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TO MODIFY AND EXTEND THE ACT ENTITLED “AN ACT
To INCLUDE SUGAR BEETS AND SUGARCANE AS
BASIC AGRICULTURAL COMMODITIES UNDER THE
AGRICULTURAL ADJUSTMENT ACT”

TUESDAY, JUNE 2, 1036

UNITED STATER SENATE,
SvupcoMMIrTieE or TuE CoMMmrrrer oN Financrk,
Washington, D, C.

The subcommittee met, pursuant to eall, at 11:15 a. m,, in the
committee room, Senate Office Building, Senator Walter F. Georgo
presiding.

Present: Senators George (chairman), aml Clark,

Also present: Senators (O’ Mahoney, Overton, and Loftin,

Senantor Grorar., The committee will come to order. This is a
subcommittee consisting of Senators Clark, Couzens, and George,
appointed to consider Senate Joint Resolution 278, Senator C'ouzens
is necessarily absent this morning because of another meeting, and 1
will therefore ask the subcommittee to proceed without him, e said
that he would not be able to be here at all this morning,

Senator O’Mahoney, do you wish to make a statement about
Senate Resolution 2787

(S. J. Res, 278 follows:)

(2.0, Reg, 208, Tith Cong,, 2d sess )

JOINT RESOLUTION To modify and extend the Act entitled *“An Act to inelude supnr beets and
sugareane us basie ageicultmal commaodities under the Agricultural Adjustment Act, nnd for othet
purposes”, approved May 9, 1034, s amoended, and for other pierposes,

Resolved by the Senale and House of Representatives of the United Stales of America
n Congress assembled, That under the Act entitled “An Aet to inelude sugar
beets and sugareane ns bhasic agricnltural commoditios under the Agrieultural
Adjustmient Act and for other purposes”, approved May 0, 1034, a8 anmended,
no further processing, compensating, or floor-stoeks tux shall be levied or colleeted
respeeting sugar beets or sugareane or the produets thereof as defined by such
Act ax amended nor shall any contract be entered into under the provisions of
stich Act, a8 amended, with the producers of sugar beets or sugarcane, but in
all other respeets such nmendatory Aet shall be and remadn in foree and effeet
until December 31, 1937, and the quotas established and allotments heretofore
made by the Seeretary of Agriculture are hereby ratified,

Ske, 2. Tn order to regulnte commeree with Cuba and other foreign countrios,
among the several States, with the Territories and possessions of the United
Btates, and the Commonwealth of the Philippine Tslands, with respeet to sugar,
the quotas for the respective sugar-producing areas shall be the same (subject
to modifiention or adjustment by the Secretary of Agriculture under conditions
set out in such Aet) for the calendar years 1936 and 1937 ax those initinlly cstab-
lished by the Seeretary of Agriculture for the calendar year 1936: Provided, That
for the calendar year 1937 there shall be allotted to continental United States
not less than 40 per centum of any amount of consumption requirements therefor
above six million four hundred and fifty-two thousand short tons, raw value:
Provided further, That any quota may be allotted by the Sceretary of Agriculture,

1



2 SUGAR BEETS AND SUGARCANE AS DBASIC COMMODITIES

in order to prevent disorderly markedng or Importation of sugar, on the basis
of prior allotments under such Aet, changes in marketing sinee the first such
marketings during the enlendar year 1935, and ability to perform,

Seec 30 For the purnose of restoring the avernge purchasiug power of the
producers of suwar beets and sigarenne in continental United States, Hawaii,
and Puerto Rico, the Seerctary of Agriculture is anthorized to make payvments
to sueh producers subject to any of the conditions heretofore mnde effeetive by
the Seerctary under the authority of said smendatory Act at a rate not to exeeed
80 cents per hnndreed pounds of sugar, raw value, commereinlly recovernble
from stpar beets or sugarenne produeed during each of the ealendar yonrs 1936
and 1937 not in exeess of the proportionate share of the producer in the initinl
marketimg guota for his arew for caeh of said years,  Such basie rete shall be
that which is determined by the Seeretary to be necessary to give producers of
spgarenne and siugar beets in continental United States o purchasing power per
wich unit of one hundred ponnds raw value equal to the average purchasing
power obtained therefrom for the 1935 crops, snid rate to be adjusted to allow
for any sunecobtainable with respeet to sugar beets or siggeeenne prodaction or
tund nsed for such production under the Soil Conservation and _Dowmestic Allot-
ment Act, we

Sien 4 There is hereby anthorized to bo approprinted, out of any money in
the ‘P'reasury not otherwise approprinted, o sum not to exeeed $30,000,000
anntndly to enrry out the purpuses of this resolution, ineluding all necossary
expenses of administration,

STATEMENT OF HON. JOSEPH C. O'MAHONEY, UNITED STATES
SENATOR FROM THE STATE OF WYOMING

Senator O'Manoxey. T shall be glad to do that, Mr. Chairman,

"This resolution, ns I think I explained to the commitiee yestorday,
is identiceal with one introduced in the House by Chairman Jones of
the Committee on Agriculture, 1t undertakes to extend until Decem-
ber 31, 1937, the effective provisions of the Jones-Costigan Act,

It will be recalled that Lv reason of the decision of the Supreme

fourt in the /foosac Mills case, the Department of Agriculture
abandoned benefit pnyments under the Agricultural Adjustment
Act, The Jones-Costigan Act provides a quota system., Now,
manv of us have felt that the Jones-Costigan Act was the most success-
ful of all of the agricultural acts passed during this administention, and
that it produced tremondously beneficial effects to the entire sugar
industry. Yor several years before the passage of this act, the sugar
industry in the United States was in a chaotic condition and getting
progressively worse. This wag by reason of the large overproduction
of sugar throughout the world. American refiners wero losing money
and American producers were unable to receive a living return for
their crops.

Now, this whole system was inextrieably tied to the reciprocal
trade agreement with Cuba whereby a certain quota for the impor-
tation of Cuban sugar was provided, with the understanding that it
would he maintained ns long as there wag o domestic quota systemn
in the United States,

When the United Stateg Supreme Court invalidated tho control
provisions and the processing tax provisions of the Jones-Costigan
Act, it laid the basis, as many fear, for an attack upon the quota
system,  In the Guifey decision, the Supreme Court held that those
provisions of the Gufloy law which undertook to regulate commerce
among the States were invalid bocause they wero so tied to the so-
called labor provisions that they could not be separated. Three
members of the Court in their minority opinion held t‘mt those phases



SUGAR BLETS AND SUGARCANE A8 BASIC COMMODITIES 3

of that lnw were absolutely sound and constitutional,  Chief Justice
ITughes in his dissenting opinion also held that those phases of the
law were sound and constitutional, and the majority of tLu Court, the
five members of the Court, invalidated them only beeause they were
so tied to the other provisions that, ns the majority felt, they could
not stand,

Now, my fear is that the sume arguments and the same reasoning
by which the Supreme Court knocked out that phuse of the Guffey
Act could be used to invalidate the quota system, and 1 feel the quota
svstem is ubsolutely essential to the maintennnce of the sugnr industry
upon a prosperous busis in this country, So, this resolution is pre-
sented in tho natare of a stop-gap measure, to earry over during the
recess of Congress the present condition, bearing in mind that Con-
gl'(hHH - v

Senntor Crank (interposing). You change the gquotas, do you not?

Senutor O’Manoney, No; they are not (vhnngm\,

sSenator Crark. You change the distribution excess above 6,472,000
tons.

Senantor O'Manonntv, Not exactly, Senator. Frankly, I will say
this with respeet to that: Under the present law, 30 percent of any
amount of the consumption requirements above the quota system
was reserved for continental United States.  This bill, or this resolu-
tion, rather, is an alteration and provides for 40 percent. Of course,
that is one of those practieal matters that are presented in all legisla-
tion. There are many producers in the United States who assert
that they should have 100 pereent of the increase——

Senator Crark. The point I was making is that this is not simply
8 continuing resolution or a stop-gap, so to speak, but in a sense,
changes things; at least, the Secretary of the Interior thinks so.

Senator O’Manonky, | will be perfectly frank and will say this
to the Senator; The consumption requirements are estimated by the
Seeretary.  This resolution continues the act until December 31,
1937, Now, it is humanly improbable that there will be any such
inerease of domestic consumption requirements that it will be neces~
sary for the Secretary to cul[ that clausoe into operation, as & matter
of cold fact, and even if there should be an increase it is likely to be
so infinitesinal it will not make very much difference. T have put
it in there as it was put in the original act, as a declaration of prin-
ciple, a declaration of principle that, so fur as is possible, the American
sugar market should be held for those who have been encouraged to
develop sugar in the United States,

Now, the first section of this resolution in effect repeals the pro-
cessing tax as part of the Jones-Costigan Act and provides that no
more contracts shall be entered into under the provisions of this act
with the producers of sugar beets or sugar eane, but in all other re-
speets the original act shall be and remain in foree and effect until
December 31, 1937, Then it ratifies the quotas established under
the allotments heretofore made by the Secretary.

Section 2 authorizes the Secretary to fix the quotas, as he does now,
during 1936 and 1937, and contains the provision to which you have
just alluded, and the additional provision that--—

Any quota may be allotied by the Sccretary of Agriculture, in order to prevent
disorderly marketing or importation of sugar, on the basis of prior allotments

under such act, changes in marketing since the first such allotmient, marketings
during the calendar year 1035, and ability to perform,
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The purpose of that proviso ix to prevent a rush to the American
sugar market from off-shore arens and to make it eertnin that the
Seel etary hag the power in interstate conunerce o redistribute the
allocation among the various producing areas,

"That, Senator Loftin, I think, covers one of the amendments which
you (ullml to my nmellnn vesterday as being desived in your aren,

It is not the purpose of the resolution to deprive the Seerefnry of any
ower he has under the present lnw exeept those specifieally withdrawn
In seetion 1,

Now, seetion 3 provides for the benefit puyments and plaees o ceiling
not. to exceed 50 cents per 100 pounds of taw value, and provides they
shall not be in exeess of the proportionate share of the producer in the
initinl marketing quota for his area for ench of said yvears, and then

there is this prov N(m of the basic rate, on the theory of restoring
parity,

It is only fair that 1 should say there has heen some dispute or
some debate, 1 should rather sny, with respeet to the fixing of tho
initinl quota, the initin] marketing quota, as the measure for theso
payments,  Now, the theory of that was simply this: If any aren by
reason of eireumstanees hns an inerensed alloention and thérefore an
inerensed production, it was the feeling of the Department, and it is
one in which T am frank to say T am ine Tined to agree that it would be
little bit unfair to provide for benefit puvinents upon a maximum pro-
duetion while at the same time giving the industry the benefits of the
quota system which restriets the importation from offshore,

Now, then, seetion 4 provides for the appropriation. 1 might say,
hnwowr that in seetion 3, reverting to that, there is a provision which
undertakes to make certain that there shall not he o duplieation of
puyments under this act and under the Soil Conservation Aet. The
Soil Conservation Act is so drawn (hat the payments under that to
producers of sugne cunnot reach - let me suy they would be substan-
tially lower than the benefit payments made under the Jones-Costigan
Act - and our purpose here is {o maintain the |nnltv of pn( ¢ received
by the producers. It eannot he done under the Conservation Aet; it
ean be done by the combination ol the two,

Semutor Crarg., Does the Soil Conservation Act apply to Puerto
Rico?

Senator O'Manoxey, My judgment is it does.

That, in brief, is u summary of this resolution. | will say to the
committee our feeling is that if this continuing resolution is not passed,
that the sugar m«lu-:hv stands in danger of h«-uw plocnntut(wl into the
same chaos from which it was pulled by the Jones-(* ostigan Act.

In drafting this, Mr. Jones and I listened to the mgunwnis of all
fuctors concerned in the produetion and refining of sugar and we laid
down the principle that so fue as was possible this resolution should bo
reduced to a minimum and should not contain any new provisions
that were not ow‘mml to the aecomplishment of the principal purpose,
which is, as 1 sy, to proteet the industry during the adjournment of
Longlo«

Senator Crank. Do you consider this change in the excess heyond
the quota to be essentinl in o stop-gap resolution?

Senator O'’Manoney. It was essential in order to gain the support
of some of the factors,

Senator Craek. And you would lose the support of some of the
factors by that, would you not?
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Senator (’Manonsy. I do not think so.
Senator C'rark. The Seerctary of the Interior seemns o consider
himself a factor, and he is not in favor of it.

Senator O’'Manoney, My feeling is as © indiented to you ut the
beginning, that actually, before thut cun be brought into play, Con-
Lress will he in session wain and it will necessarily have to go into this
whole business,  Thiy sugar problem is going to be reassessed in the
nest session of Congress, nml all we are trving to do is to maintain
the status quo, and it cannot be doubted that the act has been emi-
nently suecessfuly refiners and producers, alike, testitied to that.

The Crameman, You have not any tax in this resolution?

Senator O'Manonky, Oh, no; Senntor George; it was imposrible
to put the tax in that bill, beeause if we did, we would be mviting
another Hoosne Mills dectsion,

The Coanmemas, You do linve an approprintion,

Serntor O'Manonsy, Yes.  We hope the Finunee Commitiee will
see the reasonable propriety of levying an independent processing
wx upon sugar,  The sugar industry ought to pay for the benefits
Congress is giving to it under this act,

The Cuatryan, The ones who pay ure the consuniers, Senator,

Senntor O'ManoNky, That is o question. | think facts and figures
can be brought before the committee to show thatowhen the processing
tax levied under the Jones-Costignn Act was suspended, while there
was atempornry drop in the price, it very speedily flattened out aguin
so that the consumer is really not getting the henefit,

The Ciaareaian. What are the sugur producers being paid under the
Soil Conservation Aet?

Senator O'NManoxey, They are being paid on the basisof 125 cents
per hundred pounds. So that would be deducted from 50 and there
would be aspread of 371 cents,

The Cianatan, L ean frankly state to you that whatever the sub-
committee might do, L do not think the full committee would recom-
mend the imposition of the processing tax on sugar alone,  The come-
mit{ce has unanimously refused to do it and all other processing taxes
were earlier liminated,

Senutor O'Nanoxeyv., 16 was my understanding when 1 appeared
before the full committee lust week that thut was i effect a tentutive
decision,  Senator King said to me the committee had taken that
position beenuse ol its reluetance to avthorize a processing tax on sugar
without any wsurance that there would he any substantinl sugar
legizlation.  Sinee that time the agreenient has been renched between
the Depurtment of Aariculture, Congressman Jones and mysell upon
the terns of this, which, understand, are substuntinlly agreed to by
nost of the producing nreas, and, 1 hope, by all, although perhaps
there may be some nmendments that should be adopted : but Congress.
man Jones Inst night told mie he felt confident he would bring this out
of his comumittee teduy; whether he is doing that, T do not know.
So that with the very great likelihood that the House will approve
this continuing resolution, 1 wm hoping that the subcommittee will

ive the full committee an opportunity to reconsider that decision,
failure to do this, let e suy, Senator, in niy judgment, invites serious.
trouble for the sugar industry and for all concerned,

Now, it may be pointed out, and it was pointed out by Secretary
Wallaee in his letter to the chairman of the committee, that the hill

TG0 50 2
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which Senator Harrison introduced at the request of Senator Costigan,
that the quota system alone without a tax brings about a condition
in which processors ean earn from 12 to 16 percent upon their capital
and surplus. It should be pointed out also that the tarifl, before the
Jones-Costignn Act, upon Cuban sugar was 2 cents; it is now .9 conts—
00 cents a hundred. A processing tax of half cent a pound, or 50
cents a hundred, would mean a tax of $1.40 a hundred, as against $2
under the old provision. So that the consumer is not being badly
treated at all. If you do not have that processing tax it means under
the present system, Cuban sugar is coming in here at 90 cents a
hundred.

Senator Crank. That provision of the Cuban tarifl is effective only
if the quota system is in effect in the United States; in other words,
if the quota system falls, that provision falls with it.

Senntor O’Manoney, Yes.

Then we come back to the situation which existed before that, when
in spite of the tariff levied upon Cuban sugar, the importations from
that island were steadily increasing into the United States. The
truth of the matter is the tariff had coased to function as an agency
for restraining importations of sugar, and the quota system is the only
system which has adequately functioned; it is the only system which
has protected this industry,

'I‘Em. CHAMMAN. Senator, is there anything else you wish to say?

Senator O’Maunoxey. 1 might say, Senator, that last night I re-
ceived a letter from the President, which [ shall read for the record.
1t is dated the White House, June 1, 1936, and reads as follows:

Drar SENator O'Manoney: In ecouncetion with tho proposed legistation with

" respeet to sugar which you and Congressman Jones are sponsoring, I believe
that the prineiple of graduatod payments might well be incorporated. Large
corporate organizations, whether in industry or agriculture, in the past have
obtained from the Government certain advantages which oftentimes have enabled
them to profit to an unusual extent.  This situation was recognized to somoe extent
last year when the graduated income tax was applied to corporations, and I
would ask your most earncst considerntion of the advisability of applying the
anmo prineiple to the sugar payments by means of an amendment to Senate ﬁulnt
Resolution 278 which would provide for payments at rates for large operating
units lower than those a) )plicu&»le to family size farms,

I trust it will be possible to incorporate this principle in the sugar legislation
and that steps may be taken to consider tho m‘viuuhility of applving the same
principle to payments under the 8oil Conservation and I)onwstlc Allotment Act.

Very sincerely yours,
FrankLiNn D. RooSEVELT.

Hon. Josern C. O'Manongy,
The United States Senate, Washington, D, C.

Mr, Jones and I have been discussing this prineiple for several
weeks, but beeause of our general reluctance not to introduce any
new feature into the bill unless it seemed it would facilitate its pussage,
or was necessary to its passage, we did not incorporate it into tho bill,
although we were endeavoring to propose some such point.  However,
the Department of Agriculture has had worked out this amendment,
which is proposed section 5:

Sec. 5. Any payment that would otherwise bo made to any producer pursuant
to the terms of 1his resolation,

A total reduction equal to the sum of: (a) 1 pereent of that portion of the
payment, that would otherwise be made, which is included within the interval of
$2,000 to $3,000; (b) 2 per centum of that portion of the lpaymcnt, that would
otherwise be made, which is included within the interval of $3,000 to $4,000;
(¢) similar additional amounts equal m cach instance to a per centum, which
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per centum shall inerease 1 unit (1 per eentum) per successive interval of $1,000,
of those portions of the payment, that would otherwise be made, which are
ineluded within any successive interval of $1,000 which iy in excess of $4,000 but
not in exeess of $3,000; and (d) an additional amount equal to 50 per eentum of
that portion of the payment, that would otherwise be made, which is in exeess
of $5,000,

In computing any such reduction, payments made pursuant to the terms of
this resolution and those made pursiant to seetion 8 of the Soil Conservation
and Domestic Allotment. Aet shall be computed separately, and each of such
payments shall be computed separately also with respect to performnnee in
any State, Territory, or possession for each year,  In computing these reduetions
the determination by the Secvetary of Agrieulture of the status of any producer
rhall he finaly in any sueh determination, there shall he tuken into acconnt the
bld‘mm«, if any, of any producer, or its predecessor in interest, as of January 1,

D36,

Now, Mr. Chairman, T might add that | understand the form of o
processing tax has alrendy been presented to the coumittee, the
so-called long form, 1 have s short form, but the long forn is identieal
in it purpose and objectives, and the short form is merely for con-
venienee, 1 think if the committee undertukes to consider o tax it
should use the long form, ,

I thank the committee for its attention,

Senator Grorae, Senator Overton, I understand you desire to
miake a statement, but before you do so Iwill ask that this letter which
we have received from the Seeretary of the Interior, which I suppose all
parties have seen, be placed in the record,

Senafor O'NManoxev, Is there also one from the Seeretary of
Agriculture? ) )

Senntor Grorar, There was one put in at the hearings,

Senator (Manoney, T mean with respeet to this joint resolution,

Senator Gronar, No, . )

Senator O’Manosky, e has authorized the statement that it hag
his approval, ) )

Senator Grorar, The letter from the Secretary of the Interior will
be made part of the record, or, rather, incorporated in it.

Senator Cnark. This seerms to be nnother one of those unfortunate
disputes between the Interior and Agriculture Departments,

(The letter from the Secretary of the Interior is as follows:)

DEPARTMENT oF THE INTERIOR,
Washington, June 1, 1936,

Hon, Par Hannisox,
Chairman, Commitlee on Finance,
United States Senate, Washington, D, C,

My Dgran Senaror Harmison: Referenee is made to Sennte Joint Resolution
278, which is now before your commitiee. I am advised that the purpose of the
resolution s to strengthen the quota provisions of the Jones-Costigan Aet during
the balance of its term, which ends December 31, 1037, and to provide benefit
pavments for sugar producers,

hile T am in aceord with the purposes of the legislation, an examination of
the resolution diseloses that it containg a provision that during the ealondar
year 1937 theve shall be allowed to continental United States not less than 40 per-
cent of any amount of sugar consumption requirements above 6,452,000 short
tons, raw value. At the present time surplus consumption is distributed among
the producing arcas in substantindly the snme ratio as the basic guotas, the exist-
ing 30 pereent differentind for continental United States being practically the same
ag the continental quota established for bhase sugar consumption,

The speeind allowance given to eontinental producers by this provision violutes
the quota systom established pursuant to the present law and affeets materially
the interests of Hawaii and Puerto Rico, which are under the administration of
the Department of the Interior,
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The basie quotas continued by the resolution represent the findings of the
Secretary of Agriculture, determined only after earcful study and long nego-
tiations and disagreements between the parties in interest.  The various pro-
ducing arens are now operating in aceord and have adjusted their cconomics to
meet the requirements of the present quotas,  To ehange the basis in the manner
now proposed in my opinfon will make exceedingly diflicult the deafting of
permanent, gquota legislation by the next Congress.  Furthermore, to establish
at this time an inequality bhetween producing arcas by fuvoring a particular aren,
it is feared, will make permanent o policy of diserimination against the American
eitizens of Hawail and Poerto Rico that will result in widespread resentment
through depriving them of participation in the cconomic benefits from increased
comsumption in which they otherwise would have shared,

1t iy demonstrable that Hawaii and Puerto Rivo alrendy have made actual
and materinl snevifiees under the present quotn systen,

In Hawaii it reguires 2 years to mnture nosugnr erop, which means that any
sudden imposition of new fuctors eannot he immedintely abrovbed or adjusted so
as to avoid a financial loss and hardship out of proportion to the chauge involved,
Under the Jones-Costigan Act for the period 19356 to 1037, inclusive, the produc-
tion aren in Huownii was reduced by 21,320 acres, or approximately 10 pereent,
resulling in a corresponding reduced farm-eron value of $20,200,050, based on a
deercuse of approsimately 522,625 tons,  Fhis loss was absorbed by the producers
themselves and did not result in unemplovient.  Soein] unrest was thereby
prevented nmd the eeconomie and politieal equilibrinm mainteined,

8o fur as Puerto Rieo is eoncerned, the effeet of the proposed quota moditicns
tion wonld be even more disastrous,  The island iy greatly overerowded, hnving o
density of 500 people to the square mile in an almost pureely ageicultiead popula-
tion, “The major source of income in the island, and substantindly the only eash
erop, ix sugar. 1t is estimated that nt the present time more than 75 pereent of
the peopte ure unemployed and on relief,  "This means that the expenditure for
relief purpeses is at the rate of $L000,000 & month.  While the Puerto Rico
Reconstruetion Adminisiration’s progeam contemplates an ultimate correetion of
these conditions, fundamental rehabilitation eannot be aecomplished for n number
of yenrs. Any change whieh would deprive the istand of henefits now enjoyed
under the guota system, or which wounld alter the busis of its present cconomy,
would inerease the afvendy fense politiend situntion,

In these eiveamstanees T reeommend that the proviso on page 2, lines 16 1o 20,
of the resolution be eliminated; ory if any doubt remaing as to the desirability of
removing it, that the committee necord an opportunity to representatives of the
sugnr producers of Howadi and Puerto Rieo, who ave now luw the city, to appear
before vome eommittee in their own interest,

Sincerely yours,

Hanny L, Tekes,
Seeretary of the Trlerior,

Senutor Grorar, We will hear you now, Senator Overton.

STATEMENT OF HON. JOHN H. OVERTON, UNITED STATES
SENATOR FROL THE STATE OF LOUISIANA

Senator Overrox, 1 wish, Mr. Chairman, to bring the attention
of the committee to the situntion that exists in Louisinna with rvefer-
ence (o the sugar industry,  We produced last year, without violating
the contrnets that the growers had with the Agricultare Department
under the A, A AL Aet, 340,000 (ons of sugar; we expeet this year
to produce something over 360,000 tons of sngar,  The quota that
has been assigned under the existing Jones-Costigan et to the
sugareane aren cmbraced within the States of Louisinnn and Florida
is only 260,000 tons, The sugareane industry, both of Louisinna
and Florida, eavnot very well survive under this restricted gnota,

Louisinna was the original sugar-producing area in the United
States.  We have been producing sugar in Louisiana almost since the
white man settled in continental United States.  The industry devel-
oped at one time to a production in excess of 400,000 tons during »
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period of 2 vears. 1t was visited by a disease known ax the mosaie
disense which was very detrimental to produetion. The Agriculture
Department of the U nited States Government took cognizunce of this
situntion and proceeded to experiment with new varieties of cane.
The v\pvumont was o suceess.  The new varieties of cane are disenso
resisting.  The Department of Agriculture encouraged, and properly
s0, the sugareane growers in Louisiana to plant and grow this cane,
und the result has h{ sen that the production in Lonisiana has ine rensed
in the quantities that I have just mentioned.

While our sugereane was nfllicted with this disease, the production
went down to a very low ebh; then, with the introduc tion of the new
varieties it has iner reased until o (|lmtn of 260,000 tons is, if 1 may use
the expression, ridicalously and absurdly, low,

I had the pl(-omuu of attending a meeting ahout 2 weeks ngo in the
city of New Orleans where I met with the representatives of the sugar
cane producers in Louisinna,  "They stated that they needed and would
not be satisfied with a guota of less than 450,000 tons for Louisinna
and Florida,

The situntion with reference to the heet-sugur industry is different,
It has a quota of 1,550,000 tons and its netunl plmlm'hou last veur
was approximately 1,210,000 tons; in other words their quotu exe oods
uctuu{ production bv '34() 000 tons, 1 am udvised that in all proh-
ability production this season will not exceed that of last season,
Therefore, so far ns their quots is coneerned, 1 ean very well under-
stand that they are perfectly satisfied witll the quota assigned to
them of 1,550,000 tons under the Jones-Costignn Act,

The (|uom of 260,000 tons that was assigned to Louisiang and
Florida under the me»( ostignn Act was vslﬂhlhhvd over the pro-
tests of the growers in Louisiunn and, 1 think, in Florida also, - How.
ever, the legislution was enaeted and that quotu was assigned o us,

Lwish to call the attention of the subeonmiittee to the further
faet that there has bheen sinee the ennctment 6f the dones-C ostigan
Act an inerease in sugnr consumption in continental United States,
According to the last estimate made by the Agriculture Deparunent
there is an inerense in consumption of 157,625 tons, in round figures,
over what was estimated at the time of the cnae tment of the donese
Costigan Aet, | further understand from the trade and from other
sources that the probability is that there will be an additional increase
in consumption during this year in continental United States of from
100,000 to 200,000 tous, andd neaver 200,000,

There is, liwwhuo, ample nagin in the aetual inerease in con-
sumption in continentnl United Stares to take care of the requirements
of production in the sugarcane wrea. There is umplo inerense (o
take cure of (he sugeested inerense in quota from 260,000 tons to
450, mm tons,

The Louisiana indust vy takes the position that there should ot he
any quotn at ol exeept this quota: We should take the estimted
('(mnmn]mnn in the United States and from it deducet the estimated
produetion in continental United hlntw, and that actual production
will then be the quota for the continental United States, and after
deducting that quota from the estimated consumption, the remainder
woull be the quota to the off-shore sugar.

Senator Crauk. What justification is there for any sueh principle
as that?  While 1 think it was a great mistake to annex Hawaii, it
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still is just as much a part of the United States as Michigan and
Missouri or Louisinna or any other part of the United States. You
would not say we should have one tax law for continental Unitod
States and another for insular possessions or territories, or that our
national defense legislation should apply with any greater effect to
continental United States than Hawaii or Puerto Rico?

Senator OverroNn. That is very true, Hawaii and Puerto Rico are
both insular possessions of the United States,

Senator Crark. Hawaii is even more than an insular possession;
it is a Territory of the United States,

Senator Ovewrron, They are both embraced within the territory
of the United States. Tlere is, however, this difference, and 1 think
it should be the policy of the Government to protect as far as possible
the farmers in the continental United States where it ean be done
without any grave injustice,

Senator ('Lark, Do vou think we should make a differentintion as
between the income-tax laws of Louisiaua and those of Tawaii?

Senantor Overrox. That is an entirely different question,

Senator ('nark, 1 do not see the difference,

Senator Ovirrox. There are a great many laws that should apply
equally to all, but in these territorics to which you refer, we have to
compete with labor rates which, on our continental fmm, cannot
exist,

Senator Cark. Is it not a [aet that, on an average, [Mawaiian
luborers in the sugar industry are paid higher wages than in "Louisiana?

Senator Overron. Not that 1 know of.

Senator C'Lark. I think we ean demonstrate that.

Senator Overron. My information is to the contrary, but if you
have the official stzl(l&tl(ﬁ on it, of course that would settle it.

Senator CLark. 1 do not have them with me, but I have seen
them,

Senator Overrox. Whether your position be correct or incorrect,
the position that we are taking is that we cannot get along with less
than a quota of 450,000 tons. “That quota can be assigned to us with-
out detriment to the position that you take, Senator Clark.

Now, we shall not be satisfied with this resolution and we_think it
will opomto a gross m_mstxce to our sugarcane producers unless it is
amended. 1 am going to suggest one amendment and I think Senator
Loftin is going to suggest another amendment, and after these amend-
ments are adopted, if they are adopted, 1 shall undertake to submit
the matter to our pcoplo in the hope that the resolution will be satis-
factory to them,

On page 3——

Senator Crark. Do you agree with Senator O’Mahoney’s state-
ment that the Jones-Costigan Act, taken as a whole, has been of
great advantage to the sugar mdu:try.

Senator OVERTON. 1t has been helpful. 1 would not favor the
abolition of the quota system.

Senator Crank. The effect of the resolution would be to retain the
quota system.

Senator OvERTON. Yes,

Senator Crark. And your position is to oppose it unless it contains
this provision?

Senator OVERTON. Yes, because I do not think the quota of 260,000
tons is going to do us mach good.
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Senator O’ManoNEY. According to my point of view, that is the
question which we will have to thrash out next year, and it does seem
to me to be unwise and short-sighted to run tge risk of ruining this
very excellent legislution in order to get something which you cannot
possibly get if the system fails.

Senator OveErrToN, The answer to that is my people think this quota

is so unjust it ought not to be continued during the period set forth in
the resolution.
" Senator O’Manongy. Nothing in this resolution can possibly affect
.the situation for this year and next year, and it will not be until
Qctober 1937 that the Secretary will be {ixing his quotas and Congress
will be in session for almost 9 months at that time,

Senator OverroN. We have to make a fight against these quotas
and we propose to make it whenever the subject is discussed,

Senator Crark. The Senate Finance Committee has decided not
to take any action with regard to processing taxes at this session and
that that matter should be held over until the whole matter can be
discussed slowly and with mature consideration; do you think we
should enter into this matter hurriedly?

Senator )’ManoNey. That would be perfectly sound were it not
for the danger of the collapse of the system.

Senator éLARK. Why should you propose to put in a stop-gap
resolution to continue the status quo, something new?

Senator O’ManonNgY. There wasn’t any change except the 40 per
cent.

Senator OverroN. If it can be changed in one particular, it can
be changed in other particulars,

Senator GEorGE. We must hurry on, Senator.

Senator OverToN. On page 3, line 10, after the numerals “1937",
strike out all of the remainder of the section.

Senator CLARK. Beginning with “not in excess’”’?

Senator OverToN. Yes. That will give us benefit payments on
what we produce, and give all of the areas, Hawaii, Puerto Rico,
beet-sugar areas and the cane-sugar areas.

Senator CLark. The effect of the anmendment would be to give
the benefit payments and relieve you from the quota system?

Senator OverToN. The quota system remains.

Senator O’MAHONEY. You mean, Senator, only the rest of the
sentence and not the whole section?

Senator Overton. I think the whole section should go out; in any
event, the rest of that sentence should be stricken from the resolution.

Senator O’ManoNEey. The second sentence fixes the rate by which
the Secretary makes the payments, and that would emasculate the
whole section.

Scenator Overrton, T thank vou.

Senator Grorcr. Senator Loftin.

STATEMENT OF HON. SCOTT M. LOFTIN, UNITED STATES SENATOR
FROM THE STATE OF FLORIDA

Senator Lorrin. I shall be very brief, :

The position of the Florida sugar growers is that they would be
very glad to be relieved of all restrictions, processing taxes and benefit
payments. However, that is not the question before the subcom-
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mittee; the question is on the resolution.  We would prefer not to
have the resotution passed, but if the committiee feels that it should be
passed, we would like to see it clarified in some particulars,

We are satisfied to go along with the amendment suggested by
Senator Overton ———-

Benator OverroN, May 1 interrupt just a moment?

On reflection it will be satisfuctory to us to eliminate alter the
numerals “19377, line 10, page 3, the remainder of the sentence, and
then leave the rest of the paragraph untouched.

Senator Lowrin, That will be satisfactory to the Floridu growers,

1 am going to leave the amendments which I hold with the com-
mittee, two nmendments that are most material, one raising the quota
from 40 to 50 pereent. We should like very much to have that done.
T'he other is on page 2, line 20, after “value’ insort;:

Provided further, That any deficiency in produetion of the marketing quota of
any continental area shall first be allocated or allotted to other continental areas
to the extent of their ability to supply same,

I understand that under the Jones-Costican Aet this power at the
present time is discretionary.  We would like to have it made manda-
tory so that it shall be alloeated to the continental area first,

The other amendments are not material,

As the subcommitice iy quite familiar with this subjeet, 1 am not
going to take up any more of the time of the committee, but will
leave the amendments with you,

Senator Greorce. Just leave it with the clerk,

1 suppose that will have to close our hearing unless there is some-
thing else you wish to put in the record here this morning, Wo are
most anxious to be on the {loor, as the tux bill is under consideration.

Senator Overron. [ understand the Michigan people would like to
insert a memorandum in the record headed “Suggested Amendments”
to the resolution under consideration.,

Senator Grorcr. That may be filed with the stenographer and
incorporated in the record. 1 understand that is presented by the
beet sugar people of Michigan?

Senator OveErToN. Yes.

(The memorandum referred to is as follows:)

SUGGESTED AMENDMENTS 1O SENATE JOINT RESOLUTION (3. 278) or (H. R. 613)

1. Expiration datc should be December 31, 1938,

2. Continental United States should have 50 pereent of inercase in consump-
tion,

3. Seetion 2 should be amended by striking out the last provisional clause
authorvizing allotinents.

o Add the following amendment to section 2:

Sld provided further, "That any deficient quantity which one of the speeified
sugar-producing arcas in continental United States is unable 1o supply to fill its
quota shall be first allotted 1o the other speeified continental area to the extent
to which sueh area is able to supply such additional sugar.”

5. In section 3 strike out 50 cents per 100 pounds, raw value, commercially
recoverahle from”, and insert in lien thereof “$1.50 per ton of,”

6. Section 3 should be amended by striking out the sentence “not in excess of
the proportionate share of the producer in the initial marketing quota for bis arvea
for cach of said years,"”

7. In section 3 strike out last sentence beginning “Such basic rate, ete.”” and
insert in lieu thereof “‘Snuch basice rato shall be that which is determined by the
Seeretary to he necessary to give producers of sugarcane and sugar beets in con-
tinental United States o purchusing power per ton equal to the average purchasing
power obtained from the sale of such sugaveane and sugar beets and from the
henetits paid under such amendatory act for the 1935 crops.”
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&, Add the following:

“Srerion §. Separate additional quotas for all sirups, edible, molasses and
mixtures containing sugar contemplated by said Act for areas other than conti-
nental United States shall be established for the calendar years 1936, 1937, and
1938, at amounts for such respective areas equivalent to their respective importa-~
tions or shipments into continental United States during the calendar year 1935."

Senator Girorar. Is there anyone else who has any memorandum
he wishes to insert in the record?

Senator ’Manoney. Mr. Savoy and Mr. Wightman, of the Depart-
ment of Agriculture, are here.

Mr. Savov. I would merely like to suy that there is no disagreement
between the Department of the Interior and the Department of Agri-
culture, The Department of Agriculture would have no objection to
maintaining the present status quo of 30 percent.

Senator Grorer, That is, taking out the first proviso in section 2?

Senator O’ManoNky. Yes; to make it 30 percent,

Mr. Savoy. We would have no objection to that.

Senator Georce. Is there anyone else who has a statement?

Senator Lorrin, I may have a further statement to submit for the
record.

Senator GrorcE. You may do so.

Mr. Greene. T have a statement on behalf of the sugar producers
of the Territory of Hawali presenting for your consideration our
objections to the provision which reads:

Provided, That for the calendar year 1937 there shall be allotted to continental
United Stutes not less than 40 per censum of any amount of consumption require-
ments therefor above 6,452,000 short tons raw value.

Scnator Grorce. You are opposed to that for substantially the
same reasons set out by Secretary Ickes in the letter we have placed
in the record?

Mr. Greene. Yes, sir. This is an objection to the proviso and
not the resolutiorn.

Senator GrorGi. Your memorandum may be placed in the record.

STATEMENT OF ERNEST GREENE, MANAGER, OAHU SUGAR CO.

I am Ernest Greene, manager of Oahu Sugar Co., generally known
as Waipalu Plantation, located at Waipahu in the Territory of
Hawaii, and make this statement on behalf of the sugar producers of
that Territory.

We object to the provision in the proposed resolution (8. J. Res.
278) commencing on page 2, line 16, which reads as follows:

Proyided, That for the calendar year 1937 there shall be allotted to continental
United States not less than forly per centum of any amount of consumption
requirements thercfor above 6,452,000 short tons raw value,

Our objection is based upon the ground that this proviso changes
the basic quota provisions of the Jones-Costigan Act to the prejudice
of the Territory of ITawaii, and constitutes an inequitable diserimina-
tion against one part of the United States in favor of another part.

We understand that the ostensible purpose of this resolution is to
clarify and strengthen the sugar quotas and certain other features of
the existing Jones-Costigan Act during the remainder of its term,
and to provide for conditional payments to sugar producers,
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While the existing act discriminates against Hawaii, and contains
})rovisions to its prejudice which we feel should be eliminated, the act
has been fairly and ably administered, and we believe that the timeo is
not opportune for any area to attempt to change the basic provisions
of the existing law, nor do we understand any such change to be the
purpose of the authors of the resolution. Without any desire to labor
the point at this time, we wish merely to point out that the existing
act disciminates against the cane area of the Territory of Hawaii with
respect to the beet area and the Louisiana-Florida cune area in that
Hawaii (1) has not fixed minimum quota, (2) has no fixed participa-
tion in excess of United States consumption over the base consump-
tion, (3) its initial quota was fixed on a different and reduced basis,
and (4) it was restricted as to the locality within the United States
where the sugar it produced could be refined. As 1 have said before,
this is not an opportune time to press for consideration matters which
would involve any changes in the basic quota provisions of the existing
act, and we mention these points only as items to be considered at the
appropriate time. :

he Jones-Costigan Act expires by its own terms on December 31,
1937, and this resolution does not extend the act beyond that date.
Congress will meet early in 1937. 'We understand that at that time
consideration will be given to sugar legislation of a more permanent
character.

It is, therefore, not only illogical, but also unnecessary and unde-
sirable, to insert in a resolution ostensibly intended to maintain the
existing status, a proviso changing the basic quota provisions, which

rovigo is not even intended to be effective until after Congress shall
ave had an opportunity to consider and act upon more permanent
legislation.

While we do not know the origin of the provision to which we
object, it appears obvious that it has been urged upon Congress in
order to serve the purposes of some area or group of producers, in
regard to some past or contemplated excess production over the appli-
cable quota under the existing act. Under the methods of fixing
quotas under the Jones-Costigan Act, and continued by this resolu-
tion, such a procedure would inevitably and unjustly diminish the
quotas for the Territory of Hawaii and certain other areas below the
production which would have been permissible upon the existing
quota basis.

The sugar production of the Territory of Hawaii corrg)lied strictly
with the profuction—-—reduction program of the Jones-Costigan Act,
realizing that quota legisiation is essential for the protection of the
domestic sugar industry in view of the reduction in the sugar traiff.

The crop cycle for Hawaiian sugarcane is 2 years, and cane is &
perennial plant which, with proper culture and fertilization of the
ratoon, or stubble, crops, has a life of about 10 years so that about 5
crops are harvested from a single planting. Therefore, the reduction
program, requiring the fallowing of the fund and the plowing under
of cane plants, bore especially heavily on Hawaii with its 2-year
crop cycle. .

The extent of the reduction which we have carried out for the years
1935 to 1937, inclusive, under the Jones-Costigan Act and the contract
entered into with the Secretary of Agriculture pursuant thereto, is
illustrated by the following:
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(@) The cane area has been reduced by fallowing over 24,000 acres,
or about 10 percent of normal cane land.

(6) The reduction in production by all means was more than 144,000
tons in 1935, and has been oflicially estimated at a total of more than
500,000 tons for the 3 years 1935 to 1937, At the 1935 farm value of
cane in the Territory of ITawaii, the total reduction for the 3 years
represents a farm value of produet of more than $20,000,000,

Furthermore, we agreed with the Secretary of Agriculture that the
reduction in production would be accomplished with the least social
and economic disturbance, and putsuant to this agreement we did not
discharge or lay ofl any workers by reason of the reduction of produe-
tion, : ‘

Having complied in good faith with the existing legislation, believ-
ing that this is not the appropriate time for any area to ask for changes
in the quota basis and that the resolution is not a suitable vebicle for
any changes in that basis, we object to the proviso as being unjust
and urge that it be deleted from the resolution. .

Senator O’Manoney. The only criticism you make ig that this
proviso constitutes a preference to domestic producers?

Mr. Greene. Yes, sir; on the ground that Congress will have an
opportunity, presumably, at the beginning of the next session, to give
careful consideration to any changes in the existing status.

(Subsequently the following statement and letters were received

and ordered placed in the record:) ‘ ‘ i

StaTEMENT OF Position oF FLoripa Cane Suaar Propuckrs, JuNe 2, 1936

v . . "
On May 26, 1936, we stated our position as being opposed to any and all cl:n-uces-
sing and excise taxes, benefit payments, and limitation on continental production
and we repeat that statement here.

Since the sugar stabilization hearings during the summer of 1933 Florida has
constantly maintained that position; we did, however, in order to assist in
meeting the conditions that then existed, agree to a temporary restriction to
250,000 short tons, raw value.

In Tariff Commission Report 73 on sugar it is shown that in the period 1907-11
continental production supplied 24.6 percent of the demand and Cuba 41.7
percent of the demand, a total of 66.3 percent; the same report shows that in
1932 the continent supplied only 23.7 percent of the demand and Cuba supplied
but 28.2 percent. Where did the difference come from? During same periods
under review the Philippines increased from 2.3 to 16.6 percent; Puerto Rico
increased from 7.4 to 14.6 percent, and Hawaii from 14.2 to 16.4 percent.  These
comparisons clearly prove that continental production has not affected the
Cuban market, but they do show that tariﬂ‘—fpmmcted areas, having wage scales
and living conditions not superior to those of Cuba, have been enabled to take
our market.

What have we reccived froin the off-shore sugar-producing areas for free access,
or preferential access, to our markets? Referring again to the Tariff Commig~
sion’s report, we find that for the 8 years 19256 to 1932 we purchased merchandise
tfml(li commodities from such areas, in excess of all their purchases from us, as
ollows:

Millions

CUDA L e e e $533

or a grand total of the enormous sum of $1,163,000,000. Just imagine the amount
of employment the expenditure of that sum would have created if it had been
spent here instead of elsewhere.

W hen eontinental United States purchases sngar from off-shore areas we have
the sugar and they have the money to spend where and with whom they please;
but when eontinental United States produces its own sugar it has both the sugar
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and the money and in addition has furnished employvment for many thousands of
its own people. Who will elaim that an insular possession or foreign conntry
has any vested right to the continental market, under these cirenmstances? The
Ameriean farmer, employing American labor, should not be penalized by even
partinl exclusion from the market that essentially, rightfully, and according to all
historieal | recedent belongs to him,

‘We hear much ado about regaining the market in Cuba for our agrieultural
products, Such market is, to a great extent, gone forever and eannot be regained.
Our Department of Agriculture sent its experts 1o Cuba to teach the Cubans
how to raise the things we sold them. They were well tanght and learned quickly,
beeause they now export some of the commodities that we formerly sold them,

Florida has suffered nueh at the hands of our tro, ieal charges; her vineapple
eulture was ruined, nneh of her winter vegetable erops have been badby dey ressed,
and now some of her sister States would deprive her of an opportunity to expand
the produetion of an agricultursl produet of which the entire continental area
producos less than 25 pereent of its requirements,

The problems of national defense, the building of our national agrieultural
ceonomy as well as the soetal j roblem involved in providing a cushion in beet
culture 1o assist in taking up the slack in industrial em loyment during certain
phases of the business evele are recognized by all well-informed persons.  Other
countries have recognized these conditions and have therefore established boun-
tics for the production of sugar beets. We, of this country, have inaireetly,
through the tarifl, attemy ted to ereate the equivalent of a bounty upon continental
sugar preduetion, but, due to a poliey toward our dependencies, it has not been
suecessful, as is well known,

If our National Government wishes to ereate a bounty on heet-sugar production
beeause of the many national problems involved, all well and good.  Tet it be o
reasonable bounty based on acreage and effiefont farming, Tt is unfair to attemyt
to restrict the produetion of eane sugar in Florida where, based upon costs shown
in Turiff Commission’s report, sugar ean he produced as cheaply as in the Phil-
ippines and cheaper than in Puerto Rico or Hawaii,

The standard of living and the demands for the comforts of life are far greater
in Florida than in any offshore area. Permit Florida to produee all the cane
sugar it desires and many thousands of our eitizens will find employment therein
fl:ll(l their demands will require the employment of many more thousands in other
ines.

‘The American market for Ameriean producers is the only fair, just, and reason-
able basis for consideration of any sugar legislation,  Florida does not believe
in continental restriction; neither does she believe in proeessing or excise-taxes, or
benetit payvients, on sugar,

At the subcommittee hearing June 2, 1936, it was stated that the benefit pay-
ments under the proposed resolution should be gradnated so that in effeet large
produeers would get benefits of onty oue-half that of small producers.  Surely
the sugar from a large producer i just as sweet as the sugar from a small producer
and the chances are that the large producer pays his labor higher wages.

All of the off-shore areas will naturally oppose inereasing continental produc-
tion for the same renson that Fogland would like a monopoly of our woolen market,
Germany our iron and steel market, and Japan our silk, rayvon, and cotton textile
markets.  Will Congress favor off-shore arens or continental producers?

In Florida one person out of every five has an automobile; in Puerto Rico only
1 out of 130; in Ctbha 1 ont of 230; and iu the Philippine Islands only 1 out of 490;
it is thus apparent that any inerease in Florida's agriculture will have very
beneficial effeets on employment in the automotive industries.  In Florida there
is 1 telephone for every 10 persons; in Cuba 1 for every 110; in Puerto Rico 1 for
every 130; and in the Philippines 1 for every 490; these same relative statisties
are true for home radios, mechanical refrigerators, and muany other comforts and
conveniences,  Such figures conelusively prove that incereased continental pro-
duction of our sugar requirements will result in inereased employment in many
varied lines of industry,

Fach and c¢very nation secks, and expends great effort in trying, to reach self-
sufficieney.  Other countries will buy from us only those things which they can-
not, themselves, produee; and this should, likewise, be the policy of this country,
Cuba, through the gratuitous assistanee of our governmental departments, has
learned to become more and more self-sufficient; in fact, today, they are exporting
some things which we formerly su‘)pliod them. In the Philippines, blood has
again _proved thicker than water, beeause they are increasing their purchases
from Japan at the expense of our factories.  The Puerto Ricang, by their actions
as well as on their statements, have told us definitely, and without question of
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.

doubt, that they want none of us; their demand is for free and unlimited acecess
to our markets to dispose of produets produced by the lowest compensated labor,

Some digcussion arose today ax to the status of Hawaii.  If Hawaiian producers
desire to have the same treatment accorded them as is accorded a State, by all
means give it to them; but in recciving that treatment they must, in turn, treat
their labor similar to the treatment labor receives in the States— long-term, low-
wage, contracts with imported foreign labor must be outlawed.

To increase production where no domestic surpluses exist; to inerease the em-
ployment of American labor on an Ameriean basis; to inerease the demand on the
capital goods industries and make available the existing wealth of the State of
Florida through the development of its natural resources are substantial means
of relicving the distress which we behold on all sides.

Statutory limitation on American farmers producing the consumptive demands
of American citizens may well be viewed with alarm as the opening wedge of
foreign producers to establish the prineiple that the American citizen may be
deprivc& of hig inherent and constitutional right to supply his own needs, and
throws into the discard that unalicnable right—“The American market for
American producers.”

WiLLiaM CartroN Riapy,
Counser ror Puerro Rico,
Washington, D. C., June 2, 1936.
Hon. Par HaArrison,
Chairman, Senate Finance Committee,
United States Senate, Washington, D. C.

8. J. RES, 218—~B8UGAR QUOTAS

My Dear SENaTOrR HARRISON: On behalf of the insular government of Puerto
Rico, with reference to the enclosed copy of letter from Secretary Ickes concerning
the above resolution, it is desired to invite attention to the fact that the sugar
quota allotted Puerto Rico under the Jones-Costigan Act is already substantially
below the normal output of the island. It is estimated that its application threw
some 20,000 workers out of employment there, entailing with their families the
casting of perhaps 100,000 people onto the relief rolls for the government to sup-
port. ~In addition, since Puerto Rico does not raise its own food, but its people
must buy their foodstuffs and clothing materials from the mainland, the operation
of the processing taxes has seriously increased the cost of living for the great
mass of the people in the island. For example, up to last January, istand costs of
staple foods and of cotton cloth are estimated to have risen during the preceding
2 years as follows:

Flour, from 2% to 6% cents per pound.

Lard, from 10 to 16 cents per pound.

Rice, from 3 to 4 cents per pound.

Bacon, from 6 to 14 cents per pound.

Ham, from 9 to 18 cents per pound.

Butter, from 25 to 38 cents per pound.

Cotton cloth, from 3 to 6% cents.

This double effect of throwing so many sugar workers out of employment on
the one hand, and of increasing the cost of living on the other hand, has hit the
island very hard. The insular government earnestly hopes that it will not be
considered necessary to increase its difficulties at this time by further quota
restrictions in favor of the mainland; and, therefore, that the proviso in section 2
of the above resolution increasing the mainland proportion of excess consumption
requirements from 30 to not less than 40 percent—and thereby proportionally
reducing the istand quota~—may be climinated from the resolution.

Respectfully submitted.

WiLLiaM CarrroN Rigmy.

THE SECRETARY OF THE INTERIOR,
Washington, June 1, 1936,
Hon. PatT Harrison,
Chatrman, Commatiee on Finance,

United States Senate, Washington, D. C. )
My Dear Senator Harrison: Reference is made to Senate Joint Resolution
278, which is now before your committee. T am advised that the purpose of the
resolution is to strengthen the quota provisions of the Jones-Costigan Act during
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.
the balanee of its term, which ends December 31, 1937, and to provide benefit
payments for sugar producers.

While 1 am in accord with the purposes of the legislation, an examination of
the resolution diseloses that it contains a provision that during the calendar year
1937 there shall be allowed to continental United States not less than 40 pereent
of any amount of sugar-consumption requirements above 6,452,000 short tons,
raw value, At the present time surplus consumption is distributed among the
producing areas in substantially the same ratio as the basic quotas, the existing
30-percent differential for continental United States being practically the same
as the continental quota established for base sugar consumption.

The special allowance given to continental producers by this provision violates
the quota system established pursuant to the present law and affects materially
the interests of Hawaii and Puerto Rico, which are under the administration of
the Departinent of the Interior,

The basic quotas continued by the resolution represent the findings of the
Sceretary of Agriculture, determined only after eareful study and long negotin-
tions and disagreements between the parties in interest.  The various producing
areas are now operating in accord and have adjusted their economices to meet the
requirements of the present quotas.  To change the basis in the manner now
proposed in my opinion will make exceedingly ditficult the drafting of permanent
quota legislation by the next Congress.  IPurthermore, to establish at this time
an inequality between produeing areas by favoring a particulwr area, it is feared,
will make permanent a policy of diserimination against the American citizens
of Hawaii and Puerto Rico that will result in widespread resentment through
depriving them of participation in the economic benefits from increased con-
sumption in which they otherwise would have shared.

It is demonstrable that Hawaii and Puerto Rico have already made actual
and material sacrifices under the present quota system.

In Hawaii, it requires 2 years to mature a sugar crop, which means that any
sudden imposition of new factors cannot be immediately absorbed or adjusted so
a8 to avoid a financial loss and hardship out of proportion to the change involved.
Under the Jones-Costigan Act for the period 1935 to 1937, inclusive, the production
area in Hawaii was reduced by 24,326 acres, or approximately 10 percent, result-
ing in a corresponding reduced farm crop value of $20,266,950, based on a decrease
of approximately 522,625 tons. This loss was absorbed by the producers them-
gelves and did not result in unemployment.  Social unrest was thereby prevented
and the economie and political equilibrium maintained.

So far as Puerto Rico is concerned, the effect of the proposed quota modifica-
tion would be even more disastrous. The island is greatly overcrowded, having
a density of 500 people to the square mile in an almost purely agricultural popula-
tion. The major source of income in the island, and substantially the only cash
crop, is sugar. It is estimated that at the present time more than 75 percent of
the people are unemployed and on relief. This means that the expenditure for
relief purposes is at the rate of $1,000,000 a month. While the Puerto Rico Recon-
gtruction Administration’s program contemplates an ultimate correction of these
conditions, fundamental rehabilitation eannot be accomplished for a number of
vears. Any change which would deprive the island of benefits now enjoyed under
the quota system, or which would alter the basis of its present economy, would
increase the already tense political situation.

In these circumstances, I recommend that the proviso on page 2, lines 16 to 20,
of the resolution be eliminated; or, if any doubt remains as to the desirability of
removing it, that the committee accord an opportunity to representatives of the
sugar producers of Hawaii and Puerto Rico, who are now in the city, to appear
before your committee in their own interest. '

Sincerely yours, Harotp L. Toxms
A 4y y

Secretary of the Interior.

Conar.iss oF THE UNITED STATES,
House oF REPRESENTATIVES,
Washington, D. C., June 2, 1936.
ITon, Par HARRISON,
United States Senate, Washington, D. C.

DeAr SENaTOR Hanrrson: I am in receipt of a cablegram from the Governor
of Puerto Rico, the honorable Blanton Winship, regarding the resolution covering
sugar quotas, a copy of which I herewith enclose.
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Your sincere consideration of the suggestions contained in the Governor’s
cable would be greatly appreciated, and I trust that they witl receive the approval
of the Senate Committee.

Sincerely yours,
SanTIAGO TuLEsIAS,

San Juan, Puenro Rico, June 2, 1936.
SanTiaGo TaLEsias,
House of Representatives, Washington:

Following message for you, Senator Tydings, Representative Kocialkowski,
Representative Jones of House Agriculture Committee, Senator Harrison of
Senate Finance Committee, Senator Copeland, and Senator King, Please fur-
nish them copies. ‘I cannot understand any reason supporting resolution cover-
ing sugar quotas introduced in both Houses changing mainland proportion of
excess constimption from 30 to 40 pereent since such action constitutes terrible
diserimination against Puerto Rico who has already willingly complied with all
regulations of AAA regarding sugar production. The increase favoring mainland
producers seems uncalled for and unfair, since it openly violates the established
system of quotas allocated according to the present law and thus will be greatly
lImlrmfl ul to Puerto Rican producers and especially to the laboring classes of the

sland.

“The reduction of sugar production has already worked great hardships on the
Island, greatly increasing our grave problem of unemployment. Any additional
discrimination will bring additional distress in view of the fact that the sugar in-
dustry constitutes by far the greater source of employment in the agricultural
sections of the Island. I am, therefore, asking you to see that Puerto Rico gets
a fair proportion of an excess consumption of sugar as may come about in the con-
tinent, at least in proportion to the actual established quotas. The proposed
amendment would produce so much additional distress to Puerto Rican sugar
producers and laborers that it should by no means be approved hefore fair con-
sideration is given to the interests of Puerto Rico.”’

WinsHip, Governor.

Senator Grorar, If there are no other statements, the committee
will recess subject to the call of the Chair.
(Whereupon the committee recessed at 12:04 p. m.)



