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PREFACE TO SUPPLEMENT NO. 1

After the conclusion of the hearings on the proposed Revenue Act
of 1936, the Finance Committee met in executive session and during
these meetings a pro tax on sugar was discussed. A subcom-
mitteo, consisting of Senators King (chairman), George, and Couzens,
was appointed to study the proposed tax on sugar and to report to
the full committee thereon.
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S s

TUBSDAY, MAY 86, 1038

United STATEAR SeNare,
SuscoMMITTEE OF THE CoMuITTEE oN F1NaANCE (SuGAR),
Waehington, D, C.

The subcomimittes met, pursuant to call, at 9:3¢ a. m,, in the com-
mittee room, Senate Office Building, Sevator William 1I. King
presiding,

Preaent: Senaters King (chairman), George, and Couzens,

Alzo present: Senators James E. Murray of Monmns, and Arthur
H. Vaudenberg of Michigan; and Rogrosoptativ& Fred Cummings
of Colorado, and Fred L. Crawford of Michigan.

Senator Kinag. The committee will be in order. Sonator Vanden-
berg, I undentand that some of your constituents desire to bo heard
in regard to the matter that was referred to a subcommitteo consisting
of Senator Courens, Senator George, and myself, and the committce
now has mes pursuant to tho order of the Finance Committeo who
n&pgmtod us for the purposs of hearing any testimony that shall bo
offered.

Senator VARpENBERG. Mr. Chairman, if you will hear from Mur.
Bourg and Mr. Oberst, they will proesent the castern sugar situation.

Senator Kina, I will take the iberty of suggesting that we hope
the witneeses will confine themselves as noarly as may be to the sub-
‘5.:" that is before us, bocause there is a good deal befors the Finance

mmittes. Which one do you prefor to have us hear first.

Senator Vannxngsra. Mr, Bourg.

Senator Kine, The proposed amendment to the pending revenue
bill has been submitted by the Department of Agriculture, and as a
basis for the hearing I presume that this proposed amendment should
be incorporated in the record.

(The araendment reforred to is as follows:)

Prorosxd AukxeNenta to I R. 12308
(1) On page 234 strike out Unes 1 and 9 and insert {n lieu theveo! the following:
“TITLE Y-—TAX ON AUGAM

“Sgo, 701, IMpostTioN OF PROCKA&ING TAX.~-There is hereby Imposed vpon
ihe Ainst domestio processing of wwgar beels, sugarcane, or raw pugar, whether of
damestiy production or imporied, a tar, to be pald by tho processor, measured
by the dimot-conswunption a1 gar produced therefeom at the ouowig? ates:

(1) Direct-consuraption sugar, cxeept slrup of cano juice, edible molasses,
and sugar mixturce, 03 cont per nd of sugar raw value; .

“(3) Slrup of cana julen and edible molasaes, 0.125 cent ptr pound of (ha total
sugar content thereolf, tianalated into tenus of pounds of raw valus;

‘(8) Bugar mixtures, tha sum of tho taxes cotnputed with rrapect (o ths
i lents ueod in any such mixture ab the retee specifiad in subdivisions (1)
and () of thia scction applicable taoreto,

1



2 " REVENUE ACT, 1936

“S8go, 702. DETERMINATION OF RAW VALUR.—For all purposes under this title
the following methods shall be uesed to determine the raw value of any sugar or
articles containing sugar:

“(1) For all sugar derived from sugar boets by inultiplying the number of
pounds of the sugar’s weight by 1.07;

“(3) Tor all sugar derived from sugarcate (except sirup of canse julce, edible
molasses, and sugar mmgxeg) $ing 92 degréea b[\)r, e polariscope, by multiply-
lnq the number of pounds of the sugar’s weight by 0.93;

‘(3) For all sugar derived from sugarcane (excgg‘ airup of cane juice, edible
molasses, and sugar mixtures) testing iore than .de%reea b{ the polariscope
by mvltiplying the numbéy 6f pourids of the stgar's welght by the figure obtalned
in sdding to 0.93 the product obtained by multiplying 0.0175 by the number
of degrees and fractions of s degree of polarization thereof above 92 degrees;

‘“(4) For all gugars deriyed ;&m sugarcane {except sirup of cane ju!g\, edible
mo| , bod sugar mixturés) ting less than 92 degrees by the po! rl‘soo?c,
by dividiag the number of pounds of the total sugar content thereof by 0.972;

“(5) For all girup of cane juice, by multiplying fhe,numb_er of gallons théereof

~by"§6 ¥or all edible olasses, by mulliplying the number of gallons thereof
y 7.36; S
“gil For all sugdr mixtares, b%vouddlng ths pounds raw value of the respective
ingredlenta used In the production of such mixture, computed in the manner
preseribed {n subdivisiona (1), (2, 3), (4), (5), and (6) of thisp‘aeltlon. o

‘(8) Yn the case of any article derived in chief valie or partly fromn sugar
beets, sugarcane, or sugst, the amount of sugar eatablished to have been used {h
the manufsoture of tha artlels shall bs translated fato raw value in the msnner
presoribed in subdivisions (1), (3), (3}, (4), (8), (6), and (7) of this seetion, in
accgnianmo? with, the respective sugar ingredients used io She msnufactute of
such articles. S ’ ' L

“8xe, 703. DEITNTIONS OF CERTAIX THRMS.—For the purposes of this title

‘(a) The term fproceasing’ means the last processing of sugary beels, sugareans,
.or raw sugar which directly results in direqt-consumption sugar. ’

“(b) e term ‘sugar’ means any grade or type of sugsr derived from su%a,r
beets or au&:rdcg_e whether raw sugar or direct-conzumption sugar, including
but not iim sugsr, Miquid sugar, invert sughr, invert sirup, sugar mush,
reolssnes, sirups, and sugar mixtures, . . - R R

. "'f) The term ‘réw wf"' means any s&: aa defited above, manufactured or
_marketed in or, brought Juto $he United Stales in any form whatsoever for the
urpogd of heing or, which ahall be further refined qr improved in quality or
urther prepared for distribujion of ute. ' - Lo AT

“d };‘ha tertn ‘direct-consumption sugar’ means any sugar as defiued above
man ocg\ilcrgd ‘:r marketed in or h{)oughﬁ nto the ’Uni States in ?i‘ay"mh?in :,ob‘t:-

ver 3 . ,\ﬁd)r ch shall be used for apy purpoee other e

rthe rv‘eﬁnéd. wﬁp v ’wg"ugl'tyaér Jutther pre‘;gregqtpr'dis?ﬁbu oh or ,u%e.
o "(oZ{l'he tertn’ ‘shup of ‘éatié ulés’ nd slrup''made by dvapotstion of thb
Jides of the sugarcane oc by the polution of sugareand ponorete, .0 01 v -1 -
. “(n Tlxﬁe :ermt‘edible mohu;e:l;au‘:m :myh molasics obtsined %tho rﬁamw

ure or reflning of sugar, except that any such molasacs it be cor as
edible :nofl:feswv‘vitlha%lzt; mga'nlr‘x‘g t:[f {E\fs de%’n&igtll if ﬂ‘&:&‘\ mo% &mn 90
reent of the F) erein fn the form of su,
pe"u(g) ‘The termk‘:;gsr nﬁﬁg‘mum 6’;‘2 mlxtum’of’x} two or more prod-
¢ o:%yprod 82 O BUGATCANE. " ... 7 ; to . o0 |
¥ f'(h) The teru:: 'tot:!u:uga.r‘a' or 'wuﬂ sugar content’ meana the suid of sucrose
(Clerget) and reducing or invers sugars ccutained in any grade or tyPe of augar,

“8xc. 704. IMProsiTION OF FLOOR 8TC X8 TAX.—There is hereby mg)osedsu n
_any’ direct-cbnsumption sugas, whethar of domestio manufastire of {mporled,
‘that on Lhe effective dats of this title Is held by any peréon for sale or for manufad-
‘ture into cther articles for sale (including direct-consumption sugar in transit), &
tax, to be ﬁ«id by suéh person, equivalent to the amount of thrp prooessing tax
whieh would be payabif with reapect to the processing of sugar beets, migarcane,
or raw sugar into such diréct-consurption sugar if the procissing had odeu on
such date. SBuch tax shall become due and payable on the last ddy of tl}? month
fnmediately following the effective date of this Litls: Prohdodhogem , That the
taxes friy by ihis sectién ahall not Apply o the retall stdcks of pefsons en-
gﬁtd in retail trade, but the éxemption granted herein shall not be déemed to

clude stocks held in a warehouse on the efféctive dats of this title. " In detrs
mining the amount of tax due apd payable under the provisions of this section,

Iouens .



REVENUE ACT, 1936 3

all such direet-consumption sugar shall be translated into raw value scoording to
theé provisicos of section 703 of this title. :

- “8gc, 705. IMPORITION OF IMPORT COMPENSATION Tax.—There {s hereby im-
poscd upen any article processed or manufactured wholly or in chief value from
eugar boets, sugarcane, or raw suger Imported into the United Statcs or any
possession thercof to which this tit applles, from any foreign country, or from
any poesession of the United States to which this title does not apply, whether
jmported as merchandise or otherwlse, a compenssting tax equel to the amount
of the pro~essing tax in effect with mgeu 10 the domestic processing of sugar
beets, sugareane, or raw sugar into such artlcle, Buch tax shall be paid by the
{inporter prior 1o the releass of ths airticls fromn customs custody or contrdl. In
determining the amount of tax due¢ And payable under the provisions of this
section, the sugar content shall be translated into raw value, acording to the
provisions of section 702 of thia title. .

“8xc. 708. ExemprioNs.—(8) No tax under this titis shall be uired to be
pald upon the processing of augax beeta or sugarcane, by or for the producer
thereof for consumptiomr¥ ' Ris own 1Al ernployees, or household,

“'(b) No tax upg#¥’ this sitle shall be requiflg.ic be pald with respect to 200
gallons or lesggfl the aggregate, of sirup of ¢&Ry, juice processed during any
repifwhen the processing is done by or fore

pane fron\#nich such sirup of cal {ce waa p sty
or his fafflily, employees, or hougholtyfinally prepares
iate sale to0, o engs Wwith, mers: Prov8ud,

#0ns of this g tign shalfinod aprgy when the pig

e producer of the sugar-_
nd when the producer,’
Qbe sgirup of cane juice
howverer, That the

rov ducer prodesses, or
as gocessed fop Mm, duriftig any calendaryesr, for sala or e3¢bange, mote than
500 alions, in tﬁ&p . of sinlhp¥ cane jul

rega r 3
thdaitighe s¥atrhe requi Bh raspect to the
ne, raw B which shall be
istilltion pu ; ° .

CREDITS %!:%.m;u, —{a) Whol
e

%{o) No tax u

Joecasing of sugar beeta,,

¥d for aniroal feed or f;f
. 707, Rerunns

any product
; e from®sufiar beefd, sugareandd or raw yugsr,

% Bresed, udd 4 701, 704,%0r 705, of this
¢ peyablels shtdequently tisposed of & the exclusive

‘ ,xy ! tate&t& try of the United Stateggor any political
FUR eghing, orita Lﬂsw%t of Columbia, orfls subsequently
) ot Tor charitabl p ty.any organieatign, and such dis.
&tion, distr o, OF uee’h-m&a&%'he to the action of #$ne Commissioner
iternal Revenue, under ruleg and reggjations prascribed byfibe Comnmissioner
fernal Revenue, wikhu it retary gff the Treesury, an

s0uRY 0,096 % & Uni #ates, tho State, the
Territoy d ubdivision gf the foregoing, or the
Districty treang, § ggfiization, rone of which
shall be

“g;) Rithe exportation to any foreign counity®
of the Philippihy, Jalands, the Virgin Islands, Amgs#iean 8amoa, the Canal Zone,
or the Island of Sugm) of any product progestd wholly or imruy from s\igr
beets, sugarcane, or A} socilct thorgebr®ith respect to which product a tax
has been paid of is payable unGey this titie, ths tax due and payable or due and
paid s be credited or 1cfunded, snd in the case of & person pot the taxpayer,
aa amount equivalent to such tax ehall be paid to sueh person; who shall not ba
required {0 establish that the tax has peen paid. Under regulations prescribed
by the Commissioner of Interual Révehue, with the approval of thé Sedrelery of
the Treasury, ths credit, refund, or payinett shall be allowed or made to the con-
signor named in tbe bill of Mlnf under which the produet is exported, or to the
sh f"’" or to' the person lable for the tsx, provided the consignor waives any
clabm thereto in favor of such ehipper or getson lisble for tha tax. 'Fxportation
within the meaning of vections and 313 of the Terif Act of 1830 shall be
eonsidered to be exportation within the meaning of thie section. R
() When any prcduct of sugar beets, sugarcane, or raw sugsr, with respeot
to which a tax imposed under sections 705, 764, or 705 of thia title has been paid,
is subasquently wsed as animal feed, or In the produstion of snimal {ead, or for
distillation purpcses and such vse is established to the satisfaction of the Com.
mismioner of Juternal Revenue, under rules and regulations prescribed by the
Commnissioner of Internal Revenie, with the spproval of tho Sceratary of the
Treasury, tho amount of sauck tax shall be credited or refusded to the person who
usee such product ss animsl ferd, or in the produétion of animal feed, or for
digtillation purposes. : '
‘ - 10538883




4 REVENUE ACTy 1938

- (d) In dotermining the amount of refunds, credits, ér payments {> be made
under tho provisions of this saction, the sugar or the sugar content of the articls
:g;llﬁlz? translated foto raw value, aecording to the provisions of section 702 of

le. [ R R .

“8pc. 708. REPUNDS, CREUITS, AND ABATEMENTS RELATING TO VROCESSED
::n(_zmts.a—(a) When the processing tax imposed by section 701 is wholly

rrinated: s . .

“(1) There shall be refunded or credited to any person holdiog for sale or for
manufactura into other articles for sale (including direct-oonzumption sugar Ia
transit) any direct-consumption sugar, with respect to which direc nsumption
sugar the tax under this title has been &l ; and ’

‘(2) There ehall be credited or abated to any person holding for sale or for
manufacture iato other articles for sale (including alroct~consumption sugar ia
transit) any direct-consumption sugar with respeet to the processing of which &
tax under this title is payable, where such perzon is the processor llable for the
paymeut of the tax; and . N .

*(3) Theroe shsll be refundsd or credited (bus not Liefore the tax hus been
paid) to ar{n{ person holding for sale or for manufacture into other articles for
salo (includicg direct-consumplion augar in transit) any direct-consumption
suger with pwpoct $0 the proceszing of which tax under this title is payable,
whers euch porsou {8 not the {)rooeaﬂor liable for the payment of sucg tax,
& suin equivalent to the awount of the processing tax which would bave been

yable with respect to the proceeaing of the sugar te, URATCANO, O TAW BUZAT
nto such direct-consumption sugar if such processing had taken place immedi-
ately prior to the termination of the tax: Provided, Mowerver, That ‘ho credit,
refund, or abatement referred to in this subsectien shall not appéi to the retail
stocks of persons engaged in retail trade that are held on the date the tex is
wholly termipated, but stocks held in a warehouse on that date shall not be
deemed to be aubject to tl.is proviso.

“(b) Iu determining the crodit, refund, or abatement to be made under the
{J:ovisions of subsection (8), all such direct-consuinption sugar sball be trans.

ted into raw value, according to the provisions of section 702 of this title.

“Sgo. 709. CoLLECTiON OF TAXEs.—(8) All provisions of law, including penal-
ties, applicable with respect to the taxes im&m&d by section 8600 of the Revenue
Act 928, and the provisions of gection 628 of the Revenue Act of 1932, shall,
$nsofar as applicable and not inconsistent with the provisions of this title, bs
applicable in rv t to taxea imgosed by this title: Proesided, That the Commis«
sioner of Internal Revenue is authorized to permit postponement, for a period not
exceeding one hundred and eighty days, of the payment of not exceeding three-
fourlha of the amount of the taxes covered by any return under this title. The
Commissioner of Internal Revenue may permit the taxes imposed under this
title to be paid each menth on the amount marketed during tho next preceding
month and in such case may postpone payment of the entire tax for a period no
excecdirg ons hundred and eighty daya. :

‘(b) In order that thehsagment of taxes under this title may not impose any
immediate undue finane urden upon processors or distributors, any person
subject to such taxes shall be eligible for loans from the Reconstruction Finance
Corporation under section 5 of the Reconstruetion Finance Corporation Act. -

() Under regulations made by the Commissioner of Internal Revenue, with
the spproval of the Becretary of the Treasury, any person required pursuant
to the provisions of this title o file a return may bo required to filé such return
and pay the taz shown to be due thereon to the collector for the district in which
the processing was done or the liability inourred. . Whenever the Commissioner
of Internal Revenue deems it necessary, he may require any person or class of
persons ba.ndunf‘or dealing in any commodity or preduct theréof with respect
to which a tax is imposed under the provisions of this title to make a return,
render under oath such statements, or keep such records, as tho Commiasioner
of Internal Revenue deems sufficient to show whether or not such a person or
any other rcnon, is liable for the tax. . .

" Ti8po, 710. PENALTIES FOR FALSB STATEMENTE CONCERNING TAX.~—(8) When.
ever in connection with the purchase of, or offer to purchase, any commodit

subject o sny tax under thia title, makes any statoment, -writton or oral, (s,

intended or calculated to lead any person to believe that any amount deducted
from the marke} price or the agreed prico of the commodity consists of a tax
under this title, or (2) ascribing a pariicular part of the deduetion from the
market price or tho agreed g:ke of tha eommodita {0 a tax under this fitle,
knowing that such statcroent is false or that tte tax s not so great as the amount
deducted from the market price or the agreed price of the commodity and aseribed
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to such tax, shall be guilty of & misdemeanor, end i1pon’couviction therpof, shall
be punished by a fine of not more than $1,000, or by imprisonment for not
exoeedm& sit onths, or both. , S
“(b) Whoever In connection with the processing of any commodity subject to
any tax under this title, whether commercially, for toll, upon an exchange, or
cotherwise, mnakes an{, statement, written or oral, (1) intended or caleutated to
lead any renson to believe that any part of the charge for said processing, whether:
commercially, for toll, upon an exchange, or otherwize, consists of a tax imposed-
under this title; or (2) ascribing a particular part of the charge for prooeesing
whether coinmerclally, for toll, upon aa exchango, or otherwiee, te a tax impose
under ¢this title, knowing that such statement is or that the tax is not so great -
as the amount charged for said processing and ascribed to such tax, shull be guilty
of a zaisdemeanor and, upon conviction thereof, shall be punished by a fino of not
raore than 81,000 or by imprisonment for not exceeding six months, or Suth.

- “(c) Whoever in connection with any settlement under a contract to buy or
sell any commodity, or any product or byproduct thereof, subject to any tax:
under this title makes any statement, written or ora); (1) intended or calculated
to lead any person to belleve that any amount deducted from the gross sales price.
in arriving &t the basis of esttlement under the contract consists of a tax under
this title, or (2) ascribing a particular amount deducted from the gross sales price-
in aniviniu the basis of settlement under the contract to a tax im under
this title, knowing that such statement is false or that the tax is not so great as
the amount so deducted and ascribed to such tax, shall be guilty of a misdewneanor
and, upon conviction thercof, shall be punished f)y a fine of not more than $1,000
or bg' imprisoameant for not exceeding six months, or both. . : i

“'8gc. 711, LIMITATIONS ON REFUNDS AND CREDITS.—(a) No refund or eredié.
shall be mado or allowed under section 707 unless, within one year after the right
to such refund or credit accruce, a claim for such refund or credit (conforming to
such regulations as the Commissloner of Internal Revenue, with the approv
the Becretary of the Treasury, may preascribe) is filed by the person entitled to
such refund or credit. :

“(b) No refund, credit, or abatement of any amournt of any tax shall be mads
or allowed urder section 708 of this title unless, within one hundred and twent
days after the right to such refund, credit, or abatement accrues, a claim for suc

und, credit, or abatement (conforming to such regulations,as the Commis-
sjoner of Internal Revenue, with the approval of the retary of the Treasury,
yuay prescribe) is filed by the person entitled to such refund, credit, or abatement.
N~ such clsim shall be allowed for an amount Jess than $10. :

*'(c) The provisions of ecction 3326, Revised Statutes, as amended, are hereby

extended to apply to any suit for the recovery of any amount of any tax, penalty,

.or interest which accrues under this title (whether an overpayment or othetwise),

and to any suft for the recovery of any amount of tax which results from an error

in the coruputation of the tax or from duplicate payments of any tax, and to any.

;\517% tor7 3!8)e recovery of any refund, cretﬁt, or abatcment authorized by sections.
or .

“8rc. .712. Applicabililg of this title—The provisions of this title shall be
g}:plicable to the United Btatos and its poeseseions, except the Commonwealth-
p- the Philippine Jslands, American 8amoa, the Canal Zone, and the island of

vam. . : .
“8ec. 713. The taxes imposed bﬂqthla title shall hecome effective upon the
enactment of this title. The taxes imposed by sections 701 and 705 of this title
shal} terminate at the last moment of December 31, 1941, or upon any increase
takiog effect prior to that date in the date of duty upop importation of raw sugar
from Cuba above the presont basis of nlne-ténths of a cent pei pound on raw
sugar testing ninety-six degrees by the polariscope.

“TITLE Y1.—GENEBRAL PROVISIONS
"Sec. 803. DErINITIONS.”
@ }"?&“2,36, line 8, strike out the figures 702"’ and insert in licu thercof tha
(3) Page ‘236, line 8, strike out the figures 703" and insert in lieu thereof the
figures ‘803",

Senator Kina. There will also be placed in the record tho letter
addressed to the chairman, Senator Harrison, by the Secrotary of
Agriculture, under date of May 7, relative to taxing sugar.

L amn s,

e crmartyoom w1 ot

e A ey
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(The letter reforred to is as follows:)

May 7, 1836,
Hon. Par HaRruisoN,
Uprited Stales Senate,

Dear BenaTor Harpison: Reference s made to our conference of April 30,
1036, relating to various tax problerus, at which time you requested information
with respect to & processing tax on su‘?ar a8 a possible source of revenue,

When H, R. 12338 was under consideration by the Committee on Ways and
Means of the House of Representatives, this Department, upon invitation of that
committee, recommended that a tax be imposed cn ths processing ot sugarcane and
sugar beets, measured by the sugar produced therefrom, at the rate of 0.5 cents
per pound of sugar, raw value. It was recalled that a processing tax on su%ar
at thie rate became effective under the Jones-Costigan Act, at the same time as the
statutory duty on Cuban sugars was reduced by an equfvalent amount. \hile
this tax was in effect, the average prico peld by consumenrs for sugar at retail v.as
less than the average retail price of eugar during the & preceding years, Thnis
Dopartment recommends this tax to your committee also.

{ this tax is levied, the total tax borne by sugar imported from Cubs, the
principal foreign source of supply, including the import duty of 0.9 cent per
pound of sugar, raw value, would amount to 1.4 cents per found, as compared
with the tariff rate of 2 cents ger pound that prevailed for 4 years prior to June
9, 1934, the effective Gate of the Jones-Costigan Act, and the tax on ail other
sugar, except the small amount imported from other foreign countrics, would
be 0.5 cent per pound. The totsl estimated revenue from the excise and the
duty i{s $102,000,000. Without this excise, the returns to the Treasury would
be confined to ceceipts from import duties, estimated at $36,000,000 for the
3{33; ?330, which compares with an average of $76,000,000 in the 3-year period

It will be noted from appendix 1, attached, that, at the March and April
price level for raw cane sugars and without a processing tax on sugar, unless there
is a simultanecus discontinuance of the quota system, the growers' share of the
sum of the net return from the sale of beet sugar and Government payments to

roducers would be reduced from 85.2 percent of the total in 1934 and 54 percent
in 1935 to 51.6 pereent for the 19368 crop. The processors’ share would be in-
creased from 44.8 percent in 1934 and 46 percent In 1935 to about 48 percent for
the 1038 crop. It is then estimated that, without the tax at tho rate suggested
the net income of the processors, expressed as a percentage of thelr atated capitai
and surplus, would fncrease from 8.5 peccent ip 1934 to between 12 and 16 percent
in 1938, whereas the estimated return with such a tax in effect would be between
8 and 10 percent.

In summary, if the excise tax on sugar is not put into effect and the quots
system fs contin:cd, the Government’s revenues would be curtailed as indicated
above at the same time as the returns of processors would be increased to between
12 and 15 percent of their stated capital and surplus. Such a situatior, if con-.
tinued, in sdditicn to the great improvement in conditions in the sugar induetry
sinoe adoption of the sugar-quota system and production adjustment, would seem
to require consaideration of action under section 13 of the Agricultural Adjustment
Act, as amended. This section sets forth the conditions under which any of the
provisions of the act with respect to any basio commodity may be terminated.

8incerely yours, :
' H. A. Wacrrace, Secrelary.

(Appendix I referred to in the Secretary’s letter is as followa:)
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ArpeNDix I

Returns to U. S. Treasury from sugar tazes and duties under various conditions,
with estimaled effecis on relurns {o sugar-beet growers and processors
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STATEMENT OF CLARENCE-J. BOURG, WASHINGTON, D. C,
REPRESENTING FARMERS ARD KANUFAGTUBBRS BBET SUGAB
ASSOCIATION

Senator Couzevs. May I ask the witness if he has seen the
amendment?

Mr. Boura. Yes, sir.

Senator Kixg. State your name, residence, and whom you repre-
sent, please.

Mr. Boura. Clarence J. Bourg, Washington, D. C., representing
the Farmers and Manufacturers Beet Sugar Association, which is
composed of sugar-beet growers snd beet-sugar processors of the
States of Mlchlgan, Ohlo,g‘hsconsm, and Indiana.

I st e o, et p s
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The Farmers and Manufacturers ‘Beet Sugar Association are
opposed to the levying of & processing or excise tax on suFar for the
purposes of raising revenue, unless a comparable tax is placed upon
other agricultural commodities. Weo op having sugar singled out
as a taxable commodity when ho similar tax is proposed on other
agricultural commodities. ' ‘

If theroistobe a glrooessing or excise tax levied on sugar, we submit
that the rate of tax should not be any greater than is necessary to raise
revenue sufficient to make adequate benefit payments to domestic
beet and cane growers. In other words, the revenue produced from
8 processing or excide tax on sugar should not be greater than the
asmount nceded to make benefit payments to growers under other
provisions of law, . ! . el

.Senator Kina. How are those benefits to be determined? Will you
discuss that later? . S . :

. Mr. Boura. Yes,sir. At the present time there is no definite pro-
vision of law. determining the reasonable expectancy of the domestio
grower in benefit payments, except such as may be contained in pro-
posed legislation, namoly, the Overton-Kniffin bills (8. 4560 and H, R.
12294) or the Harrison-for-Costigan bill (S. 4413). Under the pro-
posed provisions of 8. 4413 we calculate that the maximum payments
of 374 per hundredweight to be made would réquire a tax of 21 cents’
per hundred pounds instead of the 50 cents per pound rate proposed
in the measure before this committoe. -However, the letter of the
Secretary of Agriculture addressed to-the chairman of the Financé
Committee of the Senate on May 7, 1936, indicates a gayment.‘to
growers of only 24 cents per hundred pounds, which would mean that
the total amount that could be raised by the imposition of a tax at
the rate of 14 cents per hundred pounds, would be sufficient..

- But the fact remains that Congress is about to adjourn ahd it'is
entirely possible that thers will be no new sugar act, because the com-
mittees have not considered it, there have been no hearings and it’
hes no place on the calendar: Therefore there is no assurance tlint
the domestio growess will receive sny benefit payments except the
12X .cents ‘per. hundred pounds offered under the soil-conservation’
program, - - L e

.There i8 no existing provision of law undor which a fair and reason-’
able benefit payment.to the domestic grower can be mads excepting’
thé gection 32 of the act, as amended, and as reenacted in’the recent
Soil Consetvation and Domestic Allotment Act. But again thére is:
no commitment or assurance that the domestic grower will receive
any benefits becausé these provisions of law leave the question entirely-
to the discretion of the Secretary of Agriculture, - o '

Hence, the beet growers of the United Statés are now called upon to
express themselves with regard. to a ‘processing tax on sugar, when:
they have no commitment or assurance-that legislation will be passed
to grant them additional payments or. that provisions of existing law
will be used. for the purposs of extending additional benefit payments’
to them. Woe submit that the grower is entitled to written assurarice
in this respect to the effect that he 1l either be granted bonefit pay-
ments under a new sugar act or i the absence of such legislation,
which is now imiprobable, that a'y..nt will .be made to him under
section 32 of the Agricultural Adjustment Act; as amended. .« !
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The maintenance of ‘the domestic sugar industry in-the United
States seems important to us both from the standpoint of national
defense and protection to the consumer against foreign control of the
domestic sugar market. At the present time there is existing factory
capacity in the United States to produce more than 2,000,000 tons of
beet sugar if farmers who grow sugar beets are provided for in Federal
legislation on a basis com&a‘arqble to the programs for farmers who
grow other commodities. This can bo achieved by a system of benefit
payments comparable to grants for other commodities under the soil
conservation program, and for this reason we respectfully declere that
unless the growers of the United States are to be benefited, thers is no
justification for any processing tax on sugar, and further we declare
that the rate of tax levied should belimited to such rate as will produce
sufficient total revenue for this purpose only.

If one of the purposes for which the pmﬁosed processing or excise
tax on sugar is to be levied, is to return to the Treasury of the United
States the amount of money which has been lost as a result of the
reduction of the tariff on sugar, then we are definitely of the opinion
tgattth.eﬁeﬁicient and historic method of producing revenus is through
the tanff. .

We respectfully invite the attention of the committes to the fact
that the proposed legislation is permanent in its nature and that the
Government proposes to levy a tax on BUgAT AS & permanent source
of revenue. - Contrarily, there is no provision of law presently on the
statute books which guarantees or assures our growers of benefit pay-
ments on a permanent basis, -

Senator Couvzens. Let meinterrupt you. You do not mean benefit
payments on a permanent basis, do you? As a matter of fact there is
no legislation passed by Congress that is permanent.

Mr. Bouro. I said “on a permanent basis,” that is, permanent
until it is repealed. There can be a limitation, as in the Jones-
Costigan Act, of 2 or 3 years.

The sugat-i)eet growers are opposed to the proposed processing or
excise tax on sugar for the additional reason that in the letter referred
to abe e, the Secretary indicates that the g:ice of sugar will be reduced
in an amount equivalent to the tax rate, which means that the growers,
who are operating under a particif)ating contract, will lose 50 percent
of any reduction In net price resulting from the imposition of the tax.
Therefore, the smaller the rate of tax, the smaller the reduction in the
net price of sugar, and accordingly the smaller the loss of the growoer.

Senator Couzens. Did you read the letter to Senator Harrison
which was written by the Secretary on May 7, 1036? ‘

Mr. Boura. Yes, sir. ' :

Senator Couzens. Well, you know the purpose of this is to imple-
ment the Treasury to the extent of the loss in tariff, at least in part.

Mr, Boure. Yes,sir. - - : .

Senator Kina, Would you favor this bill or any bill for the imposi-
tion of taxes upon sugar unli:s a quota bill or law were enacted?

Mur. Boura, No,sir, - . e

Senator Kivo, Do you think that they are yoked together so that
one is indispensable to the other? L K

Mr. Bougra. Yes, sir; and certginly under existing law there should
be in addition benefit payments to the beet growers comparable to
benefit paymenta that are paid to surplus crops under the soil con-
servation program.
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Senator Kina. Do you know in advance what is > be paid under
the soil conservation program as benefits for varions commodities?-

Mr, Boura. Yes. The regulations of the Depariment of Agricul-
ture have boen issued and the bulletin with reference to sugar beets
and sugarcane indicates that the benefits are limited and restrioted to
12¥% cents per 100 pounds. :

Senator CouzzNs. How did they arrive at that figure? _—

Mr. Boura. As I'understand it-—of course a Department of Agri-
culture official would be better qualified to answer that accurately—
it is supposed to be on & comparable basis to the payments made
to other commaodities, in keeping with the amount of money that is
available for the whole program. .. .

Now, the reason why the sugar-beet grower is allowed so littls in
comparison with the other commodities under this program and in
comparison with what ho received under the A, A. A.is that the beet
is what might be called an import crop, because sugar is an import
commodity, and there is no intention to take beet growing out of
produotion, thatisin keeping with the soil conservation program, while
thoy take soil depleting crops out and put in soil conserving crops,
Therefore, since the beet yrower is not called upon to take out of
production his sugar beets as surplus crop farmers are, they pay him
on a much lesser basis,

Now, the 12X cents per 100 pounds, Senators, amounts to this,
that the average payment will be about 40 cents, or 42 cents per ton
of beots as compared to the payment of $1.75 per ton of beets under
the A, A. A, Act.

Senator Couzens. I have got to disclose my ignorance there, but
does the continuous use of soil for beet growing deplets the soil?

Mr, Boura. No, sir; that is not a fact, and the Department of
Agriculture's own statements and publications indicate that. It is
on ths contrary, a soil-conserving crop, but for the purpose of this Soil
Conservation Act it has been classified 8s a soil-depleting crop.

Senator King. It replonishes the soil by adding certain nitrogenous
elements? . .

Mr. Bouro. Yes, sir. ;

Senator Couzexs. No matter how long you continue to grow the
same crop? :

- Mr. Boure. No, sir; there is a rotation in beel growing. It is
being practiced already, even to the extent where the farmers in the
Far West go entirely out of beets for a year or two and plant barley
and other crops that help to rebuild thesoil. -

Senator Couzens. And it was on that basis
for the payment wns made? .

‘Mr. Boura. . That and the fact that sugar is an import cmop and not
a surplus erop. ] - :

Senator ‘VaAnbpEnNB»RG. May I ask Mr. Bourg one question, Mr.
Chsirman? .

Senator Kina. You ma% : .

Senator VanpenpeEra. Do you figure that a portion.of this tax
inevitably will come out of the sugar-best farmer? - .

Mr. Boura. Yes, sir; if: the letter of the Secretary of Agriculture
t& Chairman Harrison on May 7 indicates the polioy of the adminis-
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Senator VANDENBERG. Qut of ths total of $84,000,000 to be raised
by the tax; how much would you say would come out of the sugar-
hes$ farmer, roughly?: .5 ..~ . . - C 0

Mr. Boora. I have not figured that out, frankly, in volume of
dollazs, because there is & computation that has to be made.. o

Senator VaANpENBERG. Would it be a substantial sum? ‘

Mr. Boura. Yes, sir. i It certainly would. ': . . -

Senator VANDENBERG. $10,000,000 or $15,000,000?

Mr. Boura. You mean that would come out of the grower?

Senator VANDENBERG. Yes. . N .

Mr. Boura. No; I do not think it would amount to that much,
Senator, but it would, at the same time, provent him from getting
increased payments, such as we oonwmpiated would be made eithsr
under the soll-consérvation or under a new suiar bill, because if tho
price of sugar is reduced in the same amount as the tax that is imposed,
why his pariicipation in ths contract will be correspondingly less.
1 cannot help but discuss the pmggsed suger bill which indicates that
when the price gsts up to parity that the benefits will not be available,

Senator VaANDENBXRG. Then he will be the only farmer in the United
States who was especially picked out for taxes under this hill? .

Mr. Boura. Oh, yes.- - - ; o ’ S

Senator Kine. Do you regard the Soil Conservation Act as a
reservoir from which indefinitely subsidies, bounties, or contributions
shall be paid to the landowners engaged in agricultural activities?

Mr. Boura. 1 thigk it is so regarded generally, Scnator, but in the
case of sugar beets it offers so little in payment that it is not sufficient
to be interesting to the farmer who cannot comply readily. If no
greater %ayments are offered by tho Department of Agriculture under
any of the acts than is prosen! g'e:ﬁered under the Soil Conservation
Act a great number of sugst-beet and sugarcane farmers will just
disregard the paymerts, because they. would suffer greater losses by
the restriction on sugsar acrsage and the repltmtinf; of other crops, |

Senator Couzens, Whai would you say if a large portion.of this
tax was allocated to the beet growers, that is, a large part of the &r:-
cessing tax, in view of the conservation benefita?- Suppose we took
you out of the conservatioa benefits and gave you a certain amount
of revenue out of the procsssing tax? - o

Mr. Boura. It would help, providing the conditions upon which
31:0 payments would be made.to growers would not be made too

astic. . . L . . .. '

Senator Couzens. I thought that migll;t be a solution, to take you
out o] the coisarvation provisions of the law and put you in as a
beneficiery under a proposal of this sort, if the larger part of the tax
collected undez theé processing procedure was given for tho bensfit
of the sugar growers, and other growers. . oLy

‘Mr. Bourg. Yes, sir; that' would be .an improvement over the
present situation, . a

Senator Kina. Under thie bill cen you divide into three parts, the
amount which the conguniers would have ta pay, the amount which
the processors would have to pay and the amount which the pfoducers;
the farmors, would have touiray, or which they would have to'loss?
-=Mrx: Bound. Yes; we éould compute thas:., I could:not give Z:lu
the answer readily, Senator, but it certainly could be computed;
although the only definite information we have in that respect is
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the letter of tho Secretary in which he suggesta the proposal that the
price of sugar would be reduced in ‘an amount equivalent to the tax,
80 b;h:t ostensibly the consumer would not be hurt if that was brought.
about.

. Senator King. Do you think it probable that the processing tax,
such as is contemplated in this bill and the enactment of this bill into
law, would greatly add to the cost of sugar to the consumer? '

. Mr. Bourg. That depends upon. the way in which the quota sys-
tem is administered. It would, just by the effect of this provision of
the law, add about 53.5 cents per 100 pounds to the price of direct
consumption sugar, becauss the processor would certainly add it on to'
his net price. But, according to the suggestion in the lotter of the

ary, there would be some method used in the administration of

the quota system to reduce the price of sugar in a similar amount,
Of course, wo know that it could never be made exact. ‘

Senator King. Congressman Cummings, you represent, as I under-
stand,: the beet growers of your State, {t not other States in the
West. Have you any questions to ask of this witness? ‘

Mr. Couuinags. No, I helieve not,

Senator King. All nght, If you desire to be heard later we would
like to hear you, Thank you very much, Mr. Bourg.

Senator VAnpENBERG. Now, Mr. Oberst would like to be heard.

STATEMENT OF FRANK OBERST, PRESIDENT, 8T, LOVIS (MICE.),
SUGAR BEET GROWERS ASSOCIATION AND VICE PRESIDENT,
FARMERS & MANUFACTURERS BEET SUGAR ASSOCIATION

Senator Kina. Give your name, residence and whom you represent.:
- Mr. OBERsr. Frank Obersat, Breckenridge, Mich. 1 am president’
of the St. Louis Beet Growers Association, also vice president of the
Farmers & Manufacturers Beet Sugar Association,
Senator Kina. That is a processor organization, I suppose?
Mr. Oserst, That is & farmer and processor organization,
Senator King, Proceed.
Mr. OBErsT. My remarks are practically the rame as Mr. Bourg
has gone over, - ) B -
‘Senator Kina. If you desire to supplement what he said we would
be glad to hear you.
Mr, Ongrst. I do not think so, at this time.
{Mr. Oberst subsequently submitted the fol'owing statement:)

Gentlemen of the Committee: The Farmers & Manufacturers Beet Sugar
Association, rberreaent' the sugar beet dgrowem and beet sugar pr re of
the Statea of Michigan, Ohio, Indians, and Wis¢ansin aze opposed to the levying
of & processing or excise tax on augur for the purposes of ro.;sin{ revenue, unleas
a comparable tax s placed upon other agricultyral commoditics, We oppose
having sugar singled out as a taxable commodity when no similar lax s proposed .
ofi other agri¢uliural commodities. . .

If therelsto bo a {:roeesslng or éx¢ise $ax levied on sugar, we submit that the:
ra{d of tax should not be any greater than is necessary to ralso revenue sufficient
to make adequate benefit payments to domestic beet and cana growers. In
other words the revenue produced from a processing or excise tax on sugar should
not be greater than the amount needed to make benefit payments to growers
under other provisions of law.

At the preecnt time thero is no definite provision of law determining the reason-
able exPecumcy of the domestio grower in benefit payments, except such as may
be confained In proposed legislation, namely, the Overton-Kniffin bills (8. 4560
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and H. R. 12294) or the Harrlson-for-Costigan bill (8. 4413). Under the gro-
posed provisions of 8. 4413 we cslculate that vhe maximum payments of 37
cents per hundredweight to bo mada would require a tax of 21 cents {:oe.r hundre
unds {nstead of the 50 ¢ents per hundred &punds rate proposed in the measure
fore this Committee. However, the letter of the retary of Agriculture
?gm to the Cmm:nt;' the i‘ir‘;‘amgal. %yinmitt:ee o!h&hc Benate og Magi ‘{{
s cates & payment tp growers of only 24 cents per hundred nds, whic.
would mean that the totsl smount that could be raised by the hggeition of &
tax at the rate of 14 cents per hundred pounds, would be sufficient.

But the fact remains that Clongrees is about to adjourn and these proposed
sugar bills have not been consldered In committes, no hearings have been held,
and it is possible that thirg measures will not be enacted into law, Therefore,
there is Do asaursnce th..: the domestio growers will receive any beuefit payments
except the 12} cents per hurdred poupds off¢red under the Boil Conservatlon

Program..

%ere is no existing prov'sion of law under which a fair and reasonable benefit
payment to thg doroeetls rowe: can be made excepting the section 32 of thé:
Agricultural Adjustment Act, as amended, and ss reenacted in the recent Soil
Conservation and Domestic Allotment Act. * But again there 18 no conmitment
or aasurance that the domestio grower will recelve sny benefits, bocause these
Rro;iil:liﬂ?‘l of 1at7 leave the question entirely to the discretion of the Secretary of-

culture. . . .

ence, the beet growers of the United Statea are now ealled upon to express
themselves with regard to a proceszing tax on sugar, when they have no commit-
ment or assuranse that legislation will be pass=d to grant them additional pay-
n.ents or that provisions of existing law will be used for the purpose of extends<
ing additioual benefit paymenta to them. We submit that the groweér ia catitled
to written assurance in this respect to the effect that he will either be granted
bencfit payments under a new sugar agt or, in the absence of such legielation,
j‘hatt a grart :le‘cll bs made to him under section 82 of the Agricultural Adjustment

et, as nmended. . .

The moaintenance of the domestic sugar industry in the United States scems
mportant to us both from the standpoint of national defense and protection to
the consumer against foreign control of the domestic sugar market. At the
present time there is existing factory capacity in the United Btates to produce
more than 2,000,000 tons of beet sugar if farmezs who grow sugar beeta are pro-
vided for in Federal legislation on a basis comparable to the programs for farmers
who grow other commoditics. This can be achieved by a system of benefit pay-
ments comparable to granta for other commodities under fhe 8oil Conservation
?rog‘r!am, and for this reason we respectfully deelare that unlesa the growers of
he United States dre to be benefited, thero1s no justification for any rocess;:g
tax on sugar, and further we declare that the rate of tax levied should be lim{
to such zate as will produce sufficient total revenue for this purpose only. )

1f one of the purpéses for which the propésed %mcessh;s or exelze tAx on sugar
is to be levled, is to return to the Treasury of the United States the amount of
monoy whish has been loet 88 a result of the reduction of the tariff on sugar, then
we are definitely of the opinfon that the efficlent and historic method of pmd‘ucing '
revenue is through the tariff. ; ' )

We respectfully invite the altention of the committee to the fact that the pro-

sed legislation is permanent in its nature and that the Government proposcs to
evy & tax on sugar as a permanent source of revenue., Contrarily, there Is no
provision of law énwently on the statute books which guarantees or assures our
growers of benefit payments on a permanent basts. .

The sugar-beét growers are opposed to the proposed processing or excise tax
on sugar for the additional reason that In the letter referred to above, the Secre-
tary indicates that the price of sugar will be reduced in ‘an amount equivalent to
the tax rate, which means that the growers, who are operating under a pariicls
{Mlng contract, will lose 50 percent of any reduction fn net price resulting from
he imposition of the tax. ‘Therefore, the smaller the rate of fax, the smaller
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the riuuction {n the net price of sugar, and accordingly tho emalier the lnes of
the grower, L

* Respectiully submitied. ’ -
' Franx Osxrsr,

President, 8. Louis (MicA.) Sugar Beet Growers Associalion and Viee -
- Prasidest, Farmery & Manufoturera Beed Sugar Ascociation.
o . J. B, Surra
Prasident, Alma (Mich.) Sugar Beet Growers Association.
L. H. Buraer,
Secrelary, Saginaw (Mich.) Sugar Bedd Grosvess, Inc.
) . B. W, Reaping, .
Agriceliural Adetser, Primont (OMNo) Sugar Béel Groweérs Anociation. .
) .o P. V. Gotpamirg,
Growera’ Field Secretary, Farmers & Monufadurere Botd Sugar Association. :

. . . ArTHUR A. Scuurr,
Erecxlive Secrelary, Farmers & Manufaciurers Beel Sugar Association.

SeSenatf?)r Kina, Thank you very much. Do you hava sny oihm,
nator

Senator Vanpensera. No. That presents their viewpoint.
- Senator Kiya, Congressoaen Cummings, would you desire to give
your views to the committee?

Mr, Cyumings. Yes, I would be plsased to.

STATEMENRT OF HON, FRED CUMMINGS, A REPRFESENTATIVE IN
’ CONGFESSS FROM .-THE S8TATE OF COLORADO

Mr. Comuines, First I would like to answer a question. You
asked Mr. Bourg in regard to what the loss would be to the farmers if
this tax was put on and they did not get part of it back. I will leave
with you a copy.of the contract under which we grow beets.- A 5§0-
cent tax per 100 pounds on sugar would emount to $1.45. That is
figuring 290 tons of suﬁnr to a ton of beets. About one-half of that
would come from tho farmers, or 72 cents a ton. Figuring on the
basis of 1,555,000 tons the farmers would lose $15,840,000. .
- I want to say frankly that I cannot understand how the farmers
are going to be benefited and are going to get some money out of a
tax that does not increass the selling price of sugar, because our con-
tract is hased specifically on the net price, and 20 are all farmers cons
tracts, thoy are based on the net price received for sugar, The first
thing that the contract does, it takes off the selling costs and provides
specifically that they will take off all processing taxes. N
. Xf you put a processing tax of 50 cents a hundred 'on sugar and
you do vot raise the pricé of sugar that farmer has lost 73.cents a
ton on his beets, unleas you give it back to him out of the money a¢~
cumulated out of the procesaing fax, . . - o o .

- Bofore the farmers could consent to this tax they would surely. want
to know if they are %oiug to get some of it back, otherwise it is simply
taking money out of their pockets and handing it over.

‘. Senator King. In other words, you do not favor the tax boing em«
ployed for the purpose of raising revenue to pay for the operating
expenses of the Government?.: : Sy R

-« Mr. Cumminas. I do not think sugar should bo singled out as g
special commodity. - X want to say this, however, that I beliove the
consumers. could stand an increase in the price of sugar. When I

£ i
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‘say that of course I d0 not meah to make the esnsumer pay too high 4
price, I have never advocated high ched-sugu, because I kitow sugar
growers are in, the minority in the United States and if sugar becomes
too high it means an-sgitation. that will take away all’ our benefits.

-Bugar, at 6 cents a'pound dquals about 10 cents for steak and about
3 cents for eggs.. "Itis on t-h;&rsi.s. In otker words, it is very cheap.
Thete is no cost, of cooking, there is no cost of refrigeration. So I
think the consuming pyblic could stand a reasongable increase.

If we are going to maintain the sugar industry in the United States
we must hsve the moriey to gay our men’s wages: . The industry must
be protected in some way, because it is absolutely ung«.}ssxbla to pay
the. wages and maintain the living conditions in the United States,
in order to produce an article that is in competition with an article
gfroduced in the tropical climate at a labor cost of 20 or 30 cents a day.

ou must have s tariff, or you must have a processing tax, or you must
hava somathing that puts this money back in the hands of the farmers.
Som%people may think that if we do away with the sugar industry
in the Unitéd Ststes we would get ‘cheap sugar, - We had aﬁépd illus-
tration of that at the close of thé'war, when sugar ‘sold in’ the’' United
States for as much as 30 cents a pound. Just as soon as the United
States quits raising sugar we are at inercy of the foreign countries,
and then we will pay for it. o .
' “I-wonder if it would not be practical to attach this sugar tax to
the proposéd .sugar bill.and let théin botli"go through fogether? If
we obtain the sugar legislation then we will pay the tax. I am
especially anxious to see the sugar bill pass, for 1 thirk it will have a
‘tendency to make more sugar quotas, T

Benator Kinn. What do you call the sugar bill? .
- Mr. Cummings. The one that was sent up yesterday. Without a
auota or a limitation on the importation of sugar from those foreign
countries we cannot exist, because the Philippines, Hawaii," Puerto
Rico and Virgin Ielands will produce 10,000,000 tons of suger & year
and we cannot consume it. . o : B

Before we had the quota raw sugar was selling at 00 cents a hun-
dred, .and our industry cannot exist on that. In my State every
acro of sugar beets means $100 paid to labor. The rallroads receive
$35 for freight. However,- we are further from the market. 1t
would not be as much in the East. 'Tho wages ara high; and the wages
the processors gy is reasonably high. ' »eg use & world 'of cotton
in the sacks. acro of sugar beets means $100 spent for labor and
I believe the United States, with the proper tariff protection, or pro-
tection of some kind, if it would be such-that the manufacturers snd
growers konew it would continue over a period of years, I beliove
that the United States would be.capable of producing all the sugar;
and it would go & long ways toward solving the unemployment
problem too. : cLoe : i S

Senator Kine. What tariff do you think would be necessary for the
gnint%na'nce and proper development of this industry in the United

Mr. Cummings. I would shy that from 53ito 8% for sugar at the sea-
Kg;te would net the producers of beets from $6.75 to 87.25 a’tod for

Sots. . That is enough. That is not & high price for sugar. - * - :
[ 1donot know whether.a thriff would be better, but I am sure of one
thing, and that is that we must have quotas limiting this, because the
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off-shore sugar can be produced cheapet; thgy have cheaper labor, and
they can 'bi a tariff of $6 and still get fnsl e. I think the only way
to control them is with the.quots, ., - . ’ o o
Senator Kina, AsIunderstand, you would riot want this bill before
us enacted into law unless it was supplemented by another measure?
Mr. Cumuinas. Yes, unless we knew we were going to get part of

it.
1 will leave this contract with you.

{The contract referred to is as fojlows:)'””

{Daploate}
Cororapo DisTrICT.
Ntuomnnuu OF AGREENENT DBETWEEN .. ...... R Orower AND TeE
GRrEAT WESTERN 80GARCO.; - wnennoeeoo.. FACTORY |

Executed the......dayof...... ,.1936. o
* The garﬂea hereto mutually agree as follows, to wit: ) s

1. The grower agrees to prepare tha land for, Plant block, thin, cultivate,
irrigate, harvest, and deliver during the season 1936 in compliance with the
directions of The Great Western Sugar Co., hereinafter called “the company”, as
may bo given from time to time,..__.. acres of sugsr beets on the following
described 1and, to-wit: _-__..._ quarter, Scction _ .. ._.. , Township ..._._..,

DEO «omeeey mmmmen County, Colorado, but in no event shall the company te
held liable in damages for any failure or partia} fallure of crop or any Injury or
damage to beets, ¢ acreage of beets herein contracted for is expressly subject
to any adjustment deemed proper by the compsny on’'account of any allotment
or quota linposed upon or applicable to the grower and/or the company in respeet
to production of beets and/or processing, shipment or sale of beet sugar, by virtue
of any law, governmental regulation or order; and this contract shaj] obligats the
grower to grow and the company to buy only such acreage of bexts as adjusted.

2. That the sced used shall be only that furnished by the compauy, for which
the grower shall pam cents per pound, and not leas than 20 pounds per acre shall
be planted. Seed must be approved by the duly authorised agents or fleld
men of the company, before the seeé {splanted. :

3. The grower agrees that all beets grown b{ him will be harvested and delivem
to the company as and when directed, at the factory, or in cars at dgsf%na
recelving stations of the company; provided that In the event that any gortion of
the beets grown under this contract shall not by the 8th day of October of sald

rear be ordered delivered by the company, then {n such rase it shajl he the duty of

he grower pmmptly to commence and procced with the harvesting and delivery
of such beets a¢ come within the contract teqhirements after the said Sth day of
October without further notice from the company, and to complete the delivery
of all of raid becta on or belore the 1st day of ember of aald year.

4. The grower further agrees thas all beets grown and deliverad by him shall
be properly topped, that {s to sa{, by cutting oft the tops squarely just below the
crown at the basd of the bottom leaf mark fn case of medium or small-sized beets,
4nd by trimming up the crown of ef alzed bbets from the base of such bottom
leaf mark, and ehall be free from dirt, stones, trash, snd forelgn subsiances liable
to futerfere with the work at the factory, and shall be subjeet to Fmper deductiony
for tare, and that he will protect the beets from sun or frost after removal from
the ground. A distinct trace of leafl scar {s to be left after top tare {s taken,
The grower further agrees that unlesa glven {)ermlssion by the company, he will
2})& barvest any beets grown hereunder until the full pexios of 15 daya has elapsed

ter completion of the last frrigatiou. The corapany has the option of rejecting
any diseased, frozen or damaged beets, beets of Iess than 12 percent sugar or less
than 8¢ lperoent purity, or boeta that sre not suftable for the meavufacture of sugsr.

&, All becls grown under this contract and delivered to {actorles or designated
receiving staticns, In good condition, in accordance with the terras of thia con-
u;gft, I be pa!d' for 5{;(;10 company on the following basls:

he ptice per ton (3, pounds) of beets delivered hereunder to the company
shall bo determined upon the average net return P'er 100 pounds of sugar recelv
by ths company from auizr manufactured at all fastoriea of the company lora

thin the States of Colorado and Nebrasks, and at Wheatland, Wyo,, from

the 1938 orop, and sold by the company during the period commenclng Ootobes
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1,'1986; and ending Bepteaator 30, 1907, or'ending st yugh litey tiros as herelnafior
ik B G e e

the i tha pompany, under t
‘oontrict, n sopordance with fhe follo nfe?!'&f:;f’?; N Yopan “"‘ o
“o N N A R L R AL IR B S P N2 S VNS R L
IRUTN T o, ot Aversga peccasipugarfndests .o o1 b 1S
1o | o [ s | el wa | wa | asac|ims ] me] e
“ R ("’x:- p e Ty ‘:- L A0S B3 X1 ",u orr T , -
. " 3. . 04y 9. [-AT
THII8| 18| 1R{ 181741 18| 1B gl ik
‘g Y ;l 1.58 1. 1.3 1.}; &g [X- ] 48] 4D
el Tl TR el teltenl $H] .81 i8] 48
HIRCIRUIRCIRINGIREIR B IR
e &q [ 4.1 s & 3 LM} 100
(% :4 [ 31 590 1N} 3.63 843 la &% lg %,
ARSI ‘§ Rl 4% § tal t®| &h
sh| 84| thy 1A LR kL ‘9 t _;32 Y -
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" Paymenta upon Intermediats net returns for sugar and/or sugsr cogtent, or on
‘2ot returns for sugar andfor sugar content higher or lower. 4! ‘those shown In
the forego uhed;ge. shiall be in the same relative proportion; provided, howy
over, that if the net returh on sugar as &rovided in this contract shall be
Yees than $3.25 per 100 pounds, the price per ton of bects shall be the price de-
as Al , Jesa & dedugtion of 1 percant of such for each b cenf
Jdecrease in net return pee 100 pourids of sugsr below $3.25, with proportio
dnetlona from such price for decresses of fractional parte of 5 cents aa afore.

" The net return on sugar sold as aforeaald during ssid period shall be determined
by deducting from the  dales price all such charges and expenditures ds aré
1y and customarily dédusted from gross sales price of m::ga: in accordan
the company's system of accounting horetofore establi showing ne
ipts from sugar sold, after deducting al} excises, taxés or charges, if nn(
d on the ifpct ﬂié rg;?omlng. possession, halding for sale andsor ald

u%cbwm,orﬁy of sugar in bests, upon which is aleo based the pri
8 AYl ten ( sugar in uppn whi s o

per ton of bee’hpgtumhawd her‘ekgnder‘ shall bep(?:termlmd by dividing wfjmfo!ﬁ
number of tons of augar in all boeta of the 1938 crop grown and delive y the

ao_wer under this contract, aa determined in the factoty beet laboratory, by thy
tal number of tons of bects of sald crop grown sad delivered by the growet
yader this contract. ’ L N
. An Initial payment hereunder sball be mada by the company on oz befors
the 15th day of Novamber for boets delivared hereunder prlor to the 1st day of
November, acd an initial payment shall be made on or. ?{6 the 15th dur of
each cslendar month thereafter for beets delivored hexeum&r urfog the previous
,glendu yaonth, which shall be at the highest yate per ton that the company
y decm to be justified, taking into counsideration antlcipated returns from the
"#Als of sugar, and sugar content of bocts (49 délivered heréundeér or for any
‘Yerritory or for any group of its growers at ghe elaction of the company), Furthet
mymenta will be made by the eompany from time to timo in such amounts ad
8 company may deem to be justificd by ihe aforcsald condltious, and the
Huantity of sugar sold. Final settlemcnt for all beets delivered hereunder .hﬂi
made in accordance with the terms of paragraph 5 of this contrnct ngt Iaté:
: provided, however, that if By redson of any law, govern:
mental order or re.guhiion the cowpany shall be unahble to zhip and sell in inters
’gm commerce at aoy time prior to October 1, 1637, sugar tspufactured at all
sotories of the coropany within the States of Colorado and Nebrasks, &nd at
Wheatland, Wyo., froma the 1938 beet orop (hereinafter terped “said sugar '
fn such event the company shall make, nob later thsn Odclcber 25, 1857, a pay-
ment on acchunt of baeta delivared uuder this coutyact at a rate per ton repro-
sonting that progmtion of the price for sald beets oognputed 14 sccordancs wit
EehPio Bt et 50 1% LB L Sl gy okt poee Dok
sugar vmbar , &8 tha smount of eaid r rlot !
B o A Sttt st s ot achtiamoons Foy
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aaid beots shall thoreafter be made in asodrdaaiod with the terms of wph'$
W& th‘n% :;1: ﬁth d:f of k}hc eu}cag&:‘nont?hnext '°u°'§§ th E:ﬁ“o; oo] w4
tiog, . sale of all of sald sugar, baged on the average pet relurn from
1 ?dl of aaid gugst; p ovide;?,aho ver tha oom: ahafl ba entit)
e f ) of e ebr, priviaed RontYr B i combucy B St
livered hereunder, any and all indebtedness whateoever which may be owlag. a4

¥ time by tho grower to she company. It {s ummusm?d tha company, .
:A;Ew potis,ed in w#ung by the grower prior (zctgbeg ,» 1988, no¢ to my
such deduétion, shalf be er‘;y"i’tbd gugle option and election’of the eon:
pany, to deduct fromi sny Jusi¥E ooming dWlter beets delivired under thi

not to exceed thdPred of 2 -cents ton Ubmgl] beeta delivered hy tha
wer hereunder, angel pay such amount {0 the Moun¥lilg, States Beet Growers
ﬁo keting coladih. for the yse of paid sssqciation. - L )

g‘ The sugar it and purity of Lhedesgts vn'and/or Rivered hereunder
shisll be 'deterimdfied by tests made : 1 Iaborstot P! the company
Al its Qwn exflse and RE APy acozpied be
eclocti o to ‘ﬁ

A 3 . ¢
mtgbl&e aboratory ghe tests mgde ver sha!
also havef e ‘ sracler,
satisfaelq 3 goirgho tah Fheoig jts grown
updezr thi contract, at recelying ffatiofs whery sugh 3 de@vered. .,

8, It W turther agreed that if @ jhoftage ol & tober 8,
causipf i the vy : his
(nwpi ’ [TRa8 or $h S ¢ gmpany,
§&hum 4 0&!;)%&, s ilm

[ 0 box or . body ;

vi hdreck bodies used in @eliveri
beeta at fith thim, ¥ tgg
aideb;boh:g ects
are be¢ Ve U
9. Ko b par -m
8% vazio the vestipg g $ bo
to bé'sdmplég ed 3 N i o
110 ETOWRE covenanis i fhalified o' A perform thid
contract, aud aglgs not to assign the same: without writigh consent.of the

. T Y A N
2{ t of thdWanpany is authorired to waive, alilingo, or modify any of
the e?m&;% Srovisions chi 'y ﬂntedt'xgon’frge%q. TR o1 n"
e vl 1] g P :.i.j Oroicer,
P. O. Address......... - T P ;»évrn o

ol et L s s wherdemipedbesmanpidaamanpnys FEEYLOr,

Receivingaéntion ........... . ¢ o ’ ':-,q; iy
Tue Gregr Westery ‘Budds' Co.,” 17
R U SR SRR RO S ;.,xi’adory,

L cevimrsadean

Sapre e o By loeacii
Senator Kina. What assurance has the Finance Committes’ that 4
qhidts bill Will be passed? - ' N L A A
V- My Csmmines. Frank}y. I do not think you have any.t ~ =~ -
" Senator King. Then if we Hdve no ressonable assurance of thé
Rxs;sage of the quota bllf would it be your recommendation that the
inarice Committes take no aétién upon' this proposal? *~
Mr. Cummings. Yes; unless therp i3 some"wn{ whereby this could
be attached to the proposed stgar bill 'and both were put in at the
symo time. . ) . . , .
" "Sehdtor’ VAxp¥NBERG. Mi! Chtirman, may I’ stupplement that
statement with this brief observation: Fundamentally and abstractly
it seems very unfair to me to pick out sugar as the only food commodity
that'is to he }mna]ize(‘l in this bitl.. The dugar beet producer hes been
the- victim of a special penalty for seversl years. He is the only
fermpy in the United Sttt'es taising & nonsurplus crop who is put undef
a limitation, to.begin with. NoWw, he already carriss that burden:

70553—380~——4
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He is the only agricultuml producer in.the United Siates who has
had his tariffs reduced in spite of a tariff commission report which
mdtcated thyt the codt of .pmdtlptioi;,in the United States as dompared
with tiie co.sé.‘ol production abroad required the maintenance of the
original tanfl.. . : o e
- Now, he has that bujden that no other agriculturql,commodity
has, and yet hé is being ‘asked to pay a special excise tax, at least
$15,000,000 of which, as Congressman Cummings says, he hés go} to
abeorb. . He is the only farmer in the United States who is asked to
absorb a special tax; - R { S .
- 1t scems to ma if you are going to pursue the Department of Agri:
culture’s originally snriounced purpose to put the sugar industry out
of business you could not continue any better than to continue asis now
proposed. Ité'ust seems to me it is about time that the sugar farmer
n tg e United States ceased to be the special favorite for the punitive
sction of the Congress. = _ S .. ..

+ Senator Kina. Would you cars to express your opinion, Senator, as
to the wisdom of passing this act, ot this proposed measure, if there is
no quota law passed? - o i

Senator Vanoexanera. I would be perlectly willing, so far a3 I am
concerned, to approve any excise tax which is matched by mandate of
law with equivalent benefit payment for the growers, not otherwise,

useé there is nod'uatlce in it otherwise, itis e eer discrimination,

- Senator Kiva. How could those payments be obiained? . = -
Senator VanpENBERG. Wall, they could be obtained under sectio
32 of Public, No. 320, Seventy-fourth Congress—the amendments to
the Agriculture Adjustment Act of August 24, 1935—as amended by
the Soil Conservation and Domestic Allotment Act, if the Secretary Is
80 minded or so directed by law. T . R

Senator King. Is that broad enough, if he were given a mandate to
enforce it, to afford adequato benefit Saymenta to the farmera?

Senator VanpENBERG. I am 8o advised. But his power and his
inclination are two separate things, Senator. . e

. Senator Kixa. Do you think the 12 cents which is now the slloca-
tion isinadequate? .

Senator VanoeNsera. Utterly so.

Senator Kina. The Senator from Montana, have you any informa-
tion to give {0 the committee? . .

Senator Murray. There was a statement to be made by a repre-
sontative of the sugar beet growers here. We of course are opposed
to this tax. That statement will be submitted later on. -

Senator Kina.. Does he desire to appear in person? = .

Senator Murray. . Yes. Is Mr. Kearney hero now? . .
- Mr, Kgarney. Yes, sir, - o .

Senator Kina. Come forward, Mr. Kearnoy. . .

STATEHENT OF CHARLER M. KEARNEY, PRESIDENT, NATIOHAﬂ
< BEET GROWERS’- ABSOCIATION . - e

Senator Kir3. Do you represent, the beot sugar. industry of
Nebraska and various other western States, Mr. Kearney? , . .~

Mr, Kearney. T am president of ‘the National Beat Growors
Association, which is an association that has members in all States
growing beets in the West, the so-called western beet-growing ares, in

?

- -
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which all States in the West except one heve a membership, and that
is Washington. R
- Senator King. One moment. Is Congressman Crawford here? .
'Mr, Crawrorp. Yes, sir.. - -~ : :

. Senator Kina. ' Will you pennii Congressman Crawford to procesd?.

Mr. Crawrorp. That is all right, Senator, I will be, heppy to
wait until he finishes, Lo e S
Senator Kina. All right, proceed.

Mr. Kearney; With reference to the proposed processi - {ax o0

sugar at the rate of one-half cent a pound, raw value, we zerstand
this tax to be-an integral part of the program of dz_e Sercetary of
Africulture with respest to sugar, as expressed in his J«tter dated
May 7, 1036, to Senator. Harricon. . . o .

"I the tax be imposed and no such Frogram be enacted, the sugar-
beet farmers of the United States will be x{‘en , because at Jeast
part of the tax will be absorbed in their share of the price of sugar
which they receive for their sugar beets. In order to compensate the
farmer for this loss, he must have the protection of a:proper quota
system and supplementary payments as indicated by the Secretary’s
letter. ' Withiout those conditions we would strenuously object to the
singling out of sugar, & necessary food of wide common use, for rovenue
raising J)urposes. ) .

The Jones-Costigan Sugar Act of 1934, as amended, will expire at
the end of 1937, and because of the Hoosac Aills case it no longer
enables the Secretary to coniinue payments to farmers. It is there-
fore inadequate a8 a basis for a sustained or complete sugar program.
These deficioncies should be rectified by immediate legislation. We
understand that such legislation is embodied in a proposed bill just
printed by the Committee on Agriculture of the House of Representa«
tives, which bill follows in principle tho Harrison-for-Costigan sugar
bill introduced in the Senate as early as April I of this year,
{Senate bill 4413,

. Since the tax mJ)roposed in connection with and because of the

sugar’ program, and in its origin is related to the reduction in the
teriff, the bill should provide that the tax terminate whenever the
gxu ar progirém ceases to be in effect, or upon any prior increase in the
n tariff. : - - . L

- While the rate of the proposed tax is substantially higher.than
necessary to provide & sum sufficient to offset payments to farmers
contemplated by the Secretary’s sugar program, the finance committeq
may: consider the rate justifiable bec.-use it appears from the Secre-
tary’s letter that such excess replaces in part the loss of revenue due
to reduction in the tariff in Cuban sugar. o

We sum uE our .position as follows: We advocate and have been
advocating the speedy enactmént by Congress of a sugar program,
For the purposes of and in relation with such program, we approve
a protessing tax. - : o - . c

Senator Kixa. Do you approve this bill that is before us now
submitted by the Secretary of Agriculture? .

Mr. KeanngY., Yes; if it.be a part of a sugar 1prc_)gmm. e
. Sen?tor Kino. Without supplewental legislation affecting the
quota s e
- Mr. KearngY. Noj we do not.. As I bave said, Senator,:and as
I will relterato, wo oppose a tax on sugar unless it is part of a general

@ vt iy i (8
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posed suggr program. S FURTLVNS A
Sendtor: Kii6! Suppose :no : measure -were psssed ‘by Congréss
ﬁmngﬁ%uo ‘and there was no legislation anslogous: to .this. bill
rhat wbuld b the'effbet upon the sngar Industry of o United States?
My Kiag e

‘sugdr program; and we take it that:it s an fategral part-of. the' p}t»_

EY: 'H!no tAx wére imposed?. , :
. Senator Kearney. If no tax were imposed and .no:quota were
m .. P A S P A N S
g ‘Kﬁ:’KﬂﬁuaY;: Of course, thiat is in the realin Megrophocyrbut; the
cotftinental sugar industry would probably be ruined; - - . - .
Mg Ot_ngkmq's.' No, noj it 18°a sure thing. . It:would'be all gone:
There would bé hd sugar idustry in this counitry, it would be all gone.
Mr. KeagNey. We are informed that tliére would probably be art
attack ofi the qyotas, and if the quotas broke down, why; without any
sugar fitograth to take it place, we would certainly be'out of the sugar-
producing piéturé in the United States. . .. RS
Senator' Kina.'Ard there any other witnesses that desire to be
héard? M. Crawford.” . . . R

STATEMENT OF HON. FRED L CRBAWFORD, A REPRESENTATIVE
" "IN CONGRESS FROM THE STATE OF MICHIGAR

-+ Mr, CrAwrorp. Mr. Chairinan and. gentlemen of the committee:
In my district, which is the eighthof. Michigan, there are located four
beet sugat mills, and in that same district, if I am correctly informed
on the allocation of acreage, bests are grown for four additionsl mills,
which makes my congressional district direttly interested in the oper-
dtion of eight beet sugar mills. Thatévl think is perhaps the rocor

in the eastem territory of the United States for one district. . . ..
- Senator VaNDENBERG. Translate that into the number of farmers

who are growing sugaf bocts, - N T
~ Mr. Crawrorp. If we assume an average acreage ofiabout 10 acres

r farmer, one of these mills has capacity of about 160,000 tons of

éts, and hme would be 1,600 farmers. You can figure about 10 tons
of; béets per acre. 8o 10,000 actres would give about 100,000 tons of
beéts; and you tould make the calculations 6n through. - | -

Now then, rg:ghly, as to the number of farmers involved, for those
four mills located within- the district it would be an a,verage of 1,200
per mill.” ‘Now of the four mills located outside of. the:district,-all
of ‘the best territory s not located within my disttict,' therefore you
should not caleulate the full number of farmers for thoss.three mills

.

outside 6f the district, but only a pars; . . . - . i Y
Fundamentally I am o§gosed to a tonsumption tdax, which I inter+
pret this to be in’ effect; being placed against.what.I term to be.the
poor nan’s food; which is sugar - Whea he gets down to:his last
penny, or his last 10-cent pioée, hs can go into a restaurant and: par:
ticipate in a delicacy, a sweet in the form of sugar, whether it isin the
cheapest” Biltimord lunelirooni or the highest priced . hotel in the
country. He can almost literally fill his pockets full of sugar and walk:
out with it. Tt 'is on the table, it is & freo-food: Therefore I per-
sonally, seriously, 'ahd fundamentally. object to'a consumption tax
being placed on this food. » SR
“The farmers in my district, insofar as I have been able to ascertain,
aré very mutk in favor of & processing or excise tax being placdd o
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sugar, ptovided only that.thoy be paid benefit payments out of that
Now then, without going into a lot of detail, we realize the legal
difficulty in fm‘nging taxes into the general funds of the Treasury and
making appropnations nnd»pmng them for local benefits, so.we do
not need to discuss that here this morning, as I see it. e
* ‘The question which was brought up here & fow moments ago, 84 to
what it will cost the farmers, the beet growers of this country, if 50
cente per hundred pounds is assessed against sugar in the form here
proposed is a very interesting one to me, especially in view of the waz
the sugar-beet contracts between the growers and the mill operato
are drawn, which, in substance, provide that the farmer shall recaive
a speoiﬁed percentage of the net proceeds from the sale of pugar,
pulp, end molasses. Now, in selling this Bugsr or in invoicing it out,
the processor invoices that sugar on the face of the invoice to which he
adds, as a separate figure, the amount of the processing tax, we will
sa{ 50 cents per hundred pounds. :
- I raiss the question as to why and on what grounds can the farmer
be nenalized 50 poroent, or 25 cents of that total 50 cents and -have
it charged back against his account if the tax is passed on to the cone
sumeor? :Wherein does the farmer stand the burden? ~. .
If the New York price basis on sugar, we will say, is, as it is today,
$5 for cane and $4.80 for beet, that 1s f. 0. b. New. York, if this
law became effective tomorrow it adds 50 cents per hundred to the
price of sugar on the New York basis, and at the same time takes off
50 cents por hundred pouads, New York basis, it would still leave
sugar at $5 per hundred, New York basis, with the tax agplied, and
with 50 cents of that goiniinto the Freasury of the United States then
ou have & question of the division of net procceds wherein the tax
ecomes an element of price, L 4 L
- Now I come back to this proposition, because of the statements
that have been made here, and it is somnething that we must not stunis
ble over. Whether we are in Con or out of Congress, whether
we are on the farm or running mills, we must not stwnble on this
thing again, after what the Supreme Court has said, by adding & pro+
cessing tax to an invoice for sugar and passing it on to the consumer
and then at the same time charging 50 percent of that processing tax
back against the beet grower, bocause of the provision in the beat con+
!.l;act which says the farmer shall stand 50 percent of the selling price
of sugar. . ‘ St T
- If this is lookod at according to the facts of tho case, because if it
is passed on to the consumer the processor and the farmer are not
bearing it, s . - . oL
- Senator Kina. Not what? . - RS R
Mr. Crawroro. Not bearing the burden. If it is taken out of the
prics of sugar then the processor, if ho has a §0-50 contraot, ho stands
80 percent and the farmer stands 50 percent. If you use the tigure of
290 tons of sugar per ton of beets, you can multiply thet by 50 cents
and you get $1.45 per ton of beets, and then if you multiply that by
the 10 or 11 million tons of boots you bave $15,000,600 involved.
wanted to jet. that thought before the committes. + . . - .- .
. .That is all I have to say, Senator King. = . ... :
-+ Sepator Kina. If I properly interpret your position, .you do not
favor this bill unleas thefe is a corresponding measure—probably that
is an impruper éxptossion-~unless thers is 6 quota billy ! ., il
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.Mz Crawrorp. I am fundamentally, totally,  and .absolutely
opposed to any kind oé;ixuota restriction on the production of sugar
in the continental United States, now or hereafter. . . .

" Senator Kina. 'Now -suppose that you were charged with the
responsibility of draftinf a-bill that would take care of this situation,
acute as it is, what would be your method of approach? .

Mr. Crawrorp. My method of approach would be this, spesking
as 8 Member of Congress and not for any group anywhere, but es an
individual, I would remove all restrictions on the production of sugar
that exists today; that is, on the production of beet and cane sugar in
the continental United States. 1 would keep the consumption tax or
ex0i86 tax or processing tax off sugar, Then I would amend the tariff
laws in such a manner as to give the necessary protection to that
contineatal production, and thereby keep tho American beet grower
entirely out of the web of benefit payments and processing taxes
consumption taxes or exciss taxes, whatever you might want to call
them, and then let the industry expand in this country.

. Now then, the very minute you say, “I am in favor of a processin%
tax pronde(f I receive compensatory benefits’, directly paid to hee
growers, then the question comes up, ‘“Well, is that to be based on a
uota?”’ If itis to be based on a quota at that moment you restrict
the production of beet sugar or cane sugar in the United States and
you get into deep water. : : :

Now, speaking for my farmers, insofar as I am able to ascertain
from them, they are in favor of processing, excise, or consumption
taxes, whatever we might call it, being placed on sugar provided they
receive compensatory benefits in the form of benefit payments.

-Senator Kina: Well, it is obvious, is it not, Mr. Congressman, that
st this session of Congress it would be impossible for secure legislation
of the broad scope to which you refer, that is to have unrestricted
production of beets or cane in the United States, and then the im-
position of an adequate tariff, or a tariff that will give them amnple

rotection, so.that this industry may not only be maintained but

eve(liox;ed, 1 assume that that is impossible. Then what next would
you do - :
- Mr. Crawrorp. Unless you can put into this bill a distinct proviso
that the farmer receive his benefit payments I certainly would not
recommend, and I will not go along with a program which imposes
& tax on sugar. . .

Senator Kina. How would he obtain his benefits? From the Soil
Conservation Act or by the imposition of an excise tax, the proceeds
of which were to be I?ropeﬂy allocated to the farmers? -

Mr. Crawrorp. Frankly, I do not believe we can impose an excise
tax under present laws, or under our present constitution, the collec-
tion of which is spread all over the United States, and thon paid out
locally to beet growers, or any other group of farmers. :

Sonator Kino. You think you would have to treat it as a revenue
measure, going to the Treasury and then letting Congress make a
direct appropnation? - . C

Mr. Crawrorp. Yes, sir; that is the way it appears to me. I may
be wrong in that. . e

Senator Kixo. Thank you for your views. Are thers.any other
witnesses who desire to be heard? : I think Mr. Bavoy, of the Depart-
ment. of Agriculture, wants to.be .heard.” M. Bavoy, our time.is
limited, but we will hear from you if you care to be heard. @ .
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Mr. Savoy. I think, sir, I have no statament to make. . I.think the
Secretary, in his letber proposmg the tax, has said all that the Depart-
ment needs to atate o

Senator King.- And that. is in tbe record? .

Mr. Savoy. That is in the record.

Senator Kmo Is there anyone else who wmts to be héard?

STATEMENT OP OLABENOE B.. BI’I"I’INGS UNITBD STATB SUGAI
CORPORATION, OLEWISTON, FLA.

Senator Kina. State your name, resxdence, and whom you repre-
sent.

Mr. Bl’!‘TINGS Clarence R Bittings, Umted Statee Sugar Corpom-
tion, Clewiston, Fia., and also the Fellsmere Sugar Co., of Fellsmere,
Fla., and the small Towers.

Senator Kina: Of Florida? - R A

Mr. Birrines. Of Florida. ]

Sénator Kina. That is cane? - .

Mr. Birrings. Cane. We only grow cane in Flonda ,

The-Florida producers and growers object to any imposition" of 4
processing tax or excise tax on sygar. It will do two things: It will
raise the price of probably the cheapest sourco of energy a man- has
today, and it will also be reflected in lower goces to the grower.’

We do not believe in the payment of any benefit taxes; or the pay-
ment? Otf any. beneﬁts We belleve the mdustry should stand on ita
own fee

We do, however, belxeve that there should be no restnctxon on con:
tinental production. We are producing today less than 25 percent
of our sugar requirements in this country. We have & great deal of
unemployment. ‘The production of more and more sugar within
continental conﬁnes will, m !um, reduce unemployment in the
country. -

Senator King. Do you thmk that the sugar induslry oould survwe
without a tariff or without an excise tax?

Mr. Brrrinas. The tariff has never worked to the benefit of the
continental grower.. T!e tariff on Cuban sugar has invariably
benefited the Puerto Rican and the P}uhpﬁme producer, and they

produce on & wage scale similar to Cuba y looking over the pro-
duchon statistics you will find that they have grown very rapidly
since the war, and the continental producllon has stood still.

Sonator Kina. Is thers anything else? -

Mr. Birnings. That is all, sir.

Senator Kina. Senator, wou]d you care to sy somethmg?

‘Senator MuRrnay. I want to say, in addition to the statement made
bg Mr. Kearne Kehe speaks for the sugar-beot growers nationall

at the sugar-beet growers of my State fecl that this tax wou{d
penalize their indust 3 unless it is 1nade an integral part of the sugar
programn a8 suggested - by 'the Secrotary of Agncultm-e We would
necessarily be opposed to it otherwise.

Senator Kino. That is, without the quota you do not. wsnt any
éxciso tax? -

 Benator MURRAY. That is nght - :

Sena;or Grorde. Would you be opposed to inserting thm in- the
tax act

:

ey
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'Bendtor: Munray. T would be opposéd to-inserting it in.the tax
act J’it)xout thé other program enacted at tho samd time. . It would
result in a very serious penalty on the sugar peoplé of m’FhState, who
have suffered very sevetely, and are suffering now. - The costs of
production there are very high, the wages are high, and it is necessary
that théy should be protected. ~ " -:zcvv - - 0 T

Senator Grorae. So that on the theory that you and_the others
% mf‘le'liréé‘e'ﬂted; Senatasr; you would be opposed to'it as'ahitein in this

RS S IR RTE R BT FECIC LS

Senator Murgray. Yes. i
-+ Benator Grokan. That comes to this, that this tax would not be a
general revenus producer, after all, if the benefits wera paid back to
particular clasees, . -t 0o Co Y
. Senator MurraY. No, gir.- It wouald: be a futile act.

STATEMENT OF O. J. BOURG—Resumed

Mr. Boura. Mr. Chairman, I am requested and suthorized by the

Louisiana growers o protest against any imposition of a processing
tax ai this time unless there is & new sugar act which either provides
no restriotion on continental production or such quotas as do not
amount to restriction, because under the pro l?alatxon, even
though there were benefit payments provided, the benefit payments to
Louisiana growers would be on only 60 percont of their J)roducuon
rather than 100 percent of their production, as is provided for the
sugar-beet growers. Therefore, Louisiana is op to the tsx, and
also opposed to the proposed sugar bill, * .. . .. ,
i, The American Suger Cane Leag\;e represents the sugatcane growers
and cane sugar processors of the State of Louisians and is opposed to
an prooe,e;slﬁf. or excise tax on sugar for the purpose of raising revenue,
unless & ar.tax is placed upon other agricultural commodities.
We oppose having sugar singled out as a taxable commodity when no
tax is pruposed on the other agricultural commodities. .

If there is to be a processing or excise tax levied on sugar, we submit
that the rate of tax should not be any. greater than is noecessary to
raise revenue sufficiont to make adequate benefit payments to domestic
beet and cane growers. . In other words the revenus produced from a
processing or excise tax on sugar should not be greater than the amount

eeded to makeé benefit paymenta to growers under other provisions of
aw. : . o [ N YO

Presently we have no definite provision of law determining the
roasonable expectancy of the domestioc grower in benefit payments, ex-
cept such as may.be contained in propesed legislation, namely, the
Qverton-Kniffin bills, S, 4660 and H. f:o 12204, or the Harrison-for-
Cost:fan bill, 8. 4413. Under the proposed provisions of 8. 4413 we
calculate that the maximum payments of 374 cents per 100 pounds of
sugar to be made would require a tax of 21 cents por 100 pounds ins
stead of the 50 cents per 100-pounds rate proposed in the mossure
before this committee. However, the lotter of the Secretaty of Agri-
culture addressed to,the,chairman of the Finance Commities of the
Senate on May 7, 1938, indicates a payment to growers of only 24
cents per 100 s)ounds, which would mean that ihe totsl amount that
canld b Ll;e i‘i%)oation of 8 tax at.the rate of 14 cents per
100 pounds, would be sufficient. v Ceeoe i

i
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But the fact remaina that Congress is about to adjourn and these
pro sugar bills have not been considéred in committes, no.hear.
ings haye been held, and it is possible that these messures will not be.
enacted into law, because frpnklg there are provisions in, these pro-
posed bills which are objectiona le.w,gome of the sygar producing.
areas, particularly Louisiana and Florida,  Therefore, there is no
assurance that the domestic growers will recejve any benefit, payments,
excppt the 12X cents per 100 pounds offered under the.soil conser-
vation program, . . . . s
‘There ig no existing provision of law under which a fair and reason-
able benefit payment to the domestio grower ¢an bo made excepiing
section 32 of tho Agricultural Adjustmoent Administration Act, es
amended, and as reenacted in the recent. Soil Conservation . an
Domestic Allotment Act. Byt again there is no_commitment or
assurance that the domestic grower will receive any benefits, because
these provisions of law leave the question entirely to the discration of
the Secretary of Agriculture, : ‘
Now_the growers of the United States are called uiqn to express
themselvas with regard to a processi tax on sugar, when they have
no eommitment or assurance that legislation will be passed to grant
them additional payments or that provisions of existing law will be
used for the lg)prpose of extending additional benefit payments to,
thom. We submit that the grower is entitled to written assurance in.
this respect to the effect that he will either be granted benefit pay-
ments under'a new sugar act, or in_ the absence of such legislation
that a grant will be made to him under section 32 of the Agncu]tu_ra‘
Adi"ustment Act, as amended. Co P
'The maintenence of the domestic sugar industry in the United
States seems important to us both from the standpoint of nationsl:
defense and protection to the consumer against foreign control of the
domestic sugar market. At the present time there is existing factory
capacity in the United States to produce considerably more than
2,000,000 tons of sugar if farmers who grow sugar beets and sugarcane’
are provided for in Federal legislation on a basis comparable to the.
programs for farmers who grow other commodities, . ‘This can be
achieved by a system of benefit payments comparable to grants for
other commodities under the Soil Conservation Program, and for this
I6650D We resgectfully declare that unless the growors of the United
States are to be benefited, theie is no justification for any proceasmg
tax on sugar; and further we declare that the rate of tax levied shoul
be limited to such rate as will produce sufficient total revenue for this
purpose only. . . . o . .

- From the standpoint of Louisiana’ there is a specisl consideration
because the beais of benefit payments bemﬁ offered under the soil-con-.
servation program and which would .be offered by the Harrison.for-
Costigan bill if it isonacted into law, is still the 260,000 ton quota for
Louisiana and Florids.. If the divislon made under the A. A. A, con-
tinues then Louisiana growers would receive benefit payments only on
the tonnage of cane which is required to produce 220,200 tons of.
sugar. In view of the fact that Louisiana alone produced 340,000
tons of sugar in the 1935 crop and .evety éstimate points: to a much
larger production in 1036, the benefit payments now being. proposed;
to be offered to Louisiana growers, would -be restrioted to about 60,
percent or less of the actual production of sugarcane,
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* Certainly the Louisiaiia grower is entitled to the sgame treatment
as the beet grower who will receive ﬁayme‘nts on 100 percent of his
actual production. - In addition the Harrison-for-Costigan bill would
provide ‘benefit’ paymdiita tonufarcane growers at ‘a rate per 100
potinds of sugar, instead of the old basis per ton of sugarcane. This
change of basis alone would penalize Louisiana i wers by approxi-
mate { 50 percent when compatved with the A. A. A. tonnage basis,
and therefore if the proposed measures are enacted into law the
Louisiana grower would suffer two very large reductions and his
benefits would decrease to 8 point where it would no lenger be com-
parable with benefits made available to any other commodities under
any of the programs of the Federal Government. As a result the
sugarcane growers of Louisiana are opposed to the processing tax on
suﬁar and also opposed to the Harrison-for-Costigan sugar bill.

f one of the purposes for which the proposed processing or excise
tax on sugar is to be levied is to return to the Treasury of the United
States the amount of money which has been lost as a result of the
reduction of the tariff on sugar, then we are definitely of the opinion
tgat t:h'?f efficient and historic method of producing revenue is through
the tarifl. . : : '

Woe respectfully invite the attention of the committee to the fact
that the proposed legislation is permanent in its nature and that the
Government proposes to levy a tax on sugar as a8 permanent source
of révenue, Contrarily, there is no provision of law presently on
the =tatute books which guarantees or assures our growers of benefit
payments on a pefmanent. - '

nator Kixo. Mr. Miles, we will hear you for a few minutes.

STATEMENT OF H, E. MILES, CHAIRMAN, FAIR TARIFF LEAGUE

Mr. MiLes. Mr, Chairmsn, I did not know of this hearing until 15
minutes before it started, so T am not very definitely prepared, but I
have received gome very interesting information on sug:r gathered by
having the help of many experts in the last fow months,

- Every hearing on sugar it seems to mo starts with a lot of presump-
tions and assumptions, taking a lot for granted, and what they over-
look is the essence of the subject. Just the other day Secretary
Wallace wrote Senator Harrison saying that we had two taxes on
sugar, an excise tax of $66,000,000 and a duty of $36,000,000, and
the two together, as I understand, $102,000,000, is the sugar tax to
the American people. .

I agree that the excise taxis $66,000,000 and the duty is $36,000,000,
but the 8ecrotary did not mention & monopoly tax. .Congress has
created a monopoly in giving them power to make their own prices,
and the monopoly tax on sug}?r i3 in addition to the Seoretary’s state-
ment of $102,000,000. I abhor major inaccuracies, as do most folk.

Now there is another item in the sugar tax that is not ever men-
tioned: I have been giving a coupls of inonths, with the help of the
best authoritics in America, and there aro many of them, to find how
a tax reaches the consumer, S

I am a protectionist. I do not believe thero is a more ardent
protectionist in the United States, but I do not &gree that you should
put the sugar:tax on the ¢onsumer: o C -
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MeKinley said in 1890, “Thete is an almost universal sentiment in,
favor of the removal of the entire sugar duty upon this article of
fanily use.” - .
. Joe Cannon said in 1897, “My principal anxiety is to place sugar
on the free list and relieve the pcople from this great burden of
taxation.”

Senator Aldrich said about the same time, ‘“This infamous un-
justifiable, indefensible sugar levy.”

President Hoover said in 1923, “Our whole fabric of living and
comfort are depondent upon the import of commodities which we
do not and cannot ourselves produce—-tin, mibber, coffee, sugar, and
a score of others.”

Secrotary Wallaco said to this committee, “l am satisfied that if
those who first put on this duty on sugar had known the conse-
quences they would not have done iv.”

I asked of a former Senator what he thought the sugar tax had cost
the American people since 1897. “Oh,” he said, “it’is & very great
figore. Sometimes I thought it might be 4 billion dollars.”

Now we have weighed every pound of sugar consumed in the United
States sinco 1897, and the consumeor tax on it was $7,000,000,000,
and {lour laws in the last 2 Sem have added $800,000,000, for crops
worth $60,000,000 in thcse 2 years, international value.

Now, there should be a limit to endurance. The essence of it is
a8 Secretary Hoover seid, that we cannot grow sugar in the United
States. Itisnota white man’scrop. Those who believe they should
benefit by it must realize that it is not good business to rob the con-
sumers any more than it is good business for a trustee to rob a widow’s
estate. o

Now, 1 suppose you have seen the findings of the Agriculture
Department recently. Cuba bought frorn us in 1933 the product of
945,000 more acres of our tilled lands than Cuba used in 1928, They
talk of idle acres and idle people. There is no difficulty in making
treaties with other nations to give us our sugar at 1 cent to 1% cents
a pound in exchangoe for our surplus farm products, such as Cubs
nceds. She would strive for it a little more in payment for her sugar,
It is a black man’s crop.

Sugar cane in the hot climates grows almost of itself. Assoon as it
is up a little the leaves are so thick that the shadoe kills the weeds.
It requires exceedinﬁly little labor.

" You can buy all the sugar land in the United States with 4 months

of the sugar tux. You can buy it and give it to the birds and save
the people $400,000,000 a year. You can buy all the factories with
another 3 or 4 months and give them to the bats.
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« :(Mr, Miles pubmitted the following brief:) : - c

"-The folldwitig table shows how the tax burder and the tariff rate have wrﬁ
through the years and the time required under each rate to take a billion doilars
from consumers’ pockets in sugar taxes: - R ) -

| I S IRTE SUGAR
‘. . TABLR L.—The growlh of the taz burden upon consumers

PR . ; , Yearar
- Contumets’ { Turifl nh' quired to
‘. per pound oq!
pec year raw basis’ $1,000,000,000

Cent

nnr—;—p‘
> 3 23

ORpNpe

1 Unti} now the consumer tax haa heen limited to the rate of duty, pr'u'ow webave w:nied Ento a cow posite
uan,

ol § tax Quty on Cuban rew of 0C cents per bundred po us & processing tax of its equivalent
under “&ﬂuon now PO of ) xn us something entirely new (n tarif hixtory, a &!h £ I ONCPOT.
{of 115 aised 1o i $ Jatration.. Thus tbe

't prioes by :1 rowers by conseat of thy Federal sdministrat o:;

1ax will ave .
tha corabination tax is 26 tines higher and 30 percent bigher than ever untfl cow. It strcants to 260 pes-
08 %Reuum be estimated for the 1906538 crop. A this writing the tax is 2.7 cents per pound wiuﬁ:o
m{, {ity of 8 decrease.

' The sugar tax was costing consumers about $100,000,000 when MoKinley,
higbestl ”(; h;gh protectionists, joined in “the almost universal sentiment of the
@’ for freo sugar. . . ) )

91;:0 annual burden was $109,000,000 when Speaker Cannon's “grinc[pal
anxiety waa to place sugar on the free list and relieve the people from this great'
bBurden.”: Tt was then that Senator Aldrich, the most powerful protectionist
ever in Congress, called the sugar tax ‘‘infamous and indefensible.” :

The sugar tux was $260,000, when Secretary, later President, Hoover listed
sugar with coffee snd rubber, pineapples ard bananas, ‘‘which we do not and
cannot produce ourselves” with any respect for economice and soofal justice. k

- Of all these men and their associates only President Wilson had the fightin,
oourage to reduce tho sugar tax to 1 cent per pound, raw valve, with the suppor
of a Congress of like gourage and with a provision for the removal of tha entire
sugar tax b‘z step-rate reductions; not realized because of the intervention of
the World War. ¢ .

When this action was taken the consumers’ sugar tax had amounted to about
$3,000,000,000. - Now, on their first opportunity, the successors to Wilson's
Pledf“' by new devices unkrown to the publio, makq the import dutg 10 percent

eas than Wilson’s, That looks well, but by the new deviccs the/v add 0.5 cent,
called & processing tax, and (a new thing in our history) contrive “hat the growers -
may add, ax addition to thelr prices, 1.2 cénts per pound to a further cost to con
sumers nf about $170,000,000 for the 1935 crop now being consumed. .This one
ftem in the sugar tax e%unlq a duty of 170 percent, . Y

The combination of the threa taxea Jotals 260 percent on the international price
and $410,000,000 for the 1035 crop as nearly as can be estimated at this time,
Today it is running higher, with no prospect of a decline.

The above table and the next show the drain upon consumers’ pockets. There-
fore, the fact that some of this money is collested by Government in duties and
used for publio purgosea isnot considered. Also thisfactor is becoming negligible;
$145,000,000 in 1628 and an estimated $36,000,00 {n 1036.

Putting Cuba on more nearly the import baals of the other fslands recently has
won such public approval as to indicate the desirability of removing the Cuban
duty entirely, replacing it with a general exclse tax equal to the present duty and.
requiring Cuba to use her new advanug’e in the %:rchm of our foodstulfs as
elsewhere suggested. Surely nothing could please Cuba more, Tbe galn to our
Treasury would ge great,
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" The above figures applied agamst the consumers’ tax bturden shows that the
amount privately collected an pms},e y used was oo&'nbout $118,000,000 in

1926; far lees under Prezident Wilson; now s 64, 000, of which some
$210,000,000 goes to tho jslands.

Surely the pending bill is just {n ita provision thab the former proceasing tax
shall become a general excise tax for general public use. The trouble here is that.
by annther pending bill the sugar profiteers intend to get this excise tax handed
over to themsclves, and they always get what they demand. I am reminded of
Chsirman Payne, laborlng on the Payne tariff. His face Hushed with anger and
shame, he said to me, I could change this rate (making it lower) just as easy—-
it only they would let me.” He had to make the rate 1.76 cents agalnst the
comblnation rate, 2.8 centa.

The following {able discloses the amount and effect of the present sugar taxes:

TABLE 2,—TAe sugar monopoly—ils cost {o consumers in 1935

Its cost above world prices. - oo iiiceciaaaan $410, 006, 000
Its cost sbove a single 1-cent tariff as in President Wilson’s time. 238, 600, 000
Consurvers’ sugar taxes, 1897-1934, inclusive

Value continental erop, raw basis, 1935_ ... . _.....

Yalue continental crope, 1934 and 1935, 110001
Consumers’ sugar taxes, 1934 and 1935_ . _....__....... PR
Total taxes 1897-1938

Cost with | Coet under
Cost of sugnz total tax 1 | froe trade as

oontem-
CODSUILONS a8 Tated b
in 18 nm Prest- gmidm’l
dent Wilson Wiison

Total consumption, nvbuL {n New York at world prices 1.] §
Roanlny,lmg 'pound > )

lﬂa. 067,000 |  $1, 067, 000
113,460,000 | 113, 480,000

000

o0

0001 239, 527, 000 o,

000 ] 139,781,000 0 471,000
000 {..
000

259,308,000 | 240, 500, 000

939, 527,000 239#77.@
130, 000, 000 othlag

' Raw l:uu was {realy sold the world over whereves buyers would take {4 {n 1935 and to dnu at m;btly
uoder § ceat per pound. Greal Britain ht two-seveaths of ber mulremenu at this price, bu, 1he
at v prelmnthi" ;xices rom ber omln!om. far lowar thm United States prices. Jnn umost
quit prodocden at this peios nfec y becanse markeis, locluding ours, were closed
su.lu her. 1f sugar wers [ree ln the Unlted Qutu the oﬂ«inu would be withoot Iimit end sround 1°
©ont, unlass competition were restrivied by combinations. It Is doabt{ful If & combinstion could hoid &
’““‘“"mnm'”"m“’%”' ith the reiatng 11 osnt per pound under which
re! are s y bappy wi n ¢ of 1 cen !
i "i“”’kv ’ng?xm:'?rﬁ’ beldare ¥ bocanse the ”é’amm ES3000,300 1 8384,y 00-
n m gtery uso y wou

lw oy value, and !so profit I ncms nsumption

lh!ne-un;hlo( 1 peroent

1 The present duty 130 9 cent. Jnder President Wilson It was I ceot a8 [a columan 2 with & ptovho for
free (;uw l;tbhu.‘bul mvu‘- effected. 1cent equals 100 percent on the world prics 1a 1935 sad no

né-tenth of 1 perceo
3 Uzti] the codes were set up, the Moo c»f a!l ly and of sugsr vu tho world
7, ibe w crot Tl o i ol w3

. Boroe le, Including t code price would
S or o ol et e L S e i
B e v Yunis $130, (08,000 1o Thal prisee. o
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At least one-fourth of all refiaed sugar is used in the manufacture of sweetened
foods, breadstufls, confectionery. chrcolates, ice cream, soft drinks, ete.
The mark-ups on the sugar content of these products is as follows:

ottt | freatradan
Al lax oo tr. a8
o sinaumers| cemtyer | eontem-
01965 | F e preni- | Premtdent
dent Wilton Wikon
One-foorth of refined, 88 4bOVE. ......oooiiieinianiinnnnenne. $150,000,000 | $92, 500,000 | - $40,000, 000
Marnulacturers’ wark-up, 50 percent '... . 75, 000, 600 48, 250, 000 , 000, 000
. Manufsctuzers’ seliing price...._.. 225,000,000 | 13%, 750,000 0, 000, 000
Wholesalers' mek-up, 10 percent * . 25, 500,000 13,818,000 #, 000, 600
Wholesalers’ selling price.. ...l 247, 500,000 | 152, 628, 000 9, 000, 000
Rotdm'mul‘bp,wpe‘rgntl.. weee] 99,000,000 61, 000, 000 39, 610, 000
Retall price, aven figures. .. L-ae) 346,000,000 | 213,000,000 138, 000, 900
Ceet reﬁnedwt .............................................. 150, 002, 000 93, 000, 000 60, 000, 000
MALE-UDE, 130 PEFOEnt... .. coneriaamenncnnernnraraennes 196,000,000 { 120,000,000 { * 73,000,000
Mark-ups, Mﬂuu&c"aﬂnst 170 NS DS EO 76,000,000 [ 118,000, 000
Comsumers would get oos-half of this saving (other ball Co
to muanufacturers and woerchants) ¢ R S 38, 000, 000 60, 000, 000
8aving oo refived, asabove......... 258, 000, 000 350, 000, 600
Total savingse egainst 183330 .. ..o i, 224, 000, (00 I 410, 000, 000

1 Sagar was used, In 1933 with its low prices, ir $2,000,000,000 of sweetened foodstufls st wholessle peices
and a3 8 less-important factor In other commodities of great value. In 1929 the prices of these ccrrm cditles
were (rom &) to 5) percent higher. Manufscturers’ mark-ups vary from 45 (0 €0 percent, aversging abcut

50 percent.
‘lpﬁmhzmdba wholasaled {p the ususl fashion earries & mark-up of 48 percent. The iower percentege
1 the table allows for retailers’ purchases in lsrfo amounts directly (rom mwenufscturers.
3 These mark-ups vazy greatly, (rom 20 percent or 1ess on loa! bread to 60 percent on fancy stuffs, Includ-
mf candiss, chocolates, ete. I‘elgl!kd aversge is used.

Under ?om titlve conditions geversl merchsndisingaonsumers can dep<nd upco getting every
advantage {n thelr prices from Jower costs in production and distribution; but In small pecksges, 3 cents,
10 cents, etc., thst sell at Oxed prices. Soft drinks, lce cream, cough drops, ete., stight changes tn cost do not
reach the consumer, though the tendency is In his favor, as whers three Scent peckages sre sold for & dime.
Also, there is 30 listle sugar In s lage part of the §3,000,000,000 of 5% eetened foodstuffs that (n some of these
the saving in the sugse content woula not resch the consumers.  Hence, theaboveestirnate that gnbhu!
of the sa would reach the consumers. The othat half would belp the very many small and

ig pro-
dacers sod distributors of these foodatuts,
Coat of sugar mdnopoly, tariff, bounties, and price-fxing, 1935
[ T — $410, 000, 000
Cost sbove a 1-cent tariff, raw basis (equal 100 percent), as undet
President Wilson. . . . iacicccacaan 2906, 000, 000
Cost of sugar taxes, 1935and 1936, .. ... .. __._...__... 800, 000, 000
Cost to farmers as consumers, 1897-1936..__ .. _____.______. 2, 000, 000, 000
Value continental crop, 1035, raw baais, world price, Atlantic and
e TIN T ) < 7 PP 31, 400, 000
Revenue to Government:
n 1926 . eeeiiiiiiieaaa- eeececacaana 145, 000, 000
B L X 1 N PPN 40, 500, 000
In 1036, Secretary Wallace's eatimate. ... ... ___ ... .___.. 38, 000, 000
Excess in consuiners’ sugar tax now above any previous adminis-
trations, 37 percent. ... oo eiieniiecicniaaenan 110, 000, 000

The poorer we are the more we favor monopolies.

The above table Hllustrates my abhorence of the universal practice of publie
men and othersinstating the amount of a tax only in the sums collected by govern-
ment. It is plain enought that these sums must be etated; but it is horrible not
to say of every tax or gro ed tax what it will cost the pubilc that pays it.

The Secretary of the Treasury says that the Federal debt will total about
37 billion dollars June 30, 1036, a perfect statement so far as it goes. But
the Federal debt is the debt in the sum that the public must pay. The
public must pay at least 55 billion dollars to liguidate this debt. That is the
rresent lien upon every bit of everyone's pmﬁcr y; upon this and later genera-

fons, upon everyone who buys anything whatsoever. This, because all but
income taxes are finally patd with middlemen’s pecessary addltlons In consumer
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rices for food, shelter, clothing, and ail else. Excepting income taxes, the sums
vied by taxing authorities arc increased in conswwer prices by an aversage of at
least 60 percent. . ; )

Add to the Federal debt 13 billion dollars of State and local taxes to he
paid by consiuners in the sum of 20 billlon dollars, and we have the total public
tax debt 75 billion dollars, a figure worth studying. S8ome 16 or 20 experts have
helped me for many weeks, and with {nfinite detail to estiinate the mark-ups in
taxes in consumer prices,

The sugar tax of today is not the 102 million dollars named in the Iaw and stated
Ly an authority. The tax ls 410 million dollars.

The following table was prepared in 1934, Conditions have not changed ma-
terially since. In some sugar areas sugar land wad slightly cheaper last Januar,
than In 1932. The tendency must be l}lgward. Sugar acreage in California

ive the same value as in Colorado. This excludes the speculative value of
E‘alilomla screage that s close to cities and villages. -

. TanLu 3.—Some facts aboul sugar (1932 bon'n}

Consumers’ sugar tax, 1897-1934, inclusive (38 years). . ._.... 87, 000, 000, 000
Of this, farmers as consumers pald ---- 81,800, 000, 000
Annual intercst 10ss on tax at reent ..o . , 000,

Consuiners present annual tax, {ncluding pyramliding tn manu-

factured foodstuffs_ . _.__.___ ecemreananan £300, 000, 000
Value.of domestlc crop, 1932, {nternational price $25, 600, 000
Current value of all acreage producing sugar.. ... 578,\28% 000

{foreclosure and distress sales are much lower)

Possible valye 3 to 8 years hence, add 25 percent. eew- $100, 000, 20Q
% value of mills processing continentat product ... $138, 060, 000

Book value of capac lt}y needed (overbuilt 50 gercenl) ea $83, 500, 000

Nurmber of farms in United States (Census 1930)......... ... 6, 288, 648

Nuniber Growing SUBAT . ..o iiiiin iecececeana 42, 000,

Propoi tionate farmers growing sugar, 1 to 143,

Average size of farms in United States........_..._.... acres. . 157

Average acrea in sugar in 42,060 farms gro'ving sugar......... .0

1 farmer in 143 uses one-eighth of an average size farm for sugar.

Value of average sugar tract (3100 per acre in Colorado, $10

in Loulslana, 875 east of the Misslssippd) ... oo ool $1,640
Consumers sugar tax per average tract. ... .. ..ooooo ... $6, 500
Consumers tax per acre, average value $82. ... __._...__.... 8325

Of each 100 acres in crops in 1929 there was in sugar one-t.ird
of 1 acre.

This table s substantially correct for today, except for the following changes
in comrliame with present statistics.

Partly upon insistance of the growers, many small renters, not formerly
count are listed as growers. They correspond to ehare¢roppers elsewhere
except that they pay rent instead of a percentage of the crop.  From the beginning
of beet euliure, the mills have dore all possible to increase acreage and the
count or number of growers, especlally since the above disclosure of the incon-
sequential number formerly hsted as growers,

TasLe 4.—Some focls about sugar (1985 basfs)

Consumets’ sugar tax, 1897-1938, inclusive (40 years)........ $7, 800, 000, 000
Of this, farmers as ¢onsumers, paid..._ ... . ........... $2, 000, 000,

Annual interest loas on taxat 8 pereent ol 0 1l 390, 000,

Average site of farms in United States......._........ acred.. 187
Size of average sugartract. ... ___. SR . | I 10
Valve of Average sugar tract. ... ... . ... ... ...l0 emand $820
Consumers sugar tax per average tract. ... oo oo il -$4, 330
Average value of BUEAT ACTEARO POr ACKe. e v uarerannacnnnaa 832
Consumers taX Per BCr®. oo oo e cmac e cariconaaann 433

The above consumer-tax Ecr acre {8 on ‘he assumption, universally held for
40 years, that the tax is for the maintenance of sugar culture in the States. The
amount of the tax Is determined by continental conditions. Otherwise it would
be less by one-half to {wo-thirds from the protectionists standpoint, and nothing
from the standpoint of great protectionlst legislators as elsewhere disclosed.
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- There is nothing big in the above figures except the enormity of the Natlon's
loss from its experiment in sugar culture begun in 1890. There s nothln? small
fn the figures except In those that disclose the unimportant of the eontinental
SUZAT CrOD.

e difference between the table snd present conditiona Is that in the last
3 ;etrs 800 million dollars has been added to the 7 billion dollar total at the end
of 1934, Including In the addition the crop of 1835 to be consumned In 1936.

In President Wilson’s time it would have taken 7.7 years for the tax to equal
1 billion dollare. Now, 2.5 years.

The book value of the sugar mills in the mountain Btates is the Great Westsrn's.
valuation, and the book value of the four other big corporations applied to all
other plants on the baasis of their ca%acity. The value of Mlchigsn plants is
estimated from the book value of the Michigan sugar company’s J’ nts. These
valuations incluce the book value of %!Ants not used for years snd now probably
too rusty to use. It includes plants built speculatively.” I$ includes two plants
built close together with need for only one, ete.

For the 1935 beet crop only 80 percent of the plants were used. Running at
capacity they would have processed the ectire crop in 61 days. 1Vhat are the

lants worth that did not run at ali? - Our beet mills are overbuilt 50 percent,
In Louisiana there are 60 mills, many of them badly located. Twenty mills
wel! lecated would suffice. Possfbclr 23 or 24 if the Government is going to con-
tinye to feed the mill owners prinelpally from tax levies on the poorest of us.

Contrast our mills operating variously from 61 to 70 days ﬁer year with Cuba’s
rung!n{ 8 to 8 months per year, aud easily 8 months if we will exchange our food-
stuffs for Cuban sugsr,

This exchange would give us (to tie exteat of the exchange) sugar absolutely
without cost, free as water in this sense that we would pay for it with acres now
&lgwed und:r and kept idle at a renta’ charge of $10 per acre paid by the Federal

yvernment.

The galn would be the rame to Cuba, except greater because sugar is her main
dependence. In both countries thousands of workers would be faken off relief
rolls with their sell-respect restored. ‘

. 'This doex not overlook our island possessions. They and other sugar arcas

would be dealt with in honor and common senze according to their situations.

Bugar is a drug in the world market. It {s a crime for white countries to grow

cufar if they can avold {t, and to shut out sugar from countries that would

de! igh} to produce to the limit of consumption at half the white-man’s eocet.

ll):xpi:rtu cstimate that world consumption would enormously {ucrease on this
asis.

It must not bo thought that western Europe produces sugar for any other
reason than the prospect of war. For some years after o German ehemist
found that augar could be produced from beets no one cared. Then came the
Napoleonic wara and England’s warships prevented continental Europe from
ggtung ita supply from the world’s sugar reservoir, the West Indies, now extended

other hot tountries where it grows almost of iflel!, with slight attention from
poodple who like to sleep on the ground, to eat foods that cost almost nothing,
and to wear breechelouts, or, if they must, a ¢cotton shirt and trousers, barefcot.
If in their climate, our habits would approximate theirs. In Los Angeles,
Mexican laborers were transferred from shacks into cottages. Some of them
tore up the floors that they might sleep on the ground “‘as God intended.” Let
us respect theso people. t us profit with them by the exchange of commeodities
in a not unnatural way.

The following table thows the efTect of the sugar taxes upon our sugaz-growing
States. How carelully sugar advocates concealed from the peoB - their
Statea what these sugar advocates are doing to them. Who will tell these
people that it fs costing them 128 million_dollars (column 8) to get a sugar crop
worth, raw value, 31.4 million dollars? Within & weck a Senator from one of
these States told me that he agrees with my position but ‘‘represents the sugar
people’’, not his State, Lut its sugar people. 5 -
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‘Tapve 4.—~The eugar monopoly—profil and loss to sugar-groving Stales, 1935 crop

f1a thousands of dcliars)
\ Cuet of mooopal
Recelved “V-h::‘o‘l'. To consumty,

by oD’ | above world | Percentage

owers, | BALON price? of tillable

8agr-producing States 5‘&“& United bending

0) | peaportat | Tostate| g T2 .

()] (2 [¢)) (O] (O]

$1.89
5607
1,577
Lnl
Lm
1,68
14,314
4,484
2107
1,200
3,83
8, 940
Total boets. . ....cuueen Ws U633
Joulsiana caza.. 18,61 4,790
TOAl.ceeeeeeeeeaaenemeearseranemmnans 70| 131,%0

1 Column 14s at the world price delivered at Atlantic and Quif ports, raw bas!s, $1 per hundrodl'dﬁht.
Iostead of this price, the monopoly control set up by the President by authority of Ccogress, ad: to
this dollar 90 oents tarifl on imports whether the sugar bsd pr)d a duty of not; slso, 59 ceats Eet hundred-
weighd processng tax; also an arditrary $1.20. Th!s §1 20 was purely arbitrary and monnpolistic. It w
in oonformity with all ly $0e3 that so restrict pmd‘:\uuen and deliveries 83 0 compel the pay-
ment of the set by the monopoiy. )

3 This is the cost Lo consumers over and above the competitive or world prioe In column 1.

Ylowa, Minnesots, Wisconsin, Kansas, South Dakots, sand Wlahlngbon. Production I3 so saall In
thess States that it {s nol shown separately in Federal statistics. Nor, by the v:rv. is Florlda mexntioned

tw production of cane for suzar t wis much bullabeloo [ 1930 and sinoe.

< This {s the total internstional value of the continental sugar crop. raw basis, st Atlantic and Gulf ports.
To get this erown in their States, the peopls In those States pald this %'éga a0d $40,800,000 besides, to &
totafof $71,20000 pee eotumn 1. ' On the principie that tarifls sad like bounties 878 t0 tecure production
in the United States, the Americaa public paid this world price, $31,400,000, plus $410,000,000.

It must be noted that the receisﬁs by the growers (table, column 1) are subject
to a contract-labor liecn that applies to no such major crops as wheat, corn, hay,
eto. The sugar grower has substantially the same wage and otber oxpenses as
for the major ercps. In addition he(rayl about 30 percent of his receipts to
contract laborera for thinning and weeding the sugar rows, for removing the leaves
at harvest time, ete. ‘Thus his income for himself and the expenses common to
the other creps is about 80 percent les~ than the reccipts per column 1.

With this deduction, and realiting that the sugar mills get one-half of the
consumers’ tax, we sce why our growers have complained for 40 yeara that the
benefits to themselves from the sugar tax have been inadequate. 'We are reminded
of the facetlous story of the man who put 10 cents in the missionary box and vhea

$1, “to get the 10 cents to the missionaries”, and, in this case, the missionsrics .

whining at his meannesa. )

Have those in Michigan who rage for maximum sugar taxes told the people of
that State that on the present crop they are gaying $16,000,000 in sugar taxes
toget a cm grovm there worth slightly more than 32,000.000f Have they noted
::owtfew chigan farmers will grow augar and how small is the average sugar

raet, .

Has any public man told the people of Ohlo that It coste them more than
$22,000,000 to get $2,000,000 grown in Ohlo. . : .

Of our 48 States only the 6 mountain States have the slightest profit, as States;
from the sugar tax. Of the latter, Nebraska's tax (column 8) is 2}f times the
international value of her crop. The loss to Idaho almost equala the real velue
of her crop (column 2j). The figures in Montans and Utah Lalance. Four the
sugar they consume they pay the international value plus the value ¢of the entire
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orop including for more than half of it that goes to other Btates. - Colorado and
Wyoming profit considerably only if we reject the statements of farmers of
acreago adjacent to the sugar a¢reage who say that other crops pay better. .
The loss from the tax is to New York State 40 million doliars per fvear. Hiinols
22 million dollars, New England 28 million dollars, others in proportion.
. Any everywhere the distress of the poor who pay {s §eat.
he consumers’ tax in each 4 months would buy the Nation’s total consumption
for a year, raw value, at Atlantic and GulM ports. Or, &8s was suggested in 1934,
with the duty eliminated, the Government could collect for its purposes whatever
gan it will of the present 410 million dollars. It fs struggling for new taxes.
his one would not cost the public a singlo dollar more than now.

‘The following table shows that if Cuba had used as much of our farm products
in 1933 as in 1928, 054,000 acres of our plowed-under land would have been used
in serving Cuba, with all that this impliea in the reduction of unemploynent, the
purchase of see«f, fertilizer, etc., for these acres.

‘The year 1928 was chosen for cornparison because at that time her purchases of
about $125,000,000 was thought to be the lowest that we could expect. She
had previousl 'bought much more, rising to a peak of 5.500,000,000 when sugar

rices went skyward after our Government had declined Cuba’s offer of about
0 cents per pound.

‘This reminds mo that in thelr eagerness for excusgea for their extortion our sugar

growers say that we should grow sugar in the States for protection in war times.

phically Cuba is a part of the United States. The peninsula of Florida
drops below sea Jevel to rise above at Key West. Then it drops to reappear in
Cuba. Car ferries carry loaded freight ¢cars from an int in either country to
any point in the other, like the ferries across Lake Michigan. There i3 the same
danger of our losing the waterway to Cuba as losing New Orleans or Charleston.
We can lose the Philippines and Hawail, never this waterway.

Military authorities are said to have advised our cvacuation of the Philippines
instantly in cese of war with Japan. We might lose Hawaii. Never the waterway
to Cuba. )

Tasrr. 5.—Summary: Fstimoled acresgs rtgqfrcd to produce Uniled Stales exporls
¢f agricultural products to Cuba, 1928, 1932, and 1983

Comricdity 1928 1932 1233
Animsl and animal peoducts: Acted Aeres Ay
. g.mo, b::l.m bukl pwlneg ..... PRP aaeamsstnaaceaeranas ‘og:gé I%% R i3]
3, (XX, products. - 3 .
3 ‘prod b 1,84 £

2,132 s
387

T O PO PG 1,138, 340 292,802 a7, 492

21,700 100,084 101, 631
2,198 [ n
32,610 [ ¥ 6, 413
13,293 10, 352 11,710
118,433 | 108,483 1132, 8
398, 247 334,987 73, 191

[e13 1.5 B 07 R RS SN 1,834, 887 7,789 530,683

1 88,700 of this total cottonseed. .
202,785 of this total cottonseed. i
- §349,122 of this tote] cottonseed, . : }

. . ) )
How worthless, on a money beals, is our trade with the {slands {s disclesed in
the following table. The sugar bued Is responsible that the trede is not thor-
oughly advantageous to ourselves and to each {sland. Domestic growers and
their mills are responsible for the robbing of our poor. And they accept as
incidental to their thievery the sending of over 218 milllon dollars of our sugar
{axes to these islands, including Cubs, when a far less sum would be just to the
{sland and to the Btates,
. Instead, as the table shows, we gave Hawall, Puerto Rjto, and the Phlllipines
149 million dollars in sugar benefits above the value of thelr sugar the other
mﬁrkeh ::g endured as a part of this their collettion of the monopoly tax else-
where noted.
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Crediting our sugar gratuities against thelr purchases. They got their pur-
¢hases for 0.25 cent on the dollar. ' . .

In addition, we admitted 128 million dollars of their merchandise duty fres,
unless the Ph!hiplneq paid some duty as I think they did not, ’

If this other merchandise (54 milllon dollars in 1935) by coming ih free saved
the average rate of dutg on dutible imports {n 1935, then this saving added to the
:ﬂ'ling on sugar gave them their $201.50 of 1935 purchases for 0.18 cent on the

ollar. :

Do not this and other tables illustrate the definition X! the word ateal in the
gnawst of English distionaries (The New E g}iab): “A corrupt or fraudulent

ransaction in politics’”’, moatl{aat the expense of the poorest 70 percent of us.

Our trade was less disadvantageous with Cuba because one-third of the advans
tages from the cugar monopoly to the other Islands was recovered by our Govern-
ment for publio use through the tariff,

TABLE 8.--Uniled States shipmenls to Hawaii and Puerto Rico, the Philippines and
Cuba in 19351

M 0
Agricultura) Other Total advas yl;
1935-Merop t

) [¢)] ® (O]
wan! wnn| e pne
TR0 s uR 8] S2815088 (  §1,9%62000
8LUMRIL | MO, 562,940 | 201,493,172 148, M1, 000
10908 [ 50,178,693 | 59, 198,802 67, 400, 000

81,044,740 | 208,74, 833 | 200,638,574 | 216,341,000

t 1933 dats sre preliminary.
Bource: For imports, wonthly fammary, Department of Cormerce.

The monopoly advantages are 0.9 cent {arlff for the first three areas and in
addition, including Cuba 0.5 cent per pound in processing tax or its later equiva-
lent, plus 1.2 cents added by them to thelr prices for thelr own use and benefit;
total 2.8 cents per pound raw value, equaling 260 percent added to their prices in
oper: markets,

TABLE 7.~ Bect-sugar mills, profit and loss, 1985 crop

lin thousands of doltars]
Valae of capital stock?
Mono,
Beok | ‘ayia | Netlosst]  Freferred Common
come ; :

Bigh | Low High | low

$2.972 134 [0 1Bt 0% - ol
1,& L % M8 lzs z
7 S w 10 (311
3118 2,852 Y H 61 .M
1, 5% 3 103 1) 0H) 9
4,74 2,50 o) 540 21 07

1 Tha miils tn the mountaln States bave always paid for beets & sum that d vides the consutner Lax udz
m-mzug\wwmmmmmmhmrmcwwgmmmummam
and balf, with the mtily’ share as noted adbgve. '
ISuwm.in{book mm:tmmmo?d!'im.mﬂnd that the mifls made nothing tronk thalr operss
tons and lost the suras Indiceted from thelr rmonapoly fnoome.
1 The prices of somne of the stocks are for 1024 Tho Ureat Western's sre of October 1933. This company
1a the one ] X It.(ﬁtomsucboussomncolm,bmamvnhmcmounmnauw.
¢ The récoed of Lhe milly hay boea de Je, 83 8 whols, kof many years, In good times and bed.
Nom%ﬂz:dmmwn‘}g;?lm%”guymn?% uml%tvuix”o%? aowewn::‘mlu
3 s0vee! peecsu Loujsiany there mils, maay of theta

B Tocated, ¥ ners 3 would wafhos, (f welllooated. ~ - yolihen
TR . - e LT .

£
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I would like to present the smazing and unfortunate historics of the great
mafority of the mills as disclosed in Moody’s and Poor’s records. The{uhow why
the mills have financed the sugar propaganda using a few farmers as thelr out-in-
front, officlal weepers, pleaders, aud huli-dozere, s

In al] this I deeply sym; athlze with many noble men in Coniresa who belleve
that it {s uscless to resist; that it is better to do good In other fields than to reaist
the organized “‘sugarbund’’ without good effect.

Except for the au%ar mills, nothing would be casier than to ease the Nation
and the growers out of the present situation by a sugar bonus pald directly
to the growers in the States, with such other and different consideration as may
be proper to the fslands that grow sugar substantially as cheaply as anﬁwhero,
excep n%uch sugar flelds as are without ecopoinle justification as on the high
lands in Puerto Rlco, some of them 80 steep that it [s said that “they have to
eseeded with a shotgun.”

8ome 22 Senators pro; d this plan for the tariff of 1930. They were mostly
from suin States and the growers' best friends.

May I noto in conclusion that the mill men are not all bad. Tho President of
the Great Western earnestly tried to limit thé duty to 1.35 cents per pound in
the tariff that made it 1.7 cent as I remember. He said that 1.35 cents was all
that the public would endure or should endure; “but”, said his assistant, “when
we got 1.7 cents he was eatisfied.”

The representative of a great farm organization tclls me that he told one of the
%reawst of our Govérnment officials that American farmers. would shout for joy

f sugar were on the freo list. Reprcsentatives of more than a million farmers
d:chlal;% to the same effoct. You know why they let some others publicly say
otherwise.

A committee of Nebraska farmers, all protectionists, denounced the sugar
tariff as I do. One of them said, ‘“‘Better keep the sugar growers in the poorhouse
than endure this tariff.”

I believo that I am the only representative before you of the consumers interest
and the real sentiments of disintereated and informed Americans. That I do
not speak better is thelr misfortune and mine. I represent them the best I can,
and with the help of many of the hest-informed experts. .

Always remember that sugar s a poor man’s neccssity, Federal studies show
that the manual laborer needs 50 pounds more sugar per year than the average
consumer. Nothing so quickly and helpfully egives energy and removes fstigue.
Therefore sugar or aweetened chocolate is carriod in the knapsacks of many armies.,
‘The sugar tax is a poor man’s tax. Increases in prices will not limit consumption
much. I recall hearing a member in the British House of Commons declare that
a tax on breed makes poor people cat more bread, not less. It simply deprivea
him of dimes and dollars that he would otherwise have for more costly foods,
meats, and fruits; and for doctor’s and like services. His convineing staternent
was cheered by the House. It ls so with sugar. Its cost should be as nearly as
possible like the cost of drinking water, nothing.

Respectfully submitted.

H. E. MiLgs,
Chairman, Fair Tariff League.

Senator King. Mr, Quintin Paredes, the Commissioner of the
Philipping Islands.

STATEMENT OF HON. QUINTIN PAREDES, RESIDENT COMMIS.
SIONER OF THE PHILIPPINE ISLANDS

Mr. Parenes. May it please the committee, I wish to record a
request from the Philippine people and the Philippine government
in this matter. I understand that you gentlenen are now considerin,
the proposition of imposing one-half cent, or some such amount, o
u;.x on the first processing of sugar, which includes sugar from every
place. e

Naturally, wo are not .Bretending to ask for more privileges than
any other district in the United Ststes; but we would like to submit
for your consideration, gentlemen, the fact that there is somsg differ-
ence botween the position of tho Philippines I mean the Philippine
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ge'ople, and - that of other districts within the continental United
tates, for this reason: That, as you know, we were given the inde-
pendenco law by which we were granted a certain amount of sugar
.that we could ex¥ort into the United States freo of duty. I refer to
.the limitation of 850,000 long tons in the independence law, the
injustice of which has already been recognized first by the President
of the United States when he intimated that inequalities in the inde-
pendence law may be corrected for the benefit of both peoples, and
when under a subseuguent law, the Jones-Costigan Act, the Philippines
was granted a basic quota of 1,049,000 short tons.. The imposition
of the proposed tex now would violate the spirit of the duty-free
provision of the independence law. .The Philipﬁ'llge people accepted
the independence law, belisving, naturally, that this would be changed
by removal of its inequalities, and only bﬂ common’ agreement or
understanding botween the two countires. But, before this law came
into effect, a subsequent law was enacted by Congress, the Jones-
Costigan law, which imposed limitations upon production of sugar,

The Philippine government, in an effort to cooperate with the
policies of the United States, instead of insisting on its right to proeduce
so0 much sugar as it would or as it was granted under the then-existing
law, enacted & law limiting its own production of sugar, so as to fit
the policy of the United States Government. -Now under the Jones-
Costigan law we were granted a quota which we cannot fully take
advantage of becauss of the operation of the limitation of the Inde-
pendenca Act, unless our quota in the Jones-Costigan law be permitted
to enter here duty free. ‘

The Congress was generous enough to extend to us the same benefits
that were extended to all ‘other regions or districts where sugar pro-
i{ucilox fvas limited, the benefit payments, so-called, under the

. A. Al law., C ‘

Unfortunately, however, this law has been declared, or part of it,
unconstitutional, the result being that the benefit payments to our
planters, who have been forced to limit their production, have ceased.

That was also the case with the producers in the United States,
but Congress immediately passed another law under which practically
the same benefits were paid, or will be paid to growers and the Philip-
pine Islands was not mentioned or was omitted in that law. ‘

Senator King. That is the soil-conservation law? . o

Mr. Parepes. The soil-conservation law. So, while we volun-
tarily limited our production, while we took the limitation of 850,000
tons, perhaps more or less, according to the quota that may be lﬁ"m
later, we wall find that if we were now to pay the taxes we will not
derive any benefit from the payments.

"The United States farmer, even if he did not receive a direct benefit
payment, will, in the long run, have the same advantages from the
5ayment of this tax, or any other tax, as any taxpayer does from the
Government, such.as E)ur Public Worke program and other public
improvements from which benefits are derived by the general tax-
%azer, while the Philippine farmer will be paying his taxes to the

nited States Government without receiving any return for it. '

This, gentlemen, in a few words, ia what I would like to emphasize to
you: We would like to request, first, that if you could save us from thea‘l.
one-half cent tax, or whatever 1t is, on our suger, because m:x implié
contract in the independence law, we would welcomo that this be cﬁme‘;
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.but if you gentlemen should believe that it is unfair to give us that
-advantage, may wo at least hope that Iwiou will see the justice of our
‘contention; that whatever taxes are collected from this or any other
exciso tax that is imposed upon Philippine Broducta in the United
States, that such taxes be turned over to the Philippine Government,
the ssme es has_been done heretofore in internal-revenue taxes or
-customs taxes, It has been the consistent and steady policy of the
United States Congress to turn over to the Philigpino Islands what-
ever taxes, direot or indirect, are collected from Philippins goods, the
latest example of this generosity of Congress being in the provisions
of the Agricultural Adjustment Act, where, as I understand it, in the
conference committees, it was agreed that whatever is collected on
‘excise taxes be turned over to the Philippine Government.

May I insert at this point a letter (marked “Exhibit A”) addressed
b}ﬁ ex-S¢nator Hawes to the chairman of this Senate committee on
this subject. Every statement made by him in this letter I endorse
for your kind consideration. . ) .
- " I do not know, gentlemen, whether it is within the province of this
committee to hear somethingbabout the oil excise taxes; but inasmuch
‘a8 you gentlemen are members of the Finance Committee having
this question under its consideration, may I also rocord the request
-that whatever you do in this tax or-the oil taxes, or whatever other
taxes are imposed on Philippine goods, directly or indirectly, that
you please consider the interests of the govemment that you have
established in the Philippine Islands. . We are starting a new gov-
ernment, gentlemen. YYe need all this money, and more, while the
United States does not need that paltry sum of twenty-three, twenty-
four, or twenty-five million dolars that will be collected in taxes from
-Philippine goods. Qur success in the Philippine Islands in the next
10 years depend mainly upon the treatment that Congress will
afford to us. . If all taxes are taken away.from us, our opportunities
for economic development will be curtailed. Taxing legislation may
not be meant to do 1t, but will indirectly produce such results.

Gentlemnen, we will be very hard p in the 10-year period that
we are given for preparation to complete independence, unless you
continue helpingus.. . ... - o o :

This concludes what I wish to say. If you gentlemen would like
to have some data, I wiil be glad to give you the information. Permit
me, howevar, to insert herein to complete this hurried presentation of
our case unother letter (marked “Exhibit B'’) which I have sent t»
your chainnan and every member of this committes,: . o
Exmmpir A ; " 5
3. - n ',, a ) . Mav' 19, 1036,
Hon. Par Haknmson, ' S e G T
© ' Chafrman, Commiiles on Pinance, Uniled Slales Serale, -

. U ‘ . - Washingion, D. C. :
. iMy Drar 8gNaTon: On behalf of the Philippine Sugar Assoclation, as -its
Unifed 8tales counsel, 1 respect{ully aubmit to, your committee the fonqwiﬁ: B
4 if s result of the deliberations of your commiitee on the provisions
of H.R. 12305 (1he revenue bill of 1036) now befors you, you determaing to Insert
{hereln &n excige tax on tho ;*wessing of sugarcane and sugar beets, you include
{n ‘an' stish provisions, for readons lugamz:ntly given, the followlng: . :
i e 5 i b i e ronn
all O X om
N o St ek L kA ‘ﬁr;f}o& s1ands shall ot b corerdd Into th
general fund ‘'of the ‘Iyeasury of the United States, but shall bo held a3 & soparate
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Jfund, in the name of the Commonwealth of the Philippines to be pald to the
Treasury of tho Commonwealth of the Philippines: And, provided further Ths‘:
any sugar quota fixad by the Secreta;?' of Agriculture for the Philippine Talan
.}n pursuance to the laws of the United States ahall enter the United States duty
ree. .
We understand that the recommendation for a tax on the processing of sugar
has been made by the Becretary of Agriculture and take the liberty of ng
your attention to the above equitable provision in connection with any such tax,

The proposal is {n substance Identical with the present gmvisfona of the act
of May 9, 1034 (Puble No. 213, 73d Cong., known as the Jones-Costigan Act),
creating the quots system on sugar, Seclion 8 of sald act amending the Afﬂ-
cultural Adjustinent Act, was {nserted for the purpoee of permitting the Piilip-
pines and other areas under the American flag to obtain funds either for cental
or benefit payments, to promote the interest of agriculture, or the expsnsion of
markets ju the respective aress. ,

Following the decislon of the Supreme Court, invalidating the control phase of
the Agricultural Adjustment Act, it was determined that the opinfon of the
Court did not affect the quota provision of the Jones-Costigan Act with respect
to sugar, aud while the benefit pafrments in respect thereto have been discon-
tinued, the quota provisions are still in full force and effect.

. Subsequently, Congress enacted the Soil Conservation Act amendments,
Public Law No, 461, apg)mved on February 29, 1936, but did not apply the pro-
visiona thereof to the Philippine Islands. lfowever, in vonformity with the
principle enunciated in the Agriculiural Adjustment Act in response to tha sug-

estions and recomimnendations of the administration, as expresscd through the

overnor General of the Philippine Islands, the Ph‘h‘p%lne Legislature did on
Deceraber 4, 1934, or shortly after the enactment of the Jones-Costigan Act,
enact what is known a&° the hilippine Sugar Control Act, which act is still in
full force and effect in tne Phillirpines, and which will continue in foroe and effect
in the Philippines during the life of the Jones-Costigan Act.

It is to be noted in section 3 of the Philippine Sugar Control Act it is declared
to be the policy of the Philipplne islature:

Fiest.—To limit the production of sugarcane and sugar in the Philippine Islands
to such an amount as would be sufficient to cover the quota allotted to the Philip-
pine Islands under the United States laws and requirements for local consumption,
plus such reserves as may be determined from time to time in accordance with the
provisions of this act, : :

Second.—To recognize the United States sugar authority in the Philippine
Islands for the control and sllotment of sugar to be transported to, procecesed in
and marketed in eontirental Unjted States under the laws of the United Statés
sceking to eflectuate the same, and to harmonire the laws of the Philipplne Islands
with those of the United States insofar as they affect groduction manufacture,
and marketing of sugarcane and sufar procduced in the Philippine fslands.

The Philippine Sugar Control Ae theluesroviden for the specific limitation of the
production of sugar in the matter indicated in the declaration of poliey. . .

While the Jones-Costigan benefit pa_lgment provisions were in effect, the Philip-
fiues roceived from the United States Treasury the funds collected on the process-
ng of Philippine sugar in the United States. . ' .

nder the Boil Conservation Act the receipt by the Philippines of such funds is
not provided for or contemplated, whereas, should any such funds be made avail-
able to any sress with respeot to sugar, the said arcas included in the-Soil Conser-
vation Act would share equlublﬂgn such funds. . .

Therefore, the Pth&)ino Islands, at this time, find themaelves in & unique
position wit'b mfect sugar among all the producing areas ia that, having
cooperated in conforming thelr laws to the atatutes of the United States dongmn,
they have adogeted 8 sell-imeed 1lmitation upon their produstion of cugar whish
inures to the benefit of the whole sugsr industry, without, at the present time,
receiving any compensation of eny kind for such limitation. .

It is to be noted in this connection that the only large sugar-produeing area
not under the Ameriean flag, Cuba, ieceived its cormpensation as s result of the
quota system tbrough the reduction of the tariff on the sugsr from $).30 to 90
cents per hundred pounds, whish reduction remaiss to tha benefit of Cubs so
lonfu the quota system {in force. L P

If & tax were to be levied on the processing of sugar in tho United States
without the provision hereinabove augfeated, ali augar-g;odueln sreas under
the American flag, would be In & position to share in whatcver benefits might



42 "BEVENUE ACT, 1036

accrue through the operation of the 8oll Eroston Act, and Cuta will continue to
receive the benefits accruing from the quota system through the lower tariff,

Buf, without such a provision as hereinabove suggested, the Philippines,
although under the American flag and subject to American soverelgnty, will,
under the self-iinposed limitation of production growing out of a spirit of harmony
and cooperation with the United States, find itself with a limited quota, enteriog
the United States under the Jones-Costigan provisions without sharing ia any
-manner in the benefits which all other areas enjoy.

In addition to correcting what would otherwise be s manifest injustice to the
Philippines, if such a provision were not included, the princis)le underlying the
suggestion inade herein is in strict conformity with the traditlonal policy of the
United States Government toward the Phil gpines a3 found in the reciprocal
free trade provisions of the United States tarill acts, including the present tariff
actof 1 (ze¢. 301).

After providing for the levz and collection of certain internal-revenue taxes and
cuatoms taxes in both the Philippines and the Urited States with respect to im-
ports respectively, section 301 of the title I1I of the Tariff Act of 1930 zays:

*That from and after tie passago of this act all internal revenues collected in or
for account of the Philippine Islands shall accrue intact to the general Govern-
ment thercof and be pald into the Insular Treasury.”

Your attention is respectfully called to the provisions of sectlor 301, referred to,
by which all Froducts entering the Phﬂ:};pinu from the United States are free
from tariff duties in the Philippine Is)ands. .

- 'This provision has actually resulted in a tariff protection in the Philippines for
07 percent of United Btates products entering the islands, according to the report
of the United States Tariff Commission. )
. Werespectfully submit, therefore, that for two basie reasons the inclusion of our
15\1 & est(i}onl is just sg;i equitable should a processing or excise tax on sugar be levied
n the Un : o
_ First, because of the traditional policy of the United States Government with
‘Tes to internal levies on products of the Philippines; and,

nd, to permit the Philippines, still under the American flag and under
-American sover¢ignty, to share équally and equitably with other sugar-producing
areas in whatever benefits accrue through the quota system.

As to the latter portion of our luﬁemon that ‘‘any sugar quota fixed by the
‘Becretary - of Agriculture for the Philippine Islands in pursuance to the laws
of the United States shall enter the United States duty-fres'” your attention is
invited to the fact that, under the Indepes-lence Act, the duty-free sugar from the
Philippine Islands allowed to come into che United States, during the 10-year
trausition period, was limited to 850,000 long tons, equivalent to approximately
973,000 short tons, raw value.

The fnjustice of this provision of the Independence Act has already been
recognized. The President, In his messago to Congress recommending the enact-
‘ment of the independence bih, intimated changes in thislegislation and stated that
“where imperfections or inequalitica exist, I am confident that they can be cor-
rocted after proper hearing and in fairness to both es.'’! .

The sugar producers of continental United States, Hawali, and Puerto Rlico,
after 3 months of conferences and hearings, signed a voluntary marketing agree-
ment In Beptember 1933, under which they conceded to the Philippines an
dnnual quota of export to the United States of 1,100,000 short tons and a reserve
t()f liotgé St;tg:n tons, or a total of 1,200,000 short tons available for 2xport to the

n . .

I'm his message to Congross on February 8,1934, recommending the enactment
‘of legislation stabillzing the sugar industry, the President proposed the Philip-
plnes be given a quota of 1,037,000 short tons. In pursuance to the provisions

f the Jones-Custigan Act, the éecreury of Agriculture fixed the basic quota for
the PhUinine Islands at i.049,000 short tons. '

Recently, the Sccrem? of Agriculture, in reviasing the quotas for 1038, allotted
the Philip {nes a quota this year of 1,088,057 short tons, -

- It will thus be scen that in evtey propoeal for a sugar stabmzaﬂouro am,
the Philippine Islands has been eonceded a basic quota of from 1 s to
1,200,000 ehort tons, and it Is uadoubtediy the Intentlon in granting {
sfon give the Philippinea falr and equitable treatment.

his conoes-

‘
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But this Litention will be defeated, unless the Philippines will be permitted
to bring duty-free into the United States its quota under the Jones-Costigan
Act for, while the Philippines received ¢his year an increase in its quota by 69,947
tons, it will have to pay the full duty of 1.875 centa per pound on 63, tons of
this Increase, by reason of the operation of the duty-free limitation in the Inde-

ndence Act, effective upon the establishment of the Philippine Commonwealth,

ovember 13, 1035, .

Prior to the coming into effect of the duty-free limitation of the Independenco
Act, on November 185, 1935, the Phl!irpirea was entitled, under the reciprocal freo
trade relationship, to send to th-y United wiatea all the sugar it rould have avail-
able for export during the years 1034 and 1935, but because of the enactment of
the Jones-Costigan Act, after the Philippines had accepted the Independence
Act, the Phillppincs was compelled to reduce its annual exports to the United
States for 1034 and 1935 by ,000 tone, or a total reduction of 1,000,000 tons
for'the 2 yea‘ashginee its normal exports for these years, had thero been no quota
aystemn, wou!

$70,000,000, which loz- waas reflected In the revenues of the Philippine Govern-
raent, and the curtsiincent of the purchases of the Philippines for Apierican

products.

This loss, however, was partly compensated by the pagment of beneSts,
already above refe to, to thousands of small growers in the islands from the
processing tax, which benefits amounted to approximately $15,000,000, but
these benefits did not a ply to the Philippive :ugu factories, as in other Terri-
tories and posseasions of the United States, and did not compensate the Filipino
laborers for the loas they incurred in the reduced sugar production.

Despite the fact that the Philippine sugar producers have shouldered tha
main burden of the sugar stabilization program of the Administration, under the
Jones-Costigan Act, they have (ull{ cooperated and assisted in accomplishing
its objeotives. No serlous difficulties were encountered, cogsidering the com-
plicated cooperative system of sugar production, lnvolving‘many thousands of
small growers, and no disorders of any kind oocurred. oreover, a3 already
stated, the Plxllirsplne ture, In response to the recommendation of the
Governor General, ense s limitation law restricting the uction of sugar
in conformity with the quotas establishad by the Jones-Costigan Act.

The American people consume aYpmximttely 6,600,000 short tons of sugar
annuslly. After allowing for the full production of beets and cane in continental
United Btates, there atill remaln approximately 4,600,000 tons which must come
from offshore areas end, which under the quota system, will be allotted pro rata
to offshore areas. Therefore, the Philippine sllolment does not saffect the
interests of continenta) cane and beet producers.

In view of the foregoing ccnaiderations, it seema, therefore, only falr that the
Philippines should be permitted to benefit in the same proportionate degree as
the other quota areas from any increass in ?nuom consenuent to &nﬂ improve-
ment {n comumgtlou by allowing it to bring into the United Btates all duty free
whatever quota it is allotted under the Jonese-Costigan Act or substitute bill, as
long as th!;eauota system s in effect. Otherwise, the Philiprines cannot derive
the full benefits of inereased quotas becauss of the operation of the Independents
Act az already indicated.

This suggestion, if approved, will not prejudioe any other area; it will be an act
of {airness and justice to the i-‘il!plno ple and will be of material assistance,
particularly at this time when they are In great need of every available revenue to
meet their added responsibilities consequent to their new commonwealth status,

It will lixtx:&lily and facilitste the acministration of the {mportation of s
from the Philippines {uto the United States which otherwise would present a
difficult and complicated problem to customs here and to the Commonwealva of
the Philippines, involving, as it does, two iaws to administer, the Jones-Costigan

Aet and Independence Act, each of which has different provisions as to the

control of sugar imports from the Philippines.
We invite your o%gd:lention of these mattlers.

Very sincerely yours,
B Hanrzr B, Hawes,
Unitod Statea Represeniative, Philippine Sugar Astoctaiion.

ve averaged 1,600,000 tons annually. Thus the Jones-Costigan -
ct, in effect, caused the Philippine sugar producers a ixs to the extent of -
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[ . Exmsir B "

Hon, Par. Harrigon, - N
* Chairman, Commillee on Pinance : )
. © United Stotes Senate, . . . R
. . . Washixgion, D. C. . . .

My DeaRr SgNatom: I am informed that a proposal has béen made t~ the
Benate Commitfee dn Finanoce fo arnerid the existing statute with respect to the
coconut-oll tax to provide that the revenue from such tax be pald over {nto the
United Btates Treasury rather than to the Phiifppine Commonwealth, as at
present provided for. ' :

On behalf of my government and the 14 million people who for 30 years have
lived in faith and confidence and cooperation in and with Amerjcan policies, I
hore you will oppose any such unjust rro*)osal. ; B '

t would destroy the basio reciprocal relationship between the Philippines and
the United States which has for years been g{gduc‘tive of progress, growth, and
prosperity in both the Islands an* the United Sfates. It isin direct contravention
of every statute passed since the establishment of our reciprocal relationship,-
including the provisfons of the preser.i Tariff A¢t and previous measure having-
to do with t.is subject. "

You will recall that when the Philippine Independence Aet was , we
assiimed thAt during the 10-year pendency of that aet the relationships estab-
lished would, with certaln fnequalities removed, remain in force and effect. .

We were confident of this mutuality of understanding, not only because of the-
friendly "attitude of Congress during the consideration of the independence’
measure but, again, bécause of the statement of President Roosevelt with respect’
to the inequalities which might be found in the Independence Act.: In'approviag
that act, you will 11, he pointed out the hope of removing these inequAlities.

It will be noted that the ocosonut-oil tax was contained in an act passed subse.".

uent to thd Indep@ndence Act. And the act was passed over the objection of:
the Philippine people and {ts reprecentafives, - - s

“The hurden of this tax'flls heatvily upon the vast number of poople in‘the
islanda engaged in' the grorsth’and production of coconuts. The absorption of
this tax, or 4 substantial pertion of it, by them was Inevitable, and this came at a»
time when weé were enterirg upon the very heavy and serious responsibility of an”
eftended autohomy pri YA

 May 23, 1956,

preperatory to ultimate Independence. - ‘ ti
The Prealdent of the United States at the time agalit called the sttentlon of -
Congress to the inéquity of tHe cotoniut-ofl tax. ' ... B A
"The only ¢ompensatory feature of this tax is the provision that the revenuei
deriVed from’the proccising of  Phillppine ‘coconut. ol is to be pald over to the -
Phnipgine government. ] RS A ol s
If that compensation is removed, then thi iax becomes not only an ipequity
but an abgohite unjust burden upon thée second largest.industry of our islands—t
an industry built up largely through the theory of reciprocal relativnship with the’s
United Biates over tha past 30 Yeats. * 1t was in the spirit of cooperation that ourt
Philippine péopls, upon the suggestlon of the Américan Congress, agreed that ouf.:
markels be thrown open {6 the ree access of .the respective countties. : ¢ - - .d
It i4 inconeeivabls that the American Congress would at this time reméve thet
only semblance of justice in the entire coconut-ofl provision, <« «:i &1 [ oty 102
‘I cannot ‘undetutand how;, in the {ace 'of & Présidential oppdsition:to .the
codonut-ofl tax it4a}f, there éould now be lavied updn our people the unthinkableé
})to’vla&on"o( ‘removing the revenue from {his -tax from our government. !Aside:
rom it4 ‘violatlon ‘of the long-established principle s&t forth in’thé tariffrand
other acts over rasny* years, it would establish definitely an’attempt on the patt
of thg United States to gnﬂﬁt finaneially out‘of whht Hids been a misfortuns to thet
{alands as found In the todchut-ofl tax ftedlf.. . -1 o A e D
' We were hopd{ul that your Commitiée on Finanee would, as a mattey of fact,';
reniédy the infustice” atready: doné dnd apprdove tne/compromise piopoeal eon-’
tained in what is known as the Guffey-Dockweiler bill, under which the.docbnat.,
oil tax would be limited to of! processext for edible putposes. “This would proteét
the dui?' products as well as the cottonseed ofl interests and’ the various other
vegetatie-oil Inferdsts of the Urited States 100 percent ana leave to the Philippine
coconiut-oll industry the fodustrial field, wherdir tha domnestic products of the
United States are but negligibly consumed.
To find now that a proposal which not only does not contemplato that modicum
of reilef bat s, on the other hand, an aggravation of our troubles, is something
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whéch t:;d are unable, after. cur long period of mutuality and cooperatioh, to:
unders . " . e o T .t .
Y(;‘lll sttention is invited to the reciprogal provision of the Tariff Act of 1930,
wnich is eimilar, or identleal, to the provislons of previous tariff acts from the
date of our establishment of our free-trade relationships, to which policy Congress
and administrative officlals of the United States have always adhered, and to
which we respectfully ¢all your attention and consideration.” . - . = =
We iovits also your attention to the messages of Presldeaat Roosgevelt (1)
approving the Independence Act, House Document Np. 272, Beventy-third
ongress, second on, and (2) urging the defeat of the coconut-oil tax, House
Document No. 388, Seventy-third nfresa, second session. .

.~ We hope that you and your committes will do what you can to defeat this
unprecedented frogogal; and, in fact, we confidently. hope for your favorable
consideration of thé re.éf which we geek throtgh the amendiment of the present
{mamll:{oﬂ tax, confining it to those products consumed in the industrial proceas-

eld, - I S T : . ! . I
" Very respectfully yours,

I ., : . .. QuinTIN ParEpEs, -

© 1" Resident Commiisioner of the PAillipines lo the United Stales.
Senator Kina. It is not the duty of this subcommittee to hear sny,

testimony concerninﬁ the excise taxes on oils,, That matter will be

taken up probably by the full commiftee this morning. . I do not

know whether it will be an dpen hearing or whether it will be an

executive hearing, but you might keep in touch with the clerk.

STATEMENT OF ARTHUR L. QUINN, REPRESENTING THE FAJARDO
SUGAR CO., FAJARDO, PUERTO RICO

Mr. QuinN. We are appearing on behalf of the Fajardo Sugar Co.,
of Puerto Rico, and the Porto Rican American Sugar Refinery, Inc.,
the first being located at Fajardo, Puerto Rico, and the second at
Ponce, Puerto Rico.

We call the attention of the committee to the fact of the proposed
excise tax on sugar, which, in accordance with section 712, applies to
Puerto Rico and is contrary to the method of taxation heretofore,
and contrary to the provisions of the Jones Act, known as the Organic
Act of 1917, pursuant to which Congress granted such taxing powers
to the legislature of Puerto Rico.

Therefore it is submitted that application of this tax should be
%mitd to sugars which enter continental United States from Puerto

ico.

In any event, if the tax is left as it now stands, the income will go
to the treasury of Puerto Rico, and it is submitted that such additions
to the funds of Puerto Rico are necessarily within the scope of the
Iézgislature of Puerto Rico, which in this respect is an agency of

ngress.

e are fundamentally opposed to such an excise tax. As an excise
tax it is a sales tax upon staple food products. Sugar is one of the
chief food products; it is even moxe fundamental in American life than
bread; scientifically and historically, that is a fact.

All the sales-tax proposals kave uniformly excluded staple food
. prodtiic& A tax upon bread or a tax upon sugar will not be lightly
regarded. . :

f tho tax is a processing tax, we are l?‘fposed on numerous grounds,

In the first place, it is likely to be regarded as oppressive or illegal, or

to be characterized in the trade as the same oF processing tax in a
.
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new form.. Futthermore, it will have a material effect upon consump-
tion, gnd gs. 8 {mrt,of tho soil-conservation plan, or other structural’
arrangements, it is niot likely td benefit all of the producérs, nor to be.
uniformly éffective. . ~ ..~ ° . A ’

«i\s present we are struggling along under.the remnanta of the Jones-
Cﬁtjgan law. Probably the only reason-there is anything left of the
14w i8 that rio-one has disputed it. L o T

. 'The sugar industry, in view of its wholehéarted and uniform,
acceptance of the regufations of Congress; {s certainly entitled to the.
cooperation of Congress and not to'any sales tax or exclse tax which

scriminates againat it as compared to other staple products or any

t which createa the use of substitutz or otherwise handicaps the
industry, which now accepts the burden of the law in a thoroughly :
patriotic manper. T .

1f the odmnxit(?e must app? a salea tax, let it be one fair to the great
@:ﬁ% o:d%ur aéop e; let it be & general salés tax, with the exception of
d' products, - : k : ) C

“Senator King. The hearing will be adjourned.
(Wheréupon; at 11 a. m,, the hearing was ddjourned.)



