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On March 15, 2000, the Committee on Ways and
Means, U.S. House of Representatives (the Commit-
tee), requested the U.S. International Trade Com-
mission (the Commission) to examine and report on
the economic impact of U.S. sanctions with respect
to Cuba. The Committee requested that the Com-
mission’s report provide:

1. an overview of U.S. sanctions with respect to

Cuba;

2. description of the Cuban economy, Cuban trade
and investment policies, and trade and invest-
ment trends;

3. an analysis of the historical impact of U.S. sanc-
tions on both the U.S. and Cuban economies,
especially on affected sectors and, to the extent
possible, on U.S. exports, imports, employment,
consumers, and investment; and

4. an evaluation of the current impact of U.S. sanc-
tions on U.S.-Cuban bilateral trade, investment,
employment, and consumers, with particular at-
tention to the effects on U.S. services, U.S. agri-
culture, and other sectors for which the impact is
likely to be significant.

The historical impact of U.S. sanctions with respect
to Cuba on the U.S. and the Cuban economies is as-
sessed for the time period from 1960 through the
1996 implementation of Cuban Liberty and Demo-
cratic Solidarity Act (CLDSA, also known as the
Helms-Burton Act), as that act was the most recent
change made to U.S. sanctions with respect to Cuba
prior to the institution of this report.

The current impact of U.S. sanctions on the U.S.
and the Cuban economies is assessed for the time pe-
riod after 1996. To assess this, the Commission ana-
lyzed the economic impact of what estimated U.S.-
Cuban bilateral trade and investment flows might
have been in the absence of U.S. sanctions.

Baseline trade data used were Cuba’s average annual
trade with the world during 1996-98, the most re-
cent period for which such data were available. The
Commission estimated expected U.S.-Cuban bilater-
al trade and foreign exchange flows in the absence of
U.S. sanctions using data obtained from an analysis
of the Cuban economy; factfinding travel in the
United States and in Cuba by Commission staff; a
public hearing on September 19-20, 2000, and writ-
ten submissions from the public; an informal tele-
phone survey of over 200 U.S. companies and associ-

1. This paper is the executive summary for the United States International Trade Commission (USITC) study, The Economic Impact of
U.S. Sanctions with Respect to Cuba, USITC Publication 3398, Investigation No. 332-413, February 2001. The entire report can be
found on the USITC website at ftp://ftp.usitc.gov/pub/reports/studies/pub3398.pdf. The report was undertaken by a team of econo-

mists and industry analysts at the Commission. Jonathan R. Coleman was a project leader for the study and presented the paper at the

ASCE meeting.
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ations; a review of the relevant economic literature;
and an econometric analysis.

The Commission has made no assumptions in this
report regarding any possible future policy changes in
Cuba. This report does not address trade in strictly
military goods and services or trade in goods, servic-
es, and technology subject to export controls relating
to U.S. national security interests—all areas not tra-
ditionally monitored by the Commission.

PRINCIPAL FINDINGS

Historical and Current Impact on the U.S.
Economy

U.S. economic sanctions with respect to Cuba had a
minimal overall historical impact on the U.S. econo-
my. Despite the relatively small size of its economy,
Cuba was an important U.S. trade partner in the
1950s. U.S.-Cuban economic relations deteriorated
significantly before comprehensive U.S. economic
sanctions were implemented in reaction to political
events in Cuba in the late 1950s. With most U.S.
economic assets in Cuba expropriated by the Castro
government during 1959-60, the U.S. economic
sanctions of October 1960 and comprehensive sanc-
tions of February 1962 appear to have caused few ad-
ditional costs for the U.S. economy. Even with mas-
sive economic assistance from the Soviet Union
during 1960-89, Cuba remained a small global mar-

ket relative to other Latin American countries.

The Cuban Government signed its first major trade
agreement with the Soviet Union in 1960, and had
seized almost all U.S. property in Cuba before com-
prehensive U.S. economic sanctions were imposed in
1962. Between 1960 and the late 1980s, Cuba’s rela-
tively closed economy relied extensively on economic
assistance from, and long-term economic agreements
with, the Soviet bloc countries and China.

The Commission estimates that U.S. exports to
Cuba in the absence of sanctions, based on average
1996-98 trade data, would have been approximately
$658 million to $1.0 billion annually; this is equiva-
lent to about 17 to 27 percent of Cuba’s total im-
ports from the world, or less than 0.5 percent of total
U.S. exports (Table 1). This estimate would increase
marginally, to $684 million to $1.2 billion, if U.S.

exports were to increase by the amount of estimated
additional net foreign exchange flows from the Unit-
ed States to Cuba from telecommunication services
payments, travel and tourism payments, and U.S.
foreign direct investment.

Estimated U.S. imports from Cuba in the absence of
sanctions, based on average 1996-98 trade data and
excluding sugar (U.S. sugar imports are government-
regulated), would have been approximately $69 mil-
lion to $146 million annually; this is equivalent to
about 7 to 15 percent of total Cuban exports to the
world, or less than 0.5 percent of total U.S. imports
(Table 2).

Historical and Current Impact on the Cuban
Economy

U.S. economic sanctions with respect to Cuba gener-
ally had a minimal overall historical impact on the
Cuban economy. Cuba adjusted quickly to U.S. eco-
nomic sanctions through political and economic the
alliance with the Soviet bloc countries. Soviet eco-
nomic assistance, which peaked at nearly $6 billion
annually in the 1980s, largely offset any adverse ef-
fects of U.S. sanctions and enabled the Cuban econo-
my to grow.

The loss of Soviet economic assistance after 1990
caused a severe downturn in the Cuban economy,
bringing to the forefront longstanding inefficiencies
in the Cuban economy. The loss of Soviet assistance
eventually forced Cuba to introduce economic re-
forms to attract foreign investment, and selective eco-
nomic liberalization to stimulate domestic produc-
tion.

Despite the close geographic proximity that would
appear to make the United States and Cuba natural
trading partners, bilateral economic relations in the
absence of sanctions could be limited for several rea-
sons. For example, production constraints limit Cu-
ba’s near-term export potential; foreign exchange
constraints limit Cuba’s import purchasing power;
and Cuba’s investment regime remains restrictive.
Cuba also tends to select its trade and investment
partners based on political considerations—the de-
sire to maintain economic ties with existing partners
and to avoid becoming economically dependent on a
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Table 1. Estimated Annual U.S. Exports to Cuba in the Absence of U.S. Sanctions
(based on average 1996-98 trade data)

Estimate of
Cuban imports Estimate of Cuban share of total
from the world, U.S. share Estimate of U.S. U.S. exports,
1996-98 average of Cuban imports exports to Cuba 1996-98 average
Sector Million Dollars Percent Million Dollars Percent
Selected agricultural products
Meat 95 65-80 62-76 1
Dairy 82 5-15 4-12 1-3
Wheat 86 40-60 34-52 1
Rice 99 40-60 40-59 4-6
Feedgrains 10 90-100 9-10 (2)
Animal feed 53 80-90 42-48 1
Fats and oils 37 80-90 29-33 1
Dry beans 64 20-40 13-26 4-8
Cotton 12 50-70 6-8 ©)
Winter vegetables (®) (®) (©) @)
Tropical fruit (°) (®) ©) ©)
Seafood 21 5-10 1-2 ©)
Totald 559 43-58 241-327 1
Selected intermediate and manufactured goods
Fertilizer 75 10-20 8-15 ©)
Pesticide 41 0-10 0-4 ©)
Pharmaceuticals 26 0-5 0-1 ©)
Textiles and apparel 60 10-15 6-9 ©)
Steel 121 ® ©) ©)
Machinery 342 35-45 120-154 ©)
Transportation equipment 123 35-45 43-55 ©)
Power generation machinery 78 ©) (©) ©)
Electronics goods 169 0-10 0-17 ©)
Medical equipment 12 50-70 6-8 ©)
Plastics 42 0-10 0-4 ©)
Tires 33 65-75 21-25 1
Sporting goods 5 20-30 1-2 ©)]
Totale 1,127 18-26 204-294 (®
Other productsf 2,129 10-20 213-426 ©)
Grand total 3,815 17-27 658-1,047 ©)

Source: 1996-98 average annual base value of Cuban trade data from various sources. Estimated U.S. share of Cuban trade and estimated U.S.—~Cuban
trade data are derived from USITC estimates and the USITC gravity model.

a. Less than 0.5 percent.

b. Not available.

c. Less than $500,000.

d. Represents over 90 percent of total Cuban imports of agricultural products.

e. Represents about one third of total Cuban imports of intermediate and manufactured goods.

f. “Other products” consist of miscellaneous imports of Cuba, mostly of intermediate and manufactured goods, for which the Commission has not
made separate determinations of potential U.S. exports. These include, but are not limited to, miscellaneous edible products; co rk and wood, and prod-
ucts made therefrom; miscellaneous textile fibers; coal; petroleum and petroleum products; natural gas, organic and inorganic chemicals; dyes and paints;
perfumes and cosmetics; herbicides, rubber products other than tires, paper and cardboard; stone, clay, and glass; non-ferrous metals; manufactured met-
al products; construction materials and fixtures; furniture; travel goods; footwear; professional instruments other than medical equipment; watches and
clocks; and other miscellaneous manufactures.

single country—rather than economic cost factors.  export products—Cuba would have to reduce sales

Productivity constraints likely would limit Cuba’s  to other countries in order to export to the United
near term ability to increase production of its main  States. Similarly, Cuba’s lack of foreign exchange
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Table 2. Estimated Annual U.S. Imports from Cuba in the Absence of U.S. Sanctions
(based on average 1996-98 trade data)
Estimate of Cuban
share of total U.S.
Cuban exports to the Estimate of U.S. share Estimate of U.S. imports, 1996-98
Sector world, 1996-98 average of Cuban exports imports from Cuba average
Million Dollars Percent Million Dollars Percent
Selected agricultural products
Winter vegetables (2) 45-90 ©) Q)
Tropical fruit (@) 25-45 ® ®)
Citrus fruit 46 20-50 9-23 2-6
Sugar 860 © ) ©)
Distilled spirits 100 15-25 15-25 1
Cigars 99 15-30 15-30 5-10
Seafood 109 5-10 5-11 (b)
Totald 1,214 e13-25 545-89 (°)
Selected intermediate and manufactured goods
Pharmaceuticals 36 0-5 0-2 (®)
Textiles and apparel 5 10-15 0-1 (®)
Steel 44 0-25 0-11 ®)
Nickel and cobalt 391 0 0 (®)
Cement 25 75-95 19-24 2-3
Totalf 501 4-7 19-37 (®)
Other productsg 101 5-20 5-20 (®)
Grand total 1,817 57-15 569-146 (®)

Source: 1996-98 average annual base value of Cuban trade data from various sources. Estimated U.S. share of Cuban trade and estimated U.S.—~Cuban

trade data are derived from USITC estimates and the USITC gravity model.

Note: Totals may not add due to rounding.

Less than $500,000.
. Less than 0.5 percent.
Not available.

Estimate excludes sugar.

Represents over 85 percent of total Cuban exports of intermediate and manufactured goods.
“Other products” consist of miscellaneous exports of Cuba for which the Commission has not made separate determinations of potential U.S. im-

a.
b
c
d. Represents over 95 percent of total Cuban exports of agricultural products.
e
f.
g

ports. These include, but are not limited to, coffee; tobacco products other than cigars; miscellaneous chemical products; non-ferrous metals; manufac-

tured metal products; miscellaneous machinery; travel goods; and other miscellaneous manufactures.

would mean that Cuban imports of U.S. goods most
likely would displace imports of similar goods from

other countries.

The Cuban Government estimates that the cumula-
tive cost of U.S. economic sanctions on the Cuban
economy was $67 billion through 1998, including
such costs as reduced trade and tourism, higher ship-
ping costs, inability to procure spare parts, frozen
bank accounts, foreign debt problems, and emigra-
tion of skilled workers. That estimate does not factor
in the cumulative value of Soviet bloc economic as-

sistance provided since 1960.

IMPACT OF SANCTIONS ON U.S. AND
CUBAN ECONOMIC SECTORS

Services

Air transportation. U.S. economic sanctions had a
small but measurable adverse historical impact on
U.S. airline revenue and employment. Industry
sources estimate that annual revenues from regularly-
scheduled passenger service to Cuba in the absence of
sanctions would account for no more than 1 percent
of total passenger revenues of U.S. airlines. U.S. air-
ports estimate that they would benefit from increased
revenues if U.S. airlines were able to provide regular-
ly-scheduled service to Cuba. Cuban Government
officials reported that U.S. economic sanctions have
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resulted in higher costs for U.S.-manufactured air-
craft components. Cuba has renovated its largest air-
ports with the help of foreign investment; those air-
ports probably would benefit from increased revenue
and employment as a result of the operation of regu-
larly scheduled flights to and from the United States

in the absence of sanctions.

Maritime transportation. Sanctions had an adverse
historical impact on several U.S. sea ports. The port
of New Orleans took nearly 10 years to replace the
volume of cargo that it had shipped to Cuba. Florida
ports, including the Port of Jacksonville and Port Ev-
erglades, also reported a similar adverse impact. U.S.
ports, shipping lines, and cruise lines most probably
would benefit in the absence of sanctions, and addi-
tional U.S. longshoremen jobs would be created. Cu-
ban officials reported that U.S. sanctions, by restrict-
ing the operation of U.S.- and foreign-flag vessels
with respect to Cuba, have increased Cuba’s shipping
costs and deterred vessels of foreign shipping lines
from docking in Cuban ports. Cuba’s ports and mer-
chant fleet also would probably benefit from in-
creased shipping in the absence of sanctions.

Banking and insurance. Sanctions did not have a
significant direct historical impact on U.S. financial
services firms because Cuba had expropriated them
before sanctions were imposed. Cuba is a small mar-
ket for financial services, and U.S. financial services
firms most probably would not make significant in-
vestments in Cuba in the absence of sanctions be-
cause of Cuban restrictions on foreign investment.
Cuban banks and insurance firms are unlikely to be
significantly affected in the absence of U.S. sanc-
tions.

Construction. The U.S. construction services indus-
try participated in a wide range of infrastructure
projects in Cuba prior to the imposition of sanctions.
After sanctions were imposed, U.S. construction
firms were replaced by Soviet and, more recently, Ca-
nadian and European firms. The historical impact of
the sanctions on the U.S. industry was small, given
the small size of the Cuban economy, limited busi-
ness opportunities in Cuba, and alternative opportu-
nities elsewhere in Latin America. U.S. industry
sources report that their concerns about Cuba’s abili-
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ty to finance major construction projects make it un-
likely that the United States would become a signifi-
cant exporter of such services to Cuba in the absence
of sanctions.

Telecommunications. The United States never com-
pletely severed telecommunications links with Cuba,
and a small number of U.S. companies currently pro-
vide certain telecommunications services to Cuba.
U.S. sanctions reportedly have had a large negative
effect on the Cuban telecommunication industry,
which functions with an antiquated and poorly
maintained domestic infrastructure. U.S. telecom-
munications providers most probably would attempt
to increase their participation in the Cuban market if
U.S. sanctions were removed, although market op-
portunities may be limited because telecommunica-
tions providers of other countries already have made
significant inroads in the Cuban market. A Cuban-
Italian joint venture company has a 12-year exclusive
agreement to provide basic telecommunication ser-
vices in Cuba. Another Cuban joint venture compa-
ny with Canadian investors has a 20-year exclusive
agreement to provide analog and digital cellular ser-
vice to Cuba.

Tourism. Sanctions had a minimal direct historical
impact on the U.S. tourism industry because U.S.
properties were expropriated before sanctions were
imposed and Cuba’s tourism sector suffered due to a
declining number of U.S. visitors in the late 1950s.
Cuba gave a low priority to the tourism sector be-
tween 1960 and the early 1980s. Since the late
1980s, however, the Cuban Government has target-
ed tourism as a priority sector for its ability to gener-
ate foreign exchange. U.S. sanctions prevent U.S. in-
vestors from participating in the joint venture
arrangements Cuba has awarded to European, Cana-
dian, and Caribbean partners. U.S. industry sources
estimate that 1 million U.S. tourists annually could
visit Cuba in the absence of sanctions, which could
benefit U.S. tourism service providers if they are able
to enter the Cuban market.

Agriculture

Meat and dairy. Sanctions had a small historical im-
pact on the U.S. livestock and dairy sectors. It is esti-
mated that U.S. exports of beef, pork, and poultry to
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Cuba in the absence of sanctions would have totaled
$62 million to $76 million annually (or 1 percent of
total U.S. meat exports), based on average 1996-98
trade data. In addition, estimated U.S. exports of
dairy products to Cuba, in the absence of sanctions,
would have totaled $4 million to $12 million annual-
ly (or 1 to 3 percent of total U.S. dairy exports).
Sanctions had a small historical impact on Cuba’s
meat and dairy sectors because Cuba was able to find
other suppliers, but at somewhat higher prices. Cu-
ban production is not competitive internationally,
and would make only small gains in the absence of
sanctions.

Wheat. Prior to the imposition of sanctions, the
United States supplied most Cuban wheat imports.
However, owing to the small share of U.S. exports
going to Cuba and the ability of U.S. exporters to
find alternative markets, the overall historical impact
of sanctions on the U.S. wheat industry was small. In
the absence of sanctions, U.S. exporters would be
able to take market share away from current suppliers
to the Cuban market (e.g., France, Argentina, and
Canada), and thus the current impact of sanctions on
the U.S. wheat industry is fairly significant. It is esti-
mated that U.S. wheat exports to Cuba in the ab-
sence of sanctions would total $34 million to $52
million annually, representing 40 to 60 percent of
Cuban wheat imports in the short term. This change
would increase U.S. exports by 1 percent of the value

0f 1996-98 U.S. wheat exports.

Rice. During 1955-58, Cuba was the leading market
for U.S. rice exports (purchasing about 25 percent of
U.S. rice exports). Thus, historically the loss of the
Cuban market had a significant impact on the U.S.
rice industry, although over time U.S. exporters were
able to ship to other countries, but frequently only
with official U.S. export assistance. The current im-
pact of sanctions on the U.S. rice industry is signifi-
cant, indicating that U.S. exporters would be highly
competitive with current suppliers (Thailand, China,
and Vietnam) to the Cuban market in the absence of
sanctions. In the absence of sanctions, it is estimated
that U.S. exports of rice to Cuba would total $40
million to $59 million annually, based on average
1996-98 trade data, representing 40 to 60 percent of

Cuban rice imports in the short term, mostly at the
expense of Thailand. This change would increase ex-

ports by 4 to 6 percent of the value of 1996-98 U.S.

rice exXports.

Feedgrains. U.S. sanctions had a minimal effect on
U.S. feedgrain production and export levels and
posed few problems for the U.S. corn and feedgrain
industry. Prior to the implementation of U.S. eco-
nomic sanctions, Cuba’s grain-fed livestock sector
was rather small, and the United States supplied
Cuba with negligible amounts of corn and feed grain.
In the absence of sanctions, the U.S. feedgrain indus-
try is likely to be highly competitive in the Cuban
market, particularly in corn and sorghum. In the ab-
sence of sanctions, it is estimated, based on 1996-98
annual average trade data, that U.S. exports of
feedgrain to Cuba would total $9 million to $10 mil-
lion annually (less than 0.5 percent of total U.S.
feedgrain exports), representing 90 to 100 percent of
Cuban feedgrain imports.

Animal feed. Although Cuba was a leading market
for certain U.S. feed exports, the historical impact of
sanctions on the U.S. animal feed industry has been
small. Since the imposition of sanctions, the United
States found other markets for animal feed, particu-
larly Japan, Canada, and the European Union (EU).
The current impact of sanctions is to deny U.S. ex-
porters access to a growing Cuban market for animal
feed ingredients (particularly vegetable meals and oil-
seed meals) that resulted from the significant expan-
sion in the Cuban hog sector. In the absence of sanc-
tions, it is estimated that U.S. exports of animal feed
to Cuba would total $42 million to $48 million an-
nually (or 1 percent of total U.S. animal feed ex-
ports), based on average 1996-98 trade data, repre-
senting 80 to 90 percent of Cuban animal feed
imports.

Fats and oils. Prior to the sanctions, the United
States supplied most Cuban imports of fats and oils.
Thus the historical impact of sanctions was signifi-
cant initially for the U.S. fats and oils industry, par-
ticularly for the animal fats industry. However, over
time U.S. exporters were able to find alternative mar-
kets. In the absence of sanctions, the U.S. fats and
oils industry stands to export lard, tallow, and vegeta-
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ble oil to Cuba, taking a substantial share of Cuban
imports away from competing countries such as Ar-
gentina and Brazil. In the absence of sanctions, it is
estimated that U.S. exports of fats and oils to Cuba
would total $29 million to $33 million annually (or
1 percent of total U.S. fats and oils exports), repre-
senting 80 to 90 percent of Cuban fats and oils im-
ports.

Dry beans. Overall the historical impact of sanctions
on the U.S. dry bean industry has been small. Al-
though the loss of the Cuban market initially posed a
significant problem for the industry, over time ex-
porters were able to ship to other countries. In the
absence of sanctions, the U.S. dry bean industry
would probably export black beans, pinto beans, and
white beans to Cuba, reducing market share of Cana-
da, China, and Australia. It is estimated that U.S. ex-
ports of dry beans to Cuba in the absence of sanc-
tions would total $13 million to $26 million
annually (or 4 to 8 percent of total U.S. dry bean ex-
ports), or approximately 20 to 40 percent of Cuban
dry bean imports.

Cotton. Sanctions had a small overall historical im-
pact on U.S. cotton production and exports. Close
geographic proximity makes U.S. cotton producers
natural suppliers for the Cuban market, and U.S.
producers could satisfy all of Cuba’s cotton demand
without difficulty. Sanctions prevented U.S. cotton
exports to Cuba as the Cuban textile and clothing in-
dustries expanded in the 1960s through the 1980s. It
is estimated that U.S. exports of cotton to Cuba in
the absence of sanctions would have been $6 million
to $8 million annually (less than 0.5 percent of total
U.S. cotton exports), based on average 1996-98 trade
data, or approximately 50 to 70 percent of Cuban
cotton imports.

Winter vegetables. U.S. sanctions initially benefited
the U.S. winter vegetables industry, which is concen-
trated in Florida. That benefit dissipated over time,
however, as imports from Mexico and other coun-
tries increased. The U.S. industry most probably
would receive a small benefit in the absence of sanc-
tions, as Cuba probably would import fresh vegeta-
bles from the United States to supply its growing
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tourism sector (valued at $250,000 to $500,000 an-
nually, or less than 0.5 percent of total U.S. winter
vegetable exports). Sanctions had little historical im-
pact on Cuban production and consumption of win-
ter vegetables. Cuban production could increase as a
result of U.S. investment and access to U.S. technol-
ogy in the absence of sanctions. Current Cuban out-
put and export potential is constrained by a lack of
foreign exchange to obtain inputs such as fertilizer
and pesticides. In the longer term the U.S. industry
most probably would be adversely affected in the ab-
sence of sanctions as Cuba becomes better positioned
to take full advantage of its available land and low-
cost labor. It is estimated that U.S. imports of fresh
winter vegetables from Cuba would total $30,000 to
$60,000 annually in the short term in the absence of
sanctions, based on average 1996-98 trade data (less
than 0.5 percent of total U.S. imports of winter vege-

tables).

Tropical fruit. The United States was Cuba’s prima-
ry export market for tropical fruits in the 1950s.
Sanctions generally had a positive historical impact
on the U.S. economy as growers who immigrated
from Cuba during the early 1960s set up operations
in southern Florida, effectively establishing the U.S.
industry. Sanctions had a minimal historical impact
on Cuba, which shifted exports to the Soviet Union.
Current Cuban output and export potential is con-
strained by a lack of foreign exchange for inputs such
as fertilizer and pesticides. The United States most
probably would benefit in the absence of sanctions,
as Cuba probably would import U.S. tropical fruit to
supply its tourism sector, valued at $40,000 to
$72,000 annually (less than 0.5 percent of total U.S.
tropical fruit exports). However, in the longer run
the U.S. industry probably would be adversely affect-
ed in the absence of sanctions as Cuba becomes bet-
ter positioned to take fuller advantage of its resource
endowments with respect to available land and low-
cost labor. It is estimated that U.S. imports of tropi-
cal fruit from Cuba would total $90,000 to
$180,000 annually in the short term in the absence
of sanctions, based on average 1996-98 trade data
(less than 0.5 percent of total U.S. tropical fruit im-
ports).
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Citrus fruit. Cuba is an important grower and ex-
porter of citrus products. Sanctions reportedly bene-
fited the U.S. citrus industry by restricting competi-
tion from Cuban citrus—mainly fresh grapefruit,
orange juice, grapefruit juice, and limes. U.S. con-
sumers and the U.S. citrus industry probably would
be affected in the absence of U.S. sanctions with re-
spect to Cuba. It is likely that Florida grapefruit pro-
ducers would face the potential of an influx of Cuban
grapefruits several weeks prior to the start of the Flor-
ida season, which would probably lead to lower U.S.
prices. The full impact for fresh citrus would take
several years to develop because Cuban fruit would
have to meet strict U.S. phytosanitary standards, and
the Cuban industry would need investment capital
and time to reach its full potential. Several foreign in-
vestors already are working to expand Cuba’s citrus
export industry. It is estimated that U.S. imports of
citrus fruit from Cuba would total between $9 mil-
lion and $23 million annually in the absence of sanc-
tions (or 2 to 6 percent of total U.S. imports of citrus
fruit), based on average 1996-98 trade data.

Sugar. Sugar is Cuba’s most important agricultural
export. In 1959, Cuba exported 2.9 million metric
tons of sugar to the United States, received 72 per-
cent of the U.S. import quota for sugar, and supplied
35 percent of the total U.S. sugar imports. The his-
torical impact of the U.S. sanctions was minimal be-
cause both the United States and Cuba adjusted
quickly—the United States allocated Cuba’s sugar
quota to other Latin American and Caribbean coun-
tries, while Cuba sold the bulk of its sugar to the So-
viet bloc countries. In the absence of sanctions, Cu-
ba’s status with respect to the U.S. sugar program
would be uncertain. If Cuba were included in the
current tariff-rate quota (TRQ) regime, Cuba’s ac-
cess is not likely to be on the scale to which Cuba was
accustomed before the sanctions. If Cuba were not
included in the current TRQ regime, Cuban sugar
exports to the United States would be zero and
would therefore have no impact on the U.S. sugar in-
dustry. As with sugar from any other non-quota-
holding country, Cuban sugar would be dutiable at
the over-quota tariff rate for raw sugar of 242 percent
ad valorem equivalent, which given current world
market prices is prohibitive.

Distilled spirits. Cuba was the second largest suppli-
er of rum to the United States after Jamaica prior to
the imposition of U.S. sanctions. After sanctions
were imposed, shipments from Jamaica and other
sources quickly increased to offset the loss of Cuban
shipments. The historical impact of sanctions on
U.S. consumers was small in terms of availability of
supply and prices. U.S. economic sanctions had a se-
vere adverse impact on the Cuban distilled spirits in-
dustry. Sanctions caused Cuba to lose its largest rum
export market, exacerbating other problems in the
Cuban industry caused by the emigration of several
Cuban company owners after the Castro government
came to power that left a void in marketing knowl-
edge, technical expertise, and capital in Cuba. It is es-
timated that U.S. imports of distilled spirits from
Cuba would total $15 million to $25 million annual-
ly (or 1 percent of total U.S. imports of distilled spir-
its) in the absence of sanctions, based on average

1996-98 trade data.

Cigars. Prior to the imposition of sanctions, Cuba
was nearly the exclusive foreign supplier of cigar to-
bacco. Sanctions forced the U.S. industry into a ma-
jor and costly restructuring program, and U.S. cigar
companies were forced to develop alternative supply
sources. The historical impact on the Cuban industry
was small as Cuba was able to find alternative mar-
kets, principally in Europe. It is estimated that U.S.
imports of cigars from Cuba in the absence of sanc-
tions could total $15 million to $30 million annually
(or 5 to 10 percent of total U.S. imports of cigars),
based on average 1996-98 trade data.

Seafood. Sanctions caused no measurable effects on
U.S. seafood exporters because Cuba was a small
U.S. seafood trading partner. Sanctions had a signifi-
cant negative impact on U.S. demand for Cuban sea-
food exports. The loss of the U.S. market forced
Cuba to find new export markets such as Spain,
France, and Japan which, because of their distance,
raised Cuban transportation costs. It is estimated that
U.S. seafood exports to Cuba in the absence of sanc-
tions would total $1 million to $2 million annually
(less than 0.5 percent of total U.S. exports of sea-
food), based on average 1996-98 trade data, most of
which would be destined for Cuba’s tourism sector.
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U.S. imports of Cuban seafood would total $5 mil-
lion to $11 million annually (less than 0.5 percent of
total U.S. seafood imports), increasing competition
primarily for the Florida fish industry.

Intermediate and Manufactured Goods

Fertilizers and pesticides. The historical impact of
sanctions was small because, although Cuba was a
small but important outlet for U.S. fertilizers and
pesticide products at the time sanctions were im-
posed, U.S. exporters were able to find alternative
markets for their products relatively quickly. The
current impact of sanctions on the U.S. fertilizer and
pesticide industries is small but measurable. It is esti-
mated that the U.S. fertilizer exports to Cuba in the
absence of sanctions would total $8 million to $15
million annually (less than 0.5 percent of total U.S.
fertilizer exports), or 10 to 20 percent of Cuba’s total
imports. If Cuban agricultural production were to
increase, Cuban demand for pesticide products, in-
cluding imports from U.S. companies, probably
would increase. In the absence of sanctions, U.S. ex-
ports of pesticide products would be small, at most
$4 million in the short term.

Pharmaceuticals. Sanctions had a minimal historical
impact on the U.S. pharmaceuticals industry given
the small size of the Cuban market and access to al-
ternative suppliers. In the absence of sanctions, U.S.
pharmaceutical exports would probably be small (ze-
ro to $1 million). Onerous licensing restrictions and
health and safety regulations of the Cuban govern-
ment most probably would impede some U.S. ex-
ports. Although Cuba had access to pharmaceutical
products from other countries, U.S. sanctions pro-
vided an impetus for Cuba to develop an indigenous
biotechnology industry.

Textiles and apparel. Sanctions generally had a
minimal historical impact on the U.S. textiles and
apparel industry, which found alternate markets for
their products. It is estimated that U.S. exports of
textiles and apparel to Cuba in the absence of sanc-
tions would total $6 million to $9 million annually
(Iess than 0.5 percent of total U.S. textile and apparel
exports) in the absence of sanctions, based on average
1996-98 trade data. U.S. companies reportedly
might consider establishing sewing operations in
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Cuba because of its proximity to the United States,
skilled and educated workforce, and low labor wage
rates. Sanctions initially impeded the operations of
the Cuban textiles and apparel industry by eliminat-
ing a key source of raw and intermediate materials
and machinery. The Cuban industry was aided by
Soviet assistance through the 1980s; however, Cuban
textile production has declined substantially since the
loss of Soviet assistance.

Steel. The historical impact of sanctions on the U.S.
steel industry was small, as U.S. producers quickly
found alternate markets for their products. In the ab-
sence of sanctions, U.S. exports of steel products to
Cuba most probably would be small. Sanctions had
lictle, if any, impact on Cuba because steel is readily
available on world markets. Cuba has developed a
small steel industry with a product line limited to
commodity-type long products, primarily concrete
reinforcing bar, and exports about 60 percent to 80
percent of its production, primarily to the Caribbean
and Central America. In the absence of sanctions, it
is estimated that U.S. imports of steel products from
Cuba would total no more than about $11 million
annually (less than 0.5 percent of total U.S. imports
of steel).

Nickel and cobalt. The United States produces no
primary nickel and cobalt, while Cuba is one of the
world’s major nickel and cobalt regions in terms of
proven reserves. The historical impact of sanctions
has been higher prices paid by U.S. consumers who
must purchase nickel-containing products, such as
stainless steel and nickel alloy products, from more
distant suppliers such as Norway, Australia, and Rus-
sia, and cobalt products from Norway, Finland,
Zambia, and Congo. Sanctions prohibit U.S. im-
ports of Cuban-origin nickel from countries such as
Canada that process it. In the absence of sanctions, it
is likely that the United States would import Cuban-
origin nickel and cobalt products from Canada (val-
ued at between $55 million and $71 million annual-

ly).

Machinery and transportation equipment. The
historical impact of sanctions on U.S. industries was
minimal, as alternate markets were easily located. It is
estimated that U.S. exports of machinery in the ab-
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sence of sanctions would total $120 million to $154
million annually (less than 0.5 percent of total U.S.
machinery exports), based on average 1996-98 trade
data. U.S. exports of U.S. transportation equipment
would probably total $43 million to $55 million an-
nually (less than 0.5 percent of total U.S. transporta-
tion equipment exports). The historical impact of
sanctions on Cuba was significant, particularly dur-
ing the 1960s, as Cuba was denied access to U.S.
spare and replacement parts. Cuba eventually re-
placed and added machinery and transportation
equipment, first from the Soviet bloc countries and
later from Europe and Japan.

Power generation machinery. Sanctions had a mini-
mal historical impact on U.S. producers, who were
able to find alternate markets for their products. In
the absence of U.S. sanctions, exports of U.S.-made
power generation machinery most likely would be
small because of U.S. industry concerns about the
Cuban regulatory environment. The historical im-
pact of sanctions on Cuba was minimal, as the Soviet
bloc countries provided Cuba with subsidized oil and
technical and financial assistance. Most of Cuba’s
power generation capability relies on old, inefficient
facilities in need of upgrading, and a small number of
joint venture projects with foreign investors are un-
derway. However, the current Cuban regulatory en-
vironment would remain an obstacle to significant
U.S. participation even in the absence of U.S. sanc-
tions.

Electronics goods. Sanctions had little historical im-
pact on U.S. electronics goods companies because
Cuba was a small market and alternative customers
were quickly located. It is estimated that U.S. exports
of electronics goods to Cuba in the absence of sanc-
tions would be less than $20 million annually (less
than 0.5 percent of total U.S. electronics goods ex-
ports), based on average 1996-98 trade data. Sanc-
tions prevented Cuba from purchasing equipment
compatible with U.S. equipment installed prior to
1960, and have limited Cuba’s access to the latest
technologies. This has been a significant problem in
the area of telecommunications equipment. Cuba has
developed limited production capabilities that would

pose no competitive threat to U.S. firms in the ab-
sence of sanctions.

Medical equipment. The historical impact of sanc-
tions on U.S. sales and employment was minimal be-
cause Cuba was a small market for U.S. medical
goods. Some U.S. firms that already export to Latin
American countries report that they would probably
export small amounts to Cuba in the absence of sanc-
tions. It is estimated that U.S. exports of medical
equipment to Cuba in the absence of sanctions
would total $6 million to $8 million annually (less
than 0.5 percent of total U.S. medical equipment ex-
ports), based on average 1996-98 trade data. Sanc-
tions generally had a small impact on Cuba, which
was forced to obtain medical equipment from the So-
viet bloc countries, Europe, and Asia, although Cuba
may have faced higher prices and a less competitive
marketplace without access to U.S. products.

Cement. Sanctions limited U.S. access to nearby ce-
ment supplies, and forced U.S. consumers to pay
somewhat higher prices as imports were obtained
from more distant suppliers in Europe and Asia.
Sanctions had no measurable historical impact on
Cuba. In the absence of sanctions, it is estimated that
75 to 95 percent of Cuban cement exports would be
directed to the U.S. market, equivalent to $19 mil-
lion to $24 million annually (or 2 to 3 percent of to-
tal U.S. cement imports), based on average 1996-98
trade data. Given the high transportation costs asso-
ciated with cement trade, most of the impacts would
be felt in U.S. southern states.

Plastics. Sanctions had a minimal impact on the
U.S. plastics industry. It is estimated that the U.S.
plastics industry could supply as much as 10 percent
of Cuban imports in the absence of sanctions, equiv-
alent to about $4 million annually (less than 0.5 per-
cent of total U.S. plastics exports) based on average
1996-98 trade data. Although there was a small plas-
tics industry in Cuba prior to 1958, the development
of that industry continues to be impeded by Cuba’s
lack of access to modern technologies and limited ac-
cess to chemical feedstocks derived from petroleum.

Tires. Sanctions had a small impact on the U.S. tire
industry as manufacturers were able to find alterna-
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tive markets for their products in Latin America and
Asia. It is estimated that U.S. exports of tires to Cuba
in the absence of sanctions would total $21 million
to $25 million annually (or 1 percent of total U.S.
tire exports), based on average 1996-98 trade data.
Sanctions had a small historical impact on Cuba and
do not appear to have significantly affected the Cu-
ban tire industry.

Sporting goods. Sanctions had no measurable impact
on the U.S. sporting goods industry. Sanctions de-
nied potential Cuban customers access to high quali-
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ty U.S.-made sporting goods, forcing Cuba to import
certain types of high-end sporting goods from Eu-
rope. It is estimated that U.S. exports of high-end,
premium quality sporting goods (for top-level Cuban
athletic teams, particularly those involved in interna-
tional competition) would probably total $1 million
to $2 million annually in the absence of sanctions
(less than 0.5 percent of total U.S. sporting goods ex-
ports), based on average 1996-98 trade data. Cuban
sporting goods would not likely be competitive in the
U.S. market without significant foreign investment.



