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SCHOOLING VS. HUMAN CAPITAL:
HOW PREPARED IS CUBA’S LABOR FORCE
TO FUNCTION IN A MARKET ECONOMY?

Luis Locay

A transition to a market economy is always challeng-
ing, especially when it also involves the struggle out
of underdevelopment. Sometime in the future Cuba
will probably be involved in such a transition. Al-
most everyone agrees the task will be most difficult,
but many observers of the Cuban economy point out
that one thing the Island has going for it is a fairly
well-educated labor force. Increases in education and
literacy are among the “achievements of the revolu-
tion” that are frequently proclaimed by the Cuban
regime and its supporters.

High education coexists, however, with low produc-
tivity. In 2001 the United States government ranked
Cuba above only Haiti in all of Latin America and
the Caribbean in purchasing power adjusted per cap-
ita income (World Factbook, 2002). These two appar-
ently contradictory characteristics of Cuba’s labor
force are normally reconciled by attributing the low
productivity to the misuse of productive resources,
including labor, by government planners. Under this
view Cuba has high levels of human capital, so the
earning potential of its labor force in an efficient
market-oriented system is high. This conclusion is
based on an extrapolation to Cuba of the relationship
between schooling and earnings observed in market
economies. The forces that have shaped the skills of
Cuba’s labor force, however, are much different than

in market economies, so this extrapolation may be
unwarranted.

Formal education and informal on-the-job training
are the primary ways individuals acquire the various
skills that are collectively referred to as human capi-
tal. As with physical capital, the return to human
capital can be in the form of direct consumption or it
can be indirect through higher earnings. In market
economies individuals (or their families) receive most
of the benefits and face many of the costs (including
opportunity costs) of their investments in human
capital. It is not surprising therefore, that in making
schooling and occupational choices (how long to stay
in school, what field to study, what occupation to go
into) potential earnings plays an important role. The
end result is that proxy measures of human capital
such as years of schooling and years of work experi-
ence are strongly related to earnings.

The formation of skills in Cuba’s command econo-
my has been guided by a very different process from
that found in more market-oriented economies.1 De-
cisions have not been made by individuals guided by
market determined wages and prices. Cuba’s distri-
butions of skills and occupations have, for the most
part, been shaped by the same planners who have ei-
ther been uninterested in using Cuba’s resources effi-
ciently, or unable to do so. Presumably they have

1. Madrid-Aris (2000) finds that increases in education, though large, contributed little to economic growth in the period 1963-88.
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been guided by the same political concerns that have
guided their production decisions, so it may well be
the case that Cuba’s current distributions of skills
and occupations are quite different from the distribu-
tions that will prevail once Cuba makes a transition
to a market economy. If the two distributions are
very different, and it is difficult to transition from
one to the other, then it amounts to saying that Cu-
ba’s current levels of schooling and work experience
overstate the country’s human capital.

As an example, consider a twenty-year professional in
the area of physical education. This is a field whose
high current numbers are almost certainly not sus-
tainable in a future market-oriented economy. Such
an individual may well not find employment in his
profession in a post transition Cuba. His basic educa-
tion is a general form of human capital that is useful
in most jobs in a modern economy, but his post-sec-
ondary education and on-the-job training may have
generated fairly occupation specific human capital. If
this is so, our hypothetical individual may be a col-
lege graduate with 20 years of work experience on pa-
per, but his human capital is really closer to that of
an 18-year-old high school graduate.

To suspect that there may be a mismatch between
current skills and those that will prevail in a future
market economy is quite different from knowing
what specific fields will expand and which will con-
tract. Knowledge of what the occupational and skill
distribution will be does not exist today. To claim oth-
erwise is to fall into the central planner’s fallacy: the
belief that armed with the “facts” an intelligent ana-
lyst can determine what markets will do. Yet it would
seem that such knowledge is necessary if we are to
compare Cuba today with what it will be in the fu-
ture. This task is not possible, even with much better
data than currently exists. We can, however, ask a re-
lated, but more modest question: does the distribu-
tion of occupations and skills in Cuba today resem-

ble those in more market-friendly Latin American
countries? More precisely, could we pick Cuba out
from a sample of Latin American economies on the
basis of broad occupational and schooling categories?
If Cuba is not an outlier on the basis of broad catego-
ries, it does not necessarily imply that its skill and oc-
cupational distribution is close to what it will be un-
der a market system, since it is possible that it is an
outlier if narrower categories are used. But if Cuba is
an outlier under such broad comparisons it would
suggest that the necessary adjustments may be con-
siderable, and that optimism for a future transition
due to Cuba’s high level of human capital should be
tempered.

The first section of this paper describes some of the
major changes in Cuba’s labor market in the 1990s.
The second section is the heart of the paper. There I
compare Cuba’s labor force with those of more mar-
ket-oriented Latin American economies. The basic
finding is that Cuba’s skill and occupational distribu-
tion tends to be an outlier, so that its transition to a
market economy may be more difficult than one
would expect from looking at overall levels of educa-
tion. I conclude with a few findings using more dis-
aggregated data that support the conclusion that Cu-
ba’s levels of education overstate its levels of human
capital, and I raise additional concerns about the
quality of its labor force and the problems that may
pose to a future transition.

THE CUBAN LABOR MARKET IN THE 1990s

By the 1980s, Soviet assistance to Cuba was enor-
mous, perhaps as much as one third of national out-
put.2 Between 1989 and 1992 this assistance came to
an abrupt end, sending Cuba into its worse economic
crisis since the Castro government came to power.
Despite initial resistance to making any structural
changes, toward the end of 1993 the government was
forced to implement limited reforms in order to avert
disaster. The events surrounding these reforms are

2. Madrid-Aris (1997) reports that Soviet subsidies during 1980-84 accounted for 33% of Gross Material Product, while Hernández-
Catá (2000) estimates that subsidized prices and credit averaged 15% of Gross Domestic Product during 1986-90 if converted at the of-
ficial exchange rate of 1 peso per US$.
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well document and will not be discussed here in any
detail.3

In late 1993 the Cuban government began imple-
menting a series of policies that would stabilize the
economy and result in modest recovery. The new
policies decriminalized the possession and use of hard
currency, and legalized transfers of dollars from
abroad as well as a limited form of self-employment.
State farms were converted into cooperatives, and
farmers’ markets, where many products could be sold
at free market prices, were legalized. Foreigners were
allowed to own property, and government employ-
ment was reduced. Over the period 1993-2000 real
GDP grew 29.3%, while in per capita terms growth
was almost 26%.

Despite the modest nature of the reforms of 1993-
94, the Cuban leadership became concerned about
the expansion of the private sector and in 1996 the
process of liberalization ended and was even some-
what reversed. Taxes and fees were sharply increased,
and fines were imposed. Economic recovery slowed.
Many of the new entrepreneurs were driven out of
business, or into the informal sector. By 2000 GDP
and GDP per capita were still 12% and 17% below

their respective 1989 levels.4 Since September 11, re-
covery appears to have slowed further.

After initial resistance following the collapse of the
Soviet, the Cuban government reduced state employ-
ment and allowed the appearance of a small, but sig-
nificant, private sector that could absorb some of the
displaced workers. Other displaced workers were em-
ployed in government joint ventures with foreign
firms, mostly in the tourism sector. These firms have
to hire their workers through a government employ-
ment agency. The salaries of such workers are paid in
dollars to the government agency, which then pays
the workers in pesos at an exchange rate of one-to-
one. The market exchange rate has not fallen below
20 pesos per dollar since holding and using dollars
was legalized, so the effective tax rate has been 95%
or higher.5 Some reduction in state employment also
appears to have been achieved through early retire-
ment and probably an increase in the informal sector.

Table 1 shows the behavior of the labor force and of
government and private sector employment for the
period 1989-98. From 1989 to 1998 total govern-
ment employment fell by about 687,000 workers,
and the civilian government workforce by about

Table 1. Selected Cuban Labor Statistics (thousands)

1989 1994 1995 1996 1997 1998
Total Labor Force
% of working age population

4,728
76.1

4,496
67.5

4,526
67.8

4,515
67.9

4,606
69.2

4,646
70.0

Civilian Labor Force
% of working age population

4,039
65.0

4,141
62.2

3,948
59.1

3,970
59.7

4,028
60.5

4,061
61.2

Total Government Employment
% of labor force

4,127
87.3

3,524
78.4

3,409
75.3

3,401
75.3

3,453
75.0

3,440
74.0

Civilian Government Employment
% of civilian labor force

3,437
85.1

3,169
76.5

2,831
71.7

2,856
71.9

2,875
71.4

2,855
70.3

Mixed Enterprises
% of civilian labor force

-
0

82
2.0

72
1.8

85
2.1

109
2.7

131
3.2

Cooperatives
% of civilian labor force

65
1.6

324
7.8

349
8.8

348
8.8

339
8.4

329
8.1

Total Private
% of civilian labor force

164
4.1

264
6.4

326
8.3

312
7.9

357
8.9

418
10.3

Unemployed
% of civilian labor force

372
9.2

301
7.3

357
9.0

343
8.6

323
8.0

307
7.6

Source: From data in ECLAC (2000) and Anuario Estadístico de Cuba, 2002.

3. For a good summary of the events and policies of this period see Hernández-Catá (2000).

4. Again, according to Mesa-Lago (2001) GDP was 21% and GDP per capita 25% below their respective 1989 levels.

5. This does not take into consideration under-the-table payments or gratuities the workers may receive.



Cuba in Transition · ASCE 2003

118

583,000. The bulk of the decline followed the re-

forms of 1993-94.6 The state sector’s share of em-

ployment fell from about 95% to 79%. This decline

in government employment was accounted for most-

ly by increased employment in other sectors. Most

state farms were converted into cooperatives

(264,000), which though having some autonomy,

are far from being private enterprises. Employment

in mixed enterprises, the joint ventures between the

government and foreign firms mentioned above, in-

creased by 131,000 workers. ECLAC considers both

of these sectors part of the private sector, while the

government considers the bulk of the mixed enter-

prise employment part of the state sector.7 I believe it

is useful to keep them separate. The true private sec-

tor, made up for the most part by the self-employed

and by small farmers, increased by 254,000. The re-

maining decline in public sector employment was ac-

counted for by declines in the labor force (82,000).

Unemployment was actually lower in 1998 than in

1989 (a decline of 65,000).

The data in Table 1 does not adequately account for

informal activity, so the relative decline of the state

sector may be understated. During the period cov-

ered in Table 1, for example, the size of the working

age population rose (by 424,000) and university en-

rollments fell (by 140,000).8 Together with the de-

clining size of the labor force, these numbers suggest

an increase in the informal sector. Furthermore,

there is anecdotal evidence that at least some govern-

ment employees work at their official job only a frac-

tion of the day, devoting much of their time to infor-

mal market activity. Other observers claim, however,

that this effect is modest. While they agree that un-

deremployment is huge, they claim it is difficult for

government employees to turn free time into infor-
mal market activity. It is also frequently claimed that
the formal self-employed report only a fraction of
their income (the usual number is one half), so that
many in the formal sector may also be acting infor-
mally. Though it may not accurately measure the di-
vision of employment between the public and private
sectors, Table 1 probably does indicate general
trends.

Prior to 1993 wages played a very small role, if any,
in determining the occupational and skill distribu-
tions of the Cuban labor force than they would have
if the country had had a market economy. The rea-
son being that Cuba’s command economy did not
rely very much on prices to allocate jobs or schooling.
The government decided what jobs would have to be
filled, what fields of study would be offered, and so
forth. The end result was a wage structure with little
relationship to productivity, a characteristic of the
public sector to this day. Mesa-Lago (2000), for ex-
ample, reports ratios of highest to lowest wages of
only 4.9:1 and 4.5:1 in 1979 and 1987, respectively.
Table 2 shows monthly average product per worker
by sector and monthly salary of public employees. In
1989 the public sector made up almost the entire
economy. Even excluding financing, insurance, real
estate and business services, which I suspect includes
the rental value of owner-occupied housing (see data
appendix), the two variables are negatively correlated,
though not significantly different from zero.

While the wages of government employees appear to
understate productivity differences in government
enterprises, the difference in earnings between pri-
vate sector and government workers after 1993 al-
most certainly exaggerates the productivity differenc-
es between the two sectors. According to Mesa-Lago
(2002) the poorest private farmers tend to have in-
comes that are three or four times those of doctors or
university professors, while owner’s of paladares, the

6. The figures in Table 1 imply a very sharp decline in the non-civilian government workforce occurred in 1994, followed by a large in-
crease in 1995. I wonder if a reclassification of workers is partly responsible.

7. Political and social organizations are included in government employment.

8. The data are from ECLAC (2000). For women working age is defined as 17-54 and for men 17-59.
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small home restaurants, can make much more.9 Such
earnings disparities probably overstate the differences
between wages in the two sectors. As stated previous-
ly, many public employees do very little actual work,
and private economic activity, whether practiced for-
mally or informally, has substantial risks and costs
that require that a compensating differential be paid.
Even taking these considerations into account, the
earnings differences between the private and public
sector appear to be quite large. Such earnings differ-
entials could not be maintained in the absence of se-
vere restrictions on occupational choice. Most pro-
fessionals, for example, are not allowed to practice
their profession in the private sector. It is widely be-
lieved that such restrictions, coupled with the distor-
tions in wages between the two sectors, have contrib-
uted significantly to the sharp decline in university
enrollments that will be mentioned below.

COMPARISONS WITH OTHER COUNTRIES 
IN LATIN AMERICA

I begin the comparison of Cuba with other Latin
American countries by looking at the distribution of
employment by sector. Countries can differ consider-
ably in their distribution of employment by sector
due to their levels of economic development and
their comparative advantages. To mitigate this prob-
lem, the comparison below excludes the two sectors
most sensitive to the level of economic development
and to comparative advantage: (1) agriculture, forest-
ry, hunting and fishing, and (2) mining and quarry-
ing. Table 3 shows the distribution of employment
for selected countries and years among the remaining
sectors. Data availability, completeness and consis-
tency determined the choice of countries and years.
As can be seen, Cuba in 1997 had lower than average
employment in trade and in financial and other ser-
vices.10 The last column of Table 3 shows the sum of
the relative deviations (not including the “not speci-
fied” category) from the mean occupational distribu-
tion of the countries in the table, excluding Cuba’s
state sector. Let sij be country j’s share of employment
in sector i, and si be the sample average share in sector
i. The relative deviation for country j in sector i, is
defined as dij = ⎢sij - si ⎢/si. The sum of the dij‘s over all
sectors is the measure of total relative deviation that
appears in the last column of Table 3. As can be seen,
Cuba’s economy deviates the most from the sample
mean. Cuba’s state sector deviates even more than
the economy as a whole.

The results of Table 3 may be just a fluke. After all,
employment by sector could vary considerably even
among market economies. Table 4 shows similar re-
sults, however, for major occupational categories. As
can be seen, Cuba is heavy with professional and ad-
ministrative personnel, but relatively light on clerical
and service workers. Once again Cuba deviates the
most from the mean distribution of employment by

Table 2. Average Product and Salary, 1989 
(in pesos)

Sector

Monthly Average 
Product per 

Worker
Monthly 
Salary

Agriculture, Forestry, Hunting, 
and Fishing 243 187

Mining and Quarrying 368 206
Manufacturing 578 183
Electricity, Gas, and Water 1024 200
Construction 331 199
Wholesale/Retail Trade, 

Restaurants, and Hotels 861 164
Transport, Storage, and 

Communications 485 207
Community, Social, and 

Personal Services 387 194
Financing, Insurance, Real 

Estate, and Business 
Services 2031 203

Average 463 188

Source: Computed from data in ECLAC (2000)

9. These salaries correspond to March and April of 2002. Some of the magnitudes appear implausible and may reflect confusion be-
tween gross and net earnings Nevertheless, the differences are so huge that even with considerable error they still suggest incredible dis-
tortions. Similar numbers are found in Mesa-Lago (2000).

10. I chose 1997 for comparison because it was the year for which data for the other countries was most commonly availabe.



Cuba in Transition · ASCE 2003

120

sector using the same measure of total relative devia-
tion used in Table 3.

The countries selected for Table 4 are the ones that
had complete and consistent data. Table 5 shows em-
ployment distribution for a larger set of countries,
but only for three occupations for which complete
and comparable data were available. Again, Cuba de-
viates the most from the sample average.

Given that professional and technical personnel
make up such a large portion of Cuba’s workforce, it
is instructive to explore the distribution of fields of
study of post-secondary school students. This is done
in Table 6, which shows the distribution of enroll-
ments for various countries for selected years.11

Given the importance the Cuban government places
on the training of doctors, it is not surprising that
Cuba has by far the highest percentage of majors in
health care. Perhaps not as well known is that it also

Table 3. Employment Distribution by Sector (% employed, excluding (1) agriculture, 
forestry and fishing, and (2) mining and quarrying)

Countries
Manufac-

turing

Electricity, 
Gas, and 

Water
Construc- 

tion

Wholesale/ 
Retail Trade, 
Restaurants, 
and Hotels

Transport, 
Storage, 

and 
Communica 

tions

Financing, 
Insurance, 

Real Estate, 
and 

Business 
Services

Community, 
Social, and 
Personal 
Services

Not 
Specified

Deviation 
from 

Sample 
Average

Chile (1997) 19.1 0.7 10.8 21.6 8.9 8.3 30.6 0.0 1.80
Colombia (1997) 20.7 0.6 6.3 25.8 7.5 9.5 29.3 0.4 1.62
Cuba (1997) 21.5 1.9 8.7 16.0 6.9 2.4 42.5 0.0 2.53
Ecuador (1997) 16.7 0.4 6.5 30.6 6.2 4.9 34.6 0.1 1.30
El Salvador (1997) 21.9 1.0 9.1 29.1 6.3 2.0 30.6 0.0 1.17
Honduras (1997) 27.6 0.5 6.7 30.0 3.6 3.2 28.5 0.0 2.16
Paraguay (1996) 15.1 0.7 7.3 35.3 5.5 5.0 31.0 0.0 1.16
Uruguay (1995) 18.9 1.4 7.6 20.6 6.0 6.5 38.9 0.0 1.31
Venezuela (1995) 15.9 1.0 9.5 26.4 7.3 6.6 33.2 0.2 0.83
Average 20.2 1.0 8.1 25.0 6.3 5.0 34.2 0.1 1.54
Cuba, Public 

Sector (1997) 24.4 2.2 8.7 14.4 5.3 1.8 43.3 0.0 3.34

Source: Statistical Abstract of Latin America, Vol. 36 and ECLAC (2000)

Table 4. Employment Distribution by Major Occupational Category (% employed)

Countries

Professional, 
Technical and 

Related Workers
Administrative and 
Managerial Workers

Clerical and 
Related 
Workers

Service 
Workers Other Workers

Deviation
from

Sample
Average

Chile (1997) 9.0 3.5 14.4 13.0 60.1 1.06
Colombia (1997) 14.1 1.8 12.6 17.8 53.6 1.25
Cuba (1997) 21.4 7.8 4.6 15.4 50.8 2.32
Honduras (1997) 6.4 2.3 4.1 10.4 76.8 2.15
Panama (1997) 12.9 6.3 10.3 16.2 54.4 0.75
Paraguay (1994) 8.9 4.0 8.1 17.8 61.1 0.66
Uruguay (1995) 11.5 4.1 14.2 18.2 52.1 0.80
Venezuela (1995) 12.3 3.4 10.2 14.8 59.4 0.29
Average 12.1 4.1 9.8 15.5 58.5 1.16

Source: Statistical Abstract of Latin America, Vol. 36 and ECLAC (2000)

11. I followed the definitions of fields of study used by Chile. In some cases this required extrapolating from previous years. A country,
for example, may report a single figure for law and social science majors for the year in Table 6, but break down the number in a previ-
ous year. In such cases I assumed that the division between the two fields was the same in the two years.
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has the highest percentage of education students. To-
gether, health care and education accounted for over
60% of post-secondary students. At the other end,
Cuba had the lowest percentage of business students,
again not a surprising result. As with the occupation-
al distributions, Cuba’s distribution of majors devi-
ates the most from the average distribution of Latin
American countries in the sample. What’s more, Cu-
ba’s deviation is likely understated because the “other
or not specified” category was not used in the calcu-
lations. This was the fourth largest category for Cuba
(almost 8% of enrollment), and it consisted entirely
of physical fitness majors.

During the 1990s, post-secondary school (mostly
university) enrollments in Cuba fell dramatically.
They went from 242,434 in 1990 to only 102,598
by 1998. The decline in enrollments, together with a
distribution of majors heavily skewed toward educa-
tion, medicine and physical education, as shown Ta-
ble 6, means that in some fields Cuba will be produc-
ing few professionals. If we rank the countries in
Table 6 from lowest (1) to highest (16) in majors per
person, we find that Cuba’s average weighted average
rank, where the weights are the fraction of each ma-
jor in the entire sample of countries, is only 5.2. In
several fields only Haiti had fewer majors per person,
and the Haitian data is for 1989. In two fields that
many would consider important for a successful tran-

sition to a market economy, business and technolo-
gy, Cuba ranks second and third lowest, respectively.

Table 7 compares post-secondary enrollments in
Cuba with those of the most market-oriented econo-
my in Latin America, that of Chile. The data for the
two countries are not exactly comparable. Cuba’s in-
clude all post-secondary students, while Chile’s ex-
clude graduate students and post-graduates. Conse-
quently, Chile’s numbers are undercounted by about
two or three percent. Fields are not defined exactly
alike, though for the ones shown there are consider-
able similarities in the titles used.

Cuba’s big lead in education and medical students
declines throughout the 1990’s, so that by 1998 both
countries are close in terms of enrollments per 1,000
persons in these two fields. In technology and busi-
ness, however, Chile’s lead in 1990 grows dramati-
cally, so that by 1998 Chile has more than six times
as many students per capita than does Cuba in these
two fields. In total students Cuba’s slight lead in
1990 is completely reversed by 1998. In that year
Chile had almost three times as many undergraduates
per 1,000 persons as Cuba had post-secondary stu-
dents per 1,000 persons.

CONCLUSIONS
We saw in the previous section that Cuba’s employ-
ment distributions by very broad industry and occu-

Table 5. Employment Distribution by Major Occupational Category (% employed)

Countries
Professional, Technical 

and Related Workers
Administrative and
Managerial Workers

Clerical and Related 
Workers

Deviation from Sample 
Average

Bolivia (1996) 13.9 4.1 4.2 0.93
Chile (1997) 9.0 3.5 14.4 0.97
Colombia (1997) 14.1 1.8 12.6 1.28
Costa Rica (1997) 10.9 4.5 7.4 0.44
Cuba (1997) 21.4 7.8 4.6 2.67
Dominican Republic (1997) 4.7 1.4 4.5 1.61
El Salvador (1997) 8.9 2.1 4.6 1.01
Honduras (1997) 6.4 2.3 4.1 1.26
Mexico (1997) 13.4 2.1 5.8 0.88
Panama (1997) 12.9 6.3 10.3 1.26
Paraguay (1994) 8.9 4.0 8.1 0.39
Peru (1997) 9.2 0.8 5.9 1.20
Uruguay (1995) 11.5 4.1 14.2 0.96
Venezuela (1995) 12.3 3.4 10.2 0.35
Average 11.0 3.4 8.2 1.1
Sources: 

Source: Statistical Abstract of Latin America, Vol. 36 and ECLAC (2000)
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Table 6. Distribution of University Enrollments by Major (% enrolled)

Majors Deviation 
from 

Sample 
AverageCountry

Ed-
ucation

Human-
ities

Art and
Archi-
tecture Law

Social Science 
and Mass 

Communication

Commercial 
and Business 
Administration

Natural 
Sciences

Health 
Care

Tech-
nology

Agriculture, 
Forestry 

and Fishery
Argentina 

(1994) 1.6 8.3 7.0 16.2 5.9 20.1 9.4 13.7 13.0 3.4 4.6
Bolivia 

(1991) 0.7 2.0 3.1 12.4 9.2 17.7 7.6 19.8 18.6 2.5 3.3
Brazil 

(1994) 11.6 8.3 2.1 11.5 12.8 19.1 8.4 9.3 10.2 2.4 3.0
Chile 

(1996) 7.7 6.0 6.6 5.0 14.3 18.9 2.4 5.6 25.7 7.7 5.8
Costa Rica 

(1994)a 15.6 3.8 3.1 5.4 7.2 18.6 5.6 6.1 9.2 2.2 2.6
Cuba 

(1996) 34.2 1.7 1.4 2.0 2.6 4.0 2.6 26.3 12.7 4.9 7.8
Ecuador 

(1990) 24.8 0.6 2.9 8.2 14.8 17.5 3.6 11.5 12.5 2.7 3.7
El Salvador 

(1996) 0.2 10.9 4.4 7.1 9.8 23.6 14.9 12.5 14.7 1.7 5.1
Haiti

(1989) 3.4 14.1 0.0 14.9 2.4 30.3 6.3 12.4 11.8 4.4 6.5
Honduras 

(1994) 12.6 1.4 1.3 12.4 5.3 22.5 5.3 11.7 15.7 3.8 2.6
Mexico 

(1994) 11.7 1.0 5.2 9.9 9.0 24.4 7.3 7.9 20.8 1.4 3.0
Nicaragua 

(1995) 11.6 1.2 2.0 16.3 6.3 19.6 9.2 11.1 18.7 2.0 3.3
Panama 

(1994)a 12.1 7.6 5.8 5.1 12.0 29.0 5.1 4.2 17.7 1.1 4.3
Peru 

(1991)a 11.4 1.5 1.7 9.2 13.2 19.2 5.4 11.4 17.3 4.6 2.4
Uruguay 

(1996) 17.0 0.0 9.1 14.6 21.9 5.6 6.2 13.5 7.6 3.7 6.2
Venezuela 

(1988) 21.1 1.1 1.5 7.0 7.5 21.2 4.9 9.5 15.9 3.8 3.3
Average 12.3 4.3 3.6 9.8 9.6 19.5 6.5 11.7 15.1 3.3 4.2

Source: Computed from data in Statistical Abstract of Latin America, Vol. 36

a. Universities only.

Table 7. Enrollments per 1,000 Persons, Chile and Cuba

1990 1991 1992 1993 1994 1995 1996 1997 1998
Technology Chile 5.1 4.9 5.4 5.8 5.8 6.0 6.5 6.7 7.4

Cuba 3.5 3.3 3.1 2.6 2.0 1.6 1.4 1.3 1.2
Business Chile 4.2 3.8 4.3 4.8 4.8 4.8 4.7 4.4 4.5

Cuba 1.3 1.1 0.8 0.6 0.5 0.4 0.5 0.5 0.7
Education Chile 1.9 2.0 1.9 1.8 1.8 1.8 1.8 1.8 2.0

Cuba 10.5 9.2 7.2 5.3 4.4 3.8 3.5 3.2 3.2
Agricultural Sciences Chile 1.4 1.4 1.8 2.0 2.0 1.9 1.9 2.0 1.9

Cuba 1.0 0.9 0.8 0.8 0.7 0.6 0.5 0.4 0.4
Natural Sciences and Mathematics Chile 0.5 0.5 0.5 0.5 0.5 0.5 0.6 0.6 0.6

Cuba 0.6 0.5 0.5 0.5 0.5 0.5 0.4 0.4 0.4
Medicine Chile 1.1 1.1 1.1 1.1 1.2 1.2 1.4 1.5 1.6

Cuba 3.6 3.5 3.6 3.4 3.1 2.7 2.5 2.3 2.2
Total Chile 18.7 18.5 20.7 22.5 23.0 23.8 24.8 25.4 26.5

Cuba 22.8 20.9 18.3 15.2 12.9 11.1 10.1 9.5 9.2

Source: Computed from data in Statistical Abstract of Latin America, Vol. 36
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pational categories deviate more from the means of a
group of Latin American economies than any other
country in the sample. Because of the broad defini-
tions used here, it is to be expected that differences
between Cuba and the other countries are actually
greater. I do not know of the existence of more disag-
gregated data that could be used to explore this prop-
osition, but there is some evidence on the allocation
of professional talent that supports it.

As is well known, Cuba has one of highest, if not the
highest, number of doctors per capita in the world.
The general public may view having a large number
of doctors as a good thing, but that is only because
they ignore the opportunity costs of doctors. Not
only are doctors expensive to train, but the individu-
als that become doctors are usually capable of being
quite productive in other occupations. No doubt,
such ignorance of economics has been exploited by
the government, as it widely proclaims Cuba’s many
doctors as a great achievement of the revolution.

It can be argued that in a market economy there will
tend to be under investment in education in general
and in medical training in particular. This is why a
high number of doctors in a developing economy us
usually viewed as a good thing. It shows that such a
country is successfully countering this tendency to-
ward under investment. Beyond a certain point,
however, the social return to an additional doctor is
lower than the social cost. With a level of doctors per
capita that is several times that of richer countries in
the region with comparable or better levels of life ex-
pectancy, Cuba almost certainly has gone well be-
yond the point of optimality (ECLAC, 2000).12

Rather than an indication of success, the high num-
ber of doctors is a sign of pathology. Regardless of ef-
ficiency, Cuba’s high number of doctors will likely
not be sustainable in a more market-oriented econo-
my.

Another example of Cuba’s peculiar allocation of
professional and technical talent is found in the
number of scientist, engineers, technicians and auxil-

iary personnel devoted to research and development.
In 1995 Cuba had 44,119 such persons engaged in
non-military research and development (Statistical
Abstract of Latin America, 2001). This may well be
the highest level in Latin America, though we cannot
be certain because the data differ somewhat across
countries. It is certainly the case, however, that Cuba
has by far the highest number of research personnel
per 1,000 inhabitants. When one considers the very
low productivity of the Cuban economy, it appears
likely that once again the Cuban government is pur-
suing an agenda with respect to its occupational as-
signments that has little to do with economic effi-
ciency.

In the previous section we saw that Cuba’s distribu-
tion of post-secondary fields of study also deviated
the most from the average for a sample of Latin
American countries. Cuba had unusually high con-
centration of students studying medicine, which is
consistent with its extremely high number of doctors
per capita. The most common major has been educa-
tion, and not surprisingly, Cuba has a very high
number of elementary and secondary schoolteachers.
ECLAC (2000) reports that in 1996 Cuba had the
lowest and second lowest number of students per ele-
mentary and secondary schoolteacher, respectively,
in all of Latin America and the Caribbean. Medicine
and education, along with physical fitness, have ac-
counted for much of post-secondary education in
Cuba. While the fraction of students in these fields
has declined slightly, it remains high. In 1990 69%
of post-secondary students were in one of these three
fields. By 1998 it had only declined to 65%. The ab-
solute number of students in these fields fell sharply,
of course, because post-secondary enrollments fell by
more than 50% over this period.

The high number of professionals in these three
fields poses some significant problems for a future
transition to a market economy. First, the numbers
of persons in these fields are almost certainly unsus-
tainable in a more market-oriented system. Second,

12. Cuba has more than twice the number of doctors per capita than the United States has, and more than four times as many as Bar-
bados, Chile and Costa Rica, all of which have equal or higher life expectancies.



Cuba in Transition · ASCE 2003

124

the training in these fields is probably not easily ap-
plied to other occupations. Together, these two con-
ditions suggest that professionals in these fields may
become a serious obstacle to future market-friendly
reforms. This is especially true of the field of educa-
tion. The profession is one of the most ideologically
sensitive in Cuba, in which Marxist ideology is an
important part of the educational content. This
“knowledge” is not very useful in teaching outside a
Marxist society, it is useless in any other profession in
a market economy, and it is likely to be a hindrance
in a future democratic Cuba. Many teachers pro-
duced by the current regime, therefore, are of suspect
quality and have training which may not be very de-
sirable in a future Cuba even in the field for which
they were trained. Doctors, on the other hand, may
find that being able to practice in a the private sector,
even in one with enormous excess supply, is still bet-
ter than working for the public sector under current
conditions. Unlike teachers, Cuban doctors are likely
to have skills that are valuable in other countries. I
expect many Cuban doctors to emigrate if the oppor-
tunity presents itself.

The high number of professionals in medicine, edu-
cation and physical education, along with sharply de-
clining post-secondary school enrollments, implies
that professionals in other fields are few in number
and falling or not growing very rapidly. This is espe-
cially important in business and technology, where a
comparison with the most market oriented economy
in Latin America, Chile, highlighted Cuba’s lack of
students in these areas. Business education is a partic-
ular concern, not only because of the low number of
students and the low number of trained personnel,
but also because one cannot but be skeptical of the
quality of business education they are receiving. Op-
portunities for on the job training are probably also
very limited. Anecdotal evidence confirms the scarci-
ty of persons trained in business administration, es-
pecially in marketing, finance, management, and to a
lesser degree accounting, where recent efforts are be-
ing made to increase the number of accountants. Not
surprisingly Cuba’s distribution of employment by

industry (excluding agriculture and mining) shows it
to have below normal percentage of workers in trade
and finance (Table 3). At the same time Cuba has an
unusually high percentage of administrative person-
nel, something not unusual for bureaucratic systems.
The number of administrators and managers will al-
most certainly fall in a transition to a market econo-
my. More problematic is that their managerial and
administrative skills, like those of many teachers,
may not transfer well to the private sector. From the
ranks of public managers and administrators may
well come some of the strongest opposition to future
reform.13 What is more, they will be in positions to
sabotage the reform process from within.

Besides the question of the disparity between the cur-
rent skill distribution in Cuba and the distribution
that would prevail in a market economy, there is the
question of the quality of the existing skills. In some
professions ideological purity is the paramount con-
sideration. The classic example is probably teaching.
When a characteristic other than ability is used in the
selection process, ability suffers. In some fields, such
as business, the educational expertise may be lacking,
and the opportunities for practicing severely limited.
Depreciation of skills for lack of use may be a serious
problem, even in professions where the initial skills
acquired were fine. This is happening not only to
those professionals who have abandoned their fields
to work in the private sector, but also to many in the
public sector. Extensive underemployment has led
many professionals to do the work of mid-level
technicians—electrical engineers doing the work of
electricians is an example—which also leads to a de-
preciation of human capital. A related problem arises
because in some fields Cuban industry is quite primi-
tive and there are insufficient opportunities to apply
and develop new knowledge. A good example of this
problem is agriculture, which because of a lack of in-
puts, especially fuel, has been reverting to a pre-in-
dustrial state. According to knowledgeable observers,
two industries where Cuban workers are well trained
by international standards are mining and tourism.

13. See Locay and Ural (1995).
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These are two industries subject to international
competition and under foreign management.

Some economists outside of Cuba also worry to what
extent fundamental skills and values useful in a mar-
ket economy may have been eroded. Many of the
features that have characterized the Cuban economy
under the Castro regime—the lack of connection be-
tween performance and pay, the evasion of responsi-
bility, the lack of incentives for risk taking, the view
of the law as something to be gotten around—have
led to patterns of behavior that would be highly dys-
functional in a market economy. The question that

cannot be answered at this time is to what extent

these harmful attitudes that have developed over the

past forty years will linger once a transition to a mar-

ket system begins in earnest.

One of the supposed bright spots in Cuba’s future

prospects, its well-educated labor force, does not

seem so bright on closer inspection. This should

come as no surprise, for why should we expect a sys-

tem that has failed miserably in terms of efficiency in

every other aspect of the economy to have done a

good job in educating and allocating its workforce?
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