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SECRET

MEMORANDUM FOR THE PRESIDENT

Subject: Your Meeting with the Prime Minister
of Australia

Summary

The Points to Stress

1. Our intention to maintain a continued firm
posture in Asia.

2. Our continued firm adherence to ANZUS and SEATO.

3. The importance we attach to Australia's
contribution to Southeast Asian regional affairs,
including its commitment to the defense of Malaysia/
Singapore.

4, Our hope that Australia will continue to play
a leading role in the region.

5. Our appreciation for Australia's Viet-Nam
support.

6. Our desire for continued close consultations

with Australia on Viet-Nam and other regional security
matters.

The Points to Avoid

1. Pressuring Gorton to sign the NPT.
2. Asking for more Australian troops for Viet-Nam.
SECRET

Group 1
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L IRET 2

The big question mark in Gorton's mind is the
continued firmness of U. S. Asia policy under your
administration. This underlies the three main subjects
he will want to discuss.

These are:

-- Malaysia/Singapore defense.

-- Viet-Nam.

-- Post-Vietnam Southeast Asia.

A. Malaysia/Singapore Defense

On February 25, Gorton announced that Australia will
maintain forces, including ground troops, in Malaysia/
Singapore after the British pull out in 1971. This
announcement put an end to a year-long, meandering,
public foreign-policy debate on "forward defense' versus
"fortress Australia.'" Forward defense has won, and
Australia is headed in the direction of increasing
involvement in regional affairs -- a development which
is in our interest as well as Australia's.

The fact that Gorton made his announcement before
his visit to Washington has simplified our task.
Previously, he seemed likely to seek a specific U. S.
guarantee of the safety of his ground forces before
committing them. Now, it is clear we will not be asked
to pay this price for an Australian ground-force presence
in Malaysia/Singapore.

On the other hand, the announcement has also put
us on a spot, challenging us to be as firm and forth-
right as Australia has been. Gorton can now say that
Australia has met our requirement to do all it can;
now what will we do to support its commitment?

In this connection Gorton may still ask for specific
assurances of U. S. support for his forces. At the very

SECRET
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SECRET 3

least, he will wish to assess the general posture your
administration will assume in Southeast Asia. It must
be assumed that the impressions he receives from you
on this question may affect the confidence and vigor
with which Australia assumes its heightened role in
regional affairs.

Gorton will:

-- try to get a feel for how much help he can
expect from the United States if his forces run into a
situation they cannot handle;

-- possibly ask you directly what we would do if
the peninsula were invaded by Communist China or North
Viet-Nam, or if an externally supported insurgency got
out of control;

-- possibly ask you whether the ANZUS Treaty will
apply to Australian forces stationed in Malaysia/Singapore
after 1971.

You shorA:

-- say that (as you told him in a personal message)
you welcome the Australian decision as a valuable
contribution to the stability and security of Southeast
Asia;

-- say that Australia's decision makes it easier
for us to go on making our own contribution, which
consists mainly of our forces deployed elsewhere in the
Western Pacific area as a deterrent to Communist expansion;

-- add that in this connection we were heartened
by Gorton's recent assurance to our Ambassador that
Australian forces would fight beside ours in Thailand if
the need arose;

-- stress that although we are not a party, we
are keenly interested in the Five-Power (Australia, U.K.,

SECRET
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New Zealand, Malaysia, Singapore) consultations on new
defense arrangements for Malaysia/Singapore;

-- add that we would like to encourage this
development in any way we can, such as through the
possible joint use of a Singapore naval facility (which
our two navies are now discussing);

-- assure Gorton we fully understand that (as he
said in his speech) a situation could conceivably arise
with which Australia and her allies could not cope, and
that Australia would then have to look for support to
"allies outside the region' and decide what to do "in

the light of circumstances then prevailing;"

-- assure him that, as Australia's principal ally
in the Pacific, we would of course stand ready to consult
fully and promptly on what support we might give;

-- tell him we agree with his view (in his speech)
that we cannot now know what those circumstances might
be and, therefore, cannot now make precise decisions.

With respect to the ANZUS Treaty, you should:

-~ avoid raising the question of the specific
applicability of ANZUS to Australian forces in Malaysia/
Singapore;

-~ (if Gorton raises it) say that we recognize
Malaysia and Singapore are within the treaty area, that
the continuing presence of Australian forces there
serves the interests of both of us, and that questions
concerning our obligations under the treaty may someday
arise;

- stress that we would want, therefore, to maintain
close consultation about future Australian commitments

to Malaysia and Singapore and future deployments of
Australian forces;

SECRET
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-- (if Gorton presses you for details on how
ANZUS applies) say you doubt that it is necessary or
desirable to speculate on theoretical applications of
the Treaty;

-- note that Gorton has said he would prefer
"seneral understandings" to "specific treaty obligations™
in Australia's future defense relations with Malaysia
and Singapore;

-- say that, similarly, we feel that maintenance
of the general understanding represented by the ANZUS
Treaty is better than trying to delimit specific treaty
obligations in hypothetical contingencies.

(For more precise language in responding on this
subject, see Background-Position Paper.)

B. Viet-Nam

The Australians have contributed 8000 troops.
Gorton has announced that that is the limit. Public
support for the war, over 60 per cent eighteen months
ago, has now slipped to below 50 per cent. Gorton is
sensitive about being fully consulted as an ally. He is
also worried about our possibly agreeing to a weak
settlement that would lead to a deterioration in Southeast
Asia.

Gorton will:

-- ask your assessment of the current situation in
Viet-Nam;

-~ ask about the outlook for the Paris talks.

You should:

-- solicit his views;

-- give him the picture as you see it;

SECRET
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SECRET 6
-- give him the feeling that you are taking him
fully and frankly into your confidence;

-- tell him how highly we value Australia's
contribution, in both military and non-military assistance;

-- not ask for more Australian troops.

C. Post-Vietnam Southeast Asia

Gorton, like many Australians, is nervous about a
possible U. S. withdrawal from Asia after Viet-Nam.
You should reassure him.

Gorton will:

-- probe your intentions on maintaining a U. S.
presence in the area;

-- be interested in your thoughts on future trends,
including Japan's role in the area.

You should:

-~ assure him that our interest in the security
and economic development of Southeast Asia will continue
after Viet-Nam;

-~ stress the importance we will continue to attach
to ANZUS and SEATO;

-- outline your thinking on post-Vietnam Asia,
highlighting the leading role we foresee Australia
playing in Southeast Asia, and the increasing contribution
we hope to see Japan make.

-- ask Gorton's views on the future of his part of
the world; the problems he foresees; how he envisions
Australia's role and those of the United States and Japan.

SECRET
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These are the high points. Additional talking
points, and Background on the Visit, are enclosed.

——

William P. Rogers

Enclosures:

1. Additional Talking Points.

2. Background on the Visit.

SECRET

Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



SECRET

Additional Talking Points

Other possible topics which Gorton may raise include:

-~ U. S. trade restrictions.

-- offset military purchases.
-- nuclear excavation study.

-- Non-proliferation Treaty.

-~ Defense Space Communications
-- your visiting Australia.

Topics yvou mavy wish to raise:

-- EC-121 incident.
-- scientific cooperation.

Topics Gorton may raise

1. U. S. Import Restrictions

Facility.

(For the record, Gorton may mention various standing
Australian complaints against U. S. import restrictions.
While we do have restraints on Australia's principal

exports to us, we are still its third

best customer,

taking about 14 per cent of total exports. Australia's

economic situation today is excellent.

You should

listen sympathetically, but avoid promising more liberal

treatment.)

Gort~— mav:

-- complain about U. S. restraints on -- or
protectionist moves against -- meat, dairy products, wool,

woolen textiles, lead, zinc or steel,

SECRET
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such restrictions are inconsistent with our professed
devotion to free trade and that Australia should enjoy
freer access to the U. S. market;

-- point out that the bilateral balance of trade
runs 2 to 1 in favor of the U. S.;

-- allege that our voluntary restraint program on
meat imports (in which Australia is cooperating under
protest) is unfair because it restricts Australia to less
than its historical share of the U. S. market;

-- thank you for relaxing (at his request) the
May 1 deadline for Australian compliance with sanitary

provisions of our meat inspection law.

You should:

-- not raise the subject;

-- (if Gorton raises it) say we will give the most
sympathetic possible consideration to Australia's position
on trade questions, consistent with our own balance of
payments problem and the difficulties of some American
industries;

-- note that Australia's overall balance of payments
is currently healthy;

-- state your position on trade policy, declaring
that you intend to resist protectionist moves in the
U.S.;

-- stress that to head them off, you will need
the cooperation of other countries. Australia's
agreement to the voluntary restraint program on meat
was most helpful in this regard.

-- (if Gorton says the meat program is unfair)
point out that giving Australia its historical share
of the market would have meant imposing cutbacks on
other suppliers, who would have refused to cooperate
in the voluntary program;

SECRET
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-- point out that this would have necessitated
the imposition of country quotas, which both we and
the Australians wish to avoid;

-- point out that it would be very difficult for
us to force cutbacks on the small, poor Central American
countries, developing nations whose meat industries
we have assisted;

-- note that under the voluntary restraint program,
Australia will still be able to sell us 4% per cent
more meat in 1969 than in 1968 =-- more than in any
previous year except one.

2. Offset Military Purchases

(Australia is a major purchaser of U. S. military
equipment. To offset their expenditures partially,
we try to do as much DOD purchasing as possible in
Australia. The problem is that the Australians are not
competitive in most lines. We have taken a few special
measures to assist them, which have lessened the gap
slightly.)

Gorton may:

-- press for increased Department of Defense
procurement in Australia, as a further offset to their
large purchases of military equipment from us.

You should:

-- not raise the subject;

-=- (if Gorton raises it) reply that we want to be
as helpful as we can;

-- mnote that discussions aretaking place regularly

on the subject between the Department of Defense and the
Australian Embassy;

SECRET
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-- suggest that Gorton explore this in depth
with Secretary Laird.

3. Nuclear Excavation Study

(A detailed study of the feasibility of constructing
a harbor with nuclear explosions at Cape Keraudren fell
through when the mining company involved declined to
contribute financially. In developing the agreement
for this study, Gorton had reacted indignantly to what
he took as an indication that we intended to use the
project to '"pressure" him into signing the NPT. The
Australian and American Atomic Energy Commissions have
just agreed to undertake a preliminary feasibility survey
of potential sites on the west coast of Australia to
determine their general suitability for a nuclear
excavation project. This agreement is expressly not
a commitment on the part of either Government to proceed
to a detailed survey of a specific site, as was planned
at Cape Keraudren.)

Gortr— may:

-~ hope the current survey of potential harbor
sites will ultimately lead to a nuclear excavation project;

-- possibly ask you point-blank whether there
would be a relationship between our willingness to
perform such a project and Australia's signing the NPT.

You should:

-- not raise the subject;

-- if Gorton raises it, be pleased that the two
Atomic Energy Commissions are able to cont: ue their studies
of possible nuclear explosion projects in Australia,

since a useful project -- if it proved technically and
economically feasible and did not violate the Limited
Test Ban Treaty =-- could be a major advance in the peace-

ful utilization of nuclear energy;

SECRET
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-- stress that prospects for international
acceptance of such projects will be enhanced if the
parties seek to gain international approval as the
study proceeds. We can dispel suspicions by conducting
the study openly, recognizing the interest of other
countries and the International Atomic Energy Agency;

-- assure Gorton once again that we would have
no thought of using such a project to "pressure” him
into signing the NPT;

-- mnote, however, that we cannot avoid the fact
that performing the first international PNE project
for a non-signatory country would create problems with
potential NPT adherents. This point was brought out
during Senate hearings on the NPT.

4. Non-Proliferation Treaty

(Because of fears of industrial espionage by IAEA
safeguards inspectors and lurking doubts of the
effectiveness of our nuclear umbrella, Australia has
not yet si 1ed the NPT. Gorton will probably sign it
sooner or later -- sooner if no one pushes him.)

Gorton mav:

--bring up Australia's doubts about the NPT,

You should:

--if Gorton does not raise the subject, mention that
you hope he will discuss it with the Secretary of State;

--1if Gorton does bring it up, say the NPT is an
important foreign policy objective of ours; we believe
in the long run it will be equally important to Australia;
and we hope Australia will sign in the not too distant
future;

SECRET
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SECRET 6

-- reassure Gorton that (as we have specifically
confirmed to the GOA) the ANZUS and SEATO treaties place
Australia under the nuclear protection of the United
States;

-- assure him that we are convinced that IAEA
safeguards will not be a cover for industrial espionage
nor otherwise impair progress in peaceful uses of
nuclear energy. We are willing to place our nuclear
facilities under such safeguards, except those with
national security significance;

-~ dinvite him to discuss his reservations about
the NPT further with the Secretary of State, and offer
further consultation between U. S. and Australian
technical experts if desired.

5. Defense Space Communications Facility

See Background Paper.

6. Your visiting Australia

Gorton will:

-- probably invite you to pay a return visit to
Australia.

You should:

-- say you would like very much to do so, but
cannot fix a date at this time.

Topics you may wish to raise

1. EC-121 Incident

You should:

-- take Gorton fully into your confidence, outlining
the reasons for our restrained response.

SECRET
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2. Scier+*fic Cooperation

You should;

-- tell Gorton how much we appreciate Australia's
wholehearted cooperation with us in science, space
and military research;

-- say we are pleased with the agreement on
scientific cooperation concluded last fall when a team
of U. S. scientists visited Australia;

-- add that we would welcome a return visit by
Australian scientists this year.

SECRET
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Background on the Visit

What Gorton is Like

Gorton is a distinctively Australian Prime Minister.
In this he contrasts with Menzies, who said he was
"British to his boot-heels,'" and Holt, who said he
would go "all the way with LBJ." Much more than they,
Gorton personifies -- and manipulates -~ his countrymen's
feelings of nationalism and egalitarianism. Specifically:

-- 1in personality, he projects an image of the
"typical Australian' -- masculine, direct, tough, down-
to-earth, '"'the casual knockabout bloke next door."

(The image is accurate but incomplete: he is also an
Oxford honors graduate in history.)

-- in policy, he appeals to nationalist and populist
sentiments, criticizing foreign investment, flirting
with a more independent foreign policy, moving toward
the left on social welfare. (His policy changes have
been more rhetorical than real, but they have contributed
to his image.)

Gorton is a popular Prime Minister. Erratic,
abrasive and high-handed behavior during his first year
has made him many enemies among newspapermen, politicians
and bureaucrats, but polls show the people like him.
Sixty-two per cent approve of the way he is handling
his job, the same percentage as six months ago.
Despite a recent furor over his public attentions to
young women, he is currently favored to win his first
general election (which must be held by November this year)
by an impressive margin.

Gorton is such a strong Prime Minister that he
has been accused of "Americanizing' Australian politics

and trying to smuggle in the Presidential system. He has
been compared to Andrew Jackson because he:

SECRET
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-- has rural origins, a glamorous war record and
an earthy political style which irks the establishment.
-- 1is strong-willed and hot tempered.
-- is blunt and direct.
-- prizes action over reflection.

-- runs the government as a one-man show with an
iron hand and a "kitchen cabinet."

-- gives jobs to his supporters (''spoils system').

In his dealings wi** us, Gorton has shown himself
to be:

-- sensitive about being taken for granted. He
wants his and Australia's views to be fully considered.

-- angered by any suggestion of pressure or arm-
twisting.

-- resistant to persuasion. He tends to come
around if left alor , but digs his heels in if he feels
he is being pushed.

-- contemptuous of what he construes as flattery
or eagerness to please.

Why He is Cor*~~ to We~*ington

Gorton's purpose is to get better acquainted with
you and senior officials of your administration and to
explore in greater depth subjects he raised during his
visit at the time of the Eisenhower funeral. Embassy
Canberra reports he is quite relaxed about the visit
and seemingly anticipates friendly discussions on a range
of subjects rather than hard bargaining or attempts
to find solutions to specific problems.

SECRET

Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



~—

SECRET 3

However, he will be extremely interested in East
Asian security matters, and will certainly probe your
intentions with respect to future U. S. policies
in Southeast Asia.

Suggest*~~~ ¢~ Handling Gorton

Gorton is a prickly, aggressive man who can be
extremely charming but also extremely difficult to
handle. Foreign relations for him are primarily a
matter of personal relationships between leaders.
In general, with Gorton you should be especially careful to:

-- make him feel he is an equal 1irtner; ask his
opinions.

-- be as frank as you can.
-- avoid appearing eager to please.

-- avoid pushing him but don't let him push you
(he respects toughness).

You are starting with an advantage in that he
wound up rather jaundiced about the Johnson administration,
but reportedly has a high opinion of you. Also, he is
under some pressure to get along with you because it is
widely believed in Australia that he did not make a good
impression on President Johnson. He 1s accordingly on
his best behavior when he met 1t in April, and was
effusive i 1is praise of you when he returned to
Australia [ like the guy.').

SECRET
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MEMORANDUM
G780
TO: The Sisretary
THROUGH:  S/S
“,,1 77
FROM: . EA - Marshall Green 3*f\
SUBJECT: Your Meeting with Prime Minister Gorton

of Australia -~ BRIEFING MEMORANDUM

1. You have an appointment to see Prime Minister John Gorton
of Australia in your office at 3:00 P.M. May 6. Prime
Minister Gorton will be accompanied by Australian Ambassador
Sir Keith Waller, C.L.S. Hewitt (Secretary of the Prime
Minister's Department) and Sir James Plimsoll (Secretary of
the Department of External Affairs). Robert Moore (Country
Director for Australia) and I will also attend.

2. This is Gorton's second official visit to the United
States since he became Prime Minister in January 1968.
The first was in May, 1968,

3. Originally scheduled for April 1, the present visit had
to be postponed because of the death of General Eisenhower.
Gorton came anyway to represent Australia at the funeral and
to have such substantive discussions as could be fitted in.
He saw the President, you, Secretaries Laird and Kennedy,
and Dr. Kissinger. On this trip, he is scheduled to see

the President, you, Secretary Laird and Senator Fulbright.

4, Attached at Tab B of the briefing book is a copy of the
- memorandum prepared for the President's meetings with Gorton,
The same topics may come up in your own discussion.

o SECRET
Group 1 D
Excluded from automatic
downgrading and declassification

MICROFILMED
BY S/S: CMS
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5. Gorton raised with you in April the subject of

¢ . Australia's doubts about the NPT, saying that he would
like to go into this in detail when he returned in May.
You should seek to impress him with the importance we
attach to the NPT and Australia's eventual adherence to
it. Special Talking Points are attached., (See also the
Background Paper, and the briefer talking points in the
Memorandum for the President.)

6. Other possible topics include: : ‘

a. Meat Inspection. You may wish to express satisfaction
that, in discussions with the GOA initiated in response to
Gorton's April request, it has been possible to reach
agreement on a later target date (August) for Australian
compliance with certain sanitary provisions of our Meat
Inspection Law.

b. Non-Ageression Pacts. Gorton may again mention his
idea for non-aggression pacts among Southeast Asian countries,
and seek your reaction. If he does, you might respond along
the following lines:

-~ we would be interested in hearing a fuller exposition
of what the Prime Minister has in mind;

-- we share Australia's concern that intra-regional
disputes and suspicions impede development and the growth
of regional cooperation; we welcome creative thinking on
this subject by Australia and recognize that non-aggression
agreements might be one way to dampen disputes, create a
greater sense of security and foster greater willingness to
cooperate; '

-~ prospects for a formal, multilateral non-aggression
pact are not encouraging; there is little apparent sentiment
in the region for such an agreement, which might, moreover,
raise the unwelcome question of the possible need for an
external guarantor; '

-~ may no£ specific, sométimes quite informal, bilateral
arrangements (such as those which Malaysia has with Thailand
and Indonesia covering cooperation in border security)
represent a more practicable and promising - if slower -
approach to the problem?

SECRET
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—

-- we appreciate the GOA's imaginative approach and
would be pleased to consult with them on the question at
~any time.

7. A supplementary memorandum with a talking point on the
next ANZUS Council meeting will be sent to you when your
July travel plans become firm.

Attachments:

1. Copy of Memorandum for the President.

2. Talking Points - NPT

Concurrences:
- FA/ANZ - Mr. Moore’l
EA/ANZKECBrower:jab 4/29/69 EA/RA - Mr. Donald®™
ACDA - Mr. Neidle™
E/ORF - Mr. Erickson™
FA -

Amb. Brown:;£>
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TALKING POINTS

NPT

BACKGROUND

Discussions with PM Gorton concerning the NPT should
have the following aims: (1) Convince Gorten that the USG
is committed to the success of the NPT, and that we consider
Australian adherence important to that success; (2) Ascertain
what the GOA's true concerns are concerning the Treaty;

(3) Provide frank answers to any questions Gorton may
have regarding the Treaty; and (4) Leave the door open for
further NPT discussions, if necessary, in Washington or
Canberra.

DISCUSSION

-~Say that every country makes its own decisions on important
matters, and that the USG fully appreciates the fact that
Australia wants to look very closely at the NPT before
becoming a party.

--Say that the US is very serious about its commitment to the
NPT,

~-Four US Presidents have considered non-proliferation
central to our security.

--We consider a successful NPT a necessary precondition
to further meaningful steps to control presently-held
nuclear arms,.

--We view with great concern the large amounts of
fissionable material which will be readily available
in a few'years in many .countries if such material is
not brought under effective international control,
Since this material could be used to produce tens
of thousands of nuclear weapons, the risk of nuclear
war would greatly increase without the NPT.

2072 3
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--Add that in view of Australia's important position in Asia,
and the close relationship between our two countries, the
US considers eventual adherence to the NPT by Australia
especially important to the success of the Treaty.

Securitz

--Say that the USG recognizes at this time that the
governments of East Asia must carefully evaluate
their future security; the USG appreciates that
it is important for the GOA to assure itself that
the NPT will neither impair its present security
nor prejudice its security im the future,. ‘

--Point out the continuing validity of our
Aide Memoire of May 1968, in which we tried to
show that nuclear activities of interest to
Australia were not prohibited by the NPT.

--Mention also the availability of the withdrawal
"article which permits each party to determine for
itself when the provisions of the article justify
withdrawal,

--Reiterate the US commitment to the defense of
Australia. Should Gorton raise the Security
Assurancesgiven in connection with the NPT, stress
that these were given for the benefit of non-
aligned countries and do not effect in any way our ‘
specific mutual security arrangements with Australia, |

Safeguards

--Remind Gorton that last year we also answered several
GOA questions about IAEA safeguards under the NPT,

--Qur Aide Memoire of May 1968 made it clear that
safeguards have as their sole purpose the verifica-
tion that no diversion of nuclear energy from
peaceful purposes is taking place.

L 4
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--Point out that Australia's membership on the IAEA
Board of Governors will allow the GOA to make its
own contribution to TAEA safeguards policy.

--Say that we would be happy to answer any detailed
questions which Australia might st111 have

regarding safeguards.

Peaceful Uses

-~Emphasize that we believe that NPT safeguards will
facilitate, rather than impede, international peaceful
nuclear commerce by providing nations with greater
assurance that nuclear materials being transferred to
other countries are not being used in the manufacture
of nuclear weapons,

--Mention that this is in keeping with the spirit

~of the peaceful uses provisions of the Treaty, which
are designed to facilitate the flow of the benefits
of nuclear energy to all parties to the NPT,

--~-If Gorton wishes to discuss a project such as
Cape Keraudren, state that the US would cooperate
in any technical studies. However, we could not
commit ourselves to go forward with the actual
provision of nuclear explosion services in
connection with such studies. This would have to be
considered in light of the results of the studies
and of existing treaty obligations, specifically
the Limited Test Ban Treaty and the NPT. Regarding
the NPT, our decision on the provision of PNE
services would have to take into consideration,
among other things, whether and to what extent
this would effect international support for the
Treaty.

A Other Considerations

--1f Gorton inquires about the current NPT thinking of either
Japan or Germany

'--Say we think there is a reasonable chance that
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Japan will sign the Treaty by mid-summer.

--Say that we feel confident that Germany will

adhere; however, their signature has been delayed
by a unique set of circumstances,

--If Gorton raises the matter of signature implying speedy
ratification, say that the US would not read such an
implication into the Australian signature., We ourselves
will have had a considerable lapse of time between our
signature and the deposit of our ratification instrument.

--Stress that Australian signature, of itself, would
have a helpful effect on the progress of the NPT.
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WEDNESDAY , MAY 7

10:30 a.m. Mrs. Gorton, accompanied by
Mrs. Mosbacher, will depart
from Blair House.

10:40 a.m. Mrs. Gorton will visit
Dumbarton Oaks.

11:25 a.m. Mrs. Gorton will depart from
Dumbarton Oaks and return to
Blair House.

11:55 a.m. Prime Minister Gorton will depart from
Blair House.

12:00 noon Prime Minister Gorton will meet with
President Nixon at the White House.

12:15 p.m. Mrs. Gorton, accompanied by
Mrs. Mosbacher, will depart
from Blair House.

1:00 p.m. Mrs. Rogers will give a
luncheon in honor of Mrs.
Gorton at the Naval Academy
Alumni House, Annapolis,
Maryland.

Following the luncheon, Mrs.
Gorton will return to Blair
House.

1:00 p.m. Secretary Rogers will give a luncheon in
honor of Prime Minister Gorton in the
James Madison Room, Department of State.
Following the luncheon, Prime Minister
Gorton will depart from the Department
of State and return to Blair House.

3:50 p.m, Prime Minister Corton will depart from
Blair House.

4:00 p.m. Prime Minister Gorton will meet with the
Honorable Melvin R. Laird, Secretary of
Defense, at the Department of Defense.

5:00 p.m. Departure from the Department of Defense
and return to Blair House.

Private evening.

THURSDAY
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with one-third living in the two cities of Sydney
and Melbourne. Substantially all of Australia’s
population and industry are found in the area
corresponding geographically to our southern
States.

More than half of Australia’s population is
located in her State capitals., Following are the
populations of the capital cities as of June 1967,

Capital City Population
Sydney, New South Wales 2,591,720
Melbourne, Victoria 2,277,000
Brisbane, Queensland 795,400
Adelaide, South Australia 784,100
Perth, Western Australia 579,500
Hobart, Tasmania 143,279
Canberra, Australian

Capital Territory 114,930
Darwin, Northern Territory 21,065

There is no state church in Australia., The
distribution of churchgoers is approximately as
follows:

Anglican 35%
Catholic 25%
Methodist 10%
Presbyterian 9%
Baptist 1.5%
Other 19.5%

Australia’s literacyrate isestimatedto be 98.5
percent,

HISTORY

Little is known of Australia before its dis-
covery by Dutch explorers in the 17th century.
It was not until 1770 that Captain Cook ex-
plored the east coast and annexed it for Great
Britain. On January 26 (Australia Day), 1788, the
Colony of New South Wales was founded by Cap-
tain Phillip and formal proclamation on the site
of Sydney followed on February 7. Many, but by
no means all, of the first settlers were convicts,
a number of them condemned for offenses which
today would be thought trivial. Aroundthe middle
of the 19th century, a policy of emancipation of
the convicts and assisted immigration of free men
emerged, The discovery of gold led to increased
population, wealth, and trade.

The dates of the creation of the six colonies
which now comprise the States of the Common-
wealth are: New South Walgs, 1823; Tasmania,
1825; Western Australia, 1838; South Australia,
1842; Victoria, 1851; Queensland, 1859. Settle-
ment had preceded these dates in most cases.
Desire for a close union resulted, after discus-
sions between Australian representatives and the
British Government, in the Commonwealth of
Australia Constitution Act of 1900.

The first Federal Parliament was opened in
Melbourne in May 1901 by King George V, then
Duke of York. In May 1927 the seat of govern-
ment was transferred to Canberra, and the first
session of Parliament was opened by King George
VI, then Duke of York. Australia passed the Statute

of Westminster Adoption Act on October 9, 1942,
This officially established Australia's complete
autonomy in both internal and external affairs,
although its passage merely formalized a situa-
tion which had existed for years.

GOVERNMENT

The Commonwealth of Australia consists of
six federated States: New South Wales, South
Australia, Western Australia, Tasmania, Vic-
toria, and Queensland. The Australian Capital
Territory has a status similar to that of the
District of Columbia; the Northern Territory and
Papua resemble the former territorial status of
Alaska and the Hawaiian Islands; and New Guinea
is under a U.N. trusteeship.

The Commonwealth Government was created
with a written constitution patterned in part
on the U. S. model. In the distribution of powers
between the Commonwealth and the State Govern-
ments, those of the former are specifically de-
fined, the residual powers remaining with the
States (as in the United States).

Australia is a fully independent nation within
the British Commonwealth., The Queen of England
isthe sovereign, represented throughout Australia
by the Governor-General and in each State by a
Governor. The Prime Minister and his Cabinet
wield actual power and are responsible to the
Federal Parliament, to which they must be elected
members. Each of the States has its own elected
legislature, the prime ministers of which are
called Premiers to distinguish them from the
Commonwealth Prime Minister.

The Federal Parliament is bicameral, con-
sisting of a Senate and a House of Representa-
tives. There are 60 Senators, 10 from each State,
elected for 6-year terms, with half coming up
for election every 3 years. The House consists
of 123 members elected every 3 years (plus one
member representing the Northern Territory,
who may vote only on certain motions), In
ordinary legislation the two chambers have co-
ordinate powers, but all proposals for ap-
propriating revenue or imposing taxation must be
introduced in the House of Representatives.

Elections normally are held every 3 years.
The last general election was on November 26,
1966.

POLITICAL PARTIES

Essentially, Australia has a three-party sys-
tem, consisting of the Australian Labor Party,
which draws its strength from the trade unions;
the Liberal Party, representing business in-
terests; and the Country Party, representing
agricultural interests. The Country Party, how-
ever, is relatively small and traditionally has
maintained a close alliance with the Liberals
against Labor. In the November 1966 election the
Liberal-Country Party coalition increased its

3
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substantial majority in the House of Representa-
tives. The present distribution of seats in the
House is: Liberal-Country Party coalition, 81
(Liberals, 60; Country Party, 21); Australian La-
bor Party, 41; Independent, one. The division in
the Senate is: Liberal-Country Party coalition,
28; Democratic Labor Party, four (see below);
Australian Labor Party, 27; andIndependent, one.

Robert Gordon Menzies, leader of the Liberal
Party, was Prime Minister for 17 years (1949-
66), longer than anyone before him. Harold Holt
replaced Menzies upon his retirement in January
1966. While swimming in heavy surf in December
1967, Holt disappeared and was presumed drowned;
his body was swept out to sea and not recovered.
John G. Gorton succeeded Holt as Prime Minister
and Leader of the Liberal Party in January 1968.

The voting strength of the Australian Com-
munist Party is negligible; it has never wona seat
in the Federal Government, The Communistshave
managed, however, to gain considerable influence

in several important Australiantrade unions. Dra-

matic progress in ousting Communists from trade
union positions was .made in 1951-53. The tech-
nique of accomplishing this, in which the Catholic
wing of the labor movement played a conspicuous
part, led to a serious split inthe Australian Labor
Party. In 1957 rightwing elements in the party
broke away to form the Democratic Labor Party,
which, although it has beenunableto winany seats
in the House, holds the balance of power in the
Senate and has effectively harassed and handi-
capped its parent party. In early 1960 Dr. Herbert
Evatt resigned as parliamentary leader of the
Australian Labor Party, a position he had held
since 1951. The leader of the Labor Party, and
Leader of the Opposition from 1960 until 1967,
was Arthur A, Calwell. E. G. Whitlam became
Leader of the Opposition in 1967,

ECONOMY

Australia is a land rich in basic natural re-
sources and capable, with the application of
modern technology and large amounts of capital,
of supporting a population many times its present
12 million. Its standard of living, witha per capita
output of approximately $2,260infiscal year 1968,
is among the highest in the world,

Although mineral exports are rising rapidly,
agriculture continues to be the principal source
of Australia’s essential overseas income,
Australian agriculture resembles that of the
United States in being largely mechanized and
highly efficient, but differs in being based largely
on pastures and winter grains, with a limited
acreage of row crops. Both Australia and the
United States are exporters of grains, dairy pro-
ducts, fruit, and certain livestock products, and
the marketing of these commodities is therefore
a matter of common concern, Also a matter of
concern 1is the potential economic impact on
Australia of the proposed United Kingdom entry
into the European Common Market, which would
disturb present marketing arrangements under
the system of Comonwealth preference.

Mineral resources are very great, including
coal reserves estimated at 15 billion tons, vast
iron ore reserves, and substantial amounts of gold,
lead, zinc, copper, nickel, tungsten, tin, manga-
nese, and antimony, all of which are exploited
commercially, A major deposit of bauxite, esti-
mated at 1 billion tons, was discovered innorthern
Queensland and is being developed jointly by
British, Australian, and U.S. capital. Petroleum
has recently been found in substantial quantities,
believed sufficient to supply more than a half of
Australia’s needs by the early 1970’s.

ANNUAL STATISTICAL DATA

1967-68 1966-67 1965-66 1964-65 1963-64
(millions of U.S. dollars)

Gross National Product 27, 128 25,516 22, 850 21,920 20, 056

Defense 1,250 1, 120 830 669 580
Exports

Total 3,411 3,387 3,053 2,631 2,762

to United Kingdom 471 454 532 516 511

to Japan 720 656 529 440 487

to United States 451 403 372 280 264
Imports

Total 3,661 3,411 3,291 2,904 2, 372

from United Kingdom 810 811 840 761 659

from United States 941 875 787 692 542

from Japan 384 332 313 258 162

Capital Inflow 1,272 601 1,063 538 556

NOTE: The unit of currency is the Australian dollar, equivalent to U,S, $1,12.
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Power Project

In the mountainous area of New South Wales,
the Australian Government is pushing throughone
of the world’s greatest engineering projects, the
Snowy Mountains hydroelectric power scheme.
When completed inabout 1975, this vast complex of
dams, tunnels, and power stations will have cost
more than $1 billion; will produce annually 3 mil-
lion kilowatts of power; and will divert 2 million
acre-feet of water per year from the fertile valleys
east of the mountains, where there isample rain-
fall, to the aridplains onthe west, where it will be
used for irrigation. Parts of the scheme have
been completed and already are in operation. The
U. S. Bureau of Reclamation in Denver has as-
sisted the project actively, and U. S. firms have
played an important part init. The Americangroup
of Kaiser, Walsh, Perrini, and Raymond built the
Eucumbene Dam, the second-highest earth- and
rock-filled dam in the world, in 2 years.

Manufacturing

While Australia continues to be dependent pri-
marily on agricultural products for its export
income, the outstanding feature of the Australian
scene in the past decade has beenthe rapid growth
of manufacturing, More than 25 percent of the
total work force is now employed by manu-
facturing, as against 21 percent in the United
States. While originally Australian manufacturing
was directed primarily toward supplying internal
markets, it now accounts for an increasing pro-
portion of exports., The greatest recent expan-
sion in manufacturing has been in heavyindustry;
for example, steel-producing capacity has more
than quadrupled to more than 6 million tons, and
further major expansion isunderway. Australia’s
industrial expansion has been made possible by a
high rate of domestic investment andby extensive
private investment from overseas.

Investment in Australia

The Australian Federal Government, as well
as the State Governments, have traditionally fol-
lowed a policy of welcoming private investment
from overseas. They have recognized that an in-
flow of capital is necessary if Australia is to de-
velop as rapidly as it might. Foreign-owned
firms have suffered little if any discriminatory
treatment with regard to their operations. (Aus-
tralia has since World War II refusedtoallow the
establishment of foreign banks, however.) Although
exchange control formalities are maintained, there
has been no barrier to repatriation of earnings
and capital. With a stable political climate and
good growth prospects, Australia has been re-
garded as a favorable area for U.S. investors.

Of the total of U.S. $6.3 billion invested in
Australia from abroad as of June 1967, about 38

percent ($2.4 billion) came from the United States
and about 49 percent came from the United King-
dom. In recent years U.S. investment hasbecome
relatively more important and U.K. investment
less so.

Currently there are about 400 U.S. companies
with subsidiaries or joint ventures in Australia,
Another 1,100 firms have licensing arrangements
or other agreements with Australian companies,
U. S. investment has been primarily in manu-
facturing, but this is now being overtaken by
investment in minerals exploration and in the
development of recent discoveries of iron ore,
bauxite, coal, petroleum, etc. U.S.investmentsin
petroleum refining and marketingare estimatedto
be about $700 million, in automobile production
about $575 million, and in exploration and pro-
duction of petroleum and minerals about $500
million, Among the more prominent U.S. firms
active in Australia are General Motors, Interna-
tional Harvester, Mobil Oil, Goodyear, Monsanto
Chemical, Armco, International Business Ma-
chines, Ford, and Chrysler.

Trade

Overseas trade plays a relativelylarge role in
Australia’s economy, export earnings accounting
for about 13 percent of gross national product (as
against 5 percent in the United States), and im-
ports representing about 15 percent of total goods
available for sale (as against 4 percent in the
United States). Historically, Australia has been
dependent on wool and other farm crops for most
of its overseas income, andthis pattern continues,
Wool, wheat, meat, sugar, dairy products, and
fruits accounted for 54 percent of exportsin 1968.
The United Kingdom, Japan, and the United States
are Australia’s principal partners. In 1967 Japan
replaced the United Kingdom as Australia’s big-
gest customer, and the United States replacedthe
United Kingdom as its biggest supplier, Communist
China is the principal market for exports of Aus-
tralian wheat.

Current economic conditions are prosperous.
Diversification of the economy and of exports,
especially in the minerals field, helped Australia
to stand firm in the face of sterling devaluation
in the fall of 1967. Devaluation together with se-
vere drought in 1967 created problems, particu-
larly in the agricultural sector, but the long-term
outlook was for continued dynamic growth and a
healthy balance of payments after 1970, when the
minerals boom should begin to be fully reflected
in exports.

DEFENSE

In March 1957 the Australian Government an-
nounced a new defense program which would place
emphasis on ‘‘mobility, hitting power, and modern
equipment,’”” It included the decision to make
Australian land and air weapons compatible with
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Treasurer—William McMahon

Minister of External Affairs—Gordon Freeth

Minister for Defense—Allen Fairhall

Leader of the Australian Labor Party—Edward
G. Whitlam

Deputy Leader, Australian Labor Party-Lance
Barnard

Governor-~General of Australia—Lord Casey

Australia maintains an Embassy in the United
States at 1700 Massachusetts Avenue, N,W,, Wash-
ington, D. C. 20036.

PRINCIPAL U.S. OFFICIALS

Ambassador—William H, Crook

Deputy Chief of Mission—Edwin M. Cronk
Political Counselor—James V, Martin
Economic Counselor—Albert V, Nyren

The United States maintains an Embassy in
Australia at Warra Lumla, Canberra,
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NOTE: This special revision of the Background Notes on the Commonwealth of Australia, prepared for official use in connection with the visit of Prime
Minister Gorton to the United States, is not for sale by the Superintendent of Documents, U.S, Government Printing Office. The most recent edition avail-
able for general distribution (see reverse for how to order) is dated May 1968; it is scheduled for revision and sale early next year,
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LIST OF COUNTRIES

Write to the Superintendent of Documents, U.S. Government Printing Office, Washington, D.C. 20402, for any item, or
combination of items, from among the following: (1) complecte set of all looseleaf Background Notes currently in stock (at least
125)-%6.00 per set, plus $1.50 for forcign mailing; (2) 1-year subscription service for approximately 75 updated or new Background
Notes—$3.50 per year, plus $3.00 for foreign mailing; (3) plasticized binder—$1.50 each, plus 40 cents for foreign mailing; and (4)
individual Background Notes chosen from thce list below—10 cents each, plus 25 percent for foreign mailing. (Orders of 100 copies or
more of the samc Note sent to the same address are sold at a 25 percent discount.)

Available January 1969

Afghanistan (pub. 7795)
Albania (pub. 8217)

Algeria (pub. 7821)

Angola (pub. 7962)

Argentina (pub. 7836)
Australia (pub. 8149)

Austria (pub. 7955)

Bahamas (pub. 8329)

Bahrain (pub. 8013)

Barbados (pub. 8242)

Belgium (pub. 8087)

Bermuda (pub. 7907)

Bhutan (pub. 8334)

Bolivia (pub. 8032)

Botswana (pub. 8046)

Brazil (pub. 7756)

British Honduras (pub. 8332)
Bulgaria (pub. 7882)

Burma (pub. 7931)

Burundi (pub. 8084)
Cambodia (pub. 7747)
Cameroon (pub. 8010}
Canada (pub. 7769)

Central African Republic (pub. 7970)
Ceylon (pub. 7757)

Chad (pub. 7669)

Chile (pub. 7998)

China, Communist (pub. 7751)
China, Republic of (pub. 7791)
Colombia (pub. 7767)

Congo, Brazzaville (pub. 7896)
Congo, Kinshasa (pub. 7793)
Costa Rica (pub. 7768)

Ghana (pub. 8089)
“Greece (pub. 8§198)
Guadeloupe (pub. 8319)
Guatemala (pub. 7798)
Guinea (pub. 8057)
Guyana (pub. 8095)
Haiti (pub. 8287)
Honduras (pub. 8184)
Hong Kong (pub. 8126)
Hungary (pub. 7915)
Iceland (pub. 8227)
India (pub. 7847)
Indonesia (pub. 7786)
Iran (pub. 7760)

Iraq (pub. 7975)

Ireland (pub. 7974)
Israel (pub. 7752)

Itaty (pub. 7861)

Ivory Coast (pub. 8119)
Jamaica (pub. 8080)
Japan (pub. 7770)
Jordan (pub. 7956)
Kenya (pub. 8024)
Korea (North) (pub. 8396)
Korea (South) (pub. 7782)
Kuwait (pub. 7855)
Laos (pub. 8301)
Lebanon (pub. 7816)
Lesotho (pub. 8091)
Liberia (pub. 7991)
Libya (pub. 7815)
Luxembourg (pub. 7856)
Macao (pub. 8352)

Nigeria (pub. 7953)
Norway (pub. 8228)
Pakistan (pub. 7748)
Panama (pub. 7903)
Paraguay (pub. 8098)
Peru (pub. 7799)
Philippines (pub. 7750)
Poland (pub. 8020)
Portugal (pub. 8074)

Portuguese Guinea (pub. 7966)

Qatar (pub. 7906)
Romania (pub. 7890)
Rwanda (pub. 7916)
Saudi Arabia (pub. 7835)
Senegal (pub. 7820)
Seychelles (pub. 8246)
Sierra Leone (pub. 8069)
Singapore (pub. §240)
Somali Republic (pub. 7881)
South Africa (pub. 8021)

South West Africa (pub. 8168)
Southern Rhodesia (pub. §104)

Southern Yemen (pub. 8368)
Spain (pub. 7800)

Spanish Sahara (pub. 7905)
Sudan (pub. 8022)
Surinam (pub. §268)
Swaziland (pub. 8174)
Sweden (pub. 8033)
Switzerland (pub. 8132)
Syria (pub. 7761)
Tanzania (pub. 8097)
Thailand (pub. 7961)

Cuba (pub. 8§347)

Cyprus (pub. 7932)

Czechoslovakia (pub. 7758)

Dahomey (pub. §308)

Denmark (pub. 8298)

Dominican Republic (pub. 7759)

Ecuador (pub. 7771)

El Salvador (pub. 7794)

Equatorial Guinea (pub. 8025)

Ethiopia (pub. 7785)

Finland (pub. 8262)

France (pub. 8209)

French Guiana (pub. 8321)

French Territory of Afars and [ssas
(pub. 8429)

Gabon (pub. 7968)

The Gambia (pub. 8014)

Germany, Federal Republic of
(pub. 7834)

Germany, Soviet Zone of (pub. 7957)

Malagasy Republic (pub. 8015)
Malawi (pub. 7790)

Malaysia (pub. 7753)

Maldive Islands (pub. 8026)
Mali (pub. 8056)

Malta (pub. 8220)

Martinique (pub. 8§320)
Mauritania (pub. 8169)
Mauritius (pub. 8023)

Mexico (pub. 7865)

Mongolia (pub. 8318)
Morocco (pub. 7954)
Mozambique (pub. 7965)
Muscat and Oman (pub. 8070}
Nepal (pub. 7904)

Netherlands (pub. 7967)
Netherlands Antilles (pub. 8223)
New Zealand (pub. 8251)
Nicaragua (pub. 7772)

Niger (pub. 8293)

Togo (pub. 8325)

Trinidad and Tobago (pub. 8306)
Trucial Shaikhdoms (pub. 7901)
Tunisia (pub. 8142)

Turkey (pub. 7850)

Uganda (pub. 7958)

United Arab Republic (pub. 8152)
United Kingdom (pub. 8099)
Upper Volta (pub. 8201)

Uruguay (pub. 7857)

U.S.S.R. (pub. 7842)

Vatican City (pub. 8258)
Venezuela (pub. 7749)

Viet-Nam, Republic of (pub. 7933)
Western Samoa (pub. 8345)
Yemen (pub. 8170)

Yugoslavia (pub. 7773)

Zambia (pub. 7841)
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CONFIDENTIAL 7

the moderate leader of the Australian Labor Pavtv (ALT ),
Gough Whitlam, was badly hurt politically in a spectacular
showdown with left-wing opponents in his battie to oust
them from control of the party machine. The rift is deep
and bitter, and the divided party is given almost no

chance to take pecwer in the general election which must

be held by November, 1969. Anti-Whitlam elements, in [act,
are reportedly counting on an election defeat to give

them a chance to topple Whitlam and install the leftist
Jim Cairns in his place.

Gorton's Controversial Personality. Gorton's early
course was notably erratic. He made a number of rash,
off-the~cuff public statements on which he was obliged
to backtrack. Impetuous, abrasive and cocksure, sloppy
in Parliamentary debate, restricting his advisers to a
tiny "kitchen cabinet,' he quickly earned a bad press
and poor perscnal relations in the Government. He shrugged
off criticism, nowever, and concentrated on gaining
maximum public exposure -~ in person and on television --
for his charismatic personality, which has been described
as that of "an off-duty fighter pilot' or "the casual,
knockabout bloke next door.'" This exposure has paid off.
His masculine, "typically Australian,' irreverent ruggedness
has strong appeal, and his standing with the public has
remained high. His somewhat uncontrolled behavior in the
company of women, however, has given rise to rumore and
public criticism which could be damaging.

Gorton's Policies and the Election Quticok. Like bhis
public image, Gorton's policies appear to have been shrewdly
tailored to Australian egalitarianism and growing nationalism.
Without really changing the Government's traditional policy
of welcoming needed foreign capital almost without
restriction, he has made a number of statements and moves
which appeal to the widespread feeling that there should
be greater Australian participation in foreign business
ventures in Australia. In so doing he has, at least
rhetorically, moved close to the traditional ALP position.
He has also moved to the left -~ and svoien the opposition's
thunder -- on social welfare questivas including social
security and medical benefits.

CONFIDENTIAL

Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



Reproduced at the Nixon Library. DECLASSIFIED This document has been reviewed pursuant to E.O. 13526 and has been determined to be declassified.



JGA-BP-9-Rev., 1
LIMITED OFFICTAL USE 2

~

2. Since the Department of Agriculture estimated that
meat imports in 1969, in the absence of restraints, would
again exceed the amount requiring gquotas, all supplying
countries were asked to participate in a continuation of
the restraint program in 196%. Under the new program all
countries have agreed to limit tuglr shipments to the US
to an amount A.SA above last year's commitment level.
Australia's complaint is that the mew program freczes the
1968 trade pattern, thus holding Auvstralia for the second
consccutive year to a level below its historical market
: share.

3. We have told the Australians that while we recognize
the validity of their complaint, a freezing of 1968 trade
patterns was the only way in which a voluntary restraint
program could be worked out. Any readjustment of market
shares in 1969 would have meant that the small suppliers
would have had to reduce the level of their exports to the
US. These countries would not have concurred in a voluntary
program, and thus quotas would have been the only alternative.
However, by freezing marke:r shares at the 1968 level, all
countries including Australia, are able to increase the
absolute level of their meat shipments to the US market;
Australia's allotment, for example, was increased by 22

"million lbs. over the 1968 level. In addition, Australia
will receive about one-half of any shortfall in exports by
other countries., We have also pointed out to the Australians
that the other major suppliers of meat to the US market --
New Zealand, Mexico and Ireland -- also received market
shares under the restraint programs which were less than
their historic market shares.

4. As a matter of general trade policy we have sought
to avoid import quotas whenever possible. In addition one.
of the major reasons for undertaking the voluntary restraint
program on meat was to avold the sizeable cut in exports
which the Central American and Caribbean countries, whose
efforts at diversification we have encouraged and assisted,
would suf fer were quotas necessary. In 1968 the five
Central American countries exported 110 million lbs. of
meat to the US, equal to only about 107 of total US meat
imports. Under quotas meat imports from CA would probably
be limited to under 80 million ibs. '

LIMITE OV“"fTAT USz
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5. While avoidance of rigid limitations on access
to the US market has been Australia's principal worry,
our Wholesome Meat Act, which requires that foreign meat
products exported to the US must be prepared under
sanitary conditions equivalent to those applied to US
meat products, has also presented periodic difficulties
for the Australians. In this regard officials of
Australia and the United States concluded discussions
on April 14 concerning certain deficiencies in the GOA
meat inspection system. As a result of the discussions
the Department of Agriculture agreed to lift a May 1
deadline for delisting of Australian meat plants lacking
sufficient veterinary supervision of slaughter operations.
(Prime Minister Gorton had complained that this deadline
did not allow sufficient time.) The Australians indicated
that the requisite supervision would be provided by
August L.

‘Drafted by: :ORF :OFP:FPD:EPEricksen
Cleared by: |[E/OFP - Mr. Arnold
;éY$E/FPD - Mr. Calingaert
7 EAJANZ - Mr. Brower
| USDA/FAS - Mr. Rubel
STR ~ Mr. Schlechty
S/S-S:WSShepard{ Ext., 4154, Room 7237
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CONF TDENTTAL
JGA/BP-3-Rev. 1
April 21, 1969

VISIT OF JOHN GORTON
PRIME MINISTER OF AUSTRALIA
- May 6-7, 1969

Background Paper

U.S. INVESTMENT IN AUSTRALIA

Summary of the Problem:

As a rapidly developing country Australia utilizes capital
inflows to help finance economic growth. U.S. private direct
investment has greatly expanded in recent years, especially in
natural resource industries., Despite initial fears the Foreign
Direct Investment Program (FDIP) in 1968 does not appear to have
hampered American investment in Australia. Extensive foreign
control of Australian industry and resources has led to increasing
criticism of foreign ownership during the past year and demands
for Australian participation. Present uncertainties as to the

‘ Australian government's attitude may lead to some contraction of
U.S. investment in 1969 but the long range outlook is for
continuing expansion.

The Interest Equalization Tax (LET) has restricted U.S.
lending activities to Australia., The Australian government,
however, has been able to borrow extensively in Europe and other
arrangements have mitigated the program's effects on Australia,
Despite the recent reduction on theeffective IET rate, high
interest costs in the U.S. relative to Switzerland and Germany
continue to make raising of funds prohibitive in the U.S. market.

Major Issues Are:

Direct Investments - Since 1959 U.S. direct private investment
in Australia has grown by 218 percent to a total of $2.4 billion at
the end of 1967 (the last year for which complete data is available).
Although investments in the manufacturing sector remain the largest
($1.3 billion) single area of direct investment, the greatest
growth in recent years has been in the mining industry (1085 percent
since 1959). Recent discoveries of tremendous reserves of iron ore
and large deposits of nickel, oil, gas, bauxite and phosphate have
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