwsen what they
describe a3 ‘progressive’ forces and the foress of ‘reaction’— bt @, in terms
of an idesiogical docirine of mternational cleas war.

.Thnc&mmnotetp&:sﬂniuwmofamnaﬁmbuiaﬂysﬁisﬁed
saw.'ﬂnymnote:pﬁabkinmoffw—uahﬂhbepanmidfm
which can not be set 4t rest short of the achieving of total domination, and
which in practice i thersfore incistinguishabls from aggreation. Neither is this
behaviour contistent with the view that ideology is 00 longer an active com-
ponent m Soviet foregn policy.

The fact that the Soviet Unicn & cautious whea confronted with matching
W.mzmMmmmmdmmmm.m
not establish that it is conservative or that it has ahandoned its ideotogical
goals. Anyorne who nows the first thing about Marxism-Leginiem knows that
it depouncas ‘adventurisn' and insists on a realigic Qution and passRcE—
util the ‘corrstation of forcas’ it faveurable. But when thoss forees 102 Mvour-
1bis it demands that coportunities be sozed.
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As 1 bave said, | have no wish to irnpugn the ntagrity of those who advance
the other cass. But | do bebeve that, increasingly, their interpretation reflects
an unconscious desirs 10 scape from the heavy burden involved in mesting the
challsnge posed by the Soviet Union, a fatalistic adjustment of the spisit to the
formidabls military power that it now depioys. The distinguished Freach
social philosopher, Raymond Aroa, has observed that *Finlandisation begins in
the mind', He is right; and | am afraid that the process is weil advanced. But it
is not, [ betieve, rreversible.

i the perception of the Soviet Unicn is ore side of the coin, self
perception—the image of the West itself by Western men and women—is the
other, Here too there is a canse {or deep concern.

An Alliance which embodied the determrination of 8 majprity of the fres
societies In the world 10 protect their freedom—and to do o0 more than
that—is now under mxTeaging atack, oc, at best, given lukewaeon, grudging
support. The detarmination to defend ooeself s increasingly characterined 23
aggremiveasss. Many in Europe see the Alliance 23 someihing mmpaosed oa
them froen shove—or from over the Atlantic—-rather than 2a an expression of
their own vital interesta, Its critical relevance to their fiberty, their values, their
Crvilisation is contested or demed.

The Westera ARiauce shoald be seen inm terms of dtwesn yoiues

That this situstion exisis i, | am afrasd, in largs part due to a failure on the
part of Western leaders, s failure to articulate the meaning and purpose of thd
Alliancs in terms which will impress themseives on the imagination of ordinary
men and wormen, and particularly, oo the imagrnaticn of a new generation
reared in the turmod of the 1960s and the pesiod of Musions about the nature
of detents in the 1970s. The language i which the Alliance is discussed and
exphimdhnbecomatbehngmgscfmﬂiurymmaadmhtﬁaﬁﬁa, :
rather thas of vatues and purpose. The iraportant but ementially second-order
qunﬁomdfmmaadamtegcmahambemmat !
mbummmpo{mmmmqummwmnmm :
Alfiance & increasingly seen 23 being about military acrangsments, rather than |
about the preservation of a way of life~an open, liberal, democrate way of
tife governed by respect forlaw,

Ipevitably, Lbemﬂtinngnnnhmbeenﬁuedbyothaidus,wot
'ﬁchminimialm&nw&hwctheaﬁecﬁwpafmnec,o{gbe :
Alliance. Thess are not new ideas, They represent the resurfacing of pereanial -
mfmammmwmdm..mmu‘
bnnheduiﬁa,bmmwbercspededandmcmdwﬁhplm&ndm ;
Smedymﬁﬂbchmﬂiuwﬂh:hemmm@bya_wmofme
ideological struggies of the 19308 and | 340s—a New Yorker as it happensy—to ¢
someone who had oaly recently discoversd the existence of most of the msues:
Y our questions are 0 oid that I have forgotten the answers', Well, we dmply
cannot afford to forget the answers; each now geoeration bas the right to hear
e,
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remminded that the argument is not between those who want peacs and those
war, No sine person wants war, The argumeat 3 between differing |
ews of peacs can best be preserved, and preserved with 3 respect for |
human freedom and dignity. It i about means, not about suds—and 10 persst
in denying this i to poison the wells of discussion. Those who bebevs that
mmmbemainuiwdbyum’hwﬂmtmmdyr&
outheexpmpriadonofduword‘peace’;tbeymedwm&tcdwﬁm,ardw
makeit on the besis of how the workd is, act how we would Uike it to be.
mmw.mwwmmmsnazmmanm
pened before in the (ifstime of most of the peopie m this room. {n 1943, Waiter !
uppmanwma(vhihecaﬂad‘tbcvﬁasch'deofpsd&m’.%m
bear repeating
In the name of pescs, the nation i made weak and unwilling to defend its
vital interssts. Confronted with the menace of superior force, it then sur-
reoders its vital interests. The pacifist stateumen justify their surrender on
the ground, first, that peacs is always preferable to war, and second, that
becapse the mation wants peaces so much, it & oot preparsd 10 wage war,
Flnally, srith its back to the wall, the pacifist nation has to fight neverthe- |
jess. But then i fights against 1 sirategically superior ¢aemy; it fights with |
its own srmaments mmsufficient and with its alliances shatiered !
. . . The geoention which most sincerely and elaboratsty declared |
that peace is the suprems end of foreign policy, got not pescs, but & most |
devasiating war.
While the present stuation s not similar to that which existed in the 1930s,
there are forces &t work which, if unchecked will make it mxreadngly so.
Alreacly we are faced by a strategically superior coemny. The sombre argument
contained in these sentences has not, therefore, l0st its force. It has not besn
rendered irrelevant by the advent of nuclear weapons. For if the advocacy of |
pacifism or umitaters] dissrmament increasss rather than dirminighes the risk of !
was, it s even more impirtant & be aware of it now.
Pacifism genuinely based on conscience is, of course, 2 valid moral option |
for an mdivictual; but in 3 world of nation statss, of power politics, i can never
the besis for a country’s forsign policy, certainly not i 2 world in
w}ichtbemmtpowammimaryfmisaw!aﬁuﬁan,mim}sm
Similarly, neutralism & 2 valid mora! option for 2 country as Joog as it &5 sure
that its interesis are in 00 way involved in 3 conflict; but it s aot {or 2 coumley
whose interssts are involved and which imphicitly depends 0o the sxerticas and
sacrifices of others 10 see that those interests are

&
% [t is mecessary, foc example, that those who procisim 3 ‘peace movement!
v




W’mammahpnﬂqs&mwmm
[ believe it i Hme all those % ho believe in the collective security of the West
b@nmwmmmmuzfomfmyasthcymmdamﬂo;w-
tumity. [ believe it is time that Western governments— pcuding my awm, for
Australia too faces these problems—commit ourseives 1O 3 major sfoct 1o
Wm&mwuw:mmtommambdqudmmmm-
fiance. Whatsver elss such a constituency requires, it ce-
Quh'esatnwic&semdundcmmingbyadimry peopte of what is at stake
lmtbem:namabsuaawmcptbutlbeﬂbuﬁywhicbamgvammmw
their lives We aend @ renesred coaviction that the opportumites aad chowess
wmwfmms&mamwmmmwmmq,
n:aﬁamoulytbm!vs,bmabssicmpaﬁbﬁidawwcﬁdmub
absurd that we should ever be oa the defersive when our intsilectual and
more] case is 0 strong.

The need to clarify our munds aboul what kind of political animal
ScﬁdUnimhmdlomeaﬁmbas’aofpubﬁcmmhLbeAﬂiamue
mwprmmfmmymndbogm&fmdﬁm

Beyond that, {f [t is to function =Factively, the Allance qumt 2gree on 2 0=
herent, sustainable and credible approach (0 its foture dedtings with Lhe Soviet
Unico. At present this is palpebly liciieg

‘detc‘prcmhadwpfwidcmhanwpmwbbctdidmuthuw

mﬂthhxgtoaﬂmandmpaaheithaalmaﬁﬁd.
the pursm’lcfafycgtiomwimwt
secius regard for loag term COnseq UenCEs. '
bmﬁngmﬁaainmmm,ic&ofmwﬁnumt&ndi-
' ‘deration for thetr particular interesls

ition would be without it, For the time whea iLs exmence could simply be
Laken for gruwd,wbeuiuadmmud e pocketed and other concerns
gvea prefercoce, 8 now over.
IMWmemuofMamzw.mebﬁcﬁme
mwmmwwwawmama
eFort in (he arss of conventionsl anms, to raduce the sdvantsge the Sovet
Unbummmmlhhrm—endthemmnhmm facss o
expioit that advintage. Such art effoct is necessary if the West 3 oot to gotothe
ncgmi;ﬁn.gubled‘udvanugd. At the same time thers should de serious 2ms
mmﬂoeptmm@modatmﬁngammucm&hmaodm-
dndng:bemtqicarmakofbmhdduinad@i&annaqu}ubuad veri-
fiable way. [ welcorne very strongly the mitigtive taken by Presideat Reagan
mmummmmcaademzmmmmw
It seems to me that it 8 ok unilatersl diszrmarnent but sach s combination
dhcwddmhmemmﬁomlmﬁddmdetm
muclesr 30 coatrol negotinticns which offers U 1
ek of nuclesr war.
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.ccmd\rtis;‘m&zﬂymmxmzttbcmbemaywdpdkamm
omic ralat withthe&:vidUtbm.For,d@étctbcpmtpt&%moftbc
West, micmhbpct:atiaﬁyibmcacﬂ'cctivem;mtmdml—
ing wit country.
Tbemzofthlmmmtshmhnabcddaladbyvindmhmw
neither should econcmic relations be conducted without coasideration for

Wtb&wﬂUmakemmmmofmhMm-

.@ { Ha econoary in other respects—in providing ity people with food and
goods they ne=d, in mtm&mtotbedfwbpumtof
WMM«&WW.MﬁquMMMW

ammkmmmwwhkhmmpau‘euqmmbdm
andnﬁuubrud,mdwbeaymc:poﬂaoﬂwd.Themundsmch—
inflihed, the result of poticies dictated by ideology, of a particularly destruc-

ic i It is the result of warped priorities,

arms podckes.
a

f«tbemdbwntﬁmalpaa,inmﬁawfmﬁewsﬂmbavmto
maich Soviet military spending and in order Lo facilitate change within Russis -
ibelf, that the Soviet leaders should realdoczts Tesources away from arms and
mr&wwﬁugwmmfmadmtandmfu!ﬁ& fot its peopie—
then we must onsure that the West does not, i the name of detente, make it

provide strog iaceatives {

This, | believe, should be the ¢ i r
WMML&WUM.Mt@t@MMzWRM
onanappwdldonoﬂheloogminwaubothofw West and of the
peopie of the Eaxxnb&cc,namashoﬂ-dghwdwmpedtiwmmbkwpm-
vﬂ:mc's:dvmwﬂhtl:mmtocmdmumijmmw.

y Urﬂm‘hmﬁn&d#ﬁamw
ThethhﬁmkfzdcgtheWsthlﬁuwstImHmmwtss—both
mdmmimﬂnmmmdmwmﬂmw
Amﬂhalmberdtbcﬂhmfaraﬂyﬁm&nNATOam—acbe
'mmmmmazmmmm.po&smdum

‘For while megmmwu@!angqutbuinmmGM
Memﬂm@mc@w@chhb‘n:ﬁmﬂaﬁymﬂcm
of the Third Wodd It i there that the lempiation foc the Sovist Union 1o #x-
plott its vast military power s srocgsst. And we have the sviderce of
Afghanistan, Arzola, Etibopia, the Yemen, Yictoam, and Central Amenics
that that termpration s pot being resistad.




[n thess circumstances, unless thers 8 2 Westarn respounse in good time, the
traditicnal pattern in which wars huve begun in Europe 2ad have then engul-
fed the rest of the workd, could well be roversed. For vital European interests
are not coufimed to Europe, and in the last resort NATO countries will have to
prevent the erosion of those interesta

It ¥ oot simply a matter of cowriinating. defervm policy. [ heieve
profoundly—and here | am more m agreement with qurrent thinking fn
Eurcoe than in Washington—that a forthcoming, constructive and generous
spproach 1o North-South isues will serys the West's interssts—i8 in fact 2
necemary part of an effective Western policy 1o counter the Sovet sxploitation
of breakdown and conflict m the Third World.

The roie of Amsivalia

I shonid add that in this matter Australia is practizing what it preaches. Both
our defence speading and our aid have incressed sgniBcantly in the last year,
We bave been very aciive in attempting to find ways of breaking the impasse in
North-South negotiations. And at the same time we are co-operating closely
with the Unfied States on security matters, withm our region, and beyood. Our
current participstion in the Simai MFO is only tbe most recent manifestation of
this.

We bebieve that it is important that members of the North Athantic
Alliance reafise that other membery of the Western community play a2 sig-
nificant supportive rode, that we have a vital intersst in the development of
poticies whose impiementation may well invotve our participation

. Therse is one final and critical point [ wish to roake. So far, what I have said
has focused on political and strategic questions. But the best laid palitical and
sicatesic policies, even if fully agreed 0n, will be undermined and frustrated if
there is no economic recovery. For nearty a decade we have rightly preached 1
poticy of restraimt, of reining in the growth of government spending, of modex-
ating the growth of real wages and of encouraging private intiative a0d mvest-
ment Some of us, but not all, have even followed these pobicies. We have abso
spoken of the importance of trying to reduce the general levels of protection,
but @ i clear that there are particular difficulties facing an individual country
acting alone in reducing protection. Muoch more coald be achieved if the re-
duction in protaction were carried out m coocert with other industrial
countries,




The seed Lo reduce protactisn to promste sceoeusle rec v ery
p parts of the world, particularly in the Asia-Pacific region, there are
ing examples of newly industrialising countries organiting their econoaics
oa a market hasis and achieving high growth records. In the United States and
parts of Europe, progress has been made in containing and now reducing in-
flation. Of course, the sconomis probioms we have been confronting have been
especially severs: the oil shocks seers quits unexpected and inflaticn has
proved a far moce virulent and tenacious disease than magy expecied. But the
fact iy that there are 30 million usempiloyed in the West today. They constitute
2 human problem—and 3 potitical one—of great gravity. For them the presem
outlook i grim. World trade did oot grow in 1981, for the frsf time in over
twenty yean. Morsover, the atext three month figures for €x of the seven
major industtial countries show 4 fall in industrial production. The message i
clear we have no aiternative but to try harder if we are to stop the acid of disil
lusionment biting desper into the spirit of Western peoples.
When at the end of Worlkd War {1, the West last faced economic problems
of similar magnitude— whea fears of a return to the Depressica of the (9308
were strong, when the formidable task of converting back from a war economy
and coping with the demobilisation of milhions of soldiers [aced us, and when
thers was massive support for communist perties in Western Europe—
Western leaders displayed an imagination and creative coergy 10 found what
was virtually 2 new Hberal economic order. Cut of that came the greatest surges
of economic prosperity in the history of the West, a prospecity witich was sig.
nificantly shared by the rest of the world.
No less 2 response is needed now. Whilke we must maintain our essential
policies of fighting inflation and raising productivity there i a desperate need
for effective circuit breakears which will speed up the growth of intermational
trade and end the processes by which negative forces constantly reinforce each
other,
Merely papering over the cracks, agreeing on anodyne commurquet, will
oot 4o, [ would like 10 advance a set of mportant proposals &s a contribution
to this end and 1 do 30 with the full support of my Government.
I propese that at the coming summit st Versailkes, the major Westem
cations make four interrelated commitments
* first that there be a standstill oa increases in protection and oa the imtro-
duction of new protectionist measures, particularty in non-taniff forms
* that there be 00 new or incressad export incentives and subsicies, and that
there be an international commitment to the abolition of existing export
incentives and subsidies over 1 period of five years

¢ that there be 2 commitment to significant and progressively imptemented re-
ductions in al forms of protection, in accordance with a set formula (o be
determined through the mechanisms of the General Agreement or Tarifls
and Trade

o that these foregoing proposils be priority items for consiceration at the
November 1932 GATT mimiserial mestrg




These propesals are oot put forward as exclusive steps, but as measures of tha
dramatic and imaginative kind that the sitration demands. In 2 world which
desperatsly needs leadership is it too much to hope that the sevea summit
sountries would endorse these or similar proposals? {3 it too much to hope that
they would, in concert, commit themselves to these steps, which are possible,
and which would help so much? No nation could implement these proposals
unitaterally. But if the summit participants endorse them, that would give 2
lead. In these circumstances, the support of Austradia would be immediately
forthcoming. : |

[ commend these proposals to those who will be at the meetings. They
would provide grounds for hope m a world where the outlook & otherwise
bleak and uncertain, They would mprove the prospects for the 2conomic re-
covery which 3 20 necessary to reduce the massdve uncmployment in Western
statey 30 necessary for the hopes of individual peopie and their families. They
<culd help in reviving the spirit of the free world.

Mr Chairman, if [ have to sum up what [ have been saying, [ will do it in
these terms; dangerous as the military power of the Soviet Union s, the majoc
threat to the liberty and securily of the West today 8 in the minds of Western
men and women. In terms of wealth, of populatin, of knowlkedge, of tech-

of a faiture of perception and resolve. .

We must cledr our minds of cant and illusion in our dealings with the Soviet
Urdon, look at it dispessionately, decide what elements of agreement exist
among us concerning its naturs, and formulate an effective, sustainable way of
conducting our relations with it. |

! have referred before to Solzhenitsyn's compedling description d’the
dducﬁngint«pr«aﬁooofthcmmrymddmth:W&m
as 3 sort of petrified armour around peoples’ minds . . . it will be
only by the pitfless crowhar of eveais',

mm’mauﬁl&b&ctopmetbaipndicﬁonwmqs—torameamo{.
aﬁtyandpurpoeebcfmcmafmustodon—umymm;ndo
we can 10 ensure that it i put to good wse.
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PLANNED AUSTRALIAN STERLING BORROWING
Australia may announce later in the month 1ts first sterling

gilt-edged issue in London for a number of years. There have

-

been about a dozen such ' bulldog' issues by various foreign
borrowers since the ending of exchange controls; an issue by
Australia would be notable for bringing a prime name back to

the London capital market.

With the market unsettled by the Falklands crisis, the Australians
are understandably nervous about the timing of the issue. We are
sympathetic to their predicament and are doing what we can to be

helpful: the issue was to have been announced on 24 May, but

exceptionally the Bank have allowed it to be postponed for a week.
—

The issue, if it proceeds, will be for £100 million. The

Australians have asked to be allowed to increase it to £150
At ——

million but for reasons of market management the Treasury and

the Bank have been limiting bulldog issues to a maximum of

T

£100 million. An exception could not be made for the

r—

Australians without doing the same for others (eg New Zealand,
who plan an issue in June and have also asked for £150 million).
[Our reasons for caution are that if very large individual
bulldog issues are permitted now, the aggregate volume of

such bulldog issues could in future be seen to crowd out
domestic dorporate borrowers from the market; or could have

unwanted exchange rate effects at an awkward time. ]

HM Treasury

21 May 1982




AUSTRALIAN FOREIGN MINISTER'S VISIT
THE HON ANTHONY STREET MP
22-25 MAY 1982

OUTLINE PROGRAMME

Saturday 22 May

2000 Mr and Mrs Street arrive London Heathrow Airport
on Concorde flight from New York. Accompanied
by Principal Private Secretary, Mr Bob, Gordon,
and Private Secretary Miss Sciberras. Met by
Australian High Commissioner, and by Brig. Louthwaite
on behalf of Foreign and Commonwealth Office.

Arrive Berkeley Hotel, London.

Sunday 23 May Afternoon (5 pm?) meeting with Secretary of State
(at Berkeley Hotel?).

Monday 24 May Private engagements

Tuesday 25 May

1130 Call on Mr Onslow, Minister of State, Foreign and
Commonwealth Office

1215 Call on Lord Belstead, Minister of State, Foreign
and Commonwealth Office.

1245 for 1300 Lunch at Lancaster House, hosted by Lord Belstead,
for Mr and Mrs Street

Call on Chancellor of the Exchequer

/1615




Call on Prime Miaister (House of Commons)

Depart London Heathrow Airport on flight
QF2 for Singapore and Australia.
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STREET, THE HON ANTHONY AUSTIN, MP
Minister for Foreign Affairs since November 1980. Member of the Cabinet.

Born Melbourne 1926. Educated at Melbourne Church of England Grammar School.
Served in the RAN, 194546. Farmer.

Liberal member for Corangamite (Victoria) since 1966. Member, Federal Executive Council,
1971-72; Assistant Minister for Labour and National Service; Member, Opposition Parliamentary
Executive 1973-75. Spokesman on science and technology, and the Australian Capital Territory,
1973-74, and on labour affairs, 1974-75. Minister for Labour and Immigration in Mr Fraser’s
Caretaker Government, November 1975, Was also Minister for Employment from December 1975
to December 1978 when it was hived off to become a new department. Minister for Industrial
Relations 1975-80.

Close to Mr Fraser, with moderate views on labour relations. A short man. Sensible and
likeable. He managed to keep Government-Trade Union relations remarkably smooth despite
adverse circumstances, through his willingness to talk to the ACTU and ability to compromise
without damaging government economic policy. Welldisposed towards Britain whichhevisitedin 1981.

Married 1951 V E (Ricki) Rickard; 3 sons. Mrs Street is a charming lady with a strong sense
of fun.

A keen sportsman, Mr Street has twice represented Victoria Country XIs against
international touring cricket teams. He toured Britain as a captain of the Australian Old Collegians
Cricket Team.

He also plays golf and tennis and has held a private pilot’s licence for many years.
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VISIT BY AUSTRALIAN FOREIGN MINISTER: MAY 1982
Brief No 1

AUSTRALIAN INITIATIVE AND THE ECONOMIC SUMMIT

POINTS TO MAKE

The Australian Initiative

1. We share Mr Fraser's perception that moves towards greater
levels of protection would be most unhelpful from the point of
view of re-stimulating growth in thg_;;;id economy, and that
resisting protectionism helps fight inflation.

2. These issues certainly need to be looked at by the
Versailles Summit, though that Summit must be careful to avoid
appearing to prejudge the agenda or the outcome of the GATT
Ministerial Meeting. Best idea might be for Summit to suggest
that the ideas be studied in the run up to, and at, the GATT
Ministerial Meeting.

3. (If pressed for UK to take initiative in advocating these
ideas at the Summit): wunderstand Australians are drawing them

to the notice of other Summit partners, and we will certainly

draw their attention to them a{ Versailles.

Other Summit Topics

4. International Economic Situation: Major economies (US,

Japan, Germany) have had significant success in reducing

inflation. Prospect now is for recovery of output in industrial
countries. Must stick to non-inflationary policies and improve
efficiency of our economies if output recovery is to be sustained
and not thrown away in new surge of inflation. Hope that

Summit will give impetus in this direction.

5. Within broad strategy, important for countries to tackle
domestic problems vigorously and co-operate internationally.
Convincing reduction of US budget deficit essential if interest
rates to be eased.

6. Japan: Need to put maximum pressure on Japanese to modify
both trading and economic policies.

7. International Monetary Matters: Hope for progress on

improved coordination between the five countries with
currencies in SDR; they have special responsibility to maintain

value of their currencies.

CONFIDENTIAL /s. Impact
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8. Impact of Technology: A new subject for Summits and a
useful one. Development of technologies should he primarily

a response to the operation of markets. Prime need to

encourage adaptability and get people to welcome change.
Advanced countries have to move up-market and shed fears that
new developments in technology will mean increased unemployment.
9. Energy: Need not be first priority at Versailles. But
despite falling oil prices, we must continue efforts to conserve
energy, develop new resources and reduce dependence on

imported oil.

10. North/South: Summit will need to recognise continuing

seriousness of problems of developing countries. Hope that
progress can be made on Global Negotiations: 1latest (Bedjaoui)
text is useful basis for negotiation, but as it stands does

not adequately protect competence of specialised fora.

South Pacific Department
Foreign and Commonwealth Office
20 May 1982
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VISIT BY AUSTRALIAN FOREIGN MINISTER: MAY 1982

Brief No 1

AUSTRALIAN INITIATIVE AND THE ECONOMIC SUMMIT

ESSENTIAL FACTS

k. The Australians have a particular interest in Economic

Summits, where they would like to have been represented (though

the Summit remains confined to the seven largest Western

economies and we would not want to alter this). They want to be
kept informed and consulted, and in view of their stalwart support
over the Falkland Islands we should be as forthcoming as possible
on this. We might therefore bring Mr Street into the picture

on the Summit subjects, as well as discussing their initiative

on protectionism.

The Australian Initiative

2. The Australian initiative was launched in a speech delivered
by Mr Fraser in New York on 18 May. A summary of the main points
in the economic section is given in the Annex.

o Mr Fraser attributes lack of economic growth to lack of
non-growth in trade, and blames protection. He argues that
protection and subsidisation, broadly defined, inhibit growth,
and that maintaining protection creates a negative cycle. The
reasoning seems over-simplistic and to over-emphasise the
contribution growth in trade can make to getting economic growth
going again and the extent to which existing levels of protection
inhibit growth in trade.

4. He asks the Versailles Summit to recognise that policies

of protection and competitive subsidisation are ' beggar thy
neighbour'" policies, which debilitate the world economy. He
therefore proposes:

(a) a standstill on increases in protection, particularly
through new non-tariff barriers;

(b) a commitment to significant and progressive reductions
in all forms of protection, through formulae to be
established in GATT;
no new increases in export incentives and subsidies,

and existing ones to be abolished over five years.

/5. The
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5 The Australians will naturally have agricultural protectionism
in the forefront of their minds, and (4b) links to proposals

they recently failed to get accepted by OECD Ministers, which

would have involved a commitment to GATT negotiations on
agriculture. Taken at face value, (4c) might amount to a phasing
out of EC export restitutions on agricultural products.

6. For these reasons, other Summit partners, notably the French
and Japanese, will have greater difficulty with these ideas than we
do. However, we could not accept them as they stand: they amount
to the immediate laun ching of another major round of GATT
negotiations. But there is no need to say sO now: the

Australians will surely put something similar forward for the GATT
Ministerial Meeting, and that is where the ideas should be

examined to see if they can form the basis of a generally acceptable
approach.

International Economic Situation

7 &8 The United States, Japan and Germany now all have

inflation rates in single figures. The UK is following close

behind, but progress in other major countries has been disappointing.

Australia has been following anti-inflationary policies, but has
higher than OECD average growth, mainly through mineral

resource development. Australian industry is highly protected.

The OECD, in common with most forecasters, expects output in
industrial countries to recover later this year and approach

3% p.a. during next year. The UK, along with the US and Germany
attaches particular importance to the maintenance of the broad
thrust of counter-inflationary policies and efforts to improve the
structure of our economies followed in recent years. We shall be
seeking a renewed firm commitment to this strategy at Versailles.
Ministers at OECD and IMF Interim Committee meetings have just done
this.

8. Within the broad strategy, however, some important policy
imbalances have arisen with both domestic and international
implications. Reduction of the US budget deficit for next year and
beyond is essential if pressure on both domestic and world interest
rates is to be eased. Recent efforts at a compromise between the
Administration and Congress are welcome, but we remain sceptical

about whether the end-result will be adequate, sO pressure on the

/Americans
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Americans should be maintained. At the same time, other
countries with high deficits need to curb them. This includes

France, Italy and many of the smaller OECD countries. The

case of Japan is special. Lax monetary policy and unduly stringent

fiscal policy, together with the closed nature of the economy,
have led to a low yen rate and depressed domestic demand which
threatens to lead to large current surpluses ($20 billion in
1983), and worsening trade tensions.

International Monetary Matters

9. We hope that the Summit will result in a renewed commitment

to work for greater stability in the international monetary

system. This will have to rest primarily on convergence of policies
designed to achieve lower inflation and thus to maintain the value
of currencies. It may involve a recognition that the five

countries whose currencies go to make up the SDR basket have a
special and continuing responsibility in this respect, within the
IMF framework.

Impact of Technology

10. This subject has been introduced in response to French desire
to have a subject for medium term reflection at the Summit.
President Mitterrand will be writing a paper himself, to be
introduced on the Saturday morning. He appears to have in mind
to:-
(a) stress that the world is facing a new industrial
revolution;
say that as a result there are choices to be made by
society eg more centralisation or more decentralisation,
increasing or decreasing the North/South gap;
(c) identify action points, eg international cooperation
in technology developments, training the young.
11. The French stress Government action in this field and
under-play the role of the private sector. Their ideas foreshadow
additional funds and new institutions. There is already a good

deal of technical cooperation through international bodies,

/technical
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technical associations and the like. New thinking rather than
new institutions is needed.

North/South

12. Eight Community partners are prepared to accept, as it

stands, the text for launching Global Negotiations produced on

31 March by the G-77 spokesman, Ambassador Bedjaoui. We see

the text as the best so far on offer, but need some improvement in
the protection it gives to the specialised fora. The Germans
have given us hesitant backing, but Herr Genscher is now known to
support the text. The Americans are hostile to the Bedjaoui text
and are working on an alternative (which is likely to be rejected
by the G-77).

13. Strong Community pressure to endorse Bedjaoui text is led by
the French. Some members of the Community suspect the Americans
of deliberately playing for time, and feel that despite
protestations to the contrary, they may have decided to write off
Global Negotiations. Community partners are anxious not to be

associated with American temporising or wrecking tactics.

South Pacific Department

Foreign and Commonwealth Office

20 May 1982
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CONFIDENTIAL Annex to Brief Nt

VISIT OF AUSTRALIAN FOREIGN MINISTER: MAY 1982

AUSTRALIAN INITIATIVE AND ECONOMIC SUMMIT: Summary of main
points in economic section of Mr Fraser's speech at New York

on 18 May.

1. Australian Prime Minister is concerned at state of world
economy. Inflation/non growth plaguing most Western countries
in varying degrees. More and more obvious that return to non-
inflationary growth is keyed into trade. And International
Trade is stagnant - experienced negative growth last year for
the first time since 1950s. Protectionism is the cause.

2. Mr Fraser believes Versailles Summit must produce the
leadership to draw us all out of the present malaise. At
every summit so far participants have undertaken to continue

to resist protectionist pressures. But the facts are

(according to GATT) that protection over the period since
1974 has steadily increased.

3. Appropriate domestic macro-economic policies to deal with

domestically generated inflatior must be continued but these

cannot deal with globally generated inflation which is
significantly contributed to by protection (broadly defined).

Thus protection must be dealt with at source by globally

concerted action.
4. Protection broadly defined includes tariff and non-tariff

measures, and all forms of financial assistance for production,
export finance or distribution of goods in various industry
sectors. Such actions increase government spending, feed

global inflation both directly and indirectly and contract

trade possibilities. In so doing they inhibit significantly
non-inflationary growth.

5. All governments condemn protectionism yet maintain they

need to " protect'" industries in a climate of unemployment

and no growth, thereby perpetuating the evils they seek to avoid.

We must break out of the present negative cycle whereby

/individual
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individual countries seek to protect their incomes by stifling

trade since it does not and cannot work.

MR FRASER'S PROPOSAL

6. That the Versailles Summit recognise that there can be

no prospect for durable economic recovery while these ' beggar-
thy-neighbour" policies continue, recognise the debilitating
effect they are having on the world economy and call for
international agreement among nations

(i) On a standstill on increases in protectionism and on the
introduction of new protectionist measures, particularly in
non-tariff forms:

(ii) On a commitment to significant and progressively implemented
reductions in all forms of protectionism, in accordance with

a set formula to be determined through the mechanisms of the
GATT:

(iii) That there be no new or increased export incentives and
subsidies, and that there be an international commitment to the
abolition of existing export incentives and subsidies over a
period of five years.

7. That if the Summit can so agree Australia will support such
an approach and believes it should be a priority approach at

the GATT Ministerial Meeting later this year.

8. Finally, all major countries, including developing countries,
must participate to make it work and the cutbacks in protection
must be significant to be effective. Not to adopt this

approach means a continuation and possibly proliferation of
protective and restrictive policies and postpones the possibility
of a return to non-inflationary growth which we all need and

want.

CONFIDENTIAL




AUSTRALIAN FOREIGN MINISTER'S VISIT: MAY 1982
Brief No 2

MR FRASER'S SPEECH ON THE WESTERN ALLIANCE

POINTS TO MAKE

1. Have studied Mr Fraser's speech with interest and appreciation.
2. Agree on need to make every effort to improve Alliance
cohesion and to explain our policies fully to Western opinion.
3. As consequence of US initiative last year, Alliance
Governments have placed greater emphasis on contrasting Western
values with moral bankruptcy of Warsaw Pact. Expect Bonn Summit
declaration to do the same.

4. Also agree with what Mr Fraser said on need to explain what
deterrence means. UK Government has been active in this,
(Ministerial speeches, Government pamphlets etc). In fact

solid support in UK for NATO and need for sound defences.

'Peace movement' wrongly named; for most part anti-nuclear
rather than pacifist or neutralist.

9. Mr Fraser right to emphasise need to improve conventional

defences and to pursue arms control seriously. UK regards

these as major objectives at Bonn Summit. With INF and START
under way, West well placed to demonstrate commitment to arms

control.
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AUSTRALIAN FOREIGN MINISTER'S VISIT: MAY 1982
Brief No 2

MR FRASER'S SPEECH ON THE WESTERN ALLIANCE

ESSENTIAL FACTS

33 In speech to the Foreign Policy Association in New York on
18 May, Australian Prime Minister drew attention to dangers of
transatlantic disunity and scale of Soviet threat to the
Alliance. Emphasis was on Nato and Bonn Summit, but Mr Fraser
spoke in context of " wider Western Alliance'" , including
Australia.

2. Mr Fraser stressed importance of portraying Alliance as
group of countries concerned to preserve a certain way of life,
not simply as defence grouping. He believed that growth in
peace movement partly due to failure to explain purposes of

Alliance, and that there was urgent need for this.

3. Mr Fraser also called for greater efforts by the Alliance

to improve its conventional defences, for serious arms control
negotiations and for an agreed policy on economic relations

with the Soviet Union.
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VISIT OF AUSTRALIAN FOREIGN MINISTER: MAY 1982

Brief No 3

AUSTRALIAN REACTION TO FALKLAND CRISIS

POINTS TO MAKE
1. Very grateful for your prompt, full and consistent support.
Encouragement and Understanding extended by Australia to UK is

most heartwarming and deeply appreciated.
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VISIT BY AUSTRALIAN FOREIGN MINISTER: MAY 1982
Brief No 3

ESSENTIAL FACTS

AUSTRALIAN REACTIONS TO FALKLAND CRISIS
1. Very full Australian support for UK. Details are:
(a) Statement to UN Security Council, 2 April, condemned

Argentine invasion, and supported action proposed by
UK.
Similar public statement by Mr Fraser, and strong
message of support to Prime Minister, 3 April.
Recall, 6 April, of Australian Ambassador to
Argentina. Returned to Buenos Aires, 28 April, with
message from Mr Street to Argentine Government (delivered
to Mr Costa Mendez) conveying Australians' serious
concern at Argentina's failure to comply with SCR 502
and urging peaceful settlement of the dispute.
Imports embargo and withholding of export credits
(despite Australian aluminium exports to Argentina
worth some £260 million over last 10 years), 8 April.
Message to President Reagan on 17 April from Mr Fraser
encouraging unequivocal US support for the UK.
Press statement by Mr Fraser on 26 April.in support
of South Georgia landing.
Mr Fraser's telephone call on 5 May to Prime Minister
expressing sympathy over loss of HMS Sheffield, and
reiterating Australian support.
Mr Fraser's discussion in Washington on 17 May with
President Reagan, stressing importance of support for
UK's resistance to Argentine invasion; and reiteration
of same points at meeting of Foreign Policy Association
in New York, 18 May.

Sale of HMS Invincible

2. Sale agreement would have been signed about now, had Falklands

crisis not intervened. Mr Nott has asked RAN Project Team for
deferment until outcome of events is known. Mr: Blaker told
Parliament on 27 April that sale could not be cancelled; it had

already been agreed. It has been confirmed in Parliament (19 May)

/that
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that the terms of sale have been agreed but the formal
documents have yet to be signed.

Use of RAN seconded personnel

3. Despite press speculation in both London and Canberra to

the contrary, there are no plans to ask the Australian Government
for the use of RAN personnel in connection with the Task Force
in the South Atlantic. There are no RAN personnel currently in

the Task Force.
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AUSTRALIAN FOREIGN MINISTER'S VISIT: MAY 1982
Brief No 4
POINTS TO MAKE

Commonwealth Games (if raised)

1. Glad that question of attendance at the Brisbane Games
resolved. But revision of Constitution could cause future
problems.

EC Common Agricultural Policy (CAP) (if raised)

2. UK working in EC for CAP reform. In our interest as much

as Australia's to limit production of high cost supluses which
can only be disposed of with aid of subsidies. Indeed, on basis
of mandate given it by the Council, Commission has been exploring
ways to rationalise European agricultural production with our
full support. But reform process will take time. Other member

states face genuine difficulties.

General

3. (If necessary) should be possible to solve problems
amicably. Counter-productive for Australians to threaten trade
retaliation: this merely puts EC backs up, and can hurt most

those who support Australia's case like UK.

EAST/WEST RELATIONS (INCLUDING POLAND AND AFGHANISTAN)
US/Soviet Relations

4. Welcome President Reagan's 9 May speech. Should give West
initiative and help with public opinion. Also welcome
possibility of Haig/Gromyko and Reagan/Brezhnev meetings.
Important to keep channels open to Russians to reduce their
insularity and put across Western views.

Next few months important

5. Prospect of high--level US/Soviet bilateral meetings and
possible START talks will determine East/West climate. Must give
maximum support to enable US to build on 9 May speech and retain
political and public initiative. No prospect Russians will

accept need for restraint and compromise unless West is seen to

/be
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be united and determined.
Poland

Internal Situation

6. Prospects very uncertain. If Government relax their grip,
popular opposition will spread but martial law can provide no
lasting solution to Poland's political and economic problems.

Western Policy

7. Important to maintain firm and united Western line. Welcome
recent relaxation of martial law but not far reaching enough to

warrant any change of policy. (If raised). No question of

providing new credits; rescheduling of 1982 official debt remains

under review.

Refugees (If raised)

8. Believe Western statements have helped deter Polish
Government's attempts to force detainees to choose between
imprisonment and exile. Will keep up pressure.

Afghanistan

9. Must not allow issue to drop from sight. Must continually
remind Russians that Afghanistan remains a central issue in
East/West relations.

Middle East

10. Glad that we are both participating in MFO. Important

for such peace-keeping efforts to have broad international
support.

11. Sinai withdrawal was important step forward, but
Palestinian problem remains central. Autonomy talks likely
to continue for the moment, but prospects for success are
poor; some fresh thinking may be needed soon.

12. Ten committed to Venice principles as framework for
comprehensive settlement. Equally, important that Arabs
should unite around positive proposals. These must include
acceptance of Israel's rights. Then easier for United States

to move towards acceptance of Palestinian rights.

CONFIDENTIAL




CONFIDENTIAL

AUSTRALIAN FOREIGN MINISTER'S VISIT: MAY 1982

BRIEF NO L4
ANGLO-AUSTRALIAN RELATIONS AND OTHER ISSUES

ESSENTIAL FACTS

Internal Political

114 Federal (Commonwealth) Government has been a Liberal/National
Country Party coalition led by Mr Malcolm Fraser since 1975. The
Government has a majority of 21 in the House of Representatives
over the Australian Labor Party opposition led by Mr Bill Hayden.
But since July 1981 the Government have not had an overall majority
in the Senate and thus face some obstruction there, especially on
the most contentious issues (eg unions).

2. Recent setbacks for the Liberals - defeat in a Federal
by-election in March and in the Victoria State elections in April -
may largely be attributable to mid-term anti-Government swing, but
Mr Fraser and his Government have seemed a little beleagured.
Resignation of two junior Ministers over undeclared importation of
a television set by one of them, and a direct challenge to Mr Fraser's
leadership from Mr Peacock, former Foreign Minister, in April, have
not helped the Liberal Party image. However, Peacock challenge
resulted in a firm endorsement of Mr Fraser as leader. In the
Ministerial reshuffle in May Defence was the only major

Cabinet portfolio to change hands, though there were some other
Cabinet changes and several changes in junior ministers.

Economy

D Australia's economic growth continues to be well above

OECD average, but effects of the world recession are showing.
Levels of inward investment (especially in mineral development)
seem to be slowing, and lower world commodity prices and

volumes are leading to lower mining company profits. Following

abandonment of the wage indexation system inflation (11.3%) is

rising, as is unemployment (7%).

/Anglo-Australian Relations
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Anglo-Australian Relations

4, Links remain strong although they have naturally changed

and developed over the years. UK and Australia remain like-minded
politically although Mr Fraser is personally sensitive to any

signs that UK is attempting to 'nanny' Australia along. More
recently, the Australian Government have demonstrated total support
of the UK position, and actions, over the Falkland Islands issue
(Brief No 3). Our visits to Australia are welcomed (the most recent
being Mr Buchanan-Smith in February and Mr Atkins in March).
Britain continues to be Australia's largest single source of
immigrants providing 30,000 out of a total of 110,000 in 1980/81
and an anticipated 40,000 out of 120,000 in 1981/82. There are
also frequent Australian visitors to UK. Mr Fraser last came for
the Royal Wedding; Mr Street last visited UK in June 1981.

Constitutional Issues

5 Australia's constitutional arrangements have changed little
since 1900/1901 when the States ceded certain powers (external
affairs, defence, finance) to the Federal Government. The States,
which are self-governing dependencies of the British Crown, retained
full powers in certain other matters. The residual links between
the Australian States and the British Government are recognised

to be anachronistic, and proposals to change Australian
constitutional arrangements)cutting these links, are expected to

be discussed by the State Premiers and the Federal Prime Minister

in June at one of the regular Premiers' Conferences. Generally

the matter is progressing on lines acceptable to ourselves and

the Palace, though some Australians concerned, particularly

New South Wales but also possibly Mr Fraser, want to cut the

links by exercise of Australian legislation alone, as a demonstration
of Australia's existing independence. There is no real parallel
between the Australian issues and the Canadian ones: not only

are the problems themselves quite different, but the Australian
proposals are expected to be uncontroversial in Australia.

Foreign Policy

6. Generally reflects Australia's position as part of the " wider

Western Alliance' (a term used by Mr Fraser in his 18 May speech)

/especially
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especially as an ally of the US, with deep distrust of the Soviet
Union, and calling for Western solidarity against the Soviet

threat worldwide. Reverted over recent years to " forward
defence'" philosophy, after more isolationist " continental
defence'" interlude. However, general foreign policies increasingly
influenced by geographical considerations and reflecting to some
extent Australia's enigmatic position as a developed country

whose exports are mainly of primary products. In particular,

Mr Fraser has shown a wish to play a role in advancing North/South
discussions, for example, at CHGM last year. Some earlier

domestic criticism that Mr Fraser was overly concerned to make an
international name for himself became much more muted when CHGM
was perceived in Australia as a success for him and a boost for
Australia.

Commonwealth

7. CHGM Melbourne (Sept-Oct 1981), helped recovery of Commonwealth

morale after controversy over Springbok's tour of New Zealand.
Current morale high; good Commonwealth response (especially from
01ld Commonwealth) to Falklands crisis.

Commonwealth Games: Brisbane 30 September to 9 October 1982

8. Commonwealth Games Federation met in London, 5 May/ African

boycott was headed off, and New Zealand attendance, assured
unless African attitudes change before the Games start. But

a drafting group to meet at Brisbane will consider Constitutional
revision to allow for exclusion of member countries which
maintain sporting contacts with South Africa. If implemented,

this could cause problems for the next Games in Edinburgh, 1986,

AUSTRALIA - EC

General

9. Recent EC/Australia relations have been difficult because
of problems in trade field, especially over trade aspects of
Common Agricultural Policy, but also a recent row in GATT over
Australian safeguard action (now settled). Visits to Australia
in recent months by Mr Alec Buchanan-Smith, M Gaston Thorn and
Mr Humphrey Atkins (then Lord Privy Seal) did something to

clear the air.

JEC
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EC Common Agricultural Policy (CAP)

10. Main Australian complaint is about EC agricultural surpluses
being exported at subsidised rates in competition with Australian
produce. Australia also complains about protectionist aspects of
CAP which have caused reduction in Australian export to Community
countries (especially UK whose agricultural imports from Australia
fell from £151 million in 1972 to £53 million in 1980).

EC Manufacturing Beef Balance Sheet

11. This permits some imports from third countries (not only
Australia) to enter the Community at nil or reduced levy rates
to make up any deficiency (balance) of Community production.
Precise quantity is st by EC every year, and EC beef producers
(France and Ireland) always argue for minimum. Australians
maintain they secured an EC commitment in 1979 as part of GATT
Tokyo Round that quantity would be at least 60,000 tonnes of
beef per year. We accept there is moral but not legal commit-
ment, and normally support Australian case in annual EC

discussions. This year 60,000 tonnes was agreed, but half is

subject to 45 per cent levy.

Australian Trade Retaliation

12. Australia has in past threatened trade retaliation against
EC if she did not receive satisfaction (eg over beef balance
sheet). We should impress on Australians that such retaliation
is counter-productive. Unselective action against EC member
states tends to hit UK hardest, given our greater trade with

Australia, despite fact we are Australia's main friend in EC.

EAST/WEST RELATIONS
US/Soviet Relations
13. Eureka College speech (9 May), President Reagan called for

the beginning of START negotiations and put forward a 5-point
programme for East/West relations. This consisted of: military
balance, economic security, regional stability, arms reductions
and dialogue. Although the Russians have been dismissive of

this programme, they will be conscious that it was a well-judged

/initiative
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initiative coming on the eve of the President's European visit
and his attendance at the NATO Summit and they will work hard to
discredit it. Their attitude to START talks is likely to be

more positive.

Summitry

14. President Reagan has made it clear that he is prepared to
hold a Summit meeting with President Brezhnev later this year, as
long as it is carefully prepared, has the prospect of a
successful outcome and fits into the overall context of US/Soviet
relations. The likely venue for such a meeting is a European
neutral country (Austria, Finland, Ireland and Switzerland have
all been mooted), possibly in October. Haig and Gromyko have
already met, most recently in January this year, and there is a
possibility that they will meet again in June, in New York, in
the margins of the UN Special Session on Disarmament.

Poland

15. Mass unofficial demonstrations took place in Warsaw and other
Polish cities on 1,3 and 4 May in support of Solidarity and in
protest against martial law. These were followed by protest
action on 13 May in response to a Solidarity strike call. The
Government reacted by arresting some 3,000 people. Western
Policy towards Poland was re-affirmed most recently in the NATO
Foreign Ministers Luxembourg Declaration.

16. Although the Poles recently signed a rescheduling agreement
with the Banks for 1981. Western Creditor Governments have
agreed that there should be no change in present policy to
suspend credits and 1982 rescheduling negotiations for the time
being.

Middle East with MFO

17. After the successful completion of the Israeli withdrawal

from Sinai on 25 April the MFO took up its patrol duties
along the Israel-Egypt border. Australia and New Zealand
have made a joint contribution to the MFO of 12 helicopters
and 200 support personnel; the UK is providing a 37-man

headquarters unit.

18. The key to further progress on the Palestinian question

lies with the Americans. They are clearly determined to continue

/the
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the autonomy talks during 1982, but are also seriously
considering ways of broadening the Camp David process thereafter.
We are encouraging them in this. The Israelis seem determined
to offer the Palestinians no more than limited autonomy even in
the longer term: this is incompatible with self-determination,
which is a vital element in Egyptian and, of course, European
positions.

19. We have entered a new period with the return of Sinai

and a statement on the Middle East may be required at the

June European Council. We believe that the Venice principles

are still a valid basis for European diplomacy and that the

Europeans cannot remain inactive. The Fahd principles remain

on the table for Arab consideration, but there is no immediate
prospect of a reconvened Arab Summit. Australians generally
keen to support US on Middle East issues; they also have

significant Jewish lobby, and many Arab and Lebanese immigrants.
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