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L, fthel- emy Commander—in-Chi

ettt iihe
succeeds him zs nominated Eresident Shas Mehpse il o
oromising team, but They will have a hard task both to dezal
witn their economic inheritznce in conditions of world

zezningful completion to the "process

a
political renewal" (parzgraphs 5 and 6).

of enhenced sensitivities on both sides regarding the

Fzlklands isSsue, of a growing contrast between UK and US

:arket. But we ‘hope figures, when avzilable

bave kept our share of the merket and, next year, the
~rzentines themselves may a< least spend less time shooting

Digo, thedmiown looal (partagrepns | 7 andie )l
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2. ir=entina in 1981 hes been neither a military

=}

dictztorship in the ordinexj sense nor i1n & state o

0]

cconomic collapse. It hes spent the whole year 1n &
econom iz

2 £ 1+ins o ~t+ s which out ~ken
sositive férment of politicel debate, In whiCh OULSDH

<+

i 11y out—shouted tive Gdess.iilv
criticism has easily out-shouted constructiv d

i a1 1G il s on £ the world's
nzs, meanwhile, retzined its position as one o
four or five main food exporters, achieved virtual self-—

/sufficiency
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ySficiency in epnergy recuiresents and remgined a country

ishtene! of the highest rer incomes in Tatin fmeric
a0 mes 1n, ligkin =smeri1ca

= veversion to inflation zpproaching an znnual rate
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of 150%, an ominous foreigr indebtedness coupled with
serious decline in TesServes. 411 this without achieving any

"

significant "reoxygenisation
incurably lame duck industrizl sector or avoiding & serious
rise in unemployment. The problem in Argentine - Hor fifty
Feansies! 1S not that it is sinkiﬁv into collapse, but that it
is repeatedly failing to achieve even the least competent
jevel of growth. In thie sense, 1981 has been gne o

irgentina's classically bad years.

S L considerable share of responsibility for thals
DooT showing is rightly laid 2t General Viole's
Zroomed znd presented &8 tre shrewdes

=ilitary could produce to pridze the gap back to civilian
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L S e e pTOVEd inarticulate, indecisive and incapable of
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oherent concuct 0ol Zovernment

vz lisudferedin recenbimenths) can,

=1 nded

denas e e s larly . ifighe podivical "proceso" seemed to have

1gst direetion, much of the urouble derived from the growing

Junta, to check and guery even the csmallest detail of

government business.

£ In the conduct of foreign relations, Dr Oscar Czmilidn —

the not un-able if somewhat meretricious civilian Foreign
Minister chosen by Viola — was & particular victim of st

His (quite successful) efforts to

hamstringing suspicion.
+ United States/Argentine relations back with

sn onto a level of greater mutual respect

e

+ to counterbalance any awkwardness

Argentinz's stance his menoeuvring to

-jesken by widening the dispute with Chile, where the papal

mediation over the Beagle Crannel had come up with ideas very

dFfalcunivl for Argentina ©O eallow — in these and many other

/matters




Hz has chosen a good team of civilised, liberal-minded but
cecisive and respected Ministsrs. In all these adjectives

circumstances give Them half

6. Objectively these circumstznces are one of a severe
domestic and persisting world recession, of depleted reserves, ;
scarce credit and an uncomfortably high level of unemployment.

Subjectiveiy they include a President who has at times in The
past shown an inclination to spontaneity rather than sagacity
of judgement, a delicate balance of agreed political strategy

inside the armed forces (with the new Naval Commander—in-Chief

z much stronger character than his predecessor) and the extreme

to

lorifiin o)

.- Meanwhile it has not been zn easy year for the United
Vinsdom in its relations with the Argentine Republic, either
rolitically or in export promotion. In the former, as regards

/the Falklands,
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in the world. We have come Through without a bust-ub,

Reagan's switch ©c an effusive cultivation of the
;resent rgentine regime has left our comparative coolness
(shough 1ess sssertive than that of some of ouT Western
Buropean colleagues) the mozre conspicuous. We should like
+o increase our trade with = rzentina and (despite the cloud
of ignorance in which we &T€ working as & result of the UK
(Gl Service Sur’ke) we hope to have at least Tretained our
chare of what o= peen oS iyeaT o very difficult markel.
But the Dubllclty which the UK press SO readily affords to
any Suory of Argentine 1ncomoetence, imminent collapse 0T s
arrogant stupldlty has, alas, been only too regula;iy fé&_ﬁy
President Viola's goyernmenu this yearT- Only those who know
that mosST stories of Lrgentine demise tend to Dbe exaggerated
Lo sow mow fox reaping lzter.

8 41981 has been a prebuoy gifficult yearl for most countries.
ircentina bas been exceptiozal only to the extent theat &
higher than &aveTrage ;ropo:ticn of The difficulty has been
self—induced. For her, 25 sor the rest of us, one can qnlj

At least Argentina mEY spend
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A i I submit Mr Williams's Annual RevieWw, together with my draft
letter of acknowledgement. The despatch is being printed as a
Diplomatic Report.
2. ihiesciespatichishis tnle at, 1 a Uit e ihy nt IS BySnlit £ nig ¢ thie

shortcomings of the past year into a broader perspective,
Mr Williams gives them a slightly better gloss. But the fact

remains that 1981 was a bad year for Argentina: and that, in
terms of economic advancement and political maturity, Argentina
has for too long moved either sideways or downwards. Following

the replacement of President Viola by General Galtieri, the
economy now seems on first evidence to be in more competent hands.
But it remains too heavily cushioned by the agricultural sector
and by new energy resources; and the promised streamlining of
the unwieldy and inefficient public sector, in which the military
retain a strong and direct interest, will be an uphill struggle.
Politically, despite the rather greater freedom of expression, a
managed evolution back towards more representative government
seems as far away as ever and General Galtieri does not look the
man to push this along with any conviction. The military regime
seems increasingly brittle and without clear purpose.

3 Anglo-Argentine relations also took a step back in 1981.

OQur trade figures inevitably suffered. At a political level our
bilateral dealings were outwardly cordijal enough and human rights
jssues remained no more than a familiar background irritant.

But the lack of expected movement on the Falklands dispute has
caused increasing friction at the edges; and in_ 1982 this looks
like getting worse rather than better. Since the end" of 119807

the leaseback initiative has (at least temporarily) foundered,
Islander opinion has hardened against any movement in the dispute
and our need to respond to Islander wishes, allied to the domestic
political implications, has prevented us from adopting any positive
policy other than trying somehow to keep the Argentines in a
dialogue to which we have Llittle to contribute. While we managed
to avoid matters developing into a confrontation, we shall be
fortunate to do this for a further year unless Islanders'

attitudes change.

PIURT Fearn
South America Dept

&6 RS ARLS o et 7-7540\5, 2oy

Mr Day
Research Dept

19 January 1982
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ANNUAL REVIEW

1.. Many thanks for your 1981 Annual Review, which is bei‘g
printed as a Diplomatic Report.
2l You are right to put Argentina's misfortunes over the past
year into perspective. But the fact remains that, in terms of
economic advancement and political maturity, Argentina has for
too long moved either sideways or downwards. Nobody expected
much of Viola's administration, but equally nobody thought it
Wouldh be the failure it was. 'The dnability of the Argentine
economy to pull itself together, despite the country's
substantial advantages in natural resources, remains frustrating.
Also, whatever the ritual obeisances by the military to the
principille oif \thel proceso,ythere iwais VeERY little evidence in 1981
ofilanyireal will ito make substantive progress. We may hope for
better results on the economic front from Galtieri's team and I
note what you say in your letter of 22 January about Galtieri's

apparent commitment to the proceso. But despite the changes the
mallitanyiliseman nitin i nm change; e inetLrnEEEoMN e representative
government remains as distant a goal as ever. The way may be

being paved for an officialista Government, but unless it is
freely elected and not subject to the military, it is difficult
to see that it would be much of an improvement on the present
system. 1

it 1 can only agree with what you say about Anglo-Argentine
relations in 1981 - and I can see little hope for improvement
Sl s il ih e ke yist onel oifiithe relationship remains the Falklands

dispute. This is not the place to philosophise on ik Bt
unless the Islanders modify their attitudes (which is unlikely)
we are going to find it increasinagly difficult to persuade the
Argentines of the virtues of continuing to seek a solution by
negotiation. On trade, 1 hope that the eventual figures will
indeed show that Anglo-Argentine trade has not suffered too much

4in 1981, but the DOT are not over-sanguine. No high-level visits
aire inuprospect. In this climate, it will require a lot of harc
work to maintain our relations even at their present level: We

are very grateful for all you and your staff have done and are
doing.

P RULEeainin

South America Dept
R M Hunt Esg CMG

pABT STANLEY





