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Pedro Monreal, ed. 2002. Development Prospects in Cuba: 
An Agenda in the Making. London: Institute of Latin Amer-
ican Studies at the University of London, 257 pp. ISBN:
1 900039 48 6.

Cuba’s economy stopped growing in 1985. Twenty years 
later, it has yet to recover. The decline began principally 

from the policy known as rectificación, adopted in 1985-86 to 
reverse several modest reforms of previous years. It became a 
catastrophe upon the collapse of the Soviet Union and the end 
of its vast, multifaceted support for Cuba. After a slow start, the 
Cuban government adopted some market-conforming economic 
policies, in particular welcoming foreign direct investment and 
developing its tourism sector, which stopped the economic free-
fall and began a recovery. This informative and insightful book 
examines the Cuban economy at the end of the 1990s.

Julio Carranza comprehensively assesses the Cuban economy 
before and after the early 1990s crash, providing a broad view 
of the economy and pertinent policies. He documents the suc-
cessful turn-around of the mid-1990s but highlights also several 
severe problems that emerged. In 1993, budget deficit exceeded 
30 percent of gross domestic product; in 1999, it had fallen to 2.5 
percent. This impressive shift came about through tax increases, 
a more restrictive financial policy, and a reduction of subsidies 
to state enterprises. State enterprises remained unreformed for 
the most part, however. Thus the reduction in subsidies to these 
unprofitable firms has shown up, instead, as sizeable enterprise 
debt, which is a financial time bomb for Cuba’s future. More gen-
erally, he notes that the past, massive Soviet support had enabled 
the Cuban economy to grow despite its inefficiencies, thanks to 
the transfer of resources from abroad. As a result, Cuban enter-
prises had few incentives to become more efficient in their use of 
resources. Deprived of external support, and absent enterprise 
reform, the Cuban economy contracted dramatically in the early 
1990s and has not been able to recover quickly.
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Pedro Monreal points out a paradox of the 1990s: The econ-
omy shrunk but there was much continuity in the pre- and post-
1990 development pattern. Both relied on a strategy of import 
substitution associated with exports anchored in the exploitation 
of natural resources. Before 1990, it was sugar; after 1990, it was 
mainly sun and beach tourism. Monreal argues persuasively that 
this pattern will not bring about Cuba’s development because 
it makes ineffective use of Cuba’s human capital. He proposes 
to abandon further fine-tuning of import substitution and move 
instead to another strategy: reindustrialization via export substi-
tution, emphasizing technological innovation and organizational 
learning.

Claes Brundenius’ analysis underlines several points pertinent 
also to Monreal’s diagnosis. Brundenius demonstrates that Cuba’s 
productivity (GDP/occupied civilian labor force) growth rate was 
at most 0.4 percent per year between 1962 and 1999. He shows 
that the productivity trends were strongly negative between 1985 
and 1995; the 1999 productivity level was still well below the 1985 
level. Cuba’s economic growth before the Soviet collapse could 
not, therefore, be attributed to the effective use of human capi-
tal. For the post-1990 period, Brundenius also worries that Cuba 
is not employing its people as the engine for economic recovery 
and growth. He worries about the “internal brain drain,” that is, 
employing university-trained personnel in menial jobs serving 
tourists. He documents increased occupational “inactivity” in 
the 20-29 year old cohort, jumping from 27 percent in 1988 to 39 
percent in 1998, to drop slightly thereafter—a rate of inactivity 
far greater than in older cohorts. He is especially worried that the 
sharp drop in university enrollments in the 1990s will condemn 
Cuba to an economic future that makes less effective use of the 
brainpower of its people.

Omar Everleny Pérez Villanueva presents a masterful over-
view of foreign direct investment patterns in Cuba in the 1990s. 
He looks at the sectors that receive such investment as well as 
their sources. He shows considerable volatility in the entry and 
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exit of international firms into and out of Cuba’s economy, a 
point many scholars miss. From 1988 to 2000, 24 percent of the 
joint ventures that were established in those years had also shut 
down. Besides tourism, he shows substantial success in foreign 
investment in mining, where Cuba has become the world’s sixth 
most important nickel producer and the supplier of ten percent 
of the world’s cobalt. Foreign investment has also created Cuba’s 
natural gas industry and greatly increased the production of crude 
petroleum.

Hiram Marquetti and Anicia García survey Cuba’s industrial 
economy. They convincingly explain how Cuba’s hard-currency 
earnings flow disproportionately from domestic markets, not from 
true exports, calling this process “exports within borders.” For ex-
ample, Cuban manufacturers sell to the tourism sector in hard cur-
rency. The result is that they improve the quality of their products 
and services much less than if they were to export to international 
markets; manufacturing dollar sales within the country’s borders 
operate, in effect, within the context of an import substitution 
model. The efficiency gains of the shift in the currency used for 
transactions are much lower than it would be from obtaining in-
ternational market clients. The poor improvements in industrial 
efficiency are especially noteworthy in the sugar industry.

Lázaro Peña’s analysis of the sugar sector extends Marquetti 
and García’s work. In the late 1990s, Peña notes that the sugar 
sector, directly or indirectly, still employed nearly half of the 
country’s labor force. Nevertheless, it was starved for investments 
and ill served by terrible management. The government, the sugar 
sector’s lone shareholder, lacked a comprehensive and timely 
strategy. The worldwide costs of sugar production dropped by 
over a quarter during the closing two decades of the twentieth 
century. In Cuba, however, these costs remained unchanged. 
Not surprisingly, in the late 1990s Cuba’s agricultural yields were 
nearly half below Brazil’s; Cuba’s industrial yields were a third 
below Australia’s. Within weeks of this book’s publication, Cuba 
declared its sugar industry bankrupt and shut down 45 percent of 
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the country’s sugar mills.
Mauricio de Miranda notes the adverse effects of Cuba’s 

domestic market segmentation between peso and dollar markets. 
Cuba’s labor market is rigid; it ill serves both state enterprises and 
individual workers who cannot match their skills, preferences, and 
interests effectively. Cuban goods markets were somewhat liberal-
ized during the 1990s but, de Miranda shows, Cuba’s capital goods 
market had barely been born.

The book concludes with international and comparative per-
spectives. Francisco León compares Cuba with other Caribbean 
countries and ponders its relations with them. He focuses on the 
potential for Cuba’s relations with the European Union—a pro-
cess deferred by the adverse turn of those relations in 2003-2004 as 
the European Union and member countries protested the Cuban 
government’s arrests of domestic dissidents. 

Julio Díaz Vázquez describes various aspects of the economic 
strategies and results in China, Vietnam, and Cuba over time, with 
special attention to the periods that follow economic reform. Díaz 
Vázquez properly emphasizes the particularities of each case, 
though the conclusion is inescapable that China, especially, and 
Vietnam greatly outperformed Cuba’s economic growth record.

David Dapice’s study of Vietnam is an apt conclusion for this 
book. He makes it clear that economic reform, albeit difficult and 
fraught with opportunities for corruption and failure, worked in 
Vietnam and for the Vietnamese people. Economic growth ac-
celerated. The social safety net not only survived but also became 
more effective. Market reforms and economic growth funded 
increased vaccination rates for young children and school enroll-
ment ratios for all youngsters and helped to lengthen infant mor-
tality. Dapice leaves it to the reader to draw the contrast to Cuba’s 
still struggling economy, with a government proud of holding the 
line on social performance but unable to improve it. Both Dapice 
and Díaz Vázquez rightly note, however, an important difference 
between Cuba and Vietnam: Vietnam is principally a rural country 
while Cuba is overwhelmingly urban. The big Vietnamese gains 
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occurred in agriculture. The state enterprise sector remains per-
haps just as sclerotic in Vietnam as in Cuba.

All but two of this book’s authors call themselves Cubans; 
seven of the Cuban authors are economists working in Cuba. The 
most hopeful aspect of this book is that, troubled as the Cuban 
economy remains, the future shines brighter because this very 
smart set of authors can contribute powerfully and impressively 
to build a better future for their fellow citizens.

Jorge I. Domínguez
Harvard University
jidoming@fas.harvard.edu
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Verene A. Shepherd, ed. 2002. Slavery Without Sugar. Diver-
sity in Caribbean Economy and Society since the Seventeenth 
Century. Gainesville: University Press of Florida.  x, 284 
pp. ISBN: 0-8130-2552-4.

Almost since the dawn of the post-Columbian era, large-
scale agricultural enterprises based on slavery and con-

tract labor, producing agricultural commodities for large overseas 
markets, have been both a crushing reality, and a powerful symbol, 
of Caribbean life.  Although in truth the impact of the plantation 
economy and its social and ideological accompaniments were un-
even and irregular during most of the past five centuries—sugar 
islands typically boomed, and then failed, or were outstripped by 
rivals—all that the plantation was, all that it represented, lay like 
a terrible deadweight on local life. 

The power of the past over the present persists in many Carib-
bean locales, and has been reflected as well in regional scholarship 
and dialogue. It is as if our consciousness of the plantation blinded 
us to its alternatives. Not until after World War II, for example, 
did scholarly recognition of the region’s peasant economies be-
come general. Such activities as fishing, ceramics, basket making, 


