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The purpose of this paper is to present the point of
view of the National Association of Sugar Mill Own-
ers of Cuba (Asociacién Nacional de Hacendados de
Cuba, ANDHACQ), for the reconstruction of the sug-
ar industry in a free and democratic Cuba. Members
of the Association have written extensively about this
matter in conferences and articles.

Many civic organizations and individuals have also
expressed their ideas on the reconstruction of the Cu-
ban economy, but to complete this task, the individ-
ual branches of the industrial sector have to develop
their own plan of action.

Our plan is based upon the establishment in Cuba of
a provisional government during the transition peri-
od that will bring about a free election as soon as pos-
sible. The Constitution of 1940 that was abolished
by the communist regime during its takeover of the
island should be enforced immediately. The
ANDHAC has to be established in Cuba to hastily
work in the reconstruction of the sugar industry so
that it can contribute toward an economic recovery
that will benefit the country as a whole. The Associa-
tion would work together with the government
through the necessary committees to address the ba-
sic problems that will face the industry and the Cu-
ban economy at large.

All industrial properties should be returned to their
legitimate owners in an orderly manner in the short-
est period or time. All functional mills should start
operation under their rightful owners, in order to
avoid losing any crop, which is badly needed for the

economic recovery of the country. There will be an-
other group of mills that will be in need of major re-
pairs; these repairs should be accomplished as soon as
possible to put these mills back in operation.

A very important matter is to seek the necessary
funds to finance the needs of the whole sugar opera-
tions (repairs, grinding operation, farming, etc.) from
the international banking community (International
Monetary Fund, World Bank), and from private
banks directly to private industry or through loans
guaranteed by the provisional government (govern-
ment-to-government loans, etc.). A preliminary esti-
mate of the cost has already been made and updated
based on information gathered from the island and
from international sources. It gives an idea of the
magnitude of this problem, but the estimate has to
be replaced as soon as possible by an on-site study
that should include not only the industrial sector
(mills) but also the related industries (e.g., distiller-
ies) and also the farming operations which is primor-

dial for a good crop.

The estimates in Table 1 should not be taken as the
amount that the Cuban sugar industry needs to bor-
row, but as a guideline for the financial help that
would be most needed during the first five years. Af-
terwards, the mills should be able to generate the
necessary funds to take care of their operations and
repayments of loans; thus the need for financial help
will be lower than expressed. This study is for the re-
construction of 157 mills; however, we do not know
how many of those that are presently not in opera-
tion will be functional.
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Table 1.  Financing Needs of the Cuban
Sugar Industry (in million U.S.
dollars)

NextFour First Five Next Five
First Year Years Years Years Total
Equipment  427.4 639.8 1067.2 831.0 1898.2
Operations  362.8 23242 2687.0 32305 5917.5
Farm 195.4 1154.6 1350.0 1523.0 2733.2
Mill 150.1  1060.1 1210.2 1523.0 2733.2
Others 17.3 109.5 126.8 154.0 280.8
Total 790.2 2964.0 37542 40615 78157

The assumptions considered for the development of
the financing estimates follow:

* Equipment is based on U.S cost.

*  Labor cost is based on those provided in the “Ley
de Coordinacién Azucarera” (Agricultural Coor-
dination Law). At a price of 12 cents/Ib for raw
sugar in the world market (contract No. 11), the
minimum wage for industrial workers would be
$12.88/day and $7.46/day for agricultural work-
ers. The average has been calculated at $18.18/
day ($2.77/hr) and $10.51/day ($1.31/hr), re-
spectively, based on research in some sugar pro-
ducing where governments set minimum wages
but actual wages are always higher. Prices of sug-
ar under contract No.14 for a possible U.S. mar-
ket has not been taken into account to compute
the average labor cost.

*  Performance is based on U.S. standards, adjusted
for deficiencies during the first five years of oper-
ation.

* Land under cane production for milling: 1.3
million hectares (3.2 million acres).

e Additional land for a 7-year rotation: 184,000
hectares (455,000 acres).

e Total land under cane cultivation: 1.48 million
hectares (3.655 million acres).

*  Cane production: 38.0 MT/ha. (15.4/acre), with
a goal of 76.0 MT/ha (30.8/acre) after the 5%
year of operations, freeing up approximately
650,000 ha for other uses.

*  Average yield: 12.88%, the average for 3 last pre-
Castro crop less a reduction in yield correction
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for mechanical harvesting of 0.75 points =
12.13%

*  Grinding correction factor for mechanical har-
vested cane: 0.95%

*  Estimated lost time: 10% (20% for the 1% year,
15% for the 2ndand thereafter at 10%.

* Cane to be ground: 1% year 26.8; 27 year 35.8;
3 year 44.7; 4™ year and thereafter 54.4 mil-

lions of short tons.

* Actual rated grinding capacity for existing 157
mills: 547,000 MTC/day

If all mills could be placed back in their normal oper-
ations, they would be capable of producing 7.4 mil-
lion metric tons of 96% sugar.

The reconstruction and revitalization of the sugar in-
dustry in Cuba, as shown in this paper, will take time
and will not come cheap. But the land, the climate,
and most importantly, the people, will contribute to
the success of this effort. More detailed information
about the capital needs is shown in Annexes A and B.

It is a must to consolidate the existing market for 4
million metric tons of sugar and promote additional
sales to the U.S. market (return to the pre-commu-
nist quota; expand the TRQ; assign to Cuba U.S.
consumption increments or amounts to cover dimin-
ished U.S. production; same treatment as Mexico
under NAFTA; or a combination of these and other
options), and to the world market. Taking into con-
sideration local sugar consumption estimated to be in
the range of 0.5 million metric tons, there is an ini-
tial availability of sugar for export of 4.5 million met-
ric tons that progressively goes up to 6.0 million dur-
ing the first 5 years of operation. Our estimates take
into consideration HFCS, not only for internal con-
sumption but also for the future effect in the world
market. We should not depend only on the sugar
market, but should also actively pursue the produc-
tion and sales of by-products like alcohol, paper and
board, co-generation of electricity, wax, chemicals
from molasses, etc. There are vivid examples of these
products in sugar producing areas around the world.

The “Ley de Coordinacién Azucarera” that was in
force prior to the communist takeover, has to be re-
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established. This law, among other things, set the
bases for the relations between farmers, managers and

tilization, etc.), harvesting and hauling. To mecha-
nize the harvesting economically, the harvesters

should be utilized in large and mostly flat areas. This
could be accomplished by the sharing of equipment
among several farmers. It is estimated that one-half

labor, including salary compensation that varied in
accordance with the overall price of the sugar. Pro-
grams should be established to improve the working
conditions in the industry, which means safety and  of the existing area will be needed for sugar cane, and
environmental issues and other incentives. two-thirds of this area would be fit for mechanical

harvesting.

A program should be developed to improve the agri-
cultural sector that will comprise new varieties of ~ This action plan has to be coordinated with farmers,

cane (experimental stations), proper cultivation (fer-  labor, and the provisional government.

APPENDIX A
Equipment Costs (million U.S. dollars)
6t to 10t
1st Year 2nd Year 3rd Year 4th Year 5th Year (each year)
Total 427.4 177.2 186.2 211.6 64.6 166.2
(1) Land preparation 70.9 23.9 23.5 28.0 18.0
(2) Planting 37.7 12.8 12.6 13.7 9.6
(3) Harvesting 192.7 64.7 64.1 69.7 49.0
(4) Hauling 71.2 23.9 23.6 25.8 18.0
(5) Normal capital expenditures 427.4 177.2 186.2 211.8 64.6 11.6

Notes:

(1) Equipment needed to replace all sugar cane in five years. However, better utilization of the existing equipment should shorten this period. After-
ward, a normal rotation of seven years is estimated. The remaining old equipment should be used as spare, and replaced as needed after the first five-year
period. A replacement program of the equipment to follow after the fifth year consisting of 1/3 of the mechanical system to be substituted first and the
hand labor equipment with a replacement value estimated at 1/2 of the mechanical system. Life expectancy of the equipment to be between 10 and 15
years.

(2) Same as (1) above.

(3) Two-thirds (2/3) of the cane to be cut by mechanical harvesters and one-third (1/3) by hand. One half of the mechanically-harvested cane will be

cut by new harversters and the other half by existing harvesters. Scrapped harvesters will be used for parts for the existing ones. The replacement of ma-

chinery to follow the same schedule as for (1) and (2) above. Also considered in this calculation were the type of soil and slope of the terrain in Cuba.

(4) Equipment needed to haul one-third (1/3) of the total cane to be cut in areas and at distances where this type of transportation is economically fea-
sible. The existing equipment—railroad facilities and other means of transportation—are to be utilized for the remaining two-thirds (2/3) of the total

haul. Replacement schedule the same as (1)-(3) above.

(5) Capital expenditures likely to be more towards replacement during the first five years and then additions and replacements as needed. During the

first year of operation, there will not be enough time to put in place a capital program in each mill because the priority will be repairs, but later on it will
progressively increase to normal levels. For farms, during the first year, there is only the extraordinary expenditure noted above and nothing additional is
contemplated. Only minor additions are taken into consideration in this line item because the replacements are outlined in the equipment replacement
program. This item comprises what is needed for upgrading and/or setting up mill and farm research stations and for minor replacement of railroad fa-

cilities. Rail transportation to be substituted by ground transportation as much as feasibly possible.
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APPENDIX B
Operating Costs (million U.S. dollars)
4th to 10th
1st Year 2nd Year 3rd Year (each year)

(1) Farm 195.4 2411 290.1 310.7

(2) Land preparation & planting 22.6 22.6 22.6 9.7

(3) Cultivation—plant cane 13.4 13.4 13.4 57

—stubble cane 17.7 17.7 17.7 7.6

(4) Harvesting 61.0 81.6 101.9 124.0

(5) Hauling 62.2 83.1 103.7 126.2

(6) General farm expenses 18.5 24.7 30.8 37.5

Mill 150.1 200.5 250.4 304.6

(7) Crop season operation 83.1 111.0 138.6 168.6

(8) Idle season repairs 67.0 89.5 111.8 304.6

(9) Other 17.3 20.9 27.0 30.8
Notes:

(1) Cost figures include shop allocation for equipment repairs.

(2) Based on three years’ total cane replacement to accelerate the cane production. It should be accomplished by utilizing, during this period, the old
equipment that has been replaced.

(3) Based on the schedule for land preparation and planting in (2) above, and assuming cane production during the first five-year period of 28.8 million

short tons per annum in the first year; 35.8 in the second; 44.7 in the third; and 54.4 in the fourth and subsequent years.

(4) Based on the schedule for cane cultivation in (3) above. One-third (1/3) of the cane to be harversted with the new equipment acquired; one-third (1/
3) to utilize the existing equipment; and the remaining one-third (1/3) to be cut by hand. Replaced equipment to be used as spare.

(5) Same as (4) above.
(6) Includes pest control, irrigation, road and rail maintenance, research, farm overhead, etc.

(7) Crop season to last the following number of days/year: 59 in the first year; 74 in the second; 87; in the third; and 106 in the fourth and subsequent
years. The daily rated capacity is 547,000 MTC/day corrected for the mechanical harvester factor of 0.95 and a down time of 20% (1st year); 15% (2nd)
and stabilized at 10% afterwards.

(8) For the following season, with the necessary days for repairs and installation of new equipment.

(9) To cover direct administrative expenses.



