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LAG A-f*‘<:)1. I submit a report from our Embassy in Buenos Aires about the dilemma faced

LAG B\@

by the Argentine Government over the Pope's proposals for a permanent settlement _

of the Beagle‘ChanneL dispute. A background note on the history of the dispute
is attached. ‘

2. Assuming that the version of the proposals lLeaked in the Argentine press is

correct, (ie Chile to have sovereignty over the three islands involved and a

measure of sovereignty over the seas to the east), Argentina is being asked to- make

 what she- will regard as major concessions as-the price of peace. The Argentines

do not acéépt-that'the Chileans have any rights in the Atlantic. To agree to the
proposals woutd inewitably involue tass of face and publi¢ triticism ofthe vaernme
But rejection.of proposals put forward by thewPopé would be highly embarrassing,
and could cause a returhﬂta‘the‘situation'in 1978,whe6 Argentina came close to
mititary action to assert her sovereignty over the disputed area. It is
understandable that the Argentine Government are dragging their feet over

giving a public responsé to the-proposals and are seeking clarification from the

Vatican in the hope of improving their position.

3. If the settlement were to be agreed, there could be serious implications
for the UK. It is quite possible that a new Argentine administration might
seek to divert attention from what their press and public are Likely to term a
fajlure for Argentine diplomacy by demanding early action over the Falklands
dispute. General Viola, who begins his term as President in April, is known

to favour greater government response to popular opinion. He will be urged to

‘make progress over the FaLkLands far beyond what is at present acceptable to

the Islanders. Argentine public opinion is already resfive. If the Argentines
get nothing out of the New York talks, we may soon find the new Argentine

government attempting to step up the pressure both on us and on the Islanders.
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1. Argentina and ChfLe-Héve long been at odds;over the application
of their nineteenth céhtb?y‘boundary treaties to the geographicatly
complex area of small isiands and narrow straits off the mainland
at the southern tip of South America. -

‘2; in 1971 both.parties to.the dispute asked the British
Goyerament,.as thg‘arbitéf"agréed under a General Treaty of
Arbitraffon signed by'bath Aréentina and Chile in 1902, to act in
that'hahécity.' (This 1902 Agréement’éuperseded an earlier treaty
of 1896 which had conferred a s1m1lar funct1on on the Government

of Queen Victorial). The Br1t1sh Government accepted and in

" agreement with the two parties, appo1nted an 1ndependent
“International Court of Arb1trat1on'cons1st1ng of five Judges of-

'the Internat1onal Court of Just1ce to decide on,fhe dispute.

3. In 1977, tﬂe International Court of Arbitration awarded to

Chile the three 1slands claimed by both sides at -the north- —eastern

end of the Beagle Channel south of Tierra del Fuego. The Award

- wWas, denounced by Argent1na as null and void. A series of b1laterat
ltalks in 1978 fadiled to estabt1sh a basis for agreement. Argent1na

.came close to military act1on to assert her sovere1gnty in the

.d1sputed area. The danger of hostilities was averted by an initiative

by the Vatican, just before Christmas 1978, in sending an envoy,

Cardinal Samore, to Chile and Argentina. His mission led to a

détente and a formal réquest from both countfies-to the Holy See to

mediate and help them to find a péaceful solution.
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