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MEMORANDUM FOR: 
' 

From: 

ES SENSITIVE 8622961 

THE SECRETARY OF STATE 

WASHINGTON 

The President 

George P. Shultz~ 

July 24, 1986 

15449 

oole Amendment on Subsidized Grain Sales to Soviets. Bob Hawke called me 
early this morning to make an impassione! plea that you prevent this 
amendment from taking effect. Bob said reports that Australia might 
defer the August ANZUS meetings in San Francisco were totally false, but 
that, in his view, •the very foundations of our bilateral relationship 
are being shaken by this move.• Be made three points: economic, 
political, and regional. 

1. Australia calculates that our Farm Bill will cost its farmers A$600 
million next year but took some consolation in the bill's targeting 
f~acures. Now uole has ended targeting. This will ~ean a dir~ct 
revenue loss to Australia of A$470 million (or US$20 a ton on wheat 
sales worldwide). A$190 million of this will be lost in sales to the 
USSR and China alone. This is one-third of all Australian wheat 
exports and 3 percent of total exports. Taken together it means over 
A$1 billion lost -- a •body blow• to a smail country of 16 million 
people. 

2. The U.S. has been the leader in preventing subsidies to communist 
regimes and in compelling the Communists to recognize market 
realities. It is •hardly credible• that the U.S. would now subsidize 
these regimes at the expense of Australian farmers, who are among the 
most efficient in the world, especially when the President himself 
has said that in such matters the U.S. •should take account of the 
interests of Australia.• 

3. Australia has taken the lead in the region to prevent Soviet 
expansion into the South and Western Pacific. Today the Papua New 
Guinea Prime Minister called in the Australian High Commissioner to 
take Australia to task for doing so because, as be said, Vanuatu, 
Kiribati and Fiji have an •economic iaperative• to open themselves to 
the Soviets. In two weeks, Hawke said, he will be at the South 
Pacific Forum where he will be told •Don't give us this stuff about 
Soviet expansion -- the U.S. itself bas an ec:9noaic imperative to 
subsidize the Soviet Union massively.• The consequence, Bob said, 
will be that his government's efforts to atop Soviet encroachment and 
strengthen regional stability will be undermined. And pressures will 
mount for Australia to give economic concessions to Moscow too. 

Bob said be is under fire not just from the left wing of the Labor 
Party but from people -- the Australian far•~rs -- who are •conservatives • 
by nature.• They are on TV saying •play the bases card.• Be conclud~d 
by saying •1 can only plead with you to make the strongest effort with 
the President to turn this around.• 
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LIST OF PARTICIPANTS 

The President 

The Secretary of State 
The Secretary of the Treasury 
The Secretary of Defense 
The Secretary of Agriculture 
The Secretary of CoDlllerce 
The Secretary of Labor 
The Director, Office of Management and Budget 
The Director, Central Intelligence Agency 
United States Trade Representative 
Chief of Staff to the President 
Assistant to the President for National 

Security Affairs 
Chairman, Council of Economic Advisers 
Assistant to the President and Secretary 

of the Cabinet 
Special Assistant to the President and Senior 

Director of International Economic Affairs 
Special Assistant to the President and Executive 

Secretary of the Economic Policy Council 
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