
When you sa.w the rec o r d of the meeting which o f f i c i a l s 


had w i t h Mr. Aaron when he v i s i t e d t h i s , country l a s t month, 


you asked a number of quest i o n s . You have seen the answers to 

most of these, and we now have the attached r e p l i e s to your two 


outstanding p o i n t s . » 

(1) .Credits f o r Cuba 

We provide no a i d to Cuba. There i s a ECGD cover f o r B r i t i s h 
e xports, running at j u s t under £30 m i l l i o n . This i s based on 


a normal commercial assessment of the r i s k s i n v o l v e d . The 


current assessment would allow ECGD'.'s exposure t o r i s e to 

£75 m i l l i o n or more. Successive Governments have maintained 


t h a t ECGD Se c t i o n I a c t i v i t i e s must remain a p o l i t i c a l . There 


are no Se c t i o n I I n a t i o n a l i n t e r e s t commitments ,at present. 


There are a l s o bank c r e d i t s of^ about $480 miljl-ign f o r banks 


based i n the UK. I t would be d i f f i c u l t t o prevent IJ&s*' 


p r i v a t e s e c t o r f i n a n c i n g i n Cuba, and any attempt would almost 


c e r t a i n l y become p u b l i c . 


A l l t h i s means that i t w i l l not be easy to meet the Americans 

who are p r e s s i n g t h e i r a l l i e s to discourage o f f i c i a l and 


commercial c r e d i t s f o r Cuba. We are, however, s t i l  l c o n s i d e r i n g 


what to say to them. More d e t a i l s are i n the I'CO's l e t t e r 


at F l a g A. 


(2) J o i n t A c t i o n i n Various Defence F i e I d s 


The Americans have a number of ideas i n mind. A l  l are . 

already under d i s c u s s i o n , but prospects f o r a p o s i t i v e UK 


response are not good i n most cases. There are three sub


headings : 


/ ( i )' S t a n d a r d i s a t i on 
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( i ) S t a n d a r d i s a t i o n and " i n t e r o p e r a b i l i t y " 


greater UK p a r t i c i p a t i o n i n a n t i - t a n k programmes 


-	 deployment of Rapier m i s s i l e s i n defence of US 

bases i n the UK 


-	 UK to abandon Nimrod and j o i n i n the procurement 

of NATO AWACS i n s t e a d t 


-	 j o i n t procurement of the H a r r i e r AV8B a i r c r a f t 


(probably the most a t t r a c t i v e under t h i s sub-heading) 


( i i ) C l o s e r Co-operation i n Defence of NATO C e n t r a l Region 


-	 use of UK storage f a c i l i t i e s i n Germany f o r US 

ammunition (we have no s u r p l u s ) 


use of the American advanced IFF system (we prefe: 


t o t h i n k i n terms of a new system to be developed 


w i t h i n NATO) 


( i i i  ) Worldwide Co-operation 


p r o t e c t i o n of sea l i n o s of communications (we are 


ready to j o i n the US and France i n t a l k s ) 

-	 s e c u r i t y co-operation i n the Caribbean ( p o s s i b l e 


but to be approached w i t h circumspection) 


More d e t a i l e d e x p l a n a t i o n s on these p o i n t s are at F l a g B. 


There i s no need f o r any f u r t h e r a c t i o n on your p a r t on 


these p r o p o s a l s , which are a l l now under c o n s i d e r a t i o n , u n l e s s 


there are p a r t i c u l a r items which you would l i k e t o pursue. 
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C r e d i t s f o r Cuba 


The Prime M i n i s t e r enquired about our p o l i c y over c r e d i t s 

f o r Cuba a f t e r her t a l k with Mr Aaron on 18 October. 


The United States are c o n s u l t i n g a number of OECD 

c o u n t r i e s to discourage o f f i c i a l and commercial guarantees 

and c r e d i t s f o r Cuba. They would a l s o welcome p u b l i c statements 

which would help to impair Cuban crodit-worthiness. The Americans 

want to r e s t r a i n Cuba's p o t e n t i a l f o r trouble-making overseas, 

or at l e a s t to increase i t s cost to Moscow, by reducing 

Western f i n a n c i n g of Cuba. 


, A paper l e f t w ith Mr R i d l e y by Ambassador Kingman Brewster 

' i s attached. As Mr R i d l e y t o l d him, we have much sympathy 


with the American purpose. However, there are co n s i d e r a b l e 

p r a c t i c a l d i f f i c u l t i e s . Our p r e l i m i n a r y t h i n k i n g i s set out 


/ at Annex A. 


F o l l o w i n g the US i n i t i a t i v e , the Japanese and Canadian 

missions i n London approached us to compare notes. The US 

proposals e v i d e n t l y caused them d i f f i c u l t i e s which were being 

s t u d i e d by t h e i r Trade M i n i s t e r s . Canada i s Cuba's main 

t r a d i n g partner. The French have t o l d Mr R i d l e y that they not 

only saw d i f f i c u l t y i n implementing such a scheme, but thought 

that the i s o l a t i o n of Cuba would merely increase i t s glamour 

i n the Caribbean. 


There i s no B r i t i s h a i d to Cuba. The B r i t i s h involvement 

i n credit i s s o l e l y i n the form of ECGD cover f o r B r i t i s h 

exports to Cuba, which were £27.6 m i l l i o n i n 1978, and may r i s e 

to somewhat over £30 m i l l i o n t h i s year. ECGD c r e d i t - i n s u r e s 

B r i t i s h exports to Cuba, as to other c o u n t r i e s , on the b a s i s of 

a normal commercial assessment of the r i s k s i n v o l v e d i n so 

doing. Under Section 1 of the Department's powers i t s Advisory 

Council of prominent C i t y bankers and businessmen, which i s 

appointed by the Secretary of State f o r Trade, i s prepared to 

see ECGD's exposure (now standing at £25 m i l l i o n o v e r a l l ) 

r i s e to £75 m i l l i o n or more, keeping pace w i t h the growth i n 

B r i t i s h exports to Cuba. Appropriate premiums are charged f o r 

t h i s insurance. A member of ECGD i s i n Cuba t h i s week on a 

p e r i o d i c review of the economy, and to consider premium l e v e l s . 


Successive Governments have maintained that ECGD's 

commercial a c t i v i t i e s must remain a p o l i t i c a l and appropriate 

assurances have been given to Parliament. 
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Treasury and other i n t e r e s t e d Departments decide the 

f a t e of a p p l i c a t i o n s under Section 2 of ECGD's powers, 

where the case f o r covering l a r g e r and r i s k i e r p r o p o s i t i o n s 

i n B r i t a i n ' s n a t i o n a l i n t e r e s t i s c a r e f u l l y considered. 

This procedure enables any s p e c i a l p o l i t i c a l f a c t o r s to be 

taken f u l l y i n t o account. ECGD has no commitments to 

Cuba under t h i s S e c t ion at present, though i  f any proposals 

arose i t would be p o s s i b l e to refuse them. 


As f o r banking c r e d i t s , American f i g u r e s show gross 

outstanding claims on Cuba of US$481 m i l l i o n f o r banks 

domiciled i n the UK (not a l l of them B r i t i s h banks) out 

of an estimated Cuban t o t a l debt to Western f i n a n c i a l 

i n s t i t u t i o n s of US$1.8 b i l l i o n . (The UK exposure on Cuba 

compares with our estimated exposure on CMEA c o u n t r i e s as a 

whole of US$11,891 m i l l i o n ) . To dissuade the p r i v a t e s e c t o r 

from f i n a n c i n g Cuba would r e q u i r e d i r e c t i n t e r v e n t i o n by the 

Government, which would probably become p u b l i c knowledge. 


The Bank of England are preparing a considered view 

of the American proposal. Lord C a r r i n g t o n considers that 

w h i l e the idea of e x p l o i t i n g Cuba's economic shortcomings 

to c u r t a i l i t s overseas a c t i v i t i e s has apparent a t t r a c t i o n s , 

there are s e r i o u s d i f f i c u l t i e s of a f i n a n c i a l , commercial and 

p o l i t i c a l nature, some of which are set out i n the Annex A. 

We s h a l l need to consider c a r e f u l l y our response to the 

Americans. 


(R M J Lyne) 

P r i v a t e Secretary 


M O'D B Alexander Esq 

10 Downing Street 
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