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PRIME MINISTER

MEETING WITH MR. JOHN HOWARD

You are to see Mr. John Howard, Leader of the Australian
<.
* . “\ . . .
Opposition on Tuesday afternoon. He wants a mainly political
. . —————— ety
discussion.
———

The Opposition have recently lost the lead in the opinion

polls in Australia and Mr. Howard is very well behind

Mr. Hawke in terms of personai popularity (55% versus 34%).
v A o
You will no doubt want to talk generally about your

forthcoming visit to Australia and points which it would be

helpful to make in your speeches and elsewhere. There are, in

addition, three particular points which might come up:

there is growing controversy over the aspiration of the

present Australian Foreign Minister, Mr. Hayden, to

become Governor—-General. He is a republican and

Mr. Howard and the rest of the Opposition are very

strongly against his candidature. He may try to elicit

an opinion from you. This is something you should stay

out of. The choice of the Governor-General is for

e

The Queen to make on the advice of the Australian

Government

-

he may mention that Malcolm Fraser wants to become UN

e ————

o
Secretary-General. This would of course be a perfectly

appalling idea and I do not think Mr. Howard himself is
very keen on it;

he is still angling for you to include some sort of

further meeting with the Opposition during your visit to

Australia. The programme provides for you to call on him
—




and some of his senior Shadow Mlnlster colleagues but we

have strongly re51s£ed anythlng further I understand

that he may suggest to you that while he is walking you
from his office to the National Press Club you should

look in brlefly to a room where he w1ll have assembled

about 100 Opp051tlon Members I really do not thlnk thlS

would be right and I am sure John Coles would advise the
same. The press would make a meal of it. I am sure it
is better to stick to thernermai pretoeel for these
visits. You will in any case be giving Mr. Howard plenty
of attention by seeing him here in London and in

Canberra.

-

(C.D. POWELL)

22 July 1988
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In view of John Howard's impending
visit thought you might like to see

the ‘tached
Tt
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Sir James Spicer MP
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SCOTT HAMILTON

In my reccnt note about ihe Leader'’s London progremme, I mentior
delicacy of the political climute here.

The following c¢lips from the weekend papers will give you a flavour of
currcnt political apcculation,

Bluckal & Mazguar.c Stroets, Rarinn, A CUT PO, Box E1Y, Queen Vidoua Terrace, A.C.T. 2607 Telephane: 73 2564 Telex AA 4261 Fiusimil. 7319%

RECEIVED FROM @62 731534




From PETER REES

CANDBERRA: The Liberal
Party’s foderal President,
Mr Johmn Elhott, has told
key Liberals he will enter
Parliament before the mext
clccuon if necessary.

Ele is undersiocd 10 have be-
gun canvassing the possibility
of standing mn a by-clechon.

But it is not known whal, af
any, scat he has in mind.

Liberal sources say that Mr
Elsott would only conssder en-
1ering Pachament 1f be knew he
had cnough suppont within the
parhames ranks 10 win the
leadership from the cumreat
keader, Mr John Howard.

_ “He would only wamt ome
job — the top job,” onc Liber-
al saud yesserday.

Last October when he be-
came the party’s federal presi-
dent, Mr Elliott ruled oot con-
swdenng eotering Parliament
=unt abler the ncat election™.

The possible change of heart

by Mr Ellicit comes amid rest-
Icssncss within the Opposition
over its chances of winning the
nexl elecuon.

Although the Opposition
started the up W0 7 per
ocnt ahcad of the Federal Gov-
crament in opinion  polls,
Labor has slaged a sirong

comeback to be virtually an
equal tams.

This has led to renewed
questioning of Mr Howard's
Mo e

There has becen growing
speculation sathin the Opposi-
uon of approaches by scveral
scnior Liberals to Mr Elliont 10
sound oul his inicalions,

A number of them are shad-
ow ounisiers and have been
wenuhed as Howard support-
ers mn the past but are now
beginning to doubt thal be can
win the r.ext clection

They no longer believe that
the former lemler and prescat
deputy beader, Mr Andnew Pea-
cock, is a viablc alicrmauve
and for that scason, have beeo
Jooking at {resh blood. o

Incrcasingly, Mr ElhotL as
Looking like the only ont.

However, other Laberals be-
ficve that Mr Elholt has yet 1o
prove that he 1s an acocpiable
OpLoN.

They are worricd ihal he
could be vulnerable 16 a sus-
wined Government attack on
his vicws oa tazation, includ-
ing his support for a consump-
nan \ax.

The Govcrament has la-
belled ham_“un-Awvstralian”
nnd‘purhy of exonomic treach-

or

ery saying that Awinha »
a bad place 10 invesi.

a e Rt e

THE

WEST AUSTRA

- Ao

|

L @PRAL PARTY

RECEIVED FROM @62 731534




—

-
¢
-
-

THE AGE, Monday 4 July 1988’

The leader the

5 oot abcut what will
or can happea, or, for
that matter. what this
writer would Bike D see

bappen. It ks about whal the Liber- |

als should prodably nake happeo
M they waal o improve thelr

the wext |- .
" replace Bul Hayden. (The Hawke '

Joan Flliott a seat, and then takea ;

oa him as leader.
Radical? Risky? Mighial pay
oft? Yawmmmnum

months go by, it is incressingly - .
clear that ibe Liberats under Joba -

Roward's have no

more thad a&n.cc.pl- rd
r - saggests hat the Liberals have

By lesm, of wiasiag e next
election.

Elljott weuld very likely
Certatnly E3--

qhm»mmnlﬂ_

ecavironmeat, his wealth.
1a his taver would be kis leader-
ship skills bis shility to differsoti~

ale his preduct, his crash lhreugh -

style, his cunocsity value, and the
.ppenldnun.mpmmry
which is anether bramd of tde
thad made en= think, im the
Late 19708, hat maybe the Labor

showld draft Hawke, thea -

party
still eatside Parilamesnt, (o

. about the

brand came outl &s “consensus”.”
Heaven knows what “processed™
Elliott bastardry would Look hike.)-

11 you are 4 smalld liberal con- <

cerned aboul the future of the
ceuntry, you would not welcgme -

. (he possibility of fhe righi-wing

John EMlott ranning it. But if you
are a common or garden Liberal
y abowk win-

Flliott

‘concarned primaril
ning the mext election,

ml‘lonl a saleable proposition.
The evideaoce 30 far this year *

terrible troubles wila Howard.
“The ialest opinion polls are mixed
In termas of purty support, wilh last

week's Meagan poll in ‘The Balle-

tin’ showing the coalition three
points abead, while the Age Poll

. showed ihe Government leading

the coslition 44 per ceat 10 JO per |
oent. ;

But the polis do show clearly
that Howard ls baving, and will

conttnue 0 bave, tremendous dif- -

ficulty la grabbing the publics
tmagination er suppert. The Age
Pell showed only iwo per ceat of
volers raied his performance as
wery good and 15 per cent as good,

- & arop in geseral approval of four

research Indlalm (hzt peopn

_ would like to switch from the Gov-

ernment but are nol cenvinoed

have some sympathy for Boward, -
but they do not believa he is &
credible altermative. N

For Howard, the pext critlal
Lest will be the referendums on 3 .
- Seplember. He bas Invesied a
buge amount of prestige In his
fight agminst the Govunmnt'l
four Questions. .

The Liberals’ own ruun:h.np
gesis that public support for the
qQuestion on fouryear parilamen-
tary tevms has fallea 0 53 per
ceat. However, sapport for (he’,

- mthmnd?oper\
 cent. With such a long time to ga, .
1t ks impuossible to predict whether - .‘1

the Geverament can get the po-

the refereadums — nod the first
Quesstion (w—yeu‘ terms) s the
crucial one — his fortunes will

- probably pick up a litlle, allhoagh -

he will come in for same Criticism
as a spoiler who stopped a desir-
ahle reform. If, however,

Howard
_ falls, there will be 8 big backiash

sgainst hi both la the media and
the party, which could provoke

- seme crisis-ihlakiog lnons

Liberals.

But crisis or no, the Liberal Par-
lylssnutdlvtmmepmhbmnal"
it has absolately sowhere to turn.
Andrew Peacock is no longer an ..

option. He does ant even have a

power base of his own, and by
becoming depuly bis fortwars are

alternative, People -

5, ¢ 3 4 (41

+ Chane
term lesder, wod 18 aagliag o'

4 ™comes 10" leadership,

ryawwmmmmnew
erals like to portray themselves as
ruthiess pragmatists when It
Bt don't

" belleve the mage.

. are both convinced

Bod Hawke and Panl Keatlng
they could
beat, even destroy, Elllott if he

-— suddealy matenalised as Liberal

¥ jeader. Maybe, maybe no. I recall

¥. o, Malcolm Fraser confidently say-
3~ jog the same thiag about Hawke.,

- Possibly Fraser still thinks he -

s coukl have beaten Hawke had
~ there been a few moaihs between
" the acoeasion in 1983 and the elec-

tton. Persasally, 1 think Hawke

would have wno agalnst Fraser -
whenever the electlon waas called. -

Of oourse, Elliott would be

™" moch’ more of a question mark

as

~~M7Mpnbh By

bcked lo with Howard Fred
sees Aimself as a loag-

switch (o (he Houve of Represea-

tatives at ihve nex election, assum- -

ing the new seat proposed for -
Wentern ' Australla - is winnable, '
But he does not present an ak
ternative for the next election
And Elliott is not avaliable, In
lerms. Even M the party”
thought Elllot would give i
best chance, thers would be

easy way of gelling i lote Par- 3

hameat and bato t
Boward woald

than was Hawke. The Australian -

pabiic wanted Hawke as PM, and'
Bbad dome so for years, There Isno.

such groundswell for Elllott. Sol, -
if W~ public wished for a change -

he would present a clear cholce.
The one
osition that Ellkoit would be wortk
the risk is the continuing argu-
ment aboat taxation: M the Gow-

* eruneat coald produce anything -

. pew on s trost (0 embarmass
“him serfousty, Elliott would obvi-
ously oot be a nuentm

to the prep- -

ously qulte close lo
Although ihe federal svln;
required 1o win is now gresler
' than at the last election, because
Labor performed well o the mar-
ginal seats, the ocuaservalives
picked up voles overall, acd ars

Aldgd TBA3EI

still well within striking distance. . -

This will be highlighted }{ Labor
lases groand @ the Victorian edec-
‘ tion, due late (his year or earny
pext yerr, ar the Western Austra-
lian election, due carly next year.
1f the conservatives look gemer-

ally to be on & roll, but the Hawhe- -

Kealing team still seems faverite
for the next federal poll, the Lid-

- erals will sarvey (he acese Wik
somo on,

The federal Liberuls in 1983-3%

are in a similar position & Labor

Ao [381-82. The political tread is

. pmhahly moviag tbeir way. But

they are uaabdle to exploit it. They

may, under their preseat beader-
saip, be abie to wia. Bul yeu would

neot waot 1o gamble a forune om M.

ln Lhose days Bowever, the

ALP had one greal advastager

over loday's Liberats. It had an

alternalive leader, on e spet aad
only t00 ready, willing and able.

Even 5o, Labor went through ago-

mes la turnlog 10 um.

. The Liberals’ apparcally best
altenative 1s almost certainly ot
of resch, and cartaialy a Jet more
chancy. They will nced a greal

. deal of help from circumsioaces

and their opponents s have a
prespect of pulling of! Be next
clectzon. They are not, i scems,
able to do much 1o Relp
themselves.
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By NG STENETEE,
Poirlesd Cormraponde
CTANBERRA: Opinsos poll

fadiags ahowing a further drop in
suppoct for My Howard led to new

miﬂwmhwm

fouad W the Opposstaon Lesd-
o'y posilise etiag — Lhose who

MHoward asc chosc (0 the boweat he
has recordod in almom thees yean
as leadw, coghsise what scveral
Lidcials describod yossrnday a9
the “malaise” in the Opposition.
An sitcmpe by nc Senals
Opp Leader, S Cha-
ary. wuhm:muoﬂw
Howard bachfired when the
ngouuon Leader ladirecily

moch of Uss busden.
“We put 8 very beavy load sa
" Sensor Chancy snd.
“The rest of us have to get off
anr ulhutl do more »uck e

Mv Howard did oot sppreciale
Senatwr Chaoey’s westure, wo
doubt bocause he realised it could
be easily inisrpreted s sugacaling

The cxchange poloss o the
muucmmdth
aver the Coslithon’s

ﬁum&du&y«nqtoop-:
cenl, e m‘m M
has sh d to » very low 28 per

rnlou lu’;;lc a sagnihusat
o pact o c Reauwls
from the mme J published in
yestesday's Hesald show that
Lador has bousced back from the
uvugh of February and Macch,
dunng which it lom the Adclaide

ceot, cumpased with 52 per somt
far Labor.
|huv-iuuunu‘n¢mr
the Coalithon bas besa’anable o
capitalise on Labor's woes of
e lier Lhis year.
A2 20 Opposiion pasty meeting

Howard under pressure, and he wants it that way

tively secure im O shoct fer
becumsc of the sbuence of de
alicrmatives. The Depuiy Oppe
tioa Lculcr Mr Peacesk,
contiawng o play a seppors. —1
rols and lins facad feom consc (7]
Don in maay e =
The olbher maia ahlernisive
the Parlsaimont is Scnalor Chane
»ho would have o reaios B

sald his perfesmance was guvd o
wery good ~ fedl 4 pcr cond in the
last monah 0 L7 per cesd. Al the
same e, Mr Hawhe's suppon
Jumped (rom 45 per csnt ¥ 22 per

[ 18
The figusca, which fer Mc

Scnstor Chency told the Nerald
has e figures conld bs unaboative
of an meve desoussed by O
ton (ronthenchers this wesk. They
had agreod thal (hey had befl the
Opposiion Leader 0 cary 100

that he was aat up 10 the loader's

"l would sol comment oa
anything Lhat mey have h od
in shaduw cabanet
woek™ wan bis terss reaponse

1hrough aspobesman.
=S

by slectson and the NSW cleciion,
and s now leading the Cealsion
by 44 w ¥ pﬂ anl m veing

rocently, the NAW Nasional Party
MP, Mr (an Robiason, spoke lor
muay of s colkeagucs when he

long-bheld ambition 8o fand & =
! “&c House of Heprescciaay S
Onc opponunty may have anw

doning the

Du.oa-mln-lmu
s ool
Whilc suppont dar the Opposi-

t for the seud that the Coalitiun bad guud
policres but i dud a0t soem to be
able to get abem (hrough Lo vesers

My "s possson 13 sele-

on Thucadsy mith ibe doaxvon

the Commonwmeshid Elecion

Commissioner, e Imks. W
Csatlasced Page &

1

‘ From Page 1
creste a mew scal im Seaalof
Chaney’s bome Siaie of Western
Aumnlia
Senator Chancy said yesier-
&yhmdumdh
the mew scal i -

Ancther scat wowld hawe

m:do-mmp‘ before-
band.

The third akcrmative to Mr
Howard 1s Mr Joha Elliott, head
of Eilders-1XL and the pasty’s
JFederal Prcsideat, who zome
“Libesals belicve would make ay
attractive, strong leader. Coun-
Ling against My Elliott is that be

tion which they believe would
damage Mr Elliott snd which
they archolding 1o rescrve.

The closer the party gets w the

unn‘edfoth—d’k-aep % méat elechion, the greater will be ;
m

the pressure on Mr Howard to
demoastrate that he can win
The Saulwick Herald Poll was

i“ Pressure on Howard grows after poll result

About the poll
Dare: June 27 and 25, 1968

conducied by telephone among
1,000 voters throughout Ausira-
lia on Tuesday and Wednesday
this weck.

It shows that approval of the
Prime Minister's performance
bas jumped from 36 to 32 pe
<ont in three montha.

The latest poll was condectod
immediatcly after a high profile
visit o the US by Mr Hawke,
who met President Reagan and
the presidential camdidates and
argued forcefully agaimst US

bsidics for agriculasral exports.
which are barming Asstralian
go0ds.

ple: 1,000 soten
C-vuc Natosal
Miethod: Telephone
Question: Thinking about Mr
Hawke/Mr Howard and bis ped-
formunce ss Primsec Mindstec/ Leader of
the Opposion, would you say his
performance wae: very posd, govd,
fait, poer, wrz poax?
m,s of this sed sre subjoct
nocmal sampling vanance which, with
the sample of 1,000, conid be wp o
plus or minus 4 per cent. .

Bgadwo u.-uhu-m
Sauhwich and AsoCatss who sise
sopmght

MONDAY: What people shink
of the Abovigiaal Treaty.

lswng
the

Mow the leaders rate

it

HAWKE

Now Amonthago Now
Vary good 43 15 2
Good £ LS 15
Fair 34 £ 43
Poor 7 10 Py
Very peor 4 9 13
Don’t know 2 2 4

Mw__npmq‘umm*mmw
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Australiah h

MR JOHN HOWARD, leader
of the Australian Liberal
party, is to make a private
visit to London later this
month to attempt to discover
why Britain’s Conservatives
keep winning.

Mr Howard was Treasurer in
Mr Malcolm Fraser’s Liberal
government until 1983,

Since then, the party has lost
the last three federal elections to
Australia’s Labour Prime Minis-
ter, Mr Hawke.

“Britain’s government is the
showpiece of conservative poli-
tics around the world,” he said in
Sydney yesterday.

“They win, and I want to make
a political study of their success,
That is the dominant reason for
my trip.”

By Geoffrey Lee
Martin in Sydney

Mr Howard, who is also leader
of the Opposition coalition of the
Liberal and National parties in
the federal government, said
there was a constant interchange
of information and ideas between
his party and the Conservatives
at the organisational level.

He now wanted to make “some
political observations”.

Mr Howard said: “In the 1960s
quite a few members of the Con-
servatives spent a lot of time in
Australia learning from us.

“Now they’re in government
and we are not, and perhaps we
can learn from them,

“I don’t know their secret.
Maybe it's the total incompe-
tence of the British Labour

unt for Tory tips

party. But I suspect it is Marga-
ret Thatcher.”

Asked how much affinity there
was between the Australian Lib-
erals and the Conser vatives, Mr
Howard replied: “They have
gone through the same transfor-
mation we are going through.

“Perhaps the real difference is
between the two Labour parties:
Australia’s Labour is a social
democrat or United States Demo-
crat-type party. The British are
still into cloth caps.”

Mr Howard arrives in London
on July 20, and during a busy
week will meet Mrs Thatcher, Sir
Geoffrey Howe, Mr Nigel Law-
son, Mr Peter Braoke and Sir
James Spicer.

He will also have talks with a
number of prominent bankers
and industrialists,







CONFIDENTIAL

CALL BY MR WILLIAM ("BILL") HAYDEN, AUSTRALIAN MINISTER FOR
FOREIGN AFFAIRS, ON THE PRIME MINISTER, 14 MAY AT 4 PM

STEERING BRIEF
[l This call of thirty minutes offers an opportunity to

demonstrate the importance we attach to Australia. Mr Hayden

will be very pleased to be received by the Prime Minister.

25 Our interests in Australia are very large. Bilateral

trade yields us a net annual surplus of around £1 billion and

——

Australia is in second place as a destination for British

overseas investment. Internationally, the Australians exercise
constructive influence in South East Asia and the South Pacific.
Their support at multilateral conferences and negotiations is of

great value to us.

3l We need continually to reassure the Australians that

we are anxious to hear their views. The two subjects about

which the Prime Minister might best speak so as to demonstrate
our anxiety to take Australian views into account are the

London Economic Summit and Hong Kong.

4. The latter presents no particular difficulty. The
Australians are happy with briefing we have been giving them.
The Prime Minister will wish to know that Sir Geoffrey Howe,

following his visit to the Far East, sent a personal message

to Mr Hayden about the negotiations. Mr Hayden speaks freelv to

the Press and should be asked not to disclose discussion of

—_—

Hong Kong.

e The London Economic Summit is a contentious issue with
Australia and Mr Hawke has made known to the Prime Minister his
disappointment at Australia's exclusion. 1In talking to

Mr Hayden the Prime Minister might begin by alluding to the

trouble we took to get participants to consider Australia's

CONFIDENTIAL /claim
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CONFIDENTIAL

claim to a seat. There was no consensus, as she explained to
Mr Hawke. The Prime Minister could then move on to identify the
principal concerns of the forthcoming Summit and invite Mr Hayden

to let us have Australia's views on them.

6 Mr Hayden has told the Press that he intends to raise one

bilateral matter with the Prime Minister, the British nuclear

tests conducted in Australia in the 1950s. He wishes to acquaint

—
Mrs Thatcher with the high level of concern now felt in Australia

about the effects of these tests, especially on aboriginal people.

He is seeking "quite full" disclosure of information to reassure
meeal e

the public.

7 The Prime Minister can assure Mr Hayden that to the best of our

knowledge and belief the tests caused no injury, either to those

who took part in them or to local inhabitants, including aboriginees.

In addition, she may say that Australian officials, who have been
given access to data available in the UK, have indicated that they
have what they need to compile a comprehensive report on the back-
ground of the tests in Australia for publication later this year.

The only information we have withheld relates to weapon design.

We remain ready to provide the Australians with such further

information and assistance they may require.

8- Should Mr Hayden refer to the wish of the Commonwealth
Government in Australia to sever the residual constitutional links

between Britain and the Australian States, he may be told that this

is a matter for Australians to resolve in Australia. When there is

agreement in Australia on the severance of links, we will do all
we reasonably can to assist, eg through the passage of Westminster

legislation.

O The personality note makes it clear that Mr Hayden feels

bitter over his deposition from the leadership of the Australian
o gttt

Labor Party. References to Mr Hawke's successes are to be

avoided.

South Pacific Department
May 1984

CONFIDENTIAL
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HAYDEN, THE HON ("BILL") WILLIAM GEORGE, MP
Minister for Foreign Affairs since March 1983.

Born Brisbane 1933. Joined Queensland police force after
leaving school, continuing his studies part-time. Elected ALP
Member for Oxley (Queensland) in 1961; subsequently obtained degree
(BEcon) at Queensland University. Minister for Health and Social
Security in Mr Whitlam's Governments from 1972 to June 1975, when
appointed Treasurer. From March 1976, Opposition Spokesman on
Defence; from September, Spokesman on Economic Management. Lost a
ballot for leadership to Mr Whitlam by only two votes in June 1977.
Elected leader after December 1977 election defeat when Mr Whitlam
stood down. Leader of the Oppositon until February 1983 when he
announced his resignation of the leadership giving as reasons his

reluctance to encourage division and faction fighting within the
ALP,

Established Australia's first national health insurance scheme
("Medibank") despite considerable opposition. Showed promise as
Treasurer, in particular with his 1975 budget, but there was not
enough time before Mr Whitlam's dismissal for his policies to show
results. Refused after 1975 election defeat to accept shadow post,
declaring he wanted to further his studies, but soon apparent that
he was Mr Whit%am's likely and chosen successor. As a leader of the
Party in opposition he was consistent but not charismatic, and made
some unfortunate minor mistakes which were exploited by his rivals.

fle harbours bitterness about the way he was forced out of the
party leadership, and wouldnot pass over an opportunity to regain it.

Recent formation of a Centre Left group within the ALP composed of a
number of MPs and others not previously close to ALP left wing or
right wing factions, has given him a potentially useful power base.
Mr Hayden is a foreceful and innovative Foreign Minister who is
basically well disposed towards The UK (notwithstanding occasional
public statements which might indicate otherwise). He has actively
pursued a policy of involving Australia in the affairs of the Asia/
Pacific/Far East region, taking a special interest in the Cambodian
question. Nevertheless he is committed to maintaining Australia's
position as a western, aligned nation and to maintaining the ANZUS
alliance, but on the basis that Australia should be an equal partner.
He often thinks aloud at his press conferences which causes his

Department and Occasionally his allies, including ourselves, some
problems.

Despite his rather nondescript appearance, he speaks clearly and
holds his own well in debatd and on television. Somewhat intense
and even humourl&ss. ‘Non=smoker, former rugby league footballer.
Privately very Pleasant, gentle and'@odeé%T' Slightly deaf. Prefers
not to be addressed either “orally or in correspondence as '"Minister".

P

-

Married 1?60 (Dallas Broadfoot) the charming hairdresser .
daughter of a Coalminer; one son and 2 daughters. First child killed

in a road accident at age 5. A devoted family man who detests
Canberra, which he considers artificial.

South Pacific Department
May 1984

S ———————




BRIEF NO: 1

CONFIDENTIAL
CALL BY MR WILLIAM ("BILL") HAYDEN, AUSTRALIAN MINISTER FOR
FOREIGN AFFAIRS, ON THE PRIME MINISTER, 14 MAY AT 4 PM

LONDON ECONOMIC SUMMIT

POINTS TO MAKE

] Aim of Summits is not to establish permanient mechanism for
resolving intérngfional economic problems. Rather Summits aim
to give high level i@getus to resolving problems, usually
building on work in éxis£ing fora. Summit leaders will want

to show that problems of world economy can be tackled and that
present upturn can be turned into sustaiﬁéd non-inflationary
growth. They will also be aware of the need to spread the
benefits of economic recovery more widely.

2 Although there is no formal agenda for Summit, main elements

of Summit strategy should be:

(a) continued adherence to prudent macroeconomic policies
with firm control of monetary growth and measures to put

fiscal deficits onto a sustainable medium-term basis;

firm US commitment to tackle its budget deficits so
——————

monetary targets can be met with less strain on interest

rates and risks of renewed inflation can be averted;

more realistic pattern of exchange rates. Improved US
'—“

policy mix should help orderly adjustment of the dollar

but liberalisation of Japanese financial markets and

greater international role for yen also important;

as a means of strengthening recovery, giving emphasis

to the need to reduce structural rigidities and impedi-
ments to growth; and promote flexible working of markets
in our economieg the encouragement of technological
change and public acceptance of such change; the
reduction of protectionism and the opening of markets,

particularly to exports from developing countries;

CONFIDENTIAL
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developing medium-term strategy to deal with debt
problems, including possible continued IMF monitoring,
larger direct investment, debt restructuring and a

greater role for the World Bank;

need to follow-up work of G10 Deputies in the area of
improvement of the functioning of the international

monetary system;

3% Welcome Australian views on Summit issues. Have noted
that Australian views (especially recognition of need for
commitment to sustained non-inflationary growth and trade

liberalisation) are very similar to HMG's. Also aware of

particular interests of Asian/Pacific countries.

4. As hosts, aware of interest of non-participants in
proceedings. We take seriously our responsibilities to keep

them informed. Have already started this process in OECD

and will brief OECD after the Summit. [Hope to send a senior
official to Canberra soon after the Summit to brief

Australians.] Hope Australia understands reasons for not
expanding Summit participation - especially desire to maintain

the informal and wide-ranging freedom of discussion characteristic

of these Summits. Cut off point makes sense.

Economic Relations Department
May 1984
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CONFIDENTIAL

CALL BY MR WILLIAM ("BILL") HAYDEN, AUSTRALIAN MINISTER FOR
FOREIGN AFFAIRS, ON THE PRIME MINISTER, 14 MAY AT 4 PM

LONDON ECONOMIC SUMMIT

ESSENTIAL FACTS
fes
Personal Representatives met for the third time on 6-8 April

to prepare the Summit. Discussion focussed on a thematic
paper, the final version of which will be presented to
participants shortly before the Summit. Its purpose is to
identify the issues to be discussed at the Summit and to serve
as a quarry for possible communique language. The final
meeting of Personal Representatives will take place on

20-21 May.

2% Trade officials of Western Pacific countries met in Bali
from 30 April - 1 May. (An Australian discussion paper is
attached.) They resolved not to make a concerted regional
approach to the Summit, preferring instead that individual
countries should consider how to put their views to Summit
countries. Particular Australian concerns are the need for
trade liberalisation measures not solely of interest to the
major countries and increased awareness among Summit nations

of special Asian/Pacific regional interests.

Australian Participation at the London Economic Summit

Sy Australia has tried hard this year and previously to
secure attendance at Summits. The decision not to allow
Australia to attend this year may still rankle, even though
the Prime Minister wrote to Mr Hawke. In his reply to the
Prime Minister, Mr Hawke did not take up the offer of special
briefing. But the Australians will wish to be kept informed
of events. At the OECD Executive Committee in Special Session
in January, the UK representative gave an account of the UK

approach to the Summit at a dinner where the Australians were

present. UK intends to provide further, post-Summit briefing

/for
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for the OECD. Sir Robert Armstrong has agreed to go to Paris

shortly after the Summit. [A senior official will also go to

Canberra after the Summit, to provide special briefing for the

Australians.]

Economic Relations Department

May 1984
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FOLLOWING IS THE TEXT OF THE AUSTRALIAN PAPER FOR THE REGIONAL
TRADE OFFICIALS’ MEETING IN BALI 30 APRIL TO 1 MAY.

BEGINS. ..
JECTIVE OF THE MEETING (UNDERLINED)

AUSTRALIA SEES THE BALI MEETING AS PRESENTING AN OPPORTUNITY FOR .
REGIONAL COUNTRIES TO IDENTIFY THEIR INTERESTS IN A PROSPECTIVE ¢
GLOBAL ROUND AND TO CONSIDER HOW BEST TO SECURE ATTENTION TO THOSE
INTERESTS. PARTICULAR ATTENTION COULD BE GIVEN TO TRADE ISSUES WHICH
ARE OF COMMON CONCERN,; WILL ATTRACT A MEASURE OF REGIONAL SUPPORT AND
FOR WHICH THERE IS A PARTICULAR REGIONAL PERSPECTIVE.

AUSTRALIA SEES SUCH A PROCESS AS BEING CRITICAL TO ENSURING THAT
THE AGENDA FOR ANY NEW ROUND OF GLOBAL NEGOTIATIONS IS CONSISTENT
WITH THE NEEDS OF OUR REGION’S CONTINUED ECONOMIC GROWTH.

THE APPROACH (UNDERLINED)

THERE ARE BROAD PRIMA FACIE REASONS WHICH SUGGEST THAT THE COUNTRIES
OF THE REGION WOULD SHARE AN INTEREST IN THIS APPROACH:
L)

COMMITMENT TO STRONG SUSTAINED NON-INFLATIONARY
GROWTH

A PREDISPOSITION TO TRGDE LIBERALISATION

THE FACT THAT THE REGION HAS GENERALLY SENSED THAT

4
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BRIEF NO: 2

SECRET

CALL BY MR WILLIAM ("BILL") HAYDEN, AUSTRALIAN MINISTER FOR
FOREIGN AFFAIRS, ON THE PRIME MINISTER, 14 MAY AT 4.00 PM

FUTURE OF HONG KONG

POINTS TO MAKE

P Continuing to keep your Government regularly informed
at high level both here and in Canberra. Understand
Sir G Howe has sent you a personal account of his Peking and

Hong Kong visits.

o Sir G Howe's visit has confirmed our view that Chinese
genuinely seeking agreement with us. Still some major
difficulties. But definite progress was made, eg on timetable
for an agreement and on its possible form and content. Shall
continue to argue for balanced and binding obligations and
sufficient detail. These necessary if agreement is to be
acceptable to Hong Kong and Parliament and if confidence is to

be sustained.

Bin Predictable reactions to Sir G Howe's "unveiling"
statement in Hong Kong. General acceptance of realities of
situation but underlying anxieties remain. This shown by
UMELCO delegation's visit to London for House of Common's
debate and by their manifesto which has been published and
sent to MPs. This initiative entirely their own: has
already caused us some difficulties with Chinese but will
naturally continue to take their concerns into account in

the negotiations and do all we can to alleviate them.
. Chinese media reported statement factually and without

comment. Chinese appeared to have concluded that preparation

of Hong Kong opinion as much in their interest as in ours.

SECRET
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5 Still considering best method for assessing Hong Kong

reactions when draft agreement is published. Only terms

acceptable to Hong Kong could honourably be commended to

Parliament. Continuing to work for best attainable deal for

Hong Kong.

6. Grateful for anything allies can do to impress on
Chinese that an agreement on Hong Kong must be capable of
sustaining confidence among investors, trading partners and

the Hong Kong people.

Hong Kong Department
May 1984
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BRIEF NO:= 2

SECRET

CALL BY MR WILLIAM ("BILL") HAYDEN, AUSTRALIAN MINISTER
FOR FOREIGN AFFAIRS, ON THE PRIME MINISTER, 14 MAY AT 4.00 PM

FUTURE OF HONG KONG
ESSENTIAL FACTS

Future of Hong Kong

do The Prime Minister is aware of the background.

e A delegation of Unofficial Members of the Executive

and Legislative Councils is currently in London. The leader
of the delegation Sir S Y Chung, the Senior Unofficial Member
of EXCO, has said that the purpose of the visit is to meet
with a wide spectrum of Parliamentarians in order to reflect
views and wishes of Hong Kong people before Parliament
debates future of Hong Kong on 16 May. In preparation of
their visit, UMELCO have drawn up a manifesto reflecting
their concerns. It has been published and sent to MPs. It
has received considerable press coverage. The Government
was not informed of the preparation of this document, and
Sir S Y Chung declined to accept our suggestion that it
should be made only as background briefing material. The
Secretary of State dealt with a number of points in his

statement in Hong Kong on 20 April.

Briefing the Australians

Bie We brief the Australian Government regularly and at a
high level about developments in the talks. Mr Hayden was
in Hong Kong on 18 and 19 April, during the Secretary of
State's own visit. The Secretary of State's heavy schedule
precluded a meeting with Mr Hayden, but he subsequently sent
him a personal account of his visit to Peking. A copy of
this is attached.

Hong Kong Department
May 1984
SECRET
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BRIEFING THE AUSTRALAKS

PASS FOLLOWING PERSONAL ME "OM THE SECRETARY
HAYDEH 2

I AM SORRY THAT MY VERY INTENS IVE PROGRAMME IN HONG KONG MEANT
THAT THERE WAS NO TIME FOR US TO SEE EACH OTHER AS | WOULD HAVE
LIKED. | THOUGHT YOU wOULD LIKE TO HAVE MY PERSONAL IMPRESS IONS
OF MY VISIT TO PEKING TO SUPPLEMENT THE ACCOUNT WHICH WE WILL DE
PASSING TO YOUR SENIOR OFFICIALS 1IN THE USUAL WAY,

IN ADDITION TO THE CHINESE FORE IGN MINISTER, | HAD MEETINGS
WITH Jli PENGFEI, THE HEAD OF THE HONG KONG AND MACAU OFFICE OF THE
STATE COUNCIL, WITH PREMIER ZHAC ZIYANG AND, ON THE LAST MORNING,
WITH DENG X1AOPING. 1IN ALL WE SPENT SOME 9 HOURS ON THE HONG KONG
ISSUE. THE ATMOSPHERE THROUGHOUT WAS BUSINESSLIKE AND FRIENDLY.
THERE WAS NO ATTEMPT BY THE CHINESE AT CONFRONTATION ALTHOUGH
SOME OF THE ISSUES wE WERE DEALING WITH WERE PART ICULARLY
SENSITIVE FOR THEM, THE CHINESE LEADERS HAD JEEN WELL BRIEFED
AND IT WAS CLEAR THAT THEY WERE TAKING A CLOSE PERSONAL INTEREST
IN THE SUBJECT. THOUGH SHOWING HIS YEARS, DEN X1AOPING WAS AS
ALERT AS EVER AND VERY CLEARLY 1IN CHARGE,

MY IMPRESSION 1S THAT THE CHINESE ARE GENUINELY SEEKING
AGREEMENT WITH US ON HONG KONG. OF COURSE THEY wWANT TO GET
AS NEAR AS POSSIBLE ON THEIR OWN TERMS., THERE ARE SOME
MAJOR DIFFICULTIES IN THE NEGOTIATIONS WHICH STILL HAVE TO :ZE
OVERCOME. ONE OF THEM IS THE FACT THAT THE CHINESE CONTINUE
TO SEE ARRANGEMEWTS AFTER 9 S ENTIRELY A MATTER FOR THEM,

AND NCT SOMETHING TO R 3R » WITH THE ZRITISH GOVERMMENT,
ANOCTHER IS THEIR WISH T NTRATE ON EROAD PRINCIPLES AND T0
AVOID GETTING PINNED Down ON DETAIL. FROM QUR POIN OF VIEW,
IT IS ESSENTIAL THAT ANY AGREEMENT SHOULD SET ouT THE ARRANGEMENTS
POST-1997 CLEARLY AND 1IN CONGIDERARBLE DETAIL, THAT OBLIGATIONS
UNDERTAKEXN BY HMG SHOULD EE MATCHED BY OEL IGATICHS ON THE CHIMESE
SIDE AND THAT THE AGREMENT SHOULD BE BINDING ON EQTH SIDES,
IT WILL ALSO BE ®OST IMPORTANT THAT HONG KOHG SHOULD CONTINUE
TO MANAGE S OwWN EXTERNAL ECONOMIC RELATICNS, inCLUDING
’ URGANISATICNS SUCH AS GATT AND THE ADB, AND TS
FEELY CONVERT{BLE CURRENCY,
TIMETABLE FOR THE NEGOT ATIONS.
IMPOSED 2Y CRITISH PARL MENTARY
AND PERSUADEDR THE CHINESE THAT IT
WAS ECSENTIAL TO TAKE ACCOUNT OF THEM TRE C
THREATENING TO DECLARE ‘IR CuwM INTENTION
UNILATERALLY UHNLESS A FiiA ACEEEMENT DEEN ENTERED |MTO B

SEPTEMBER. AT ONE STAGE THEY :ERE EVEN TALKING AROUT EARLIER




DEADL l»:,. DUR | N¢ Y v AGREED TO WORK TD A PROGCRAMME WHICH
{ i il SEPTE
ALL OuR Quil REQUIREMENTS Il MS CF PARL IAMENT AND THE
GIVE PEUPLE IN HONG RONG TIME D EXPRESS E1R VIEWS,
THAT @WE CAll GET A SUITARLE
THE EiWD OF THE YEAR.
THE CHINESE SHOWED A GOOC
ANGENENTS. THEY CLEARLY NEED
HOW HONG KONG WORKS, AMD WE HAVE A STRON
THEM, RE THINKING FURTHER AR 20UT HOW TH41S
TO MAKE ARBSCLUTELY SURE THAT ANY
WILL NOT UNDERMINE OUR ABILITY TO ADMINISTER RHONG KOMG
ECTIVELY IN THE PERIOD BEFQORE 1997.
fOU MAY HAVE SEEN FROM THE PRESS, | THOUCHT IT RIGHT T0
MAKE A FAIRLY SUBSTANTIVE PUBLIC STATEVCNT DURING MY VISIT TO
HONG KONG., | THOUGHKT THAT THE TIME HAD COME TO TELL PEOPLE
CLEARLY THAT IT IS NOT PﬂS°|uL: 70 SECURE AN AGREEMENT ALLOWING
FOR CONTINUING BRITISH ADMINISTRATION AFTER 1997. | ALSO WAKTED
TC GIVE THEM SOME |NDICATION OF THE KIND OF ARRANGEMENTS FOR THE
FUTURE WHICH ARE LIKELY TO EMERGE AT THE END OF THE DAY. | MADE
CLEAR THAT THE PROCESS OF CLOSE CCNSULTATION WITH HONG KONG
WiLL CONTINUE AND THAT WE WILL CF COURSE BE SEEKING THE VIEWS
OF THE PEOPLE OF HONG XKONG ON AN EVENTUAL DRAFT AGREEMENT.
IN SHORT, | THINK THAT WE MADE SOME PROGRESS TDURING MY VISIT
TO CHINA, BUT THERE ARE SOME VERY DIFFICULT ISSUES STiLL TCO BE
RESOLVED. THE PROCESS OF EDUCATING THE CHINESE ABOUT THE REAL-
ITIES OF HONG KONG wWiLL NOT (NOT) BE AN EASY ONE. T MUST BE
PRIMARILY FOR US TO DO. THE CHINESE ARE OF CQURSE VERY SENSITIVE
ABCUT ATTEMPTS TO INTERNAT IONALISE THE HONG KONG ISSUE. BUT
IF THEY RAISE THE SUBJECT WITH YOU AT ANY POINT IT WOULD BE MCST
HELPFUL IF SPEAKING AS A COUNTRY WITH AN INTEREST 1IN THE ECOMOMIC
STABILITY OF THE AREA, YOU WERE ABLE TO UMDERLINE FOR THEMN
THAT THE CONFIDENCE OF INVESTORS AND BUSINESSMEN WILL ONLY BE
SECURED IF THERE ARE PRECISE ASSURAMNCES IN A BINDING INTERNAT-
IONAL AG FCE“ENT WITH BRITAIN ABOUT THE CONTINUITY OF EXISTING
SYSTENMS AFT 1997.
I WILL MAKE SURE THAT YOU ARE KEPT CLOSE
SEVELGPMENTS. | NEED HARDLY ADD THAT CONF

LY IN TOUCH wiTH
DENTIALITY REMAINS
CRUCIAL TO THE SUCCESS OF THE HEGOTIATIONS, AND THAT MUCH OF
WHAT | HAVE SAID HERE 1S, THEREFORE, PARTICULARLY SENSITIVE,
| KNOW YOU WILL TREAT |T ON THAT BASIS.

ctNDS
YOUO‘

- FUTUEE OF HONG ZONG COPIES 70:
LoD . ; BUCKINGZAY PATACR
ED/EXD PS/LOFD PEESIDENT QF T<% GJUNC"’
ED/FED PS/EQYE SECRETARY
ZD/FLARKING STAFF PS/CEANCELIOR OF T<® EXCEEQUAR
=/PCSD PS/LORD PRIVY SZAL
_D/I-.‘:J/PUSD : PS/SECZETARY FOR TRADE & INDUSTRY
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BRIEF NO 29

CALL BY MR WILLIAM ("BILL") HAYDEN, AUSTRALIAN .MINISTER FOR FOREIGN
AFFAIRS, ON MR RICHARD LUCE, MINISTER OF STATE, 14 MAY at 11 am

EAST/WEST RELATIONS, AFGHANISTAN AND SOVIET MILITARY BUILD UP IN THE
BACIFIC

POINTS TO MAKE

Fast/West Relations

il Tone from Moscow now consistently hostile to US. Strained
superpower relations attributed by Russians to INF deployment and to
alleged anti-Sovietism of Reagan Administration. Onus placed on US

to make first move.

2, Transparent Soviet aim to worry Western (especially European)

opinion; encourage fissures in Alliance; put pressure on US to make
concessions in arms talks; show that INF deployment has not "driven
them" to nuclear negotiating table. Little likelihood of Russians

making early change in thiés position.

3. But Russians conseious of being caught by contradictions between
actions and propaganda: ''peace-loving" image dented by leaving

Geneva talks. 1In longer term, Sowiet leadership needs and wants more
substantial superpower relationship and negotiations on arms contrdl,
particularly on strategic nuclear weapons and in space. Implicit

in their approach to private contacts both with US and Europeans.
Would not exclude possibility of progress in 1985.

4, In face of this, Western cohesion, consistency, patience
essential. Important to keep talking with Russians and East
Europeans and to widen agenda so arms control does not bear full
weight of East/West relations. UK playing full part in this;
Kornienko here in March; Sir Geoffrey Howe to Moscow in July.

P Your visit to Soviet Union? Specific political issues for

discussion? Trade relations; any expected increase in grain exports
this year?

/Afghanistan




Afghanistan

6» Deeply concerned by reports of high-altitude bombing in seventh
Soviet offensive against Panjshir. Have proposed condemnatory
statement to EC partners. Brutal Soviet tactics deplored in recent

House of Lords Debate on Afghanistan.
y No sign Russians mean to withdraw. But need to keep up
international pressure. Secretary-General talking of modest progress,

but clear no break-thvough following Cordovez's latest tour.

Soviet withdrawal from Olympics (if raised)

8. Naturally regret apparent decision by Soviet National Olympic
Committee not to participate in Olympics. Hope they will reconsider
AN

s Soviet statement was directed primarily at International Olympic
Committee, Los Angeles Olympic Organising Committee and US authorities,
It is for them to respond on detailed problems involved and to

explore ways of resolving them.

Soviet Military build up in the Pacific

10. Steady growth of Soviet Pacific fleet in recent years reflection

of increasing Soviet naval capability world-wide.

11. Developments of naval/air bases at Cam Ranh Bay (Vietnam) of

particular concern, especially recent addition of maritime air

capability. Deployment of strike aircraft still relatively small;
but could threaten shipping throughout South China Sea. Did this

weigh with you in recent decision to retain RAAF presence in

Malaysia?

Soviet Department
May 1984
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BRIEF NO 23

CALL BY MR WILLIAM ("BILL'") HAYDEN, AUSTRALIAN MINISTER FOR FOREIGN
AFFAIRS, ON MR RICHARD LUCE, MINISTER OF STATE, 14 MAY at 11 am

ESSENTIAL FACTS

East/West Political

I Despite hints of flexibility in early Chernenko speeches,
Soviet leadership seem to have decided to sit 1984 out at least on
key issues of nuclear arms control and superpower relations. Have
disavowed indications of willingness to consider formulae other
than complete withdrawal of Cruise and Pershings in return for
resumption of Geneva talks floated by Soviet academics in March.
Unwilling to "help'" Reagan in US election year. Action over Los
Angeles Olympics consistent with this.

2. However, Russians privately keeping some contact with US alive
through Ambassador/Foreign Minister talks and limited technical talks.
Reflects basic Soviet need for relationship with US, and keeping open

possibility of doing business with Reagan if re-elected.

3. Soviet criticism of Europeans relatively muted, though taking
strong (and inflexible) line on US and INF in contacts with Europeans

eg Kornienko - Rifkind talks in March and during Andreotti's visit to
Moscow (22-24 April).

Australian/Soviet Relations

4, Since coming to power, Mr Hawke's Government has taken a
"pragmatic' approach to relations with the Soviet Union. He expelled
a Russian diplomat (Ivanov) in April 1983 and lifted restrictions in
June 1983 on activities (cultural, sporting, scientific and academic)
with Russia imposed after Afghanistan. Invitation to Mr Hayden to
visit Moscow (27-28 May) follows rejection of earlier Australian

overtures. Russians dislike firm stand which Australians have cont-
inued to take over Afghanistan.

Ois Australian exports of grain to Soviet Union fell by 20 per cent
in 1983 to 404 million roubles largely because of shortfall in
production as result of drought. Likely that sales will rise this

/year
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year. Australian imports from Soviet Union negligible:- 12 million

roubles in 1983.

6. Mr Hayden may comment on recent improvement in New Zealand/

Soviet relations. Exchange of Ambassadors planned later this year.

Afghanistan

7. Now up to 115,000 Soviet troops in Afghanistan. On about 20
April Soviet/Karmal regime troops launched seventh offensive against
resistance in strategically important Panjshir Valley. Attack
included high-altitude bombing by medium (TU-16) bombers, first time
such aircraft used in Afghanistan. On 2 May President Reagan made
statement deploring latest Soviet offensive. We have suggested to

Presidency that Ten should issue joint statement of protest, -at

Foreign Affairs Council on 14-15 May.

S Secretary-General's personal representative Cordovez visited
area in April to revive mediation effort. Perez de Cuellar told
Prime Minister of 16 April that Cordovez had made 'modest progress'.
However, he secured no undertaking from Afghans on crucial issue of
timetable for Soviet troop withdrawal. Pravda of 26 April published
message from Soviet leadership to Karmal assuring continued Soviet

support.

o Australia has voted for all five UNGA resolutions on Afghanistan
and supported European Council proposals of 30 June 1981 for

international conference on Afghanistan.

Soviet withdrawal from Olympic Games

10. Remains to be seen how far Russians have been motivated by
technical sporting issues involved, or whether they intend their
decision to have repercussions in a wider East/West context.
Parallel action by Bulgaria suggests wider political purpose than
is strictly case from terms of Soviet note.

Soviet Military build up in the Pacific

11, See Annex A.
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BRIEF NO: /l} .

CALL BY MR WILLIAM ("BILL") HAYDEN, AUSTRALIAN MINISTER FOR FOREIGN
AFFAIRS, ON MR RICHARD LUCE, MINISTER OF STATE, 14 MAY at 11 am
POINTS TO MAKE

SOUTH EAST ASIAN AFFAIRS

GENERAL

) UK's broad objective in the region is to see the prosperity

and harmony of ASEAN maintained.
PARTICULAR
VIETNAM/CAMBODIA

Co Thach's Visit to Canberra

2, Followed with interest reports of Co Thach's recent visit to
Canberra, Jakarta and Bangkok. Are there really '"new elements'" in
Vietnamese foreign policy? As Mr Luce indicated in Fehruary we are
sceptical of Vietnamese intentions. This reinforced by Vietnamese
military activity on the Thai/Cambodian border.

Sino/Vietnamese Relations

s These clearly now bad. But border attacks seem limited and

linked to Cambodian situation. Could they improve when offensive
ceases?

Visit of Son Sann to London

4, Received Son Sann on 1 May. Considerable sympathy with his

aims. Are providing Son Sann (and Sihanoukists) with more
humanitarian aid.

Aid

s Our view remains West should continue to exert economic and

political pressure on Vietnam to withdraw from Cambodia by denying

/development
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development aid. We will not contribute food aid to Vietnam (or
Cambodia or Laos) unless we are convinced that tlere is a real need

which cannot be met by bloc countries.

Refugees

6. Grateful for your acceptance of Vietnamese refugees from Hong

Kong. Hope you will consider taking more.

IRIAN JAYA/PAPUA NEW GUINEA

s Recent Irian Jaya/Papua New Guinea (PNG) border incident not
as grave as press reports indicated, but cause for concern. Hope

situation will now settle down. Can you exert any helpful influence?

EAST TIMOR

8. Report last year of Australian parliamentarians after visit to
East Timor was favourable to Indonesia. Has current military

activity affected Australian Government's attitude?

PRIME MINISTER'S VISIT TO MALAYSIA (IF RAISED)

9. Relations now much improved. Hope Prime Minister's visit in
September will set seal on reconciliation. No decision has yet

been taken on remainder of itinerary but it would make sense for

her to visit other countries en route between London and Malaysia.

PHILIPPINES

10. Parliamentary elections will no doubt result in a victory for
Marcos.

11. A greater opposition success in the elections than expected
and the findings of the Agrava Commission could make Marcos' position
more difficult. Economic stringency to meet IMF wishes may also

cause political problems for Marcos.

12, Longer-term political outlook worrying.

South-East Asian Department
May 1984
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BRIEF NO: #t4

CALL BY MR WILLIAM ("BILL'") HAYDEN, AUSTRALIAN MINISTER FOR FOREIGN
AFFAIRS, ON MR RICHARD LUCE, MINISTER OF STATE, 14 MAY at 11 am

SOUTH EAST ASIAN AFFAIRS
ESSENTIAL FACTS

VIETNAM/CAMBODIA

1. In March and April Vietnamese forces attacked resistance camps

on the Thai/Cambodian border, although the level of activity has now
fallen off, partly due to the onset of the rainy season. Up to 100,000
civilian Khmers sought refuge in Thailand. On 17 April we issued

a statement deploring the Vietnamese activity (and incursions into
Thailand). Almost simultaneously the Chinese instigated a series

of incidents on the Sino/Vietnamese border giving rise to rival claims
of border incursions. Hostilities are continuing but at a low level.
Although Mr Hawke in January warned the Vietnamese against

launching a dry season offensive, the Australian Government have
confined themselves to deploring offensive action by any group

(ie without singling out Vietnamese).

2. During March Co Thach, the Vietnamese Foreign Minister, visited
Canberra, Jakarta and Bangkok. In the wake of these visits there
was speculation that his statementSrepresented a new flexibility in
Hanoi's policy towards Cambodia. Co Thach's main target was
probably the Australians who had already shown themselves critical
of ASEAN policy by failing to co-sponsor the ASEAN Resolution on
Cambodia at last year's UN General Assembly. Australian claims

that Co Thach's statements represented ''new elements'" do not seem
convincing. Mr Hayden interpreted his statements as meaning that
the Vietnamese were prepared to regard Cambodia and related problems
as the priority issue in regional security discussions, leaving
other matters, such as US bases in the Philippines, for a later
stage. Although this may be the first time the Vietnamese have
shown themselves prepared to discuss Cambodia on its own (if that

is what Co Thach meant), a July 1983 communige issued by the

Indo-Chinese States renewed an earlier proposal to open a dialogue

/between
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between Indo-China and ASEAN 'without pre—conditions'. -~Co Thach
made great play in Australia with the need to remove Pol Pot as a
political and military force. This was probably a tactical move
designed to encourage divisions in ASEAN. ASEAN have closed ranks
and protested against the Vietnamese offensive. But the Indonesians
still seem to harbour hopes for an "initiative" of their own
involving a Vietnamese partial withdrawal with Vietnamese, DK and

Heng Samrin participation in a peace-keeping force.

e The Australian position on Cambodia, which Mr Hayden explained
at some length to Mr Luce when they met in Brunei in February, is
based on the Labor Government's commitment to play a "facilitating"
role. 1In particular the Australians regard Vietnamese occupation

of Cambodia as virtually irreversible and believe that ASEAN should
concentrate on the longer term objective of reducing Vietnamese
dependence on the Soviet Union.

Visit of Son Sann

4. The Secretary of State received Son Sann, President of the
Khmer People's National Liberation Front (KPNLF) and "Prime Minister"
of the Coalition Government of Democratic Kampuchea (CGDK) on 1 May.
We hope that the non-communist elements of the coalition can
eventually become as effective militarily as the Khmer Rouge,

who continue to provide the main fighting forces. The Australians
regard this as unlikely. We have agreed to provide a further
£100,000 of bilateral humanitarian aid to the KPNLF and Sihanoukists.

Aid

Q' Despite a Labour party commitment, the Australian Government
have for the moment shelved plans to provide developmental aid to
Vietnam. Like us they contribute to refugee relief on the Thai/
Cambodian border through the UN Border Relief Operation. Recently

they have pledged funds for emergency agricultural and medical
requirements within Cambodia. It would be interesting to know

whether Australia plans to give food aid to Cambodia in response
to the recent reports of malnutrition. We are not convinced that
the case for such aid has been established.
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Refugees

67s There are still over 12,000 Vietnamese refugees in Hong Kong.
whose resettlement prospects are very poor. The Australians have
so far taken about 4,000 but may be unwilling to do much more
unless others, like the UK, take more too. Although resettlement in
this country has been far from successful (some 80% of adult
Vietnamese remain unemployed), the UK continues to take family
reunion cases and refugees rescued by British ships. We still
await a Home Office decision on whether we can take an additional

number from Hong Kong.

IRIAN JAYA/PAPUA NEW GUINEA (PNG)

e There have been long-standing difficulties in Indonesian/PNG
relations with regular periods of friction. PNG fear possible
Indonesian plans to absorb them like Irian Jaya although the present
Indonesian regime has shown no interest in this and strongly denies
any such plans. A recent incident on the PNG/Irian Jaya border,
involving a possible Indonesian air incursion, has once more inflamed
relations. Both Indonesia and PNG seem to have recognised that it
was desirable to avoid making a major issue out of the incident. A
meeting between the two foreign ministers ended disappointingly, but
the way has been prepared for a review at official level of the
workings of the border agreement. The Australians have told us

that they have made low level interventions in both Port Moresby

and Jakarta urging restraint.

EAST TIMOR

S An all-party group of Australian parliamentarians visited
East Timor last year and produced a report favourable to Indonesia
(though one senator dissented). The attitude of the present

Australian Government is broadly sympathetic to Indonesia (although
there is a strong critical Labor lobby). In August 1983 an
incident in which 15 Indonesians were killed by FRETILIN guerillas,
was followed by reprisals and an influx of 10-12,000 Indonesian

troops. Sporadic fighting continues and shows no sign of abating.

/PRIME
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PRIME MINISTER'S VISIT TO MALAYSIA

9. Mrs Thatcher has accepted an invitation from Dr Mahathir to
pay an official visit to Malaysia from 17-19 September. Relations
are much improved following Dr Mahathir's private visit to the UK
in March 1983 and the ending of the '"but British last" policy. The
timing of the visit has not been announced and the rest of the

itinerary has still to be decided.

PHILIPPINES

Political

10. The Australians, like us, turned down an invitation from the
Speaker of the Philippine Parliament to send Parliamentary

observers to the 14 May Parliamentary elections. Only the Americans
seem likely to attend. The Australian refusal may be connected

with the imprisonment in the Philippines of a missionary, Father

Brian Gore, on a murder charge.

11. The elections will probably result in a victory of the official
Government party (KBL) but the margin will be important. A
substantial opposition showing would give fresh heart to the

various anti-Marcos factions. Hitherto the moderate opposition has
been unable to coordinate its campaign. Marcos may anyway face a
more difficult time after the election (the Agrava Commission into
the murder of Aquino is due to report in June and the IMF are likely

to insist on stringent economic measures later in the year).

12. Marcos is not in improved health. But the succession remains
as uncertain as ever. The military may come to play a more
important role.

Economic

13. The Philippine economy remains in a critical state. Total
foreign debt exceeds $25 billion. The IMF stand-by loan has still
not been agreed. This is a pre-requisite to the opening of Paris
Club talks on renegotiation of the official debt.
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