IMPLICATION OF THE U.S. ECONOMIC EMBARGO FOR A
POLITICAL TRANSITION IN CUBA

Juan J. Lépez!

Does the U.S. embargo against the Castro govern-
ment, and in particular the Cuban Liberty and Dem-
ocratic Solidarity (LIBERTAD) Act of 1996, help,
hinder or is irrelevant for the probability that a polit-
ical transition will take place in Cuba? This is the
main question this work seeks to answer. As Przewor-
ski (1986, 48) observes, questions about possibility
are theoretical and necessarily involve propositions
that are counterfactual. I will address this key query
using a combination of theory, comparative analyses,
and available data.

Whether the United States should maintain its eco-
nomic embargo on the Castro government has been
controversial for a long time. But after the LIBERD-
TAD Act (commonly known as the Helms-Burton
law) became law in March 1996, the degree of con-
tention has reached an unprecedented degree of in-
tensity.

The main justification on the part of the U.S. gov-
ernment for the establishment and implementation

of the Helms-Burton law is that it will promote a
transition to democracy in Cuba. A key mechanism
by which the Helms-Burton suppose to contribute to
a transition is by tightening the economic embargo
and thus reducing the hard currency available to the
Castro government. This reasoning was emphasized
by President Bill Clinton when he signed the Helms-
Burton bill as well as by congressional supporters of
the measure.? The same justification has been repeat-
ed over time by officials of the Clinton administra-

tion.3

The Helms-Burton law has four titles. Title I seeks
to strengthen international sanctions against the Cas-
tro government. Among of the clauses of Title I is
the instruction to U.S. executive directors of interna-
tional financial institutions to oppose loans to Cuba
and Cuban membership until a transition to democ-
racy occurs in the island. Title II mandates the prepa-
ration of a plan for U.S. assistance to transitional and

democratically elected governments in Cuba.

1. This is a revised version of a paper prepared for presentation at the Seventh annual meeting of the Association for the Study of the
Cuban Economy. I thank William C. Smith, Juan M. del Aguila and Jorge Pérez-Lépez for comments on the original draft. T am solely

responsible for the contents of this article.

2. White House press release on March 12, 1996. President Clinton, who had opposed the Helms-Burton bill while its supporters
sought to obtain congressional approval, decided to back it and sign the bill after the Cuban air force shot down two small, unarmed
U.S. civilian aircrafts in international waters on February 24, 1996, killing the four men that piloted the planes.

3. For example, see the declaration by Michael Ranneberger, Director of Cuban affairs at the State Department, that appeared in Ar-
mando Correa, “EU protegerd activistas en Cuba,” E/ Nuevo Herald (1 March 1997).

4. The U.S. policy toward the Castro government is not limited to provisions under the Helms-Burton Act. For example, the U.S. gov-

ernment maintains a “track-two” policy of secking to strengthen independent organizations in Cuba. The “track-two” policy was stipu-
lated in the Cuban Democracy Act (known as the Torricelli Bill) signed into law by President Bush in October of 1992.
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Title I1I of the LIBERTAD Act enables U.S. nation-
als to sue in U.S. courts those who “traffic” in prop-
erties that were confiscated by the Castro govern-
ment from U.S. citizens or businesses. Trafficking is
understood as buying, selling, leasing, marketing or
otherwise benefiting from expropriated assets.’ Presi-
dent Clinton allowed Title III to become law, but
under a provision of the LIBERTAD Act, the presi-
dent has the authority to waive enforcement of Title
II for periods of six months. Title III has never been
enforced since Clinton has always deferred enforce-
ment.

Title IV also targets firms that traffic in properties
confiscated from American nationals. Title IV denies
entry into the U.S. to corporate officers and main
shareholders, and their spouses and children under
eighteen years of age. Foreign firms that traffic in
confiscated properties can avoid the sanctions by di-
vesting from such properties. Thus far, this aspect of
the law has only been applied to the two largest for-
eign investors in Cuba: Grupo Domos (from Mexi-
co)® and Sherritt International (from Canada).
Warning letters have been sent to a number of other
firms.”

Title IIT and IV have engendered widespread, stri-
dent criticism of the Helms-Burton law, especially
from Mexico, Canada, and Western European coun-
tries, claiming that the Helms-Burton law violates
trade accords and is an infringement on the sover-

eignty of other countries by its “extraterritorial” at-
tempt to apply U.S. laws to foreign enterprises.® The
LIBERTAD Act has been condemned in assemblies
at the UN, at the OAS, and in other international fo-
ra. Countries of the European Community were
about to suit the U.S. at the World Trade Organiza-
tion (WTQO) over the Helms-Burton law until an
agreement was reached between the U.S. and EC
countries to postpone taking the case to the WTO.?
The U.S. government has found itself in conflict
with its main trading partners and has risked under-
mining the authority of the WTO over the Helms-
Burton Act maintaining that the law is conducive to
a democratic transition in Cuba.!® Yet the claim that
the Helms-Burton law helps a transition to democra-
cy has been reproached by prestigious academics,
government officials, Cuban dissidents and other
personalities. According to Jimmy Carter, the
Helms-Burton law is an obstacle to a transition to
democracy in Cuba.!' Carl-Johan Groth, the special
investigator for Cuba of the UN Human Rights
Commission, in his 1996 report to the Commission,
concluded that outside pressure like the U.S. embar-
go only helped worsen the human rights situation in
Cuba.’? Eloy Gutiérrez-Menoyo, a Cuban exile who
heads an anti-Castro group called Cambio Cubano,
agrees with Groth.!? Elizandro Sdnchez Santa Cruz,
one of the best known dissidents living in Cuba,
thinks that the U.S. should discard the Helms-Bur-
ton law and follow the policy of the European Com-

5. The value of American properties seized by the Castro government was about $2 billion at the time of the expropriations in 1960.
There are now about 1,000 claimants who are entitled to file suit under the Helms-Burton law. Arthur Gottschalk, “Putting Pressure
on Cuba: U.S. Puts Embargo Ultimatum in the Mail,” Journal of Commerce (13 June 1996).

6. Subsequently, Grupo Domos divested from its business in Cuba.
7. Elena Moreno, “EEUU y UE Reconocen Fallaron sus Métodos Respecto a Cuba,” CubaNet News 2 (February 1997).

8. For example, see the article by Tom Raum, “Allies criticize U.S. sanctions on trade with outlaw nations,” The Miami Herald (29

June 1996).

9. According to the terms of the agreement made public, the EC pledged to adopt rules to inhibit new investment in confiscated prop-
erty, and the U.S. promised to seek congressional approval to waive Title IV of the Helms-Burton law and to continue to suspend Title
III. Under the LIBERTAD Act, the Executive forfeited its foreign policy power to change the provisions of the Act without congres-
sional approval. Christopher Marquis, “U.S., Europeans strike deal on Helms-Burton,” The Miami Herald (12 April 1997).

10. The U.S. position has been that if the WTO rules against it concerning the legality of the LIBERTAD Act, the U.S. would disre-
gard the ruling on grounds of national security.

11. “Robaina llama a la ‘unién sagrada’ de los cubanos,” El Nuevo Herald (19 January 1997).
12. Robert Evans, “Update from Geneva,” Reuter (22 April 1996).
13. Voice of America (5 March 1996).
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munity of promoting investment in Cuba while pres-
suring for political changes.' Mesa-Lago (1995, 197)
believes that the U.S. embargo is counterproductive
for a democratic transition in Cuba. Gunn concurs
with Mesa-Lago and argues that the Helms-Burton
law will end up sabotaging the prospects for a transi-
tion to democracy within Cuba.’

Despite the high degree of political and academic
controversy that the Helms-Burton law has engen-
dered, arguments in favor as well as against the policy
have paid little or no attention to theoretical works
on transitions to democracy and to comparative evi-
dence in evaluating the impact of the law on the like-
lihood of a political transition in Cuba. In this arti-
cle, I seek to demonstrate that theory, comparative
analyses, and data indicate that at this juncture in
Cuban history, the U.S. economic embargo and the
LIBERTAD Act in particular help bring about the
demise of the Castro dictatorship. In the discussion, I
will address a number of other related issues that
have also been at the center of political and academic
debates.

THE CASTRO REGIME TYPE AND MODES
OF TRANSITION

Linz and Stepan (1996, chaps. 3 and 4) argue that
the type of nondemocratic regime has a major effect
on the available modes of political transition. Pacted,
negotiated, relatively peaceful transitions (ruptura or
reforma pactada) are possible in authoritarian re-
gimes, e.g., the type of dictatorships that existed in
South America and Spain, and in mature post-totali-
tarian regimes, e.g., the type of regime in the Soviet
Union in the 1980s. By contrast, negotiated transi-
tions are impossible under totalitarian, early post-to-

talitarian, frozen post-totalitarian, and sultanistic re-
gimes. A fundamental reason is that under these
types of dictatorships there are no regime softliners
(blandos) with sufficient power and autonomy over
time to contain the regime hardliners and conduct
negotiations with members of the moderate opposi-
tion. If regime softliners emerge who might negotiate
a pact with democratic moderates, such regime soft-
liners do not last for long in positions of authority;
they are eliminated or demoted.

If one uses the categories of Linz and Stepan, the
Castro regime seems to be a mixture of frozen post-
totalitarian and sultanistic regimes.’® In a frozen
post-totalitarian regime there is persistent tolerance
of some civil society critics of the regime, but almost
all control mechanisms of the party-state endure and
do not evolve (e.g., East Germany and Czechoslova-
kia in 1989).17 The essence of sultanism is unre-
strained personal rulership. Political power is directly
related to the ruler’s person, and all individuals,
groups and institutions are permanently subject to
the unpredictable and despotic intervention of the
sultan. In sultanistic regimes influential figures in the
regime derive their importance by being on the per-
sonal staff of the sultan. There is absolutely no room
on the sultan’s staff for someone who would publicly
negotiate the demise of the sultan.'s

According to Linz and Stepan (1996, chap. 4), the
most likely path of regime transition in frozen post-
totalitarian regimes is mass uprising, and the most
likely domestic causes for the demise of a sultanistic
regime are assassination of the sultan or revolutionary
upheaval by armed groups or civil society. O'Donnell
(1989, 73) coincides with Linz and Stepan in per-

14. “Castro debe iniciar la transicién, dice disidente cubano,” E/ Nuevo Herald (17 December 1996).
15. Peter Zirnite, “US-Cuba: Clinton Finally Comes Down Hard on Cuba,” InterPress Third World News Agency (12 March 1996).

16. The Castro regime seems to be quite similar to Romania under Nicolae Ceaugescu. Linz (1990) classifies Romania as a mixed type

of totalitarianism and sultanism.

17. A frozen post-totalitarian regime also includes some limited spaces for a market economy and features associated with totalitarian
regimes (but in a somewhat deteriorated form) like an official guiding ideology and routine mobilization of the population. Linz and
Stepan (1996, chap. 4). For a characterization of the Castro regime that points to features of frozen post-totalitarianism see Edward

Gonzdlez (1996, ix). The regime in Cuba is portrayed as being in a state of stasis, with limited market reforms, the Communist Party

monopolizing power, and without feasible political alternatives.

18. For clear sultanistic features of the Castro regime see Baloyra (1993).
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ceiving the unavailability of a peaceful, negotiated
mode of political transition from sultanistic regimes.
In O’Donnell’s view, caudillos-fithrers are highly
paranoid and have a compulsion to eliminate any
source of power independent of their whims, particu-
larly the softliners. Softliners may emerge, but they
cannot move too far toward liberalization without
being removed from their leadership positions by the
caudillo. The only possible modes of political transi-
tion are the death of the supreme leader or the lead-
er’s overthrow. There has never been a transition ini-
tiated by a caudillo."?

Castro and other hardliners dominate, insist on the
retention of one-party rule, and oppose political lib-
eralization.?’ Fidel is unwilling to relinquish any of
his power and would not accept a negotiated political
transition. The lesson he drew from the demise of
communism in Eastern Europe is that political liber-
alization leads to disaster for the dictatorship
(Gonzdlez and Ronsfeldt 1994,
1996).

ix-xi; Centeno

Thus, given the nature of the dictatorial regime in
Cuba, one should not expect the emergence of soft-
liners with sufficient power over time to be able to
negotiate a transition to democracy. Hence, the pos-
sibility of a peaceful, negotiated political transition in
Cuba is impossible under the current regime.

Some critics of the U.S. economic embargo maintain
that tightening the embargo is detrimental for politi-
cal reformers within the regime because a confronta-
tional U.S. policy toward the Castro government
gives hardliners among the ruling elite a convenient
pretext to repress regime reformers who favor dia-
logue with dissidents; thereby U.S. policy hinders the
possibility of a peaceful transition to democracy.?!

Hardliners have launched attacks on potential re-
formers after the Helms-Burton became law. The
best known recent assault by hardliners took place at
the V Plenum of the Central Committee of the
Communist Party of Cuba in March 1996.22 In the
speech given by Radl Castro, he attacked academics
in Cuba who have published with scholars in the
U.S., specifically targeting the Center for American
Studies in Cuba for allegedly falling into a trap laid
by foreign Cuba experts. According to Ratl, academ-
ics in the U.S. served the U.S. policy of promoting
“fifth columnists” to generate subversion. Radl stated
that, “the party cannot tolerate officials who act on
their own; ... we must strive to maintain our revolu-
tionary purity.” After Radl’s speech, the director of
the Center for American Studies was fired and re-
placed with an academic with solid hardline creden-
tials. Copies of the speech were distributed to all aca-
demic centers, and teams of “inspectors” were sent to
academic centers attacked in the speech.?

While one can see attacks by hardliners on apparent
softliners after U.S. measures to strengthen the em-
bargo, the causal relation between the two factors is
spurious. When have hardliners in Cuba allowed
softliners to flourish? Do hardliners need any exter-
nally generated pretext to crack down on reformers
when hardliners feel it is necessary? Both theory and
evidence point to the false causal relation between
U.S. policy and repression of regime reformers. True
to its sultanistic nature, Fidel Castro has through
time repressed potential challengers within the re-
gime. Back in the 1960s, he repressed members of
the pre-1959 communist party, the Popular Socialist
Party, during the “microfraction” crisis because Cas-
tro perceived Moscow-oriented communists to be a
potential challenge to his authority. Since 1980,

19. Baloyra (1993, 38) also makes the observation that no peaceful transition has ever taken place in a caudillo-led regime.

20. For the very unlikely emergence of viable softliners under the Castro regime and the rooting out of potential regime softliners dur-

ing 1990-91 see del Aguila (1993).
21. For example, see Gunn (1994, 140).

22. At the meeting, Fidel Castro maintained that, “socialism has no alternative in this country; the revolution has no alternative.” Cu-

baHoy 2, no. 142 (27 March 1996).

23. Mimi Whitefield and Juan O. Tamayo, “Raul Castro’s attack on intellectuals stirs backlash,” Knight-Ridder News Service (12

April 1996).

241



Cuba in Transition * ASCE 1997

mechanisms of control have been strengthened, and
there have been widespread substitutions of person-
nel, as Fidel Castro launched a campaign to resist in-
fringement on his authority (Baloyra 1993, 49-51).
In the mid 1980s, the “maximum leader” imple-
mented an attack on individuals and ideas favorable
to perestroika, resulting in the dismissal of high-
ranking personnel (Dominguez 1993a, 105).

NORMAL INTERNATIONAL RELATIONS
AND POLITICAL TRANSITION

In their dispute with the U.S. over the Helms-Bur-
ton law, officials from Western European countries
have repeatedly argued that the way to achieve politi-
cal reforms in Cuba is to have more trade with the
Castro government.?* The same position is advocated
by some scholars. For example, Mesa-Lago and Fabi-
an suggest that internal democratization could be en-
couraged by a policy of dialogue-bargaining and
openings in trade; that the hostile U.S. approach has
failed to change Cuba for more than three decades
(Mesa-Lago and Fabian 1993, 370). Some who ad-
vocate this line of thinking assume that normal inter-
national relations could allow foreigners to travel to
Cuba, exercise freedom of speech, make contacts
with people and strengthen the opposition, eventual-
ly pushing the Castro government toward political
liberalization. Moreover, there is the belief that re-
gime elites would be willing to exercise some political
flexibility for the sake of maintaining economic rela-

tions with foreign countries.

It should be kept in mind that the U.S. economic
embargo is not a blockade. Practically every country

in the world has normal relations with Cuba. Mexico

and Canada never broke off their diplomatic and
economic relations with the Castro government. In
addition, the U.S. economic embargo has not pre-
cluded contacts between people in the U.S. and those
in Cuba. Thousands of Cuban exiles have been going
to visit their relatives in Cuba over the years; there
have been visits and contacts between scholars in the
U.S. and academics in Cuba. In addition, the Cuban
Democracy Act, a U.S. law established in 1992,
pushed for a “track-two” policy of fostering personal
contacts between the two countries and seeking to

help nongovernmental organizations in Cuba.

Radl Castro has denounced the track-two U.S. policy
as a “rotten carrot” and exhorted Cubans to resist it.
Referring to the tack-two policy, Castro said, “we are
not (sitting) with our arms crossed, we are ready and
prepared to reply in this politico-ideological area, to
confront it in every dimension.”” Foreigners that
have met with persons considered dissidents by the
Castro government have been expelled from Cuba
and the Cubans contacted have been repressed.?6 A
new tactic being used by the regime to curtail con-
tacts between dissidents and foreign visitors is to ban-
ish dissidents to the provinces, away from Havana.”’

The often heard criticism of the embargo, that it has
lasted since 1962 and Castro is still in power (which I
will address below) can be turned into a critique of
the effectiveness of normal relations in achieving po-
litical change in Cuba. Have normal relations be-
tween Cuba and countries in Western Europe and
Latin America been effective in fostering a political
transition in Cuba? The answer is negative whether
one takes a long-term perspective (1960s to the

24. Thomas W. Lippman, “U.S. Allies to Seek Reforms in Cuba,” The Washington Post (17 August 1996).

25. Reuters News Service (18 November 1995).

26. For example, Susan Bilello, an official of the New York-based Committee to Protect Journalists was expelled from Cuba in June
1996 after being arrested and interrogated by Cuban security for “fomenting rebellion.” Ms. Bilello was in Cuba meeting with Cubans
attempting to practice independent journalism. All of her notebooks, personal papers, and film were seized. Hector Palacio Ruiz, presi-
dent of the Partido Solidaridad Democrdtico, was jailed after talking to Swedish journalists in December 1996. And envoys from the

U.S. and Europe reaching out to dissidents are being harassed by Cuban authorities; see Christopher Marquis, “Havana placing bumps

in foreign envoy’s way,” The Miami Herald (4 April 1997).

27. Juan O. Tamayo, “Banishment wears down Cuban dissidents,” The Miami Herald (5 September 1996).
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present) or one looks at the results of normal interna-
tional relations in the post Cold War period.?

Over the years, officials from various countries and
international organizations have asked ruling elites in
Cuba to respect human rights and move the country
toward democracy. Felipe Gonzdlez, the former
prime minister of Spain, had a close and supportive
bilateral relation with the Castro government. His at-
tempts to convince Castro to introduce democratic
reforms were unsuccessful (Mesa-Lago, 1995, 194).
The list of foreign dignitaries that have recently tried
to get the Cuban government to respect human
rights and/or to carry out political reforms is exten-
sive, including for example: Jakob Kellenberger,
chancellor of the Swiss Confederation; José Maria
Aznar, current prime minister of Spain, and Carlos
Menem, president of Argentina.?

Fidel Castro joined twenty-two other heads of state
of Latin American nations plus Spain and Portugal at
the sixth Iberian-American Summit held in Vifa del
Mar, Chile during November 10-11, 1996. The fo-
cus of the conference was democratic governability.
At the summit, the heads of state, including Castro,
signed a final declaration document, the “Declara-
tion of Vifia del Mar.” The declaration has three
parts. The first is a reaffirmation of democracy. It
states that democracy has to be representative and
commits the signatories to support political plural-

ism, freedom of speech and of association, free, regu-

lar, and transparent elections, and respect for human

rights.?

After returning to Cuba from Chile, in a speech to
the Havana leadership of the Communist Party, he
sneered at what he called “recipes” for democracy
and maintained that in Cuba the Communist Party
is enough.?' As could be expected, harassment, beat-
ings, and imprisonment of peaceful dissidents and
independent journalists by Cuban authorities have

continued to this day.?

Given the precarious situation of the Cuban econo-
my, one could expect that this would be an appropri-
ate time to test the willingness of the Castro regime
to enter into negotiations with foreign countries to
bargain internal measures of political liberalization
for external economic assistance. In December 1996,
the European Community officially made respect for
human rights and indications by the Castro regime
of political liberalization a prior condition for the es-
tablishment of an economic cooperation accord with
Cuba. The EC policy is binding on its fifteen mem-
bers. Since 1994, EC officials had been telling Cuban
authorities that reaching an economic cooperation
agreement with Cuba depended on respect for hu-
man rights and political reforms.?> A cooperation
agreement with the EC would facilitate trade, invest-
ments and aid. EC governments no longer protect

private investments in Cuba nor offer entrepreneurs

28. Even after the political and economic consequences for Cuba of the lost of support from Soviet Bloc countries in the 1990s, the
Castro regime has proven to be unyielding to international pressures for significant respect for human rights, not to mention other de-
mands for political liberalization.

29. Cuba al dia (June 1994) and the Chronology of Cuban Events, 1994, Information Resources Branch, Radio Mart{ Program. José
Miguel Vivanco, executive director of Human Rights Watch/Americas, in an article published in 1996, states that while Europe’s dia-
logue with Cuba has led to the periodic release of some political prisoners European Union policy toward Cuba has had no effect what-
soever on the repression of basic liberties by the Castro regime. Christopher Marquis, “Rights group: EU economic policy in Cuba
unjustified,” The Miami Herald, 21 September 1996.

30. CubaHoy, 2, no. 200 (12 November 1996).

31. “Castro again rejects world pleas for reform,” The Miami Herald (26 November 1996).

32. Reports of human rights violations come from Cuba on a daily basis by independent journalists, see CubaNet on the internet. The
Inter-American Commission on Human Rights, an agency of the OAS., issued a report in 1997 stating that the Cuban government sys-
tematically tramples civil rights and political freedom, among other abuses. Pablo Alfonso, “Report cites abuses of rights in Cuba,” The

Miami Herald (30 April 1997).
33. Chronology of Cuban Events, 1994, Information Resources Branch, Radio Marti Program, (26 January 1994).

243



Cuba in Transition * ASCE 1997

insurance for their exports to the island.* At the
sixth Iberian American Summit in Chile in Novem-
ber, 1996, José Marfa Aznar offered Fidel Castro to
get the EC to improve relations with Cuba if Fidel
took some step toward democracy. Castro flatly re-
jected Aznar’s offer declaring that he has no intention
to democratize his regime.® Both Fidel and Raul
Castro have reiterated that their government would
never negotiate better relations with the U.S. on con-
ditions of changes in Cuba’s domestic policies.?

ECONOMIC CRISES AND TRANSITIONS:
THEORY AND COMPARISONS

Major theoretical works on transitions to democracy
concur in that dictatorships tend to fall when faced
with crises. Przeworski (1991, 57) observes that splits
in the authoritarian power bloc are induced by signs
of an imminent crisis, including signs of popular un-
rest. Softliners, who emerge from divisions in the rul-
ing elite, usually initiate political liberalization (the
start of a transition process).’” Huntington (1991,
593) argues that when an authoritarian regime con-
fronts seemingly unsolvable problems (usually of an
economic nature) and/or when the regime resorts to
increasing repression, reformers within the regime
are more likely to emerge. This is so because softlin-
ers conclude that it is desirable to seek a graceful exit
from power, given the costs of staying in power.?

In a recent cross-national, statistical study involving
139 countries from 1950 to 1990, Przeworski and
Limongi (1994, 11) found that authoritarian regimes
are more likely to survive when their economies grow

and more likely to be destabilized when they face
economic crises. Scholars of Eastern European poli-
tics observe that a key factor underlying the pressures
that caused the fall of communism in Eastern Europe
was the deterioration of the economies in Eastern
European countries. Decline in the population’s
standard of living decreased people’s tolerance for the
regimes. As their situation grew worse, the popula-
tion became increasingly aware of the failure of their
own regimes to provide an acceptable level of pros-
perity. The economies of Czechoslovakia, Romania,
and other Eastern European countries experienced a
declining trend in average annual GNP growth from
1970 to 1990. In East Germany, average annual rates
of growth went on a downward course from 1970 to
1980 and stagnated afterward until the collapse of
communism (Linden 1993, 28-30). In Hungary, the
drying up of external resources increased internal
tensions (Bruszt 1990, 383). In Czechoslovakia, one
of the causes of the collapse of communism was the
perception of an approaching economic crisis. The
growing public awareness of economic stagnation
stimulated the opposition (Judt 1992, 96-97). In Ro-
mania, the impoverished economic conditions con-
tributed to the popular mood that led to the uprising
in December of 1989 (Brown 1991, 209). The con-
nection between deterioration of economic perfor-
mance and transitions to democracy is also observed
in Latin America. Economic decline and drops in
standards of living predated the wave of democratiza-
tion in the region during the 1980s (Remmer 1992,
10-12).

34. Juan O. Tamayo, “Europeans get tough in policy on Cuba,” The Miami Herald (3 December 1996); Steven Lee Myers, “Europe’s
Call for Rights in Cuba Wins U.S. Approval,” The New York Times (4 December 1996); Pablo Alfonso, “UE quiere mover a Cuba ha-

cia la democratizacién,” E/ Nuevo Herald (4 December 1996).
35. CubaHoy 2, no. 200 (12 November 1996).

36. For Raul’s comments see Reuters News Service (18 November 1995). For Fidel’s position see Mesa-Lago (1995, 196-97).

37. Liberalization is the process of allowing individuals to have certain rights. These rights include: freedom of speech, of movement,
and of association, and the right to a fair trial under rules of preestablished laws. Liberalization is a matter of degree, rights can be grant-
ed by the dictatorship to a lesser or greater degree (O’Donnell and Schmitter 1986).

38. Huntington also points to factors that induce the emergence of regime softliners by making them believe that democratizing would
produce benefits for their country: (a) reduction of U.S. or other sanctions against their regime, and (b) opening the door to economic
assistance and I.M.F. loans. These two factors are relevant for Cuba since by law the U.S. embargo would be lifted upon democratiza-
tion and Bill Clinton’s “Support for a Democratic Transition in Cuba,” (discussed below) commits U.S. assistance to transitional and
democratic governments in Cuba.
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Two ways in which economic crises seem to contrib-
ute to the demise of authoritarian regimes are: (a) by
fostering opposition to the regime among ordinary
citizens—people blame the government for their in-
creased poverty and withdraw support or acquies-
cence; and (b) by reducing the benefit stream to di-
rect supporters and coalition allies (Geddes 1995,
27).

By contrast, when an authoritarian regime is per-
ceived as successful, e.g., in terms of economic per-
formance, softliners are less likely to be able and will-

(O’Donnell and
Schmitter 1986, 16). There is no empirical evidence

ing to launch liberalization
to support the hypothesis that economic develop-
ment generates democracy. Countries under authori-
tarian regimes are not more likely to experience a
transition to democracy as they reach higher levels of

economic development (Przeworski and Limongi

1994, 6-9).

Applying the theoretical discussion to the situation in
Cuba leads to the following conclusions.

If one were to assume that a negotiated, peaceful po-
litical transition is possible in Cuba (like in Spain or
Poland, for example), then an economic crisis helps
to increase the probability of a negotiated transition
by fostering the emergence of softliners able and will-
ing to lead such transition. The U.S. economic em-
bargo hurts the Cuban economy (as will be seen be-
low). Thus, the argument by critics of the embargo
that lifting the embargo would help a peaceful transi-
tion in Cuba is self-contradictory.

Yet, as analyses of regime types and modes of transi-
tion indicate, a negotiated transition is extremely un-
likely or impossible under the Castro regime. Hence,
the economic crisis in Cuba should stimulate some
regime elites to take political reformist positions, but
such positions cannot be made public, doing so

would result in demotion or elimination. A hypothe-
sis that can be derived is that the combination of the
Castro regime type with economic crisis produces la-
tent softliners.?® A practical question is whether such
covert political reformers would help to bring about
the end of the Castro regime in the event of a politi-
cal transition pushed from below. Intuitively, the an-
SWer seems positive.

When softliners emerge in authoritarian regimes,
some are proto-democratizers who, confronting the
choice between democracy and the status quo or an
even more repressive dictatorship, prefer democra-
cy.40 Other softliners come to prefer democracy over
other possible alternatives when confronted with
pressures from below and the incapacity to repress
social forces effectively. These softliners do so be-
cause they engage in wishful thinking and entertain
the illusion that they will be able to win elections
(Przeworski 1991, chap. 2). Geddes (1995, 2) ob-
serves that transitions to democracy from single-party
regimes tend to take place due to exogenous shocks
rather than internal splits. A highly visible popular
opposition is an exogenous shock that tends to per-
suade cadres of the dictatorship to desert the regime
based on a cost-benefit analysis of staying with the
dictatorship.

In Cuba, there are signs that the regime is distressed
about inadequate support among regime cadres. The
economic crisis seems to be having a negative impact
on support within the regime.

A recent report from the “Central Commission of
Cadres,” created two years ago to help the Council of
Ministers evaluate the work of the top levels of the
nomenklatura, stated that problems with salaries con-
tinue to impair the motivation of cadres.4! It has
been documented that the standard practice of the
Castro regime over time has been to grant all sorts of

39. In the Soviet Union, Gorbachev was able to find allies within the Communist Party and the bureaucracy, people that supported

glasnost. Yet these same people were there in the pre-Gorbachev period, indicating that latent political reformers existed under the or-

thodox mantle of the pre-1985 period.

40. The usual first choice for softliners is a liberalized dictatorship. The typical initial project of softliners is not to establish democracy

but to liberalize as a way to ease pressures confronting the regime and thereby save the dictatorship.

41. “Radul Castro arremete contra dirigentes politicos,” E/ Nuevo Herald (10 April 1997).
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privileges, including material ones, to the ruling elite,
especially top officers of the party, the government
bureaucracy, the military and the state security appa-
ratus (Clark 1992, chaps. 22 and 23). In meetings to
discuss the party’s platform for their national con-
gress to be held in the fall of 1997, Communist Party
members in Havana report that a surprising number
of cadres are openly criticizing the platform. Tradi-
tionally such meetings have been to merely rubber-
stamp the platform. Members say that the platform
does not mention solutions to the economic prob-
lems that Cubans face every day. According to one
party member, “People are saying they don’t see the
government admitting anything wrong or taking any
real steps to get us out of our crisis; they are at the
end of their ropes, depressed.”® The regime also ap-
pears to be having problems with the motivation of
the Committees for the Defense of the Revolution,
(CDR). In a meeting of CDR leaders in Santiago de
Cuba in April 1997, CDR leaders were criticized by
the national leader of the CDR for abandoning their
mission of maintaining surveillance of their blocks
and neighborhoods.* Most ominous of all for the re-
gime are indications of concern over the loyalty of
military officers.

Title II of the Helms-Burton law calls for the U.S.
government to prepare a plan of assistance to transi-
tional and democratic governments in Cuba. Follow-
ing this directive, the Clinton administration released
in January 1997 a plan titled, “Support for a Demo-
cratic Transition in Cuba.” The document pledges
the U.S. government to help Cuba in various ways,
e.g., technical and financial assistance to rebuild the
economy, the infrastructure, and democratic institu-

tions. In addition, the document declares that the
U.S. is willing to return to a democratic government
the Naval Base at Guantanamo (a carrot to Cuban
nationalism) and that the armed forces in Cuba
could play a positive role in the transition. In refer-
ence to militaries in former communist countries, the
document makes the point that their core profession-
al interests need not be threatened by democracy,
that the armed forces in such countries have with-
drawn from non-military functions like internal se-
curity and economic activities. Moreover, an offer is
made of military-to-military cooperation with the
U.S. armed forces to a Cuban military that is sup-

portive of a civilian democratic government.

With the deterioration of the Cuban economy, a key
role for the Cuban military has been to run agricul-
tural and business enterprises, e.g., department stores
and tourist resorts.* According to a colonel in the
Cuban air force who defected to the U.S. in 1994,
there is a lot of discontent among professional offic-
ers in the Cuban military because they have been
forced to work in the agricultural sector.*> An official
of the Cuban government disclosed that fifty percent
of the armed forces is dedicated to agricultural activi-

ties.

After Clinton made public the “Support for a Demo-
cratic Transition in Cuba,” the Castro government
conducted a national campaign to have military of-
ficers sign a document supporting the Castro regime
and repudiating U.S. policy toward Cuba.4® Contin-
gency plans for the death of Fidel Castro, disclosed in
a document of the Cuban government, call for the

42. Juan O. Tamayo, “Will Albright make a move on Cuba policy?” The Miami Herald (19 June 1997).
43. Tomds Regalado, “Redoblan la vigilancia a los cubanos,” Diario Las Américas (30 April 1997).
44. Cathy Booth, “The Surprising Emergence of Raul,” ZTime, 144, no. 20 (14 November 1994).

45. Huntington (1991) indicates that in Romania, military disaffection was promoted by Ceaugescu’s policies weakening military pro-
fessionalism and corrupting the officer corps. From this perspective, the Romanian experience seems replicated in Cuba. The military in
Cuba is involved in business enterprises in the dollar sector of the economy, and some of these firms have become quasi-private. The
Cuban government acknowledges that there is widespread corruption among its ranks. See for example, Tomds Regalado, “Comunismo
cubano admite corrupcién amplia del gobierno,” Diario Las Américas (26 March 1997). For a report of corruption among top ranking

members of the state security apparatus (the Ministry of the Interior) see, “Impugnados por corrupcién dos altos funcionarios militares

cienfuegueros,” CubaNet News (1 August 1997).

46. Armando Correa, “Ejército cubano no asusta a Castro ni a Clinton,” El Nuevo Herald (20 April 1997).
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arrest of more than one hundred military officers,
who are under investigation.’

The bombings in major tourist hotels in Cuba in
1997 has kindled the question of possible involve-
ment of dissident military or security personnel in
Cuba, given the extreme security measures of the
government and the expertise and coordination in-
volved in the bombings. Whoever was responsible for
these acts, their occurrence points to a deterioration
in the effectiveness of the security apparatus. These
events had not occurred in Cuba for a very long time.

TRANSITION FROM BELOW IN CUBA

In cataloging possible scenarios of political change in
Cuba, Suchlicki (1992, 25-26) considers highly im-
probable that: (a) Fidel Castro will turn power to
somebody; (b) that he will be overthrown by a mili-
tary coup; or (c) that he will be assassinated.®® In
Suchliki’s view, it is a lot more likely that the Castro
regime will fall as the result of a Romanian-type tran-
sition, in which as the economy continues to deterio-
rate or stagnate popular revolt will spread with the
military, or most of it, siding with the population.# I
agree with Suchlicki’s opinion. But assigning this sce-
nario a high probability can be questioned on a num-
ber of grounds.>

One possible argument against the likelihood of a
transition from below is that the Castro regime still
enjoys considerable support. A variant of this asser-
tion, but with the same implication, is that Cuba is
different from Eastern European countries in that
communism in Cuba is the result of a national revo-
lution rather than an imposition by Soviet power.!
The underlying assumption in these arguments is
that legitimacy is an important factor in explaining
the endurance of the Castro regime.> Yet to use the
notion of legitimacy to account for the survival of
dictatorships is tautological.%

Another argument, similar to the legitimacy one but
not quite the same, is that the Castro regime enjoys
some significant degree of support due to feelings of
nationalism.> In this view, the U.S. embargo, rather
than increasing the possibility of a transition from
below, actually makes it less likely. The reason is that
the embargo produces a rallying around the flag ef-
fect. The idea is that pressure from the U.S. on the
Cuban government helps Castro to stay in power by
fostering among people support for the regime be-
cause of nationalism.>

While it is true that the Cuban government uses the
embargo, and measures to tighten it like the Cuban

47. Frank Calzdn, “Los funerales del Lider Maximo,” E/ Nuevo Herald (24 January 1997).

48. Removal of Fidel by a military coup is considered to be practically impossible, in part due to the organizational structure of the
armed forces and to the nature of counterintelligence. Elimination of Castro by assassination is also given a low probability because of
the tight security surrounding him.

49. The perception that substantial popular revolts can occur in Cuba as a consequence of the poor state of the economy is shared by
top generals in the Cuban military and by dissidents leaders in Cuba. Pablo Alfonso, “Plan abre via a militares cubanos,” E/ Nuevo Her-
ald (6 February 1997) and “Elizandro Sdnchez ve cambio inminente en Cuba,” E/ Nuevo Herald (19 January 1997).

50. The view that a deterioration of the economy increases popular discontent and can lead to a political transition in Cuba is held by
a number of scholars, e.g., Mesa-Lago (1995, 250).

51. A case could be made that, as in Cuba, in the Soviet Union communism was the result of a national revolution, or one could argue
that in both Cuba and the Soviet Union communists imposed their rule by force after the national revolutions.

52. Dominguez (1993b, 97-98) argues that an important factor explaining why the Castro government has not fallen is that, in con-
trast to countries in Eastern Europe, the Cuban regime enjoys legitimacy among the population.

53. For an explanation of this point see Przeworski (1986, 50-53). Dictatorships can survive without legitimacy; they can do so by the
threat of force. What matters for the stability of a dictatorship is not the legitimacy that the regime may have but the presence or ab-
sence of preferable alternatives.

54. The arguments are similar in the sense that both assume that popular support is an important factor for the survival of the regime.
They differ in the source of motivation for the support.

55. This argument is made quite frequently, e.g., Dominguez (1995, 698); Schulz (1994, 2); Gonzdlez (1996, 79-80); and Alejandro
Portes, “Under Helms-Burton: Cuba struggles but it’s not vanquished,” The Miami Herald (25 November 1996).
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Democracy Act and the Helms-Burton law, to stir up
nationalism, the effectiveness of these efforts is ques-
tionable.’ It is a big assumption to believe that be-
cause an authoritarian government tries to equate it-
self with the flag people will fall for it and support
the regime out of nationalism. The government at-
tempts might work on some people, but on how
many? Making what difference for regime support?
In Romania, Ceausescu tried to use nationalism as a
pillar of support for his government, but his appeal
to nationalism was depleted and came to fall on deaf
ears (Eyal 1990, 155).

There are a number of indicators raising doubts
about the effectiveness in Cuba of the rally around
the flag government efforts. One is the disjuncture
between the government and nationalism that ensues
from “tourist apartheid” and from the privileged
treatment given to foreign investors.” Foreign capi-
talists are given generous concessions to invest in
Cuba while the possibility of Cubans to develop their
own private enterprises is severely restricted by the
government (Gonzalez and Ronsfeldt 1994; Centeno
1996).8 Castro and other hardliners oppose going
beyond quite limited market reforms in Cuba’s inter-
nal economy as they open the country to enclaves of
foreign investment.” Evidence also suggests that peo-
ple are unswayed by efforts on the part of the Castro

government to blame the U.S. for problems in Cuba.
Reports indicate that people do not pay attention to
official declarations against the U.S., trying to fuel
the flames of confrontation.®

Even if one discards notions of popular support as
important for the survival of the regime, a transition
from below can be seen as a remote possibility be-
cause civil society is weak and the means of repres-
sion in the hands of the state are strong.®! This is the

view of several scholars, e.g., Gonzdlez and Ronsfeldt

(1994, 36); Centeno (1996); and Schulz (1994).

In an unprecedented coalescing of opposition groups
inside Cuba, Concilio Cubano was formed in Octo-
ber of 1995. It is an umbrella association that at its
inception brought together 130 organizations of vari-
ous types, e.g., political, environmental, professional,
labor unions, and human rights groups. Its central
goal has been to push for a peaceful transition to de-
mocracy. Concilio formally petitioned the Cuban
government for permission to meet for its first con-
ference on February 24-27, 1996, appealing to a pro-
vision in Cuba’s Constitution that recognizes the
right to free association. The government denied per-
mission and launched an intensive campaign of re-

pression against members of Concilio.

56. Ricardo Alarcén, president of the National Assembly, stated that the Helms-Burton is very useful for the Castro regime in ideolog-
ically motivating young people. Larry Rohter, “Cuba taking a harder line,” The New York Times (31 March 1996).

57. The term apartheid tourism is used to depict the fact that foreign tourist receive luxury treatment that is off-limits to the Cuban
population. The worst measures of apartheid lasted until 1993, but still the general population is not allowed into hotels, resorts, beach-
es, and other tourist areas.

58. For a description of obstacles put by the state on Cuban private entrepreneurs see Ulises Cabrera, “Crénica de un cuentapropista,”
APIC (14 August 1996) and Juan O. Tamayo, “Cuban inspectors crack down on home businesses,” The Miami Herald (27 March
1997).

59. According to Brown (1991, 127), in the German Democratic Republic and Romania, two regimes very unreceptive to perestroika,
the state’s refusal to reform antagonized the population to the point of open rebellion.

60. José Rivero Garcia, “La Verdad Desnuda” CubaPress (2 March 1996). See also the declaration of the Partido Liberal Democritico
de Cuba (8 April 1997), distributed by CubaNet. Cubans that have recently left the country report a growing pro-U.S. feelings among
Cuba’s youth because of the U.S. strong stand against the Castro dictatorship. “Cuba en la VI cumbre iberoamericana,” Revista Contac-
to (November 1996). It is revealing that one of Fidel’s nicknames in Cuba is Armando Guerra Solo.

61. A weak civil society is seen as one in which independent associations have few members and meager resources.
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Despite the constant repression against dissidents
and independent journalists in Cuba, the regime has
not destroyed them.®? New independent organiza-
tions are emerging all the time. The number of inde-
pendent organizations, e.g., political, professional, la-
bor unions, is increasing. For example, during the
past two years, the number of independent news
agencies grew from one to eight, and the number of
reporters from a handful in Havana to several dozen
around the island.®?

A common argument is that measures taken by the
U.S. to strengthen the economic embargo, i.e., the
Cuban Democracy Act of 1992 and the LIBERTAD
Act of 1996, have a negative impact on the strength
of the opposition in Cuba because such U.S. policies
give the Cuban government a pretext to increase re-
pression, and the government does so, e.g., Mesa-
Lago and Fabian (1993, 369-370) and Schulz (1994,
2). Yet the Cuban government has intensified repres-
sion whenever the regime have felt pressure from the
opposition, regardless of whether or not measures to
intensify the U.S. embargo were in place. The wave
of repression against members of Concilio Cubano
started on February 15, 1996. At this time, the
Helms-Burton bill seemed to be going nowhere in
the U.S. Congress, as Bill Clinton opposed the mea-
sure, and there was the impression that Clinton
wanted to ease relations with Cuba. Yet one could ar-
gue that at the time of the crack down on Concilio,
the Cuban Democracy Act of 1992 was in force. But
in 1991 there was another surge of repression in
Cuba against dissidents and human-rights activists.
In May 1991, in reference to the fall of communism
in Eastern Europe, Fidel Castro declared that if a sin-

gle concession is made to “reactionaires” all sorts of
concessions are demanded until they ask for your
head (Dominguez 1993a, 123-125). The regime did
not need any pretext of U.S. policy to justify repres-
sion. The campaign launched by Castro in 1991
against opponents in civil society was motivated by a
desire to avoid the experiences of Eastern European
countries, not because of an intensification of hostili-
ty on the part of the U.S. against the Cuban govern-
ment. In May of 1991, President Bush said in an ad-
dress transmitted over Radio Marti{ that the United
States had no aggressive intentions toward Cuba and
pledged that the U.S. would not invade Cuba.%
Thereafter, until 1992, Bush systematically opposed
bills introduced in Congress that would tighten the
U.S. economic embargo on Cuba (Dominguez 1994,
171-172). In 1991, Cubans did not fear an aggres-
sion on the part of the United States (Dominguez

1994, 170-172).

At the level of the general population, there has been
a positive association between deterioration of the
economy on one hand and discontent and criticism
of the Cuban government on the other.%> The Cuban
government has experienced an “exhaustion of ideol-
ogy.”® Linz and Stepan (1996, 49) argue that in
post-totalitarian regimes, faith in official ideology as
a foundation of legitimacy declines among the popu-
lation, and regime authorities increasingly resort to
performance criteria as the basis of support. From
this perspective, a current weakness of the Castro re-
gime is that economic performance in Cuba is quite
poor. Survey data show widespread popular dissatis-
faction with micro economic conditions (Baloyra

1994 and Gonzilez and Ronfeldt 1994).

62. An important phenomenon is happening. Recent reports indicate that people are coming out to defend dissidents as the latter are
being attacked by government repressive forces. Mercedes Moreno, “La solidaridad del pueblo con los periodistas,” Burd de Prensa Inde-
pendiente de Cuba (13 February 1997). Manuel David Orrio, “Defienden vecinos a sindicalistas independientes,” independent journal-
ist in Cuba (17 February 1997). In a meeting of leaders of the CDR’s, some participants stated that the population is attacking the

Committees. Tomds Regalado, “Redoblan la vigilancia a los cubanos,” Diario Las Américas (30 April 1997).
63. Elise Ackerman, “Guerrilla Journalism: The Underground Press Fights for an Audience,” The Washington Post (9 March 1997).

64. This was the first time since Castro took power that a U.S. president made such a pledge to the Cuban people.

65. According Gonzélez and Ronsfeldt (1994, xiii, 55 and 57), if the Castro regime is to survive, it will need to improve economic per-

formance at the micro level.

66. On the crisis of ideological legitimation in Cuba see Horowitz (1995) and Baloyra (1993 38).
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If one were to compare the strength of civil society in
Cuba today with that of civil societies in East Germa-
ny, Czechoslovakia and Romania, on the eve of their
transitions from below, the civil society in Cuba does
not seem weaker. These three Eastern European
countries, but specially Romania, had dictatorships
similar to the Castro regime. Czechoslovakia and the
GDR had frozen post-totalitarian regimes and Ro-
mania had a mixed type of totalitarianism and sul-
tanism.

In Romania, before the start of the revolt that top-
pled Ceaugescu, the opposition was minuscule. One
estimate is that there was one dissident for every two
million people (Brown 1991, 210). With a popula-
tion of about twenty-three million people, that
would have been approximately twelve dissidents. In
June 1989, there were only two independent organi-
zations, neither of which had publicly known leaders.
Dissidents worked alone or almost alone (Linz and
Stepan 1996, 352). Although sectors inside the
Ceaugescu government, members of the Communist
Party and of the Securitate, seem to have played an
important role in his overthrow, the initiative came
from below. The mass uprising triggered the actions

regime cadres took against the Ceaugescu dictator-

ship (Verdery and Kligman 1992, 120-121).

Czechoslovakia had not experienced political liberal-
ization when its velvet revolution started (Judt
1992). The foremost dissident group was Charter 77,
whose members were often jailed. None of the
groups that emerged in 1988 and 1989 besides Char-
ter 77 could be considered an organized political op-
position. In 1989, the hard-core of opposition
groups consisted of about sixty people, with approxi-
mately five hundred supporters and collaborators
(Linz and Stepan 1996, 319 and 321). The umbrella

organization, Civic Forum, was not formed until

November 1989, when the regime was about to col-

lapse (Linden 1993, 32).

East Germany’s dissident umbrella organization,
Neues Forum, was also formed in the heat of the rev-
olution (Linden 1993, 32). As late as months preced-
ing the collapse of communist rule in East Germany,
there was a high degree of repression against mem-
bers of independent groups and others who chal-
lenged the regime (Naimark 1992, 81-82).

It is estimated that in Cuba today there are several
thousand overt dissidents.”” Whatever the correct fig-
ure for Cuba, there are now more overt dissidents in
Cuba than there were in Romania and possibly in
Czechoslovakia and in East Germany as well.

In transitions via dictatorship breakdown, the mili-
tary is the ultimate support for the regimes. If the
military refuses to use force against the opposition
when the latter takes to the streets, the regime falls.
Opposition to the regime normally has to be wide-
spread before the military deserts the regime (Hun-
tington 1991). The growing disbelief in ideology
among government cadres in post-totalitarian re-
gimes, a feature of the regime in Cuba, increases the
probability that cadres in the repressive apparatus
will let the regime collapse rather than fire on the
democratic opposition in times of crisis (as occurred
in the velvet revolutions of East Germany and Czech-
oslovakia) (Linz and Stepan 1996, chap. 4).°% The
likelihood that the military will accept a democratic
outcome is greater when the military has had little or
no involvement in repressing the population, as is the

case in Cuba (O’Donnell and Schmitter 1986, 28).

AN OVERVIEW OF THE ECONOMIC
SITUATION

Economic growth in Cuba had been declining since
1986, but it was not until the fall of communism in
Eastern Europe that the Cuban economy plummet-

67. One estimate is 5,000. Steve Fainaru, “Nine Months Later, Cuba Dissidents Still in Disarray,” The Boston Globe (12 November
1996). Elizandro Sdnchez, one of Cuba’s best known dissident, say that there are “thousands.” Anita Snow, “Bruised by Crackdown,
Cuban Opposition Vows to Fight On,” Associated Press (24 March 1997).

68. Interview data indicates that among the coercive staff of the communist dictatorship in East Germany in 1989 there was a sharp
erosion in the belief in the legitimacy to use force against protesters. This fact seems to explain why protestors in East Germany were not

shot when they challenged the regime (Linz and Stepan 1996, 323).
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ed. From 1989 to 1993, Cuba’s Global Social Prod-
uct decreased by 45 percent (Mesa-Lago 1996).
Eighty-four percent of Cuba’s trade was with the
Council for Mutual Economic Assistance, and Cuba
lost socialist economic aid of more than $6 billion
annually (Mesa-Lago 1995, 187). The loss of Soviet
Bloc markets represented a decline in Cuba’s exports
from $5.4 billion in 1989 to an estimated $1.7 bil-
lion in 1994. Imports dropped from $8.1 billion to
$2.5 billion in the same period.® Mesa-Lago (1996)
estimates that in 1985 Cuba’s GDP per capita was
US$334, similar to that of Haiti, and in 1996 the
Cuban GDP per capita was US$61, the lowest in the
world.

Cuba stopped servicing its hard-currency debt in
1986. As of June 1997, the hard-currency foreign
debt of Cuba was about $11 billion.” As a conse-
quence of the foreign debt situation, Cuba’s external

financing consists mostly of costly, short-term loans.

One of the consequences of Cuba’s foreign debt is
the disruption of trade. Firms in foreign countries
have refused to continue trading with Cuba or have
threatened to suspend deliveries to Cuba because of
arrears in payments.”! Among the essential goods
Cuba needs to import are fuel and food. Cuba needs
to import fuel supplies to cover 50-80 percent of its
needs (Mesa-Lago 1995, 187). Data from Cuba’s
Central Planning Board indicate that in 1989 Cuba
imported 79 percent of the grains it consumed, 99
percent of beans, 21 percent of meat, 44 percent of
fish, and 38 percent of dairy products.”

The decline of the Cuban economy at the macro lev-
el after 1990 made the standard of living of the pop-
ulation a lot worse than usual, e.g., greater shortages
of food and fuel and a decrease in the availability of
transportation (Mesa-Lago 1993, 181-184 and 187;
Dominguez 1995, 691). Other consequences of the
poor economic performance have been deterioration
in government services, a sharp increase in unem-
ployment, and reduction of state subsidies for con-
sumer goods and public services.”?

Since 1994, the tumble of the economy stopped.
From the low level in which the economy found it-
self in 1993, the government reported 0.7 percent
growth for 1994, 2.5 percent for 1995, and 7.8 per-
cent for 1996. Cuban officials estimate that the
growth rate for 1997 will be 4 percent. These growth
data are more indicative of a trend than of actual
growth because of the unreliability of the data. At an
annual growth rate of 4 percent, it would take until
2005 for Cuba to attain the economic levels of
1989.74

The economic growth since 1994 has not meant im-
proved living conditions for the population. Carlos
Lage, a vice-president of Cuba’s Council of State and
the top official in charge of the economy, in a speech
at the V Plenum of the Central Committee of the
Communist Party in March 1996, said that, despite
the economic recovery, ordinary Cubans should ex-
pect to continue living with the austerity that has
been the main feature of life since the collapse of
communism in Eastern Europe.”> The Central
Workers Union (CTC), the government controlled

69. Data from the Economist Intelligence Unit. Don C. Becker, “Cuba,” The Journal of Commerce (8 February 1996).

70. Nelson del Castillo, “Débil la relacién econémica cubana con el Caribe,” Diario Las Américas (16 June 1997). This foreign debt
figure does not include the 21 billion rubles owned to the former Soviet Union.

71. “Cuban debt discord sours Japan trade mission,” Reuter News Service (24 November 1995). Chronology of Cuban Events, 1994,
Information Resources Branch, Radio Marti Program, 22 March and 1 November. Cuba’s officially declared trade deficits have been
increasing. In 1994, the deficit was $624 million; in 1996 it was $1.7 billion.

72. Dalia Acosta “Food Shortfall Continues” InterPress Third World News Agency (23 September 1996).

73. The problem of unemployment has resulted from a reduction in public employment and the inability of a very limited private sec-

tor to absorb a significant number of the unemployed.

74. Edward Gonzdlez, “U.S. Can Better Dispose of Castro by Helping the Moderates in Cuba,” Los Angeles Times, home edition, Busi-

ness section (3 March 1996).

75. Larry Rohter, “Cuba taking a harder line,” The New York Times (31 March 1996).
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labor union, declared in September of 1996 that the
growth of the economy in 1995-96 had not meant a
significant improvements in the consumption of ba-
sic foodstuff for the general population.”® There are
indications that living conditions for the populace
have deteriorated in comparison with 1995.7

Sugar production does not promise to be a solution
to Cuba’s economic quagmire. Attracting foreign
capital seems to be a necessary element to make head-
way in Cuba’s economic performance (Mesa-Lago
1995, 187, 191 and 201-203). Tourism accounts for
a large share of all foreign investment in Cuba. For-
eign earnings from tourism have recently surpassed
foreign income from sugar.”

In 1989, the Cuban government started a campaign
to attract foreign investment, mostly in the form of
joint ventures in which state enterprises are the ma-
jority shareholders. Foreign investment has been al-
lowed primarily in enclaves oriented toward exports
and in the tourist industry.” Using official figures,
foreign investment “committed/delivered” as of Au-
gust 1996 was about $752 million.®° Risk analyses
published for foreign investors, e.g., by Euromoney,
rank Cuba as one of the riskiest countries in the
world. Thus, the type of private investments in Cuba
must typically be in projects that require small invest-
ments, that offer high profits and that make possible
quick rates of return on investments.®! Ibrahim Fe-
rradaz, Cuba’s foreign investment minister, stated in
1996 that more than 75 percent of joint ventures and
economic associations with foreign firms in Cuba in-
volved investments no larger than $5 million.8? The

business climate in Cuba inhibits a sufficient level of
foreign investment to make a significant difference
for economic growth. Foreign joint ventures employ
only 1.3 percent of the working age population
(Werlau 1996).

Yet foreign investment provides hard currency to the
regime. The Cuban government is receiving about
US$212 million in annual income, including tax rev-
enues, from foreign investment. The state’s most im-
portant source of revenue from foreign investment
comes from wage confiscation. The system of super
exploitation of workers employed in joint ventures
nets the state approximately an additional US$361
million a year. Foreign firms cannot hire workers di-
rectly. The state provides the work force through a
special employment agency. On average, the state re-
ceives from foreign investors US$450 a month per
worker while the government pays workers in Cuban
pesos the equivalent of approximately US$10 a
month (Werlau 1996).

THE EFFECT OF THE U.S. EMBARGO ON
CUBA’S ECONOMY

Given the large amount of economic aid that Cuba
received from the Soviet Bloc countries, the U.S. eco-
nomic embargo did not pose a major problem for
Cuba (Mesa-Lago 1995, 197). The U.S. economic
embargo has come to have an important negative ef-
fect on the Castro regime only after the end of non-
market economic relations between Cuba and East-
ern European countries.

The Helms-Burton law has curtailed hard currency
income to the Cuban government in at least the fol-

76. Dalia Acosta “Food Shortfall Continues” InterPress Third World News Agency (23 September 1996).

77. At the end of 1996 and the beginning of 1997, several sources reported increased shortages of food in the rationing system, price
increases for food in the market system, worsening electricity and cooking gas shutoffs, and increases in prices for public utilities. For
example, see Juan O. Tamayo, “Cubans fear a recurrence of ‘old days’,” The Miami Herald (25 September 1996); Ulises Cabrera, “La
verdad sobre la falsa revalorizacién del peso cubano,” APIC (26 November 1996).

78. Frances Kerry, ”Cuba tourism sector tries to stamp out prostitution,” Reuters News Service (12 December 1995).
79. Baloyra (1994, 33) and Frank Calzén, “Is Canada aware of evil in cutting deals with Cuba?” The Miami Herald (15 April 1996).

80. Cuban government data on foreign investment in Cuba are inflated. According Jorge Pérez-Lépez, UN data shows that foreign di-
rect investment into Cuba from 1990 to 1994 was $60 million; see Werlau (1996).

81. Some of the incentives given by Cuba to foreign investors are: total or partial exemption of taxes on profits and customs duties and

free repatriation of profits.

82. “Cuba woos small, medium foreign businesses,” Reuter News Service (25 November 1996).
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lowing ways: (a) decreasing new investment in Cuba
by non-U.S. firms; (b) getting some firms which had
investments in Cuba to divest; and (c) solidifying the
maintenance of the embargo (since lifting it now re-
quires congressional approval); thus significantly de-
creasing the possibility that American investors and
tourists will expend their money in Cuba.

Carlos Lage acknowledges that the Helms-Burton
has slowed down foreign investment in Cuba.$? Ac-
cording to Canada’s Ambassador to Cuba Mark En-
twistle, the Helms-Burton law has had a “chilling ef-
fect” on investment decisions in Cuba by Canadian
businessmen.®* Following the passage of the Helms-
Burton law, a trade delegation that was scheduled to
travel to Cuba from the Caribbean Export Develop-
ment Agency lost half of its participants due to can-
cellations.®> Foreign firms have canceled, frozen or
quietly deferred plans for investment in 17 hotels in

Cuba.

Two firms that have ended their business in Cuba af-
ter the signing of the LIBERTAD Act are the Span-
ish firms Occidental Hoteles and Paradores Naciona-
les.86 Cemex, a Mexican company, also left Cuba just
days before its top executive was to receive a U.S.
State Department letter warning him that he might
be violating provisions of the Helms-Burton law.?
Cemex has four cement production plants and eight
distribution sites in the United States and its CEO
wanted to avoid losing his ability to come into the
United States. According to Archibald Ritter, profes-
sor of economics of Carlton University in Canada,
Irving Corporation pulled out of Cuba in August

1995 largely because of concerns over the liability in
the U.S. that the Helms-Burton bill presented. Irving
Corporation owns property in the U.S. (In 1995, the
bill was being considered in the U.S. Congress.)®
Other companies that have reportedly abandoned
Cuba after the passage of Helms-Burton law include
the Canadian sugar trading house Redpath, the
South African mining company Gencor, and Mexi-
can companies PEMEX and Grupo Vitro.®” The
Mexican firm Grupo Domos, the largest foreign in-
vestor in Cuba, decided to divest from its share in the
Cuban telephone company ETECSA. Domos had
been singled out by the U.S. government in applying
Title IV of the Helms-Burton law. Domos executives
and their families were barred from entry into the
U.S. Moreover, Domos was short $300 million to
complete the original deal with the Cuban govern-
ment, and apparently Domos could not find a part-
ner willing to invest in ETECSA because potential
investors were afraid of being subject to sanctions un-
der the Helms-Burton law.?

Despite the problems that Cuba has in attracting for-
eign investment due to political and economic prob-
lems unrelated to the U.S. embargo, it is to be ex-
pected that if the United States were to lift its
embargo there would be a number of American firms
willing to invest in Cuba.

Before the Cuban air force shot down the civilian
planes on February 24, 1996, killing three American
citizens and one U.S. resident, the Clinton Adminis-
tration gave the impression that it wanted to ease re-
lations with the Cuban government. There was the

83. Time News Service (7 March 1996) and CubaHoy 2, no. 142 (27 March 1996).
84. Pascal Fletcher, “Canada sees *chill” effect of U.S. law on Cuba,” Reuter News Service (8 May 1996).

85. Cuba Brief (12 April 1996).

86. Juan Gonzdlez Yuste, “Una cadena de hoteles espafiola se retira de Cuba,” E/ Periddico (12 June 1996) and Juan O. Tamayo, “For-
eign Firms Delay Plans for Cuba Hotels,” The Miami Herald (14 June 1996).

87. “Cemex leaves Cuba to avoid U.S. sanctions,” Reuter News Service (9 May 1996) Cemex operated a cement plant in Cuba that once
belonged to the U.S. company Lone Star Industries and had a contract to market cement produced in Cuba.

88. The Journal of Commerce (6 March 1996).

89. Cuba Brief (12 April 1996). U.S. Assistant Secretary for International Affairs, Jeffrey Davidow, reported to Congress in July 1996
that, because of Title IV of the LIBERTAD Act, a significant number of firms that were doing business involving confiscated U.S.

properties were ending those business deals (Werlau 1996).

90. “Mayor inversionista anunciarfa su retirada de Cuba a fin de mes,” E/ Nuevo Herald (3 March 1997).
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expectation that the U.S. economic embargo was go-
ing to be lifted or at least weakened. This perception
prompted a surging trend of American entrepreneurs
traveling to Cuba to scout business deals. Between
1994 and 1996, about 1,500 representatives of
American firms went to Cuba, and according to an
official of the Cuban government, more than 100
U.S. companies signed nonbinding letters of intent
with state enterprises to do business in case the U.S.
embargo ended.”!

Besides increases in foreign direct investment going
into Cuba if the U.S. embargo is lifted, such an event
would also increase hard currency earnings for the
Cuban government from American tourists. It is esti-
mated that an end of the embargo could quickly dou-
ble the number of tourists going to Cuba. When
Clinton seemed to be considering lifting or weaken-
ing the embargo, there were plans in the shipping
sector to dock four cruise ships simultaneously in
Havana. Under the embargo, ships calling on Cuba
have to wait six months before making a port stop in
the United States; thus, Cuba currently hosts only
one cruise ship a week.”? The U.S. Trading with the
Enemy Act prohibits Americans from going to Cuba
as tourists; the fine can be up to $55,000 per viola-
tion.

Despite measures to strengthen the embargo, the
U.S. is the largest source of humanitarian aid to Cu-
ba.?? The European Union sends Cuba about $20
million a year in humanitarian aid.** The Clinton ad-
ministration allowed the delivery of $140 million in
humanitarian aid to Cuba during Clinton’s first
term.”

CONCLUSIONS

It is a tragedy. Under the Castro regime, the only
kind of political transition that can be reasonably ex-
pected is a transition in which the initiative comes
from below. It is not a matter of preferring a transi-
tion from below among alternative transition paths.
It is that the regime type leaves no choice. A negative
aspect of a transition via collapse in Cuba is that such
transition can involve violence. At best, the transition
could be relatively non-violent like those in the Ger-
man Democratic Republic and in Czechoslovakia.
But the end of the Castro regime most likely will be
like the Romanian case. The sultanistic features of
the Castro regime virtually preclude a nonviolent
transition.” It is unrealistic to believe that a peaceful,
negotiated transition is possible under the Castro re-
gime, regardless of whether there is a U.S. embargo
or not.

The weakness of civil society in Cuba today and the
strength of the repressive apparatus are not factors
that preclude a transition from below. A mass upris-
ing could erupt, spread and obtain the support of sig-
nificant sectors of the armed forces and possibly of
members of the security forces and other regime cad-
res. The current strength of the overt opposition in
civil society in Cuba is not less than in other coun-
tries with similar dictatorial regimes that experienced
political transitions initiated from below. Moreover
there are theoretical reasons and indications of evi-
dence to expect that regime cadres may be willing to
join the people in the event of a popular uprising.

Objections to the U.S. embargo, and to the Helms-
Burton law in particular, may be raised on several
grounds, e.g., in terms of violations of international

91. Werlau (1996, 458-59) and Mimi Whitefield, “Bill Puts Damper on Foreign Investments Initiatives,” 7he Miami Herald (1 April
1996). On October 7, 1995, senior executives from more than 40 major U.S. corporations, including Sears, Hyatt Corporation, Gener-

al Motors, Samsonite Luggage, Kmart, Tandy Corporation, the Gap, Lowes, Rockwell and Harley-Davidson dined with Fidel Castro in
Havana. Chronology of Cuban Events, 1995, Information Resources Branch, Radio Mart{ Program.

92. Don C. Becker, “Cuba,” The Journal of Commerce (28 February 1996). Frances Kerry, “U.S. travel executives meet Cuban tourism

minister” Reuter News Service (12 December 1995).

93. U.S. Department of State, “The U.S. embargo and healthcare in Cuba” (14 May 1997).
94. “Cuba-Europe: EU Rejects Washington Deal,” InterPress Third World News Agency (4 September 1996).
95. Steve Fainaru, “Nine Months Later, Cuba Dissidents Still in Disarray,” 7he Boston Globe (12 November 1996).

96. Sultanistic characteristics make a violent transition most likely, see Linz and Stepan (1996, 357).

254



Implication of the U.S. Economic Embargo for a Political Transition in Cuba

or U.S. laws. This article has limited itself to an anal-
ysis of the impact of the embargo on the possibility
of a political transition in Cuba. This relationship is
the main justification on the part of the United
States for the Helms-Burton law and already presents
enough complexity and controversy to warrant an ar-
ticle devoted solely to it. Other implications of the
U.S. embargo can be the subject of other works.

The U.S. embargo is conducive to a political transi-
tion in Cuba. Even if it were possible for a transition
to be negotiated between softliners and members of
the opposition inside Cuba, the U.S. economic em-
bargo would help promote the emergence of softlin-
ers by contributing to the economic plight. In the
scenario of a transition from below, the embargo,
and the LIBERTAD Act, also help bring about the
demise of the Castro dictatorship by increasing the
economic pressures that promote covert opposition
within the regime and make a mass uprising more

likely.

Theory and evidence from comparative studies indi-
cate that poor economic performance is conducive to
the demise of dictatorships. Concurrently, evidence
from Cuba indicates that the economic crisis is un-
dermining the ability of the dictatorship to survive by
increasing discontent among regime cadres and in
the general population.

The test of the effectiveness of the U.S. embargo is
not its power to paralyze the Cuban economy but its
capacity to reduce the financial resources available to
the regime to distribute benefits to regime cadres and
sustain mass acquiescence, i.e., to ease pressures with-
in and below the regime arising from the deteriora-
tion of economic conditions. In fact, the embargo is
currently reducing the amount of hard currency that
the Cuban government is able to obtain.

Dominguez (1995, 691) has raised a challenging
question. There has been a severe deterioration of the
Cuban economy at the macro level as well as in the

living conditions of the population for about six
years now. So, why has the Castro regime not fallen,
despite the extraordinary suffering that afflicts the
Cuban people? How long does it have to take for the
Castro regime to fall under current conditions? How
bad does the economic situation have to get before
there is a mass uprising? An answer to these questions
is in terms of probabilities.”” While the Castro dicta-
torship has managed to survive thus far, the likeli-
hood that it will fall is greater the longer its economy
continues to deteriorate or stagnate.”® The issue is
not one of a threshold; it is one of probability. Evi-
dence from Cuba indicates that as the economy stag-
nates discontent with the regime is greater among the
population and among cadres. Thus, the political dy-
namics seem to be moving in a direction conducive
to a political transition. The correct notion does not
seem to be that if after a certain number of years of
serious economic problems or after reaching a given
point of economic deterioration the dictatorship has
not fallen then it can be concluded that the regime is
invulnerable to economic crises.

An alternative to maintaining the embargo is to lift
it. It is an illusion to believe that ending the embargo
will lead to greater respect for human rights in Cuba
or encourage a negotiated political transition under
the Castro regime. The failure of normal internation-
al relations between Cuba and countries in Latin
America and Western Europe to achieve political lib-
eralization or respect for human rights supports this
conclusion. The foremost goal of the ruling elite is to
perpetuate itself in power. The strategy of the dicta-
torship apparently is to obtain enough foreign ex-
change from its international transactions to muddle
through while refusing to allow political liberaliza-
tion. The Castro government is not willing to pay
the price of respect for human rights for better inter-
national economic relations.

Lifting the embargo would not mean that the Castro
government would allow significant market-oriented

97. A finding by Przeworski and Limongi (1994) is that the probability that a dictatorship will fall is greater when the dictatorship ex-

periences an economic crisis.

98. Geddes (1995, 25) observes that, contrary to military regimes of the South American type, political transitions in single-party re-

gimes require further and deeper economic shocks.
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economic reforms nor that there would be a dramatic
improvement in economic performance. The Cuban
government has refused to move beyond quite limit-
ed market reforms while engaging in economic rela-
tions with countries other than the United States. Yet
lifting the embargo would help the Castro regime to
survive. Besides handling a political victory to the
Cuban government, the end of the embargo would
increase the financial resources available to the re-
gime with which to ease the pressures it confronts
arising from Cuba’s economic situation.

The end of the embargo would make a political tran-
sition less likely. The likelihood that Fidel would die

of natural causes while in office would be greater.
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