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I. International tourism over the past century

Three stages can be identified in the development of international tourism services in Cuba:

The period 1915-1930:  Havana became the city with the highest tourist reception rate of the entire Caribbean region, a situation influenced by three factors:

· Proximity to the east coast of the United States, which at that time had the highest income concentration and whose highest paid inhabitants fled the cold weather for Havana in the winter;

· relatively good sanitary conditions compared with towns in the other islands and states bordering the Caribbean;

· the Prohibition Act on the sale of alcoholic beverages in the United States, which encouraged the flight of consumers to Cuba.


Tourism was classified as the third most important source of foreign currency earnings after sugar and tobacco.  The Great Depression, the repeal of the Prohibition Act and the Second World War relegated tourism to a very low level of importance during the 1930s and 1940s.

The period of the 1950s:  The increase in tourist arrivals during these years was to a large extent connected with the control established by United States Mafia families over gambling, prostitution and drug trafficking.  Tourist numbers rose from 166,000 in 1950 to 275,000 in 1957, at an annual rate of 8 per cent.  New hotels, all with their own casinos and gaming rooms, were built in both Havana and Varadero – the main beach under development.  With the triumph of the Revolution in early 1959, prostitution and drug trafficking were eliminated and the Mafiosi were expelled.


Given the fact that 90 per cent of tourist visitors to Cuba up to that time had come from the United States, their numbers dwindled rapidly.  International tourism practically ceased to exist as an economic activity for a considerable number of years.

The period of the 1990s:  The flow of international tourists had started gradually to grow again from the beginning of the 1980s.


During the following decade, given the enormous difficulties
 with which it was confronted, the Cuban Government decided to accord the highest priority, in terms of investment and development, to those sectors which could provide the quickest solutions.  Tourism stood out in this respect, displaying a high degree of dynamism.


1990
2000
Annual growth rate

International visitors (thousands)
340
1,774
18%

Tourist income (US$ millions)
243
1,952
23%

International tourism accommodation units
12,900
35,293
11%

II. Characteristics of tourist services at the beginning of the new century

1. Participation of national bodies and foreign companies


During the 1990s, the international tourism sector developed a prominent position in the Cuban economy.  Approximately 30 major national agencies provide the main tourist services.  Most investment in the sector during the decade came from these national and state enterprises.


These national bodies have developed a variety of associative and other links with foreign entities.  Thus, 30 joint ventures have been established in the hotel sector, with investment capital from Spain, Canada, the United Kingdom, the Netherlands, Italy, Germany, France and Mexico, which:

· Own and already operate hotels with a total of 3,687 accommodation units;

· 15,600 accommodation units are at different stages of completion and 10,000 units should be in operation by the end of 2005.


These associations operate on the principle that they are granted usufruct rather than ownership of the land occupied, which forms part of the capital input by the national entity.


Seventeen international companies operate 50 hotels under hotel administration contracts which cover a total of 16,000 accommodation units, representing 46 per cent of the entire hotel stock.  The parent firms of these companies are located in Spain, France, Canada, the Netherlands, Italy and Jamaica.


Hotel administration contracts are entered into for an initial period of five to seven years, renewable as many times as the parties agree, with each renewal being used to update the conditions and modes of operation governing the contracts.


Some 20 foreign firms are involved in the development of marine activities;  they adopt different forms of association with the Cuban entities specializing in this subsector, providing pleasure boats, modern equipment and other installations.


Joint ventures have been established with some foreign companies for the operation of port terminals specializing in the reception of cruise ships.


The combined activity of these companies and associations facilitates a flow of experience and knowledge, and the diversification of supply and of markets, which have made an important contribution to the development of tourism.


Tourism has been given support by the expansion of airport infrastructure.  Nine international airports are in operation and a further eight are equipped for domestic traffic only.


Virtually all international tourists arrive in Cuba by air, and high priority is therefore given to establishing solid and transparent links with the airline companies.  Sixty foreign airlines have operations at nine Cuban international airports, and carry four fifths of visitors.  Of those, some 20 are regular lines and 40 are charter companies.  The national flag carrier – Cubana de Aviación – transports 20 per cent of tourists from abroad.

BREAKDOWN OF VISITORS TO CUBA BY REGION OF ORIGIN


1995
2000


thousands

America and Caribbean

Europe

Other regions

TOTAL
357

375

14

746
783

949

42

1,774


A substantial proportion of tourist traffic is arranged through short- and medium-term agreements with some 400 tour operators.

2.
Impact on the domestic economy


The share of international tourism in balance-of-payments income rose from 4 per cent at the beginning of the 1990s to 43 per cent in 1999.  During those years, one fifth of total investment in the country was concentrated in the international tourism sector.  Direct employment doubled from 48,000 to 100,000 persons, together with a further 200,000 in indirect employment.  In overall terms, one in ten employees in the civilian economy works in the area of tourist services.


Few countries have experienced such a radical change in the structure of their economy as has Cuba over the last decade.  Tourism is now described as the driving force of the Cuban economy.  The spillover effect of tourist demand for goods and services on the rest of the economy has contributed to the restoration or creation of tens of thousands of jobs, the introduction of new technologies and the creation of a market environment conducive to modernization in many sectors.


Eight years ago, only 18 per cent of the products and services required by the tourist industry were supplied from domestic sources.  All that has changed.  Last year, the corresponding figure was 61 per cent.  This radical turnaround was not brought about by protectionist policy.  Instead, priority was given to the policy of support for national suppliers, provided that they satisfied the conditions of competitiveness in terms of prices, quality and delivery times.  They benefited from advisory services and were informed of future projections for the growth of tourist hubs, main sectors and facilities.  They received support in obtaining financing on commercial terms.  At the same time, the Ministry of Tourism itself set up a financial entity which provided loans on favourable terms to producers, in order to increase their level of involvement, and this also produced an important change in the structure of production, preparing the ground for new exportable resources.


A considerable number of joint ventures with foreign partners are also involved in sales to the sector, accounting for much of the market in beverages, mineral water, processed meat, restaurant furniture, tourist buses, made-up articles, lingerie, air-conditioning systems, wire-based and wireless telephony, television sets, electronic equipment and management and network software.

III. Non-trade obstacles to the development of international tourism in Cuba created by the actions of the United States Government


Over the last 42 years, the departments and agencies of the United States Government have wielded the prohibition and authorization of travel to Cuba by citizens of that country as a political instrument, obstructing an important area of economic and commercial activity, in violation of the provisions of the GATS.  In 1959, the year of the Revolution, the State Department of the United States began frightening potential travellers with warnings about non-existent dangers they would encounter if they went to Cuba where, according to those bulletins, violence and disorder reigned.  Any warning of this nature was bound to have an impact on the press and to deter travel agencies from promoting trips to that destination.


On 3 January 1961, the United States announced the unilateral breaking off of relations with Cuba.  Thirteen days later, on 16 January of that year, the State Department announced that travel by United States citizens to Cuba was contrary to foreign policy and to national interests.


At the same time, ordinary United States passports were declared invalid for travel to Cuba unless they were specifically endorsed for each journey by the State Department itself.  The State Department expressly refused to endorse passports for tourist travel.


The position thus taken by the United States Government was unprecedented, as was observed by the Supreme Court of that country in 1996, when it stated that never before had the Government considered that "restrictions" on the use of passports were governed by criminal law.


Apart from passport regulations, the Treasury Department made it unlawful and impracticable for the great majority of citizens to make such trips.  All United States citizens were banned from engaging in any direct or indirect financial dealings with Cuba, Cuban businesses or Cuban nationals, unless they received a specific licence from that department.  This prevented United States citizens from paying for costs incurred in Cuba, including travel tickets.  Those who did not conform to the regulations were obliged to pay fines of tens of thousands of dollars in each case, and some were sent to jail.


There was a change in policy during President Carter's term of office (1976-1980).  On 21 March 1977, the Treasury Department introduced a general licence authorizing any type of Cuban travel-related transaction.  Travel agencies were authorized to make the necessary arrangements for their customers and loan companies and banks were authorized to accept ordinary cheques and traveller's cheques issued by tourists in Cuban territory.


A few years later, when President Reagan's administration came to power, the policy was changed again.  Restrictions on travel to Cuba by United States citizens were again used as a political weapon.


The travel facilities approved in 1997-98 were cancelled and the prohibitions were strengthened.  On 20 April 1982, the Treasury Department severely restricted travel to Cuba.  On the basis of the Trading with the Enemy Act, Cuban travel-related expenditure was prohibited unless a specific licence was obtained.  Tourist and business travel-related transactions were explicitly prohibited.


The Torricelli Act or Amendment (1992) granted the Treasury Department the authority to impose civil fines and to order the confiscation of property for violations of the blockade regulations and the Cuban travel bans.  


Some 100 United States citizens have been prosecuted by the Treasury Department for travelling to Cuba without authorization.  Those actions have consistently been upheld.  Three examples illustrate this policy.  On 15 April 1999, the Treasury Department's Office of Public Affairs announced three penalties imposed for contravention of restrictions on travel to Cuba.


In more recent months, the United States has continued to harden its policy on such travel.  In response to actions taken by right-wing forces in the United States Congress, a codified ban on travel to Cuba has been approved, which prevents North American citizens from undertaking such travel.  The codified ban implicitly gives the force of law to the regulations prohibiting travel and takes away the power to amend them from the President.  Any amendments now require Congressional approval.


Paradoxically, the codified ban was introduced the same year that the plenary Congress of the United States for the first time approved by a majority vote of 232 to 186 (July 2000) a bill tabled by a Republican congressman in favour of freedom to travel to Cuba.  This proposal, which was later thwarted and thrown out by the Congressional leadership, came in response to the growing public outcry, in the United States, in favour of eliminating this prohibition, which discriminates against United States citizens in relation to the citizens of other countries and violates their freedom of travel and their constitutional rights.


The prohibition mainly affects United States natives.  In addition, it harms the interests of Cuban Americans resident in the United States and their relations with family members in their country of birth.  They are prevented from travelling except on emergency or humanitarian grounds, a restriction which is applied to no other minority resident in the United States.


Cuba, for its part, has no legislation or restrictions on visits by United States citizens and Cuban Americans.  Despite the Government's prohibitions, they are visiting the island in larger numbers, thereby demonstrating the senselessness of their Government giving a minority in Florida the power to encroach on the right of millions of people to travel wherever they wish.  


Despite the prohibitions, the threats of judicial proceedings and substantial fines, an ever-increasing number of United States citizens have in recent years defiantly travelled to Cuba with or without a licence.


1995
1996
1997
1998
1999
2000

United States visitors, excluding the Cuban-American community
20,672
27,113
34,956
46,778
62,345
76,898

Source:  Cuban Statistical Yearbook, 1999, National Statistics Office (ONE), Havana, 2000.  The figure for the year 2000 is based on preliminary operative information from ONE.

IV.
Quantification of the damage to the international tourism sector in Cuba caused by United States regulations, prohibitions and laws

At the end of the 1950s, between 22 and 25 per cent of United States tourists to the Caribbean visited Cuba.


During the period 1959-1998 (40 years), 112 million United States citizens visited the Caribbean.  Taking into account the fact that new Caribbean tourist destinations have been opened up in recent decades, which entail increased competition, it can legitimately be assumed that, if there had been no economic blockade and prohibitions, Cuba's share of the United States tourism market might possibly have declined from 22-25 per cent to 15 per cent in the most recent years.  On the basis of that assumption, taking into account the regulations, laws and prohibitions, it can be inferred that over the last four decades 25 million United States tourists gave up taking their holidays in Cuba.  Those 25 million tourists, who did not visit Cuba, would probably have spent 14,000 million dollars on the biggest island in the Antilles.


To this should be added the losses in respect of cruise ship arrivals.  The Caribbean accounts for 50 per cent of the annual world total of cruise ship tourists.  The Caribbean is served by 30 cruise ship companies, but five of them, financed with United States capital, control 85 per cent of the boat capacity of cruise operators in the region.  In addition, 90 per cent of cruise ship tourists to the Caribbean are United States citizens.


Given the location and natural characteristics of Cuba, and in view of the number of cruise ships plying the Caribbean, it is estimated that, in the absence of the restrictions referred to, Cuba could have received some 20 million cruise ship tourists and has therefore suffered a loss of 1.7 thousand million dollars in income.


If both figures are added together, the total damage to the Cuban tourism sector can be estimated at a minimum of 15,700 million dollars.

IV. Monopolistic practices, integration and collaboration


The main economic operators providing international tourist services are involved in the generalized process of mergers and acquisitions, vertical and horizontal integration.  Mergers and acquisitions in the hotel and restaurant sector were valued at over 19,000 million dollars between 1997 and 1999, a figure higher than their value over the previous seven years.
  The 300 leading hotel chains in the world control 50 per cent of all accommodation units, but the ten largest chains control 30 per cent of the total of 11 million hotel units.
 


The airline companies are involved in a race to join alliances and implement mergers.  According to the value of their sales, in 1998 the ten leading companies accounted for 45 per cent of the revenue and 66 per cent of the profits of all IATA member airlines.


The last two years have seen an intensification of merger activity among European tour operators and the continuation of their vertical integration with airline companies.


In a conscious or unconscious process, those companies are joining forces against the weakest tourist entities and institutions in the less-developed countries.  Cuba – like all countries in the Caribbean region – is obliged to take action to reduce the effect of globalization and verticalization in the tourism field.


In that connection, some of the actions needed to defend the common interests of the Caribbean countries are the following:

- Adoption of a joint trade policy which protects the region from the global activities of the major wholesale operators;

- development of their own airlines to facilitate the sale and introduction of new products and the opening up of new markets;

- establishment of strategic alliances to take advantage of each country's synergies;

- differentiation of tourist facilities for each destination so as to improve the cost benefit ratio and take into account the overall interests of each destination in the region.


It will be necessary to continue thorough consideration of the draft GATS Annex on Tourism proposed by the Dominican Republic, El Salvador and Honduras.  For the time being, it is not clear how far the above-mentioned Annex could help the least-developed countries to cope with the risks and pressures imposed on this sector by the forces of concentration and globalization.


Priority must be given to promoting multi-destination tourism at the regional level.  If it is to be successful, such multi-destination tourism cannot be the concern of national authorities exclusively.  The enormous power of the tour operators and airlines must not be ignored.  Solutions must be found which are worthwhile to them and make it possible to enlist their active participation.


Cuba is increasingly involving itself in the organizations of the Caribbean, a region striving to meet the requirements of sustainable development in tourism.  The Declaration of Santo Domingo, approved by the Heads of State of the Association of Caribbean States in April 1999, explicitly recognizes tourism as an industry largely dependent on the environment, whose quality, competitiveness and sustainability are inextricably linked to the conservation of the natural and cultural environment of the Caribbean.  It is for this reason that it was agreed to establish a Sustainable Tourism Zone of the Caribbean (STZC) and a Plan of Action for its implementation.  Cuba firmly supports the Plan of Action and is deploying its best efforts to realize this important aim.

V. outlook and fresh options for cuban tourism development


The studies on Cuban tourist development demonstrate the feasibility of continued growth based on the calculation that the number of visitors will have reached 2.8 to 3.1 million by the middle of this decade and that, in order to receive them, it will be necessary to increase the hotel stock by 40 to 50 per cent.  Given the investments already in the pipeline and the new hotels to be built under joint ventures, the hotel sector's share of the total number of accommodation units will rise from its present level of 11 per cent to 20 per cent by the year 2005.


The accelerated increase in accommodation units in recent years was not accompanied by an equivalent increase in serviceable ancillary infrastructure needed to achieve a minimum critical mass, and priority is accordingly being given to the construction of golf courses, theme parks, dolphinariums, amusement parks, aquaparks and the development of marine activities, as a way of supplementing hotel facilities and setting Cuba apart as a tourist destination.

annex

summary of information on the preparation of the

tourism satellite account in cuba


The following summary, based on local experience, is submitted as a modest contribution to the Symposium on Tourism Services.


The National Statistics Office and the Ministry of Tourism cooperated on the preparation of the Tourism Satellite Account for Cuba, with initial coverage up to the end of 1997.


The availability of an extensive statistical database facilitated the processing of the documents prepared by the World Tourism Organization.  This project is intended to make available an effective instrument for evaluating the global economic contribution of tourism and its links to the other productive sectors of the economy.

· Supply-based approach

Given the institutional characteristics of the Cuban economy, an extensive and high-quality statistical base is available, which can be used to implement the analytical approach to tourist facilities advocated by the World Tourism Organization.  In accordance with this approach, the unit of observation adopted as a starting-point was the establishment, understood as the firm or part thereof in which the main productive activity represents a typical output for the sector.  Thus, in order to prepare the directory of observation units (firms), use was made of information available from the National Statistics Office (ONE) and the Ministry of Tourism (MINTUR).

· Demand-based approach

From the standpoint of demand, emphasis was placed (during the first stage) on the characterization of international visitors as an observation unit in terms of tourist inflows and outflows.  To this end, immigration statistics were used to classify international visitors according to reasons for travel, age groups, sex and geographical area of origin or destination, and indirect calculations of tourist consumption were effected on the basis of these classifications.

With regard to internal (domestic) tourism, less information is available in respect of demand or visitors.  However, there are statistics on the number and movement of travellers by type of transport (land, water and air), as well as accommodation statistics from which some preliminary data, within the limits of coverage, can be calculated.


From the economic standpoint, tourism is considered as a complex activity which, on account of its multidimensional nature, cannot be identified as an industry in the true sense;  hence most of the definitions of this concept focus on the demand aspect. 


This approach differs from customary national accounting practice, and although demand cannot be disregarded in any estimate of the scope of tourism, once the activities which go to make up the range of tourist facilities have been defined in isolation, it is possible to characterize the interrelationship between tourism and the rest of the economy.


In the case of Cuba, available tourist statistics provide ample data on the establishments which offer goods and services to tourists, and such data are captured exhaustively and periodically.


There is also a synoptic database on the financial statements of tourist bodies.


These particularities, combined with the structural characteristics of the Cuban economy, make an analysis of what is on offer particularly important and are an argument in favour of the soundness of the supply-based approach for the elaboration of the Satellite Account in the case of Cuba.


The benefits of this research, which is being carried out for the first time, include the following:

· Use of the system of national accounts as an accounting and conceptual framework for the development of this work;

· achievement of a quantitative analysis of tourist activity and its impact on the economy, facilitating comparison of the data obtained with those of other sectors;

· refinement of basic statistics and their implications for the tourism analysis;

· establishment of files of activities and internationally recommended products suited to the national and specific characteristics of tourism;

· demonstration of the need to design and conduct visitor surveys;

· preparation of calculations of outgoing tourism;

· effective contribution to decision-making and implementation of tourist policies by Government departments and businesses;

· possibility of international comparison.
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� Foreign Policy Association:  Problems of the New Cuba, New York 1934.


� Caused by the loss of its main economic partners:  the Soviet Union and the socialist countries of Europe.


� TREASURY NEWS, 15 April 1999:  TREASURY ANNOUNCES CIVIL PENALTIES FOR CUBA TRAVEL VIOLATIONS





The Treasury Department Office of Foreign Assets Control (OFAC) recently settled claims for embargo travel violations to Cuba by two Miami airline charter companies and a national magazine.





-	C&T Charters, Inc. paid a $125,000 penalty settlement to OFAC for allegations of acting as the operator of charter flights between Nassau and Havana …


-	Wilson International Services, Inc. paid $61,000 to settle record keeping deficiencies found during OFAC audits.  In September 1998, following an investigation, OFAC suspended the licences of both companies to provide travel-related services to Cuba.


-	Harper's Bazaar paid $31,000 on settlement of allegations that it engaged in unlicensed payments for travel expenses in 1998 for a photo shoot in Cuba.





	"These penalties serve to emphasize our strong commitment to fully enforce travel restrictions to Cuba …" said OFAC Director Richard Newcomb.





	Since October 1992, the effective date of OFAC's civil penalty authority, Treasury has collected more than $2 million in civil monetary penalties for Cuba embargo violation.


� UNCTAD  World Investment Report 2000, p.250.





� Hotels' Corporate 300 Ranking, Hotels July 2000. 





� Top 50 Scheduled Passenger Airline Groups by Revenue 1998, Flight International, 18�24 August 1999.
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