CUBA: U.S. AGRIBUSINESS EXPORT
PROSPECTS UNDER THREE SCENARIOS

James E. Ross!

Current U.S.-Cuba relations deny two-way agribusi-
ness trade. Many analysts believe removal of U.S.
economic sanctions on Cuba and a democratic free-
market Republic of Cuba would open the door for
muld-billion dollar trade and investment in food and
agriculture between the two countries. This paper
provides background information on U.S.-Cuba
food and agricultural trade, and then examines pros-
pects for U.S. and Cuba agribusiness trade under
three scenarios: (1) U.S. lifts the travel ban; (2) U.S.
removes economic sanctions; and (3) a democratic
Cuba adopts a market-oriented economy. In recent
years, U.S. legislation has been introduced that
would make into law scenarios one and two. The
third scenario is a hopeful prospect of the future.

U.S.-CUBA AGRICULTURAL TRADE

Prior to Cuba’s revolution in 1959, there were strong
economic relations between the United States and
Cuba. Seventy percent of Cuba’s imports were from
the United States in 1958. Sixty-seven percent of the
country’s exports went to the United States.? Also,
the United States was the principal source of both
private and official capital for Cuba.

Proximity of the two markets, resulting in reduced
transportation duration and costs compared to alter-
native country sources, was an important factor in
trade between the two countries. Complementary

import and export markets, also, were important; but
U.S. investment in Cuba was perhaps the greatest
underlying factor in promoting strong trade rela-
tions. U.S. investment fueled Cuba’s sugar and other
commodity exports, which generated the foreign ex-
change needed to import U.S. farm products, as well
as other goods.

Agricultural Trade History

Bilateral relations between the United States and
Cuba deteriorated sharply following Fidel Castro’s
assumption of power in 1959. In 1961, the United
States broke diplomatic relations and in 1962 im-
posed an embargo on trade and financial relations.
On July 8, 1963, the Cuban Assets Control Regula-
tions were issued by the U.S. Government under the
Trading With The Enemy Act.

Provisions of the embargo have been amended sever-
al times. More recent amendments affecting U.S.
agribusiness include the Cuban Democracy Act
(CDA or Torricelli Act), legislated in 1992. The Act
tightened the embargo by limiting trade by third-
country subsidiaries of U.S. companies. Until the
signing of the CDA in 1992, Cuba purchased U.S.
food products directly from foreign subsidiaries of
U.S.-based companies. With passage of the Cuban
Democracy Act, the U.S. Treasury authority to issue
licenses for most U.S. subsidiary trade with Cuba was

1. Portions of the paper are excerpted and updated from a paper presented at the “Whither Goes Cuba?” symposium, Iowa University,
February 6-7, 2004, to be published in the Journal of Transnational Law and Contemporary Problems.

2. Economic Commission for Latin America (ECLA), Economic Survey of Latin America (1963), p. 273.
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revoked.? (The Torricelli Act also banned vessels that

had entered a Cuban port from loading or unloading
in U.S. ports for 180 days.)

In 1996, the Cuban Liberty and Democratic Solidar-
ity Act (“Helms-Burton Act”) further tightened the
embargo. Although trade between Cuba and U.S.
foreign-based subsidiaries was not legal, according to
U.S. law, food products with popular U.S. brands
continued to be available in Cuba throughout the
1990s. It was not until January 1999, when President
Clinton announced substantial changes in U.S. com-
mercial policy toward Cuba, that prospects improved
for food and agricultural exports to Cuba.

While there was some question regarding interpreta-
tion, the Executive Order President Clinton signed
in 1999 permitted U.S. food sales in Cuba to small
private farmers, private cooperatives, individual Cu-
ban nationals, private home-based restaurants, non-
government organizations (NGOs), and the govern-
ment-formed Basic Units of Cooperative Production
(UBPCs). Although sales of food were allowed by the
U.S. government, it was nearly impossible for U.S.
firms to make logistical arrangements with these “pri-
vate sector” entities. Therefore, there were no signifi-
cant sales of food to Cuba under the Executive Or-

der.

Cuba’s Balance of Agribusiness Trade

As a significant agricultural producer, Cuba tradi-
tionally has had a positive balance of trade in food
and agriculture products. Sugar has been the domi-
nant commodity, not only in agricultural trade, but
also in total exports. During the 1990s, however,
sugar exports fell and the positive balance of agricul-
tural trade declined. Increased exports of tobacco
products and beverages helped to alleviate the down-
ward trend of the food and beverage balance of trade,
but the drop in value of food and agricultural exports
has been consequential. In 2002, for the first time,
Cuba had a negative balance of agricultural trade in

the amount of 48 million pesos. The overall balance
of trade deficit was nearly two and three-quarter bil-
lion pesos.

In 1990, at the beginning of the Special Period,
Cuba exported agricultural products valued at $4.8
billion, more than five times the value of agricultural
imports. In 1991 agricultural exports fell to $2.6 bil-
lion and in the following decade hovered around $1
billion until 2002, when they totaled about three-
quarters of one billion. Agricultural products as a
percentage of total exports during the 1990s was
around 80%, and sugar accounted for about 90% of
the value of agricultural exports (Tables 1 and 2).

With the significant loss of foreign exchange from
sugar exports, Cuba has had to find other means of
generating hard currency to import food and other
essential products. Opening dollar stores to the Cu-
ban population and promotion of tourism have been
the main approaches.

Current U.S.-Cuba Agricultural Trade

In 2000, the U.S. Trade Sanctions Reform and Ex-
port Enhancement Act (TSRA) was signed into law.
It was not until July 12, 2001, however, that the im-
plementing regulations were published. One of the
primary purposes of TSRA was to require the U.S.
Government to license commercial sales of agricul-
tural commodities to purchasers in Cuba. All sales by
U.S. companies were to be authorized only in U.S.
dollars, on a cash basis—no credit transactions
would be permitted.

With changes in U.S. policy regarding food and agri-
cultural exports to Cuba, and Cuba’s reduced food
supply as a result of tropical storms and other factors,
food imports from the United States were initiated in
the new century. Initially, Cuba cast aside offers of
U.S. food products, including donations for disaster
assistance. Following Hurricane Michelle in Novem-
ber 2001, however, Cuba’s food reserve was depleted
and Cuba turned to the United States for food, espe-

3. Data released by the U.S. Department of the Treasury indicate that agricultural exports to Cuba by foreign subsidiaries of U.S. com-
panies had been significant. Licensed subsidiary trade for Fiscal Year 1992 totaled $499 million; 82% was U.S. subsidiary exports to
Cuba and the remaining 18% consisted of U.S. subsidiary imports from Cuba. See Office of Foreign Assets Control, Special Report—
An Analysis of Licensed Trade with Cuba by Foreign Subsidiaries of U.S. Companies, U.S. Department of The Treasury (July 1993).
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Table 1. Cuba’s Agricultural Imports in Thousand Cuban Pesos* and as Percent of Total
Imports
Food & Beverages Total Agriculture as

Year Total Imports Live Animals & Tobacco Agriculturalb % of Total Imports
1990 7,416,525 827,341 6,490 903,799 12

1991 4,233,752 825,470 4,363 879,035 21

1992 2,314,916 498,574 771 530,247 23

1993 2,008,215 474,167 3,469 496,521 25

1994 2,016,821 467,331 7,591 491,378 24

1995 2,882,530 610,890 16,112 651,086 23

1996 3,568,997 718,212 14,904 763,986 21

1997 3,987,256 724,581 34,872 800,511 20

1998 4,181,192 704,200 28,824 777,438 19

1999 4,349,090 722,396 25,818 818,864 19

2000 4,795,613 671,801 25,215 744,167 16

2001 4,793,235 755,569 20,594 823,553 17

2002 4,129,453 733,553 20,132 793,631 19

Source: Anuario Estadistico de Cuba, various volumes, Oficina Nacional de Estadisticas, La Habana.

a. Official Cuban exchange rate is 1 Cuban peso equal to 1 U.S. Dollar.

b. Total Agricultural includes vegetable oil and animal fat in addition to the two previous columns.

Table 2. Cuba’s Agricultural Exports in Thousand Cuban Pesos* and as Percent of Total
Exports
Food & Beverages Total Agriculture as

Year Total Exports Live Animals & Tobacco Agriculturalb % of Total Exports
1990 5,414,949 4,640,715 127,650 4,768,431 88

1991 2,979,512 2,509,128 119,643 2,628,771 88

1992 1,794,424 1,385,208 100,431 1,485,639 83

1993 1,156,663 867,612 79,398 947,010 82

1994 1,330,756 914,523 78,708 993,231 75

1995 1,491,634 899,581 112,098 1,011,679 68

1996 1,865,526 1,168,389 122,151 1,290,540 69

1997 1,819,127 1,043,850 173,796 1,217,646 67

1998 1,512,197 776,262 202,562 978,835 65

1999 1,495,783 659,992 218,471 878,473 59

2000 1,675,259 656,703 179,719 837,154 50

2001 1,621,891 711,097 232,023 943,357 58

2002 1,402,268 585,178 160,262 745,656 53

Source: Anuario Estadistico de Cuba, various volumes, Oficina Nacional de Estadisticas, La Habana.

a. Official Cuban exchange rate is 1 Cuban peso equal to 1 U.S. Dollar.

b. Total Agricultural includes vegetable oil and animal fat in addition to the two previous columns. (There were no exports of these products from

1991-1997.)

cially bulk commodities such as wheat, soybeans, and
rice. Cuba also imported consumer-oriented prod-
for distribution

ucts, especially poultry meat,

through ration stores and to provide institutional

food.

In 2001, the United States exported $4.6 million in
food to Cuba. Following the U.S. Food and Agri-
business Exhibition in Havana in September 2002,
Cuba indicated it would continue a high level of

food imports from the United States. In 2002, U.S.
food exports to Cuba increased to $140 million, and
2003 exports reached $249 million. During the first
quarter of 2004, U.S. agricultural exports to Cuba
were running 170% higher year-to-date than in
2003. Cumulative, from December 2001 through
May 2004, Cuba had purchased U.S. food products
valued at more than a half-billion dollars.
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U.S. bulk agricultural exports to Cuba from Decem-
ber 2001 through May 2004 totaled $313 million,
intermediate product exports were more than $168
million, and consumer-oriented exports reached
more than $116 million. Major commodity exports
were: poultry meat, $93 million; coarse grains, $85
million; soybean oil, $80 million; wheat, $77 mil-
lion; soybeans $67 million; and soybean meal, $56
million.

Will the current level of U.S. food and agricultural
exports to Cuba continue? The answer is largely po-
litical and not economic. In the following scenarios,
there is no attempt to consider the political aspects of
agribusiness trade and investment in Cuba. The sce-
narios are examined solely from a market viewpoint,
and are based largely on studies conducted previously
by various U.S. organizations.

SCENARIO 1: U.S. LIFTS TRAVEL BAN/CUBA
CONTINUES CURRENT POLICIES

Legislation proposed in 2003 in the U.S. Congress to
lift the U.S. travel ban was approved by the House of
Representatives and by the Senate. It was, however,
under threat of Presidential veto and was removed in
conference from the bill that went to the President
for signature. Similar legislation in prior years to lift
U.S. travel restrictions had passed the House of Rep-
resentatives but not the Senate. Action in the U.S.
Congress in 2003, therefore, is significant in that it
indicates growing support for lifting the travel ban.

Since the scenario calls for unilateral lifting of the
travel ban and nothing more, U.S. restrictions on ex-
port incentives and agribusiness investment in Cuba
would continue. The prospects for increased U.S.
food and agricultural exports would depend almost
entirely on increased tourism in Cuba. Political rami-
fications, e.g., for Cuba to consider U.S. products
more favorably in an effort to influence U.S. policy,
are not addressed.

4. http://leeds.Colorado.edu/tourism/USEcon_Benefits.

It is anticipated that lifting of the U.S. travel ban to
Cuba would have immediate impact on tourism in
Cuba, and would result in greater need of high-qual-
ity food to supply the tourism industry. Eighty-five
percent of Cuba’s tourists prior to 1959 were from
the United States. That high percentage might not
be achieved with lifting of the U.S. travel ban; how-
ever, it is likely that a large number of U.S. citizens
would visit Cuba.

A study by researchers at the University of Colorado
at Boulder estimates 1.5 million tourists from the
United States within three years after lifting the trav-
el ban.* A study by Texas A&M researchers, con-
ducted for the Cuba Policy Foundation, states that
expenditures of $30 per day for food by U.S. tourists
would require $126 million in food imports annually
based on 1.5 million tourists staying seven days in
Cuba.5 Larger numbers of tourists and higher esti-
mates of dollar food expenditures, whether from the
United States or other countries, would result in
higher estimates of food import needs.

Three estimates were made by Texas A&M research-
ers based on the level of U.S. tourist food expendi-
ture while visiting Cuba. It was estimated U.S. tour-
ists would spend between $30 and $60 per day on
food, excluding beverages. Average menu prices, ac-
cording to the study report, were analyzed to deter-
mine the possible range of meal prices on a daily ba-
sis. An intermediate food expenditure of $45 per day
was also analyzed. The average length of stay was as-
sumed to be seven days. It was also assumed that
40% of total food expenditures by U.S. tourists
would be met by U.S. agricultural exports.

Based on the assumptions, food expenditures of $45
per day by U.S. tourists would require U.S. agricul-
tural exports of $189 million. U.S. tourist food ex-
penditures of $60 per day would be met with U.S.
agricultural exports of $252 million. These expendi-
tures for food would be in addition to current im-
ports.°

5. Cuba Policy Foundation, Estimated Agricultural Economic Impacts of Expanded U.S. Tourism to Cuba, www.cubafoundation.org,

Washington, D.C., February 2003.
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Based on estimates by the Texas A&M researchers, it
seems credible that lifting the U.S. travel ban could
result in doubling current U.S. food and agricultural
exports to Cuba—to more than a half-billion
dollars—within three years. Lifting the travel ban,
also, could have significant impact on demand for
beverages, especially U.S. wines. U.S. exporters of
other beverages could also expect to gain some share
of the increased market.

Increased numbers of tourists, whether from the
United States or elsewhere, would also increase for-
eign exchange earnings for the Cuban government.
In the food sector alone, dollar earnings from food
and beverages sold in dollar stores and tourist hotels
could help provide foreign exchange needed to im-
port food. The value of food (includes food produced
in Cuba and food imported) sold through dollar
stores and tourism is estimated at $650 million to
$800 million annually.” Adding a mark-up of 1.7 for
national food and 2.4 for imported food sold
through dollar stores and 3.0 for food sold through
tourism, Cuba probably recovers most of the foreign
exchange needed to import food for the growing
tourist industry.

SCENARIO 2: U.S. REMOVES EMBARGO BUT
RETAINS SOME RESTRICTIONS/NO
CHANGE IN CUBAN POLICIES

In the second scenario, the United States removes the
embargo but retains some restrictions affecting U.S.
exporters and investors. Cuba does not change its
policies. The scenario examines prospects for agri-
business investment in Cuba, as well as increased
U.S. food and agricultural exports.

In this scenario export incentives for agricultural ex-
ports would not be extended to U.S. exporters for
food and agricultural shipments to Cuba. Without
export credits, it is doubtful U.S. food and agricul-
tural exports to Cuba would increase beyond the im-
pact of lifting the travel ban. Cuba’s foreign debt is
estimated at $12 billion and, in addition, Russia has

significant debt claims against Cuba. Removal of
U.S. economic sanctions would provide only limited
encouragement for the international community to
extend credit for Cuba to import food. Some U.S.
agribusiness exporters might accept the financial risk
of extending private credit in an effort to establish
trade relations; however, the impact on total trade
would be minimal.

Agribusiness investment opportunities under this
scenario would be permitted; however, no U.S. gov-
ernment incentives would be extended to U.S. agri-
business investors. Without incentives provided by
the U.S. government, U.S. investors using their own
resources would have to compete with Canadian and
European companies already established in Cuba.
Approximately 50 international economic associa-
tions in agribusiness now operate in Cuba in food
processing, production of fresh produce for the tour-
ist trade, and in other agricultural areas. Without a
regime change and implementation of new foreign
investment policies and regulations, the established
foreign companies would have an advantage over
new investors.

As a result of unilaterally removing economic sanc-
tions on Cuba, it is doubtful there would be signifi-
cant increase in U.S. agricultural exports beyond the
amount projected for lifting the travel ban.

SCENARIO 3: DEMOCRATIC CUBA ADOPTS
A MARKET-ORIENTED ECONOMY/U.S.
REMOVES ALL REMAINING RESTRICTIONS
ON TRADE AND INVESTMENT

Democratization of Cuba, the third scenario, would
permit free agribusiness trade and investment be-
tween the two countries. The United States would
remove all remaining restrictions and a democratic
Cuba would advance a free-market economy.

In addition to early research carried out by the Uni-
versity of Florida, several studies have been conduct-
ed covering prospects for U.S. food and agricultural

6. Cuba Policy Foundation, Estimated Agricultural Economic Impacts of Expanded U.S. Tourism to Cuba.

7. James E. Ross and Marfa Antonia Ferndndez Mayo, “Cuba’s Dollar Food Market and U.S. Exports,” Cuba in Transition— Volume
13. Washington: Association for the Study of the Cuban Economy, 2003.
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Table 3. U.S. Agricultural Exports to Cuba in Calendar Year 2003 and Estimated Potential
U.S. Exports of Selected Agribusiness Products to Cuba Following Normalization of
Trade (Million U.S. Dollars)
U.S. CY 2003
Commodity Exportsa Texas A&M Estimatesb USITC Estimates® Author Estimatesd
Wheat & Flour 37 56-140 34-52 90
Feed Grains 36 35-80 9-10 119
Rice 11 50-300 40-59 39
Soybeans 34 35-70 — 46e
Pulses 1 20-45 13-26 22
Soybean Meal 21 45-109' 42-48 91
Soybean QOil 51 5-11¢ 29-33n 68
Dairy Products Neg. 8 4-12 13
Meat 38 34 62-76 91
Fertilizer — 11 8-15 139
Pesticides — 4 0-4 80
Farm Machinery — 8 — 300
Otherk 20 100 8 100
TOTAL 249 411-1,240 249-347 1,198

a. Foreign Agricultural Service, USDA. BICO data do not include production inputs.
b. Range is for smoderate and high export growth from a study by Texas A&M Under Contract for The Cuba Policy Foundation, October 2000.
c. USITC data are estimated annual U.S. exports to Cuba in the absence of U.S. sanctions (based on average 1996-98 trade data). USITC Publication

3398, page xxv.

d. Estimates are for an intermediate time frame based on Cuba’s import data for 1989, modified by USITC market share estimates, estimates by Texas

A&M, and studies by the University of Florida.

High estimate includes all soybean products.
High estimate includes sunflower oil.
Includes animal fats.

Includes all meat.

Farm machinery is not identified.

Includes seafood and forestry products.

—FT S oT® o

exports to a free-market Cuba. This section reviews
some of the studies (T'able 3) and provides additional
comments. Values of export estimates are taken
largely from a Texas A&M study® and a study by the
U.S. International Trade Commission.” Potential
import quantities are extracted from various studies.

Based on consumption of Cuba’s principal food im-
ports in kilograms per person compared to the Do-
minican Republic, Costa Rica and Venezuela, there
are several commodities indicating lower compara-
tive consumption. High market potential is indicated
for several commodities, especially, soybean oil, beef,
and eggs. Wheat, corn, pulses, soybeans, sunflower

Based on current processing capacity of 175,000 metric tons and $263 per ton.

Does not include livestock genetics, which could add $100 million to $200 million to the total.

oil, pork and dairy products all offer moderate poten-
tial for growth. Most of these commodities are grown
largely in Northern U.S. states. Southern state prod-
ucts, especially rice and poultry meat, also are identi-
fied as having high export growth potential as per

capita income in Cuba increases.

Other commodities and products, based on FAO
food balance sheets, also offer high export growth po-
tential. Cuba’s importation of animal feed, livestock
genetics, fertilizers, pesticides, herbicides, and farm

machinery all should increase as incomes rise in Cu-

ba.

8. Parr Rosson and Flynn Adcock, Economic Impacts of U.S. Agricultural Exports to Cuba, Texas A&M University, Center for North
American Studies, Department of Agricultural Economics, October 2001.

9. U.S. International Trade Commission, The Economic Impact of U.S. Sanctions with Respect to Cuba, USITC Publication 3398 (Feb-

ruary 2001).
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Soybeans and Products

In Fiscal Year 1992, when Cuba was still trading
with U.S. subsidiaries in foreign countries, soybean
products was the leading export to Cuba, accounting
for nearly 40% by value of the consumable exports
and more than one-third of all U.S. subsidiary ex-
ports. From 2001 (when direct exports were autho-
rized under TSRA) through the first half of 2004,
soybean products are again the largest export, ac-
counting for more than 40% of U.S. agricultural ex-
ports to Cuba. It seems probable, therefore, that soy-
bean oil, soybean meal and soybeans will account for
the highest value category of U.S. agricultural exports
to Cuba under normalized trade relations. There is
no significant oilseed production in Cuba.

Operation of a new soybean processing facility near
the city of Santiago de Cuba should increase the need
for soybean imports. Capacity of the new plant, re-
portedly, is 160,000 metric tons annually. Until con-
struction of the plant, Cuba was importing 15,000
metric tons of soybeans annually for processing at a
small facility producing soymilk. Quality of the
product, reportedly, was not good; however, the
soymilk had a positive nutritional element in the
health and well being of Cuban children. It also
helped stave off more serious malnutrition problems
in the 1990s.10

Better tasting soy food products need to be intro-
duced in the Cuban market in order to create de-
mand for soybeans for direct human consumption.
Such products, because of their nutritional value and
good taste, have become popular in the Caribbean
market. They have not been marketed in Cuba.

Demand for soybean meal for feed use and soybean
oil for food use should increase as Cuba’s economy
grows. Cuba’s future market for soybean meal will
depend largely on Cuba’s ability to access supplies of
feed grains, and on protection of poultry meat pro-
duction in Cuba. Soybean meal imports averaged ap-
proximately 277,000 metric tons during the late

1990s, but had reached more than 400,000 metric
tons in 1989. In the late 1980s, soybean meal repre-
sented more than 90% of the total protein meal (soy-
bean meal, sunflower meal, and some fish meal) im-
ported.!’ Brazil and Argentina were the sole
suppliers.

Cuba can expect increased domestic supplies of ani-
mal fats (mostly tallow and lard) as its livestock in-
dustry recovers; however, Cuba will remain highly
dependent on imports of vegetable oil. China, Mexi-
co, and Argentina have been the major suppliers of
the soybean oil market in Cuba during the past 40
years.

The Texas A&M study estimated U.S. exports of
soybeans and soybean products at $80 million under
conditions of moderate export growth and $179 mil-
lion under high export growth. (Sunflower oil ex-
ports were estimated at $4.5 million and $10.9 mil-
lion under the two conditions of moderate and high
export growth.) In 2003, U.S. exports of soybeans
and products totaled $107 million.

Wheat

Cuba’s current imports of wheat are below the pre-
1990s level. From 1988 to 1990, Cuba imported an
average of 1.35 million metric tons per annum.
Wheat
150,000 tons of wheat flour. Imports of wheat by

import figures include approximately
Cuba account for 35% more than all wheat imports

by all other countries in the Caribbean region.!

All of Cuba’s wheat and flour consumption needs are
met through imports. Wheat is not grown in Cuba.
FAO places per capita consumption of wheat at 56
kilograms per year for the period 1998-2001. In
1988-90, a decade earlier, per capita consumption
averaged annually 75 kilograms, more than one-third
greater. The relatively low per capita consumption of
wheat in recent years indicates a need for Cuba to
import more wheat in order to regain the consump-

10. Craig A. Ratajczyk, Impact of the Embargo on Cuba on the US Soybean Industry, American Soybean Association (2000).

11. FASonline, available at http://www.fas.usda.gov/info/factsheets/cuba.

12. FASonline, available at http://www.fas.usda.gov/info/factsheets/cuba.
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tion level of the period before the loss of Soviet subsi-
dies.

If the per capita consumption level of wheat were to
return to 75 kilograms per year, Cuba would import
approximately 900,000 metric tons for human con-
sumption. Wheat for feed imports would total about
500,000 tons, if wheat for feed imports returned to
the 1989-90 level. Revitalization of the livestock in-
dustry and expansion of food industries could be ex-
pected under a free-market economy; therefore,
Cuba could easily become an importer of 1.5 million
metric tons or more of wheat and wheat flour.

Europe has been Cuba’s main wheat supplier, pro-
viding approximately 80% of the country’s imports
in recent years. With cooling effects over human
rights issues on EU-Cuba relations, Argentina and
other countries may be gaining a more dominant role
in supplying Cuba’s wheat and wheat flour needs.
U.S. exporters in this free-market scenario would
have a transportation advantage, and the United
States could be expected to regain its dominant role
of pre-revolution days. A North Dakota State Uni-
versity study bases potential U.S. share of the Cuban
wheat and flour market at 99%. This is the market
share the United States has in other Caribbean coun-
tries.!3

The North Dakota State study projects imports that
could result if Cuban real per capita GDP increased
by 10%, 30% and 50%. A 30% increase would re-
turn real per capita GDP to late 1980s levels. Under
these conditions, imports of wheat and wheat flour
could increase by 27% and 44%, respectively. If the
embargo were lifted and the United States achieved
the maximum potential market shares, U.S. exports
to Cuba could be 945,000 metric tons of wheat and
370,000 metric tons of wheat flour.!4

Estimates from the Texas A&M study place U.S.
wheat and wheat flour exports at $56 million under

moderate export growth and $140 million under
high export growth. In 2003, Cuba imported wheat
from the United States valued at $37 million.

Feed Grains

Substantial growth in the demand for meat, brought
about by economic and tourism growth and in-
creased domestic per capita consumption, would
provide a basis for greater numbers of livestock and
poultry. There would be a sequential demand for
larger imports of feed grains.

Before loss of Soviet subsidies, Cuba imported sub-
stantial amounts of feed grains. In 1989/90 Cuba
imported 716,000 tons of corn. Ten years later, im-
ports of corn had fallen to 50,000 tons."> While cat-
tle production dropped significantly in the 1990s,
swine production rebounded from the drop in the
early 1990s. Pork production increased as a result of
adapting local feedstuffs and less control of markets
classified as non-state.

Broiler production has not recovered to the extent of
swine production, largely because of lack of feed.
While Cuba’s livestock and poultry sectors have de-
clined significantly, research institutions have re-
mained viable. Under free-market conditions and the
ensuing anticipated economic growth, Cuba’s live-
stock and poultry production could grow substantial-
ly. Along with this growth, would be increased im-
ports of feed grains.

The North Dakota State study placed the potential
U.S. share of Cuba’s corn market at 99% and pro-
jected potential U.S. exports of corn at 254,000 met-
ric tons. Higher per capita GDP growth of 50%,
rather than the 30% pre-Special Period level, would
project U.S. corn exports at 333,000 tons. Actual im-
ports of corn by Cuba in 1989/90 were more than
twice this level.

U.S. corn exports are estimated at $9.5 million by
Texas A&M under conditions of moderate export

13. Jeremy Mattson and Won Koo, Potential for Agricultural Trade With Cuba Under a Liberalized Environment, Center for Agricultur-
al Policy and Trade Issues, North Dakota State University, Newsletter 2 (July 2003).

14. Mattson and Koo.

15. FASonline, available at http://www.fas.usda.gov/info/factsheets/cuba.
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growth, and $80 million under high export growth.
In 2003, Cuba imported coarse grains from the
United States valued at $36 million.

Pulses

Pulses are the edible seeds of peas, beans, lentils, and
similar plants having pods. Consumption of pulses in
Cuba has been the reverse of most food items. Cuban
per capita consumption of pulses increased from 11.5
kilograms per year for 1988-90 to 15.4 kilograms for
1998-2001.

FAO data show average production of pulses in Cuba
from 1988-90 at 14,000 metric tons, and an import
average of 112,000 metric tons per annum. For the
1999-2001 period, Cuban production averaged
50,000 metric tons and Cuba imported an average of
163,000 metric tons.

Texas A&M estimated U.S. exports of dry beans to
Cuba under circumstances of moderate and high ex-
port growth at $20 million and $45 million, respec-
tively. U.S. exports of pulses to Cuba in 2003 were
valued at only $1.1 million, but are increasing signif-
icantly in 2004.

Beef, Pork, Poultry and Dairy Products

In the 1960s, the average Cuban was consuming
more than 20 kilograms of beef per year, one of the
highest rates of beef consumption in the world. Cu-
ba’s cattle population was approximately equivalent
to the human population. In 1961-89, the average
Cuban continued consuming beef at a high level,
17.5 kilograms per year. In 1999-2001, per capita
consumption of beef had fallen to 6.6 kilograms, a
drop of 62%. Imports of beef and veal from 1961-89
averaged 1,000 metric tons. In 1999-2001, beef im-
ports averaged 1,600 metric tons.

Pork imports, on the other hand, averaged about
7,000 tons in 1999-2001. During 1961-89, pork im-
ports were minimal. Consumption of pork, accord-
ing to FAO data, from 1961-89 averaged 5.4 kilo-
grams per person per year. In 1999-2001, Cubans
consumed 13.1 kilograms of pork per person per
year.

Poultry meat has been the leading export for U.S.
agribusiness under TSRA. U.S. exports of poultry

meat to Cuba from December 2001 through May
2004 totaled nearly one-fifth of total U.S. exports to
Cuba. It is anticipated that poultry meat would con-
tinue to be a major export item to Cuba under con-
ditions of a free-market. Private foreign investment
in poultry production in Cuba in the future could
impact the import market; however, for the next sev-
eral years Cuba will remain an important poultry
meat and egg market for U.S. exporters.

Consumption of dairy products (excluding butter)
during 1999-2001, according to FAO data, averaged
annually 92 kilograms per person. During 1988-90,
consumption averaged 145 kilograms and from
1961-89 the average was 138 kilograms. Production
dropped from 1.1 million metric tons in 1988-90 to
618,000 tons in 1999-2001. Imports remained rela-
tively stable at 478,000 metric tons in 1988-90 and
440,000 tons annually during 1999-2001.

Data on consumption of beef, pork and dairy prod-
ucts indicate a substantial need to increase supplies of
these products, either through production and/or
importation, to regain consumption levels experi-
enced in prior years. The Texas A&M study esti-
mates exports from the United States of dry milk at
$47 million and cheese at $8 million under condi-
tions of high export growth.

Livestock Genetics

Cuba’s livestock production in 2002 was 71% of that
in 1989-91, according to FAO data. In addition to
Cuba’s economic problems, which have adversely af-
fected the supply of animal feed, Cuba is subject to
factors associated with a low level of return from live-
stock enterprises located in tropical climates. Other
factors, also, are important and sometimes over-
looked. Genetic improvement of breeding stock, as
well as inadequate research and limitations on tech-
nology have been identified by animal scientists as
important causes for poor performance in tropical
climates.

Although Cuba identifies with all these factors affect-
ing livestock production, the country offers advan-
tages over many other tropical and sub-tropical re-
gions, especially for production of cattle. In the
eastern provinces, Cuba has relatively consistent tem-
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peratures and a favorable climate for cattle enterpris-
es. The soil is fertile and offers prospects for im-
proved pasture grasses. Since Cuba is an island, it
offers opportunity for better control of animal diseas-
es than countries with land borders.

While an important market for U.S. swine, sheep,
goats, and horses will develop when Cuba has a free-
market economy, the greatest potential market is
with cattle, both beef and dairy. Purchases of U.S.
cattle by Cuba in 2003 were the first livestock im-
ports of significance since 1961, with the exception
of 1990 when Cuba imported livestock valued at
$3.5 million. In 2003, Cuba imported live animals
from the United States valued at $621,000.'7 These
were primarily bred dairy heifers raised in the Mid-
west and exported through Florida ports. Later, a
Florida firm sold 250 head of beef cattle (Brangus,
Braford and Beef Master) to Alimport, the Cuban
state food purchasing agency, valued at $450,000.
Shipment was anticipated in 2004. The sale raised
the number of U.S. cattle sold to Cuba to approxi-
mately 450 head since December 2001.

Prospects for substantial improvement in Cuba’s
livestock sector are directly linked to U.S.-Cuban re-
lations. In a free-market Cuba, U.S. livestock export-
ers would have an advantage over most other country
exporters. The vast size of U.S. breeding stock, high
level of technology in animal reproduction and phys-
iology, advanced research on improved pasture grass-
es and animal feedstuffs, past experience of U.S. live-
stock interests in Cuba, and other factors will
ultimately affect the livestock industry in Cuba.

Alimport has indicated Cuba would buy 100,000
head of cattle when U.S. restrictions are removed.
Based on an average price of $1,800 per head, the

potential market in Cuba for U.S. cattle exporters
could reach $180 million.

Production Requisites

Cuba, following the revolution, turned to capital in-
tensive agriculture. Many farms were nationalized
and administered as large-scale state farms requiring
financing of production inputs. Emphasis was placed
on irrigation, mechanization and the use of current

technology.

Some of the capital-intensive inputs were supplied by
Western countries; however, most were provided by
the Soviet Union and Eastern Bloc countries. Until
the loss of Soviet subsidies and trade preferences in
the late 1980s, the majority of fertilizers were im-
ported from the Soviet Union. Herbicides and pesti-
cides, on the other hand, were purchased from Eu-
rope. Animal feed was imported mainly from the
Soviet Union. Agricultural tools, tractors and other
machinery were imported from the Soviet Union and
European countries.!

Cuba attempted to expand existing facilities and
build new plants for production of some types of fer-
tilizers, agricultural machinery, tools and spare parts.
Emphasis was on production of spare parts, harvest-
ers and other machinery used in the sugar industry.
Despite these efforts, Cuba remained highly depen-
dent on importation of production requisites from
the Soviet Union until the collapse of socialism in
the USSR and Eastern European countries at the end
of the 1980s.20

Data on imports of production requisites during
1989 and the preceding years are a better indication
of the potential market than data during the Special
Period (1990 to present). Fertilizer imports in 1989
were 1.4 million metric tons with a value of over
$139 million.?' Herbicide imports in 1989 were

16. James E. Ross, “Market Potential for U.S. Livestock Genetics in a Free Market Cuban Economy,” Cuba in Transition— Volume
10. Washington: Association for the Study of the Cuban Economy (2000), p. 108.

17. Foreign Agricultural Service, U.S. Department of Agriculture, BICO data.

18. http://www.granma.cu/fotos1/octubre03/conv2.jpg.

19. Jose Alvarez and William A. Messina, Jr., Potential Exports of Florida Agricultural Inputs to Cuba: Fertilizers, Pesticides, Animal Feed

and Machinery. IW92-33, University of Florida, 2-10 (1992).
20. Alvarez and Messina.
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10,000 metric tons, valued at $55 million. Pesticide
imports totaled nearly 10,000 metric tons, with a val-
ue of $25 million. Animal feed imports were: vegeta-
ble meal, 365,000 metric tons, valued at $93 million;
and animal meal, 33,000 metric tons, with a value of
$16 million. Imports of products for animal feed to-
taled 400,000 metric tons, with a value of $122 mil-
lion. Of all production requisites, agricultural ma-
chinery and equipment was the highest-valued
import. The import value of tractors and other items
in this category peaked at $526 million in 1984 and
remained at close to $300 million during the remain-

der of the decade.2

Under the scenario of free trade between Cuba and
the United States, prospects would be favorable for
substantial exports of U.S. production requisites to
Cuba. Data for Cuba’s agricultural-input imports in
1989 serve as an indication of Cuban requirements
in the future short run, assuming Cuba could obtain
sufficient credit. A longer-run future market for U.S.
exports may depend on U.S. and other foreign in-
vestments in manufacturing the inputs in Cuba.

Various geographic regions of the United States will
have opportunities for exporting production requi-
sites as well as other food and agricultural items to
Cuba under a scenario of a free-market. Southern
U.S. states, in particular, will be in a favorable posi-
tion to export to Cuba products, such as rice, chicken
meat, softwood lumber, and cotton. Under a scenar-
io of high export growth, Texas A&M estimates U.S.
exports of these items at more than one-half billion
dollars: rice, $300 million; chicken meat, $100 mil-
lion; softwood sawn logs and plywood, $97 million;
and cotton, $12 million.

CONCLUSIONS

It is apparent there is pent-up demand in Cuba for
products of U.S. agribusiness; however, the unan-
swered question is: will there be effective domestic
demand, i.e., will Cuban consumers have the means
to buy the products generated by U.S. agribusiness?
Answering this question, as well as discussing politi-

cal and economic considerations that will impact the
answer, is beyond the scope of this paper. Conclu-
sions are drawn on the basis of information presented
and summarized in Table 4.

Table 4. Estimated Value of U.S.
Agricultural Exports Under Three
U.S./Cuba Policy Scenarios
(Million U.S. Dollars)

Scenario Time Period Value2
U.S. Lifts Travel Ban 1-3 years $500
U.S. Lifts Embargo 1-3 years $500+
U.S. Lifts Embargo and Cuba

Applies Market-Oriented

Economic Policies 1-5 years $1,000

a. Includes current level of trade.

Lifting the U.S. travel ban to Cuba could increase
sales of U.S. food products in the Cuban dollar mar-
ket. Increased numbers of U.S. tourists, estimated at
1.5 to 2 million U.S. citizens annually within three
years of lifting travel restrictions, could create an ex-
panded market for U.S. agribusiness exporters. In ad-
dition to the roughly 2 million foreign tourists cur-
rently visiting Cuba, lifting the ban on U.S. travelers
to Cuba could create a 4-million tourist market in
Cuba in a relatively short timeframe. Some displace-
ment of the U.S. food market in the Caribbean could
occur, however, the overall impact on U.S. exporters
of food and agricultural products would be substan-
tial.

Midwest exporters of soybean oil, soybean meal,
corn, wheat, pork, beef, and dairy products would be
the largest gainers. Exporters of poultry meat and rice
from Southern states would also benefit. Manufac-
turers of branded foods throughout the United States
could expect to profit from the expanded market in
Cuba. Enacting legislation to lift the travel ban could
increase U.S. sales of food and agricultural products
to Cuba by $200 million. Exports of U.S. food to
Cuba could double the 2003 level to a half-billion

dollars or more.

21. Data on imports of production requisites are converted from pesos at the official rate of one peso per U.S. dollar.

22. Alvarez and Messina.
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Unilaterally removing U.S. economic sanctions on
Cuba and not providing incentives for U.S. agribusi-
ness trade and investment, Scenario 2, would have
lictle impact on U.S. food and agricultural exports
beyond the anticipated effect of lifting the travel ban.
If removing U.S. economic sanctions on Cuba result-
ed in increased opportunities for Cuba to receive in-
ternational credit and for the Cuban economy to
grow, then a more significant impact could result.
There is little evidence to indicate, however, that
Cuba would have significant increased access to cred-
it or sustained economic growth as a result of remov-

ing U.S. economic sanctions unilaterally on Cuba.

In the third scenario, removal of U.S. economic sanc-
tions and a democratic Cuba enacting a market-ori-
ented economy could result in considerable increased
trade for U.S. agribusiness. Estimates by the U.S.
Department of Agriculture, Texas A&M, and the
University of Florida indicate a market in Cuba val-
ued at $1 billion for U.S. food and agricultural prod-
ucts following resumption of normal trade relations.
U.S. exports of production requisites, farm machin-
ery, equipment, fertilizers, pesticides, etc., would also
rise significantly.
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Immediate beneficiaries of the new Cuban market
would be U.S. exporters of soybean products, wheat
and flour, corn, poultry meat and rice. With eco-
nomic growth and increased per capita income in
Cuba under normal commercial relations, a major
market could open for U.S. suppliers of livestock ge-
netics and livestock products. Beef, pork, dairy prod-
uct, poultry meat and egg exporters, especially,
would benefit. Refrigeration, which was not widely
available in Cuba prior to the revolution, would facil-
itate a market for these products.

Resuming normal trade relations with Cuba could
well have a billion-dollar impact on U.S. agribusiness
exports in the long term; however, until normal trade
relations are re-established between the United States
and Cuba, it is anticipated Cuba will continue buy-
ing U.S. food as needed to meet basic requirements.
Because of lower transportation costs, opportunity to
reduce warehouse cost (less time to receive products
once ordered), and a competitive U.S. agricultural
sector that wants to trade, Cuba could become one of
the top markets for U.S. food and agricultural prod-
ucts. Another factor, less obvious, is that Cubans and
tourists are familiar with U.S. brands and appreciate
the quality of U.S. food products.
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