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Abstract


Through a review of the existing legislation that regulates self-employment in the private food service sector of Havana’s economy, supplemented by a series of 22 in-depth interviews with a selection of owners-operators of Havana’s private restaurants (paladares) themselves, this study asks the following questions: Do private restaurateurs believe that they are beginning to lay the groundwork for the establishment of a small private business sector?  How do self-employed workers currently respond to the existing legal and fiscal framework for micro-enterprise?  How do licensed self-employed paladar operations enterprises differ from clandestine operations?  The paper argues that the current legal framework discourages the growth of licensed restaurants, drives many out of business or underground, provokes tax evasion, and encourages operators to develop deeper links with the informal sector.  A few large-scale operations tend to thrive, while the majority of micro-enterprises are condemned to informality.  Permitting the hiring of employees and expanded menu offerings, allowing for the deduction of actual expenses, and ending the fixed monthly tax would have the positive effect of increasing competition, productivity, tax revenue, and employment, while simultaneously reducing prices, exaggerated incomes, tax evasion, and clandestine activity.  

Today, the political, military, and ideological problem of this country is looking for food.  […]  We must be clear about one thing: if there is food for the people, the risks do not matter (Raúl Castro 1997: 466).  

Introduction

As we went through the makeshift front door of Central Havana’s “Paladar Las Doce Sillas” (The Twelve Chairs Restaurant),
 this irreverently named if hard to find private “paladar” restaurant in Centro Habana, Orestes, the owner, expressed his pleasant surprise at receiving another customer for lunch at the late hour of 3:00 p.m.  He also seemed astonished at the resourcefulness of Gregorio, my jinetero (hustler) companion who had brought in a group of four Spaniards not ten minutes earlier.  Orestes would now have to fork out another $5 commission on top of the $20 he already owed Gregorio for services rendered.  Confirming my suspicions, I spied Orestes deliberately count out a $25 commission to Gregorio, who, clearly content with himself after his few hours of work, folded the cash into his shirt pocket and walked out into the afternoon heat.  

Playing the fool, I inquired of Magalis, the waitress, how it was that I did not see lobster on my menu, yet noticed a large red shell lying empty on a plate nearby.  She lowered her head and whispered, “Pero chico, ya sabes que ese no se puede poner en el menú!” (You know we can’t put that on the menu).  She then turned toward a small, improvised service door that connected to the kitchen and asked in a confident voice, “Oye, no hay más ‘L’ por allí?” (Hey, is there any more ‘L’ back there).  She returned to me with a hot plate of ‘Langosta enchilada’ and continued, “Si nos cogen con langosta, pueden decomisar todos los materials, cerrar la paladar y ponernos una acusación de ‘venta ilicita’.  Esto va a un juicio y si es muy severo el dueño puede ir a la carcel durnate 3 a 5 años” (If they catch us with lobster, they can confiscate all the materials, close the paladar, and charge us with ‘illicit sales’.  This goes to trial and if it is very severe, the owner can go to prison for between 3 and 5 years).  

As I happily dug into my ‘L’, I noted that there were four tables on my side of the paladar with exactly twelve chairs divided among them.  When I inquired about the name of the restaurant as I finished my meal, the waitress joked that while there was a well-known Cuban film with the same name, it was really the owner’s indirect way of poking fun at the government’s ridiculous restriction against having more than 12 chairs in any private restaurant.  She then proudly led me back through the kitchen and showed me a hidden room were excess customers dined when business was booming.  


Before leaving, I spoke briefly with Orestes, who claimed, “A través de esta experencia, me di cuenta que soy un empresario de nacimiento.  El único problema es que nací en el país equivocado!” (Through this experience, I realized that I was born an entrepreneur.  The only problem is that I was born in the wrong country).  As a “born entrepreneur”, Orestes claimed that he liked the challenge that the possibility of creating his own business presented.  He explained that he has so far successfully avoided any hefty fines since he knows which laws are best complied with and which ones can bediscretely ignored.  “I see you met the waitress, my ‘cousin’ Magalis?” he joked.  “Everyone knows we’re not related.  But the law against non-family employees forces us to invent.  On the other hand, we don’t normally take the risk of serving lobster,” he insisted.  “The truth is that’s practically the only rule we do strictly follow.”  


Finally, he responded to my inquiry over the future of these private eateries by joking, “I wouldn’t buy stock in any paladar.  It’s all part of the game and you have to know how to play it.  The government can benefit from the positive image that the token existence of private enterprises creates, but I’m convinced that it will remain little more than that, an image.”  


Taking this brief anecdote as a point of departure, the following paper draws four lessons from the world of Cuba’s private, speak-easy eateries – the island’s infamous paladares.  First, the policy of “legalization” of the island’s private food service sector inaugurated in the summer of 1995 has been accompanied overtime by such a thick web of legal restrictions that, by design or default, the original aim of expansion has been lost.  Restrictions on private restaurants are so great and their taxes so high that they often overshadow the benefits of legal status itself, prohibiting the full development of these legal micro-enterprises and forcing them to utilize informal strategies or into outright clandestine existence, to make a living.  Such contradictory policies toward self-employed restaurateurs reveal a deep paternalism within the revolutionary leadership.  


Second, every legal restriction put in place to control and limit the growth of these private enterprises has given rise to a corresponding (and often illegal) survival strategy.  For example, restrictions against intermediaries and advertising have provoked the development of an extensive underground network of jineteros.  Likewise, menu and size restrictions have led to the proliferation of hidden rooms and forbidden foods.  Finally, the prohibition against contracting any salaried employees outside of cohabitants and family members has provoked the ubiquitous practice of employing “distant cousins” and arranging fictional residences.  


Third, while often described as “islands of capitalism in a sea of socialism” (Pérez-López 1994; Jatar-Hausmann 1999), in practice these restaurants are anything but isolated from the rest of the Cuban economy.  Understandings of the economic changes introduced in Cuba over the last decade tend to give an overly dualistic image of an economy split into two isolated halves: a vibrant dollar economy and a moribund peso economy.  Since the imposition of many internal economic reforms announced in July 1993, the very real divisions in the Cuban economy have become much more complex, fluctuating, and permeable than is often assumed by outside analysts.  Deep and functional linkages exist between these well-known manifestations of Cuba’s private economy, connecting them in various direct and indirect ways to the peso and dollar economies, the formal and informal economies, and the first, official (socialist) economy and the “second economy” (of which they are a part).  


A fourth and final lesson that can be taken from the above anecdote is the sense that these enterprises face an unsure future.  While most of the still surviving paladar operators doubt that they will be closed down outright by the state (especially if they have learned “how to play the game,” as Orestes would say), few believe that they will ever be able to grow beyond their current small size into true small- and medium-sized businesses.  The aura of illegitimacy that accompanies any independent economic activity and the government’s antagonistic attitude toward self-employment effectively condemn these private restaurateurs to an informal, provisional existence.  


Through a review of the existing legislation that regulates self-employment in the private family restaurant (or paladar) sector of Havana’s economy (Figures 1 & 2), supplemented by a series of 22 in-depth interviews with a selection of paladar operators themselves, this paper seeks to understand the present role and future prospects for Cuba’s self-employed renters by asking the following questions: First, do operators see themselves as beginning to lay the groundwork for the eventual establishment of a small private business sector?  Second, how do these private restaurateurs currently respond to the existing regulations for micro-enterprise?  Third, how do licensed paladares differ socio-economically from clandestine operations?  


The paper argues that, (1) current restrictions on private restaurants make impossible job creation or income generation significant enough to facilitate the emergence of small private business sector.  (2) The regressive tax regime and strict government regulations discourage the growth of licensed paladares, drive many entrepreneurs out of business or underground, provoke tax evasion, and encourage operators to develop deeper links with the informal sector.  The few large-scale operations which benefit from economies of scale and special arrangements with government officials tend to thrive, while the majority of self-employed operations are condemned to informal, clandestine operation.  However, 3) Havana’s restaurateurs will continue to respond to government restrictions by either hedging on their licenses or informalizing their private operations, not ceasing to practice them.  


The paper is organized into three sections.  I begin by describing the origins and development of Cuba’s paladares, passing as they have thus far through nearly two cycles of birth, death, and resurrection.  In order to fully appreciate the development of these private restaurants in the context of what has been called the “post-socialist” Cuban economy of the 1990s (De la Campa 2000), it will be necessary to make frequent reference to the changing legal-fiscal framework in which these micro-enterprises have arisen and continue to survive.  Next, I offer a brief description of the complex interchange between the established legal framework and the multiple survival strategies developed by these fledging restaurateurs guaranteeing survival.  True to the laws a physics and economics, it seems that for every restriction put in place by the state to control, discipline, and limit the growth and profitability of these enterprises, their resourceful operators have reacted with a host of specific, inventive responses ensuring survival.  In the third section, I describe a number of the key links that connect these enterprises to other parts of the Cuban economy.  The paper concludes with a brief analysis of the findings and recommends how the legal framework could be reformed to promote the growth of the self-employed sector, better integrating it into an overall economic development strategy.  

Origins and history of the paladar

Birth and premature death (1993-1995)

Perhaps because it is one of the most visible manifestations of private enterprise and pro-market reform to foreign visitors in Cuba, much attention has been given to the emergence of the so-called Cuban paladar.
  Literally meaning “palate” in both Spanish and Portuguese, the name’s curious and comical origin hints at Cubans’ initial high-hopes for the potential of these private, home-grown eateries during the worst stage of the special period.  The name paladar comes from the Brazilian soap opera, Vale Todo (Anything Goes), which was popular in Cuba in the early 1990s.  Raquel, the enterprising protagonist of the telenovela, is a poor woman who moves from the Brazilian interior to Rio de Janeiro, where she works as an itinerant vendor of snacks on Rio’s famous Copacabana beach.  Raquel eventually makes it big after setting up her own chain of small restaurants, which she christens Paladar (Baker 2000: 153).  Journalist Howard LaFranchi captures the implications for Cuba of the spark ignited by this example of entrepreneurial success: 

Night after night the show recounted how a poor Brazilian woman traded her rags for riches as she astutely turned a modest street foodstand into a chain of restaurants named Paladar.  Not immaterial was the fact that “Raquel,” the Brazilian success story, told her tale just as Cuba was experiencing a steep economic decline and widespread food shortages.  Paladar left Cuban mouths watering.  (La Franchi 1996)

Another ironic implication of this peculiar origin of the paladar is the fact that current restrictions on internal migration and prohibitions against engaging in more than a single self-employed operation make a duplication of such success impossible in today’s Cuba.  


At the time when Vale Todo was making Cuban mouths water, the size of the legal self-employed sector was negligible and private restaurants were forbidden by law.  However, these speak-easy eateries began to pop up throughout the island in the early 1990s in response to the growing scarcity of food.  Because these informal food service networks were providing an essential service to the Cuban population, they were largely tolerated.  Their eventual legalization was an administrative response to a multitude of homegrown economic survival strategies (most of which were formally illegal) developed by the Cuban people.  

Essentially, the Cuban government was forced to legalize large sectors of the expanding informal economy because it had no way of preventing their growth and realized that underground activities were picking up the increasing slack left behind by the drastic contraction in state provisions, allowing Cubans (and ironically the socialist system itself) to survive.  In September 1993 the government issued a list of 117 self-employment activities.  Included among the occupations were four food service activities, including what became known as the infamous “et cetera” – “producer of light snacks (refreshments, sweets, fritters, et cetera)” (“Sobre el ejercicio del trabajo por cuenta propia,” 1993: 4-5; Alonso 1993; CEPAL 1997).  


In the months following the September announcement, scores of Cubans who were already active in the food service sector took out licenses to begin doing legally what they had up to then been doing clandestinely.  However, in early December the government reversed its decision, since many Cubans who had obtained licenses were, in fact, running full-fledged restaurants under the broadest possible interpretation of “et cetera.”  Debates in the late-December 1993 National Assembly meetings over the offending “et cetera” declared it a mistake due to the paladares’ encouragement of competition, dependence on pilfered supplies, and unlawful contracting of employees (Whitefield 1994a).  At the same time, legislators noted that the suspension of the law had largely been ignored by many of the operators necessitating stepped-up enforcement and inspections (Ricardo Luis 1993).  

The refusal of many of Cuba’s fledging restaurateurs to close up shop led to the first of many crackdowns against purported “illegalities, indiscipline, and abuses” in the self-employed sector in January and February 1994 (Scarpaci 1995; Segre, Coyula, and Scarpaci 1997; Whitefield 1994a, 1994b).  Police raided and closed down over 100 paladares in Havana, charging their owners with illicit enrichment despite the fact many did possess the aforementioned “producer of light foods” licenses (Segre et al 1997: 233).  Having learned the important lesson of discretion (continue to operate but avoid growing too large or flaunting your profits), many operators were in fact back in business soon thereafter, finding various ways to stay in business such as serving only take-out meals to a select clientele or having customers place orders over the phone.  In fact, despite the crackdown, the number of paladares was estimated to be as high as 4,000 nationwide in early 1994, with between 1,000 and 2,000 of these located in Havana alone (Whitefield 1994a; Farah 1994; Segre et al 1997; Pérez-López 2000).  

Resurrection and regulation (1995-1996)

The second stage in the life-cycle of the Cuban paladar began with the approval on June 8, 1995 of Joint Resolution #4 from the Ministries of Finances and Prices (MFP) and Labor and Social Security (MTSS) (“Ampliación de actividades: Paladares” 1997).  This new law specifically addressed the previously suspended self-employment category of “producer of light snacks (et cetera)”
 and laid out three specific types of food service operations that would henceforth be allowed.  The first category, officially labeled, “Elaborador-vendedor de alimentos y bebidas no alcoholicas al detalle,” was intended for those who wanted to sell foods on the street, either as roving vendors or from a fixed point in front of their homes and required a monthly tax of 100 pesos.  The second category, labeled, “Elaborador-vendedor de alimentos y bebidas no alcoholicas a domicilio,” was aimed at caterers and required a 200 peso CFM ($100 if business was done in dollars).  Finally, true home-based paladares were given the legal moniker, “Elaborador-vendedor de alimentos y bebidas mediante servicios gastronómicos.”  Monthly taxes for full-service peso-charging paladares were initially set at 500 pesos, while operations that charged customers in dollars were required to pay a tax of $400 per month (Table 1) (“Ampliación…” 1997: 485-487).  


While no other self-employed activity is permitted to hire salaried employees, the state recognized that paladares had always operated with the help of a service and kitchen staff.  Therefore, the law established a peculiar regulation prohibiting “salaried employees” on the one hand, while mandating that at least two “family helpers” be employed, on the other.  Thus was born the fiction that paladares are family businesses.  

______________________________________________________________________________

Table 1: Fixed Monthly Quota Taxes for Food Service (1995-2001)

	
	Fixed Monthly

Minimum Quota

(Cuban Pesos)
	Fixed Monthly

Minimum Quota

(US Dollars)

	
	Pre 02/96
	Post 02/96
	Pre 02/96
	Post 02/96

	a) Producer-vendor of foods and non-alcoholic drinks on the street “al detalle”
	$ 100.00
	$ 200.00
	_____
	_____

	b) Producer-vendor of foods and non-alcoholic drinks thru catering “a domicilio”
	$ 200.00
	$ 200.00
	$ 100.00
	$ 200.00

	c) Producer-vendor of foods and drinks thru gastronomic services “paladares”
	$ 400.00
	$ 800.00
	$ 300.00
	$ 400.00

	d) Activity “c” with the additional right to sell alcoholic drinks
	$ 100.00
	$ 200.00
	$ 100.00
	$ 200.00

	e) Additional payment for minimum of two “family helpers” (20% each)
	$ 400.00
	$ 240.00

	Paladar total:
	$ 1,400.00
	$ 840.00


At this stage the state placed severe limitations on the size and scope of the paladares in order to limit competition.  The most well-known restriction is the seating limit of just “doce sillas” (12 chairs).  The law also indicated that each household was restricted to a single self-employment license.  Operators were restricted to the expensive, retail food supplies sold in state-run dollar stores and private farmer’s markets.  No foods or ingredients from the state-subsidized bodegas could be resold in paladares.  Because dollar stores were not prepared to provide customers with receipts, many entrepreneurs understood the requirement that they purchase supplies in dollar stores as the legal loophole that could be used to close them down at a future date (Segre et al 1997).  Along with the other legalized food service activities, paladares would be subject to unannounced visits from a number of different inspector corps (Ritter 2000).  Specific prohibitions were made against the sale of seafood and horsemeat, and though later banned altogether, beef, milk, and milk derivatives would only be allowed if obtained in dollar stores (Dormoser and Estay 1997: 485-487).

Just a month after paladares were legalized, new regulations were issued for the exercise of self-employment activities in the 15 municipalities of the “City of Havana” province.  With 63,969 legal license holders at the time (August 1995), Havana was home to by far the most profitable and largest number of self-employed operations.  Accord #84 (1997), as the new law was known, established detailed regulations over the use of Havana’s public spaces, specifying the locations where self-employment would be prohibited.  Essentially, the law made it illegal to engage in self-employment activity on any of Havana’s major streets and thoroughfares (including the Malecón, 23rd, Salvador Allende, San Rafael, Neptuno, San Lázaro, Boyeros, “L.” Línea, “G,” Paseo, and 5th Avenue in Miramar), near any major government institution (schools, hospitals, cemeteries, military zones, embassies, etc.), and in the vicinity of any tourism-related building or enterprise (hotels, airports, museums, etc.) (Dormoser and Estay 1997: 490-495).  

______________________________________________________________________________
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The law itself, as well as subsequent official press reports explaining it, claimed that its intent was to achieve a “greater discipline and efficacy” of self-employment in the capital, to avoid the “excessive proliferation of vendors”, and to “neutralize and combat any and all actions against the positive development of the self-employed individual, avoiding the impunity of those who violate existing legislation” (Martínez 1995b: 2).  However, such a detailed and complete list of prohibited areas in which to carry out one’s work, heaped on top of the host of earlier proscriptions, must have seemed like a slap in the face to many private entrepreneurs.  Small-scale entrepreneurs who were investing huge sums and amounts of time in the development of their businesses under already desperate economic conditions surely interpreted the Accord as another signal that the government was not intending to play by the rules.  Such a conclusion, in turn, naturally led a good portion of them to doubt the government’s fairness and good faith, provoking further “violations of existing legislation” in order to stay in business.  

_______________________________________________________________________
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Sources: Clark 1993; DPPFA 1997; Fernández Peláez 2000; “Self-Employed Traders Regulated,” 1995; Silvia Martiínez 1995a; Mayoral 1996; Lee 2000b; Avendaño 1996; Magda Martínez 1996.

_______________________________________________________________________


Statistics shared with the public at the time indicate that, after just one month in effect food service operations were already among the most common self-employed activities.  For example, Granma reported that in “City of Havana” province, the five most common licenses were street vending and porch-front cafeterias, messenger, artisan, hair stylist, and private taxis drivers.  Furthermore, thus far Havana authorities had granted 278 paladar licenses out of 984 applications (Martínez 1995b: 2).  However, perhaps signaling the beginning of a popular rejection of the new regulations, the overall number of registered self-employed workers dropped down to 58,000 by the end of 1995 (Figures 3 and 4), from a peak of almost 64,000 in August.  The number of registered self-employed workers in Havana would never again reach past the 60,000 mark, and by April 1997 had fallen to just 35,171 (Avendaño 1996: 1; DPPFA 1997).

Increased regulation and decline (1996-2001)

Unfortunately for the operators of Cuba’s paladares, the next few years of their existence as legal, licensed micro-enterprises coincided with a major shift in the government’s policy toward self-employment.  Whereas the period before December 1995 saw a gradual expansion of the number of allowed occupations from 117 to nearly 160, along with a concomitant rise in the total number of licensed operators (peaking at 208,786 in December 1995), few new occupations were legalized after that date and the issuance of new licenses for many occupations was discontinued indefinitely thereafter.  The best gauge of the policy change is the drop in the numbers of registered self-employed workers (Figure 5), and the near elimination of the paladar.  
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Legal and fiscal changes during these years included, (1) the announcement in February 1996 of an increase in the monthly tax rates for many occupations, including the doubling of peso paladar rates to 1,000 pesos and raising dollar operations to $600 (table 1), (2) an end to the granting of any new paladar licenses in Havana in April 1996, (3) a nationwide re-inscription of all self-employed workers begun in June 1996, and (4) a new comprehensive law aimed at strengthening the sanctions against the violators of self-employment regulations (Decree-Law #174, June 30, 1997).  Though the February 1996 tax increase affected 144 of the 162 legal self-employed occupations, the increase hit paladares hardest.  Peso-charging paladares that offered alcohol saw their monthly tax double, reaching 1,000 pesos.  Though the change was less drastic for dollar operations, these paladares also saw their tax jump from $400 to $600 per month (see Table 1) (Avendaño 1996; Ritter 1998, 2000; Segre et al 1997).  


Issued on April 18, 1996, Joint Resolution #1 of the Ministries of Labor and Social Security (MTSS) and Finances and Prices (MFP), mandated a nationwide re-registration of all self-employed workers, adding a host of new fiscal and operational regulations for self-employed workers.  First, porch-front cafeterias (“al detalle en puntos fijos de venta”) were legally separated from roving street vendors (“al detalle”), the former being issued the detailed stipulation: “These puntos fijos (cafeterias) cannot be equipped with tables, chairs, benches, or the like; and should be performed through direct dispensation of products without any mediating type of gastronomic service” (“Sobre el ejercicio…” 1996: 4; Rodríguez Cruz 1996a: 5).  Therefore, it bears pointing out that not only are paladares prohibited from having more than 12 chairs, but these lesser food stalls are forbidden from having any chairs or tables, or engaging in any kind of customer service beyond direct sales.  


Second, new regulations for full-fledged paladares included a prohibition against having televisions, live music, or even a bar area where customers could have a drink while they wait for one of the 12 chairs to become vacant.  The law reads, “When alcoholic beverages are offered, they cannot be consumed in an isolated space specifically built for that purpose” (no podrán ser consumidos aisladamente en instalaciones especificamente habilitadas al efecto) (“Sobre el ejercicio…” 1996: 4; Rodríguez Cruz 1996a: 5).  The wording here is important since the law does not prohibit bars per se.  As a result, nearly all paladares visited by the author do have a bar and operators are simply careful about openly serving drinks to waiting customers there.  

Third, the 1996 “Regulation” stipulates that all “family helpers” in the private food service sector will henceforth have to take out their own self-employment license and pay a monthly personal income tax equal to 20% of the tax paid by the paladar itself.  In practice, this tax is usually paid by paladar operators themselves, thus increasing their monthly tax from 1,000 to 1,400 CuP in the case of peso operations, and from $600 to $840 for dollar operations )see table 1).
  Finally, the Resolution prohibits all advertising by paladares apart from the hanging of a sign outside their home, for which they are required to pay another tax equal to 20% of their base CFM (Whitefield 1996a and b; Mayoral 1996: 2; Lee 1996a: 2).

Added to these fiscal and legal changes was an concerted government effort starting in May of 1996 to improve the state food service sector and compete directly against these private paladares and cafeterias.  Scores of new state-run cafeterias were opened in Havana and reports indicate that as many as 600 new state food vendors were put on the street offering light snacks in direct competition with the private cafeterias (Whitefield 1996a, Ferreira 2000).  Cuba’s Budget Minister Elio Amat explained that the state had plans to set up a chain of luxury peso restaurants intended to give the popular paladares a run for their money.  “Not for a second have we considered falling behind the paladares,” Amat was quoted as saying at the time (Whitefield 1996a).  As a result of changes in the tax structure and increased competition, many paladar operators attempted to shift into operating exclusively in pesos to avoid the increased tax (Whitefield 1996b).  However, due to their inability to survive without relying on the dollar/tourism market, most operations observed by the author have been forced back to operating in dollars and paying the higher dollar tax rates over the next few years.  


In response, many entrepreneurs began to complain bitterly in letters sent to Granma’s column “For the Taxpayer” (Para el Contribuyente),
 also airing their views to foreign journalists.  For example, the Miami Herald journalist Mimi Whitefield was confronted by a waiter with the dilemma of the “so-called cousin” employees.  “Why must we continue with the ridiculous myth of the family business?” asked the exasperated worker.  “These rules have turned us into liars and hypocrites” (Whitefield 1996a).  Ironically, the many social guarantees of the revolution have created a sense of entitlement among Cubans who were used to getting from, not giving to the government.  Government officials were also faced with a dilemma new to Cuba but already quite common in many of the formerly socialist countries of Eastern Europe: “How to collect taxes from a population that has made an art form of getting around rules and regulations and learned the ABCs of capitalism in Cuba’s black market” (Whitefield 1996b).


While Cuban entrepreneurs are forced, almost without exception, into becoming “liars and hypocrites” out of frustration with unworkable restrictions, the state seems content with maintaining the simplistic fiction that splits the self-employed into “honest and honorable” workers on one side and “abusive speculators and delinquents” on the other.  For the government, it is not the taxes and regulations that are abusive and provoke lawbreaking, but a handful of abusive and unscrupulous “macetas” (black market hucksters) who encircle and live off of otherwise hardworking, law-abiding workers.  This dualistic image is propagated by the official press in an attempt to transfer blame for high levels of delinquency from impractical laws to “bad elements” within the private sector itself.  Indeed, knowing that no registered operator wants to be grouped together with these “bad elements,” articles in the official media often remind readers of their revolutionary duty to denounce the economic crimes of their neighbors to the proper authorities (Lee 1996c: 4).  


The final major law passed to regulate the self-employed sector came in the summer 1997.  The major focus of Decree-Law #174, “On the Personal Violations of Self-employment Regulations,” was to outline the specific sanctions to be applied against self-employed workers who were found to be in violation of the law.  Though quite detailed, these sanctions can take three different forms.  For minor infractions, those charged would be required to pay fines ranging from 500 to 1,500 pesos based largely on the discretion of the inspector (fines are levied in dollars if the business operates in that currency).  For more severe violations, in addition to the above fine one’s business license would be revoked for a period of two years.
  Finally, for the most severe contraventions, on top of having to pay a fine, one loses one’s license permanently and has all business-related equipment seized (tables, chairs, refrigerators, etc.).  Contraventions specifically mentioned in the law include, selling products in dollars without declaring it, selling alcohol without a license to do so, employing family helpers who do not have self-employment licenses, using intermediaries, and forming business associations without being expressly authorized to do so by law.  Finally, fines must be paid even if under appeal and will double if not paid within 30 days.  After 60 days the state can begin confiscating one’s belongings, including the salary, pension, and bank accounts of the accused (Decree-Law #174, 1997).  

_______________________________________________________________________

Table 2: Licensed Paladares – Havana and Nationwide (1995-2001)

	YEAR
	“City of Havana” Province
	Total Nationwide

	1995
	
	278


	1995
	                      955
	1,400


	1996
	            700-1,600
	1,500-2,000


	1997
	                      445

	

	1998
	                      211
	416


	1999
	                      466

	

	1999
	                      169
	253


	2000
	                   > 100

	

	2001
	
	< 200



_______________________________________________________________________


Harsher laws, enforcement, and calls for vigilance against crime have paid off given the precipitous drop in the number of registered paladares (Table 2).  Of the 1,562 paladares that had successfully become registered by 1996, the number had dropped to just 416 by August 1998 (just over half of them in Havana) (Lee 1998: 2).  Of these, only 253 were still left in 2000, two-thirds of them located in Havana (“No official market economy…” 2000: 4).  Recent articles in the international and independent Cuban press have confirmed the continuation of this downward trend, recently reporting that over 200 paladares were closed down in the year 2000 alone, and estimating less than 200 legal paladar operations left in the entire country (Viño Zimerman 2001; Vicent 2000; Newman 2001; Duany 2001: 48).  The author’s own research visits to Havana and other Cuban cities during 2001 confirm this general picture.  

The government has explained this drop in self-employment as a simple result of the economic upturn.  As the economy has improved, self-employed workers have returned to state jobs.  However, such an explanation ignores the fact that even the most desperate of the self-employed would earn many times the average state salary if it were not for what many see as unjustified fines and excessive taxes.  This explanation also disregards the possibility that many have not willingly abandoned their micro-enterprises, but done so only after being fined into bankruptcy or closed down outright by state inspectors.  Finally, such an explanation completely discounts the possibility that former licensed operators have shifted not back into state jobs, but into clandestine activity.  


In the case of paladares, it is ironic that enterprises that have survived to date have been forced by legal limitations and high taxes to raise their prices, charging an increasingly exclusive (and almost solely foreign) clientele in dollars (Holgado Fernández 2000).  This is a significant change compared with the initial relatively low peso prices and decidedly domestic function of most paladares in the first half of the decade (Scarpaci 1995; Segre et al 1997).  Such a shift is even more unfortunate given the great difficulty most Cubans already have in procuring enough food.  It seems that Raúl Castro’s surprisingly bold declaration of 1994, quoted above, that, “if there is food for the people, the risks do not matter” (Raúl Castro 1997: 466), no longer applies, or at least not to the risks presented by private restaurants.  Indeed, the fact that paladares no longer serve the consumption needs of the Cuban population may be the perfect pretext for the government to continue its repressive policies against them.  However, the fact that many foreigners, especially influential ones like the Spanish Royal Family, are frequent patrons of these speak-easy eateries may help to preclude their total elimination.  

‘Stayin’ Alive’: Survival strategies used by Cuba’s paladar operators

For every unreasonable legal restriction placed on those who engage in private food service, entrepreneurs have developed specific strategies to circumvent those restrictions.  To reiterate, restrictions on paladares include, limitations on menu offerings, the physical size (12 place-settings) and location of the operation (restricted to one’s own home), supply sources, modalities of advertising, and the hiring of non-family employees.  These limitations are exacerbated by the fact that existing legal supply sources for foods and other necessary materials are quite expensive.  Specifically, all items must be purchased at retail prices, either in state-run dollar stores with often arbitrary and exorbitant prices or in the farmer’s markets where prices are set by sellers.  No legal wholesale sources of supplies exist for paladar operators, or for any other self-employed activity.  

The most common strategies that micro-enterprisers have developed in the face of these legal and fiscal requirements include the serving of forbidden foods, the use of hidden rooms with additional place-settings, the printing and distribution of business cards, and the increasingly common presence of paladar sites on the internet.  Also, as indicated in the brief vignette above, paladares make common use of intermediaries (jineteros and boteros, to whom they pay illegal commissions) to bring in customers, rely on black market goods and purchase bogus receipts to account for those illegally obtained supplies.  Due to the high commissions charged by jineteros and boteros (usually $5 per person per meal) and to the prohibition against many foods, some paladares have designed two or three different menus.  Diners in these establishments are offered a distinct menu based on intermediary costs, “special” menu selections, and, sometimes, their nationality.  For example, though increasingly less common, some paladares have attempted to institute their own version of social justice-based pricing, charging foreigners in dollars and Cubans in pesos (Stanley 2000).  


Because of the high retail prices and limited supplies in the dollar stores and farmer’s markets, paladar proprietors often turn to the “wholesale” prices of the black market.  Fernández Peláez pinpoints the economic logic behind this strategy.

In general, the strategy employed to guarantee profitibility can be summed up as the lowering of costs through opting for the generally cheaper supplies of the black market.  These producers can only make a profit by making purchases in this market since they cannot count on wholesale state supplies of raw materials.   [This is] one of the greatest current problems of the institutional platform that obliges [paladar] operators to make purchases at retail prices, which of course are higher (2000: 30).

According to media reports and the author’s own interviewees, a surprising and ironic source of supplies for some paladares are the personnel of Havana’s many foreign embassies.  Diplomatic status allows embassy employees to purchase goods at a tax-exempt rate (a 30% discount) in state stores.  These employees often then resell these items to Cubans, making a little profit for themselves and saving their customers a little cash.  Media reports indicate that this practice had become so widespread in late-1998 that the government threatened to revoke tax-exempt status from embassy employees (Reyes 1998b).  The author’s own interviews suggest that these informal transactions constitute a principal source for common, but expensive paladar items such as beer and soft drinks.  


In the case of the few large-scale operations, more egregious violations are common.  For example, while nearly all paladares employ non-family workers, large scale operations are often staffed by a small army of employees, including professional cooks, private security personnel, taxi drivers, and troupes of musicians who entertain guests with live music.  Furthermore, the availability of rooms for lodging, drastic underreporting of earnings, and special arrangements with the inspector corps, are salient features of some of these high-end operations.  Again, Fernández Peláez indicates the economic logic behind the common practice of bribery. 

These illegal mecanisms of reproduction in the food service sector [use of illegal supplies, unauthorized employees, etc.] are related to other illegal forms of negotiation to guarantee [adequate] income.  One of the principal strategies is that of bribing the authorities charged with the responsibility of carrying out inspections and levying fines.  For example, faced with the impossiblitiy of diversifying the products one can offer due to current regulations, the self-employed pay for the ‘silence’ of inspectors [so as to avoid] fines (2000: 30).

One negative effect of the use of bribes is that it tends to push out of business smaller operations that are either unwilling or unable to afford them, resulting in the survival of a small number of lucrative and/or well-connected large-scale operations (Fernández Peláez 2000; Ritter 2000).  


Finally, in recent years two “last-resort” survival strategies seem to have become increasingly common in the food service sector.  First, a number of entrepreneurs who have felt pressure to close their doors due to the impossibility of surviving under the maze of legal requirements put in place for paladares, have decided to turn in their food service license and apply for the much less onerous license to rent rooms in their home.  However, having invested much time and capital in equipping their home with the infrastructure necessary to provide quality meals, these clever operators continue to operate an unofficial paladar behind the legal façade of a bed and breakfast.
  The second “last resort” strategy is that of turning in one’s license, but continuing to operate the paladar clandestinely.  

Taken together, the common use of most of these survival strategies by licensed paladar operators gives the lie to the assumption that illegality is the result of a lack of adequate top-down control or the delinquency of a few individuals deficient in proper revolutionary mentality.  Instead, due to an antagonistic legal framework and in order to engage profitably in this activity paladar operators have found it necessary to rely on a host of informal strategies including the illicit networks of supplies in the black market.  

Connections across the economy: A dynamic model of Cuba’s economy (post-1993)


In turning to the myriad connections that link both registered and clandestine self-employed workers to all other sectors of the economy, we will begin with József Böröcz’s “Dynamic Model of the State Socialist Economy” (Figure 6).  Specifically, Böröcz  contends that both second and informal economic activities take place in socialist systems, each one being a different type of “exit” from the logic of a centrally planned economy.  The second economy includes private economic activities done outside of the central plan, independently of the state (B, D1, D2, and D3, in Figure 6), while informal sector activities are “hidden” and unregulated (C1, C2, C3, D1, D2, and D3).  

Figure 6: Böröcz’s Dynamic Model of the State Socialist Economy
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(Note: the white sectors in the Figure indicate formal activities, while the darkening gray areas denote informal activities.  Whereas all “white” activities are legal per se (A and B), activities included in the three gray areas vary from “not illegal” (C1 and D1), illegal but “tolerated” (C2 and D2), and “illegal” activities (C3 and D3).  See Böröcz 1993: 216-222 and Stark 1989: 652, for further elaboration on this point.)


Given this model of an “ideal-typical” state socialist economy (which the Cuban economy closely resembled prior to the start of the special period in 1990), we must ask how the many internal economic reforms begun in 1993 have altered this model in the Cuban case.  Specifically, how did the legalization of self-employment and the dollarization decree of September 1993 affect the functioning of the economy and the relationship between the three interrelated continua described in Böröcz’s model: first – second economy, formal – informal sector, and legal – illegal activities?  

First of all, the self-employment decree of 1993 suddenly transformed a whole gamut of “not illegal” and “tolerated illegal” activities, which had formerly constituted a good part of the informal sector into the legal, formal sector (Figure 7a, C1-2 and D1-2).  However, in doing this, the state simultaneously drew a line in the sand so to speak, stepping up its offensive against remaining “indiscipline and illegality” (C3 and D3).  Thus, while the relative amount of activity in the first and second economies likely remained fairly constant (i.e., the private sector did not necessarily expand), the formal sector was able to absorb a large part of the informal sector through the new legislation (note the difference between the size of the “Formal Activities” areas in Figures 6 & 7a).  

______________________________________________________________________________

Figure 7a: A Dynamic Model of Cuba’s State Socialist Economy (Post-1993)
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Note: the white sectors and light gray in Figure 7a indicate formal activities, while the dark gray area denotes informal activities.  All “white” activities, including sectors C1-3 and D1-2, were made legal by Decree-Law #141 on self-employment in 1993, and made formal by institution of regulatory oversight and tax payment thereafter.  The dark line separating the upper six sectors from the lower two indicates the strict distinction between legal, formal activities and illegal, informal activities after 1993, and especially since the increased enforcement of new laws beginning in 1996.  
Despite this laudable effort to make Cuba’s laws reflect the lived reality at the time for most Cubans, since 1996 increased regulations and taxes and stepped-up enforcement against this newly formalized self-employed sector combined with persistent scarcity and economic crisis, have returned Cuba to a situation where nearly all licensed self-employed workers engage in informal, illegal activities to stay afloat.  (The light gray shading in sectors C1-2 and D1-2 of Figure 7a is meant to indicate the persistence of links to informality within the sphere of licensed self-employment).  

Second, the Cuban government’s decision to legalize the holding of US dollars in 1993 further complicates our dynamic model of the Cuba’s state socialist economy and our understanding of the relationship between the economy’s various sectors and activities (Figure 7b).  While all state employees continue to be paid in pesos, transactions among Cubans, between Cubans and the state, and even between Cubans and foreigners could now legally take place in dollars.  However, the many unenforceable restrictions on the use of dollars for payment has generated a whole series of new illegalities.  For example, it is common for foreign companies who pay the government for the right to contract Cuban employees (who are paid in pesos by the government) to pay those same employees substantial sums in dollars under-the-table.  

Figure 7b: A Dynamic Model of Cuba’s State Socialist Economy (Post-1993)
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Note: the permeable green portion in the center of Figure 7b is intended to represent the overlapping dollar sector of the economy.  


Furthermore, licensed self-employed workers often their charge their customers in dollars, when their license strictly allows for sales exclusively in Cuban pesos.  Conversely, many self-employed workers take illegal advantage of the low peso prices in the subsidized state markets in order to reduce their expense costs.  Finally, some Cuban professionals claim that their part-time work in the self-employed sector ironically allows them the “luxury” to continue to exercise their professions.  In summary, just as some self-employed workers turn to inexpensive state sector provisions to subsidize their private sector incomes, dollar incomes earned in the second economy often act as an indirect subsidy to the first (state/peso) economy (refer to green sector here and joke).  


Thus, we cannot accurately speak of the Cuban economy as a “dual economy,” split between dollar-holders and peso-holders.  Even if this distinction points to a very real factor determining life chances for many individual Cubans and families, those who resort to this kind of description of the economy disregard the entire universe of other equally decisive divisions and connections within the economy described above.  Therefore, it is more accurate to characterize the Cuban economy as a complex, “fractured economy,” where fragmentation, experimentation, fluctuation, and permeability predominate across the shifting lines of the peso-dollar, first-second, formal-informal, and legal-illegal sectors.  (The permeable green portion in the center of Figure 7b is meant to represent the overlapping dollar sector of the economy.)  

Conclusion

In a 1997 Granma article citing the need to mobilize the neighborhood Committees for the Defense of the Revolution in the battle against growing levels of economic crime, National Assembly President Ricardo Alarcón expressed the following sentiment toward the island’s paladares:  

We mustn’t be confused by the “miracles” which they attribute to [the micro-enterprise sector].  The richest ones, such as the paladares, would do well to ask themselves first, in what home if not the one given them by the Revolution would they have been able to set up shop and second, if in a capitalist society, the owner of those houses would have permitted one of his tenants to set up a restaurant in one of his properties.  If capitalism were to return to Cuba, it would sweep them away.  

The lesson here could not be clearer.  The Cuban state sees itself as an enormous, if generous landlord who has permitted his unappreciative tenants to go into business in what, after all, is not really their property, but the patrimony of the Revolution.  This kind of attitude reveals the profound paternalism with which the revolutionary leadership views Cuba’s fledging micro-entrepreneurs.  Essentially, Cuban citizens are treated like ungrateful children who have taken unfair advantage of the gifts given them by their generous father.  Such an attitude could not contrast more with the supposed trust in the integrity and ingenuity of the Cuban people that originally permitted self-employment.  


The contradictory tension between the state policies of toleration, legalization, and expansion of the private sector on the one hand, and moves toward greater control, containment, and repression on the other, reveal the revolutionary government’s deep mistrust of Cuba’s new entrepreneurial sector.  Cuban officials and journalists continually emphasize the systematic “indiscipline, illegalities, and lack of order” that characterize the private sector, always coming to the same conclusion.  Since the cause of indiscipline is the lack of strong regulation and the waning revolutionary consciousness brought on by “the individualist psychology of the private producer,” the only solution is greater top-down control combined with calls for greater revolutionary fervor and vigilance.  

On the other hand, most Cuban social scientists who have written on the topic of self-employment are in favor of less, not more bureaucratic control (Carranza et al 1995; Fernández Peláez 2000; Núñez Moreno 1997).  However, far from advocating wholesale privatization and a withdrawal of the state from the economy, these scholars recommend a proactive government approach to the private sector that would include monetary incentives, technical training, expanded opportunities to market products, and greater access to wholesale supplies.  They argue that such an organic, integrated approach would allow for a greater, if still decidedly subordinate role for the non-state sector in the Cuban economy, leading to the creation of more jobs and higher standards of living for the Cuban people.  However, due to the political costs and ideological compromises involved, the revolutionary leadership has refused to implement this advice.  


As this study of Cuba’s fledging paladares has shown, while unlicensed private restaurants clearly operate outside the law, virtually all of Cuba’s paladares find it necessary to develop illegal strategies to ensure their survival.  What distinguishes one operation from another is the degree of each one’s links to informality, not the fact of such a linkage itself.  A number of changes in the current regulatory framework and tax system could begin to erase some of the dysfunctionality of Cuba’s current approach to self-employment.  


First, permission could be granted for these operations to hire employees outside their immediate family and household.  If this already common practice were legalized, it would provide more legal employment to those many Cubans affected by cuts in state enterprises and allow the government more flexibility in its on-going attempt to increase production and maximize efficiency in its enterprises.  


Second, the deduction of actual expenses could be allowed.  Such a change would end the current discrimination against operations that spend more than 10% of their earnings on inputs, leading to an expansion of those enterprises that count on greater inputs.  More importantly, this change would end favoritism toward foreign investors and promote more local value-added production reducing the costly import of supplies.  


Third, an end could be put to the monthly quota tax and have micro-enterprises and their employees pay a simple year-end tax based on their earnings.  This change has the potential of increasing competition, productivity, and tax revenue, by allowing more clandestine operations into the legal enterprise sector.  It could also expand legal employment, while simultaneously reducing prices, exaggerated incomes, tax evasion, and clandestine food service activity.  Finally, such changes could also help to integrate the non-state, self-employed sector into an overall economic development policy that sees micro-enterprise as a positive complement to state ownership, instead of treating it as a provisional, if necessary evil as has been the case until now.  


The question still remains whether even these minor but important changes will be acceptable to the Cuban leadership.  Simply put, the growth of this sector has never been in the interests of the revolution.  Historically, private enterprise has never been considered a legitimate part of Cuba’s socialist project and has only been grudgingly employed in times of economic crisis or experimentation (Mesa-Lago 2000).  With the slight but unmistakable upturn in the economy since 1996, the government may very well conclude that its experiment with self-employment has run its course and served its purpose.  After all, what’s good for the economy, may not necessarily be good for Fidel.  

Bibliography

Accord #84.  “Regulaciones especificas para el ejercicio del trabajo por cuenta propia en el 


territorio de la Ciudad de La Habana,” in Dietmar Dormoser and Jaime Estay, eds., 

Economía y reforma económica en Cuba.  Caracas: Nueva Sociedad, 1997: 490.  

Alonso, Jose.  “An Analysis of Decree 141 Regarding Cuban Small-Scale Enterprises,” La 


Sociedad Economica Bulletin 35, September 20, 1993.

“Ampliación de actividades: Paladares,” Joint Resolution #4, June 8, 1995, in Dietmar Dormoser 

and Jaime Estay, eds., Economía y reforma económica en Cuba.  Caracas: Nueva 

Sociedad, 1997: 485-487.  

Avendaño, “Trabajadores por cuenta propia. Incremento de las cuotas fijas mensuales,” Tribuna

de La Habana, May 5, 1996, in Dietmar Dormoser and Jaime Estay, eds., Economía y 

reforma económica en Cuba.  Caracas: Nueva Sociedad, 1997: 496-497.  

Baker, Christopher P.  Cuba: Moon Handbooks, Second edition.  Emeryville, CA: Avalon Travel 


Publishing, 2000.

Bauza, Vanessa.  “Cuba’s entrepreneurs find it tough going amid red tape, state competition,” 


Sun Sentinel, June 11, 2001. 

Böröcz, József.  “Informality and the Second Economy in East-Central Europe,” pp. 215-


244, in Work Without Protections: Case Studies of the Informal Sector in 


Developing Countries, Gregory K. Schoepfle and Jorge F. Pérez-López, eds.  


Washington, D.C.: U.S. Government Printing Office, 1993.  

Carranza, Julio, Luis Gutiérrez, Pedro Monreal.  Cuba: La restructuración de la economía.  

Havana: Editorial de Ciencias Sociales, 1995.

Castro, Raúl.  “Si hay comida para el pueblo, no importan los riesgos,” Granma Internacional,

September 28, 1994, in Dietmar Dormoser and Jaime Estay, eds., Economía y reforma 

económica en Cuba.  Caracas: Nueva Sociedad, 1997: 458-467.  

CEPAL (Comisión Económica para América Latina y el Caribe).  La economía cubana: 

Reformas estructurales y desempeño en los noventa.  México: Fondo de Cultura Económica, 1997.  

Clark, David.  “Entrepreneurs in Cuba Dive into Capitalism,” Christian Science Monitor, 

October 29, 1993.

“Cuba may let more work for selves: Government weighs move as it curbs spending on failing

firms,” Miami Herald, November 30, 1994.  

“Cuba taking baby steps to capitalism,” Journal of Commerce, September 3, 1996.

“Cuba’s economy slows down drastically,” Latin American, Caribbean, and Central American 

Report, December 2, 1997.

DPPFA (Dirección Provincial de Planificación Física y Arquitectura).  “Diagnóstico de 

Población,” Havana, July 1997.  

Decree-Law #174, “De las contravenciones personales de las regulaciones de trabajo por cuenta 

propia,” June 30, 1997 (mimeo); published in the Gaceta oficial, June 30, 1997.  

De la Campa, Román.  Cuba on My Mind: Journeys to a Severed Nation.  New York: Verso, 


2000.  

Duany, Jorge.  “Redes, remesas y paladares: La diáspora cubana desde una perspectiva 

transnacional,” Neuva Sociedad 174, July-August, 2001: 40-51.  

Espinosa Chepe, Oscar.  “Fin del cuentapropismo?” CubaNet, February 1, 2001.

“Establecen procedimiento para el pago del impuesto por el arrendamiento de viviendas, 

habataciones o espacios,” (MFP, Resolución #20) Granma, May 23, 1997: 4-5.

Farah, Douglas.  “Speak-Easy Eateries Attract Diners with Dollars in Food-Short Havana,” The 


Washington Post, February 16, 1994, pp. A9, A14.

____________.  “Self Employment Takes Up Some of Jobless; Now What?” Washington Post, 


May 23, 1995.  

Fernández Peláez, Neili.  Trabajo por cuenta propia en Cuba: Disarticulación y reacción.  


Degree Thesis, Department of Sociology, University of Havana, July, 2000.

Ferreira, Rui.  “El Gobierno cubano en plena ofensiva contra los paladares,” El Nuevo Herald, 

September 30, 2000.  

Fletcher, Pascal.  “Havana permits private restaurants,” Financial Times, June 15, 1995.  

Flores Gómez, Violeta.  Género e Informalidad: El caso cubano.  Master’s Thesis in Social 


Development, FLACSO, Universtiy of Havana, July, 1997.

Holgado Fernández, Isabel.  No es Fácil! Mujeres cubanas y la crisis revolucionaria.  Barcelona: 

Icaria Editorial, 2000.  

Jatar-Hausmann, Ana Julia.  The Cuban Way: Communism, Capitalism, and Confrontation.  


West Hartford, CT: Kumarian Press, 1999.

Johnson, Tim.  “Foreign Firms invest in Cuba… But Cautiously,” Miami Herald, March 21, 

1999.

La Franchi, Howard.  “Cuba’s Enterprising Cooks Open their Homes: Since Castro’s 

government legalized small, private eateries, ‘paladares’ keep popping up,” Christian Science Monitor, May 9, 1996.  

Lee, Susana.  “Precisan orientaciones sobre programas y medias economicas en aplicación,” 

Granma, October 8, 1993.

_________.  “Entra hoy en vigor Nuevo Reglamento del TPCP,” Granma, June 1, 1996a: 2. 

_________.  “Trabajo por cuenta propia: una reflexión necesaria,” Granma, September 13, 


1996b: 4.

_________.  “TPCP: hay que combatir el desorden,” Granma, September 19, 1996c: 4.

_________.  “Como se comportan los ingresos tributaries al Presupuesto?” Granma, July 4, 

1997a: 2.

_________.  “Precisiones sobre los ingresos tributarios,” Granma, September 12, 1997b: 2.

_________.  “De interes para taxistas y otros transportistas privados,” Granma, September 24, 

1997c: 2.

__________.  “Sobre la recaudación de ingresos, la fiscalización y otros temas,” Granma, 


October 23, 1997d: 2.  

__________.  “El impuesto de los ‘paladares’,” Granma, November 12, 1998: 2.

__________.  “Una preocupacion sobre los gestores-cobradores,” Granma, May 12, 1999a: 2.

__________.  “Siempre es bueno aclarar,” Granma, October 7, 1999b: 2.

__________.  “Gane tiempo, no demora,” Granma, February 1, 2000a: 2.  

__________.  “Mejoró la campaña de Declaración Jurada,” Granma, March 15, 2000b: 2.  

__________.  “Ya tiene su modelo de declaración jurada?” Granma, January 11, 2001a: 2.  

__________.  “Faltan algo mas de dos semanas – Ya hizo su Declaracón Jurada?” Granma, 


February 10, 2001b: 2.  

__________.  “El plazo vence el jueves próximo,” Granma, February 23, 2001c.  

__________.  “Recaudado hasta junio el 52,1% de los ingresos el plan anual,” Granma, July 18, 

2001d (ASCE Cuban Economic News Clipping Service, #7, p. 9).

Martínez, Magda.  “Regulan sistema de inspección estatal para el trabajo por cuenta propia,”

Trabajadores, June 24, 1996: 5.

_____________.  “Realizan balance del trabajo por cuenta propia,” Trabajadores, February 15, 


1999.

Martínez, Silvia.  “Trabajo por cuenta propia: Crecerá en la medida en que lo sepamos conducir 

bien,” Granma, July 1, 1995a.  

____________.  “Regulan ejercicio del trabajo por cuenta propia,” Granma, August 17, 1995b.

Mayoral, María Julia.  “Comienza reinscripción de los trabajadores por cuenta propia,” Granma, 


June 21, 1996: 2.

Mesa-Lago, Carmelo.  “Will Cuba’s Economic Reforms Work?,” Miami Herald, January 2, 


1994, p. M1.

Mesa-Lago, Carmelo.  Market, Socialist, and Mixed Economies: Comparative Policy and 


Performance – Chile, Cuba, and Costa Rica.  Baltimore: Johns Hopkins, 2000.

Newman, Lucia.  “Cuba squeezes private business as economy grows,” CNN, March 12, 2001.  

“No official market economy for Cuba: sharp decline in numbers of small entrepreneurs” 


Latin American, Caribbean, and Central American Report, August 22, 2000.

Núñez Moreno, Lilia.  “Más allá del cuentapropismo en Cuba,” Temas 11: 41-50, 1997.  

Pérez-López, Jorge F.  “Islands of Capitalism in an Ocean of Socialism: Joint Ventures in Cuba’s 


Development Strategy,” in Cuba at a Crossroads: Politics and Economics after the 


Fourth Party Congress.  Gainesville: University Press of Florida, 1994.

_________________.  “Cuba’s Socialist Economy: the Mid-1990s,” Cuban Communism 10th 

Edition, Irving Louis Horowitz and Jaime Suchlicki, eds., 2000, pp. 205-236.

Peters, Phillip.  “Islands of Enterprise: Cuba’s Emerging Small Business Sector,” (14 pp.) 


Alexis de Toqueville Institution, 1997.

Peters, Phillip, and Joseph L. Scarpaci.  “Cuba’s New Entrepreneurs: Five Years of Small-Scale 


Capitalism,” (20 pp.) Alexis de Toqueville Institution, 1998.

“Reforms continue behind the rhetoric,” Latin American, Caribbean, and Central American 


Report, May 16, 1996: 6.

Reyes, Gerardo.  “Home restaurants in Havana keep eye on inspectors,” Miami Herald, October 

12, 1998a.  

____________.  “Diplomats in Cuba work black market,” Miami Herald, October 12, 1998b.

Ricardo Luís, Roger.  “Profundo analisis sobre el TPCP y la situacion de las finanzas internas,” 


Granma, December 29, 1993: 1, 2-6.  

Ritter, Archibald.  “El regimen impositivo para la microempresa en Cuba” Revista de la 

CEPAL 71 (August 2000): 145-162.

_____________.  “Entrepreneurship, Micro-enterprise, and Public Policy in Cuba: Promotion, 


Containment, or Asphyxiation?”  Journal of International Studies and World Affairs 40:2 


(Summer) 1998: 63-94.  

Rodríguez Cruz, Francisco.  “El cuenta propia también es cuenta nuestra”, Trabajadores, June 3, 


1996a: 5.

_____________________.  “Despacio, que corre prisa: Afiliacion de los trabajadores por cuenta 


propia,” Trabajadores, July 29, 1996b: 16.

Scarpaci, Joseph L.  “The Emerging Food and Paladar Market in Havana,” Cuba in Transition 


5: 74-84, 1995.  

“Self-Employed Traders Regulated,” Caribbean Update, October 1995: 6-7.

Serge, Roberto, Mario Coyula, and Joseph L. Scarpaci.  Havana: Two Faces of the Antillean


Metropolis.  Chichester: John Wiley and Sons, 1997. 

Smith, Tony.  “Se cierra el circulo sobre los negocios privados,” Nuevo Herald, July 9, 2001.  

“Sobre el ejercicio del trabajo por cuenta propia,” (Joint Resolution #1) Trabajadores, June 3, 

1996: 4-5.

“Sobre el trabajo por cuenta propia,” Granma, September 9, 1993.  

Stanley, David.  Lonely Planet: Cuba.  Second Edition, 2000.

Stark, David.  “Bending the Bars of the Iron Cage: Bureaucratization and Informalization 


in Capitalism and Socialism.”  Sociological Forum 4: 4, pp. 637-64, 1989.  

Tamayo, Juan O.  “Dollars fuel gains and inequalities in Cuba’s economy,” Miami Herald,


November 26, 1995.  

_____________.  “Cuban inspectors crack down on home businesses,” Miami Herald, March

27, 1997.  

“Tax returns show size of private sector,” Latin American, Caribbean, and Central American 


Report, March 27, 2001: 5-7.  

Tesoro, Susana and Alberto Salazar.  “Trabajo por Cuenta Propia: Harina de Otro Costal,” 

Bohemia, April 1, 1994, in Reajustes y reformas en la economía Cubana, 1994, Dossier 

8, Elsa Barrera, ed., The Latin American Institute of the University of New Mexico and the Centro de Estudios sobre América (Havana), February, 1995.

“Tourists Stay in Havana Homes,” Caribbean Update, September, 2000: 6.

Vicent, Mauricio. “‘Paladares’ de La Habana,” El País, December 10, 2000: 6-7.  

Viño Zimerman, Luis.  “Politica de exterminio de la iniciativa privada,” CubaNet, No. 32, April 

1, 2001.  

Whitefield, Mimi.  “Cuban home eateries refuse to close shop: Undeterred by government 

order,” Miami Herald, January 7, 1994a.  

______________.  “Cuba tries to reign in market abuses,” Miami Herald, January 29, 1994.  

______________.  “A Taste of Capitalism,” Miami Herald, May 19, 1996a.  

______________.  “The taxman comes to Cuba ,” Miami Herald, June 9, 1996b.

Zúñiga, Jesús.  “Paladares amargan la vida de restaurantes estatales,” CubaNet, September 6, 

1999

� The author would like to thank Tulane University’s Cuban Studies Institute for helping to facilitate the research on which this paper is based.  Also deserving of thanks are Archibald Ritter and Neili Fernández Peláez for providing the author with copies of their recent work on the subject of self-employment in Cuba.  


� Throughout the paper, the author will make occasional references to various self-employed individuals and businesses.  The names of all places and individuals have been changed to protect anonymity and descriptions of individual enterprises such as the one above are in fact composite sketches.  Unless otherwise indicated, all translations from interviews, newspaper articles, or scholarly work were done by the author.  


� In addition to the many newspaper reports on the rise of these speak-easy eateries (Whitefield 1994a and 1994b, Farah 1994, Fletcher 1995, Vicent 2000, La Franchi 1996), more scholarly studies include, Serge, Coyula and Scarpaci 1997; Scarpaci 1995; Flores Gómez 1997; Peters and Scarpaci 1998; Ritter 1998, 2000; Fernández Peláez 2000; and Duany 2001.  


� In fact, the new law officially cancelled the following occupations from the self-employment list: producer of light snacks, maker of dairy products, producer of agricultural preserves, and cook.  Those who had been exercising one of these occupations were allowed to re-register under a new food service activity.  


� It should be noted that monthly tax rates for Cuba’s dollar-paladares reported elsewhere vary between $520 (Ritter 2000), $710 (Ritter 1998), $750 (Stanley 2000: 122), $800 (Newman 2001), $850 (Smith 2001), $895 (Whitefield 1996b), and $1,250 (Reyes 1998a).  


� Two lengthy articles by Susana Lee published in Granma in the fall of 1996 are especially pertinent to this issue: “Self-employment: A Necessary Reflection,” September 13, p. 4, and “Self-employment: We Must Combat Disorder” September 19, p. 4.  


� Many former paladar operators interviewed by the author who had had their licenses revoked under this law, argued that the two year limit was a fiction and that they would never be permitted to reopen.  Ritter confirms this finding in his own research (2000: 148-149).  


� Martínez 1995a.  


� Holgado Fernández 2000.  


� Ritter 1998; LaFranchi 1996; Peters 1998; “No official market economy…” 2000; Vicent 2000.  


� DPPFA 1997.  


� Lee 1998.  


� Zúñiga 1999.  


� “No official market economy…” 2000.  


� Vicent 2000.  


� Newman 2001.  


� Such operations can legally offer “gastronomic service” to their houseguests after the payment of a fee equal to 30% of their monthly tax  (“Establecen procedimiento para el pago…,” 1997: 4-5).  Though this payment allows for the right to serve meals only to one’s houseguests, in practice many operations with an already well-established reputation and clientele function as private restaurants.  
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		LICENCIAS VIGENTES DE TPCP POR FUENTES DE PROCEDENCIA JUNIO 1999

		FUENTE:DIR.TPCP

		PROVINCIA		TOTAL DE		FUENTES DE PROCEDENCIA

				LICENCIAS

				VIGENTES		TRABAJADORES				JUBILADOS				DESVINCULADOS

						CANT.		%		CANT.		%		CANT.		%

		NACION		126,316		20,410		16.16		30,851		24.42		75,055		59.42

		Pinar del Río		9,792		1,723		17.60		1,740		17.77		6,329		64.63

		La Habana		8,220		2,108		25.64		2,059		25.05		4,053		49.31

		C. Habana		30,028		3,416		11.38		8,958		29.83		17,654		58.79

		Matanzas		9,156		3,161		34.52		2,353		25.70		3,642		39.78

		Villa Clara		9,991		1,704		17.06		2,575		25.77		5,712		57.17

		Cienfuegos		3,812		876		22.98		811		21.27		2,125		55.75

		S. Spiritus		6,030		1,281		21.24		1,284		21.29		3,465		57.46

		C. de Avila		4,264		1,411		33.09		1,323		31.03		1,530		35.88

		Camaguey		8,883		1,035		11.65		2,490		28.03		5,358		60.32

		Las Tunas		3,956		249		6.29		906		22.90		2,801		70.80

		Holguin		10,955		1,106		10.10		1,951		17.81		7,898		72.09

		Granma		7,817		864		11.05		1,341		17.15		5,612		71.79

		Stgo de Cuba		8,071		717		8.88		1,622		20.10		5,732		71.02

		Guantanamo		4,451		634		14.24		1,301		29.23		2,516		56.53

		Isla de la Juventud		890		125		14.04		137		15.39		628		70.56
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SOLICITUDES TPCP

		SOLICITUDES RECIBIDAS DE TPCP JUNIO 1999

		FUENTE:DIR.TPCP

		PROVINCIA		TOTAL		DENEGADAS				EN TRAMITE				RENUNCIA AL TRAMITE				BAJAS				LIC. VIGENTES

						CANT		%		CANT		%		CANT		%		CANT		%		CANT		%

		NACION		393,067		7,243		1.84		5,914		1.50		35,283		8.98		218,311		55.54		126,316		32.14

		Pinar del Río		27,458		340		1.24		155		0.56		2,290		8.34		14,881		54.20		9,792		35.66

		La Habana		24,808		699		2.82		134		0.54		1,518		6.12		14,237		57.39		8,220		33.13

		C. Habana		88,955		1,133		1.27		1,337		1.50		10,221		11.49		46,236		51.98		30,028		33.76

		Matanzas		28,315		585		2.07		173		0.61		2,181		7.70		16,220		57.28		9,156		32.34

		Villa Clara		33,792		951		2.81		1,875		5.55		3,906		11.56		17,069		50.51		9,991		29.57

		Cienfuegos		13,319		139		1.04		35		0.26		1,325		9.95		8,008		60.12		3,812		28.62

		S. Spiritus		18,867		152		0.81		150		0.80		1,050		5.57		11,485		60.87		6,030		31.96

		C. de Avila		12,284		148		1.20		57		0.46		494		4.02		7,321		59.60		4,264		34.71

		Camaguey		27,371		764		2.79		411		1.50		2,334		8.53		14,979		54.73		8,883		32.45

		Las Tunas		14,137		149		1.05		155		1.10		1,087		7.69		8,790		62.18		3,956		27.98

		Holguin		35,500		1,250		3.52		219		0.62		1,977		5.57		21,099		59.43		10,955		30.86

		Granma		22,165		257		1.16		197		0.89		1,504		6.79		12,390		55.90		7,817		35.27

		Stgo de Cuba		26,506		287		1.08		846		3.19		2,374		8.96		14,928		56.32		8,071		30.45

		Guantanamo		15,896		283		1.78		141		0.89		2,266		14.26		8,755		55.08		4,451		28.00

		Isla de la Juventud		3,694		106		2.87		29		0.79		756		20.47		1,913		51.79		890		24.09
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		LICENCIAS VIGENTES DE TPCP POR SEXO                       JUNIO 1999

		FUENTE:DIR.TPCP

		PROVINCIA		LICENCIAS VIGENTES		HOMBRES				MUJERES				DEL TOTAL: CON AYUDA FAMILIAR

				TOTAL		CANT.		%		CANT.		%		CANT.		%

		NACION		126,316		87,373		69.17		38,943		30.83		20,332		16.10

		Pinar del Río		9,792		6,763		69.07		3,029		30.93		1,261		12.88

		La Habana		8,220		5,380		65.45		2,840		34.55		1,729		21.03

		C. Habana		30,028		19,252		64.11		10,776		35.89		6,468		21.54

		Matanzas		9,156		6,200		67.72		2,956		32.28		1,161		12.68

		Villa Clara		9,991		7,270		72.77		2,721		27.23		1,572		15.73

		Cienfuegos		3,812		2,642		69.31		1,170		30.69		372		9.76

		S. Spiritus		6,030		4,405		73.05		1,625		26.95		508		8.42

		C. de Avila		4,264		2,671		62.64		1,593		37.36		366		8.58

		Camaguey		8,883		6,274		70.63		2,609		29.37		1,579		17.78

		Las Tunas		3,956		3,037		76.77		919		23.23		474		11.98

		Holguin		10,955		8,307		75.83		2,648		24.17		1,525		13.92

		Granma		7,817		5,809		74.31		2,008		25.69		1,206		15.43

		Stgo de Cuba		8,071		5,566		68.96		2,505		31.04		1,346		16.68

		Guantanamo		4,451		3,180		71.44		1,271		28.56		717		16.11

		I. de la Juventud		890		617		69.33		273		30.67		48		5.39
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Comportamiento del TPCP

		COMPORTAMIENTO DEL TRABAJO POR CUENTA PROPIA   JUNIO 1999

		FUENTE:DIR.TPCP

		MESES		ONAT                                           MONTO DE LAS SUSPENSIONES TEMPORALES						INSPECCION

										INSPECCIONES.		CANTIDAD		CUANTIA		MONTO TOTAL

										REALIZADAS		DE		PROMEDIO		MULTAS

												MULTAS		EN PESOS		EN PESOS

				MN		MLC		TOTAL		1998

		DICIEMBRE		184.9		-		184.9		75,700		2,900		896.50		26,000,000

										1999

		ENERO		156.5		4.2		160.7		75,636		2,389		833.00		1,990,700

		FEBRERO		157.9		4.9		162.8		80,826		2,841		808.00		2,296,600

		MARZO		133.9		6.0		139.9		81,704		2,727		823.00		2,243,800

		ABRIL		135.4		7.1		142.5		79,462		2,541		844.00		2,147,400

		MAYO		124.0		9.1		133.1		76,300		2,500		851.00		2,127,500

		JUNIO		123.4		10.5		133.9		68,700		2,730		837.90		2,287,500

		TOTAL		831.1		41.8		872.9		462,628		15,728		832.50		13,093,500
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Figure 3: Self-Employment Licenses by Province
(June 1999)
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Figure 4: Self-Employment Licenses - 
"City of Havana" Province - 
Selected Months (1993-2000)
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