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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

ASSISTANT SECRETARY

% BIAR 251976,

MEMORANDUM FOR: John O. Marsh, Jr.
Counsellor to the President

FROM: David R. Macdonald:”!
Assistant Secretary (Enforcement,
Operations, and Tariff Affairs)

SUBJECT : , . Inquiry on Cuban Trade by Senators
o ' ' Jackson and Bentsen

I believe you should be aware of this infor-
mation which we supplied in response to the Senators®
requests, since they may use it to criticize the
Administration's policies with respect to Cuba.

We have explained to the extent possible that
the liberalization stemming from State Department
recommendations following the OAS meeting last summer
has resulted in transactions beneficial to U. S.
firms without being of strategic benefit to Cuba.

" We have also sought to establish on the record the

fallacies in drawing unqualified conclusions from the
data.
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DEPARTMENT OF THE TREASURY
WASHINGTON, D.C. 20220

ASSISTANT SECRETARY
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" Dear Senator Jackson:

I am pleased to send you, in response to a recent
request from your office, data regarding licenses au-
thorizing trade with Cuba by foreign affiliates of American
firms, covering the period since the policy change of
August, 1975.

In your interpretation of these data,you'should be

‘aware of a number of qualifications. First, licenses are

not approved for the sale to Cuba of strategic commodities
under international (NATO) embargo. Also, licenses are
not issued for the sale to Cuba of United States-origin
production technology. These policies are set forth in
the licensing guidelines published on October 8, 1975
(Sec. 515.559 of the Regulations, copy enclosed).

In many instances, too, proposals are discussed with
Treasury, in advance of filing, by U.S. firms whose foreign
affiliates may be considering trade with Cuba. To a sub-
stantial extent, therefore, applications for licenses are
filed only in cases where the U.S. firm feels it probable
that the application meets the published guidelines and
will be approved. Thus, the percentage of licenses ap-
proved may not accurately reflect responsiveness to the
interest of U.S. firms in potential Cuban trade by sub-
sidiaries, or the number of cases which might have been
denied for strategic reasons if filing had occurred.

Of the licenses which have been issued, licenses for
$98.5 million involved sales of foreign rice, corn and
flour to Cuba. In these cases, the U.S.-controlled foreign
firm was a commodity broker, rather than a manufacturer.
The Cubans could just as readily have purchased these
grains from competitive commodity brokerage firms which
are not U.S.-controlled.
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The dollar value datum is also subject to gqualifi-
cation. 1In some cases applications specified a quantity
(such as 17,000 tons of flour) rather than a dollar value
for the transaction. In other cases, applications re-
quested authorization for expenditures in Cuba incidental
to a salesman's travel there, and no dollar value was
specified. Again, the dollar value specified in some
applications was variable, dependent on the size of the
final order received. None of these cases is included in
the dollar value datum in the enclosure.

Finally,. the total dollar value of licenses issued
does not necessarily equate with the actual trade trans-
actions consummated, which may be less. We try to issue
“licenses for exports only in cases where there is a firm
agreement for a transaction; nevertheless, license trans+
actions may ultimately not be consummated, often for purely
commercial reasons. As an example, a license was issued
for a $13 million sale of steam generating boilers to Cuba,
but a non-American competitor eventually received the order.

I hope that, notwithstanding these limitations, you
will find the enclosed data useful for your purposes.

Sincerely yours,

@QWJW

Assistant Secretary
(Enforcement, Operations
and Tariff Affairs)

The Honorable

Henry M. Jackson

United states Senate
washington, D. C. 20510

Enclosure
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Licenses for U.S.-Controlled Subsidiaries to Trade with Cuba
October 8, 1975 ~ January 31, 1976

Applications filed 121
Approved ' 83
Denied a/ | | | 5
No action b/ ‘ | | 31
"Cancelled by applicant ; 2

Total value of tfansactions for which ,
‘licenses approved : $166,500, 000

Number of U.S. parent firms which -
‘applied for licenses 95

Number of third countries involved 23

3/ These cases were denied for one of the following reasons:

(1) U.S. citizens were to travel to Cuba;

(2) Goods were to be imported from Cuba into a country other
than the country where subsidiary was located;

(3) American parent arranged the transaction;

(4) Involved travel to negotiate sale of strategic goods.

b/ No action taken on application because no license was

required for the proposed transaction (in negotiating
stage only) or application was filed incorrectly (wrong
applicant or incomplete information).
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kDear Senator Bentsen:

I am pleased to send you, in response to a recent
request from your office, data regarding licenses au-
thorizing trade with Cuba by foreign affiliates of American
firms, covering the perlod since the policy change of
August, 1975.

In your interpretation of these data you should be

aware of a number of qualifications. First, licenses are

" not approved for the sale to Cuba of strategic commodities
under international (NATO) embargo. Also, licenses are
not issued for the sale to Cuba of United States-origin
production technology. These policies are set forth in
the licensing guidelines published on October 8, 1975
(Sec. 515.559 of the Regulations, copy enclosed).

In many instances, too, proposals are discussed with
Treasury, in advance of filing, by U.S. firms whose foreign
affiliates may be considering trade with Cuba. To a sub-
stantial extent, therefore, applications for licenses are
filed only in cases where the U.S$. firm feels it probable
that the application meets the published guidelines and
will be approved. Thus, the percentage of licenses ap-
proved may not accurately reflect responsiveness to the
interest of U.S. firms in potential Cuban trade by sub-
sidiaries, or the number of cases which might have been
denied for strategic reasons if filing had occurred.

Of the licenses which have been issued, licenses for
$98.5 million involved sales of foreign rice, corn and
flour to Cuba. In these cases, the U.S.~controlled foreign
firm was a commodity broker, rather than a manufacturer.
The Cubans could just as readily have purchased these
grains from competitive commodity brokerage firms which
are not U.S.-controlled.
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The dollar value datum is also subject to qualifi-
cation. In some cases applications specified a quantity
(such as 17,000 tons.of flour) rather than a dollar value.
for the transaction. 1In other cases, applications re-
quested authorization for expenditures in Cuba incidental
to a salesman's travel there, and no dollar value was
specified. Again, the dollar value specified in some
applications was variable, dependent on the size of the
final order received. None of these cases is included in
_the dollar value datum in the enclosure.

Finally, the total dollar value of licenses issued
does not necessarily equate with the actual trade trans-
.actions consummated, which may be less. We try to issue
licenses for exports only in cases where there is a firm
~agreement. for a transaction; nevertheless, license trans-
actions may ultimately not be consummated, often for purely
commercial reasons. As an example, a license was issued
for a $13 million sale of steam generating boilers to Cuba,
" but a non-American competitor eventually received the order.

I hope that, notwithstanding these limitations, you
will find the enclosed data useful for your purposes.

-Sincerely yours,

Assistant Secretary
(Enforcement, Operations
and Tariff Affairs)

The Honorable

Lloyd Bentsen

United States Senate
ATTN: Ms. Sally Shelton
Washington, D. C. 20510

Enclosure
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Licenses for U.S.-Controlled Subsidiaries to Trade with Cuba
October 8, 1975 - January 31, 1976

Applications filed _ 121
"Approved _ 83
"Denied a/ | 5
| No action b/ ; 31
~ Cancelled by applicant | » 2

Total value of'transactions for which
licenses approved $166,500,000

Number of U.S. parent firms which
applied for licenses 95

Number of third countries involved 23

a/ These cases were denied for one of the following reasons:

(1) U.S. citizens were to travel to Cuba;

(2) Goods were to be imported from Cuba into a country other
than the country where subsidiary was located:;

(3) American parent arranged the transaction;

(4) Involved travel to negotiate sale of strategic goods.

b/ No action taken on application because no license was

required for the proposed transaction (in negotiating
stage only) or application was filed incorrectly (wrong
applicant or incomplete information).
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Castro has called off the imVM~EM~gzm with the
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We would regret and deplore this wnslsteral and wwarranted

" action by the Coban Goverament., 1 wizh to ciate that i Cuba does

the cacoursgement of any hijacking or apy actions witich may result
1 wish to yecsi] that at the tione of the crash of the Cobas

zirplane, we said i it had bees cansed by sabolage, we reconfirmped

that the U.5. unalte rably opposes and wrongly condesoms any and
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Cobas Preamier Gaslre anocenced today (hat his goversmest hes

5 sbrogated ihe 1973 anti-hijacking agre : with the Usited. Stales.

i conderop in strongest lerms this anilaiers] action of (he Cobas Prenmier.
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+ which resndied in the crash of & Cobans Airlines plsse off Barbados
an Golober 6. M'aﬁggﬁéma zre [zlne. Wre have denind calegoricaliy

any UE Covernment isvedesvoent ks that tzagic event.

We ave expressed poblicly asd to the governmesntz of the Canbbean ver
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. ¥e vanpel commprebhend why the Coban Governonent woold tale such

tone acticn without prios discusgion. YWe are awaitio

*.a#n of the Cober Premier's stetement and dhe officia] compranication

irom the Cuobas Goveramest prior to determining what fertbier decisions

e US Governonent shoold
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