Privatization in Cuba
I. Introduction and Historical Background
A. Politics/Property Rights in Cuba pre 59 Rev 
B. Property Rights in Cuba post 59 Rev - Nationalization
C. Changes since fall of USSR – 1992 Constitution encouraging FI. 
II. Why Privatization for Cuba
A. Connection to Economic Development

B. Problem with State-Owned Enterprises


C. The Importance of Creating an Entrepreneur Class


D. The Role of Foreign Investment, Open Markets, etc. 
III. What Form of Privatization? Is There One Right Answer?
A. Fast or Gradual Privatization (retain some state planning?)
B. Using What’s There – Cuba Specific
C. Is the Current Situation Feasible?
a. JVs with foreign companies

b. 77s with all foreign capital but Cuban run 
c. Enterprise Optimization Program is some decentralization
d. Working with OSDEs-transitioning from ministerial committee control.

D. Other Options – Compare it to Others
E. Coupons/Auctions/Negotiated Sales/Employee Giveaways

F. Some Examples: East Germany, Hungary, Russia, China Kosovo
IV. Using the KTA Framework for Cuba?

A. How it Works, Why it Should Work
Determine which Property is SOE, which partial

Any That Should Remain Outside of Privatization (Political consid)

Which to Tender, Which to Liquidate

B. Timing and Scope Issues
Prioritize to Do it Right

Start Off with Good Examples

Small Businesses First, Major Industries? +s and –s

C. Who Gets to Bid- 

Just Cubans, Cuban-Americans

Anyone – external v. internal

D. Who Runs the CTA? - polit

V. Focus on Cuba in Particular - the Politics of Privatization

A. Claims from Cuban-Americans
Claims of Illegal Confiscation, Resolving Expropriation

Compensation v. Restitution

B. Discrimination Issues
Between Groups within Cuba

Between Exiles and Cubans that Remained

C. Employee Issues (if any)? ‘Socially’ v. ‘State’ owned

Residual employee ownership

State pension issues – need for 20% (for political reasons)

D. Issues with Agency Running Things
Overcoming Mistrust

Who Control’s the Agency – local v. international 

Must Be Transparent

E. Human Rights Issues and Drafting the Law


Right to Property (Art. 1, Prot. 1)



Eminent Domain v. Expropriation

F. Avoiding Political Backlash in rest of L. America
Directed at Particular Industries



Minimized in some for Political Reasons

G. Focus on Key Industries
Energy Sector, Health, Education 



Retaining Partial National Control 



BOOT – outsource but retain


H. Other: Key International Players



US



Russia



Latin American Powers (Venezuela)



China/Canada

VI. …Even with the Best System, there will be Many Problems

A. Must choose Privatization scheme to fit Cuba

B. Set up Judicial Apparatus to Deal with Claims

C. Hallmarks of Appropriate Judicial Apparatus

D. Can Current Judicial System in Cuba Handle It
E. Setting up a Special Tribunal on Privatization

VII. Conclusion

A. Cuba is an Attractive Place for Foreign Investment

B. How To Use This During Privatization 

C. To Create a Stable and Prosperous Cuba that’s successful for all Cubans
D. That’s an Example of Economic Success for L. America

