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TO AMEND THE SUGAR ACT OF 1937, AS AMENDED

TUESDAY, DECEMBER 9, 1941

U.-IITED STATES SENATE,
COMMITTEE ON FINANCE,

lashington, D. 0.
The committee met, pursuant to call, at 10:30 a. In., in room 312

Senate Office Building, Senator Walter F. George (chairman) pre-
siding.

The CHAIRMAN. The committee will come to order.
This meeting has been called to consider S. 2041.
Since the introduction of S. 2041 and the fixing of hearings on it,

H. R. 5988 has been passed by the House and re-erred to this com-
mittee.

(H. h. 5988 and the report are as follows:)

(If. R. 85, 77th Cong., 1st sess.)
AN ACT To uand the Sugar Act of 1937,55 amended, and for other purposes

Be it enacted by the Senate and House of Representatives of the United Stales of
America in Congress assembled, That section 202 of the Sugar Act of 1937, as
amended (relating to establishment and revision of quotas), is hereby amended
to read as follows:

"SEc. 202. Whenever a determination Is made, pursuant to section 201, of the
amount of sugar needed to meet the requirements of consumers, the Secretary shall
establish quotas, or revise existing quotas-

"(a) For domestic sugar-producing areas by prorating among such areas 56.77
per centurm of such amount of sugar (but not less than 3,793,802 short tons) on
the following basis:

"Area Per enitum
"Domestic beet sugar -------------------------------------------- 42. 49
Mainland cane sugar ---------------------------------------------- 11. 52
Hawaii -------------------.------------------------.------------ 24. 72
Puerto Rico ------------------------------------------------------ 21.03
Virgin Islands ---------------------------------------------------- . 24

"(b) For foreign countries, and the Commonwealth of the Philippine Islands,
by prorating 43.23 per centum of such amount of sugar (except, if such amount
ofsugar is less than 6.682,670 short tons, the excess of such amount over 3,793,802
short tons) on the following basis:

"Area Per centum
"Commonwealth of the Philippine Islands _------------------------ 34. 70
Cuba ----------------------------------------------------------- 64.41
Foreign countries other than Cuba ---------------------------------- . 89
In no case shall the quota for the Commonwealth of the Philippine Islands be
less than the duty-free quota now established by the provisions of the Philippine
Independence Act, as amended.

"The quota for foreign country other than Cuba shall be prorated among
such countries on the basis of the division of the quota for such countries made In
General Sugar Quota Regulations, series 4 number 1, issued December 12, 1936,
pursuant to the Agricultural Adjustment Act, as amended."
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SEc. 2. That section 204 of the Sugar Act of 1937, as amended (relating to
redistribution of deficits in area quotas), is amended to read as follows:

"SEc. 204. (a) The Secretary shall, as he deems necessary during the calendar
year, determine whether, in view of the current inventories of sugar, the estimated
production from the acreage of sugarcane or sugar beets planted, the normal
marketings within a calendar year of new-crop sugar, and other pertinent factors,
any domestic area, the Commonwealth of the Philippine Islands, or Cuba, will
be unable to market the quota for such area. If the Secretary finds that any
domestic area or Cuba will be unable to market the quota for such area for the
calendar year then current, he shall revise the quotas tor the domestic areas and
Cuba by prorating an amount of sugar equal to the deficit so determined to the
other areas, on the basis of the quotas, then in effect. Any portion of such sugar
which the Secretary determines cannot be supplied by domestic areas and Cuba
shall be prorated to foreign countries other than Cuba on the basis of the prora-
tions of the quota then in effect for such foreign countries. If the Secretary finds
that the Commonwealth of the Philippine Islands will be unable to market the
quota for such area for the calendar year then current, he shall revise the quotas
for domestic sugar-producing areas, for Cuba, and for foreign countries other than
Cuba, by prorating an amount of sugar equal to the deficit Eo determined, as
follows:

"(1) To the domestic beet-sugar area and to the mainland cane-sugar area, on
the basis of the respective quotas for such areas then in effect, an amount equiva-
lent to such part. if any, of such deficit as the Secretary determines is due to
inability to market in continental United States the amount of refined sugar
permitted to be brought into continental United States, duty free, under the
provisions of the Philippine Independence Act, as amended; '

"(2) To foreign countries other than Cuba, on the basis of the proration of
the quotas for such foreign countries thc-n in effect, an amount not in excess of
100,000 short tons of the remainder of such deficit, after giving effect to the fore-
going subsection (a) (1);

"(3) To HaNaii, Puerto Rico, Virgin Islands, and Cuba, on the basis of the
respective quotas for such areas then in effect, the remainder, if any. of the amount
of such deficit in excess of 100,000 short tons, after giving effect to the foregoing
subsection (a) (1): Provided, howrer: That no part of any such Philippine deficit
so prorated way be filled by direct-consumption sugar except that part, if any,
prorated pursuant to the foregoing subsection (a) (1).

"(b) If, on the 1st day of September in any calendar year, any part or all of
the proration to any foreign country of the quota in effect on the 1st day of July
In the same calendar year for foreign countries other than Cuba, has not been
filled, the Secretary may revise the proration of such quota among such foreign
countries, by prorating an amount of sugar equal to such unfilled proration to all
other such foreign countries which have filled their prorations of such quota by
such date, on the basis of the prorations then in effect.

"(e) If the Secretary finds that any foreign country other than Cuba will be
unable to market any part or all of the proration to such foreign country for the
calendar year then current, the Secretary may increase the quotas for other foreign
countries, for the domestic sugar-producing areas and for Cuba, by prorating an
amount of sugar, equal to the deficit so determined, as follows:

"(I) To such foreign countries other than Cuba, on the basis of the proration
of the quotas for such foreign countries then in effect, such portion of such deficit
as the Secretary finds they will be able to market in the calendar year then current;

"(2) To theT domestic sugar-producing areas and Cuba, on the basis of the
respective quotas for such areas then in effect, the remainder, if any, of such
deficit.

"(d), The quota for any domestic area, the Commonwealth of the Philippine
Islands or Cuba, or other foreign countries, shall not be reduced by reason of any
determination made pursuant to the provisions of subsection (a) or subsection (c)
of this section 204."

SEC. 3. Section 207 (e) of the Sugar Act of 1937, as amended (relating to direct-
consumption sugar from Cuba), is amended by striking out "three hundred and
seventy-five thousand" and inserting in lieu thereof "three hundred thousand."

SEC. 4. (a) Subsection (a) of section 304 of the Sugar Act ot 1937 is amended
to read as follows:

"SEC. 304. (a) The amount of the base rate of payment shalt be 80 cents per
hundred pounds of sugar or liquid sugar, raw value.'"

(b) Subsection (c) of section 304 of the Sugar Act of 1937, is amended to read as
follows:
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"(c) The total payment with res pect to a farm shall be the product of the base
rate specified in subsection (a) of thii section multiplied by the amount of sugar
and liquid sugar, raw value, with respect to which payment is to be made, except
that reduction shall be made from such total payment in accordance with the
following scale of reductions:
,,That portion o the quantity ot sugar andl Red uction p ia the bne rate

sugar which b Inclukd within the folloag o payment per hundred-
Itervals ot short tons, raw value weight of such portion

"350 to 700 ---------------------------------------------------- $0. 05
700 to 1,000 ---------------------------------------------------- .10
1,000 to 1,500 -------------------------------------------------- .20
1,500 to 3,000 --------------------------------------------------- .25
3,000 to 6,000 --------------------------------------------------- .275
6,000 to 12,000 -------------------------------------------------. 30
12,000 to 30,000 ------------------------------------------------- .325
More than 30,000 ----------------------------------------------- .50

SEc. 5. (a) Section 101 (f) of the Sugar Act of 1937, as amended (relating to
the, definition of liquid sugar), is amended by striking out "6 per eentum" and
inserting in lieu thereof "8 per centum".

(b) Section 401 (b) of the Sugar Act of 1937, as amended (relating to the
definition of "manufactured sugar"), is amended by striking out "6 per centum"
and inserting in lieu thereof "8 per centurn".

SEC. 6. Section 513 of the Sugar Act of 1937, as amended (relating to termina-
tion of powers of the Secretary of Agriculture under the Sugar Act), is amended
to read as follows:

"SEc. 513. The powers vested in the Secretary under this Act shall terminate
on December 31, 1944, except that the Secretary shall have power to make pay-
ments under title III under programs applicable to the crop year 1944 and pre-
vious cropyears."

SEc. 7. Section 3503 of the Internal Revenue Code (relating to termination of
taxes under the Sugar Act) is amended to read as follows:

"SEc. 3508. TERMINATION OF TAXES

"No tax shall be imposed under this chapter on the manufacture, use, or im-
portation of sugar after June 30, 1915."

SEc. 8. Section 503 of the Sugar Act of 1937, as amended (relating to payments
to the Commonwealth of the Philippine Islands), is amended by striking out
"June 30, 1942" and inserting in lieu thereof "June 30, 1945".

Passed the House of Representatives December 1, 1941.
Attest:

SOUTH TRIMBLE, Clerk.

[H. Rept. No. 1430, 77th Cong., ist sess

The Committee on Agriculture, to whom was referred the bill (11. R. 5988)
to amend the Sugar Act of 1937, as amended, and for other purposes, having
considered the same, report thereon with a recommendation that it do pass,
without amendment.

GENERAL STATEMENT

Quota control of the sugar industry has been in effect since 1034. The presently
controlling legislation the Sugar Act of 1937, as amended, expires on December
31, 1941. The bill (Ii. R. 598) provides that the Sugar Act be extended for
3 years, with certain adjustments which experience and conditions arising out
of the national emergency make advisable. However, the bill does not depart
from the principles underlying the basic legislation dealing with sugar, and it
has the support of agriculture, labor, and management in far the greater part
of the sugar industry.

In the 7 years its which it has been effective, sigar control has demonstrated
its value. The industry has been stabilized, the income of farmers and workers
has been improved, and the system has been a protection to consumers. Since
the enactment of the Sugar Act of 1937 the retail price of sugar to consumers
has been lower than in any 4-year period in our history as a nation. The pro-
gram has been effective in time of peace, and during a period of almost world-
wide war. It is to continue these gains that the bill proposes to reenact the
legislation with certain modifications.
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The bill provides a slight increase of 4 percent in the bAsic quotas for the domestic
sugar-beet area and the mainland cane-sugar area. These increases are scarcely
more than token recognition of the fact that in each of the years since the passage
of the Sugar Act of 1937 the beet-sugar area has exceeded its quota from beets
produced on acreage allotted by the Secretary of Agriculture, and that the main-
land cane area has exceeded its quota in all but one of those years. In the case
of beet sugar the increase in quota amounts to 62,088 tons, and for the main-
land cane area the increase is 16,833 tons. To accommodate these increases,
the total minimum quota of all domestic sugar-producing areas is increased from
3,715,000 tons to 3,793,802 tons. There are no appreciable changes in the quotas
for Hawaii, Puerto Rico, or the Virgin Islands. The basic quotas for Cuba, the
Philippine Islands, and foreign countries other than Cuba are reduced by 2.7
percent, which amounts to 50,791 tons for Cuba, 27,363 tons for the Philippines,
and 702 tons for other foreign countries. The reduction in the quota of the
Philippine Islands affects only the dutiable portion of that quota, does not involve
the minimum duty-free quota provided in the Philippine Independence Act, and
is a matter of no consequence to the Island producers since they have never
availed themselves of that portion of their quota on which duty must be paid.

Under the present act, a deficit in the Philippine quota can be reallocated only
to foreign countries other than Cuba, although in case these areas are unable to
supply the deficit the law provides no way by which it can be allotted to areas
that are in a position to market additional quantities of sugar. Increasing diffi-
culties and dangers of ocean shipping make it more than ever important that these
provisions be revised. Thus the bill provides that any deficits in the Philippine
quota shall be reallotted in this manner: First, the continental producers of sugar
beets and sugarcane shall share proportionately in any deficits in the Philippine
duty-free quota of refined sugar; second, foreign countries other than Cuba shall
share proportionately the first 100,000 tons of any deficit in raw sugar- and, third,
the balance of any deficit shall be shared proportiontely by Hawaii, Puerto Rico,
the Virgin Islands, and Cuba. It should be noted that the allotment of 100,000
tons of a Philippine deficit to foreign countries other than Cuba is a greater amount
of sugar than these countries have ever supplied to the United States in any year,
with the exception of 1941.

The provision that only deficits in the Philippine duty-free refined-sugar
quotas shall be allotted to continental areas has distinct potential advantages
for insular producing areas and Cuba. Under the provisions of the bill, after the
allotment of the first 100,000 tons to foreign countries other than Cuba, the bal-
ance of any deficit in Philippine raw sugar is to be allotted proportionately to
Hawaii, Puerto Rico, the Virgin Islands, and Cuba. So long as the stringency
in shippirg continues, it is considered probable that substantial deficits will
occur in the Philippine quota.

As a needed supplement to the present law, the bill provides that, if any foreign
country other than Cuba is unable to fill its quota, the deficit shall first be allotted
to those foreign countries which are able to market additional quantities of sugar,
and any remainder to the domestic sugar-producing areas and Cuba on the basis
of their effective quotas. The bill provides that any Philippine deficit so re-
allotted, excepting only that reallotted to the continental beet- and cane-sugar
areas, shall not be marketed as refined sugar.

The bill amends section 207 (e) of the Sugar Act by reducing Cuba's direct-
consumption sugar quota from 375,000 tons to 300,000 tons. This r Muction has
the practical effect of maintaining the present approximate quantity of raw cane
sugar which can enter into continental United States each year for subsequent
refining, and hence to maintain the present status of American workmen in the
seaboard refining States of Massachusetts, New York, New Jersey, Pennsylvania,
Maryland, Louisiana, Texas, and California. The reduction in the direct-con-
sumption quota does not reduce Cuba's total quota under the figure prescribed
by the bill. It merely means that 75,000 tons more of Cuban sugar shall be im-
ported In raw form, rather than as direct-consumption sugar. Traditionally
Cuba has marketed her major production in the United States in the form of
raw sugar, and sugar refining has never been an important industry in the island.
In comparison with the growing and milling of sugar-cane, sugar refining ispn
insignificant part of the economic life of the Cuban people. 7

On September 8 Secretary Wickard, in announcing his plans for the mobiliza-
tion of agriculture for national defense, stated that no acreage limitations are
contemplated for domestic sugar producers in 1942 thereby indicating the need
for bringing about a larger production of sugar in these areas. Because of price
Increases in other crops competitive with sugar, the economic needs of sugar
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producers, and the rising costs of sugar production, the bill provides that the base
rate of the conditional payment be increased from 60 to 80 cents a hundred pounds,
raw value.

A graduated scale of reductions Is provided in the payments to be made to
producers of more than 350 tons of sugar. In this connection, it is important to
observe that the increase in payment is not a burden on the consumer because, as
the Secretary of Agriculture has often pointed out, so long as a quota system re-
mains in effect taxes on sugar and conditional payments are not reflected in
average retail prices. Moreover, the conditional payment is the only payment
now made by the Federal Government on sugar crops.

The Sugar Act of 1937 defines liquid sugar as a product in which the soluble
nonsugar solids are equal to 6 percent cr less of the total soluble solid. At the
time of the approval of the act it was contended by certain importers of these
products that liquid sugars containing more than 6 percent of soluble nonsugar
solids could not be imported for use in human consumption. However, liquid
sugar containing more than 6 percent soluble nonsugar solids has been imported,
the volume of displacement of other sugar in 1941 being estimated at 40,000 tons.
Liquid sugar which contains more than 6 percent of soluble rionsugar solids is
charged against no quota and pays no tax, and clearly evades both the quota and
tax provisions of sugar control. To prevent future evasion, the bill provides that
liquid sugar include a product in which the soluble nonsugar solids are equal to
8 percent or less of the total soluble solids.

EXPLANATION OF THE BILL

QUOTA PROVISIONS

Section I (a) of the bill provides that, in the establishment of quotas for the
various producing areas, the Secretary of Agriculture shall allot to domestic
sugar producing areas 56.77 percent (but not less than 3,793,802 short tons) of the
total amount of sugar estimated to be needed to meet the requirements of con-
suniers in continental United States. The participation of each area in the do-
mestic quota is as follows: Permit

Domestic beet sugar ---------------------------------------------- 42. 49
Mainland cane sugar ---------------------------------------------. 11.52
Hawaii ---------------------------------------------------------- 24. 72
Puerto Rico ------------------------------------------------------ 21.03
Virgin Islands ---------------------------------------------------- .24

Section I (b) of the bill provides that foreign countries and the Commonwealth
of the Philippine Islands shall be allotted 43.23 percent of estimated consumption
requirements (except that if the estimate of consumption is les than 6,682,670
short tons, these producing areas shall be allotted the amount by which the esti-
mate of consumption exceeds 3,793,802 tons) on the following basis: Percssl

Commonwealth of the Philippine Islands ----------------------------- 34.70
Cuba ----------------------------------------------------------- 64.41
Foreign countries other than Cuba ----------------------------------. 89

It is provided also that the quote for the Commonwealth of the Philippine
Islands shall in no ease be less than the duty-free quota established by the pro-
visions of the Philippine Independence Act, and that the quota for foreign coun-
tries other than Cuba shall be prorated among such countries on the basis of the
revision of 'he quotas for these countries made in General Sugar Quota Regula-
tions, Series 4, No. 1, issued December 12, 1936, pursuant to the Agricultural
Adjustment Act, as amended.

PRORATION OF DEFICITS

Section 2 of the bill directs that the proration of Philippine deficits shall be
made as follows:

1. The domestic sugar-beet area and the mainland cane-sugar area shall be
allotted, on the basis of their effective quotas, an amount of sugar equivalent to
any deficit in the quota of refined sugar which may be brought into continental
United States, duty-free, from the Philippine Islands under the provisioniof the
Philippine Independence Act, as amended.

2. Foreign countries other than Cuba shall be allotted, on the basis of their
effective quotas, an amount of sugar not in excess of 100,000 short tons.

0402-41---2
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3. Hawaii, Puerto Rico, the Virgin Islands, and Cuba shall be allotted on the
basis of their effective quotas, the amount of sugar by which the deficit exceeds
100,000 short tons. It is provided that no part of a Philippine deficit may be
filled by direct-consumption sugar other than that allotted to the domestic beet-
sugar area and the mainland cane-sugar area.

With respect to the proration of deficits in the quotas of foreign countries other
than Cuba, the bill provides that if tle Secretary of Agriculture finds that any
foreign country other than Cuba is unable to market its quota for any calendar
year, he shall prorate the deficit among such foreign countries, other than Cuba,
as the Secretary determines are able to fill the san.e. The remainder, if any, is
allot ted proportionately to t he domestic sugar-producing areas aild Cuba.

Section 2 (d) continues the guaranty of the present law that the basic quota
of a producing area shall not be reduced because of a proration of a deficit.

DIRECT-CONSUMPTION SUGAR QUOTAS

Section 3 of the bill establishes the Cuban direet-colisumption sugar quota at
300,000 tons.

CONDITIONAL PAYMENTS

Section 4 of the bill provides that the base rate of conditional payments shall
be 80 cents per 100 pounds to produces of less than 350 tons of sugar. A grad-
uated scale of reductions in payments is provided for producers of more than
350 tons.

LIQUID SUGAR

Section 5 of the bill amends the definition of liquid sugar so that there will be
included a product which contains up to 8 percent soluble nonsugar solids. This
section similarly amends section 401 (b) of the Sugar Act, which relates to the
definition of "manufactured sugar."

TERMINATION OF THE ACT

Section 6 provides that the powers vested in the Secretary of Agriculture
under the act shall terminate on December 31, 1944, except that the Secretary
shall have power to make payments under title Ill of the Sugar Act for programs
applicable to the crop year 1944, and previous crop years.

TERMINATION OF TAXES

Section 7 provides that section 3508, Internal Revenue Code, be amended so
that no tax shall be imposed on the manufacture, use, or importation of sugar
after June 30, 1945.

PHILIPPINE PAYMENT

Section 8 provides that the period within which refunds may be made of taxes
collected on Philippine sugar be extended from June 30, 1942, to June 30, 1945.

CHANGES IN EXISTINO LAW

In compliance with paragraph 2a of rule XI[1 of the Rules of the House of
Representatives, changes in eIsting law made by the bill are shown as follows:
Existing law proposed to be omitted is enclosed in black brackets, new matter
is printed in italics, existing law in which no change is proposed is shown in roman:

(utublic, No. 414-75th Cong.)

SEC. 202. Whenever a determination is made, pursuant to section 201, of the
amount of sugar needed to meet the requirements of consumers, the Secretary
shall establish quotas, or revise existing quotas-

(a) For domestic sugar-producing areas by prorating among such areas [55.59]
66.77 per centun of such amount of sugar (but not less than [3,715,000] 8,793,802
short tons) on the following basis:

Are& Per ceeum
Domestic beet sugar ------------------------------------- [41.72] 49.49
Mainland cane sugar ------------------------------------ 11.. 311 . .
Hawaii ----------------------------------------------- [2& 251 f4. 7-
Puerto Rico -------------------------------------------- 1 21.481 el. 03
Virgin Islands ----------------------------------------- .24] . 4
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(b) For foreign countries, and the Commonwealth of the Philippine Islands,
by prorating [44.41] 43 .23 per century of such amount of sugar (except, if such
amount of sugar is less than 6,6S2,670 short tons, the excess of such amount over
[3,715,000] 3,793,802 short tons) on the following basis:

Area Per centam
Commonwealth of the Philippine Islands ---------------------------- 31. 70
Cuba --------- ------------------------------------ ------------ 61.41
Foreign countries other than Cuba ----------------------------------. SO
In no case shall the quota for the ('onkmonwealth of the Philippine Islands be
less than the duty-free quota now estallished by the provisions of the Philippine
Independence Act [.), as amended.

"'he quota for foreign countries other than Cuba shall be prorated among such
countries on the basis of the division of the quota for such countries made in
General Sugar Quota Regulations, Series 4, Number 1, issued Dlecemnber 12, 1936,
pursuanmt to the Agricultural Adju~nient Act, a-, amended.

S:c. 201. (a) The Secretary shall, as lie deems necessary during the calendar
year, determine whether, in view of the current inventories of sugar, the esti-
mated production from the acreage of sugarcane or sugar beets planted, the
normal marketings Nithin a calendar year of nexv-crop sugar, and other pertinent
factors, any domestic area, the Commonwealth of the Philippine Islands, or Cuba,
will be unable to market the quota for -ueh area. If the Secretary finds that any
domestic area or Cuba will be unable to market the quota for such area for the
calendar year then current, he shall revise the quotas for the domestic areas and
Cuba by prorating an amount of sugar equal to the deficit so determined to the
other [such] areas, on the basis of the quotas then in effect. Any portion of
such sugar which the Secretary determines cannot be supplied bv domestic areas
and Cuba shall be prorated to foreign countries other than Cuba on the basis
of the prorations of the quota then in effect for such foreign countries. If the
Secretary finds that the Commonwealth of the Philippine Islands will be unable
to market the quota for such area for the calendar year then current, he shall
revise [the quota for foreign countries other than Cuba by prorating an amount
of sugar equal to the deficit so detern,ined to such foreign countries, on the basis
of the prorations of the quota then in effect for such countrie.: Prorided, however,
That the quota for any domestic area, the Commonwealth of the Philippine
Islands, or Cuba or other foreign countries, shall not be reduced by reason of any
determination made pursuant to the provisions of this subsection:] the quotas for
domestic sugar-producing area, for Cuba, and for foreign countries other than Cuba.
byprorating an amount of sugar equal to the deficit so determined, as follows:
(I) To the domestic beet-sugir area and to the mainland cane-sugir area, on the

basis of the respective quotas for such areas then in effect, an amount equivalent to
such part, if any, of such deficit as the Secretary determines is due to inability to
market in continental United States the amount of refined sugar permitted to be
brought ino continental United States, duty free, under the provisions of the Philip-
pine Independence Act, as amended;

(2) To foreign countries other than Cuba, on the basis of the proration of the
quotas for such foreign countries then in effect, an amount not in excess of 100,000
short tons of the remainder of such deficit, after giving effect to the foregoing subsec.
tion (a) (1);

(3) To Hawaii, Puerto Rico, Virgin Islands, and Cuba, on the basis of the re-
specire quotas for such areas then in effect, the remainder, if any, of the amount of
such deficit in excess of 100,000 short tons, after giving effect to the foregoing subsec-
tion (a) (i): Provded, however, That no part of any such Philippine ue tci so pro-
rated may be filled by direct-consuraption sugar except that part, if any, prorated
pursuant to the foregoing subsection (a) (1).

(b) If, on the 1st day of September in any calendar year, any part or all of the
proration to any foreign country of the quota in effect on the 1st day of July In
the same calendar year for foreign countries other than Cuba, has not been filled,
the Secretary may revise the proration of such quota among such foreign countries,
by prorating an amount of sugar equal to such unfilled proration to all other such
foreign countries which have filled their prorations of such quota by such date,
on the basis of the prorations then in effect.

(e) If the Secretary finds that any foreign country other than Cuba will be unable
to market cay part or all of the proration to such foreign country for the calendo, year
then currp i, the Secretary may increase the quotas for other foreign countries, for the
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domestic sugar-producing areas and for Cuba, by prorating an amount of sugar, equal
to the deficit so determined, as follows:

(1) To such foreign countries other than Cuba, on the basis of the proration of the
q uotas for such foreign countries then in effect, such portion of such deficit as the

ecrelary finds they will be able to market in the calendar year then current;
(2) To the domestic sugar-producing areas and Cuba, on the basis of the respective

quotas for such areas then in effect, the remainder, if any, of such deficit.
(d) The quota for any domestic area, the Commonwealth of the Philippine Islandes,

or Cuba, or other foreign countries, shall not be reduced by reason of any determination
made pursuant to the provisions of subsection (a) or subsection (c) of this section 204.

SEC. 207.

(e) Not more than [three hundred and seventy-five thousand] three hundred
thousand short tons, raw value, of the quota for Cuba for any calendar year may be
filled by direct-cornsumption sugar.

SEC. 301. (a) The amount of the base rate of payment shall be [60] 80 cents
per hundred pounds of sugar or liquid sugar, raw value.

(c) The total payment with respect to a farm shall be the product of the base
rate specified in subsection (a) of this section multiplied by the amount of sugar
and liquid susar, raw value, with respect to which payment is to be made, except
that [reductions] reduction from such total payment in accordance with the
following scale of reductions:

Reduction
In the base
rate of psy.
mentpe
hundred.

[That portion of the quantity of sugar and liquid sugar which is included et101
within the following intervals of short tons, raw value: Sl

500 to 1,500----------------------------------------------- $0. 050
1,500 to 6,000 ---------------------------------------------- .075
6,000 to 12,000 ---------------------------------------------. 100
12,000 to 30,000 ------------------------------------------- . 125
More than 30,000 ------------------------------------------- .300]

Redudiafs
in te bas
rate of Pa.-
mVOs per

Tat portion of the quantity of sugar and liquid sugar which is included vhtf
within the following intervals of short tons, raw value: esc pearl

850 to 700 -------------------------------------------------- $ 0.05
700 to 1,000 ------------------------------------------------- .10
1,000 to 1,500 ----------------------------------------------- .. 0
1,600 to 3,000 -----------------------------------------------. e5
8,000 to 6,000 -----------------------------------------------.. 75
6,000 to 12,000 ----------------------------------------------. 80
12,000 to 30,000 --------------------------------------------. 32
More than 80,000 --------------------------------------------. 50

SEcTroN 101. For the purposes of this Act, except title IV-

(f) The term "liquid sugar" means any sugars (exclusive of sirup of cane
juice produced from sugarcane grown In continental United States) which are
principally not of crystalline structure and which contain or which are to be used
or the production of any sugars principally not of crystalline structure which

contain soluble nonsugar solids (excluding any foreign substances that may
have been added) equal to [6 per centum] 8 per centum or less of the total soluble
solids.

SEC. 401. For the purposes of this title--

(b) The term "manufactured sugar" means any sugar derived from sugar
beets or sugarcane, which Is not to be, and which shall not be, further refined or
otherwise improved in quality; except sugar In liquid form which contains non-
sugar solids (excluding any foreign substance that may have been added) equal to
more than [6 per centum] 8 per centum of the total soluble solids, and except also
sirup of cane juice produced from sugarcano grown In continental United States.
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The grades or types of sugar within the weaning of this definition shall include
but shall not be limited to, granulated sugar, lump sugar, cube sugar, powdered
sugar, sugar in the form of blocks, cones, or molded shapes, coifectioners' sugar,
washed sugar, centrifugal sugar, clarified sugar, turbinado sugar, plantation
white sugar, muscovado sugar, refiners' soft sugar, Invert sugar mush, raw sugar,
sirul.s, inolasscs, and sugar mixtures.

SEc. 513. The powers vested in the Secretary under this Act shall terminate on
[December 31, 1941,1 December 31, 1944, except that the Secretary shall have
power to make payments under title III under programs applicable to the crop
year [19111 1944 and previous crop years.

SEC. M8. TERMINATION OF TAXES

No tax shall be imposed under this chapter on the manufacture, use, or importa-
tion of sigar after [June 30, 1942] June 80, 1945.

The CHAIRMAN. At this time I think we should enter in the record
the reports from the Department of State, the Secretary of State,
which is adverse to this bill.

Senator VANDENBERG. May I see that?
The CHAIRMAN. Yes. Also the report from the Department of

Agriculture, and I believe there is a report from the Secretary of the
Interior. There is also submitted for the information of the com-
mittee memoranda with reference to S. 2041 from the Tariff Commis-
sion which may be entered in the record.

(The reports referred to are as follows:)
THE SECRETARY OF THE INTERIOR,

1Vashington, D. C., December5,, 1941.
lion. WALTER F. aEOaoE,

Chjirman, Committee on Finance, United States Senate.
MY )ER SENATOR GEORG: Your letter of November 21 requests a report on

S. 2011, a bill to amend the Sugar Act of 1937, as amended, and for other purposes.
The proposed legislation would revise in certain particulars and extend for 3

years the Sugar Act of 1937, as amended. In cffcting such extension the proposal
not only would continue certain Irosisicks of the existhig law shiih disctpninate
unfairly against American citizens residing in the insular arts of the United
States hut also would introduce new and equally unjustified forms of such
dis'riminallon.

During the Seventy-sixth Congress several sugar bills were introduced which
included various proposals to discriminate against the Tcrritories and island
possessions of the United States. In a letter of April 11, 1940, to the Honorable
Mar% in Jones, chairman of the House Committee on Agriculture, the President
commented %%ith reference to IMCh Proposals as follows:

"It is also clear that a reshuffling of domestic quotas so as to discriminate against
producers in the domestic insular areas would, under the special circumstances
hardly be a conscionable procedure. The people of the Territory of llawaii and
the possessions of Puerto Rico and the Virgin Islands are Ameri an citizens who
compose some of those minority groups In our population with local governments
that lack the protection of statehood. If this circumstance were not given ade-
quate consideration, it would be possible to destroy by legislation the livelihood of
our citizens in the insular parts of the United States through the enactment of
discriminatory prohibitions against their products; and they would pos-sess no
legal power to take counter measures In self-defense. Such a course ofaction, as
I have pointed out on a previous occasion,'would be tantamount to an imperial-
istic classification of citizens and a tyrannical abuse of minority rights that is
utterly contrary to the American concept of fairness and democracy. Among the
cases in point is the proposal to reinstate the former discrimination against the
refining of sugar in the insular parts of the United States."

I believe that it is not possible to justify any further sugar legislation that
conflicts with the policies expressed in the foregoing statement. I strongly urge
therefore, that if the pending bill is to be enacted the following discriminatory
aspects of the proposal be eliminated:

i. The extension of the restrictions against sugar refining which are con-
tained in section 207 of the Sugar Act of 1937.
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2. The exclusion of the Virgin Islands from participation in benefit payments
while at the same time being subjected to the excise tax on sugar.

3. The exclusion of the Territories and island possessions from participation
In the 4 percent increase allotted to the domestic areas. I suggest that if any
Increase in the percentage of the domestic allotment is determined upon, it be
allocated in the proportion of the existing quotas.

4. The inclusion of the insular parts o* the United States in the classification
with foreign countries in connection wilh the provision for the distribution of
any deficit in the Philippine quota. In this provision and in the discrimination
mentioned in the preceding paragraph are to be found the revival of the same
form of discrimination that was contained in the 1934 Sugar Act but corrected
in the Sugar Act of 1937. I-refer to the classification of the insular parts of the
United Slates in a category with foreign countries rather than as an integral
part of the United States.

I am informed that your committee will hold hearings on the proposed legisla-
tion on December 10 and that you dei;e this report at that time. In view of
the time element involved it hss not bieen possible to clear this report with the
Bureau of the Budget.

Sincerely yours, ]HAROLD L. ICKES,

Secretary of the Interior.

DEPARTMENT OF STATE,Wash~ington, D. C., December 8, 19,1.
The Honorable WALTER IF. GEORGE,

Chairman, Committee on Finance, United States Senate.
My DEAR SENATOR GEORGE: I have received your letter of November 10,

1941, enclosing for my consideration a copy of a bill (S. 2041) to amend the Sugar
Act of 1937 and requesting that I submit a report thereon at the earliest possible
date. Since the bill has an important bearing on our foreign relations, I am glad
to comment on it.

When viewed against the background of history of sugar legislation in the United
States since 1934, and of the present highly critical international situation, legis-
lation such as that proposed seems to be singularly inappropriate. The sugar
legislation now in effect in the United States was enacted to afford relief from a
distressing problem of sugar surpluses; that problem does not exist today. At a
time when there does not appear to be any compe'ling reason for new sugar legis-
lation the bill would, among other things, alter the present basic quotas at the
expense of offshore areas. You will recall that the President, in a letter of April
11, 1940, to the chairman of the House Agricultural Committee commenting on a
number of somewhat similar sugar bills which had been introduced in the Seventy-
sixth Congress, stated:

"* * * some of these bills would discard the established basis of distribu-
tion of quotas among the various sugar-produciug areas that was carefully de-
velopedby the Congress in 1937, your committee stated that the quotas had
been arrived at 'after careful consideration of the history of production in each
area and its present and future capacity to market.' I believe that we all appre-
ciate readily the natural desire of each producing area to enlarge its share of the
market, but it would be most difficult to justify an abandonment of the existing
distribution of quotas in favor of a new and arbitrary basis of allotments."

In that same letter to the chairman of the House Agricultural Committee the
basic problem of good government inherent in sugar legislation was defined by
the President as the balancing, practically and fairly, of the directly conflicting
interests of the various groups of American citizens concerned-the producers
of sugar and the producers of export commodities, the farmers and the processors,
the employers and labor, and the industry as a whole, and consumers and tax-
payers. Such a balance is of course extremely difficult to achieve even with the
utmost good will on the part of all concerned. However, the inherent difficulty
has been enhanced by the fact that sugar legislation introduced in Congress in
recent years has almost invariably proposed concessions to certain groups of
American citizens at the expense of other groups of American citizens and of
hemispheric unit.

As has occurred on several occasions In the past, it is proposed to use this bill,
which is an agricultural bill, for the purpose of granting increased protection to the
mainland sugar-refining industry. When the Sugar Act of 1937 was being
considered, I pointed out in a letter to the chairman of your committee the reasons
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why limitation of the amount of direct-consumption sugar which may enter from
Cuba is open to serious objection. Under present emergency conditions, it Is
even more questionable whether the continuation of such restrictions Is wise.
The bill under reference would not only continue the restrictions contained in the
present law but would restrict still further the importation of direct-consumption
sugar from Cuba and would embargo the importation of direct-consumption sugar
from foreign countries under any reallocationthey might receive as a result of
deficiencies in the Philippine quota.

From the standpoint of our foreign relations, the chief objections to S. 2041 are
the adverse effects it would have on Cuba, the British West Indies, and the full-
duty countries. Cuba would be injured by provisions substantially reducing its
direct-consumption quota, decreasing its basic quota and subjecting to quota
restrictions certain grades of edible molasses. not now subject to quota restrictions.
These adverse changes, which would be effective at least until January 1, 1945,
would constitute a violation of the spirit, if not the letter, of our existing trade
agreement with Cuba. The provision in the bill creating the possibility that
Cuba may supply additional sugar to the United States in the event deficiencies in
the Phitippine quota are unusually large would not justify a worsening of Cuba's
position as a supplier of sugar to the United States in more normal times contrary
to the basic principle on which the legislation now in effect was based.

The British West Indies are adversely affected because certain grades of edible
molasses normally imported therefrom would apparently be subjected to an
absolute embargo contrary to our trade agreement with t-e United Kingdom.

The full-duty countries would have their position worsened because under
present circumstances they would receive much less favorable treatment in respect
of re'llocation of the deficiencies in the Philippine quota. In addition, they
would suffer a reduction in their basic quotas. This reduction, although small,
would constitute a violation of the International Sugar Agreement.

In view of the above-mentioned objectionable features contained in the bill And
the adverse effects which its enactment could not fail to have on the efforts of this
Government to promote the closest possible cooperation between the nations of
this hemisphere, I strongly recommend that it be not enacted, regardless of
whatever good features it may contain.

I trust that any sugar legislation which may be enacted will conform to the basic
principles underlying existing sugar legislation, avoid violation of our international
obligations, and help rather than hinder our efforts to strengthen the deferise of
this hemisphere.

This letter has been submitted to the Director of the Budget who states that the
proposed legislation is not in accord with the program of the President.

Sincerely yours, CORDELL HULL.

DEPARTMENT OF AGRICULI URE,
December 9,1I941.

Ion. WALTER F. GEORGE,

Chairman, Senate Finance Committee.
DEAR SEATOR GEOROE: Reference is made to your request for the views of

this Department on S. 2041, a bill to amend the Sugar Act of 1937, as amended,
aid for other purposes.

Section 513 of the Sugar Act of 1937 provides that the powers vested in the
Secretary of Agriculture under that legislation shall terminate on December 31,
1941, except that title III of the act authorizes the Secretary to make payments
under programs applicable to the crop year 1941 and previous crop years. How-
ever, the excise taxes with respect to sugar are continued until June 30, 1942.

The general effect of these varying termination dates, were no legislative action
taken, would be to create an unbalanced situation in the sugar industry. The
payments provided for under the Sugar Act would be made on varying portions
of the sugar marketed by the respective areas during the calendar year 1942 while
the excise tax on sugar would be collected on all direct-consumption sugar manu-
factured prior to June 30, 1942. Therefore, either the elimination of those in-
equalities or the accomplishment of the principal objective of the bill S. 2041
to continue the Sugar Act for a period of years would appear to be desirable.
The bill, however, goes beyond continuation of the Sugar Act of 1937 and pro-
poses to modify certain provisions of the legislation in a manner which does not
accord with the policies of the Administration.
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Those provisions of the bill which would reduce the quotas of neighboring
countries, further restrict the importation of refined sugar, and exclude certain
types of molasses from entry Into the United States are in conflict with our policy
of hemispheric cooperation. I believe that adherence to this policy Is of the
utmost importance for the consolidation of this hemisphere against the forces of
aggression and totalitarianism. I am advised that the Secretary of State is fur-
nishing the committee a comrlete analysis of these conflicts.

The bill also would alter the basic division of our sugar market among the
various domestic areas In a manner which would be detrimental to Hawaii and
Puerto Rico. Likewise, these areas of the United States which lack the protec-
tion of statehood would be treated differently than other domestic areas In the
allotment of deficits. The Congress has charged the Derartment with the pro-
motion of agriculture and of the welfare of farmers in all parts of the United States.
The Droduction of sugar is the most important source of farm income in Hawaii
and Puerto Rico, areas which are among our most stable and dependable sources
of supply. I am opposed to these provisions of the bill because I believe their
enactmeht w6uld be contrary to the principles of government and citizenship
upon which this country was founded and which today are being challenged by
force which avow world conquest and the subjugation of minorities.

Certain transitory circumstances connected with the agricultural conditions in
several of the sugar producing localities tend to justify an increase in the basic
rate of payment to small producers for the 1942 and possibly subsequent crops
as a part of an emergency policy. If made perma-ent however, such an increase
in view of the tax features of the bill would establisA a discrimination against
California, Florida, Hawaii, Louisiana, and Puerto Rico. It also would place
some processors in a more advantageous position than others with respect to ac-
quisitton of raw material. I recommend, therefore, that the proposed increase
in the basic rate of payment be made operative only so long as the present defense
emergency continues. I also recommend that, since the increased payments pro-
posed in the bill are not confined by the proposed scale to the level of production
typical of small farms, the committee reexamine it with a view to further limiting
Its application.

The Department believes that it would be desirable in writing any sugar bill
for the committee to include certain noncontroversitl amendments which would
be valuable in meeting emergency situations that may arise in this industry as a
result of the war effort, as.well as in handling certain problems largely of an ad.
ministrative character. Those proposals include provision for the suspension by
executive order of the operation of any title or any section of any title should the
continued operation of such provision impede the efficient use of marine and land
transportation facilities or otherwise conflict with the national interest. The
modifications proposed would also clarify and expand the existing provision with
respect to allocations and make it possible to meet the adverse effects which may,
in the case of sugar flow out of the application of certain provisions of the pro-
posed price-control legislation should itbe made operative.

During the past few years it has been found that the penalty for employment of
child labor, namely, complete forfeiture of the conditional payments, is sometimes
excessive. The problem was handled as an emergency by a special amendment
which was made retroactive as to certain crops but not made forward in its appli-
cation. We suggest revision of section 301 (a) so that the payment otherwise
due a producer shall be reduced at the rate of $15 for each instance of noncom-
pliance. A similar problem with respect to compliance with the proportionate
share requirement, which was met by a discontinuing amendment In the case of
the 1940 crop period, may again arise. It is recommended that a system of
reduced payments be substituted in lieu of forfeiture of the total payment in those
cases in which the proportionate share acreage or production is exceeded, and
that as a complementary feature the phrase "to which proportionate shares
determined purstsnt to the provisions of subsection (b) of section 302, pertained"
be deleted from section 205 (a) of the act and that provision be made for the
consideration of inventories in arriving at allotments. It is further suggested
that the provisions relative to public hearings with respect to determination of
minimum wages and fair prices be made optional in their application. The
attached drafts of proposed amendments give effect to the suggestions made above.

The Department recommends enactment of a bill to continue the program
provided for under the Sugar Act of 1937 without oontroversal changes or features
which are contrary to the policy of the administration.

The Bureau of the Budget advises that there Is no objection to the submission
of this report.

Sincerely yours, CLAUDE R. WICKARD, Secretary.
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SUGGESTZD AMENDMENTS TO THE SUOAR AcT or 1937, AS AMNDZD -

Section 101 (k) to be changed to read as follows:
"(k) The term 'producer' means a person who is the legal owner, at the time

of harvest or abandonment, of a portion or all of a crop of sugar beets or sugar-
cane grown on a farm for the extraction of sugar or liquid sugar, or a person who
is entitled to sharo in the proceeds from the sale of such crop."

S S S St • * S

Section 204 (b) to be changed to read as follows:
"(b) If the Secretary finds that any foreign country will be unable to market

the proration to such country of the quota for foreign countries other than Cuba
for the calendar year then current, the Secretary may increase the prorations of
other such foreign countries by prorating an amount of sugar equal to the deficit
so determined on the basis of the prorations then in effect: Provided, however
That the proration for any forel~n country other than Cuba shall not be reduced
by reason of any deter Mtioni id kpWIuant to the provisions of this sub-
section." -Il

The second sq tnce of section 205 (a) to be c,n*ed to read as follows:
"Allotmen hall be made in such manner and in ouch amounts as to provide

a fair, effi t, and equitable distribution of such quo tor proration thereof, by
taking i'I consideration proqfIsgs jugar or liquid sar from sugar beets or
sugarc4; inventories; the pt market ngs or impo rtamons of each such per-
s-rn; ohe ability o uel pers to ma et or import sugau

fion 209 (d)lto be changed t6- asfo
d) From 4ceeding- ke any d de to the pursuant to the

pr islons of this a ot e a

tion 301 to be cha tQ as I lo -
'Stc. 301. The Secr741 is, to make payments the lowing
editions with respect to s liqta sugar commercially verable from

t sugar bee or sugi ne grow on farm for the extraction sugar or liquid8 ar: k A 4 -*-
,(a) That no child uodes the age of )4 years shall ?ave been employed or per-

mi ed to work pn t farm;.wheher for glin to suc f child or ny other person,
in t produqtiolb cZvation, or hirvestineg a cr1 of sugar, ts or sugarcane

espect to whch applicatiol)'k paym "t ade, exce a member of the
immckate family of a produpft wit not le t .n a 40-lent interest in the
crp alti:he time such woritVwas perfdomed; atd that no d between the ages
of 14 a - 16 years shall permitted to do ch work, whether for
gain to si child or anyoher person, for a longer than 8 hours in any

day, exe ,a member of the immediate family (a producer with not less
than a 40-pe rt interest in the crop at the tip i 'suchwork was performed:
Provided, however , rbt the Secretary Is authorj/t'to make payments with respect
to the 194 and sub. sosit crops, not_%a]aoding a failure to comply with the
provisions of this aubsectIM, btW~lE3vments made with respect to any such
crop shall be subject to a deduction of $15 for each child for each such violation.

"(b) That all persons employed on the farm in the production, cultivation, or
harvesting of sugar beets or sugarcane with respect to which an application for
payment is made shall have been paid in full for all such work, and shall have
been paid wages therefor at rates not less than those that may be determined by
the Secretary to be fair and reasonable after such inquiry or investigation as the
Secretary deems necessary or proper; and In making such determinations the
Secretary shall take into consideration the standards therefor formerly estab-
lished by him under the Agricultural Adjustment Act, as amended, and the
differences in conditions among various produig areas: Provided, however, That
a payment which would be payable except for the foregoing provisions of this
subsection may be made, as the Secretary may determine, in such manner that
the laborer will receive an amount, insofar as such payment will suffice, equal to
the amount of the accrued unpaid wages for such work, and that the producer
will receive the remainder, if any, of such payment.

"(c) That the producer on the farm who s also, directly or indirectly, a pro-
cessor of sugar beets or sugarcane, as may be determined by the Secretary, shall
have paid, or contract to pay under either purchase or toll agreements, for any
sugar beets or sugarcane grown by other producers and processed by him at rates
not less than those that may be determined by the Secretary to be fair and

66402-41-3
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reasonable after such inquiry or investigation as the Secretary deems necessary
'(drThat there shall have been carried out on the farm such farming practices

in connection with the production of sugarbeets and sugarcane during the year
in which the crop was harvested with respect to which a payment is applied for,
as the Secretary may determine, pursuant to this subsection, for preserving and
improving fertility of the soil and for preventing soil erosion, such practices to be
consistent with the reasonable standards of the farming community in which the
farm is situated."

Section 302 to be changed to read as follows:
"SEe. 302 (a). The amount of sugar or liquid sugar with respect to which pay-

ment may be made shall be the amount of sugar or liquid sugar commercially
recoverable, as determined by the Secretary, from the sugar beets or sugarcane
grown on the farm and marketed (or processed by the producer) not in excess of
the proportionate share (in terms of planted acreage, weight, or recoverable sugar
content of sugar beets or sugarcane) for the farm, as determined by the Secretary,
of the quantity of sugar beets or sugarcane for the extraction of sugar or liquid
sugar required to be processed to enable the producing area in which the crop of
sugar beets or sugarcane is grown to meet the quota (and provide a normal carry-
over inventory) estimated by the Secretary for such area for the calendar year
during which the larger part of the sugar or liquid sugar from such crop normally
would be marketed: Provided, however, That in computing the amount of sugar
or liquid sugar with respect to which payment is authorized, a deduction shall he
made from such amount for sugar beets or sugarcane marketed (or processed) in
excess of the proportionate share for the farm and used for the production of sugar
or liquid sugar to be marketed in, or so as to compete with or otherwise directly
affect, interstate or foreign commerce, and such deduction shall be in accordance
with the following scale:

Dedntimosfr rackThat portion of the excess (in terms of percentage of the proper- perceatof
tionate share) which is included within the following intervals: erces (percem)

0 to 10 percent ---------------------------------------------- I
10 to 20 percent --------------------------------------------- 3
More than 20 percent ---------------------------------------- 5

"(b) In determining the proportionate shares with respect to a farm, the
Secretary may take into consideration the past production on the farm of sugar
beets and sugarcane marketed (or processed) for the extraction of sugar or liquid
sugar and the ability to produce such sugar beets or sugarcane. and the Secretary
shall, insofar as practicable, protect the interests of new producers and small
producers and the interests of producers who are cash tenants, share tenants,
adherent planters, or sharecroppers."

Section 509 to be changed to read as follows:
"S.. 509 (a). Whenver the President finds and proclaims that a national

economic or other emergency exists with respect to sugar or liquid sugar, or
whenever the President finds and proclaims that the operation of title 1I or III of
the act, or any part thereof, would not be in the public interest, he shall by
proclamation suspend such tilte, or part thereof, which he determines on the basis
of such finding should be suspended, and thereafter the operation of any such
title, or part thereof, shall continue in suspense until the President finds andproclaims that the facts which occasioned such suspension no longer exist. The

cretary shall make such investigations and reports thereon to the President as
maybe necessaryto aid him In carrying out the provisions of this subsection.

) Notwithstanding any other provision of this act, during the period of a
national emergency proclaimed by the President, the Secretary is authorized-

"(1) to consider the ocean shipping and inlnd transportation situation, includ-ing the necessity for economy in the use of freight facilities, and the dietetic needs
of consumers, in determining the requirements of consumers under action 201;

"(2) to allocate an amount of sugar equal to any deficit determined under sec-tion 204 to any area or areas able to supply such sugar; and
"(3) in order to provide for the efficient distribution of sugar, to allot the total

supply of sugar, or any portion thereof, made available under this act, after such
iqumry or investigation as the Secretary deems necessary or proper, ii such man -
ner and to such extent as the Secretary shall deem necessary or appropriate to
protect the interests of consumers. Any person knowingly violating any order or

regulation issued pursuant to this paragraph shall, upon conviction, be punished
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by a fine of not more than $5,000 for each such violation and such person shall
also be subject to the civil penalties provided in section 506 as to any sugar
marketed in violation of any such order or regulation."

Section 513 to be changed to read as follows:
"SEe. 513. The powers vested in the Secretary under this act shall terminate

on December 31, 1944, except that the Secretary shall have power to make pay-
ments under title III with respect to sugar or liquid sugar commercially recover-
able from sugar beets and sugarcane grown on a farm and which shall have been
marketed (or processed by the producer) prior to July 1, 1945."

UNITED STATES TARIFF COMMISSION,
ll'ashington, D. C., December 9, 1941.Hon. WA LTER F. GEORUE,

Chairman, Senate Committee on Finance,
Washington, D. C.

MY DEAR SENATOR GEoRnE: In compliance with your request of November 10,
there are enclosed herewith five copies of a memorandum with reference to S. 2041,
which proposes to amend the Sugar Act of 1937.Sincerely yours, RA MOND B. STEVE'S, Chairman.

UNITED STATES TARIFF COMIIISSION-MNELIORANDUM ON SENATE BILL S. 2041
WITH IEsPET To SCGAR

S. 2041, which is identical with 11. It. 59S8 as passed by the House of Repre-
sentatives on December I, 191, consists of eight sections, the pro'i.ions of
which would amend eight sections or subsections of tie Sugar Act of 1937 and
one section of the Internal Revenue Code. The substantive amendments relate
principally to (1) the establishment and re-iion of balie sugar quotas for domestic
and fonign areas, (2) the redistribuiion of deficits in area quotas, (3) the portion
of the Cuban quota which may enter as direct consumption sugar, (4) the defini-
tion of liquid sugar, and (5) the readjustment of conliJonal payment proviions.

Section I of the bill, amending section 202 of the Sugar Act, provides for certain
modifications of the bass for establishing initial and re- i.ed quotas, in accordance
with consumption requirements, for the domestic (continental and inlular) areas
the Philippines, Cuba, and for foreign conutrios other tran Cuba. The principal
change Is the increase in the percentage shares of tre total basic quota that would
be allotted! to the continental areas and the corresponding decrease in the shares
for the Philippines, Cuba, and other foreign countries. Thus, for tl e domestic
beet sugar area the share would be increased from 23.19 to 24.12 percent of the
total quota, and for the mainland cane sugar area from 6.29 to 6.54 percent. The
shares of lawaii, Puerto Rico, and tre Virgin Islands would be prac-dcally tie
same. Tue aggregate snare of the domestic areas would be increased from 55.59
percent of tne total quota to 56.77 percent.

On the other hand, the share of the Philippines in the total quota would be
decreased from 15.41 to 15 percent, that of Cuba from 28.60 to 27.84 percent,
and for all other foreign countries from 0.40 to 0.39 percent. The specified shares
of Cuba and other foreign countries might be subject to further decreases by
reason of the change in the minimum aggregate quantity assured to the domestic
areas. This minimum would be increased under the bill from 3,715,000 to
3,793,802 short tons. The bill continues the provision of the Sugar Act assuring
the Philippines an allotment no less than the present duty-free quota.

Table 1 (p. 3) compares the final quotas for 1940 and 1941 (unadjusted for
deficits) as established under the Sugar Act with the quotas that would have been
established under S. 2041, and the percentage shares for the domestic sugar-pro-
ducing areas, the Philippines, and for Cuba and other foreign countries.

Section 2 of the bill amends section 204 of the Sugar Act with respect to the
redistribution of deficits in the Philippine quota and in the prorations of the
quota for foreign countries other than Cuba. As amended, Section 204 would
consist of four subsections in place of the existing two. There were substantial
deficits in the year 1941 on the part of the Philippines, the mainland cane area,
Hawaii, and Puerto Rico. Table 2 (p. 4) shows the final quotas for 1941 allo-
cated to each area after adjustments for deficits as provided for in the Sugar Act
and the quotas which would have been allocated hadS. 2041 been in effect during
that year.
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TASLE .- Sugar quotas: Final quotas for 1940 and 1941 (unadjusted for deficits)
under the Sugar Act of 1937 compared with the quotas that would have been estab-.
lished under S. 2041

Under Sugar Act o 1937 Under S. 2041
Area&

14 I  1941 1940 f 1941

Quotas (short tons, raw value)

Domestic beet sugar .................................... 1,549,89 2,087,983 1,611,96 2,171,659
Mlalnlsnd cane sugar ................................... 420,167 56%,038 437,046 58, 786
1swail ................................................. 93 037 1,263,700 937,828 1,263,437
Puerto Rico ............................................ 797,982 1,075,021 797,837 1,074,841
Virgin Islns ......................................... 8,91 12,012 9,103 32,26

Total, domestic .................................. 3,715,000 ,,004,754 3, 73 80 5 ,10,9"

The Phiippines ....................................... 982,441 1,387,383 92,441 1,3505i
Cuba .................................................. 1,747414 2,575,255 1,67',016 2,806,829
Other foreign countries ................................. 24,177 33,584 23, 103 34,639

Total, Philippines and foreign countries .......... 2,756,36 3, 998,22 Z 677,0 3,891,987

Grand total, all areas ............................. 9 6 6,473,352 9,002,978

Percent 01 total

Donesti beet sugar........------------------------------ 23.95 2319 24.91 24.12
Mainland cane sugar ---------------------------------- &49 6. 29 615 654
Hawali ------------------------------------------------ 34.50 3404 14.4 14.03
Puerto Rico ------------------------------------------- 133 !1.94 133 11.94
Virginswands ...........--- --- ----------------- -. 14 .13 .14 .14

Total, domestic .................................. 57.41 S&59 54. 62 67

The Philippines -_---------------------------------- 15.1 15.41 I1. 18 15.00
Cuba ------------------------------------------------ 27.04 24.63 2584 27.84
Other foreign countries ------------------------------- .37 .40 .36 .39

Total, Philpptues and foreign countries .......... 42.59 41.41 41.38J 43.23

Grand total, allareas ---------------------------- 100.00 100.00 100.001 1000

Source: Quotas under Sugar Act of 1937 by Secretary of Agrkculture; quotas under S. 2041 prorated on
the basts o proposed amendments.

TABLE 2.-Sugar quotas: Final quotas for 1941 as adjusted for deficits under the
Sugar Act of 1937 compared with the quotas similarly adjusted on the basis ofS. £041

(Quotas in terms of short tons, raw value]

Sugar Act of 1937 S. 2041
Change In adjoustd

Suotaseffectedby
Quotas, adjusted for Quotas, adjusted for .2041

Area deflocit defiits

Percent Percent
Quantity of grVand Quantity of grand Increse Dcrease

total total

Domestic beet sugr .................. 2,2X 037 24.77 2,371,85 26.35 141, 58 ..........
M. &Wand cae sugar. - .--------------- 443,000 4.94 445,000 4.94 ...............
Itawall ............................... 993,522 11.04 993,522 11.04 .....................
Puerto Rico .......................... 1,011,192 11.23 1,011,192 11.23 ....................
Virgin Islands ........................ 1,829 .14 13,890 .15 1,061 ..........

Total, domestic--------------4,69Z53W 611 2 833,499 71- ..........143,919

The Philippines-------------------983,663 10.9 982,663 33.91.....................
Cub3 ................................. 3208 3,05017 33.85 162,744
Other foreign countries ................ 440, 304 4.89 134, 639 1.50 36.......... 3

Total, Phlipplnes and foreign
countries ..................... 4,310,396 I 47.88 4,167,477 4. 29--- 142,919

Grand total, allras .......... 9,003,976 100.00 1 9,002.976 I000 .....................

Source: Quotas established under the Sugar Act of 1937 by the Secretry of Agriculture; quotas under
S. 2041 prorated on the basis of proposed amendments.
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Section 3 of the bill anuends section 207 (c) of the Sugar Act by reducing the
direct-consumption portion of the annual Cuban quota by one-fifth, that Is, from
375,000 short tons to 300,000 short tons, raw value. Both under the Sugar Act
and under the bill, this direct-consumption quota of Cuban sugar Is included in
terms of raw value in whatever quota may be established for the total Imports of
Cuban sugar.

Section 4 of the bill amends section 304 of the Sugar Act. It provides that the
amount of the base rate of conditional payments with respect to sugar or liquid
sugar from sugar beets or sugar cane grown in continental United States, Hawaii,
and Puerto Rico, be increased from 60 cents to 80 cents per 100 pounds, raw value.
Under the existing law, the basic payment of 60 cents on the production of less
than 500 short tons scales downward to 30 cents on the production of more than
30,000 short tons. Under the bill, the graduated scale of reductions in payments
begins with 350 short tons and continues with seven Intervals up to 30,000 short
tons. The net effect of the new scale of reductions would be to increase proper.
tionately the rate of payment for producers of up to 3,000 short tons. For those
producing more than 3,000 short tons there would be no change in the payment on
the excess above 3,000 tons.

Section 5 of the bill amends section 101 (f) of the Sugar Act of 1937. This
section defines liquid sugar (sirups and molasses), for quota purposes,' as any
sugars (exclusive of sirup of cane juice produced from sugar cane grown in con.
tinental United States) which are principally not of crystalline structure and
which contain soluble nonsugar solids equal to 6 per centum or less of the total
soluble solids (hereafter referred to as testing not over 6 percent). The pending
amendment, section 5 (a), by substituting 8 per centum for 6 per centuw, would
include, in the liquid sugar quota, sirups and molasses testing over 6 percent but
not over 8 percent. In the Sugar Act of 1937, the imports of liquid sugar are
subject to an annual absolute quota of 8,801,452 gallons, of which not in excess
of 7,970,558 gallons may come from Cuba and the entire remainder, 830,894
gallons, from the Dominican Republic. In the amendment, the amount of the
%uota is unchanged, but it would apply to all imports testing not over 8 percent.

rem foreign countries other than Cuba, imports of liquid sugar (except the
quantit assigned to the Dominican Republic under the quota) are permitted,
under the existing law and under the bill, only in small amounts (up to 10 tons
each), in consumer containers, and for specified minor uses. Neither the quota
limitations in the Sugar Act nor in the bill apply to liquid sugar of any origin
which is imported for the distillation of alcohol or for livestock feed.

The imports of liquid sugar (sirups and znola .sss) testing not ovet 6 percent
have consisted almost exclusively of invert sirups made from hign-grade raw sugar
di.olved in water and treated with acids or other inverting agents in order to
change some of the sucrose to invert sugars. These sirups are relatively clear
in color and impart little flavor because of their low nonsugar solid content. Tney
are used principally as a sweetening agent by ice cream manufacturers, confec-
tioner., bakers, anl at soda fountains. To this extent tcy are directly compeli-
tive with sugar and with the relatively large quantity of liquid sugar made by
domestic refiners in tne metropolitan areas.

The imports of edible sirups and molasses testing more than 6 percent consist
principally of cane sirups from which no sugar has been extracted. These sirups
are darker in color and have a distinct flavor. The Imported sirups of this typo
are used chiefly in making blended sirups and molass for table use or for use by
bakers and confectioners in making products where tne flavor of tre sirups and
molasses is desirable. To the extent that these sirups and molasses are colored,
flavored, and contain a considerable percentage of mineral salts, they are not a
direct substitute for sugar except to a limited extent.

Statistics on United States imports of edible sirups and molasses, segregating
those testing not over 6 percent and tho5We testing over 6 percent, have teen avail-
able only since 1939. Table 3 gives the data for 2 full years, 1939 and 1940, and
for the trst 6 months of 1940 and 1041. The total sugar content of the imports
testing more tnan 6 percent was approximately 10,038 snort tons in 1939, 16,577
short tons in 1940, and 11,892 short tons during the first half of 1941.

'Concerning Iha definition for purpose o lite excise and Import compensating tax, tee p. I0.
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TABLE 3.-Molasses and suqar sirups, n. s. p. f.: United States imports for con.
gumption, by nonsugar solids content, from Cuba and from other countries, 1939,
1940, and first 6 months of 1940 and 1941

ConWtaling soluble ncsugxar CootaIning soluble noasuga
solid eq ull to more than 6 solids equal to 6 percent Or
-percent el total soluble solids V.s of total soluble soulisYear .. .

r~lt " e UnitQuantity Vahle vOQuantity Vie ue

1ro0 EL'A Gallons CUsiB Catio Cet,
1939.......................... .--- .30,S19 , 611 6.8 7,739, 1N $1,257,6N 16.3
1940 .................................. 2, K34,090 23 6,454 8.2 7,561,7&3 1. 211. 5%') 16.0
First 6 months-

194,0 ............................... 2,11, 141 191,041 7.5 4,3M6,641 715. 14 16.1
1941 ............................... 1,830,329 1CO, 02 & 7 4,152.927 699. 34 16.8

1FROM COUNTRIES OTHER TrAN CUBA

9 ................................... 937,027 23, 086 21.8 . 5 ,356 201.25I Iftt
1940 ................................... 944.06 263,30G 27.9 920, 50 1377 '5 15.0
First 6 months-

190 .............................. 475. 719 112.351 23.6 t111.102 47.202 40.0
1941 ............................... , 1S9 254, 8.N3 2 .0 7. 167 34.619 19.7

TOTAL, ALL COtU.TRIES

1939 ........................ 2.......... 2,2S7,46 323,730 11.2 9,273662 1.45&I.9 3M.7
1940 .................................. 3 7710 16 499, 760 13.2 .4 SO, t 1,319,665 35.9
First 6 months-

140 ............................... 3,016, 60 303,399 10.1 4,454,746 762,847 17.1
1941 ............................. . 2,710,515 411,945 15.3 4,227,093 713,967 16.9

1 These dais ate subject to corroectioo.
Source: Oficial statistics el the U. S. Department o Commerce.

The official import statistics do not show separately the quanitily of edible
sirups and molasses testing front 6 to 8 percent. lit order to estimate liap pro-
portion of the total imports falling within this group, the Taritf Coininioioi
made an invoice analysis of the entry data of a representative quantity of the
imports at New York of sirups and tolas"es testing over 6 percent. This analysis
is assumed to be representative of total United States imports of these types of
sirups and molasses, as the entries through the port of New York in 1910 con-
stituted 72 percent of the United States entries through all ports. The entry
papers studied covered the period January 1940 through June 1941, and the
quantity covered was 2,483.000 gallons. The analysis indicated that for the
period covered approximately 82 percent of the imports from all countries through
the port of New York of sirups and molassews testing over 6 percent fell within
the group testing over 6 percent bitt not over 8 percent. Of such imports from
Barbados, 75 percent fell within these limits, and of the imports from Cuba, 80
percent.

In connection with section 5 (a) of thiq bill, consideration should be given to the
provisions of the trade agreement with the United Kingdom, effective January 1,
1939. Under that agreement, of the total imports of edible molasses and sirups
with a nonsugar solid content, of more than 6 percent of total soluble solids, an
annual global quota of 1,500.000 gallons is entitled to entry at reduced rates of
duty. Imports in excess of this quota are subject to the rates of duty in effect
before the agreement. This quota has been entirely filled i each of the 3 years,

rincipally by entries of Cuban molasses, the remainder by imports from Bar-gados and other British West Irdies. T here were also considerable imports ill
excess of the tariff quota. Under the bill that part of the imports from Cuba
testing over 6 but not over 8 percent would be transferred to the absolute quota
for Cuban liquid sugar, but would continue, within the limits of the tariff quota
of 1,500,06 ) gallons, to benefit by the reduced duty (with a preferential reduction
of 20 perck it). But the liquid sugar testing 6 to 8 percent from the British West
Indies would not, be permitted entry at all, since the Sugar Act providei no quota
for any foreign country other than Cuba and the Dominican Republic.

Section 401 (b) of ihe Sugar Act of 1937, which is now covered by section
3507 (b) of the Internal Revenue Code, includes in the term manufacturedd
sugar," which is subject to tax, sugar in liquid form which contains soluble non-
sugar solids equal to not more than 6 percent of the total soluble solids, except
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sirup of cane juice produced from sugarcane produced in continental United
States. Section 5 (b) of the pending bill proposes to modify the definition so as
to subject to tax liquid sugar testing not more than 8 percent of nonsugar solids,
This provision in the bill would subject to the compeisating tax for the first time
those imports of edible sirups and molasses testing 6 to 8 percent, which under
the bill iiould also become subject for the first time to the quota for liquid sugar.
This, in effect, would provide an additional duty on these imports of 6 to 8 per-
cent test, since similar domestic sirups are exempt from the tax.

In this connection consideration should also be given to the provisions of articles
Nil atid XIV of the trade agreement between the United States and the United
Kingdom, effective Jaminary 1, 1939. Article XlI provides that articles described
in schedule IV (the list of concessions made by the United States) shall "be ex-
empt from ordinary customs duties other or higher than those set forth and pro-
vided for in the said schedule" and "shall also e exempt from all other duties,
taxes, fees, charges, or exactions of any kind, imposed on or in connection with
importation, in excess of these imposed on the day of the signature of this agree-
meit or required to be imposed thereafter under laws of the United States of
America in force on the day of the signature of this agreement."

Article XIV provides that article XIl (as- well as other articles referring to con-
cessions by the United Kingdom)-"shall not prevent the impoAtion at any time
on the importation of any article of a charge equivalent to an internal tax imposed
in respect of a like domestic article or in respect of a commodity from which the
imported article has been produced or manufactured in hole or in part."

Schedule 1V of the agreement with the United Kingdom provides for the follow-
ing reduced rates of duty on imports of molasses and sugar sirups testing more than
6 percent up to an aggregate quantity of 1,500,000 gallons per annum; "If testing
rot above 48 percent total sugars, 34 cent per gallon; testing above 18 percent total
sugars, I3jo cent additional for each percent, etc."

The schedule also provides that imports in excess of 1,500,000 gallons shall not
be subject to higher rates than were in effect on the (lay of the signature to the
agreement.

Molasses and sirups imported for industrial purposes are used principally in
the manufacture of industrial alcohol and for livestock feed and when so used,
are not subject to the quota. However, the import compensating tax is appli-
cable to such molases and sirups which test not over 6 percent. The proposed
amendment would subject a greater proportion of such products to the import
tax, by extending its application to all testing not over 8 percent. Consequently,
it will become more difficult, if the amendment is enacted, to imporf molasses
for the manufacture of alcohol, for which it is urgently needed at this time for
national-defense purposes. Of the entries in 1940 of industrial molasses through
the port of Philadelphia, the principal port of entry of such molasses, 27 percent
tested between 6 aid 8 percent. Under section 5 (b) of the bill, these imports
would have been taxable. It mav be observed, In this connection, that section
404 (b) of the Sugar Act o' 1937, nox" section 3494 of the Internal Revenue Code,
provides for the refunding of the excise tax paid on domestic sirups and molasses
(and other "manufactured sugar") upon the use thereof for livestock feed or
for the distillation of alcohol. But no such provision is made in the act for re-
funding the import compensating tax (the equivalent of theexcise tax) on sirups
and molasses testing not over 6 percent imparted for the same purposes. To
overcome this handicap, the practice has developed to manipulate such mol&ses
and sirups otherwise testing less than 6 percent by adding, before entry, waste
molasses or molasses products high in content of nonsugar solids.

The bill would rats to 8 percent the figure above which the tax does not apply,
and thus would require an admixture, If it is desired to preclude the necessity of
the manipulation practice, this could be done I-y amending the present law to
provide for the refund of the import compensating tax on such imola.sses vihen
tused for the distillation of alcohol or for livestock feed.

Sections 6, 7, and 8 of the hill relate to the extended duration of the Sugar Act
of 1937, continuing its provisions, as amended, in force for an additional 3 years.
This would involve changing the specified date in sections 513 and 503 of the
Sugar Act and in section 3508 of the Internal Revenue Code.

The CtAIRSIAN. Senator O'Mnahoney, as the atathor of S. 2041, do
you desire to proceed with the House bill?

Senator O'MAHONEV. Yes, Mr. Chairman, I think that would be
the desirable thing to do.

The CniI.mtmN. You may proceed.
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Senator GUFFEY. Have we a copy of that bill available.
The CHAIRMAN. That is II. R. 5988.
Senator O'MAIHONEY. The two bills are identical.
The CHAIRMAN. May I ask if it is substantially the same bill,

Senator O'Mahoney?
Senator O',MfAHONEY. The bills are identical.
Senator JOHNSON. Nfr. Chairman, may I ask whether this is an

executive session?
The CHAIRMAN. Not at this stage, Senator. If any representatives

of the departments are called to the stand or desire to appear then
we will resolve the session into a strict executive session. I)r.
Bernhardt, that is satisfactory to you, I presume?

Mr. BE.RNHARD-f. Yes.
The CHAIRMAN. Senator O'Mahoney, you may proceed.

STATEMENT OF HON. JOSEPH 0. O'MAHONEY, UNITED STATES
SENATOR FROM WYOMING

Senator O'MAHONJEY. Mr. Chairman, I think, as all members of
the committee well know, the Senate bill was introduced by the late
Senator Adams, Senator Ellender and myself. After the unfortunate
death of Senator Adams, who was primarily interested in this problem
of sugar development in the United States and who knew more about
it than most of us, I and Senator Ellender went to Colorado to the
funeral, and during our absence the reports to which you have just
alluded were prepared. It was only this morning that I)r. Bernhardt
of the Sugar Section advised me that the report was available before
this committee. Tile chairman was good enough to send me a copy
of the report filed by the Secretary of the Interior last week, but I
have not as yet had an opportunity to examine the report of the
Secretary of State, nor the report of the Secretary of Agriculture,
and it may be that after I have read those reports and heard what is
to be saidon behalf of those two departments I might have some-
thing additional to add.

It is rather difficult to imagine that there is anything new to be
said about sugar legislation, particularly to this connittee, the meni-
bers of which have been familiar with it since the Jones-Costigan bill
was first introduced. You all know how perfectly successful this
legislation has been, and you all know that we are ,iow confronted by
an utterly new situation due to the war. The authors of this bill
long ago came to the conclusion that the dIisturbed state of inter-
national affairs made necessary a further development of the culture
of sugar beets and sugarcane in the continental United States if the
consumers of sugar in the United States were to be protected. We
felt that an international war which threatened all of the sea lanes
made it almost impossible to imagine that we could obtain in the
United States the supplies of sugar upon which we have been dependent
in the past from the insular areas. Of course we had no dream of tile
disaster that was to fall on Hawaii and upon the Philippille Islands,
but that disaster only emphasizes the problem that confronts us, anl,
as I see it, only emphasizes the necessity for the adoption of this legis-
lation, that is to say if it is our purpose, hy legislative action, to
protect so far as possible the sugar supply of t ie people of the United
States.
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Now, there is another point that I want to call to the attention of
this committee. It may seem a little bit far afield at the beginning,
but I think it is intimately bound up with the issues here. This war
in which we are now involved, this total war, is one which is carried
on upon a national und international scale in such a way as to threaten
the existence of our customary and habitually local enterprises.
Already I have nad occasion to call to the attention of the ,cnate
the impact upon small business of national preparedness, and without
in any way whatsoever intimating or suggesting that there should be
any hesitation whatever in all-out preparedness for defense, and now
for attack, I have pointed out that when this war is over, if little
business is destroyed we shall have a terrible time restoring the system
of free enterprise to which the country is wedded.

Now, this problem of agricultural production is a part of that
problem. For a generation we have been building up thte cultivation
of sugar beets and sugarcane in continental United States particularly
sugar beets because we came to the conclusion as a national policy
long ago that sugar beets should be cultivated in order to develop a
local supply, so as to protect our consumers when insular supplies
were cut oft.

Now, thest farmers of sugar beets, these growers of sugarcane
within the continental United States are now operating, they are now
self-supporting unit.. They are now capabhe of paying taxes; they
are now capable of making their contribution by the liamynent of taxes
and the growing of sugar to the national defense, but' if by a policy
which emphasizes theoretical concessions to other areas we make it
impossible for those people to produce their sugar beets and sugarcane
or seriously impede them, then by that very act we destroy their
self-supporting capacity, and we cut off their ability to make con-
tributions to the revenue of the United States which'is so n'ce-sarv.

We all know that there has been a tremendous concentration of
industrial effort. Last March I stood on the floor of the Senate
filing the report of the T. N. E. C. and pointing out the fact that
industrial concentration had taken place to such a degree that less
than 10 percent of the States had more than 90 percent of the indus-
trial production. The result of that has been that the population is
being withdrawn from States like Colorado and Wyoming, Montana
and Utah, and other States which are not. equipped to take part in
industrial production, and those States are thereby being stripped of
what I call their local economic independence.
I Now, if we are to add to that, Mr. Chairman, the destruction of the
beet-growing industry in those areas it takes no argument upon my
part to show you that there will be only a shell left.

I can see no reason for op msing the request which we make here
that this bill, this law, which everybody recognizes has been one of
the most successful laws upon the statute books, one of the most
successful attempts to deal with a very complicated agricultural
problem, that this bill should be continued and that there should be
embodied in it certain amendments which those of us who have been
following the problem deem to be very essential. If we do not do
this, Mr. Chairman, what is the alternative? The alternative is
that we shall be dependent upon insular areas for our sugar. Our
sugar farmers will not be able to produce what they can produce.
Their economic status will be impaired, and then we shall be attempt-

66402-41-4
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ing to cultivate the development of the sugar industry in other
areas which may not be able to supply it to us.

Now, Mr. Chairman, which are proposed in this bill I think ought to
be clearly understood. There is the first amendment, one to which
the greatest attention probably has been devoted in the press, that
which deals with the ba!c quotas. Now, the sugar law has been so
well drawn that the quotas depend upon the-estimate of consumption
made by the Secretary of Agriculture. The purpose of requiring an
estimate of consumption as the basis of determining the quotas was to
provide protection for the consumer so that there would always be a
sufficient supply of sugar for the demand in the United States, that all
those areas producing sugar would be permitted to bring it in, and the
former Secretary of Agriculture in ninny of his statements pointed out
that the reason that the processing tax which supports this legislation
is not a burden upon the consumer is that the supply is kept in constant
harmony with the demand. The price of any commodity is dependent
upon supply and demand, and therefore, when under this law the
supply is constant through the estimate of consumption the tax which
finances the legislation does not constitute a burden upon the con-
sumer. I shall not refer to the particular section. It is what was
known as the La Follette amendment, requiring the Secretary to
make his estimates in such a fashion that a constant per capita supply
should be kept up.

Now, then, in the present cris;s the Secretary has taken full ad-
vantage of that, and the estimate of consumption, the withdrawal of
all the marketing quotas, has been such that every sugar-producing
area, insular or otherwise, which can bring sugar into the United States
is free to bring in every pound it can bring in. Cuba can bring in
all the sugar it produces. The Philippines, Hawaii, the Virgin
Islands, Puerto Rico, and all the rest can bring in all the sugar they
produce. There is no limitation, and the quota does not constitute
a limitation. The quota, Mr. Chairman, is a cushion upon which
this industry may fall back when, please God, this emergency is over.
The quotas established in this bill passed by the House do not restrain
the importation of sugar from any area. The bill merely provides
that when the emergency is past and the time is again upon us when
there will be a world surplus of sugar we shall protect our domestic
supply by this cushion which provides only a 4-percent increase over
that which we formerly had.

Now, then, another amendment is that which provides for an in-
crease of the benefit payments, so-called, the basic rate increase,
so-called, from 60 to 80 cents, but the greatest care was observed in
drawing that provision. The purpose was, Mr. Chairman, to guar-
antee to the small producer, the family-sized farm, that lie would be
able, if he increased his production of sugarcane or sugar beets, to
meet the increased costs which unfortunate events are bringing
upon him.

I am not the author for the statement that there has been an
increased cost. The marketing service of the Department of Agri-
culture has given out its formal report that the cost of cultivating
sugar beets today is more than 20 percent greater than it was at the
time that the parity price of sugar was computed. So, Mr. Chairman,
if it is desired, as it seems to me it ought to be desired, that we use
our own facilities for the production of our own sugar to supply to
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our own consumers here in the United States, then certainly we should
make it possible for the small producer of sugar beets and sugarcane
to come to the aid of the consumer.

Now, the schedule of payments was carefully cut down, carefully
scaled down, so as to avoid, as far as possible any danger of increased
payments to the large producers of sugar.

Now, let me again emphasize the fact that the revenue derived
front this law-now about $80,000,000 this year, I think-is more
than sufficient to pay for all of the benefit payments and all the cost
of operation. The cost of administration, as I recall, is estimated
at about $48,000,000 or $49,000,000 less than that. The normal
revenue was over $60,000,000, but owing to the great increase in
sugar consumption during the past year the revenue, as I say, this
year will be about $80,000,000.

Senator DANAIER. What would be the effect, Senator, if the base
rate of benefit payments were decreased from 60 to 40 cents?

Senator O'MAHONEY. It would make it utterly impossible, com-
pletely impossible, for the sugar farmer to operate.

Senator DANA .J . I expected that answer.
Senator O'MAHoNEY. Let me say this, Senator, that one of the

basic principles in this act was to increase the wages of the workers in
the sugar industry, particularly those upon the farms, and to abolish
child labor. Th, producers of sugar in the South and in the West,
the producers of sugar in Hawaii and in Puerto Rico, in all of the areas
under our flag, were very glad to cooperate in that respect, and they
did cooperate. and the costs were thereby increased.

Senator DANAHER. My next question is: If the increase in the base
rate from 60 to 80 cents will not be a burden on consumers, on whom
will it be a burden?

Senator O'MA HONEY. I am glad that you asked that question be
cause it opevis up another one of the very interesting phases of our
very complicated economic life.

Senator DANAHER. Well, it is fundamental in this bill.
Senator O'MAIONLY. It is fundamental, Senator.
Tite processing industry, both the refining of cane sugar and the

processing of beet sugar is a concentrated industry. It is carried on by
industrial corporations, and the industrial corporations, the big
refineries on the east coast, the big processors in the Rocky Mountain
region and in the Middle West, because they are able to work upon a
national scale; have always been able to make a better profit out of the
industry than the farmer has been making.

The processing tax has been a mechanism whereby the profits have,
as it were, been divided. The processing tax is paid by the processor,
because the prices control. It is not paid by the consumer. Witness
the fact that the price of sugar today, even in this crisis and before the
ceiling was placed by the 0. P. M., the price of sugar is far lower in the
United States than it had been during the crisis ofthe last World War.
Then, the price of sugar, with no processing tax, with no sugar bill,
with the United States dependent upon the insular areas, went up to
7, 8, and finally immediately after the war to more than 20 cents a
pound.

Senator DAvis. What is the price of sugar now?
Senator O'MAHONEY. A little over 5 cents. The retail price here

is 5.2 cents, is it not, Dr. Bernhardt?
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Mr. BERNHARDT. Six cents in the United States.
Senator O'MAHoNEY. The retail price?
Mr. BERNHARDT. 6.0.
Senator DAVIS. When I last looked into the wages of the beet-

sugar workers they were very low. Have they been increased in the
last year?

Senator O'MAHONEY. Yes, indeed. They have been increased
by the action of the Sugar Section.

Senator DAvis. Have you got a schedule of the wages paid now?
Senator O'MAHONEY. No; I do not have that here. But it is

available.
Senator DAVIS. I wonder if you can put that into the record?
Senator O'MATIONEY. Dr. Bernhardt, will you see that it is taken

care of?
Mr. BERNHARDT. Yes.
Senator DANAHER. Senator O'Mahoney, I believe you have not

concluded on this point.
Senator O'MAHONEY. I was going to say the result on this mech-

anism is that the sugar industry in itself pays the tax. The processor
by and large pays half of it, and the producer pays. half of it. The
benefit payment is a mechanism, as I say, whereby there is a transfer
of a portion of the income received through the processor to the
farmer.

Senator DANAHER. Do you recall that some months ago the
Senator from Virginia, Mr. Byrd offered for the record a list of
payments that had been made to farge industrial sugar operators?

Senator O'MAHONEY. Yes.
Senator DANAHER. That list ran for two or three pages and in-

cluded only payments at $10,000, or more.
Senator O'M7AHONEY. That is right.
Senator DANAHER. And to some such producers or industrial

operators there were payments of over $400,000.
Senator O'MAHONEY. I would not say "some," I would say to a few.

Now, it would be possible-and I shall endeavor to do that, but I
cannot do it at the moment-to show the tax that was paid by those
very same units.

Senator DANAHER. If you increase the base rate, the payments back
to such organizations would increase pro rata even though there was
a division with the producer.

Senator O'MAHONEY. As I say, the scale-down here, the new scale-
down is much more drastic than that in the present law and was
drafted for the purpose of meeting exactly that situation. If the
Senator will look at page 6 of the bill before him he will see that the
proposed increase here from 60 to 80 cents, the total proposed in-
crease is received only by those who produce less than 350 tons of
sugar. Beginning at 350, from 350 to 700 tons, there is a scale-
down of 5 cents, and so it goes on by ready stages until those who
produce over 30,000 tons have a scale-down of 50 cents.

Senator DANAHER. One other question and I shall have rested-
in peace, I hope. As I recall it, it was in June of this year that
0. P. M. fixed a ceiling of 3% cents on sugar.

Senator O'MAHONEY. Yes. That was the raw value.
Senator DANAHER. If there be price control which would freeze

that price would there be a conflict between any such ceiling and the
effect of this bill?
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Senator '0MAHONEY. No; I do not think so. I think ceiling would
only emphasize the effect of the bill by controlling the price of sugar.
Now, understand we have no objection to controlling the price of
sugar. We have felt that, because of the very large amounts of sugar
which were coming in before the crisis exactly developed the price of
sugar was lower than it should have been. It had gone down to con-
sid crably less than 5 cents a pound paid by the consumer at retail,
and as a result, the producer, the farmer, felt that in his contract with
the processor, which was tied to the returns, don't you see, that the
processor gets-he was not receiving as great a price as he should
receive.

Senator DANAIIER. Thank you.
Senator BARKLEY. May I ask you in what respect this bill differ

from the present law? "
Senator O'MAHONEY. Senator Barkley, I was just saying that prob-

ably just before you came in. In the first place, the bill extends the
law for 3 years. It expires now on the 31st of December. In the
second place, it increases the minimum continental quota by about 4
percent, and, as I pointed out, that quota does not become effective
until the consumption estimates are restored. Under present condi-
ditions every area may send into the United States as much as it can
produce. Now, this 4-percent increase is taken principally from
Cuba.

Senator BARKLEY. That is the point that I wanted to get your
reaction to.

Senator VANDENBERG. It does not affect them at the moment.
Senator O'MAHONEY. That is thepoint.
Senator BARKLEY. We are in a different situation now, interna-

tionally speaking. Cuba having just declared against Japan ling
herself up with us in this fight, what psychological effect will this bil
reducing the quota, have on Cuba?

Senator O'MAHONEY. The point, Senator, is that it does not affect
the present status of Cuba at all.

Senator CLARK. It does not quite affect the present status of Cuba
at all, but it woulG seem to me to be a very unfortunate time to more-
or less slap Cuba in the face the day after they declare war. I in-
tended to vote for this bill before the war situation.

Senator O'MAHoNEY. I do not think anybody supporting this bill
would want to slap Cuba in the face, and I do not think this bill does
slap Cuba in the face, because the fact is that Cuba, if this bill should
become a law tomorrow, may continue to send in all that it is now
sending in.

Senator BARKLEY. It may do that during the life of the act?'
Senator O'MAHONEY. A long as the estimate of consumption is-

where it stands.
Senator BARKLEY. If the estimate of consumption comes down.

again, there would have to be a reshift of the quota and then Cuba
would lose in proportion as the continental United States, is that
true?

Senator O'MAHONEY. That is about 52,000 tons, as I recall.
Senator GUFFEY. Is that a reduction of refined sugar?
Senator O'MWHONEY. There is a reduction of 75,000 tons in the

amount of refined sugar that Cuba may send into the United States,
but that does not affect its total quota. It may send that 75,000
tons in in raw sugar. It is merely a transfer of refined to raw.
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Senator BARKLEY. In addition to that possible increase in the
domestic quota there is an increase from 60 to 80 cents in the pro-
vision here that you referred to a moment ago?

Senator O'MAHO.NEy. That is right, to meet the increased cost.
Senator BARKLEY. Are those the only changes under the present

law?
Senator O'MAHONEY. There is a reallocation of the Philippine

deficit, and then there was an amendment which deals with the
definition of liquid sugar. There is a redefinition of liquid sugar.
This new definition was perpared for the reason that we were advised
that, under the present definition, a considerable quantity of sugar is
coming into the United States in liquid form without being subject to
the quota and without being subject to a tax. Now, I may say that
this morning I learned from authoritative sources that perhaps this
definition is not as accurate as it might be. I hoped that it was. I
have no desire, and I am sure nobody who supports the bill has an
desire, or any proponent of the bill, to do more than was intended,
that is to say, to make certain that all sugar which comes into the
United States is under the operation of the law, and I am going to
look into that matter further.

Senator BARKLEY. You spoke of the Philippine deficit. What effect
does this bill have upon that? Is there any reshifting or reallocation
of that deficit?

Senator O'MAHONEY. Yes; there is a reshifting of that deficit.
Senator VANDENBERG. It still leaves a maximum permission there,

does it not, equal to all the sugar these areas ever sent us?
Senator O'MANONEY. That is my understanding. Under the pres-

ent law the deficit of Philippine sugar goes only to foreign countries
other than Cuba. This provision is to the effect that the domestic
beet area and the mainland cane area shall receive proportionately
any deficit of duty-free refined sugar from the Philippines. Then the
first 100,000 tons of the remainder of any deficit would go to foreign
countries other than Cuba, and the balance would be distributed pro-
portionately to Hawaii, Puerto Rico, the Virgin Islands, and Cuba.

Senator VANDENBERG. Now let me ask you this question: Does not
that 100,000 equal the maximum sugar that ever came to us in any
one year from all of these areas?

Senator O'MAHONEY. That is my understanding. There was no
intention to cut off or to cut down below the normal impqlrt from
those areas.

Senator BARKLEY. Under the arrangement Cuba is eliminated from
participation in the first 100,000; is that true?

Senator O'MAHONEY. Under the present law Cuba may not par-
ticipate at all.

Senator BARKLEY. That is what I understand. I mean under the
rearrangement, as I understand it, the first 100,000 is allocated to
countries other than Cuba.

Senator O'MAHONEY. That is right.
Senator BARKLEY. Above that there is an allocation to certain

countries including Cuba.
Senator O'MAHONEY. That is the next deficit. The first deficit of

duty-free refined sugar goes to the continental areas, beet and cane.
Then, secondly, the first 100,000 tons of the remainder of any deficit
may go to foreign countries other than Cuba. That was following the
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resent law. The balance, that is, all after that 100,000 tons, would
e distributed proportionately to Hawaii, Puerto Rico, the Virgin

Islands, and Cuba.
Senator B.ARKLEY. So that Cuba and the Virgin Islands come in the

third category?
Senator O'NAHONEY. That is right.
Senator VANDENBERG. Is not that a gain for Cuba?
Senator O'MAiONEY. As I see it, it certainly is, because there is

likely to be a much greater deficit now than we imagine.
Senator TAFT. What is the allocation of the Philippine duty-free

quota for the refined and unrefined sugar?
Senator O'MATIONEY. Dr. Bernhardt, may I ask you for those

figures?
Mr. BERNHARCT. There is approximately 50,000 tons of refined

sugar coming in from the Philippines. That is covered apparently
by the first clause. If that would be divided, that quantity would
be divided as between beet and cane areas.

Senator TAFT. Then there are 800,000 or 900,000 tons of raw
suma?fu|r. BERNHARDT. The quota is equivalent to about 982,000 short

tons.
Senator TAFT. So that this provision would give 50,000 tons-
Senator O'MAHONEY (interposing). To the domestic beet and cane

areas.
Senator TAFT. Unless there was a complete deficit. Why would

there be any deficit in refined sugar at all? Why would not they ship
all the refined sugar then can first?

Senator O'MAHONEY. As a matter of fact, the Philippines have not
been shipping their dutiable sugar. They are not anxious to ship
that. They want to ship the duty-free sugar. The quota to which
Dr. Bernhardt referred is the quota which does not pay any duty.

Mr. BERNHARDT. I beg your pardon. The 50,000 tons is the duty-
free.

Senator O'MAHONEY. That is what I say. I meant the 800,000.
Senator TAFT. Why would there be any deficit in that? I should

think if there was an' deficit, if there was a shortage, they would cut
down on the raw sugar rather than the refined, so they could refine it
themselves.

Senator O'MAHONEY. They do cut down on the dutiable refined.
Senator TAFT. I understand that.
Senator O'MA HONEY. This provision does not affect any sugar

which is duty-free.
Senator TAFT. Yes; the maximum, as I understand it, would be

50,000 tons that might go to the beet and cane areas.
Senator O'MAHONEY. That is right.
Senator TAF-. Why would there be any shortage in the refined as

opposed to the raw? Why would any shortage be in the raw sugar?
Senator O'MAHONEY. I am frank to say to you I have never inves-

tigated the motives that have actuated the Philippines in their
conduct of this business.

Senator TAFT. I understand it as to the dutiable sugar, but I am
wondering why they do not ship duty-free refined sugar first and use
this quota up so there is no quota to reallot, even under the terms of
this bill.
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Senator O'MAHONEY. This is the fact: If they do not ship, then
we do not get it.

Senator TAFT. Now let me ask you one other question. Supposing
that there is no Philippine shipment, there are no Philippine shipments
at all-and I do not believe there will be any Philippine shipments
for the next year-now, why cannot it be taken care of? Why cannot
some part of that quota be allotted directly to the domestic areas
instead of taking it away from Cuba? In fact, in order to get enough
sugar, are not we going to have to increase the quotas for this year,
1942?

Senator O'MIAHONEY. Of course I am talking about a bill that was
drafted before the present condition developed on Sunday last. What
you say is absolutely correct. The probability is that we will have
a much greater deficit than was anticipated.

Senator TArt. Then the entire deficit will go outside the United
States? I mean, outside of the continental United States.

Senator O'MAHONEY. I can see that it might be desirable to make
a further amendment of this provision. I can conceive that it might
even be changed so that a part of this deficit, this Philippine deficit
should go to Cuba and other foreign countries.

It would not be possible, under the present law, but the fact that
confronts us is that the present law expires on the 31st of December,
and I am anxious that we pass a law as rapidly as we can with as little
change from the House bill as possible. It should be borne in mind
that this bill, which is now before this committee was passed by more
than a two-thirds vote of those who were present and voting in the
House.

Senator BARKLEY. On what date did it pass the House?
Senator O'MAHONEY. On the 1st of December.
Senator BARKLEY. Yes. So the situation which we now face had

not developed then.
Senator O'MAHONEY. That is right.
Senator BARKLEY. And if we should make any changes, as appear

to be justified here under the new situation, likely the House would
concur.

Senator O'MAHoNEY." Well, I am very glad to have the leader say
that. My hope would be that it would.

Senator BARKLEY. I am asking the Senator if he did not think the
likelihood would be that it would concur?

Senator O'MAHONEY. I would like to have his opinion rather than
mine.

Senator BARKLEY. I am not expressing an opinion; I am expressing
a hope.

Senator O'MAHONEY. I share the Senator's hope.
Senator GUFFEY. He is a tobacco expert, not a sugar expert.
Senator VANDENBERG. He is a hope expert.
Senator O'MAHONEY. Now, Mr. Chairman, I do not want to

burden the committee.
I think I have covered this subject generally, and to some extent,

specifically, and, as I said, in opening, until I have read the state-
ment of the Department of State, and of the Department of Agri-
culture, I do not know that there is anything more that I could say
that would not be repetition.

The CHAIRMAN. Senator Johnson, did you wish to make a state-
ment at this time?
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Scnator.JoHNso-., I do not care to make a statement at this tine.
The CHAIRMAN. Senator Pepper, did you wish to appear at this

time?
Senator PEPPER. Senator, do you care to make any announce-

menit? I have not seen the rtp)rts from the departments.
Do you care to make any announcement as to the substance of

those reports?
Tne CHAIRMAN. They have been put in the record, Senator.
The repoi ts are adverse from the Secretary of State and the Secre-

tary of the Interior. They raise much the same questions as have
heretofore been raised, with some additions.

The Department of Agriculture-the Secretary of Agriculture has
made sonic suggested amendments and has concurred in the Secretary
of State's objections substantially.

Senator GUFFEY. 11"hat dates were those reports written?
The CHAIRMAN. The Secretary of Agriculture reported on Decem-

ber 9; the Secretar'y of the Interior on December 5; and the Secretary
of State sent over his report yesterday, the 9th.

Senator GUFFEY. Was it written before Sunday, do you think?
The CHAIRMAN. It is dated since Sunday, dated yesterday.
Senator VANDENBERG. The departments were all adverse in their

reports to the House and the House concluded, in its wisdom, that,
the opposition at that time was unwarranted.

The CHAIRMAN. All right, Senator Pepper.

STATEMENT OF HON. CLAUDE PEPPER, UNITED STATES SENATOR
FROM FLORIDA

Senator PEPPER. Mr. Chairman, and members of the committee.
all of us realize that considerable benefits, particularly to the sugar
industry, both the refiners and producers have been derived" from the
sugar legislation which began in 1934 with the Jones-Costigan Act.

There has been one unhappy aspect about this sugar-control legisla-
tion, however, particularly as respects States like Florida which were
late in coming into the picture as sugar producers.

The quota system is based in principle upon the historical base,
which means tfiat the system was relatively frozen as it existed at the
beginning of the sugar legislation, which was in 1934.

Well, now, at that time, our State had just gotten into production.
It had one company which was in production in the Everglades of
Florida, which had gone into a reorganization after earlier efforts to
produce and to refine sugar, after a rather lengthy series of experi-
ments in the right kind of cane and best inethod of production and
the like.

So that, ever since that time, in spite of the fact that probably
Florida is as uniquely fitted for tie production of sugar, insofar as
available acreage anA( the adaptability of that acreage for sugar
production is concerned, as any State ini the Union.

Senator .PtlLK. They say about Florida, that Florida could pro-
duce all the sugar needed in the United States.

Senator PEPPER. That is substantially true. We have hundreds of
thousands of acres of land where sugarcane grows as high as 18 feet.,
sometimes 20 feet high, where they have worked out. the kinds of
sugarcaie which are ideally adapted( to the soil.

66102-41-5
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Consequently, here is an area which climatically and in respect to
its soil is uniquely fitted for the production of sugarcane, and yet by
reason of the sugar quota system, practically freezing the situation as
it existed when this legislation was inauguarated, our ability to expand
has been thwarted.

Now then, the existing sugar legislation provides in case of emer-
gency, and so forth, the quota system may be lifted by Executive
order, and that has been done, so that, at the present time, there is
no uota system.

I? I understand correctly the effect of the Executive order, there is
no restraint against either the production of sugarcane on the farmer,
or the refinement of sugar on the mill.

Senator T.r.r. No limitation on acreage?
Senator PEPPER. No limitation on acreage, and if I am not incorrect,

Senator, in my understanding, there is no existing limitation upon
marketable sugar.

In other words, if you could get the materials from the priorities
authorities, you couldgo and build another sugar mill in Florida for
the first time.

Senator TAFr. Or in Ohio?
Senator PEPPER. Or in Ohio, or any other State, of course, and you

could go out and put additional acreage into production if you cared
to do so.

Now here is the position in which we find ourselves, which I want
to lay before the committee. I feel it is my duty to do it as the
Senator from Florida.

It is recognized now that in order to meet the existing emergency
all of our domestic areas, as the Senator from Ohio indicated a moment
ago, should go into increased sugar production, and even perhaps in-
to increased sugar refining.

Now then, everybody is doing that,, not only with lawful authority
but with acknowledged merit in their course. It is desirable, in the
public interest, that they do do it.

Now, those people who have come into the picture recently under
this Executive Order which removed the quota system, or who shall
come in between now and any subsequent restrictive legislation, I
submit are just as bona fide sugar producers and sugar refiners as
anybody else.

If you reenact this law, which on its own terms expires on Decem-
ber 31, if you reenact that law and reimpose the sugar quotas they
will eventually go back into effect when the emergency is over and
freeze the system back into what it was prior to the time of the lift-
ing of these restrictions by executive order, so that all these people
who have, in good faith and with merit'in their course, come into
production, or into the refining of sugar under existing situations and
conditions, will be squeezed out, will be frozen out of the picture.

They wil! have to plow up their acreage and will have to stop
their mills for they cannot sell the sugar that is refined in them.

Now, I realize that those who are engaged in the production of
sugar with some reason, could say, "Well, there will be chaos in the
sugar industry in that subsequent day when the emergency shall
pass.I

If we do not have some orderly arrangement about quotas, both
in production and in refining of sugar, the price of sugar will drop
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below the cost of production, and there will be confusion in the
industry.

Now, I respectfully, Mr. Chairman and members of the committee,
submit this:

We are perfectly willing to vest in the Secretary of Agriculture, or
anybody else that the Congress might see fit to vest that power in,
the power to impose quotas and to bring order and orderliness to
the industry, but I do believe that it is fair for the quotas that might
be imposed at that time to be imposed in view of the production at
that time, the situation as it then exists rather than the situation as
it existed prior to the time of the Executive order lifting the quotas
imposed under existing law.

In that way, you will be dealing with the realities of the situation,
and that these newer arrivals on the scene who, by that unhappy
time, or happy time, may have been in the production of sugar for
years for all we know, they will be treated with as much consideration
and will be entitled to as much consideration as anybody else.

In other words, we all know that one of the rather unsalutary
effects of the quota system is that it in substance, gives a certificate
of public convenience and necessity to a producer or refiner to produce
or refine sugar, and we give, in substance, a monopoly to that par-
ticular class of our people to engage in that particular kind of pro-
duction.

Now, it is a pretty severe restraint to tell a person that he cannot
grow sugarcane on his own land, and that he cannot refine the output
of his own factory. None of us want to impose those restraints,
except in response to an imperative command of the public interest.

Senator VANDENBERG. Do not we do that in connection with all
acts of Congress?

Senator PEPPER. We do.
Senator CLARK. In connection with wheat, cotton, and everything

else.
Senator PEPPER. I realize that, but I say none of us want to do it.

I am sure the Senator will agree, except in response to the imperative
command of the public interest.

Suppose now we were reenacting other systems and everybody that
might begin to grow coin, let us say, for the next 5 years, would not
get the right to continue to grow corn at the end of the 5 years but
will be squeezed out and corn production limited to those who were
groinn, c)rn 6 months aga?

Not because I am not sensible, Mr. Chairman, to the desire of the
industry to keep up production, but if the quota that formerly existed
is to be preserved in the extended law, from Florida's standpoint and
from the viewpoint of all those who are directlyy interested, whether in
Nebraska or anywhere else--we heard Senator Norris speak about
the new areas out there that are coming into production by irrigation,
that want to come into the sugar production picture-I say on behalf
of all those new producers, new refiners, that conic into the picture,
if we have another quota system it ought to be based upon production
and rcfininq as it exists at lie time the quota system is imposed, which
is not possible if you renew this law in the terms in which it now exists.

Senator VANDENBERG. We had better give you notice now as to
why the enactment of the law is proposed, had we not, if we are not
going to do that?
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Senator PEPPER. If we are not going to (10 that. Of course every-
body that meets the national emergency now about production will be
saying, "While my neighbor over iere who got into production a few
years ago can continue to produce, but I, who am coming up now to
meet the national need, I am going to be squeezed out." Senator, I
am not quite sure that we have the right to squeeze out one of those
fellows who comes into production under lawful and encouraging
circumstances and give a vested right to the other fellow, his neighbor,
to continue to produce. Why is 1934 such a magical year that it
forever fixes everybody's status and you cannot possibly get out of it
hereafter?

Senator VANDENREIV. Is not that the indictment against the entire
agricultural control?

Senator PEPPET?. I do not think it necessarily is. I am not oppos-
ing the quota system, Senator, but I am simply pointing out that we
freeze the existing situation in 1934 relatively. Now, I (in not dhink
1934 ought forever to be considered the criterion. I see no reason why
1941, or 1943, or 1945 might not be considered, at least the St cretary of
Agriculture might not be given discretion to take into consideration
the picture as it then exists.

In Florida, for example, we have got this situration-and this is a
statement that has been verified at the Department -approximately
85 percent of the sugarcane production of Florida is attributable to
one firm, the United States Sugar Corporation, while 40 prodricers
account for the remaining 15 percent.

Now, I said at one time here in this committee that I did not favor
monopoly in my-State any more thnn I favored it in any other State
in the Union. Now, this one corporation started in the production of
sugarcane in Florida. I attended the opening of its first mill in 1920.
It got under way. It was able to experiment on a large scale and it
had capital whicr was largely supplied by industrialists. One of the
big corporations, the General Motors Corporation, is one of the prin-
cipal stockhohlers in this company. Very few of then are Florida
people. They have come in and established a great business, an(i I
am proud for tlrvni, we tvant to encourage it, but the way this sugar
bill operates in Florida, they are in fact granted a relative monopoly
in the production and refinement of sugareane in our State. That is
not fair to the rest of the people of the State. As it exists now, the
more quota we get they keep on getting 85 percent of it. Last year,
for example-tthe figures have been slightly changed but the percent-
ages I do not think are changed-Florida find 24,000 acres. That was
its acreage quota. The United States S1rgar Corporation had 20,000
of those acres. Another corporation called Fellsnere had 3,000 acres
while the other farmers, the actual owners of the soil, the actual
farmers in the Everglades altogether had 1,000 acres.

Now, they have got a tract of lnd in the Everglades where they
have got 5,000 acres for the tenant farmers that they have put on
there, the underprivileged farmers, and they want those people-I
have talked to them about it- they want them to grow a little cane,
anni umer the existing law they cannot grow but 5 acres; I say if tho
Farm Security Administration wants to build another sugar mill and
let thes, fello's market their production, they ought to have a chance
to do it and not" say to every citizen of Flori a forever, "Because you
were not producing, in 1934, you will never be able to get into this
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picture"; that is the reason it comes very acutely home to the majority
of our people.

Senator TAFT. Mr. Chairman, may I ask before the Senator ends,
whether the departments are opposed to any reenactment, or do
they want the law reenacted exactly as it was? Mhat is the position
of the Department of Agriculture? Do they want to reenact the
law exactly as it was, or do they want to leave it wide open for the
present?

The CHAIRMAN. Senator O'Mahoney has the report there.
Senator OMAHONEY. I was just reading the report of the Secretary

of Agriculture. I gather from this that the Secretary of Agriculture
is not opposed to the continuance of the law as it is. I have not
finished tle whole letter. It has proposed certain administration
amendments which I have not had an opportunity to read as yet,
and then argues that the Department of Agriculture desires to con-
tinue a sugar act.

Senator PEPPER. I say, Mr. Chairman, and members of the com-
mittee, if the bill is to be reenacted-and I have no objection to it
except what I have said here--at least then so far as the status is
concerned in any of those areas, I submit there ought to be a dis-
cretion in the Secretary to allot the acreage within a State if not
within an area, so that fairness may be done to these new people
who have conic into the picture to meet the needs of the national
emergency.

Now, one of the Congressmen from my State, Congressman Peter-
son, has suggested to me a couple of amendments which I would
like to leave with the committee.

Thie first one says:
Section 301 of the Sugar Act of 1937 Is amended by adding to section 301 at

the end thereof the following:
"Prorided, That in order that no regulation or determination may be made

hereunder which would result in the plowing out or destruction of sugarbeets or
sugarcane now planted, the proportionate share for each farm shall not be less
than the acreage planted to sugar beets or sugar cane on the date this amendment
becomes effective."

That would simply mean that no ftiture quota limitation may reduce
any quota below what it is now, or at the time this bill miight be
enacted. The other amendment is:

Section 301 of the Sugar Act of 1937 is amended by adding to section 301 at
the end thereof the following:

"Proridcd, That nothing herein contained shall permit the Secretary to f6K the
proportionate share for any farm at less than the acreage planted to sugarbeets
or sugarcane at the date this amendment becomes effective."

Senator VANDENBEHOT. How would those amendments help you if
you are going to freeze the thing on the basis of now?

Senator PEPPER. They do not really solve the problem, Senator.
I was getting to the heart of it.

Senator VANDENimn. They do not reach your problem at all.
Senator PEPPER. No; they (Io not.
Senator TArr. They do not reach sugar beets, because there are

no sugar beets planted in Florida.
Senator PEPPER. Dr. Bernhardt, when was the Executive order

made? About a month ago, was it not?
Mr. BERNHARDT. About a month ago the Secretary of Agriculture

announced there would probably be no limitation oi the 1942 crop.
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Senator PEPPER. Then, there was removal of restrictions last year
for a while.

Mr. BERNHARDT. That was by Executive order in 1939, at the out-
break of the war. That was by Presidential order. The present
situation, however, arises from the fact that the 1942 crop would, of
course, be unrestricted in any event, if there is no legislation, and if
there should be legislation in the form in which it is now the provisions
of that act would require no limitation. That has not been by Execu-
tive decree, it automatically follows from the language of tie act as
it now stands or the probable continuance of the act.

Senator PEPPER. I think what Mr. Peterson was getting at was
this: For example, I think the sugar company in Florida has probably
planted, due to the advantage of one of these Executive orders, that
of the President or that of the Secretary, has planted perhaps more
than it technically might be allowed under the quota system and it
would have some advantage by not being required to plow up the
planting that it so far had made. I have no quarrel with that. If
it is a fair principle I commend it.

Mr. Chairman, do you think thn committee is likely to pass on this
matter finally this morning?

The CHA1MAN. I do not think so. There are several witnesses
here.

Senator PEPPER. I would like to ask leave, Mr. Chairman, to
submit a couple of amendments to the committee for consideration.
The first amendment, in substance, would be that the Sugar bill shall
be reenacted but there shall be a discretion fairly vested in the Secre-
tary of Agriculture to make such adjustment in the quotas as now
exist in the law as might be fair to the situation as it should exist when
the quota system is actually reimposed.

That is peihaps cumbersomely stated, but that is the substance
of it..

The CHAIRMAN. You may prepare an amendment.
Senator PEPPER. The second amendment I would like to suggest

and leave with the committee later in true form is this:
That at least not more than three-fourths-and I shall suggest, not

more than one-half-of the total quota of any one State shall be had
and enjoyed by any one person, firm, association, or corporation if
there are other bona fide citizens who are ready, willing, able, and
desirous of enjoying the quota advantage.

The CHAIRMAN. You may prepare the amen,..nents.
Senator PEPPFR. I will prepare them.
(The amendments referred to are as follows:)
Mr. Pepper of Florida offered the following amendments to H. R. 5988:
Insert at the end of section 1:
"Provided, however, That the Secretary shall be authorized to so redistribute

the amount of sugar needed to meet the requirements of consumers so as to give
effect to any modifications or changes in production facilities which may come
into existence during the period covering th act in the respective areas: Prodded,
further, however, That the modifications to be made by the Secretary in such case
shall not exceed one per centum of total consumption requirements."

To amend section 302 (b) by dropping off the period replacing it by a colon
and adding the following proviso:

"Provided, however, That the proportionate share for any farm shall not exceed
50 per centum of the total proportionate shares for all farms within a State, so
long as there are applicants for proportionate shares within such State with
ability to produce."
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The CHAIRMAN'. Senator Taft, the Secretary of Agriculture con-
cludes his statement with this language:

The Department recommends enactment of a bill to continue the program
provided for under the Sugar Act of 1937without controversial changes or featturcs
which are contrary to the policy of the administration.

It states that if there is to be a continuation of the Sugar Act of
1937, as I understand it, or the bill before the committee is to be
approved, it then suggests several administrative amendments.

Senator Ellender.

STATEMENT OF HON. ALLEN 1. ELLENDER, UNITED STATES
SENATOR FROM LOUISIANA

Senator ILLENDER, 'Mr. Chairman and gentlemen of the commit-
tee, I am not desirous of taking up any of the time of the committee.
I think the distinguished Senator from Wyoming has fully outlined
the contents of the bill.

With respect to the statement made by the Senator from Florida
about the conditions in his State, I might say that the reverse is true
in Iouisiana. As I recall, only 3 corporations in Louisiana control
12 percent of the sugar production and the rest of it is distributed
among 11,000 to 12,000 farmers.

Now, at the proper time, I would like to present to the committee
an amendment to the Sugar Act that was adopted by the Senate last
year at my request, with respect to the prohibition against the use of
child labor. As the law now reads, no matter how innocent a farmer
may be in employing a child under 14 he is denied his benefit pay-
ments. I presented to the Senate last year quite a few cases showing
that the farmers had done all they coudd in avoiding the employment
of child labor, but it was found after some research by agents of the
Government that, as a matter of fact, some of the children employed
were under age. Accordingly, the farmers were penalized to *the
extent of complete forfeiture of their benefit payments and it was
necessary for me to present to the Congress a bill, which wa- adopted,
granting relief from the rigorous penalty imposed under the terms
of the original Surar Act. At the proper time, if the chairman
permits, I should like to offer an amendment similar to the one that
was adopted by the Senate with respect to crops 'of 1938, 1939, and
1940.

The CHAIRMAN. You may do so, Senator Ellender.
Senator O'MAHON.EY. Mr. Chairman, may I say I have had the

advantage of reading the letter of the Secretary of Agriculture now
and Senator Ellender has not. It is my understanding that the
Secretary of Agriculture recommends such an amendment as Senator
Ellender suggests.

Senator ELLFNDER. I was not aware of that fact, Senator.
The CHAIRMAN. Is Senator Andrews present?
There is request by him to be heard.
(No response.)
The CHAIRMAN. Are there any other Senators from any of the

sugar-producing States that desire to be heard at this time on the
matter?

Senator Murray.
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STATEMENT OF HON. JAMES E. MURRAY, UNITED STATES SENATOR
FROM MONTANA

Senator Mun .,y. Nfr. Chairman, I represent the sugar growers of
Montana and have already submitted an amendment, which is now
before the committee here, I believe. My amendment calls for a very
slight increase in the quotas for the domestic producers. It seems to
me that in face of the conditions which have developed as the result
of the war serious consideration should be given to this proposed
amendment of mine.

As we all know, the production of beet sugar in the Western States
is n very vital industry out there. We have great sections of the West
where it is inil)ossibl to raise any other crop except, sugar, unless we
go into the production of crops which create a surplus in the country.
Therefore it is vei ° vital to some of these W\stern Statcs that we
should get some slight increase in the production of sugar.

My understanding is that during 1941 and 1942 there will be an
abnormal demand for sugar and that the sugar deliveries' today are
running well over 1,000,000 tons annually beyond the basic quota,
which would seem to justify a reasonable expansion.

I understand that the Department is figuring on receiving sugar
from the Philippines and from Hawaii, which may not materialize, it
may not be possible to get the amount of sugar that is expected to
come from the Philippines and from lawaii, and the amount which
we are asking, which has the approval of the beet-sugar growers of the
WVest, is approximately 200,000 tons above what had been the usual
quota.

This will add an additional 200,000 tons of sugar to the domestic
beet and cane quotas. The increase will be divided between the beet
growers and cane growers on the ratio fixed in the sugar bill, namely,
42.49 percent for the domestic beet sugar and 11.52 percent for
domestic cane.

It seems to me, in view of the conditions which have been brought
about as the result of the war, that very slight increase in the
production of sugar in the country should be recognized as necessary
at this time.

I will not take the time of the committee. I realize you are more
familiar with this subject than I am. I am here merely to represent
the Western Beet Growers Association which approves this amend-
meit that I am submitting. Unless we can get an average increase
in Montana it is going to result in great distress to the farmers there
who have the land, who have the water and are able to produce this
sugar and are not allowed to produce it.. I submit that this amend-
mrnt of mine is very reasonable. It is an expansion which I am sure
will be found to be absolutely necessary as the result of war conditions.

The CHAIRMAN. Thank you very m~uch, Senator Murray.
Your amendment has been printed and is before the committee.
(The amendment referred to is as follows:)

1II. R. 59& 77tb Cong., lIst sess.]

AMENDMENTS

Intended to be proposed by Mr. MURRAY to the bill (11. R1. 5988) to amend the
Sugar Act of 1937, as amended, and for other purposes, viz:

On page 1, line 10, after "(a)" insert "(1)".
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On page 2, following the table between lines 2 and 3, insert the following new
paragraj :

"(2) For domestic beet-sugar and mainland cane-sugar areas by prorating
among such areas 200,000 short tons (in addition to the amount prorated under
paragraph (1), on the following basis:

"Area irr centum
"Domestic beet sugar ------------------------------------------- 78.67

Mainland cane sugar ------------------------------------------ 21.33"
On page 2, line 6, strike out "6,682,670" and insert "6,8S2,670"; and in line 7,

strike out "3,793,802" and insert "3,993,802".

Senator JOhNSON. May I ask Senator Murray a question?
Senator MURRAY. Yes.
Senator JonNSON. I would like to ask whether the Western Beet

Growers Association, whom you represent, is affiliated with the
National Beet Growers Association?

Senator MuIRutv. No; it is an association working for grower in-
terests in close cooperation with other grower associations.

Senator JOHNSON: The National Beet Growers Association, F
might say, are heartily in accord with the provisions of the pending-
measure.

Senator MURRAY. The Western Beet Growers Association is
heartily in accord with the sugar legislation also. They have no
quarrel whatever to make with the quota system as it has been a
great benefit to the producers as well as to the Nation as a whole,
but we are merely asking for this slight increase in production due
to the condition which has developed in the Pacific. It seems to me
we are not going to be able to ge the sugar that we need from the
Philippines or from Hawaii, andunder those circumstances this slight
increase, which will be very beneficial to the western beet growers
and arid sections of the country, will be found to be absolutely
necessary.

STATEMENT OF SENATOR CHARLES 0. ANDREWS, OF FLORIDA,
BEFORE THE SENATE FINANCE COMMITTEE

Senator ANDREWS. 1I. R. 5988, which is to amend the Sugar Act
of 1937 and to continue its provisions as amended for an additional
period of 3 years, was considered by the House Committee on Agri-
culture and passed by the House before what happened to us on
Sunday last.

In view of tie fact that we have now been drawn into the Second
World War, I believe it is important to reconsider the provisions of
this bill. I seriously doubt the advisability of enactinn legislation of
this character at tins time.

All of us recall the sugar shortage that developed during the last
World War, and it is my opinion that we are going to be faced with
another such shortage before this war is won by us and our allies.

As many of you know, tie State of Florida is well adapted for the
production of sugarcane, but the Sugar Act has never let this business
be developed, except in the most limited way. We can, without
delay produce in my State many times tie sugar now being pro-
duced, and in view of the existing emergency, I believe we should be
encouraged to produce to the utmost. I urge the matter be recon-
sidered in tie light of the present emergency.
The CHAIRMAN. We will recess until 2 o'clock.

66402-41-----0
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(Whereupon, at the hour of 11:55 a. i., the committee recessted
until 2 p. in., of the same (lay.)

AFTERNOON SESSION

(Pursuant to thle adjournment for the noon recess, the hearing was
itsuiled at 2 1). in.)

The CHAnR11AN. The committee will come to order.
We are going to have a very meager attendance on the part of the

committee this afternoon because of a conflict with two or three other
important meetings as well as tle Senate session.

The Honorable Pat Cannon, Member of the House of Representa-
lives, hlas submitted a brief on this bill, on the opening legislation, and
desires it to go in the record. It will be placed in the record.

(The statement referred to is as follows:)

STATEMENT OF HON. PAT CANNON, M. C., TO SENATE FINANCE
COMMITTEE RELATIVE TO THE SUGAR BILL (H. R. 6988)

Mr. Chairman and members of the c.omtrmittee, my opposition and
Florida's opposition to this legislation is well known. We are opposed
to a continuation of the restrictive quota provisions of the Sugar Act
of 1937, which allows us to produce only less than 1 percent of the
sugar requirements of the Nation, when we could quickly and easily
produce rnan-fold that amount at prices to the American consumer
lower than th'e sugar produced in any other area supplying the Ameri-
can market.

We object to the 33% percent increase in benefit payments which
this bill carries and feel that the American housewife should have
definite consideration at this time of rising prices.

We object to the manner in which this bill was put through the
House, without hearings and under the gag rule.

We urge that the position of the President, Secretary Hull, and
Secretary Wickard be taken into consideration and the bill not
enacted.

By reason of the fact that the consumptive estimate for the Nation
has been so increased as to amount to a suspension of quotas, and by
reason of the fact that benefit payments will be continued until
Juno 30, 1942, there is no earthly reason for haste in consideration of
this bill. No one will be harmed if the bill is not enacted at all.

We ask, therefore, that the matter be put over until next year when
more mature consideration can be given to the bill and the general
situation.

If the bill interferes with international relations, certainly it should
not be enacted until approved by the State Department and the
President. These are the most critical days in American history-
no action should be taken on the bill at this time.
The CHAIRMAN. Mr. Alexander Walker, president of the Hawaiian

Sugar Planters Association, has sent to the chairman of the committee
a telegram in which he vigorously opposes and protests certain pro-
visions of 11. R. 5988 and Senate 2041, of course being the same, on
the ground that these provisions discriminate against the Territory
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of Hawaii. Specifically, there is a protest against section I which
would reduce Hawaii's percentage share from 25.25 of the domestic
area's portion as provided in the Sugar Act of 1937 to 24.72 percent.
and asking for certain amendments to this bill. The telegram will
be placed hi the record.

(Tihe telegram referred to is as follows:)

(Telegrami

HONOLULU, Decembe." 9, 19,;1.
Senator WALTER F. GEORGE,

United Stales Senate, Washington, D. C.:
The Han-ail Sugar Planters Association, membership of which produces over 95

percent of sugar produced here and employs approximately 40,000 persons.
vigorously protests certain provisions of H. R. 5988 (S. 2401), which discriminate
against Territory of Hawaii. Specifically we protest against section I which
would reduce Hawaii percentage share from 25.25 percent of the domestic areas
portion as provided in Sugar Act of 1937 to 24.72 percent. Section 2 should be
amended so as to permit Hawaii to obtain its proportionate share as other domestic
areas of any deficits in the Philippine Islands quota. Furthermore the bill extends
the provisions of the Sugar Act of 1937 for a period of 3 years, but it does not cor-
rect the original--discrimination against Hawaii contained in the act limiting the
quantity of refined sugar that Hawaii may market in continental United States.
In this connection attention is recalled to the President's statement made on
signing the Sugar Act of 1937 when he said that he had been given "assurances by
Senators representing the great majority of continental sugar producers" that
among other things "that they would recognize the fact that Hawaii and Puerto
Rico and the Virgin Islands are integral parts of the United States and should not
be discriminated against." We in Iawaii are not seeking special privileges but
are simply akmin that we be treated equally with other dnmrtic areas.

It would be unfair and un-American to discriminate against flawaii mer. y
because its citizens have neither vote nor representation in the Senate and If.
R. 59&9 (S. 2401) does contain sections which are both discriminatory and unjust.
The enactment of this bill certainly will constitute a breach of the faith estab-
lished at the time the President signed the Sugar Act of 1937 and-announced
the gentlemen's agrcemeit that would govern future sugar legislation.

H. ALEXANDER WALKER, President.
The CHAIRMAN. A letter from Senator Tydings enclosing a letter

front Governor Ilarwood of the Virgin Islands, asking that the
Virgin Islands be included in the participation of benefit payments
as provided under title 3, section 307, of the Sugar Act of 1937,
and accompanying the letters and recommendation is a proposed
amendment to accomplish the purpose asked.

(The letters and proposed amendment referred to are as follows:)

UNITED STATES SENATE,
WI'ashington, December 9, 1941.

Hon. WALTER F. GEoRoE,
United Statea Senate, l'ashington, D. C.

DEAR GEOROE: I wish you would note the enclosed letter from Governor Har-
wood of the Virgin Islands, asking that the Virgin Islands be included in the
participation of benefit payments as provided under title 3, section 307, of the
Bugar Act of 1937.

He has proposed an amendment to be included in H1. R. 5988 which, I under-
stand, your committee Is considering tomorrow.

I sincerely hope that your committee will consider this amendment for it does
seem only just and fair that the people of the Virgin Islands be given equal treat-
ment In 6gard to this matter.

Thanking you, and with kind regards, I am,
Sincerely yours, M. K TyDINOs.
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UNITED STATES DEPARTMENT OF THE INTERIOR,
Washington, Decemb~r 5, 1941.Hon. M ILLARD F. TvoixnGs,

United States Senate.
My DEAR SEN'ATOR Tri ;os: Referring to my conversation with your secre-

tary, Miss larger, regarding the Sugar Act of 1937, as amended, and which re-
cently has been extended again by H. t. 5988, passed by the House within the past
few lays, I respectfully request that you urge the Finance Committee to include
the Virgin lands in the participation of benefit payments as provided under
title 3, section 307, of the Sugar Act of 1937. For some unknown reason the
Virgin Islands have not for the past 4 years participated in the benefit payments
provided for in the act although such bIenefits were extended to the continental
United States, the Territory of Hawaii, and Puerto Rico. Under the sante act,
however, the Virgin Islands were included in the sections providing for quotas
and the refiners are incumbent to pay the processing tax on sugar coming from the
Virgin islands.

As you in all probability know, the many small growers of ssngarcane in the
Virgin Islands undoubtedly need the benefit payments as provided for other sugar-
cane areas under the American flag more than the continental United States, the
Territory of Hawaii or Puerto Rico, but have been discriminated against during
the past 4 years because we were not included in the original act.

I would, therefore, deeply appreciate your interesting the Finance Committee
in the present act by having section 307 of the Sugar Act of 1937 amended to
include the Virgin Islands of the United States. I am attaching hereto a copy
of a suggested amendment which would accomplish the purpose herein requested.

Thanking you in advance for your courtesy in this matter, and with personal
regards, I remain

Sincerely yours, CHARLES HAWOO,

Governor of the Virgin Islands.

That section 307 of the Sugar Act of 1937 is amended by striking out the word
"and" before "Puerto Rico' and the period after Puerto lico and adding the
words "and the Virgin Islands of the United States." so that this section, as
amended would read as follows: "Section 307. This title shall apply to the con-
tinental United States, the Territory of Hawaii, Puerto Rico, and the Virgin
Islands of the United States."

The CHAIRMAN. A letter from margueritee M[. Wells, Minnenpolis,
Minn president of the National League of Women Voters, accom-
panied by a resolution expressing the views of the National League
of Women Voters as opposed to certain provisions of the bill before
the committee.

(The letter and resolution referred to are as follows:)
NATIONAL LEAoUE OF WOMEN VOTERS,

Senator WALTER F. GEOROE, Washington, D. C., December 9, 1941.

Chairman, Commitlee on Finance,
Senate Office Building, Washington, D. C.

My DEAR SENATOR GEORoE: You will recall that the League of Women Voters
has appeared before the Senate Finance Committee on several occasions In support
of the Reciprocal Trade Agreements Act. Certain provisions of the bill amending
the Sugar Act of 1937, to be considered by the committee tomorrow, would inter-
fere with the prosecution of the reciprocal trade agreements program. These
provisions are also inimical to the United States' good-neighbor policy. I am
attaching a statement which I hope you will file with the committee.

Very sincerely yours, MAROUERITE 1M. WELLS, President.

STATEMENT TO SENATE FINANCE COMMITTEE RE REVIsiONS OF I. R. 5988
REVISING THE SUOAR ACT OF 1937

The onslaught of war emphasizes anew the importance of developing and
maintaining the closest and most friendly relations possible with the other
Americas. Certain provisions of II. R. 5988 revising the Sugar Act of 1937 would
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be a serious blow to sugar-producing Lat in-Arnericaik cotititris. These provisions
of the bill s h dd be eliminated.

Although the provions of the bill night not react to the immediate disad-
vantage of Cuba, its long-term effect moull be adverse, cince it would decrease
the basic percentage share of Cuba In the United States sugar market.

The redefinition of liquid sugar would result in placing a virtual embargo on
sirups front the British West Indies. This result would be a violation of the trade
agrvectet with the United Kingdom.

The provisions of the bill affecting the "full duty" countries of Peru, Haiti,
and the ])ontinican republic have new significance because of the attack on the
Philippines and Hawaii. It would seem wise to assure citizens of the United
States an adequate sugar supply at this time, but under the tern's of the bill it is
anticipated that only 125,000 tois of sugar could be shipped from these "full duty"
countries into the United States in 1912, although some 400,000 tons have come
into the Unitol States during 1911 from these sate countries.

The League of Women Voters urges the Senate Finance ('ommittee to revise
II. It. 5ss to remove discriminations against L.atin-Ameriean countries.

The CuAIRMAN. Is .\Ir. King present, the I)elegate from llawaii?
Mr. RItEENE. Mr. Chairman, I know that the delegate front 1awaii

intends to be present and wants to b heard; tufortunately he is not
present at the moment.

The CTAtnM.N. That is all right. We have sonic others present
who desire to be heard.

,lr. Staples, president of the IersIhev Corporation?
M\fr. STAPLES. No, '.\r. Chairman; tie Central Hershey, C'ula.
The CitAImNAN. All right. l)o you have a prepared statement?
Mr. STAPLES. Yes; a short one.

STATEMENT OF P. A. STAPLES, PRESIDENT AND GENERAL MAN-
AGER OF THE HERSHEY CORPORATION, CENTRAL HERSHEY,
CUBA, AT THE HEARING ON SUGAR LEGISLATION BEFORE
THE SENATE FINANCE COMMITTEE, DECEMBER 10, "1941

2\r. STAPLES: The atmosphere in which we are now: considering
sugar legislation is quite different from that which we expected when
this hearing was planned. The time has conic for deeds, not words.
Hence I shall be brief.

The Pacific has suddenly been eliminated as a source of the sugar
which the United States so urgently needs. Cuba is becoming more
and more our main reliance. It is in the national defense interest
that we encourage her to a maximum productive effort, and we know
that this can result in a crop next year of 4,200,000 short tons. Fur-
themore, this production will not necessitate the diversion of defense
materials into plant, construction. All that is necessary for even
greater production in future years is capital for the planting of
additional cane in the fields.

Gentlemen, the sugar bill now before you will not increase by a
single ton the amount of sugar which the United States can count on
this year, next year or throughout the present emergency when our
mainland manpower will be needed, not on its hands and knees in
the beet fields, but in the military services and in production whore
skilled American labor can really count.

On the other hand, the O'Mahoney-Fulmer bill puts the United
States on record that, once this emergency is over Cuba can expect
further reductions in her raw-sugar quota. It also penalizes Cuba
with an immediate reduction of 20 percent in her direct-consumption
quota.
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But Cuba is not alone in being penalized by this provision. It hits
directly at the American war effort for these reasons:

1. Refined sugar is more compact than raw, thus reducing the strain
on marine transportation.

2. Refined sugar is ready for immediate use. It therefore can be
shipped to the American port nearest to the point of consumption.
Thus it can make use of the smaller and less congested ports long
our seaboards, and it will require shorter hauls by train and truck
from these ports.

3. All our mainland refineries are located in the largest ports which
already are congested with the traffic in war materials. The, more
raw sugar shipped to them the greater will be this congestion.

4. Sugar received in the United States in raw form cannot be used
until it has been reprocessed. Then there is the further delay and
the greater strain on land transportation facilities in getting the sugar
to the ultimate consitner.

5. Raw sugar has to be shipped in jute bags, and the jute has to be
brought here from India across the Pacific. Refined sugar is shipped
in cotton bags a product of our own South.

This bill wili have the immediate effect of discouraging Cuba whom
we need to encourage to all-out effort. Enactment of t is bill-or of
any legislation of its spirit and purpose--would put Cuba on notice
that our friendship for her is born of our present emergency and will
die with a return to peace.

I do not believe I need to elaborate this point. I ask you, in the
name of national defense, Latin-American relations, and democratic
solidarity to kill this bill. If any sugar legislation is enacted, I also
ask you to eliminate once and for all the direct consumption quota.

'Xith your permission I am filing a short brief which analyzes further
the undesirability of this bill from other angles. To the brief are
attached recent clippings from Time Magazine of December 8, 1941,
and the New York Times of December 4, which I think you will find
of interest.

The other brief I have prepared is only five pages long but is more
or less factual.

The CHAIRMAN. You may include it; it will be copied in the record.
(The brief referred to is as follows:)

BRIEF SUBMITTED BY P. A. STAPLES, PRESIDENT AND GENERAL MANAGER OF
THE HERSHEY CORPORATION, CENTRAL HERSHEY, CUBA, AT THE IlEkRINO
ON SUOAR LEGISLATION BEFORE THE SENATE COMMITTEE ON FINANCE, DE-
cEMBER 10, 1941

I am the president and general manager of the Hershey Corporation, a Dela-
ware Corporation, which owns and operates the largest sugar mill in western
Cuba and the largest and most modern sugar refinery in that Island.

The Island of Cuba is recognized as an essential link in the defense of conti-
nental United States. And sugar as the outstanding factor in the Cuban econ-
omy is the key to its political and economic stability.

This corporation stands as an example of America's sugar policy toward Cuba
during the last 20 years. It was started during World War No. I, which demon-
strated that Cuba ts our only natural and dependable source of supply for the
great bulk of sugar we need, and to the consequent recognition that this source
should be developed in the Interest of the American people. The United States
apparently forgot during the last score of years its World War experience, re-
pudiated the encouragement which had been given to Cuban, as well as American
capital to build up sugar production, drove Cuba's share in the American market
down to less than half its previous position, and then froze its participation at
that point by the introduction of quota control.
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Under the conditions of World War No. II with the supply from the Pacific
areas threatened and now probably eliminated for some tune, Cuba was called
on again, and has increased its shipments to the United States from 1,750,000
short tons in 1940 to over 2,800,000 short tons in 1941. For the year 1942 and
possibly for several years to come, Cuba will be called on to produce to its maxi-
mum possibilities and with timely encouragement can expand its production,
without the necessity of any further investment except in cane planting, at least
a million tons more than the 4,200,000 short tons estimated available for 1942.

The O'Mahoney bill, S. 2041, certainly by its provisions to take away from
Cuba 50,000 tons of raw quota to Cuba's future and permanent disadvantage is
not "timely encouragement." This raw reduction may e currently academic
but the really important thing is that this bill reflects hostility when and where
friendly feelings are essential to national defeine.

The'O'Mahoney bill also contains provisions which affect the people of the
United States as consumers, as taxpayers and as citizens, and furthermore, raises
an issue as to the good faith of our Governinent in its Latin-American relations.
I the.e connections I am simply asking the privilege of filing two short articles
which appeared December 8, 1941, in Time appendixx A) and in The New York
Times of December 4, 1911 (appendix B).

There is however one provision of this bill, section 3, section 207 (e) which
reduces by 75,000 tons or a full 20 percent of the present restricted allotment, the
quota for "direct consimlition" sugars entering the United States from Cuba,
on which I would like to comment further.

This is not the first cut to which the Cuban sugar-refining industry has been
subjected. Before the Jones-Costigan law was enacted in 1934, Cuba shipped
to this country some 529,072 tons of refined sugar, plus a certain amount of raw
which were used without refining and therefore came tinder the definition of
"direct consumption." The 1934 act cut this to 425,120 short tons; the 1937
act again cut that to 375,000 short tons, and now this bill contemplates cutting
it to 300,000 short tons.

Meantime, other so-called offshore refiners than Cuban have not been similarly
cut. I give you below a table showing the maximum shipments and the refiled
quotas of Cuba, Puerto Rico, Hawaii, etc., under the various acts:

Short tons raw
value before quotas

1934 wt 1937 at OMahsicy

Mll- iyear
mum-

Cuba ............................................ 529,072 1933 425,1)0 375.00 30.Ott)
lKwall ....................... ...... 26.5%3 13J 24.433 29.616 (')
Purtio ..c........... .---------------- K.972 1933 12A'TA 12 (03 ()I Pk M57 W'bilitprft ................................... 80 it I4 K 214 (Per , Su to Domilngo etc ...... ................. ----- ' ----------

I This aa fixed at 220 of the total sugar quota and therefore varied somewhat from yez to year. Sine
217 the Cuba D. C." quotas has been a fixed number of ton%.

'UVnebsnol.
I The yer before quota set by indepenlence Act.
'Unlimite.

The present direct-consumption quota of 375,000 tons allotted to Cuba we
believe is less than the tonnage of sugar refined each year by any one of three
mainland refiners; but, in the case of Cuba, it must be distributed among some
14 refineries. This means that the allotment to each is already so far. below
efficient production rates as to jeopardize the entire refining Industry in Cuba.
The proposed reduction by another 76,000 tons may seem small and insignifcant
to the whole sugar problem, but the fact is that it spells disaster to an established
industry In a sister republic.

It is hardly necessary to call your attention to how inconsistent this policy of
ruining one Industry with one hand while with the other hand the United States
Government Is loaning Cuba some $25,000,000 with the specific Idea of improving
Its economy by diversifying its industry. Insofar as the sugar refining Industry
In Cuba is concerned, no one is asking the United States Government to advance
a single dime. Private capital is the backbone of the Cuban development.

At this time when we have need of all the friends we can have, it seems unfor-
tunate toaim this blow at friendly Cuba, but it not only is a blow to our friendship
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with that near and important defense-wise neighbor, but it is a matter of advan-
tage to the United States defense effort that the largest possible part of the Cuban
crop should be imported in the form of refined. I emph asize this because among
other reasons the importation of refined sugar instead of raws to be refined-

First. Saves a large amount of railroad and truck transportation in the United
States, as sugar refined in Cuba can be put into the nearest port to the place
where it can be consumed.

Second. It saves port facilities by spreading the importation of sugar into a
number of smaller and less-used ports instead of still further congesting the big
refining ports, which, generally speaking, are those to which and from which our
defense materials are being transported.

Third. It saves labor which can be diverted into other fields, but this is merely
mentioned, as it is a negligible item, the total labor in the refining industry in the
whole United States being less than 14,000 persons, and the probable saving in
this respect would be only a matter of a few hundred persons.

F,mrth. A saving of 7 percent in freight tonnage. inasmuch as it takes only
slightly under 107 pounds of raws to make 100 pounds of refined.

Fifth. It saves bringing in jute bags via the Pacific Ocean from India to Cuba,
which are necessary for the transportation of raw sugar. Refined sugar is shipped
in cotton bags which are a United States product and, as you know, we have a
goodly supply of cotton. It also saves paper, as in large part the American
refiners are lacking in paper and cartons instead of cotton, which repacking is
completely saved when the sirgar conies right through from Cuba to the con-
sumer in its original cotton bag.

It is obvious that any limitation of the amount of Cuba's quota that may come
in in the form of direct-conumpt ion sugar, and certainly any increased limitation
is against the defense intenxsas of the United States as well as our policy of aiding
Cuba in building up a diversified agriculture and industry.

In conclusion: It would seem to be evident that thie O'Mahoney bill as a
whole is contrary to the national-defense effort and, furthermore, is contrary to
the United States' Latin-American policy. By no stretch of the imaninatlor,' an
the principles established in this bill be construed as furthering either of these
aims or the aims of democratic solidarity.

APPENDrX A. DEPOSITED WITH STATEMENT n P. A. STAPLES ON DEcEMBEE
10, 1941, AT THE HEARING ON SUGAR LECISLATiON BEFORE THE SENATE
FINANCE COMMITTEE

ITIw, Deember 8, 19111

AORICULTURE-GANG-UP IN THE LOBBY

Mixed with either potash or Congressmen, sugar is a potent explosive. This
week the annual congressional blow-off made all good neighbors wince and hold
their ears.

Good neighbors want to continue the qrotas of the 1937 Sugar Act-which
permits Cuba to supply 29 percent of Unit-d States demand; domestic beet
growers, 23 percent; the Philippines, 15 percent; Hawaii, 14 percent; Puerto
Rico, 12 percent; domestic cane growers, 6 percent.

Instead the House this week rushed through a bill which is a sugar lobbyist's
dreamboat. Often the various United States interests (beet growers, cane
growers, eastern refiners) snipe at each other as well as the public weal in the
running fight over raw-sugar quotas. But this year they ganged up solidly on
their offshore rivals. Their weapon: the Hlouse bill, introduced by South Caro-
lina's Hampton P. Fulmer, and a companion Senate bill introduced by beet-
growing Wyoming's Joseph C. O'Mahoney.

These bills would shift the quota percentages to give the uneconomic United
States beet growers 65,000 more tons a year, cane growers 17,000 more tons.
Cuba's quota would be cut 50,000 tons, the Philippine quota by 27,000 tons;
Puerto Rico and Hawaii would suffer minor curtailments. For the benefit
of United States refiners, Cuba's quota of refined sugar would also be cut-from
375,000 to 300,000 tons.

Also In the bills is a mysterious gimmick which redefines the dividing line
between liquid sugar, which comes under quotas, and edible molasses, which does
not. Effect of this highly technical clause would be to classify molasses as
liquid sugar, thereby putting an end to molasses imports from the British West
Indies, which now supply nearly half of United States demand.
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For the administration this sugar lcbby steal would have bitter consequences.
It would sabotage United States reciprocal trade treaties with Cuba and Britain.
It would offend Hawaii and the Philippines.

Yet the House passed the Fulmer bill without blushing or even drawing a deep
breath. The House Agriculture Committee had reported it without holding
hearings. The vote was taken after only a few minutes of debate. Texas
Congressman Richard M. Kleberg read a letter front Secretary of State Cordell
Hull blasting the scheme. Puerto Rico's Commissioner Bolivar PagAn read a
letter from President Roosevelt strongly implying imposition. The llouse ignored
them (134 to 32). Ssuorted angry Richard Kleberg. "A sell-out against the wishes
of 130,000,000 people." All good neighbors could hope for was better considera-
tion in the Senate.

APPENDIX B. DEPOSITED WITH STATEMENT BY P. A. STAPLES ON DECEMBER
10, 1941. AT THE HEARING ON SUGAR LEGISLATION BEFORE THE SENATE
FINANCE COMMITTEE

IThe New York Times, Thursdy, Xcember 4,19411

SUGAR GRAB

Under a suspension of the rules there has been jammed through the House of
Representatives new sugar legislation which provides among other things for
(1) increased acreage for domestic cane and beet growers at the expense of de-
creased quotas for Cuba, Puerto Rico, Hawaii, and the Philippines; (2) a 33ij°
percent rise in benefit payments to domestic growers; (3) a reduction in the quota
of refined sugar imports from Cuba front 376,000 tons to 300,000 tons. The bill
was passed in 40 minutes without any public hearings having been permitted and
without having been referred to any department of the Government for comment.

Pointing out that all the sugar g rowers and refinery workers in the country
total only 78,000, Representative Kleberg of Texas declared that the bill would
give $16,000,000 additional to those 78,000 persons at the cost of antagonizing
130,000,000 people in South and Central America and in the Philippines and
Hawaii, and at the injury of all but a small remnant of the 130,000,000 people
in the United States who cat and buy but do not raise sugar. What that injury
has been in the past is shown by a study of the Temporary National Economic
Committee, which found that in 5 years of sugar quotas the cost to the consumers
of the protection given to domestic sugar production had averaged $274,329,031
annually. What the injury has been is shown too by a statement of Vice Presi-
dent Wallace when he was-Secretary of Agriculture. lie calculated that the loss
of export markets resulting front reduced imports was such that each additional
acre of Louisiana cane involves a reduction in our export market equal to the
product of 3 acres of cotton, and each additional average acre of sugar beets
involves a loss in export market equal to 3 acres of corn or 6 acres of wheat.

Thevs.e facts are all knom i, yet in toe face of them the Hfois has chosen to ap-
prove another grab for the sugar interests against th, judgment of the Secretary
of Agriculture, the Secretary of State and the President himself. %% ithout even
the courage to hold hearings on ti e subject, it iias sold out th.e American con-
sumer, the cause of hemisphere good will, sound economics, and plain common
sense. And all this at a time when there is grave danger of excessive risfs in the
cost of living and grave need of Government economies in nonessential spending.

Mr. STAPLES. If there is anything further you want me to read,
I will be glad to do so.
The CHTAIRMAN. No further questions, unless you desire to add

something.
Mr. STAPLES. Under this present emergency, I think the less said

the better.
The CHAIRMAN. Mr. 1I. 1I. Pike. Mr. Pike, you have a prepared

statement?
Mr. PIKE. I have, sir. I have given part of it to the clerk.



401 AMEND THE SUGAR ACT OF 1937, AS AMENDED

STATEMENT OF H. H. PIKE, JR., REPRESENTING THE NATIONAL
FOREIGN TRADE COUNCIL, INC., AS A GOVERNING MEMBER

'Mr. PIKE. .My name is H. H. Pike, Jr., and I appear on 1'ehalf of
the National Foreign Trade Council, Inc., as a governing member, and
as chairman of its Cuban committee.

The National Foreign Trade Council was formed in 1914 for the
purpose of coordinating national activities directed toy ard tile pro-
motion of American foreign trade. Its membership is Nation-wide
and comprises manufacturers, merchants, exporters and importers,
railroad, shipping and air-line services, banking, insurance, education,
and so forth, representing the diverse interests concerned directly or
indirectly in the promotion of the Nation's foreign commerce. Since
its formation, the council has organized annually the National Foreign
Trade Convention, with an average attendance of 1,200 delegates from
all sections of the country.

The interest of the council in the sugar program is confined to its
effect on our international trade and relationships. It is with this in
mind that I have asked for a hearing and would like to present certain
data with regard to the O'Mahoney sugar bill, S. 2041. Broadly
speaking, it is so timed and so written as to impair our Government's
foreign-relations program and as to controvert the basic principles for
which the National Foreign Trade Council stands.

We of the c,'incil, and almost everyone else who has studied inter-
national relations from a national angle, have conic to the conclusion
that arbitrary and unwarranted trade barriers constitute one of the
principal sources of war. In their joint declaration, which has now

ecome famous as the Atlantic Charter, our President and the Prime
Minister of Great Britain stressed this point. I particularly refer to
the fifth principle of that declaration, which reads:

Fifth. They desire to bring about the fullest collaboration between all nations
in the economic field with the object of securing, for all, improved labor standards,
economic adjustment, and social security.

The question arises: Do we mean it or do we niot? Are we merely
going to give this principle lip service, or are we prepared to accept
it as a guide in our national legislative program?

Gentlemen, will you pause a moment and consider what I say to
you in all sincerity? The question before you may seem like a small
thread in our national economic fabric. This bill wrores tlc interest
of other countries in working out one of our raliornl problems. Just,
this attitude, repeated over and over again both here and elroad, is
precisely what has caused the situation now being fought out on a
world-w%'ide front. Unless stopped, it may well corsumo civilization.

I pass over the matters of purely domestic interest in the bill,
although I feel confident that, you will give them due consideration.
In the items of domestic consideration I include the diseuimination
of this bill between variovs parts of our Nation on a Fasis ef whether
they are offshore or part of the mainland. I also am not stressing
the fact that this bill continues for 3 more years the sugar-processing
tax amounting to some $75,000,000 a year, or that it requires the
United States Treasury to make an increase of 33 percent in benefit
payments out of that tax.

I am sure that you will give these matters your careful considera-
tion and that you have before you the rather complete data which
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have been published-such as the figures given by the T. N. E. C. in
its 1940 report of the cost of current sugar legislation both to the con-
sumer and to the taxpayer. I simply confine myself to the jolt this
bill gives to certain of our neighbors without compensatory benefit
to us as a nation.

This bill reduces the amount of quota going to foreign areas by some
78,000 tons. Of this, the Philippines' decrease is somewhat academic,
as they have never filled their full-duty quota above the Independence
Act duty-free quota. However, the'Cuban quota is reduced by at
least 50,756 tons. That reduction is made in the face of the fact that
at this very moment our dependence on Cuba for our sugar supplies is
so very obvious. At the very time when we are asking Cuba to give
us all the sugar she can possibly make, this bill warns Cuba that, as
soon as the emergency is over. we will cut her basic quota by 50,000
tons from its present'figure. We are putting her on notice that she
can look for no future with us and that the good-neighbor policy and
the inter-Americas' cooperation, so much discussed now, will end
with our emergency.

Senator VANDENBERG. How much is that 50,000 tons compared
with their quota? How much will that leave them?

Mr. PIKE. That depends on how much the quota established is.
Senator VANP1ENBERO. Well, how much would that be propor-

tionately to their basic quota?
Mr. PIKE. But that is uot the point; you are calling on them now

for all they can make and you te I them that when you are through
with this emergency that basic quota will be cut by 50,000 tons from
its present fi re. '

Senator N ADENBER. The point I am trying to make is this:
You say that if we take 50,000 tons away from them they are going to
discuss the sincerity of the good-neighbor policy. Now, if tlat is true,
I confess that makes me worried, because I think we are doing a lot
for them.

Mr. PIKE. What I am saying is that we are doing, what might be
called chiseling. The amount you propose to cut is small, but it is
a situation where after the war is over when we don't need all they
can give us, we are going to take some away from what they now
have. It is the principle of the thing and apparently the beet people
don't like that principle, because they are taking more.

Senator VANDENBERG. GO ahead. Your statement was that just
because they were going to lose some of this, assuming that they did
that meant we were treating them unfairly and it meant the end of
our good-neighbor relations.

The point is that. assuming they do lose this, they will still have a
very large ariount. I want appreciation for what they get as well
as condemnation for what is takeA away from them.

Mr. PIKE. Yes, sir; but, Senator, the beets are at the maximum
they have ever had; and they are getting more with these countries
getting less. The principle of it is what Ihave been discussing. We
give beets their maximum and take a little more from Cuba after we
cut half from what she built up in the last emergency.

The bill reduces from 375,000 tons to 300,000 tons or 20 percent,
the portion of the Cuban quota that can enter the United States in
refined form. The effect of such further reduction is to whittle away
the most natural foundation for the diversification of Cuban industry,
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which we are committed to build up. Our Export-Import Bank, for
instance, is lending money to that island republic, ns to other Central
and South American countries, in order to strengthen their industrial
economy. Mr. Warren L. Pierson has stated that such building of
sound diversification abroad does not reduce but actually increases our
foreign trade. Our exports are greatest to those countries with the
greatest industrial development. In the interest of our farmers and
of our highly specialized and efficient labor, this industriillization is
desirable, not hurtful. Cane sugar refining in this country is a very
small employer of labor; therefore, the maximum potential effect of
competition from Cuban refining is a specious labor issue.

The bill concocts a new definition of liquid sugar to include edible
molasses. By so doing it establishes a practical embargo on Barbados
molasses, thus cutting off a trade of considerable importance anl
writing legislation in contravention of our trade agreement with Great
Britain. Such treatment of a Caribbean neighbor by a trick defini-
tion would be vigorously protected by us if we were the victims.
Interestingly enough, the National Geographic Society tells nme that
Barbados is the only foreign territory ever visited by George
Washington.

The CHAIRMAN. Pardon me, I think it is agreed that that was not
the purpose or intent of this legislation and that the proponents
themselves intend to propose an amendment to make that clear.

Mr. PIKE: Thank you, Senator George, this I wrote before the
statement of the Senator. I think it indicates after all that this bill
does need more careful thought and consideration than has been
given to it up to the present time.

Tile O'Malhoney bill amends section 204 of the Sugar Act of 1937
with regard to the distribution of any unfilled Philippine quota. The
latter bill gave such unfilled quota to foreign countries other than
Cuba--some 15 or 20 countries benefiting-but principally Peru and
Santo Domingo. 1041 is the first year when those countries benefited
materially by this clause of the sugar quota law, and this year they
have so far contributed to us about 181,000 tons which, as a matter
of fact, we badly need and on which full duty was paid. This action
cannot help but cause resentment in those countries when the law as
enacted is changed the moment it seems to be working to their ad-
vantage. We urge that this discrimination be not put into effect
against the interests of our good neighbors.

Finally, what I ask you to consider is whether it is in the national
interest to deal these blows which may look small and isolated but
which will severely twist the fabric of the increasing understanding
and cooperation among the American republics. There is a growing
belief to the south of us that we mean to live and let' live; that we
desire for them prosperity, diversification, high standards of living,
and social security; that we are prepared to share with them even our
priority materials, so that we can all stick together now and advance
together in the future. Is not this broader statesmanship the con-
trolling factor in any legislation affecting any part of Latin America?

Thank you very nuch, Senator.
The CHAIRMAN. Thank you, Mr. Pike.
Is there any additional'documents you wish to incorporate in the

record?
Mr. PIKE. No, sir.
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The CHAnst.vN. Thank you very much.
Mr. Pagain, you are the Resident Conmissioner from Puerto Rico

in the United States; do you wish to make a statement?
Mr. PAG (.N. Yes, sir.

STATEMENT OF BOLIVAR PAGAN, RESIDENT COMMISSIONER
FROM PUERTO RICO IN CONGRESS

.Nlr. Pc, IN. My nanie is Bolivar [Pagfn. I am the Rlsident (*oi-
missioner from Puerto Rico in (ongress. I appear to oppose vertli
of the principles established by this bill, particularly those which set
Puerto Rico apart from other domestic areas and exclude it from
benefits accorded to tihe mainland sugar-producing States.

The people of Puerto Rico cannot understand why congress s
repeatedly insists on cias,ing this Territory with foreign countries, to
be given the left-overs not needed by the States. Just 43 yeins ago,
in tle course of another war, tie United States of its own volition and
by force of arms took possession of our island. I do not mean to say
that the United States flg was unwelcome, for that most decidedly
was not the case. Nevertheless, the IUnited States troops took pos-
session, and assumed and recognized complete responsibility for the
future welfare of our people.

In the invervening years, Puerto Rico hats played a part in national
affairs of which it can be '(uly proud. In the'last World \ar, the
Territory's people oversubscribed their Liberty l.ean quotas. '1 hoe-
sands of the island's young men were sent to Panama to guard the
Canal, as units of the Regular Army. and others were sent ovrseas
and fought and fell in France.

When the present conflict arose, Puerto Rico was proud to be
selected as the site for huge defense busts, urgt ntly nccdcd for the
protection of tie Vestern Ilemisplere. The people and their govern-
ment nave cooperated wholehcartedly and patriotically towiord the
success or the defense effort, waking all sacriices that lave bet-n found
necessary. When the selective service program mias announced,
Puerto ftico's quota was 10,000 men. The response of the island's
youth can be judged by the fact that more than 9,000 of those plaes
;vere filled with volunteers, making it necessary to draft fewer than 100
men out of 10,000.

In every emergency, Puerto Rico has %villingly'ald enthusiastically
lived up to the obligations imipcsed on it as a part of the Uvitel
States. Every request for the national gecd has been tillvd. far ing
met its obligations as a part of the Unitd States it is ( ilv natural that
Puerto Rico expects to share at least some of the benefits ;111d pmileges
which accrue to the various parts of tlis country. it is hardly fair to
expect Puerto Rico to make all of the sacrifices mid thwn hiiy it the
right to share equally in the puivilees.

The bill under discussion treats Puerto Rico, not as a part of the
United States, but as a foreign country. Unlike other parts of the
Nation, we are allowed to reline only a small part of our own sugar.
Unlike other parts of the United States, we are not included among
the areas to which increased quotas are given. Unlike cther parts of
the United States, we are not permitted to share deficits from foreign
countries until the preferred parts of the Nation have been stisfield.
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This discriminatory treatment would not hust so much were it not
for the fact that Puerto Rico is far more dependent on sugar than any
other area serving this domestic market. Two-thirds of our income
and employment and insular revenues are directly or indirectly de-
pendent on the sugar industry. Every restriction placed on our sugar
industry hurts two or three or five times worse than similar restric-
tions would hurt other sugar-producing areas. As the island's Resi-
dent Commissioner, I ask that the discrimination referred to be
removed before this bill is passed by the Senate.

The CHAIRMAN'. The same discrimination appeared in the '37 act,
did it not?

N r. PAGAN. In this act it increases the discrimination.
Mr. Chairman, may I incorporate a letter from the President sent

recently to me about this sugar legislation?
The CHAIRMAN. You may make it part of the record.
(The letter referred to is as follows:)

THE WHITr- HOUSz,
lHasahington, D. C., December 1, 1941.Hon. BoLfwVAR PAGAN,

Resident Commissioner of Puerto Rico.
My DEAR MR. PAGAN: I wish to acknowledge your letter of November 5, and

the memorandum accompanying it, in both of which you gave your views on sugar
legislation. You have expressed the fear that certain bills about to be introduced
in the Congress would discriminate against Puerto Rico and other offshore sugar-
producing areas.

I recommend sugar-quota legislation in 1934, which took form in the Jones-
Costigan Act of 1934 and subsequent legislation, primarily because the sugar-
ta'iff rates of the 1920-30 decade, contrary to the expectations of their advocates,
had resulted in accumulation of surpluses of sugar, price depression, and general
demoralization of the sugar Industry. Domestic sugar-beet and sugar-cane pTo-
ducers then coml lined of poor returns, wage rates were low, and Cuba suffered
finanlal and economic chacs. To meet the economic and social problems
resting from low incomes andlarge surplus supplics,a sugar program was recom-
mended.

The administration has not recommended sugar legislation at this session of
Congress, for today we are no longer confronted with the price-depressing sur-
pluses which in prior years were so burdensome and difficult to manage. On the
contrary, a balance between supply and demand has been created as the result
of stimulation of consumption of sugar growing out of a wider distribution of a
larger national income, some building of up stocks, and the diversion of large
quantities of sugarcane in Cuba to the production of high-test molasses for wak.
ing industrial alcohol. In fact it was found necessary in August to establish a
ceiling price on sugar to prevent excessive speculation. I am advised that it is
not expected that any available price-depressing surpluses will reappear. at least
as long as the war continues. As you know, the Department of Agriculture has
already announced that it will not be necessary to limit the 1942 Puerto Rican
crop.

It must also be recognized that a quota and allotment structure may, under
the conditions now current, conflict with the national 'eifare and defense require-
ments to the extent that such provisions have a limiting effect upon the free flow
of goods and the efficient use of the land and water transportation facilities of the
Nation.

The principal purpose to be served by the continuation of the sugar-quota
system is to be found in the protection it will provide the Industry after the ter-
mination of the war. For it is reasonable to suppose that when usage of sugar-
cane for industrial alcohol returns Vb normal levels, the large stocks of sugar in
certain distant areas again wove freelv, and holders of accumulated stocks in the
United States begin to reduce their inventories to the level of prior years, the
price of sugar in the domestic market may again beco -e disastrously low within
a quota system. Consequently, if the various parts of the domestic sugar Indus-
try can agree on sugar legislation which does not conflict with the public interest,
conforr.s to defense requirements, and is nonc ntroversind in character, it may be
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advisable to continue the sugar-quota system and its necessary complementary
features to serve as a protection to the industry in the post-war period. even if it
be found necessary to suspend the quota provisions of the act during the emergency.

Please be assured that I am glad to have your views on sugar legislation. As
you know, this administration has repeatedly stated its objections to any pro-
visions in sugar legislation which discriminate against Puerto Rico and the
Territory of Hawaii. I am advised that you have already brought your views
to the attention of the various Federal departments which are primarily concerned
with sugar legislation.

Very sincerely yours, FRANKIN' D. ROOSsvELT.

The CHAIRnMAN. '.r. King, the Delegate from Hawaii?
Mr. KING. I apologize for not being here at 2 o'clock. I utWer-

stood it was 2:30.
The CIIAIRSIAN. It is all right; we had other witnesses here.

STATEMENT OF SAMUEL W. KING, DELEGATE TO CONGRESS
FROM HAWAII

Mr. KING. Mr. CLairman, of course, the war Las affected the
whole situation of our ilational economy, but not to the extent that
the quotas from Ilaaii or Puerto Rico or even perhaps from Cuba
could justly be reduced because of that. I cannot coaceive of our
accepting any situation that would impair the transportation between
the west coast of the North American Continent and the Territory
of Hawaii. If we are to assume tl at no such transportation is going
to be available, then we are accepting a defeatist attitude.

Our economy in Hawaii depends on sugar and the sugar industry
to a very great extent. We lhavo been shipping sugar to the Unite'd
States since 1875, before we became a part of the United States,
first under the treaty of reciprocity between the United States and
the then Kingdom of Hawaii. After we had been annexed to the
United States, and incororated as a territory, of course, we continued
to ship our sugar irto the American market. For tl.e-pcst wany
years, at least 40 years, our proportionate share of the American
market has becn approximately 15 percent. It has not %aried
greatly from that sA are of the total amount of sugar consumed by
the American public. That reprscnts approximately 25 percent of
the domestic pr-duc tion of supr. Under the former system of
protective tariff ard free competition between sugair-producing units,
we bad this position in the suzar market.

Now, the whole background of this sugzlr-quota system was based,
as Senator Pepper said, and others way have called to the attention
of the committee, on this past production. When the Jones-Costigan
Act was considered ly the Congress, it was accepted ns a basic prin-
ciple of the proposed quota system that the average production of
each unit would be fixed as its qiota. In other words, an historic
basis was adopted as the vital principles' of the quota system. Never-
theless, the Jones-Costigan Act, in disregard of the President's recom-
mendation, (lid not comply with that principle; it fixed the quotas
for the mainland producers, both the beet sugear producer ard the
mainland cane producer at a figure higher than their average for the
base years 1931-33. On the other hand, Hawr.ii was reduced from
this average to the extent of approximately 70,000 tons. If you will
refer to table 4, Mr. Clhimian, of the set of tables I have delivered
to the clerk of the committee with the request that lie supply them to
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the members, you will note that the average for the beet industry
for the years 1931-33 was 1,481,950 toins. The Jones-Costigan Act
gave that industry a quota of 1,556,166 tons, an increase of seventy-
four thousand-oda tons more than the historic basis justified. The
mainland sugarcane industry was similarly favored. However,
Hawaii, with an average of 1,046,318 tons, was cut down to 948,264
tons. This latter figure included, in addition to our marketing quota,
the amount allocated for local consumption. This represented a
reduction of 69,554 tons. The Sugar Act. of 1937 similarly further
reduced our quota below our previous historic average production.

.1 was not in Congress at the time, but this legislation was deeply
resented in Hawaii. It is only recently that legislation has begun to
make a distinction as between Americans because of geography. Thi
teems "continental" and "noncontinental" are coming into use.
There is an invidious comparison being drawn between those Ameri-
cans who happen not to live on the mainland as distinguished from
those who do. We are called insular possessions or offshore areas and
find ourselves considered to be somewhat less than American because
of geography than our fellow citizens who are producing sugar in any
one of the several States. We were placed in the same class with the
Philippines, a country then in preparation for its separation from the
United States, and Cuba, a foreign country, and other foreign coun-
tries, and if I may be pardoned for mentioning it, it was partly on
that issue that I was elected to Congress, to oppose and fight against
this, as we call it, discrimination. I do not like this term "discrimi-
nation"; we have used it so often it is stale, but it is a fact we were
discriminated against in favor of the beet industry of the continental
United States. Then when the Sugar Act of 1937 was again proposed,
my hardest job in the House was to convince the members of the
committee, and later the House itself, that we were entitled to better
treatment and should not be awarded arbitrarily under this quota
system a quota less than our historic average, and, as a result, we
were permitted to retain the share in the market to which we had a
historic right, which amounted to 25.25 percent of the total domestic
sugar quota or allotment. We have operated under that law since
then, for the last 4 years. That represented a substantial loss to
Hawaii's historical position, and the present bill, I. R. 5988, increases
that reduction, so that we will be denied the opportunity of selling
approximately 71,426 tons in the domestic market.

Senator VANDENBEno. You have the same quota under this bill you
now have?

Mr. KI G. A difference of 210 tons. Now, the argument is made
pertaining to that, Senator, that because the proposed bill (loes not
take everything away from us in effect-you can't argue over 210
tons in a quota of a million tons--we should be satisfied, but it does
more than that; it takes away from us the share of the increase which
as a domestic producer we would be entitled to, amounting to about
20,000 tons. No other sugar-producing unit is so penalized. In
order to make the quota system work, and to allocate quota shares
to each producing unit, we have acquiesced in the percentages pre-
scribed in the Sugar Act of 1937; but I do wish to oppose as inequita-
ble any further reduction in our quota.

It is now proposed, as you will see from table 1, of the tables I have
submitted to the committee, that the total domestic quota shall be
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increased 79,159 tons, taking twenty-seven-thousand-odd tons from
the Philippine Islands and taking fifty-thousand-odd tons from Cuba.
The entire increase is to be allocated to the beet-sugar industry and
the mainland cane producers; that is, sixty-two-thousand-odd to the
former and sixteen thousand plus to the latter. It is argued that we
should accept this bill because our quota is not reduced except by 210
tons, a nominal amount; but the proponents of the bill do not point
out that if the percentages now incorporated in existing law were
retained our proportionate share of the proposed increase would
amount to 19,898 tons.

Now, may I call your attention to table 5 which shows that the
proposed 79,000 tons increase would be divided between the main-
land producers and Hawaii and Puerto Rico in a very different
manner from the provisions of H. R. 5988; the beet industry would get
an increase of 32,000 tons; the mainland cane eight thousand nmne
hundred-odd tons; Hawaii would receive 19,898 tons increase, and
Puerto Rico 16,927 tons.

It is obvious that these are substantially the amounts of sugar
which should be allocated to Puerto Rico and Hawaii unless the prin-
ciples of the Sugar Act of 1937 and the historical basis on which the
quota system rests are to be repudiated. In other words, it is not
much justification for this legislation to say that they are not cutting
our quota when the bill denies us our proportionate share in the quota
by just slightly changing the basic quotas that now exist in the present
law. They have cut the proportionate share of Hawaii from 25.25
percent to 24.72 percent. Now, that is getting into the ten-thou-
sandths in decimals but it amounts to nearly 20,000 tons of sugar a
year. The historical basis, which is the whole justification for the
quota system, is entirely disregarded and an arbitary system is set up
that would benefit our continental producers, beet and cne, to the
detriment of Hawaii, Puerto Rico and Cuba. A further change in
existing law is the disposition of the deficit in the Philippine quota.

If you will refer to table 2 you will note it is proposed to reserve to
the mainland producers the 50,000 tons of the Philippine quota which
the Philippine Islands are permitted to ship into the United States in
refined form. Then, the first deficit of 100,000 tons, being in effect
the difference between the duty free quota and the full quota, accord-
ing to the Sugar Act of 1937, is reserved to foreign countries other
than Cuba. Then, Hawaii, Puerto Rico, the Virgin Islands, and
Cuba share in the remaining deficit.

It has been argued we should accept this provision because it may
bring us very substantial material benefits if the Philippine deficit is
large. Regardless of any such material benefit I oppose this provision
very strongly because it nullifies the principle of the Sugar Act of 1937,
and places Hawaii and Puerto Rico in the category of a foreign coun-
try, to share certain deficits along with Cuba. One of my strongest
fights in 1937 was to have the classification of Hawaii established as an
American community and a part of the domestic-sugar-producing
industry. The Jones-Costigan Act had put us in a category with the
Philippine Islands and Cuba. The Sugar Act of 1937 corrected
this situation and included us as a unit of the domestic production unit.
This bill proposes to reverse that action and put us back in a semi-
foreign category. There is absolutely no justification for this action.
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Our total maximum production, Mr. Chairman, is probably limited
to approximately 1,250,000 tons of sugar per year. I don't know
what the maximum production of the beet-sugar industry would be
nor that of the mainland cane-sugar industry, but certainly it would
appear to be fair to allow us to retain our proportionate share of the
domestic sugar production until we had reached our maximum pro-
duction. After that we might be retained at that figure while other
producing units continued to expand. I submit there can be no argu-
ment that would justify allowing domestic producing units to expand
now at our expense or while freezing our production to a quantity less
than our historical average and less than our capacity to produce.

Mr. Chairman, no hearings were held on this bill1in the House, and
I should like to correct the statement made by Senator Vandenberg
this morning that any reports were considered by the House Com-
mittee on Agriculture. Mr. Kleberg read a portion of a letter from
the Secretary of State in opposition to the bill which, however, was
not addressed to the chairman of the committee and was not formally
before the committee.

The bill was considered in committee but no report had been re-
quested from the departments concerned, and no witnesses other titan
the members of the committee were heard. I will state that I opposed
the bill in committee, and offered two amendments, one that would
restore to the pending bill the existing percentages which was defeated
by a tie vote, and the other intended to rectify the preferential manner
in which the Philippine deficit is to be allocated, lost by a larger
majority. The Rules Committee granted a liberal rule on the bill
after it was reported out of the House Committee on Agriculture, but
instead of bringing it up under the rule, when those who opposed this
measure might have had an opportunity to be heard and offer amend-
ments which could be discussed and an opportunity afforded for argu-
ment to be presented to the membership of the House in their favor, the
bill was brought up under a suspension of the rules. This precluded
consideration of any amendment and drastically restricted debate.

I submit, Mr. Chairman, that no necessity for such haste exists and
that a more orderly consideration of legislation of this importance
would have been better. "

Now, whatever may come in this present national emergency,
Hawaii will continue to remain an incorporated Territory of the
United States. Its people depend on agriculture almost exclusively.
Sugar accounts for possibly 60 percent or more of the revenues of the
Territory; pineapples may be 30 to 35 percent; all the rest put together
about 5 percent; so that sugar is representative of more than half,
three-fifths, of the Territory's revenues.

I am not in the sugar industry; I haven't a single cent in it, but I
realize, as every citizen does, that whatever hurts sugar hurts Hawaii;
and we are going to continue to produce sugar, of necessity; and if
we are frozen out and year after year our quotas are reduced, our
entire economy is threatened. Possibly 100,000 people are dependent
on the sugar industry for their livelihood; possibly another 50,000 in
an indirect way. Pineapples take the remainder of those gainfully
employed. The Department of Agriculture has complete control
over tile operations of the sugar industry under existing law. Many
people earn their living in the sugar industry, not seasonally but
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ermanently. We frequently have been criticized because of tile
arge compliance payments made to our sugar producers. I am sorry
that Senator Byrd is not present, because he has raised that point on
several occasions.

There is no justice in such criticism as to those payments as the reve-
nues used in making such compliance payments are derived in the first
instance, as Senator O'Mahoney pointed out very clearly, from the
sugar industry itself, and the excise taxes levied on the industry are
not paid by tle consumer because the total production of sugar is
geared to our needs and the price paid by the consumer is dependent
on that balance between supply and demand rather than tile arbitrary
levying of an excise tax and the paving of additional compliance pay-
ments. As an illustration, I shouhl like to mention one plantation
producer which markets approximately 80,000 tons of sugar a year.
The Government collects $800,000 from the sugar produced by this
plantation. The plantation gets back, on a severely scaled 'down
payment, something in excess of $500,000, leaving about a quarter of a
million dollars net revenue to tile Government from which payments
are made to beet producers who, incidentally, receive a larger pay-
ment, in the aggregate, than the amount of the taxes collected on the
sugar they. produce. It should be noted also that such a plantation
will carry a pay roll of from 3,000 to 3,500 persons who, together with
their families, would constitute a substantial number of people form-
ing a community entirely dependent on that plantation pay roll for
their livelihood.' If the total number of these people wcre divided
into the amount of the conditional compliance payments, tile pro rata
per working member would be a very modest sum.

These payments are made to the'sugar producers in order to help
them maintain tihe high standards required by the Sugar Act not cnly
as regards pay but conditions of labor generally, and if tliese pay-
ments were further reduced or eliminated the plantations could not
survive and maintain their present position as efficient producers.

It has been said that this legislation should be adopted quickly
because the Sugar Act of 1937, the existing law, expires on December
31, 1941.

Although that is true the marketing quotas and the conditional
payments continue until June 30 1942. Practically there is no need
for haste in considering equitable sugar legislation. Even if the
present law expires without being replaced immediately, there will be
ample time early next session to consider a much better bill than the
one now before the committee. In fact, %iith the limitations on
acreage and marketing quotas entirely removed, there is no necessity
for sugar legislation in the immediate future. The argument was
put forth by Senator O'M\ahoney that the sugar industry needs a
cushion to save it from the chaos likely to occur when the present
situation terminates and the sugar industry is again placed on a quota
system, which will represent severe restrictions on its total productive
capacity. This bill provides such a cushion for the continental pro-
ducers but reduces the protection of the cushion insofar as Hawaii and
Puerto Rico are concerned.

We need in Hawaii the same protection that mainland producers
need. We are no more able to compete with sugar produced in Cuba
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or Java or the Philippines than are the producers on the mainland.
It cannot be argued that this bill should provide such a cushion in an
increased quota for mainland producers to the detriment of Hawaii
and reduce the quotas of those two producers in order to make this
cushion serve only two of the domestic producing units out of five
sugar producing units under the American flag. For that reason, I
hope, Mr. Chairman, this committee will not report out this bill and
that the legislation will be taken up with an opportunity for those
most deeply concerned to be heard. If the bill is reported out, I wish
to propose two amendments that would remove part of my objection
to it. One would be on page 2 of the bill, to restore the percentages
now in the Sugar Act of 1937; to strike out the table following the word
"basis" on line 3 of page 2, and reinsert the percentages incorporated
in the Sugar Act of 1937. My second amendment would apply to
the distribution of the Philippine deficit on page 3 in line 21, striking
out all the language following on that page and on page 4 down to
line 20, inclusive, and reinserting the provisions of the Coffee bill.
This measure would allocate the Philippine deficit by first reserving
100,000 tons to foreign countries other than Cuba, being in effect the
difference between the duty-free quota and the total quota in the
Sugar Act of 1937. This provision should meet the objections of the
State Department and preserve to such foreign countries the same
amount they have heretofore received. This measure is practically
the same as the one introduced in the Senate by Senator O'Malhoney,
I believe. Any deficit beyond the 100,000 tons reserved to foreign
countries, other than Cuba-in other words, any deficit in duty-free
quota would be shared proportionately between all domestic sugar
producers in accordance with the percentages established in the
existing law. I would like to read the language of that bill; it was
reported out of the House committee and is pending on the House
calendar.

(Delegate King's proposed amendments are as follows:)

PROPOSED AMENDuENT To H. R. 5988

On page 3 strike out all language commencing with line 21 down to and Includ-
ing line 20 on page 4, and Insert in lieu thereof the following:

"(1) revise the quota for domestic areas by prorating among such areas, on
the basis of the prorations of the quota then in effect for such areas, an amount
of sugar equal to so much of the deficit so determined as constitutes a deficit In
the duty-free quota, and (2) revise the quota for foreign countries other than
Cuba by prorating to such foreign countries, on the basis of the prorations of
the quota then In effect for such countries, an amount of sugar equal to the
remainder of the deficit so determined."

On page 2 line 2, strike out table and after "basis" insert:
"Area Percent

"Domestic beet sugar -------------------------------------------- 41.72
Mainland cane sugar -------------------------------------------- 11.31
Hawaii ----------------------------------------------------- 2&. 25
Puerto Rico --------------------------------------------------- 21.48
Virgin Islands --------------------------------------------------- 24"
Mr. Chairman, S. 2041-H. R. 5988 is not good legislation and I hope

this committee will not report it out.
The CHAIRMAN. Thank you very much.
Mr. KINo. May I have permission to incorporate in the record the

tables which I submitted as part of my statement?
The CHAIRMAN. They will be incorporated, copied in the record.



AMEND THE SUGAR ACT OF 1937, AS AMENDED 57

(The tables submitted by Mr. King are as follows:)

TABLE I.-Comparison of Sugar Act of 1937 weith I. R. 6988 and S. 2401-Quotas

Basie quotas

Domestic beet sugar ...........
Mainland cane ...............
Hawall. ................
Puerto Rico............
VIrgin ISlIds ............

Total domestic ..........

Commonwealth of the Philip-
pine Islands ............

Cub .................... .....
Focelln countries other than

Total Philippine Islands

and foreign .........

(Irand total .............

Sugar Act of 1937

Per- Per-
cent cent of Tons

total group

........ 41.72 1,819,89M

........ 11,11 4, 167

........ 2&25 938, 037

. 21.49 #7,982
..24 8,916

62.9 108.0 '3,715,400

........ 34.70 '1,0129,782

........ 64.41 1,911,476

........ .89 26,412

14..1 ....... 2,67,670

f. R. 5988 and S. 2401

In- De-
Per- Per- crease creae

cent of cent of Tons
total group

........ 42.9 1.411.910 621088 ........

........ 11.5 437,016 ........1"7.
....24.72 937,827 ---- 210

........ 2 . ?97,837 ........ 14

........ .24 9,108 .. .

K .77 1OD. 00 1',3, M 2 79,157 355

34.70 11,02, i437 2........ 27,345
........ 1_ ".. , .720 - __ 50,758

.... .89 j24711 7.... 901

43.23 l(00288 78.8.
193O ... .. Ie6 8%M7 79137 79,157

* Minimum quota for domestic ares.
In no event less than the duty free quotu (approximately 981,43 tons).

Portion of total quota which may be direct consumption sugar:

Tons raw value equivalent Tons raw value equivalent

Sugar Act ol 11. R. MW Sugar Act of [ H. R. 59M
1937 and S. 2401 1937 F and 8. 2401

Beet .................. All All Virgin Islsnds ....... NoneI None
Mainland cane ....... Al All Philippine Islands .... 0, 214 K 214
Hawai-------------.. 29,416 29.618 Cuba. ................. 37500 0,00
Puerto Rico----....... 126033 12,033 Other foreign ......... All Al

I
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TA13LE II.-Comparison of Sugar Ad of 1937 with I. R. 5988 and S-2401

Dec. 204 (a). REDISTRIBUTION oy DEFICITS IN AREA QUOTAS

Sugar Ad of 1937 H. R. 5988 and S-2401

DEFICIENCY IN ANY DOMESTIC AREA OR CUBA

Prorated to other domestic areas and
Cuba, and any portion such areas can-
not supply is to be prorated to "Other
foreign.'

Prorated to other domestic areas and
Cuba, and any portion such areas can-
not supply is to be prorated to "Other
foreign.

DEFICIENCY IN PHILIPPINE ISLANDS

Prorated to "Other foreign." Prorated as follows:
(1) To beet area and mainland cane

area an amount equivalent to the de-
ficiency in duty-free refined sugar as
per Philippine Islands Independence
Act (50 000 long tons refined).

(2) o "Other foreign" rot In excess
of 100,000 tons of the remainder of such
deficit after effect of (1) hereof.

(3) To Hawaii, Puerto Rico, Virgin
Islands, and Cuba, rorata, the re-
mainder, if any, of such deficit in excess
of 100,000 tons, after effect of (1)
hereof;

Provided: Except for (1) hereof, no
such proration of deficiency may be
filled by direct-consumption sugar.

DEFICIENCY IN "OTHER FOREIGN" FOR CALENDAR YEAR

To remaining "Other foreign." Prorated as follows:
(1) To "Other foreign" to extent of

ability to fill.
(2) Remainder, if any, after (1)

hereof, prorata to domestic areas and
Cuba.

TABLE lII.-Comparison of Sugar Act of 1937 twith II. R. 6988 and S. 2401-
Conditional Compliance Payments

Sugar Act ol 1937 11. R. 5 Sand 8. 2401

Payment Payment
TOQS weiht This oes The

Weit This Total to Tons weight This Total to

In ents tonage this In cents toonage thisime tonainrcae- tonnage
ment tobble nInt

0t,0 ......... (0.0 5.0) 6.OM 0 to 0 ............ 80.0 Wo0 65800
500to 1,500 ......... 65.0 110.0) 17.OnO WOto 7O .......... 75.0 5,250 I06SS
1,00 to 6,000 ....... 52.5 47,250 (4.25) 700 to 1,000 ......... 0.0 4,50) 1 050
6,0 to 12,000 ...... 50.0 60,Sa o 124t. 2)) to1,5. . 6.0 6,00 21.050
12,0 to 30,00..... 47.5 171,000 2951250 150 to 3,00 ....... 550 16, 500 37.550
Above 30,0 ....... 30.0 ------------ - 3, to 6,0 ....... 52.5 31, 500 69,050
Example,,0,000 30.0 12,000 4150206 r,031to I1,000 50.0 ... 00. 129.050

12,000to10,0 ----- 17.5 1_171,.000 3n.o10
Above 30,00 ..... 30.0 - ---
Ex, rAe, 50.() ... 30.0 12in 00 i42,6
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Amounts of payments at various tonnages produced:

TOL 5937 act
1 H .S Tows 1937 .8 I H. R. M96and S. 2401 and S. 2401

50.................. .$4,200 t% 6W 60 --................ - 64,250 I 9.050
70 ................. 8,--0 10 8,5 12A,0 ............... 124.250 129,050
2 .................. -11.5m MOO 30 ...0----_----_------ 2 M 250 30050
1,10 .................. 17,00 21. 0 WW ---- _-_---- - 250 42%.050
,..................32. , , ,.750 37, 5

TABLE IV.-Comparison of domestic sugar production in years 1931-33 with domestic
quotas under sugar acts

Bastc quota [1.

Average Final F o aequt, 0W e uota Baste Baste with comprsed
W od a . -! y r, w ith vera re Iw t u u w it av rag

Ara Iio y ear protduactArea 1934. 1937 cop r R .ioco 1et or

1W-1733 Jones. Jones. Act 0s ad yeas 1931-33
Costigan Costigan 061937 S. 2401

Act In- 1)- Act In- De-
crease crease crease crease

Beet .......... 1,481.950 1, 5K 166 74,216 ........ 1,613,576 1.549,896 2,612,9 133 ........
inlandd cane... 234,144 261,034 26.89D . 20M,664 4A 167 437,048 0 .0 2 -...Haswai...... I16.e1Si 9K 24 ....... 1, ,M 976,. W 93W, 037 937,8V .......1,2

VirgnIslands .... 5.30 4.304 4 ... &.462 3.916 9,206 3.8063aU - ,431 91.64 '985.7.....8O3 3,67 17,2

TotaldomestlIc. 578,
o ,08 ........ . 3697,8M ,mO5 3,M 0 ........ 0 8 ........

I After Including local consumption, 24,500 tons, raw value.
I After including local consumpton, 6&126 los, rcaw value.
aAfter including local consumption, 3765 tons, raw value.
'After Including local consumption, 88315 tons, raw value.
Compiled from cificial sources (ll In short tons raw value).

TABLE V.-Comparison of Sugar Ac of 1937 with 11. R. 6988, if amended to domestic
percentages of quota in 193? Act

Basic quotas

11. R. 508 and S.
2401 It amended

Area Sugar Act of 1837 to rnats I
diaLs~lon a. to
1937 Act Increase Decrease

Percent s Percent
oftl i T Of o total Tos - -

Beet sugar ...............................4.72 1,549,98 41.,"2 1,9&2,774 2.876.
Mslnd cam... ........................ 11.31 4A167 11.31 429,079 912.
Hawaii ................................. 2&25 9,037 2,28 957,935 19,898
Puerto Rico .......................... 21.48 797,9W2 21.4 14,909 16,92n.
Virgin Islands.......................... . 24 &916 .24 9,105 289.

Totaldorestic .................. 10000 57 000 10.00 - V402 ....--..
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The CHAIRMAN. Mr. Dickey.

STATEMENT OF 1. A. DICKEY, REPRESENTING ASSOCIATION OF
SUGAR PRODUCERS OF PUERTO RICO

Mr. DICKEY. Mr. Chairman, there are four provisions of this bill,
S. 2041, H. R. 5988, which we think are unnecessary and are unfair
to us. Before taking up those specific provisions I do feel it is neces-
sary just to give a little bit of background of our situation in Puerto
Rico because, in general, the Xlembers of Congress and the members
of this committee have little opportunity to acquaint themselves with
conditions existing there.

Quite different from other sugar-producing areas, Puerto Rico's
existence depends almost entirely upon sugar. There is no alternative.
When the price of other products is higher than sugar, Puerto Rico
must produce sugar. The island's soil and climate do not permit of
any other commercial type of agriculture that would provide more
than a fraction of the income per acre of land provided by sugar.
There is not even a county in the sugar-beet areas where sugar forms
as large a proportion of the acreage of harvested crops as sugar does
for the entire Island of Puerto Rico.

Sugar provides two-thirds of the income of the island from products
sold. Sugar pays approximately 40 percent of all taxes paid into
insular trade. Sugar provides the bulk of employment of the island's
wage earners, and nourishes all the arteries of every commercial and
industrial organism of Puerto Rico.

While the island is more dependent upon sugar for a livelihood than
any other area supplying the mainland, yet the sugar sold in the main-
land market represents only 10 to 12 percent of the mainland's con-
sump tion requirements. This 10 to 12 percent of the mainland sugar
market is more important and more necessary to the existence of
Puerto Rico than is any other area's portion of the mainland sugar
market to that particular area.
. It is for these reasons that legislation affecting sugar is extremely
important to Puerto Rico.

The quota system has penalized Puerto Rico. When the quota
system was first inaugurated through the Jones-Costigan Act, Con-
gress, in the preparation of that act, spent several months in hearings
and went carefully into all the questions as to any particular area's
share in the domestic market. At that time, Puerto Rico was given
a share in the domestic market based on the island's previous record
of marketings. It was extremely unfortunate that the 3 years chosen
as a base included 2 years in which the island's crop of sugarcane was
seriously damaged by reason of drought and hurricanes. That it was
unfortunate is shown bv the fact that in the year following the base
period the island harvested 30 percent more sugar than its quota
under the Jones-Costigan Act.

In other words, the base period chosen consisted of 2 bad years
together so it is not a fair index of Puerto Rico's ability to produce and
is not representative for any purpose. Thus, while Puerto Rico's
quota under the original Jones-Costigan Act was below the island's
demonstrated ability to produce, and far below the amount necessary
to even maintain, to say nothing of improving the economic and social
conditions of the island, the island accepted this quota in the belief
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that out of the experience gained from the operation of the act this
condition would be corrected in the future.

Puerto Rico's record justifies an increased quota: Now, let us
examine the record under the sugar-control program to date. The
record shows that Puerto Rico is the only domestic area that pro-
duced its quota in every year under the sugar-control program. The
island's record of production and marketing justifies the island's
claim that its original quota was too low, and furthermore justifies an
increase, if any increase is to be granted to any area.

When we further examine the record, we find that the 1937 Sugar
Act not only failed to correct the injustice of the Jones-Costigan
Act, but further reduced the island's quota by approximately 30,000
tons. Moreover, S. 2041, which is now before the committee, and is
a duplicate of H. R. 5988, passed by the House without hearings of
any kind, not only does not propose to remedy the injustices of the
Jones-Costigan Act and the Sugar Act of 1937, by increasing the
island's quota, but proposes to again reduce Puerto Rico's quota.
The amount of the reduction is small, it is true, but how can anyone
in the face of the record defend the failure to eliminate inequalities
established in the original Sugar Act and perpetuated in the 1937
act, which reduces the island's quota below the amount necessary to
enable the island to be self-sufficient, and below the island's demon-
strated ability to produce.

The reasons for giving the island an increase of quota are self-
evident, while there appears to be absolutely no reason for further
reducing the island's quota. Careful consideration of the facts
indicates that the only reason for again reducing Puerto Rico's quota
is simply to demonstrate that the island does not have any vote in
the Congress. This would appear to be an extremely un-Arneiican
way of solving any problem. It is merely the strong taking advantage
of the weak politically.

Puerto Rico penalized without justification: Such a procedure has
no economic justification. Tile 130,000,000 sugar consumers will not
be benefited, and the taxpayer will not be benefited. In effect, there
is no economic justification for not increasing the quota of Puerto
Rico.

The fact that the bill is not based upon any fair and reasonable con-
sideration of the situation is also seen in the fact that it proposes to
consider Puerto Rico and Hawaii along with foreign areas in the mat-
ter of distribution of any Philippine deficit. Certainly there is no
advantage to the consumer, taxpayer, or any other phase of our
national life by taking Puerto Rico'and Hawaii out of the domestic
group and including them in the foreign group in the reallocation of
any Philippine deficit.

In the first place, it is obviousto anyone at all familiar with the
sugar situation that tile Philippine deficit is of no importance to any
area so long as the war lasts. Every area in the Western Hemisphere
will be urged to produce all the sugar that it can produce so long as the
war lasts. Then we might ask ourselves, what could possibly be the
justification for including Puerto Rico and Hawaii in with foreign
areas in this connection. The answer is: There is none.

That there is no justification is further indicated by the fact that
it is apparent to anyone -that, if there had been any advantage in the



AMEND THE SUGAR ACT OF 1937, AS AMENDED

reallocation of any Philippine deficit that advantage would never have
accrued to Puerto Rico and Hawaii, as evidenced by the fact that it
is proposed to reduce the basic quota of these two areas. Thus, it is
obvious that while all areas will have a chance to produce about all
the sugar they can produce for the next years-certainly so long as
the war continues, to take this means of writing into the law that
which, on the face of it, only results in discrimination, is not justified
by any type of reasoning we can think of at this time, and it is for
that reason, for those two things in the bill, that we have asked for
relief. The least that can be done would be to give us back the per-
centage share we had in the 1937 act, and restore to us the position
we had in the reallocation of any Philippine deficit. This would not
injure anyone and would show a high degree of fainess, an effort to
deal with all areas regardless of thr position geographically in a fair
and American way which the present condition of the world indicates
is the least that can be done.

Mr. Chairman, there are two other points I would like to cover.
May I submit this for the record and have it copied in?

The CHAIRMAN. It will be inserted in the record.
(The extension of Mr. Dickey's remarks is as follows:)
Mr. DICKEY. Continues injustice in the matter of refined sugar

quota: S. 2041 continues the discrimination against Puerto Rico and
Hawaii in the matter of refined sugar. There is no more justification
today for denying American citizens in Puerto Rico and Ilawaii the
right to market their sugar in any form that they see fit than there was
when the 1937 Sugar Act was written. Certainly the main-mainland
consumer the taxpayer, nor any other group would be penalized in
any way by according Puerto Rico and Hawaii fair treatment in this
respect.

In addition to these discrimination against Puerto Rico, the 1937
Sugar Act established a scale-down of refund payments which falls
heaviest upon Puerto Rico and Hawaii. The scale-down is based on
the size of the producer. The payment for large producers is about
half the amount of the tax. In view of the fact that a large prtion
of the sugarcane in Puerto Rico can only be produced under large-scale
operations, this is a penalty against large operations. It is no more
possible to grow sugarcane in certain areas of Puerto Rico on small
scale farming operations than it is to maintain a successful sheep
ranch in Wyoming on 10 acres of land.

Under the operation of the Sugar Act in which the quota has over
most of the period been sufficiently large to result in passing the tax
back to the producer of sugar, the tax on the sugar of large producers
is more than the refund payment. In the areas in Puerto Rico in
which sugar is produced on large farms, either expensive drainage or
irrigation facilities is essential. These facilities cannot be maintained
efficiently under small-scale operations. The lands which have been
drained or irrigated are lands that wouhl not be eultivated at all
except in large scale units. Thus, a scale-down in beiiefit payment
discourages an efficient utilization of lands requring irrigation or
drainage. In view of the fact that much of the land in Puerto Rico
must be irrigated or drained, the scale-down of payments puts a
penalty on efficient use of the island's only resources; namely, its
agricultural lands. ,Moreover, under normal market conditions this
would give areas where large-scale operations are practiced, such as
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Cuba, all unfair competitive advantage, and might easily upset the
entire economy of the island.

Puerto Rico is an organized territory, an indivisible part of the
United States, subject equally with the 48 States to all Federal selective
service acts, immigration laws, tariff measures, and labor legislation.
The National Labor Relations Act, the Social Security Act, and the
wages and hours bill, S. 2475, all apply equally to Pterto Rico and
the several States. Puerto Rico accepts its share of the burdens and
responsibilities of the Nation just as does any other one of the many
units that make up the Nation. Nevertheless, when it comes to sugar
legislation it is forced to accept treatment that only some imperialistic
form of government would enforce upon its subjects.

S. 2041 in no way proposes to rectify any of the disadvantages
and discrimination against Puerto Rico aid 1lawaii, which now
exist aitd for which there is no justification, economic or otherwise.

It is urgently requested that the table on page 2, beginning on line
2 of S. 2041, be so amended as to give Puerto Rico the same percent-
age share, namely, 21.48, as provided in the 1937 act. Furthermore,
it is requested that on page 3, beginning with line 21, all on that
page be stricken out and all on page 4 through line 19 be stricken
out, and the following substituted:

(1) Revise the quota for domestic area by prorating among such areas, on
the lbi of the prorations of the quota then in effect for such areas, an amount
of sugar equal to so much of the deficit so determined as constitutes a deficit in
the duty-free qtota: and

(2) 1evit, the quota for foreign countries other than Cuba by prorating to
such foreign countries, on the basiq of the prorations of the quota then in effect
for such countries, an amount of sugar equal to the remainder of the deficit so
determined.

Likewise, it is proposed that the table on page 6 be changed so as
to eliminate the last three categories beginning with 6,000 tbns, and
the following substituted to read "more than 6,000 tons, $0.275."

Senator D:,vis. Did I understand you to say there were no hear-
ings held on this bill in the Ilonse?

Mr. DicKEY. None. The Delegate fmm lawaii just said-before
von came in Senator-there were no hearings held or reports asked
trom any of the departments.

The CHAIRMAN. Mr. Greene, Ilawaiian Sugar Planters' Association.

STATEMENT OF ERNEST W. GREENE, REPRESENTING HAWAIIAN
SUGAR PLANTERS' ASSOCIATION

Mr. GREENE. My name is Ernest Greene. I appear on behalf of
the sugar producers in the Territory of Ilawaii.

Ilawaii is an incorporated Territory of the United States. Its
sugar production is a part of domestic sugar production and is entitled
to equal treatment with any one of the sugar-producing States.

Mr. Chairman, it is desirable that the quota system should continue.
It has been aptly characterized as a cushion in event of disorderly
conditions in the sugar market, sugar production, and in the distribu-
tion of sugar in this country if after the present emergency such condi-
tions might tend to arise. It is desirable to have a quota system on the
statute books to provide such cushion. Our objection is that II. R.
5988 has two sharp, pins in that part of the cushion provided for the
Territory of hawaii.
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The CHAIRMAN. And Puerto Rico?
ir. GREENE. And Puerto Rico. And its sharp pins are that not-

withstanding the fact that during this emergency the terms of the
existing act are sufficiently flexible to provide for the transfer of
deficits so that if the demand for sugar exists as it does today and as
it probably will during the remainder of this emergency, every pro-
ducer able to do so can grow and market as much sugar as he can
produce. The pins are when we sit on our part of the cushion and
find-No. 1-that which would be established by the enactment of
5988, that certain other domestic areas are to have increases in their
quotas while we are held rigidly at what in its basic form represents
a very considerable restriction upon our capacity; and pin No. 2 is
that we would find ourselves with respect to the distribution of de-
ficiencies facing a precedent i1 H. R. 5988 whereby we had been
removed from the equal status with respect to quotas where Hawaii
is now, in the 1937 act, and relegated to a second and third category
as compared with the sugar-beet area and sugar-cane area of the
mainland in a distribution of the deficiency.

The Sugar Act of 1937 provided a shed ule of percentage distribu-
tion, among the several domestic areas, of that part of the total sugar
consumption of the United States allocated to domestic areas. The
percentages in that act were determined after lengthy hearings and a
careful study of the entire sugar situation. Section 202 of the Sugar
Act of 1937 allocated to Hawaii 25.25 percent of the total quota
allocated to all domestic areas.

We protest the percen'age division among domestic areas which is
incorporated in section 202, as amended by 11. R. 5988, and which
reduces the share of Hawaii to 24.72 percent in order to provide
shares larger than those allocated by the 1937 act to certain other
areas.

Tables and comparisons previously presented to this committee by
the Delegate from Hawaii show that sugar producers in Hawaii were
compelled by the original sugar-quota legislation in 1934 to reduce
their actual production at that time. This basic restriction has per-
sisted up to the present time. It is now proposed, by the terms of
H. R. 5988, to limit Hawaii to this restricted production while per-
mitting further expansion in other areas. We protest discriminatory
treatment.

Section 2 of 11. R. 5988 would amend section 204 of the Sugar Act
of 1937 by changing the disposition of any deficiency in the quota of
the Philippine Islands. It would provide a first category for the
beet-sugar area and mainland sugar-cane area and relegate Hawaii to
a third category. Hawaii should be on a parity with the other
domestic areas with respect, to any Philippine deficiency, as well as
in all other matters, and should have its proportionate share in terms
accorded to other domestic producers in any domestic area.

We believe that the variations proposed by H. R. 5988 from basic
principles established in the Sugar Act of 1937, are important and far
reaching in their effects. If any of them are intended to meet condi-
tions of the present emergency the language of the bill does not dis-
close such intent. The changes are made parts of permanent legis-
lation and will undoubtedly be cited as precedents if enacted.

We protest the continuation of the discrimination contained in sec-
tion 207 (a) of the Sugar Act of 1937, which, upon a basis different
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from that applied to other areas, restricts that portion of the sugar
quota of Hawaii which may be shipped in the form of direct-con-
sumption sugar.

It is true that the extension of sugar-quota legislation, as embodied
in the Sugar Act of 1937, is desirable. We protest, however, the
important and far-reaching changes proposed by 11. R. 5988 in certain
of the basic principles in the Sugar Act of 1937.

The CHAIRMAN. Mr. Quinn.

STATEMENT OF ARTHUR L. QUINN, REPRESENTING REFINED
SUGAR INDUSTRY OF PUERTO RICO

Mir. QUINN. I just want to speak for about 1 minute in behalf of
the refined sugar industry of Puerto Rico.

As you know this bill continues the restriction on the manufacture
of refined sugar from Puerto Rico to the United States. I want to
leave this thought with the committee: Ordinarily, the United States
today is dependent upon facilities located between Boston and Balti-
more for over 50 percent of the refined sugar we consume, and I want
to raise the question as to whether or not that is a healthy situation
in view of this emergency situation which confronts us now, and to
request this committee-

The CHAIRMAN (interposifig). You are speaking of cane sugar?
Mr. QUINN. Yes; over 50 percent of the facilities for refining cane

sugar are located within a 500-mile radius, between Boston and
Bal timore, and it is on that basis I want to leave the thought with
this committee to request the removal of the restriction on tle manu-
facture of refined sugar from Puerto Rico for shipment to the mainland.

Senator DAVIS. I1ow many employees are there in the refinery
business between Baltimore and Boston?

Mr. QUINN. It would be just a guess, Senator, but I would imagine
it would be about 10,000.

Senator DAvis. Wiat is the difference between wages here and
Puerto Rico, here and there, where they do their own refining?

Mr. QUINN. As you know there is a differential in this country
between the North and the South, and our wage scale would compare
very favorably with the wage scale in the South.

The CHAIRMAN. Mr. Ferris, Florida producers.

STATEMENT OF JOSIAH FERRIS, JR., REPRESENTING PRODUCERS
OF CANE SUGAR IN FLORIDA

Mr. FERRIS. My name is Josiah Ferris, Jr. I am an officer of the
United States Sugar Corporation and speak for and on behalf of the
producers of cane sugar in Florida.

Florida sugar prodLcers are opposed to the companion bills H. R.
5988 and S. 2041 because they serve no useful purpose at this time.
Existing legislation which these companion bills propose to extend for
years is, in effect, suspended "for the duration." Athough it is not
officially designated as "suspension," nevertheless the existing quotas
because of their huge size, far in excess of actual consumption, are in
reality a suspension of current restrictions. We have been informed,
through public announcements, that the Secretary of Agriculture,
under the powers vested in him by current and proposed legislation,
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intends to continue present excessive quotas, or no quotas. It is thus
clear that any continuation of existing sugar legislation, or any new
legislation at this time, can only result in continuing the existing non-
existence of quotas.

We are today facing a situation which requires all-out effort on the
part of all of us-we should not attempt to find ways and means of
restricting the much needed output of a nonsurplus crop.

Florida producers sincerely believe that tne passage of any sugar
legislation would be ill-advised.

Senator DAvis. How many acres of sugar-producing land are there
in Florida?

Mr. FERRIS. Approximately 30,000.
The CHAIRMAN. Mr. Bunker.

STATEMENT OF ELLSWORTH BUNKER, REPRESENTING UNITED
STATES CANE SUGAR REFINERS' ASSOCIATION

Mr. BUNKER. Mr. Chaiman, I have a short letter which sumnima-
rizes our viewpoint on the bill which I would like to present and make
a brief statement for the record.

The CHAIRMAN. Do you wish it to go in the record?
Mr. BUNKER. Yes; if I may.
The CHAIRMAN. All right.
Mr. BUNKER. I don't want to make any lengthy statement about

the bill except to say that I think that as far as our industry is con-
cerned, it maintains about the present status quo on the volume of
business available to us.

The CHAIRMAN. You are the refiners?
Mr. BUNKER. Yes; I represent the United States Cane Sugar

Refiners' Association, and we feel, both labor and management in the
industry, that this represents a fair method of approach to a problem
which has been controversial for a good many years, and it has the
merit of providing stability in the extension of the act for a period of
3 years. We feel it deserves support on that basis.

The CHAIRMAN. It maintains the status of the domestic cane
producers?

Mr. BUNKER. It leaves the cane refiners in about their present
status which, I have pointed out at past hearings, was established
pretty close to the minimum when the '34 act wai passed and has
not been changed; but we are satisfied to go along for the present on
that basis.

The CHAIRMAN. Any questions, Senator?
Senator VANDENBERO. No.
(The letter referred to by Mr. Bunker is as follows:)

DECEMBER 9, 1941.
Con ir.aW'T enate Finance Committee, Washington, D. C.

DEAR SENATOR GEoROL: The bill, S. 2011, which is now being considered before
the Senate Finance Committee, has the principal purpose of extending the Sugar
Act of 1937 for 3 years. Although the bill is not completely satisfactory to all
elements in the American sugar system, and although it may be advisable to
amend it in certain minor particulars, nevertheless we believe that on the whole
the bill is satisfactory and we recommend that it be enacted by Congress.

The most important question raised by any sugar legislation from our point
of view is naturally this, "Does the proposed legislation maintain the volume of
business which is now assigned by the quotas to the continental cane sugar re-
fining industry?" S. 2041 neither increases nor decreases the volume of refining
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done by our industry. The bill does decrease the quota now assigned to the
refining industry in Cuba, but this reduction in Cuban refining does not inure
to our benefit because it is largely offset by an expansion of the refined beet-sugar
quota.

In any sugar legislation a second point arises, "Does the bill in question raise
the price of sugar to consumers?" Our industry is opposed to high prices. S.
2041 does not increase the excise tax on sugar nor does it reduce the total quantities
of sugar made available to the market. Consumers are not affected in one way
or another.

We have read the bill with the third consideration in mind, "Does this bill
rejudice the long-run position of sugar producers in the American islands, in
uba, and'in other Latin-American countries?" We are opposed to any sugar

legislation which would hurt the sugar-producing islands primarily because we
are a processor of raw material produced by those islands. The bill does not
modify the present quota assigned to Puerto hRico, and the sugar industry in that
island is now in a boom.

From the point of view of Cuba, the most important feature of the proposed
bill is that it extends the present sugar plant for 3 years. Cuba is to continue to
have a guaranteed share of the American market. In addition, under the con-
templated revision of the Cuban reciprocal trade agreement, Cuba is to obtain a
reduction in the duty of her raw sugar to 75 cents per hundred pounds, the lowest
on record. The quota system under the Sugar Act and the reduced duty under
the Cuban reciprocal trade agreement are integral parts of one general American
sugar policy.

It is true that the proposed bill provides for reduction of some 53,000 tons in
Cuba's basic quota. The value of this sugar, at current price levels, is less than
one-half of the increase in income which Cuba will obtain from the contemplated
reduction in her duty.
S. 2041 also promises Cuba an additional $16,000,000 income because the bill

would assign her a substantial portion of the so-called Philippine deficit.
During the present emergency Cuba's sugar income will be larger than it has

been in any period since the prosperity years of the 1920's. Cuba's position after
the emergency will be greatly helped by the passage of the bill before us. Under
its provisions she will obtain a quota not substantially different from that which
she has received in recent years, and in addition, she will continue to receive a
protected price behind the American quota wall.

We must oppose anT legislation in sugar which would be patently harmful to
the future of Cuba. We sincerely believe that the present bill will not b~c contrary
to her interests in the long run.

We emphasize that the extension of the Sugar Act for 3 years is one of the most
salutary features of the bill. It will be a distinct advantage to labor, agriculture,
and management in the American sugar system, including Cuba, to know that
the stabilizing effect of the quota system will be in existence after the present
emergency is over.

In summary, this bill, S. 2041, at least maintains the present annual volume of
the cane sugar refining industry. It holds no provisions to raise the price of sugar
to the detriment of consumers. On balance, the bill does not prejudice the long-
range outlook for sugar growers and processors in Cuba and other Latin-American
countries and finally, the bill by extending the Sugar Act for 3 years will bring
assurances to consumers and to all sugar groups-domestic and foreign. A 3-year
extension of the quota system is a constructive step. We see no reason why
the various branches of the sugar industry should not give S. 2041 their support.

Respectfully yours, ELLSWORTH BUNKER,

Chairman of (he United States Cane Sugar Refiners Association.

(Extension of remarks by Mr. Bunker is as follows:)
Mr. BUNKER. My name is Ellsworth Bunker and I appear before

you as chairman of the United States Cane Sugar Refiners' Associa-
tion. Our association has as its members those companies in conti-
nental United States which are engaged principally in the refining and
distribution of cane sugar. The plants in our industry, which produce
about two-thirds of all the refined sugar consumed in this country,
are located in California, Texas Louisiana, Georgia, New Yor,
Maryland, Pennsylvania, New Jersey, and Massachusetts. To a
limited extent cane-sugar refining is done in Indiana and Wisccnsin.
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The cane-sugar refining industry, standing between the producer of
raw sugar and the consumer of refined sugar, is an integral and indis-
pensable part of the American sugar system. lhen any sugar legis-
lation is proposed in Congress, we, of course, must appraise that legisla-
tion from the point of view of its effect upon our employees, our stock-
holders, and our customers. The question foremost in our minds is
this: What effect will the legislation in question have upon the volume
of business; that is, the amount of refining, which can be done by us?

The amount of refining determines how much work can be made
available to our employees; it is an important factor in determining
the returns to stockholders and, of course, it determines whether or
not we are able to furnish sugar in normal quantities to our customers.

As the members of your committee well appreciate, the present sugar
quota law, which has been in effect since 1934, regulates the marketing
of raw and refined sugar by all groups. For our industry, this means
essentially that the quotas regulate the quantity of raw cane sugar
which we may purchase. Because the quotas limit our purchase of
raw sugar, they necessarily place a ceiling upon the amount of sugar
which we can melt, refine, and market. It is for this reason that our
industry has consistently opposed any modification in the Sugar Act
which would change the quotas on raw or refined sugai in such a way
as to reduce our permissible volume of business. Any other position
on our part regarding quotas would be a violation of our trust to the
18,000 men and women who work in the industry and to the thousands
of persons who have an investment in it.

A second question which we, as managers of the industry, must raise
with reference to any sugar legislation is this: Will the legislation tend
to raise sugar prices to the consumers of our product?

Our industry always is harmed by unduly high prices. As a matter
of fact, our economic interests are best served when prices are moder-
ate and reasonably steady. Excessively high prices bring an un-
favorable reaction from household and industrial consumers of sugar
with a subsequent decrease in consumption. Unstable and fluctu-
ating prices, on the other hand, increase the financial risk inherent
in our industry and, I might add, that those risks are considerable.
The earnings which have accrued to our industry since the Sugar
Act has been in effect have been extremely moderate and much lower,
as a percentage of investment, than any other branch of the American
sugar system. High sugar prices, with erratic fluctuations, would
tend to further depress our earnings.

A third question which we must raise regarding any sugar legis-
lation is this: Does it prejudice the economic and financial position
of the raw cane-sugar producers from whom we obtain the great
bulk of our raw materials?

Obviously, if the growers and processors of raw sugar in the Ameri-
can insular areas, in Cuba, and in other Latin-American countries,
are harmed by sugar legislation, the effect will be, in the long run,
that they will produce and ship less sugar to us. If the economic
future of these tropical areas is depressed or hampered by sugar
legislation, our supply of raw material would be placed in jeopardy.
We must have raw sugar to operate our plants and to furnish con-
sumers with their requirements.

Furthermore, I must point out that our industry is located on the
seaboard of the United States and there are many businesses and
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thousands of workers outside of the sugar-refining industry, whose
economic interests are vitally affected by the quantity and value of
the trade of the United States with the sugar-producing islands. We
believe that that trade should be maintained in normal volume for
tile mutual benefit of the tropical islands on the one hand and of the
United States on the other. It is especially important at this time
that nothing should be done in sugar legislation which would be
patently harmful to Latin America.

And lastly, there is one feature of any sugar legislation which is of
fundamental interest to us, and that is:

How long is the legislation going to be in effect?
Our industry, along with any other American business, seeks to

have a maximum degree of permanency in any Federal legislation
under Iich it operates. The members of this committee will recall
that sugar legislation has been before Congress almost every year
since 1934. In the spring and summer of 1941, the representatives of
the sugar industry testified at great length before Congress with
respect to a revision of the Sugar Act. No legislation was put into
effect.

We recognize that the sugar problem is a difficult one. Any legis-
lation relating to the industry must of necessity be difficult to evolve.
Controversies are certain to arise. The inevitable conflict of economic
interests means that considerable time must be spent in the legislative
process. On the other hand, I know that you appreciate that no
group of businessmen, organized labor, or American agriculture,
desires to spend any more time in Washington on this problem than
is absolutely necessary. We wish to see tile problem solved.

But we seek permanent legislation for a more fundamental and
important reason. An extension of the Sugar Act merely from 1 year
to the nxet nceessarily makes it difficult for us as well as for any sugar
group, to plan for the future. We would like to know as for in
advance as possible what the quotas are to be, what the sugar tax is
to be, and what the prices are to be. This is particularly true during
the present emergency. At this time all businessmen, whether in
sugar or in any other industry, find it difficult to plan ahead because
of the inevitable uncertainties arising out of our national-defense
program.

It is for these general reasons that we are extremely hopeful that
legislation can be worked out in this session of Congress which will
extend the quota system for a maximum number of years.

I should like to consider, at this time, the particular bill, S. 2041,
now before this comndttee. I should like to examine to what extent
that bill meets the general requirements of legislation which we deem
to be fair and equitable to our employees, to our customers, and to
oui stockholders. The first question is: Does the proposed legisla-
tion maintain the volume of business Which is now assigned by the
quotas to the continental cane sugar refining industry? The answer,
in short, is yes.

Under the present act, assuming a basic level of consumption of
6 683,000 tons a year, the continental refiners are permitted to pur-
chase approximately 4,437,000 tons of raw sugar. As I have explained
before, we are able to obtain this approximate quantity of sugar as
our raw material and consequently we are able to sustain a given
amount of employment and sales. Under the provisions of S. 2041,
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the beet-sugar industry's basic quota is increased by about 62000
tons. But this additional sugar for the beet-sugar industry is obtained
largely by a reduction in tie direct-consumption sugar quota now
assigned to Cuba. The net effect of this is a shifting of refined sugar
quotas from Cuba to the beet-sugar industry without changing the
present status of our industry. For all practical purposes, our posi-
tion remains unchanged. Approximately the same amount of raw
sugar will be made available to us.

The second question is: How does tlis bill affect the price of sugar
to consumers? The bill extends the Sugar Act for 3 years. With
sugar supplies under control by the Government, it can be anticipated
that sugar prices will tend to be steadier than they would be in the
absence of such control. I believe that all of the sugar groups affected
by this bill are in agreement with me on this point. A wiping out of
the quota system, at this time, certainly will not tend to make prices
more stable.

As to the level of prices, this bill establishes the means to maintain
a reasonable price of sugar to consuners, rather than a high one. I
recognize that the future of sugar prices, just as the future of all prices
in the United States, is extremely difficult to forecast. I am not nick-
ing a forecast of sugar prices at this time. I merely point out that this
bill promises to provide the means by which sugar supplies can be
maintained (luring this emergency without unduly burdening
consumers.

There is some doubt that the beet-sugar crop, during the coming
year (1942) may be smaller than normal because of the desire of
farmers to raise other competitive crops, now advancing in price.
The production costs of the farmer are also rising. Broadly speaking,
there are two aiiernative methods of raising the beet farmer's income
in order to maintain normal production; the first is to raise the price
of sugar which in turn would increase the market price of sugar beets,
and the second is to increase the cash subsidies paid directly to farm-
ers under the present Sugar Act. The statistical evidence appears
to indicate that during this emergency it is more economical for the
Nation to offset the higher costs of producing sugar beets and sugar-
cane by slightly increasing sugar subsidies, as proposed in S. 2041,
rather than by offsetting higher costs by increasing the price of sugar.

It is my understanding that the increase in benefit payments, as
contemplated by this bill, can be financed without increasing the
present tax on sugar-a tax, of course, which is reflected in the con-
sumer's price. A lower level of payments should be reestablished at
the time that the Secretary of Agriculture finds that the additional
payments are not necessary to maintain a normal volume of domestic
sugar consumption.

We have read the bill S. 2041 with our third question in mind:
Does this bill prejudice the ldng-run position of sugar producers in

the American islands, in Cuba, and in other Latin-American countries?
We sincerely believe that it does not.

S. 2041 would expand slightly the sugar quotas for both Hawaii
and Puerto Rico and it would grant them slightly higher benefit
payments to offset their increase in cost which may arise during this
emergency. All of the evidence indicates that in the coming year the
economic and financial position of the sugar industry in Puerto Rico
and Hawaii will be better than at any time since 1934. Prices are
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remunerative, benefit payments are substantial and crops are not to
be limited by quotas.

The position that Cuba would occupy under the proposed legislation
cannot be understood without a short review of Cuba's position since
1934 under our new sugar policy. As the members of this committee
well know, the Sugar Act of 1934 gave Cuba an assured volume of
business in the American sugar market, and by reason of the fact that
the duty on her raw sugar was substantially reduced under the Cuban
reciprocal trade agreement Cuba received a much higher price for
her sugar here than she did previously. The net result of the larger
volume of sales and a higher price was that Cuba received an income
from the sale of her major commodity which was large enough to
provide a reasonable degree of stability to her national economy.

From the point of view of Cuba, the most important feature of the
proposed bill is that it extends the present sugar plan for 3 years.
Cuba is to continue to have a guaranteed share of the American mar-
ket. In addition, under the contemplated revisions of the Cuban
Reciprocal Trade Agreement, Cuba is to obtain a reduction in the
duty on her raw sugar to 75 cents per hundred pounds, the lowest on
record. In a normal quota year the value of the contemplated reduc-
tion in duty is about $6,000,000. It is true that this bill, S. 2041, does
not provide directly for the duty reduction. But it is equally true
that a duty reduction of this magnitude could not well be seriously
considered unless the assumption was made that the quota system
was to continue. It is also tiue that the continuation of the act
assures Cuba that her present reduced duty will remain in effect.
The quota system under the Sugar Act and the reduced duty under
the Cuban Reciprocal Trade Agreement are integral parts of one gen-
eral American sugar policy.

It is true that the proposed bill provides for a reduction of 53,000
tons in Cuba's basic quota. The value of this sugar at current levels
is about $2,400,000, which is less than one-half of the increase in income
which Cuba will obtain from the contemplated reduction in her duty.

And there is a further possible compensation for the reduction in
the Cuban quota. Under the present Sugar Act, Cuba has no guaran-
teed right to participate in any deficit which may arise in the Philip-
pine quota. I call your attention to the fact thatunder the Philippine
Independence Act there is a progressive export tax beginning this year
on the so-called duty-free portion of the Philippine quota. The prac-
tical effect of this tax on Philippine sugar, which becomes 100 percent
of the full duty rate by 1946, will be to reduce greatly the shipments
of Philippine sugar to this country. The bill before us provides thatany deficit in the duty-free Philippine quota of raw sugar is assigned
to Puerto Rico, Hawaii, and Cuba. It is doubtful whether Hawaii has
the power to produce any substantial amount of sugar in excess of her
normal amount of shipments. As a result, the Philippine deficit will
accrue largely to Puerto Rico and Cuba. If there should be in the
future a 500,000-ton deficit in the Philippine quota, Cuba will receive
about 70 percent, or 350,000 tons. The current value of this quan-
tity of sugar which could be shipped from Cuba is estimated to be
about $16,000,000.

As spokesman for the continental cane sugar refining industry, I
testified before a congressional committee at an earlier date this year
that Cuba should obtain her fair share of the Philippine deficit.
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Because of circumstances arising out of the war, Cuba in 1941 has
obtained a gross sugar income substantially in excess of that on the
average in recent years. In 1942 Cuba stands in a position to harvest
a large crop at remunerative prices, and her gross sugar income for
that crop promises to be about 50 percent higher than it was in recent
quota years. Current prosperity in Cuba, arising from the war,
gives her an opportunity to strengthen her position economically and

nancially for t e reaction which will probably follow in her economy
after this emergency. But Cuba's position after the emergency will
be greatly improved by the passage of the bill before us. Under its
provisions she will obtain a quota not substantially different from that
which she has received in recent years, and Cuba will receive a pro-
tected price behind the American quota wall.

Adding all of these facts "together, we are convinced that during the
next 3 years, on the whole, the Cuban sugar industry will experience
a period of relative prosperity. This, in turn, will have a beneficial
effect upon our national policy of strengthening our economic and
financial ties with Latin America. Cuba's income and trade will
increase, and our trade with that island will reflect this increase.
This is as it should be.

We must oppose any legislation which would be definitely harmful
to the future of Cuba. I sincerely believe that the present bill will
not be contrary to her interests in the long run.

The last and final question is this: Does this bill promise to inject
some degree of certainty into the sugar industry generally? I believe
that it does. This bill would continue the present quotas for 3 years.
If the war should terminate suddenly to bring about a condition
wherein there is an excess of sugar available to the American market,
the quotas can be adjusted in such a way as to give an adequate price
protection to domestic producers and to Cuba. On the other hand,
if the war should continue, there is nothing in this bill which could
prove to be contrary to the interests of producers or consumers. A
continuation of the quota system, in short, offers the Government an
opportunity to play a constructive role in the inevitable reaction which
will occur in the sugar industry after the war without slowing down
or obstructing, in any way, the Government's action during the
emergency.

We emphasize that the extension of the Sugar Act for 3 years is
one of the most salutary features of the bill. It will be a distinct
advantage to labor, agriculture, and management in the American
sugar system, including Cuba. All sugar groups should set aside
their differences for this period in order to gain a maximum benefit for
all.

Fourth. In summary, this bill, S. 2041, at least maintains the
present volume of the cane sugar refining industry. It holds no
provisions to raise the price of sugar to the detriment of consumers.
On balance, the bill does not prejudice the long-range outlook for
sugar growers and processors in Cuba and other Latin-American
countries. And finally, the bill by extending the Sugar Act for 3
years will bring assurances to consumers and to all sugar groups-
domestic and foreign. A 3-year extension of the quota system is a
constructive step.

We see no reason why the various branches of the sugar industry
should not give S. 2041 their support.

The CHAIRMAN. Mr. Patchin.



AMEND THE SUGAR ACT OF 1937, AS AMENDED 73

STATEMENT OP ROBERT H. PATCHIN, VICE PRESIDENT, W. R.
GRACE & CO., NEW YORK CITY

Mr. PATCHIN. My name is Robert H. Patchin. I am vice president
of IV. R. Grace & Co., New York, and I appear here on behalf of that
firm and on behalf of the Peruvian-American Association, an organi-
zation of American business interests doing business with and having
interests in Peru.

My interest and tile interest of this association in this bill derives
from the provisions of the act to the effect that deficiencies in the
Philippine quota shall be reallocated to full-duty countries other than
Cuba. These full-duty countries have under the basic quotas of the
Sugar Act only about two-fifths of 1 percent of the total consumption
of the continental United States, which works out in practice when
the consumption ranges from six to seven million tons annually, to
something like from twenty-four to twenty-seven thousand tons for
all full-duty countries other than Cuba, and until about 1937 they
had no means of increasing their share in our market except propor-
tionately.

At that time the Sugar Act was amended to provide that Philippine
deficits when incurred would be reallocated among the full-duty coun-
tries other than Cuba, and that corrected a feeling on their part that
they were being discriminated against, and they hoped as consump-
tion grew and the Philippine deficit grew they would get a larger share.
In 3 of the 4 years since that time these foreign countries, other than
Cuba, have shipped more sugar into the United States, chiefly Peru,
San Domingo, and Haiti. The Fulmer bill provides that the amount
of the Philippine deficit allocable to full-duty countries hereafter
should be limited to 100,000 tons-it puts a ceiling on what they
may get from the Philippines. The statement was made here today
indicating the belief that this 100,000 tons is about as much as the
full-duty countries other than Cuba have ever shipped- in. WN e say
that is not the case. For instance, this year the Department of Agri-
culture figures show that for 11 months ending December 1, the foreign
countries other than Cuba have shipped into the United States 181,806
short tons of sugar, and there is still more to come afloat from some
of those countries which might well bring it up close to 200,000 tons.

Senator VANDENBERG. IWasn't that 100,000-ton figure based on the
total prior to any participation in the Philippine deficit? Wouldn't
that be true?

Mr. PATCHIN. I don't think the foreign countries have ever been
shipping in any more than twenty-six or twenty-seven thousand tons
without the aid of sugar reallocated from the Philippine deficit.

Senator VANDENBERo. That was the point.
Mr. PATCHIN. The effect of the Fulmer bill is it freezes their part of

the Philippine deficit to very much less than they would get if the law
remain edunchanged. Of course, there is an indication that there will
be a much larger deficit during next year and these foreign countries
will certainly feel very much disappointed that they cannot participate
to a larger extent. They will feel, I am sure, that just as soon as this
law, existing law, has begun to yield something to their benefit, it is
curtailed. That is a very bad situation to have at this time when our
defense policy calls for close cooperation with countries like Peru and
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San Domingo and other countries who are supplying sugar. It also
would seem that to limit to 100,000 tons the sugar which the United
States can obtain from foreign countries other than at a time when a
sugar shortage threatens here would be poor policy.

The Peruvian-American Association, whose members are engaged
in a wide pursuit of trade, commerce, and industry in Peru, presents
this letter addressed to the committee:

Peru is traditionally one of the best friends the United States has in the Western
Ilem'sphere. It is probably safe to say that no country has shown, over the
course of the years, a greater disposition than Peru to cooperate with the United
States on international affairs, or a more favorable treatment to American eco-
nowtic interests.

Yet, Peru has been, for the last several years, one of the Latin-American
countries least favored by the United States. In the financial field, for instance,
Peru has not to date participated in the credits that are being extended to other
countries for the stabilization of exchange, the development of new industries, or
the construction of public works. In the econonic sphere, Peru has for years
awaited, and is still awaiting, the conclusion of a trade treaty with the United
States which might permit a mutually desired and mutually beneficial increase
in the export and import trade of both countries with each other.

A source of profound disappointment to Peru in her economic relations with
the United States, has been the treatment accorded to Peruvian sugar under
the United States Sugar Act of 1937, which in effect allotted to that country a
basic participation of less than one-tenth of 1 percent of the total quota. The
insignificance of this allotment way best be appreciated from the fact that, out
of the total initial quota of 6,616,817 tons for 1941, the basic participation of
Peru, with an annual production in excess of 400,000 tons, was only 6,748 tons.

The unfortunate impression created by the above limitation was alleviated,
however, by the partial redress promised by section 204 of the act. This section
in substance provided that (a) in the event of failure of the Philippine Islands to
fill their quota for any one year, their deficiency should be prorated to foreign
countries other than Cuba, and that (b) in the evert of failure of any countrie3
other than Cuba to fill the quotas or deficiencies prorated to them, their deficiencies
should in turn be prorated to foreign full-duty countries having filled their own
quotas and prorations.

Peru was thus led to expect that notwithstanding the insignificance of her initial
yearly quotas, her position would be remedied whenever the Philippine Islands
should fail to fill their quota. So long as the operation of this provision seemed
far removed, the provision was allowed to remain unchanged, and Peruvian
producers were allowed to nurse their hopes for their eventual redress under the
terms thereof, and this turned out to be the case.

This year, through the development of a substantial gap in the Philippine quota,
and through the failure of other full-duty countries to fill the Philippine defici-
encies reallotted to them, Peru has had the long-awaited opportunity to increase
substantially her participation in the world's sales of sugar to the United States,
and her total shipments this year will be over 150,000 tons, her full quota as
revised.

I should, at this time, point out that last year there was no Philippine
deficit, so she got nothing additional from the Philippines only what
some of the full-duty countries couldn't supply.

This has come, indeed, at a time to benefit not only Peru but the United States
as well. On the one hand, Peru was faced by a severe economic crisis as a result of
the loss of her European markets. On the other, the United States was not only
in need of sugar, but %ias alqo anxious, for reasons of hem ipheredefense,to
relieve the dependency of Peru and other Latin-American countries upon the
markets of Europe.

Just at this time, however, Peru is threatened by the Fulmer bill which, like
the Adams-O'Mahoney bill introduced earlier this year, would, if enacted, be
tantamount to a repudiation of the promise which, under the terms of the Sugar
Act of 1937, has been held out to Peru and other full-duty countries during all
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these years. Under the provisions of the Fulmer bill, Peru and the other full-
duty countries, which are subject to a duty of 1.87% cents per pound and which,
in the aggregate, are already limited to an initial quota of less than two-fifths of
I percent of the total initial quota, would be further limited to a participation
of not more than 100.000 tons in the reallocation of future Philippine deficiencies,
and this only after a prior allocation of a portion of this deficiency to domestic
producers w ho already enjoy a participation of almost 30 percent of the total
quota. And any Philippine deficiencies in excess of these allocations wold be
teallotted to Ilawaii, Puerto Rico, the Virgin Ilands, and Cuba, Niho already
enjoy in the aggregate a participation of nearly 55 percent of the total quota and
sho further enjoy duty exemption or preferences.

What this would mean to Peru is that, even assuming a total failure in the
Philippine quotas, her participation in the respective reallocations would be
limited to approximately 22,000 tons, since Peru's share of the initial quota
allotted to full-duty countries is roughly 22 percent. Thus, assuming that the
other full-duty countries should fill their respective reallocations aggregating
78,000 tons, the doors of the United States would, in effect, be close to all but
25,000 to 30,000 tots of Peruvian sugar (22,000 tons as above plus Peru's initial
quota, which for 1941 was 5,748 tons), representing barely 7%* percent of Peru's
sugar production. All of the good that has been done by the operation of the
reallotinent provisions of the Sugar Act of 1937, would thus be destroyed at one
stroke by the Fulmer bill, to say nothing of the confusion that would surely be
created in Peru by what to our good neighbors would be the incomprehensible
act of taking away when its value has been proved a privilege that was granted
when its value iwas problematical.

At the time of the Adams-O'Mahoney bill, considerable resentment was aroused
in Peru, and opponents of our country's policy did not lose the opportunity to
endeavor to promote ill-feeling, a similar reaction may very well occur if the
Fulmer bill were enacted.

Entirely apart, however, from the hemisphere-defense phase of the good-
neighbor policy, we must consider the detrimental effect that the enactment of
this bill would have upon the future development of our foreign trade with Peru.
We cannot expect to sell to Peru more than we will buy from her, especially at a
time when her European markets are closed and she cannot depend on triangular
balances to settle adverse bilateral balances in her trade with us. For the last
5 years, Peru's visible trade with the United States hac been adverse to her, to
say nothing of equally adverse invisible balances. This situation -cannot be
expected to continue indefinitely. Unless we give Peru a chance to sell us more
of her products, our own sales to Peru must of necessity be curtailed. Following
are figures of our visible trade with Peru during each of the last 5 years, as pub-
lished by the United States Department of Commerce:

1940, United States exports to Peru, $23,123,000i United States imports from
Peru, $17,943,000.

1939, United States exports to Peru, $19,246,000; United States imports from
Peru, $13,959,000.

1938. United States exports to Peru, $16,892,000; United States imports from
Peru, $12,813,000.

1937, United States exports to Peru, $19,001,000; United States imports from
Peru, $16,525,000.

1936, United States exports to Peru, $13,439,000; United States importsfrom
Peru, $9,023,000.

We respectfully submit that due regard for the situation and for the feelings
of friendly Peru suggests that no action should be taken which would adversely
affect her existing participation in our sugar market. The measure under con-
sideration should therefore be defeated.Respectfully, PERUVIAN-AMERICAN ASSOCIATION, INC.

WADE H. EVERHAHr, Secretary.

I want to add at this point that onr export! trade to Peru consists
of a wide range of articles of practically every kind and dt'sciption and
not solely manufactured articles. Tfhe point has often been made in
discussions concerning trade with Latin-American countries that they
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sacrificed some American agricultural interest and that the benefits
are solely for tle manufacturing interests. Well, a calculation made
this morning of the total exports to Peru showed that upward of 16 per-
cent over a period have consisted of foodstuffs, agricultural products,
to say nothing of natural products, which enter into processed articles,
so that in this export trade not only the manufacturer and the manu-
factured things of the United States are benefited, but the agri-
cultural interests to a smaller extent.

Now, I would like to add briefly to that some other comment.
Peruvian sugar is grown in areas of limited space and within limited

weather conditions; large expansion of Peruvian sugar is not prac-
ticable, and, therefore, Peru cannot be regarded as even a potential
menace to the sugar-producing world at large.

I mention that because in the past there has been in some areas a
tremendous expansion of sugar production which has hung over the
whole sugar situation for years afterward.

The Fulmer bill, it seems to me, gives something to most of the
important elements but it takes away something from the foreign
countries other than Cuba.

I have been told, but have not had time to verify it, that the basic
quota which the bill would provide for the foreign countries other
than Cuba is reduced below even the meager percentages provided
for other countries other than Cuba, in the International Sugar Agree-
ment to which the United States is a party and which is a treaty. The

secretary of State and the Secretary of Agriculture expressed their
opposition to the bill when it was pending in the House, and I believe
here. The solicitude of the Secretary of State for the good-neighbor
policy has been referred to elsewhere as a love affair with South Am-
erica; the relationship of the United States to its sister republic is
serious and important and at this time it is a grave matter.

There is a very little profit in this business for a full-duty sugar
country like Peru, for when it has paid duty of 1.87% cents per pound
there is very little margin of profit left, and the chief benefit to date,
prices here being what they are, has been as an outlet for sugar which
could not be sold in the accustomed markets in Europe.

Peru produces 440,000 tons; consumes domestically about 100,000;
sells 80,000 tons to Chile, her neighbor; 20,000 tons to Bolivia, another
neighbor, and then an amount approximately 30 percent ordinarily
goes to Europe, chiefly to England, and the balance is scattered here
and there and recently substantial amounts have come to the United
States.

Now, she is in this position: She has lost her English market on
account of the war and also on account of the disposition of the British
to buy from the overseas dominions preferentiallv.

There is another thing the full-duty countries always feel con-
stitutes a just grievance on their part, and that is they have to pay
1.87 cents a pound and Cuba now only pays 0.9 cent per pound, less
than half the full duty. In this bill the foreign countries other than
Cuba are limited to 100,000 tons and no more of the Philippine def-
icit. Cuba gets in on the top of that ceiling with Hawaii, Puerto
Rico, and the Virgin Islands. Cuba's ratio in anything she shares
with those countries is nearly half. Assume there might be a deficit
of five or six hundred thousand tons in the Philippine quota next year.
The domestic interests get the first 59,000 tons; then, the foreign
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countries get a hundred thousand tons, and then the rest goes to
Hawaii, Puerto Rico, Virgin Islands, and Cuba, but none to other
foreign countries.

Cuba gets a preferred status and her sugar enters at. a lower rate of
duty; so, however, the proposed amendments are considered, they are
disadvantageous to the full-duty countries other than Cuba and many
of them are feeling and cannot but feel that the proposed restriction
of the share that they have been led to expect will be a disappointment
and possibly have a clouding effect on otherwise fairly happy relations
with these other nations. "

Senator VANDENBERG. I am wondering whether we are creating
a ceiling of vested right by permitting this participation in the Philip-
pine, deficit? In other words, I wonder for the sake of argument
whether 5 ,,ears from now if there wasn't any Philippine deficit and
these countries had to drop down to twenty-seven or twenty-eight
thousand tons, I wonder if they would feel "they had been discrimi-
nated against for that reason and would consider us poor neighbors; or,
to put it the other way around, whether we are now creating here a
feeling that those countries have a certain expanded right to our
sugar consumption and which must not be taken away, and we would
be bad neighbors if wa did it?

Mr. PATCHIN. Well, last year there was no deficit; and I don't recall
there was any demand for making up to them what they failed to get.
I think they're quite willing to take their chances on tile deficit. Of
course, there has always been theprospect that that Philippine duty-
free quota would gradually he reduced.

Senator VANDENBERG. It has been my observation that whenever
we extend our beneficence, we are supposed to maintain that extension
indefinitely or we immediately become bad neighbors.

Mr. PATCHiN. They don't regard it as beneficence at all; they regard
it as in the nature of reciprocal trade. It gives them an oppor-
tunity to buy. They regard it as a fair shake in the world, andwe
never have lhad to worry any in Peru abo, t. any unfriendliness, but
unless they can find a better market here, in view of the fact they have
their dependence on the European markets, the situation remains
very acute.

I went to Lima, capital of Peru, in 1937 when the Pan American
Conference was being held, which drafted the resolutions which are
now holding the Western Hemisphere nations together. At that time
German commercial houses were offering to better any offers that Am-
erican interests were making of American products in'Peru. The Ger-
mans were offering to buy Peruvian products at a premium. They
were forcing barter on that, country. They would say ""e are buy-
ing this and that from you; you ought to buy quite a little from us."
The British would say: "We are one of your principal markets for
copper, you ought to do something for us.' Our own business people
there, representing large American exporters, were confronted with the
same situation. We got people like General Electric to sharpen their
pencils and go right down to the cost of labor and material to meet
that competition. That kind of competition will come back as sure
as I have the privilege of addressing you here. Peru has fared very
badly at our hands. Practically all of her major products are subject
to a rate of duty which in ordinary times is just prohibitive. On long
staple cotton, of which we produce very little in this country, the duty
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of 7 cents per pound prevails. Petroleum is subject to a duty suffi-
ciently high to keep it out at practically all times. Copper is subject
to a duty of 4 cents a pound, which normally keeps it out entirely. Of
course, just now we are now buying plentifully of most of these things;
we have to have them.

Fully one-third of our current copper requirements comes from Chile
and Peru, 500,000 tons a year of their copper is moving this way, pro-
duced, I might say, by mining companies American-owned. The
duty on wool is sufficient to keep it out; and alpaca, a variety of wool
which is derived from tile animal known as the alpaca anl has no
existence anywhere else in the world, bears a duty of 12 cents a pound,
although no alpaca is grown in the United States. All those things
are kept out except sugar which we do not have enough of and have
to import it subject to a duty of 1.87%I cents a pound.

Senator VANDENBERG. You understand I sympathize with the
situation there. I was simply trying to indicate that I wouldn't want
the record to suggest that participation in what is a temporary emer-
gency by reason of the deficit should not be construed as a creation
of a floor below which subsequent sales cannot go without inviting
prejudice against us.

Mr. PATCHIN. I do not think prejudice would be created if the
present bill was allowed to continue. I hope I haven't talked too
long. Thank you very much.

The CHAIRMAN. Are there any representatives here representing
Puerto Rican business that desire to be heard?

(No response.)
The CHAIRMAN. Anybody else in the room who wishes to be heard

at this time?
Mr. RIsINo. Mr. Chairman I am vice prseident of the Western

Beet Growers' Association, and I want to make inquiry: I have been
in the city all the time for the last 2 or 3 weeks and have made inquiry
of the secretary if there would be any hearing here, and I have been
informed that there would not be and didn't get any notice that there
would be a hearing until I o'clock today; therefore, I have no state-
ment prepared, and I want to know, on behalf of the growers of nine
western States whom I present, if there will be an opportunity to be
heard for about 6 or 3 minutes?

The CHAIRMAN. Could you be heard this afternoon? I don't know
whether we will again meet in open session.

Mr. RIsING. Well, if there is a further hearing, I should like to
know if I may be heard for a few minutes.

The CHAIRMAN. We will be glad to hear you or to have you file
any statement or brief you desire as part of the record.

Mr. RIsING. And if here is no opportunity to be heard orally, I
desire to file a brief on behalf of the growers of these nine western
States in support of the pending bill, 5988; also in support of the
Murray amendment, which would permit continental beet and cane
growers to participate more liberally in supplying the consumption
requirements that appear have developed in the past 2 years. Also
want to speak on another point, and that is on the question of plant
capacity. It is very evident that our consumptive requirements are
going to be greater than the supply during the next few years of this
emergency. And while restrictions in regard to allotments may be
removed, the bottleneck will be plant capacity unless some encourage-
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ment is given through increased quotas to domestic growers and pro-
ducers. Unless that is done, it will be difficult to build and have
available sufficient capacity to handle the beet and cane that would be
available for processing.

Also there is one other point I wish to bring up, and that is this:
We, in the West-those whom I represent-have large acreages of
irrigated land. That land acreage is being increased continuously
through the development of the Federal reclamation policy. No
opportunity is being given to these owners and users, water users on
those new lands, to participate in the sugar program, because there is
no marketing allotment for those new areas, which compel the farmers
on those areas to devote their ability to supplying crops that are now
surplus. We contend that those farmers should have an opportunity
to engage in the production of sugar beets and any other crop they
might desire.

Those would be principally the points I would like to cover in the
brief.

The CHAIRMAN. You may do so.
(Mr. Rising's brief is as follows:)

STATEMENT OF E. W. RIso, EXECUTIVE VICE PRESIDENT, WESTERN BEET

GOWEns' ASSOCIATION

(Hearings before t tie Committee on Finance, United States Senate on H. R. 5988)

Mr. CHAIRMAN: Twenty-one years ago in June, time average retail pi'ce of
sugar in this country was 26.7 cents per pound and little could be had at ti-at

rice. War is bringing another sugar cri:,is to t'is country. Shortage in supply
for 1942 and other years during tne emergency is already evident. The Plilip-
pine quota will not be delivered. The acute shortage of snips available for trans-
portation of sugar from otr.er off-snore areas is well known. Sugar rationing ill
certainly be with us again regardless of whether the Administration is able to
control prices.

The Secretary of Agriculture has indicated that there will be no acreage limita-
tion for next year. Increased mainland production will soon be urged to save
the day, however, production cannot be increasrd over night. Even though a
heavy increase in beet acreage could be secure d, processing facilities are only
adequate to handle a small increase over present quota. In order to obtain the
construction of additional manufacturing facilities, basic quotas must be stepped
up in trio law in order to assure a return on the investment after the emerirncy
has passed. The Murray amendment will at least make a start in this direction.

OUR CONSUMPTIVE REQUIREMENTS

The annual consumptive sugar requirements of continental United States are
nearly 7.000,000 tons. Under the provisions of the 1937 Sugar Act as amended,
the first 6,682,670 tons are allocated, ac to source of supply, as follows:

8Ar1 h a

Philippine Islands ------------------------------------------- 1,029,782
Cuba ------------------------------.----------------------- 1,911,476
Foreign, other than Cuba --------------------------------------- 26, 412

Total ------------------------------------------------ 2, 967,670

Domestic beet ------------------------------------------------ 1,549,898
Mainland cane ----------------------------------------------- 420, 167
Hawaii-- ----------------------.----------------------------- 938,037
Puerto Rico -------------------------------------------------- 797,982
Virgin Islands ------------------------------------------------- 8,916

Total ----------------------------------------------- 3,715,000

Grand total ------------------------------------------- 6,682, 670
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Actual deliveries of sugar expressed in short tons for the calendar years 1939
and 1940 were: 6,867,533 and 6,890,792 respectively. Deliveries of sugar for the
first 11 months of 1941 exceed deliveries for the same period of last year by over
1.000,000 tons. Conceding that this is an abnormal year, we can safely say that
our consumptive requirements for 1942 will be at least equal to the average for
years 1939 and 1940, or approximately 200,000 tons in excess of basic quotas.

WHAT SUPPLY 15 AVAILABLE

The quota allotments from domestic beet and mainland cane areas. There Is
little hope of securing delivery of any of the million tons Philippine quota during
1942. Demand for shipping may even curtail deliveries from lawaii and other
off-shore points.

Announcement has been made that the manufacture of alcohol for war purposes
will require a very large amount of sugar, probably not less than 1,000,000 tons.
Takmg the most hopeful view of the situation, we may summarize our new
requirements as follows:
Summary: Tos

To offset the Philippine deficit ----------------------------- 1,029, 782
For production of alcohol for war purpos ---------------- 1, 000, 000
Normal consumptive requirements in excess of basic quotas --- 200, 000

Total ------------------------------------------------- 2, 229, 782
It has been estimated that under favorable conditions we may be able

to secure from Cuba approximately 3,000,000 tons. Cuba's normal
quota is 1,911,476 tons. Excess delivery of ------------------- 1,088, 524

Net deficit --------------------------------------------- 1, 140, 258
Should foreign countries other than Cuba be able to increase their

deliveries to 5 times normal quotas, we would secure another ----- 104, 648

Net shortage of ---------------------------------------- 1,035,610

WE "RECAP" AS FOLLOWS
Requirements:

Normal ------------------------------------------------- 6,882,670
War (probable) ------------------------------------------- 1,000,000

Total ------------------------------------------------- 7,882, 670

Available:
Domestic area production --------------------------------- 3, 715, 000
Estimated Cuban deliveries ------------------------------- 3,000,000
Foreign, other than Cuba (5 times 1937 quota) --------------- 132, 060

Total ------------------------------------------------- 6,847,060

Net deficit --------------------------------------------- l, 035, 610

IS SUGAR LEGISLATION NEEDED NOW?

The answer to the question as to whether sugar legislation is needed is, yes,
urgently needed, in order to stimulate domestic production and encourage con-
struction of additional processing plants.

Sugar beets are now produced in 17 States. Sugarcane in 2 States. Many
other States have lands suitable for growing sugar beets and cane. Thousands
of our present growers wish to increase their acreage. Farmers who are now not
growers of beets and cane are asking for the t pportunity to share in the production
of a nonsurpls crop.

Proessing-plant capacity will, however, be the limiting feature governing
increase in domestic production of sugar.

Enactment of H. R. 5988 with the Murray amendment, with its modest pro-
vision for an increase of 200,000 tons in the basic quotas for domestic beet and
mainland cane areas will provide the necessary incentive that will encourage new
investment it processing facilities-facilities that will not be idle when the
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emergency is over. Old growers may then increase their acreage and new areas
will be permitted to participate in the sugar program, thus reducing to a minimum
our sugar shortage.

Dr. Bernhardt, have you anything to say at this time or would you
prefer to wait until the executive session? We might need your advice.
I would suggest, Doctor, you come back Friday morning. I don't
believe we will be able to meet in the morning on account of a meeting
that has been arranged, a caucus Senator McNary desires to hold and
several members of this committee will be anxious to attend; but we
may be able to get the record in shape by Friday, and if you will be
here Friday morning at 10 o'clock.

There is a letter received from Leon Henderson, Office of Price
Administration, which is to go in the record.

(The letter referred to is as follows:)
OFFICE OF PRICE ADMINISTRATION,December 10, 1941.

The Honorable WALTER F. GEORGE,

Chairman, the Finance Committee, United States Senate.
MY DEAR SENATOR GEORGE: I should like to call to your attention the adverse

effect which the enactment of tt. R. 5988, amending the Sugar Act of 1937, as
amended, will have upon our war-production program.

Developments of the past few days have substantially altered the 1942 supply
situation with respect to sugar. Naval operations in the Pacific Ocean are certain
to curtail Seriously the shipments of sugar from the Philippine Islands. It is also
likely that the quantity of Hawaiian island sugar shipped to this country will be
reduced. Furthermore, our active participation in the war will increase the
demand for alcohol, which is derived in large part from cane sugar products.
Thus, the country faces both a reduced supply and an increased demand for
sugar. Under such circumstances it would appear desirable to avoid any action
w-hich threatens to interfere with supplies from those areas still accessible to the
United States.

The proposed amendment to the Sugar Act of 1937, by cutting down the quota
allotments of Cuba and other foreign countries, instead of inducing the coopera-
tive assistance of the sugar-producing countries promises to engenderdiscord and
friction. As such, the bill may be considered detrimental to the best interests of
this country's war program,Sincerely y-ours,

LEON HENDERSON, Administrator.

The CHAIRMAN. The committee has received several communica-
tions for the record, and they will be inserted at this point.

Senator EDWIN C. JoR~sI3N, GREELEY, CoLO., December 8, 1941.

Member, Senate Finance Committee, l'ashington, D. C.
Our association, representing 7,000 sugar-beet growers, is backing to the limit

the new sugar bill, H. R. 5988. We cannot urge too strongly the passage of this
bill without amendments. Since December 7 it is empahsized even more than
ever the need for additional sugar next year. This bill if and when enacted will,
we feel sure, assure consumers of a very material increase in sugar production in
Colorado next year.

MOUNTAIN STATES BEET GROWERS MARKETiNO ASSOCIATION.
HARRY CLARK, President.

Twin FALLS, IDAHO, December 7, 1941.HOD. WALTER F. GEORGE,
Chairman, Senate Finance Committee,

Washington, D. C.:
Sugar-beet farmers in the nine Western States represented by the National

Beet Growers Association in annual convention now assembled are very deeply
concerned about S. 2041 and H. R. 5988. They need this legislation, they
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a prove it without reservation, and respectfully urge its prompt enactment by
the Congress.

Senator Joseph C. O'Mahoney is closely conversant with the situation of our
western producers and this bill, prepared by him and our late beloved friend
Senator Alva Adams, if promptly enacted into law will help bring that much.
needed relief and stability for our splendid sugar-beet industry throughout the
West.

We sincerely hope you and the Senate Finance will give prompt and friendly
consideration to the measure and help secure its prompt passage by the Senate
and approval by the President.

pe , NATIONAL BEET GROWERS ASSOCIATION.

By CHARLES M. KEARNEY, President.

The CHAIRMAN. We will recess until Friday morning at 10 o'clock.
(Whereupon, at 4 p. m., a recess was taken until 10 a. m., Friday,

December 12, 1941.)

'C


