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I. Introduction


This study analyzes the Cuban economy’s historical tendency to depend on one industry for the majority of its revenues. In particular, it addresses the shift from sugar reliance to tourism dependence, drawing mostly on the 1992-1998 period. The short-term strategy of replacing sugar with tourism has failed to resolve the key problem of the Cuban economy: lack of diversification and over-reliance on one sector. The Cuban authorities’ inability to establish an adequate solution to the problem could have disastrous consequences for the Cuban economy and government.


Throughout history, the Cuban economy has depended heavily on one particular industry. For the better part of roughly 500 years, the sugar cane was this monocrop. Blessed with favorable soil conditions and aided by a large workforce, the island became one of the world’s leading sugar producers. During the colonial epoch, Spain imported the vast majority of the harvest. The situation continued during the dominance of first the United States and subsequently the Soviet Union over the island. The world powers established a quota system on Cuban sugar that yielded benefits for both buyer and seller, such as a guaranteed market for Cuba’s export and a political ally for the larger countries. 

However, this reliance on one particular crop proved calamitous at times. Natural disasters such as hurricanes and world market fluctuations like the Great Depression wreaked havoc on the country’s economy. The worst economic crisis in Cuban history, starting in 1991, has been largely due to dependence. With the fall of the Socialist bloc, Cuba lost valuable subsidies, its main trading partners, and with them an assured marked for the sugar output. The Gross Domestic Product fell, the foreign debt rose, and a sharp decline in living standards followed, creating a domino effect that has affected every area of Cuban daily life. This situation is discussed further in the second section.


The Cuban authorities, in a desperate attempt to remedy the situation and avoid a national disaster, have searched for alternative sources of income. A pair of industries, tourism and biotechnology, became the center of this policy of economic diversification. Since 1992, tourism has been the main recipient of the government’s attentions, and it has recently replaced sugar as the main industry of the Cuban economy. The third chapter centers around this new engine of the economy.

Although the recent rise of importance of the tourism industry has brought a considerable improvement in the nation’s economic situation, it has created various problems such as social unrest and intensified foreign control through joint capital investment ventures. The fourth chapter explores the industry shift and its consequences, focusing on the period from 1992 to 1998. These seven years have produced a structural shift for the nation and its economy, and deserve the bulk of the analysis.

Cuba is not the first country to be forced to adjust to a major change in global economic context. Neighboring Caribbean territories and countries such as Puerto Rico, Jamaica, the Dominican Republic, and the Windward Islands have experienced comparable situations, often emerging with favorable results. Economic diversification, in both a regional and a Cuban environment, is the topic of the fifth section of the study. This analysis will include agriculture and tourism, but will encompass other areas as well.

Chapter six provides the study’s conclusion: the Cuban government’s move to replace sugar with tourism has provided a short-term solution, but it has failed to resolve the problem of over-reliance on one industry. Recommendations drawn from similar cases finalize the thesis.

II. The Sugar Industry: Cuba’s “Old Reliable”


“Sin azúcar no hay país” 



Old Cuban Proverb


“Without sugar cane, there is no country” states an old Cuban axiom. For the better part of Cuba’s history, the sugar industry dominated the nation’s economic arena. The island’s ideal geographical and climatic conditions helped the crop become a Cuban symbol and the country’s principal source of income. The well-being of the economy was mostly judged by the sugar world market price and the annual harvest or zafra. 


As an integral component of the Spanish empire, Cuba was a colonial outpost devoted to the production of commodities for the benefit of the metropolis. Sugar and tobacco, highly demanded in Europe, became the focus of the Cuban economy. An enormous black population (600,000 slaves were brought to Cuba from 1800 to 1865) provided the labor force required for the industry.
 The combination of these factors allowed Cuba to produce 500,000 tons per year in the 1860s, approximately 25% of the world’s sugar production at the time.


After the 1898 Spanish-American War, Cuba gained independence from Spain. However, the American control of the island became increasingly apparent, especially in the economic arena. Most of the land and companies were United States-owned, putting Cuba once again in a colonial position. Sugar continued to be the main export, and production rose to outstanding levels. In fact, by the 1920s it was the world’s top producer. Half of its annual yield was purchased by the United States at a preferential rate, allowing for a secure market that paid considerably higher prices than those of the world market. By 1958, the nation’s 5 million tons accounted for 33% of the world production.
 At the end of the decade, yearly production stood at 5.36 million tons, most of which was imported to the United States. 

The economic relationship with the United States was scorned by many who deemed it imperialistic. Among those who shared that view was Fidel Castro. Upon seizing control of the Cuban capital on January 1, 1959, his government’s economic policy included diversification of the economy and nationalization of the 175 sugar refineries and factories.
 Castro’s sweeping nationalization effectively ended the U.S.-Cuba agreement, eliminating a secure market for 60% of the chief export. This proved to be a calculated step by Castro. His economic policy sought to diminish the island’s historical over-reliance on the crop and to focus on diversifying the economy. From 1920 until the revolution, sugar had accounted for 82% of Cuban exports, an astounding reliance on one sector for a predominantly export-based economy.

Ernesto “Che” Guevara, an Argentine physician who fought alongside Castro during the struggle, was chosen to establish the economic policy. He concocted a four-year plan to diversify and industrialize the economy. Plagued by the deficiency of raw materials, the industrialization process did not develop successfully. The U.S. economic embargo, imposed incrementally from 1962 onwards, closed the doors to American companies who used to supply Cuba these raw materials, forcing the island to depend on the Socialist bloc for such matters.
 In addition, the exhaustion of stockpiled foodstuffs and foreign exchange reserves prevented the successful implementation of the agricultural diversification plans. The country needed revenue, and the fastest way to obtain it was by exploiting the sugar industry. 

The government and the Soviet Bloc engaged in an economic relationship that, much like the previous one with United States, was based on subsidies, quotas, and preferential treatment. The Soviet Union and its allies quickly replaced Washington as the main purchasers of sugar, providing in exchange much-needed oil among other commodities. As the United States and its “Sugar Act” had for the previous six decades, the Council for Mutual Economic Assistance (COMECON) subsidized Cuban sugar for thirty years, maintaining the relationship between sugar cane and economic well-being.


By 1963, the mediocre results of agricultural diversification forced the island to prioritize sugar. Reality and world conditions, thus, forced Castro to reverse his stance. Improvements were made in the strategic planning of the harvest to yield improved results, an essential element in the forward-thinking nature of the economic authorities at the time, producing considerable results. However, they were partly offset by the infamous fiasco of 1970.


The government proclaimed a target goal of 10 million tons for the 1970 harvest. Due mainly to Castro’s lack of economic understanding and a desire to amaze the world with the Socialist Revolution’s achievements, the impossible quest became an obsession. This unrealistic expectation caused significant damage to the economy. Although a record 8.5 million tons were produced, the harvest season was extended greatly, workers were drawn from other areas (hurting those sectors), and the over-cultivation harmed subsequent zafras.
 It is noteworthy that never again did Cuba come close to equaling the 1970 harvest.


The following decade brought considerable improvements in technology which helped the nation produce an average of 6.24 million tons during the 1970s, although with prolonged harvest seasons.
 The nation experienced an economic boom at this time that continued until the 1980s, corresponding to a growth in sugar production. Vast technological improvements were also evident, as the percentage of sugar harvested by machinery rose from 25% in1975 to 67% in 1988.
 Until the crisis years explained later, average production hovered around the 7.7 million ton mark throughout the 1980s, maintaining Cuba among the world leaders in the industry.


The 1990s commenced well for the industry, as production neared the 7 million mark, close to the previous decade’s figures.
 However, machinery deterioration, falling world prices, climatic conditions, lack of a domestic market, and the loss of trading partners soon drove the economy into a tailspin and the worst economic crisis since the 1920s Great Depression. Although Cuba had been the world’s largest producer of sugar, it had not been, and is not, very efficient. Old equipment started to break down, and the lack of hard currency prevented the government from obtaining the necessary replacement parts. This, however, was only the beginning of Cuba’s problems.


The 1991 crop became a nightmarish incident for the government. Fresh off a 7 million ton harvest the year before, an even higher output was expected. However, the Soviet Union’s own problems delayed the shipment of fertilizers, causing the harvest season to start almost two months behind schedule. Once the season began, heavy rains and lack of energy caused severe losses, culminating in a production of roughly 7 million tons.
 The harvest, furthermore, faced export difficulties, as the fall of the Socialist bloc had debilitated the purchasing power of Cuba’s main economic partner. Along with the Soviet Union, the bloc accounted for 84% of Cuba’s international trade—an astounding dependence.


Had this been the sole problem of Cuba in 1991, the island would have been spared the deadliest blow. However, the true coup de grace came on December 27, when the Soviet Union ceased to exist, and with it Cuba’s preferential treatment and secure markets collapsed. With one swift blow, ninety-three years of sugar subsidizing ended, and the industry faced an alien situation it has not yet resolved.


The relevance of this development cannot be underestimated. Without a secure buyer for its sugar and with the U.S. embargo still in force, Cuba was now faced with the need to locate new trading partners, who, even once found, would not pay the preferential rate the island had been receiving for the last century. Cuba, thus, would not only produce less sugar, but would also receive less revenue for it. 


Cuba’s problems are quite evident and varied. Not only are current harvests smaller than in previous years, but the income gained from the export production has diminished considerably. A combination of climatic conditions, lack of fuel and spare parts for its machinery, loss of subsidies, decrease in world market prices, and unproductive agricultural prices have severely crippled the once almighty industry. Cuba’s over reliance on it has sent the economy, and therefore the entire country, into a crisis.
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Figure A: Sugar Harvest and Export Production, 1991-1997

Sources: Economist Intelligence Unit, Country Profile on Cuba, 1996/7, 1997/8, and 1998/9 eds.


 The harvest has shrunk since 1992, bottoming out in 1995 with 3.5 million tons.
 The totals, the lowest in Cuban history, are a far cry from the years before Castro’s revolution, and the record-breaking outputs of the 1970s and 1980s. For an economy heavily dependent on a monocrop, such an alarming drop is bound to create shockwaves through the entire nation. It is relevant to note that, as was the case in 1970, the output of 1992 was partly due to the cultivation of cane destined for the 1993 harvest. Therefore, the somewhat impressive 1992 yield served to harm subsequent campaigns, as seen above. Immediate gains were obtained at the cost of the mortgaging of the future.

Though the zafra improved somewhat to 4.5 million tons in 1996 and 4.3 in 1997, the damage had been done as Cubans experienced a dramatic drop in living conditions. Cuban pride was also harmed, as the country ceased to be the main player in the sugar world market.


Lack of hard currency, a result of the drop in production and world prices, has also decreased worker morale. Juan Tomás Sánchez writes that “a total absence at the individual level of any economic incentive to grow or harvest sugar cane for one’s self or for the state” has contributed to the decreasing harvests.
 While his analysis intertwines political elements that are not the topic of this study, his opinions are well-grounded. The Cuban government, in times of economic crisis, does not have the capability of motivating thousands of hundreds of workers to save the industry. The 1970 campaign was able to draw workers from other sectors of the economy. A similar campaign, if waged at the present, would not yield such results. 

The lack of economic motivation is staggering; pay averaged 16 cents a day in 1996. In comparison, 1958 wages (adjusted for present value) were around 4 USD daily.
 Under the Socialist system, and with the disappearance of the trading partners, the salary has decreased 96%, an astonishing figure. In addition, the industry also lacks attractiveness in the black market. A farmer might be able to sell chickens or pork in the underground economy, but obtaining the equivalent remuneration through the sale of sugar is impossible. Not only is the export sector limited by trading partners and market prices, but the domestic one is non-existent.


Production costs are also higher than the world average due to low worker morale and outdated equipment. For example, world market prices in 1993 averaged 10 cents a pound, but Cuba’s costs are usually higher.
 If the production cost is higher than the obtained revenue, the more sugar is produced the more money is lost. The industry, thus, is not competitive in a free market system. In order to remedy the situation, however, Cuba needs to improve its infrastructure and machinery—a task hindered by the lack of hard currency.

Figure B: Gross Income Generated by Sugar Export

(in millions of USD)
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Source: The Economist Intelligence Unit, Country Profile on Cuba 1997-8 and 1998-9 eds.

The income generated by the industry, and its percentage of GDP, have experienced severe reductions. These monies shrunk in half, from USD 1.243 billion in 1992, to USD 600 million in 1994, a staggering decrease. Although the figure had improved to USD 845 million in 1997, it is still far from pre-crisis numbers.

 
Such an impressive drop in export income is partly due to world market fluctuations. Without preferential treatment, Cuba has had to sell its product at this rate, which has varied wildly in the past few years. The price per ton has diminished significantly in recent years, and does not seem poised for notable increases in 1999.

Figure C: World Market Sugar Prices, 1995-1998

(USD per ton)
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Source: Cuba News, July 1998 and Cuba Monthly Economic Report, October 1998

For a nation that has historically depended on a monocrop, these particular indicators showcase the effect of the economic crisis on the country, further exacerbated by its relatively suddenness. It is important to note, however, that Cuba would be unwise to attempt  to produce the legendary 7 million tons outputs of its past. The world market price has dropped precipitously in recent years. Three years ago, a ton of sugar commanded USD 320; in 1997, the figure decreased to USD 240 per ton.
 The current year has seen the commodity fall from USD 180 per ton in April to USD 157 per ton in October.
 In addition, Cuban sugar would compete in an already crowded marketplace, as the world will produce 128 million tons in 1999, with China, India, and South Africa the main players.
 The main concern, therefore, should not be volume, but economic profitability. Due to market fluctuations, Cuba could produce a smaller amount that it did in the past and still obtain economic rewards.

Along with the fall in world prices, the other cause of the diminished income has been the loss of Soviet subsidies. Since 1992, when Russia started its dollar accord with Cuba, Moscow has paid an average of 9 cents per pound.
 This price is only 25% of the figure the Soviet Union provided Cuba during their relationship. Although the 1992 crop was close to its 1991 counterpart, the revenue decreased by 66%, an incredible one-year difference. Therefore, Cuba would have to produce three times as much sugar in order to obtain the same amount of revenue from Russia. Not only is this impossible, since Cuba’s production has not increased but decreased, but the pact does not have a guarantee as it used to in the past. 


Oil, another integral part of the defunct trade relationship, has also been in short supply. On average throughout their three-decade relationship, the USSR traded 7 tons of oil for one of sugar; the 1992 figures stood at 1.7 tons of Russian oil per ton of sugar. Cuba needs to produce more sugar to make up for lost revenue, but needs oil to accomplish this goal. However, it needs sugar to obtain the oil. A vicious cycle has thus developed, further intensifying the crisis. In order to finance these expenditures, Cuba has mortgaged portions of its future sugar output. The industry’s gross revenue for 1998, for example, is expected to hover around 800 million USD, but loan repayments will absorb 33% of the total. From 1996 until the present, actual gross figures of the sugar-produced revenue after loan repayments are 30-35% less than the reported gross revenue.


This practice, however, may still have its benefits. Technological and transportation improvements may increase production levels in the following years. However, this augmentation in harvest yields will be destined mainly to export. Therefore, the procurement of new trading partners and the stability of world sugar prices are necessary in order for the sugar industry to maintain its former status.


Preliminary figures for 1998 point to another mediocre year, with a projected harvest of 3.2 million tons that might yield even less due to Hurricane Georges’ passing.
 The severe drought that affected the nation in the first semester of the year, coupled with the damage caused by the hurricane in October, deserve part of the blame for the low output. It is expected that the ruined cane will not recover in time for the next zafra, which is estimated by non-government sources to be 2.7 million tons.

However, the government has recently unveiled a new slogan for the next century, “Don’t forget that sugar comes first.”
 As a cornerstone of the nation’s economy, and the source of employment for 460,000 people, the industry deserves a thorough and efficient strategic development plan in order to provide adequate results in the next years.
 Three key problems still remain: decreased and uneven production, loss of a subsidized secure market, and capital shortage affecting machinery deterioration. Their relationship to other sectors of the economy are discussed in the fourth chapter, regional comparisons are included in the fifth one, and possible solutions are discussed in the closing chapter.

III. The Tourism Sector, New Engine of the Cuban Economy

“Tourism is the heart of the economy”



Vice President Carlos Lage


Cuba’s ongoing crisis has prompted criticism and re-evaluation of its economic policies. The authorities, desperate to earn foreign exchange, have turned to tourism, the world’s leading industry. International tourism worldwide accounted for USD 393 billion in 1996, and estimates point to a figure of USD 527 billion by the end of the millennium.
 With such high stakes, it is not surprising that Cuba has set its sights on becoming a main player in the industry.


Cuban tourism, however, is hardly new. The industry was a leading source of income for the republic during the first half of this century, as United States citizens transformed the island into their favorite weekend escapade. During the Batista years, fully-booked hotels and nightclubs were a staple of Havana. In 1957, roughly 350,000 foreigners visited the island, accounting for 30% of Caribbean traffic.
 The industry produced 62 million pesos in gross revenues, surpassing tobacco’s earnings, and was the second leading source of income behind sugar. 
  Unfortunately, rampant gambling and prostitution were also popular, creating a negative atmosphere in some aspects of Cuban daily life. The Mafia, government corruption, and tourism became intertwined, and Cuban society was further fragmented into the “haves” and “have nots.”


Upon taking power in 1959, Fidel Castro deemed tourism unnecessary and detrimental to the socialist society his revolution aspired to create. His nationalization of most U.S. properties, including hotels and casinos, prompted Washington’s subsequent embargo and prohibition of U.S. travel to Cuba except for the academic and journalistic sectors.  U.S.-Cuban tourism, which accounted for a very large percentage of the overall industry, was thus eliminated. The industry was rapidly dismantled, partly in favor of the development of industries that, the government argued, would create a more egalitarian Cuban society based on socialism.


By the mid-1970s, however, the government realized that tourism was an outstanding source of hard currency. Despite its inconveniences, the pros seemed to outweigh the cons. The rebirth of the tourism industry was thus initiated. A marked increase in visitors was triggered by the activation of the National Institute of Tourism and the new Foreign Investment Laws. 

The 1976 creation of the National Institute of Tourism (Intur) prepared the country’s resources for a return to the international tourism market. Intur proved to be instrumental in the early stages, and the institute eventually became the Ministry of Tourism, currently headed by Osmany Cienfuegos. Since Cuba’s treasury was in poor condition, the government had to resort to foreign investment to foment the industry. A joint venture Decree, Number 50, was enacted in 1982 to attract foreign investors to the industry. The foreign investment law set the base for the development of the industry, but the restrictions placed on foreign investment resulted in insufficient international interest. Since the island’s economy was mostly Soviet-subsidized, it did not need to foment tourism to its fullest, a situation that changed with the disintegration of the Soviet Union.

The impact of Decree 50 proved to be immediate. Foreign visitors increased from 78,000 in 1980 to 149,000 in 1986—low by pre-revolution standards, but considerably higher than post-Castro figures.
 Western countries, especially Germany, Spain, Mexico, Italy, and Canada discovered the island as a pristine and somewhat virgin Caribbean paradise. The authorities’ moderately strong emphasis on tourism fueled this growth, which was only the beginning of the industry’s expansion. With the fall of the Soviet bloc and the subsequent complications of the sugar industry, the government turned toward tourism even more vigorously, giving it top priority in economic policy. This event, occurring in the early 1990s, has incited the island to place very strong emphasis on the industry.


In 1992, Decree 50 was superceded by a new investment law. Among other key elements, the revision allowed for the transfer of state property to joint ventures with foreign capital, freedom to hire foreign management, and state insurance covering losses from several causes. With the relaxation of these foreign investment regulations—which allowed companies to make larger profits in their Cuban operations—investment grew, infrastructure improved, and the volume of visitors increased exponentially. The policy, thus, differed from the earlier one, as tourism was fully exploited in order to compensate for the loss of Soviet subsidies. The industry ceased to be a complementary portion of the economy and became its engine.

Figure D: Annual Tourist Total and Growth Percentage, 1992-2007
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Sources: Economist Intelligence Unit, Country Profile on Cuba 1997-8 & 1998-9; Reuters Online News Service,  Cuba News.  1999-2007 figures are government estimates.

Tourists arrivals to Cuba have skyrocketed since 1992, and show no signs of a decrease. The million-visitor mark was surpassed in 1996, a 35% increase from the previous year. Since then, both government and international forecasters have stated lofty future goals, such as 2.5 million people by 2000 and 7.5 million visitors by 2007. 

It is important to note these figures do not represent the possible American tourists that Cuba would attract were the embargo lifted. The United States accounts for 60% of Caribbean tourism, but the U.S. tourist presence in Cuba is forbidden by the embargo.
 Cuban economists Jorge Mario Sánchez and Omar Everleny Pérez told the author that the Cuban capture of a quarter of U.S. visitors to the Caribbean would yield an additional three million tourists annually.
 Weekend getaways, spring break trips by college students, and the highly lucrative sea cruise business–staples of American vacationers–would all become substantial elements of the Cuban industry, considerably boosting the expected figures.

Even without these additional visitors, the Cuban tourism industry has expanded at a remarkable pace, and seems poised to continued this pattern of growth. Since 1990 Cuban tourism has grown by an average of 19.6% annually, the highest of any Caribbean country. Cuba’s percentage of Caribbean tourism has also grown substantially, as demonstrated below.

Figure E: Caribbean Tourism Totals and Cuban Percentage, 1995-2007
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Source: Nicolás Crespo, and Santos Negrón Díaz,. “Cuban Tourism in 2007: Economic Impact,” Cuba in Transition Volume 7, ASCE (1997).


Cuba’s recent performance is impressive, especially when one takes into consideration that the industry was dormant for the first two decades of the Castro rule. Its infrastructure and hotel management skills, thus, lagged behind its fellow Caribbean nations. The island’s situation compares satisfactorily with its neighboring countries, as Cuba drew 1.2 million visitors in 1997, roughly the same amount as Jamaica.
 However, average vacationers in Cuba tend to spend more on the visit than do visitors to Jamaica (USD 1,467 vs. USD 949).
 For tourism to mature and prosper as the main economic activity, the average expenditure should continue to increase. Future figures until the year 2007 seem to maintain Cuba as a main player, if not the leader, in Caribbean tourism.

Although the U.S. embargo has robbed the island of its largest and most convenient client,  Europe and Canada have proven strong markets for the tourism product. Europeans alone account for 52% of the total amount of visitors.
 Canadians and Italians currently top the list of tourists; from January to September 1998, 144,000 Canadians and 108,000 Italians had visited the island.
 Germans and Spaniards follow closely; Germans alone have reported a 58% increase in a mere year.
 Japanese tourists have also increased sharply in volume. 

These visitors have also increased their gross expenditures, from USD 783 per person in 1992 to USD 1,467 in 1997, almost a twofold increase in a very short time span.
 These monies are not only  being captured by the government, but also by the booming self-employment sectors discussed later, and linked industries such as construction. However, the main recipient is still the state, a situation unlikely to change in the near future.


Tourism has provided the Castro government with a sensational source of income, even after the foreign investment and import costs are subtracted from the gross receipts. The following figure presents the gross and net earnings of the industry for the 1992-1997 period.
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Figure F: Tourism Gross and Net Revenues, 1992-2007 

Sources: Economist Intelligence Unit, Country Profile on Cuba, 1997-8 and 1998-9 editions.


The data above calculates current net earnings to be 30% of gross revenues. Such a figure is used by both Cuban economists and news sources.
  Vice President Carlos Lage—whose regard of tourism as the heart of the economy officially placed the industry atop the government’s economic priorities—has also gone on the record to confirm costs account for 70 % of revenues.
 Yet despite the leakage of seven-tenths of the gross revenues, tourism’s earnings have become the economy’s chief source of income.
 

In 1993, the industry matched sugar’s gross earnings, and has since then surpassed them by a wide margin. A comparison between the two industries’ net revenues is difficult, given the government’s reluctance to publish such figures. Nonetheless, net earnings from tourism are roughly 30% of its gross revenues. If the present ratio were to continue, Cuba would receive USD 900 million in 2000 and USD 2.25 billion in 2007 in net revenues from the industry, further solidifying its top spot in the economy.
 As the figure in the next page demonstrates, the industry’s share of the GDP has also grown significantly in recent years.

Figure G: Tourism Income Percentage of GDP, 1992-1997
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Source: Economist Intelligence Unit,  Country Profile on Cuba, 1998-9 ed.

Tourism now accounts for 130,000 jobs, considerably improving the island’s unemployment and underemployment problems.
 Not only have hotels offered full-time and part-time jobs, but the industry has also indirectly created a wide variety of employment opportunities. Tourism Vice Minister Eduardo Rodríguez claimed the increase in visitors "reactivated industries linked to tourism".
 It is common for tourists to travel in taxis driven by surgeons or dine at private restaurants (paladares) operated by engineers, who complement their official salaries through the offering of services. (This practice has also resulted in unwanted side effects, examined in the next chapter.)


These new jobs in construction, among other areas, have yielded immediate results. From a paltry 18,662 hotel rooms in 1992, the government has constructed an additional 25,000 in a few years, planning to achieve the 50,000 mark for the year 2000.
 Although the goal for the end of the millennium is freely mentioned by the government, economists regard it as too optimistic. In an interview with the author, Cuban economist Pedro Monreal set the probable figure to 42,500.
 

Despite the lofty goals that might not be achieved, it must be mentioned that Cuba has done an exceptional job to accommodate a growing number of tourists. Its total number of hotel rooms is now second in the Caribbean (behind Puerto Rico), and construction plans are on the rise for the next several years, as the graphic below demonstrates.  

Figure H: Number of Hotel Rooms in Cuba, 1992-2007
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Source: Nicolás Crespo and Santos Negrón Díaz, “Cuban Tourism in 2007: Economic Impact,” Cuba in Transition, Volume 7, ASCE (1997), and author’s personal interview with Dr. Pedro Monreal.

At the present juncture, the tourism industry remains Cuba’s leading revenue producer. As a result, it enjoys the government’s undivided attention and support. Despite Hurricane Georges’ recent damages, the sector seems poised to surpass 1997’s figure of 1.2 million visitors, but probably will not reach the 1.43 million estimate. In contrast to the sugar harvest, tourism’s infrastructure and output have not suffered substantial damages. Therefore, not only will the revenue approach estimates, but it will dwarf the severely harmed sugar earnings. The result, thus, will further reinforce tourism’s role as the main moneymaker of the Cuban economy.

In fact, the future of the tourism industry seems quite bright, even in the eyes of international observers. Ignacio Vasallo, Secretary of the World Tourist Organization, argues that “Cuba could be the leading tourist destination in the Caribbean,” and that its tourism growth rate could at least double the world pace.
 Cuba does enjoy certain advantages over its Caribbean neighbors, as decades of neglect of tourism have preserved a majority of the natural sites. At the same time, though, 65% of the tourism sites are concentrated in either Havana or Varadero Beach, consolidating the industry on two regions of the island.
 A better effort to diversify additional tourism sites would produce more opportunities for development and additional revenue.

In closing, Cuba’s tourism industry has come a long way from the 1960s and 1970s, when the industry laid dormant. Its remarkable success, coupled with the woes that plague the sugar industry, have transformed it into the nation’s leading economic activity. Both the number of tourists and the total figures of available rooms have been on the rise for the past decade, and this growth will accelerate in the upcoming years. 

However, the government’s over-reliance on this area could be problematic, as Cuban history has shown. The next chapter examines the shift in importance of both sugar and tourism, discussing several problems that have arisen, and others that could very possibly arise if the present trend of over-dependence on one economic activity persists.

IV. Shift and Consequences


“Even with the drop in sugar production, our economy is growing, something that was not a traditional characteristic of the Cuban economy.” 



 Cuban Minister of Economy José Luis Rodríguez, 1998


The Cuban economy’s change of focus has proven to be both advantageous and disadvantageous, depending on the viewpoint and the area studied. This section investigates the positive and negative aspects of the shift for both the sugar and the tourism sectors. The graph below illustrates the change in economic importance of both industries. Though there is not yet as heavy dependence on tourism as there was on sugar in the past, the trend is moving toward excessive reliance on tourism.
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Sugar cane’s diminishing returns can be attributed in part to the repayment of international loans. As mentioned in the second chapter, these monies became necessary when the Soviet subsidies decreased sharply in the late 1980s and ceased abruptly in the early 1990s. Since 1996, the Cuban government has mortgaged portions of its future sugar output in order to procure credit to improve its infrastructure. These loan repayments will comprise 33% of the 1998 export earnings, as has been the case for three straight years.
 Such a policy might sacrifice present results, but may yield great gains in the future—though there is no guarantee. It is, however, a welcome change from the late 1960s practice that sacrificed future crops for immediate results. 


Sugar’s fall from the top of the economic agenda has come at a time when world market prices are quite low.
 The loss of subsidies, machinery deterioration, and climatic conditions have reduced Cuba’s sugar production from 8.12 million tons in 1989 (the last year before the reduction of Soviet subsidies) to an average of 3.9 tons in the 1993-98 period.
  In addition, each ton has been produced at a net loss. This reduced quantity is still unprofitable, since it is not economically profitable to produce more sugar than it presently does.

While the numbers may tell one side of the story, the human resources stress another. The sugar cane sector employs 460,000 workers, a large portion of the island’s population, especially in the rural municipalities where sugar mills are the only means of employment.
  The sharp decrease in sugar demand and production has resulted in thousands of Cubans being unemployed or underemployed for a considerable portion of the year. In order to be efficient, the ministry would need to shut down a third of the 156 mills.
 However, some rural municipalities base their entire economic life on the sugar industry. While the government might be able to survive without the additional production, these people could not. The continued reduction or whole elimination of their production would transform them into ghost towns, much like the Western U.S. states after the Gold Rush. 

Even those who continue laboring on the sector produce losses for the state. Costs per ton exceed revenues by a margin of USD 100 (330 v. 230).
 With the machinery deterioration and the falling world market prices, the industry is quickly becoming highly unprofitable. How much longer the government allows the pattern to continue depends mainly on the availability of alternate sources of employment for the almost half a million sugar workers. The industry, thus, remains the government’s way to subsidize employment for a sizable, politically sensitive portion of the population.

In an interview with the author, Cuban economist Pedro Monreal asserted that the industry would better off without some of these workers.
 The lack of alternate employment, however,  prevents the country from downsizing the payroll. This has, in turn, decreased the attractiveness of the sector to foreign investors, perpetuating the vicious cycle. Since the Cuban Revolution sought (and to some degree, achieved) equality for its citizens, the failure to provide adequate means of employment for such a large amount of Cubans would be an embarrassing and painful step backwards, leading to social unrest, and perhaps even protests.

A portion of these sugar workers, in need of a living, have started to flock to urban centers such as Havana. In the 1960s and 1970s, Cuban authorities had been able to partially alleviate the cities’ severe housing shortage, mostly through the development of rural employment and housing opportunities. Before the Castro era, the capital absorbed 52% of internal migration; during the Revolution, the figure dwindled to 12%.
 The government, thus, had been able to curtail a problem that has long plagued the Caribbean. With the diminishing wages, however, many people lack incentives to remain in the countryside. Movement to Havana not only taxes the infrastructure of the old city, but also swamps the labor market.


Tourism’s rise to prominence has lured some of these workers into the lucrative industry’s workforce, which now exceeds 130,000 people.
 The sector has created three categories of employment, as follows. (Direct employment is defined as those jobs created in the free trade zones, but tourism has yet to create posts in such areas.) Joint-venture and state enterprise hotels comprise the first type of employment. The so-called trabajadores por cuenta propia (self-employed workers), authorized in 1993 by the government in an effort to ease the unemployment burden and to take advantage of the tourism boom, are split between the legal and illegal varieties. A family might own a restaurant or paladar, but a surgeon may not offer taxi services using his/her car. This last divergence has resulted in blatant injustices and surreal discrepancies in earnings.

 The wage difference is staggering; whereas a sugar worker might earn 16 cents a day, a private taxi driver might get 3 USD for an hour’s work.
 This lopsided ratio has drawn workers from various industries as well. Doctors, engineers, and teachers have left their jobs for posts such as luggage handlers and bartenders. A 1993 study of the composition of the Sol Palmeras hotel revealed that a quarter of the employees has post-graduate degrees.
 In the neighboring Meliá Varadero, 75% of the workers have a college education.
 Dr. Soraya Castro, during a recent interview with the author, stated that “the upside down social pyramid damages Cuban dignity, creating an adverse psychological effect.”
 Idealism and dignity often take second billing to the prospect of earning a somewhat decent living. Professionals are obviously upset, but do not see a change in the near future. As a result, those with higher education are faced with two choices: joining the service workforce and complementing their salary, or abstaining from it and experiencing economic hardship. 


While the situation is harmful for the professional sector, it is creating absolute havoc for the younger generation. Not having experienced the chaotic and violent years of the Batista regime, it has grown disenchanted with the Revolution. Castro’s failures are quite apparent to Cubans under 30 years old, whose materialistic appetites have been whetted by the influx of tourists. Economists Jorge Mario Sánchez and Omar Everleny Pérez, in a joint interview with the author, stated that “12 to 17 year-olds do not want to attend college, and current university students are split between those who want to pursue their education and those who would rather earn money in tourism.”
 In addition, an alternate source of income for Cuban youth is prostitution, a widespread practice in the Batista years and, until recently, virtually eliminated by Castro’s Revolution.


Soraya Castro confirmed that tourism schools are currently the most-sought after educational institutions in the island, undoubtedly due to their immediate financial rewards. Today’s Cuban youth is pragmatic, as evident in the 1996 Movie Azúcar Amarga.
 (It is relevant to note that the film was produced by exiles with a vigorous anti-Castro agenda.) Gustavo, a young Communist, falls in love with a young woman who turns to prostitution to survive. Tourism’s pros and cons are visibly present throughout the movie, affording the viewer the opportunity to decide whether the industry reaps enough fruits for the troubles it causes. Gustavo’s idealism and enthusiasm for Castro’s revolution soon disappear as he realizes the true source of economic prowess in the 1990s Cuba. The couple’s troubled relationship mirrors that of many present-day Cubans, who resort to such methods to earn enough money to survive.


Castro targeted the prostitution industry in the early years of the Revolution as one of the social ills his government would eliminate. To a large degree, it was successfully expunged from Cuban society. Nowadays, a tourist can hardly walk a block without being subject to numerous offers, from both male and female suitors. While the practice is not regarded highly by the traditional Cuban society, there is a consensus that those who engage in it do so in order to survive. In contemporary Cuba, survival is sought through any means—even the sex business. However, this has also created resentment among some Cubans, who believe that just like the best beaches and resources are reserved for tourists, so are some of the best-looking people, who are set aside for cash-paying tourists. 


Other industries, such as privately-owned restaurants (paladares), have experienced great growth since their inception. With the increase in tourist arrivals, more visitors are turning towards these self-employment sources for cheaper lodging and meals. Only certain industries are permitted this kind of self-employment, and these are closely monitored by the government. These services are heavily taxed by the state, in some cases with a 33% rate. Despite Castro’s decades-old disapproval of capitalistic ventures, his government has acquiesced to such reforms, if only because they provide hard earnings for the government and employment opportunities for the Cuban people, who would otherwise voice their social discontent.


A portion of the tourist workers, especially those employed by hotels, earn astronomical salaries (by Cuban standards). In addition, they may earn dollars via tips. Even after heavy taxation by the state, their remuneration far exceeds that of government workers. A waitress, for example, might earn 80 USD on tips a night. While these earnings are taxed somewhat, it is often difficult for the government to track actual earnings. As a result, her actual remuneration might dwarf that of other salaried employers who have less interaction with the tourists, and are not as well-off. A cook might serve the entire hotel, but hardly ever get tips from the visitors. Such a situation prolongs the further bifurcation of the Cuban economy into the “haves” and “have nots.”


The true losers in this game, however, are the state workers who earn salaries in the weaker national currency and lack access to tips. This has been the cause of social unrest and discontent in the island, as those who work for the state regard themselves as true revolutionaries but are economically worse off. The emergence of a dual society in Cuban socioeconomic life has caused severe dilemmas for an authoritarian government that resists capitalistic and market-oriented reforms. The 1993 legalization of the U.S. dollar might have lowered the black market exchange rate, but has nonetheless affected Cuban morale and worker satisfaction. Monreal has attested to the government’s recognition that socioeconomic reforms must go further.
 


Despite the glaring differences between those who earn dollars and those who earn pesos, both nonetheless remain Cubans, and as a result subject to tourism apartheid. The island’s best locations and resources are being destined to the tourism industry, creating profound resentment among Cubans. Such a situation is a blatant return to the Batista days, when Havana’s booming nightlife was controlled by foreigners, the mafia, and high government officials. Cubans were, and now once again are, routinely barred from such premises, making them second-class citizens in their own homeland. 

Bitter Sugar demonstrates the situation quite realistically, as the young Communist is prevented from visiting the nightclub his prostitute girlfriend frequents on the basis that he is not a foreigner. While being forcefully removed by government officials, he is scornfully asked “That Italian just opened another store in the hotel. What have you done for the Revolution?” His predicament mirrors that of millions of Cubans whose lifelong sacrifices for the sake of the Revolution are now mocked or simply ignored. 

Membership in  the recently reopened “Club Habana,” known as the Elite Biltmore Club to those alive in the pre-revolutionary days, is only open to foreigners, and the club charges USD 150 for monthly membership.
 Cubans may use the facilities only as guests of these foreign members.  While a vast majority understands the economic advantages of the tourism industry, it cannot help but be frustrated, angry, and/or disappointed with the government for selling out one of the Revolution’s main accomplishments—equality.

Despite the serious difficulties and problems, the Cuban government has chosen to place tourism in a privileged position within its economic structure. The social malaise created by these reforms is quite evident, and will play a key role in the authorities’ decision to maintain, expand, or curtail the policies in the near future. While the policies  have injected some much-needed hard currency into the Cuban economy, boosting the GDP and financial outlook of the island, they have nonetheless maintained the centuries-old over-dependence on a sole sector of economy.

The resolution to allow the trend to continue places a higher degree of importance on present development than on future growth. Cuba’s Caribbean neighbors have experienced similar situations, in many cases with agricultural monocrop dependence or reliance on tourism. Their examples are illustrated in the following chapter. 

V. Economic Diversification


“Growth and development in the Caribbean will not be easy. Some doors are narrowing for the region…others are opening. The new doors must open faster than the old ones close if the region is to avoid a spiral of stagnation and social instability and to grow fast enough to reduce poverty.”

World Bank economist Steven Webb


The present age of globalization and free trade has placed significant importance on economic diversification. Caribbean countries have long relied on subsidies and quotas for their products—a situation that has begun to change, and will accelerate once the Lomé IV agreement, through with the region enjoys preferential treatment from the European Union, ends and the proposed Free Trade Area of the Americas commences. Without preferential treatment for their commodities, the income generated by the exports will diminish considerably, damaging their fragile economies. This chapter examines the topic, dividing its analysis between Caribbean regional comparisons and Cuba’s need for economic diversification.

Regional Comparisons

Cuba is not the only country in the Caribbean suffering from the shift in world trade and aid patterns.  The rest of the region, long subsidized by world powers and dependent on monoculture economies, is also facing formidable challenges. Recent years have brought a sharp decrease in foreign aid and a staggering reduction in subsidies from more-developed countries, mostly due to the end of the Cold War and decreased international interest in the area. For years, many Caribbean nations enjoyed economic advantages stemming from preferential treatment by world powers, especially the members of the European Union. In order to survive in an environment that promotes free trade and tariff elimination (such as that championed by the future Free Trade Area of the Americas), the region must improve its economic competitiveness. Despite the divergent reasons for the countries’ woes, the need for diversification is present in each nation.

The inflow of economic assistance to the Caribbean has diminished considerably; net flows have decreased from USD 1.4 billion in 1982 to USD 341 million in 1994.
 The loss of these monies could damage the already-fragile economies and threaten democracy’s foothold in the region. Integration through trade and investment is in the best political, social, and economic interests of the Caribbean.

As discussed in earlier chapters, tourism has cemented its place as the top global industry, a situation quite evident in the Caribbean. Of the fourteen CARICOM member countries, tourism is the main or second most important revenue earner of eleven nations.
 As a whole, the region earned USD 12 billion in 1993 from the industry, providing direct employment for 216,000 workers and indirect employment for an additional 580,000.
 These figures are taken from a market that will attract 18 million of the 910 million worldwide tourists, 1999 estimate.
 Growth in the area has outpaced the global rate, and seems poised to continue doing so in the next decade.

Tourism, thus, has provided a splendid source of income for the region. Some countries, in a desperate search for alternatives to their predominantly agricultural-based economies, have turned toward the industry and found a savior. Several benefits are taken from tourism, including employment, income, foreign exchange, and government revenues.

The creation of jobs in the region is not solely restricted to the hotel industry, but encompasses such indirect employment as taxi drivers, casino dealers, bartenders, waiters and waitresses, and souvenir shop salespeople. While the volume of jobs in these industries is hard to measure, a study by Auliana Poon determined that for every job created by the accommodations industry, there were four in these other sectors.
 Since the employment per room hovered around one, it is possible to obtain an estimate of the overall industry profession by obtaining the number of hotel rooms in CARICOM countries; in 1988, this figure was 109,000, thereby resulting in an area-wide workforce of 545,000 people directly and indirectly employed in tourism.

The national economies also benefit, in various degrees, from the acquisition of foreign currency, income, and government revenues. Tourism generates more foreign exchange and tax revenues per dollar than any other industry, producing roughly a quarter of total exports.
 More importantly, for an area that has traditionally excelled in easily-replaced commodities (items that can be purchased cheaper in other markets) such as agricultural products to fuel its economy, tourism is a welcome change. For example, the Windward Islands’ dependence on bananas brought alternate periods of economic prosperity and hardship to the islands. If the price of Caribbean bananas were too high, importing countries could replace it with Central American fruit. Therefore, tourism does not lose the customers it otherwise would were the product easily replaced, such as it happens in an import-substitution economic model.

However, tourism does have some significant disadvantages for the Caribbean. Since it is fueled by foreign demand, it is extremely susceptible to economic recessions and depressions. In addition, unchecked construction can severely impair the ecosystem of the nation and area. In addition, Caribbean-specific predicaments also abound. Given the relatively small size of the islands, transportation is a significant problem. “Shortage of land,” and “strong competition from other regions,” further complicate the issue for the area.
 

Tourism can nonetheless continue to be a lucrative industry for Caribbean nations if several procedures are followed. The whole services sector should experience growth not only in revenue, but also in the importance placed by the authorities. The import-substitution mindset could also be expanded to include the area, as the agricultural and manufacturing could experience a boom in demand fueled by an increase in visitors. And lastly, the linkage between tourism and the information-technology industry could be further exploited to augment the nations’ revenues and maintain their competitiveness with other destinations.

The dilemma of economic diversification is far from recent. The Reagan administration-created Caribbean Basin Initiative recommended the practice in the early 1980s in order to promote the region’s sustainable development. In many islands, however, diversification measures have not been wholly successful, and agriculture continues to solidify its second place status behind tourism as the top moneymaking industry. Yet recent trade agreements, such as the Free Trade Area of the Americas, and the elimination or decrease in subsidies and preferential treatment such as the ones enjoyed under the Lomé IV Agreement, have created new challenges for Caribbean products (especially agricultural ones).  Since 1975, the Lomé convention and its subsequent revisions have maintained preferential trade agreements between the Caribbean countries and the European Union. The current agreement is set to expire in 2000, and the continuation of the preferential trade arrangement is not expected due to international pressure, as explained below. 

The banana industry, traditionally the main source of income for the Windward Islands, has received a considerable jolt in recent years. Approximately 60% of these countries’ export revenues originates from the banana trade with Europe.
 This dependence, much like the Cuban one with sugar, was encouraged due to subsidies and preferential prices. The expiration of the Fourth Lomé  Convention will start to phase out quotas and subsidized prices for Caribbean bananas in the European Union. The United States, protecting its own interests in the Central American banana industry, has  successfully petitioned the World Trade Organization for the elimination of such preferential treatment. Since Central American bananas are cheaper, the Caribbean market will suffer considerably.

The advent of the Free Trade Area of the Americas will contribute to the depreciation of the Windward Islands’ export earnings, which has already started to happen. In a world ruled by free trade and market liberalization, a preferential market is indeed an endangered species. A cheaper product will command more demand than an expensive one. Caribbean agricultural products will thus suffer from direct competition from other region’s goods. 

A long-term solution, according to Caribbean economists Belal Ahmed and Sultana Afroz, lies in “diversification of the product base and the utilization of the land for other crops.”
 Although attempts to diversify the Caribbean economies have not been successful in the past, and weather conditions, lack of proper transportation means, and loss of preferential treatment present remarkable obstacles to any future attempts, the region must nonetheless seek alternative industries to bolster its economy.

The islands of Antigua and Barbuda present an interesting scenario found in other Caribbean nations. In the late 1970s, tourism replaced sugar cane as the nation’s principal means of income. However, the agricultural industry has not enjoyed a production increase despite the large amount of visitors to the island. Hotels import food products in lieu of using their locally-grown counterparts. Given that tourists usually enjoy exploring various aspects of their host cultures, it is logical for the hotels and restaurants to offer traditional Creole menus instead of attempting to solely cater to international tastes. Angela Bishop, former director of the Caribbean Tourism Organization, echoes the sentiment, stating that “tourism must be linked to other sectors of the economy…it cannot be viewed in isolation.”
 Jamaica has been able to stray from this pattern, as the hotel industry purchased approximately 1.3 billion Jamaican dollars worth of produce from local farmers. The wonderful system of integrated linkages benefits both aspects of the economy, proving how the main sector of the economy can provide a considerable boost to a struggling one. 

Caribbean nations have explored several other sectors as possible means of economic diversification. The Anglophone Caribbean has benefited from its relatively high level of education to promote the growth of non-tourism service exports. This market grew from USD 14 billion in 1970 to USD 250 billion in twenty years, and has increased at a 9% rate in the present decade.
 Considerable innovations in the fields of telecommunications and information technology provide the basis for technological industries, poised for significant growth in the next decade. National barriers, cultural clashes, and even language obstacles have not prevented nations such as India and the Philippines from actively exploiting these sectors. Firms will look into international outsourcing of operations, provided their costs amount to no more than 30-40% of the revenues.
 

The entertainment sector has also been the subject of careful consideration. While the film industry is a strong candidate—often injecting considerable gains into the national economy during the active shooting—it is the music business that could be poised for a substantial increase. The worldwide popularity of reggae and calypso music has reaped benefits for Jamaica and Barbados, among others. Festivals and multi-day concerts, like the ones currently staged in the US Virgin Islands, could also provide a boost to the Caribbean economies. 

The apparel industry, hard-hit by the North American Trade Agreement, could also be poised for a return to its glory days of the 1980s if President Clinton’s proposal to grant North American Free Trade Agreement parity to the Caribbean is passed. With the passing of NAFTA, many companies operating the Caribbean moved their factories from the islands to Mexico, where wages are cheaper. NAFTA parity might not return the industry to the importance it once had, but may result in increased investment and employment creation.

Offshore finance has yielded good returns for the Bahamas, but has produced unwelcome side effects such as money laundering and drug trafficking. The rest of the Caribbean has yet to reap the benefits off-shore finance might produce. However, given the exceptional results the Bahamas have enjoyed, other countries may soon follow suit and attempt to attract foreign investing and banking institutions.

As shown by the options enumerated above, economic diversification is far from an alien idea to Caribbean authorities. The feasibility of the successful implementation of such measures varies by island, and is mostly subject to the reasonable use of each nation’s resources in the best possible manner. 

Diversification of the Cuban Economy


As explained in the second chapter, Cuba’s previous attempts at economic diversification did not yield positive results. This lack of success intensified the heavy reliance on the sugar industry and the socialist bloc. Like the Caribbean, the loss of these subsidies and preferential treatment has precipitated changes in the economic models. Economic diversification, thus, is no longer optional; instead, it is an essential and integral element of the Cuban economic recovery plan.


Just like its neighbors, Cuba has turned to tourism to bolster its struggling economy. However, unlike other Caribbean nations, Cuba entered the market relatively late. As a result, it has more area to develop, more pristine beaches to offer. Some of these sites are also adequate for the booming ecotourism sector. While it is in the government’s best interests to utilize such advantages, it would be wise to keep in mind that over-development can result in harmful conditions and decreased income.


Despite the importance of sugar cane, the crop is only harvested during part of the year. Agricultural diversification can be undergone during periods of inactivity between sugar cane harvests, taking into consideration geographical and infrastructure elements. Such a measure employs land, machinery, and human resources in a longer and more efficient fashion than the current model.


Tourism could provide a boost to agricultural, fishing, and cattle raising sectors. The growth in visitors will bring about an increase in the demand for foodstuffs. Since tourists often try local cuisine, Cuban products could replace imported ones. This would not only bring down expenses, but also augment the level of Cuban agricultural production, an important economic sector in the Cuban economy. However, significant loosening of restrictions must occur in order for this scenario to happen. Currently, companies have to purchase local supplies through the state, and often these products are of low quality, making the import of foreign goods necessary.  


Improvements of the deficient telecommunications technology and infrastructure could provide employment for the Cuban people. Their relatively high level of education would prepare them for the challenging nature of the job. However, technology must improve significantly, which in turn requires substantial foreign investment which is unlikely to enter the island unless economic structure reforms are enacted.

The Cuban Revolution’s  improvement of the health care system has been widely admired by its neighbors. Cuba’s recent efforts to obtain revenue from it, however, have proven unsuccessful. The government’s desire to promote biotechnology and health tourism/services have been disappointing. Dr. Soraya Castro, in an interview with the author, mentioned that “biotechnology’s failure was one of the factors that diverted the government’s attention toward tourism.”

Cuban art has been the subject of international acclaim, and could provide an additional means of income. The film industry—which usually injects considerable monies into the national economy during the shooting—is a strong candidate, but Cuba stands to reap vast benefits from the worldwide popularity of salsa and other tropical genres. Festivals and multi-day concerts could represent strong revenue earning sectors of the economy. Cuba already has the musical talent, both abroad and in the island—the matters are marketing it properly and offering economic incentives. This would require the artists to earn a share of the profit; currently, the state is virtually the sole beneficiary.


The Caribbean’s loss of textile factories could be beneficial for Cuba. If the government offered tax incentives, the industry could experience a significant boom. Puerto Rico implemented such a strategy, titled “Operation Bootstrap,”  in the 1950s with mixed results. Although the plan did not wholly succeed in remedying the island’s employment problems, it did attract foreign investors that created thousands of jobs. Given Cuba’s economic situation, the companies could pay lower wages in the island than in other Caribbean nations. Even if salaries were minimal, they would still represent an improvement over current conditions—a low salary is better than a non-existent one. 

However, Cuban  regulations discourage such investment. The “empresa empleador” system grants the government great authority in employment practices. Companies may only hire workers who appear in government lists, and payment must be made to the empresa empleador in hard currency. This government agency then pays the workers’ salaries in pesos, producing a significant gain for the state. Therefore, under the present system, the government severely curtails the employment freedom of the foreign investors. While this is common in socialist economies, Cuba’s desire to attract capitalistic ventures requires concessions such as the easing of employment restrictions. The nation’s current economic situation requires it in order to prosper. 

An additional obstacle to Cuban economic diversification is the U.S. embargo. The trade blockade, a staple of U.S. policy toward Cuba since 1962, effectively closes the door to not only the world’ s largest economy, but also to a logical trading partner given the short distance separating Cuban and American shores. Though the lifting of the embargo is highly unlikely in the near future, it is noteworthy to mention the substantial effect such an action would produce; raw materials, foreign investment, and the world’s largest market would become available for the Cuban economy.


Cuba’s need to diversify its economy is quite evident, but the government presents considerable obstacles that must be overcome if the country is to fully emerge from the present crisis. Given that the current reforms—which contain capitalistic traits—have produced positive results, the government might be forced to go further with the amendments proposed above—even at the expense of political power.


As this chapter shows, Cuba and its Caribbean neighbors are both challenged to  diversify their economies. Their centuries-old systems of preferential treatment, subsidies, and quotas have been severely curtailed by globalization (in the Anglophone Caribbean’s case) or wholly eliminated due to the collapse of the Socialist bloc (in Cuba’s instance). Their limited area and resources severely impairs their ability to implement sweeping diversification plans. As a result, they struggle to discover industries which could wisely utilize their existing resources. Cuban conditions, however, differ from the rest of the Caribbean due to the socialist nature of the government. Such a centralized system, encompassing social and economic aspects of Cuban life, has prevented some of the reforms necessary for sound economic diversification—a matter essential to the nation’s well-being in the upcoming years. 

VI. Conclusions

“If we had an immediate solution, we would have implemented it already.”


 Cuban President Fidel Castro 

Cuba’s current economic crisis is unparalleled in the island’s history. Following the loss of Soviet subsidies and a guaranteed market for its products, the nation has had to completely adjust its economy to world market fluctuations. With the astounding collapse of the sugar industry, the nation has turned to alternate sectors to provide hard currency. Since 1994, tourism has replaced sugar as the nation’s leading revenue-producer.


Although the switch from sugar to tourism has produced significant results, it has not provided a long term solution to the perennial Cuban problem of heavy reliance on one aspect of its economy. Instead, by replacing sugar with tourism as the engine of the economy, the government has merely prolonged the pattern of excessive dependence on one industry.  As is the case with many of Cuba’s Caribbean neighbors, Cuba’s best interests lie in economic diversification, especially in an age of globalization and free trade.

Since the sugar industry employs close to half a million workers, the government would be unwise to lessen its prominence. Although the sector is still quite important to the Cuban economy, the industry is highly unlikely to return to its past glories. A combination of factors, including the deterioration of machinery, the loss of preferential treatment, and falling world prices have spelled doom for the sector. Though the breakdown of the sector appeared to be sudden, in reality the demise has been gradual. Cuban authorities, content with the subsidies-based economic model, focused mainly on trade with socialist countries. The island was thus unprepared for the heavy jolts caused by the disintegration of the Soviet Union and the failure of the socialist system. Quick improvements in the sugar industry are improbable, but significant amelioration can be achieved through infrastructure improvement and workforce downsizing. 


As explained in the second chapter, Cuba cannot control world market prices and other external factors; therefore, its attention is better focused elsewhere. Machinery deterioration is the sugar industry’s main problem. Infrastructure improvement is imperative in order for the revitalization of the sugar sector. The government would be warranted in placing additional importance and dependence on tourism if a portion of the earnings were directed toward the improvement of existing and faltering sectors of the economy—an action it is slowly starting to execute.


The sugar industry employs an estimated 460,000 workers, many of whom are superfluous.
 The Ministry of Sugar decided to close 16 mills in 1998, resulting in the unemployment of a considerable number of Cuban workers, a measure the Cuban government had been reluctant to enact in the past. 
 If a policy of economic diversification is followed, employment could be achieved for a portion of these newly laid-off sugar workers. Until then, however, the government is not likely to fully engage in the necessary reforms.


The sugar industry, thus, would be helped by economic diversification and the success of tourism. The key element lies in sound investment in infrastructure and management policies (such as downsizing) aimed at the future, not the present. The results might not be immediately felt, but would certainly be perceptible in the near future after the measures were implemented. The remarkable success of the tourism industry could be exploited in a manner beneficial to other industries. Cuban tourism appears on track to maintain its recent growth . The authorities have proclaimed targets of 2.5 and 7 million visitors in 2000 and 2010.
 Although the goals are elevated and might fall slightly below expectations, Cuban tourism will continue to post “double-digit growth in the years to come.”

 
In order to reach such lofty goals, appropriate infrastructure must be constructed. The construction of hotel rooms, especially in coastal destinations, has been a main concern of the government. Estimates point to 50,000 rooms in 2000 and 70,000 in 2007.
 Most of these are centered on beach areas, and as such mainly benefit Havana and Varadero. Cuba could foment ecotourism much as Dominica has in the past decade, attracting an additional type of visitor while developing alternate means of employment for agricultural workers laid off by downsizing.


Although official statistics claim 130,000 people are employed by the industry, realistic figures are probably higher.
 One of tourism’s main advantages over other economic sectors is its ability to boost additional industries. Agriculture, transportation, street vending, and even prostitution have reaped profits from the increase of visitors to Cuba. While this has resulted in the fortification of the black market and astounding wage differentials, these are the lesser of two evils. The Cuban government’s 1993 decision to decriminalize the holding of foreign currency demonstrated the authorities’ willingness to obtain income through any possible means. While a degree of social unrest has been experienced, the government has decided to bear it as long as economic profits are achieved. 


The sector’s success, however, could be used to develop alternate economic industries. While previous diversification initiatives have not been entirely successful, current conditions force Cuba to actively pursue ways through which to diversify its economy. Several Caribbean nations have started diversification processes with various degrees of success. Wise usage of natural resources has been of significant importance, and Cuba should strive to develop the advantages it may have in some areas to achieve better results. For example, the development of ecotourism, the increase in national foodstuffs production to satisfy tourists’ needs, the promotion of Cuban health care services , the astounding popularity of Cuban music, and the courting of low wage manufacturing industries could all produce considerable gains for the Cuban economy—but only if the government acquiesces to eliminate the regulations curtailing their growth.


In conclusion, the Cuban economy has undergone modifications in order to survive in a post-Communist world. The collapse of the sugar industry has been a significant blow, only alleviated by the astounding growth in tourism. As the new heart of the economy, the sector can simultaneously expand itself and develop other industries. Through astute investment of a portion of profits, the government can improve the situation of the sugar industry. The most important aspect, however, remains economic diversification. Through sensible development of alternate industries, the economy can improve, mature, and face future challenges—something not previously done in Cuba’s history.

Appendix:

Cuban Economic Statistics, 1992-2010

Cuban Sugar and Tourism Economic Statistics 
1992    
to
1997













1992
1993
1994
1995
1996
1997









Nominal GDP, in USD billions (a) X
 $20.30 
 $14.90 
 $15.40 
 $16.20 
 $18.00 
 $18.90 

GDP Growth Percentage (a)
-11.60%
-14.90%
0.70%
2.50%
7.80%
2.50%

















Number of Tourists  (a) (b) ©
480,000
560,000
617,000
746,000
1,004,000
1,180,000

Change w/ previous year
-
16.67%
10.18%
20.91%
34.58%
17.53%

Caribbean Arrivals (millions) ®



14.70
15.30
16.00

Cuba's Percentage of Caribbean Arrivals ®


 
5.1%
6.6%
7.5%

Gross Expenditure per Tourist (g)
$783 
$812 
$1,347 
$1,483 
$1,395 
$1,416 

Average Tourist Expenditure per Day, in USD (t)
 $135.61 
 $137.88 
 $150.28 
 $170.25 
 $160.00 


Gross Tourism Revenue, in millions of USD
$567 
$756 
$850 
$1,100 
$1,350 
$1,540 

Net Tourism Revenue, in millions of USD
$170 
$227 
$255 
$330 
$405 
$462 

Percentage Change in gross revenue with previous year
-
33.33%
12.43%
29.41%
22.73%
14.07%

Gross Tourism Earnings Percentage of GDP (f)
2.79%
5.07%
5.52%
6.79%
7.50%
8%

Average Length of Stay (days) (q)
9.10
9.60
9.10
8.70



Available Hotel Rooms ®
18,662 
22,139 
23,254 
24,233 
26,878 
31,878 

Percentage of change with previous year ®
12.00%
18.00%
5.00%
4.00%
11.00%
18.00%

Percentage of Rooms in beach locations (q)
66.00%
60.00%
62.00%
62.00%
63.00%


















Sugar Harvest (in millions of tons) (a)
7.1
4.365
4.024
3.475 (k)
4.446
4.252(k)

Sugar Export Gross Income, in millions (a) @
$1,243 
$720 
$600 
$714 
$971 
$ 845 (h)

Sugar Export Volume (in millions of tons) (a)
6.084
3.968
3.264
2.778
3.663
3.582

Export Percentage of Production
85.69%
90.90%
81.11%
79.94%
82.39%
84.24%

Sugar Export Percentage of GDP 
10.80%
4.80%
3.90%
4.40%
5.39%
4.47%

World Market Price per ton, in dollars (n)



$325 
$285 
$ 240~

Cuban Sugar and Tourism Economic 
Statistics
1998
to
2010
Estimates













 

 






As of 9/98
1998 exp.
1998 real.
1999
2000
2007
2010










Nominal GDP, in USD billions (a) X

 $19.56 
 $19.18 





GDP Growth Percentage (a)

3.5%(m)
1.50%
5.00%






















Number of Tourists  (a) (b) ©
936,000*(h)
1, 430,000(h)

1,724,800
2, 500, 000(I)
4,006,800
7,000,000(p)

Change w/ previous year

19.17%

20.62%




Caribbean Arrivals (millions) ®
 
16.80

17.60
18.40
25.20


Cuba's Percentage of Caribbean Arrivals ®

8.5%

9.8%
10.9%
15.9%


Gross Expenditure per Tourist (g)

 $1,153.85 






Gross Tourism Revenue, in millions of USD

$1, 886(k)


$3,000 
$ 7,500 ®


Net Tourism Revenue, in millions of USD

$565.80






% Change in gross revenue with prev. year

30.07%


59.07%



Average Length of Stay (days) (q)
7.70



7.6



Available Hotel Rooms ®

37,778

46, 678 ®
50,000(l)
70,000 ®


Percentage of change with previous year ®

18.00%

16.00%
13.00%



Percentage of Rooms in beach locations (q)


80.00%

51.00%





















Sugar Harvest (in millions of tons) (a)

3.2
3
2.7(t)




Sugar Export Gross Income, in millions (a) @

$ 800(h)  @






Sugar Export Volume (in millions of tons) (a)

2.5(o)






Export Percentage of Production

78.13%






World Market Price per ton, in dollars (n)
$ 157~







Sources and Notes

















a-EIU Country Profile 1997-98

l-CubaNews, April 1998






b-Reuters News Service

m-CubaNews September 1998, p.5 estimate






c-The NY Times 11/30/97

n-CubaNews, July 1998






d-Univ. of New Mexico's Cuba-L newsletter

o-CubaNews, June 1998






f- EIU Country Profile, 1st Quarter 1998

p-CubaNews, May 1998






g-Cuba News, June 1997

q-Suddaby, ASCE 7






h-Cuba News, October 98

r-Crespo/Diaz ASCE 7






I- ASCE 97, Perez-Lopez

s-Collis, ASCE 6






J- Informe Económico 1997

t- Cuba Monthly Economic Report, Sept 1998






k-Cuba: La Evolución Económica Reciente (Pérez)


























* As of 09/01/98

















 @ However, USD 266 mill will be used to repay loans, so net receipts will be around USD 534 mill. Plus, this might be far too optimistic

















X Since the exchange rate and other factors often distort the actual figures, the study utilizes the EIU's method of calculating the GDP

















~ Prices started at USD 240 per ton by Jan but dropped to USD 160 per ton by October-see chapter 2

















1998 Realistic Estimates given by Cuban Economists Jorge Mario Sánchez, Omar Everleny Pérez, and Pedro Monreal in separate interviews, and taken into consideration damage done by Hurricane Georges.










 1998 Expected Figures were estimated before Hurricane Georges
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92-97

		Cuban Sugar and Tourism Economic Statistics, 1992-1997

				1992		1993		1994		1995		1996		1997

		Nominal GDP, in USD billions (a) X		$   20.30		$   14.90		$   15.40		$   16.20		$   18.00		$   18.90

		GDP Growth Percentage (a)		-11.60%		-14.90%		0.70%		2.50%		7.80%		2.50%

		Number of Tourists  (a) (b) ©		480,000		560,000		617,000		746,000		1,004,000		1,180,000

		Change w/ previous year		-		16.67%		10.18%		20.91%		34.58%		17.53%

		Caribbean Arrivals (millions) ®								14.70		15.30		16.00

		Cuba's Percentage of Caribbean Arrivals ®								5.1%		6.6%		7.5%

		Gross Expenditure per Tourist (g)		$783		$812		$1,347		$1,483		$1,395		$1,416

		Average Tourist Expenditure per Day, in USD (t)		$   135.61		$   137.88		$   150.28		$   170.25		$   160.00

		Gross Tourism Revenue, in millions of USD		$567		$756		$850		$1,100		$1,350		$1,540

		Net Tourism Revenue, in millions of USD		$170		$227		$255		$330		$405		$462

		Percentage Change in gross revenue with previous year		-		33.33%		12.43%		29.41%		22.73%		14.07%

		Gross Tourism Earnings Percentage of GDP (f)		2.79%		5.07%		5.52%		6.79%		7.50%		8%

		Average Length of Stay (days) (q)		9.10		9.60		9.10		8.70

		Available Hotel Rooms ®		18,662		22,139		23,254		24,233		26,878		31,878

		Percentage of change'with previous year ®		12.00%		18.00%		5.00%		4.00%		11.00%		18.00%

		Percentage of Rooms in beach locations (q)		66.00%		60.00%		62.00%		62.00%		63.00%

		Sugar Harvest (in millions of tons) (a)		7.1		4.365		4.024		3.475 (k)		4.446		4.252(k)

		Sugar Export Gross Income, in millions (a) @		$1,243		$720		$600		$714		$971		$ 845 (h)

		Sugar Export Volume (in millions of tons) (a)		6.084		3.968		3.264		2.778		3.663		3.582

		Export Percentage of Production		85.69%		90.90%		81.11%		79.94%		82.39%		84.24%

		Sugar Export Percentage of GDP		10.80%		4.80%		3.90%		4.40%		5.39%		4.47%

		World Market Price per ton, in dollars (n)								$325		$285		$ 240~





98-10

		Cuban Sugar and Tourism Economic Statistics, 1998-2010 Estimates

				As of 9/98		1998 exp.		1998 real.		1999		2000		2007		2010

		Nominal GDP, in USD billions (a) X				$   19.56		$   19.18

		GDP Growth Percentage (a)				3.5%(m)		1.50%		5.00%

		Number of Tourists  (a) (b) ©		936,000*(h)		1, 430,000(h)				1,724,800		2, 500, 000(I)		4,006,800		7,000,000(p)

		Change w/ previous year				19.17%				20.62%

		Caribbean Arrivals (millions) ®				16.80				17.60		18.40		25.20

		Cuba's Percentage of Caribbean Arrivals ®				8.5%				9.8%		10.9%		15.9%

		Gross Expenditure per Tourist (g)				$   1,153.85

		Gross Tourism Revenue, in millions of USD				$1, 886(k)						$3,000		$ 7,500 ®

		Net Tourism Revenue, in millions of USD				$565.80

		% Change in gross revenue with prev. year				30.07%						59.07%

		Average Length of Stay (days) (q)		7.70								7.6

		Available Hotel Rooms ®				37,778				46, 678 ®		50,000(l)		70,000 ®

		Percentage of change'with previous year ®				18.00%				16.00%		13.00%

		Percentage of Rooms in beach locations (q)						80.00%				51.00%

		Sugar Harvest (in millions of tons) (a)				3.2		3		2.7(t)

		Sugar Export Gross Income, in millions (a) @				$ 800(h)  @

		Sugar Export Volume (in millions of tons) (a)				2.5(o)

		Export Percentage of Production				78.13%

		World Market Price per ton, in dollars (n)		$ 157~
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				1995		1996		1997		1998		1999		2000		2007

		Millions of Caribbean Tourists		14.7		15.3		16		16.8		17.6		18.4		25.2

		Cuba's Share of Caribbean Arrivals		5.10%		6.60%		7.50%		8.50%		9.80%		10.90%		15.90%
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Sources

		Sources and Notes

		a-EIU Country Profile 1997-98

		b-Reuters News Service

		c-The NY Times 11/30/97

		d-UNM's Cuba-L newsletter

		f- EIU Country Profile, 1st Quarter 1998

		g-Cuba News, June 1997

		h-Cuba News, October 98

		I- ASCE 97, Perez-Lopez

		J- Informe Económico 1997

		k-Cuba: La Evolución Económica Reciente (Pérez)

		l-April 1998 CubaNews

		m-CubaNews Sptember 1998, p.5 estimate

		n-CubaNews, July 1998

		o-CubaNews, June 1998

		p-CubaNews, May 1998

		q-Suddaby ASCE 7

		r-Crespo/Diaz ASCE 7

		s-Collis ASCE 6

		t- Cuba Monthly Economic Report, Sept 1998

		* As of 09/01/98

		@ However, USD 266 mill will be used to repay loans, so net receipts will be around USD 534 mill. Plus, this might be far too optimistic

		X Since the exchange rate and other factors often distort the actual figures, the study will utilize the EIU's method of calculating the GDP

		~Prices started at USD 240 per ton by Jan but dropped to USD 160 per ton by October-see chapter 2

		1998 Realistic Estimates given by Cuban Economists Jorge Mario Sánchez, Omar Everleny Pérez, and Pedro Monreal in separate interviews.

		The figures take into consideration damage done by Hurricane Georges.

		1998 Expected Figures were estimated before Hurricane Georges
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92-97

		Cuban Sugar and Tourism Economic Statistics, 1992-1997

				1992		1993		1994		1995		1996		1997

		Nominal GDP, in USD billions (a) X		$   20.30		$   14.90		$   15.40		$   16.20		$   18.00		$   18.90

		GDP Growth Percentage (a)		-11.60%		-14.90%		0.70%		2.50%		7.80%		2.50%

		Number of Tourists  (a) (b) ©		480,000		560,000		617,000		746,000		1,004,000		1,180,000

		Change w/ previous year		-		16.67%		10.18%		20.91%		34.58%		17.53%

		Caribbean Arrivals (millions) ®								14.70		15.30		16.00

		Cuba's Percentage of Caribbean Arrivals ®								5.1%		6.6%		7.5%

		Gross Expenditure per Tourist (g)		$783		$812		$1,347		$1,483		$1,395		$1,416

		Average Tourist Expenditure per Day, in USD (t)		$   135.61		$   137.88		$   150.28		$   170.25		$   160.00

		Gross Tourism Revenue, in millions of USD		$567		$756		$850		$1,100		$1,350		$1,540

		Net Tourism Revenue, in millions of USD		$170		$227		$255		$330		$405		$462

		Percentage Change in gross revenue with previous year		-		33.33%		12.43%		29.41%		22.73%		14.07%

		Gross Tourism Earnings Percentage of GDP (f)		2.79%		5.07%		5.52%		6.79%		7.50%		8%

		Average Length of Stay (days) (q)		9.10		9.60		9.10		8.70

		Available Hotel Rooms ®		18,662		22,139		23,254		24,233		26,878		31,878

		Percentage of change'with previous year ®		12.00%		18.00%		5.00%		4.00%		11.00%		18.00%

		Percentage of Rooms in beach locations (q)		66.00%		60.00%		62.00%		62.00%		63.00%

		Sugar Harvest (in millions of tons) (a)		7.1		4.365		4.024		3.475 (k)		4.446		4.252(k)

		Sugar Export Gross Income, in millions (a) @		$1,243		$720		$600		$714		$971		$ 845 (h)

		Sugar Export Volume (in millions of tons) (a)		6.084		3.968		3.264		2.778		3.663		3.582

		Export Percentage of Production		85.69%		90.90%		81.11%		79.94%		82.39%		84.24%

		Sugar Export Percentage of GDP		10.80%		4.80%		3.90%		4.40%		5.39%		4.47%

		World Market Price per ton, in dollars (n)								$325		$285		$ 240~





98-10

		Cuban Sugar and Tourism Economic Statistics, 1998-2010 Estimates

				As of 9/98		1998 exp.		1998 real.		1999		2000		2007		2010

		Nominal GDP, in USD billions (a) X				$   19.56		$   19.18

		GDP Growth Percentage (a)				3.5%(m)		1.50%		5.00%

		Number of Tourists  (a) (b) ©		936,000*(h)		1, 430,000(h)				1,724,800		2, 500, 000(I)		4,006,800		7,000,000(p)

		Change w/ previous year				19.17%				20.62%

		Caribbean Arrivals (millions) ®				16.80				17.60		18.40		25.20

		Cuba's Percentage of Caribbean Arrivals ®				8.5%				9.8%		10.9%		15.9%

		Gross Expenditure per Tourist (g)				$   1,153.85

		Gross Tourism Revenue, in millions of USD				$1, 886(k)						$3,000		$ 7,500 ®

		Net Tourism Revenue, in millions of USD				$565.80

		% Change in gross revenue with prev. year				30.07%						59.07%

		Average Length of Stay (days) (q)		7.70								7.6

		Available Hotel Rooms ®				37,778				46, 678 ®		50,000(l)		70,000 ®

		Percentage of change'with previous year ®				18.00%				16.00%		13.00%

		Percentage of Rooms in beach locations (q)						80.00%				51.00%

		Sugar Harvest (in millions of tons) (a)				3.2		3		2.7(t)

		Sugar Export Gross Income, in millions (a) @				$ 800(h)  @

		Sugar Export Volume (in millions of tons) (a)				2.5(o)

		Export Percentage of Production				78.13%

		World Market Price per ton, in dollars (n)		$ 157~
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				1991		1992		1993		1994		1995		1996		1997

		Income		2,320		1,243		720		600		714		971		845
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Sources

		Sources and Notes

		a-EIU Country Profile 1997-98

		b-Reuters News Service

		c-The NY Times 11/30/97

		d-UNM's Cuba-L newsletter

		f- EIU Country Profile, 1st Quarter 1998

		g-Cuba News, June 1997

		h-Cuba News, October 98

		I- ASCE 97, Perez-Lopez

		J- Informe Económico 1997

		k-Cuba: La Evolución Económica Reciente (Pérez)

		l-April 1998 CubaNews

		m-CubaNews Sptember 1998, p.5 estimate

		n-CubaNews, July 1998

		o-CubaNews, June 1998

		p-CubaNews, May 1998

		q-Suddaby ASCE 7

		r-Crespo/Diaz ASCE 7

		s-Collis ASCE 6

		t- Cuba Monthly Economic Report, Sept 1998

		* As of 09/01/98

		@ However, USD 266 mill will be used to repay loans, so net receipts will be around USD 534 mill. Plus, this might be far too optimistic

		X Since the exchange rate and other factors often distort the actual figures, the study will utilize the EIU's method of calculating the GDP

		~Prices started at USD 240 per ton by Jan but dropped to USD 160 per ton by October-see chapter 2

		1998 Realistic Estimates given by Cuban Economists Jorge Mario Sánchez, Omar Everleny Pérez, and Pedro Monreal in separate interviews.

		The figures take into consideration damage done by Hurricane Georges.

		1998 Expected Figures were estimated before Hurricane Georges
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92-97

		Cuban Sugar and Tourism Economic Statistics, 1992-1997

				1992		1993		1994		1995		1996		1997

		Nominal GDP, in USD billions (a) X		$   20.30		$   14.90		$   15.40		$   16.20		$   18.00		$   18.90

		GDP Growth Percentage (a)		-11.60%		-14.90%		0.70%		2.50%		7.80%		2.50%

		Number of Tourists  (a) (b) ©		480,000		560,000		617,000		746,000		1,004,000		1,180,000

		Change w/ previous year		-		16.67%		10.18%		20.91%		34.58%		17.53%

		Caribbean Arrivals (millions) ®								14.70		15.30		16.00

		Cuba's Percentage of Caribbean Arrivals ®								5.1%		6.6%		7.5%

		Gross Expenditure per Tourist (g)		$783		$812		$1,347		$1,483		$1,395		$1,416

		Average Tourist Expenditure per Day, in USD (t)		$   135.61		$   137.88		$   150.28		$   170.25		$   160.00

		Gross Tourism Revenue, in millions of USD		$567		$756		$850		$1,100		$1,350		$1,540

		Net Tourism Revenue, in millions of USD		$170		$227		$255		$330		$405		$462

		Percentage Change in gross revenue with previous year		-		33.33%		12.43%		29.41%		22.73%		14.07%

		Gross Tourism Earnings Percentage of GDP (f)		2.79%		5.07%		5.52%		6.79%		7.50%		8%

		Average Length of Stay (days) (q)		9.10		9.60		9.10		8.70

		Available Hotel Rooms ®		18,662		22,139		23,254		24,233		26,878		31,878

		Percentage of change'with previous year ®		12.00%		18.00%		5.00%		4.00%		11.00%		18.00%

		Percentage of Rooms in beach locations (q)		66.00%		60.00%		62.00%		62.00%		63.00%

		Sugar Harvest (in millions of tons) (a)		7.1		4.365		4.024		3.475 (k)		4.446		4.252(k)

		Sugar Export Gross Income, in millions (a) @		$1,243		$720		$600		$714		$971		$ 845 (h)

		Sugar Export Volume (in millions of tons) (a)		6.084		3.968		3.264		2.778		3.663		3.582

		Export Percentage of Production		85.69%		90.90%		81.11%		79.94%		82.39%		84.24%

		Sugar Export Percentage of GDP		10.80%		4.80%		3.90%		4.40%		5.39%		4.47%

		World Market Price per ton, in dollars (n)								$325		$285		$ 240~





98-10

		Cuban Sugar and Tourism Economic Statistics, 1998-2010 Estimates

				As of 9/98		1998 exp.		1998 real.		1999		2000		2007		2010

		Nominal GDP, in USD billions (a) X				$   19.56		$   19.18

		GDP Growth Percentage (a)				3.5%(m)		1.50%		5.00%

		Number of Tourists  (a) (b) ©		936,000*(h)		1, 430,000(h)				1,724,800		2, 500, 000(I)		4,006,800		7,000,000(p)

		Change w/ previous year				19.17%				20.62%

		Caribbean Arrivals (millions) ®				16.80				17.60		18.40		25.20

		Cuba's Percentage of Caribbean Arrivals ®				8.5%				9.8%		10.9%		15.9%

		Gross Expenditure per Tourist (g)				$   1,153.85

		Gross Tourism Revenue, in millions of USD				$1, 886(k)						$3,000		$ 7,500 ®

		Net Tourism Revenue, in millions of USD				$565.80

		% Change in gross revenue with prev. year				30.07%						59.07%

		Average Length of Stay (days) (q)		7.70								7.6

		Available Hotel Rooms ®				37,778				46, 678 ®		50,000(l)		70,000 ®

		Percentage of change'with previous year ®				18.00%				16.00%		13.00%

		Percentage of Rooms in beach locations (q)						80.00%				51.00%

		Sugar Harvest (in millions of tons) (a)				3.2		3		2.7(t)

		Sugar Export Gross Income, in millions (a) @				$ 800(h)  @

		Sugar Export Volume (in millions of tons) (a)				2.5(o)

		Export Percentage of Production				78.13%

		World Market Price per ton, in dollars (n)		$ 157~
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				1992		1993		1994		1995		1996		1997		1998		2000		2007

		Gross		567		756		850		1,100		1,350		1,540		1,886		3,000		7,500

		Net		170		227		255		330		405		462		566		900		2250
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				1992		1993		1994		1995		1996		1997		1998		1999		2000		2005		2007

		Cuban Tourists		0.48		0.56		0.617		0.746		1.004		1.18		1.43		1.7248		2.5		4.0068		7

		Percentage of Growth		-		17%		10%		21%		35%		18%		19%		21%		45%		60%		75%
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Sources

		Sources and Notes

		a-EIU Country Profile 1997-98

		b-Reuters News Service

		c-The NY Times 11/30/97

		d-UNM's Cuba-L newsletter

		f- EIU Country Profile, 1st Quarter 1998

		g-Cuba News, June 1997

		h-Cuba News, October 98

		I- ASCE 97, Perez-Lopez

		J- Informe Económico 1997

		k-Cuba: La Evolución Económica Reciente (Pérez)

		l-April 1998 CubaNews

		m-CubaNews Sptember 1998, p.5 estimate

		n-CubaNews, July 1998

		o-CubaNews, June 1998

		p-CubaNews, May 1998

		q-Suddaby ASCE 7

		r-Crespo/Diaz ASCE 7

		s-Collis ASCE 6

		t- Cuba Monthly Economic Report, Sept 1998

		* As of 09/01/98

		@ However, USD 266 mill will be used to repay loans, so net receipts will be around USD 534 mill. Plus, this might be far too optimistic

		X Since the exchange rate and other factors often distort the actual figures, the study will utilize the EIU's method of calculating the GDP

		~Prices started at USD 240 per ton by Jan but dropped to USD 160 per ton by October-see chapter 2

		1998 Realistic Estimates given by Cuban Economists Jorge Mario Sánchez, Omar Everleny Pérez, and Pedro Monreal in separate interviews.

		The figures take into consideration damage done by Hurricane Georges.

		1998 Expected Figures were estimated before Hurricane Georges
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Sheet1

		Comparison of the Sugar and Tourism Industries in Cuba, 1992-1998

																		(before hurricane)

				1992		1993		1994		1995		1996		1997		As of 09/01/98		1998 exp.		1998 real.		1999		2000		2007		2010

		Nominal GDP, in USD billions (a)(XX)		$   20.30		$   14.90		$   15.40		$   16.20		$   18.00		$   18.90				$   19.56		$   19.18

		GDP Growth Percentage (a)		-11.60%		-14.90%		0.70%		2.50%		7.80%		2.50%				3.5%(m)		1.50%		5.00%

		Number of Tourists  (a) (b) ©		480,000		560,000		617,000		746,000		1,004,000		1,180,000		936,000*(h)		1, 430,000(h)				1,724,800		2, 500, 000(I)		4,006,800		7,000,000(p)

		Change w/ previous year		-		16.67%		10.18%		20.91%		34.58%		17.53%				19.17%				20.62%

		Caribbean Arrivals (millions) ®								14.70		15.30		16.00				16.80				17.60		18.40		25.20

		Cuba's Percentage of Caribbean Arrivals ®								5.1%		6.6%		7.5%				8.5%				9.8%		10.9%		15.9%

		Gross Expenditure per Tourist (g)		$783		$812		$1,347		$1,483		$1,395		$1,416				$   1,153.85

		Average Tourist Expenditure per Day, in USD (t)		$   135.61		$   137.88		$   150.28		$   170.25		$   160.00

		Gross Tourism Revenue, in millions of USD		$567		$756		$850		$1,100		$1,350		$1,540				$1, 886(k)						$3,000		$ 7,500 ®

		Net Tourism Revenue, in millions of USD		$170		$227		$255		$330		$405		$462				$565.80

		Percentage Change in gross revenue with previous year		-		33.33%		12.43%		29.41%		22.73%		14.07%				30.07%						59.07%

		Gross Tourism Earnings Percentage of GDP (f)		2.79%		5.07%		5.52%		6.79%		7.50%		8%

		Average Length of Stay (days) (q)		9.10		9.60		9.10		8.70						7.70								7.6

		Available Hotel Rooms ®		18,662		22,139		23,254		24,233		26,878		31,878				37,778				46, 678 ®		50,000(l)		70,000 ®

		Percentage of change'with previous year ®		12.00%		18.00%		5.00%		4.00%		11.00%		18.00%				18.00%				16.00%		13.00%

		Percentage of Rooms in beach locations (q)		66.00%		60.00%		62.00%		62.00%		63.00%								80.00%				51.00%

		Sugar Harvest (in millions of tons) (a)		7.1		4.365		4.024		3.475 (k)		4.446		4.252(k)				3.2		3		2.7(t)

		Sugar Export Gross Income, in millions (a)		$1,243		$720		$600		$714		$971		$ 845 (h)				$ 800(h)  @

		Sugar Export Volume (in millions of tons) (a)		6.084		3.968		3.264		2.778		3.663		3.582				2.5(o)

		Export Percentage of Production		85.69%		90.90%		81.11%		79.94%		82.39%		84.24%				78.13%

		Sugar Export Percentage of GDP		10.80%		4.80%		3.90%		4.40%		5.39%		4.47%

		World Market Price per ton, in dollars (n)								$325		$285		$240		$ 240~

		Sources

		a-EIU Country Profile 1997-98				k-Omar's paper

		b-Reuters News Service				l-Monreal p. 10, April 1998 CubaNews

		c-The NY Times 11/30/97				m-CubaNews Sptember 1998, p.5 estimate

		d-UNM's Cuba-L newsletter				n-CubaNews, July 1998

		f- EIU Country Profile, 1st Quarter 1998				o-CubaNews, June 1998

		g-Cuba News, June 1997				p-CubaNews, May 1998

		h-Cuba News, October 98				q-Suddaby ASCE 7

		I- ASCE 97, Perez-Lopez				r-Crespo/Diaz Asce 7

		J- As estimated by the National Bank of Cuba				s-Collis, ASCE 6

						t- Cuba Monthly Economic Report, Sept 1998

		* As of 09/01/98

		@ However, 266 mill will be used to repay loans, so gross receipts will be around 534 mill. Plus, this might be far too optimistic

		X Since the exchange rate and other factors often distort the actual figures, the study will utilize the EIU's method of calculating the GDP

		~Prices started at 240 by Jan but dropped to 160 by October-see chapter 2
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92-97

		Cuban Sugar and Tourism Economic Statistics, 1992-1997

				1992		1993		1994		1995		1996		1997

		Nominal GDP, in USD billions (a) X		$   20.30		$   14.90		$   15.40		$   16.20		$   18.00		$   18.90

		GDP Growth Percentage (a)		-11.60%		-14.90%		0.70%		2.50%		7.80%		2.50%

		Number of Tourists  (a) (b) ©		480,000		560,000		617,000		746,000		1,004,000		1,180,000

		Change w/ previous year		-		16.67%		10.18%		20.91%		34.58%		17.53%

		Caribbean Arrivals (millions) ®								14.70		15.30		16.00

		Cuba's Percentage of Caribbean Arrivals ®								5.1%		6.6%		7.5%

		Gross Expenditure per Tourist (g)		$783		$812		$1,347		$1,483		$1,395		$1,416

		Average Tourist Expenditure per Day, in USD (t)		$   135.61		$   137.88		$   150.28		$   170.25		$   160.00

		Gross Tourism Revenue, in millions of USD		$567		$756		$850		$1,100		$1,350		$1,540

		Net Tourism Revenue, in millions of USD		$170		$227		$255		$330		$405		$462

		Percentage Change in gross revenue with previous year		-		33.33%		12.43%		29.41%		22.73%		14.07%

		Gross Tourism Earnings Percentage of GDP (f)		2.79%		5.07%		5.52%		6.79%		7.50%		8%

		Average Length of Stay (days) (q)		9.10		9.60		9.10		8.70

		Available Hotel Rooms ®		18,662		22,139		23,254		24,233		26,878		31,878

		Percentage of change'with previous year ®		12.00%		18.00%		5.00%		4.00%		11.00%		18.00%

		Percentage of Rooms in beach locations (q)		66.00%		60.00%		62.00%		62.00%		63.00%

		Sugar Harvest (in millions of tons) (a)		7.1		4.365		4.024		3.475 (k)		4.446		4.252(k)

		Sugar Export Gross Income, in millions (a) @		$1,243		$720		$600		$714		$971		$ 845 (h)

		Sugar Export Volume (in millions of tons) (a)		6.084		3.968		3.264		2.778		3.663		3.582

		Export Percentage of Production		85.69%		90.90%		81.11%		79.94%		82.39%		84.24%

		Sugar Export Percentage of GDP		10.80%		4.80%		3.90%		4.40%		5.39%		4.47%

		World Market Price per ton, in dollars (n)								$325		$285		$ 240~





98-10

		Cuban Sugar and Tourism Economic Statistics, 1998-2010 Estimates

				As of 9/98		1998 exp.		1998 real.		1999		2000		2007		2010

		Nominal GDP, in USD billions (a) X				$   19.56		$   19.18

		GDP Growth Percentage (a)				3.5%(m)		1.50%		5.00%

		Number of Tourists  (a) (b) ©		936,000*(h)		1, 430,000(h)				1,724,800		2, 500, 000(I)		4,006,800		7,000,000(p)

		Change w/ previous year				19.17%				20.62%

		Caribbean Arrivals (millions) ®				16.80				17.60		18.40		25.20

		Cuba's Percentage of Caribbean Arrivals ®				8.5%				9.8%		10.9%		15.9%

		Gross Expenditure per Tourist (g)				$   1,153.85

		Gross Tourism Revenue, in millions of USD				$1, 886(k)						$3,000		$ 7,500 ®

		Net Tourism Revenue, in millions of USD				$565.80

		% Change in gross revenue with prev. year				30.07%						59.07%

		Average Length of Stay (days) (q)		7.70								7.6

		Available Hotel Rooms ®				37,778				46, 678 ®		50,000(l)		70,000 ®

		Percentage of change'with previous year ®				18.00%				16.00%		13.00%

		Percentage of Rooms in beach locations (q)						80.00%				51.00%

		Sugar Harvest (in millions of tons) (a)				3.2		3		2.7(t)

		Sugar Export Gross Income, in millions (a) @				$ 800(h)  @		$   750

		Sugar Export Volume (in millions of tons) (a)				2.5(o)

		Export Percentage of Production				78.13%

		World Market Price per ton, in dollars (n)		$ 157~

				250
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Sources

		Sources and Notes

		a-EIU Country Profile 1997-98

		b-Reuters News Service

		c-The NY Times 11/30/97

		d-UNM's Cuba-L newsletter

		f- EIU Country Profile, 1st Quarter 1998

		g-Cuba News, June 1997

		h-Cuba News, October 98

		I- ASCE 97, Perez-Lopez

		J- Informe Económico 1997

		k-Cuba: La Evolución Económica Reciente (Pérez)

		l-April 1998 CubaNews

		m-CubaNews Sptember 1998, p.5 estimate

		n-CubaNews, July 1998

		o-CubaNews, June 1998

		p-CubaNews, May 1998

		q-Suddaby ASCE 7

		r-Crespo/Diaz ASCE 7

		s-Collis ASCE 6

		t- Cuba Monthly Economic Report, Sept 1998

		* As of 09/01/98

		@ However, USD 266 mill will be used to repay loans, so net receipts will be around USD 534 mill. Plus, this might be far too optimistic

		X Since the exchange rate and other factors often distort the actual figures, the study will utilize the EIU's method of calculating the GDP

		~Prices started at USD 240 per ton by Jan but dropped to USD 160 per ton by October-see chapter 2

		1998 Realistic Estimates given by Cuban Economists Jorge Mario Sánchez, Omar Everleny Pérez, and Pedro Monreal in separate interviews.

		The figures take into consideration damage done by Hurricane Georges.

		1998 Expected Figures were estimated before Hurricane Georges
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92-97

		Cuban Sugar and Tourism Economic Statistics, 1992-1997

				1992		1993		1994		1995		1996		1997

		Nominal GDP, in USD billions (a) X		$   20.30		$   14.90		$   15.40		$   16.20		$   18.00		$   18.90

		GDP Growth Percentage (a)		-11.60%		-14.90%		0.70%		2.50%		7.80%		2.50%

		Number of Tourists  (a) (b) ©		480,000		560,000		617,000		746,000		1,004,000		1,180,000

		Change w/ previous year		-		16.67%		10.18%		20.91%		34.58%		17.53%

		Caribbean Arrivals (millions) ®								14.70		15.30		16.00

		Cuba's Percentage of Caribbean Arrivals ®								5.1%		6.6%		7.5%

		Gross Expenditure per Tourist (g)		$783		$812		$1,347		$1,483		$1,395		$1,416

		Average Tourist Expenditure per Day, in USD (t)		$   135.61		$   137.88		$   150.28		$   170.25		$   160.00

		Gross Tourism Revenue, in millions of USD		$567		$756		$850		$1,100		$1,350		$1,540

		Net Tourism Revenue, in millions of USD		$170		$227		$255		$330		$405		$462

		Percentage Change in gross revenue with previous year		-		33.33%		12.43%		29.41%		22.73%		14.07%

		Gross Tourism Earnings Percentage of GDP (f)		2.79%		5.07%		5.52%		6.79%		7.50%		8%

		Average Length of Stay (days) (q)		9.10		9.60		9.10		8.70

		Available Hotel Rooms ®		18,662		22,139		23,254		24,233		26,878		31,878

		Percentage of change'with previous year ®		12.00%		18.00%		5.00%		4.00%		11.00%		18.00%

		Percentage of Rooms in beach locations (q)		66.00%		60.00%		62.00%		62.00%		63.00%

		Sugar Harvest (in millions of tons) (a)		7.1		4.365		4.024		3.475 (k)		4.446		4.252(k)

		Sugar Export Gross Income, in millions (a) @		$1,243		$720		$600		$714		$971		$ 845 (h)

		Sugar Export Volume (in millions of tons) (a)		6.084		3.968		3.264		2.778		3.663		3.582

		Export Percentage of Production		85.69%		90.90%		81.11%		79.94%		82.39%		84.24%

		Sugar Export Percentage of GDP		10.80%		4.80%		3.90%		4.40%		5.39%		4.47%

		World Market Price per ton, in dollars (n)								$325		$285		$ 240~





98-10

		Cuban Sugar and Tourism Economic Statistics, 1998-2010 Estimates

				As of 9/98		1998 exp.		1998 real.		1999		2000		2007		2010

		Nominal GDP, in USD billions (a) X				$   19.56		$   19.18

		GDP Growth Percentage (a)				3.5%(m)		1.50%		5.00%

		Number of Tourists  (a) (b) ©		936,000*(h)		1, 430,000(h)				1,724,800		2, 500, 000(I)		4,006,800		7,000,000(p)

		Change w/ previous year				19.17%				20.62%

		Caribbean Arrivals (millions) ®				16.80				17.60		18.40		25.20

		Cuba's Percentage of Caribbean Arrivals ®				8.5%				9.8%		10.9%		15.9%

		Gross Expenditure per Tourist (g)				$   1,153.85

		Gross Tourism Revenue, in millions of USD				$1, 886(k)						$3,000		$ 7,500 ®

		Net Tourism Revenue, in millions of USD				$565.80

		% Change in gross revenue with prev. year				30.07%						59.07%

		Average Length of Stay (days) (q)		7.70								7.6

		Available Hotel Rooms ®				37,778				46, 678 ®		50,000(l)		70,000 ®

		Percentage of change'with previous year ®				18.00%				16.00%		13.00%

		Percentage of Rooms in beach locations (q)						80.00%				51.00%

		Sugar Harvest (in millions of tons) (a)				3.2		3		2.7(t)

		Sugar Export Gross Income, in millions (a) @				$ 800(h)  @

		Sugar Export Volume (in millions of tons) (a)				2.5(o)

		Export Percentage of Production				78.13%

		World Market Price per ton, in dollars (n)		$ 157~





Sources

		Sources and Notes

		a-EIU Country Profile 1997-98

		b-Reuters News Service

		c-The NY Times 11/30/97

		d-UNM's Cuba-L newsletter

		f- EIU Country Profile, 1st Quarter 1998

		g-Cuba News, June 1997

		h-Cuba News, October 98

		I- ASCE 97, Perez-Lopez

		J- Informe Económico 1997

		k-Cuba: La Evolución Económica Reciente (Pérez)

		l-April 1998 CubaNews

		m-CubaNews Sptember 1998, p.5 estimate

		n-CubaNews, July 1998

		o-CubaNews, June 1998

		p-CubaNews, May 1998

		q-Suddaby ASCE 7

		r-Crespo/Diaz ASCE 7

		s-Collis ASCE 6

		t- Cuba Monthly Economic Report, Sept 1998

		* As of 09/01/98

		@ However, USD 266 mill will be used to repay loans, so net receipts will be around USD 534 mill. Plus, this might be far too optimistic

		X Since the exchange rate and other factors often distort the actual figures, the study will utilize the EIU's method of calculating the GDP

		~Prices started at USD 240 per ton by Jan but dropped to USD 160 per ton by October-see chapter 2

		1998 Realistic Estimates given by Cuban Economists Jorge Mario Sánchez, Omar Everleny Pérez, and Pedro Monreal in separate interviews.

		The figures take into consideration damage done by Hurricane Georges.

		1998 Expected Figures were estimated before Hurricane Georges
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92-97

		Cuban Sugar and Tourism Economic Statistics, 1992-1997

				1992		1993		1994		1995		1996		1997

		Nominal GDP, in USD billions (a) X		$   20.30		$   14.90		$   15.40		$   16.20		$   18.00		$   18.90

		GDP Growth Percentage (a)		-11.60%		-14.90%		0.70%		2.50%		7.80%		2.50%

		Number of Tourists  (a) (b) ©		480,000		560,000		617,000		746,000		1,004,000		1,180,000

		Change w/ previous year		-		16.67%		10.18%		20.91%		34.58%		17.53%

		Caribbean Arrivals (millions) ®								14.70		15.30		16.00

		Cuba's Percentage of Caribbean Arrivals ®								5.1%		6.6%		7.5%

		Gross Expenditure per Tourist (g)		$783		$812		$1,347		$1,483		$1,395		$1,416

		Average Tourist Expenditure per Day, in USD (t)		$   135.61		$   137.88		$   150.28		$   170.25		$   160.00

		Gross Tourism Revenue, in millions of USD		$567		$756		$850		$1,100		$1,350		$1,540

		Net Tourism Revenue, in millions of USD		$170		$227		$255		$330		$405		$462

		Percentage Change in gross revenue with previous year		-		33.33%		12.43%		29.41%		22.73%		14.07%

		Gross Tourism Earnings Percentage of GDP (f)		2.79%		5.07%		5.52%		6.79%		7.50%		8%

		Average Length of Stay (days) (q)		9.10		9.60		9.10		8.70

		Available Hotel Rooms ®		18,662		22,139		23,254		24,233		26,878		31,878

		Percentage of change'with previous year ®		12.00%		18.00%		5.00%		4.00%		11.00%		18.00%

		Percentage of Rooms in beach locations (q)		66.00%		60.00%		62.00%		62.00%		63.00%

		Sugar Harvest (in millions of tons) (a)		7.1		4.365		4.024		3.475 (k)		4.446		4.252(k)

		Sugar Export Gross Income, in millions (a) @		$1,243		$720		$600		$714		$971		$ 845 (h)

		Sugar Export Volume (in millions of tons) (a)		6.084		3.968		3.264		2.778		3.663		3.582

		Export Percentage of Production		85.69%		90.90%		81.11%		79.94%		82.39%		84.24%

		Sugar Export Percentage of GDP		10.80%		4.80%		3.90%		4.40%		5.39%		4.47%

		World Market Price per ton, in dollars (n)								$325		$285		$ 240~





98-10

		Cuban Sugar and Tourism Economic Statistics, 1998-2010 Estimates

				As of 9/98		1998 exp.		1998 real.		1999		2000		2007		2010

		Nominal GDP, in USD billions (a) X				$   19.56		$   19.18

		GDP Growth Percentage (a)				3.5%(m)		1.50%		5.00%

		Number of Tourists  (a) (b) ©		936,000*(h)		1, 430,000(h)				1,724,800		2, 500, 000(I)		4,006,800		7,000,000(p)

		Change w/ previous year				19.17%				20.62%

		Caribbean Arrivals (millions) ®				16.80				17.60		18.40		25.20

		Cuba's Percentage of Caribbean Arrivals ®				8.5%				9.8%		10.9%		15.9%

		Gross Expenditure per Tourist (g)				$   1,153.85

		Gross Tourism Revenue, in millions of USD				$1, 886(k)						$3,000		$ 7,500 ®

		Net Tourism Revenue, in millions of USD				$565.80

		% Change in gross revenue with prev. year				30.07%						59.07%

		Average Length of Stay (days) (q)		7.70								7.6

		Available Hotel Rooms ®				37,778				46, 678 ®		50,000(l)		70,000 ®

		Percentage of change'with previous year ®				18.00%				16.00%		13.00%

		Percentage of Rooms in beach locations (q)						80.00%				51.00%

		Sugar Harvest (in millions of tons) (a)				3.2		3		2.7(t)

		Sugar Export Gross Income, in millions (a) @				$ 800(h)  @

		Sugar Export Volume (in millions of tons) (a)				2.5(o)

		Export Percentage of Production				78.13%

		World Market Price per ton, in dollars (n)		$ 157~
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Sources

		Sources and Notes

		a-EIU Country Profile 1997-98

		b-Reuters News Service

		c-The NY Times 11/30/97

		d-UNM's Cuba-L newsletter

		f- EIU Country Profile, 1st Quarter 1998

		g-Cuba News, June 1997

		h-Cuba News, October 98

		I- ASCE 97, Perez-Lopez

		J- Informe Económico 1997

		k-Cuba: La Evolución Económica Reciente (Pérez)

		l-April 1998 CubaNews

		m-CubaNews Sptember 1998, p.5 estimate

		n-CubaNews, July 1998

		o-CubaNews, June 1998

		p-CubaNews, May 1998

		q-Suddaby ASCE 7

		r-Crespo/Diaz ASCE 7

		s-Collis ASCE 6

		t- Cuba Monthly Economic Report, Sept 1998

		* As of 09/01/98

		@ However, USD 266 mill will be used to repay loans, so net receipts will be around USD 534 mill. Plus, this might be far too optimistic

		X Since the exchange rate and other factors often distort the actual figures, the study will utilize the EIU's method of calculating the GDP

		~Prices started at USD 240 per ton by Jan but dropped to USD 160 per ton by October-see chapter 2

		1998 Realistic Estimates given by Cuban Economists Jorge Mario Sánchez, Omar Everleny Pérez, and Pedro Monreal in separate interviews.

		The figures take into consideration damage done by Hurricane Georges.

		1998 Expected Figures were estimated before Hurricane Georges
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92-97

		Cuban Sugar and Tourism Economic Statistics, 1992-1997

				1992		1993		1994		1995		1996		1997

		Nominal GDP, in USD billions (a) X		$   20.30		$   14.90		$   15.40		$   16.20		$   18.00		$   18.90

		GDP Growth Percentage (a)		-11.60%		-14.90%		0.70%		2.50%		7.80%		2.50%

		Number of Tourists  (a) (b) ©		480,000		560,000		617,000		746,000		1,004,000		1,180,000

		Change w/ previous year		-		16.67%		10.18%		20.91%		34.58%		17.53%

		Caribbean Arrivals (millions) ®								14.70		15.30		16.00

		Cuba's Percentage of Caribbean Arrivals ®								5.1%		6.6%		7.5%

		Gross Expenditure per Tourist (g)		$783		$812		$1,347		$1,483		$1,395		$1,416

		Average Tourist Expenditure per Day, in USD (t)		$   135.61		$   137.88		$   150.28		$   170.25		$   160.00

		Gross Tourism Revenue, in millions of USD		$567		$756		$850		$1,100		$1,350		$1,540

		Net Tourism Revenue, in millions of USD		$170		$227		$255		$330		$405		$462

		Percentage Change in gross revenue with previous year		-		33.33%		12.43%		29.41%		22.73%		14.07%

		Gross Tourism Earnings Percentage of GDP (f)		2.79%		5.07%		5.52%		6.79%		7.50%		8%

		Average Length of Stay (days) (q)		9.10		9.60		9.10		8.70

		Available Hotel Rooms ®		18,662		22,139		23,254		24,233		26,878		31,878

		Percentage of change'with previous year ®		12.00%		18.00%		5.00%		4.00%		11.00%		18.00%

		Percentage of Rooms in beach locations (q)		66.00%		60.00%		62.00%		62.00%		63.00%

		Sugar Harvest (in millions of tons) (a)		7.1		4.365		4.024		3.475 (k)		4.446		4.252(k)

		Sugar Export Gross Income, in millions (a) @		$1,243		$720		$600		$714		$971		$ 845 (h)

		Sugar Export Volume (in millions of tons) (a)		6.084		3.968		3.264		2.778		3.663		3.582

		Export Percentage of Production		85.69%		90.90%		81.11%		79.94%		82.39%		84.24%

		Sugar Export Percentage of GDP		10.80%		4.80%		3.90%		4.40%		5.39%		4.47%

		World Market Price per ton, in dollars (n)								$325		$285		$ 240~





98-10

		Cuban Sugar and Tourism Economic Statistics, 1998-2010 Estimates

				As of 9/98		1998 exp.		1998 real.		1999		2000		2007		2010

		Nominal GDP, in USD billions (a) X				$   19.56		$   19.18

		GDP Growth Percentage (a)				3.5%(m)		1.50%		5.00%

		Number of Tourists  (a) (b) ©		936,000*(h)		1, 430,000(h)				1,724,800		2, 500, 000(I)		4,006,800		7,000,000(p)

		Change w/ previous year				19.17%				20.62%

		Caribbean Arrivals (millions) ®				16.80				17.60		18.40		25.20

		Cuba's Percentage of Caribbean Arrivals ®				8.5%				9.8%		10.9%		15.9%

		Gross Expenditure per Tourist (g)				$   1,153.85

		Gross Tourism Revenue, in millions of USD				$1, 886(k)						$3,000		$ 7,500 ®

		Net Tourism Revenue, in millions of USD				$565.80

		% Change in gross revenue with prev. year				30.07%						59.07%

		Average Length of Stay (days) (q)		7.70								7.6

		Available Hotel Rooms ®				37,778				46, 678 ®		50,000(l)		70,000 ®

		Percentage of change'with previous year ®				18.00%				16.00%		13.00%

		Percentage of Rooms in beach locations (q)						80.00%				51.00%

		Sugar Harvest (in millions of tons) (a)				3.2		3		2.7(t)

		Sugar Export Gross Income, in millions (a) @				$ 800(h)  @

		Sugar Export Volume (in millions of tons) (a)				2.5(o)

		Export Percentage of Production				78.13%

		World Market Price per ton, in dollars (n)		$ 157~
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		Cuban Tourists		0.48		0.56		0.617		0.746		1.004		1.18		1.43		1.7248		2.5		4.0068		7
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Sources

		Sources and Notes

		a-EIU Country Profile 1997-98

		b-Reuters News Service

		c-The NY Times 11/30/97

		d-UNM's Cuba-L newsletter

		f- EIU Country Profile, 1st Quarter 1998

		g-Cuba News, June 1997

		h-Cuba News, October 98

		I- ASCE 97, Perez-Lopez

		J- Informe Económico 1997

		k-Cuba: La Evolución Económica Reciente (Pérez)

		l-April 1998 CubaNews

		m-CubaNews Sptember 1998, p.5 estimate

		n-CubaNews, July 1998

		o-CubaNews, June 1998

		p-CubaNews, May 1998

		q-Suddaby ASCE 7

		r-Crespo/Diaz ASCE 7

		s-Collis ASCE 6

		t- Cuba Monthly Economic Report, Sept 1998

		* As of 09/01/98

		@ However, USD 266 mill will be used to repay loans, so net receipts will be around USD 534 mill. Plus, this might be far too optimistic

		X Since the exchange rate and other factors often distort the actual figures, the study will utilize the EIU's method of calculating the GDP

		~Prices started at USD 240 per ton by Jan but dropped to USD 160 per ton by October-see chapter 2

		1998 Realistic Estimates given by Cuban Economists Jorge Mario Sánchez, Omar Everleny Pérez, and Pedro Monreal in separate interviews.

		The figures take into consideration damage done by Hurricane Georges.

		1998 Expected Figures were estimated before Hurricane Georges






_974070498.xls
Chart8

		1992

		1993

		1994

		1995

		1996

		1997



GDP Percentage

Year

0.0279

0.0507

0.0552

0.0679

0.075

0.08



92-97

		Cuban Sugar and Tourism Economic Statistics, 1992-1997

				1992		1993		1994		1995		1996		1997

		Nominal GDP, in USD billions (a) X		$   20.30		$   14.90		$   15.40		$   16.20		$   18.00		$   18.90

		GDP Growth Percentage (a)		-11.60%		-14.90%		0.70%		2.50%		7.80%		2.50%

		Number of Tourists  (a) (b) ©		480,000		560,000		617,000		746,000		1,004,000		1,180,000

		Change w/ previous year		-		16.67%		10.18%		20.91%		34.58%		17.53%

		Caribbean Arrivals (millions) ®								14.70		15.30		16.00

		Cuba's Percentage of Caribbean Arrivals ®								5.1%		6.6%		7.5%

		Gross Expenditure per Tourist (g)		$783		$812		$1,347		$1,483		$1,395		$1,416

		Average Tourist Expenditure per Day, in USD (t)		$   135.61		$   137.88		$   150.28		$   170.25		$   160.00

		Gross Tourism Revenue, in millions of USD		$567		$756		$850		$1,100		$1,350		$1,540

		Net Tourism Revenue, in millions of USD		$170		$227		$255		$330		$405		$462

		Percentage Change in gross revenue with previous year		-		33.33%		12.43%		29.41%		22.73%		14.07%

		Gross Tourism Earnings Percentage of GDP (f)		2.79%		5.07%		5.52%		6.79%		7.50%		8%

		Average Length of Stay (days) (q)		9.10		9.60		9.10		8.70

		Available Hotel Rooms ®		18,662		22,139		23,254		24,233		26,878		31,878

		Percentage of change'with previous year ®		12.00%		18.00%		5.00%		4.00%		11.00%		18.00%

		Percentage of Rooms in beach locations (q)		66.00%		60.00%		62.00%		62.00%		63.00%

		Sugar Harvest (in millions of tons) (a)		7.1		4.365		4.024		3.475 (k)		4.446		4.252(k)

		Sugar Export Gross Income, in millions (a) @		$1,243		$720		$600		$714		$971		$ 845 (h)

		Sugar Export Volume (in millions of tons) (a)		6.084		3.968		3.264		2.778		3.663		3.582

		Export Percentage of Production		85.69%		90.90%		81.11%		79.94%		82.39%		84.24%

		Sugar Export Percentage of GDP		10.80%		4.80%		3.90%		4.40%		5.39%		4.47%

		World Market Price per ton, in dollars (n)								$325		$285		$ 240~





98-10

		Cuban Sugar and Tourism Economic Statistics, 1998-2010 Estimates

				As of 9/98		1998 exp.		1998 real.		1999		2000		2007		2010

		Nominal GDP, in USD billions (a) X				$   19.56		$   19.18

		GDP Growth Percentage (a)				3.5%(m)		1.50%		5.00%

		Number of Tourists  (a) (b) ©		936,000*(h)		1, 430,000(h)				1,724,800		2, 500, 000(I)		4,006,800		7,000,000(p)

		Change w/ previous year				19.17%				20.62%

		Caribbean Arrivals (millions) ®				16.80				17.60		18.40		25.20

		Cuba's Percentage of Caribbean Arrivals ®				8.5%				9.8%		10.9%		15.9%

		Gross Expenditure per Tourist (g)				$   1,153.85

		Gross Tourism Revenue, in millions of USD				$1, 886(k)						$3,000		$ 7,500 ®

		Net Tourism Revenue, in millions of USD				$565.80

		% Change in gross revenue with prev. year				30.07%						59.07%

		Average Length of Stay (days) (q)		7.70								7.6

		Available Hotel Rooms ®				37,778				46, 678 ®		50,000(l)		70,000 ®

		Percentage of change'with previous year ®				18.00%				16.00%		13.00%

		Percentage of Rooms in beach locations (q)						80.00%				51.00%

		Sugar Harvest (in millions of tons) (a)				3.2		3		2.7(t)

		Sugar Export Gross Income, in millions (a) @				$ 800(h)  @

		Sugar Export Volume (in millions of tons) (a)				2.5(o)

		Export Percentage of Production				78.13%

		World Market Price per ton, in dollars (n)		$ 157~
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Sources

		Sources and Notes

		a-EIU Country Profile 1997-98

		b-Reuters News Service

		c-The NY Times 11/30/97

		d-UNM's Cuba-L newsletter

		f- EIU Country Profile, 1st Quarter 1998

		g-Cuba News, June 1997

		h-Cuba News, October 98

		I- ASCE 97, Perez-Lopez

		J- Informe Económico 1997

		k-Cuba: La Evolución Económica Reciente (Pérez)

		l-April 1998 CubaNews

		m-CubaNews Sptember 1998, p.5 estimate

		n-CubaNews, July 1998

		o-CubaNews, June 1998

		p-CubaNews, May 1998

		q-Suddaby ASCE 7

		r-Crespo/Diaz ASCE 7

		s-Collis ASCE 6

		t- Cuba Monthly Economic Report, Sept 1998

		* As of 09/01/98

		@ However, USD 266 mill will be used to repay loans, so net receipts will be around USD 534 mill. Plus, this might be far too optimistic

		X Since the exchange rate and other factors often distort the actual figures, the study will utilize the EIU's method of calculating the GDP

		~Prices started at USD 240 per ton by Jan but dropped to USD 160 per ton by October-see chapter 2

		1998 Realistic Estimates given by Cuban Economists Jorge Mario Sánchez, Omar Everleny Pérez, and Pedro Monreal in separate interviews.

		The figures take into consideration damage done by Hurricane Georges.

		1998 Expected Figures were estimated before Hurricane Georges
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92-97

		Cuban Sugar and Tourism Economic Statistics, 1992-1997

				1992		1993		1994		1995		1996		1997

		Nominal GDP, in USD billions (a) X		$   20.30		$   14.90		$   15.40		$   16.20		$   18.00		$   18.90

		GDP Growth Percentage (a)		-11.60%		-14.90%		0.70%		2.50%		7.80%		2.50%

		Number of Tourists  (a) (b) ©		480,000		560,000		617,000		746,000		1,004,000		1,180,000

		Change w/ previous year		-		16.67%		10.18%		20.91%		34.58%		17.53%

		Caribbean Arrivals (millions) ®								14.70		15.30		16.00

		Cuba's Percentage of Caribbean Arrivals ®								5.1%		6.6%		7.5%

		Gross Expenditure per Tourist (g)		$783		$812		$1,347		$1,483		$1,395		$1,416

		Average Tourist Expenditure per Day, in USD (t)		$   135.61		$   137.88		$   150.28		$   170.25		$   160.00

		Gross Tourism Revenue, in millions of USD		$567		$756		$850		$1,100		$1,350		$1,540

		Net Tourism Revenue, in millions of USD		$170		$227		$255		$330		$405		$462

		Percentage Change in gross revenue with previous year		-		33.33%		12.43%		29.41%		22.73%		14.07%

		Gross Tourism Earnings Percentage of GDP (f)		2.79%		5.07%		5.52%		6.79%		7.50%		8%

		Average Length of Stay (days) (q)		9.10		9.60		9.10		8.70

		Available Hotel Rooms ®		18,662		22,139		23,254		24,233		26,878		31,878

		Percentage of change'with previous year ®		12.00%		18.00%		5.00%		4.00%		11.00%		18.00%

		Percentage of Rooms in beach locations (q)		66.00%		60.00%		62.00%		62.00%		63.00%

		Sugar Harvest (in millions of tons) (a)		7.1		4.365		4.024		3.475 (k)		4.446		4.252(k)

		Sugar Export Gross Income, in millions (a) @		$1,243		$720		$600		$714		$971		$ 845 (h)

		Sugar Export Volume (in millions of tons) (a)		6.084		3.968		3.264		2.778		3.663		3.582

		Export Percentage of Production		85.69%		90.90%		81.11%		79.94%		82.39%		84.24%

		Sugar Export Percentage of GDP		10.80%		4.80%		3.90%		4.40%		5.39%		4.47%

		World Market Price per ton, in dollars (n)								$325		$285		$ 240~





98-10

		Cuban Sugar and Tourism Economic Statistics, 1998-2010 Estimates

				As of 9/98		1998 exp.		1998 real.		1999		2000		2007		2010

		Nominal GDP, in USD billions (a) X				$   19.56		$   19.18

		GDP Growth Percentage (a)				3.5%(m)		1.50%		5.00%

		Number of Tourists  (a) (b) ©		936,000*(h)		1, 430,000(h)				1,724,800		2, 500, 000(I)		4,006,800		7,000,000(p)

		Change w/ previous year				19.17%				20.62%

		Caribbean Arrivals (millions) ®				16.80				17.60		18.40		25.20

		Cuba's Percentage of Caribbean Arrivals ®				8.5%				9.8%		10.9%		15.9%

		Gross Expenditure per Tourist (g)				$   1,153.85

		Gross Tourism Revenue, in millions of USD				$1, 886(k)						$3,000		$ 7,500 ®

		Net Tourism Revenue, in millions of USD				$565.80

		% Change in gross revenue with prev. year				30.07%						59.07%

		Average Length of Stay (days) (q)		7.70								7.6

		Available Hotel Rooms ®				37,778				46, 678 ®		50,000(l)		70,000 ®

		Percentage of change'with previous year ®				18.00%				16.00%		13.00%

		Percentage of Rooms in beach locations (q)						80.00%				51.00%

		Sugar Harvest (in millions of tons) (a)				3.2		3		2.7(t)

		Sugar Export Gross Income, in millions (a) @				$ 800(h)  @

		Sugar Export Volume (in millions of tons) (a)				2.5(o)

		Export Percentage of Production				78.13%

		World Market Price per ton, in dollars (n)		$ 157~
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Sources

		Sources and Notes

		a-EIU Country Profile 1997-98

		b-Reuters News Service

		c-The NY Times 11/30/97

		d-UNM's Cuba-L newsletter

		f- EIU Country Profile, 1st Quarter 1998

		g-Cuba News, June 1997

		h-Cuba News, October 98

		I- ASCE 97, Perez-Lopez

		J- Informe Económico 1997

		k-Cuba: La Evolución Económica Reciente (Pérez)

		l-April 1998 CubaNews

		m-CubaNews Sptember 1998, p.5 estimate

		n-CubaNews, July 1998

		o-CubaNews, June 1998

		p-CubaNews, May 1998

		q-Suddaby ASCE 7

		r-Crespo/Diaz ASCE 7

		s-Collis ASCE 6

		t- Cuba Monthly Economic Report, Sept 1998

		* As of 09/01/98

		@ However, USD 266 mill will be used to repay loans, so net receipts will be around USD 534 mill. Plus, this might be far too optimistic

		X Since the exchange rate and other factors often distort the actual figures, the study will utilize the EIU's method of calculating the GDP

		~Prices started at USD 240 per ton by Jan but dropped to USD 160 per ton by October-see chapter 2

		1998 Realistic Estimates given by Cuban Economists Jorge Mario Sánchez, Omar Everleny Pérez, and Pedro Monreal in separate interviews.

		The figures take into consideration damage done by Hurricane Georges.

		1998 Expected Figures were estimated before Hurricane Georges






