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CUBAN AMERICAN NAT10NAL FOUNDAT10N

DESCRJPTION: The Cuban American National Foundation [CANF], formed in 198f is
* i"-J"p"rO"rt, non-profit institution devoted to prwiding information on economig

prfiU."f'-J On"al iisues relating to the Cuban pebple, both on the island and. in exile-

fr" CaNe supports the concept o-f a free and democratic Cuba The organization's 108

Directors and Trustees, comprised of Cuban American business and_professional leaders

*r,o aon"t" a minimum of $ tb,ooo ana $5000 respectively to the cANF on an annual basis,

u* u"tl""ii i"rolved in CANi operatio,"s- With more, than 50,000 active members and

".rtriUrt"i., 
CANF is by far the largest Cuban American organization in the United States'

The GANF was instrumental in the establishment of Radio Marti and IV Marti. These

U.*a. ,l"g 
"peiations, 

administered by the U.S. Information 4gJ'q, transmit news and

entertainmit programs to Cuba which underscore a message-of freedom and de.mocracy'

ft 
" 

Caf.ff'"fr,i hai established a $2 million Endowment for euban American Studies which

produces research reports on the political economy and c'ulture of the Cuban community

ind its impact on Florida.

Through its cuban Exodus Relief Fund, the cuban American National Foundation has

;;r-Ji";;J p-rivate efforts p.Uai"g humanitarian assistance and resettlemeDt services for

effi;tu;;;;.-4il; i98i this p.6gr", has.facilitated the privately tunded rese^ttlement

;i;;; t|;, 7000 Cuban r"tug"6r, r"epresentiag a net savingi of nearly.$50 million to the

ij.j. nou"-r"nt. Another C,{NR prograrL Mission Marti, uains hundreds of volunteers

il'"rE"rri',rr"-i"to*r-",ion or Cu'ba-after Castro. La Yoz, CANF's short-wave radio

;;";;; Cuba keeps the Cuban people informedabout the latest news. CANF is a non-

;;;dfi-;;".pi SOr'-Cg .orpo*tlfn chartered under the laws of Florida. Fed. I.D.# 59-

2122621.

BLUE RIBBON COMMISS10N ON THE ECONOMIC RECONSTRUCT10N OF CUBA

nd econonuc crisis has generated powcrに 1

nd. Cuba's transition from commuism to

躙 :漱計鑑 1留 ∬ 職 1∬贈 と糧鶏

Ribbon COmmisSiOn on the Economic Reconstruction oF Cuba.¶
nc Blue Ribbon

Human Rights CommiSSiOn].

嫌よ購鱗繁i譴1熙
n製鳳鯖棚∬蹴謂乳紺鷺
cOmpletion in October 1991, Will address



一　

一

asset\land claims, monetary, tax and related policy initiatives; 2) engage specialists to

;;;ii;;.;fir;'h"*i". ln'u"nto.y of available'human, industrial and natural resources in

LfrUl unO asseis trade opportunitie's in industry sectors including:.agribusiness, air tlqnsport,

.-o*i-.,lot, .n".g1,, n,irring, t*ai..l producis, telecommunications and tourism; 3) foster

"oilr"i*tio" "riii"g 
Levil.s- and Cuban emnomists, businessmeo and- political. leaders

."n"-rAi"* Dost-Castro C\6"'i "*no-i" 
reconstruction 4) encourage foreip and domestic

iniest.e-ni in post-Castro Cuba

CANT.CIIAIRMAN:JorgeMas,50,isChairmanoftheCubanAmericanNational
ioundation. He also servis as President of Church and Tower of Florida' Inc', an

"""i""arn and construction r.m *t ose clients include Atlanta-based Southern Bell' Mas

i,'Uii,offiil; p";;td-;;1R"*la n""g* as Chairman of the Presidential Commission

#g$il;;gi" c"ur- rra* i. ct"i.il* of the Florida Governor's Commission on a

i;;;-Cr;". fie is the .".ipi"rt-oi the Lincoln- lvlarti Award' $anted by the US

ij.*"*""i of Health E;ffit;; -*J w"r*", for extraordinar)' and meritorious

p".fo.r-.. of civic duty in the United States'

Lsts

BLI'JERJBBoNcoMMIsSIoNANALYSTSANDADVISORS:I-azardFreresand
Comnanv. a New York-based i*"st-"nt banking and consulting firm is financial consultant

Io ifr'. do.-lr.ion. AB. I-affer, V.A Canto and Associates serves as an econoruc

;;;ld i; ihe Blue Ribbon Co-mmission- Dr. Arthur B. laffer, founder of AB l-affer,

V.A Canto Associates, ** ;;;;;;i;f the Economic Policy Advisory. Board to President

R;;"id ri;g";. vl.iot ci"io, ii"it",t ot I-affer, Canto & Assoiiates and author of

numerous books on i"t".*tio"ui ".o"o-io, 
received an M'A and Ph'D' from ttre

iil;i; oi6ni.ugo. Members of the commission's Advi-sory Board providing program

,-..."";;;i;'ffi arurvli. in.ruI",-L*"nce Kudlow [Senior Managing Dir_ector.and Chief

Economist, Bear, stearns e; ctf;-iii;ilJ R"m lcniet Ecoiomist' US chamber of

c;;;;;a;-;;d rose r"ra"rei-iisanova [Director, External Review, Inter-American

Development Bankl. Manu-el ar;ij;**.. as the commission's coordinator for industry

il;; i;;il, iji.'b.r"ij", 
" 

proi.'.ioi of engineering at Florida International universiry

;;;;r"il#il,iir"i-""lirliire ."*rrtrri ieceiuedan M.A from Georgia Tech and a

ii,lO.'ir.i,!f*.ri.g f.oi, U"i""?.iJ"O-C"",ial, Santa Clara, Cuba. Thomas Cox is Project

coordinator for the Blue Ribbon commission. cox was l:tin American Affairs analyst and

a;-Di;;;i;t of the Mexico Project for the Heritage Foundation'

留馴∫:零ダ猟鎧恥瑞 の3330308
CONTACT:
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Board. Those solicited for their views will include joumalists, economists, 
. 
educators,

business and labor leaders, private organizations, and analyss in areas ot,cruclal concern

such as the environment, human development, housing and emergency reuet prograrns'

A Final Report including macro-ecoriomic pglicy lemmmendations and analysis of cuba's

1", inaurtrr sectors will 6e submitted to ttre Slui Ribbon Commission later this-year' This

ilil^;ilf,,i.-fiip.ouiO. * analytical framework for the establishment of economic

i.r.f "p-"ri 
gridelines recommendid by the Commission's Board of Advisors.

The cuban American National Foundation sponsored the first in a series of meetings for

;;il;;i ihe Blue Riblon commission in November 1991. These working group

iii".iirgJ*if ;;;*"g" tt 
"-A".iopa1"nt 

of.a corsensus on tundemental reform principles

and economic development "pti"d. 
The Final Report on the economic reconstruction of

Cuba is intended to serve 
". 

i *rl-oo reference point for public discussion, abo11 Cuba's

tiansition to democracy, economic revival and reintegration to international nrarkets'

A comorate Board of spoDsors serving on the Blue Ribbon commission is comprised of

fi.sl "[i'iii"-*;fi 
-d;;pt*"ning 

" 
wide cross-section of commercial trade and

investment activities.

The agenda of the Blue Ribbon commission is an ambitious Iesponse to the challenge that

ii 
"aai"tt"r. 

The present crisis in C\rba is more than a passing qh:nq3"lo1 ,It-rePresents
;;"ffiil;";;;[ in tt 

" ".o**ic 
development and securiry of the western Hemisphere.

The formation of a co-preheosive set of eionomic recommendations for a new leadership

ir'cr;;;iih"lp "*rrri,#;d;qr;-opportunity 
to promore freedom and prosperitv

throughout the region is not lost.

】　　　　　　　　　　”　　　　　　　　　　』
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_     ■.   BLIIE RIB30N COMMISS10N ADⅥ SORY TEttM

Malcolm Forbcs Jr.,IHOnOrary Chalrlnanl
―          Prcsident,CЫ ef Exccutlvc OFlccr

Forbcs Mag,■ nc

=艦
温魔鑑説 Nadod Foullぬ疏

Anhur l-affer, [Co-Chairmanl -
A.B. taffer, V-A. C3nto Assocrates

(ia alPhabetical order)

Manuel AYau
Rector, Universidad Francisco Marroquin
Guatemala

Jose Manuel Casanova
President, Casanova and Associates

William P. Clark
Chairman, The Clark ComPanies
former National Security Advisor to the Presidetrt

William DohertY
President
Anerican Itrstitute for Free l:bor Development

Dante Fascell
U.S Congressman [D-FL]
Chairman, House Foreign Affairs Committee

Bob Graham
U.S. Senator [D-FL]

Dr. Steven Hanke
Professor oi app[ed Economics' Johns Hopkins University

Paula Hawkins+ 
u.s. senator

Tom Kean
President, Drew UniversitY

Ambassador Jeane KirkPatrick
American EnterPrise Institute
former U.S Ambassador to the U'N'

Laurence Kudlow
Senior Managing Director and Chief Economist

Bear, Stearns & Co'

JosePh Lieberman
U.S. Senator [D-CNI
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Conaie Mack
U.S. Senator [R-FL]

J. William Middendorf
Chairnaa Joh Hanson Savings Bank
former U.S. Ambassador to the OAS

Daniel Oliver
D istinsuished Fellow, Heritage Foundation
formei Chairman, Federal Trade Commission

Jav Priu-ker
Cfuir-a" of the Boar4 Hyatt Corporation

Richard Rahn
Presidenl NOVECON Inc.
former Clief Economist, U.S. Chamber of Commerce

Ambassador Otto Reich
The Brock GrouP
former U.S. Ambassador to Venezuela

Ileana Ros-l€hthen
U.S. C.ongresswoman [R-FL]

Lawrence J. Smith
U.S. Congessman [D-FLI

Ambassador Jose Sorzano
Austin GrouP
former Deputy U.S. Representative to the U'N''
i".-e. Ns<l ihecror, l-atin American AffaLs

Marw Urra
Presiient, South Florida AFLCIO

Ambassador Armando Valladares
President, Valladares Foundation
i"..ii-u.s. a-Uassador, U.N. Human Rights Commission

Economic Consultants: A'B' Laffer, V,{' Canto & Associates

Financial Consultants: l'azard, Freres & Co'

lrgal Consultants: White & Case

Project Coordinator: Thomas E' Cox

Permanent Address: 1000 Tbomas Jefferson St I'IW
Suite 505
Washington, D.C' 20f,07

TelePhone: (m4'265-2822
FAx: (202) 338-0308
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ACHON PLAN OF THE BLUE RIBBON COMMISS10N

The successful promotion of economic growth in -post-castro 
cuba will require the rapid

imolementation of an inteeratJi,rii-"of mutualiy supportive economic,.legal and social

ilfini}iffi.- -i;;isr'i;;"stnient in Cuba ioulb- be facilitated by providing a

;#;?;;ffi; iru"nffi oiuu"lubt" ,"rour""r. To assist in the devetopment of a database

on Cuba,s industrial resources, as well as a coDselNus on basic economic principles, the Blue

Ribbon Commission will undertake the following studies:

1.0 THE T'REEDOM ALTERNATTVE

obiective:Toassembleasetofconstitutionalprinciplesandlegalguidelines
which may form the legal_institutional framework for the restructunng oI me

Cuban economic system.

The study will include suggested drafts of the following bills and codes:

1.1 Privatization l-aw
1.2 Commercial Code
1.3 Banking Code
1.4 Foreign Investment Code
1.5 Tax Code
1.6 Currency and Monetary Guidelines
1.7 Foreign Debt Guidelines
i.S n"futt* with International Financial Organizations

2.O THE CUBAN ECONO耐 : BLUEPRINT FOR RECONSTRUCr10N

漁鑑:ツト腱lttllt認鷺
heぶ“analyds dぬ

e Oban∝ onOmy
egIIne and at present.

鴇理留I¶11職l£霊鮮鳳謄辮轟普ふ電認識精
」n Oba

2 2 1 0vervicW. Selected Facts

:::網:∬蜜λttltts
22.4 Privatization Potential

23  1ndustries to be analyzed and Catalogued for industrial databぉ
e

development includc:

III.



2.3.'r, Agriculture and Livestock
2.3.2 Automotive
2.3.3 Aviation
2.3.4 Construction & Civil Engineering
2.3.5 Communications
2.3.6 Chemicals
2.3.7 Data Processing
2.3.8 Electric Energt
2.3.9 Fishing
2.3.10 Food Processing
2.3.11 Glass Work
2.3.12 Merchatt Marine
2.3.13 Mining & Metal Works
2.3.14 Paper
2.3.15 Petroleum Refining
2.3.16 Transport
2.3.17 Textiles
2.3.18 Tourism
2.3.19 Water & Sanitation
2.3.20 Otber

sOCIAL WELFARE.  INSIIRING SOCIAL PEACE

3.1

3.2

Objective: To study the present level of social welfare and.public services

p-.'.,taiO by the Siate to the Cuban population' speciallv in the areas ol

Lducatiou health and rto.ti,ig, 
"i'a'i6-q;*l'n. 

alternatives aimed at

;;;;;;fig;;; illtpiouing *.t''i"*t' of social services during the transition

period and beYond.

The studies to be undertaken will include:

3.2.7

3.2.2

3.2.3

The Cuban Education Problem

The Cuban Housing Problem

The Cuban Health Problem

THE MILITARY, BI.JREAUCRATIC COMPLEX' INSURING POLITICAL

STABILITY.

4.1 Obiective: To provide a comprehensive study of Cuba's bureaucracy

and military establishment'



4-z Objective: To develop a program for demobilizing excess humanand capital

.esbrrces and their controlled transfer to other economrc actlutles'

4.3 Objective: To determine the social costs of demobilizing the- military

"rtiblirh."rrt -d insuring re-training, employment and social security as well

as equal opportunity for all displaced individuals'

5.0 EMERGENCY RELIEF PROGRAM

5.lObjective:Todevelopanemergencyreliefprogramdesignedtoprovidebasic
*;;;;, 

"ip".t"ui 
i*a,."&"ir,6 and tu-et to the cuban population during

the first 45 days of a transition government'

5.1.1 Food Requirements
5.1-2 Medical Requirements
5.1.3 Fuel and Miscellaneous Requirements

5.1.4 hgistical Plan
5.1'5 Financing

6.0 SAVING CIIBA'S ECOIOGY

6.lObjective:Todevelopaprogramfortherecoveryandpermanentprotection
of ihe Island's environment and ecological system'

10
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CI'BA: PAST, PRESENT AND FUTURE

cuba's rich heritage of dynanic cultural and economic activity vas
evident in the vibrancy of the Cuban econoruy before Fidel castrors
rise to power in 1 January 1959. cuba had the lowest rate of
inflation of any Latin Aruerican country during the 1950s and the
third hlghest per capita income (behind Argentina and venezuela).
substantial U.s.-cuban trade and investuent ties were the product
of the island nation's proximi.ty and effective monetary and tax
policies. cubars titeracy, life expectancy and infant mortality
iates rivalled or surpassed those of its contemporaries in Latin
A:nerica and the Caribbean.

While other Latin Anerican nations are rapidly irnproving their
ability to gro!, and conpete in the modern international
marketplace, cuba, under castro's leadership, has not seized the
opportunity to build on the nationts socio-economic progress
allievea during the first half of this century. cubats falteriDg
coEI[aDd ecotroEy has gererated zero grortb siace 1986. The
goverment extended its rationing program to all consumer goods in
1989 and shortages of spare parts have resulted in the use of oxen
and horse-drawn carts for nany transportation and crop cultivation
needs. Record nuubers of cuban boat people arriving in Florida in
1991- are one indication of the pressures for iromediate and
dramatic political change building in Havana.

AI1 the iDgledieDts Decessary to Eake cuba tbe bellwether ecoaomic
perforaer of the regiou ar€ available iD cuba today. Under a nelr,
democratic leadership that respects individual property rights,
fosters econornic stability and allo$rs entrepreneurs and workers to
enjoy the fruits of their own Iabor, cuba would serve as a beacon
of prosperity for the western Bemj.sphere. The dramatic success of
the Cuban cornmunity in the U.S. testifies to the econoroic
potential of a free cuba. These cuban-Anericans, numbering just
over 1.2 nitlion, produce twice as nuch wealth each year as 11
million citizens under castrors ru1e. cuba, arEed rtith a po'l,elful
hu-EaD aud Datural resoulce base, is posed to geDerate treBendous
econouic Alrosth, oDIy castro reuains aD obstacle.

― ■■ ―



TEE PAST

The coast of cuba is only ninety niles south of Key west, Florida.
Interestingly, Pan Anerican Airlines began as a 3o minute conmuter
service between Havana and Key west. Measuring distances between
population centers, Miarni is only 250 niles from Havana. This
extreme proximity, which, during Fidel Castrors reign has been a
source of concern to Americans, could well serve as a catalyst for
economic development in Cuba providing numerous growth
opportunj.ties for the entj.re region. Cuba, with 44,2OO square
miles and a population of roughly 11 ni11ion, is only slightly
smaller in size and area than the entire state of Florida. The
island has a spectacular ruountain range, the Sierra Maestra, made
fanous as a refuge for Fidel Castro and hi-s guerrilla band.
Elsewhere Cuba's scenic countryside is flat or rolling with
phenomenal beaches. The largest concentration of Cubans is in the
capj.tal , Havana, with a population of 2 ruiLlion people. This is
foLlowed distantly by Santiago de Cuba with approxinately 360,00o
people. By contrast, the metropolitan area of Miani contains sorae
1.8 r0iLLion people. The ethnic nix of cuba consists of 51 percent
nulatto, 37 perc-ent white, 11 percent black and 1 percent chinese.

Socio-ecoaoBic survey of Pre-castro cuba. Before Castrots rise to
power on January 1, 1959, Cuba ranked aBong the best credit risks
and business partners in the Western Henisphere. Havana enjoyed a
dynarnic human and natural resource base and a hi-story of close
trade relations with the United States.

Buttressed by cubats liberal foreign investment Iaws, expanded
trade ties with the U.S., and a favorable tax code, cubars
nationaL income doubled bet$/een 1945 and 1958. cubars per capita
Gross Natj,onal Product ranked third anong Latin American nations
in 1953, behind Argentina and venezuela.

Durj.ng the post-Wor1d War I1 period, the conbination of reduced
sugar productj.on throughout Asia and preferential treatment by the
U.S. provided the basis for the expansion of the Cuban sugar
industry. By 1958, Cuba suppl j.ed 38 percent of total U.s. sugar
consumption, an amount equal to 58 percent of cubar s total sugar
exports. The market opportunities afforded by the sugar quotas
Ied to the developDent of close corunercial ties with the United
States and large U.S. investments in the Cuban sugar industry. As
a result of the negotiated arrangements, sugar. tobacco, and rice
production were regulated by the Cuban Stabilization Institute.
Agribusiness, construction, mining and tourist industries in Cuba
experienced dramatic growth throughout the 1950s. Cuba became the
second country in the world to have color television capability.
Bolstered by a network of central and secondary highways, 9,000
miles of railroad tracks, 100 private and public airports and tax
incentives for hotel construction, Cubars tourist industry
underwent a remarkable expansion. Between 1950 and 1958, the
construction of 28 new hotels almost doubled Cubars existing hotel
capacity to 24,000. In 1958, 325,234 tourists visited Cuba.

― ■2 -



Prior to Castro, Cuba had a well-educated, healthy population
capable of great achievenents:

* Life expectancy in pre-castro was 61.8
the Latj-n American regj.on as a whole.

* cubats infant rnortality rate in tgSg
births, surpassing the present average
Latin America.

years′ higher than

was  32  per ■,000
of 5■ per ■′000 in

* In 1953, the date of Cuba's
census, literacy rates for those
percent, a level whi.ch rivalled or
or Lati,n American countries.
* In 1,958, cuba (population
physicians - double the total
nations cornbined.

ItlterDatj,oaal trade. Cubars trade during the first half of the
twentieth century was almost exclus ively . with the United States
(Fiqure 1). However, upon signing the General Agreenent on
Tariffs and Trade in 1947, Cuba began to expand non-sugar exports,
and to develop bilateral trade relations with European nations.
Durinq the L952-58 period, Cuban exports to the United States
accounted for 67.5 percent of total cuban exports whi"le inports
from the United States accounted for 92 percent of Cuban inports.
By 1.958, U.S.-Cuba trade still represented nearly 70 percent (with
cermany, Great Britain, Spain and France comprising an additional
20 percent) of Cubars total trade of $1.3 biLlion. cubars exports
accounted for more than 35 percent of cNP.

Tb6 Pre-Castro U.S. IDvestuent ia Cuba. ID 1929, U.S. dilect
iDvestEeDts iD Cuba of $919 uill,iou irere larger than U.S. dlirect
investueuts in auy othe! couDtry save CaDada. For exanple, U.S.
direct investments in the U.K. were 5485 million, l2L7 roillion in
cemany, $6L million in Japan and 9217 nillion j.n France. With
the prj.ce leveL today almost eight times what j-t was in 1929, that
year U.S. investments in Cuba would be over S7 billion in todayrs
dol-Iars.

By the Iate fifties, the U.K., Brazil, and Venezuela had passed
Cuba in the reported value of the U.S. direct investments.
However, cubats significance as a magnet for U.S. direct
j,nvestment was sti11 high. official U.S. data sources shorred U.s.
direct foreign j.nvestnent in cuba anounting to S1,001 mill.ion in
1.958 doLLars, amounting to 54.5 billion in current 1991 dolLars.
The offj,cially reported nunbers are merely a mechanical suomatj.on
of historical current dollar net investment accounting data less
estimated depreciation. Therefore, direct investment numbers most
likely represent a gross underestj.mate of market values. These
numbers are sonewhat analogous to the book value data on corporate
balance sheets.

From another data source Isee Table I below), the invested capital

- 13 -
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by specific industry categories totatled S3.27 billion at. the end
of 1957. This total in 1990 dollars would be roughfy equival,ent
to $14 billion. In relation to current cNP, for example. the
$3.27 billion in 1957 r{rould be S31.4 billion today. CIearly,
cuba, under stable and democratic Ieadership, would provide
significant opportunities for U.s. and other western investors.

TABLE I
ForeigE lDvestDeut in cuba by IDdustry iu 1957

( $ nil,lions )

Sugar cane 1, 158.9
Tobacco 56.0
Cattle 45.4
Coffee, cocoa 16.3
Agriculture industries 60.3
Wood products L6 -7
M j,ning 524 .8
Fishing 7.8
Fue.Ls and additives 130.2
Electricity, gas, water 301.5
Transport, connunic. 645.4
Chero. , pharmaceuticals 36,1
construction materials L7 .4

uachinery
Rav materials
Food, beverages
Textiles, apparel
Furn iture
craphic arts
Paper goods
Leather
Toys
orthopedic, optical
Jewel ry
G1ass, ceramics
other industries

0.3
76.2

8.6
43.6
8.9

18.3
2.2
L.0
3.5
9.0
1.8

crand Total 3,265.a

Source: Mr. Antonio Ricardi, 'rLa carta Quincenalrr No. 60'
National. Institute for Econonic Reform, March 1958, reprinted in
Alberto Arredondo, rtcuban Industrj.alism: characteristics and
Objectives," First Syrnposium on cuban Natural Resources, Havana,
1958. For specifi.c qualifications to these data Please refer to
the oriqinal source.

While these data do not suffer from the satne accounting biases as
the official nuDbers do, they uray still underestinate the true
value of invested capital . These figures, for example, d.onrt
include the value of 1and. These numbers reported in Table L
above, therefore, serve as lower bound for direct u.S. foreign
i.nvestment in Cuba.

Tax aDd MoD€taly Policies in Pre-castro cuba.

cuba had the Iolrest rate of inflati.on of any Latj.n Arerican
country during the 1950s. Actual1y, from 1953 through 1957, the
cost of living index for the whole of cuba fell by three full
percentage points. The reasoE why cuba was fj.DaDcially souDd ia
cooparisou to LatiD Americau countries is siuple eDougb3 cuba
effectively used the u.s. dollar as its doEestic culrency. In
fact, since its independence fron Spain in 1902 until castrors
rise to power in 1959, the monetary authority of Cuba was
exceptionally disciplined. This core integration with U.s.
financial markets provided what nust have been seen as low risk in
the eyes of potential foreign investors in cuba.
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Tax :3!es aiso addeci a su-bstanE:ai f:ranc:a1 inciuceuent. :c r.::e
alreaciy ac::ac:l're direcr U. S . invest=enls :.n Cuba . Duri.::g ihe
pre-cas!:. 1950s, Cu5a's inciividua.L incc=e tax raEes lJere
surcsEanEially lo',rer than thea: U. S. counEerDafts. In the char=
below inciiviciuai. personaL inccae tax raEes by inccae class are
ploEied for cu-ba at, the end of 1958, the u.s. at tbe end of :.958'
and Castr.'s cu.ba at the enci of 1952. The iuplicati.ons for
inves:o=s are obvious.

FIGURE エ
cuban ョnd u.S. Tax Rates

Cuba 1962

CUBA 1953★

IncoEe Range ( thousancis )

* cu-ban Tax Rate (1959) increases to 50* over s500,000, us tax
rate reaches a maxiluu of 9fZ over S40o.00o.

Direct investu.ents are but one Beasure of financial j.ntegration.
on the saae natj.onal balance sheets, short. ter= invesEaenrs
(assers thac originally matured i.n less than one year), porE:ol-io
invest:ents and official investEenls also can be of ma3or
inporcanee.

Long-Eers loans to cuban nationals as regorEed by banks lrere abouE
592.5 trj,I11on at the end of 1958, already dol,n frca their 1957
hiqh. Shor:-r-erB loans to Cu-bans. again as repofted by banj<s.
stood at 5166 million. Banks anci other financiaf insE1:::tions,
hcwever, no! onLy lencj Eoney but. they also accepl deposits- I:':
ihe case of Cu-ba. tota] deposits were approxi.uacelY 52a6.5 nj-.!1:c::
aE the enci of 1958. of this, a little trore than hal"f ?rere
deposits at u. s. banks.

ID su.utrar7, cula.s develoPEeat i!' the fi!s! balf of lbis ceaturT
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plovided substaatial ecoaomic opportuEi.ties, but oDLy sclatched
tbe surface of cubais potential. clearly, trade and j-nvestment
ties betvreen the U.S. and cuba were extremely close. Low rates
of taxation and infl"ation, economic integratj.on, and the need to
rebuild will be a trernendous spur to reinvigorate cuban-American
econo:nic ties.

TIIE PRESENT

?he reforns enacted by castro effectively eliminated individual
property rights and individual incentives. The Cuban economy ' sties to its natural narkets in the United States, Latin America
and Europe were severed and new ties were developed with the
Soviet Uni.on. Ecoaonic depeDdence has Dot been reduced uDaler
Castlo one iota. Cuba is uow completely depeDdert oD tbe Soviet
uuion.

castrors leadership has saddled the cuban economy with a network
of adnini-strative bureaucracies. with the l-960 establishments of
a central Planning Board, aLl econornic actlvity in cuba lJas
subject to econoroic program directives implenented under the
supervision of the NationaL Bank of cuba and the council of state.
Cubars Mi.nistry of Foreign Trade assuned control over foreign
exchange transactions and the adninistration of aL1 foreign
conmercial agreements.

castrors Revolutionary Fiscal Law of 1962 created an
adroinistrative organization designed to eliminate ttnultiple
benefits to entrepreneurs and investors." This Law established
ten national taxes, including a tax on the net income of
state-controlled enterprises which represented 55 percent of
governnent revenues outlined in castro's 1952 budget.

By L964, 75 percent of Cubars agrj.cultural land had been
nationa.Lized under the control of the newly formed Institute for
Agrarian Reform. The castro government eliminated involvement by
private banks and autonomous institutj.ons in all monetary, credit,
and banking activlties in Cuba and placed cuba's National Bank
under the authority of che cuevara, the i11-fated Argentinian
guerrS,lIa leader.

soviet RealigDEeDt: Castro began to realign Cubar s economic
rel.ations toward Moscow in November L959, by halting dollar
transfer payments to U.S. oil suppliers and opting for Soviet
crude oi1 suppJ,iers. In August 1960, castro nationalized western
refiners in Cuba, prompting the U.S. to reduce cubars sugar import
quota. castro then expropriated al1 U.s. assets. The redirection
of cuban trade toward Moscow took a decisive turn in February
1960, as cuba and the UssR signed a trade agreenent which
cornmitted the soviet Union to purchase annualJ-y one rnillion tons
of cuban sugar.

I,Jhile during the l-950s, the U.s. alone acccunted for over 65
percent of cuban exports and 90 percent of cuban imports, today
the soviet Union and Eastern Europe account for approxinately 87
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percent of Cuba's trade. The change in the conposition of trade
signj.f j,cantly underestimates the increased dependency of the cuban
econorny. tride with the Eastern B]-oc is deterrnined by bilateral
negotiations between governnents. Prices of the commodities are
artificial and are intended to subsidize cuba.

The wiDds of cbaDge: cuba is extlaordinarily dependeDt oD tbe
soviet Uniolr lor a.LL sorts of products. In fact, nearl,y a1I of
cuba's oil imports in 1989 were from the soviet Union. oil and
naturaL gas are also extremely inportant to the Soviet Union
because oi1 and gas exports account for about 40 percent of soviet
Union hard currency earnj-ngs. In these days of economj.c stress
\.rithin the soviet Union and because castro doesnrt pay for the oil
j-n hard currencies, hard currency earnings have taken on a new
level of inportance. soviet oil production fell by more than 7
percent in 1990. In April 1991, Mosco!, announced that soviet oiI
Lxports would be cut by 50 percent. The soviet uDiours declining
oi1 ancl gas productioD draDatically reduces Moscol''s ability to
sustaiD an ecoaouic lifeliie to the castro regiue.

goviet oil sbipneuts to Cuba are a1leady staltiDg to decline in
voluDe and iDcrease iB cost. A one year cuba-USSR trade agreenent
signed on December 29, :.990, set the volune of Soviet oil exports
to cuba at 10 nillion tons in l-991- at a reduced, though sti1l
preferential barter ratio of 2.5 tons of petroleuh for each ton of
cuban sugar. The barter ratio previousl-y had been 3.8 tons
of petroleum for each ton of cuban sugar. Under the new agreement
cuba also wil.l absorb one-half of the transport costs of both
Soviet cereal and fertilizer deliveries to cuba.

The new Soviet and East European emphasis on cash-based trade has
lowered the value of cuba's trade transactions with the former
soviet bloc at a tine when Havana faces a severe shortage of
donestica]ly produced food and industrial goods. In Decenber
1990, czech President vaclav Havel informed cuba that the
czechoslovakian Enbassy in washington D.c. would no longer
represent Havana. Soviet offici.als streamlined Moscol"rr s economic
relations with cuba last January by removj.ng nore than L00o
technical advisors fron cuba. Despite devoting a disproportionate
share of their econoroj.c resources to the rni1itary, Moscow and
Havana have also falIen hopelessly behind the rnilitary technologry
curve .

castror s BaIaDce sheet. Today, cuba's economi.c performance stands
in sharp contrast to its pre-castro period:

* cuba.s ecoDotly is nore re].iant on sugar ploductioD thaa it
vas thirty yearsr ago. Sugar production accounted for 83 percent
of Cubars total export earnings in 1989. Desp j,te intens j.ve
efforts to boost output, cuban sugar production for the 1989/90
season feLl to 8.04 rnillion tons down from 8.12 million in the
previous year. Prelirninary reports indj.cate that it fell another
5oo-600 thousand tons in 1990-91.

* Between 1986 and 1989, cuba experienced zero growth in its
clobal Social Product. By December 1990, Cubars hard currency
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reserves had fallen to approximately $50 nillion and a governnent
rationing program lras extended this year to consumer goods and
services.

* cuba ts per capita debt to western ]enders has risen frotl
S31 [measured in 1990 dollars] in 1,959 -(Sa5 nj.llion totaL) to $727
in 1990 ($8 billion total).

* Housing is recognized. by Havana to be one of the countryrs
most pressing problens. Havana eliEinated private contractors and
increlsed the nurober of governnent ninibrigades devoted to housinq
construction in 1987. Housing compfetions in Cuba declined by 5
percent in 1988. The dilapidated state of cuban cities and to$rns
ana the need for 600-800 thousand new houses are proof of
castrors neglect of cubars housing needs.

The overall staDdlald of liviug of tbe cuDatt PeoPle by the eDd of
1958 was aBODg the three higbest iD LatiD Anerica. Today, 32
ysars afte! castro, it is at the loser eld aDoDg tbe lorest 5 otr
lhe coutiuent. fhat, alone, says it all.

:FITE FI'!I'RE

Under a nel, democratic, narket-oriented leadership, cuba
would rapidly retrieve its place among the nost powerful econouies
in iatln- Aneij-ca and restorE its tradition of econonic integration
$rith the United States and other western trade partners' The
dramatic success of more than one rnilti-on Cuban exiles in the u's'
testifies to the econornic potential of a free cuba. More than 20
percent of Cuban-American households have incones of $50,000 or
ioor.. The combined income of the Cuban- Arnerj.cans is larger than
the incone produced by lL mi]Iion cuban citizens under castrors
f"f :.iicaf tontrol . The percentage. of cubans in their peak
iroductivity'r age (15 to es yearsl is nearly twice that of Latin
imerica ana tie Cari.bbean ai a whole and Cuban educational
performance, as in the pre-castro period, compares favorably to
tth.r Latin American countries. castror s demise not only EaY
reEove a significaat thleat to security iu tbe weEteru lleEisPhere,
but also will qeaerate trenendous opportunities for the u's'
busiuess coumuuity aud al1ow Cuba to become the aDchor for a
stable aDdl ProsP€lous LatiD Arerica.

I[vestE€lrt oPpoltunities in Post-castro cuba

A post-castro cuba would provide significant investnent
oppo-rtunities. PotentiatLy attractive industries are as follows:

TelephoDe coBpany: In 1986, Cubars telephone system had 540.00o
line!. The 1988 fire at Havanars nain telephone exchange
destroyed half the telephone lines. Today the system cornprises
approximately 15o,ooo Iines. since cuba has not modernized its
tlieptrone syltem, it does not have advanced nobile communications
such as cellular comnunication. The gLobal trend recently has
been for national governnents to selt their public teLephone and
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telegraph companies. Australj-a, chi1e, Argentina, Mexico, Puerto
Rj.co, and Venezuela have their privatization process on the way.

selected Pub1ic works: The major public facilj.ties in this sector
include the 11 port facilities. 2oo merchant vesseLs and the
el-ectricity production facilities. National trade and conmerce
will be extremely important to the future of Cuba. For the
country to achieve its fulI potential it will reguire first-class
facilities. A ruodern merchant shipping fleet :nay be a direct
conplement to the port facilities used in shipping of products to
and fron cuba .

To reduce cuba's dependency on soviet oi1 and foster cash-based
trade arrangenents with neighboring countries, cuba is irnproving
its oil refining and shipping capacity. cubars first new refinery
sj.nce 1959 was opened at Santiago de Cuba in July L989, bringing
cubars total annual refinj.ng capacity to L3 nillion tons. A cuban
trade proposal , under consideration by Mexico, envisions Mexicors
use of a dormant, inefficient refinery in cienfuegos, cuba, in
exchange for a portion of the gasoline produced there.

The first tanker-barge built j.n cuba, with a capacity of 420 tons,
was launched this year at the Victoria de Giron shipyard in
cardenas. .cuba is geographicalLy well positioned for oi1 storage
and distribution to caribbean countries. cuba's oil production
target for 1990 was 3 mj.llion tons, barely offsetting Moscowrs
cutback in 1991, oil shipnents to 10 nillion, down from 13 loillion
in 1989.

Ai! IEaDsport: Cubana, the air lj.ne, operates from Havana's Jose
Martj. International Airport. Ho$rever, three other airports can
also handle internati.onal traffic: varadero, Holguin and
Santiago. cubana has routes to Brussels, Berlin, Madrid, Moscov/,
Paris, Prague, and Zurich j,n Europe. Routes j-n the Americas
include Jamaica, Trinidad, Barbados, Guyana, canada, Argentina,
Peru, Mexico. Panama and Nicaragua. Last November Cubana opened
routes to Ecuador and chi1e. several charters also operate to
Venezuel,a and Finland. cubana has domestic services to Santiago
de cuba, camaguey, Holguin, Tunas, Baracoa, Nicaro and Nueva
Gerona .

Due to cubars location, air transport wiLl always be a necessity
for cuba. Furthernore, air traffic wilL benefit from any econonic
expansj.on as trade and commerce expand. InternationaL passengers
into the island increased at an annual rate of I percent from 1985
to 1988. Together with LoT Potish Airlines, cubana j,s one of the
fastest growj-ng carriers and the most crowded in the vrorld. Its
year-round average load factor was 77.5 percent.

Havana is well-situated to serve as a hub
routes.

for Latin American-U. S.

TourisE: Approxj.mately 85 percent of the 225 tooo foreign visitors
to cuba in 1988 were from non-socialist countries, most notably
canada and Sweden. Bes j,des Havana, two other areas could be of
interest for tourism development: Varadero and cayo Largo.
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castrots repressive governnent has barely scratched the surface of
the island nation's revenue potential fron tourist trade. Cuba's
resort industry lured 250.0oo tourists and S2OO million in L99O.
By contrast, Jamaicars tourj-st trade earned S550 million during
the same period.

Cu.ba is ideal1y situated to capture a significaD.t sbare of the gz
billiou tourist tlade in tbe caribbean region. Howdver,
significant amounts of capital and the developnent of
service-oriented managernent skills that are anathema to coumand
econonj.es, will be required to upgrade cubars tourism facilities
to the position of that of its neighbors, Janaica and the
Dorninican Repub1ic, or even to vrhat cuba had before 1959.
Acguiring and upgrading existing facilities, vrhich are below the
standard of other Caribbean resorts, is a plausible investment
strategy for hotel chains or individuaL investors in a post-castro
cuba .

Agribusiness: Cuba is uDl.ikely to regain all of its 1958 sharb of
the U.s. sugar Earket. U.S. per capita sugar consumption declined
fron roughly 11,5 pounds in L960 to only 60 pounds in 1985 and U.S.
sugar production increased from 4 million tons to 7 nillion tons
during the same period. In ■958′  the UoS. purchased 3.2 mi■ ■lon
tons of sugar frotr Cuba, roughLy' the sane anount shipped to the
Soviet Union in 1990 but far nore than the present U.S. sugar
iuport quota of 1.1 roillion tons. Caribbean nations $rere allotted
a mere 440,000 ton share of the 1990 U.S. sugar market.

Cuba produces roughly 7 percent of world sugar and is the world's
largest exporter. Tobaico has traditionally been Cubars second
largest farm export. The L988-89 tobacco harvest netted 42,9OO
tons. Roughly 1,80,000 hectares of land devoted to citrus crops in
1988 yielded more than 530,000 tons, rnaking Cuba the fourth
largest exporter in the wor1d.

The U.s. systen of irnport quotas, which, for exarnple, has allowed
U.S. sugar producers to capture 90 percent of the U.S. market,
will represent a fornidable barrier to Cuban sugar producers
seeking to reestablish a significant share of the U.S. market.

Without a U.S.-Caribbean free trade regime that includes Cuba,
Cuban sugar producers v/ould not only have lower export earnings
but llould also be less willing to incur the high costs associated
with the production of fuel alcohol derived from sugar cane.
c1early, cuba-based producers of citrus crops, sugar, vegetables,
nickel , and seafood vi11 benefit from lower shipment costs
afforded by the nearby U.S. narket. Freight costs to ship cuban
raw sugar to New York are roughly hal_f as expensive as shipments
from Asian suppliersi U.S. citrus imports from Cuba r^rould cost
$150 less per ton than citrus imports fron BraziL. The volume of
cargo movements between Cuba and the U.S. LrouLd depend in large
measure on trade restrictions involving agrj,cultural goods.

trtiueral Resources: With estimated reserves of 19 ]niLlion netric
tons of nickel ore (consisting of 0.8 percent and 1.4 percent
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nickel content), cuba has the fourth largest nickel dePosits in
the world. Production fron refj.neries at Nicaro and Moa Bay
totalled 35,40o tons in 19a7. other rnineral deposits inc.Lude
copper mines at Matahanbre, which yield 3,o0O tons of copper
concentrate and chrome mines whj.ch yielded 37,o00 tons in 1985.

uedical Tecbtlologrli: Havana's chief investEent in the development
of rnedical technology is an S80 nil.lion center for Biotechnology
and cenetic Engj.neering established in 1985. Foreign sales of
cuban nedical products, such as Interferon, as vaccine for
neningococcus, and cancer treatment drugs, generated neu earnings
of 200 nillion pesos last year. Without significant inflows of
foreign capital supporting medical enterprises, sinj.lar to that
which helped create 500 pharmaceutical firns in pre-Castro cuba,
Havana will lack the resources needed to effectj.vely test,
develop, market, and distribute nedical technology.

U.S.-cuban T!ade:. The range and scope of U.S. trade with a free
Cuba will depend largely on the nature of political shifts in
Havana and the manner j.n which the caribbean region is
incorporated in to the North Anerican free trade regine envisioned
in President Bushrs Enterprise for the Americas Initiative.
In the absence of U.s. trade sanctions against cuba, U.S. firns
will find several areas, particularLy in product categories
sensitive to the cost-advantages of U.s.-cuba proxinity, lrhere
Cuba is a natural narket for U.S. goods. For example, U.S.
courpanies will have a distinct competitive advantage over other
western producers of: construction supplies; automotive partsi
herbicides; fertilizeri telecommunj.cations equipmenti nedical
products; steel , grai.n; and food processing eguipnent. Need for
upgraded telecommunlcations Iinks and air traffic betv/een Florida
and Cuba will increase as the reality of a political transition in
cuba demand.

U.S. flrus could be expecteal to replace Eost of tb6 trade
curleDt1y coEducted by U.S. subsidiaries abroad. Last year, Cuba
received goods worth nore than $300 :nillion from U.s. companies
based in Argentina, Britain, Switzerland, and other Western
nations. Products sold to Cuba by subsidiaries of U.S. firms in
the third worLd include:

agricultural pesticides
cement
construction supplies
engineering services
glass products
pharmaceuticaL products

telephone equipment
electrica] suppl i.es
medical- equipment
micro switches
power plant equip:nent

carpentry tools
compres sors
f erti-l izers
wheat flour

Tbe U.S. staDds to gaiD a significant share of cubaD-soviet trade.
cuban trade with the Soviet Union and East Europe, worth
approxirnately $12 bj.Il,ion annual-Iy, is now negotiated on a hard
currency basi,s. However, it ts still heavily subsj.dized and
involves connercially unsound transport arrangements and thus does
not reflect narket values.
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A conservative estimate of the U.S. share of the Cuban market in
the first year of renewed economic relations would be $1.3
bj.I1ion, or one-tlrird of the $4 billion in annual- cuban trade
turnover with western industrial and developing countries. The
percentage of this market captured by the U.s. will be deterurined
predotrj.nantly by: U.S. agricultural trade policy, the pace of
cubars political realignment with the West; and the ability of
U.s. businesses, partj-cularly producers of automobiles, tractors,
qrain and fertilizer, to penetrate the cuban market.

U.S. exporters of grain and foodstuffs would expect to capture
roughly 50 percent of the S500 rnillion cuban grain market.
conpetitj,ve advantages of proximity, price and quality over other
western firns could a1low U.S. producers to capture vj.rtually all
of cubars S150 nillion market in chernical goods, such as
fertilizers and pesticides as well as the $2oo roillion narket in
nedical suppl les.

Note: castrors governrnent is presently rron the roPesrr. No
Deasure of Dew foreigr iDvestment floE weste8D Private iavestors
caD change its 32-year lecord of ctraotic DaDage[eDt, raste of
valuable resources alrd oppressive social aud political behavior.
The castro regj,ners rigid cororfland economy cannot provide the
conditions for attractlng prj.vate capj.taL inflows and generating
long terlIl economic growth in Cuba.

cleally, Dulti[atiotra1s curreutly iD trade witb the castlo regilre
are taki[g serious 1ega1 aDd cotr,trelcial risks. The U.S. trade
embargo against cuba, implenented in 1953, forbids U.S.-Cuba trade
in virtually all product categorj.es. The recent federal grand
jury indictment of carqilL lnc. for its role in a 1988 sale of
cuban sugar to venezuela and noves by U.S. Iegislators to close
loopholes in the U.s. trade embargo against cuba have generated a
greater awareness of these risks within the U.S. business
community. tA 1975 Amendment to the 1963 cuban Assets control
Regulations aI1ows foreign subsidiaries of u.S. firms to trade
rrnon-strategicrr goods with cuba upon acquisition of a license.
Trade between cuba and U.S. subsidiaries abroad - totall'ing $332
million in 19891.

European, Japanese and other western firms trading with the castro
government are also jeopardizi-ng their access to a dynarnic,
;arket-oriented econony in post-castro cuba. A nerr, democratic
goverD.Eent iu cuba is likely to reject as, illegitinate aDy
coouerci.al allaEge[eDts betrreen foreign iDvestols and castrors
connunist Palty. castrors successors considering commercial
offers from foreign investors also can be expected to weigh the
record of trade arrangements providing valuable hard currency and
other economic assistance that helped sustain the castro regirne-
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