ENERGY IN CUBA
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Cuba is considered a promising growth energy mar-
ket in the Americas. Domestic supply increases are
expected in the coming years. In addition, rising local
demand and trading opportunities could also be at-
tractive to energy companies. However, political fac-
tors may be as important as economic forces in the
coming years. United States economic sanctions
against Cuba limit for now the country’s potential as
both an energy supplier and growth user market.
Were these sanctions eased, Cuba’s energy sector
would benefit greatly from its strategic proximity to
the important U.S. market.

The Cuban economy is still suffering from the after-
math of the collapse of the Soviet Union, which pro-
vided generous economic subsidies including cheap
energy supplies. To alleviate the economic downturn
that began in the early 1990s, Cuba has introduced
some market-oriented reforms to supplement its
command economy structure. The reforms, which
include opening the economy to tourism, decentral-
izing agriculture and authorizing self-employment in
150 occupations, are likely to pave the way for both
increased energy use and a shift in distribution of en-
ergy use by sector.

Cuba has invited foreign private investment in a vari-
ety of industries including its energy sector. Several
firms have explored for oil and gas off Cuba’s coast-
line but with only limited success. Cuba’s refining
sector is also in need of investment and upgrading.
Despite U.S. sanctions, several European, Canadian

and South American energy firms have investigated
the possibility of making investments in Cuba’s ener-
gy sector, anticipating an expanding market even
without exports to nearby U.S. markets. Were U.S.
economic sanctions to be eased, the growth potential
of the Cuban energy sector would be even greater.

This paper investigates the state of Cuba’s energy sec-
tor and its future trends. Attention is given to the im-
pact that an easing of U.S. sanctions against Cuba
could have on its energy sector.

ENERGY DEMAND TRENDS IN CUBA
Total primary Cuban energy supply (TPES), that is

total energy used including process losses, rose from
10,934 thousand tons of oil equivalent (KTOE) in
1971 to a peak of 16,877 KTOE in 1989 before be-
ginning a general descent following the cut-off of So-
viet aid (see Table 1). After hitting a 20 year low in
1993, total primary Cuban energy supply recovered
to 12,464 KTOE in 1999. In addition to hydrocar-
bons, renewables and waste such as sugar cane biom-
ass, windmills, solar and small hydro-powered gener-
ators have accounted for a substantial, although
declining share of energy supply. Their share of
TPES declined from 32.9% in 1971 to 22.8% in
1999.

Some 60% of total primary energy supply is import-
ed. Production of oil has steadily increased but in
1999, 80% of petroleum and petroleum products
were imported. According to the U.S. Department of

1. The authors thank the Cuba Policy Foundation for support of this research, and Kenneth Medlock for helpful comments and assis-

tance.
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Energy (U.S. DOE, June 2002), Cuba generated
13.3 quadrillion BTUs of electricity in 1998, of
which 94% came from thermal powered generators.
Hydroelectric power is miniscule, accounting for less
than 1%. Almost all Cuban households (95%) have
electricity, accounting for 36% of total electricity
consumption in 1999. Approximately 100 thousand
cubic meters of natural gas were also consumed by

households (in Havana) in 1997 (Werlau, 1998).

Table 1 shows ner energy imports rather than total
imports. For most years there is little difference.
However, during the 1980s Cuba re-exported Soviet
oil. In 1985, these exports amounted to roughly
3,500 KTOE. Exports declined to 2,700 KTOE in
1989 and then ceased in 1990.

The collapse of the Soviet Union and the end of So-
viet aid to Cuba have had a dramatic impact on Cu-
ba’s economy in general and on its energy sector in
particular. Energy demand was curtailed to the larg-
est extent in the sectors involving private usage such
as the transportation sector and to a lesser extent, the
residential electricity sector. Electricity blackouts
were common during the transition period.

Table 1 shows the effect of the collapse of the Soviet
Union and end of Soviet aid on energy imports and
supply. Net imports fell sharply from 13,626 KTOE
in 1989 to 8,184 KTOE in 1991 —almost 40%.
TPES fell only 20%, reflecting the importance of re-
newables and waste products in Cuban energy sup-
ply. Imports dropped a further 23% from 1991-93
while TPES decreased another 20%. TPES regained
some of that loss by 1996. However, TPES in 1999
was essentially the same as it was in 1996.

PATTERNS OF END-USE ENERGY DEMAND
Medlock and Soligo (2001) have examined the pat-

terns of end-use sector energy demand as a function
of the level of economic development as measured by
per capita GDP. Allowing for country-specific heter-
ogeneity, the Medlock-Soligo model permits the
forecasting of per capita end-use energy demand us-
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ing the assumption that countries tend to follow sim-
ilar patterns of economic development. Although the
resulting forecast assumes the energy intensity of var-
ious countries will follow similar patterns, it ignores
future technological changes that may improve ener-
gy efficiency. Hence, forecasts of future energy may
tend to be biased upward.?

Figure 1 shows the typical pattern of end use energy
demand estimated by Medlock/Soligo using data
from Latin American countries plus Canada and the
U.S. (Although the data are from different countries,
the pattern is similar to that for a data set of non-Lat-
in American countries). Per capita energy use
(KTOE per thousand persons) is plotted against per
capita income measured in 1995 PPP dollars. In the
early stages of development, energy use by the indus-
trial sector rises rapidly as countries begin to industri-
alize. At some stage of development, this process
slows down and energy use in the industrial sector
levels off. However, per capita energy use in the
transport and commercial/residential sectors contin-
ues to increase, eventually overtaking consumption
in the industrial sector.

In the long run, the demand for energy is inelastic
with respect to changes in per capita GDP. That is,
the demand for energy, per capita, rises at a slower
rate than output. However, at low levels of per capita
income, this elasticity is greater that unity. Countries
at specific levels of per capita income will deviate
from the predicted level of energy use to the extent
that there are differences in climate, population den-
sity, energy taxes and other policies that affect energy
prices and investments in transportation infrastruc-
ture.

Forecasts of Energy Demand

The Medlock/Soligo model has been estimated using
data from market economies. Placing Cuba into this
framework requires some adjustment because Cuba
has been and generally remains a “command” econo-
my. As such, the level and composition of energy use
has not followed the pattern of development experi-

2. Because income is highly correlated with time (in most countries), use of a time trend to account for technological change produced
statistically insignificant coefficients for either the time trend or income variable.
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Table 1. Cuban Energy Production and Imports (KTOE)
Domestic Net TPES Production Renewables Net Imports

Production Imports Renewables Share Share
1971 3739 7436 10934 3593 32.9% 68.0%
1972 3351 7360 10651 3207 30.1% 69.1%
1973 3563 8804 11918 3391 28.5% 73.9%
1974 3694 9307 12839 3481 27.1% 72.5%
1975 3809 9390 13119 3535 26.9% 71.6%
1976 3811 9959 13781 3524 25.6% 72.3%
1977 3931 9655 13708 3622 26.4% 70.4%
1978 4554 10349 14765 4214 28.5% 70.1%
1979 4683 10393 15126 4335 28.7% 68.7%
1980 4227 10438 14910 3896 26.1% 70.0%
1981 4534 11020 15464 4230 27.4% 71.3%
1982 4881 11395 15992 4261 26.6% 71.3%
1983 5038 11018 16115 4192 26.0% 68.4%
1984 5075 9651 14708 4309 29.3% 65.6%
1985 4890 10159 14525 4018 27.7% 69.9%
1986 5168 9804 14654 4227 28.8% 66.9%
1987 5187 10397 15377 4276 27.8% 67.6%
1988 5349 10946 15954 4613 28.9% 68.6%
1989 5893 10955 16877 5144 30.5% 64.9%
1990 6271 10198 16524 5576 33.7% 61.7%
1991 5459 8184 13530 4908 36.3% 60.5%
1992 5792 6932 12456 4901 39.3% 55.7%
1993 4636 6323 10839 3521 32.5% 58.3%
1994 4741 6591 11264 3443 30.6% 58.5%
1995 4285 7030 11149 2819 25.3% 63.1%
1996 4799 7687 12222 3324 27.2% 62.9%
1997 4613 7901 12186 3134 25.7% 64.8%
1998 4448 7669 11816 2689 22.8% 64.9%
1999 5242 7428 12464 2837 22.8% 59.6%

Note: Domestic production plus net imports do not add up to TPES because of stock changes. TPES is net of energy exports

Source: |[EA Energy Balances: 1971-1999

enced by more market-oriented economies. In partic-
ular, private motor vehicle ownership is substantially
lower in Cuba than in other countries with compara-
ble per capita incomes, reflecting the different priori-
ties of the planning authorities and possibly, the

more equal distribution of income.

Given the energy use characteristics of the Cuban

economy, how do we estimate future Cuban energy
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consumption? Will Cuba be able to hold energy in-
tensity relatively constant as GDP continues to grow?
In our opinion, this latter possibility is unlikely in
the non-manufacturing sectors. Energy consumption
has been severely repressed during the past decade.
As per capita income grows, the public will demand
better public, if not increasing access to private,
transportation and more consumer durables. Also, as

tourism, the primary engine of growth, continues to
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increase, demand for transportation fuels and elec-
tricity will similarly grow. Tourists will demand ac-
cess to air conditioned hotels and restaurants (espe-
cially important given Cuba’s climate) and rental cars
or transportation by taxi.

Tourism to Cuba has been growing rapidly as appro-
priate infrastructure has been built. The number of
hotel rooms increased from 10,000 in 1988 to over
32,000 in 1999 (Crespo and Suddaby, 2000, p.
353). In nominal terms, revenues from tourism have
grown fromUS$243 million in 1990 to US$2 billion
in 2000, an increase of over 700%.

During 1999-2000, gross income from tourism to
Cuba grew by 8.1% (ECLAC, 1999-2000) despite
the restriction on travel by U.S. citizens. In 1998,
U.S. tourists accounted for 60% of all tourists to oth-
er Caribbean islands. Without the embargo, ordinary
Americans would be free to travel to Cuba possibly
adding an additional $1 billion to Cuban tourist
earnings within a few years (Preeg, 1998).

In generating some estimates of future energy de-
mand in Cuba, we use the Medlock/Soligo model,
mindful that this model has been estimated using
data from market- economies. In forecasting future
energy demand for Cuba a critical assumption con-
cerns whether or not Cuba will move towards a more

market oriented economy where investment and out-
put decisions reflect consumer preferences to a great-
er degree than in the past. At this point, significant
reforms towards a more open, market-oriented econ-
omy do not appear to be imminent. On the other
hand, it does seem reasonable to assume that the Cu-
ban economic model will eventually evolve towards
at least a market economy, be it socialist or capitalist,
where consumer preferences will have a larger effect
on resource allocation.

In applying the Medlock/Soligo modeling approach
to Cuba, it is necessary to make some assumptions
about future growth rates in per capita income. Cu-
ban GDP growth has recently averaged about 4 per
cent per annum, equivalent to a per capita growth of
roughly 3.5%. If per capita income were to continue
to grow at this rate, per capita income in 2010 will
increase from 1999 levels by 46% and in 2015, by
74%. By 2010, Cuban per capita income in 1995
PPP dollars would be only 76% of the 1999 level for
the Dominican Republic. By 2015, it would be
$4862, still only 97% of the 1999 Costa Rican level
of $7731.

Clearly, the future growth rate for Cuba will depend
on a number of factors including future U.S. policy
towards the island. Removal of sanctions will in-
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Table 2. Energy Consumption Forecasts for Cuba (in KTOE)
Historical Projected Projected Projected
1999 2005 2010 2015

Per Capita GDP growth Rate 0.005 0.02 0.035 0.005 0.02 0.035 0.005 0.02 0.035
Consuming Sector
Residential and Commercial 989 1337 1626 1956 1450 2053 2822 1570 2569 3954
Transportation 1062 2150 2487 2858 2297 2983 3808 2454 3561 4996
Industrial and Other 7480 7718 8894 10153 8240 10584 13214 8793 12479 16718
Total Final Consumption 9531 11206 13006 14967 11987 15621 19843 12816 18608 25668
Total Primary Consumption (a) 12697 14926 17325 19936 15967 20807 26431 17071 24786 34190
Thousands barrels/day equivalent (b) 254 299 346 399 319 416 529 341 496 684
Less Biomass (c) 58 54 62 72 48 62 79 41 59 82

196 245 284 327 271 354 449 300 436 602
Increase over 1999 thousands b/d 49 88 131 75 158 253 104 240 406
Real GDP per capita 2804 2889 3157 3446 2962 3699 4093 3037 3849 4862

Notes: Population is assumed to grow at a rate of 0.5% per annum.

(a) Transformation losses in 1999 were 29.3%. Thus, to obtain Primary, we assume this value.

(b) Conversion used for tons to barrels is 7.30 barrels/ton.

(c) Share of Biomass assumed to be 18% in 2005; 15% in 2010 and 12% in 2020.

crease the rate of growth, more so if the Cuban gov-
ernment encourages trade and investment with the
U.S. Growth prospects are higher if sanctions are re-
moved and foreign relations are normalized within
the context of the current political regime so that
property claims and other contentious issues can be
dealt with in a stable and orderly manner. A chaotic
transition accompanied by civil strife and a struggle
to assert old property claims could seriously set back
growth and development. We have used 3.5% as the
upper bound on future per capita income growth
rates. This is a fairly high rate compared with experi-
ence in other Latin American cases. It is equivalent to
the 4% growth rate that Cuba has experienced in the
latter half of the 1990s (with population growth at
.5%) but that growth rate might reflect the fact that
Cuba was rebounding from the repressed levels of
GDP experienced in the early 1990s. A more realistic
per capita growth rate is 2%, especially over a longer
period of time. As a lower bound, we assume a
growth rate of 0.5%.

Table 2 shows projections for total energy consump-
tion by end-use sector, total primary energy demand
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and, finally, total primary energy less biomass, as pro-
jected by the Medlock/Soligo model. This final num-
ber represents the energy that must be supplied by
hydrocarbon sources, mainly oil and to a lesser ex-
tent, natural gas.

For all of the scenarios studied, it is assumed that the
Cuban population will increase by a total of 8% be-
tween 1998 and 2015, roughly the same rate of
growth (about 0.5% per annum) as experienced in

the 1990s.

Projections yield estimates for 2015 of between 300
and 602 thousand barrels a day of (b/d) oil equiva-
lent, an increase in consumption over 1999 levels of
104 to 406 thousand of b/d of oil equivalent. This is
the energy requirement that would have to be sup-
plied by non-biomass sources, principally oil and
natural gas. Forecasts of future energy consumption
also indicate a significant change in the composition
of demand by end-sector (see Table 3). In particular,
demand from the transport sector will grow much
more rapidly than in other sectors. Assuming an an-
nual per capita growth of 2%, the industry/other sec-



tor shows the largest increase in consumption but its
share of total final consumption declines from 78.5%
to 67.1%. The transportation sector shows the sec-
ond largest absolute increase in demand but experi-
ences an increase in its share of TFC from 11.1% to
19.1%. The residential/commercial sector shows the
smallest increase in demand but its share also increas-
es. It should be emphasized that these are conserva-
tive estimates in the sense that they do not assume a
rapid adjustment of the structure of the Cuban econ-
omy that might accompany a change in the econom-
ic model. Rather, the projection take the existing
structure of demand and assumes that demand will
change over time, in response to increases in per capi-
ta income, following the pattern of other developing

economies.
Table 3. Composition of Sector Energy in
Total Primary Consumption

Increase
(KTOE)

Consuming Sector 1999 2015  1999-2015

Residential and Commercial  10.4% 13.8% 1580

Transportation 11.1% 19.1% 2499

Industrial and Other 78.5% 67.1% 4999

Source: Assuming annual per capita GDP growth of 2%

To summarize, we project that Cuban energy needs
will increase by 104,000 b/d-406, 000 b/d by 2015.
With a per capita income growth rate of 2%, the ad-
ditional requirements would be 240,000 b/d. This
increase will have to be met by additional imports or
increases in domestic production of crude or natural
gas. In absolute terms, the industrial and other sector
will show the largest increase in consumption. But in
relative terms, it is the transport sector that will show
the greatest increase in demand.

CUBA’S ENERGY INDUSTRY: PRESENT
CONDITIONS

To meet Cuba’s rising energy needs, its current in-
dustry will need to be significantly expanded. Oth-
erwise, the country’s import bill will increase sub-
stantially. Cuba has proven crude oil reserves of
about 750 million barrels, while its proven natural
gas reserves total 2,500 billion cubic feet (U.S.
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DOE, June 2002). Due to its limited natural re-
sources, Cuba is dependent upon oil imports to
meet about two-thirds of its 190,000 b/d domestic
needs. In 2000, Cuba produced about 46,500 b/d
of crude oil, mostly from the north central coast in
the state of Matanzas, and 600 million cubic meters
of natural gas. State oil firm Cubapetréleo (Cupet)
has also recently suggested that it plans to boost
output to 120,000 b/d by 2005, though those fig-
ures appear speculative in light of recent exploration
disappointments.

Between 1991 and 1999, foreign investment in oil
exploration and production in Cuba increased by
about $600 million. Roughly half a dozen foreign
companies are currently active in Cuban waters, ei-
ther exploring for or producing oil, despite the threat
posed by the Helms-Burton Act. Industry experts be-
lieve that the Cuban sector of the Gulf of Mexico
could contain as much as 3 to 4 billion barrels of re-
coverable reserves, mainly in deeper waters. One of
Cuba’s largest oil fields, the Varadero field, has an es-
timated 2 billion barrels of oil in place.

Opportunities for the Future in Cuba’s Energy
Sector

The benefits of a successful Cuban oil and gas off-
shore sector to the U.S. are large given its proximity
to Florida markets. If the introduction of superior
drilling technology and methods by the U.S. indus-
try or large supermajors could increase the chances
for increased exploration success in Cuba, it would
enhance U.S. energy security and supplement an in-
creasingly downgraded outlook for other Latin
American supplies.

At present, Florida can purchase natural gas supplies
from the U.S. Gulf of Mexico via Florida Gas Trans-
mission (FGT), an existing pipeline system running
from Texas. The capacity of this onland Gulf coast
pipeline is being expanded and is expected to grow to
2.2 billion cubic feet/day (bcf/d) by the end of 2003,
up from 1.66 bcf/d currently.

The U.S. Federal Energy Regulatory Commission
(FERC) has also given its final certification for the
$1.6 billion, Duke Energy/Williams Gulfstream
pipeline project that will carry 1.13 bcf/d from sup-
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Table 4. Sample Costs for Natural Gas Supplies to Florida

Average Production Liquefaction Pipeline/Tanker Regasification
Source Costs? Costs Costs Costs Total Costs
Cuba $2.50 $0.40 $2.90
Trinidad $0.75 $1.00 $0.45 $0.60 $2.80
FGT® $2.50 $0.40 $2.90
Gulfstream $2.50 $0.35 $2.85

a. Estimated for deepwater gas production and does not include liquids credit or savings from oil related infrastructure.

b. Actual pipeline tariffs are 80 cents but prevailing spot market for transportation costs is 40 cents.

ply areas in Alabama and the Gulf coast to the Tam-
pa area via a 744 mile underwater pipeline. The
Tampa landing point will connect by pipeline across
the state to Palm Beach. An LNG terminal at Elba Is-
land, Georgia, is also slated to reopen shortly, with a
pipeline connection to Florida through the Cypress
Pipeline.

The new projects do not appear to be oversubscribed
with customers at the moment. Demand for natural
gas in Florida is expected to grow significantly in
coming years from just under 1.5 bcf/d in recent
years to 2 to 4 bcf/d between 2005 and 2015, accord-
ing to industry estimates. Much of the seasonal rise
in energy use in Florida is now met by imports of re-
fined oil products but this could change over time as
more natural gas could be made available to the state,
potentially lowering energy costs during periods
when international oil prices are rising.

If a significant level of natural gas supply could be
made available from Cuban waters by pipeline into
Florida, the Cuban supply would enhance competi-
tion in the Florida market. The addition of addition-
al Cuban sellers with the incentive to market the
bulk of their supply to Florida will prompt a lower-
ing of prices so that these additional sellers can find a
market for their supplies by increasing the quantity

demanded.

The economics for Cuban natural gas supplies are
not likely to be all that different from Texas and Ala-
bama gas. Drilling and other finding costs will likely
be similar to deepwater plays along the U.S. Gulf of
Mexico and could be lower if Cuba offers more at-
tractive fiscal and royalty terms, depending on the
size of any finds and the amount of liquids associated
with the natural gas. Pipeline costs to Florida are un-
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likely to exceed 40 to 50 cents per mcf even for a rel-
atively small discovery of 200 mmcf/d, assuming a
15% rate of return over a 20-year operating period
with operating costs of 3% capital cost. This is in line
with transportation costs for existing pipeline infra-
structure from natural gas trading hub and storage
area Henry Hub and amortized costs for the Gulf-
stream project.

Table 4 shows how average Cuban costs might stake
up against the costs of competing supplies to Florida.
The costs in Table 4, however, do not fully reflect
the competitiveness of Cuban natural gas. That’s be-
cause Cuban supplies would likely to be “associated”
gas and therefore could presumably be priced to the
market. Revenue from related oil production from
Cuban fields would offset the fixed costs of drilling
and producing any associated natural gas, allowing
Cuban producers to price natural gas closer to mar-
ginal production costs. Cuban sellers, having trans-
portation linked solely to the Florida market, would
be likely to undercut other suppliers to maintain
market share, creating a competitive market structure
and contributing to lower prices to the state.

Other Aspects of Energy Sector Growth: Cuba as
a Trading Entrepot

The Cuban energy market continues to be of interest
to European and Latin American energy firms. While
the growth potential is not considered large, the
country’s geographic position near to expanding
markets in the U.S. and Mexico make it an interest-
ing possible entrepot for energy project development.

Overall growth possibilities of around 104,000 to
406,000 b/d of oil equivalent by 2015 still represent
a solid business opportunity for regional players.
There will also be opportunities for investment in the



electric power industry. Electricity use in the residen-
tial/commercial/public service sector alone is expect-
ed to grow by 47% by 2010 and 59% by 2015 under
the 0.5% per annum per capita growth scenario.
With 2% growth, electricity demand would increase
by 108% and 160% respectively. In 1999, the sector
consumed over 61% of total electricity consumed.
Of the 4.34 gigawatts of installed capacity, some
2.65 were devoted to satisfying demand for this sec-
tor. Hence, expected growth in demand from this
sector alone could require the addition of from 1.2 to
2.9 gigawatts of additional capacity by 2010, de-
pending on whether per capita income growth were
0.5% or 2% per annum. By 2015, the required addi-
tional capacity would range from 1.6 to 4.2 GW.

The Cuban government has been working to up-
grade its refining system to be able to accommodate a
blend of imported and domestic crudes. The country
has four refineries with nameplate capacity of about
301,000 b/d, with two wunits, one in Havana
(122,000 b/d) and the other in Santiago de Cuba
(100,000 b/d), accounting for the bulk of that capac-
ity. A smaller refinery in the Ciego de Avila province
produces about 2,000 b/d of lubricants for the local
market.

The 76,000 b/d Russian-built Cienfuegos plant, de-
signed in the early 1990s to handle Russian ship-
ments, was not brought on stream due to the collapse
in supplies from the former Soviet Union. An esti-
mated $250 million is required to bring it into ser-
vice. A number of foreign oil firms have been in on-
again, off-again discussions with Cuba about estab-
lishing joint ventures to reactivate the unit.

Were U.S. restrictions to be lifted, Cuba would be an
ideal entrepot for energy trading, in refined oil prod-
ucts, natural gas processing and distribution facilities
and crude oil storage for shipments to the U.S. and
possibly Mexico. Already, several Caribbean islands
play this transshipment role. The Caribbean current-
ly houses independent petroleum storage facilities
with a capacity of approximately 100 million barrels
of crude oil and refined products tankage.

The U.S. imported over 580,000 b/d from the Car-
ibbean in 2001, almost 90% of which was refined
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products from the Virgin Islands, the Netherland
Antilles, Trinidad and Tobago and Puerto Rico.
With U.S. refining capacity reaching its limits to
meet rising U.S. demand for oil products, and with
environmental restrictions making construction of
new U.S. domestic facilities unlikely, Caribbean re-
fining ventures remain a promising option for sup-
plying growing future U.S. refined products demand.

CONCLUSION

The changing pattern in energy demand in Cuba re-
flects both shifting economic policies as well as the
consequences of an end to economic assistance from
the USSR. Given recent growth rates and the rapid
development of a tourist industry, we believe that per
capita income growth of 0.5% per annum is possible
into the future. A 2% growth rate is probably at the
upper end of the spectrum unless there is rapid
change in the policy/economic environment in
which Cuba operates.

At a conservative 0.5% per capita growth rate, total
final energy consumption is expected to grow by
3,270 KTOE by 2010 and by 4,374 KTOE by 2015.
Making some assumptions regarding the role of bio-
mass in future energy supply, this increase translates
into 75,000 b/d of oil by 2010 and 104,000 b/d by
2015. This could be met with even modest success in
the exploration and development of Cuba’s energy
sector. Greater expansion of Cuba’s own oil industry
could mean that further production increases could
result in a reduction in the amount of oil imported.

Cuban waters also house natural gas resources. There
may be significant amounts of additional gas in off-
shore areas adjacent to areas off the southwest coast
of Florida. The gas is in deep water and would re-
quire the expertise of international, and mostly U.S.
oil companies to be developed. If this gas is devel-
oped, Cuba could substitute some natural gas for oil
imports if investments were made in the industrial
and electricity sector to burn gas. Moreover, depend-
ing on how much natural gas is found and devel-
oped, Cuba could become a source of gas exports to
Florida, competing there with imports of LNG.

Even given a modest growth in per capita income,
Cuba will need to invest in additional electricity pro-
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duction and refineries. Both of these areas represent
potential opportunities for foreign investors.

Finally, Cuba is well situated to become a storage
and distribution entrepot for oil and natural gas
coming into the U.S., Mexico and Latin America.
Thus, Cuba’s energy sector would likely see higher
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