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INTER-ASTAN AFFAIRS

ASEAN TO PROTEST EEC DUTIES ON VEGETABLE OILS, FATS
Kuala Lumpur BUSINESS TIMES in English 18 Feb 87 p 1

[Article by Hardev Kaur]

[Text]

ASEAN will make collective re-

presentation to the European.

Economic Commission against
the proposed duties on imports of
vegetable oils and fats into the
Community.

Concerted -effort will be made
on all fronts, sources said yes-
terday. The Asean Brussels Com-
mittee (ABC) is expected to sub-
mit its representation to the
Commission today, the Asean
ambassadors and high commis-
sloners to the United Kingdom
will do their part in London and
Foreign Minister Datuk Rais Ya-
tim is expected to raise the issue
with EEC ambassadors and high
commissioners in Kuala Lum-
pur tomorrow.

Asean members are major
producers and exporters of vege-
table oils such as palm oil and
coconut oil. In 1985, for example,
Malaysia alone exported 470,887

tonnes of palm ol and palm ker-.

nel ol to the EEC valued at $565
million. Presently, Malaysian

crude palm ofl to the EEC is sub-
ject to 4 per cent tariff and re-
fined palm oil to 12 per cent.

Malaysia on its own lodged a
protest last week with the Bel-

ium Ambassador to Malaysia,

r Pieter H. Berghs. The Malay-
stan Ambasador to Thalland was
also directed to make immediate
representation with the EEC am-
bassador to the region who is
based in Bangkok.

Sources said while the Gov-
ernment is doing what it can, the
industry should also make an ef-
fort to do something about the
levy, which is both “punitive and

-protectionist.” In fact, the in-
_dustry will be directly hit if the
proposal is accepted by the EEC

/9317
CSO: 4200/402

Council of Ministers.

The Commission, the execu-
tive branch of the European
Economic Community, ap-

roved a farm price package for
the 1987-88 season yesterday,
which includes a tax on both im-

-ported and EEC produced vege-

table oils and fats. It is under-
stood that Spain and Portugal,
two producers of vegetable oils
in the EEC, will initially be ex-
empt from the tax. The EEC
Council of Ministers are expect-
ed to meet on Monday to consider
the proposal.

The amount of tax proposed
will mean a near doubling of the
oils and fats prices this year to
about 700 European Currency
Units (ECUs) a tonne from 370
ECUs a tonne.

While the proposed levy is a

modification of an earlier propo-
sal which sought to impose the

duties only on imported oils and-

fats, sources stressed that the si-
tuation as far as Malaysian and
Asean vegetable oil producers
are concerned remains un-
changed. The proposal is protec-
tionist and punitive and against
the Ministerial Declaration in
Uruguay on the Multilateral
Trade Negotiations (MTN) in
September last year, which

called for greater liberalisation
of world trade.

Sources said that representa-
tions will now aim at getting the
tax -dropped from consideration
by the EEC Council of Ministers.
If approved, the proposed tax
will come into effect on April 1.

Opposition to the proposed
levy is growing, with the US, con-

sumers in the EEC and Britain, a
member of the grouping, saying

‘that it will have adverse effects.

British Foreign Minister Sir
Geoffrey Howe had been quoted
as having said: “It simply passes
on the costs to the consumer and
raises difficulties on the trading
front with the US and our

"o

partners.” | .

Fears have been expressed
that the move by the EEC may
provoke new US-European trade
tensions. However, EEC
Commissioner for Agriculture
Policy Frans Andreissen, in an-
nouncing the proposed new tax
and the overall 1987 farm price

package, said he did not foresee a
major new trade conflict with
the US.

The package proposed by the
EEC has three major compon-
ents: .

M New guaranteed EEC prices
for the year starting April cover-
ing a wide range of products
from milk and cereals to wine
and olive oll. These are accom-
panied by several other related
measures, such as reducing the
period during the year when the
Community will buy up surplus
grain.

# Changes to the system of
“green” currencies, the national
exchange rate used to convert
common ECU prices into na-
tional currencies. The main aim
is to reduce the scope for “dis-
guised” price Increases arising
from EMS realignment and;

W The olls and fats tax or “sta-
bilisation mechanism” which is
designed to raise money to pay
for the incressingly high levels
of support in the sector.



OUTGOING ARMY CHIEF DEFENDS ANZUS, U.S.

TIES

Melbourne THE AGE in English 18 Feb 87 p 3

[Article by Tony Burchill]

[Text]
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The retiring chief of the Austra-
lian Defence Force, General Sir
Phillip Bennett, said yesterday
that he disagreed with New Zea-
land’'s anti-nuclear stand and
described the American-Austra-
lian alliance as “rock solid".

Before his farewell speech to
staff at the Defence Centre in St
Kilda Road, Sir Phillip also gave
his views on the likelihood of nu-
clear capacity for Australia, the
Anzus alliance, the Dibb report,
the Vietnam War and the health of
the Defence Force.

On the question of becoming a
nuclear power, Sir Phillip said
that although it was difficult to
“crystal ball”, there was no
reason for Australia to interest it-
self in nuclear capability “while it
has the credibility of nuclear sup-
port through the alliance.

“It may, however, be eminently
sensible to base some of our
defence support on a nuclear
industry, such as with nuclear
power, if such an industry devel-
ops in the future,” he said.

On the split in Anzus, Sir Phillip
acknowledged New Zealand's
“right to make its own decisions.
“We will endeavor to keep the An-
zus alllance, as we believe that
our historical and regional ties
with New Zealand must be main-
tained,” he said.

He said the Dibb report, which
emphasised self-reliance for the
Defence Force, had met with
approval from the United States
in discussions he had had with the

Secretary of Staté, Mr Shultz, and
the Defence Secretary, Mr
Weinberger.

He spoke enthusiastically about
community attitudes to the De-
fence Force and sees no threat to
Australia in the next 20 to 30
years, qualifying it by saying that
such threats could develop “as the
future is always uncertain®.

On the Soviet presence in the
Pacific, he said there was no truth
in suggestions that Australia was
heading toward a realignment

with the Soviets.
Sir Phitlip, who served in both

the Korean and Vietnam wars
during his 41 years in the army,
said that both conflicts had shown
Australia’'s commitment. .

“The Korean War was a firm
indicator of our commitment to
the ideals of the United Nations.
It the different conflict of the
Vietnam War, we showed our will-
ingness to meet our commitments
to peace and stability in the
region. , .

“Ihere were a lot of colorful,
academic views on our involve-
ment, which I don’t believe the
general communily stipported.
The country has always been very
proud of our army, naval and air
force personnel and Vietnam was
no exception.”

. Sir Phillip received a salute' of
honor, with three loud cheers and
the raising of hats by servicemen
and women

AUSTRALTA



GREENPEACE CONCERN OVER U.S. NAVY NUCLEAR MISHAP POLICY

Auckland THE NEW ZEALAND HERALD in English 24 Feb 87 p 16

[Text]

NZPA Sydney

Documents obtained
under United States
Freedom of Information
laws show that if a
United States Navy
vessel had a serious
nuclear accident on
Sydney Harbour, the
New South Wales Gov-
ernment could lose all
control of events,
Greenpeace says.’

Greenpeace spokes-
woman Faith Doherty said
there was a real chance
that the United States Navy
would throw a security
blanket over the area, keep-
ing all non-United States
personnel out.

Faith Doherty said that
concern about this was ex-
pressed in a Greenpeace
submission to the Senate
Standing Committee on
Foreign Affairs investiga-
tion into the safety proce-
dures for nuclear vessels in
Australian waters.

Sealed-Off

She said that a fore-
warning of what would
happen in the case of a
nuclear accident in Austra-
lian waters was given in a
series of United States Navy
exercises called NUWAX.

/9317
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“During the exercises, a
one kilometre area around
a nuclear weapons accident
is sealed off completely and
designated ‘American sov-
ereign soil,’ with no access
to the public, the media or
even to representatives of
the Government on whose
territory the accident
occurs,” Faith Doherty

said.

In the 1981 NUWAX ex-
ercise, she said, a simulated
“demonstrator” who broke
into the no-go Zzone was
“shot.” .

A former Royal Austra-
lian Navy officer shares
Greenpeace's concern,

No Guarantee

Michael Lynch, who
spent his final three years
in the Royal Australian
Navy as the officer respon-
sible for visits to Western
Australia by all United
States nuclear-armed and
nuclear-powered warships,
said the United States
evacuation plan would be
implemented for security
reasons, apart from any
threat to the environment
posed by a radioactive leak-
age.

“There is no guarantee
that the United States Navy
would tell if there
was an accident or a leak of
radioactive material,” the
former lieutenant-comman-
der said.

Greenpeace also has ex-
pressed concern at the ap-
parent lack of any New
South Wales contingency
plan for such an accident.

The Interdepartmental
Committee on Visits of
Nuclear Warships to New
South Wales Ports told the
then Minister for Planning
and Environment, Mr
Brereton, in a leaked confi-
dential report in 1978 that
people in the vicinity of the
accident would need to be
evacuated within two hours.

More Traffic

But Faith Doherty said
there had been no practice
of evacuation procedures in
Sydney in the event of an
accident since the report
was published almost 10
years ago.

“Since that time the
population would have ex-
panded and there would
certainly be more traffic on
the roads.

AUSTRALIA

“We feel that it would be
impossible to evacuate
people within two hours
from the area referred to in
the New South Wales
report. .

“It is obvious that the
safety plans that exist are
totally inadequate, we do
not have the proper re-
sponse capabllities and
there is a definite lack of
information regarding
nuclear-related accidents in
our ports.”

Great Risk

Greenpeace Australia
commissioned Professor W.
Jackson Davis, a professor
of biology in the nuclear
policy programme at the
University of California, to
prepare the report submit-
ted to the Senate Standing
Committee last week.

Professor Davis said the
consequences of a nuclear
accident could be estab-
lished precisely, but to es-
tablish the probability of an
accident required informa-
tion that the military had
been unwilling to provide.

He described Australia’s
acceptance of foreign
nuclear-armed or nuclear-
powered vessels as equiva-
lent to “acceptance of an
incalculable risk.”



AUSTRALIA

EDITORIAL CHIDES MOSCOW ON CAM RANH BAY CLAIMS, EVIDENCE

Sydney THE AUSTRALIAN in English 10 Feb 87 p 10

[Editorial:

[Text]

ONLY two weeks after the Soviet

Union's  Minister-Counsellor  in
Canberra, Mr Valery Zemskov,
claimed in the pages of The Australian
that there was no Soviet naval base in
Vietnam’s Cam Ranh Bay, Admiral
Lyons, the American  Naval
commander in the Pacific, has
produced conclusive evidence to the
contrary.
. Cam Ranh Bay symbolises the
Soviet Union’s new military power and
potential in the Pacific. Moscow's
reach now extends deep into our
region, and it is time for Australia to
recognise this reality and shape new
strategic and diplomatic policies that
both acknowledge and aim to meet
this threat.

Since the fall of South Vietnam in
1975, and the ending of the American
presence in Indo-China, that unhappy
region’s chaos has been Moscow's
gain. Vietnam’s 50 million people live
under an old-style Stalinist regime.
Thousands of Vietnamese citizens
languish in a gulag of “re-education”
camps 12 years after the end of the
Vietnam war, while thousands more
each year take to the high seas in
unsteady boats to flee oppression. The
price paid for the trickle of Soviet
economic aid to these three States is

"Soviets' Pacific Base']

Moscow's permanent right of access
to Cam Ranh Bay, the springboard for
the new drive into the Pacific
proclaimed so eloquently by Mr
Gorbachev in his Vladivostok speech
of July last year.

This is the context in which we
should consider our regional strategy.
The Pacific is no longer an American
lake — it is an area of expanding Soviet
influence and activity. The uncertain
future of the principal American naval
base in the region, Subic Bay in the
Philippines, becomes all the more
crucial a factor in view of this Soviet
build-up.

Moscow’s willingness to sign the
South Pacific Nuclear-Free Zone
Treaty, rejected last week by the US,
fits in with a long-term goal of gaining
regional position at Washington's
expense. The SPNFZ treaty would
have little effect on the Soviets, who
are still weak in the area, but would
place some constraints on the US
warships that now patrol these waters.
For this reason alone, Canberra should
have grave reservations about
promoting SPNFZ.

Perhaps the surest sign of the new
high Soviet profile in the Pacific is
Moscow’s quest for fishing rights in
the waters of the ocean’s island States,



presented as a straight economic deal.
In fact, as Admiral Lyons points out,
the Soviets are “after more than fish”
in these waters. Their true priorities
are increased espionage and
diplomatic gain.

Cam Ranh Bay speaks volumes
about Moscow’s intentions. The Soviet
Government, despite its headline-
grabbing internal economic reforms,
is committed to the expansion of its
military power, now being channelled
through Vietnam into the Pacific.

_Australia’s defence strategy must
be based on a clear understanding of
the military balance in our region, and
for that reason a knowledge. of what
goes on at Cam Ranh Bay is essential.
This base provides much of the muscle
behind Moscow's diplomatic
manoeuvres. If the past fortnight's
surreal dispute over Cam Ranh Bay
raises awareness of Soviet military
strength in our region, some good will
may have come of it.

/9317
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AGRICULTURAL WEEKLY HITS U.S.-PRC WHEAT BID

Government, Wheat Board Anger

North Richmond THE LAND in English 29 Jan 87 p 5

[Text]

THE tentacles of the US
wheat export subsidy pro-
gram have spread to
China, a linchpin of Aus-
tralia’s wheat trade.

US officials have off-
ered a million tonnes of
cheap wheat to China in a
move which predictably
lias angered lll\c Federal
Government and Austra-
lian Wheat Board.

The offer to China —
yet 1o be taken up by the
Chinese Government —
follows hot on the heels of
a renewed pitch by the US
to sell 100,000 tonnes of
subsidised wheat to the
Yemen Arab  Republic
and an allocation of
800,000 tonnes to Iraq.

The Minister for Pri-
mary Industry,  John
Kerin, has been engaging
in a slanging match with
the US agricultural attache
in Canberra, Jim Parker,
over US offers of cut-price
grain in markets tradition-
ally supplicd by Australia.

Mr  Kerin has  re-
peatedly pointed out that
America’s  Export  En-
hancement Program (EED)
was originally intended by
the US as a wcapon to
hammer cheap EC wheat

out of world markets, but
the ones being hurt most
are countrics like Australia
and Canada.

The US offer to China
is the first for several years
and represents a scrious
drive into a market domi-
nated by Australia, Can-
ada and Argentina.

The US announcement
failed to detail the proj-
ccted  subsidy, but  the

© Australian Wheat  Board

beliéves it is about $US40
a tonne.

Wheat Board chairman,
Clinton Condon, said this
week he was disappointed
the US had decided to cast
its subsidy nct even wider,
but would not comment
further  because of  the
mceeting of ministers from
the five major exporting
countrics at San l)icg,o,
California, in mid-
I'cbruary.

Because of the long-
standing and close _com-
mercial tics with China,
Mr Condon expects the
Wheat Board will main-
tain shipments  at levels
similar to last year's 3.2
million tonnes.

Alrcady the board has
announced a sale of 1.5
million tonnes.

AUSTRALIA



Widening Subsidies Alleged

North Richmond THE LAND in English 5 Feb 87 p 5

[Article by Don Jones]

[Text]

/9317
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US Secretary of Agricul-

ture, Richard Lyng, last

week showed how little
America really cares about
US-Australia relations

‘when confronted over the
"US offer to sell subsidised

wheat to China.

In response to a ques-
tion put to him by “The
Land” at a press confer-
ence here, Mr Lyng admit-
ted that the offer of cheap
wheat to China was aimed
primarily at boosting US
wheat sales.

The admission was
made at the annual con-
vention of the US Na-
tional  Association  of
Wheat Growers in San
Diego.

Mr Lyng had been
asked why the US was
trying to make sales of
subsidised grain to China
when this was an estab-
lished market for Austra-
lia.

It was put to Mr Lyng
that the subsidising poli-
cies of the EC were sup-
posedly the target of the
US Export Enhancement

Program, and yet the
China market was one
traditionally serviced by
other nations.

Mr Lyng said the US
was scnsitive to the effect
its policies were having on
Australia.

US policy on the China
grain offer was defended
also by US. special trade
ambassador, * Clayton
Yeutter.

He admitted the China
sale was somewhat differ-
cnt becausc it hadn't really

“becn aimed at the EC.

He said the GATT ne-

_gotiation was the only
"place where long-term re-
_forms were possible.

Australian Wheat

‘Board chairman, Clinton

Condon, who also at-
tended the US wheatgrow-
ers’ conference, said: “It's
all very well for the US to
say they are doing the
world’s grain industry a
good turn, but while their
cxport subsidies may be
pulling the EC to the
negotiating  table, it is
sending Australian farm-
ers bankrupt.”
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Right, Center Left Deal on Tate
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[Article by Milton Cockburn‘]

[Text]

CANBERRA: The Prime Min-
ister, Mr Hawke, has kept changes
to his ministry to a minimum
following the élection by the
Caucus yesterday of Tasmanian
Senator Michael Tate, 41, to
replace Senator Don Grimes who is
to become Ambassador to the
‘Netherlands. '

In 2 move designed to shore up
the Government's shaky support
among the ethnic communities,
.Mr Hawke has appointed the
-former Special Minister of State,
.Mr Mick Young, to replace Mr
Chris Hurford as Minister for
.Immigration and Ethnic Affairs.

Mr Hurford takes over Senator
Grimes's former portfolio of
.Community Services while Sena-
tor Tate becomes the new Special
Minister of State. :
_ In the Caucus ballot, Senator
Tate, a member of the Centre Left
faction, defeated the Left's Sena-
tor John Coates, also from Tasma-
nia, by 73 votes to 38.

At a Centre Left faction meet-
ing on Sunday night, Senator Tate
‘comfortably defeated two other
candidates, Senator Peter Cook
:and Senator Rosemary Crowley,
-in a ballot to decide the faction’s
nominee for the vacancy. |
+ Yesterday morning Senator
Coates defeated the South Austra-

‘lian Senator Nick Bolkus in a
ballot to decide the Left's candi-
‘date for the Ministry. - -+ «

:. Senator Tate’s election was the’

result of a deal between the Right

‘and Centre Left faction whereby

the Right supported Senator
Tate's election in return for that
faction’s support for the Right's
candidates in two other ballots
yesterday. ,

In the end, ballots were not
necessary after the Minister for
Resources and Energy, Senator
Evans, was unopposed as Deputy
Leader of the Government in the
Senate, and NSW Senator Kerry
Sibraa was unopposed as Labor's
nominee as President of the
Senate following the retirement of
Senator Douglas McClelland to
become High Commissioner to
London. .~ . . e

Senator Sibraa expressed confi-
dence yesterday that he would win
the support of the Australian

Democrats and thus become Sen-
ate President after the traditional
secret ballot this afternoon.
Opposition Senators will meet
today and are expected to nomi-
nate the South Australian Liberal,
Senator Don Jessop, as their
candidate . despite overtures by
former Labor Senator George

Georges, now an independent, to
support him for the position.

The deal between the Right and
the Centre Left factions over the
filling of the various vacancies has
caused some bitterness in the
Centre Left with many members
arguing that a deal with the Left
made more sense.

This would have given the
Centre Left the two positions now
to be filled by the Right in return
for the Left getting the ministerial
position.

But the Minister forsForeign
Affairs, Mr Hayden, and the new
Minister for immigration and
Ethnic Affairs, Mr Young, pushed
strongly for the faction to accept
the deal with the Right.

They argued that there was 2
real risk that the Centre Left
would not be able to hold its
numbers if the Right put up a
strong candidate against the Left's
nominee for the ministerial
vacancy.

There is also an expectation
among the Centre Left that the
Right will now use its influence on
the ALP's national executive to
overturn the dumping of a
Queenstand Centre Left MP, Mr

Len Keogh, in a recent pre-selec-
tion ballot.- C



'Clever Politics'

Sydney THE SYDNEY MORNING HERALD in English 18 Feb 87 p 12

[Editorial:

[Text]

"A Small, but Smart Reshuffle']

A SHAKE-UP of the ministry it

wasn’t, but clever politics it
most certainly was. The minis-
terial reshuffle that followed
the departure of Senator
Grimes was so slight as to be
hardly worthy of the name. But
it has put Mick Young, one of
the Government’s most effec-
tive back-slappers, back on to
immigration and ethnic affairs,
the beat he worked so well
when Labor was in opposition.
Mr Hurford has moved to
Community Services, the half-
portfolio created to suit the
health of Senator Grimes, while
Senator Tate will cut his teeth
on Mr Young’s old job of
Special Minister of State.

Mr Hurford has come in for
his share of criticism for the
way he has handled Immigra-
tion and Ethnic Affairs, but the
point is really that the nature of
the political problem has
changed. The Asian immigra-
tion issue, for which the ano-
dyne Mr Hurford was
excellent, has gone away. Now
the Government’s problem is
the hostility of ethnic voters to
its Budget decisions to merge
the SBS and the ABC, axe the
Australian Institute of Multi-
cultural Affairs, and cut the
funding of the English as a
Second Language (ESL) pro-
gram. For dealing with that, Mr
Young is better suited.

However, Mr Young’s move
was not the only clever politics

to accompany the departure of

Senators Grimes and McClel-
land. With defections from the

Centre Left, the Right might

have taken all three of the
vacant positions — the place in
the ministry, the Senate deputy
leadership, and President of the
Senate. But that would have
caused a great deal of bitterness
at a time when the last thing the
Government needs is an out-
break of factional strife. The
Right thought better of it and a
deal was cut with the Centre
Left. .

The Centre Left would not
get Senator Grimes’s job as
Deputy Leader of the Govern-
ment in the Senate, which it
dearly wanted, and might have
won in a coalition with the Left.
But it could have Senator
Grimes’s place in the ministry.
The Centre Left shrewdly
accepted and, to its credit,
nominated one of its most
talented and energetic - back-
benchers.

Of course, Senator Tate
should have been an easy
choice. To start with he is a
Tasmanian, and in the search
for a replacement for Senator
Grimes, that is a very important
qualification. But as everyone
knows, Senator Tate earned the
enmity of many party col-
leagues for his conduct as
chairman of the second inquiry
into the behaviour of the late
Justice Murphy. Senator Tate
found, on a balance of proba-
bilities, that Justice Murphy
may have interfered with the
course of justice. It is to the
credit of the Centre Left and the
Right that they have put that
grudge behind them.
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So, the Right passed up the
chance of an extra place in the
ministry. But the decision was
made less painful by the fact
that the number of ministers in
the Cabinet will be reduced and
the Right’s relative position will
not be eroded. And in return it
was handed the important dep-
uty leadership in the Senate and
the richly-rewarded Senate
presidency. The Left, of course,
ended up with nothing. It was

CSO: 4200/406
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hoped that Mr Scholes, an

" independent, would step aside

to give the Left another place in
the ministry, but Little Toot, as
he is known to his colleagues,
refused to budge. He could not
understand why he should
retire early for the good of the
party when Mr Uren a‘nd
Senator Gietzelt were staying
on until the next election. Even
the cleverest of his colleagues
could not think of an adequate
reason.
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Economic Turnaround 'Elusive'
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[Article by Stephen Hutcheon]

[Text]

CANBERRA: Prospects for
an early fall in interest rates all
but vanished yesterday with the
announcement that the January
current account deficit was
$1.293 billion.

This makes the much-vaunted
economic turnaround seem all
the more elusive.

An 18 per cent fall in exports,
across almost all categories,
appears to have been the main
cause of the reversal to the
improvements registered over
November and December.

This is most clearly shown in
the balance on merchandise
trade, which after registering a
deficit of $76 million in Novem-
ber and a surplus of $238 million
in December, appeared in yester-
day’s figures as a deficit of $287
million.

The uncertainties embodied in
the figures are borne out by the
fact that the $645 million rise in
the current account deficit over
January is more than double the
total revised December deficit of
$598 million.

The market had been expect-
ing a deficit in the range of
between $800 million to $1
billion and made clear that it was
disappointed with the result.
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Short-term interest rates rose
and the dollar fell by almost half
a cent — although it was
propped up by Reserve Bank
intervention and a late rush of
overseas interest.

Financial market sources
believe that it will be difficult for
the Reserve Bank to ease its grip
on monetary policy and so
interest rates .will remain firm.

The Leader of the Opposition,
Mr Howard, said that the figures
were dreadful and the worst
January result on record.

“They burst the false dawn on
the economy which the Prime
Minister and the Treasurer have
talked about over the last couple
of months,” he said.

The director-general of the
CAl industrial council, Mr Bryan
Noakes, said that the worsening
current account deficit made it
more difficult for the economy to
afford the wage increases unions
were demanding.

Imports were down by about 3
per cent in line with the wind-
ing-back of domestic demand
that resulted from the deprecia-
tion of the dollar and the
increase in interest rates.

Also influencing the result was
the expected increase in the net

AUSTRALIA




services deficit which was largely
a reflection of the increase in
money spent on overseas holi-
days over January.

The cumulative deficit for the
1986-87 fiscal year now stands at
$8.68 billion compared with a
total deficit of $8.43 billion in the
same period in the previous year.

The rural export sector
recorded a 17 per cent fall
mainly because of a large drop in
exports of wheat, sugar, meat
and cotton.

Weaker coal sales and lower
machinery and transport equip-
ment sales and no uranium sales
contributed to the 19 per cent fall
in non-rural exports.
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Howard Criticism

[Article by Russell Barton]

[Text]

Australia’s foreign debt passed
two unfortunate milestones dur-
ing the September quarter. Gross
debt passed $100 billion and the
net debt topped $80 billion.

Net debt, after deducting $20.6
billion representing Australian
lending abroad and official
reserves held by the Reserve
Bank, rose from $72.0 billion at
the end of the June quarter to
$80.7 billion at the end of
September.

The gross foreign debt, which
takes no account of Australia’s
reserve holdings, hit $101.4 bil-
lion. The biggest contributor — 62
per cent — to the $10.2 billion
increase betweén the quarters
was caused by the devaluation of
the dollar.

The remainder — 38 per cent
— of the rise resulted from the
continuing deficit on Australia’s
overseas current account.

The Opposition Leader, Mr
Howard, said the figures showed
that Mr Keating, whom he
described as the man who had lost
Australia's triple A credit rating,
had now made history as the coun-
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try's $100 billion man.

He sald the Prime Minister, Mr
Hawke should have sacked Mr
Keating for failing to complete his
1985 and 1986 tax returns on time.

“The Hawke Government's
ministerial reshuffle this week
obviously did not go far enough.
How long can Australlans afford
to allow Mr Keating to arrogantly

hold down the Treasurer’s job and
fail to perform.”

The shadow treasurer, Mr Carl-
ton sald gross foreign debt had
soared from $36 billion, or 21.3
per cent of gross domestic prod-
uct, to more than $100 billion or
42.9 per cent of GDP in only three-
and-a-half years.

He sald the public sector com-
ponent of the debt had risen from
$14 billion to $41 billion under the
Hawke Government.

The Bureau of Statistics figures
which revealed the rising forelgn
debt showed that foreign invest-
ment in Australia during the Sep-
tember quarter totalled $4.3
billion, mainly reflecting borrow-
ing abroad.
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[Commetflt‘::‘al;,y ‘b}lf‘K"enheth Davidson: "External Debt a Burden on A1ll1l"]

[Text] ’, :

clans to talk about tax cuts in
, 1087-88, but it is unlikely giv-
. en that our external debt is

S IT MAY be possible for politi-

_growing at about five times the

rate of our export receipts.
Figures released yesterday by
the Bureau of Statistics show that
in the September 1986 quarter,
Australian’s net external debt
rose 12 per cent to $80,713 million

_and the gross debt rose 11 per cent

to $101,366 million.

The external deficit is a real
burden on all Australians which
now amounts to some $5000 per
person or about $11,000 for each
employed Australian.

And it can only be repaid
through the generation of an ex-
port surplus generated either
through higher exports or re-
duced imports or financed by
even higher levels of borrowing.

Unfortunately, as is now well
known, the outlook for the bulk of

_our traditional commodity ex-

ports is grim and there is no

“chance that manufacturing ex-

ports will take up the gap in the

" medium term simply because in-

vestment in manufacuring has de-

= clined in recent years.
" The increased foreign horrow-
ings have been used to finance

consumption rather than
investment.

Nor has the Australian dollar’s
devaluation reduced import de-
mand in the manner anticipated

" by rising import prices.
.. The demand for imports is a
. function of the relative price of
.. domestically produced goods
~ ¢ompared to imported goods, the

capacity of the economy to meet
any change in demand for domes-

- tically produced goods and the
- overall level of domestic demand.

Thus, if there is little prospect
of an improvement in exports and

. it domestic industry lacks the ca-
. pacity to meet potential demand

diverted from imports, the only

~ way to generate a trading surplus

is by reducing domestic demand.

This means engineering a re-
cession primarily through a defla-
tionary  budgetary policy which
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will reduce domestic growth and
increase unemployment.

This analysis and policy pre-
scription now has bipartisan sup-
port from groups as diverse as the
Government, the continent Oppo-
sition, business lobbies and right-
wing think tanks.

None of these groups is particu-
1arly eager to spell out the soclal
and economic costs of such a poli-
cy and each would blame differ-
ent groups in the community or
world conditiornis for the problem.

But all agree that domestic de-
mand must be deflated through a
reduction in the budget deficit.

And nobody who is close to the
problem, including the leaders of
the coalition parties in Canberra,
believes that the deficit can be re-
duced while at the same time the
tax burden is reduced.

The real choice for decision
makers in the 1987-88 and the
1988-89 budgets will be whether
they can reduce expenditure or
whether they will have to raise
taxes to depress domestic
demand.

And it is my guess that not only
the Hawke Government this year,
but even a possible Howard/Pea-
cock/Bejlke-Petersen govern-

ment next year, will find it more

expedient to raise taxes rather
than cut government spending.

Those who believe otherwise
are ignorant of the actual record
of the former Fraser/Howard
Government in Canberra or the
present Bejlke-Petersen Govern-
ment in Queensiand, and the fact
that it is near impossible to find a
expenditure tax trade-off where
the tax reduction will buy more
votes than the expenditure cuts
will loose. .

.And the argument that Austra-
lia’s economic problems are
bound up in high taxing, high
spending .governments that frus-
trate work effort and entrepre-
neurial spirit is largely
“ideological” belief rather than
the expression of self-evident
truth. '




There is simply no theoretical
or empirical support for the argu-
ment underpinning the demand
for a lower and flatter income tax
financed by expenditure cuts or a
broad-based consumption tax will
result in an increase in work
effort.

And there is no guarantee that
tax cuts would be used to finance
higher savings and investment di-
rected towards restructuring the
economy rather than higher lev-
els of consumption.

The persuasiveness of the argu-
ment for lower taxes on the rich
depends on its appeal to self-inter-

- est rather than reason.

And the twin argument that gov-
ernments are a wasteful, not a
productive, user of resources de-
pends on the application of non-
economic criteria to public output
which is not applied to private
output.

Thus there is no waste in the
production of anything that sells,
no matter how trivial or how
much the demand may have to be
induced through advertising, be-
cause the very act of purchase
provides the justification for
whatever resources are used.

Hence the Business Councit of
Australia says the borrowing re-
quirement of the states must be
cut by $2000 million next year and
the Commonwealth deficit must
be cut by $3000 million through a
reduction in government
spending.

Given that domestic expendi-
ture must be cut, the cuts should
be made by reference to the way
in which all community expendi-
tures contribute to restructuring
or minimise the social damage of
recession rather than by refer-
ence to ideology.

Editorial View

For instance, I would suggest
that a non-discriminatory tax on
imports, which was used to fi-
nance specified investment,
would contribute more to econom-
ic restructuring than an equive-
lent cut in education or welfare
spending used to finance a cut in
taxes on the rich. )

The statistics released yeater-
day showed that on top of our
need to borrow to cover a huge
deficit on current account, we had
to borrow a further $2687 million
to cover the outflow of the Austra-
lian dollar, which is largely seek-
ing speculative gains through the
devaluation of the dollar.

This money is largely life office
and superanuation funds which
receive huge tax subsidies. These
savings should be financing long-
term investment in Australia in-
stead of compounding the balance
of payments problem.
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[Editorial:

[Text]

"After the Trade Aberration']

JANUARY'S trade figures are
a splash of cold water for those
still swooning over the low
current account deficits of
November and December.
With January’s remarkably
good unemployment figures,
they should leave the Cabinet in
no doubt: election notwith-
standing, interest rates have to
be kept up for a while yet, and
government spending has to be

cut hard — with a mini-
Budget in May.
Almost certainly, last

‘month’s high current account

deficit means that the low
November and December defi-
cits were an aberration. There
was no early, unexpected
response by industry and con-
sumers to the dollar’s deprecia-
tion; just a series of
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coincidences that produced an
unsustainably low level of
imports in November, and
unsustainably high exports 1n
the December. The average
current account deficit for the
three months to the end of
January is just over $900
million. That is slightly better
than was generally expected,
and the betting now is that the
current account deficit for this
financial year will be slightly
less than the Budget estimate of
$14.7 billion.

The lesson for the market is,
don’t put too much faith on the
highly volatile monthly trade
figures. Those who did got their
fingers singed in yesterday’s
correction, when the dollar
dropped nearly half a US cent.
The lesson for the Government
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is that the correction of the
current account deficit is run-
ning according to its long, hard
schedule. The J-curve is work-
ing: manufacturers are increas-
ing production to take
advantage of their improved
competitiveness; exports of
manufactured goods and ser-
vices have increased over the

pas: year. But the process of .

adjustment is slow — and will
involve considerable invest-
ment, which itself will add to
the import bill.

Until that adjustment is far
more advanced, the task of
winding back the current
account deficit must fall on
monetary, fiscal and wages
policy. Only by keeping the
brakes on domestic demand
can the Government curb
imports — and avoid another
run on the dollar and a
politically fatal recession.

But if yesterday’s trade fig-
ures scotched hopes of an early
easing of interest rates, Friday’s
unemployment figures offer the
Government hope that it can
get away with high interest rates
and spending cuts in an elec-
tion year. Amazingly for an

.CSO: 4200/406
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economy that has been idling
for the best part of a year,
unemployment has not risen
dramatically. Since July, unem-
ployment has been hovering
just over 8 per cent. In January
it fell, from 8.4 to 8.2 per cent.
The apparent reason for
employment holding up so well
is the decline in real wages.
Employers, it seems, have put
on extra labour rather than
invest in new equipment.

While employment holds up
and unemployment is reason-
ably stable, the Government
should keep monetary and
fiscal policy tight to make as big
a hole as it can in the current
account deficit. The task of
cutting into the deficit and
stabilising the foreign debt is
too great for the Government to
be fiddling about — and the
foreign exchange market is too
impatient and prone to bouts of
panic. The great benefit of
yesterday’s dreadful trade fig-
ures is that no-ene — not even
the most wishful thinkers in the
ministry — can imagine that,
somehow, the J-curve has
arrived early to give everyone
an easier year.




KEATING WARNS STATES OF BUDGET CUTBACKS

AUSTRALTA

Sydney THE SYDNEY MORNING HERALD in English 16 Feb 87 p 3

[Text]
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The Treasurer, Mr Keating, has signalted a
tough stance in forthcoming pre-Budget battles
for State Government funds.

He warned yesterday that the Premiers’
Conference in June would tighten funds
available for State programs, and called for a
reduction in loans and public sector activity.

Speaking on the Business Sunday program,
Mr Keating also foreshadowed a reduction in
Federal Government programs.

He said there was no point in Federal
ministers cutting outlays if the States and State
authorities continuéd to expand. ' ,

“We are being undermined by a level of
spg;ding that Australia just can't afford,” he
said.

“Squirreling money away, crying poor when
there's cash there to be used, is really a very
tired act. '

“The States will, in colloquial terms, just
have to pull their heads in.

“They have had a good go in the 70s and half
ol;‘the 80s — it’s time they chopped it out for a
while.

CSO: 4200/407
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“There is not much point in Commonwealth
ministers cutting outlays to reduce the public
sector borrowing requirement if on the other
side the States are running up expensive
programs. .

“We will be telling the States that this
situation must change and do something about .
it at the Premiers’ Conference — such as
chopping back their borrowing programs.”

The Treasurer did not rule out the possibility
of a May economic statement, saying he saw
advantages in not having to wait untit the
August Budget date.

“1f we think that there is something that
hangs together as a comprehensive package of
measures for May, then we will be pleased to
do it, but, if it doesn’t, 1 don't think we will
worry too much and we will present a Budget
in August,” he said.

“The kind of discipline we have had in the
last two years we will have this year.”
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[Article by Matthew Moore and Rod Fraill]

[Text]

MELBOURNE: The Federal
Government has warned trade
unions they will be responsible for
significant increases in unemploy-
ment if they do not accept another
year of modest pay increases.

The Minister for Employment
and Industrial Relations, Mr Wil-
lis, issued the warning when
commenting on January’s unem-
ployment figures, released yester-
day, which show the seasonally
adjusted rate has dropped to 8.2

per cent, down 0.2 per cent on’

December.

But the level of unemployment
remains significantly higher than
the 7.7 per cent rate of 12 months
earlier.

Mr Willis said the latest figures
provided further cause for confi-
dence that the labour market
would continue to improve.

But he made clear the Govern-
ment's view that such improve-
ment would be short-lived if the
ACTU decided to reject the next
national wage case decision as
inadequate.

In the Arbitration Commission

this morning, the ACTU will tell-

the national wage bench that the
Government’s proposal for a $10

weekly increase, plus 3 per cent, is
unacceptable.
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On the last day of hearings

"before the Bench retires to begin

its deliberations, the ACTU will
argue that its claim of $20 plus 4
per cent must be granted if a new
wage fixing system is to be
accepted by the unions.at a special
conference due next month.

Mr Willis appeared to be hosing
down expectations of a $20 rise.
Moderate wages policies under
the prices and incomes accord had
allowed a steady fall in unemploy-
ment despite terms of trade which
were the worst experienced since
the 1930s, he said.

“The only other way would

‘have been to have a dramatic

increase in unemployment to
smash trade union bargaining
power,” Mr Willis said.
January's figures gave the Gov-
ernment confidence that its bud-
get forecast of 1.75 per cent
growth in employment for 1986/7
would be comfortably met, he
added. :
Employment increased by 0.3
per cent (19,800) in January,
following an increase of 0.8 per
cent in December (54,800).
The Opposition spokesman on
employment, Mr Brown, wel-
comed the slight fall in the
numbers out of work, but said any

variation in figures over one
month should be treated with
caution.

“There are still serious weak-
nesses in the Australian economy,
which can give no confidence for
a long-term improvement in the
labour market,” Mr Brown said.

“In particular, the current brawl
between the Government and the
ACTU in the national wage case

-should focus attention on the fact

that Australia cannot afford to
increase its wage costs when its
record on productivity growth is
woeful.

Mr Brown, who is deputy
Opposition leader, could not
resist a swipe at Queensland,
which showed an unemployment
rate of 10.3 per cent.

1n an ABC radio interview he
said the unemployment figures
showed “the economy is not all
that red-hot in Queensland”.

Mr Willis said the fact that the
State figures were not seasonally
adjusted made it difficult to
comment.

Tasmania had the highest figure
of 10.4 per cent, with Victoria’s
again the lowest at 7.1 per cent,
and NSW at 9.7 per cent.



OPPOSITION LEADER BATS FOR INDIRECT TAXES POLICY

Sydney THE SYDNEY MORNING HERALD in English 19 Feb 87 pp 1, 2

[Article by Mike Steketee]

[Text]

CANBERRA : The Opposi-
tion lLeader, Mr Howard,
staked his reputation yesterday
on a Coalition tax policy
which includes a significant
shift from income to indircct
taxes.

Sir Joh Bjclke-Petersen and
some National MPs have said
flatly they will not accept any new
tax, including a consumption tax,
and there are reservations among
many other Opposition members.

But Mr Howard insisted: “No-
onc is going to bully or subjugate
the Liberal Party into accepting a
tax policy — or indeed any other
policy — which defies the laws of
arithmetic.”

The Opposition Leader's argu-
ment is that while large spending
cuts would provide scope to cut
taxes, to.go further and achieve
major reform of the income tax
system requires shifting part of the
tax burden to indirect taxes.
Otherwise, he says, the figures do
not add up.

“Everybody, including the
Queensland Premier, must under-
stand that if we are to have any
credibility in cutting taxes, we
have to tell the Australian public
where the money is coming from.

“It is about time that people
who really want genuine tax
reform face the reality of the
numbers.”
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The Opposition’s draft policy,
which provides for income tax
rates of 25 per cent and 35 per cent
while lifting the tax-free threshold
to $6,000, is predicated on a retail
turnover tax of about 8 per cent.

Mr Howard said it was a
“nonsense” to talk of two taxation
policies when the Liberal and
National parties were in Coalition.

He has supported a broad-
based measure such as consump-
tion tax from the days when he
tried unsuccessfully to win Cabi-
net support for the proposal
during the Fraser Government.

Any back-down now would put
a severe dent in his credibility at a
time when his leadership is under
strong pressure. But there are also
clear risks, given the revolt by
National MPs against consump-
tion tax, and the fact that Sir Joh is
using the issue as a lever to break
apart the Coalition.

Mr Howard is making a stand
on the issuc which could deter-
mine his own future, as well as
that of the Opposition’s tax policy.

The National Party Leader, Mr
Sinclair, called his third party
meeting in as many days yester-
day, this time to discuss the party’s
stand on taxation.

But his authority again came
under challenge when he tried to
lay down the law on leaks from
the party room, and was openly
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defied by the Queensland MP, Mr
lan Cameron.

As well, the chairman of the
Glen Innes branch of the National
Party in Mr Sinclair’s electorate,
Mr Philip Black, said he sup-
ported Sir Joh for Prime Minister
— a step which would mean
deposing Mr Sinclair as National
Party leader.

The main National Party meet-
ing deferred a decision on tax
policy, but Mr Sinclair did distrib-
ute to MPs a copy of the
Queensland Nationals® platform,
which despite Sir Joh's strident
stand against consumption tax,
includes a clause saying that the
party favours increased reliance on {ndirect or
consumption-based taxation. The Federal plat-
form also contains a reference to the need to
broaden the tax base.

But Mr Sinclair still has a long way to go to
convince his party toaccept a shift to indirect
taxes in the lead-up to the election.

The best chance for a compromise is to sell
such a policy in terms of extending existing
taxes — a5 the Government itself is doing on
wholesale taxes — rather than introducing a
new tax. But this also reduces the revenue to be
gained.

- Mr Howard argued yesterday that a
broadly-based indirect tax would enable a
reduction in taxes such as the fuel excise, which

is a source of strong complaint in rural areas.

In Parliament, the Treasurer, Mr Keating,
Jlaunched a major assanlt on the polnts on which
Mr Howard is trylng to sell his yet-to-be
announced tax policy — credibility and
responsibility.

He costed the Opposition’s draft tax policy
at $6,650 million, which added to Mr Howard’s

other promises and the¢ likely dumping of
consumption tax, left a credibility gap of $14.7
billion, Mr Keating said .

But even if Mr Howard sacked the whole of
the Commonwealth workforce, including abol-
ishing the armed forces, that would save just $5
billion.

“If the markets thought that there would be
an addition to the Budget deficit of $14 biltion,
in addition to the $4 billion which is there now,
they would squash Australia with interest rates
and ram it into a recession which would break
this nation’s back.”

Mr Howard said the $14 billion figure was
nonsense, which Mr Keating had arrived at
through a mixture of “lies, errors and
speculation”.

« A poll published in yésterday’s Bulletin shows

Mr Andrew Peacock outstripping Mr Howard
as the preferred Opposition Leader by 42 per
cent to 23 per cent.

There is no overt manoeuvreing at present by
Mr Peacock or his supporters, but there is little
doubt that if an already weakened Mr Howard
slips up, Mr Peacock will grasp the opportunity
and challenge for the leadership.
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NSW FARMERS CONSIDER DIRECT GOVERNMENT AID

North Richmond THE LAND in English 5 Feb 87 p 5

[Article by Alan Dick]

[Text]

/9317

THE NSW Farmers As-
sociation has set aside its
traditional dislike of subsi-
dies and will press for
direct government  com-
[;ensalion to producers hit
y the world tradc war.
And with concern for
the hard-pressed wheat in-
dustry its major pre-occu-
pation, the association’s
general council decided to
meet in committee this
morning (Thursday) to de-
cide on tactics to support a
move for a rebate on all
government  taxes and
charges imposed on pri-

mary production — an

estimated $20-$30 a tonne
on wheat growers.

Association resident,
Michaet  Tooth, also
blasted the NSW Govern-
ment for its failure so far
to support an association
submussion calling for in-
creased rural assistance
funding for NSW.

He said the submission,
calling for an additional
$20 million for the NSW
Rural Assistance Board
for the period to June 30
this year, necded State
Government support if it
was to succeed in Canber-
ra.

The farm compensation
challenge was put by Pcter
Ryan of Canowindra —
lcader of the Canowindra

CSO: 4200/410

Rural Reform Commutice
-- who in the opening
minutes of the meeting
asked whether the associa-
tion had the will to take
stronger action to support
its hitherto  unsuccessful
efforts to achicve a free
float of the Australian
dollar.

Michacl Tooth replied
that it was up to the
general council to decide,
and that a scrics of options
for direct action hu(rbccn
agreed on at the 1986
annual conference.

I'he motion for a rebate
on government taxes and
charges affecting primary
production was derived
from onc originally moved
by Ed Colless from Wal-
gett.

1t also called for priority
treatment for wheat.

‘The general council de-
creed that the association’s
submission on this resolu-
tion should be prcscnlcd
to the Government within
30 days.

1t accepted Mr Tooth’s
recommendation that tac-
tics for actions to support
the move be worked out at
a special in-committee ses-
sion on ‘Thursday morn-

ing,

The motion secking di-

rect financial help for in-
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dustrics affected by the
international trade war -~
again mainly directed at
helping, wheat - was
moved by Gordon Frend
of  Gulargambone. The
compensation could he
about $50/tonnc.

“We have to consider
whether  our  traditional
distaste for talking about
government  assistance  is
something  we  can - sus-
tain,” Mr Frend said.

He said Auvstralia was
the only wheat-producing
country with a high-cost
cnvironment  and  effee-
tively without any govern-
ment assistance.

Opposing  the  motion,
Malcolm Heath of Curle-
wis said he was terribly
concerned about the as-
sociation poing. down the
path  of suhsidisation,
particularly since the or-
ganisation had been one of
the main critics of the level
of government spending,

Charles  Armstrong  of
Nyngan also opposed the
motion, and said it was
“unpatatable to the public
and terrific for the media™.

“How can we argue for
cuts in the Government
deficit and cuts in overseas
borrowing when we sup-
port this sort of arrange-
ment?” he said.
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NEW COAL INDUSTRY LOSSES REPORTED, ANALYZED

Sydney THE SYDNEY MORNING HERALD in English 17 Feb 87 p 21

[Article by Andrew Main]

[Text]

The coal industry in NSW has
suffered bottom-line losses for the
past six years, with the last three
years alone totalling $185 million,
according to a study by accoun-
tants Coopers and Lybrand.

The study, to be released today,

" shows that the inclusion of write-

downs from devalued mines and
reserves helped push negative
extraordinaries to a record $161
million in the 1985-86 year alone.
That means the average return on

“shareholders’ funds earned by the

NSW coal industry is minus 5 per
cent.
The losses are not new informa-

" tion, but the NSW Coal Associa-

tion has decided to highlight the
industry’s problems by publicising
the information.

Because Queensland mines are

~‘newer and more efficient, no
.previous Australia-wide studies

have highlighted  NSW’s sliding

¢ competitiveness. The only major

clue provided was that the State’s
1986 exports were 0.7 per cent less
than 1985's.: .

" Book write-downs might seem a

“notional adjustment to results, but

last week's sale of the Saxonvale
coal ‘mine by BHP to Peko-Wal-
tsend, which involved a realised
oss estimated at $80 million on its
own, suggests the Coopers and
Lybrand figures are hardly opti-

" mistic. Saxonvale was sold to

Peko for an estimated $50 million

“after development expenditure by

BHP. of at least $130 million.
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The study shows that although
the NSW coal industry made a net
profit before extraordinaries of
$92 million in 1985-86, its first
positive figure in three years, the
huge $161 million extraordinary
item hanging below it necessitated
a bottom-line figure of minus $69
million for the year.

Even without the extraordinary
adjustments, the figures are unim-
pressive: the $92 million profit,
made only because of the devalua-
tion of the dollar, is a return on
funds employed of just 4 per cent.

Another item in the study shows
that a lot of borrowings by NSW
coal companies are non-
interest-bearing loans from parent
companies, and that if the produc-
ers had had to pay market interest
on the loans the aggregate expense
last year would have doubled and
the $92 million operating profit
would have been cut by. 75 per
cent. oo

NSW coal-industry capacity
utilisation also dropped sharply,
from 91 per cent in 1984-85 to 83
per cent in 1985-86. '

The study shows that the value

" of a tonne of NSW high-grade

coking coal has dropped from an
average $52.25 nine years ago to
$34.80 now. The total average
price for NSW coal has dropped
from $42 to $27 over the same
period. S o :

The NSW Coal Association and
its big brother, the Australian
Coal Association, are planning a



two-pronged attack on what they
see as the cost-price squeeze: they
are taking on the unions over last
year's Coal Industry Tribunal pay
increase of 8 per cent, which was
subject to a period of industrial
peace. The ACA says this has not
happened, and is looking for
reductions in government charges.

Taxes and government services
paid for by the NSW coal industry
amounted to 25.4 per cent of
overall costs in 1985-86, almost
equalling the 26.8 per cent taken
by labour charges.

The union challenge happened
on Thursday. It took the unions by
surprise but opened up the possi-
bility of industrial conflict. The
charges issue is being handled
delicately because of the current
tatks.

With an election due later this
year, the NSW Government is
anxious to use rail freights to

subsidise public railways. The

producers want a per-tonne
freight reduction.

The NSW Coal Association
today will call for a 15 per cent cut
in rail and port charges and
elimination of the “super royalty”
of up to $2.35 a tonne. NSW
producers paid an avcrage of
$1.97 a tonne in royalties to the
State in 1985-86 compared with
$1.78 in 1984-85.

/9317
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NATIONAL BANK URGES ORE, COAL EXPORTERS BOOST EFFICIENCY

Sydney THE SYDNEY MORNING HERALD in English 17 Feb 87 p 21

[Article by Peter Freeman]

[Text]

/9317
CSO: 4200/407

There is increasing concern
about longer-term problems sur-
rounding the demand for Austra-
lia’s iron ore and coal exports,
according to the National Australia
Bank.

To counter the adverse conse-
quences of lower demand and
increased world supply for both
exports the Australian mining
industry needs to boost its effi-
ciency and ensure it is a reliable
supplier.

The National, commenting in its
latest Monthly Summary, says the
action needed to achieve this goal
includes a lowering of State govern-
ment rail freight rates and port
charges as well as an easing of
business tax levels. i

Other actions advocated by the
National include further wage
restraint, improvement in the effi-
ciency of extraction and delivery
systems and greater use of sea-
bound bulk carriers.

The bank notes that coal and iron
ore together contribute about a
quarter of Australia’s total export
receipts, with Japan being by far
the largest customer, accounting
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for about 47 per cent of Australia’s
coal and 60 per cent of iron ore
receipts.

However, the rapid appreciation
of the yen seriously is affecting
Japanese industry with annual steel
output headed towards 80 million
tonres compared with 103 million
in the 1985 financial year — 2
development which is hitting both
iron ore and coking coal exports.

At the same time, Japanese -
electricity consumption has been
curtailed, with the result that
steaming coal imports are set to be
cut back by about 18 per cent.

“Australia, as the biggest sup-
plier, is likely to face the largest
reduction,” the bank says.

It adds that the impact of this
slide in Japanese demand is being
seriously aggravated by new
sources of supply, including coal
exports from China, Kalimantan in
Indonesia and South Africa.

All these developments mean
that the Australian coal and iron
ore industries need to capitalise
better on some of their comparative
cost advantages by further boosting
efficiency, with an important factor
being reduced government charges.



INDONESTIA

BANGLADESH INTERESTED IN IPTN AIRCRAFT
Jakarta KOMPAS in Indonesian 16 Jan 87 p 12

[Excerpts] Bangladesh is interested in buying two Super Puma helicopters and
four NC-212s from Nusantara Aircraft Industrial Company (IPIN), the manufacturer.
This interest was first expressed in 1985, but no purchase has been made
because of a problem with payments.

Eng Paramajuda, IPTN's commercial director, explained the situation to a KOMPAS
reporter while President Hussain Muhammad Ershad of Bangladesh was trying out
the seat of a Super Puma helicopter being assembled at the aircraft plant. The
president visited the plant on Thursday and was accompanied by Emil Salim, the
minister for population and environment. Earlier, West Java Governor Yogie,

SM and other key regional officials welcomed President Ershad at the ladder of
an F-28 Pelita aircraft at Husein Sastranegara airport.

Minister of Research and Technology B.J. Habibie confirmed that an interest in
purchasing the aircraft exists, saying, "President Ershad is interested in the
Super Puma for use as a presidential helicopter, in the NC-212 and CN-235, and
also in the NBO-105 helicopter. Bangladesh definetely is interested in buying
but has a problem with the payments."

Paramajuda said that IPTN has contacted the Asian Development Bank for
assistance but its efforts habe not been successful as yet. Suggesting an
alternative approach he said, "Possibly one way to help Bangladesh would be
to have the payments made through a trading house."

5458/12951
CSO: 4213/49
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INDONESIA

OFFICIAL VISIT OF NETHERLANDS AIR FORCE CHIEF

Jakarta HARIAN UMUM AB in Indonesian 13 Jan 87 p 1

[Text] Vice Marshal Oetomo, chief of staff of the Indonessian Air Force,
received a courtesy visit from Lieutenant General Fred de Yong, chief of staff
of the Royal Netherlands Air Force, at Air Force headquarters on Monday.

Lt Gen de Yong was welcomed with military honors on his arrival at Air Force
headquarters. The two chiefs of staff exchanged information during their
meeting and the meeting ended with an exchange of gifts.

Lt Gen de Yong arrived in Jakarta on Saturday as the official guest of the
Indonesian Air Force. He was accompanied by his wife, by Air Commodore Schulte,
deputy director for management and planning of the Material Directorate, Royal
Netherlands Air Force, and by Colonel Maas, director of personnel.

The general and his entourage will be in Indonesia through 20 January 1987.
While here they plan to make courtesy calls on several military and civilian
officials, including the commander of the Indonesian armed forces and the
minister of research and technology.

5458/12951
CS0: 4213/49
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INDONESIA

DEREGULATION OF ECONOMY TO CONTINUE
Jakarta KOMPAS in Indonesian 19 Jan 87 p 1

[Text] The process of deregulating and debureaucratizing the Indonesian
economy is not ending, and while the process continues all entrepreneurs and
the institutions that support them must possess the ability to adjust to these
new conditions so the benefits of their activities can be quickly realized.

"Everything must move quickly," Finance Minister Radius Prawiro told reporters

in Jakarta on Saturday. He spoke to reporters after inaugurating H. Omar
Abdalla to a new term as executive director of Bank Bumi Daya. H. Mas
Widarsadipradja was inaugurated as executive director of Bank Dagang Negara and
R. Moh. Samadikun Hardjodarsono and Sutono Sudirjo were inaugurated as directors
of Bank Bumi Daya. Radius also dedicated a new building for Bank Dagang Negara
the same day.

The minister said that the objective of the government in following the path
of deregulation and debureaucratization is to make the Indonesian economy more
efficient. A number of policies have been established to this end, beginning
with the deregulation of banking policy of 1 June 1983. This was followed by
Presidential Instruction No 4 of 1985, the 6 May 1986 packet, the 25 October
1986 packet and, most recently, the 15 January 1987 packet.

In continuing the deregulation and debureaucratization process the government

is also studying all types of costs to determine where they can be cut or
eliminated, and this refutes the charge taht the government is not thorough in
its actions. The charge has been made in connection with the 15 January 1987
packet, which affects only a few commodities although there are many commodities
that have problems.

"For example, cargo handling costs at ports can be cut by using Presidential
Instruction 4 of 1985. And from there we look at another sector and see that
there are many things in disorder and again take action. In the case of the
15 January packet we had to discuss it first at the lower levels, discuss it
with all types of businessmen, so that when the packet came out everyone would
be ready to implement it,'" he said.
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Make Adjustments

In his remarks at the inauguration ceremony for the four government bank
officials, Radius said that it is expected that deregulation. and
debureaucratization will enable the indonesian economy to move more rapidly

and to make more progress. The condition for achieving these objectives is that
all entrepreneurs and institutions that engage in economic activities must be
able to make adjustments, he said.

Asked by reporters ‘about the meaning of this statement, Radius explained that
there are many parties who are involved in economic activities. Outside the
sphere of government there is the business world and such supporting
institutions as the banking sector, the transportation sector, etcetera. '"They
must engage in self-examination to determine if an obstructlve bureaucracy also
exists in their sphere," he said.

Taking banking practices as an example, he asked if a lengthy credit approval
process is necessary when the credit is to be used for nonoil exports and the
businessman is well-known and able to meet the quality standards of foreign
markets. - He said that it is not fair to treat ‘this businessman in the same
way as a new-businessman of unknown reputation.

Self-examination must also be practiced in the business world. The fact is
that many big businessmen are becoming entangled in bureaucratic procedures
because of the scale of their enterprises. '"They must simplify so that things
can move more smoothly. Experts can be asked to look at the situation, if
necessary," he said.

5458/12951
CSO: 4213/49
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INDONESIA

DEPARTMENT OF FORESTRY REVOKES CONCESSIONS
Jakarta KOMPAS in Indonesian 17 Jan 87 pp 1, 8

[Text] Forestry Minister Soedjarwo has stated that the Department of Forestry,
after considering the possibility of revoking the licenses of 200 recipients
of forest concessions (HPH), has officially revoked the licenses held by almost
25 percent of these recipients. The minister made the statement in response

to a question from a reporter at the Manggala Wanabakti building on Thursday
morning after receiving the executive officers of the Indonesian Forestry
Association (MPI). The MPI executives reported to the minister on the results
achieved at the organization's national working meeting on 9 December.

The minister was not certain of the exact number of revocation notices he had
signed, but said it was not more than 50. They all protested just one month
after I signed the revocation orders," he added.

Last year the Department of Forestry reviewed the amount of logging being done
by some 200 HPH licensees. Authority to revoke HPH licenses is contained in
Directive of the Minister of Forestry No 291/Kpts/I1I/1986, which deals with the
procedure for revoking forest concessions. The directive states that
concessions can be revoked without prior warning if they have not been worked
for 2 consecutive years.

The minister said that the land areas covered by the revoked concessions will
be returned to the state and then transferred to state enterprises that engage
in forestry operations or to persons with the capital to work these areas.

Of the some 589 recipients of HPH licenses, there are only about 394 who remain
active and many of them are operating below capacity. The logging industry
grew rapidly from 1970 to 1980, reaching a peak in 1978/79 when 26.5 million
cubic meters of wood were produced. The forestry agreements state that HPH
licensees are to develop wood processing industries, and the licensees should
have observed this stipulation.

After log exports were prohibited the situation of those HPH licensees who had
not developed wood processing industries became increasingly difficult.

Sometimes the production cost of logs was higher than their selling price, and
it became harder to market logs. Many of the HPH licensees cdllapsed under the

pressure of these conditions. A large quantity of logging equipment has been
abandoned or is not being maintained, and it is difficult for companies to
obtain new loans from banks because of their poor ratings.

5458/12951
CSO: 4213/49
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INDONESIA

BULOG TO BUY ALL AVAILABLE RICE WITHOUT GOVERNMENT SUBSIDY
Jakarta KOMPAS in Indonesian 14 Jan 87 p 1

[Text] The head of the National Logistics Agency (Bulog) has stated that Bulog
will buy all husked and unhusked rice that farmers sell through village-unit
eooperatives (KUDs) or other outlets, even though the government is not
supplying funds for food stocks in the 1987/88 fiscal year.

Bustanil Arifin, SH, the chief of Bulog, made the statement on Tuesday at the
presidential residence on Jalan Cendana after reporting to the president. He
said this’is being done "because it is Bulog's duty to stabilize prices."

He also said that Bulog did not use the 417.4 billion rupiah that was allocated
last year as a subsidy for food stocks. All of the funds that Bulog needs

are obtained from credit, and Bulog pays the 1nterest charges "Bulog is
healthy now," he affirmed.

He'added'that Bulog is seen as a giant and very healthy enterprise from any
point of view, whether domestic or foreign or that of the public sector or

private sector. It is not being subsidized but it is able to carry out its
duties successfully, with no profits and no losses.

The important thing, he said, is that the Department of Finance pays the
interest charges on the 1 million ton reserve and the 1.5 million ton surplus
reserve. AS'lohg as these charges are paid Bulog will not be in trouble, even
though it is not subsidized by the government. '"However if the interest charges
and maintenance costs are not paid then Bulog will be in trouble," he said.

He admltted that Bulog will face some problems when it purchases the husked and
unhusked rice this year because this rice, like the rice purchased in the

last few. years, is the high-yield pest—re51stant variety and special

post-harvest equipment is needed particularly in t