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“And Cuba must be free – of Spain and the United States,” José Martí, 
Cuban poet, writer and leader for Cuban independence, Notebook 18
While it has been said before and not come to pass, there are increasing signs that relations between the U.S. and its neighbor 90 miles south of Key West are beginning to thaw after more than 50 years. 
There are a number of shifts occurring both in Cuba and outside to consider:
· Under Raúl Castro, president since 2008, the country has taken steps toward economic reform. These include the permitting of numerous small businesses and a new law to encourage more foreign investment. While the reforms in many cases are tentative, halting and sometimes reverse course, they are occurring.

· A significant shift has taken place in public opinion in the U.S. about policy toward Cuba and the economic embargo of the island, especially in politically sensitive Florida, among Latinos and even Cuban-Americans.

· Recent talks between the U.S. and Cuba have been described as positive, although focused not on broad issues but restoring mail service, human migration, drug interdiction and dealing with potential oil spills.

· In February, the European Union announced it wants to start talks on a “political dialogue and cooperation agreement” with Cuba versus what The Economist has described as “a kind of embargo lite.” This has been welcomed by Cuba.

· The recent upheaval and economic problems in Venezuela, Cuba’s main sponsor, argue for a broader engagement by Cuba. Venezuela provides Cuba with 150,000 barrels of oil a day in return for some 30,000 to 50,000 skilled workers such as doctors, nurses and technicians. 
Economic Reforms…To a Point
Under Raúl, there have been serious economic reforms, especially by Cuban standards. However, as with much else in Cuba, things are not as simple as they appear.
Cuba continues to trim government payrolls and encourage small businesses. According to the Cuban government at a recent labor federation congress, government jobs have been cut by almost 600,000 since 2009 with a goal of one million by 2016. The government reported that there are now more than one million Cubans in what they call “non-state jobs.” These include farmers under agricultural reforms, with state lands leased to individuals, as well as limited wholesale produce markets run by cooperatives. Cubans also have been allowed to start small businesses as carpenters, seamstresses, beauticians, taxi drivers and small shop owners, among several hundred sanctioned enterprises. 
However, many of the retail shops have since closed. Because Cuba had no private wholesale system, many of the shops relied on goods being shipped from the U.S. until the government forbade foreign-purchased goods being sold on the private market. Private cinemas have been shut down as well.
The Cuban National Assembly this year passed a law intended to encourage foreign investment in the island. The measure would allow foreign companies to hold 100 percent ownership in ventures, cut taxes from 30 percent to 15 percent for joint ventures, exempt most investors from paying taxes for eight years and allow the free transfer of profits and dividends off the island without further taxation.

The previous law required that foreign investors be limited to only 49 percent ownership, must hire from state-run labor pools and pay a 30 percent tax on profits. This has severely curtailed investment in the island. In addition, several foreign businessmen have been arrested under Raúl’s watch on various charges of corruption and financial irregularity, which has not increased confidence among the business community active in Cuba.
The new law retains the requirement to hire from state labor pools, and most observers believe the key to success will be how the law is actually implemented, including fixed and transparent rules of the road.

Another major reform under Raúl has been to allow Cubans to buy and sell cars and homes. In the case of homes, previously one could only trade properties under a cumbersome system overseen by the government called permuta, or exchange. And Cubans can now own cars. With tariffs, however, prices are stratospheric. A 10-year-old used car can cost as much as new cars in the U.S., and new standard models can cost well into six figures, far out of the reach of ordinary Cubans who average $20 a month in salary.  For instance, a six-year old Peugeot compact was recently selling for $85,000 while a new, larger Peugeot lists for $282,000, or more than a new Ferrari 458 Italia. The result is that in the first six months of 2014, state-run dealers sold a total of 50 cars. 

Cuba most recently reported disappointing economic growth, with the government downgrading its GDP forecast for the year to 1.4 percent growth versus a previous forecast of 2.2 percent and down from 2.7 percent last year.

Another economic initiative recently announced is to move away from the dual currency system, in which Cubans get paid in Cuban pesos (CUP) worth less than a nickel, while hotels, restaurants and most stores that sell anything worth buying require the convertible peso (CUC). The CUC is worth about a dollar and as the name implies, is convertible into other currencies, unlike the Cuban peso. 
The new, more pragmatic approach to commerce, trade and economics can also be seen in a major new container port facility built with the help of Brazil in Mariel, 28 miles from Havana, with an accompanying free trade zone. It remains to be seen how much shipping and free trade it can generate, given the U.S. embargo.
In sum, caution appears to be the by-word as Cuba moves forward on economic reform. Raúl has called the process “the updating of the socialist model” but also has said that “every step we take must be accompanied by the establishment of a sense of order." He has described the process as “without hurry, but without pause.” 

He most recently said that for reform to be successful, it “must be conducted with the appropriate gradualness and be accompanied by the permanent control of different party and governmental structures at all levels.” The caution probably reflects the government’s appetite for significant, rapid change without any loss of control.

Perhaps the conflicting forces are best summed up by a headline in the official Granma newspaper touting the new law to welcome more foreign investment—“The Country Will Not Go on Sale.”

Changing Attitudes
North of Cuba, change is also under way. 

American public opinion has shifted to support a broad opening to Cuba, including an end to the 54-year-old trade embargo and restrictions on travel by Americans to the island, according to a nationwide poll released earlier this year by the Atlantic Council, a prominent Washington-based foreign affairs think tank. 


Survey respondents from the U.S. Hispanic community supported improved Cuban relations by 62 to 30 percent. And voting-age residents of Florida, a decisive swing state in recent presidential elections, back a policy change by 63 to 30 percent. The state's switch in favor of broader Cuba relations is what provides "the 'Aha!' moment" of the poll results, Atlantic Council President and CEO Fred Kempe said.


The survey of more than 2,000 people nationwide—including extra sampling among Hispanics and in Florida—found that 56 percent favor a more direct engagement with Cuba or even a normalization of relations with the nation. 


The survey was conducted by nationally prominent opinion pollsters—Glen Bolger, a Republican, and Paul Maslin, a Democrat. 

While support is strongest among Democrats and Independents, the survey showed 52 percent of Republicans also favor normalization.
The results were recently reinforced by an annual poll taken by Florida International University that showed 68 percent of Cuban-Americans in  Miami-Dade County support restoring diplomatic relations, while 69 percent support lifting travel restrictions. 
But the polls are not the only evidence of change. 

Florida's former Republican Governor Charlie Crist, who is running for the office again in November—this time as a Democrat—said in a TV interview that he supports lifting the embargo. And Hillary Clinton has called for ending the embargo, the first potential presidential candidate to do so, saying it is “Castro’s best friend.” Clinton backed trade limits when she ran for president in 2008.

But perhaps even more surprising, Alfonso Fanjul, a wealthy Cuban-American sugar baron in Florida and a major political donor, whose family assets were seized by the Castro regime, has visited the island several times and spoken with senior Cuban officials. Speaking publicly for the first time about trips he has made to the island in an interview with The Washington Post, he even expressed an interest in one day investing there.
Increased cultural, people-to-people and family visits permitted under relaxed travel restrictions between the countries, implemented by President Obama in 2011, are also helping change attitudes. 

According to Cuban government data, the number of U.S. citizens, excluding Cuban-Americans, who traveled to the island rose to 98,000 in 2012 from 42,000 in 2008.  And that does not include visits by an estimated 350,000 Cuban-Americans, whom Cuba doesn’t officially count because the government considers them Cuban nationals.

Finally as another sign of increasing ties, cash remittances to Cuba in 2012 were estimated to be some $2.6 billion. Another $2.5 billion in goods were exported there. Ironically, remittances and exports represent a major driver of the Cuban economy, in spite of the U.S. economic embargo.
The Roadblocks to Change

While there has been significant movement toward better relations between the two countries, there are also significant roadblocks to change.

President Obama relaxed travel restrictions and remittance rules in 2011 and said at a Miami fund-raiser last November that "we have to be creative, and we have to be thoughtful, and we have to continue to update our policies" on Cuba. But there has been little further movement other than the ongoing talks regarding areas of mutual interest like mail service and human migration.

Despite the changes taking place, and while many believe ending the embargo could support Cuba’s market-oriented reforms, most thoughtful observers don’t see the relationship dramatically changing any time soon.

In 1996 the embargo was formerly codified by Congress with the Cuban Liberty and Democratic Solidarity Act, better known as Helms-Burton after its sponsors. Thus any major change in policy will require an act of Congress.

While ending the embargo does draw support not only from many Democrats but Republicans as well, particularly more libertarian Republicans like Sen. Jeff Flake of Arizona, the votes don’t appear to be there at present.
Sen. Bob Menendez, D-NJ, who chairs the Senate Foreign Relations Committee, is Cuban-American and staunchly pro-embargo. He recently accused Cuban intelligence of planting a story he engaged under-aged prostitutes on a visit to the Dominican Republic. David Axelrod, former senior adviser to Obama and now director of the Institute of Politics at the University of Chicago, noted in a recent panel on the Atlantic Council poll that public opinion is not always decisive in getting legislation passed.

Specifically, Axelrod said Obama must decide how much “political capital” he is willing to spend with Menendez on the Cuba issue. And just as with gun background checks that are supported by a vast majority of Americans, a determined minority can overcome majority opinion. The embargo certainly has its share of passionate defenders. Besides Menendez, there are the U.S.-Cuba Democracy PAC, possible presidential hopeful Sen. Marco Rubio, R-FL, and U.S. Reps. Ileana Ros-Lehtinen, R-FL, and Mario Díaz-Balart, R-FL, among others, the laste three all Cuban-Americans.

Human Rights
There is also the issue of “human rights” as a sticking point. 

Human Rights Watch noted in its 2013 report: “Cuba remains the only country in Latin America that represses virtually all forms of political dissent. In 2012, the government of Raúl Castro continued to enforce political conformity using short-term detentions, beatings, public acts of repudiation, travel restrictions, and forced exile.”

Just this month, some 100 protestors were detained for marching on the 20th anniversary of the sinking of a tugboat by the Cuban military resulting in the death of 37 people, including 10 children, who were trying to flee the country. The detainees included the “Ladies in White” who, dressed in white, have weekly been protesting the regime since 2003.

However, there does appear to be some loosening of government restrictions on Cuban citizens. Reforms passed in late 2012 eliminated the need for Cubans to obtain an exit visa to leave the island.  "The Ladies in White" have regularly been allowed to protest without incident.

Yoani Sánchez, an internationally recognized blogger critical of the Cuban government, continues to blog. Even Raúl has called for self-criticism and the “battle against self-censorship.”

The government is working to improve Internet access for Cubans, who now have the lowest rate of Web access in the Western Hemisphere. The state phone company also just announced plans to provide smartphone access to the state’s nauta.cu, basically a Cuban intranet, although at prices many Cubans cannot afford. 

The human rights issue especially rankles the Cuban government, which cites its free universal health and education systems as protecting human rights, while criticizing the embargo as causing hardships for the Cuban people. And Cuba points an accusatory finger at the human rights of minorities in the U.S. and prisoners at Guantánamo Bay. These should also be a subject of any human rights discussion, Cuba says.


What is certain is that human rights has and will continue to be an important rallying cry for those who wish to maintain the embargo.

Finally there is the issue of an American in a Cuban jail and three Cubans imprisoned in the U.S. Alan Gross, a contractor the U.S. Agency for International Development, was sentenced to 15 years in jail for bringing illegal satellite Internet equipment onto the island. He says it was to merely assist the island’s Jewish community with communications to the outside world.
 

Meanwhile, three Cuban nationals, part of the original “Cuba Five” convicted of espionage in Miami, remain in prison, although they maintain they were merely monitoring right-wing Cuban extremist groups that had been responsible for terrorist bombings in Cuba.
Many believe some type of swap could go a long way toward improving relations. In addition, removing Cuba as one of four state sponsors of terrorism by the U.S. State Department (the others are Sudan, Syria and Iran) is seen as a positive step that would reflect reality, not politics.

Alternate Universes

Any thoughtful discussion of Cuba needs to include the significant difference of perspectives that have existed across the Straits of Florida since well before the ascension of the Castro brothers.


Perhaps no one exemplifies the ambivalence and complexity of the relationship more than the great Cuban patriot José Martí, who spent considerable time in the U.S. in the late 1800s. Martí liked much of what he encountered in the U.S., including its work ethic, freedom and democracy. And he was impressed that a nation of immigrants could build such a prosperous, progressive country. He thought there was much that could be learned by Latin America as it shook off its colonial past.

Yet he also was concerned about the dangers that the “colossus of the north” posed for Cuba, particularly given the U.S.’s increasing interference in Latin America at the time, including talk of the possible purchase of Cuba from Spain.


Martí died in 1895 in the Second Cuban War of Independence, essentially martyring himself by riding headlong into Spanish lines. However, some of his views of the “colossus of the north” were prescient, at least to Cubans.

While American intervention helped secure Cuban independence in 1898, the country was excluded from the peace negotiations with Spain and became an American protectorate until its independence was recognized, at least in theory, in 1902. 

However, prior to independence, Congress passed the Platt amendment securing the Guantánamo Naval Base and giving the U.S. the right to intervene in Cuban affairs whenever it was deemed necessary. The amendment’s provisions were later forced by the U.S. into the Cuban constitution.

When Cuban independence was realized, Cuban General Máximo Gómez said: “It’s not the republic we dreamed of.”

The good news is that under American mercantilism, millions of American dollars poured into Cuba, building schools and roads, developing a postal system, eliminating yellow fever, and establishing a judicial and civil service system. Yet at the same time, Cuba effectively functioned as a vassal state, what current Cubans call the “pseudo-republic,” one that was characterized by incredible corruption.

Thus Cubans view U.S.-Cuban history through a very different lens, almost an alternate universe, with significant skepticism and mistrust.

One Further Issue
Any thinking about Cuba must consider what has been called “the biological realities” of the current leadership. Raúl is 83 and has announced he will step down in 2018.

Vice President Miguel Díaz-Canel, 54, has been named as his successor and part of a broader transition to younger leadership. Díaz-Canel is an electrical engineer and former minister of higher education who is described as a technocrat. While previous heir-apparents have come and gone, the choice does show the more pragmatic approach of Raúl. 

However, no one should expect dramatic changes in the Cuban political system any time soon. Most Cubans today have known no other government than the Castros. 

And Raúl has said that while socialism needs modernizing, he is committed “to defend, preserve and continue perfecting socialism, and never allow the return of the capitalist regime.”

IMPLICATIONS FOR BUSINESS:  While further economic reforms have the potential to provide significant business opportunities for U.S. companies, the simple fact is that until the embargo has been lifted by Congress, business activities are prohibited other than those limited ones approved by the U.S. government, such as licensed travel operators and exports of agricultural products. 

Even if the embargo is lifted and new laws to encourage foreign investment are approved, doing business with Cuba initially will not be for the faint of heart, given its commitment to the socialist model.
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