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RECENT TRENDS AMD RVENTS IN THE ECONOMY OF CUBA
INTRODUCTION

The 19&5-&9‘five-year pericd as a whole marked the era of greatest
activity in the Cuban economy in the last twenty-five years, Two phase;
are dlstlnqulshable~ one extend1hg from 1945 to 1948, characterised by
the predomlnance of expans:ve forces within the economy of the country, -
(though in the vear 1948 there were unristakable signs of contraction
in certain sectors of domestic production) ard another covering the year
1949, when depressive forees dom.nate the picture,  This last phase was
of short duration, since in the first half of 1950 there was a'slight
recovery which became considerably more marked iq,ﬁhe second half of the
year. . \ ' R ' .

The fact that there was intense economic activity in the years
194549 does'not mean that Cuba's economic development, in the sense of
increased productivity per man empleyed, showed‘the same rate of growth,
Strictly speaking, these were not years of intense economic development,
Judged by events in other Latin American countries or in Cuba itself in
former timeé, Suffice itypo say that i-ports of capital geods did not,
in any post-war year, reach the average volume of the years 1925-29, a
pgriod of maximum expansion of the sugar industry,
- One essential characteristic relating to the growth of the Cubon economy
rather than te its intensity, distineuishes the post-war period from the
years before the depreésion, Up to the 'thirties, the country expanded
in an outward sense, that is to say, the greater part ofrreal capital which
was added to " the countryts assets during those years was directed towards
its export industries. In the post-war period, the opposite was the case:
the country's most important expenditure of-reallcapital was directed
towards those sectors of economic activity dependert on the domestic
market , k
/This does not
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' This does not mean, however, that capital formation in industry, and
cons%qﬁently‘its development, has been more intense in reéent years than
in agriculture; on the contrary, existing information seems to indicate
that agriculture absorbed a growing proportion ¢f the real investments
of the country while the relative profitability of industry declined, this
phenomenon being determined by the events.described below, The rise in
wages tended to increase production costs both in industry and in
agriculture, but while the former was obliged to absort, without pasuing
on te the consumer, a considerable part of the increased costs (becaﬁse
of the intenée cempeti{ion of foreign prodgcts), agriculture, protected
by higher customs tariffs, was not obliged te redu¢e its margins of profit
to the same extuent as industry, A o

The slow pace of economiec development in Cuba during recent years poses
a series of problems which must be clearly defined, aven in the.cases
which may not be completely alucidated in the present survey,

It can confidently be stated that the insufficiency of domestic savings
and the low capacity to import are two of the principal obstacles to an
increased rate of capital formation in several of the latin American
countries, However, this is not the case in Cuba,

In the first place, a combination of factors which do nd need to be discussed in
this survev, cause the country's real ircecme, 'in ralation to s
populablon, tq be among 'thc “dghest in Latin America, Since, moreover,
the social distribution of this inceme is similar to that of other
countries in the emlsphbrg, it may be ccncluded thet the volume of
savings generated by the Quban ecerony - particularly during the cyclical
upswing - and therefore the possibility of increasing the rate of
capital fermation, is sreater in Cuba than in the rereral run of latin
American countrics,

However, a sutstantial propertion of szvinss created within thayﬂuban
economy do not cont ; ¢ towards the country's developmend, because they
are invested abrecad, In contrast to the rost of Latin &merioa, therefore,

Cara's irmediate rroblem does not lic ir the need for increasing the

(ﬂ

volume of savings, tub rather ‘n iirccting tewsrds local productive

v

i

iovested abroad or which

o

investments the savings wnich zre at pre

o

are usad non-preductively witrin the ~oti-val territory,
The sscond roint of diverserce netazen tie Cuban situstion and that of

Jothor latin American
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other Latin American countries lies iﬁ their relative capacity to Import,
The decline in this’capacity, or rath:r, its stagnation undoubtedly
affected Cuba jusﬂ as strongly as it affected othor producers of foodstuffls
and raw materials, VFNevertheless; in contrast to other countries, the level
of the capacity to import is sufficiently high, even at the present time,
to parmit the imports which the level of income may dctwrmine, pay for the
sorvices and still have a substantial ba'ance in current account
On the other hand, this fact should. not be interpreted as a sign that
the country can intensify the rate of capltal formation without
exerting Meavy pressure on gha balance of payrents, In actual fact, the
increased rate of capital formation brings with it an increase in income
and a consequent rise in imports which may well convert the present
surplus into a deficit if adcquate mecasures are not taken in time,

Salient Features of the Cuban Economy in the Post-war Period
Agriculture

The greater usecof machiﬁery is the distinguishing feature of Cuban

agriculture in recent years,- Botween 1945 andVIQSO, the numbsr of
tractors employed in agriculture rose from 1,888 to approximately 7,150
and there was no indication at the end of 1950 that this increase had

lost it's mementum, Such an important factor merits a preliminary analysis
of its probable impact on cortain aspects of the country's economy, and,
in particular, on tﬁe global inéome.

The mgchan*sation of Cuban agriculture was det:mined by the ?aising
of asricultural wages during recent ycars; its objective being to reduce
the costs of production, Whethor these lower costs have resulted in
lower prices for the domeétig or foreign consumer, however, is not known,
Since the force of the impact of meuchanisation on the national 3ncome
depends largely on the price trends of mechanised products, an analysis
should be made of its probable cffccts, first on thez assumpticn that
prices have not changed, and sscondly thet they have been reduced,

In ths second case, agricultural mechanisation produces different
effects according to wheth.ir it rzlates to cxport products - sugar cane -
or to articles produced for the dorestic market, ‘

The sugar market in the United States is subjzect to a rigidQQuota
system, and demand does not respond to a reductlon in the price of Cuban

/sugar. This means
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sugar, This means that g@chanisatibn of‘sugaricane would*onlyvpfoduce

a transfer of inpdme from Cuba to the United States‘or; in other ﬁoﬁds,
its only achievement would be to reduce‘Cuban global income and increase
unemployment . L et '

In the rest of the world market the total demand for sugar does not
vary. If, therefore, Cuban prgducers lower the price of sugar and other -
. producers follow their example, Cuba's glebal income would contract and
unemployment would increase, although to a lesser extent than in(the
case of a drop in the pricé of national sugar designed for the United. .
‘Stetes, The natlonal income would anly rise provided other producérs,
did not reduce their prices ,

The mechanisation of crops produced for the. domestic markbt cffera ,
considerable possibilities for increasing the nationsl income if, in
reducing the price of foodstuffs produced within the country, the import
- prices of these same foodstiffs remain unchanged The simple
displacerent of Jmported foodstuffs by natlonélly prqﬁuced foods would
automatically imply a substantial increase in domestic production,
However, even in this event it is likely that mechanisation would cause

t

certain amount of unemployment of labour, If mechanisation did not

- produce a drop'in the prices of the products involved, the effects of
mechanisation w'uld be the same if it were appliud to products for export
or those designed for domestic consumption, In the’first place, global
incane would not vary, but wauld bsg }edistributed within thé'country as
producers'pprofits rose, and in addition there would be an ingrease in
unemployment of labcuf, There is no doubt that mechanisation of an
export crop would also in this case bring with it an improvement in the
terma of trade., However, the favourable impact of this factor on the
balance of payments might be compensated by an increase in imports derived
from the transfer of wage-eerners? income to a social group with a
higher import co-efficient, that is, producers,

Among the secondary effects of mcehanisation under the conditions
-previously considered, is the diversion of productive factors towards
crops with an increased rclative profitability, or 1n other words, ,
towards those which have been mechanised, .

Industry ‘ f
The most significatit event in the fisld of industrial activity was the
‘ /extension of the



E/CM,12/217/4d4,5
Page 7

extension of the Goverrment policy of customs pr;§ection to those
industries in the country which depend on the domestic merket, The
teriffs for certain articles were so much increased thet they ﬁut an end
to foureign competltlon for certain articles on the domestic market,

Since the tariff reform, at the end of ths twenties, the Govermnmint
had shown no inclination to increase customs dutics for industrial
products, partly because of existing trade agrecments which granted the
menufactures of other countries c:rtain tariff advsntages, and partly
in view of the risk of losing part of the foreien msrket for cortain
domestic products, Since the war, the need to,divirsify domestic
production caused the Government to take measures for its protection,
declaring at one p01nt - although only for a short tlme - a virtual
embargo on 1mports of textiles, ‘

- This policy of pramoting local industry was also linked to the provision
of incentives of another kind to industrialists and tax exemptions on
imports of machinzry and raw materiads, <tc, were established by the
‘Government, ‘

Mining - .

Among the most important events in this branch of production was the
. discovery, in 1946, of new deposits of copper ore, »fter the exhaustion
of the deposits then being worked, The discovery of these new deposits
made it possible to increase production within a short space of time,
a~d it is esti-nted that this increase will continue, until by 1951 it
will reach a level cxcseding that of the pre-war period by 60,0 per cent,

The dsvelopment of peotroleum exploration work is another import-nt
event in the fleld of national mining activities, Aft:r the end of
hostilities, szveral companies cemmenced or intwnsified research designed
to detirmine the existence of petroleum in the country, aver ten million
pesos being invested in these undsrtakings in 1947-48, This exploration
produced negative results and all the componies, with one exception, ceased
operations, The one company which continued drilled a trial well under
the sea in 1950, The results of this drilling ware not altogethor
satisfactory, but the company announced that it would continue its search
and would drill a sccond well at the beginning of 1951,

/The discovery of
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The discovery of potrolsum in sufficiont quantities to meet growing
domestic requirements, would help to solve one of the country's fundamental
problems-, The resourcas of Cuba in this respect ar: so limited that, at
the present stage of development, petroleum is the only one.which offers
any prospects of large scale utilization in the future;

There are ot present three basic sources of energy in Cuba: wood, the
residue of sugar cahe (bagaSse) and petroleum, Hydro~electric_energy
occupies‘a vary éecondary place, representing approximately 2,0 por cent
of the total enurgy consumed in the country, '

It is clear that the economic development of a country cannot be based
on tha first two sources of encrgy memtioned; and .ven as secondary sources,
both have very limited possibilitius of expansion in Cuba, The
indiscriminate forest ciearance during the first thirty years of this
century and its continu~tior, slthough at a mors modecrate rate, during
the following deeades, caused 2 heavy reduction in forust reserves, these
neing limited to the most inaccessible regions of the republic, The
maintenance of chnrcoal pfoduction at its present levels has only been
achieved ~t a rising cost, since this type of fucl tends to become

relatively more cxpensive than others, Bagasse offers no more fa¥urable’
prospects; the available quantity of this product bears direct relation

to the quantity of suger produced in the country, and thorefore the
cnergy which can be produced by this fuel is comprratively limited,
Moreover, ths energy roquirements of the sugar industry itself leave
only a small portion of bngasse available to provide encrgy for other
branches of nstional activity,

The country's hydro-clectric potential is in thce opinion of experts
very small, since the maximum production which could bu attained by the
country is. only 300,0 million kilowatt hours, Cuba's poténtial is, in
absolute terms, lower than that of any othcr Latin Am&rican countfy, with
the exception of the Dominican Republic, In per capita terms it is the
lowsst in Intin Amaric=, ' |

State Activity

Thz nbsence of organisations for the fostering of economic development has

wp to the resat time been a serious obstacle to government intervention in
/problems of nationel
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probl:ms of nﬂtional coneern, ‘The limit~tion of the menns available to
the authorities is evidenced by the fact thet until the post-war years,
Cuba had no official institution in charge of det:zrmining the monetary
policy. The state of affairs undoubtedly contriﬁuted to increose
the vulncrubiliﬁy of the country's cconomy to the action of depressive or
infl~tionary forces\orlgln"ting 2bro=d, '

During the last decade, the first symptoms may be observed of 2 change
in policy with thz object of e¢ncouraging co tain/aspects‘of the nntional
economic 1ife proviously lacking incentives or.suitable directives, During
these years, the Government took measures-which would in the future permit
more effective gcvérnmcnt action on domestic cconomie mrtters, Among the
institutions crertcd in the last few yesrs-ore: a) La Junta Nacional de
Economfa (National Sconomic Council) an adaptation of the institution
crected in 1943 as a war emergency measure, This is a consultative
institution, one of its aims buing' ", , , to direct national cconomy
in thc paths of development and diversificotion" and to determine
"the possibilitics of crerting now sources of production, trade or
employment " b) The Comisidn de Fomento Nacidnél (NationaliDewelomment
‘Commission) another official institution designed to influ.nce the
country's economic dsvelopment, which handles the planning and
assignment of public works, c¢) Thc Banco Central (Centrrl ‘Bank), who se
functions are similrr to thosc of oth:r orgsnisations of this type which
exist in various Latin Am.rican countrics, ~nd whose main objecctives, as
defined by the law, ~re to give greater olasticiﬁy to th: credit structurc
of the country and greant.r sccurity to depositors; to lussenr domestic
monetary disturbsnces cruscd by lerge surpluscs in the balance of
payments, and to maintain the stability of the exchangc rate, The
creation of the Bank brought ~bout 2 partisl reform of the monotary
system, which lay in ¢liminating the«dual system of circul~tion in force
until then and in the transfer to the newly created institution of
exclusive power to issuc currcncy, d) The Banco de Fomento Agricola e
Industrial (Bank of Agricultural :ind Industrial D. vvlopment) which is
described in detail clse ewhere in this report, ,

Two important events regarding fiscal policy occurred towards the ond
of the period under revicw, One of these was the effective operation of

/a tax on



E/CN,12/217/A4d ;5

Pade 10

a tax on personal income, ~nd the othcr wes 'the organiz~tien of the first
volnntary jinternal. lo.n, which’ was designed to finance public works and
the founding of the Banco de Fomento Agrfcola e Industrial, )

At the beginning of the wnr, the Government 1ntroduced the socond
import~nt direct tax in tho country - the tax on personal revenué Howcver,
since the methods of »pplying the law wore not adjusted from’ ‘the beginning,
State receipts from this tax uer; negligible, only reaching in ‘the
- maximum year (1947) 3.4 million pesos, that 1is, less than. 1,0 per cent
of tot=1l fiscsl receipts, In 1950, an improvement in the administr”tion
of this tax produced a substﬁntial increase in the amounts collected,

These wora over 20,0 mi1lion pescs, in splte of thu totnl income for that
-yenr being less than in 1947,

During the first hzalf c°ntury of the republic ] oxist°nce the
Government financed its uxpensas by means of tax@s, mainly indirect, and
foreign creditd, 1/ Thesc werc never financed‘by means of domestic loens,
At the end of 1949, the Goverrment for the first time resorted to this
l~tter procedure, 1ntroducing a law which aﬁthérised A Bond issue for

K]

120,0 miliion pesbs at 4,0 per cent interest per z2nnum, with an ‘
amortization pcriogd of thirty ycars,. To begin with, in 1950, 45,0
millicn pesos worth of bonds were placed, the réﬁaining 75.0 million
pesos being left for placing -t a latcr dete, Of the funds cbtained,‘
10,0 million were used tc pay the ocutstanding debt to the Exportéimport
Bank, end the ramainder to crante the Banco de Fomunto Agriccls e
Industrial and to corry out public works, |

This loan has, to some extent, a greater significance in Cuba than
a similar step would have in other Latin Amecrican countrics, “because in
this case the 1ssuc of bonds off.rs an exampls of the type of incentive
which may be necessary in order to induce the public to invest its savings
within thc country and not abroad,

_/ When there ware budget deficits, these were mct by the accumulation
of unpaid accounts or by issuce of money, Thi:se two methods of
finance prrticularly the scecond, were nct very importnnt
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CHAPTER I FOREIGN TRADE ,

The valuc of :xports at currcnt priccs inereased sharply ~ftor 1945,
and two veors latsr renched a raxirum for the 19&64%0 p-riod, A slight
drop cccurrcd in 1948, fcllowed by 2 shoarp.r one in 1949, In the first
half cof 1950, there was nn almost imperceptible improvement (8,2 millicn
pesos) in rolaticn tc the value of cxports in the first helf of the
preceding y:ar; a grettor inereasc accurred In the second half of 1950,
bringing the total value of oxperts to 642,0 millien pésos, Frcm the
incerplete dates mublished, it may be Inferred that the increoase of
exports to th: United Stotes in the seccﬁd he1f of 1950 was ccnsidorably
lew:r thzn thet of exports tc Europe,

The valus caleculatod at constont priccs varicd in o manncr siniler
to th~t described above, but with 2 year's delay, since in the latter
instance th. ris: began in 1946, and did nct roach its moximum until
1948, Aftor 1949 the moverent of the valuo at constant pricas coinclded -
with thot of the valuc -t currcnt prices (sce Table 1),

Table 1. . Cubr:  Valuc of Exports at Current Pricus and at Constant
~ 1937 Pricest1945~1950 Period

Ye~rs Current prices  Annunl Variatien Constant Prices Annuzl Variation

1945 : 409.9 S 272,6

1946 475 .9 ¢ 18,1 - - 265,4 - 2,6
1947 T4L6,6 - 4 56,9 322.8 $21.6
1948 709.9 o= L9 . 341.6 ¢+ 5.8
1949 578,3 * = 18,6 . 286,86 -16,1
1950 6&2 0 4+ 11.1 - 3114 a/ f 8,6

Sources: Anusric del Com relc Exterisr de Cubﬁ and Ponthly Bulletin of
Stotistics, Statistical Office of the United Mati:ins, ,

2/ Prcvisi nal fieurc,

In spite ¢f the fluctuaticns shown above, th: average annual value of
exports 2t constant prices during the 1946-1950 p:uriod, excecded thet for
the 1935-39 p:fiod by 168,6 p.r cent, the divergence bciﬁg eaven greater
(31%,2 p.r cent) if thc comparisen is made con the basis of the valuc 2t
currznt prices, : K!ahl%gﬁu
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Tabl: 2, Cuba:  Per Capita Value of Exports at Current and Constant
‘ 1937 Prices at the Dates Indicated
1935 - 39 1945 - 1946 = 50
Annual Avcrage Annual Average
Currzant value 35,12 83,27 122,81
Constant wvalue 40,59 55,36 99.51

Sources: Anurrios decl Com.rcio Exterior de Cubaj Monthily Bulletin of
Statistics of the United Nationas; Caracteristicas Fundamentales
de la Zconomia Cubana, by Juliin Allenes, Hakbana 1950, Table 16
and Page 66, for population,

If chanpes in exports are calculated on a2 p:r capita basis, the
average ~nnurl value, at current prices, during the 1946-50 period
exceeded thot for 1945 and the 1935-39 period by 47.5 and 249.,7 per cent
respectively, while th: value »t constant prices did so by 7.5 and 46,6
per cent (see Tohla 2),

The increase in the tot~l guantum of exports was derived from the
increcased volums of cxports of only two of its components: syrups and sugtr,
T=ble 3 shows th~t the quantum corresponding to tot~1l exports rose by
73,4 pr cent betweon 1945 and 1948 and th-t for syrups and sugar by
ﬁa.h'p<r cent duiing thc s~me period, although both dropped in 1946 to a
lowsar level than th~t of the bese roerr, The léh? contrnction was followed
in 1950 by 2 new incrcasc in cxports both of syrups And sugar, Table 3 '
shows the¢ degree. of this recov.ry,

Table 3, Cub~: Ounntum of cxports of the Products Indicated
Base 1945 = 100 ’
1946 - 1947 1948 1949 1950 a/

Sugar - 99.2 143,0 158,4 133.2 141,.6 .
Tobaceco - 108,8. 63,6 72 .8. 54,5 53 .4 .
Alcohol 81,9 83,9 39.2. 11,0 5.0 .
"Syrups 87.0 168,5 173.4. 182,2 321.,9 .

© Minsrals . T1.4 56,9 55.7. 49,6 107,0 .
Sundries 98,3 53.8 VAR: Ly 4 .o
Totnl 97.9 12702 . 137u7 11537 12507

Source: Besic d-ta from the Anusrios de Comercio Exterior,

2/ Provisional figures,

Noto: The indices appearing in the table, 25 well 's »11 othors in the
section on foreign trade, were calculatcd on the basis of 1937
prices, Later the base yeor was changed to 1945,

/The factors
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The factors det-rmining the incrsase in suzor exports during the
1946-50 poriod differ from these prevailing in former tbnes: Throughout
the P riod sxtending from the beginning of the century until the
twentizs, tho rise in sug-r .xports was cnus:d by the increase in world
demond - st times only thet cof the United St-tzs - by production costs in
Cubn brine reduced reol-tivily more than those cf other countries or by
Cuba cbtriring tariff advantoges which plrcad it in a better compstitive
position vis-a-vis -othor producers. )

During the iast five years norgof the factors mentioned above bore any
apprecinble irfluencs om the velume of sugar cxperts, 1/ The expansicn
during the 1946-50 poricd was motivated by the chonge in direction of
United States demand and thot of certain European countries, This
ch~nge in dircction was conditioned by the producticn level cf ccuntrics
which, befcre the war, met 21l or part of their domestic merket
requircements frem their cwn producticon, or which had substantial

exportable surpluscs, as in the cnse of the Philippines or Indonesia,

1/ The por capita demand for sugar in the Unitzd States dropped betweem
the perinds 1935=-39 and 1946-50, as will be shown below, Acccrding
to voricus survsys, the price elasticity of the demsnd fer this
product is lew, the inecme elasticity being considerably higher
(sce C-racteristicns Fundamentales de 1= iconomia Cubana, Chapter
XV, by Julian Aliencs, Havana 1950), Betwcen the first pericd

‘mentioncd and the secend, the retail price of sugar in the

United States rosc 2t approxdmetely the same rote as prices of other
ford products, whilo the re~l incomc p r capit~ in 1946-50 was °
gr>ater then during the 1935-39 peried, It was only tc be cxpeeted,
in accordonce with the chariges -xperisnced by both variables (prices
of suerr and inceme), that per copita c-nsumptizcn of sugrr in the
prst-war poriced weuld cxceed that «f the pre-wor p:ricd; nevertheless,
according to existing dsta, this was n-t the case, since cn the
crntrary por capits consumption was lower thon tht of the years
bufere the war, This is unmistkoble ovidence of the downward trend
%aken by thi curve of demrnd, Even thcough the increasc in
populati~n cffset to 2 courtain cxtent the drop in per cnpita
censumption, the rise in totel demand was not sufficicntly large,

of its<lf, to justify such 2 sharp rise in Cuban exports of sufer

to the United Stat:os, As regards Burcpe. (the other impertont

mrrkat for sugar), the drop in real income in relation to the
pre=war pericd, brrught ab-ut 2 leower demend for sugar,:

/This point is
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This,pcint is illustratcd by the cours: of Cuban sugar experts to the
United States, When the Philippinés withdrew fr-m the sugar market at the
beginning of the war} the United Statcs was cbliged to find another
scurce cf‘supply'in order tc kecp the consumption of sugar at an
absclute level comporablc with thot of the pre-war pericd, Consequently
United‘Stéteg demnnd was displaccd towards Cuba; and the latter's wvclume

" of cxperts varicd in proportion to the deficit existing botween United
Stat:s demand and thc total smeunt of sugar of fered by the traditional
supplicrs ~f the Umited States (continertal produccré, Pucrto Rico, Hawaii
~nd the Philippin=s), Part of the United Stetes demand for Cuban sugar
camz to be 2 resiﬁuélAdcmnnd événtﬁally dctorminad by -the volume f
supply from other reglons, 1/ The Unitcd States Cuota law, re-introduced
in 1948, iegnlised(tﬁis de factc situstion by fixing'a basic qurta fer
Cuba, which could bz inerensed tr the extent thrt thq'other pr-duc:rs
friled tc cover theirs, As regards Eur-pe, Cubin sugnr and its increased
v>lume ~f <xp-ris représéntedAa tempéraﬁy substitute for naticnal ~r
frreign s-urces - f supply focr that regien, o

The drep in the exporis of syrups »nd suger in the yoar 1946 took
place independéntly of thz varicticns in the werld markst for these
products, Abn rmal wsather conditions were rcspénsible fer 2 drep in
prfductinn, and c-nszquently of exports, qubcth,brcducts in that ysar,

In contrast to events affspting syrups and sugar, the quantum of
cther items - tobaCCP, 2lechel, minerals 2nd sundries - dropped after
1945, The indices corrOSponding t¢ tobacco ond minerals were the nnly
ones to cxecezd in a postewar year, the figure for the base.year.

The group cemposed of aleohsl and its by-products shéwéd a greater
decline bhan others, the drop in the volume of exports of alechol itself

 being partiéulably sharp, This prcduct was nct Oﬁly affected by the
centraction ip demqnd - which had risen to abncrmal levels - but also
by the ccmp?titicn f;»n;h;r countries cf synthatic alcohvlé, whose
prcducticn inereased rapidly in the lQhO-&f‘Perifd. According to private
infrrmation, the Cuban pr-duct is encuntering gfawing difficulties in

-~

1/ United States demand had nc influcnce for the reasons previ-usly given,
Domestie conditions f preducticn were nst a limiting freter for
experts since even at the level ~f activity ~f the period 1946-50,
there was partial unemployment -f lab-ur, Recent expericnce indic-tes
th~t -nly ~t a much higher level of producti-n wouldthe Cuban supply

cf sugar beceme inclastic, /c-mpeting in
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competing in price with alcohol axtracted from substances other than
svrups, For these reasons,.the quantum of alcohol dropped from 83;9 per
cent in 1947, to 39,2 per cent in 1948 and even further in the next5two
years, ' ' . |

Exports of tobacco and 1ts manufactured products ceased temporarily
to decline during the war years, but by 1947 there was again-a drop in
the volnme of exports of the dlfferent products in this group, and '
particularly processed tobacco, Several countries adopted measures )
against the import of Cuban tobacco and determined to eliminate imports :
which they considered to be lukuriés, or to reduce purchases payable in
sgarce currencies, which helped to make the contractiom more acute,

In 1949, however, the first effects may be noted on tobacco excotts
of the relaxing of exchange and other controls introduced by several
fZuropean countries, though the increasc in shipmcnts of tobacco of all
kinds to several European countries and of leaf tobacco to the United
States, was not suffic¢ient to offset the =ffect of the drop in exports
to Spain, (the most important Europcan market for this Cuban product),
The drawing up of a trade and payments agreement betwecn the two
countries in 1950 1/ improved the position of tobacco in that market,

The quantum of mineral exports dropped after 1945, and in the four
years following did not rcach the average level of the war yemrs, In
this'case, as in that of slecohol, the drop in forcign demand for Cuban
minerals brought about a rzduction of exports, although another ‘
contributing factor was the total or partial cxhaustion in Cuba of -
certain mangan:se and chrome deposits, In 1950, the military situation
in Korea caused an increase ‘in foreign demand for minsrals, particularly
copper, and the quantum of exports rose abowe the 1945 levels, The drop
in the quantum corrcsponding to the group of "sundries" took place in
spite of the incrcase in the physical volume of exports of lesser
agricultural products - tomrtocs, pineapples, ctc, etc, However,
exports of several articles - caramels, pharmaceutical products, hennequen
rope, etc, - for which thore was a markot abroad up to 1945, began to

1/ According to this troaty, Spain undertook to assign half of the
foreign exchange obtained from Cuba, through exports, to the paym’nt
of tobaceo imports.

/decline rapidly
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decline rapidly as soon as the war ended, The majority of these products
were not exported before the war and can only be sold outside the country
in abnormel circumstances,

Though exports of ugricultural products rose in post-war years they
never equslled in any ye~r of that period, the average for the pre-war
period, Several factors prevented these products fram attaining an
export volume compafable to that of the 1935-39 period, among them being:
1) intensification of tomato growing in Mexico, and increased exports by
tht country to the United Stot=s , with the consequent displacement 6f
Cub~n tomatoes from that mﬂrkpt 2) the reduction of exportable surpluses

'of bananas, due to the rise in domestic consumption and the drop in
‘national production; and 3) the contraction in the margin of profit

of Cubsn truck-gardeners when production costs in Cuba rose higher than
prices on the United Stotes morket,

Composition of Exports at Constant Prices

The structure of.Cubsn exports since the war'éiffered_considerably
from th~t which existed in the yerr 1943 (when the distortion of'foteign
trode as a result of the war was most acute), On the other hahd therc
wig 2 greater similarity, particulerly in the last two years of the
five~yenr poriod under review, with the typical structurc of the yenurs
before the war, This does not mean thot the relstive share of the
different items in thec total value of exports at constant prices remained
unchanged,

Table 4, Cubas Rel-tive Share of the Groups Indiczted in the Total
Value of uxports at Constant 1937 Prices

1935 - 1939 1946 - 1949
: . Annual Average

Sugar - ‘ 69.3 78,6
Syrups . 80 3.2
Tobrcco ‘8,5 6.0
Alcohol 0,8 3.3
Minsrals 3.0 1.7
Sundries ) 10,4 TR

Source: Besic data from the Anuarios de Com.rcio Axterior,

T~ble 4 shows th~t thc¢ av:orrge individu~l contribution of' two groups
(th~t of sug~r and th-t of alcohol, agurrdientc and rum < in spite of the
continuous reductlon in the ocuantum of exports for the lattﬂr group since
ths war) was high:r in the lost poriod under revicw than during the

/1935-39 period,
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1935-39 period, The average figure in the table conce;ls certain annual
changes of some consequence, Thus, the contribution of sugar, which in
1946 was lower than the pre-war average, rose continuously until it
reached 83,8 per cent of the total in 19A9; This percentage compafes
favourably with the percentage for this product in the years before the
depression of the thirties,

The relative sharc of the other four groups of exports in the total
declined, This reduction was particularly heavy in the case of tobacco,
this being the only item which cantinued to lose ground at the end cf the
period under review, ’ .

Analysing the figurcs in the preceding table as a whole, it may be
concluded that the concentratiocn of Cuban cxport trade on a few articles
incrzased in the last decade and that the prodeminance of sugar during
the years 1946-50 was just as great as during thé twenties,

Prices of Exports ,
\ Of the six indices in Tabl: 5, four rosz up to 1947 and two (syrups
and mincrals) reached their maximum a vear later, With the exception of

tobacco and sugar, the year 1949 showsd a subsequent drop in the price

index of the remaining groups,

Table 5, Cubas Indices of Export Prices of thc Groups Indicated
Base 1945 = 10C
194 1947 1948 1949
Sugar 122,44 1645 1426 143.2
Tobacco 103,71 08,1 89,2 107.8
Alcohol - 135,1 14 b 125,3 4.3
Syr‘upS 99»8 . 99,8 13?‘5 h5 06
Minerals T 102,0 11,9 11%.8 100 .4
Sundries - o119.,2 153,8 138,21 134,1

Seurcce:  Basie data from the Anuardos de Camereio Sxterior,

Thz price index of sugar showed tho greatest inercasc, the 1947
figure excecding that for 1945 by 64,5 per cent, The slight recovery
of 1949 took place when the price of raw sugar increased, ¢ven though
that of rofined sugar foll slightly,

The rise in vrices of alcohol and its by-products followed that of
sugar in intersity, though during th: first three post-war years there
was a drop iq torcign demand for the products included within ths group,
According to certain private sources, the price incrcase was due to the'

) /high domestic
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high domestic price of syrups,

The 1ifting of price'cohtrols‘in the United States allow:d Cuban
minerals to reach highor prices in the first few postewar ycars than in
1945, Table 5 shows that the index rosc by 15,8 p<r cent within three
yzars, dropping to a post-war minimum in 1949, Although the downward
trend continusd during the first half of 1950 -~ the index reached 81,8
per cent in the first five months - it ceased during the second half of

the vsar, . |
‘ The tob~eco eroup was characterisad by the slow rise in its price
index; the 1947 level excoeded thut for 19L§ by only 8,1 per cent, This
moderate rise in the index wes partly duc to the greater relative
importance within thce group acquired by poorer quality products, the
prices of which were naturally lower,
Composition of Exports ot Currcnt Prices

Table 6 shows that thusc sams two groups ~ sug:sr and alcohol - which
in r:lation to the 1935-39 period increased their share in the value of
exports at constant p{ices, also did so in thc value at current prices,

The alcochol group showed thu greatest increase, its relative weight
rising from 0,9 per cent in 1935-39 to 6,5 per cent in the post-wer
pcr1od The variation in physical volumu had little influence &én this ‘
change in comparisrn with thot cf the prices of the products included
in this group,

The predominant influecnce of sugar on Cuban exports as a whole was
accentuated during 1946-50, its participation in the total rising from
70,7 to 79 .per cent, duc tc the simultancous trend of priccs and gquantum,
although the latter had less influcnce on results,

Table 6, Cuba: Relrtive Share of ths Groups Indicated in the Total
Value ot Uurrent axport Prices

Percentzges :,
1935 - 1939 1946 - 1949
Annual Averagc
Sugar ‘ 70,7 79.0
Syrups 8,2 3,9
Tobaeco 9.7 2,0
Alcohol ‘ ) 0.9 6,5
Minerals : : 2,7 1,3
Sundries 7.8 7.3

Source: Basic data from the Anuarios de Comarcio EXterior.‘

‘ /The share of
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The share of tobacee in total Cuban cxports declined frem 9,7 per cent
to 2,0 per cent falling frcm seecnd to fourth place in ord:r of
importance, The psreentage attributable to. syrups, minerals and sundries
also dropped,

Evclution of Imports o ‘ A

The quantum of imports rehched the highest post-war figure in 1947}
declining slightly in 1948 and 1945, increasing once more in 1950,
(according to incomplcete data available) reaching almost the same lovel
as in the maximum post-war ycar, In the lowest year after the war the
quantum cof imports excueded that for 1945 by 10.4 per cent, and in the
highest by 67 per c¢ont, The annual avpragé,qf imports for the years
1945-49 exceeded that for 1935-39 by 71.4 per cent,

Two facters played a deeisive part in determining the inerease in the

uzantum of impcrté in the yesrs indicated: the demand which had
accumulated durihg the war, the effects of which wére §robab1y exhausted
by 1948, and the high level of income in the country, which was maintained
throushout the period, ' '

+ The quantum of imports and the capacity to imnort, moved along parallel
lines during all these years, but the rise in quantum was sharper and
the drop in capacity less acuﬁe, (See Table 7), This table also shows
considerable disparity between the level of the capacity to import and that
of the quantum of imports, the datter being considerably.lower than the
capacity to impoft. This anomally is partly due to the base selected
for making the calculation, and partly to the fact that the accwrulation
of .foreign exchaﬂge during the:war allowed substantially higher imports
to be made after 'the war than is indicated by‘the'capacity to import
for these years, It should be indicated that in 1945 the capacity
to import exceedéd the -physical volume of iméorts by 18,8 per cent,
both variables being calculated on the basis of 1937,

Table 7. Cuba: Quantum of Imports and Capacity to Import
Base: 1945 = 100

Years - Quantum : / . Capacity to import
1946 ‘ 110,4 | 101,2
1947 167,0 139.8
1948 153,2 ’ 121.9
1949 | | 11,2 . | 1052

Source; Basic data of the Anuarios de Comercio Ixterior,

/During the
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During the 1946-50 period tﬁe terms of trade had little influence in
determining the increass in the capaciﬁy to import, since tﬁrbughout the
five-vear period they warisd between a maximum of 118,1 per cent in 1947 }/
and a minimum of 97,3 por cent in 1948, as can be seen from'Table 8, Thé

decisive factor was, therofore, the increass in the quantum of exports,

’

Tabls 8, Cubas Price Indiccs of Imports and Exports, and Terms of
Trads g g ;

Bage: 1945 = 100

Years ' Zmrorts , bxports. - ~ Terms of trade
1946 . - 1139 ' 103 1047
1947 130,2 153.8 18,1
1948 42,1 o 138,2 7743
949 i33,% 134.1 100,1
1530

Scurce: Basic data from the Anuarios de Come

2 s k,e”ior
The daifferent itcems included under the beading of imports with a few

cxeeptions, oxcseded during the whole ol the bebt~wnp pcriod the figure
correspeading to 1945 and by an ewen wider margin, the average figure for
the 1535=39 porlad,
Téblgiz. Jehas Valus at Constant Prices of Imnorts of the Groups of
Froducts Indicated

1535-39 1045 . 1043 1947 1948 1949

Annual Average :
Foodstuffs 28,0. . 38,8 31,6 54,5 44,2 50,4
Textiles 20 5 19,1 26,5 31,9 31,3 27.2
Capit&l .,vcc“ds “-‘~ no lz&ne 2200 Mnl ‘14'3.7 31‘05
Chemical products 7,9 7.0 12,8 19,9 18,6 17.3
Fuels 7.7 i, 12,8 13,8 14,6 35,7
Faper 5.2 5,8 8,6 5.h 7.0 6,0
Metals 3,1 3,8 £.5 1.0 8,2 5.0
Timker 2 ik 1.7 1,8 3,2 3,7. 3.2
Glass 2,3 2.3 34 5.7 5.6 4,1
Leather 2,7 2,3 1.9 .. 2.5 2,7 2,1

Source: Basic da a from the Anuarios de Comercic ixierior,

Nete: The different headings have been placed in erder of relatiwve
importance within. the total for the 1935-39 veried,

The preceding table shows that the items which lucrezzed most were

those the supply of whickh wog mest restricted during the war, when domestic

1/ Only in thie recr wore 200 fowns of trade more favourable to Cuba
than <n 20237 f

ropdue ion could
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prnducfion could not cover the gap produced by the reduction in imports,
Capital goods (particularly«nonareproductive ones) are included in this
category, as well as metals such as tinplate and its manufactures, -The
demand for these artidles tends to increase more rapidly than that for
other consumer goods when the level of income rises, as occurred in Cuba
during the post-war period, or when the rate of capital formation is
intensified, I:.will later be seen that, judging by the import figures,
the increase in capital formation had a lesser influence on the increase
in imports of durable goods than the other factors indicated,

Beaides the two headings menticned above (capital goods, metals and
their manufactures), the value at constant prices of imports of timber
and its manufactured products, glass, crystal and the corresponding
manufactured articles, rose te much higher levels than those for the
base year, A comparison of the gquantum imports of these groups in the
1946-49 period with those for 1935;39 shows that, with the exception of
t{mber,‘the pést-waﬁ valué'eonsiderably exceeded that of the pre-war
years, e ‘ ) L ,

Textiles oécupied an intermediate position, as regardé the amount of the
increase in the value of‘imports, According to the table, this increase
reached a post-war maximum in 1947, falling slightly in 1948 and 1949,
The rise in the lasﬁ few years does not appear very impressive, however,
if the level of imports during the pre-war period is taken into account,

The items which showed the léést inc:caée within the total volume were .
foodstuffs, chemiral products, fuels, paper and leather, and their
manufactures, It should be nofed,-however, that imports of chemical
products in the base year were only 1l4 per cent greater than in the
1935-39 period, S

As has been shown, foodstuffs, textiles, paper, timber and leather -
including the correspdnding manufactured goods - were the items which
exceeded the average value for the 1935-29 period by the lewest margin,
The.rise in damestic production of the articles included in thqse.five
headings contributed towards the relatively slight rise in the volume
of imports, Although no data exists to justify a categoric statement -
that the share of dom:stic industry and agriculture in the total
consumption of the articles includcd in the above groups has been
greater since the war than in the years l935-39,‘the changes in tﬁe_

' /value of imports '
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value of imports of these items ~ togthet with other less reliable
indications ~ help to subétantiate such a criterion, with only a small
margin for error, |
It is very probable, however, that the share of domestic production

in the total consumption of the articles indicated in the preceding
parégraph,‘was lower in the years 1946-49 than during the war, when the
supply of foreign foodstuffs and manufactured goods was considerably
reduced, . ' : o

' Because capital goods occupied an impcrtant place in total imports
it is interesting to study the changes which took place in the various

products under this heading,

Table 10, Cuba: Value at Constant Prices of Imports of the
Sub~groups Tndicated , ‘
1935-39 1945 1946 1947 1948 1949

Annual Average

Non-reproductive capital goods 5.2 1,7 6.9 17,7 18,6 13,8
reproductive capital goods 8,7 13,0 15,2 26,4 25,1 20,6
1, Building materials 1,0 2,8 2,2- 3,4, 2,8 2,8
2, Other materials a/ 3.9 6,5 6,1 9,7 10,2 8,7
%3, Industrial machinery and \ A
equipment 1,1 1,5 1,9 3.6 4,2 2.9
L Agricultural machinery and '
equipment 1,6 . 1,6 2,1 4,1 3,1 4,0
5. Transport materials 1,1 0,6 2,9 5,6 4,8 2,2

Source: -Basic data from the Anuarios de Comercio &xterlor
a/ Including pipes, wires, etc,

The preceding table shows that imports of non-reproductive capital
goods rose with greater intensity than those of reproductive capital

goods in general or of its componentS'in particular In fact, the
value of the unreproductive goods increased fourfold. between 1945 and
1946 and continued to rise, reaching in 1948 a value exceedlng the
average for the 1935-39 peribd'by’257;7 perkcent. In 1949, the value
at constant prices of imports of non-reproductive capital goods, fell
sharply although remaining above the corresponding value for 1945 and
even for the: 1935—39 period, .7

Up to 1948, 'the increase in imports of these. gooda reIlects to a
certain extent the effects of the accumulated demand of the previous
years, In view of this, imports in 19&9 may be said to reflect the volume
of current demand for non-reproductive capital goods 1In relation te

’ S /Cuba's level of
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Cuba's level of income,
The rise in imports of building materials was the greatest w1th1n the
group of reproductive capital goods, since 1945, Variations in the index
reflect along general lines fluctuations in the demand for trucks, since
this tvpe of vehicle is the most important item in this sub-group, :

Agricultural machinery followsd transport waterials as regards rate of
increase in imports, The value of "imported machinery and equlmnent
rosz from 1,6 million pesos in 1945 to 4.1 million pesos in 1947, falling
in 1948 and recovering again the following ycar, when it reached 4,0
million pesos - that is 250 per cent over the year 1945, On comparing
imports for the last few years with those of the pre-war period, it is
seen that this sub-group, with tractors as the principal item, shows
one of thea least important increases, The index of agricultural -

'machinery probably under-estimates the increase in imports due to the
inaccuracy of Cuban foreign trade statistics for the products included
in this group, In support of this statement, the figures for exports
of tractors from the United States to Cuba are given elsewhere in this
survey, and thHese appear to indicate’a sharper increase than that shown
by the index.l A :

The value of imports of industrial machinery and equipment - with .
machinery for Eugar factories predominating 4:rose without interruption
until 1948 and fell in 1949, The rise of this sub;group was
fundamentally'aue to greater purchases of machinery for the sugar
industry, and ﬁheée in turn were determined by the replacement
requirements of this industry; .

In no post-war year did the value of imports of building materials
exceed that for 1945 by more than 19,0 per cent, The value of 1mports
in that vear was, howevsr, more than twice as great as during the
1935-39 period, so that the averape valus for the 1946-49 perlod exceeded
that for the pre-war period by a wide margin, This took place in spite

of the increase in domestic production,
The strong demand for these materials arose, in the years aftsr the

war, from the private construction industry, since in Cuba, just as

in othur lLatin Ameriecan countries, several factors combined to channel

an appreciable part of the sav1ngs effbcted during and after the war -

towards investment in the constructlon of dwellings, The condltlons

which encouraged building in Cuba did not vary greatly between 1946-49
/and the volume
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and the voluﬁe of savings in the building industry remained much higher

than‘in the pre-war years, Thus imports of construction materials were

maintained at the same leyel, ' .
. Imports of other materials in the postewar poriod showed the smallest
increase, both in relation to 1945 and to the pre~war period,

Comp051tion of Imports

Three changes of some importance mag be observed in the composition of
imports st constant prices: 1) the decline in the relative importance of
the group composed of foodstuffs, bevérages and tobacco; 2) increased
share of capital goods in the total valuej and 3) the decline in the
percentage_of‘lotal value represented by textiles, paper, timber and
leather, and their corresponding manufactuked products, (See Table 11),

Table 11, Cuba: Relative Share 'of the Groups of Imports Indicated
in the Total Value at Constant 1937 Priﬁes

Fercentages,

v

- Anmnual Average

1935 -39 1946 ~ 49

Foodstuffs ' 24,6 ° 21,8
Textiles ~ 18,2 14,1
Cavital goods 13,1 17,5
Chamical products 7.0 8.3
Fuels o 6.8 6.8
Paper 3.7 N 3.0
Metals 2.7 3.1
Timber -2.1 1.4
Gloss - 2,0 2.3
< Leather 1.9 1.1
Others ~ 17,9 20,6

Source: Basic data from the inuarios de¢ Comeréio Extcrior,

Notwithstanding the rclative drop in imports of foodstuffs, these
have sincu the war rctained their dominant position amongst imports as
a whole, They were followed in order of importance by imports of capital

. Boods, which succeeded in displacing textiles from the position they
had occupicd almost w1tbout interruption sincc the beginning of the
century, :

This fact was significant; as well as the chenee in th. textile item
itself, in which there was an increase in the section corresponding to
raw materials and - a declinc in clotﬁing and othor manufactures,

Table 11 shows lesser varistions ir the structure of Cuban imports,
such ns the reduction in the percentage corre :sponding to leather and its

manufactures, fuels and glass, :
, /The changes in '
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The changes in the struu&ura of 1mports at current prices were somewhat
different from those described above, In this case the share of
foodstuffs rose from 23.6 o' 27.9 per cent of the total; this increase
took place as a result of the rise in the prices of foodstuffs, This
group togethar with that of thxilles constituted 42,9 per cent of thc
value of imports comparecd with 43,3 per cent before the war, 7

The group comprising capitzl socds increased its contribution to the
total from 13,0 per cent to 15,7 per cent, while the share of the
remaining groups mentioned in the precéding table was reduced,

The $igures for Cuban imports in the 1946-50 period clearly indicate
.that between the pre-war and post-war periods the economic structure
of the country did not undergo any bosic chanse, Moreover, the
ingrease in global income was due, to the changes which took place in
the structure of the Cuban import trade more than to any other factor,

The present composition of imports also indicates that a large
portion of these imports are not strictly esscntial to the development
of the country and that moreover they ecould be substituted by domestic
production within a relatively short period of time, It would be
interésting to analyse this problem in relétion to the country's
plans for industrial and agriculbtural development,
Prices of Imports

The price indices of four items (paper, metal, glass and leather)
reacﬁed their highest level in 1947, while the items of foodstuffs,
textilss, capitgl goods, chemical products and fuels reached a maximum
in the following year; only the prices of timber and its manufacturcs
reached theyhighest»postwwar figure in 1946, The indices in the table,
without exception, remained throughout the 1946-L9 period 2t a higher
“level than in the pre-war pceriod, the rise which they experienced
varying in relation to the 1935-39 avarage between a peak of 263
per cont for foodstuffs in 1948, and a low point of 48 per cent for
leather and its manuf~ctures in that same year,

/Table 12,
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Table 12, Cuba: Indiczs of Import~?ri:es fét:thgaGroups Indicated’
- Base: 1945 = 160

| . 193539 1946 - 1947 1948 1949

Foodstuffs - 9 17 le2 178 137 .

Textiles . : 52 . 106 130 117 105
Capital goods o 65 . 110 128 | 14 143 !
Chemical products @ 88 - 132 d28 129 . 139 :
Pucls . 84 _ 116 153 200 156

Paper 5, 104 161 140 130 -
Metals 77 101 158 k2 . 158

Timber o Li . 108 97 95 93

Glass 65 106, - 121 118 2
Leather B8l 127 128 90 0. - .

-

Source: . Basic data from the Abuarios de Comercio Exteorior,

The most important rise since 1945 corresponded to the price index
of fuels, followed by that of foodstuffs and again by that of paper,
‘Fuels in 1948 showed an increase of 100 per cent over 1945, The ’
opposite extreme shows ths indlces for timber, glass and leather, the
max1mum level of which, in r lation to the base year, was 106, 125 end
128 per cent resPuctively, The increasc in the price indices of the
remaln;ng groups varied between 158.0 per cent for metals and 144.0
per cent for capital goods,

The high prices'df foodstuffs acted as a check to growing demand,
Thgs when the prices of these articles rose in 19A8 above the high
level of the year 1947, there was a strong contraction in gquantum, as
alreﬂdv indicnated in another section of this report The priceé of
tlmer and its manufnctur 8 showed the opposite trends, Each brice
contractlon w1s accompanied by a substgntial rise in the quantum of

" imports,

Seographic Distribution of Foreign Trads
Exports : ' - |

The traditional geographic conCQntratlon of the Cuban oxport trade
diminished considerably durlng the years follow1ng ‘the war, Table 14
shows that thc¢ share in the total valuv of exports corresponding to the
United States dropped from an av.rage of 78,1 per 6ent for the years
1935-39, to 62,1 per cent after the war; Latin Amcrica's share rosc from
1.5 to 3,3 per cent, that of Europe from 17,5 to 28,5 per cent 1nd that
of the remaining countrics or regions fram 1,9 to 6,0 pcr cent The

/increase in the
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increase in the re lative importande of exports to Europc occurred in
spite of the fact that exports to the United Kingdom rose only moderntely,
this country having in the past been Cuba's most. important market in
Europe. It is interesting to note in this connéction, thet after 1947
the value of cxports to the United Kingdom réprescntsd a declining
proportion of the total; from 17.9 per cent in that year, it dropped to
11,8 per cent in 1950, Exports to Germany 5150 dropped,vthe pcrccnt&go
which these represcntced in the total valde declining from 8,7 per cent
in 1948 to 2 per cent two yaars later, The substantial increasc iﬁ
Furope's share of Cuban cxports took place, as canvbe seen from Table 14,
when Cuba sharply incr:ascd its sales {o othgr.Europcén countries
ircluding France and Belgium, to which it hod exported 1itt]e before the

. war, . . :
Tablc 13, Cuba: Gcogr%phic Dlstrlbutlon of bxports in the Years
indicated
~ {In pureentages of the total value)
1935 -39 1948 - 50
Annual Average
United States ‘ - 78,1 62.1
Latin Amvrica 1.5 3.3
Germany ' . 1.6 3.3
United Kingdom 12,0 13.7
Rest of Europe 4.9 ’ 11.5
Others 1,9 6.0

Source: Anuarios de Comarcioc Exterior,

Note: The figurés for 1950 correspond to ﬁhé first six moﬁths of the year,

The lcsscning.(during the 1946-50 period) of grographic concentration
of oxports, was due to varintions 3ffuct1ng world productlon of sugar
and, consequently, the international sugar tr"de
: Imgorts : » .

The geographic distribution of imports chonged in a mqnn;r
diem2trically opposcd to that described in tho preceding soction, While
exports tended to be disperscd during the‘lQAS-SO p.riod, as shown
aboave, thz,geoqfaphic conc.ntration of imorts beeame morevacute than
" during the war vears, when it had already reachsd extraordin-ry
proportiond, The United States became thoe supplicr of more than 80 por
cent of Cuban imports, o : ,

;Thé incrsase in the United Statggj sharc, and to 2 1bSSbr degree, in

. /thqt of Latin
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that of Latin America, took plaba ot thu eXpense of Burope end 3iam,
Table 14 shows that the proportlon of huropuan imports dropped fror 18,7
per cent in 1935-39 tc 6,4 per cent after the war, and that of Siam from
3 4 per cent to lcss than 0,1 por cent,

The quantity of imports derived ffom Latin Amorica 1n the last two
yorrs of the 1946-50 period, uxcecded the aVGragu figure for 1935~39,
in sbite of the fact that the percentage corr:sponding to thﬁse two-
years was not as hl?h as that for the first three post-war ycurs During

this pcriod there Was no improvement in the rclative position of ‘Europe,
Imports from Gcrmany r*presented 0,6 per ccnt of the total in 1950, those
from the Unitad Kingdem 127 per ant and&those of the remaining European
countries 4,6 per cent, V '

Purcheses from the United Stotes rose in 1948 and 1949 to 83.2 and 78,9
pef cant of the iotal, these figurcs considerably exceeding the pre-war

average, ‘ }

Table 14. © Cubn: Geographic Dlstrlbutlon of Imports in the Years

- Indigated

(Percentagcs)-v
1935 - 39 - 1946 - 50

' N Annual Average
United Statcs 87.5 80,4
Latin America 2.6 6,0
Germany 4.3 -
United Kingdam 4,3 1.5
R.ust of Europe 10.1 4.9
India 3.0 2.8
Siam 3.4 =
Others L.8 4,2

Source: Anunrics de Comorcic Extoerior.,

-

At the time of tho briéis,‘thc world sugar merkct contracted

drastically, thc United Statcs continuing in the role of principal export
market for the country, Since the mid-thirtics, trade félntioﬁs butween
thot cbuﬁtrv and Cubn were subj"ct te the terms of succoesive reciprocal
trentieé. In cxchﬁnob fer c- -ncessions granted by tho Unitod States in
eonnectic- w1th sugar, tcbacee and scveral eth~r products the Cuban

- government grﬁnted prnfsruntlal customs treatment in some instances te
cartain United Stotces arpicles (o,g, rice) which previocusly could not
comp-te in the int rnational market with thosc of cthar ccuntrics, On
cther occasinns, it exbended ithe cnatoms privilegas enjoyed by other

/articles frem the
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articles from the Unitud States,, In those cirvumstancus, United States
prﬂducts which were not previously 1mported into Cuba, had, before the
wir, bczun to dlsplmce thes: from othsr seurces, so thnt those now
imperts were ndded to those whizch Cuba normally purchﬁsgd frem thet

country,
Balance of Faymonts

Chanees in Structure

In 1246 exports provided 94.2 per cent and in 1949, 90.8 per cent of
Cuba's total fereign cxchange receipts, the average annunl contribution
of this item in thc post—war period being approximately equal to thot of
the 1935~39 pericd, ‘Neverthcless, a continucus reduction nay be cbscrved
in the rclotive contribution of this item since the beginning of the

period under reviow, (Sc« Teble 15), .
Taple 15, Cuba:r Ccmpoéitifn of the Balapce of Foymients in Current
Account -

Aeoooipts
- {Ir millirns of pescs)

1945-39 10948 1947 1948 1949
Annual Average «

Experts \ 151.9 534,86 772,77 T24,1 593.2
Tourist trade .6 16,3 2.9 23.1 19,8
Private remittances o7 2,2 1.7 1,1 0,9
Incem: from investments 1.2 1,6 1.0 1.3 0.8
Others 0.8 13,0 2,77 36,2 307

Sources: Data for the 1935-39 pericd ware takep from an unrublished
survey by Henry C, Wellich, Foe the cther years, Balance cf

Payment s Yearbook 1947 =and 1948, Intoernaticonal Monetnry tund,
Washingtcn, D,C,., 9nd official d-to., , .

During the frur yqirs 19L8-49, the iterms cov ring the tourist trode,
private romittances and inceme from investmonts i?st some of their
importance as s-urces «f forcign exchange rcceipts,‘<Thc first dropped
from 5,8 to 3,2 uer cent of total roceipts, and the last two from 1,1 to
G4 per cent, Thare was an improvcmént in the reezipts frem tourist
trade after 1947, which became more marked in i?h?, although their contribution
did not reach the pre-war levecl, The falling off of the tourist trade from
the United States to Cubs explains the declining rclative contribution
of this'item to the global amount of the country's ‘exchange receipts.

The risc in prices of tourist scrvices in Cuba - which cxcceded thot of
other countrices near the United States - also provodAta be an important
' /factor in
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factor in bringing abcut this situaticn, 1/

The importance of the item termed "Others® ihér;ased considerably |
as shown by Table 15, This item rose from 0,6 por cent in 1935-39 to -
3.6 per cent in the years 1946—A9. The greater part of the receipts
undzr iis heading was derived from the payment of services and‘ﬁrade
commissicns tr the agents ~f.foreign businesses in Cuba, The nature
of the fundamental zlement of this item indicates that during thé cyciical
upswing the inecrease is in accordance with the rise'in th; value of~.
importé This exp131ns its small ceontribution in l935~39 and its greater
sharz since the war, ‘

On examining the structure of expenditure in current account, of the
balance of payments, the follewing changes may bc moted: 1) a decline in
the relative outTay for the purchase cf merchandise, of private
remittances and of incamc cn investments, and 2) the increase in the
relative sharc of travel and freight cxpenses, (See:féllowiné table),

Table 16, Cubas Compositicn of the Balance of Payments in Current
Account
Expenditurcs

, : (In millions «f posos)
(Percentages)

"~ 1935-39 1946 1947 1948 1949
Annual Averags- )

Imports : 108.0 299.8 519.7 527 L 451,0
Tourist trade , 5.2 34,3 53,2 56,3 . 31,8
Private remittances Lk 10,4 11,0 TR 6.6
Freights L. 24,6 3&.6 46,1 42.9
Income from investments 17.7 - 41 75,0 52.8 31,2
Others - B2 15,6 1100 8,7 4.5

Sources‘ See Table 15.

The reductiﬁn in the share corresm nding to 1mpurts is a cyclicnl
phenomenen, Durlng tha dﬁwnsw1ng, expanse items, such as the tourist
trade, income on investments, etc., contract more sharply than the
expenditﬁre fer the purchase of merchandise, This is particularly so

in the case ~f countrics like Cuba, whosc imperts are, for the mest part,

2/ Cubz's positicn tendcd te detericrate as a result of the mon tary
devaluation of some countries towards which the United States tourist
trade ncrmally flows and the conscquent price drop in dollars of -
certain services which ernstitute an irportﬂnt part of tourist
expenses., .

/USSbntlal consumer
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essential consumer goods, Durlng the ﬁﬁswlng, thbre is normally a
reversal of the trcnd indicated above, the total amount of the other items
increasing relatively mors than imports, In apparent contradiction to the
foregoing, it may bc obscrved thrt the relative amount. of income fPom
invastments declined in recent years, Three facters justify - at least
prrtially - the behaviour of this item: i) since the war, transfor of
the property Ef'certain foreign companies tc Cuban honds, with the
result ‘that pfofits were retained within the cecuntry; 2) the transfer
of a lower pfcpbrtion of the profits -btained, due toc the grester
volume of re-investmant carricd out in the country by foreign companies
since the war 1/, nnd’3) the bigzer increase in the amcunt of
liabilities of cthor items (tcurist trade and freights) than in profits,

In regard to th2 first point, it shculd be pcinted ~ut that scme of
the cmpanies transferred were sugar factories, and »s rzagards the
seccnd, thot during the 1935-39 parisd, the smount of re-invostment was
less than =fter the war, reacﬁing approiinately‘bo rmillion pesos in
1947, acccrding to private scurces,

Experditure under the heading of freights and tourist trade increased
considernbly. aftor the war, Expenditure on fredghts rose from 4.4
million pssos in 1935-39, tc 37 millicns since the war, thot is, an
increase of 763,6 p:r cent, Its share in the total exchange expend*turc
(in current account) rose frem 3.2 to 6,2 por cent, Part of the
increase in transport expenses, which cannot be det.rmined exactly
but which is of undoubted importance, was due to the rise in maritime
fpgights, 2/ Thcre cculd be no other interpretation of the fact that

1/ Even though reinvestments should be included in the debit and credit
of the balance of paymants, Cuba has no data available which would
permit doing this,

gj An idea of the probable coursec of freights between the pre-war perlod
and the post-war years is given in the following table:

Years Indicas of Total Tonnage Imported into Cuba and -

Expenditure under the'ﬁeading of Freights .
Base 1938-39 = 100 oL
Tonnage Freights

1946 162 : 456

1947 197 641

1948 175 . 854

1949 176 . 794

Scurce: Anueriocs de Comercio Exterior, ‘
The probablc increase in frelghts 1n relation to the base period,
according to these data, was 181,5 per cent in 1946; 225,4 per cent in

1947; 388 O per cent in 1948 and 351,1 por cent in 1949,
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the total import tcnnage incrcased ate much slower rate than the tctal
amount of freights and that the average distance which each tcn of
imported merchandiss had to b& transported was reduced, 1/

The increase in tourist cxpenses was wvun*greqter than the increase
under the heading of freights, Never before had tourist expenses been
»s high 2s during recent years, As may be cbserved from the following
table, the expcnse% <f Cuban tcurists abroad rose from 5,2 millicn
pesos in the 1935-39 poricd, tc 56,3 millicn pesos in 1948, This table
2alsc shows an unpfécedqntedvincreas% of exponditnre over receipt under
thi s heading,

Table 17, Cuba: Aeceipts and sxpenditure of the Tourist Trade in
“the Yerrs Indicated

(In millicns of pesos)

Rceeipts Eggenditure‘ Balsnce
Avorapge ' i : : ,
13715+39 9.6 5.2 Lt
1946 16.3 - 34,3 -18.,0
1947 21,9 53.2 -31,3
1948 . 23.1 56.3 . =33.2
1949 - 28,5 ' 45,5 -17.0

Scurces:” For the postewrr yeors: Balance of Péyments Yearbock 1948 and
~ Preliminary 1949, Intcrnaticnal Menetary Fund, Washington, D.C,
1950,
- For the pre-war years:- th: deta were takbn from an unﬂubllshed
survey by Honry C, Wallich,

Facters which influenced the increase in the volume of Cuban tourist
trade to other countrics, and in perticular te the United States, were
the rise in Cuban glcbal income, chcapfr transport which had returned .
to normal conditions, 2and the lowur price level of durable consumer
goods in the Urited Stotos, which induced many peoplc to rmake their

- purcheses in th-t cowmtry, '

An antlysis of Cuba's balance of payments, ncot from the viewpeint of
its structurs, but from th.t of the/financial‘result of its current
account transacticns, shows that the annual bzlance for the p.ricd
1646<49 was highly favourablc to the country, thcugh the absolute

1/ This is inferred from the increase in relative terms of Cuban imports
from the United States, Ancther foctor which could also have !
influcnced thc inerease in transpert cxpenscs -~ a c;qnge in the.
corpesition of imports in faviur ~f thcse preducts paying blghwr
- freights -~ does n. t seenm te have occurred,
/amount declincd
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aﬁdunt declined continuously after 1946 (sée Table 18); The amoﬁnt of
the annual 5verage balance since the war (105,6 millicn peses) contrasts
with thrt for the years 1935-39 which only - reached 22.é million pescs,
Tab}e 18, Cuba: Total Receipts and Expenditure invCurrent Account

(In millicns of pesos)

Receigts Ezpenditure Balance
1946 567.7. 425 ,6 142,1
1947 822.0 04,5 117.5
1948 : 785.8 700,6 85.2
1945 : » B4S 2 567.7 77,8

Scurce: Balance of Payments Yeorbock 1948 and Preliminnry 1949,
Int:rnational Mcnetary Fund, h“shlnPtﬁn 1950‘ Banco Nacicnal
de Cuba,

Althcugh there is no rogicnal balance of payments which might. pirmit
a d. stailed survey of the gpcgraphlc structure of Cuba's expenditure ~nd
recelpts it is possible to judge, frem data published at the prosent
time, that certain important changes have taken place in recont ysars,

The balance of paymcnts in current gécount of Cuba and the¢ United
States has always shown balances fév;urabla to Cuba, which frr many
years was a scurce of foreign exchange for the rest of the world,
prrticularly Burope nnd.Asia. 1/ The deficit with furope existed in
spite ~f the fact'that morcantile trade showed balances faveurable to
Cuba, while transactions of other kinds - peyments «f freights tc the

[

1/ From 1902 t~ 1939, oxcept for 1921, the belance of merenntile trode
between Cuba and the United St-tes f°vmured Cuba, On the other hand,
since 1919 - frem which date inf-rm~ticn is aVallable - during &11 the
years except 1921 and 1930, this fasz¢urable balance excceded Cuba
nct exvenses for all items excent the teourist trede.and private donﬁtionS.

The tcurist item was excluded frorm the estimate becausc 1) this
heading 2lwage showed a belance in Cub2's favour; 2) the tourist
trade wos marinly confined tc journevs by Cubans to and frem the
United States, The sccend item was excluded because the great
majerity <f donwtlons were made to Spﬁ1n and tc a much lesser degrze
te China and Haiti,

The above facts and the addltlhnﬂl cnsidsration thet -nly part of
the net expenditure in Cuba's current account was abscrbed by the

United States, corrobcrate the truth of the statement made in the

text, .

/United Kingdem
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United Kingdcm, d-onaticns tnﬁspain, ete, determined the adverse bnlance
in current’account; The ncgative balence with Asia arose frem the
mereantile trade, since there were no imp-rtent transactions <f any cther
kind, , : '
Since i?hB, the gecgrapﬁic structure -f Cuba's bﬂlaAcc «f payments in
current acc-unt changed, The mercantile trade butwcen‘thﬁt ccuntry and
the United Statcs itsclf preduced negative balances of 53,9 millicn

pesns in 1948, 4.6 milli-n pesos in 1949 end 54,8 millicn pesis in i950. }/
If the deficit in the tourist trade and the payment$ under othor headings
made by Cuba’to the United Stetes are added to this negative balance,

it m2y be inferrad thot the adverse bnlance.fff these ycars was high,
‘Nevaertheless, ns inﬁiCﬂted previcusly, the totel balanpé fav-ured Cuba,
This implies thst Cuba‘s’balance «f paymints in current acc-unt with
Eure~pe showed very lorge forveourable balances for thet country, o
pirticulsrly sincs the b-lance ~f trensacticns with Latin Arcrica énd
Asia was unfrv-urable, '

The ~riein ~f the changes dcscribeq aheve 1oy prrtly in the
stabilisati~n of Cuban exports - particularly sug~r - towsards ths United
States, tosether“with the heavy increase in imports from that country,
and pertly in the increased Cuban salcs te Surope made possible by
United Stat.s financizl assistance t- tﬁat centinent ;

The prosent geographic structure of the bslance of payments, tcecther
with the payment, difficultics which may aris: in Surope when United
Stotes assistance torminates, poses certoin problerms of some impertance

. which warrant carsful analysis, Some of thc possibilitics and problems
which mizht be studied are suzzested belew,
~ The maintenance by Cuba of the prcsent‘volume cf exports te Eurcpe
secms to depend on future changes in demand and in denestic or colonial
prcducticn ~f sugar; nd tc 2 lesser degree on other faétors. Shculd
United States'zid to” Burope be discontinued, cne of these factors might
well be Cuba's inclinntion to occept peyments in currencics other then
thz doller or Cubn being forced, like cther Latin American countries, to

adept a prlicy of bilnturil agrecrents,

/ - s . .
1/ The informetion corresponding to that year was taken from official
United Sthtes Statistics,
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CEAPTIR II, THE SUGAR INDUSTRY AND CANE BY~PRODUCTS

The extraordinary increase in the activity or tlw: Cuben sugsr indusury

‘since the war was not, in sonbtrast to previous expericnce, accompanied by

an increase in its fixed industrial capitul, This was due, for two roescas,

to the lack of earlier incentives:

The first lay in the cxcessive production copacity installed since the
Ttwenties, Thais was sbrormally high oven in ra2lotion %o tho demand for
sugar in 1948, whicn was the highest in the histcery of the inacustry,
According to Lnfbrm,tlsn publlshed oy the Ministry of “b-ﬁcul*u:e, Lho
inst=lled capacity of the inﬂustry 15 ot prase nulﬁaprn" e ml .G
thousand metric tons 2 azir, Tkl% means thoo in 115 vorking drys® the
country could produce 5,8 million toﬁs; thet iz, 700,000 taun oco than
those procossed during the yoor of mecdmua otiviiy sinc: tne war,

The seccond r.oason loy in the‘prosp ot terd the dorcrd for Caban
sugar would not in fut we excecd the lov el ruvchnd In the postwar ysors,
sven though the worla . ond for this proxucsit shoild ircrosce, Tids
spparent controdiction i1s duc to the weuliar anrture of the loterwtionnd

sugar murket, wher: rostrictions such as quotns, proteciionise tdrilis
eteeterr are comion, and thense hinder or [rovii: tie transmission clong
norzl channels of the ¢ificts of the incrense in world demar dg

e

Table 19 shows the dabn coverdng iaports of machinery for the

(S

marufacture of sugar, It may be cbhserved Irom this Jh:t the volume of

: IS : / S e e o 3
imports, alter o fall in 1945, folliowed on v mewrd trgnq antil 1905, declini

ES TN 4 . g
vhen in the raer 1945,

in 1949 but still ressining ob o b

i K

There was 7 rise of €2,2 pur cent Letween 1945 ~r! 1G48, this being a

1/ According to the opinion of oXp 2T rts, the industry could work more dhn
115 duys a year if there waere saiticient cono,

/rodersty fipure

ing
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moderate figure when compared with the percentage of increase in imports
of othur types of‘cﬁpitni goods, It is necessary, however, to indiéato
th~t in 1945 , thz volume of imports .of sugar machinery had'balready risen
considurably in relation tokthé war years, and this was not the case even
with other m.chinery, -

Table 19, Cuba : Imports of Speres_for Machinery and Apparatus of
-~ the Sugar Irdustry

(In mctric tons)

1945 - , 1641 _
1946 , | ~ 1383 i

w947 2271

1948 _ ' 2989

1949 2044,

Source: Anuarios de Comercio Exterior

Note: The figures in the table represent approximately 85.0 per cent
of the machinery imported for the sugrr factory.

As was to be :xpected, the amnual average.of imports of sugar michinery
for the 1945-49 Tfive yeax: p.riod excccded the average for the years 1935-39,
but it continued to be unimportunt in r.lotion to the airerage figure for
the period 1925-29, when imports  this type of machinery had already
fallen shorply (see table 20),

Table 20, Cuba: annual. Average of Imports of Machinery and Apparatus
for the Sugnr Industry

(in metric tons)

1925-29 42,650
1935-39 945
1945~49 2,065

source: anunrios del Comereio Exterior

Note: The figure for the 1945+49 perlod cannot strictly speaking
b compor:d with tht for the other five year periods sinee

it only represents s~bout 85,0 per cent of the total of imports
of sugar mnchinery,

Ancther faet which should be nentioned is that the ratce of capital -
form.tion (since the war) of the agricultural sactor of this activity
considerably exceeded that of the industrial sector, for the first time
in the coursc of this century, This nmay camtinues to be the case in the
future if there is no radiczl chenge in the mothods of producing sugar,

The intense rate of capitil formation in the industrial branch raised

/the amount of
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the amount of fixed capital pur worker employed — ard “hus of his
productivity - very far above that of the agricultural. labourer, Under
these circumstances, 1t is obvious that the prospects of relﬂtxve profit
on the new investments ar: greater in the agricultural than in the
industrial sector.;/

almost all the other industries of canc by-products, in contrast to
sugnr itsclf, axperiencad a substantial expansion in thuir prolucvive
capacity during the war or in the early postwar years, The ircentive
in the majority of cases come from increascd foreign demand; in othor
cuses - for example, alcchol - domostic demand played on importunt pard,

 The expension in capacity was sccompanied by en incresse in
preductinn which was usually »f chort dureticon, This was the case, anrng
others, in the alcnhnl and caramel industriss,. .

The capacity of the alcohcli industry increesed in the peried from
194345 from approximately 6,150 recholitres caily to 16,880, In the
three years mentioned; produstion rose charply, vub in 1646 it commznced
to decline until in 1948 it dropped tn L8,0 rer cert of the volime
corresponding to 1945, During the two yerrs 1949-50 it rose again, bub
did not reach the level of the years prics wo 1946 (c2e Tobie 21),

Table 22, Cuba: Volume of Prod clicn and Tawsrts of flcehol:
505=50
(In thousands nf rasctolitres)
Years Production ~ Bxponts
1945 2,026.5 3319
1946 1 ;51546 9589
1947 1,530.3 1,075.4
1948 500, 6 “137,2
1914-9 152)2 vllv . 3 '¢3
1950 1,455,1 -
Sources: Zuba Beondmica v Financiera, ¥sb:ara, Jan uarv 1951, page 20

and Apuerio Azucaerero ce Cu Labana 1947, paze NOS

During the yesrs 1946~47, alcohol cesses to he uged as a ciontitute
for gasollne; this explains why local demand for this preduct drovned

oy

fairly sharply., Foreign demand, judgirng by cxpnu’ ts, rose durirg these
years, sn that it may be inferred that the drop in production was mainly

due to the change in the domestic merket , In the subsequens vears, there

1/ This fact is irportent in tho presect cose becruse {hs Indastruiliists
are also entrzed in apgriculture,

I

/was a
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vas a violenh econtrasiioq in foreign ¢ vend whilé domestic demand recovered -

some of the territery lost., This gave rise to a fairly marked
trensformation in the nature of the product manufe-tured by the industry,
In 1948 absolutzs alcohol was not proéuced in the country, but in 1950, the
growing demand of phe‘liquor industry and ﬂf'pharmaceuticél and chemical
products caused this type of zicohol to reach 58,4 per cent of the totel,

ts indicrted ehove, the ceramel industry follewed 2 course similar to
thrt of =lcohol, elthough in this case the influence of domcstie demand @id
not substentiaily change th: lavel of the industry’s cetivity,

Until the begiﬁning'of the war the production of caramels cover:d ths.
requiremants of the locAl market withoit 1eaving any important exportable
surpluses, With the wer aud the shortege of swear, forzign demand for
this product roée sharply, To mecet the new situation, the Cuban industry
enbered - phase of incressing eoxpension, which wes arasted in 1946,

Thore sre no production figur s to prove the pegk and deciine of this
industry, but the export figur:s provide incontrov-rtible evidence of its
roturn, in the last yorrs of the 19245-49 perioed, to the prewer level of
retivity, Teble 22 shows thet the volume of eoxperts rese from 17.8
thousend metrie tons in 1945 to 30,1 thousand the following yerr, declining
to 12,5 thousrnd in 1947 »nd torminsting by 2 reduction te an urimperfont
figurc in 1948-49, It is interesting to note thet the totel veluc of
carrmels exported smountad to 2,6 million pesos in 1946,

Teble 22, Cube: Sucntum of Exports of Ceramels

(In metric tons)

1945 17,846
T1946 30,105
1947 | 12,512
1948 R
1949 e

Source: Anusrios del Comercio Extorior

During the 1945-49 veriod severrl rdvences were mede in industrics
brsed on the more complete utilisstion of the pesidue from the process of
suger manufacture, £ dry ice plont wes built in one of ‘the suger frctories,
to take rdventage of the residues from ~lcoholic distillrtion of final
syrups, #nd two oth:r factorics were built which manufrcture veast for
cattle feod, using as ¢ rrw mrterisl the crenms from the distill-tion of

/#hsolute rlcohol
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absolute alcohol.;/ In amother mill a pil-t plent was instelled for the
purpose of extrrcting the ashes from the final syrups, using their
potassium, and simultaneously to trest the syrups 2nd incke them edible,

Wroes of the Suger Industrr

Since the heginning of the'war,Athe Governmend policyQOf wéges hrs
been directod, at lesst normelly, towards mrintrining them ~% the highest
‘levels comprtible with the competitive position of the industry. For ihls
purpose the smount of the wrges for workers in the incdustry wes fixed by,
the nauthorities every yecr from 1940 Yo 1945, In the lost yoor mentioned, -
verishble scele of wrges wos introduced; denending on the price of suzrr.,
This reguletion onlvy remeined in force for » short period, sinc: _n 1948
in spite of the fr11 in the orice of the product, the Government kept weges
~t the level corr:sponding to = hignhur price than thot acturlly in force,
ond this policy was contirmued in 1649,

Trble 23, Cubr: The Shore of YWeges in tuc Vrlu

of the Droancis {Ji] of

’ dulicrted
(In percentrres)
Yerrs “Iorzoabtess
1940 , S
1546 2.9
' 1947 20,8

%G 210
16:.5 :

Source: Anucrio fzuc-rero de Cubs 1943, Hebone 1320

len wes mede by using the
rzhouseSe.

Note: The ostim-te of thu vrlu: of prodit
rvercge officirl prlcp in pqulC wr
Aveiloble 1nfom1ft10n mﬁkes it p0551b7' to Citermine, andirsetly, the
imp~ct of the riscs in wrges on the nroﬁuc“,cn costs of sugrr, Trble 23
shows th-t the shrre of industri-l wﬁgos in tgc toteol value of tho
production of sug~r snd syrups exccoded the p rocentrg: corrs sponiing to~
1940 in ~11 the postwrr ye-rs except 1947. It is intorosting to note thet
the shere wrs lower preciscly during th: yerr din wdcnk ths vrlue of ‘
production rerchad the meximum for the lrst three dngﬁdcs¢ Unfcftunrtelv

thore is rot sufficicent informrtion to rscertrin whether the ralo thﬂ

1/ See the Anu-rio fzuc-riro de Cubs, Hebone 1949, prge- 160,

/improvemert of

-
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improvement of industrinl wnges‘took pln#e ot the expense of the profits
of* the producers or of other elements such as the trensport workers £ad
civil servents, ]
The Tobrcco Irdustry

This industry is divided imto two sectors, which hrve cvolved ns the
result of very different fretors, While the only incentive to the
cigrrette industry comes from domestic demrnd, the %tobaces indusury
properly sperking 1s linked to the intcrnationcl merket, nlthorgh it
c-nnot be donicd thrt the influence of the 1lntt-r has doclined considorsbly

since th» crisis of the twenties, - ,

The pdstwrr verrs showed m'rked sctivity in the cigrrette industry,
Domestic demand, which, spurred by the increasihg globsl income, hed
begun to rise rt.the beginning of the wnr, continued its upwrrd trend
~fter 1945, probably encourrged by the strbillis~tion of therstoil price
of cigrrettes after the ond of the wer, The following trble shows how
production rose by 18.0 per cent between 1945 end 1949,

Trble 24, Cubn: Quentur of Cigrrotte Production

1945~49
(In millions of units)
Yerrs Production Imports
1945 6,689.8 126,0
1946 , 7,129.6 - 208.3
1947 75299 o4 - 26k
1948 7,660.5 . 301.1
1949 ’ 7,943.8 0 312.9

Sources: Resumen An-lftico del Consumo ds Productos Trbrerleros en
1~ Repdblics cn el Decenio 1940232,Com1513n N-cion~1 de
Proprgnndr v Defensr del Trbnco Habono, Hebana, June 1950.

However, the competition of 1mportud cigrrettes on the domestic mnrket
rlso increr~sed during %hesc yerrs, In feet, the rise in global income,
linked with » chrnge in the creferences of the consumers, brought zbout on
unusurl increrse in the demend for cigrrettes of types differing from the
~n-tionrl product, ~nd nt a higher price, This chrnge wns shown in on
increrse of 248,0 ver cent in the consumption of imported &igercttes over

» period of four yerrs,
Between 1945 and 1949 the sh~rc of imported cigrrettss in cpperent
tots1 consumption, rosc from 1.9 per cent to 3.9 per cent, This percentege,
/eonsidered by
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considered by itself, it smrll, but if- its cvolution over the Irst fifteen
ve~rs is ‘studied, this will prove the hedgnbened compeuition of thoe imported
preduect, In this connection it is sufficient to mention thet beiwesen 193%%
'nd 1949 imports of foreign cigrrettes incrarsed 8.3 times rnd th-t ©l the
rote of sverage annual incrcese in‘total consumption snd of imported
clgerettes since the w;r, the shere of the leter will increrse i the next
five yerrs from 3.9 to sbout 8,2 per cenb, o '

The postwaf period has been one of very limited exprasion for the-
tebecco industry, Teble 25 shows th=t production declined in 1946, rising
in the two follcwing‘yerrs, only to 21l to 93,0 per cont of the brse yory
i 1919 %/ ,

Table 25,  Cube; Volume of Cigsr Procduction 1G45-49

{(In rmillions of wnits)

Terrs Preduckzon Evports
945 3705 . 110,0
1946 , 362.4 59,7
1947 - 360,3 L3905
1948 399.9 53.8

1949 O 366,9 21,3
Source: Sce Teblc 24, ’

The depressicn in thz tobreco industry begen with the radu ion.in
foreign demend, sincé domestic demand not 6nly roze in the first two
postwar yerrs, but'rer: inod ot o vary high lovel In the 1948-49 period,
thus prrily o?féeﬁting'@hc contrecticn in-the farmbr,:-Table 25 shows -
that cxperts of menufectured tobreeo drepped until, iu 1949, they ropresented
snly 19,0 pcr eent of the figure corrzsponding to the-bsse weer, This
crused the shrre of nrtiommel prrduction sbsorbad by the frreign merkoet to
be reduced in the‘cwﬁrsefof four yerrs frem 29.7 to 5.8 per cet, -

The drcp in exports once mere stressed the prec:rioﬁS~pcsi%ion ofthe
industry on the i“tornfti3nﬁ1.mrﬁket,'dﬁe,:Cﬁﬁrding to-the,tobreco: «.f p
menuf »cturers, to the high costs of producty n, fceording to-tuis viewpnint;
as long ns the process ~f hrnd menufecture is nét chrnged to r bighly
nechrnised cne, cigrrs will not be £h1le tn corp i with thvsz produced in
~ther cfuntries whore the industry brs rirchad - v@yy sdvnnccd technieel
level, .

;/ teeosrding Lo deta frcﬁ the Censug of Lhe Tbbacco'Industry,:zgﬁﬁ.per.
cent of the workers in this industry were uiemoloyed in, 1945,

- ./improvement
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The workers in the industry, who had resisted mechanisati~n since the
"twenties, ~rguing thot the resultant skilled uncmployment would be very
high indced, chrnged their attitude when exports fell in 1949, sgreeing
t> the introducti~n of tochnicrl imprevements in the process of manufactusring
tobacen,

The Governrent which hed on previms occosions supported the workers
in preventing mechrnisrtion, now, rfter hrving obtsined on ngrecrment between
the prrties, issued - docree ruthorising mech-onisction for the product
directed towrrds the exprrt merket and of no more then 20 per ¢ nt of the
v-lume mrnufoctured for domestic consumption,

This srme decree crerted ¢ subsidy of 40 pesos o month for the workers
whe were displrced by technicrl Innoveticns,

Considerations Concerning the Mechenisntion of the Industry
The positicn of wrges ih the cost structure »f the tobacco industry

crnnot be ex-ctly determinéd,fbut ~n the nther hrnd there rre figures
which show thot 55,3 por cent of the t-trl preducticn co%t correspords to
the process of industrirl menuf-cture and 33.8 per cont tc row m:torinlo3
Assuming, conservotively, thot the protits of the menufecturers rmount to
5.0 per cent of the trt-1l cnst »nd thrt other items, c.g. sundry mrtericols,
pr-prgrndn, clectricity, ctecters represent ~n~ther 10 per cont, it wounld
be possible to stote that in Cubs industrirl wages form aborut 40 pér cent
of the t~tr1l cnst of the finished product, . :

The foregeing percenteges suggest thot a broeder field oxists in the
industrisl than in the ~griculturrl scct~r for reducing the cost of
production by incrersing its productivity, However when it is c-nsidered
thot sowihg rrd cultivetion rre still cﬂfried mt by very primitive methods
~nd thet nmohg the different regi~ns ~f the cruntry there arc notrble
varirtions in the unit yield of t~brcen, ¢ possible substential
improverient in the productivity of the sgriculturel sectrr may be
anticipated, It ceannot be denied, h-wever, thrt cortain pheses of

4

1/ The percentrgss have “cen trken frem Lo Econorfa Tsbrcalers de Cubs,
Quinguenio 1941-45, Ministerio de Agricultur~, Habana 19&6; prge 8L,
These figures corraspend to the znnurl sverage for the 1941-45 poeri-d,

V/émﬁﬁﬁ#k&t&ﬁ
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cultivation, in thc prescent stage of technicnl skill, cinnot b

meehonised,  This, to give one oxnmplc, is th; cisc in the work of
collecting the leoaf, ' '
Table 26 gives d .t which permit‘u comp rlqon of the productirity
of the WOrkcr in the m~nunl -nd mechanised proc:sses of m-nufrctire.
For - batter unde rstﬁndlng of the problbn, ‘cervin prior
cl.rific:tions re¢ m.de concerning the nnturs of the figurcs quotad,

Thes. rofer to conditions in force in the Unitud Sttes, where the

FQUTlity and typc of tobzcco produced differ from the Cubqr, This f-ct

h.s a coertzin importqnece. sincz it has buoen proved thit the guelity of
the row moterinl ond of the finnl product -t times have considerable -
influcnce on the préﬁuctivity of the i nu~l workecr, porticul-rly in
cert in stiges of phe process, quch,‘s striopﬁng ~ad the manufrcture
its=1f, Thprvfor5 it is vory proo ble bh,t thu vroductivity of the
Cub:n workcer is in fret lower than th-t wnlch 2ppzors in the table, =t
"least insofwr ns the manufrcture is cencorned, givon the bétter quzlity
and the higher pricce of the domustic product., In frct, it eppuars
thatl 2 Ouban cigar worker roguirss ~n 2v.r-og: of LO houars to produce
a thousand cigors, ' L |
Finally, in two st-gus cf the process of asnurl i nufcture =
stripping =nd binding - the tzble includes orizinnl figurus of
productivity whieh ar. id.ntic»1l with those of the muchaniséd process.
However, the d ta oorr\spordlng resps ctively to the two procvso\s are

cxprossed in one of the stzg.s, thut of stripping.=

Toble 26, Cubz: Time mmployed in the simnusd and iizchonical Murufocture
of 1,000 Lomz Stum Cig rs of 4 " Corron Tyoe

Typ=: of oocratibn. mrn-hours per 1,000 cig-rs
’ By hend With 4 oo rtor mochings
Prepar.tion of th. brunch 1.1 l,hl
Stripping 5.11 1,64
Making 25.19 © 955
S:loction 1,95 1.95
Binding 0.35 Q.36
Scoling 0,656 C.l6
Sundry tasks 2.6 __0.38
. Tottl 35.85 15,9

Source: Hcch%nis“tion and Procuct1v1u;.oEnLuhgiﬁ'1n the _,“,Efg

pienuf - cturﬂng lndqurv Bullstin No. 650 of $he Stotisticn

Bur<au of the United Stotos Deporumont of Lioboar, Scpt;mb“r

1938, quotced in Meconizoeidn doe 1n Industria T- b;nu;r Josd

&, Perdouo, J“rgv J. Fossc, Hobonn 1945,

1/ First Census of uorsers in the Tobacco Industry, First Part,
Cornaisién fiicionnl de Prop-gand: y D:fens. del Toboco Habuno,
dinistry of wgricultur:, P.o 14,

2/ For = broader discussion, sce Jos® J. Perdono nnd Jorge J. Possc,
op. cit, _ ' -
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The statistics in the preceding table show that the man~hours of
work required to produce = thousand cigirs arc reduced by means of
mechrnisation to 43,1 per cent of the amount requirgd for the manual\
process, or, which amounts to the samc thing, that the productivity per
man-hour of work incroases 2.3 times, If it is accepted that in Cuba
the phase of minual meanuf:ucture requires 40 hours instend of the 25,19
required in the United Stotcs, and supposing thet the other stages 6:
the process vary in the way indiecated in Table 26, then the productivity
per m.n-hour of work will be incrpasad 3.2_pimes. Thé maximum decline
in the totzl cost of production which could be obt~incd would in one
¢~se be slightly less thon 22 per cent and‘in the other, somewhnt less
thon 27 per cent,

However, the avcriga price ex factory of tobacco manufactured in
the United Staotes vorics between 35 and 45 per cent of the f,o,b, price
of Cuban tobacco, This fnet indicates that the greatest raducgicn in
the cost of production of the lattor by meons of mechanisation would
still not zllow it to compete with the avernge or low-priced product
of the Unitadzétatas. This would only be possible by stepping up the
mechanisation of cultivition or reducing the profits of the manufacturers, -

The mechanisation of this industry poses certain problems relating
to the incorporation of advi.ness in techniczl skill, which also affect
other export ‘industries in the remaining Latin American countries,
Thsre is no doubt that in the casce of tobacco, 2s well as others, the
prassure on industry to reduce its costs comcs from abroad., Thercfore
the foet thet technical improvements must be introduced to prevent the
subsequent contraction of exports, implics thot the ad&antages of
techﬁical progrzss should necessarily bc passed on to the foreign
consumsr in thz form of lower prices, since if this were not 50,
nschanisstion would not fulfil its immediate purpose., This situ:tion
contr:.sts with that-inxthe great industrizl centres, where the gains in
productivity do not often result in lower prices for foreign trnade,

There is a possibility that Cuban exports of cigars will not
increase substantially ofter mechanisation, if, 2s appeirs likely, the
United States terminates the system of preferenti-al customs treatment
which it hus granted to tobacco since the beginning of the century,

The raising of the toriff would lorgoly cancel out the effects of the
reduction in costs. ’
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CH.PTER III AGRICUL”URE AND CATTLE BREEDING

Devolgpment of T ductlon

in index of Cuba's agrlcultural production has been compllgd fro.
available dzte, despite the difficulties crising from the ‘inadequ-qcy
of ngriculturcl statistico, particndarly as regards products .supplicd
to the domestic uerkct. Tnis.index proves th .t the volume
of production has grown at an extraordinary rate in tue 3ost-har years,
though & sharp fall was recorded in 1249. ]

The growth of production shown in this indcx is probably somewhat
exaggerated due to the base year, 1945, having becn onc in which zdverse
climatic conditinns caused druage to the crops. This fact, howevar, doas
not refute the gensral conclusions arrive >d at in the prescnt ehapter,

Table 27 Cuba: Fartial and Total I ndices of .griculturcl Produstion

l9h5 = 100

Sugar . . we 165 171 45
Tobaceo o 132 121 87 a2
Products for domcstic : .
consurption 112 iz 116 111
Total 138 139 . 139 124

Sourcc: Tre TBeonomie Com.dssion for Latin .lacrice of
Uil ‘.:'.;d Iy :.‘tlul'lu . .

Notet The weighting wes effceted by consideoring. the
relative proportion of crch cf the compononts
of the totel index in the yoecr 1945, cs ouppl¢vd
by the dotional agriculbural Census detea.

It will thus be scen that tie rise in the quontun of sugor canc
productibn was considerably greater th-n th-t of products for dauestic
éonsumption. Conparing the two indices it that of the populstion, it
will be obscrved that the production of sug . cone end gorods £ donestic
consumption rosc uore rapidly then the popul: tion. Calculcticn of the
per copite production figures reveals that sugar emonc producticn '
increased 37.2 per coent between 1945 and 1949, wa.rens en inereace of
5 per cent was rcecorded for preducts for the doucstic merket. The
developrient of tubacco production is wmarked by its own characteristic
featurcs: the risc observed during the first year after the war was *
followed by a period of constant contracticn, so tact the index for the

; " /yaers 1948
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years 1948 and 1949 was below the corresponding figure for 1945,

The rémarkable increasc of agricultural production was partly due to
iaproved yiclde in pxport erops though not in products intended
for domestic consumption. In the lattcr case, with the exception of &
few commodities, such as rice and potatoes, the yields obtained in the
post~war ycars were not appréciabiy greater than previously.

The total arca sown increased in five years from 1,970,400 hectares
to an estimated 2,330,000 hectares, while the arca sown with products for
doulestic consumption inercased fram 959,500 to approiimately 1,050,000
hectares, That is, the proportion of the total arca sown which was
devoted to products for the home market decreased from 48,7 to‘h5 per -
cent. , .

l In its moin outlines, the structure of agricultural production shows
no change, though in 1945 sugar cene production rcprescnted 48.4 per cent
of the total value of agricultural production at 1945 prices, while. three
years later, at the same prices, it represented 59.4 per eent of the total.
Dﬁring the same period predugts for dcmestic consumption fell from 40.3
per cent to 33.6 per cont of the total value of ﬁroduction, while the
propertion of tobacco fell from 11.3 per cent to 7 per cent of this

total The insufficient data available, however. would seeir to indicate
that the changes which have taken place in the relative importance of

the components of the total indices of agricultural production, calculated
at current prices, were greator than those shown cbove. In this casc, the
predominant position of the sugor cane crop is still further emphesized.

Factors which cause the Changes in the Quantun of Production

The wzin erops, suger and tobacco, are forcibly controllced by the
factor of foreign demand. Domestic demand, in vicw of its limited scope,
does not affuet the level of production.

The only intcernal fdetors to be token inte consideration are those
- which have a direet bearing on the level of Cuban supplics of these
products, 2and not cn demand for then, hese factors only become important
when they tend to 1linmit the quontum of production. This statenent is
particularly epplieablc to the production of SUgar conc.,

Chepter I, decling with forcign trode, conteins a detailed analysis
of the proecss of foreign demnnd for suger in the post-war years,
Therefore, in the prescent instenec, it is sufficient to add that the
increase in the production of sugar cazne wes carried out without the
necd for large-scele investuent in thé industrial sector. Evon though
it is impossiblc to detcermuine the anount of unuscd cquipnent installed

/in the
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in the suﬂarﬁindustry, the incrcase in the volume of production from
1945-1949 indicates that the reserve rust have been considereble ot

the beginning of the post-war period., It is doubtful whether the
preduction of suger and sugar cane could have dcveJop >d at the rate 1t

did during thc pericd 1945-1949 unlcss there had been a rescrve of illc
insteclled machinery in the industry. The shortrge of nachinery in tho
first two yzars zfter the war, ond the tiie required for its installation,
would have been a eonsiderable obstacle to the incressc of producticn in

a short period of time,

AS opposcd to the coursa of LVuﬂtS affzcting foreign dervind for
sugar, deurnd for cigars and tobnceo leaf decrensed in the second yeor
after the war. The depressive cffect of this contraction was portly
counteracted by the inerense in domestic demend, though this was
insufficicnt to prevent the foll in the price prid to the t")b“cco
planters. The notural characteristics of the product 2llew fer 2
relatively rapid edjustrcnt of production lovel,

Vorious fockors ciicouraged ogricultural productica for doncsitic
consumption, one of the most cutstanding being the unoreeedented risc,
in a period of two years,-of real domand for foudstuffs and its uuoscquent
stabilization at a wueh higher level then that wiich coteined during or
before the war. 4

The extent of this phenouenon is iudicated by thz chonges irn total
incone during the lost two years which, according to figures obtainc:
from private scurces, risc ap;ruximatcl* 57 per cont hetween 1945 ~nd
1947, fluctuatihg subscquently at a level about 45 per coent hizlicr
than the level for 1945.

The risc in zgricultursl prices also infin snced thls trond,  oespite
the intensificotion of the growtn of total .uthO, the rote of increrse
of the price level tended tc be lower thoa durins the war yenrs. The
effect of increased dencnd on prices was counterscted by the .increase
in the supply of foodstuffs, beth of dowwest o ond forcign crigin, = |

In addition tc thesc fretors, which sorscod Lo Lhiiulabe prouctizn,
there were others which facilitetced the devilopacnt of rgriculturce for
the dowmgstic markct, .5 hos already been stote’) Lhe risc of pesduction
for this market occurrcd_sixultanccusly with ¢ 1 i~rkable incrense in
prcducticn fer expprt'purpuscs. This wos in dirsct c)ntr st with
provious experience, ‘sincc, in the prot, ony shorp inereascs in agricultur-l
production for the forcign iarket had becen ceeunprmicd by a reducticn or.
at least, by the ctagnotion of agriculbural producticn for the Jdesstic

/consuier,
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consunier., As will be shown, in later years the rgeverszl of this process
was caused partly by the changes in some of the factors which influcnced
agricultural production within the country over the long period and
partly by natural forces,

Prior to the 1930 depression, the labour requirenents of the sugar
industry were sufficicnt to maintain full employnent during the grcater
pert of the yeAr, When the industry attained a high level of activity
and within the linits cstoblished by the mobility of labour, the workers
were cttracted from agricultural production for the domestic narket by
the better wages offcrgd'in the cultivation of sugar cene., In view of
thesc higher rates of pay, the farmers whusc pgoduéc was intended for
doncstic consumption were compclled to chocsc between roising wages to
the level of those peid on the sugar plentations, or clse stopping
production. The first alternative caused narginal produccrs to be
ousted from the narket, and a corrcsponding decrcase in ﬁhe volune of
production, :

This position chenged radically after the beginning of the 'thirtics.
Fraa then on, the sugar industry absorbed lcss labour than in the past.
Furthcrmiore, the increase rccorded in other productive activities wes
insufficient tc offer cuployuent to labour not ¢ngaged in the sugar
industry., This ncans thet at prescnt the cconony of Cuba is faced with
a state of structural unemployment, which is intensified by seascnal
uncriployment, In those circuistences, faruers supplying the douestic
markcet are compelled to couwpete for labour with the sugar industry,

Just as cccurred before the depression of the 'thirtics,

On thc¢ other hond, the differcence between the wages paid to the
sugar plantation worker and thosc of other agricultural labourers does
not disappear with uncmployment, and even tends to become sharper during
the cyclicel upswing, in cintrast to the peried of growth of the sugar
industry. This ean be cexplained by the intensive activity .of the
syndicates in the agriculturcl sccbor of the sugar industry and by .the
fact that they have littlc or no influecnec in other branches of
agriculturc. .

' Fron the abéve, it will bc secen that two iuportant changes have
taken place in the corbination of factors which, over the long pericd
affeet 2gricultursl production for the domestic mnarket: 1) the
disappecarance of 2 labour shortage which, during the cyclical upswing,

/offected this
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affcetod this sector »f agrieculturc; 2) thc inerease, relotive .of less -
intensc, of thc custs of agricultural producti-m for the houe umarket, »s
comperced with those of production for cxport, in o mefsure corccshonding
to the effect of wages on, costs.. ' ’

The Evclution of Certain Cropg - oo

In ancther section of the present chrptor, 14 has bucn statod thot
the inerease in the unit‘yicld contributod substantizlly to increasing
suger ecne production, The following table bears ocubt this statcoent.
Froa these figures it will bo scon that tﬁene wns -an increasc of 18.4
per cent in the cultivotod cres between 1945 ond 1948, which coincided
with a 47 per cent risc in the yicld per heetare. Since then, the rate
of increase has been lower th"n that of 2948, thcugh hlghbr than that
of 1945.

Teble 28 Cuba: ATe0 horvested, Prx ducuukn and fjblq_ybr Heebare of
B Djtg hod t\r "G N l (;2-5‘1,1()’&9 .

Yeor aros harvosted Productin Yicla

(In thousands of |, . In thouson (Tens per hectare)
hcetarcs) Lohric

1945 943 29,550 28.9 *

w946 - 1,019 35,155 ’ 32.8

1947 1,123 18,935 . he.5

1948 1,183 : 50,639 41,5

1949 1,183 42,922 35.2

Sourccs: luuorin agucarcra (Ministorioc de agriculturs, 1940-46,.
Hobona, 1948); Yearbook of Food ond g;;icultV‘, Stotistics 1948
(Foud & azriculturc Orgemizoticn, weshingson, D. C.,¢}50), ‘
Yenroock of .ariculbural St:‘lsfﬁc" \dnilvd States Deoortient
of “,rlculturc d<sh‘n~t,n, L.C.y

ES

Noto: The crizinel figurcs have been o avertod into the wunits
‘dndiceted cbuve. ‘ I
The increasc in the yicld per uxbi during the post-wer yeors
wos principslly duc to thp fret thot elii~ti~ conditims wore rore
" fovourable and alsc,in » lesser degroe, to tie 1r+' cucticon of 1iproved
uothods of cultivation, , R ; .

- Despite this icpreveuent, the annurl ;dceld oe heetrre in the
five-year period 1945-1949, wos lower then thet rcc;rdod'during the
war ond pre-war yoors. (Sce Teble 29,) ’ o

‘ ' ' /Teble 29

~
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Table 29 Cuba: conuel averseo Yield of Suwsrcr Cone per Heetore in
- Sulected FiveeYear Periods

Yicld

Yoor {(in nctric tons)
- 1935-39 . L0.1
- 1940~hi; - 38.8

1945-49 . . - 36.2

S.ources: sdooria sgucarcere (Ministerio de Agriculturz, Heobana, Cuba, 19405
sgricultursl Statisties 1948 (United Stotes Départoiont of
agriculturc, weshington, D.C.) cnd offieial publicstions of tho
Cuben Governiont,

The eonstant reduction in yicld haé‘all the chor ctoristies of o
long~tema process, nnd it has beem fully dealt with in the chopter
on cconomic dcvuiupmcnt.'J For present pyrposcs it is merely
pointod out thot the adverse cffect on the costs of produetion is, 1o a
‘curtoin extent, compensated by the long-term increase in the sugnr
content of the crne, rns 2 result of the intr.duction of new vorictics
of the plqont.

sncther fecbure worth noting durdng pericds of high production is
Yhe ratio between the totnl crec planted with sugar conc ond the land
~owned dircetly or indircetly by the sugnr mills. In 1948 the sugnr
mills owned 1.8 nillion hoetrres ond rented n farthcr 800,000 heetores,
thus :rking 2 tet~l of 2,6 1dllion huctrros.;/ In 1948, cut of - total
of 1.2 rilll n heebares plonted with suger crnv, the suo ' udlls owned
approxirntely 900,000 hectrres,

Owing to the cgriculturcl iethods cuployed by thc4sugar erne
plonters, o considercble part of the l~nd which is not used for cono
cultivotion lies completely £-11low for leng periols, 4 deteilod onnlysis
of the problenm - which would be of the utiiost lmportrnee t0 the country's
auriculturnl dovelopuiont,- eonnot bo errricd cut ot the present tic in
view of the inrdcquotc dote ovedil-blo.  Such on onalysis weould deterine.
among othur thinzs, the offucts of the non-utilization of land on: 1) the
cxprnsicn of eultivetion for Jduacstic consumption; ond 2) production
costs _f erops for the donestic mrrket, It would nlsc show to what
degres oxtensive ~griculturce - espociclly thot of sugnr conc - is

Jdependent «wn the necurmletion of vost rescrves of land.

1/ In 1946, 75,2 pur cent of ‘the cane-cutbing arca was in the hands
of the sugar mills, (Scc Memcri~ Agucorers 1940-46, Ministerio de
Agricultura, Hobana 1948.) The estinate for 1948 was based on the
nssumption that there hed been uo change in the proportion between
the planted area and that held by the udlls,

/Icbaceo
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Tobace)

N

Due t. the 31.2 per cent inereose in tobacco preduction botwoon
1945 oand 1946 and the prospects of dedrensing foreign demnnd, the
governaent feered a surplué of unsalcable tobaceo and a substonatiol dep
in pricc, Foced with this dongor, the government, in 1946, pronoscd
the sctting up of & Strbilization Fund, for the nurpose of meintaining
prices ot 2 winimun fixed by low.

To this end, the govermuent purchoscd wn the froe narket the
unsold surplus of each harvest -l held the stocks until thiy could be
placed on the narket without cocusing o £211 in price.  Botweon the date
of its inception and the bezinuing of 1942, the 3Stobilization Fund h-d
bousht up 5.3 million lkilogrammes <L tibreeo lo-f.  The funds roguired
for thesc transactions wore provided oy 2 tax of one contfve on onch

cou

packet of cigarcttes oroduccel in the

unirT, )

Furtherucr:, the Fund s.ugit t: Moot crous in order to avoid
surpluscs which it wculd be unabic 4 buy wp wich its .wn funis.
Howover, proeductica in 1947 surnassod the totrl fixed by the Fuad,)
since the high yicld per unit ol the provicus yor wes e97in rocorded
and only a very small rcducticn took nloee 1o the votnd arer culbtivated.
4 substantial cut wos mcde in the 1948-49 ¢ rops.  Howsver, during the ‘
pust—war yerrs there his nct been = sinele ingt-ucc in which the lovel
31

of producticn hes not boen ot lcast 10,8 per cont hishier thon e

average cnnual pro-wer level (1634-38):

1icld per iHiuctore

Toble 30 Cuba: Tobnl Tobnceo Pro

Year Procuction Yicl's

(qeirt-ls)
i .£

1545 &
6.2

1545
1947,
1<
1649

~

.

N O

<
G
/
.3

Sourcy:  Publictotions issued by the Clumdsidn wrecionnl de Dofenst y
Prcpagonda ddl Tabres d-bang (N-biarl (o sidssioa for the
Dzfence -nd Publicity £ Hovens Tob ce o

Sincc 1646, the yicld per wiit hos bocn hisler thrn the pro-wer
lovel, which ~vernzad 2bout 4,8 quintals por hicetrre. Thie incrensce.
in the ttb”ccu-yicld, wilike that of sug~r cone, con bo lnréoly

/oscribed o
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ascribed to the more intensive usce of fertilizors in the cultivetion of
the crop., ' ‘
Products for thc Hume Markct

Between l9h5 and 1949 the productlon of foudstuffs for domestic
conswaption hes incrcased at a grcater rate than that of the prﬂwth of
the population, as will bc scen from the fact that, whilc the lettor
showed en increpse of only 5.7 per cent the population increased by

11 per cent during this period.

Gonerally specking, no very outstanding changes occurred in the
rclative importonce of the various crops comprising the total., At the
ond of the five-~ycar period, maize was still the main crop grown,
fcllowed by ccffee and rice, though in 1945 the position
of the two latter had been reversed, The prinecipal chonze occurred in
the replacing of plantains by potatoes as thc'fﬁurth largest crop.

The following teble shows the changes which took place in the
production indices of the above foodstuffs and of other crops grown

mestly for home consumption.

Tablc 31 Cuba: Vslume £ Production Indices for Sclucted Preduchs

194,6-1950

1946 . 1947 - 1948 1949 195
Ricor 106 111 111 96 ..
Potatocs 127 105 126 . 160 178
Coffee . 114 106 83 122 97
Beans 120 a8 133 134 .
Maizc ~ 100 103 117 105 .
Planbains 113 141 130 114
Tubers ’ 117 120 126 116
Pecanuts ‘ . 216 186 - 91 63 31
Ccesa . 128 143 152 162 . 152
Henncquen . 107 00 © - 96 76
Brnznas 112 112 101 78
Pineopples 113 132 141 105
Oranges . 86 . 88 120 - 102
Leiaens a7 97 98 91
Gropefruit 120 121 126 145
Totol 112 112 116 111

Scurces: Censo Agricola Nacionel de Cuba, 1946; Yecarbooks of Food
and Aericultural Stotistics ond Mcathly. Food and Agriculturel
St~tistics Bullctins of thc Food and Agriculture Organization;
Econemic seview of Cuba 1945-49; Intcrnaztionsl Reference
Scrvice, United Stotes Duygrtnunt of Commicrce; Publicrtions
of the United Statcs Dcportizent of Asriculture and other
private and officisl rcports dealing with Cuba, '

Notd: For weighting purposes, the prices of the sclected products
on the faras was utilized, with.the exception of the date
nublished in the Censo Asrlccla Necional, The following
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The or.duction indiccs for five importont itons in the Cgbih dict
th~t is. rice, boons, pubotous, cuflce :nd'mcizc, sh w 2 Cifferent
trond friom thntVf,f the tot21 index, . The production indjees rusce § per
cont butween 1945 and 1945, but fell in 1947 to 2 lcyvl only 4 per cont
hither than that of 1945, During the course of the noxt two yeors,
prpdﬁcti;n swuns upwerd, sc thot by 1949 the qunntumfpf production hod
reoched 2 pedint L4 per ccgt higher thon the 1945 lovoel,
Trble 32 Cubr:  Producticn Indices fur Five Brsic .rticles f Cuban
Dit 9/ Boasc: 1945 = 100
S 196 109
‘ 1947 , - 104

. 1948 111
19’%9 . ll/+

- — S ——————

S.urcu:  oce Toble 27.

- —_ - ) - L

o/ Those inciule rice, bens, p itk ocs, coffece
rnd oLnizs, ' ' : o

Brozlly spetking, it sy be stoted thet 4h rto f developiond of.

the ab.ve fo.dstuffs wes lower thon thet £t £°1 ~grisultur-1 roduchion.

Pototocs .
#ithin this sr wp, pot-tocs revenlel the reatest rite of orowbh

notod in the post fow yoavs, The ¢.nbouts £ Trble 31 indicrte thot
the voluue of production of this tuber Zncrensce! by 78 por coat-botween
1945 ~n’ 1950, | | Lz

-Tho cxcepﬁi n~l rise is typieal of the results obt-ineble in o
short wericd if steps mro token - souwetbines inv.lving 2 nderrte
expenditure -"in .rder to wvercuic thé indirces bstrcles to the

developnient of the eultivetion .f o ziven pr;duct for tud d ncstic

+

merket.,  Sinee the 'thirtics, proluctive teosnique en? the yiel! por
wit of cultiveted ren heve en~bled blic hiiv-2r v potobs 0 o anwte
successfully n the-loenl wworket with the £reisn pr Cuct, Nevertheless,
demestic production hes slways buen unrble’ o fies the c.unbry's spporent

t.t~l consumptin o, vhet is cire, the rote of jr wth f this

(C.ntinu~tion _f n.te t. Toble 31)
frouls wes usced for the erdeul-~tion f the indiceo:

- Py

> Pl




E/CN.12/217/Add.5
Page 54

sroluckion, frow the end of the depressi@n until the beginning of the
Dostewer period, was lower then that . eonswption

In Cuba, os in other hot climetes, the principal obstacle to the
cxoonsion of pototo cultivation was the inmpossibility of kceping the
pr.duct in zeod eondition for a period of wore than 3 or 4 nonths, in
vicw of the lagk f nlequete storose froeilities., When ~t the ond of
the war the S.vernment built six rcfrigerated werechouses, it ws
5 ssible t store leric quantities -f pototoes within casy reach of
the reo whore they were srown.,  The offeets of the inprovencent -f
wrrchousins fﬁc%litios on the volwie of preducticn wore felt within
a2 short spree of tiuc., It is hordly likely, however, thot procuction
will ¢ ntinuc t: oxpnd ot the rrte roeecrded during the joricd 1948-50.
unloss the prescent corneiby of the worchouscs is inerensed ond cthers
~r¢ built in the -rees Joveloned sinee the cnd-of the wr, .

Ne sueh pr o nounced chene osceurrel in the production £ -~ny of
the cther £our bosic crops thoush they ~thained &t éone tizie in the
1946-1550 pericd, the oxiian ;rqdécti;n lovel reerrded for the prst
twe luendes, and possibly cwven fir the contury.

C.ffce

The 1-raest coffee hervest wes cbbrincd the ye~r following one of
the sm-ilcst for the prst fow yerrs.  vernze mnnuel productizn for the
period 1946-50 wos .nly slishtly hisher thon thet of the two preeeding

i

full§win“ t-bl.:

fivo-yerr poricds. ns oy be scun froid the dat~ ¢ nt-ined in the

T~ble 33 Cub~: wversce annutl Coffce Productin for Three

Five-Yeor Pericds .
Five-Yorr Preducti n _
Puricds ~ (In thousonds _f metric t ns)
1936-40 31.2
T1G41-45 31.9

. 19M6-50 - 32.4

S.urces:  feorbork of Food tntd ariculturc Statistics 1949
(f .0 antoriculture Ors~nizotion, Woshingt n,
0,0, 1950); Cens - arrfecln Hreionzl for 1946
n Yhe Cubon Institute for the Stobilizeticn
T C ftee.
. /The v o luac
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The volume f the c:ffee crop wes procticnlly strbilized, despiti
the necsures adopted by the nutheritics with ~ view to incressing its
or.duction, It is worth menticning scne of the oroblais which risc in
¢ moeti-n with ecffec cultivatiosn in Cubs in order to uctc”;lnc Just
wh~t f-ct rs have contributcd t. countersct cfficinl ond pr;vntn
enterprisc in this ficld, .- '

Since the cizhteenth contury, cuffcoe hrs been plrnted in 1Vl tivelyr
stnll 2rens Of the country, the only ones heving the uc‘lqgichl .
cenditicns necessery for the production of 'the berry., The oxonsion.
of the suror cnne plentaticns during the praéenﬁ century serwos to.
reduce still further the sinll acren 2llthed to coffec,

The eontinucd use of the scoil in thosé rosiond sver o loag
poriod, ond thoe cnpldyment of dnadeguate nothods of cultivation -
have diminiéhed its fertility %o such a point that tne present yield of
coffee per unit of cultivated land is one of the}smal;esu, if not the
least, in all Latir Ancrica. The 1olw0111 tdLlQ shous the yield per
hectare in Cuba to be lower than thet of Geatenela and Brazil. which
countries, in their turn, do rob show a very ligh level ol production

per unit of cultivated land.

Table 34 Cuba: Coffuc Yicld per ilsctarc in ‘uatemals Brazil & Cuba

(In metric quintals)

Country feriod Yield per Heotare
Guatemala 1943 5,48 '
Brazil 184749 L. o5

Cuba CL5 3,50

- din o -

Sources: the Jorld Coffec Industry, a pr ;*Anfnary Study prepar

— e

by the up»Clal Commission for thc Inter-duerical Lu.fc,
Board; Servig¢o d& Estatistica da Prcdugao, Migisterio da
Agricultura, Brazil, and Censo Ag:icola Jdacional de Cuba

1946.

The position of Cuba is. cven worse if we comparc the yisld per

bush, 4According to the data published by the In.cr-Amerzcan Coffec
Board, the Cuba n plants yiclded 140 grammes <ok, whaercas. in Cuatomale
and Brazil (in the 3tote of 530 Paulo). they viclded 460 and 264

. 1 . .
gramnes rcspoctlvely;*/ These differencos in yicld alone would tend

1/ Sce the Report on the Jorld Coffcc Conditions, by the Inter-Amcrican
Coffec Board, y-shington, D.C. published by the Ascciacidén Cofctalera
de El Salvador, in 1949, ) . '




E/CN,12/217/Add.5

Page 56
to raloe th cost of produﬁtion in Cubs above thot of other countrics,
The dlgcrupsncy butwccn the locel and foreign cost is accentunted by the
differcnce between wagus paid to coffce workers in Cuba ¢ 1nd.those padd to
them obroad, The aversge wagé in Cub: is 2,5 times higher than in Guatemnlo,
from 1.5 to 1.9 times higher thon in Brazil, and higher still than in other.
coffce-producing countrics in Latin America. (Sce Teble 35).

Toble 35, Cuba: Day: Wages Epld to Unskilled Lobourers_on the Coffce
T Plantations in Cubr, Brazil and Guabomels
T Dollqrs - 164,5. 5 L6

Comntry  Dag-wages
Guatcmala 0.46
Brazil ‘ 0.55 - 0,65
Cuba . 1.60

Sourcc: Mlmcooraphud Report on Coffce issucd by the
Inucrranor1Cﬂn Coffcc | Bourd, poge 280.

The rcport from which thc above data was obtwlncd 2lso contains
otails covering the mmber of man.-days quuerd to producc a 60
lilogramme bog of coffce in various Central and South Jmericon countrices,

If it is agreed to cecept the rosults shown for Cubn, which would
scem to suggest o, very smell opplicotion of humen labour, ﬁhcn it must
be concluded thot the productivity of the Cuban coffce worker was 3.3
per cont to 24 per cent higher than that in Drozil and 211,6 per cent
to 220 per cent higher thon that in Guatemala ;/

The foregoing feacts bear out the statement that the costs of coffce
production in Cubs werc, and ‘continuc to be, excecdingly high, ° Their
absolute lovel is so high that, under normnl conditions, thc Cuban B
coffee plenter would not &be in o position to focc forcign compotition,

In order to zvoid the discontinuction of coffcee plenting the
Government resolved during the fthirtics, to cstablish o hish protoctive
tariff on this product., With the encourcgement offercd by the raising
of demcstic prices, 1t wos possible te increosce production within o short
time, though domestic per capita consumption was reduced, It became evident
that in achicving the rapid stabilization of coffce production at a level
aprroxinate to that of consunmption, there remained no means of stiomlating
production other than the incroasing of denand, But the only nethod of stiaining

;/’Though the figures for labour productivity in Cuba appear to be
sxaggerated, the differcnce between the wage poid in Cuba and in the
other countries is grenter thon the differcnee in the levols of
productivity would sgggest. /this objective
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~ this objoctivo wos the ruductign)of the prizc of coffcu on.thu’homc‘
market. which, in turn, implicd incrensing the yie%d or incrucsing the
productivity of the coffce workor.l/ The incasurces adopted aftcr the
cstoblishmont of this protective tariff logisloticn did nothing to
remove the obstocles to the oxpension of coffee growing.

. Duringz the pnst fiftecn yenrs, the only dyanmic impotus giVun o
the plenting of eoffee wos that ~rising from tho incrorsed demand for
the product. which ecn be aseribed to the inerceses of income and
populetion, Prices, however, had the reversce offcet, showing on
almost constent tendeney to risc cver since 1936. A )

Since bofere the wer, preduction hins largely conformed to the

pattern of domestic demend, which exponded 1ittle dufing this po;ipd.
chce'the fact that production shows only = very moderste increase, os
mry be seen n Toble 33,

*

The cost of production of this cercel is .wech higher in Cubs thon
in many other Lﬁtin’Am;riCnn coundrics, for the fH]lleving rensons:

1) The limited yicld per uwnitarcs due ¢ ohe cocl: of vardetics sulted to
the eeolegicnl cenditions in Cubn rud the foch thet thoe greatoer

port of the rice crop is grown on unirrigoted lond.

2) Cubzn cgricultural wages arc higher thrn those of othor rice-
grcwing countrics.
3) Lack of mechanizeticn in the methods of cultivation end thercefore

2 low productivity rate pcr rice grower.

These frctors cvidently restrict the veluiw of ricy pr.duchion in
Cuba, Until they hrve beon renoved, the only possible stimulus to
production is B shorper incrcasc in price tlin im cgriculturcl W?gusf
Only in this way would it be femsible to pl-nt rice in aress which.
at o different pricg level, weouid be considolod pnrginal.”

Rice production incrcascd during the first fow yoars ofter the
wor dus to the risc in price. ihen the pricé Fel, v tiw cna of thg
1945-1949 period, preducticn bogon to decrersce.  [hwover, the winimw:
level which might be reached by doiestic produetion if prices continuc
to frll, is =t proscnt highor'thinAthe pre—verr minimum, This con bo

infcrred froa the incrense in the preporticn of riec grown by Ledern

1/ There wes, in fret, one other clbernstive, thot of experting the
coffce  surpiuscs, Howover, the diffcronce botween world coffoc
prices ~nd thesce »n the Cubsn market « the latter in 1939 were
acturlly 4,8 times higher thrn the former,— would mnke 21 necessory
t.a pront on cnevrioane anhaddy fa fhe aynortarn e o shbcdn an
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iivthods of cultivotisn ond, thereforc, at l1ow codt,

Arwng the five basic erticles of diet slready mentioncd, ricc wos
the .nly once of which the supply for domestic consumpticn increascd
butween the preewar perisd and 1945-1949. Teble 36 shows the reducticn
~s n percentnge of the ather four foodstuffs as a percentage of tobnl
donestic production.

The decreose in the relotive importance of domestic preduction
undsubtoedly points tc the slowness of its growth us comparcd with the
dovelopuaent of domestic dennnd. It alsc indientes what could ceeur if.
following o plon of industrial developuent, investuents were inercascd,
In this cnsc, the growing necd for imported foodstuffs would restrict
foreign cxchange cv-ilrbilitics required for more esscntinl imports.
Trble 36 Cubn: Percentoge Proporticn of Focds of Doncstie Origin

in the Totnl Apporent Aveiloble Foodstuffs in the
Periods Indicnted

Avercge apnunl percoentage

Pr.ducts 193739 1940-49
Rice 7.0 18,3
Berns . ‘ 64,0 61,0
Potatocs . 70,0 65,5
Maize - 105.0 100.2
Cuffee 136.0 90.8

S.urces: P,G, dinnencn: The Azriculture of Cuba (United
States Departuient of Agriculturc, Voshington,
D.C., 1942) ~nd the Ecun.ide Coumission for
Lrtin Auwcrica of United N-ticns,

Other Crops

The p;oductipn of pecnuts, which hod reached a high peak during
the war, begon to drop in 1947. Honnequen production 2lso declined,
but thc drop wes less scevere thon in the case of pecnuts.,

Thesce £711s were caused by entirely diffcereont factors. whereas
the decline in the production of pecnuts was brdught cbout by o
corresponding decrense in domestic production of edible vegetable oils,
resulting from fereign copetition, ond ¢ sirmdtanecus contraction of
derrnd for rew mnterizl fer the industry, in the easc of hennequen the
principnl factor wns the deercasc in world demnnd for the preduct.
Henneguen \

The diffdculties which henncquen ~t present cnecounters on the
intecrnaticnal ncrket can be attributed to the scoe scuree os those

' /frecd by
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cced by cther Cubsn crops, ond not to cny porticular circunstnnece
affacting this prodact aline, This categu“y cunpriscs crops which
requirg‘a substontial amcunt of lebour in the productive pPOCuSSl/&nd
thsse which do not benefit froi the notural cenditions which give Cubn
a censidersable advantage; ns 'in the ease of sugor conc, over her

c mpetit.rs,

The reasons which arc not relevent to the presont annlysis, the
level of'daily wages paid to Cuban agricultur-l hands is highur thn
that .t nany other countrics with the saizg ceonuade structurc ond in
a similar stage of dovelopaent. This bcing s, these crups, owing to
their high production cust, camnot cuupete on the internnationsl iicrkct
with those of cther c.untrics whorce ngriculturnl wonges arc lower, This
tendeney hos beeone shorper in Yhe post for yenrs, in view of the
relotively grecter roising of dhy-wornes in Cubo thnn in cther under-
developed e untrics, '

Hennequen of fers ~ geod exqmple of this trend. During the wr,
Gubs wrs in -~ position tc'cxpurt this product, despite its high
~rgricultur~l wrges, becruse w.rld shert~ge £ the fibroe h-d crused
prices t» rise even were thron the cast;cf preduction in Cubs.,  Hoawover,
~t the cnd of h.stilities, world heancgquen supplies expnnded and the
upshot of this wrs o f~»11 in the quotcoticn on the Unibcﬁ Strtes nerket,
Cub~n farners, foced with the incl-stiecity of wnges, were uncble te
~dept their costs of prgdué%ivn t. the frlling price level, It is n.t
t> be wondered ot, theref.re, th 't foreipn deownd s gt cther scurces:
of supply ~nd thot dorustic pr ductdin deercrscd L+ such on extent
th-t it did ne mere thon moeet heae douond,

Bononts -

The £-11 in the priducti-n of bonanss which, a.nriori, wight have
been cscribed to the snue fretors s offoetcr howmoeguen, had, in fret.
o different origin, Cubn eon coupote wilh the other thin‘AmcriCﬁn
producers of this fruit, despite tho cous wogeé in the cost o f

producticn, sinec the wnge lovel ir the brnrns belt is is considerably

1/ Referenee is nade to erops in the cultivati o of which 1ittle
or no mechonizatisn is pessibloe,

’

JLower in
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lower in the rest of the country. This ~niucly con be explained by the
t tnl isclation of this regicn (the Northenstern part of the Oricnte
Pfovinco) frem the rest of the islend, together with the lock of sny
other ipdustri~l or agrlcultur“l ~etivity whlch might absorb pctontlﬂl
lobour sources located in the area.

The substantial reduction in the #olume of banana productio ariscs
fron the spread, during recent years, of the porasitie discase known
cs "signtoka". The cultivotion methods-usced by Cuban bonana planters
wnke it difficult to ccoubat this pest. Unlike the systcon used in other
countries, the crop is cyltivated «n smn%l plots of 1and by indc¢pendent
plonters who, as a rule, have o very low incuae level.

It is generally recognized that the effective ¢ .ntrol of such
pests requires th¢ investment of l-rge swis fur sproying cquipnent for
disinfectaonts, irrigoticn, end for the services of experts in this type
of werk. The vast senle of the prelivinery disbursecnents practically

bars cny ~ction by the Cuban planters under present preduction
conditions. The .nly pessiblé means of overconing the difficultics
would appear to 1le in some forn of ec~ordinated action by the planters,
with governient cssistaoncce.

Bvolution of the Technicol Fnetors of Pro ductlun

Mbchﬂnizstlcn ST hericulture

Reln txv»ly littlc progress w2s inde in the wechrnization of Cubnn
~griculturc until 1945, os coupared with deLlcpupnts in other aspects
of the countrY's eccnomde activity. However, fras that yeor the use of
nochinery has inereased nctebly, cspecinlly s regards the igtrsduction
of tfactors for agriculturnl work,

Trble 37 surinrizes sae f. the chenges Qﬁiéh took ploce during
the five-year periocd 1946-1950. The datn cuntcined in this toble shows
thot the number of troctors used for agricultural purposes incrcasei/
from a total »f 1,888 units in 1945 tu approxiactely 7,150 in 1950.

1/ It is intcresting tu note thrt cporoxiartely 53 poer. cent of the
treeters in use ot the beginning of the period had bacen cpercting
for less than 10 ycars, whercas in 1950 nearly 2ll of these (98 per
cent) wePe in such condition.

/Thc totnl
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¢ trtal available hurscpower inerenscd ~ugh t. o lesser degree
The total 1zble h p iner 1, though . ~ 1 g
than the sctunl nuwiber of troctors, duc t. o deerense during this
period of the avercge horsepcwer of the cquipaent uscd throughout tng

country,

Table 37 Cuba: Hunb.or 5f Troeters Used in Asricultural wWork

Types of treetors IT:tod nuber  H.P, svailnblo
Trocl-loying Wheel

(units)

1946 1416 - 472 1888 57.075

1950 2020 5130 7150 185.900

Source: Cens. Agricula Naci@n&l de Cuba;'l946, ~nd United Strtes
‘ F.reign Trode deten, '

Nobus The 1950 estinnte of ~vailable trochtors was br scd n the
fellowing dotar 1) United shnbc szo;uQ of trocters to
Cubz 2nl 2) the Avurage life gf o fr*ct:r in Cubn. The
estirte docs not inclule trock-layine tract.ors with drow
bars of wver 50 H.P., nor does it inclule thosc inported oy
the Ministry of Public Jurks, ond whoel trocet s for _
~'ﬁ"rd“ﬂlna, since it wrs cousiderod thnat the L e fre not
pl\ycl in cgriculturnl work en theblattoed eniy
o linited oxtoent, :

In ~rder to obt-in suie idea of the clirnges p=de in Cuben
cgriculturc during thc post—unr yoors, it is sufficient to c.apare the
rotio of tractors £ the totnl cultiveded surfuce in the first nn? 1ost
yerr .f the perind 1946~195C. Acc.rding t. the isricultur-l Cunsus i
1946, there was ono troetor per 1,04k cultivited heebnres, whorens by
1950, it wms cstiuw thrt thore was one trnctor per 320 heet-res

An cven more sizuifiec~nt indication o ~f the aegrec to which Cuben

i
of trocters with the cultlvntm heetore, cerelndiog the nrea -n which

scid-perannent crops are grawn, in coffo0 ;s Thntoon, bonont aid cther

&

™

fruits, hennegquen ctecters, the cum:h‘at:9~ fwilich »'idibs only of 2
s.anll degree of neehanizotion, Und vtvt Jy, no neesrobe dotn are
o LQS(. Howee: ST,

[¥N

e
L, a8 a.

e

evoileble on which‘to brac nn ooezuiio

rouzh obtiinnte, it is seeaiicd thet tne promvoriioy oL arca «n vhich

nzriculturce has buen reehnnized ean be obiningd by couporing the nunber

these crops cre cultivated rounined ¢ mst b bebaced 1%.5 ~nd 19580, it .

¢ be deduced thrt there is now wne troctor per 235 cultivated hes
The chrnges in the tyoe ~nd horscpower of the ;achxnuly nsl by
/the Lir.ors
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the frrmicers in Cubs are cs striking cs the iﬁcrcasc in the number of
trect.rs. fUntil=the ond of 1946, the track-laying tractor was the”
type st cormionly used, represcnting necrly'75 per cent of the tetal
auiber of troctors in the country. By the end of tho 1946~1950 pefiod,
sirll types of wheel tractors for genernl purposes represcnted almost
s hizh a pcrccnt“ge of the totel nuwaber os was represented by the
tr-ck loying type ot the beginninz of this period, It should be ncted
tht in 1950 iuperts of track-laying tractors surpassed total iuperts
for the four pfovi¢us years, wherens in the 1946-47 period imports
included four-whecl tractors for every trocl=lnying troctor, in 1950
imports of beth types werc aliost equnl, In this yeer, 1,064 wheel
trocters were inported, -s agoinst 896 of the track-laying type, The
reason for this change in 1950 is not certrin, but cce.rding to some
authoritics it was partly duc to the large scole roplnccnent oI wern
out track-l-ying tracturs in scrvice cnd in part to the increased
vechrnizrtion of ~gricultural werk,

Table 38 Cubz: Por cent Distribution of the Vj;;gp@ Pypp s of
Trhqgggh in Uge in 1950

Tyne £ Troctor Percentoge of the Toetal
Trock-laying ‘ 23
wheoel:—~

1 disc 6
2 u L
3 n ]_Ll_
L " 8
72

S.urco: asic datn froo United Stotes Forei-n Trade
Stntistics.

In the preceding toble additionnl detoils for 1950 arc shown
concerning the distribution f the vorius types £ troctors, Tho
1946 Census cdnatc thus for publishe! -reinsufficiont f:r the drawing of

a sotisfretory coipnrison botween “istribution in the first and 1nst

4

years of the five-yeor peri d under review, However, isclated stotistics

rcferring to 1946, ond those contnincd in Toble 38 lead to the
conelusicn thot, ns o rule, the surller type tracters at presont
predominate in Cubon zoriculture, Fifty per cent of the totrl nuwber

LR

of tpretors in use were of the once and two disc-wheel type, and if

/thesc are
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these are added to the total nurber of track-laying tr"ctdrs J; “the sone
horsepbwer, this crtezory would eonstitubte cboub 62 per cend cf the
total, h \ '

) Further cvidence of the chonjes -indieated in the l-st paragroph
can be found in the average heorsepcwer reduction from 30.2 o 26 in
the troctors in use, The chonze in the type ~nd horscpower of the
trwct;rs uscd would oppenr to indiente that the ciployuent «f trachtore
has sproad to the ncldius sized farus, _ ‘

There are othcr frets which bear cut thisstnteont, Fuor instance,
cceurding to datn obtnined froo private scurcoes, the tiue roquired by
w. diso tractyps to enrry out the fiilowing spocificd trsks o inc

heetrre of soft Gorth in Cube, is s foil ws:

Broskin: L hours
orroving | ’ L-hurs .
Cr.es ;L. u hinz 112 hours

rem:the stie sources, it hrs been lerrnel thot o tr-ctor works
’3 whichn neans thct tuess threo- brsie

-

on the avern~-a 700 hours ~anus
crricultural tisks,in ailition b cthers, oo bu carric! cut by tws
dise troctors,” on vlote of Irnd voryine vetwcen 55 cnd 60 heetares.,

It is quite likely th~t this type £ troctor is olse usud n sugnr.cong
plantaticons of less thon 55 cultiv-ted huctnres.s Fven when the size

=f the helding is insufficiont for - troct.r % be used ceon ndlenlly
fur'sqwing ~ngd cultivetin: Hurm.ses, ite usc c'n be justificd whon it
is taken int: 2ceount thit the tronsp-rting of the éug“r cone represents
on 2porecinble vart of the recl nwiber of hovrs Juring whidch the trect r

is usci,

-

Foct.rs which Dotermdne the Intunsificrti n o f the Process f .oriculturnl
bschondzgntion '

This pr-blem vhich hes boon ¢ msidors . bricfly in -~n.ther sceticon
of the Crmpdssicn's Heport is cdenlt with ot crector lencth in “his
ch-pter.,

The f;ll:wini date and ¢ nelusi ns rofor ~rlx to the cultivaticn

sohweh nizoation f

of suzrnr etne. as o rule, the f-etors borrin: n th

J

thiz crop ore coann t; <biavrs, ti-ush i the ¢ ursc of thisg onalysis,
cortoln stntuents w ll be nde which ~re exelusively conceracd with the
sort erop. In 1940 nccoriling to orivote ostiiictes, tho weses prid

/in this



E/CN.12/217/Add. 5
Page 64

in this activity rcpresented obout 52 por cunt of tht gross incoie
derived fron one cultivated heetore of sugar cene. Five yeors later.
this proportion had been inerecsed to about 61 per cent, as a result
of zovernacnt legislotion cintrelling the level of agéicultural wages.,
Until 1947, the pusition rencined uncheonged, but sinec then the share
_f weses in gross incone hns inerersocd, as a result of the wage level fsllid
vroportionately to a leséer extent than the price of sugar cane and suger
Even when the rise in wages bere heavily on the planters! aargin of
or fits, it w.uld nct eppear thet the cost of produetion showed a
tendeney b incressc to such an extent as t o signify a short-term
threat to Cuba's coupetitive capa&ity, For’ Cuba to losc the advantage
which it has sver _ther suzar growing c.untrics by reason of the cost
of its agricultural producticn, the inercase in averaze. woges pai
to cgriculturel labour weould have had te be considerably grcater.l/
Furtheriore, under post-war eonditi.ns, the price cf suzar - cven for
the nargincl producers, — reuained well. npove the cist f production.

It c~n therefore be infoerped that there wa§;n~'nsoﬂ t» lower the
¢ sts of production in Cuba  tec cnable that country to ecipete on the
world morket ~nd thot, in conrequences, these,costs had no bearing on
ticehoniznticn, which is, <n the cther hand, influcnced by the pressure
of wrzes on the morzin of profits,

4 sce.nd foector which ctiiwl-ted the rate OF icchonization was
undcubtedly the risc in the incones of the ecne growers, which enabled %/

[

o lorser proportion of these plenters to cequire winchinery and implcements.

1/ It is intercestins t. ncte thet, until 1945, the average cost in
dellars of the eone or bect required to produce cne toen of
saccharose was 49 per cent hicher in Porto Ricu than in Cube,
111 per cent hisher in the Stote of Louisiana (United States),

32 per cent higher in Trinidad oand 171 per cent hisher in the
bect susnr producing stntus of the United States, Further deteils
will be found jin Coracteristicns Fundonentales de la Economio
Cubcna by Julinn .licnes, Havane, 1950, pazes 115 ct scquitur,
where referenee is tnde to the work published in the Annusl Report
(1944-45) of the S.uth ifrican Conc Growers asscciation, S_uth
afriecn Suzer Journal, Vo1,29, (1945) N.Y. which denls with the
costs of suger production, :

2/ It should be kept in uind thot the price -f agriculturcl nnchinery

hrs increased tc o lesser degree then the cgriculturel wehses paid
in Cubz 2nd less, 2lso, then the srowers! net incoue, .

/Fr..i the
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From.tho fullgwing‘t?biﬁ, it will be scan thnt ﬁbo,;rcss inc.uw

per cultivoted hoctarc f cone inerensed frém 71,73 pests in 1940 b

-

~ arxirmm of 288,39 pesos by 2947, f£2lling to 223,15 pescs in 1949,

Teble 39  Cuba: Gross income per Cultivated Heetarce of Gong 'n41_§j

Held Individuc ¢ly by the Plrnters: 1940 cnl 1 OL5-4C,

(In pesos) *
Yeor ‘ _ Cross Inc .o
19,0 : 71.73 c T
1945 - 126.22 -
1946 152,78 .
1947 288.39
1548 251.94 -
1949, . 223,15

-

g e i ot i a8 - - e - -~ . .
Scurce: Cutan Minist Ty of Asriculture ond anunric azucarcro do

Cuta, 292G, Cuba Egoodmie v Finanmcicra, Hhvena, 1951

N t:o: The cstinate has becn inde jn the nucunts pryablce
¢+ to the jrower by law fox his cone crop, neenrding
t. the industri~l yiell f the suzar hall L. which

the cine 1s sold, Thc avers e 1 ooestie yleld cer

.

heetare for cach of the yerrs in question wos also

teken into ascount, 22 wes the Affici«l avers,

prico ~f susnr, : y .
C.renring the dete e.nteoined in the obhove Loble with thc ro;ia of

x

labeour to :ross inCva, es shown abeve, it will be scen that the t: tal
net inccmie ver cultivate? hectare (f conc hes inercoscd substantially
betwoen the pre-wor porlod ~nd reccent yeors,

4 third foetor tending to increrse mechenizaticn was the inerensc
in price f draught ~nimnls, and cspeciolly of oxen. These still pley
on impertont part in the tr“nsv,rt of cone Jroia the plantotions to the
reilways., .

There arc still thor faet rs, thoush f &5 nsilerably les
iuportance which offeeted the srowth -f nechonizotion,  fucns these ore
the oxpansion f credit foeildtics to the srower b Jdistributors of

agricultural mhchincry.

Effccts of Mechonizotin .
The use f nmochinery in oordeulture raiscs o problon of fune JVnt 1

impirtenee to the country, ond (ne which will uad ubtelly beeuie uru“tcr

when echonizotion  is oxtended to inclule thot ohnse £ cultivetion in

which productivity is lowcest, thot is-t. say, in the cuttine . f the e-nc.
There is no ¢ ubt thot rochanization involves Leehnel:ienl

- JuncrployLent ont
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uncrployuent and thet the export industrics are uncblc t. absorb the ‘
labcur surplus, It is up tocthe industries supplyin;; the hone morket -
enl to services to zbsorb the uncmployed, but these have develpped
sufficiently to do 50 caequately. .

When the problen is stated in thesc terms it beccmes evidunt'that
the further devclopncnt sf agriculture dopends on the considerztion
and scluticn of certnin difficulties that cre closbly‘linked to o
policy of orsnniec developuent of the eountry. '

Aericultursl Credit

£

The first step toward the establishient of an adequate system of
agricultural credit wos takoh‘about the end of 1950, when the Gevernuent
sct up a public institution, known as the Banc. de Foento Agriecla o
Industriel de Cuba (izricultural and Industrizl Doveclopuent Bank»of
Cuba), with & capital If 15 millicn pesos and & st—called "Fendo de.
Fomento® (Devoleprnent Fund) of 10 :i13ion pesos. The Azricultural Development
Scetion of the Bank was financed with 50 per cont1Jf'each of thusc ancunts,
The capital of both ¢he Bank 2nl the Fund uny cnl§ be increcsed fr.n
profits earned by the Bank, aond by further gronts froa the Gevernuent,

The agriculbural Develepient Section will supply normel credit
facilitics for ajriculture and will, in additicn, develop the ccuntry's
agricultural setivitices,

It will fulfil the forcr uncdertakins by srenting loens, either
dircetly or throuch the Rurnl Credit Jssueintion (Asocinelones de
Crédit. Rural). cons mnturing within less than 25 years will be
sranted for: "the sctbing up of permcnent pleontations; the construction
or reprir of buildings, irrigotion or dr-incge projects, or cther
irprevenents required for zgriculturcl develepuent; the purchase pf
pedisree ecttle for brecding or drought purposes, ond of equipnent

=

andd machinery for use in ~aricultural developnent; the purchesc of

lond £ r purposcs of eultivotion cr for other nctivities of o sinilor
noture ond finnlly, for the refinoncing of loons ineurred for any of
the rforcucntioned reascns", advenees will be ninde for periods not
cxeeeding 18 rinths for the following purposcs: "ordinary oxpenscs
ineurred in scwinz, cultivatinz ~nl harvesting; purchosc ﬁf cattle

for breeding, fattening or drausht, forege, tools, secds, insocticides;
funvieides and fertilizoers, and for processinsg, producing, storing and

. . . /trensporting
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tronsp.rtin; "“rlcultur"l preducc!,

Locns for periuds Of loss thon 18 rminths crn be ~urentoed "hy
fincneinl or rural taxes on crops, produce, cattle and other movable
sodsy liens on sceuritices issucd by the Bank itsclf r by ony cthers
deened adequate for the purpose in the opinion of the competent
nuth_ritics. Loons mnturinﬁ in pericds between 18 months ond 25 yonrs
are muaranteod by wort nes,  The low alsc establishes thet loens £ox
pericds of between 18 ucnths ond five ycars oy be Susrantoed Ly sccuritices
or finerneins, instead of o mort.ase, if the Board of Dircet.rs .f the
Brnk is in 2orecloent. ‘ '

In orider to stiimlate agricultur~l doveloepnent, the Bonk will
grant: ‘ .

1) "Leans t. Rurnl Credit issocinti ns fur the pufchﬁsc f property
required for the fulfiluent f its “utics;® o

2) "Rehabilit~tion loens -f not rire thon 300 pesos to a;ricﬁltural
producers, cven thoush they 1-ck rn caccutte eredit rotin gt

3) It will participnte "os o shorcholder, in Hursl Crolit
“Aassucintions'; ,

L) In crder to assist the Rursl Crodit Jazoeistions oad the Bployers
wssocinticns, it will ourchicse, for re-snle & the Rurcl Crelit
Ass_ci~tiins nnd the L.l .yers ass cistions such .isvoble ~nd
i oveble proporsy s is roquilred for the developaent .f their
activitics;"

5) It will es}fblish “and diroct or sive i%s patronc e b "opoenizations
sct up Tor purp.ses of research, study ool experiocutal work, or
disscrminction of informiction reoerding o oriculture ~nl its
srgmization on o ec-oeperative brsis!,

The law secks tu extend credit fnc ilitics Ly ieons of thi
gst~blishucnt of Rur~l Credit gss;ci"tionsn vhich are defincd -s buinf
“leenl eo-rperctives on o shorcholdin. brsic | wiich nre subjoct oo ibs
le~islaticn (that is, the Lew .f the Baek f Joriculturl :nﬁ’lnlustridl'

Y

Du&&lcpmcnt). and which rre sct up £ the oo o3 ~bicet £

1) "Extending crodit. faeilities v thelr .cmbors;!

2) . ”F“Clllt"tln thu pr‘ductl n gr(cc551n; st.rin , tronspurt,
ulstrlbutlwn, sale and cwnsudpt¢un oI proluce ~n such .ther
cecnoide tronscctions ns will benefit asoricultur-l vrocueitd sut,
aaen thelr various powers these assc dirkicns ~re cuthorized to:

/1) ‘Wiront
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1) "Grent loons to their weibers in cceerdance with the terms
cstablished by the Benk!; ’

2) "Stere produce, preferably belonsing o their senbers;

3) M"Co.-operate with their iicibers in the buying and selling of every
kind of souds's

L) "Disccunt and redisc unt -blisstions undertzken .n their behaif
and cbbain advences frua the Benk". ‘

C~ttle Breeding:

The ~utstanding feature of Cuban cettle breeding during the past
fow years hos been the constant decrense in stocks of bovine eattle.
Toble 4O shows thnt within the past 10 years, the t:tnl nuwaber cof hends
fell frea 5 millicn to 4 mdllicn, that is to say, a reduection of 20 per
cent,

The principal facturs which hove siven risc te ond hastened this
trend, arc of a cycliesl noture, thouch there cre clsc uthers which arc
uere dec ply re o ted in the post.,  The first sroup consists of nearly
all those factors which in rocent yeors tended to raise the level of
duicstic demand for mect; in the sceond group we find those factors
that bear wpon supply ~nd which, owin; to their peculiar nature,

hampered » short-tern increase in supply.

Table 4O Cuba: B.ovine Cottlc Stocks

anmaal sverave Thousands <f Head
1936-40 e 5,02 -
194145 e : L,823
Y@W?B‘f‘ '
1945 4,236
. 1946 4,136
' 1947 4,100
1948 , 4,000
1949 4,000

S.urce: Forci-n Crops rnd karkcts (Unlﬁcd St-tes
Deprrtient of . "rlculturc), V51,60, 1\3).15
xuril 1950, g~5e 318,
At the beinnin- <f the wor the shrtase £ certain bosic foodstuffs
stimmloted the demand for meat. . IL wos clso expanded, though to a lesser

extent than the other causes mentioned, by the rise in income’ of the

pepulation “nd the relotively low price of this product s compored with
cther foodstuffs, Since 1945, the increase of t.tal income hos beecusce
pr bebly the nly Jynnide fretor beoring on deiwrnd,  Altheoush this
1otter nny lack socie of the stinwli which existed in prcvious“ycars,

/it r.se
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it rose to even hizher levels up to 1947.

Durin- nvnnalxperiéds, the impuact on howe proxiuction of the increase
.f demestic demand for neat wes to a cerinin extent lesscned by irperts’
of this pruduct or its substitutes, Howover, during the war no such

incrcase in the velune cf impcrts wes possible ond therefcre inercesed
demnnd turned tc local sources of preducticn., The war years were

charceterized by a contraction of inmports and on expansioh of lenend,

. Novertheless. Cuba began to export neat, despite gporadic_rostrictions
imposed by official suthorities, 4s will be seen from Table 41, in
1939 the veluue of Cuban ceabtexports was insicnificant, though by 1941
their volurie was equivelent to practically 20 per cent of the averore
annual pre-war uect precuction, In terms of keads of cattle, and
bosing the‘compzrisQn on salus of cattle n the hoof, tutzl oxports
for the period 1940-44 rose tu apprexinntely 1€0,000 head.

Table 41 Cuba: Exnorts cof Fresh and Proserved Beef, 1939-1944

{(In netric L ns)

1939 : ' 20.5

. 1940 5,515.7 .

: , 1941 | 19,226,3
1942 6 02,3

1943 - 249.2

1944 ©1,701.0

- — o —— r—— So— 4. —_ < — T—4——"-\. 2] . W7o, WO——— ol

Scurce: Cuvan Foreion Trode snnual Renorss,

These facts aré £ outstenling inperionze whon it is ¢ nsicered
that Cuba is ~ country in which, in view of ihe bovine birihirate Y.
about 55 births per 100 cows - and the rel~tively hizh mortalityfr:te
of crlves, there is little possibility of incressing :watbt preduction
without reducinz stocks, b the end of the war the Grvernnent Jecrel

the absolute stoppose of weab erports so that feoreirn denand no lonser
EN 3 £y - 0w D

-

»

1/ The leow birthrate con be ettriluted to Sbe prevalonce of Brucellosis
(undulatine fever) anl the deficit of [~ teins on? wdncm s in the
local pasture lands, lMore anple deta oo this subject will be found
in "Bstudio de diversos ocopectos e 1o prodat2iln y cusrcio de
anado vacun: en Cuba ein visth ol norondl noeslecirdoente do cdrne
de la poblaci/n® (Thesis on the vari.us nspocts of producticn end
trade of Luvine cattle in Cuba with rezerd oy norpel fent supply
of the population), by Cast. Ferr agut L. (idnistey of Asriculture,
Heveona, )

/hal ony
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h24 any influcnee on Cubon c~ttle breeding. - However, ot this time
(1944-45) a new disturbing foctor arcse: a drousht, which losted
approxinetely o year and a half,

The distributicn ond intensity of Cuban annual rcinfall pleys
a vital ;art‘in the totel of thot country's neat pradﬁcticn,'siﬁce it
is a deteruining factor‘of the, ancunt of fosd available for cattle.
It should be neted in this connecction that the notural gréssland
pastures arce the country's only source of food for bovine cattle,

Governmnent policy, stipuleting thet neat éupﬁly should be mrintained
~t a level at least as hizh as that achieved durin; the two-ycar period
1944~45, nnde it necessary to slaughter a considercbly larzer number
of heads thon would have been required in a yeor of norasl rainfall,
In this two-yehrkperiod therce was a sharp decrease in the number of
heads of eattle, the number slaushtercd in 1945 being as high as
840, 000.

During the first two yecars of the pcst-war period, denand for
iieat continued to-increcse and producticn also rese, thoush fewer
cattle were slaushtered in 1946 ond 1947 thon in 1945, This sceuing
peradox coan be ¢xplained by the foct that the average weisht of cach
head slaushtered was hisher in 1946 and 1647 than in 1945, However,
the deecrease in the nuiber .f heads sloushtered did not hinder the

subscquent decline in t“t 1 bovine stocks, In 1948 neat proc duetion
wns not particul~rly hi h thouch denand retrined 1ts forrer VulUI@.

This was due t3 o certain cuount of oppositicn un the part of cuttle
brecders to sellin: their cattle ot the ccilin? price established by
the - Goevernnent, : .

In 1949 dotestie deinnd fell os a result of o éubstantial fall
in the total income of the population. By the ond of that year it
was possible to mrintein buvine stocks at the same level as in the
preceding year., This was achieved after 10 years of constant reduction
in the nuwiber of heads of bovine cattle in Cubz,
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CHAPTER IV INDUSTRTAL DEVELOPHENT

The drpansiim of Industrial Production fcr the Dorestic Market

. inbr— it . .

The dote on industrial activity in Cubn is extroncly incomplcete,
its deficiency being porticularly cvident in the ficlds of ¢ giloyrent,
productivity and woges,  However, the statistics, referring to the velud
of production, within certnin linits, foeilifote the lrewing of severcl
conclusions, reletive to the develupnient of rumdocturing in the post
few yoars. These have alse been uged in cooombing o total index and
pertinl indiccs for the qu-unta of pruiuctiun, both ¢f which, however

. . : NN |
inaccurate, Co swiwrize infustricl cxownsion i the postewer pordod

1/ " the producticon dindices orce curmanbM with the inlices for the sale

i
ui clectric powor to industricl cononm o rs, othor Tinn thosce connccted
with the SugLr 1n4u bry (shean below), vari.us ¢iilvrences will be
nUuC&l

Indices of the S~les of Blectric DOy Zustrin) Cunsuners

n taose Connv otod with the O T LU r" “9fv—l“u

A a—— - p———- o -2 g ¢ v—-a.."—-.-.vw L i s e o oae Sl T

1945 Ly
« 1947 101
1945 : a2
1949 G

Source: Hepurts of private concormns,

— ——

Varicus cccurranc.s gugsest, howev.r, *het 4o inlex cp@;u\nA by the

Ecouncridce Comiseion {ir Latin inericn of o Lodbel Xations an
nero accurately than ;al ¢s of clectric powrs, the truc course

proluction during the past fow yeors., In o o firet place. the
clectric puower 1uu*b1ws cxport dncustilcoe o 2 o pinenypies,
(candy), cteetura, waick contreeted sunrply wb Yo of thoov sxr, thouOh

it will be ncted thet the sugor lndustry 15 oot “nelalo In the sceend
place, mony factorics Jid not use thedir ow olis rlc nower concrators
wallv tharc was o fucl shortoge bub relicl on CUoctrleity onpy &-,d by
public scrvices. Vhen outruxvun cunnlics were rostore! ofter 1947,
nowever, these foctories bogan using tholr om génzictors agnin,

=

Fpes -
/rﬁa‘)T 9 'f;';,:



E/CN.12/217/Add.5
Page 72
Table 42, Cuba: Partial ani Tutal Indices of the Volune of Production
of Bigutcon Incustries supnlying the Domwestic iarket, 1945-1949
(1945 = 1C0)

s o g 1ok
Foodstuffs and beverages 13 126 129 123
Textiles ' 110 12 87 86
Footwear. , 100 105 8L, 61“
Papcr and cardboard ik 157 157 199
Rubber gucds 168 247 .187 200
Cewnt and points 124 1.5 : 150 156
Others _%0 112 120 119

Total - 110 128 116 106

—— s ~—

Source: FEconcudc Cenditions in Cuba 1945-1949, Intcrnational Refercnce
Scrvice, United Stetes Department of Corwerce, Washington,
Reports from official ond private sources,

Note: Thc calculation of the index was mrde by enploying the fornuk /P 0
(O3

Where pussible, factury prices of the products inecluded. —*~7“
in the indices wers used; clscwhere oxport or import prices X c™o
were erployed,  The total index compriscs vighteen of the
principal pruducts prnufcetured for the conestic market, but
docs not include gools such as 2lechol, cigorcties ond tobacco,
which are alsc pxpurtgx and which hove been studied elscwhere
in this rcpert. ‘

as will be scon froa Toble 42, thoe increase of production was
relatively srocter, and the deercase lews abrupt in the threc industries
(poper, rubber and c&Jth) in which erpital investnent per geinfully
vipleyed person is greater, | In twe of these {ce.ont and rubber) the
increasc in fixel capital during the post-war poriod cnabled then to
expand productiun, wherens in the rapor industry cxpansion was accomplished
rmostly by meking greator usc of the nachdnery alroady installed, In the
ronufacture of foodstuffs, despite the incrcase of investnents, productign
4id hot cxpand merce rapidly owing to the shurtage of raw naterials,

Taking productiin as 2 whole, it iy be snid that the naxirmum
activity of industrics preducing for the dumestic market was recorded
during the fivc»ycaf period 1945-1549, though prudqction decfoased
noticeable in 1948 and 1949. From Teble 42 it con be scen that the totol

index riscs substanticlly during the first three yeors and then falls to
116 per cent in 1948 and 106 pur cent in 1949, According to preliidnary

*

/&ata, production
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data, producticn maintnincd its downward trenc Curing the first holf o
1950 and ruse ogain sharply durlng the sccenl holf of the yeor.

During the poeripd 1945-47, & cvmbln“thn of three factors grectly
stimmlated produstian: 1) the increasc in domestic dmnnd for nunufbcfurbd
guuds felloewing the rise in incohobrcsulting from the highcr volue of
oxpurté; 2) the expansion of foreign supplics of fcw naterinls for denwestic
industry; end 3) the “extrencly limited conpetition still offcred oy
foreign supplics in the domestic morket, In 1948 effcctive Jonund began

to Aininish duc to the fall in tcetal 1ncury ani the sutlufactl,n of an

sppreciable pertion of pent-up dermond durlng the first two pust-war yeors,
On the c¢ther hand, foruign industrial Cumpetitiun>in.thu Cuboan rarket wos
intunsificd, oxercising the greatest depressive influcrce on donmestic
production., The cumpetiticn of foreizn prodvcts wes further strengthoned
by the ris¢ in the pric% of geods mxnufacturcd in Cuba,

In fact, the risc in indushrinl weges, whi ch was proporticnally
_greater thon the inerense in prolvctivity por JurSun geinfully cnploycd
in industry, tenlel €o raisc the price of durostic rrnufnctures heyend
the level of those of forcign crigin, )

The data publishe! in Cuba do nct prov’ v safiiciunt suipert for the
contention thot the 'roi of ircrensc of industricl wroes in that country,
at least during the thaoo-yoar pericd 19&5“&7, cxcoeldel that in, thc sreat

intustrial centres, such s Crent Dritain ond the Unitel States., However,
the foct that thie rise in Cuba's cogt of living wos grentor thon in either
¢f these countries and thaot the Cuvernricnt authoriced increcscs of woges
in iniustry in rclation to the inercosc in the cost of 1iving, would
appcar tu confirm the feregeing cuaclusion,

There is cven less data available wn the trend of pecductivity during
the past fuw yeors {or infustrics supplyir~ the durestic markoet, Ru»ov s
the following reugh estimates moy be nnde. ’

During thc wor, the cxpansion of precwe’ion wes ochicved by lowering
productivity per labourer and inecrvosing the smount of lebeur in relaticn
to capital investiwnt, which vither reraineli corc ant or inerunsed very
slightly. During the nost-wer poeric?, though the rotio of copitel »
investment to lebour tended to rovirt to its nre-irr luVul pr.fductivity
probably reprined lower thon in the corlier poricd, but higher Shen

‘ /etween 1940 and 1945,
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between 1940 and 1945,

Foreign trade statistics show that from 1945 there was 2 sharp
increase in capital imports, which would lead to the prima-facie belief
that there wos & considerable rise in total capital investment per
geinfully employed person and, therefore, an increase of productivity
in the industries supplying the domestic merket and competing with foreign
industries. In reality, this wos not the cose, since o large proportio:n
of the capitnl goods imported wos absorbed by the export industries, while .
the remainder was used meinly” for purposcs of reﬁlacement.i- Thus oniy'
the renninder can be considered as a net increment to capitcl investment
‘in the industrics supplying the domestic morket,

The events snalysed a»ove sugcest that the net incrense of capital
investment wns wmoderate and that, conzecmently, the increase of productivity
was not very grent. This does hot meon thnt in some bronches of industry
token together this improvement in productivity has not becen opprecizhle.
This was the case in the textile industry after the instdllation of an
efficient rayon frctory, in spite of tho foct-that net additions to the
fixed copitel of the industry wore omiil,

These changes did not affect the wiole of industry with uniform
intensity. The protection given by customs tariffs wos so great, in
certain cascs, that despite the rise in prices forcisn monufactures were
unable to compcte on the Cuben nerkcet, In other cescs, the morgin of
profit accruing to domecstic producers wos so great that they were able
to absorb increased costs without incrcasing their wholesale pricés,

“iithin industrial activity os a whole, foreign competition was. felt
moest sharply in the cottoﬁ textile industry and in the monufacture of
footwear, Its pressurc was felt to o lesser oxtent in the manufacturc of
rubber goods, cspecially tyrcs. Between 1947 ond 1949 tyre production
fell from 65,90 to 53,000 and that of inncr tubes from 41,500 to 31,,00C.,
Novertheless, during this period, apparcnt total consumption of these
coods continucd to cxprnd, |

The manufscturce of footwenr decrensed from 10 million peirs to 5.8

million poirs, durins these same two years, while activity in the cotton

}gh'lt is very likely that replacanents incressed productivity per
gainfully employcd person, but this increase wos protably small.

/textile industry
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textile lndustry began confracting iu 1947 ond cortinued this trend until

tarch 1949, when there was o complete shub-dom, {3ce Table 45). -

Table 43, Cuba: Indices of the Volume of pmnlovnurt
aud “rOuu clon 1n e "otdo“ Textilo Tnnus,rv

Kverages 19571949 B

¢

Labourcrs employed Hnges poid Preduction
1947 106 0 100
1948 90 83 67
949 2/ 66 50 .

Source: Cajo de Retiro 7 Asistencis Seciel de los Trebaj doreﬂ Textiies ¥
“cn»oubncros {Social Sccurity and pension Fund of the Textile and
Henequen Werkers)

- a/ Includes only January and Iebruary.

Some time after the shutting-down of the fastorics, consumer
resistance to the high prices diainisled, thus avioulatins donestic dewond,
Moreover, entreproncurs werce gionted a govgluunnb subsidy, the funds T
which werce derived from o domustic tax Lovied on fmporiad eottein good
this measurc 1ias designod bota to rednvain iondustoinl weges at a minimum

level and to provide o dole to unennloyed he-olla msuors,

Hew Incustrics

Althoug’ no exceptiorsdl incroscse or Husdnnental chrnme in.
of industrial investment wns observeld duriag th
emount of progrees in thoe Jowm of net additions to fixed copiinl waé‘
achicved in the industrics olready estallisted in the comntry, As hes
olready becn shown, ony attumplt Lo asscss the total not investicits in
Cuban industry would niect with failure, In srder to conver an inpross
of the omeunt of thesce investmants, the industrial plants sstoblished
since the end of the war will be éescribcd bricile,

Judzing from the number of factorics builw, the lurgest investuents
have been made in the food and bevercge indusiriszs. -4ne exanple was the
construction of a flour z4ll near Havon~ witl o cooncity which shouald be
suf ficient to cover ahout one third of the comtry's totel flour thohﬂptlon.
Moreover, two condensel rilk plants heve beca buiit, anl o brovery with
an annual copacity of 30 million iitres, waiile thoe coneeityr of other
breweries has beea expanded, - :

In %ho textile industry, the foctorics which have recently becn‘

4 N
/bulilt orc nov



E/CN,12/217/5dd.5
Page 76 -

built are now prolucing royon yarn or textiles, but nonc have been
cquippe:! for the processing of cotton, The capacity of the rayon yarn
foctory wes increased by 50 per cent in two years, As this plent is
Joseribed fully in another report presented by the Commission,—/no farthor
rcfercnee will be macde to it here,

The other two rayon factorics cstoblished since the war,have a
joint anmnual capacity of 4.2 million squarc retres, 90 per cont of this
total corresponding to one ¢f the two faclories, which has 200 autonatic
lucns. In another factory established before 1945, 1207additional looms
have been instclled, though these cre not automatic,

In the rubber industry, the five-year period 1945-49 was mrrked by
the rapid expansion of proluctive capacity., In fact, not only was the
tyre factory built in 1941 onlarged, but ~ new one was built, followed by
ancther for the monufacture. of rubber-scled sioes and other rubber goovds,

The builling of a match factory wos undertoken at the end of 1950,
its capacity being designed to cover totol domestic consumpticn, About
the same time, work on the exponsion ¢f the cement factory was concluded.
During the past fcw yecars, the nunber of furnmaces in this factofy has
been inereascd from 4 to 6 and its proﬂuctivc-capacity raised to

approxirtely 325,000 tens,

Government Policy

Growing forcign competition hos stimulated local entreprencurs in
certain industries to request greater governnent teriff protection by
c¢ither increasing the tariff or eliminating preferentinl treatment for
countrics which hoad proeviously cenjoyed this privilege.

The Government took up the suggestion of the country's industrial

leaders, and in 1948 for a short time went so far as to prohibit imports

G

f certain types of monufacturcd guo'ls and cotton materials, Loter,
however, it was deciled to nogotistc with the United States, the principal
country affected, with the purposce of zmimilling the prefercontial treatmant

sgranted for five products, namely, ribbons, trimmings, nylon stockings,

1/ Docuncnt E/CN.12/16L Anncx J.

/tyrcs and inner
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tyres and inner tubcs,%/ which were norelly imporiod from the United
States, This inplicd o significant change in govurn;xnt policy,
especidlly,in view of the fact thot the Cuben Goverment. wes in tum
willing to 2ccept the annulment by the Urited Stotes of the pre “I‘”tl"l
“treatment of certain Cuben cxports. : : .

Previously, governmbntApolicy would not have protocted denestic
industry if this resulted in the loss of the acvantages of tociff
concessions to Cubun products, ,

In addition to its high weges policy, the Govermnent conlinue
its practice, begun before 1645, of toking cver tempernrily the
cdriinistration of privote anterpriscs under certoin circumstonccs,
Although there is no-standnrd practice, officizl intervention usuclly

occurs when the owners of on enboerprisce rofusc to put inteo effect

Governnent-authorised s:lary inercoscs which thor ccnsilor exhorbitint.

u

In cescs in which the claims of infustiinl lenders werc proved to
be well fuunded, the Governuent scuslt othor nens of sctiling the
dispute, whilc cvoiding wage reductirms, Once a sclution hol boem
reached, control of the industry was resbcoc’ to its liml omers
Ameng the nethods cmployed by the Covernreue are tog cworotions granted
to industrialists and sibsilics for the yvnyront of wrges. The Guvor rnont
has intervened in the cstton tcxtilc,industry, in the wnufzcture of
henequen rope, anl in ctliir rotivities during this.peri¢1. '

Another drportont covant corwstol with e country's inductrisl
development Juring 1950, wos the ustablishniwat of an Industrial Dcvclop&cnt
Bank with a governﬁent lzen,  Its establishriont 75 of grent ing th.rcv;
since wntil thot dote thers had been no adeonsbe crpnnication throgh
which private scvings mizht be Jverted iato in'uctriol invest sonts, acr
had the private bonidng systen shown any intercst in fiancneing 'miertakings

3

of this nature. Thus, this institution perti-lly £ills the neo? ~hiich

1/ These industries were eithor erented duriv: the wor or ot lecen
greatly stimmdated during this period,

¢ Y
orivete CﬂguIF7L%0
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private enterprisc had foiled to neot.

The capital and the sw-colled Dovelopment Fund of the Industrial

Ponk cre cquivelent to those of the Agricultural Bonk, that is to say,

7.5 and 5 millicn Cubon pesos respectively. The banking operaticis

which this institution is entitled to undertoke-are as follows:

1, The gronting of loans fer periods of not more than 25‘years for the

-~ purposc of purchasing, building, or repairing mochinery, buildings
and ovther assets required for industrial production; and the granting
of leans for pericds of not nore than sighteen rionths to cover
operating cxpenses of industricl activities;

2. Purchase or exchange of bonds and other debentures issuc?! by these

types of enterprises,

The development operctions which the Bank is entitled to unJortake arc:

a) To shere in inlustriel undertakines wrich moy be cstablished,
investing not more than 55 por cent of the prid in copital of
such undertakings;

b) To grant loans for industrinl cdeveloprient in accordance with the
plans fumulated by the Bonrd of Dircctors;

¢) Tou establish, cdircet and féster servicces intencded to carry out
rescoreh, study and cexperimentation, including the building of
pilot plents and the publishing of infomation connected with

industry.





