AN ASSESSMENT OF ECLAC’S “POLITICA SOCIAL Y REFORMAS
ESTRUCTURALES: CUBA A PRINCIPIOS DEL SIGLO XXI”

Carmelo Mesa-Lago and Jorge Pérez-Lépez!

In 2004, ECLAC published a volume titled Politica
Social y Reformas Estructurales: Cuba a Principios del
Siglo XXI that focuses on social policies during the
period 1997-2002 (CEPAL 2004b). A collaborative
effort among ECLAC’s Regional Office in Mexico,
Cuba’s National Economic Research Institute (Insti-
tuto Nacional de Investigaciones Econémicas, INIE),
and the United Nations Development Program
(UNDP), the volume technically speaking is not an
official ECLAC document, as the authors of individ-
ual chapters are identified by name and the book car-
ries a general caveat indicating that the opinions ex-
pressed are those of the authors. Nevertheless, the
publication of the book by ECLAC and the UNDP
is tantamount to endorsement of its findings and
conclusions by these two prestigious international or-
ganizations.

The book consists of an introduction and eleven
chapters: (1) economic overview, structural reforms,
and recommendations; (2) global overview of social
policies and development; (3) education; (4) food
consumption; (5) public health; (6) employment; (7)
social security and social assistance; (8) housing; (9)
water and sewage; (10) the historic core of the city of
La Habana; and (11) conclusions and perspectives.

An extensive statistical annex is available only on the
Internet. This article assesses the volume in the light
of analyses and statistics from Cuba, other work by
ECLAC, international organizations and individual
analysts, and our recent work. First we present over-
arching criticisms of the volume, and then evaluate
each of the chapters dealing with social policies and
the body of recommendations advanced in the book?
Quotations herein are our translations from Spanish.
Citations to the book only provide the page number,
while citations to the Statistical Annex only indicate
table number.

OVERARCHING CRITICSMS

Our main criticism of the book is that it lacks bal-
ance with respect to the contributors’ points of view,
evidenced by the affiliation of a majority of them
with a single Cuban government institution. The un-
derlying research and writing was “coordinated si-
multaneously” (p. 9) by Elena Alvarez Gonzilez, Di-
rector of INIE (an institution affiliated with the
Cuban Ministry of Economics and Planning) and
Jorge Mittar, Associate Director of ECLAC’s Re-
gional Office in Mexico. Nine of the chapters (all of
the chapters dealing with social policies) were written
by four INIE researchers: Angela Ferriol Muruaga,

1. We are grateful to Claes Brundenius, Sergio Diaz-Briquets, Manuel Garcfa Diaz, Marfa Dolores Espino, Joseph Ramos, and
Archibald Ritter for very helpful comments. An abbreviated version of parts of this article was published as Mesa-Lago, “Problemas so-
ciales y econémicos en Cuba durante la crisis y la recuperacién,” Revista de la CEPAL, No. 86 (LC/G.2282-P), Santiago, Chile, CE-
PAL, August 2005: 183-205. The current version adds two sections and expands in several other areas.

2. In what follows we do not discuss in detail Chapter 1, dealing with economic reforms, macroeconomic policies, and recent econom-

ic performance, and Chapter 10, a case study of the historic core of the City of La Habana, for space reasons and because we concentrate

on the chapters that analyze social policies at the national level.
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Deputy Director of INIE (chapters on overview of
social policies, food consumption), Victoria Pérez Iz-
quierdo (education, public health, employment),
Aida Atienza Ambou (water and sewage, housing),
and Maribel Ramos Herndndez (social security and
social assistance). The author of the lead chapter
(economic reforms and macroeconomic overview,
not discussed extensively here) is Jesis Garcia Moli-
na, a former professor at the Universidad de La Ha-
bana and currently a staff member of ECLAC’s Re-
gional Office in Mexico. Thus, the only two non-
Cuban contributors are Béatrice Dhaynaut, an
ECLAC staff member, and Mdttar, the authors of the
final chapter (conclusions and perspectives). Con-
spicuously missing from the volume are well known
Cuban researchers in the area of social policies, for
example Viviana Togores Gonzélez, whose work is
not discussed or even referenced in the book’s bibli-

ography.?

Other criticisms of the book, discussed in more detail
below, include: (1) paints a picture of successful inte-
gral development in Cuba (i.e., balanced economic
and social development) that is unsupported by the
evidence and nevertheless is offered as a model for
Latin America; (2) emphasizes positive develop-
ments, omitting or minimizing discussion of areas
where there has been stagnation or even retrogres-
sion; (3) tends to attribute persistent socioeconomic
problems to exogenous factors, while ignoring alto-
gether or minimizing the role of wrongheaded eco-
nomic and social policies; (4) fails to consider the
continuing inefficient allocation of resources to well-
performing areas to the detriment of poorly-perform-
ing ones where resource needs are greatest; (5) lacks a
long-term perspective, as it focuses on the period
1997-2002; while the earlier ECLAC book com-
pared the 1990s with the 1980s, the new volume, by
focusing only on the period 1997-2002, gives the er-
roneous impression that there have been significant
socioeconomic gains, failing to note that in many
cases the situation has not returned to the level of the

1980s, furthermore, the book does not address the
sharp deterioration in socioeconomic indicators over
the period 1991-94, nor does it compare levels in
2002 with the corresponding levels in 1989; (6) ac-
cepts official statistical data of questionable reliability
without critical scrutiny customary in ECLAC publi-
cations dealing with other Latin American countries,
and ignores serious problems associated with Cuban
socioeconomic statistics, such as lack of information
regarding the methodology for certain estimates and
changes in statistical series leading to significant un-
explained results; (7) incurs in contradictions be-
tween the statistics cited in the chapters and in the
Statistical Annex and in other ECLAC publications;
and information contained in the Statistical Annex is
not always cited in the text; (8) does not address so-
cioeconomic problems and shortcomings that have
been raised in the literature cited by the chapter au-
thors or by other Cuban analysts whose works are ex-
cluded in the bibliography; (9) makes comparisons
with Latin America that are at best selective and in
some instances technically incorrect; and (10) fails to
provide a coherent, long-term social policy strategy,
intimating that continuation of the policies imple-
mented to date with some minor adjustments is suffi-
cient to address the island’s outstanding socioeco-
nomic problems.

OVERVIEW OF SOCIAL POLICIES

Chapter 2, authored by Ferriol, describes Cuba’s so-
cial policies and socioeconomic performance in the
1990s, when the economic crisis “highlighted some
of the weaknesses of the social model,” and since
2000, when the equity promoted by the model was
threatened by monetary duality and segmentation of
consumer markets. Among others, two aspects ana-
lyzed by Ferriol in this chapter are poverty and ine-

quality.

Increasing Poverty

Ferriol defines “population at risk” of poverty as the
segment of the overall Cuban population with insuf-
ficient income to acquire a basic basket of food and

3. In contrast, an earlier ECLAC publication on Cuba (ECLAC 1997, 2000) involved contributions from about 20 experts from
ECLAC and other international organizations with some collaboration from Cuban institutions, and was coordinated by a single

ECLAC expert.
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non-food products, tantamount to the conventional
concept of poverty incidence (p. 78). The original
method for calculating the population at risk of pov-
erty included two values not sufficiently clarified by
Ferriol: (1) the cost of the basket of basic commodi-
ties is adjusted to take into account the subsidized
prices associated with the rationing system; and (2)
income is also adjusted to take into account free so-
cial services received by the population (Informe de
Cuba 1997). According to Ferriol, the Cuban urban
population at risk of poverty doubled between 1988
and 1996, from 6.3% to 14.7%, rose to 20% in
1999, and remained at that level through 2001. She
attributes the sharp rise in the population at risk of
poverty in the city of La Habana (from 4.3% in 1989
to 20.1% in 1995) to the widening of income ine-
quality, but she later asserts that the population at
risk of poverty in the city of La Habana fell to 11.5%
in 1996 (pp. 79-81), raising questions about such a
sharp change (almost 9 percentage points) over a sin-
gle year period, particularly at a time of growing in-
come inequality.

In a chart, Ferriol compares Cuba’s population at
risk of poverty with standard poverty incidence mea-
sures in four Latin American countries in 2001-02;
the Cuban percentage is slightly higher than Uru-
guay’s in terms of lowest “urban poverty,” but much
lower than those for Panama, Colombia, and Ecua-
dor (p. 81). But this comparison is not appropriate
because the measure of population at risk of poverty
used in Cuba reduces the size of poverty incidence
used in Latin America and elsewhere. Moreover, Fer-
riol excluded from the comparison Costa Rica (with
a poverty incidence lower than Cuba’s population at
risk of poverty) and Chile (percentages were compa-
rable), but chose to include Colombia and Ecuador,
with very high poverty incidence (CEPAL 2001).

Explaining that her estimates excluded price subsi-
dies and free social services, a Cuban economist cal-
culated the “severity of poverty index” developed by
Amartya Sen for the Cuban population at large (not
just the urban population); for 1995 she calculated
the severity of poverty index at 39.7% or 41.8%
(based on two different variables) and the incidence
of poverty at 61% to 67% (Togores 1999). Ferriol
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ignores these estimates as well as the results of a sur-
vey of individuals’ perception of poverty carried out
by INIE in the city of La Habana in 2002 (although
the results of this survey are analyzed in an article she
wrote and cites in the bibliography). The survey
asked subjects to place themselves in one of three cat-
egories: poor, nearly poor, and not poor. Thirty-one
percent of respondents considered themselves as poor
and 23% nearly poor in terms of income, and 23%
and 20%, respectively, with respect to general living
conditions (Ferriol 2003). These two sets of esti-
mates indicate a higher level of poverty than calculat-
ed by the population at risk of poverty methodology.

Expanding Inequality

Ferriol notes that in 1986—89, at the time of the so-
called Rectification Process, “there was a tendency
toward the homogeneization of society” because of
(1) higher “egalitarianism in consumption” accom-
plished by higher subsidies to consumers and expan-
sion of the range of free goods and services made
available to the population; and (2) the narrowing of
wage differentials. The incentive to earn a salary as an
inducement to work declined, and absenteeism and
underemployment rose (pp. 67-71). The modest
economic reforms of the 1990s reestablished wage
incentives to work, but broadened wage differentials
and created a segmented consumer market, increas-
ing inequality. According to Ferriol, “the commodity
rationing system ... that benefits all Cuban families
... covers at least 50% of the nutritional needs of the
population at subsidized prices” (pp. 72, 78). But it
is well known that the monthly rations cover only
about one week’s food needs and consumers must
turn to agricultural markets, hard-currency stores
(tiendas de recaudacion de divisas, TRD), or the black
market to purchase food to meet their needs. Prices
in these markets are substantially higher than ra-
tioned prices or purchases can only be made with for-
eign currency. Ferriol cites a study of the city of La
Habana in 2001 that indicated that households made
85% of food purchases in these markets; even the
lowest-income consumers spent a significant share of
their food budget (56% for the lowest income decile,
66% for the second decile) in purchases outside of
the rationing system (pp. 149, 150).% She adds that
the degree of “dollarization of consumption” is exces-
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sive (62% of households had access to dollars, princi-
pally from foreign remittances) and generates ine-
qualities between those with and without access to
dollars (pp. 66, 73). However, the state continues to
offer free social services to the entire population,
which tends to reduce inequalities, although the
quality and some times the availability of such servic-
es has deteriorated, as will be discussed below.

There has also been a significant increase in income
disparity. A chart (p. 204) suggests that the average
monthly real salary of civilian workers in the state
sector rose by 17.4% between 1998 and 2002. How-
ever, ECLAC had earlier estimated a fall of 45.2% in
the real salary of these workers in 1989-98 (CEPAL
2000a) and two Cuban economists calculated a real
salary reduction of 31.5% between 1989 and 2002
(Togores and Garcia 2003; Togores 2004). Mean-
while, private sector income rose appreciably and the
differential access to remittances increased the in-
come gap. While in 1989, the ratio of higher to low-
er salary for civilian state employees was 4.5:1, in
1995 the ratio of highest to lowest decile in average
household income in the city of La Habana was
150:1, and in 2001 it was 199:1 (Quintana et al.
1995; Espina 2003). Before the economic crisis, phy-
sicians, engineers, university professors, and other
professionals were at the top of the salary scale, to-
gether with government ministers. At present, the
highest income earners are owners of paladares, musi-
cians, artists, landlords who rent rooms in their
homes to foreigners, and small farmers. We have esti-
mated that the ratio of highest to lowest income in
the city of La Habana in 2002 was 12,500:1 (Mesa-
Lago and Pérez-Lépez 2005).

Although all evidence suggests that inequality in in-
come distribution has grown, Cuba has never pub-
lished income distribution statistics. Ferriol states
that “the most recent estimate of monetary income
inequality, measured by the Gini coefficient, was
0.38 for the urban area in 1996-98” (p. 83). The au-

thor does not indicate whether the income measure
refers only to income generated from interactions
with the state, or also includes income from private
sector activities or remittances; it refers to gross or
net income (i.e., before or after taxes); it has been ad-
justed to include the value of free social services; and
it accounts for salary supplements in kind or in for-
eign currency. Elsewhere Ferriol refers to a Gini coef-
ficient of 0.25 for 1989 (Ferriol 2001), suggesting a
substantial rise in income inequality between 1989
and 1996-98. Starting from Brundenius’ estimate of
a Gini coefficient of 0.22 for 1986, a European ana-
lyst has estimated it at 0.55 in 1995 (Fabienke 2001);
meanwhile, a Cuban economist estimated it at 0.49
in 1999 (cited in Brundenius 2002). Despite the
scarcity and weakness of information, and the in-
crease in income inequality suggested by the men-
tioned Gini coefficient estimates, Ferriol asserts that
“the Cuban population continued to have the lowest
income inequality in Latin America and the Caribbe-
an, which was pointed out by CEPAL in a report
presented to its 28" meeting” (p. 83). Actually, the
mentioned ECLAC report compared Gini coeffi-
cients for 13 Latin American and Caribbean coun-
tries, excluding Cuba; references to Cuba appeared
only in three of the tables (out of 51 tables and 18
charts) included in the report (CEPAL 2000b: 37—
38).

Ferriol does not provide specific recommendations
regarding social policies, instead arguing that in order
to sustain and improve social indicators, “it is essen-
tial to improve economic conditions, as economic
growth is also necessary for social development. Even
if the efficiency of [social] policies were to improve,
available resources might still be insufficient to con-
tinue broad and integral programs.” This would re-
quire “making deeper changes in the economic mod-
el” and “continuing the economic reforms that began
in 1993.” This would entail “eliminating monetary
duality, decreasing the segmentation of goods and

4. While Ferriol asserts that prices in agricultural markets declined over 1994-97 and stabilized thereafter (p. 150), data in the Statisti-
cal Annex shows that they rose by an average of 22% in 2002 (I-6); prices in agricultural markets also rose in 2003 and 2004. With re-
spect to TRD, prices rose between 10% and 30% in 2004 (“Resolucién No. 54” 2004) and by an additional 10% in November 2004

as a result of the 10% discount on the value of the dollar.
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services markets, and restructuring the labor market”
in order to make it more transparent, and the appli-
cation of “a social policy with specific actions to ad-
dress the needs of the population at risk of poverty”
(pp. 83, 86-88).

EDUCATION

In Chapter 3, Pérez argues that although the educa-
tional system was adversely affected by the lack of fi-
nancial and material resources (cut backs in school
lunches, deterioration in the physical plant of educa-
tional institutions, shortages of instruction materi-
als), its universality and free access was maintained.
Moreover, she further argues that since 1994, sec-
ondary and higher education enrollment rates have
recovered and there have been improvements in the
quality of education and in the overall efficiency of
the educational system (pp. 13, 94-98).

Elementary and Secondary Enrollment

Pérez suggests that the fall in elementary education
enrollment between 1997 and 2002 was attributable
to the decline in the population 6 to 11 years of age
(p. 103). However, the enrollment rate for the cohort
6 to 11 years of age also fell from 100% in 1989-90
t0 99% in 1994-95 and had not returned to the ear-
lier rate by 2001-02 (p. 120). Pérez also states that
secondary education enrollment was relatively un-
changed during 1997-2002 and expanded signifi-
cantly in 2002-03, in line with the increase in popu-
lation 12 to 14 years of age (p. 103). According to
UNESCO statistics, the secondary education enroll-
ment rate declined from 90.2% in 1989 to 74.5% in
1994, and increased to 89% in 2002, close to the
1989 level (UNESCO 1999, 2004).

The Fall in Higher Education Enrollment

According to Pérez, authorities “limited” higher edu-
cation enrollment during the decade of the 1990s be-
cause of the lack of demand for graduates (p. 106).

Higher education enrollment fell by 58% between
1989-90 and 1994-95 and recovered subsequently,
but by 2002-03 it was still 20% below the pre-crisis
level. Changes in enrollment vary significantly across
disciplines: compared to the pre-crisis level, enroll-
ment in 2002-03 was 57% lower in agricultural sci-
ences, 38% lower in natural sciences and mathemat-
ics, and 32% lower in technical careers, while it was
565% higher in humanities and social sciences, and
343% in education (CCE 1991; ONE 1998, 2001,
2003).5 The enormous investment in humanities and
education careers (Cuba already has the lowest stu-
dent-to-teacher ration in the region?), at the expense
of science and technical careers crucial for economic
growth, represents a misallocation of scarce resources
that will have long-term implications. Pérez recog-
nizes this problem, stating that “technical careers, so
important and so highly demanded by the produc-
tive sector, only represent 10% of enrollment” (p.
107). Contrary to this concern, in the final chapter
Dhaynaut and Mdttar assert that “the levels of enroll-
ment in technical and higher education are deter-
mined by economic development needs” and that the
educational system is “placing special emphasis on
technical and scientific specialties, in order to pro-
mote innovation and its diffusion” (pp. 306-307).

The shift in relative salaries across occupations dis-
cussed above is one of the principal reasons for the
decline in secondary education enrollment. Simply
put, there is no incentive to study a university-level
career for 5 or 6 years that will lead upon graduation
to a very low-salary job. Many professionals have left
state sector employment and moved to better-paying
jobs in foreign-invested enterprises or in the private
sector (this explains in part why the government has
been restricting the private sector). Pérez states that
in 1999, teacher salaries were increased in order to
promote retention; basic monthly salary for teachers

5. The Anuario Estadistico for 2002 revised the higher education enrollment series for 1996-97 to 200001, raising enrollment in hu-
manities and social sciences up to three times, and also raising the overall higher education enrollment figures (ONE 2001, 2003). Cu-
ban authorities have not explained the rationale for these changes and Pérez does not make reference to them (see Mesa-Lago and Pérez-

Lépez 2005).

6. According to official data provided by Castifieira (2004), the student-to-teacher ratio in 2002 was 9.4 for elementary education and

11.6 for secondary education.
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currently ranges from 280 to 330 pesos, and could
reach as high as 425 pesos considering special premi-
ums, the latter figure 73% higher than the national
average salary in 2001. Nevertheless, according to
Pérez, “for some professionals these increases in sala-
ry are still insufficient to meet the high cost of living”
(p. 111). At the current CADECA exchange rate,
even a 425 peso-per-month salary is equivalent to
$16 per month, is insufficient to be able to purchase
food in TRDs for the three weeks per month not
covered by the rationing system (Mesa-Lago and
Pérez-Lépez 2005).

The Attempt to “Universalize” Higher Education
and Its Effects

The well-documented fall in the higher education
enrollment in the 1960s had a negative impact on
Cuba’s international image. For this reason, and in
order to reduce open unemployment (see below),
Cuba has greatly expanded higher education enroll-
ment. Thus, higher education enrollment in human-
ities and social sciences in 2002—-03 was 530% higher
than in 2000-01.7 Another miraculous jump in
higher education enrollment occurred in the school
year 2003-04: according to different sources, be-
tween 128,377 and 300,000 new students were en-
rolled in that academic year (see Mesa-Lago and
Pérez Lépez 2005). The Minister of Higher Educa-
tion reported that the existing 17 universities were
“multiplied” by the establishment of 732 higher edu-
cation centers at the municipal level and the number
of instructors rose by 83%; half of the new students
are enrolled in long-distance courses on socio-cultur-
al studies, social work, education, or continuing edu-
cation courses for retirees (Vecino Alegret 2003).

An obvious set of questions is how it has been possi-
ble to increase in a single year the number of higher
education institutions 43—fold, the number of in-
structors by 83%, and enrollment by 56%; what type
of training have the new 44,000 professors received;
what is the quality of the new programs; and what
productive employment will be available to the
300,000 persons who will eventually graduate from

these programs. Pérez candidly sets out three poten-
tial problems associated with universal higher educa-
tion: (1) “it will create social tensions, as demand for
higher education graduates shows limited growth po-
tential, and it could even exacerbate pressure to emi-
grate”; (2) “despite improvements, there are still
problems that put in question the role of education
as a strategic sector to promote economic develop-
ment”; and (3) the new programs “present a chal-
lenge to the Cuban model, as their massive applica-
tion requires efficiency and a  substantial
improvement in the quality of education at all levels

.. and their results cannot yet be evaluated on a na-

tional scale” (pp. 96, 116).

FOOD CONSUMPTION

Chapter 4, also authored by Ferriol, stands out as the
best in the book in terms of balance, use of compari-
sons between 2002 and 1989, and discussion of key
problems not yet properly addressed. Ferriol presents
a somber situation regarding food consumption: (1)
prior to the economic crisis, the rationing system
largely met the basic food needs of the population,
but currently the rationing system in the city of La
Habana (deemed to be the model rationing system in
the nation) only provides 51% of recommended cal-
ories, 43% of proteins, and 17% of fats; (2) the
monthly subsidy per capita implied in rationing
amounted only to 6 pesos per capita in 2002, about
2% of the average salary, but was given to the entire
population without regard to income, an inefficient
social policy in view of the rise in income inequality;
(3) to meet the overall food needs residents must also
purchase goods in parallel markets, agricultural mar-
kets, or hard-currency stores, where prices are gener-
ally set by supply and demand, are much higher than
rationed prices, and therefore are out of the reach of
those with low income; (4) these segmented markets
for food products create the conditions for black
marketeering and prevent prices from falling; (5) by
2002, per capita average production and consump-
tion of vegetables, fruits, and tubers had surpassed
1989 levels, but those of meats, fish, eggs, and milk
were still substantially below 1989 levels; moreover,

7. As noted earlier, this increase in higher education enrollment may be attributable in part to statistical manipulation.
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quality of the latter products has deteriorated and the
possibility of returning to pre-crisis production and
consumption levels is beyond the capabilities of the
current economic model; (6) “although consumption
at constant prices of 1997 rose at an average annual
rate of 3% in 1998-2002, it has not returned to
1989 levels”;® (7) in 1998-2002 food availability im-
proved but recommended nutritional levels were not
reached (consumption of calories was 16% above the
recommended level, but that of oils was 41% below
and of proteins 2% below recommended levels);® (8)
the percentage of underweight infants at birth
climbed to 9% during the 1990s and fell to 5.9% in
2002 (a historical low), but anemia affects 46% of
children aged 6 months to two years; (9) Cuba is cur-
rently a net food importer, hard currency imports ex-
ceed exports, and the agricultural export sector shift-
ed from generating a surplus to a deficit; and (10)
production of meat, milk, rice, and beans is insuffi-
cient, requiring substantial imports that account for

about half of total food imports (pp. 73, 139-145).

Ferriol should have presented current data on the ra-
tioning quotas and the prices that consumers face
when buying food and other products in the agricul-
tural markets. For example, the monthly rationing al-
lowance per capita in 2002 was 8 eggs, 6 pounds of
rice, 1.25 pounds of beans, 0.5 pounds of lard or
cooking oil, and 2.7 pounds of a combination of
beef, chicken, or fish, amounts that covered about
one week’s worth of normal consumption. The
monthly average salary in hard currency was $16 at
the CADECA exchange rates, which sufficed only to
buy one bar of soap, one-half liter of cooking oil, and
one pound of malanga in hard currency stores (Mesa-
Lago and Pérez-Lépez 2005).

The Reasons for the Food Problems

Ferriol attributes the failure to increase agricultural
output and the ensuing food shortages to two factors:
(1) the “limited recovery” of agricultural production,
which in some areas “does not show definitive signs
of recovery’: and (2) "the chronic shortage of hard
currency ... which limits the ability to import,” a
problem that she associates with the historical high
dependence on food imports and the economic crisis
of the 1990s (pp. 138, 141). However, she does not
wonder why in the three decades before the crisis, at
a time when Cuba received generous economic assis-
tance from the Soviet Union and the CMEA coun-
tries ($65 billion from the former Soviet Union alone
in subsidies and loans, of which Cuba payed only
$500 million) the island was unable to boost and di-
versify agricultural production. Ferriol describes fa-
vorably policies in the last 15 years intended to in-
crease agricultural production, but does not analyze
their actual impact. For example, she lauds the con-
version of state farms into basic units of cooperative
production (Unidades Bésicas de Produccién Coop-
erativa, UBPCs), but fails to note that the govern-
ment continues to direct their production plans, ac-
tually sold them their equipment and structures (the
UBPC:s have huge debts to the state for these acquisi-
tions), are required to sell the bulk of their output to
the state at lower prices than if they sold to consum-
ers in free markets, and their sales in agricultural
markets have fixed maximum prices (the prices can-
not exceed a certain “top”). For these reasons, 40%
of UBPCs recorded losses in 2003. Moreover, al-
though they controlled 58% of total cultivated land,
UBPC:s only supplied 4% of the products sold by the
free agricultural markets, while private farmers, with
only 17% of cultivated land, supplied 73% of the
products sold in these markets. In the last chapter,
Dhaynaut and Mdttar acknowledge “the lack of au-

8. Ferriol should have provided the undetlying data on consumption levels, but is likely that she was unable to do so because the series
based on 1997 prices has not been recalculated back to 1989, or at least such a recalculated series has not been published. At constant
prices of 1981, personal consumption fell 40% between 1989 and 1993, and despite some improvement, in 2000 it was still 22% below

the 1989 level (Togores and Garcfa 2003).

9. According to other sources, in 2001 consumption of calories in Cuba was 7% below the regional average. In 2002 it was 10% below
1985 levels for proteins and 6% for calories. In 1998-2000, 13% of the population was undernourished, ranking Cuba 9* in the region

with regard to this indicator (OPS 2004; Sixto 2004; UNDP 2004).
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tonomy of cooperatives and restrictions regarding
production decisions and authorization to sell pro-
duction in ... the agricultural markets,” suggesting
vaguely the desirability of “granting additional space
to supply and demand interactions in production
and resource allocation decisions” (p. 315). They
should have gone further, citing agricultural reforms
in China, where the contract responsibility system
distributed land to families, groups of workers, and
villages, giving them full discretion to determine
what to produce and whom to sell their output and
at what prices; had Cuba followed the Chinese model
in this regard, it would probably be self-sufficient in
food production and could even be a net exporter.
But Castro has rejected the Chinese model, deeming
it inappropriate for Cuba (Mesa-Lago and Pérez-Lé-
pez 2005).

PUBLIC HEALTH

Before the economic crisis, with very few exceptions,
Cuba was at the top of public health indicators in
Latin America, a position that it also held in 1958
(Mesa-Lago 2002). It is remarkable that, despite the
sharp decline in GDP during the 1990s, Cuba main-
tained free and universal access to public health ser-
vices. But several of Pérez’s assertions in Chapter 5
are debatable or are contradicted by official stastics.
In addition, the focus on the period 1997-2002 con-
veys the impression of steady improvement; a longer
perspective spanning the 1980s to the present would
show significant deterioration during the crisis and a
modest recovery that has not returned key indicators
to their pre-crisis levels.

Deterioration and Partial Recovery of Public
Health Indicators

Pérez affirms that “[public health] indicators, partic-
ularly morbidity indicators, were not significantly af-
fected during the worst years of the crisis,” and re-
ports that the principal illnesses whose reporting is
compulsory either were eliminated or their incidence
reduced between 1997 and 2002 (pp. 155, 166). But
statistics for the period 1989-2002 show significant

differences for specific illnesses: dyptheria, po-
liomielitis, measles, tetanus, and whopping cough
were eliminated or their incidence declined, but the
incidence for others rose significantly during the
depth of the crisis and later declined. In 2002, the in-
cidence rate was below the corresponding rate in
1989 for acute diarrhea, chicken pox, syphillis, and
blenorrheagia, but above the 1989 rate for acute res-
piratory diseases, viral hepatitis, and tuberculosis
(Mesa-Lago and Pérez-Lépez 2005).

Until the economic crisis, the Cuban public health
system was characterized by being excessively costly,
very capital intensive, and heavily dependent on im-
ports from the socialist community (CEPAL 2000a:
274-275). The inability to continue to import medi-
cines, medical equipment, spare parts, and other in-
puts from the Soviet Union, coupled with an overall
financial crisis, prompted a focus on primary health
care. Pérez notes that in the 1990s, the Ministry of
Public Health significantly changed its objectives,
“prioritizing health promotion and prevention of ill-
nesses,” which has led to a reduction in communica-
ble diseases. In addition, a national effort “is continu-
ing to develop domestic vaccines that would meet
future national needs” (pp. 155-156, 167). Mean-
while, the prevention of communicable diseases
through immunization has declined markedly; in
2002 the immunized population was between 25%
and 90% lower than in 1989 with respect to five ba-
sic vaccines, and also lower than at the worst mo-
ment of the crisis. Immunization against tuberculosis
fell by 56% although the incidence of this serious ill-
ness climbed by 60% over 1989 (Mesa-Lago 2005).10
Cuba is eigth in the Latin American region with re-
spect to mortality associated with communicable dis-

eases (PAHO 2004).

Cuba’s infant mortality rate fell steadily during the
1990s (from 11.1 per 1000 live births in 1989 to 6.5
in 2003) and currently it is the lowest in the region,
but the mortality picture is different for other
groups. Pérez notes that there was a decrease in “to-

10. BCG, bacille Calmette-Guerin, is the vaccine used most widely against tuberculosis. Annual varations in immunization could be
the result of changes in the number of births and the ages at which the vaccines are administered. This is an issue that requires further

clarification.
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tal” maternal mortality from 43.8 to 41.7 per
100,000 live births between 1999 and 2002 (p. 179).
It is interesting that, with respect to this indicator,
the author diverges from the rest of the book and
does not compare levels in 1997 and 2002. More-
over, she does not mention that in 2001, Cuba
changed the methodology underlying the series:
while formerly “total” maternal mortality included
direct and indirect mortality as well as mortality at-
tributable to “other causes,” the new series eliminates
the “other causes” and therefore results in lower mor-
tality rates. Moreover, since the new series is only re-
computed back to 1996, comparisons with 1989 are
not possible. In 2000, the maternal mortality rate
was 55.7 according to the old series, but 40.4 accord-
ing to the new series, as the latter excluded 15.3
deaths per 100,000 live births attributable to “other
causes.” The new series shows an increase from 38.6
in 1997 to 41.7 in 2002. Finally, the 2002 maternal
mortality rate according to the new series, despite the
exclusion of “other causes,” is higher than the “total”
rate of 29.2 in 1989. Meanwhile mortality for the co-
hort 65 years of age and older rose from 48.4 per
1,000 in 1989 to 55.7 in 1993 and later declined to
49.7 in 2001, still above the corresponding levels be-
fore the crisis (Mesa-Lago 2005).

Pérez refers to a program to ease the substantial
shortages of medicines “since during the 1990s, pro-
duction, distribution, and sale [of medicines] stag-
nated” because of cuts in imports of raw materials (p.
157). In reality, production did not just stagnate, but
it actually declined, and hard currency imports of
medicines (not just raw materials to manufacture
medicines) fell by 50% in 1993, and by 1996 they
were still below the 1989 level. According to Pérez,
the family doctor program (about half of all physi-
cians in the country are family doctors) mitigate the
adverse effects of the crisis, but she fails to point out
that family doctors are limited in what they can do
since they often lack the most basic medicines. To be
sure, it is possible to purchase medicines in hard cur-

rency stores, but only those individuals who have ac-
cess to hard currency are able to obtain them.

Financing, Efficiency, and Quality

Pérez asserts that “despite the sharp contraction of
the Cuban economy during the mid-1990s, .... real
public health expenditures continued to rise,” with
an increase of 40 percentage points in per capita ex-
penditures (at constant prices of 1997) between 1997
and 2002 (pp. 172-173). However, at constant pric-
es of 1981, real expenditures per capita fell from
66.90 pesos in 1989 to 16.40 pesos in 1993, rising
later to 53.00 pesos in 1999, still 21% below the
1989 level (Sixto 2003). Cuba ranked 14t within the
Latin American region in public health expenditures
per capita in 2002 ($229, based on purchasing power
parity exchange rates), with only six countries—the
least developed ones in the region—having lower ex-
penditures than Cuba. Cuba was 6t in the region (in
a virtual tie with two other countries) in total expen-
ditures on public health as a percent of GDP; howev-
er, Cuba’s total public health expenditures as a per-
cent of GDP of 7.2% is broken up into 6.2% in
public expenditures and 1% in private expenditures,
a puzzling set of figures since the practice of private
medicine is, for all practical purposes, banned. If
only public expenditures were considered, Cuba
would rank 10® in the region (based on UNDP
2004).

Public health policies have focused on “making more
efficient use of available resources,” states Pérez (p.
156), but she omits analysis of two key indicators
that measure the efficiency of hospitals. Thus, the
number of “real” hospital beds per 1,000 inhabitants
fell from 5 to 4.5 between 1989 and 2001; despite
this, the hospital bed occupancy rate contracted from
73.9% to 69.8% in the same period; to 56% in pedi-
atric hospitals, and to 47.5% in hospitals specializing
in care of newborns.! Hospital stay rose from 9.9
days in 1989 to 10.4 in 1993, and fell to 9.4 in 2001
(ONE 1998, 2003; MINSAP 1995 to 2003). If the
average hospital stay had been reduced to 7 days (still

11. This is the result of the slow population growth rate and of the ageing of the population. However, unnecessary hospitals should be

shut down in order to conserve resources and build senior citizen facilities.
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high by international standards), the index of hospi-
tal bed occupancy rate would have fallen to 56.2%
(Mesa-Lago 2003b).

Pérez does not address the well-known deterioration
in the quality of public health services, described as
follows in a recent editorial in a Cuban journal: “The
current deterioration in the public health system is
not, in our opinion, only the result of the embargo or
blockade” but also of other reasons: (1) the physical
health

facilities—run down, dirty, “cannibalized”—as a re-
y

and structural deterioration of public
sult of normal wear and tear combined with “gener-
alized larceny” and the “indifference” of managers at
all levels; (2) the poor organization of patient care,
including visits, referrals, and hospital admissions;
(3) the priority that public health centers give to the
fulfillment of norms not related to the well-being of
patients, that limit access to services and “delay med-
ical attention by imposing requirements not directly
related to medical considerations”; (4) the uneven ac-
cess to certain scarce diagnostic tests, technologies,
and equipment, that often require “extra-institution-
al efforts,” such as “sociolismo” (contacts, friendship)
and illegal payments (corruption); and (5) the poor
personal treatment of patients by physicians and oth-
er public health personnel (“La salud puablica” 2004).
Pérez also neglects to mention that Cuba has a sepa-
rate public health system for members of the armed
forces, internal security forces, and high-level Com-
munist Party and government officials that has supe-
rior facilities and provides overall better quality
health services than the system available to the gener-
al public; Cuba also offers “health tourism” services
for hard currency that are of superior quality than
those available to the average citizen (Mesa-Lago

2003Db).

Pérez does not make recommendations regarding
public health, but reports goals for 2015, among
them to reduce by two-thirds the mortality rate of
children under 5 years of age, already the lowest in
the region in 2002. The more this indicator falls, to-
gether with the overall infant mortality rate, the
harder to induce further declines, requiring ever larg-
er investment of resources (recall that the occupancy
rate of rooms in children’s hospitals is only 47.5%).

In order to continue to lower infant mortality in the
first year of life (already the lowest in the Americas,
after Canada’s, and at par with the United States)
Cuba uses expensive technologies to detect congeni-
tal defects in fetuses and provides special attention
and diet to expectant mothers. While undoubtedly
these are positive interventions, they require scarce
resources to address a problem that has been largely
resolved, at the expense of other more severe and ur-
gent problems, such as the water and sewage infra-
structure, food consumption, and housing. Similarly,
the scholarships granted to foreigners to study medi-
cine and other university careers in the island, as well
as the assignment of thousands of health profession-
als (including family doctors) to overseas posts as part
of a foreign aid program, are worthy actions but very
expensive. The existence of a separate and higher-
quality health care system for members of the armed
forces, internal security personnel, and high-echelon
government and party leaders is not only expensive
but also a source of inequality and an irritant for the
general population subject to real restrictions on
health care services. Pérez should have addressed
these issues and made recommendations to address
them.

WATER AND SEWAGE

Atienza notes in Chapter 9 that the sharp reduction
of imports of equipment, parts, and chemical prod-
ucts from the socialist countries, coupled with inter-
ruptions in the electrical system that affected the op-
eration of pumps and water distribution and sewage
systems, reduced overall potability of water and the
quality of water treatment, contributing to an in-
crease in communicable diseases (for example, acute
diarrhea, hepatitis). She also asserts that by 2002, the
volume and quality of water and sewage services had
surpassed the 1990 level as a result of the construc-
tion of aqueducts, water purification plants, and sew-
age pumping stations, but presents statistics only for
the period 1999-2002, making it impossible to con-
firm the alleged progress between 1989 and 2002.
Based on the statistics she presents, it is clear that no
new water purification plants were built between
1999 and 2002 and only one water fluoridation plant
was operational over the period (pp. 276-278).
Moreover, official statistics indicate that the volume

79



Cuba in Transition *+ ASCE 2005

of water flowing through the urban public sewage
system fell from 672 hm3 in 1998 (ONE 2001) to
569 hm3 en 2002 (p. 278), a reduction of 15%.

Atienza points out that the quality of drinking water
has been hampered by several causes, but does not in-
dicate the relative importance of each: (1) drinking
water is available on average 12 hours per day, forc-
ing “part” of the population to store water in tanks
and other containers, which “may affect” the potabil-
ity of the water (the population of La Habana must
boil city water in order to eliminate bacteria and par-
asites); (2) the distribution system does not reach all
areas of the city and “part” of the existing system is in
poor condition; (3) “part” of the pumping equip-
ment is also in poor condition; and (4) water supply
is “unstable” because of interruptions in electric pow-
er (p. 281). The latter problem worsened in mid-
2004 when the largest power generation plant (the
Antonio Guiteras thermoelectric plant) was shut
down for major repairs and other plants also suffered
breakdowns, adversely affecting the pumping system
and requiring the institution of water rationing
(Granma, September 29 and 30, 2004).

EMPLOYMENT

Chapter 6, also authored by Pérez, describes Cuba’s
recent policies to promote full employment and their
positive impact on reducing open unemployment
and generating economic growth, although she ig-
nores their adverse impact on worker productivity.
Pérez also discusses positively the purported freedom
to form labor unions in the island.

The Apparent Eradication of Open
Unemployment

Pérez uses official statistics to document a fall in open
unemployment from 7% of the economically active
population (EAP) in 1997 to 3.3% in 2002; the
open unemployment rate has continued to decline,
and was reported by Cuban officials at 1.9% in 2004
(Rodriguez 2004). This impressive contraction by
over 5 percentage points over a seven-year period is
questionable and hides considerable underemploy-

ment: (1) between 500,000 and 800,000 state work-
ers deemed as redundant (“disponibles”) in 1995
should have been shifted to other jobs, but according
to Pérez such number had fallen to 19,000 in 1997
(p. 191), a remarkable 97% reduction over a two-
year period; (2) the “equivalent unemployment” rate
in 1998 was estimated at 25.1% (6.6% open unem-
ployment plus 18.5% underemployment), very close
to its level in 1997 (CEPAL 2000a; ECLAC sus-
pended publication of such estimates after 1998 and
Pérez ignores their existence); (3) 219,600 sugar in-
dustry workers lost their jobs in 2002 as a result of
the shut down of 45% of the sugar mills and of about
half of the sugarcane plantations (p. 196); (4) non-
state employment shrank from 23.4% of total em-
ployment in 2000 to 20.8% in 2002 (p. 201); and
(5) in a survey of poverty in Ciudad de La Habana in
2002, 14% of respondents considered that they were
“poor” in terms of employment, and an additional
13% considered that they were “nearly poor” in this
regard (Ferriol 2003). Elsewhere one of us has calcu-
lated an unemployment rate of 21% for 2000 (Mesa-
Lago 2005), nearly four times the 4.5% rate estimat-
ed by Pérez for that year, and within the unemploy-
ment range of 16% to 28% for 1994-2000 estimated
by a former JUCEPLAN vice president (Garcia Diaz
2004a)."

The exceedingly low official open unemployment
rates reported for 2002—04 cover up persistent “high
levels of underemployment” (p. 317), and probably
count as employed many who, strictly speaking, are
not, or are employed in very low productivity jobs.
They are consistent, however, with Castro’s 2002
dictum that Cuba would eliminate unemployment.
Castro said (2002): “Unemployment has to disap-
pear. ... In Cuba there will be no unemployment. ...
We have promised our young people that they are
guaranteed jobs on one condition: that they be pre-
pared.” Thus, in 2001-03, the government created
five new “study as employment” programs to absorb
the jobless and in addition payed 60% of their sala-
ries to workers who lost their jobs because of tempo-

12. The ILO (2004a), the highest authority in the labor area, excludes Cuba (as well as Haiti and Guatemala) from its tables about the

Latin American region in its statistical publications.
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rary closures of their workplaces and to redundant
workers who had not been placed in new employ-
ment (pp. 193-198, 214). In 2002, there were
764,668 persons involved in these programs, repre-
senting 16% of the EAP of 4.7 million persons, al-
though Pérez does not indicate how many of them
are considered as being employed.

Effect on Labor Productivity

According to Pérez, the policies pursued in the 1990s
to maintain the jobs and salaries of workers in enter-
prises that shut down temporarily or permanently be-
cause of the crisis, led to the severe underutilization
of the labor force and a drop in labor productivity.
She asserts that with the economic recovery that be-
gan in the second half of the 1990s, 435,000 new
jobs were created, redundant (“disponibles”) workers
were placed in new jobs, underemployment declined,
and labor productivity rose at an average annual rate
of 1.8% in 1998-2002. The official disregard for
costs is illustrated by the following statement made
by Castro at an international meeting of economists
in 2002 (Castro 2002): “We have promised a guaran-
teed job to all the youth. ...We are paying 75,000
youngsters a salary to study, and if there were
100,000, 120,000 we can do it, and that does not
cost us anything.”

Contrary to Pérez’s assessment of rising labor pro-
ductivity, official statistics she cites indicate that la-
bor productivity growth was negative or stagnated
during three years in 1998-2002, and with the im-
plementation of “full employment” and “study as
employment” programs, productivity growth was
0.1% in 2001 and -0.1% in 2002 (pp. 190192,
216). Labor productivity fell by 32% in 1989-93
and by 1997 it was still 20 percentage points below
the 1989 level (CEPAL 2000a: 235). One of us has
estimated, based on the annual rates reported by
Pérez for 1998-2002, that the average level of pro-
ductivity in 2002 was still 12.6 percentage points
lower than in 1989 (Mesa-Lago 2005).

The economic crisis and the full employment policies
resulted in drastic changes in the composition of the
EAP by sector of economic activity between 1991
and 2002 (in percentage points): contraction in man-
ufacturing (4.1), construction (3.6), transportation

and communications (1.3), and mining (0.4), and
increase in community, social, and personal services
(7.8), agriculture (1.2), and commerce, restaurantes,
and hotels (0.7) (calculations based on CEPAL
2000a: A-46 and 2004b: 199). In 1997-2002, com-
munity, social, and personal services was the sector
that created the largest number of jobs (increase of
68%), but it was precisely this sector that suffered the
largest decline in average productivy (-3.7%) during
the same period (p. 215). Pérez does not consider the
productivity decline as a problem, noting that “the
government is pursuing an employment and salary
policy that has two different rationales: economic
and social. For humanitarian reasons, it gives priority
to the latter,” although she admits that the difficult
economic situation “requires solving those problems
that adversely affect economic performance” (p.
209).

Freedom of Association

A box in Pérez’s chapter asserts that Cuba holds
“high prestige” within the International Labor Orga-
nization (ILO) and it has ratified 87 international
conventions, including the convention on freedom
to form unions, which places it second within Latin
America in terms of the number of conventions rati-
fied (p. 209). This assertion is refuted by Provisional
Report No. 332 of the ILO’s Committee on Free-
dom of Association, issued in 2004 in response to
complaints against the Government of Cuba submit-
ted by two international and one regional confedera-
tions of trade unions alleging violations of ratified
Conventions 87 and 98. After taking into consider-
ation the response from the Government of Cuba,
the mentioned Committee forwarded to the Govern-
ing Body of the ILO the following observations and
recommendations: (1) “The Committee deeply re-
grets that the Government of Cuba categorically re-
jects the possibility of a direct contacts mission” and
“the lack of will to cooperate fully in the proceed-
ings”; (2) “urges the Government promptly to adopt
new provisions and measures to recognize in legisla-
tion and in practice the right of workers to establish
the organizations they deem appropriate ... in partic-
ular, organizations independent from the current
trade union structure”; (3) “urges the Government to
take measures to amend legislation with regard to
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collective bargaining” to ensure that collective bar-
gaining “can take place without recourse to binding
compulsory arbitration prescribed by the legislation
and without interference by the authorities, organiza-
tions at higher level, or the CTC (Central de Traba-
jadores de Cuba)”; (4) “strongly expects that the
Government will ensure that the right to strike can
be exercised in an effective manner in practice and
that nobody will be discriminated against or preju-
diced in their employment for peacfully exercusing
this right”; (5) “urges the Government to take steps
to release immediately” the trade unionists con-
demned to between 15 and 26 years of prison “in
summary hearings of very short duration”; and (6)
“deplores the infiltration of security agents in the ...
trade union organization” and “urges the Govern-
ment in future to comply with the principle of non-
intervention or interference of the public authorities
in the trade union activities” (ILO 2004b: 97-119).

With regard to addressing employment issues, Pérez
only recommends “completing quickly and fully the
implementation of perfeccionamiento empresarial” (p.
209); introduced in 1999, it was only being applied
in 15% of enterprises in April 2003 (Granma, April
20, 2003). According to Cuban economists, perfec-
cionamiento rests on vertical decision making and
leads to concentration of power. The redundant
workers resulting from its implementation will be
difficult to place in productive jobs (see Mesa-Lago
and DPérez-Lépez 2005 for sources). In contrast,
Dhaynaut and M4ttar recommend in Chapter 11 the
flexibilization of self-employment rules and and ex-
pansion of such activities—for example, by allowing
groups of small service enterprises to join together—
in order to reduce informality, unemployment, and
tax evasion while promoting competition and inno-
vation and diversifying the range of production of
goods and services (pp. 54, 318). Similar recommen-
dations were made in 1994 by Carlos Solchaga,
former Minister of the Economy in Spain’s socialist
government. In 1995 a draft law that would autho-
rize Cuban citizens to own and operate small busi-
nesses circulated among policymakers, however, the
draft law was shelved and, after 1996, the Cuban
government began to impose restrictive measures—
such as higher taxes, harassing inspections, fines—
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that resulted in the closing of many small businesses.
The success rate of obtaining a self-employment li-
cense fell from 82% in 1996 to 24% in 2001 (Ritter
2004). In 2004, the government banned government
officials, managers, and members of the military
from engaging in self-employment and cancelled per-
mits and suspended new ones for 40 self-employ-
ment occupations such as clowns, magicians, mas-
seuses, used book sellers, and small restaurant
operators (“Resolucién No. 117 2004). As a result,
the number of self-employed workers fell from
208,500 at the end of 1995 to 149,990 in 2003, and

was probably even lower in 2004.

In contrast, Pérez asserts that the government “creat-
ed a larger space for self-employment activities” that
“was deepened through the expansion of the range of
activities authorized for self-employment and the de-
cision to issue licenses to engage in such activities”
(p. 190). Dhaynaut and Mdttar acknowledge that
“underemployment levels were high” at the same
time that Cuba officially reported very low unem-
ployment rates (p. 317), but they do not connect the
adverse effect of the government’s full employment
policies on productivity. They also note that “the la-
bor force of foreign-invested enterprises can only be
hired or fired by a state employment entity” (p. 317),
but they are silent on the fact that foreign-invested
enterprises pay salaries in dollars to the Cuban gov-
ernment, while the government in turn pays Cuban
workers in pesos (at the official exchange rate of 1
dollar=1 peso rather than the market rate of 1 dol-
lar=26 pesos) complemented with a small allowance
in convertible pesos; similarly, they do not mention
that the Cuban government ignored a request made
by the European Union in 2002 to allow foreign-in-
vested enterprises involving EU member countries to
hire, promote, and pay workers directly in order to
strengthen incentives.

SOCIAL SECURITY AND SOCIAL
ASSISTANCE

Chapter 7, authored by Ramos, asserts that social se-
curity pension coverage extends to “100% of the sala-
ried labor force” (p. 219). This assertion overstates
coverage because self-employed workers, unpaid fam-
ily members, and the majority of private farmers are



Assessment of ECLAC’s “Politica Social y Reformas Estructurales”

not mandatorily covered; they may join the system
on a voluntary basis paying the equivalent of the em-
ployer’s contribution (while salaried workers usually
pay nothing), a significant obstacle for their incorpo-
ration. In this section we analyze the high and rising
cost of social security pensions and contrast it with
the insufficient social assistance pensions.

Social Security: Expensive and Unaffordable

Ramos correctly points out that normal retirement
ages in Cuba are among the lowest in the region: 60
years of age for men and 55 for women with 25 years
of work. Since the average life expectancy at the time
of retirement in Cuba is the longest in the region (20
years for men and 26 years for women), the system is
very costly and such costs will rise in the long term
for several reasons: (1) Cuba has the second oldest
population in the region (after Uruguay) and will
have the oldest population before 2025; (2) begin-
ning in 2010, more persons will retire than will enter
the labor force; and (3) in 2020-30, the “baby
boom” cohort of the 1960s will reach retirement age
(CEPAL 2000a; Mesa-Lago 2003b; Annex II-2).

Expenditures on social security pensions (i.e., exclud-
ing social assistance pensions) rose from 5.3% of
GDP in 1989 to 6.5% in 2003 (CEE 1991; ONE
2003); such expenditures are financed by a 12% pay-
roll tax payable by employers which goes directly into
the state budget. Implementation of a worker contri-
bution, stipulated by the 1994 tax law, was suspend-
ed until 1997 when a 5% contribution began to be
collected only from workers in enterprises covered by
the perfeccionamiento management system (limited to
about 2% of workers in 2002); self-employed work-
ers and others who have joined the social security sys-
tem voluntarily contribute 12% of their income. Ra-
that
insufficient to finance the system and its growing
deficits are covered by the State (p. 231). The state’s
subsidy rose from 1.3% of GDP in 1986 to 2.3% in
2003, and it is anticipated to continue to grow as the

mos  notes employer contributions are

population ages. The ratio of active workers to pen-
sioners, which was 3.6 in 1989, fell to 2.8 in 2002
and is projected to fall to 1.5 by 2025. To break
even, in 2002 contributions would have had to be set
at 17.9% of payroll; to reach long-term balance,

however, contributions would have had to rise to
39% to 86%, under different scenarios (Mesa-Lago
and Pérez Lépez 2005).

In addition to the general social security system,
Cuba has two special systems for members of the
armed forces and of the Ministry of Interior. These
schemes have qualification requirements and benefit
levels that are more generous than those of the gener-
al system (pp. 84, 222). In 1995, the cost of the so-
cial security system of the armed forces, totally fi-
nanced by the State, was equivalent to the deficit of
the overall pension system; bringing financial balance
to this system would have required contributions
equivalent to 118% of salaries (Mesa-Lago and
Pérez-Lépez 2005). Ramos notes that the govern-
ment’s social security policies “have given priority to
social over economic objectives,” but the growing
cost “will require additional financial resources, and
the economic sustainability of the system could be af-
fected” (pp. 231, 238).

Social security benefits historically have been low,
but before the crisis they were suplemented by subsi-
dized or free consumer goods, transportation, elec-
tricity, water, housing, and public health services.
Ramos reports that the average real pension rose
from 1992 to 2001, but declined in 2002 (p. 228);
however, he does not show the comparison in 2002
and 1989. The average real pension declined by 42%
between 1989 and 1998, at the same time that there
was a significant deterioration in the supplementary
social safety net (Mesa-Lago 2003b). In 2002, the av-
erage monthly pension was 108 pesos, and the mini-
mum monthly pension was 60 pesos (pp. 220, 228),
equivalent to $4.15 and $2.31, respectively.

Inadequate Social Assistance

According to Ramos, the number of social assistance
recipients remained nearly constant in 1996-2000,
but rose by 42% beween 2000 and 2002 at the same
time that there was an increase in the social assistance
benefit (pp. 231-232). In 2002, out of a total of 1.6
million pensioners, 20% (192,511) received social
assistance benefits (p. 225-226), 1.7% of the island’s
population. Since at least 20% of the population
were at risk of poverty or deemed to be poor, it is
clear that the bulk of the needy do not receive social
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assistance benefits. As a share of GDP, social assis-
tance expenditures were rougly unchanged at about
0.5-0.6% of GDP in 1989-2000, but climbed to
1.2% in 2002 (Mesa-Lago 2003b; ONE 2003).
However, the monthly social assistance pension in
real terms fell by 60% in 1997-2002 (based on An-
nex 11-47 and 1I-49). The average monthly social as-
sistance pension in 2002 was 63 pesos, or $2.42.

Some of Ramos’ recommendations on this topic are
sound, although they are not very detailed, while
others are not because she omits important consider-
ations. The main recommendations are listed below
together with our comments: (1) encourage increases
in employment in order to improve the finances of
the social security system (a significant portion of the
new jobs being created have low productivity or the
workers do not contribute to the social security sys-
tem); (2) raise gradually the retirement age (she does
not provide any concrete proposals, although this is-
sue has been studied by several Cuban experts); (3)
raise the purchasing power of pension benefits (she
does not explain how this would be accomplished);
(4) encourage older workers to remain longer in the
labor force (she states that 24% of self-employed
workers are older persons, although this share has
been declining in recent years), and (5) conduct actu-
arial projections of the system (she mentions that
such an exercise was begun in Cuba in 2003, but ig-
nores the fact that the ILO has conducted two sets of
actuarial projections) (pp. 239-241).

Ramos mentions that the Ministry of Labor and So-
cial Security is developing a new Social Security Law
that would aim to make the system financially viable
(p- 312), but does not discuss the details of such a
proposal although a draft was circulated in 2003 with
its major elements. The proposal would not raise the
retirement age but would provide incentives to en-
courage voluntary deferrals of retirement (Sandé
2003), obviously insufficient to tackle social securi-
ty’s current and future financial problems. Ramos
should have discussed incentives to incorporate self-
employed workers into the social security system and
to increase the proportion of workers that contribute
to it, the creation of a retirement option for young
workers that might have an investment component

84

resulting in higher benefits, and how to incorporate
the two privileged, very generous ans expensive re-
tirement systems for the armed forces and internal se-
curity officers into the general social security system.
With respect to social assistance, Ferriol stresses in
Chapter 4 that the entire population benefits from
price subsidies through the rationing system, without
regard to income (p. 148), an inefficient way to dis-
tribute scarce resources at a time of rising income in-
equality. Ferriol ignores a proposal by several Cuban
experts that would eliminate price subsidies and free
social services to the population at large that are not
means-tested, focusing assistance on those that are in
need (see sources in Mesa-Lago and Pérez Lépez
2005).

HOUSING

Chapter 8, authored by Atienza, describes Cuba’s
housing sector policies and their results. In this sec-
tion, after explaining the lack of a continuous statisti-
cal series on housing construction in socialist Cuba,
we present housing construction trends and discuss
the housing deficit.

Housing Policies and Impediments to Analysis

Atienza describes the numerous changes in housing
policies in socialist Cuba, including nationalization
of the housing stock, costly design of public housing
followed by rapid construction of low-quality homes,
and the Soviet-donated plant for pre-fabricated
dwelling buildings. At the beginning of the 1980s,
restrictions on housing construction by individuals
were lowered, swaps (permutas) were authorized, and
access to construction materials improved. Atienza
argues that these changes occurred because the lead-
ership had become aware of the flaws in the then-ex-
isting housing construction model which was highly
centralized, relied on imported inputs, and required
large amounts of energy and material inputs. Despite
this, in 1987-89, on the eve of the collapse of the So-
viet bloc, Cuba made a very large investment in im-
ported machinery and equipment for housing con-
1988 Housing Law
restricted private housing construction and swaps,

struction. Moreover, the
discontinued sales of construction materials to indi-
viduals, strengthened the role of the state in housing
construction, and increased penalties for violations of
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housing regulations. The economic crisis caused a
sharp decline in the production of construction ma-
terials: between 1990 and 2001, cement production
fell by 59%, cement blocks by 64%, sand and stone
by 71%, and bricks by 73%. In 1992, after 34 years
of ineffective policies, the government put in place a
more common sense strategy for the housing sector
that emphasizes maintenance, repair, and refurbish-
ing of existing stock, completion of partly-built con-
struction projects, application of low-input technolo-
gies, and wider use of local raw materials (pp. 246—

248, 254).

Atienza ignores the lack of a homogeneous housing
construction series for socialist Cuba, a serious im-
pediment to analysis. Statistics on annual housing
construction were not published in 1959-63; for
1964-80, statistics are available on construction by
the state civil sector; for 1981-87, statistics include
state construction plus housing construction by co-
operatives, the armed forces, and the population (the
latter distinguishing between dwellings with state-
certified “habitability” and those that lacked such
certification); since 1988, statistics exclude construc-
tion by the population without certification and by
the armed forces. In 1981-87, a period when state
rules became more flexible and the availability of
construction materials improved, the largest number
of housing units was built, with an average of 60% of
them built by the population. But the restrictive
1988 housing law and the economic crisis sharply re-
duced housing construction by the population,
bringing it down to 34% of total housing units built
in 1990-2002. During the three five-year plans span-
ning the period 1976-90, housing construction tar-
gets were unfulfilled by 45% (Mesa-Lago 2002).

Housing Construction and the Housing Deficit

Soberly, Atienza argues that the new policies that pri-
oritize maintenance, repair, and refurbishing of hous-
ing units “prevented the collapse of the [housing]
sector at the start of the 1990s” (p. 249), while more
boldly, Garcfa asserts that since 1994, “the number

of housing units built recovered significantly” (p.
113). The problems noted above do not allow exact
calculations, but roughly the average number of
housing units built annually fell from 62,015 units in
1981-89 (6.1 per 1000 population) to 28,638 in
1990-94 (2.8 per 1000 population), and then rose to
41,604 in 1995-2003 (4.5 per 1000 population),
still 30% below the pre-crisis level. Moreover, hous-
ing construction fell to 25,000 in 2003 (2.2 per 1000
population), lower than the average during the depth
of the crisis (Mesa-Lago and Pérez-Lépez 2005).

The nation’s housing stock rose from 1.90 million
units in 1970 to 3.13 million units in 2002 (p. 258);
based on these data, we have estimated the ration of
population per housing unit declining from 4.53 to
3.57. She points out that the increase in housing
units is not attributable only to new construction,
but also reflects “division of existing housing units,
additions, and construction on flat roofs.” According
to the 1981 population census (the results of the
2002 census had not been released as of July 2005),
“insufficient conservation and refurbishing of the
housing stock had led to its progressive deteriora-
tion,” so that “at present, about 40% of housing
units are in mediocre (regular) or poor condition
(mal estado).”’® In 2000-01, three hurricanes de-
stroyed 35,724 housing units and damaged an addi-
tional 272,105 units, requiring the focussing of avail-
to the
detriment of maintenance and refurbishing (pp.
258-260). The Economic Development Strategy for
1980-2000 estimated that an average 60,000 hous-
ing units per annum would have to be built just to

able resources on their reconstruction,

replace the deteriorating housing stock (Garcia Diaz
2004b); since the average annual number of units ac-
tually built was about 48,000, it stands to reason that
the housing deficit must have risen substantially.

Atienza points out that one of the challenges is to
conduct “detailed studies that would yield better esti-
mates of the housing deficit” (p. 263). Despite this,
and without citing any statistics or estimating meth-

13. In the city of La Habana, 43% of housing units were in mediocre or poor condition in 1999; in the older neighboords of La Ha-
bana, the corresponding rate was 75%. Fifty-nine percent of the housing units in the city as a whole had structural problems (Pérez Vil-
lanueva 2001). In the eastern provinces, more than 50% of housing units were in acceptable and poor condition (p. 260).
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odologies, she posits that the “real housing deficit,”
taking into consideration deterioration and demoli-
tion is 530,000 units (p. 258). Assuming three per-
sons per household, such a housing deficit would af-
14% of the

population. However, a conservative estimate of the

fect some 1.6 million inhabitants,

housing deficit made by one of us suggested that the
housing deficit was some 880,000 housing units in
1985, and it would be considerably higher now con-
sidering that the rate of housing construction slowed
down since then (Mesa-Lago 2002). Atienza notes
that in the 2002 survey of poverty in the city of La
Habana, the deterioration of their homes was cited
by 16% of the respondents as the most serious prob-
lem after insufficient income and food consumption
(p. 262), but she fails to note that 22% of the respon-
dents to that survey deemed themselves as “poor”
and 19% as “nearly poor” with respect to housing
(Ferriol 2003).

Atienza notes that in the 1990s, the housing sector
“has been experiencing its most difficult situation”
since the start of the revolution, facing severe chal-
lenges, among them the need to: (1) improve the
quality of construction; (2) promote conservation
and repair; (3) develop an efficient construction ma-
terials industry; (4) decentralize construction; and (5)
broaden population participation in building houses
(p. 263). These challenges are essentially the ones
that the housing sector strategy acknowledged in
1992 and Atienza does not provide specific policies
to cope with them. She should have stressed the im-
perative to return to the more flexible regulatory
framework in place before 1988 that spurred popula-
tion housing construction, supplemented with con-
trols to avoid corruption.

SUMMARY: SOCIAL INDICATORS IN 1989
AND 2003

Table 1 compares, in summarized fashion, a set of so-
cial indicators for Cuba in 1989 and 2002-2003.
Only infant mortality improved (decreased 4.6 per-
centage points); the open unemployment rate de-
clined 5.6 percentage points according to official fig-
ures, but our estimate in 2003 is seven to nine times
the official rate. The remaining indicators in 2002—
2003 were worse than in 1989: population at risk (of
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poverty) increased 13.7 percentage points; the real
average salary diminished 32%; the Gini coefficient
augmented 0.182 points; enrollment in higher edu-
cation fell 20% (jumped 285% in humanities, social
sciences, and education, while it decreased 33% in
technical careers); maternal mortality rose 12.5
points; mortality among age 65 and older increased
1.3 points; the immunized population with five vac-
cines declined 54%; the social security pension defi-
cit jumped 198% (the deficit financed by the state
grew by 1 percentage point of GDP); the average real
pension dropped 41%, and the number of houses
built per 1,000 inhabitants declined 3.9 points.

CONCLUSIONS AND PERSPECTIVES

The book’s final chapter, titled “Social Policy Chal-
lenges at the Beginning of the 21% Century,” au-
thored by Dhaynaut and Mdttar, is the second short-
est and the most timid. The first ten pages consist of
a list of Cuban achievements in the last few years that
omits the problems discussed in the individual chap-
ters as well as those raised by us in this article. The
authors assert that “no groups are excluded from ba-
sic services because of [lack of] income ... or from
participation in the labor force” (p. 309), but self-
employed workers, the majority of private agricultur-
al workers, and family workers are not mandatorily
covered by the social security system and have access
to it only through voluntary affiliation and by con-
tributing 12% of their wages, a significant disincen-
tive to their enrollment. There are also considerable
differences in pensions and health care services
(members of the armed forces, the security services,
and high-level officials receive better benefits) as well
in access to food and medicines (they are readily
available to those with very high incomes or hard
currency through agricultural markets and hard cur-
rency stores). The authors assert that “public expen-
diture is the principal means of income distribution”
after the 1994 fiscal reform (p. 311), but fail to note
that the taxation system is regressive because of the
heavy weight of indirect taxes. They also state that
“in order to guarantee the universality of social poli-
cies,” there is a “system of public benefits, based on
the principle that the state is best able to improve the
[and] Cuba has

not established a system of competition among social

quality of life of the population ...
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Table 1. Comparison of Social Indicators in Cuba, 1989 and 2002/2003

Indicators 1989 2002/2003 Difference 2
“Population at risk” of poverty (% of urban population) 6.3¢ 20.0¢ 13.7p.
Perception of poverty (% population of Havana) NA 31.0 NA
Real average salary in state sector (pesos monthly) 130 89 -32%
Gini coefficient 0.225 0.407 0.182p
Open unemployment (% of EAP), official 7.9 2.3 -5.6p
Ibid, authors’ estimate NA 16-211 NA
Enrolliment higher education (thousands) 242 193 -20%
Humanities, social sciences, education 21 81 285%
Technical careers ® 85 57 -33%
Infant mortality (per 1,000 born alive) 111 6.5 -4.6p
Maternal mortality (per 100,000 born alive) 29.2 41.7 12.5p
Mortality population 65 and older (per 1,000) 48.4 49.7 1.3p
Immunized population with five vaccines (millions) 2.3 1.0 -54%
Social security pension deficit (million pesos) 233 696 198%
Deficit financed by the state (% of GDP) 1.3 2.3 1.0p
Average real monthly pension (constant pesos 1989) 56 33 -41%
Houses built (per 1,000 inhabitants) 6.1d 2.2 -3.9p

Source: Authors’ elaboration and estimates based on Mesa-Lago 2005 which, in turn, is based on official statistics and Cuban scholars’ work.

NA: Not available. * Differences between percentages and rates are given in points (p), and differences between absolute figures are given in percentages.

b Agronomy, natural sciences, mathematics, technology, and medicine. ¢ 1988. ¢ Annual average in 1981-1989. <1999. f 2000.

services providers” (pp. 308, 314). But they fail to
analyze the impact of the state monopoly in provid-
ing social services on the quality of such services, and
to explore the potential benefits from private sector
providers (including self-employed professionals).
Furthermore, the banning of non-state providers in
social services contradicts the government allowance
of different providers of goods and services (state, co-
operatives, private), even though, as argued by the
authors, they generate market segmentation and ine-
quality. Finally, the authors assert that in the last de-
cade, social services have been modified “to promote
the more efficient use of financial, human, and mate-
rial resources” (p. 313), but they do not address the
problems discussed above, among them: low efficien-
cy in the use of existing hospital facilities, inefficient
allocation of resources in the areas of health and edu-
cation, and proliferation of non-productive employ-
ment.

Dhaynaut and Mittar note that “to reach stable and
sustainable development, it is not sufficient to have
good macroeconomic policies, which must be sup-
plemented by active policies to strengthen the pro-
ductive structure,” which could be accomplished by
continuing to rely on “central planning with regard
to strategic interests” while “deepening the diversifi-

cation of property relations [public, cooperative, pri-
vate], management decentralization, and a more
prominent role for the market” (p. 316). The Cuban
government reacted to their recommendations by

implementing recentralizing measures in 2003-
2004.

In the last section of their chapter, Dhaynaut and
Mittar offer some general policy recommendations,
but do not discuss them in detail, and in some in-
stances confuse their own policy recommendations
with policies currently being pursued by the Cuban
government. They identify some persistent social
problems, but do not provide policy recommenda-
tions to address them. Examples of these lingering
problems are: “overall food availability has improved,
but it is still insufficient ... the quality of rationed
goods has deteriorated and there is still lack of bal-
ance in the composition of the daily diet”; although
“water potability has improved, water supply short-
ages continue”; “it is essential to stop the deteriora-
tion of the housing stock”; and “the aging of the
population places significant pressure on the social
security system and ... raises questions about its fi-
nancial sustainability” (p. 315).

In our judgement, the book lacks an integrated and
coherent social policy strategy for Cuba today and in
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the future. The chapters describe social policies im-
plemented in the 1990s and at the onset of the 21+
century and analyze their effects, but their recom-
mendations are timid and take the form of very brief
“conclusions,” “reflections,” “challenges,” “dilem-
mas,” or “objectives.” No policy recommendations
are offered in the areas of education, food consump-
tion, housing, and water and sewage, while in other
areas, suggestions can only be read between the lines.

Moreover, the book offers a few sound policy sugges-
tions, but errs in conveying the overall impression
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