Chapter 4

CUBA: A PROJECT TO BUILD
SOCIALISM IN A NEOLIBERAL
WORLD

Al Campbell

Resources were not obtained by opening the economy to
market forces, or by privatizing government property, or by
trimming social expenditures. Different from other readjustment
cases, it was not acceptable to apply market and neoliberal
laws to restrict without limits the levels of consumption and
investment. Such activities would have resulted in the absolute
poverty of most of the population and the total loss of the ability
to lead development in favor of the national interest.
José Luis Rodriguez,
Minister of the Economy and Planning’

Introduction

With the dissolution between 1989 and 19910f the non-capitalist Soviet
international economic block that Cuba had been part of (COMECON),
Cuba had to decide what new type of economic system to build. Unlike
its former “socialist” allies, Cuba consistently maintained its intention not
to allow a capitalist restoration.? By 1991 neoliberalism had become the
dominant form of capitalism in both the First and Third Worlds. The post
1991 effects of global neoliberalism on both Cuba’s narrowly defined
economy and its broader (very linked) social project can be understood in
the following frame: the intersection of 1) Cuba’s rejection of neoliberalism
as being incapable of bringing authentic social and economic development



to Third World countries, 2) Cuba’s commitment to look for new structures
to build socialism, 3) Cuba’s necessary extensive economic interactions
with international neoliberal capital, and 4) the latter’s inherent drive to
reshape Cuba’s economy and society in accord with neoliberalism’s own
intrinsic nature.

This essay will look at the following aspects of the interaction of
the Cuban economy with global neoliberal capital since the demise of
COMECON. Section two will briefly review Cuba’s consistently maintained
rejection of neoliberalism and capitalism, its commitment to building
socialism and its recognition that certain “concessions” would have to be
made to international capitalism to assure the survival of their project. Then
section three will address the issue of “what neoliberalism is”, to the minimal
extent needed for the subsequent discussion of its effects on Cuba since
1991. Section four will give several quantitative measures of neoliberalism’s
influence on Cuba though its external channels, foreign trade and especially
the much discussed foreign investment and joint ventures. Then section five
will turn to what this author will argue is a much more important issue for the
socialist future of Cuba, the possible effects of neoliberal ideology on the
current reforms in the state-run main system of domestic production. Here
the focus will be on the current discussion in Cuba concerning the functioning
of state enterprises, which includes among other important aspects both a
changing relation of the enterprises to the state and (perhaps) a changed
concept of work motivation and justified remuneration. With all this as
background, the sixth section will discuss several fundamental structural
aspects of the Cuban economy that are incompatible with capitalism, that
would need to be completely reversed for a capitalist restoration, and which
are not currently under discussion as part of the considerations of economic
reform. Section seven will then address one particular high-visibility aspect
of the currently discussed reform process that some defenders of Cuba’s
socialist project consider particularly dangerous to that project. The chapter
is then concluded.

A Declared Rejection of Capitalism and
Commitment to Building Socialism

Literally hundreds of speeches and written articles from 1989 to the
present by both political leaders of the Revolution and Cuban academics
present Cuba’s consistent position of rejecting a capitalist restoration as
a desirable path for new growth and development for their country. The
purpose of the following very small sample from those declarations is to
both reflect their position and to give an indication of the reasons they give
for their rejection. The first sample is a series of quotes from three speeches
by Fidel. The first two come from just after the worst part of the economic
downturn, while the third is from a speech two years later, so all three are
early in the almost two decade period since the end of COMECON in 1991.
The next sample represents the position of a broad and influential social
group in Cuba, the CTC union federation that represents the large majority



of Cuba’s roughly four million economically active non-agricultural workers.
The third sample comes from a little discussed independent survey by the
Gallup polling company concerning the attitudes of ordinary Cubans toward
a number of aspects of Cuban society. Again this was carried out very soon
after the nadir of the economic downturn, when life in Cuba had been very
hard for four years. The last sample jumps in time almost to the present,
after many of the hardships of the special period had been left behind, and
the discussion concerning the economic reforms that are occurring today
was just beginning to unfold.

Capitalism and social development always have been,
always are, and always will be irreconcilable. Capitalism
and plunder, plunder within and outside the country,
are inseparable. Capitalism and unemployment are
inseparable.’ .... There will be no transition towards
capitalism.* .... We had to establish joint ventures in a
relatively short time period, we had to accept foreign
investment, we had to do what we did in respect to the
decriminalization of convertible currency .... We are aware
of the inequalities that it created, the privileges it created,
but we had to do it and we did it.°

We have seen that all this opening we have made, this
experience, has been a bag of problems, of contradictions,
of daily headaches.¢

Capitalism as a system belongs to prehistory, even though
we know that it rules in the world, and we know that it rules
and how it rules, but it has nothing to offer people, one
wolf wishing to devour another wolf, that’s its sermon; a
merciless selfishness that has nothing to do with what we
would wish for human beings.”

At its five-year national congress in 1996 the CTC adopted 168
theses on the current situation and its tasks. Theses 15 to 37 constituted
section Il of the document, which was entitled “Our Strategy Does Not Lead
to Capitalism,” and argued that position.?

In 1994 fourteen Gallup pollsters questioned 1,002 randomly selected®
adults on their attitude toward the revolution. Here we have a still broader
group than the CTC, a statistical sample of the entire Cuban population of the
time. Sixty-nine percent identified themselves as communists, socialists or
revolutionaries, and hence were against the restoration of capitalism.

At the December 2005 session of parliament (“National Assembly
of People’s Power”), Cuba’s then Minister and President of the National
Bank of Cuba, Francisco Soberén, gave a speech that was reproduced in



full in the press. lIts final line was “Socialism is not a conjunctural option for
Cubans but rather the destiny that we have freely and irreversibly chosen.”"
Again, the reasons given for this position, in this case as part of a speech that
argued Cuba would be adopting more market-like and market mechanisms
in the near future, are of interest.

.... we should begin by emphasizing that for its 46 years the
Revolution has always tried, even under the most adverse
circumstances, to assure the most equitable distribution
possible, in accord with the morals of our Socialist
system. ... In our Socialist system the environment of
cruel insecurity has disappeared, and people have a good
part of their basic necessities guaranteed, independent
of their contribution to society. ... Comrade Fidel said on
a particular occasion that the Revolution will not have
reached its highest moral values until we are able to create
much more as free humans than we are able to produce
as slaves. ... Perhaps one of the most complex dilemmas
that confront a Socialist revolution is to achieve efficiency
in economic management without renouncing the politically
strategic objective of creating a communist consciousness.
... In Socialism, which gives dignity to humans and frees
them from alienating consumerism.... By expressing these
ideas, one runs the risk that some will think that what we
are trying to make understood is that people should work
only for money. That would be a grotesque transfer to
Socialism of the most vulgar relation that any ignoramus
is capable of perceiving in capitalism.!'?

International opponents’ of the Cuban social system have two obvious
possible arguments as to why these universally maintained declarations by
Cuba’s political leadership do not preclude a transition to capitalism. The first
is that the leadership is being duplicitous, deliberately misrepresenting its
intentions to restore capitalism because that would not be politically palatable
to the Cuban population. The second is that although they indeed intend as
claimed to maintain their project to build socialism, by instituting the market-like
reforms that they now are implementing, they have moved onto a “slippery
slope” that will lead to the restoration of capitalism against their will.

The following two quotes reflecting these two positions come from
the mid nineties, when an international debate erupted about whether
the market-like mechanisms and markets introduced in Cuba at the time
indicated or prepared the way for a restoration of capitalism. They are
included at some length because they are exactly the discussion going
on now concerning today’s reforms. The Economist made the duplicity
argument.



However, hardline speeches will deflect attention from a
shifting ideology and a deepening of economic reform and
social transformation. There are indications that the PCC
congress {the fifth party congress of the Partido Comunista
de Cuba in October 1997- A.C.} will include efforts by party
ideologues to link the market reforms so far introduced to
the idealistic socialism identified with the national hero,
Ernesto “Che” Guevara.'*

... [the congress] could yet herald a new phase in the
economic reform process behind a cloud of rhetoric.'

The noted academic cubanologist and dedicated opponent of
socialism, Carmelo Mesa-Lago, made the “slippery slope” argument.

But the dynamics of the reform call for further change.
The government legalizes some of the economic activities
that are taking place, although it tightly regulates them,
and such a step is seen as a green light to expand those
activities. Restrictions are ignored, and there is a move to
new illegal operations. This, in turn, puts pressure on the
government to grant another concession, which is followed
by a further push toward the market. In his speeches at the
beginning of the 1990s, Castro warned against the danger
of a chain reaction or the snowballing effect of the economic
reforms in the USSR and Eastern Europe that ultimately
led to a market economy, but he felt confident that such a
process would not take place in Cuba. Yet recent events
suggest that history is repeating itself in the Caribbean.!®

But by the end of 1997 the advocates of a capitalist restoration began
to complain about the “stalling” and later the “abandonment” of the “reform
process.”" Itis now a historical fact that the claims in the 1990s by the Cuban
leadership that they would make concessions to global neoliberalism in
order to survive, but that they would limit those concessions to an extent that
prevented a capitalist restoration, are in fact what occurred. The arguments
of duplicity or a slippery slope both proved false in that case. This should
be borne in mind when considering the current reform process in Cuba.

Neoliberalism
Neoliberalism is today’s capitalism.® It represents a change from

the dominant form of capitalism of the 1950s and 1960s, and many aspects
of it are best defined by its change from that earlier form of capitalism. A



terse picturesque description is that it has restored “many of the most violent
features of capitalism, making for a resurgent, unprettified capitalism.”'®

Keeping in mind the parable of the seven blind men and the elephant
and accepting that there are many ways to describe neoliberalism, | will here
characterize it as having two principal aspects. The first is an inter-class
dimension: neoliberalism involves a much more aggressive attack by capital
against labor. The second is an intra-class dimension: neoliberalism is
characterized by a rise to hegemony of finance capital. But for the purposes
of this essay, its surface manifestations are more important to note than its
underlying essence.

The following are commonly associated with neoliberalism:
i) free trade;? ii) free capital movements; iii) reduced government or
equivalently “free markets”, ! including in particular financial deregulation
and privatization; iv) increased labor market “flexibility”; v) “strong money”
(low inflation) and the associated central bank policy of inflation targeting;
vi) a changed corporate governance model and often “shareholder value.”

According to this or any other reasonable description of
neoliberalism, it is immediately apparent that Cuba is clearly not neoliberal.
This of course is nearly universally accepted.?? The more subtle issue is
in what ways has global neoliberalism, which the Cubans have continually
fought against, penetrated the Cuban development process. At the most
extreme, the concern is whether global neoliberalism has been able to sew
seeds in the Cuban development process that in time will grow to yield a
capitalist restoration.

External Channels of Neoliberal Influence:
Trade and Foreign Investment

Trade

In 1987 Cuba conducted 72.0 percent of its merchandise trade with
the USSR and an additional 16.3 percent with other planned economies,?
leaving less than 12 percent of its trade with the capitalist world. In 2006,
given that there were almost no planned economies left in the world, Cuba
carried out essentially 100 percent of its trade with capitalist countries.?*
While this represented a big change in the nature and conditions of its
foreign trade, how did this impact the nature of the production process in
Cuba, and in particular, how much did it drive Cuba toward neoliberal or
capitalist production?

During the 1990s Cubans wrote frequently about the changes this
meant for the operation of their enterprises. In 1992 the Constitution was
changed to allow a decentralization of the export and import processes,
but markets were still explicitly rejected in favor of state control: “the State
directs and controls foreign commerce.”? While most imports now had to
be paid for in hard currency, there was at first still a single state enterprise
that dealt with all the foreign trade and so at first the process of imports
worked for the enterprises essentially the same as before. Soon after the



constitutional reform, however, numerous agents were empowered to
import, including a number of big enterprises,?® but there was nothing in this
changed import procedure that required any significant change in the nature
of their production processes. With exports there were more effects. Above
all, exporting Cuban enterprises now had to become more “flexible.” That
is, completely contrary to the previous system of long term stable contracts,
now to export it was often necessary to be able to shift the specifics of
what was produced, to do so quickly and with higher quality than in the
previous system, and to assure deliveries on time (which often involved the
performance of other enterprises). These were difficult changes, a whole
culture of production had to be changed. But even in these export-related
changes, where the effects on enterprise operations were much greater,
there was nothing that implied that the enterprises now had to operate
according to the laws of capitalist accumulation.

Theoretically there is no reason to assume that trade will determine
the mode of production of the people who trade. The loose idea that trading
with a “more efficient” trading partner will cause one to adopt the “more
efficient” production process is crude Social Darwinism.?” The historical
record demonstrates this same point. The Soviet Union traded for 60 years
with capitalist countries without changing its non-capitalist production
process. And as most progressive development economists argue, capitalist
countries traded with pre-capitalist societies for centuries and in the end
often had to resort to force to transform those societies to capitalism.

Foreign Investment

Contrary to trade, capitalist foreign investment does largely imply
capitalism for the enterprises involved, and as such conceivably could
represent a vastly greater threat to the process of building socialism. Any
country attempting to build socialism therefore needs to treat capitalist
foreign investment with many more safeguards than trade with capitalist
countries.

Foreign investment in Cuba is essentially all in joint ventures. While
it is now legal for foreign companies to completely own an enterprise in
Cuba, in practice almost all joint enterprises remain at least 51 percent
Cuban owned. Joint ventures went from 20 in 1990 to a high of 403 in
2002.% Currently the number has continued to fall from 258 in 2005 to 234
in 2006, but the capital involved has grown as the Cuban government has
consciously moved from small, hard to monitor, strictly profit-driven joint
ventures to larger joint ventures, especially with Venezuela and China,
that are instituted more consciously as part of Cuba’s overall development
plan.?® Among the joint ventures, the most discussed by both supporters and
opponents of the Cuban system are those in tourism.* Foreign tourism was
chosen as the fastest way to generate the foreign exchange Cuba needed
after the collapse of COMECON, and it exploded throughout the 1990s. This
author believes that there was no other way to generate that much foreign
exchange that rapidly, and that without it the revolution might well have been



overthrown. But the point of concern here is that shortly thereafter, there
were a million relatively wealthy tourists coming to Cuba (2 million by the
2000s), spreading the image to many Cubans that capitalism bred wealth.

Three limitations have been key in preventing foreign investment in
Cuba from carrying out the same important contribution to a transformation
to capitalism that it played in China: i) the extent of foreign investment, ii)
the extent of the non economic (i.e., political) control of foreign investment,
and iii) the absence of the legal ability for the production model used in
these enterprises to spread to the rest of the economy.

i) In 1996,% it was estimated that three percent of the national
income came from joint ventures.® Consistently, in 1995 there were
105,953 workers in joint ventures out of a workforce of 3.8 million, or 2.8
percent of the workforce.* One gets just a slightly higher measure of their
impact if one considers that they contributed an average of 8.2 percent to
Gross Capital Formation between 1993 and 2002.3* Even the commonly
asserted claim that they at least were central to foreign exchange earnings
is overstated: the value of their exports of goods and services as a percent
of the value of all exports from 1993 to 2002 was just over 13 percent.*® So
while joint ventures made and continue to make an important contribution,
they clearly have played a very secondary role in the entire economy. This
in turn represents one important limitation on the influence of the neoliberal
and capitalist ideas that they bring into the Cuban economy.

i) Decree Law 50 in 1982 had legalized certain forms of joint ventures,
but in fact no joint ventures were formed until the very end of the 1980s.
The constitutional reforms of 1992 that were intended to reshape the
constitution to accord with the new political-economic reality built the joint
venture concept into Cuba’s basic legal structure.*® But the fundamental
operational law for joint ventures today is Law 77 (“The Law of Foreign
Investment”) from September 1995.37 Key for our considerations here are
its provisions for authorization of foreign investment in chapter VIII: “Of the
Negotiation and Authorization of Foreign Investment.” First, it specified both
the general goal for accepting such joint ventures, and indicated several
specific operational implications of that goal. The general goal was to “carry
out profitable activities that contribute to the strengthening of the economic
capacity and the sustainable development of the country, on the basis of
respect for sovereignty and national independence and the protection
and rational use of natural resources.”® Operationally, this has been held
to indicate that the three central interests by Cuba in joint ventures are
“financial resources, technologies and new markets.”* Further, all proposed
joint ventures (excepting some very small ones) must be directly approved
by a very high group of the (elected) leadership of the Revolution, the
Executive Committee of the Council of Ministers,* for both its social-political
as well as its narrowly defined economic benefits for Cuba. Such a tightly
politically controlled foreign investment procedure is markedly different
from the “absence of capital controls” that is a well-known central aspect of
neoliberalism. It prevents existing (capitalist) joint ventures from spawning



new joint ventures in accord with, and to the degree determined solely by,
their own desires—the rule of the law of the market.

iii) Central to the restoration of capitalism in China was that the
capitalist practices imported with joint ventures were legally allowed (and
even officially encouraged) to be duplicated in the private domestic economy,
to the extent that non-state enterprises now constitute over 50 percent of
that economy.*' This is not legally possible in Cuba. There is no legal private
property (individual or group) in industry.*? A recent campaign in Cuba
against illegal industrial production underlines that it is the intention of the
new government of Raul Castro not to allow such a spread of capitalism
to domestic manufacturing.

These three considerations together indicate that, notwithstanding
the real potential for capitalist foreign investment in general to continually
expand the role of capitalist relations of production to the point where they
come to dominate an economy, this is not happening at presentin Cuba. To
the contrary, Cuba is presently characterized by its restriction to a small part
of the total economy, with a political process controlling any new projects
and hence any possibility of its qualitatively expanding its role. Cuba has
legal property forms in the domestic economy that make it impossible to
reproduce there the private production relations from the joint ventures.

The Domestic Economy

While there are other concerns that could be considered in relation to
the domestic economy, three of the most important issues frequently and
currently®® discussed as part of the ‘transformation to capitalism’ debate
about Cuba are: i) self employment (“trabajo por cuento propio”), ii) the
property relations in agriculture, and iii) the new management system in
industry (“perfecionamiento empresarial’).

Self Employment. On September 8, 1993, Decree Law 141 was
passed listing over 100 occupations as acceptable for self employment.
Subsequently a number of additional occupations were added. Of particular
importance and eventual controversial nature were the “small private
restaurants” (“paladares”) made legal in 1995.4 Participants were licensed
and paid taxes.*® Of key importance concerning their potential to contribute
to a capitalist restoration was that these were to be private markets. In
particular, the state would not set prices, but rather prices would be set
according to what the market would bear.

It is important to get a rough feel for how much of the Cuban work
force is self-employed. At the end of 1995 there were 200,727 registered
self-employed workers, out of a total civilian workforce of 3,788,587, or
5.3 percent.*® While that number has gone down some over the years
since then, it is still broadly representative today. As such, it represents
a very small part of the Cuban workforce. However, most commentators
agree that for every licensed self-employed worker there are a number
who work ‘for him’ in one way or another—unregistered assistants, people



producing what he then sells, etc. There are no reliable public estimates,
but if the number is as high as 2 (full time equivalents) as some reasonable
commentators indicate, that would suggest around 15 percent of the
economically active population is engaged in self-employment. One would
get a still higher number if one considered all the people who did ‘some
work’ and got ‘some income’ through this. Two key considerations about
the importance of this type of work are the following. First, by all indications
this number has not significantly changed over the last decade and hence
we do not see a trend of self-employment expanding to replace state
economic production as supporters of a capitalist restoration had hoped.
But second, these self employment markets do in practice ideologically
support in the consciousness of some Cubans the neoliberal ‘markets iber
alles’ position that planning cannot effectively provide individual services
and that markets*” are necessary for at least this type of economic activity.
As such and notwithstanding the major limit on its role in the economy, self
employment presents a particular challenge to the Cuban socialist project
that must constantly be evaluated and addressed.*®

Property Relations in Agriculture: There are two distinct ‘market-
like mechanisms’ that have been used with the intention of increasing
agricultural output. They are often mixed together in discussions as they
are in practice, but they should be kept conceptually separate. One is to let
agricultural producers sell part of their production directly to consumers on
markets whose prices are determined solely by supply and demand. The
other is to raise the price the state pays for goods it buys from producers
at prices it sets.

On October 1, 1994, approximately 120 Agricultural Products
Markets were opened,* with two to three times that many in existence today.
Private, coop, or state producers can sell in these markets anything beyond
the amounts they are required to sell to the state. One can immediately
see how, notwithstanding the capitalist nature of these markets, the
production process behind them is very far from being ‘free market.” Only
what is produced beyond the state contract can be sold there, and the state
contracts are constantly re-evaluated on the basis of what an agricultural
unit has produced in the past. If one increases one’s output dramatically and
hence has large amounts to sell on these agricultural markets (from which
one will generate that year a revenue far above that of an industrial worker
or state service employee), the next year the contracted amount will be
raised, in accord with what this unit has now shown it can produce. This was
publically discussed from the beginning as the way that these markets would
improve not only distribution, but more importantly, agricultural production.

Five important considerations about these markets are the following.
First, these markets will almost certainly significantly expand in the near
future as it is nearly certain that the ration card will be eliminated.*® Second,
at present a number of important agricultural products are sold entirely to
the state and not distributed through these markets, such as tobacco, sugar,
milk, beef, and others. These latter are the products particularly involved in



the “increase state prices” stimulus approach that has been talked about so
much recently under Raul. To begin with, at the National Assembly meeting
in December 2006 Raul directed the Cuban government to pay up the large
debts it owed to its own agricultural producers. This was followed in Spring
2007 by beginning a process of raising the prices paid to the producers (but
not charged to consumers) for a number of these products. As an example,
milk and beef prices were tripled.5' Third, the agricultural reforms contain a
number of key non-market reforms as well as the market-like ones. Among
these are a drive to put idle and underutilized arable land (estimated at
51 percent®) back into production and a program to decentralize the
responsibility for assigning land to producers to the community level.
Fourth, the combination of these market-like and non-market measures has
succeeded in increasing the production of food. Caloric intake has returned
to (and slightly increased above) its 1989 level,% and milk production is up
30 percent in the first quarter of 2008 over the same period in 2007. This has
also affected the price of food. Prices in the agricultural markets of course
are well above the (highly subsidized) prices of rationed goods, but they
are well below the black market prices that existed prior to the opening of
these markets, and equally important, they have been continually falling for
over a decade. Finally, like the self employment measure, these successful
results are leading some Cubans to embrace the ideological neoliberal
‘markets Uber alles’ position also in regards to agriculture and conclude
that it can be stimulated only by market-like measures (notwithstanding that
some of the measures involved in the success are non-market measures).
Again, we thus have a practice that, even if accepted on net as appropriate
for the revolution at its present conjuncture, must still be recognized it as
containing a threat to the Cuban socialist project and therefore must be
constantly evaluated and addressed.

The New Incentive and Management Systems in Industry: In the late
1980s Raul began to design an improved system of enterprise management
for enterprises run by the army. The model was explicitly adopted as the
model for the whole economy in the early 1990s and further developed
throughout the decade. In 1998 it began to be implemented as the system
of “enterprise improvement” (perfeccionamiento empresarial). Put simply,
its goal is to raise the productive efficiency of state enterprises, thereby
enabling a predominantly (but not exclusively) state run economy to meet
the population’s need for goods and services.* The Cuban leadership
believes this program has so far been fundamentally very successful. Carlo
Lage said:

The companies applying perfeccionamiento, being 28 percent of
all companies with 20 percent of sales, account for 51 percent of
all profits, 72 percent of foreign exchange earnings and are 50
percent more productive.®

With so far only about a quarter of the roughly 3,000 Cuban enterprises
(and involving only a fifth of sales) operating in this improved fashion after



10 years, the Cuban leadership sees this as both a project that still has
tremendous potential to further improve the Cuban economy, and as a
project that will remain a central component of their economic program for
many years to come.

As opposed to one of the pillars of neoliberalism indicated above,
improved enterprise performance in Cuba is not pursued through driving
down the workers’ share of net output. Rather, at present three issues
are stressed as key. The first is eliminating corruption and theft by both
management and workers. This is not an issue involved in the return-to-
capitalism debate.

The second issue is increased enterprise efficiency. One aspect of
this is simply a more rational use of resources by management (including
improved accounting). Again this is not an issue seen by either advocates
or opponents of a return to capitalism as promoting such a return, though
advocates generally claim increased efficiency would be a result of such a
return. Raul holds specifically that in a planned economy one can achieve
such increased efficiency without capitalist markets. But another aspect of
Cuba’s concept of increased enterprise efficiency is that it will be furthered
by “economic decentralization” and “increased enterprise autonomy.” By
this they mean that a significant number of decisions that were made in
the Ministries before will now be made by the enterprise directors: Since
a characteristic of capitalism is economic decision making by individual
enterprises (or more precisely, individual capitals), this aspect on the surface
can seem like a move in the direction of capitalism. In the next section which
discusses the barriers in Cuba to a capitalist restoration, | will return to this
issue and argue why in the institutional setting that exists in Cuba today
this does not support such a restoration.

The third issue constantly proposed today as part of improved
enterprise performance is “payment according to work.”*® Just like the last
issue, on the surface this seems a pro-neoliberal reform. | will return in the
next section to argue why, in the specific institutional structure of Cuba today,
it is not—unlike the role it did play in the restoration of capitalism in China.

Barriers to the Restoration of Capitalism in Cuba

This paper does not make the claim that capitalism could not be
restored in Cuba. There were barriers to the restoration of capitalism in
China, as an example, but the government there eliminated those barriers
and restored capitalism. The argument rather is that at present there remain
major barriers to the restoration of capitalism in Cuba that would need to be
eliminated for such a restoration, and as of the writing of this paper, there
is no indication of any powerful or serious movement to eliminate any of
these barriers.

The most immediate barrier one sees is that there is no legal
structure for private productive capital accumulation. There is no limitation
on wealth accumulation, but one cannot turn that into capital by hiring



labor, exploiting it, capturing the surplus value, and accumulating that as
continually expanding capital.

Three ways to overcome this fundamental restriction come to mind.
The first is the Soviet Union and East Block’s road, where the state-owned
basic means of production were privatized,* that is, turned into capital. There
is no discussion at all of this in Cuba. The second way is the Chinese road.
Here private capitalist production, first largely as joint ventures with foreign
capital and then as normal domestic capital, grew up over several decades
while state owned enterprises (SOEs) declined. Here too, Cuban laws simply
do not allow this. The joint ventures are with Cuban state enterprises, and
domestically a private producer is either forbidden to hire labor or in some
fields (for example, agriculture) restricted to hiring only a few employees.
Again, there is no discussion at all of making the sweeping legal changes
needed to allow any but the smallest scale capitalist operations. The third
way is less clearly articulated, but represents a fear of some supporters
of the Cuban socialist project—that the process of perfeccionamiento
empresatrial, especially with its increased enterprise autonomy, will somehow
grow into capitalist enterprises. But even a superficial consideration of this
process makes clear that in itself it cannot restore capitalism. Enterprises
production is still nationally planned, individual enterprises are not free to
set their product prices, individual enterprises are not free to set wages,
and finally enterprises (not to speak of private enterprise owners, which do
not exist) are not free to keep their profits, all of which are necessary for
capitalist private production. Again, the existing system would need to be
replaced (or “overthrown”) to move to capitalism; it does not seem to be a
process that could slowly evolve.

Stated another way, the large majority of the economy is state
owned and planned, and Cuba’s clearly stated intention is to make that
state-owned economy more efficient, not to convert it to a private capitalist
dominated economy by either the Soviet or Chinese roads. While again |
make no claim that a complete reversal from their present anti-capitalist
course could not occur at some future time, there is not even a preliminary
discussion of it in Cuba at this time.

A related major barrier that would need to be eliminated for a
restoration of capitalism is the state’s near total control of the vast bulk of
new investment. Here the state has two major control mechanisms. First, the
majority of the economy is still state owned, and therefore the state makes the
bulk of the domestic investment decisions (including the state’s input into the
investment decisions of joint ventures). Note that while enterprises are being
given more autonomy on many issues including minor investment decisions,
to date the state still controls major investment decisions. These are very
often not made on the basis of individual enterprise profits or profitability, but
rather on criteria such as import substitution, building chains of production,
and so on (that is, as part of an economy-wide economic plan). Second, as
already mentioned, all proposals for foreign capital activity in joint ventures
are reviewed at multiple levels of the state, and each must receive the final



approval from the highest political level, the Council of Ministers.

Another related barrier to a capitalist restoration is that there is
no labor market in Cuba.®® This takes us back to the now much discussed
“payment according to work” brought up in the last section. The extent to
which this represents a reflection of global neoliberal ideology in Cuba today
is an important question.

It is worth noting that international champions of neoliberalism
recognize these as essential barriers to their desired project of restoring
capitalism in Cuba. The Economist wrote

The central control of prices continues to restrict the scope
for the allocation of goods, services and capital through the
market mechanism.®

Enterprise reform has progressed steadily but remains
hampered by price and labor controls.®

The final barrier that would need to be overcome in order to restore
capitalism, generally ignored by too narrow “economic analyses,” is the
most fundamental because of its social nature: the popular supportin Cuba
for the Revolution and the popular opposition to a system of Third World
neoliberalism and capitalism. The Gallup results cited above indicating
majority support for Cuba’s non capitalist path reflect this fundamental
social barrier to a capitalist transformation. Further, the Battle of Ideas®
was launched in 2000 to make people, and especially young people, aware
of what their social/economic system has brought them, which they would
not have under Third World neoliberalism — something too easy to take for
granted and to forget when one focuses on a system’s shortcomings. This
author finds from his at least yearly trips to Cuba since the beginning of the
1990s that the marginal effects on basic attitudes from the Battle of Ideas
and the strong economic performance of Cuba for the last four®? years have
left the ratio of support to opposition at least as high as the two to one ratio
reflected in the Gallup poll at the depth of the economic crisis in 1994.

“Payment According to Work”

The concern here is that this concept, now being strongly advocated
in Cuba, may be the result of the influence of global neoliberal ideology and
hence a danger to the process of building socialism. Here | will make two
short and simple arguments: that in the context of Cuba it is not, and that,
further, the concept is actually, as is repeatedly asserted by the Cubans,
consistent with payment in a socialist®® (but not a communist) economic
system.

If one has competition among workers for jobs and enterprises
that are free to set wages as low as they can get workers, then the formula
“payment according to work” becomes a (circular) justification for enterprises



driving down wages. Since one cannot in general actually measure the
marginal contribution of any worker, enterprises accept the market ideology
that markets set wages according to workers’ marginal contributions. Then
if labor market competition drives down the wages that workers are willing
to accept, enterprises justify the lower wages as being set by the marginal
contribution, which the labor markets are now showing is lower than
previously. So the whole concept becomes part of the process of exploiting
labor to whatever degree the class struggle allows. But since as argued in
the last section, Cuba does not have labor markets nor can its enterprises
set wages, the concept of “payment according to work” cannot play the
same role in Cuba. Instead, it is promoted there with a dual goal. First,
it is intended to stimulate workers to make a greater effort at work, both
quantitatively and qualitatively (“work harder and work smarter”). It is just the
latest form of the use of material incentives that have been used, along with
moral incentives, over the whole course of the Cuban revolution. Over that
time the partial use of material incentives has not contributed to a capitalist
restoration. But beyond that, this corresponds to Cubans’ sense of socialist
equity, the goal that “everybody’s living standard corresponds directly with
their legally earned incomes, that is, with the significance and quantity of
their contribution to society”.%* In this latter sense “payment according to
work” is partially equivalent to what Marx called for in “Critique of the Gotha
Programme.” There Marx spelled out that in his vision of socialism each
person could draw from society goods that took the same amount of labor
time to produce as the person contributed labor time to social production.®
This is the basis for the repeated claim by the Cubans that not only is this
formula not a neoliberal import into their institutional framework, but further
that it is consistent with their project of building socialism.

Conclusion

While | hold that the quote by the Minister of the Economy and
Planning that opened this paper is both correct and centrally important,
it is only half the story. The sweeping economic reforms of the economy
after 1989 were indeed made contrary to the neoliberal recipe. But as the
architects of those reforms themselves often acknowledged, concessions
to the world dominant ideology and economic reality of neoliberalism had
to be made. Stated differently, Cuba was not able to follow the road to
building socialism it would have chosen if it had not been a small country
in a neoliberal world. Cuban social/political/economic reality today (and
tomorrow) must be understood as simultaneously consisting of both the
following. First, global neoliberalism has affected Cuba’s current reality in
a number of ways. In addition to affecting Cuba’s institutions, it is essential
to keep in mind the impact of the illusions created by such factors as
tourism, self-employment and the Agricultural Products Markets on the
consciousness of (some of) the Cuban people, an issue which is centrally
important for the transition to socialism. Second, up to the present, major



barriers remain in Cuba’s institutional structure and social consciousness
that would have to first be eliminated before global neoliberalism could
impose on Cuba its inherent goal, the abandonment of Cuba’s project of
attempting to build socialism.
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