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INTRODUCTION 

US airline JetBlue will begin scheduled services to Cuba on August 31st, marking the latest step in the normalization of relations 
between Cuba and the United States. Since President Barack Obama and his Cuban counterpart Raúl Castro announced in 
November 2014 the re-establishment of diplomatic relations after 54 years of no official contacts at the highest government levels, 
the US government has announced the easing a number of restrictions relating to US companies doing business with and in 
Cuba and for US persons wishing to travel to Cuba. Highlights include:

• Hospitality and tourism, agriculture, telecommunications and financial services are all sectors that have benefited immediately from 
the explicit lifting of some restrictions on their activities or receiving special authorization from the US authorities to conduct business.

• Exports of US healthcare products permitted under current US legislation increased by 457% in 2015 compared with 2014.

• Over 150,000 US nationals visited Cuba in 2015, an increase of 77% on 2014.

• Nearly 150 US government representatives have visited and held official meetings in Cuba, and over 70 Cuban officials have 
done the same in the US.

Critically, however, the US trade embargo and the Helms-Burton Act, under which companies which do business in Cuba can 
face sanctions under US law, remain in place. The US government is still actively pursuing companies suspected of sanctions-
busting; in early 2016, it was revealed that the US had imposed fines totaling close to $5.3m on firms accused of violating 
sanction since the diplomatic rapprochement began. Helms-Burton therefore remains the biggest obstacle and deterrent for 
companies interested in opportunities in Cuba. 

WHAT HAPPENS NEXT?

The United States – changing dynamics
President Obama will use more executive orders between now and the end of his presidency in January 2017 to further ease 
certain restrictions for US companies and persons. However, Helms-Burton can only be lifted by an act of Congress, and there 
is no prospect of the current Republican-dominated legislature working with Obama to repeal the act. Prospects will improve 
under a new presidential administration, regardless of whether Hillary Clinton or Donald Trump takes the White House in the 
November presidential election. There are two key reasons for this:
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• The Republican Party is coming under increasing pressure from the business lobby to drop the embargo. There is already 
significant bipartisan support for many of President Obama’s initiatives on Cuba, and Republican congressmen and women 
have been active participants in trade and government missions to Cuba over the last several years. Most importantly, polls 
indicate that a majority of the large Cuban-American population, now dominated by a US-born second generation and 
centered primarily in Florida, also now favors stronger ties with Cuba. This eliminates an important political dynamic that for 
decades had prevented members of Congress and presidential candidates from openly supporting change in Cuba policy.

• President Raúl Castro will step down from office in Cuba in 2018, ending the era of the presidency in Cuba being filled by him 
or his brother, Fidel. Helms-Burton explicitly denies recognition to a transitional government in Cuba which contains either or 
both of them – 2018 therefore provides a perfect opportunity for the act to be lifted, regardless of how closely Raúl continues 
to dictate Cuban politics from behind the scenes.

CUBA – NEW PRESIDENT, SAME SYSTEM

All eyes will also be on Cuba in 2018 as to who succeeds Raúl Castro as president. In fact, the final name may not matter hugely 
– more important will be to what extent the new president will be controlled by Raúl and his close allies in the military. For those 
expecting the end of the Castro era to usher in significant changes in Cuban politics there is likely to be disappointment. The 
handover of power will be carefully choreographed, with little transparency as to the selection process for president. The Cuban 
Communist Party and the military will remain firmly in control of the country’s political apparatus.

The fact that there will no longer be a Castro as head of state is nonetheless hugely symbolic, and may eventually mark the 
starting point of more meaningful changes in Cuban political and economic life. This is likely to be a long process, however; in the 
meantime the regime’s main goal is to maintain control of the pace and direction of change. Any economic openings it permits 
reflect the government’s understanding that it must continue to be seen to responsive and relevant to the population’s basic 
needs. It is very important to understand that it does not reflect a genuine or sustained shift towards economic, and much less, 
political liberalization. 

Nonetheless, the economic openings are tangible and almost certainly irreversible. Small and medium-sized Cuban-owned 
private enterprises are officially recognized as fundamental players in the Cuban economy, although significant barriers to 
growth remain in place. In 2014 and 2015 the Cuban regime published lists of major projects for which it wishes to attract 
foreign investment. In 2015, this portfolio reached 326 projects requiring over $8.2bn in total investments. Despite obstacles, 

2015 projects listed by the government for foreign investors
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it will be extremely difficult for the regime to row back on its commitment to foreign investment and the private sector. The 
opportunities and rewards are out there, but it may require a long-term perspective on success.

THE RISKS AND THE REWARDS FOR BUSINESS

Doing business in Cuba therefore remains a complex affair; it will not become ‘normalized’ overnight, even when the embargo is 
eventually lifted. As such, successful entry into Cuba and eventual operations there cannot be the result of a tick box risk management 
or compliance exercise, but instead require genuine consideration of the balance between certain risks that may lie beyond a company’s 
control and the rewards stemming from being one of very few foreign operators in some of Cuba’s most productive sectors.

Maintain sanctions compliance throughout supply chain
Companies’ legal defenses against possible sanctions under Helms-Burton need to be watertight. The use of any sort of US 
equipment or materials in restricted sectors at any stage of the supply chain may be considered as an infraction of the sanctions 
regime, and so must be carefully audited at all times. The same goes for certain transactions involving US financial institutions. 
Joint ventures with the Cuban state – in almost all cases, the only vehicle through which the Cuban government allows foreign 
investment – need to be completely ring-fenced from other business units within a company.

Accept reputational risk and lack of transparency
Cuban remains a one-party, authoritarian state; operating in the country requires a company to accept an inherent element of 
reputational risk, particularly as most productive sectors of the economy are controlled by state companies managed by the 
Cuban military. Moreover, the Communist Party actually has increased its repression of dissent in the past couple of years, for 
instance arresting dozens of human rights activists ahead of President Obama’s historic March visit to the country.

Companies also must accept far less transparency in government decision-making than they would normally expect; decisions 
on joint-ventures or investment proposals from foreign companies are ultimately politically driven, and priorities may change 
without great warning. Understanding and anticipating the government’s key considerations, both now and in the longer term, 
will be critical as a starting point. It will not be a guarantee of success, but lays a stronger foundation for effective strategic 
planning and engagement with the regime.

However, an absence of transparency in the Cuban system does not necessarily translate into the corruption risks seen in other 
markets. For example, the absence of open and competitive bidding processes arguably limits the opportunities for influence 
peddling and manipulation.
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Partner selection – what level of due diligence can you carry out?
Partner selection in Cuba is a relatively simple process – the government makes the decision for you in most cases. As noted above, 
the Cuban military controls most key economic sectors through a series of holding companies, such as GAESA and Gaviota. 
Companies cannot expect to conduct typical due diligence on these companies – there are no public records to speak of, and 
information about principals is very closely guarded. That said, business intelligence on their track record, their work with other foreign 
companies, and the like, can and should be conducted. It is also worth noting that most foreign companies report that business with 
their military partners is conducted in a professional manner and, as indicated above, is relatively free of high-level corruption.

Prepare for the unexpected
As noted above, we do not expect change to come immediately to Cuba. However, it would be remiss not to prepare for the 
unexpected. A new government may not guarantee the same level of contractual stability as the current regime, or it may wish to 
conduct anti-corruption drives to make examples of public officials (as seen when Raúl assumed control from his brother), with 
foreign companies the victims of collateral damage. Other events may rock the boat:

• The withdrawal of Venezuelan economic support for the regime would leave it in major financial difficulty.

• The death of one or both of the Castros.

• The end of the US embargo, and thus the removal of the ‘glue’ that binds almost all Cubans on the island regardless of their 
level of support for the one-party state.

Identifying and monitoring these potential triggers, and understanding their impact on likely government policy and business 
sectors, will give companies an important head start in planning for future scenarios.

Be patient
Finally, patience is required on many levels when trying to do business in Cuba. The government operates at its own pace and 
according to its requirements. It is not uncommon for companies to have to wait over six months for meetings with government 
officials to discuss investment proposals. Operational and strategic planning needs to take such potential delays into account, 
but also consider strategies for strengthening ties with government to move things forward more quickly. More prosaically, 
companies must remember that infrastructure of all kinds – financial, transport, telecommunications, energy – is limited or at best 
inconsistent. This requires creative planning and effective business resilience to help support smooth operations, even if they are 
actively involved in the development of that very infrastructure.
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