CUBA AND THE INTERNATIONAL SUGAR MARKET
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The purpose of this paper is to review the evolution
after 1959 of sugar production both in Cuba and
among major world producers and to assess the role
which sugar could play in the Cuban economy when
the political circumstances allow for a return to a
market economy and access to the U.S. market. Giv-
en the difficulties of obtaining first hand reliable in-
formation about Cuban costs and production condi-
tions, the paper has relied fundamentally on
published data as well as other documents prepared
on the subject all of which have been properly quot-
ed or referred in the text and the bibliography.

The author would like to express his recognition to
Ralph Kazi, former Statistician and Secretary of the
Board of Czarnikow-Rionda, for his support in pro-
viding excellent sources and documents that were
needed and were used in preparing this paper and for
the cooperation of his former student and colleague,
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consideration of co-author of this document.

HISTORICAL BACKGROUND

Since colonial times, sugarcane production has
played a leading role in the Cuban economy. While a
colony, sugarcane and tobacco were preferred over
other crops for different reasons. Fruits and vegeta-
bles as well as fish and meat were not suitable to the
long trip back to Europe and local tubers, such as
yucca (yucca), did not have a market. Spain had for-
bidden the planting of cotton, wheat and rice. On
the other hand the flatness of the land and the possi-
bility of farming most of the year made sugar cane

one of the most beneficial crops, on an island where
52% of the land was arable.

Sugarcane has also some advantages over tobacco.
While sugarcane is homogeneous crop whose quality
is not greatly affected by the micro-climate, this is
not the case of tobacco culture where a special
knowledge and expertise is also required. Increasing
tobacco production requires very intensive manual
care, fertilizers, herbicides and fungicides, inputs that
tend to increase production costs. In the case of sug-
arcane, no such intensive cultivations is needed.

At the beginning of this century, the United States
was the largest consumer of Cuban sugar. The topog-
raphy of the island and its proximity to the U.S. mar-
ket resulted in low transportation cost both by rail
and roads and short shipping time to U.S. ports. In-
asmuch as local consumption was relatively small, be-
cause the population of the island was not large, al-
most all the production was exportable. In turn the
United States exported to Cuba all the products that
it needed. For this reason, the prosperity or recession
of the economy in Cuba depended on the fluctuation
of the prices of sugar in U.S. and international mar-
kets, which was a factor outside of the control of the

country.

For most of this century, Cuba has been either the
largest or among the largest sugar producers in the
world. In the 1920’s, it was the world leading pro-
ducer. In the years just preceding the 1959 Revolu-
tion, Cuba’s exports of around 5 million tons annu-
ally provided almost one-third of global sugar
exports. This important participation in the world
market, as well as its capacity to increase supply by 2
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to 3 million MT in a given year, made Cuba also the
dominant factor in policing the International Sugar
Agreement and gave the island a major role in the In-
ternational Sugar Council in London whose purpose
was to maintain an orderly market.

After the Second World War and until 1958, Cuba
consolidated its commanding role in the internation-
al sugar market. During those years, Cuba was not
only among the three largest producers, but was by
far the largest exporter.

Cuba succeeded in maintaining its dominant role
due to two majors factors:

1. Cuba has a very well organized sugar industry
and was able to produce sugar at competitive
prices, due to:

* outstanding natural conditions of soil and
climate;

* awell organized agricultural sector; and
* excellent industrial capacity.

2. Cuba also enjoyed a privileged situation due to
its share of the U.S. sugar market. The U.S. quo-
ta system allowed Cuba to export over 50% of its
production to the United States at the highly
protected prices of the U.S. market.

The implicit subsidy to the Cuban economy that re-
sulted from the U.S. quota allowed Cuba to have
available a substantial stand-by reserve of almost a
million tons of raw sugar and a capacity to extend the
crop season and harvest for almost an additional mil-
lion tons, when needed. This reserve — amounting
to almost 20% of what at the time was the volume of
the international sugar market — allowed Cuba to be
a market leader that was very efficient and effective in
controlling price and thus the cornerstone of the In-
ternational Sugar Agreement.

SOCIALIST CUBA AND SUGAR
PRODUCTION

Changes in Trade Patterns

At the time of the 1959 Revolution, the United
States bought annually nearly 3 million tons, or 60%
of Cuba’s annual sugar exports (Buzzanell and Alon-
s0, 1989). This commercial relationship collapsed in
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1960 when Cuba nationalized U.S. oil refineries and
other businesses. The United States suspended Cu-
ba’s sugar quota and embargoed all trade. Cuba was
able to maintain a fairly high, but not efficient, level
of sugar production due to the subsidy paid by the
Soviet Union. Cuban sugar was sold to the Soviet
Bloc (Soviet Union and other socialist countries in
Eastern Europe) and China at prices that were far
above the world market.

The 1960’s were characterized by uneven perfor-
mance in production because of the exodus of many
experienced managers and skilled field and factory
workers, and the transformation of production to a
Socialist model. By 1965, two-thirds of Cuba’s sugar
exports were shipped to Socialist markets. Trade ties
were solidified with these countries through a series
of agreements, including access to the Socialist
world’s Council for Mutual Economic Assistance
(COMECON) (Buzzanell and Alonso, 1989). Cuba
sold one-third of its export to the free market to re-
ceive hard currency from non- socialist countries,
such as Canada and Japan.

During the 1970’s, Cuba’s regime expanded sugar
production, beginning the decade with the “long
harvest” of 217 days in 1969/1970, during which the
nation’s physical and human resources were focused
on producing a 10 million ton sugar crop. But this
effort produced a sharp fall in production the next
three years. Production bounced back toward the
end of the 1970’s due to the expansion in area har-
vested and improved sugar yields.

In the late 1980’s, between 50% and 60% of Cuban
exports went to the Soviet Union, by then the
world’s leading importer. During most of the 1980’s,
Cuba has been hard pressed to meet its commitments
to COMECON countries and to produce enough
sugar to sell for hard currency. In 1987 and 1988,
the situation got worse, as poor crops and exports
over commitments led Cuba to mortgage its sugar
export future: Cuba promised part of its 1989 crop as
collateral to repay over 1 million tons of sugar bor-
rowed from a major international trade house Sucre
et Denre (Sucden) to fulfill export commitments to
the Soviet Union.



Between 1970 and 1990, Cuba’s sugarcane agricul-
ture switched from manual labor to machinery: 67%
of the area was harvested by machine combines in
1988/1989, compared with 45% in 1980 and 25%
in 1975 (Buzzanell and Alonso 1989).

After the fall of the communism of the Soviet Union,
Cuba’s production collapsed as well and now Cuba is
not even among the ten largest producers of sugar
and ranks only as the fourth exporter, with half the
export volume of Australia. New efficient sugar ex-
porting countries have appeared (Thailand, Brazil,
Guatemala, Australia and Colombia) so that if Cuba
were to apply appropriate cost and price methods, it
might be that it is lagging far behind those countries
in terms of profitability.

Changes in Sugar Production and Exports

Changes in Cuban sugar production and exports are
presented in Table 1 and Figure 1. Sugar production
between 1950 and 1955 averaged 6.3 million tons
per annum and exports averaged 5.7 million tons per
annum, with a maximum of 8.4 and 7.2 million tons
respectively in the year 1990. The figure shows the
strong correlation between production and exports as
well as the fact that consumption is a low percentage
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of production. Large production increases were re-
corded in 1961 and 1970. After 1973, there was a
steady increase in production through 1990. After
1990, production collapsed to almost 4 million tons,
a level similar to that recorded in the worst produc-

tion years of the period, 1963 and 1973.

Figure 2, based on Table 2, plots critical production
factors such as area, sugarcane yield, sugarcane
milled, and production. It is interesting to notice
that after 1968, the amount of sugarcane milled in
many years was lower than the amount of sugarcane
produced, which could indicate increasing problems
with industrial plants as well as the harvesting pro-

CEsSs.

The Sugar World Market
Major Producers and Consumers

Major world sugar producers by region are presented
in Table 3 and Figure 3. The top twelve producing
countries accounted for 65% of world production in
1995 (Table 4). Meanwhile, the 10 major consumers
totalled 56% of world consumption (Table 5). In
comparing production data for 1986 and 1959 we
see countries with a very high rate of increase (such as
Thailand, China, France and Pakistan, where pro-

Figure 1. Cuba: Sugar Production and Exports (thousands of metric tons)
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Figure 2. Cuba: Sugarcane Area, Production and Yield
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duction has increased by over 300%), while in Cuba
production grew by only 23%. In fact, after 1959,
Cuba had the lowest increase among major produc-
ers and was the only country among them with an in-
crease lower than the world average. In the decade
between 1986 and 1995, production increased at sig-
nificant rates in countries such as India, Thailand,
and Pakistan, while Communist countries such as
Cuba and Ukraine had poor performances during
that period.

While world production increased in the last decade
by 18%, consumption increased by 14%, as con-
sumption fell sharply in Russia and grew at a slow
rate in Germany, Japan and the United Kingdom.

Major Exporters and Importers

The ten top sugar exporters are presented in Table 6.
They accounted for 70% of total export volume in
1995, while the ten major importers (Table 7) repre-
sented 49% of total volume in the same year. In the
decade between 1986 and 1995, world exports de-
creased by 1%, with Cuba and the Ukraine shoulder-
ing the bulk of the decrease, in line with decreases in
production. World imports increased by 1.3%,
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mainly due to increases in imports by China partially
offset by decreases in India and the United States.
Imports by Japan and Canada—Cuba’s main
non-Communist markets—were reduced by 2-3%.
Sources do not explain this contradiction between in-
creases in world imports and decreases in world ex-
ports.

CAN THE CUBAN SUGAR INDUSTRY
REVIVE?

Cuba’s sugar industry has received two major jolts:

1. The loss of the privileged markets of the former
Soviet Union and the countries of COMECON,
which paid very high prices for Cuban sugar—
up to four times the world market price—as the
United States had done in the past.

2. A decrease in export volume both due to produc-
tion difficulties and to the reduction in the size
of the markets of its customers.

Because of this, the Cuban government has been
hoping to receive foreign capital in order to help re-
activate the economy. The Cuban government is
willing to accept loans that have seniority in collec-



Figure 3. World Sugar Production, 1995
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Source: F.O. Licht’s Int’l Sugar and Sweetner Report, 1995

tion, secured by sugar produced until repayment is
completed. The Cuban sugar industry not only needs
new capital influx but also management and techni-
cal expertise to meet competitive challenges in the
markets of potential customers.

The interest of the international community in in-
vesting in Cuba is demonstrated by an offer of fi-
nancing from the Netherlands International Group
(ING), which provided a credit of $30 million, to be
paid back with sugar, a method usually called a
red-clause loan. According to ING, Cuban produc-
tion could go back in five years to the 8.5 million ton
per annum level. This is considered too optimistic
not only because, from the production side, it would
require the industry to produce 35% over the average
of the last years in a very short period, but also be-
cause it would be difficult to place the increased pro-
duction of sugar in the world market without bring-
ing about a substantial reduction in price levels.

Many of Cuba’s former communist markets—such
as East Germany, Hungary, Poland, and the former
Soviet Union, with exception of Russia—do not
need to acquire raw sugar in the international mar-
ket, as they now have sufficient production them-
selves. Additionally, Cuba’s traditional non-Commu-
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Asia 33%

Oceania 5%

Africa 7%

European Union 14%

nist markets since 1959—Japan and Canada—have

ceased to grow (“Cuba Struggles” 1995).

If Cuba is not able to rely on preferential treatment
by its trading partners, in order increase production
and sell its output it will have to compete efficiently
for market share. While there are no available or ac-
curate data on Cuba’s cost of production to enable
one to compare them with those of the major present
exporters, we can extrapolate the results by looking at
the past as a proxy. It is obvious that there are now
new major exporters that were able to achieve that
position in a free market and therefore have demon-
strated their ability to compete on prices, reliability,
timely delivery, etc.

There is no assurance that Cuba could reach such
level of efficiency simply on the basis of its climate
and soil condition. Therefore, it is an open issue
whether Cuba can regain a predominant position in
the sugar export market without the advantages it
had in selling 60% of its production at a preferential
price to the United States and later doing the same at
even higher prices during the communist era when
preferential trade agreements prevailed.

CONCLUSIONS
It is not evident that Cuba could recover its leading
role in the sugar international market under the
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present circumstances, even if a dramatic change
were to take place in the economic and/or political
conditions of the island. To better its position in the
sugar market, Cuba will require to steadily improve
its agriculture and industrial efficiency by going back
to rational, market-oriented production and will
need a considerable infusion of capital invested both
in the sugar mills as well as in the cane fields and
transportation infrastructure.

Also, one must recognize that a change in the politi-
cal system in Cuba, and the subsequent opening of
the U.S. market, will not contribute to regaining Cu-
ba’s premier role in that market. The rationale be-
hind such statement is the following:

e The U.S. import quota has dwindled from 9.4
million tons in 1959 to the neighborhood of 1
million tons in 1995.

* The United States will not abandon its current
suppliers of sugar just to accommodate Cuba.
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Table 1. Cuba: Sugar Production and Exports (thousands of metric tons)

Year Production Exports % EXxp.

1955 4,528.00 4,644.00 102.56%
1956 4,740.00 5,394.00 113.80%
1957 5,672.00 5,307.00 93.56%
1958 5,784.00 5,632.00 97.37%
1959 5,964.00 4,952.00 83.03%
1960 5,862.00 5,635.00 96.13%
1961 6,767.00 6,414.00 94.78%
1962 4,815.00 5,131.00 106.56%
1963 3,821.00 3,521.00 92.15%
1964 4,590.00 4,176.00 90.98%
1965 6,082.00 5,316.00 87.41%
1966 4,867.00 4,435.00 91.12%
1967 6,236.00 5,683.00 91.13%
1968 5,315.20 4,613.00 86.79%
1969 5,534.18 4,798.82 86.71%
1970 7,5658.56 6,906.29 91.37%
1971 5,950.03 5,510.86 92.62%
1972 5,687.80 4,139.56 72.78%
1973 5,382.55 4,797.38 89.13%
1974 5,925.85 5,491.25 92.67%
1975 6,427.38 5,743.71 89.36%
1976 6,150.80 5,763.65 93.71%
1977 6,953.28 6,238.16 89.72%
1978 7,661.55 7,231.22 94.38%
1979 7,799.97 7,269.43 93.20%
1980 6,805.24 6,191.07 90.98%
1981 7,925.63 7,071.45 89.22%
1982 8,039.48 7,734.28 96.20%
1983 7,460.23 6,792.09 91.04%
1984 7,783.41 7,016.51 90.15%
1985 7,889.24 7,209.01 91.38%
1986 7,467.42 6,702.59 89.76%
1987 7,231.77 6,482.14 89.63%
1988 8,119.05 6,978.22 85.95%
1989 7,5679.01 7,123.31 93.99%
1990 8,444.70 7,171.76 84.93%
1991 7,233.39 6,767.46 93.56%
1992 7,218.80 6,084.88 84.29%
1993 4,245.72 3,661.96 86.25%
1994 3,994.00 3,264.00 81.72%
1995 3,300.00 2,568.00 77.82%
Annual Average 6,263.71 5,696.64 90.95%

369



Cuba in Transition * ASCE 1995

Table 2. Cuba: Sugarcane Area, Yield and Production

Area Harvested Yield Production Milled for Sugar
Crop Year (MM Ha.) (M tons/ Ha.) (MM tons) (MM tons)
1955 0.84 41.4 34.8 34.8
1956 1.00 37.0 37.0 37.0
1957 1.27 35.0 44.7 44.7
1958 1.05 43.5 45.7 45.7
1959 1.07 419 44.8 44.8
1960 1.16 40.9 47.5 47.5
1961 1.26 431 543 543
1962 1.13 32.5 36.7 36.7
1963 1.07 29.3 31.4 31.4
1964 1.00 37.2 37.2 37.2
1965 1.06 47.8 50.7 50.7
1966 0.98 37.6 36.8 36.8
1967 1.04 48.9 50.9 50.9
1968 1.01 42.4 42.8 42.3
1969 0.94 44.4 41.7 40.5
1970 1.46 55.8 815 79.8
1971 1.25 41.7 52.2 51.5
1972 1.18 37.5 443 43.5
1973 1.07 45.0 48.2 47.5
1974 1.10 45.8 50.4 49.6
1975 1.18 44.4 52.4 50.8
1976 1.22 441 53.8 52.0
1977 1.14 53.0 60.4 56.2
1978 1.24 56.1 69.6 67.0
1979 1.31 59.0 77.3 73.0
1980 1.39 46.0 64.0 61.6
1981 1.21 55.0 66.6 66.4
1982 1.33 55.0 731 73.5
1983 1.20 58.1 69.7 68.7
1984 1.35 57.3 77.4 78.4
1985 1.35 49.9 67.4 66.8
1986 1.33 515 68.5 68.3
1987 1.36 521 70.8 66.9
1988 1.35 52.4 70.7 70.0
1989 1.35 54.8 74.0 73.5

Source: Buzzanell and Alonso, June 1989.
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Table 3. World Sugar Production 1986-1995 (thousands of metric tons)

Region 1995 1994 1993 1992 1991 1990 1989 1988 1987 1986
European Union 16,598 18,401 18,082 16,757 17,988 16,906 16,231 15,588 16,580 16,344
West Europe (excepted

European Union) 2,125 2,481 2,728 3,164 3,043 2456 2,213 2,799 2,419 2,485
Total West Europe 18,722 20,882 20,759 19,920 21,031 19,362 18,444 18,387 18,998 18,829
East Europe 8,613 10,774 9,922 10,597 13,547 13,259 12,384 13,350 12,667 12,224

North & Central America 18,941 18,385 19,541 20,739 21,452 20,861 21,102 21,296 20,541 20,137

South America 18,241 16,146 16,627 15,262 14,401 13,281 12,602 13,833 14,353 12,353
Africa 7612 7,078 6649 7815 8064 7989 7884 7965 7,968 7,683
Asia 38,268 32,059 34,212 38,554 33,060 30,252 27,877 25956 25,793 23,666
Oceania 5695 5591 4876 3937 4171 4111 4,410 3900 3,882 3,687
World 116,082 110,914 112,685 116,824 115,725 109,115 104,602 104,685 104,202 98,578

Source: F.O. Licht’s International Sugar and Swetener Report, 1995.

Table 4. Largest Sugar Producers (thousands of metric tons)

Country 1995 1994 1993 1992 1991 1990 1989 1988 1987 1986

India 15,774 10,601 11,554 14,595 13,064 11,947 9,624 9,898 9224 7,624
Brazil 12,236 10,534 11,104 9,510 8,952 8,000 7,460 8900 9,265 7,371
U.S.A. 7,413 6,802 7,106 6,379 6,265 6,008 6,098 6,678 6,027 5,455
China 6,304 6,515 8,402 8,578 6,880 5669 5357 4,706 5730 5,550
Thailand 5461 4,009 3,792 5106 4,055 3,506 4,052 2,704 2,637 2586
Australia 5161 5,067 4,375 3,419 3,708 3,706 3,942 3,397 3,444 3,291
France 4,370 4,725 4,723 4412 4736 4,198 4,372 3,973 3,734 4,324
Mexico 4,355 3,859 4,430 3577 3943 3,408 3,699 3,852 3,986 4,031
Germany 3,981 4,742 4398 4250 4,673 4,005 3512 3,759 4256 4,228
Ukraine 3,804 4,022 3,758 4,178 5856 5390 4,811 5207 4,673 4,348
Cuba 3,300 3994 4365 7,104 7,729 8,156 8,188 7,548 7,219 7,347
Pakistan 3263 3261 2604 2528 2100 2,017 2011 193 1,398 1,213

Total 12 major producers 75,422 68,130 70,610 73,635 71,960 66,009 63,024 62,557 61,594 57,366
World 116,082 110,914 112,585 116,824 115,725 109,115 104,602 104,685 104,202 98,578
% 12 major producers 64.97% 61.43% 62.72% 63.03% 62.18% 60.50% 60.25% 59.76% 59.11% 58.19%

Source: F. O. Licht’s International Sugar and Sweetener Report, 1995
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Table 5. Largest Sugar Consumers (thousands of metric tons)

Country 1995 1994 1993 1992 1991 1990 1989 1988 1987 1986

India 13,940 12,928 13,025 12,316 11,496 11,037 10,791 10,231 9,401 8,928
U.S.A. 8,395 8377 8219 7993 7926 7,747 7,458 7,418 7,288 7,186
Brazil 8,060 7,766 7,459 7,400 6,924 7,281 6,799 6,582 7,126 6,379
China 7,950 7,800 7,717 7,650 7,450 7,050 6,502 7572 7,578 6,867
Russia 5200 5650 5600 5678 6,661 7476 7,29 7,302 6,920 6,362
Mexico 4,501 4,445 4,434 4414 4566 3,990 3972 3,716 3,517 3,638
Germany 2979 2946 2944 2923 2911 3,086 3,075 3078 3,050 3,030
Indonesia 2955 2737 2615 25682 2,681 25627 2465 2393 2213 2,013
Pakistan 2937 2,794 2,693 2,559 2348 2211 2266 1,981 2,148 1,743
Japan 2,703 2634 2572 2,793 2816 2,775 2873 2817 2,707 2,755
U.K. 2,390 2438 2409 2470 2,622 2533 2458 2510 2,461 2436
France 2,278 2,197 2231 2,141 2,043 2,024 2053 2138 2218 2012

10 Largest Consumers 64,286 62,712 61,918 60,820 60,244 59,738 58,008 57,739 56,627 53,350
World 114,609 113,021 111,500 111,045 110,314 109,431 106,960 107,168 105,922 100,457
% 10 largest consumers ~ 56.09% 55.49% 55.53% 54.77% 54.61% 54.59% 54.23% 53.88% 53.46% 53.11%

Source: F.O. Licht’s International Sugar and Swetener Report, 1995.

Table 6. Largest Sugar Exporters (thousands of metric tons)

Country 1995 1994 1993 1992 1991 1990 1989 1988 1987 1986
Brazil 4238 3,727 2,837 1771 1,409 1421 1359 2054 2012 2,606
Australia 3997 3992 3591 2324 2662 3,182 2991 2855 2,785 2,707
Thailand 3,603 3036 2464 3270 3,195 2,783 2872 2218 1910 1,930
France 2816 2952 2785 2,706 2,741 2,718 3,021 2560 1,893 2,792
Cuba 2568 3264 3968 6439 6596 7,026 7517 6,387 6973 6,947
Ukraine 1,750 1550 1,780 1,800 3,688 4,187 4,431 3,500 3,633 3,500
Germany 1,493 1904 1,431 1,423 2,138 1,298 1317 1283 1682 1,499
Belgium 1,213 1,297 870 959 1,010 597 5562 614 630 695
Colombia 781 624 676 427 290 407 334 117 182 199
Guatemala 748 860 605 725 618 492 465 369 274 433

10 Largest Exporters 23,107 23,205 21,006 21,842 24,247 24,112 24,858 21,956 21,974 23,307
World 33,043 33,584 32,535 32,561 34,847 34,675 35115 32,481 33,421 33,430
% 10 largest exporters ~ 69.93% 69.10% 64.56% 67.08% 69.58% 69.54% 70.79% 67.60% 65.75% 69.72%

Source: F.O. Licht's International Sugar and Sweetener Report. 1
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Table 7. Largest Sugar Importers (thousands of metric tons)

Country 1995 1994 1993 1992 1991 1990 1989 1988 1987 1986
Russia 3,100 3,350 4,350 3,901 4,100 4,550 4,250 3,502 3,452 3,292
China 2,900 1,331 561 1,193 1,075 1,116 2,890 2883 1523 1,255
Japan 1,826 1,706 1,730 1845 1,733 1,760 1879 1801 1762 1,862
US.A. 1,767 1766 1859 2105 2509 2,102 1,804 1,183 1,625 2,047
U.K. 1,418 1,348 1354 1427 1,412 1368 1435 1412 1,406 1216
South Korea 1,183 1272 1197 1,183 1,159 1,112 1111 1,151 1,021 978
Canada 1,115 1,155 1,107 1,000 1,009 865 712 967 1,182 1,148
India 1,079 1,383 0 0 0 275 0 152 1,072 1,980
Malaysia 929 956 873 842 901 754 795 752 672 645
Algeria 857 905 882 832 889 901 828 786 818 746
10 Largest Importers 16,173 15171 13,913 14,326 14,786 14,802 15704 14,689 14,632 15,169
World 32,862 32,209 31,526 31,774 33,955 34,666 35,226 32,546 32,374 32,442
% 10 largest importers 49.21% 47.10% 44.13% 45.09% 43.55% 42.70% 44.58% 44.83% 44.89% 46.76%

Source: F. O. Licht's International Sugar and Sweetener Report. 1995
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