Another currency reform planned: Cuba's parliament discusses the
state of the nation

The Cuban National Assembly session ended on July 1 8 (source: Cubadebate)

Cuba's National Assembly has set the course for the second half of the year. At the three-
day summer session of parliament, which ended on Friday, the extremely tense economic
situation was once again the focus of debate. Prime Minister Manuel Marrero announced
that there will be a comprehensive reform of monetary policy starting in September to
change the mechanism for allocating foreign currency in the economy.

In addition to several draft laws, an increase in pensions was approved starting September
1, and the upper age limit for presidential elections was abolished. The session was
overshadowed by the unexpected dismissal of the labor and social affairs minister, who
caused outrage with comments about beggars (Cubaheute reported).

State of the economy

Economy Minister Joaquin Alonso Vazquez did not have an easy task. A year after his
predecessor Alejandro Gil was sacked over corruption allegations, Alonso had to present a
similarly bleak picture to lawmakers, with little room for improvement in the short term. The
Ministry of Finance, however, had some positive news to report.

e Cuba's economy remains in recession. Last year, gross domestic product shrank
by 1.1 percent, slightly less than the 1.9 percent decline reported for 2023.
Agriculture slumped by 17.9 percent, while industrial production fell by three
percent. Service exports (primarily telecommunications and tourism) recorded slight
growth of 0.9 percent, while social services (primarily the education sector) slumped
by two percent. Growth of two percent had originally been planned for last year.
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Inflation has halved to 14.75 percent and thus remains at a high level. However, the
downward trend is continuing.

The minister cited the US blockade, the lingering effects of the COVID-19 pandemic
and the global economic crisis as reasons for the ongoing recession, along with
“‘mistakes, deviations and negative trends” in the management of the economy.
“In 2025, we will have a high level of foreign debt, which is under control but
still weighing on economic development,” Alonso added.

He cited the continuation of macroeconomic stabilization, increasing external
(foreign exchange) revenues, boosting food production, and providing
sufficient resources for defense and internal security as the most important
goals of this year's economic plan. While the other priorities are well known, the latter
is new.

Foreign exchange earnings remained nine percent below target in the first half of
the year, representing a seven percent decline compared to last year. Export
products such as tobacco, lobsters, and other fishery products performed well, but
were unable to offset the decline in revenues from products such as nickel, honey,
charcoal, and medicines. In the case of nickel exports, the (too) low world market
price is responsible for the lack of profits.

Exports in the first half of the year reached only 62 percent of the target (2023: 78
percent). To boost exports, 29 new financial cycles in foreign currency were
approved to enable the relevant companies to recapitalize. The new internet prices
have had a positive effect here: instead of the previous USD 10,000 per day,
ETECSA was able to increase its daily revenues (mainly through mobile phone top-
ups) to USD 570,000. In the 46 days since the new prices came into effect, USD 24.8
million has been taken in. This means that the monopoly is now financially sound and
in a position to clear the investment backlog of recent years. At the economic
workshop, President Diaz-Canel called for production to be increased through new
foreign exchange cycles and for the development of “competitive export products.”
Imports reached 67 percent of the planned level in the first half of the year, slightly
more than in the previous year. The focus is on “food, fuel, medicines, and medical
supplies,” the minister explained.

Tourism continues to decline. By the end of the first half of the year, almost exactly
one million tourists visited the island, which corresponds to 71 percent of the plan
(2024: 77 percent).

The private sector is growing slowly but steadily. To date, 11,745 small and
medium-sized enterprises (SMEs) have been approved (of which 11,369 have
already been established). The number of self-employed persons has fallen slightly
to 496,535. In addition, there are 5,106 cooperatives, 110 joint ventures and 100
percent foreign-owned companies. Overall, the private sector (including agriculture)
currently accounts for around 50 percent of the economy and contributes 15 percent
to government revenue. Exports from the private sector amounted to US$21
million in the first half of the year, around 30 percent more than last year. 85 percent
of private sector exports are traditional commodities such as charcoal. Imports by
the private sector grew by 34 percent and exceeded US$1 billion in the first half
of the year.

The budget deficit fell significantly last year, from 10.9 percent (2023) to 6.5
percent (2024) of GDP. As Finance Minister Vladimir Regueiro Ale reported, efforts
to stabilize the macroeconomy and consolidate the budget are thus beginning to bear
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fruit. The ratio of expenditure to revenue is moving toward a healthier balance, which
has reduced the need to take on new debt and helped to curb inflation. This was
made possible by price adjustments (such as for fuel) and tighter control of spending.
Last year, 64 percent of budget revenues came from taxes, with total revenues 10
percent above target. This was achieved by broadening the tax base and abolishing
some tax breaks. For the first time in over 10 years, the government's current
account is in surplus.

The top priority remains energy supply. In June, an average of 20 hours of power
outages per day were reported. With the restart of the Céspedes, Santiago de Cuba,
and Santa Cruz power plants, there should be a slight improvement for the rest of the
summer, but power outages will continue to be part of everyday life for Cubans for
some time to come. “There is a viable strategy for restoring the national power
system. We are on the path to independence from imported fossil fuels,”
Energy Minister Vicence O'Levy promised lawmakers. Currently, an average of five
new solar parks are being connected to the grid every month (22 to date), but there is
still no sustainable solution for fuel imports, the minister explained. Of the eight
floating power plants formerly leased from Turkish provider Karpowership, three are
still in operation, for which “minimum payments” have been made to keep them
running until the end of August. At the same time, demand has risen by 524
megawatts, mainly due to the increase in electrical appliances, a lack of liquefied gas
imports (forcing households to cook with electricity) and “tariffs that do not
encourage saving.” Domestic crude oil production has fallen from 3.6 million to 2.1
million tons in recent years, but the decline has been halted. The installed solar
capacity is set to rise from the current 481 megawatts to 1,115 megawatts by
December, reducing the midday deficit by 400 megawatts. By the end of the year,
850 megawatts of power are to be restored through decentralized generators and
1,400 megawatts through thermal power plants. O'Levy explained that the theft of
cables, transformers, fuel, and other equipment remains a persistent problem. In
addition, the country lacks the money to purchase new transformers, of which around
12,000 are needed each year.

State-owned industrial production remains in crisis mode and is 37 percent below
target, said Minister Eloy Alvarez Martinez. 587 state-owned companies account for
85 percent of Cuba's goods circulation. Some of these reported lower losses than
before, but this was not due to productivity gains, but to price increases. The
industrial policy presented by the minister is currently limited to proposals for
expanding recycling and links with the private sector. The food industry remained
17 percent below target in the first half of the year (-2.9 percent compared to 2024).
The slumps in canned food production (51.5 percent below target), milk
production (45.9 percent below target) and flour (45.6 percent below target) are
particularly drastic. Only beer production exceeded the target.

The situation in agriculture remains tense, but after years of declining production,
the bottom seems to have been reached in many areas. The (moderate) target for
rice, vegetables, and root crops was met in the first half of the year, exceeding
2024 production levels, while production of eggs and milk continued to decline.
Overall, production is far from significantly reducing the high import ratio of around 80
percent. The situation is critical in the sugar sector, where only 50 percent of the
planned area could be sown. Analysts expect this year to see historically low sugar
production of less than 200,000 tons. The minister explained that, given the current
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conditions, sugar production is not expected to grow beyond the current level in 2026
and 2027.

Discussion on the report on the state of the economy (source: Cubadebate)

New economic measures and reforms

Prime Minister Marrero outlined the roadmap for the second half of the year in a nearly two-
hour speech at Wednesday's meeting. He announced major reforms to be implemented
starting in September:

Increase in pension levels: Pensioners receiving less than 4,000 pesos (approx. 30
euros according to the official exchange rate, 10 euros according to the informal
exchange rate) per month can expect more money from September 1. This will
benefit 1.32 million people (79 percent of all pensioners). The minimum pension will
be doubled from the current 1,528 pesos to 3,056 pesos, affecting 438,572
pensioners. Those receiving between 1,528 and 2,472 pesos will receive a flat-rate
increase of 1,528 pesos. Those receiving more than 2,472 pesos will have their
pension increased to 4,000 pesos. The state will spend 22 billion pesos (approx. 52
million euros) on this reform.

The government's main area of focus remains the “macroeconomic stabilization
program,” which is now in its third version since it was announced in December
2023, Marrero explained. With this program, the government aims to eliminate
“distortions” in the economy and lay the foundations for growth.

The core element is the tactical expansion of the partial dollarization of the
economy in order to be able to de-dollarize again in the long term. Within this
framework, closed foreign exchange cycles in the export sector (including, for
the first time, for agriculture) are to be created. In addition, a major intervention in
the foreign exchange market is planned for the fall, which will include an
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adjustment of the exchange rate regime and the creation of a dynamic exchange
rate (“fasa de cambio flotante”). This is intended to give all economic actors better
access to foreign currency, which is a prerequisite for their rational functioning
beyond the informal foreign exchange market. The relevant laws are to be published
in September and come into force in November. The intervening period will be used
to train staff in banks, institutions, and companies. In addition, particular attention will
be paid to the (political) communication of the measures. The introduction of
cashless payment methods (“bancarizacién”) will continue.

The price caps introduced last summer on certain staple foods (linked to customs
exemptions for importers) are to remain in place due to the high political sensitivity of
this issue.

Foreign investment is to be approved more flexibly and quickly in future. “It has
become apparent that some deals can be concluded within 30 days, while
others are more complex and require more time, but the process should not be
as it is today. This is a legitimate demand from investors,” said Marrero, who
(once again) announced the restructuring of the Ministry of Foreign Trade. The aim is
to reduce bureaucracy and speed up decision-making. In addition, companies that
sign rental agreements in the tourism sector will also be able to be 100 percent
foreign-owned in the future. In the agricultural sector, “real rights” (e.g., to land use
and employment) are to be granted to investors for the first time, which is currently
being tested as part of a pilot project on rice cultivation with a Viethamese company.
A new joint venture for chocolate production is to be established in Baracoa.

The company law (“Ley de Empresas”) introduced in 2023 and repeatedly
postponed since then is to be passed in December. This is intended to expand the
autonomy of state-owned companies and introduce greater use of market signals into
the planned economy. Marrero commented: "The proposal and draft law for the
state-owned socialist enterprise were analyzed by the Politburo, and there was
a heated debate about the scope of this law and obstacles that would limit its
implementation. Intensive work is underway, and it is on the agenda of the
legislative program for December.“ He added that violations, such as unjustified
special payments, had been identified in several companies: "[...] these difficulties
were taken into account in order to incorporate the experience into the new
legal form."

Private sector: There has been an increase in corruption cases involving contracts
between the state and the private sector, “on the basis of which measures have
been taken to strengthen these indispensable and necessary relationships,
which must be further developed.” As a new option, the legal basis for joint
ventures between state and private enterprises, which was announced in 2021, is
to be created in the fall (so far, there are only eight pilot projects). The
decentralization of approval processes for the establishment of private companies
will continue. Starting in September 2024, the measure was implemented on a trial
basis in 16 municipalities, with 28 more municipalities added in June. The number is
to be gradually increased, with this authority soon being extended to 49 of the 168
municipalities nationwide.

Economic decentralization of municipalities: In order to improve food supply, new
agro-industrial systems are to be created at the municipal level, of which there are
currently 117. The process must be continued “[...] by empowering municipalities
to approve them, improve the structures and staffing of the areas, and create
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and consolidate local systems for transforming the municipal production
structure,” said Marrero. The establishment of local development projects
(“proyectos de desarollo local’), of which there are currently 2,261, is also to be
continued. However, due to frequent violations of regulations, the legal framework is
to be revised.

Further economic innovations and processes to be implemented in the second
half of the year:

o

100 percent of foreign exchange earnings from the export of health services
and products are to remain with the Ministry of Health.

Selective application of swap transactions and business modalities related to
real estate.

A draft for the establishment of a new institute to deal with state-owned
enterprises (part of the enterprise reform) will be submitted to the Council of
State.

Introduction of a new wage policy that “will lead to standardization and
greatly benefit the Cuban business sector.”

Progress in the ‘redimensioning’ of the state sector, including proposals to
reduce the number of personnel in management positions.

New measures to reduce social inequality.

Expansion of the modes and possibilities for receiving remittances
(“remesas”) from abroad.

New laws: The following legislative proposals were discussed and adopted at the
meetings:

o

Code for Children, Adolescents and Young Adults (draft as PDF):
Replacement of the old code from 1978 with a modern framework law based
on the Constitution of 2019. The law aims to strengthen the protection of
children against all forms of violence. It also includes strict prohibitions
against child labor and guarantees the promotion of education, health, and
social participation. Children, adolescents, and young adults are granted
“progressive autonomy” in the law, i.e., age-appropriate rights to self-
determination.

Law on Cuban Sports (draft as PDF): First sports law in the Cuban legal
system; previously, only sectoral regulations existed. The law regulates
clearly defined responsibilities, rights, and obligations of all actors in the
Cuban sports system (from grassroots to top athletes). In addition, anti-
discrimination clauses on homophobia and transphobia are being introduced.
Law on the civil reqistry: Modernization of civil status law, including
electronic procedures, simplification of registration and deregistration, and
passport and ID card matters. Strengthening the rights of transgender people
to change their gender without bureaucratic hurdles. Inclusion of intersex
births (“Condicion Intersexual’) and civil partnerships (“Pactos de
Convivencia”) in accordance with the new Family Law of 2022.

General Misdemeanors Act: Updating and standardizing misdemeanor law
(regulation of minor legal violations and associated penalties).

On July 18, the National Assembly decided to abolish the maximum age of 60 for
assuming the office of president. The restriction, which was originally introduced
with the new constitution of 2019, was considered excessive and no longer in line
with “demographic realities,” as one member of parliament explained. This
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“broadens the circle” of those who can be elected president in 2028, Diaz-Canel
explained. All other provisions, such as the two-term limit and the minimum age of
35, remain in place. 440 of 462 deputies (95.2 percent) voted in favor of the
constitutional amendment.

Further topics

Despite tighter US sanctions against this sector, the export of medical services is
to be continued and expanded. Currently, 24,000 Cuban medical professionals are
working in 56 countries.

The situation regarding housing construction is poor. The already severely cut
state housing construction plan was only 22 percent fulfilled in 2024, with 2,382 new
buildings. The housing deficit stands at 805,583 units, of which 94,421 are missing
as a result of hurricanes and other natural disasters. Of the 4.09 million homes
currently in Cuba, 65 percent are in good condition and 35 percent are in fair or poor
condition. There has been criticism that the quality of building materials produced in
the country has declined.

Currently, 2.5 million people are struggling with problems with their water supply.
One of the main causes is the unstable power supply. For 300,000 people, the
problems are primarily due to defective pumps. The National Institute of Water
Resources (INRH) has only 37 percent of the fuel it needs, 10 percent less than last
year.

The situation in the healthcare system remains alarming. Only 30 percent of basic
medicines are available, and pharmacies have only 32 percent of the medicines
they need in stock. Antibiotics are particularly scarce. Health Minister Portal Miranda
criticized the US economic blockade, which he said was making it difficult to
purchase medical supplies. Infant mortality rose to 8.2 per 1,000 live births (2024:
7.4). Maternal mortality climbed to 56.3 per 100,000 births (2024: 37.4). There
have been 16 maternal deaths so far this year. Six provinces have an infant mortality
rate below 7. In addition to the precarious supply situation, the exodus of healthcare
professionals was cited as the main problem. Although the resignation rate fell by 25
percent as a result of salary adjustments, critical areas such as surgical staff remain
understaffed. There is also a lack of qualified young people to fill management
positions. The demographic situation remains another challenge: Cuba is aging
rapidly. 25.7 percent of the population (2,485,275 people) are over 60 years old. At
the same time, the birth rate is falling (28,400 live births as of July 12, 6,738 fewer
than in 2024).

Livestock and pasture farming: The dairy cattle population has been in sharp
decline since 2019, as has meat production. At the meeting of the expert
commission, the situation of livestock farming in Cuba was characterized as
“critical.” If the current trend continues, livestock farming in Cuba “could disappear
completely by 2030,” warned one member of parliament. One persistent problem is
the low state purchase price for milk, which currently stands at 30 pesos (approx. 7
euro cents), while a liter is sold on the street for 200 pesos (approx. 50 euro cents).
In addition, payments by the state-owned monopoly Acopio are often made with long
delays — a criticism that farmers have been voicing for years without any effective
solutions being found. In one case in Camaguey, it was reported that a cooperative
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had not received any money for milk since last September. "I have 252 cattle. To
feed them, | need five workers, whose wages are not covered by livestock
farming. | have to earn extra money with other products. Those who still farm
today are heroes: | sleep with a gun next to me and guard the herd around the
clock. This is not a business, it is passion and sacrifice," said one member of
parliament. 84 percent of the 429,000 cows in Cuba are owned by small farmers.

A persistent problem is the lack of personnel in the public sector. In retail, for
example, only 64 percent of positions are filled. This is one of the reasons why
commercial space is sometimes underutilized. In more than 6,000 state institutions,
no space is being advertised for rent.

The transport sector has also been severely affected by the energy and economic
crisis. By April, 894 million passengers had been transported nationwide, 32 percent
less than planned and 114 million fewer than in the same period in 2024. The
situation is particularly difficult for local bus services, which are 65 percent below
target. Rapid relief is not in sight. Suffice it to say that the newly established fund for
refinancing public transport through car sales has provided the sector with a slight
inflow of foreign currency in recent months, which is being used, among other things,
to finance the manufacture and import of some minibuses, electric rickshaws and
other “small measures” (such as the sale of 10,000 bicycles in pesos). There is still a
shortage of fuel and foreign currency for spare parts.

On Thursday, Cuba's Foreign Minister Bruno Rodriguez Parrilla presented the
foreign policy priorities for 2025-2028, which were debated in the National
Assembly. The focus is on protecting sovereignty against US pressure, economic
recovery, and greater involvement of the population and the diaspora in diplomacy.
The “growing aggression of the US government” requires a clear focus on
“‘defending independence, the revolution and socialism,” Rodriguez said. He
cited the US economic blockade, which has been in place for over six decades, and
the Trump administration's renewed designation of Cuba as a “state sponsor of
terrorism” as key challenges. Both measures contribute significantly to “suffering
and deprivation in Cuban families.” One focus is on opening up new opportunities
for “exports, imports, investment, financial relations, and international
cooperation,” Rodriguez said. The participation of Cuban delegations in
international forums and bilateral visits serves to deepen economic ties in a targeted
manner. Cuba also wants to expand its leadership role in alliances of the Global
South, particularly the Group of 77 plus China and the Non-Aligned Movement.
Fight against crime and corruption: According to Attorney General Yamila Pefia
Ojeda, law enforcement is becoming increasingly challenging “due to widespread
criminal networks and a rising number of criminal complaints.” Drug-related
crimes in particular have increased significantly in recent years, which is why
prevention efforts have been stepped up in cooperation with the Committees for the
Defense of the Revolution (CDR), the police, and health authorities. Last year, 94
percent of drug-related crimes and 100 percent of corruption offenses were punished
with prison sentences.

Epidemiological situation: Dr. Gretza Sanchez Padrén, Director of Hygiene and
Epidemiology, warned of a “complex scenario” due to rising infectious diseases
coupled with critical hygiene deficiencies. Five provinces are reporting active dengue
transmissions, with the highest incidence in Havana, Santiago de Cuba, and Holguin.
Logistical bottlenecks are hampering the implementation of emergency plans
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involving insecticides and larval control. Hygienic conditions such as garbage
accumulation, poor drinking water treatment, and inadequate food hygiene have
increased the incidence of tuberculosis and hepatitis A. Despite economic
constraints, Cuba is maintaining its vaccination rates at over 95 percent. This year, a
new Cuban pneumococcal vaccine for children under two years of age was
introduced.

After the province of Camaguey and the Ministry of Transport had to report to
members of parliament this time, it will be the turn of the Ministry of Justice and the
province of Ciego de Avila in December.

Resignation of Marta Feité Cabrera

Both Diaz-Canel and Marrero commented on the resignation of the labor minister
following her remarks about beggars and vulnerable groups, which caused a wave of
indignation. Diaz-Canel used his remarks to clarify his fundamental stance and policy
toward all people in precarious situations. He emphasized several times that the
revolution leaves no one behind and that vulnerability will not be met with
confrontation. “I will not confront anyone who is in a vulnerable situation. | will
take care of those who are in a situation for which the revolution was not
created,” said the president, adding: "These people are not our enemies. We will
take care of them. We have the will not only to acknowledge them, but to change
their condition—otherwise we would not be revolutionaries.“ Marrero addressed Feird
more directly. It was well known that the minister's remarks had met with "great and
justified resistance." He also emphasized once again the difference between this
and the principles of Cuban social policy: “We fight drugs and crime — but beggars
are not ‘fought’, they are cared for. And not just cared for, their situation must
be resolved in a sustainable manner.” He explained the background to her
resignation: "We appeared at the Ministry of Labor yesterday. As stated in the
published announcement, the minister has admitted her mistakes. She is a
minister who has worked hard and championed the adoption of several
resolutions on these policy measures. She has admitted that she made a
mistake, and, as she told us, ‘in a matter in which | should never have made a
mistake. And | do not see myself in a position to continue as a leader at the
head of a ministry’. That was a courageous stance on the part of our colleague,
which we shared with her entire leadership team, who also understood that
this measure was necessary." (Cubaheute)
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