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BATURDAY, AUGURT 7, 1007

UINeren Seares SENAtr,
Commrrrer, on FiNANCE,
Washington, I, (!,

The committee ml, um-mmm to endl, af 10 0, g, i room 312
Sennte Offlee Building, Seantor Pat Haevison (chnipmnn) pregiding,

The Coamman, The committes will come to order. We will tnka
np this morndige the sagene bill thit pssed the House on yesterday,
nhd L owonld like to muiw nostatemoent that iF the comitten aygrens
withomey wo will give eertnin people who hnve requested to be henrd
e apportanity on Mondny, This wmorning, we will tnke the
Louirinme wnd Florida eontraversy and i we got through in time,
woonny hewr someone elke, We do not have n Tong list of rogquests,

The heavings hefore the Hovee Agrienltural Committoe were quite
full nndd they wee ol printed and o the hds of enel member of
the conmittee, 1 must request. that those who appear before the
commitloe, come propmred to mnke their statements ns brief ns pos.
gible, "Thas subhject e one et we have dealt with hefore and |
think most of the members nee pretty fomiline with the controversy.

Whe is the fiest puety Chat wants to be heared with peferenee to this
s doggistation? Who eepresents the Loniginnn delegntion, the
Louisinnn inferestsy nnd who represents the Florida intereste? Frnve
o mgrreed nonge yanrselves as to how you swant to present your
rerpeetive sides, Senator Poppee?

Senntor Peeesn, HSome of iy people have not nrevived yot, 1
\lwmltl be glad B8 the other gide is prepared to go ahead, that they
Ho K0,

The Crameman, How about that, Senator Overton?

Senntor Overeron, T will sny this, that. we do not here appear in
opporitien to the hill ns it passed the Touse, I depends on what,
it doveloped in the conrse of the huurinfz this morning on the part
of representatives from Floridae as to whether we have anything to
sny or not, I loridn desires to proceed, they may do go, 1 under-
siandd that Plorida desires to make cortain changes in the bill,
While the bill is not. altogether satisfactory to us in reference to the
quotn provigions and one or two other provisions, at. the same tire
wo do not. wanl to make any appearanes in opposition to the hill,

The Ciiamman, Your parties are not. presont yot, Senator Pepper?

Hanntor Peeesn. Not, yet,

The Criminman, Ts the Hawaiian representative hore?

Mr, Kina, Yes, wir,

The Coamman, T understood yon desired to make a brief statement,
Mr, King,

Mr, Kina, Yes, #ir,

The Cuamman, All right,
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STATEMENT OF HON. SAMUEL W, KING, A DELEGATY. IN CONGRESS
FROM THE TERRITORY OF HAWALL

M, Wasa, M, Chndenin nud memhers of {he committee, U appenr
here to vepresent the Territory as o whole and uot paeticulnely the
sugne industey as suel, Uoame spenking for the people of Twaii
vather than the poartientne indnstey, OF conrse, it s Gene that that s
our principal industey and it coneerns the welfnre of many of our
pu\npllu, ’I‘\w.\' nre dependent to a lnege degiee on the progperity of (he
sugne indnstry,

1 would Tike to vun over, very briefly, the conditions under which
Hawnii enme under the Ameviean flng, Most of this must he known
to all of you, but, from the questions that have beew put (o me, thera
is some confusion s o the baekground of the aunmesation of Hawnii,
due to the faet that we eame into the Union along ahowt the time that,
other prets of Ameriens nonecontiguons fervitory enme in ns enptuved
tervitory,  As aomatter of faet, we wore nn independont countey for
move than 100 yenes and enme under the Ameriean flng by voluntney
annesation just the same way that Toxas dide Bad i 18 trne that,
during the entive course of negotintions connencing from 1854 up to
the time of the consummation of those negotintions that Nmerien in-
tonded to treat ns as an integead paet of the United Stater, This wis
indieated in the joint vesolntion of annesntion, which referred fo the
tvoaty Chen pending in the Sennte,

The latter stated that “these islands shall be incorpornted into
the United States ns andintegeal paet thoreof™ The trenty of an-
neantion was ratified by the Sennte of Hawaii in September of
ISOT, and was pending in the United States Sennte ot the time
annesntion was eonsummnted by the Newlnnds vesolution, which
by vefevence neeepted anneaation in pecordanee with that freaty,
Noeowe came inounder the American fnge with the underst um}«
ing that we wonld never he tronted other than as an integeal
part of (he United States, That has been enveried out on the part.
of Hawnii as a Tervitory,  That (reaty was vatifled by Hawaii in
ISOT and in 1808 we were fornnlly annexed,  As on Tervitory we
have had no benetit other than the henelits accorded to the United
States as a whole,  We have shaved the duties and responsibilities
of all national legislation,  As an incorporated Tervitory, wo nre
subjoet to all national legislation of a geneval chavaetor, ns for oxmm-
ey taxation and vevenue acts, regulntory mensures, enstoms, and
mternal vevenue,  Our citizens and business onterprises share in
common With those of the 48 States, all of the duties nud responsi-
bilities of the Foderal Government, 1t is not. true of ns, as ity
he true of some of the other noneontiguons areas, that we have had
any special subzidy or benefit. which diffoeved from the mainland,
Weo have shaved all the vesponsibilitios of eitizenship, and while T
may say that this was done by all of us with the greatest willing-
ness, at the same time it has helped (o earry the burden of the
National Government, beeatise we have paid into the Iederal Troas-
ury in taxes a great deal move than many of the States, Many of
the States have given considerably less ved enue to the Federal Gov.
ernment than Hawaii,

Senator Carrer, Will you tell us abont the amounts you have con-
trilmted to the United States?
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Me, Kina, As of 1930, 0 Department of ITntorior publiention states
that. there had been prid indo the United States Trensury by the 'Ter-
ritory of Hawaii approgimntely $150,000,000 in excess of the amounts
slu-nt by the Federnl Government in the Territory,  As of 19536
the figures avein the letter swhich T will attach at the end of my state-
ment- we hive conteibutod ronghly $207,000,000 to the Govermmnent.
of the United States, nnd ns 1 recalloet the ifuum-s, thir is $140,000),-
O more than was spent in the Tervitory for "Fervitorinl purepeises,
In other words, in 10868 Hauwaii T noeredit balnnee of %"IJHJ)UU,U(N)
with the United Stades, Tt is true the military espenditnrees aree not,
ineluded in these figures, heeanse they nre for nationnl military pue-
poses and not. for the "Tervitory of Tawaii,

The point. wag made yesterdny in the Tonke by a gentleman whom
I know and respeet highly as the eminent ehateimnn of the Rivers
nnd Havhors Committes that we had devived grent. banefits from
viver and haehor improvements,  That ig tene by reason of the faet
that. the United States Government. has wided in the development of
vivers and harhors of Fluwnii as it hag in the rest of the United
Htntes, but wo have nlwnys met onr share,

Senntor Kina, ‘FPhat swas for the puepose of providing for the needs
of the Navy there, was it not, in Pearl Flnrbor, and so on?

Mr. Kina, Yos, sirg and the development. of the harbors to s depth
of 85 feet, ns mentioned hy Mr, Mansfield, was for the pnrpose of
permitting hattleships that deaw 80 feet nud n little overy entranee
to thoss harhors, \\}1- have et one share of the expensse,

i nlso velovnnt to point out that this money spent in Hawaii
on vivers and hnrhors and nlso the money on rond improvement. is
dedueted from this $140000,000 1 have mentioned,  In other words,
the $140,000,000 s after erediting the nmount. spent in Hawaii on
ronds nnd haehors and Tond-graot eolloges,

There does not seem to b any dispogition on the part. of any Mem-
her of Congross that. T have contaeted to dispute the fact that we
nre nn intogeal paet of the United States and eertninly no disposition
to diseriminato ngninst us as o Fervitory,  Most, of them r«ml’izo that,
in henring our paet of the burdens of the United States we are
entitled to all of the honefits,

T'he question is somelimes raised that we are an alien group,  That
is absolutely untrie, From the time of annexation we were all auto.
mantienlly made United States eitizens, and gince then with a gradual
cossntion of immigration our percentage of native-horn citizens has
gono up steadily and the percentage of immigrant. population has
gone down stendily. T want. to point out that. many of our aliens
are thoso that are debarred from hecoming naturalized by our nat-
uralization lnws, We have a smaller percentage of foreign-horn citi-
vong than many States,  New York _‘ms a greater percentage than
wa, and oven Californin and other States have higher percentages
thnn Hawaii of foreign-horn citizens, Some of them can become:
nnfuralized, Wao have a higher percentage of native-born citizeng—
horn under the Ameriean fu;x--t']mn many of the States,

Henator Brown, I understand we are {ming to have hearings for
only o couple of hours and it is hn{nwi e to get everything in in
that. timo, I think Mr, King would make more progress hy devot-
ing himself to the issnes than this discussion,
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The Cnamman. I understand that his brief covers all of these
points,

Mr, Kina, Yes, sir,

Mr, Brown. You have no objection to this bill outside of section
207, have you?

Mr, Kina, No, sir,

Senator BrowN, Which restricts Hawaii to a quota of 29,010 tons
of refined sugar?

Mr, King, Yes, sin '

m%ﬂ'mm Brown, It appears to me you ought to confine yourself
at,

Mr, King, Yes, sir; I will go right ahead on that point,

Senator Kina, It geems to me that in view of some of the state-
ments made in the House which were disseminated very widely con-
cerning Hawaii and its people, that the Delegate is only discharg-
ing his duty in refuting them and I am glad to have it.

The Cuamman, We are not going to dispute that.

Mr, Kina. Practically all of the attacks made on Hawali were
made by those who have not been there, Iiverybody who has been
to the Islands and every Senator who has been to the islands is a
warm friend of the islands, and they understand the background
and realizo the untruthfulness of the attacks made on Hawaii,

Senator VanpeNpera, I join ih that statement.

Mr, King, In rveference to the specific bill before us, the lminb
that T would like to emphasize is that we arve under two restrictions,
Weo share with the domestic arvens the vestrictions on quotas and
also an additional industrial rvestriction, Secretary Wallace him-
gelf testifled in an official rveport that during the period of the
A, A, A, we suffored o loss of some 500,000 tons which we could
have Produced. That was becanso wo were limited in production,
It is true that other domestic sugav-producing arvens have not suf-
fered such a production restriction with possibly the excoption of
Florida, But Puerto Rico was also cut in its quota under the orig-
inal Jones-Costigan Act. In addition to that, we have this addi-
tional industrinl ban stipulating that we must confine our refined
sugar to 3 p vcont of this total quotn. It is on this point that X
rest my statement. that there is a discrimination against us as a
part of the United States, , '

The Cuamman, Is there any restriction in the Jones-Costigan Act:
other than is in this act?

Mr, King, No, The refined restriction is about the same under
the Jones-Costigan law, but we opposed the law for the snme reason,
Unfortunately, what was enacted as an emergency measure then is
now held as'a precedent for permanent legislation. But Hawaii
has suffered under two restrictions-—one ps to \ln'oduction and an-
other as to vefining, No other arven on the mainland has that re-

.gtriction, Whatover they may produce they refine as they please
and where they please,

Senator Connarry, That is quite o differont situation theoretienlly.
They have it here and they do not export it.

r. Kina, Tho sugar leaving Hawaii is no more an export than
sngar lelwiné; one part of the United States for somo other part of
the United States, 'We are under the same economic system as every
other part of the United States,
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Senator CoNNarLY, Are you under the same economic system as to
labor and wages?

Mr. Kino, Yes, sir; so far as the Federal laws are concerned,
: Se’nator ConnaLLy. So far as the Federal laws, but ycu are not in

act?

Senator Grorar, Are you under the wages-and-hours law of the
United States?

Mr, King. Yes, sir,

Senator Gronrar., Are you not excluded from that law

Mr, Kina, No, siv, In fuct they left us out and I wrote to Mr,
Connery and asked to bo included and we were included as the bill
pussed the Senate, .

Senator ConnNarry, That is not true of the Pluli\) ines, is it?

Mr. Kinag. No, sir, I am not speaking of the Philippines, but X
am speaking of Hawnaii, .

Senator éonmnw. The Philippines are related to this problem
just the sume way that Huwaii is, ave they not?

Mr. Kina, The l’hili]i)pines have become a commonwealth and
are treated us o semiforcign country. .

Scn%tor ConnarLy, Philippine labor does come inta Hawaii, does
it not

My, Kina, No, sir, Not since the beginning of the Philippine In-
dependence Act, In fact, there has been n very substantinl repatria-
tion_of those who were in Hawaii sinco the pnssage of the Inde-
pendence Act. As a matter of fact, Congress provided that Filipinos
under certnin conditions could be brought into Hawaii, but that pro-
vision_of the Indopendence Act has never been invoked. I have
offered n hill to repenl that which has passed the House and is now
on the Senate Calendar,

If I may ropeat, in veference to this industrial quota, this is o
now_princeiple in an agrieultural control law—to have an_agrioul-
tural quotn and to put on top of that an industrinl quota. I appeal
to Congress as in o way trustees for the people of Howali, beeause
wo are not o State and we have no voting representation in the
Honre and Senate, and Congress as a whole ave the trustees for the
rights and privileges of the people of Hawaii,

My prineipal olﬁoction to this is not so mucli the material intorests
involved, 'Theve will be a representative of the sugar industry that
will go into the details as to the material intervests involved by it
and answor the Senators’ questions on S\mciﬁc })uints, but T do want
to say if this principle is accepted and established, 1t will bo like
the present ban in the Jones-Costigan Act, it will be used as o prece-
dent for a further han,

We are dependent, on two agricultural commodities, sugar and
pineapples, and if thig is applicable to one industry it may be made
applicable to another industry, The fundamental principle is wron
and it gets right down to the vital position of tho people of Hawa
who are about 80 porcent American citizens by birth under the
Americun flag, ‘

The Cuamman, Your practice heretofore has been to bring sugar
to .o Pacific const by Howaiian intevests and refine it there to about
75_percent, is that right{

Mr, Kina, Yes, sir,

The CuammaN, And very nearly 28 percent of the remainder has
boen sent to the oast const for vefining purposes; is that o fact?
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Mr. Kina, Yes, sir; and that has been o very recent development
only within the past 6 years or so,

. The Cuamsran, Until recently, how many refineries have you had
in the country? ) i

Mr. Kina. At the time the Jones-Costignn Act was passed we had
oune refinery, refining about 20,000 tons of sugnr, .

The Cusmman. That was all that was vefined in this country?

Mr. Kina, Yes, sir, i

The Cramman. And this does not cut that down?

Mr, Kina. No, sir, .

The Cuamman, In other words, it leaves n status quo?

My, Kaina, Practically, o

Mvr, Chaivman, may I requoest permission to file for the record a
copy of tho letter I addressed to you giving the basis of the Tawaiian
position? i .

The Cuamyan, Yes: that may be inserted,

('The lotter referred to is as follows:)

Avnin 28, 1037,
The Honorable DA HarnisoN,
Chatrman, Commitice on Pinanee, United Stateg Senate,

DEAR Sk Propoxed sugnr legislation ik now rveceolving the nttention of your
committes,  As {t vitally affects the 'Forritory of Hawall, T weite, as Doelegnto
from that Teveitory, to urge that Hawall be accovded 1id Just posttion as nan
fntegral and fnseparable part of the United States and that it veeelve tn all
respeets cqual and equivalent treatment to that necorded other parts of our
country, Any other (reatment wonld be unjust and un-Ameriean, and wonld
violate tho undevstanding under which Iawall beeame a part of the United
Statex,

Wiillo the pending measnres relnte (o gugny, the Issue 18 far broader than
fte offeet on our sugny industey, important an that {4 to onr Fervitory, It
affeetr ovory man, woman and ehild in the Tereitory; [t affeetr overy indus-
try: it afeets all oy commerver,  ‘Phervofore, whoen T urge thexe views, T do Ko
in behalf of all our eitizens, and all our industries, for your deelsion will affect
the future status of evory restdent of the Lervitory,

JTAWMI I8 AN INTEGRAL AND INSEPARABLE PART OF TUN UNTYED HTATES

Hawail beeame a part of the United States in 1808 through the voluntary
action of two independent sroverelgnties-~the Republie of Hawall on the one
hand, and the United States of Ameriea on the other,

Digcovered by Captain Cook in 1778, Hawall war an fudependent sovereignty
antil s annexntion In IRS--flest o kingdom and Intterly a vepublie, Tn 1870
it made a reelproetty treaty with the United Statex under which each ad-
mitted the prineipal produets of the ofther, free of duty,

In 1807 a treaty of annexatfon wax negotinted hetween commisslonors ap-
pointed by the Presidont of Hawnll and the Honovable Jon Sherman, Secve-
ary of Ntate of the United States, which stated ns fts purpose: 9% % *  that
:}mso lfs'l‘mula shall bo fncorpornted into the United States ax an integral part

voreof,

Thig treaty was ratified by the Sennte of TInwall Septomber 0, 1807,

Amnexation was accomplizhed hy the Newlands vesolutlon (Res, No, 88 July
7. 1ROR 3 30 8tat, T., T60) of July 7, 1808, which veeltes that!

“Wherean the Government. of the Republie of Hawanll hinving in due form
signifled fts conrent, in the manner provided in ite constitution, to code * * #,

“Resolved by the Senate and House of Representativea of the Unlted States
of America In Congreas assembled, That said consion I8 aceopted, vatified, and
confirmed .o

On Augaat 12, 1898, puranant to the treaty and vesolution, the soverelgnty
and property of Hawall were formally ylelded and teansferred to the United
States.  In the attendant covemony, Pregident Dole, of the Republie of Hawail,
made the following statement to Ion, Harold M, Bewall, United States Minlster:

“A troaty of politieal nudon having hoen made, and the cossfon formally con-
rented to and appraved by the Republic of ITawall, baving heen neceptod hy
the United States of Amerlea, 1T now, in the interest of the Hawailnn body
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politic and with full confldence in the honor, justice, and friendship of the
Amerfean people, yield up to you as the representative of the Government of
|l|le l{nl}cd States, the sovercignty and public property of the Huwallun
Islnngs,’

The property of the Republic of Hawail was thereupon transferred to the
United States, This property included funds in the treasury, the publie bulld-
Ingy, forts, docks, and Hke improvements of o value of $,271,040 (Report
of Unwaiinn Commission, 1808, p. 12).  Included nlko woere the public lungds
having an avea of 1,720,000 neres and of an estimnted value ranglng between
five and thirty milllon dollnvs (Hawadian Investigation, U, 8, Senate subcom-
mittee 103, pp, HRI-HRG),

The Tervitory of Hawall, as an incorporated Torritory, I8 subject to all
natlonnl tegislntion of n general character, as for example, taxation and reve-
nue aets, regulatory mensnres, customs and internal revenne, constwise ad
shipping laws, and the regnlation of Interstate commerce, Ity ceftizens and
husiness entorprises shave, In common with those of the 48 States, nll of the
duties nnd responsibilities of the Federal Governmoent,

All Federnl taxes and other internnlevovenne receipts go into the Trensury
of the Unlted States, For many yeavs thoe total internal-revemie collections,
neluding Federal taxes from the Territory have hoeen conkistently greater in
mmount than those of 18 Btates and in 1030 excerded those from 10 Statoes,
(Moo appendix.)

Dr, Irnest Gruentng, Director of the Division of Tervitories of the Doparts
ment. of the Intevior, 1n an interview which appearved In the New York Times
of November 4, 1034, snld:

“Hawall * * % has padd an average of more than $5,000,000 n year to
the Contral Government for the 84 yvears sinee nnnexatlon, 'n totnl of $185,
MO000.  "Thie Contral Government has spent an average of a littlo more than
$1,000,000 a year, a totnl of $35,000,000) on the Perritory, thus loaving a divect
net profit of $160,000000 in taxes alone from these islunds, It I8 the ouly
exnmple of sueh o profit in Amoerviean history, Hawall pays moroe taxes in
Washington than do 19 individunl States,”

The Institntions and ddeals of the Terrlitory nre, and long before nnnexation
x‘(-r‘v. sueh an are shared by follow Amerieans In other parts of the Unlted

ntes,

Ax ghown by the 1930 conkus, the totnl popmiation of the Territory war
305,380, Of his number 200,700, or 814 percent, were nutive horng only 180
percent. wore forelgn born,  Phis compares with o conntry-wlde average of 11,0
percont. of fovelgn horn, and an avernge for Callfornin of 189 percent forelgn
born, and New York 200 peveent forelgn horn.!

There 18 no logleal, honorable, or legal basls for diseriminnting against the
Tereitory of Hawalf in favor of any other part of the Unjted Staten,  Itg ¢itie
zons are cltizens of the Unlted States, They bear all the burdens of cftizens
of the Unlted States and nro entitled to all the honefits of citizons,  'The Ter-
vitory I8 on Inseparable part. of the United States: it heenme n part of the
United Btates as the result of s voluntary act as a sovovelgn state; it trans.
forved 1ty property to the United Statos and snrrendered fts soverelgnty under
the provisions of an agreement thnt it was to heeome an fntegral part of our
Nution, A« cltizens of onr country, wo axkk and expeet in simple _‘uatico that
wae bho accorded equal trentment with the vest of our country,

TIHR SUGAR INDURTRY IN HAWAIX

The growing and manufacture of sugar ix the principnl industry of the Ter.
ritory. o reprenents an investment of move than #160,000,000; employs di.
voetly approximatoly 50000 workers (ahout 40 peveent of the entiye celvilian
working population), and more than 110,000 perrons——workers aml thelr
fumilies—1ive on the plantations,

sugar has been produced in Xawall for over 100 yeavs, Prior to annega.
tion the annunt produetion exceeded 280,000 tons, At the present time the pro-
ductlon Iy approximately 1,000,000 tons por annum, The Inereare during the
entire perlod has been gradunl and has kopt pace with the Inerease in the
consumption of sugar in the United States,

In 1005 Hawall supplied 144 percent of the total sugar reguirements of tho
United States: in 1084 it supplled 140 povcent; and last year, 1036, it sup-
pHed 14,0 percont,

3 Btatiatienl Abstract of tho Unlted States, 1030,
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This tnevense (0 pradietion hing come abont Inegety through the infroduetion
of better quadiy enne omd fmprovest agelenltnen! methods, whiel hinve veanliod
- inevensed Vielda por geves Researeh nud experiimentnl work, pald for by
the pradueers af o cost of more han SN0 per annam, hing formed the bpals
of 0 hghly developed syatom of porimnent agrienltuee, ino which soll con
corvation paxe nn eeeontind pavt,  Phe quatity of the Thrwatinn sobla, fnctend
of being fmporverighed over the yened, hina heen stendily ingwoving,

Two yenres nee reguired (o grow 2oerop of eane In the Porellory. Pane
fhivts of the eane praduced roguivea frvlgntion, and na 1 tnkes more than
ALY gattons of wiater (o grow o fon of agave, o enerimons il depengdnbin
sapply of water s ccaentind,  In consequenes, 10 e hoen nerseaney o fhe
Manttions to ospend Bnvge saima for feelgntion worke, water ofton helog
roveht feom Tonp adistnnees throngh tunnels pmd ditehos nod ggeent hinh 1y
mampe installed, o some planttions the codt for ferfeation worka exeeeds
X400 per nerve,

These fetors Tve mpde o ueesssanry foo conduet fnvmbng operatlonas on n
e seale pnd B the torm of corporntions  theve Behigg fnoabl WY planatatbon
The ownerdip of these plantntions 4 widespeogd, theve helng pore Thn
VOO stochholders  Inondilittion, n sy tent of mtherent pinsteis hng arown up
wheve fndividnnl fvmers cultivpte el owne tepet It ooy the aae of
many phapiatton corvioon Pheve nve more thin 400 of (hoas plnnters,

OF the 230000 acves devatod (o sy gvowtng, 15 pevoont b oon fonsmt ol
from whdeh the Poreitoring govornment nmd hodeeda of privete levaors vocelve
reninls baced on the retnems foom sy growie I nddblon, approchimniely
one ofalith of ol (the B i held fn trest cthe Rishop ogtnie) outirely for the
honetit of elivitble and edueatfonnt poepeses fn the "Poeritory, Not oanly fs the
el swnership of the plantations widely disteitmted, at the benelits of the
fndnstey ave dissemiuntod theoangh the entive ponnintton,

The plantations pay the grent btk off (he Perrttorial tnxes, Hoene g dw
faned on the same basts e improvest Invdness propeety fn the eltles, A come
mrison of the property faves paht on siingne peoduetton e the "Foveltory with
stmilare e padd elsem hiers CHIIE A shone !

Mevaere
nerervap

Hawnil . . et o
Lonfsinnn . . .. . . ) 200
Reot neey . oot

Recoruizing the vights of Wnhor, s woll ns the necossity of having eompedond
waorkors constantly avpitable, provision hins been pende for yene vonnd employ-
ment o and comfortalle honses, voeveationnt faettitles. nwd medient and hosplind
serviee ave provided withont ecost to the omptoyee. The K hone day s fn effeet
W fhe s miiths, ohild Wbor fs vl permttted. 'he compensntlon pnid neel
onlteat wavkors in the saene dustey fn taawntl te iehow than the average
dd pevientneal workers i the reninder of the United Biptes,”

Ktatements bave been ofreniated to (he offeet thnt the Tinwatlnn sugne tdase
10y omplovs chonpy, oviental nbhor pf low waness 'Ihe faed I8 dbrweetly (o the
eonfrary s the wergos padd in 1awndt nee higher than those pabd sbading nerleal.
ral Inbovers elvewhere fn (he Undted Rtntos nud the eompensation and Hvbng
arrronpdives ave move favorable o the wovker,  Foewned lookbmg nnd Hbornl
Tabor paticies long peacticed tn tawall ave ontitled to vecopnition nud eonw
mandation,

I orroncons stafemonts vespeeting this matter continue to he elreulated, o
Govermment favestigation of Inhor conditions in all (he simgavpeaduelng nveny
wanrld spem wareanted,  CThis wonld settle the auesttons of et involved,
Hawafl wonld woleome sueh an fsvesthition and wonld eaopeente fully,

The Mgh taves, high wages, and other conditions obfminiug v Twall resnlt
In relatively high coxta of produetion,  In torms of vefined supar, it costy 4,11
eonts ta produee a ponid of sigae in Hawadl as compared with 303 contn for
boot sagar in the United Rtater (U, & Tavl® Commirsion Report No, T8),

The fneome of Wawall from sugar and other produetg goos, of conrre, for
the praducts of other partg of the United 8tates: for milk, ments, vegetahlos,
fionr, pork, beef, lumber, manufactnread artieles, and other things which Hawnll

Dopartment of Agvienlture, the ofice of the Governor of Yawall, and U, K,

:;n'ungd on U, & Tariff Cammisgion Roport No, 733,
Tpnttment of Labor,
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does nob produee In suflcdent guantity, o 1930, Hawall hought  $86, 700,000
worth of the produets of ofher pnrts of one country,

I 1, Thowndd purehassd more products from the rest of the Unled Siater
than were purehnged by any bat five forelgn conntries, ng 19 shown by the
followlng table comphed from statisties publinhed by the United Btates Depart-
ment of Conmmeree

1. Unied Kingdom. . . - - e $ 140, 000, (0D
2. Canndn . 0 0 L L . e e e BR000,000
B dnpan - e e . I 201, 34, (HN)
4, Frnnee . . . . e 120, 000, 00
h, Qormany . - e e e 10D, 6, 000

Teanerony oF Hawane .. 0 . et e e RBDTON, 00D
0, Mexhen . A o L e B, 000, 000
7. Belish Houth Afrlen . e e e e e e TTL 200, 00N
R, 'ubn . . - . — e 47, 400, ()
0, Belglum . S e nR, K, (NR)y
10, Haly . . . . fiR, RO, (KK)
1 Anntentin s P a8, Ny, (0
12, Argentinn . . . e B0, i)
1L Netherlnmls . . S e L. N2, KIK), (NH)
14 Mreazii . e ~ 4D, 000, 00
1N, Chlnn . L e - L . 43, KN, (NN)
1, Hweden e e e S8, 100, 00
17, Cotomblin . . . e S 2T, 000, 000
i85, Biritlsh Indin. .. . R [ L 26,800, 000

White Flwnll grows agelooltueal products heshites sugar, sagor 18 the back-
hone of Hawallnn economy,  Land now used for sagar ennnot he econmmieally
used for other protucts,  'Fooyestelel the free flow of sagar from Hawall In
Ideratnte commoree, wonld he to steangle the Islnnds,  Automatienlly it wonld
reduee the porehase of gomds from other parts of one country, bt heyond
that, W wonld pieentyze the basthers e and commeree of Hawnll nnd would
ek up te nnemployment,  reduee Poreitoria) dnemne from  {nxes, lessen
money for eduention, aud being ahout the futnd consequencer of a langulshing
essonthnd hulnstrey,

I confident that with 0 knowledge of the faets, Congress with not perimit
KD 0 Wrong,

HAWAIL UNDER THE JONER-CORTIOAN AP

Sugne wae not nelwded orlginally ns ons of the basle commodities under
the Ageleattnent Adjustinent Aet,

Howevoer, on May $, 19834, Congress enneted the Jones-Costlgan Sugnr Act,
s provided o systom of quotns under which the conunptive requirements of
continental United Btater were nllotted to the varlons sugar-prodneing areas,
As originnlly proposed by the Presddent, there was no diserimination against
Hawnll, but dueing the constderntion of the leglsintion In Congress, minimum
quotas were writton futo the b for continental heet gngnr and continental
enne kg s Hnwntt helog relegated 1o o secondary posttlon as a participant
(with forelgn connteles) In what was left. after the continental guotas were
wlisflodd, At the sme thae the eane sugne refiners suceceeded in dngerting a
provision which resteieted the gquantitles of reflued sugar (as dlstingnigshed
from mw) that conld be brought Into continental United Sates, Under this
provislon, Hawnll wag vestrieted to 20,010 tons of refined sugar, or approxi
mately § pereent of Jir totnl sugnr quota,

The bansde prinelples of the Jones-Costignn Act were the restrietion of pro-
duetion Cor supply) of sugnr 1o conumptive requirements: the imposition of
provessing txes on gugne: and benefit payments to sugar producers incon-
slderation of (hely agreedng to erop vesteletion and lahor standoaeds, detetr.
mined by the Seeretnry of Agriealture,

"he bhasts for the pllotment of gnotag was to extimate sugar confimption in
conthental Unlted States--nnd apportlon this among the varfous areax upon
the busls of provious production for representative periods,  Continental heets
uhd continentil enne were, however, given fixed minfmum quotas (1,530,000
tons for beets and 200,000 tons for cane), which exceeded thelr nverage pro-
duetion In the representutive perlod, They were also glven a fixed percentage
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of the nmount by which continental consnmpiion might exeeed the bhase flgnve
of G000 tony,

The offeet of this legisintion fnzofar as Hnwall I8 concerned was threefold,
West, it eveated for the fivst (ime 0 new governmental coneeption of the tnlted
Stntex, “eontinentnl” United States ns distingulshed from the Unbted Bintes
Pself add beenuse Hawndlb was outalde “eontinontal Uatted States™ geogrphi.
enlly, 16 was it in the position of belng ontside the *United Rtates™ polltieatly
aud was velognted the positton of an “offshiore” aren, with the nxalny posses-
stons of the United Kites and forelgn connteies, sueh as Cabn?

In the soeond place, beenuse of the fixed mintmum nHotments (o the contl-
nental boets awd eane, i phiveed Towadt in the position whoere i eanld only por-
tieipate with forelgn commteies on the sime Hmbted sl Inowhatever might he
Toft the reatdue, so to speak  a distinely fnferior position to thnt occupled by
the States,

In the thivd place, not only did i plaee a vesteletion upon the qunntity of
sigen e whieh Yawail might <hip nto continental T'alted States, nd henee the
nmount which i conld produen (for Hinwablan sugne ennnot be cconomtendly
mavketed olsowheroy but ovestyieted the form in whileh 3 vonld be fenns.
ported = nll in exeess of B peveent had to he fransported as raw sugne, aid not
an vofined sugnre althongh the only difforenee (8 that vetfusd sngae i1 mw snene
with the rennintng malasses washed ot of {0 just HRe telling Catifornin that
{1 conld ship wheat, but not tou,

As provided fn the Jonex Costignn Net, the Meevetney of Agelemltare procecied
(o AN the sngay gqiotas tor T and xed that for Thiwadl af SHEB50 tons, vaw
vatue, Phixowas novednetion of TR0 tons per nnnnm es eompared. with the
shipments from Thawatt to the mpinland duving (he previons 3 yenes, ax shiown
by the following table:

Tanx

L L1133 R e e e e T, 00
Y L e e e e e e - emne e cmmm e O OR)
OB e e mamce e e e e e e e e N ()
RNONT AVONRES o vne e o e . T | L AL

TR U+ merv e cn s cmnimme oo mrmemea e ma o e = TV
Avorage roduetion por annmm. . . o arcn s e e e T4, 080

on Awast 17, 1034 the Hawalinn ‘n'mhu'nrn Med sult o the Disteiet Coneg
of the Distrier of Colnmbin to get astde the guota nllotted to i, nnd ehnllenging
the valldity of the net, On Octohor 22, 18, Justiee Jonnbngs Balley lied an
optnlon upholding the validity of the net and of the Tinwallnn gquota, ‘

An oappeal was thon prepaved, but as the vesalt of conferences with the
Department of  Agelenlture an agreement was made on Decomber 22, 1,
botween the Seevetary of Agrieniture and the Hawallan producers which pro.
vided for the exceution of adjustment contracts, for benefit pnyments, st for
roviaton of the sugnl quotas Dased wpon a reoxanihwmtion of the sintlsties fop
the veprosentative yonvso It also provided that apon the excention of {he
adgustment eontraets the Helgation would be terminated under n stipulation
that 1t was to be without prejudiee,

Adlnstment eontwets were Inter exeewted and, in necordanee with the ngree-
ment with the Secretary, the appenl from Justiee Ballop's docdsion wan dis-
missed on July 181085 puranane to an agreement the partien flled n conrt,
which provided

"1t 4R horehy agreed hetween the parties to the aboveentitled ennse that (he
adjudieation in the conrt helow in sald entme v not (o he asserted by ejther
party In any other proceedings in this matter as the Jaw of the caxe fnsofar

S T——

4D, Veneat Graening, Direetor, Mviston of Torvitorles nnd Istand Pogressions of the
Vopariment of the Interior, tn tostifying hotore the apeelal aubeommitten of '{m Connlttee
on Agrienlture {n eonnection Wih hearings on LR BIRG (p, BT sald e “Our protort ix
omhodled v the faet, as 1 sy, ”"i' the hill perpotuntes t‘ New googranhy, T ereatos 1wo
kinda of territory for Any vlo‘\. toorenteR a continenta l!\\(l m‘ oftahore Amorlea,  Wo
eannar peoamive mieh o division and rueh adistinetion, Sheve s vo Sireant o Juntifs
entfon for 10 whatever,  Wo think it i Just an wpwarianted 1o make this division, an {o
wake nosimblar division hared on any ‘\h,'nlom ar hiistorienl facfor sueh ax the l\llnulnup»rl
Rivor, for strnee, and to say that Amevieans H\‘h\{x wont of !I\nl river are ontitlnd_ to
Aome hnd of connideration augd .\n orfenin oang of 1t to nvnmm; KiIna, op o hivee wieh ddla.
erimination on the Continental Divide, ov the Magon and Dixon's Tine, o anly kRinw one
kind of Amorien, and that fneludes all the land whore the o n‘x filon, nnd Amerlean eltiprns
dwell, Wo 0o noat pecogilze vwa Kinda of Amerleans, continentals and offshors Amerl
i i R W oAl recoiize anlv two eliaadt v‘nMuw-«ulmm‘n!h' and forelgn.”
Fhen designated The supeeme Court of the Distviet of t'olumbia,
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ns It velntes to the right of Congress to diseriminate agalnst Iawall as distin-
giished from continental United States,”

Ax the dJones-Costignn At was deemoed emergeney legisintion and that of a
femporary churncter, the Hawailnn producers folt that it was their duty to
caopernte In 0 operation, provided they were nccorded anything Hke falr
recognition,  They were met in a feiendly and fade jpieit by the representatives
of tho Depaetment of Agrienlture, and the sottlement arvived at was deemed to
he o practieal disposition of a ditlienlt problem,  H was reatized that it wouli be
Imporsible to depnrt from the provisions of the Jones-Costlgan Act. without
upsetting 1o M entivety, nnd that this was not to the lnterest of any sugare
producing nrea,

The agreement dismissing the appenl was speelndly worded «o that the Hii.
gntlon would not constitide o holding or declsion thit fiawall, under the (fone
stitution, conld he treated any Aiferently than any other part of the Unlted
MStatex,  That Justlee Batloy's decislon was not consfdered finnl elearly appenrs
from the fuet that the adinstment contraet gave Hawall an fucerenso in ita
guotn of BAR0 tans over the quotn fixed prior o that declsion,

THRE ADJURTMENT CONTRAUT

The terme of the adjustment contenet and the effects of Its operation nee
rueelnetly atnted hy Necretney of Agrlieultars Walluee In hin veport to Congress
(N, Do, 274, Thhe Congs, 84 8esk,) 3

By the terms of the Huowading sugne-production-ndjustment. contraet, the
plantation produeers agreed thant they would make the necesrary reduction on
plantation fand and not on that of the 3,002 sl ndherent planters who woro
pudd e jhinve of the benefit paymgnts by the plantation producers, A total
neen of 228K peren of plantation sugnrenne Innd, or 08 poreont of the
077 neves of lnnd on which eane was grown under plantation adminiaten-
ton won futlowed, nnd thereby taken out of production, tn the conrse of veduce.
tion aof the guantity of sugne produest, Nooredaetlon for the purpose of
resteletion of prodvcetlon wax midoe In the aven of 82,000 acres on which the
WOOL ndherent plnnters grow sugneenne,  Durlng the 2 yoprs of 1034 and 1085,
the totnl arens of ndherent planter lands which were withdrawn from sugor-
cane proaduetion dane to viavloun waenl enuses, nmonnted to only KK aeren, or
one-quarter of 1 perveent,

“he 3D plnntation producers alvo agreed that they would bring about ‘redues
ton In production vequived by the contranet In snell 8 manner ng to enure the
least Inhov, ceonemie, and goeln) disturbanes’, and, pursunnt to this agreemeoent,
they did not dischnege or ny off any of the workers employed on the several
plantations by rearon of sueh reduetlon of produetion, or heennre of any pros
viglon of the produetion-ndgustment contenet,  In additlon, the contraet e
eludod Inhor proviclons which prohibited the eomployment of ehildren under 14
yenrs of age, Bindted Inbor of chlldren hetween T4 and 16 yenrs of age to &
howrs Aoy, and ealled for compliancee with any minklmum-wage or maximum.
hour determinatlons hy the Heevetary of Agvieulture, It alko provided that
the Reevetnry might adjudicate lnhor and eontract disputes,

“The plantation producers, on November 1, 1088, fnaugarated a new honua
aystom by which the employees recelve a larger share of the veturns from
higher prices of sugnr, Ineluding for the purpoges of this bhonus benefit pny.
ments et of the price of sugar, 'Fhe total payments under the honus plan
for the ‘wrlml of G months, November 1085 to Aprll 1080, s estimated at
$1,101.020, It {s olro estimated thnt sueh bonus payments would have
nmounted to hetween $2,000,000 and F3,000,000 per nnnum, hnd bhenefit payments
bheen conthimed,

“Under the 2vear evop eyele on whieh sugnr cane 18 grown in the Territory
of Mawnll, the veductlon in produetion alrendy eoffectunted puvsnant to the
contenet affoctn the 1088, 1080, and 1087 crops to the extent of n total entie
mnted reduetion of H22,028 tonk of augnr,"

EFPREOT OF OFHRATIONR UNDER JONFRCORTIOAN AQT

Turofar ns the JonowCostlgnn Act 18 concerned, the effeot of itk operation on
awnll may he summarizod as follows:

LIt vequired the abandonment of cane produetion of 24,238 acven of land
(108 poveent. of the total eane aren). 'Thin veduetion was nbunrhed entiroly

‘hy the plantation producors,
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2, 'raduetion was rodueed duving the 3-yone peviad 100, 1036, and 1937 hy
e esthmnted npgreegate of H22.025 tons

A The howy, wiage, nid other Inhor provigions of the agreoment were mnde
offective: no workers woere diselinvged bheennse of the reduetion, bhut all wers
retntned fn employment, and they paetelpated in the proeeeds of the henetit,
myments,

4, Bonefit poyments woere mnde (o the prodoneers, 1o compenspte them for
thety voduetion tn pradnetfon and (o bring abhont prily priees, "'he amonnis
P Hnwation produeers ae compnred. with those pnbld producers in ofher
nrens wore as follows (for 1104 30 ¢

Beot aren (per ton of sugar) Lo I N
Loufginnn Florida eane aven (pov ton of sugoav) .. . PANLL
Hawnit (por ton of sugav) | o 0. 80

No payments wers mnde for the peviod following Decomber 31, 110380, due (o
the Invalidntion by the Saprome Convt of the AL AL AL processing (ax,

Ar oghown phove, the payment per ton of e was actunlly only one-thind
ns e ax that padd to Flovida and Londstnnn produeors giad less thin twe-
thivds of that pfd the Beot growers,  Bugny produetion in Hawalt s only
possible as a Inege-seate operation,

The benefit payments dht not vesult iy wnvensonnile protits to the Hinwatinn
prodieers, B the 2 Yenave TR 30, during which honotit pnyments wore padid,
the average retmm to Al the plamtantion pradueevs in Vawndl nmonnted (o less
than Gy pereent per anunm on thetr invested eaplind, probinbly o lower wel
profie than that teeefved by produeers or processors i any other domestie aven,

BRIV AAP LFUALAION

TThe AN A was deelpred tnvalid By the &uprome Cowet on Januaey (3, 1030,
I eonveqionee the provessing tpnes ol henetlt }m\'nwmﬂ under the Jones-
Costigan Aot terminated, Voral nnthorities wore of the apinfon that the gquotn
provisions of that ner woeve sevevnble and were st eNVeetive,

Howover, the Jones Costignn Aot was an omergeney aet nnd for o Himlied
et By s own terms A0 was 1o exphire an May 8, 17 (3 yonrs aftor is
enaetment ), o i might be teviminnted envtier at the disevetion of the Proshdent,
Reeopntzing the neeessity of contiuning the quatn systom pewding the econsldorn-
tHon of wmore povimanent legisintion, Congress by foint vesolution  (Pablle, 108,
T4 Congd approved by the Prostdent June 1 1030, continued the gquote provi-
slong of the Jonex.Cortigan Aet antil Decomber 81, 1IMT,

PERMANENT WFGIRLATION

The Prosident, on Maveh 1, 1037, addvessed Congross, pointhgg ont (e derlnhil.
ity of itk considering the eunctment of new sugav logistation, mnd vesompending
the enactment of a quot systom, conpled with o processing (s, and bonofit pay-
ments, Howas pointed ont that gneh legislndion shonld proteet (he interests of
hor pud of (he small producer, and that safognards Khonld be imeladed whieh
would effectivaly pratect the consmne,

On Maveh 20 10T, Senators O'Mahoney awl Adams inteodueed a sugar M in
the Nenate (R 1T and an ddentien] DI (K, R B wan titvoadueed In the
Houne hy Reoprosentative Mavvin Jones,

Hawaii was shoeked (o fhind that thexe measures, intended ax pevmanent logls.
\a‘mnn. not ondy perpetaated the extsting diserbuinations pgninst 1 bat erensesl
them,

The rertonsness to Iawail of (he onnctment of permanent logislntion of (his
ehavaeter I at onee apparent,  The Jones Costigan el war omergeney logiss
Intion, to rerminate ] years, or oartfor, by ftx own torms, Desplte Hs Just
complaint ot this measure unfaiely diseriminated agninst {6 I favor of ofhor
pares of the United Rtates, Wawait folt that n view of (he emergeney 11 was {ts
aney e eosperate and joln in the progeam, i (he reasonable expeetation (hnt
when permanent Jegislntion was eonridered ft wonld bo pecorded 18 Just postilon,

Hearings an T, R B328 wore held bofore a speelal subeommitiee of the Come-
mittee on Agrienliare (Mar, 15-82, 1087), at which thme all intoreatod paviles
woere glven an opportanity to prozent their viewa,  Representatives of Hawall
pratested against the provizions of the MR direriminating ngainet the Toerritory,
fnd urged that 11 be placed on the Ramae bastr ar other parta of the United States,
D Erpost Graening, Director, Divislon of Territorios and TRInnA Possessions of
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the Depnetiient of the Interior, nppeared in behadf of thet Depnrtiment, wul nrged
that ftnwntl he frented on an eqgunlity whth other parts of onr conntry,

On Marel 13, 1837, the Seerctury of the hderlor sidreessed the following letter
fo the Reerotnry of Agrlenttore:

"PHy, REORETARY OF THI INTERION,
Washington, Mureh 1, 1037,
The honornhle the ReEerersny or Aaricory vRe,

My Dear M Seewerany s 1 destee to epll to your attention some of the grave
digerimingtions ggdnst the Terrlitory of Hawall whieh ocenr in Bennte btk no.
:;m‘k Ipllg"chwml by Senntors O'Mahoney wnd Admmns, awd In the companton W,

. R b2y,

The position ot s Depnetiemt haw teken conslstontly: and - wishes to
vreempibnalze ot Ahig thme I that the people of Howall nre cltizens of the
elted Bintes o the fullont gepse of the sword ond that any diseclimbnntory
trontmeht of Hieme In teglsintlon I8 anfast and anJustifinhle,  Spocifiently thelr
s e phaders nee entitted to the conslderntlon that g secorded the heot sugne
nrowers of Colorndo or Mlehlgnn, or the eane growors of Flockdo and Lowdstnnn,
Phownll In an integent paet of the Unlong 10 pnys more tnxes to the Fodernl
Vreonaury than 1 of our Minles,

Edo ot destee nt thig thine ta go ndo detalle wpecifleally rogneding the half-
dozen or more presnges in this b which nree diserhedantory and unfalre to
Tinwnll However, 1 hinve aaked Me, 19, Ko Burlow, my administentive asglstant,
und My Freonest Geaendng, Dleectar of the Diviston of Pereltories and Tland
Porgesslons, to ke up these digerhininntions with Mre, 30 B Hutson, Assistant.
Admbntstentor of the Mgelenttarnl Adjustment Adininisteation, and Mr. Joshun
Bornhavdt, Chief of the Bagnr Reetton of the A, A, AL, with a view to securing
the valinborntion of the Depnrhinent of Agrlentture fn abtalnlng nmendinents
to thig Wi g0 that the Tnjustiees to Thiwall may be ethninnted,

I'l tr my hope thnt we may conut on gonr gympathy and cooperation in this
mutter,

Nineorely yours, CHARIFR WERT,
Acting Keevetary of e Intertor,

On Apell B, 1T, Beerotnry of Ageleutiore Wahneo teansimltted to the come
mittee nodeaft of n B, whdeh, while vetntoing nll of the essentind provisions
of the peanding b, plieed Tinwall on the anme hasln as the reat of the United
Hintes, T Wik detter he atnted

Wil adeo he noted it the suggested changes wonld effectunte the reeom.
mended peinelple of fobe trentiment among 0l dmestie nrens by avolding any
revimbntion with vespeet 1o elther the vight to enrey on manufactoring
operatlioe or the eight to paetietpnte in deflelts and Inerensos In conaimptlon,”

"Thin recognitton, by the pdmintstention, of the stptus nnd rights of Hawail, is
shnlflennt of Ha desre to tnaare that Jugt and equitable trentment he aecorded
our "Perrtiovy,

Bat the equadtty of trentmend proposed by the admintstration has not heen
neeepted, nud vavlous Interests nee yrghng provistons which wonld permanently
paee Hawall In the stntas of o foretgn conntry,

Hawnll doer not nslk an fneveared guotn, 1t does ot ask an additional
pound of sugne. TE ke pothing that affecta iy the slightest degree the Jnteresta
of any other agrleattaral prodaeer In the United Siates,

AL I arka v pecoguition of 18 just status an on Integeal and inkeparable
|’n|i| of the United Binter: trentment upon a parity with the States of the

nion,

Homny he gsked why, If Hawall 18 not seeking odditionn) quotas, It s so
concernod with the peding leglslntion,  Tta eoncern Hes in the fact that this
i permmnent leglslntton, and iF Hawall I8 placed Inoan inferlor position, 1t s
imovitnble that tn the fatare it will be sabjeet to poxatbhle rednetlons in its
quatn or farther digeriminntory trentment, and, having onee hemy dixeriminated
nguingte W will constitute o precedent for other and favther direriminations
ngningt e Terettory, which wiil affeet ita other Industries, and indeed the
rights, privieges, and Hhertlos of nl) of i1 cltizenn,

THE ORPORTITON TO THE RECOONTTION OF JIAWAI'R WTATUR

Howonld s&eem that there ghonld be no objection to glving recognition to
ll;\lwul\'a clabms, But there i objection by the Atlantle eonat canesugar
rofiners,

8407 - 8T =D
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T np\nwmun of the caatorn epne aupnr votinerd ta hased apon i faeg thnd
1 Hwntl fr phitemd on oo eguadity withe the rest o the Vindted Bintes, 1wl
e longer e sabifeet (o the resteletion proventivg HC from fennepoetion mine
than U pereent of e sipne na vetlned siane, Tl voflnees conteml they will
B B nvest A8 vt b pormbeied t tennspeort s angne nw relined sienr, for
the Hanwatinn wgne they now vefine wonld thew be refloesd In Hoawnll ol
ey wonhl lowe this nsiness,

Aa inter pointed ong, this fa only, o poavt, e basla of (he reflneed oboetion
Vander the Joues Costignn et prenr nve roatvivtel feome bennspoeinthoe of
votined siae i oneess of the foltow e pereentiages of Thele vespeetive gquotng

Pevesnt Prveent
Pvtn e AV et
Phitippine Tstnmis O nawan i n

NoHmdeatton whntevor fa pinceed wpon petining by ome o ool growers in
continenl Palted Rintos,

The Rupgnv Aet of IR propaises (o porpwtunte (s eondBion, vimder which
Yt i oot permitted to vetine e own s, ieyomd 3 pevesntc swhille Caba, o
foretun connin s fs permbeted o ek tn 22 peveent or et seven (hines
the pereentaae of the 'Ferviiaey of Flawall,

Teowoubl be equally Moghent amd antnbe to provent Colorndo feom eofinbng
s from the heees granw s there, md to comped 1 to )hilp R row s (o Chienpae
for velining.

The eastern vethiees' abjeetion (oo eguid trentment for Blawnll e nog onty
bBased wpon thete destee o prevent B feom retinbigg e onwn sapne i the fony
it Poeves Rive, the PRApRIes, swd Cadae will alsa e pormbted (o bving
W thete eitve guais e the forme o vefined gy, Bk thess fonea farnish
e prrper st tov attempring to depeive Hawandl of e net elphis

Wawntt ta uot obfecting to the proposed sugne aet fhigdy beensp 5 pro.
Db (0 feom vetingng 1te own gy, 10 pshs eqund ferontimmn beenime s
erfmination i any vospeet now, Wil fnvite faethor diseriminntion (n the
o, wor only ae vespeets supiae, bt ngvespeeta othee nmtters, Phe vlund
o totine e o soae b bt on paet of @ fae lnerer mul moes lmporiant
stontton, 1 ds o ootter of peinefple on whieh (here onn by i copmpreombse,

RFFINEFD SUUAR FROM W AWAYY

The castorn wfineries v thete destee (o perovent eqgual teentment tor Tawall
v e voneoutepted (hete attaek on vetned kagne feom Hawadlc An eonileavoy
{2 mte t eomy fnee mnfulivnd vetineey nhor, and oven the beeg produeees, (hind
they will e fnfieionsly afloeted,  No- sueh mfury will oveur ar the faels
Aomonaivate,

The plantation prsdneers of Hawnll veattzed yenve aga (hnt they alionhl
e thefe agetenttnenl poaeduets diveet (o (hole mavkets without the interven-
ton of middlomen,  This ix the doeteine that the Dopaviment of Agelenltaey
han beon arging ax one of (he wmost Im\mmm( tda to the favmer-ecoopritive
wmarketing.  Most of the Hawatinn producers mgny yeave agoe formed 0 non-
wartt wooperative sugie vefining company, the Californin & Tinwnlinn Sugae
tetning Corparation, Lid, wideh vollnes the sugne of (e membeors, mavkets i,
and votuens e pocetdr to (R members,

This cooperative matntatns the lnegest sugae voflnery in the sworld at Crockett,
noar Ran Braneises, Cabif, i mavkoets i sngne wnder vivvlons baiads which
10 hak butlt up (hvongh entensive advertining,

Por some ¥oars prior to 108, when the Caltfornin beet fdustey was in dim.
onlty, all of (he Hawattan sugar was vofined at Ceoekett, with the exeoptlon
O about TRRON tons per annin, whieh was aind st s votlned ot the Wester
Rugar Refnery, a private refinery on 8an Franelseo Ry,

AR The beet praduction in the Westorn Btates, ineluding Calitorntn, tnerennwd,
s boet sakar ronght e natueal mneket in the nveas nearby,  Ax Hawalan
sagar had boen previonsly sold in there mackets, the Twatinn producess wore
faced with the altormative of continniug to waeket all of thelr sugae In s
Arva o ook ing markets olsewheve for o opaet of theie production,

They determined upon the Intter conrre and beginning fn 1920 commenesd
marketing a portlen of thele signe on the eastern sephoptd by xelling {6 to
aantern refiners, T was not wntil 1032 that a quantity appeoximnting the peess
ont shipa wax drst gent to the Athantle, The guantities of Hawalian raw sugar
chipped to eastern ofinerfes war as followa
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Nhomt tonn Khint tuna
174 Nemis | 1150 {2, kY
U None | 1911 1, 401
124 Noes | 12 s, i
1nzn Nune | 1008 204, VM)
He Nope | 18 . 1, O14
11 Naopio | 100 PN 3
112K N | 100 BIR, 240
i K21

Thus, Hnwabinn produeers, who hind previousty cellaed ol thelr sugnres n
Cadforidn, cone o wond g poretion of flede prodaetion to the Athntle const o
he Hhere velined,

Thin netlon by e Hnwpllan prodoeers, in tennsferddng o peetlon of thelre
neked (o the Athentle const s aprtaradly lwdpfol (o wostern el growern,
for W affevdet thew o Joeger poatton of the westeri mnrket; hat 1 gave no
septtndde o Just elabm to the Atnntle celiners to rellne g perpetulty g Hxod
it by o the megne of the Finwadlnn peodueers,

The Athintie relinees e now nftempting by Jegdsintion (o foreo the s
wiolln growrrn foo seld thebie e gugnee Ao them ol o prevent the Hnswallan
growers foome velintigg tholr own sagiee, They nlso nttempt by Jeghelntlon to
perpehide themselves gan mbddlemen between ageleatbaen) prodacers nnd thele
mnrket  dlveetly conteaey to the motdern teend of baodiong wgrlealtuenl prod-
Heln,

Fhe Hownlinn proadueses hinve po intentlon of abantoning thelr 8an Fran-
vlsen By Relluery W will continue ag in the pamat to refine tho gront ndk of
thelr tlewndben sugnes, Bl Hiowndl does tnalst on 18 elght o eeline In
Hinwndl, I8 10 wees (W, the sugae 10 prodness, Tnehulng tint which It now sells
t un'mnm roliners, who, hecgausn of oxlating legiaintion, hnvo o monopoly on 18
rehise,

: 1 Hwn o refines He own sagne for the Fnstern 8intos, suech sogae whil find
Hrowny Ao the sme consgmers an the Atlntle senhonrd who qow hay Hlaowanlblon
st ceflned by the Atinntle rofineries, 10 selll e mneketed ander the snme
beande as Hoownllnn suger 0 gow  mneketed throngh Wr own eanprntice
reflnery, ml switl not deprosra ar affeet e ony way the mneket for heol sugnre,
The way Ino whieh  flawallnn produeers hnve  conpeemted with heet-sagae
producersc i the Ielfle cansd mnrket (where the diffecontinl hetween heot and
cione Ir 0 conte por hinadeed, aq compiesd with 20 cents per hundred on the
Atlnntle conntyr Jn ovidenve that they are lnterested fnon stable mrrket fore
RUgIE ot o ronsonadile prive, AR Hoerotary Wallaes has polouted ont, priee Is
My Axed by sapply ond demand, and where, under the gquota system, the
supply from Tinwnll 1 defnltely Hmlted, tyn produeers of Hawallan sagae
have no Iferest other thaa to wnintain 0 atahle innrket,  ‘Thelr pust record in
n suillelent enenest of thele futnure netlon,

It for the eantern refiner, throngh leglsiation aupposed to b for the
honefll. of nreleatture, to attempt to legirlnte themgelven into o positlon where
they have n manopoly of o Axed quantity of Howallon augar, v withimt equity
or logle, Refinlng of Hnwalian sngar dn Howall wonld have an infintteatimal
eoffeet an abor I enstern reflnerles, A comparatively small quantity wan
refined there prior to Y088, loan than 4 yeara ago (and none at all for some
yonrs priov to 1020), 1 all of such sugne ware refined In Hawall, 1t wonld
Alaplines vory Hitle Jnhor In the Atlantle consy eefinerlea, and would employ an
equivalent miumber of men elamvhers In the United Hintea,

LABOR IN JCAWALL

Mueh misinformntion han heen wprend ohent Tahor in Wawnll, Home have
roferred to I nw o “low cont” aren with “cheap orlentinl tnhor,”  The fact I8
that Wnbor coudlttons In Hawnll are hetter than the average conditions ohe
tobidng Iy aelenitnee In other prets of the United Stated: the wage pald 18
hghor than the avernge ngrlealtiorn) wage In other porets of the United Htates
the Khiour day In In effect In the millkg thers 18 no ebild Wahor: year.round
work b provided s nnd the housdng, eduention, hospital, and medieal eonditlons
neekuperior to thowe sehich oxiut with resapect to ngrelentturnd lahor in other
parin of the United Mintes,

resldent Rooxovelt on hia vialt to flawall om Joly 28, 1084, aald in an
nddress nt Honolnlu

YAl T have seen with my own oyes that son nree doing mneh to Improve
tho standnrds of Jiving of the average of yonr eltizgenship.  That is aa it shonld
bo, anad T know that yon wlll put forth overy effort to make further progross,
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There are, ndeed, many parts of the molnland of the United Sintes whoere
ceonomibe and edueatfonnt levels do not come up {o those whieh 1 find heee,

sAnd mny o compliment you nlso on the excellent nppearnnes of nentnoss
g ot clennliness in the homes, those howeg whleh T hve seen o all paets of
the imends; they deserve amudntion in every part of the Nation,"

Tuateied of betng o “low.cont nren®, the Unfted States Pacll Commission in
fte Report No, 73, thuds the cont of sagae preodueed In Hwandl, dolivered in
refined form ng nmrket, I8 stightly higher than the avernge cost of heel sugnr,

As alvondy stated, 814 percont of the total population of the Teeritory are
mitve hovn: IR0 percent only ave forelgn boen, a8 compured with nh nverage
‘In Cnlitornin of 180 pereont foveign hovn aud New York of 200 pereent forelgn
wen,

No Chibnese hinve beon admbtiod to Tawall slnee anuexntion fn 1ROR, nt which
time the provistons of the Chinese Fxetuddon Aot heenme apphleadle (o 18 ns o
pare of the Unlted Stntes,

No dnpanese Inhorers inve come fo any pnet of the Uaited Hintes (neinding
Hownil, of conrse) sinee the Roosevelt-Ishll gentiomen's agreement of (IR,

Tmmigration of Bilipines (o Hawall peaetienlly consed o nnmber of yoenes
hetore the ennetment of the Pydinge-MeDuity - Philippioe Independence Act
(Puablte, Noo 127, 33 Conge) Maovely 24, 1084,

White veetton 8 (0 (1 of that pet pormdts FRIpinos (o enter Higwall or
sqoformined by the Depnetment of (e Intorior on the nats of the neads of
tndustetos i the Tervitory of Hawalts this proviglon explves pwtomntlenity
with the consunnntion of Fitiptun independence, and ander 18 no new BPilipino
Inbovers hnve entoved,

M avvivale of Fiipinox in Hawall sinee the ennetment of the Flliphio -
depeidence et hinve consisted of retuening vestdents nnd have avornged loss
than 100 per year, while the depanrtuves nve avesrnged In exeess off 20K por
voart T the Bavenr pertod 1R R0, tnelusive, the exeess of deparfuves over
arrivals war 18,104,

CONCLURION

The pwoposed trentment of Hoawall fn based on an amasbng peineiple  that
1F 0 Porvttory of the Untted Stntos in sepivated From the eontinent by snlt
water, then digeviminntion agndnst 1t s fustiled, When Oklnhomine wis Indinn
Torritory wo one wonld inve thowght of leglslnting agalnst { oo diserbning-
oy manner,  Suvely 4 eninot be tene thint the meee faet thint Hnwall v
fRInnd waveants any sueh diYerentintton,

Hawail vepresents the defensive outpost of the Vnited States in the Paclfle,
TR valne (o onr conntey feom nmititney tandpoint 18 nealeatniie,

When, i INOS, Hawalt beeame o paet of the Palted Rintes, ax the voluntary
action of two independent aud goverelgn conntvion: when Hfurued over to the
Unitod States the money o Hr teeprury, s publie buildings and dunds, aml
over 1000000 aeres of pablie domndn, 1 did &0 apon the andeestnnding that e
war to hecomoe an integeal and ingepavable pavt of the Untted Btatos,

Decent standavdz of pablie moratity, to any nothing of the finer sensiiitition
it ’honld govern hmunan eonduet wnder kel elrenmetanees, dietnte that tiese
‘mmlc\. who suvrendoved fhelr govorelgnty to this countey beenuse they helleved
n s prinetples and tdealx and wighot (o hecomoe a paet of 1 -0 peaple who have
pid FTA0000000 wore in taxes to the Federal Government than they have
received iy appropeiantions from it-—xhontd vecetve equnl trenfment with all other
wnrlo undor one Constitution nnd ting,

Tinwah does not want hettor treptiment or ditCerent treatment--it wanta equal
trontment, 1t fools that {t s entitled In Jastiee and honor to sueh trentment,
Tt was a pavty (o o conpmet with the peaple of the United Htates nnder which
ihe froee people of TInwall snevendeved thelv indenendent rovereignty and pabiie
domain in the belfef thnt they wonld be treated as Amerienn eltizens, P'he logise
Intion, ax weommended by the Houre Agelenttuend subeommittee, would suggoest

A Roo talile helow !
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thit o4 the Updled Stntes wanted wis o fortregs in the Pactite, nnd Intended that,
these free peaple shonld oecupy e nferlor positlon of subjects of o distant
soveretnty  gavoerued e the fnteresta of other paets of onr conntry nnd elnssed
with I‘nwlun nntlions,  Hawall has supreme confidence that our Government whit
not permdt wnel an injustice to he done,

Prestdent Ronsevelt has visied Hnwall and koows the Hawnllan prople and
wint they have done, e summed up his views Inoan address in Honolulu on
July @8, T

Y1 leave, olao, with pride In Hawall pride In your patriotiam and in yonr
necomplishments,  'The problems that yon nre sofving are the probles of the
whote Nation, s your adimdndstention o Winshington whl not forget that you
wee by ovory teathe an ndegent poet of the Nation,

hnon e ol prayer for onr conmtrey | found these swords: ‘Fashion hito ono
happy praple thase hranght hithor ont of mony kKhndeeds and tongnes,'  'Fhint
penyer i) hebng nuswered b the Perettory of Thovall,

“Yon have n flne historle teition tne the anelent people of the i, and
T el Ahat this feadithon I8 g0 well mdotdned, Yoo have hublt on b, hullg
on A wkeely, o teddny mien nodd women nd ehbldeen feom mnny g nre
unlted T toyabty to and nnderstunding of the high purposes of Aperlea,

A 1 hnve qeen wlhomy own eyes thnt son pree dolug much to improve the
shindnpeds of Tiving of the nvernge of yore eltizonship, Fhat s 10 shonbd he,
el T know that yon will gt Torth overy effort ta mnke farther progress,
Thre ave, Indecsd, many parte of the pninland of the Unlted Stntes whera
ceapnomie nnd sdduentiom ! levels do not come ap to thore selibeh T fingd hope”

When Peeshident Daote, of the Republie of Thnswndl, on Angust 120 0598, gur.
rentorel to Hon, Tineald M, Rewadl, Unfted Bintes Minister, the oyorelgnty
ul Ilw Ih']mhllv of Hlvwandl, he gola

o now, e the interest of the Hawallon hody polite, and with full
mmilclmwl- I e fionor, Justieo, and felendshiip of the Amesiean people, yleld np
too your s the representative of the Governmet of the Golted Hintes the
soverelgnty and pubdie propeety of the Hinwallon [slhainda”

1o cortpdn that the eonfidenes exprersed by Preslident Daole In hehalf of
the peaple of Flowall whil he Justitied,

Mineorsly yours, N W, Kisn,
Detegate ta Cangress from Haeall,

Reeelpla from and eopenditurea wpan the T'evettory of Huuwu hy the Federal
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INTERNAL REVENUK TAXES

The following Is a st of States that in the year 1039 paid lers In Federal
Internal revenue, including taxes, than did Hawail, Thove are 16 of such Statey,
dawall pald more taxes than ald B qmtm combined—North Dukotn, New Mexlco,
South Dakotn, Wyoming, and Vermont.!

INOTER IO e e e e e e e on e e st b 50 e e e e s e 2 e e $1, 040, B73. 22
INCW MOXICO e et e e e s e e oo e s e e 1, 184, 845, 65
BOULI IRKO e e e e e e e e e e e e 2 e 7 e i 1, 200, 48, KRG
VY Y O N B e i s = e s s s v s e e e 1,713, 14 BT
AVIZONN v cmmccn i mam e o o 1, 014, 240, 31
) (111 (T Nop—— o m————— e m——————— e ————— e 20T, 604,10
INOVIU e e e e e e 0 om0 2 e 004 e om0 3 2, 270, UBK, B1
MUIRHISRIDP] c s e e e e et = o o 3, 430, 488, 48
YOI et e i e s e m——— . ——————— 2, 718, 303, 52
3, 013,165, 8

4, 072, 182, (10

4, 297, (480, 07

4, 4N, 831, 70

South CarolIng eeeennn B, 2014, 8344, 28
ANDANA e s mas e S 6, 307, TRO, OB
OrOgN. cmceannn o o 3 3 e e g 1 e e e e e T, 070, 448,71
HOWRH e cvrmrme e nnnmn e ———————— ———— 8, 034, 000, 33
Principal products ahipped to Hawail grom other parts of the Untted Stales,
Ment Produetioenmanmeana wmmnmEme - e —— e B HOR, 000
BULLEE ANA CHOOHC am s s e s e e s e o e = v 1, 070, 000
BOOtR ML BBO0Naarr mnmanm o e e ————— e ———— 83, (K
U COn v mnmmenrem e am o —————— - - [ w3, 003, 00
Wheat lonire.nan o e R ————— wammmemmeman 1 032, (K0
NIOCR P00 nmmnnnnmann o e e ————————— e 1, T30, 000
Vegoetables and pre pm‘uﬂunn.. ............. e 12 0 5 o e 1, 801, 000
Cnuned VORI an e v vennneannes e ————— e o ———— 0D, 000
Fraftg aenaen v e e e 3 e SO, 1, 207, 000
Bovorages - 2, 108, 0
RUbhOP cvcnmna . 1,170, 000
AN 0N vemmrmmm s o1, 000
QIEATOI DR cm s o 2, 108, 000
TOXUION wmanmmmwnnene 15, (80, (00
Lamberenmneren 1, 300, 000
Paper and produets. veneen- . 2, 873, 000
Nonmetallle mineralN covevcmsvwnmmumamonn. e ———— 0, (47, 000
Iron and stoel MANULACEUICBa v nnnennan wmmmamnnamenannnnnmawamnen O 140, 000
COPPOT e v st rammon s e on e v s 0 7B B 8 e g, 000
Aar cultural, eleetrienl, and ather IMACHINOIY e m o venm e mmnm om0
Passengor automMoMIoR wneennrncmoneannnnen-— arrmmmannnmaneas 3 101, 000
PR ccmmnmmmamnmmnan o e 2 0 1 1 4 P 1 0 O B 807, 000
FOPHUBOP wommmmemmmmun e e e n e amnnanmnnamanmnnnannoemmneanmmmaes 1y 800 00
on‘)ﬂ....,.-.“..“.........,..»...n...........-n...,,""..._..-._..-.‘,..,.... 402, 000
Motlonpicturo filM8 wavweman R e 1 B8 B 3 0 214, 000
BO0KS, OlCrnmurnnmmsnmanmnmnnnanunnnnmnnmnnnmenwmennmnmanees 1 180 000
Othor ProduCtieeanneeunnunwmanmmen e e 4 8 e 14 ms 000

Total ALIPMENtE I 1080 m.imwusnnmmunmmwmmnmennemnneananss 15 0205, 00

1 'lgures trom tho Durean of Intornal Revenue,
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Percentage of population fling individual Federal income-taw returns, 10333
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0, North Dakota. 1,92
10, Tennersee...-. - 1,26
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) A 11 11) 171 S, 1,86
14, West Virginle..nn 1,40
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28, MIBHOUM i m e v sevr s mermm——— e ——————— e ———— )
20, Vermontemeee. ———————— 03 5 2 e B 8 e 7 e 0 2. 40
B0 OO0 e m e e —— o b a1 e e 2,07
W COloPRAOa e e v 7 1 e e 0 g o e —————— om0 T3
B, IPOMON e s e e st o i v e e 00 om0 ot e e ey 30 D
S Hnwdl e e o o —— e ——— e B84

The Cuamman, Senator Andrews, has your witness arvived? I
understood there wag some gentleman who was representing the
Flovida people and you wanted the committee to hear him fivsi ?

Senator ANprEwS, Hoe is not here this morning, but T think he
will be here later, and inasmuch as the Senate is going to convene
at 11 o'clock I do not know whether you are going to adjourn at 11,

The Cramyan. I will sny that we set_aside today to hear testhnany
on the sugar bill from Louisiann and Florida Senators and spokes-
men for intevested groups from those States, and I do not know
whether it will be possible to do that on Monday or not, because wo
have various other groups who want to be heard and we all appre-
cinto that the consideration of legislation must ho expedited in order
to get it on the floor of the Senate. Did you notify your man to he
here today ¢

Senator ANpREwWSs, Yos, sir,

STATEMENT OF HON. JOHN H. OVERTON, UNITED S8TATES SENATOR
FROM THE STATE OF LOUISIANA

Sonator Ovenrron, While there is no controversy, xo far as I know,
between Louisiana and Flovida, I will be very glad at this time, if
it suits the committee’s convenience, to make an appearance on be-
half of the State of Louisiana,

The Cuamman. Very well, Senator Overton, you may proceed,

S e Y

11rem the Statistical Abatract of tho Unlted Ktutes, 1004,
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Senntor Overvon, T wonld like to reserve the vight on the paet
of the people of Loniginnn (o mnke o vebuttal statement ns ngninst.
any statement of Flovida that mny alteet Louiginn,

Serntor Vanpesuera, I theve nny specifie: proposal in the bill
that raises nodiveet issue between ovida and Fonisinn ¢

Senntor Overrox. None that 1 know of, 1 understand theea will
be one presented on the pavt of Flovida,

Senntor Vasoessenwa, Will there he nny, Senntor Androws, on thae
part of Flovida ¢

Nonator Axmews, There will probably he an amendment offerad
al this henrving,

Senator Preeen, 8o faeons L am individually concorned, they will
appear for themselves, bt so e as b concerned T mny want (o
present anindividunl plen for Flovida, without any plen for any
mdividunl,

The Cramaan, As Dunderstand the question to e adjudieated s
that in this bill theve ix so mneh of aoguota for enne signe produced
in Flovidn and Lonisinnn ¢

Sonator Overvon, "That s covveet,

The Cuansan, Teis a question of how mneh Blovida is groing to
ot d how mueh Lonisinnn is going (o pot{

Sonntor Preerver, There is not any difference botween oride nwd
Foisinna =o far as Uany concevned,  Blovida foels that it s ontitled
to the production of sugnrenne,  "That is the only contention 1 am
going (o make - nothing spninst Londgiann or against. any other
State,

Senntor Vanoesnera, I thove anything in the hill that divides
the quota az between Plovida and Louisinnn ?

Senator Peerer, No, sir,

Sonator Vanpenuera, A how mueh i the quota fixed

Sonator Prerer, 20000 tong,

Sonator Vanpennera, There i no division of that as hetween theso
States?

Somator Frresoek, The MU does not so provide, bat the Depart -
ment of Agviculture has wmade the alloeations in the past,

Senator Crark, How wneh did that inevease under the Jones-
Costignn Aetd

Sonator Braezoee, The dJones.Costigan et provided 200000 (ons,
and this BT vadses it (o 420000 tons, A Senator Pepper has sadd,
thowe iz really no diference botween Flovida and Louisinna as to the
quatas ixed in the bill, - Both of us ave anxions to ger a lneger
guotas but, o far as Lonisinn is concorned, Senator Overton and 1,
have beon working on this Dill for quite o while, and we huve vesolvad
to aceept it as weitten and permit the distribution ar hetween
Loniziana and Flovida to be wade by the Departent of Agriculture,
as in the past,

The Coameman, The Iaw pives the Seevetary of Agrienlture power
to make the allotment ¢

Sonator Overton, That iz corvect, My, Chatrmnn, - However, 1
would make thiz contention: That in the event this committee or the
Senate or the Congress determines to inerease the quota of Morida,
there shonld be a proportionnte inevease in the quota allotted to
Lonizinna,

Senator Vaxoexnero, We would have to change the whole theory
of the bill, would wo not ?
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Senntor Ovewron, Wo would have to change the theory of the hill
to give Flovidn o sepueate guoti, beennse Flovida has not a separate
quotn,  The bill divides the continental production into the two
nrens s one i1 the beetsigne aeea gnd the other s enne,

Semtor Crank, There is no sueh thing as State quotas in it now ¢

Senntor Ovewron, Noj no State gquota,

Senntor Crark, For instanee, ther is no quotn for Wyoming or
Colorado or Louisinnn in the hill¢

Nenntor Overon, No, wir,

Menntor Careene Ave you satisfled with the bill as it in4

Senntor Oviron, T not satisfled with # ns it isy but 1o will
ing to neeept it We have worked haed and we have tried to recon-
cile the divergent views of the different. interests and the House
Agricultural Committee has worked long and Tnhoriously upon this
Dl o T think under all civeumstaneen they have denwn n very
good pivee of legislntion,

The Cooamman, Before you get into o diseussion, T want to « e
up my own mind,  Under the Jones-Costignn billy the quota for
rugene from sugrrenne was 260,000 tonst

Senator Ovewron, 'Fhat. 18 corpeet,

The Coamsan, Uindor this bill what is the quotn

Senntor Overron, 4200000 tong from the eane area,

The Coamman, So you have got an inerease in the sugareane
yuotn over the Jones-Costignn bill of 160,000 tons?

Senntor Ovenron, Yos, siry

The Coamaan, And you have an opportunity also to get. an in-
erense over thaty have you not ¢

Sonntor Ovenron, A very limited inerenve. A cortuin incronse,
It it does not amount (o very mneh,

The Coaxmman, What wag the mmonnt of sige produced in Tou-
isinnn Inst yeart

Sonator Overvon, 386,000 tons,

The Criaigman, Tlow much the yenr hefore?

Senantor Ovenron, 'The yene hefore there was 830,000 tons,

The Cosmman, Since you gob this new enne in there, you have
hean showing a gradunl ineronso ?

Senntor Ovewron, "hat is corveet, y

The Cuamman, What was produced in Tlorida last yoar?

Sonator OvewroN, In Ilovidn ust yenr there was produced 51,000
tons and in 1O, 44,000 {ong, and in 1084, 88,000 tons,

The Ciamaman, The quota given in this bill dees not quite come
up to the production nst yours does it?

Senator Overron, It doos not_quite come up to production, so far
as Louisiuna is concornad 3 it will execed the production in Florida,
T will not. meet the present production in Louisiana,

The Cuamman, ave you any iden as to the allotment. if this bil
should pass? Thas the Secretary of Agriculture stated what wonld
bo the allotment for Florida and what would be the allotment for
Loulsianu?

Senator Ovewron, As T understand the theory of the bill, the
allotment will e made on the basis of past production and ability
to produce, 'That {8 the snme provigion contained in the present
Jones-Costigan Act,
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Senator Groraw, Approximately how much would that give to
Louisinnn?

Senntor Ovewron, It wonld give about 85 percent. of the eane aren
to Louisinnn and 15 peveent to Flovida, if such a ratio continned to
ho followed,

Senator Townsenn, That would be 85 pereent of the 160,000 tons
ineronses wonld it not.{

Senntor Overmon, Eight y-five pereent of inereaso over the total,

Senntor ‘Townsenn, Lonisinnn wonld receive 85 percent. of this
160,000 tons inerenso total?

Senator Ovewron, Yesy but Flovida would get 63,000 tons total,
Her penk production o far has heen 51,000 tong, produced lust year,
Lounisinnn would got 357000 tons total,

The CoamsmaN, OF conrse, that is a kind of n guess, is it not.¢

Senator Overmon, That is assuming that the Seevetary of Agri-
culture would apply the same ratio that he has applied under the
present Jones-Costigan Aet,

Senator Grorar, Aro you xpeaking of long tonst

Senator Overron, Noj short tons,

Senntor Overvron, While it is true that undor the pereentage of vatio
hevetofore applied, Flovidn might get an increase over and above her
peak production of 51000 tons, yot if the Seevetary of Agrvienlture
adopts the theory that he will be guided by '!)ust performanee, then
Florida would not receive a guota in excoss of 51,000 tons,

Now, T wish to say this, Mr, Chaivman, that thig Dill does not.
meet with my theory with veference to sugar logisintion,

The Ciamaan, Senator, in that conneetion, this hill does not.
permit. just past history alone to govern, does ity but it does divect:
the Seevetary to (ake into consideration other conditions?

Senator Overron, That. is corvect,

Senntor Vaxpenosrra, He is monnreh of all he sueveys, and there
is no appeal from his decision?

Senator Overon, That is right,

Senator Vanoexnera, He is a very friendly dietator so far as
sugar is concerned, isn’t hot

Senator Overron, Ts he a friendly dietator?

Senator Vaxnennera, Yos,

Sonator Overron. Well, he has ample and plonavy authority under
this bill and under the Jones-Costigan Act,

Senator Crarg, He has what ?

Senator Overron, e has ample and plenary authority under
this bill and under the Jonea-Costigan Act,

The Cuuamyan, Theve is the vight of appeal to the Court of Ap-
peals of the Diatrict of Columbia from a decision of the Seeretary
of Agriculture, ag T vead the bill,

Senator Ovewron, That is vight, My, Chairman,

I atarted to make the observation, Mr, Chairman, that my theory
with veforence to sugar legislation iz that insofar as continental
production is concerned there ought not be any restviction. 1 favor
the unlimited production continentally of sugav,

Briefly, the veason why I favor it is that we ave dealing in this
legislation with continental consumption, Tt is the continental mar-
ket that is being paveeled ont, and I think that preference should be
shown to continental production,
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The continental production amounts to less than 30 percent. of
the continental consumption,  And T cun see no reason why there
should be any restriction on continentnl production,  ‘That theory,
however, is out. of the picture by reason of the reciproenl trade
agreement ontered into with Cubn,

T might favor—and if my theory had heen adopted it wonld ob-
vinte any controversy, for mnstaneas, that might avise hetween Lou-
isinna and Florida, T favored one continental quotn, that quota to
apply to heets and to ennes not have a separate quota for eane and a
sopnrate quotn Tor the beet aven, I favored an adequate guotn,

In 1936 T introduced a bill to provide for unlimited continental pro-
duetion,  In 1987 T introduced w bill to provide for an adequato
continental quota,  But there is no opportunity, so far as 1 can seo, of
u bill of that eharnctor heing omwtm‘l in the Congress at this session,
We nre not now confronted with a theory bhut with a condition,

The bill that has passed the House has adjusted, as far as it is
possible to do go at this session of Congress, the diverging views and
controversion that exists hetwoen the different prodncing areas,

Now, Mr, Chairmnn, coming down to Lounisinng, T wish to make
this obgorvation, (hat. Lonisinna, s the oldoest sugar-produeing State
in the Union, Tt hogan the production of sugar in commoreial quan-
tities vight after the Revolutionnry War, either in 1705 or, ng «omeo
sny, in 1700, A Tnvgo portion of its Tands ennnot. he planted profitably
to nny other erop than sugar,

Duving the Wilkon administration the Departmont, of Agrienlture
sent. experts down to Louisiann in ovder to show the farmers and
phinters down there that. their landa could be profitably planted to
other crops than sugar,  But after making a thorongh fnvestigation
thelr vaport. waa to the effect. that. these Innds cannot be planted prof-
itably to other crops,

At the time the Jones-Costigan Act was passed hy Congress in
1084 Lonisiana’s production had fallen vather low on account of mo-
suic and othor digeases that affected the eane, It had dropped so low
in 1026 that the produetion was only 47,000 tons,

At the time the Jones-Costigan Act. was passed it was understood,
us Tappreciate the situation, that this legislntion fixing the quotas was
meroly temporary and that the matter again wonld be considered by
the Congrosg, 1L I8 now hofore the Congress to determine what pro-
vision should he made with reference to guotas,

The administration recognized that Lounisiana had a just claim to
an inereage in quota,  The flrst adminiatration bill proposed the gqnota
for the cano aren 0'360,000 tons, _ Tt vealized the fact the Dopartment
of Agrieulture had brought into Louisinna new varioties of eane that
wore disense resisting and, to a large extent, were cold resisting.  The
result was that there had beon a considerable inerease in the produc-
tion of Louisiana,

I have said that Louisiana s the oldest ’n'oduchm State in the
Union,  She has produced as much as 415000 tons of sugar, raw
value, in one geason,  She did that in the year 1004, In 1908 she
produced 414,000 tons of smgar, raw value,

Senator Kiva, s that the maximum that was ever produced f

Honator Ovenron, Yess that was the maximum ever produced, In
some 17 or 18 yonrs sho has produced over 300,000 tons of sugar,
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On account of these new vavieties of cane she is now getting back
to norml and will be able to produce not only the quota that is
assigned to her in this bill but wi}l be able to produce much more than
that. quota,

Asll said a little while ago, in response to a question that was pro-

ounded by the chairman, lnst year Louisiana produced 386,000 (ons,
t is my information that this year there is enough cane in the ground
to produce, in a normad season, well over 400,000 tons of sugar,

The Cniamaan, Sinee this new eane has come in economically can
you produce eane in Florida cheaper than you ean produce it in
Touisinnn ¢

Senator Overron, T would rather have you ask that question of
some expert, T do not think the theory of this bill proceeds npon.
how cheaply you ean produce eane, how cheaply you can produce
heets, or how cheaply you ean produce sugar,

The Ciamsan, That is tvue, But T was envions to know about
the economie production of that eane in those two States,

Senator Overron, 1 wonld think Flovida can produce eane more
cheaply than Louisiana, That is an off-hand opinion withont having
made an investigntion of it,

Senntor Kina, An examination of the Florida Iands lenves me to
helieve that they are the richest in the world for the production of
sugar, ‘That is based upon soma observation,

Senator Overroxn, So far as Yrmluvtion is concerned, Y.ouisinnn
ean produce almost (wies as much as she is presently producing, I
we are going into the matter of expansion T think Louisiana would
have just as good a elanim as Ilovida and just as good a ¢lnim as the
beet area ax to expansion of produetion,

Lot me give this information to the committee in order that i may
he in the record, T will give you some figures a8 to Louisinnn's
pr«lulm'tiun which represents sugar as made and not vedneed to rw
value:

In 1804 Lounisinna produced 350,000 tonss in 1806 she produced
16,000 tonss in 1807 she produeed 347,000 tonst in 1900 she pro-
dneed 302,000 tonsy in 1001 Louisinna produced 360,000 tons: in
1002 Louisiana produced 368,000 tons: in 1004 she produced 898,000
tonss in 1905 she produced 877,000 tonss in 1907 she produced 344,000
tons: in 18 the production was 397,000 tons; in 1000 the production
was 30L000 tonsg in 1910 the production was 342,000 tons; in 1911
the production was 352,000 tonss in 1916 the production was 308,000
tonst in 1021 the produetion was 824,000 tons,

Those are not reduced to raw value, T vedueed to rmw value, they
would show a Invger quantity,  IFor instance, in 1904 the official re-
ports show a production of 38194 tons, which reduced to raw value
wonld show a total production of 415,000 tons,

Under the Jones-Costignn Act, Louisiana produced in 1934, 238,000
tonx, in 1935, 330,000 tons, and in 1036, 380,400 tons,

Senntor Caverr, What pereentage of inerease was that, or what
pereentage of reduction was it?

Senator OverroN, Whit was the incvense, you asked?

Senntor Caveer. Yess from the usual,

Senator Overron, The inerease hus not yet renched the peak pro-
duction of Louisiann,  Her peak produetion is 415,000 tons,

That i not due to an inerense in nevenge heyond the peak aerenge
of the eano area of Lounisinna,  In 1911 we were planting 310,000



BUGAR 25

aeres and in 1936 only 227,000 acres,  In the present year, 1937, we
have planted 240,000 neves,

Senator Kina, The increased produetivity, is it?

Senator Overron, Yes; it is ineveased productivity, ‘That was
due to the introduction of the new varvieties of eane by the Depart-
ment. of Agriculture and was not. due to the increase in nevenge,  Weo
have not reached onr peak ag to nerenge and we have not reached
our peak as to production, and we shall not be allowed to reach our
peak as to acrengoe or production under the present hill,

Now, Mr, Chaivinang I wish to say that in addition to these factors
the Resettlement. Administration has established a number of proj-
eets there in Louisinnn and has bronght into eane production 15,110
aeres very recently,  And [ understand that it is contemplated by the
Resettlement Adwinisteation to add 15,000 acres morve; and that will
inerense considerably the tonnage,

Now, gentlemen, T wisgh to make this ebservation: That I have no
complaint to make with vespect to this bill with veference to quotas
that arve assigned by this bill (o the different. continental arveas, nor
am I making any complaint about the quotas which were assigned
under the Jones-Costignn Act. to the different continental avens,  But
T do want to say that under the Jones-Costigan Act the heet aven
was assigned 88 pereont, 1 think it is, of their peak production, but
Louisinnn was assigned 83 pereent of her peak production,

The peak production in the beet. aven happened to ocenr the year
hefore the Jones-Costigan Act. was enneted, and that peak produes
tion was 1,760,000 tons, and the heet aren was allotted 1550000 tons,

The Criamaan, But if you take it over a period of 10 or 15 yenrs
in the sugar-beet, aren and the sngareane nrea those percentuges
wonld not apply,

Senntor Overron, Tow far back do you go?  Of cowrse, if yon go
baek just to that pevied when we were suffering from the mosnio
disease, and therefore our production wag very much diminished, it
would not apply,  But it you take the entire historieal hackground,
I think Louisinnn has w better elaim for an inevense in quota than any
other continental nrea, :

I have no objection to the heet. avea having 1550000 tons and I
have no objection to their getting 1550000 tons under this hilly but
T am simply instituting a comparison between the different arens in
the—well, T will not say the apprehension, but. the possibility of an
atempt. being made to further veduce the quota now allotted in the
pendimg bill to Louisiana.  And 1 do not think that should be done,
On thoe contrary, nny change, it made, should be an inerease in the
Louisinna quota,

IFloridu did not. hegin its production until 1928, She then had
1,000 neres harvested and produeed 1,000 tons,

In 1020 ghe had 7.000 aeves and produced 1HO00 tons,

In 1030 ghe havvested 12,000 aeres and produced 27.000 tons,

In 1031, with 13000 neves havvosted, she produced 25000 tons,

In 1082 there were 13,000 tons harvested,

Senator Kixa, Thirteen thousand aeves, you say?

Senator OvertoN, Yes; she harvested 13,000 aerves and produced
37,000 tons of raw sugar,

In 1088 she havvested 14000 aeres and produced 41,000 tons, and
in 1034 with 1H000 aeres ghe produced 28,000 tons,
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Senator Kixa, Is there a diminution theve :

Senntor Overron, Yes: there isa diminution in 1936 1 think that
was due to a freeze,  In 1936, 14000 acres harvested and 42,000 tons
of sugar produced,

In 1936 there were 17000 neves havvested and the production was
51,000 tons,

Under the Jones-Costignn et in (934 loridn was allotted $50,800
tons, At that time her peak produetion had heen 41,000 tons,

Louisinna was allotted 220200 tons, while her peak production
had been 415,000 tons,

Under the practieal application of the existing law by the Seere.
tary of Agriculture there has heen an allocation of 16 percent of the
eane aren quoty to Flovida and 85 pereent to Louisinna,

If this DIl that has passed the House should beecome n lnwe—annd
assuming that the Seeretary of Agriculture wonld apply the snme
ratio under (his bill that he has applied under the old Jones-Costi-
gan Aoty of 1 pereent and 85 poveent-—Ilorida would get 63,000 tons,
which would be 12000 tons more than her peak production, nnd
Louisinnn would get 84 peveent or 357,000 tons, but this would he
20,000 tons less than her 1036 production, H8,000 tons less than her
104 production, 37,000 tons less than her 1908 production, nnd less
than the VL1 and 1804 production,

Now, Mre, Chaivmnn, Flovida, has two factovies while Louisinn
has in operation taday 67 factovies,  We have 11 idle factories,
Flovida hns no idle factories,

In 19011 Louisiann had 132 factovies, and in 19210 she had 124
fuctories,

In Louisinna today there ave more than 9000 farming units, that
ixe more than 12,000 farmers who are producing sugae,

In Flovida, T understund—and this statement is subject to cor-
rection-—there are only seven furming units,

I understand that Tlorvida’s produetion and processing s prae-
ticnlly controlled by one mans that is, it ig in the hands not of more
than 12,000 farmers, as in Lonisinna, but of one mnn,

Semator Brows, Senator Overton, as T understand the IPlovida
position as presented yesterday in the House, they did not propose
to reduce Louisinna’s shave of the total sugar production but they
proposed to deducet it, first, from the Philippine Islands by reason of
the annual veduetion of the total amount of sugar which may come
in from the Philippine Islands, and also by redueing the amount.
allotted to Cuba, That ix the situntion as 1 understomd the Wileox
amendment as presented to the House yesterday,

Soenntor Overtox, T will say (o the Senator from Michigan that
Flovida proposed a number of amendments in the Iouse yesterday,
One of them contemplated a reduction, as T understand ity in the
quota_assigned to Cuba, and possibly a reduetion in the quotu ns-
;{ignml to Hawaii, and Florida would get the benefit of that vedue-
ion,

Senator Preeer, To clear up the issue, that is going to he my
amendment,

The Cuamryax, The Wilcox amendment 2

Senator Pereen, Yes, sir,

Senator OverroN, If there is any inerease in the eane quotn will
that amendment apply to the whole cane area or ave you going to
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undertake to make an alloeation for Florida and an alloeation for
Lonisinnn ! ,

Senntor Preegr. 1 am: going (o make n request for that Florida
share to be fised in the billy and then if anybody elso is dissatisfied
with their shure they muke their own compluint. about it.

Sonntor Brown, Can that be done without disrupting the recip-
roenl-tende agreement. with Cubn?

senator Overron, Yesy 1 think it ean be, T think all that the
reciproeal-trade ngreement. vmm-mrlmus is that there shall be quotn
restrictions on production in the United States, L think it is left
to the United States Congress to determine what those quota re-
streictions shadl be and in what manner they shall be imposed,  'There.
fore, my off-hand opinion is a8 1 have stated, But the whole theory
of sugar legislation is not to make allocntions by Statesy it is rather
to mnke allocntions by farming units,

Why should there he an alloeation for Michigan, one for Colorado,
and one for Californin?  And, if there should not. he an alloeation
hy States in the beet-sngar aren why should there he an alloeation
hy States in the cane arent

I the suggestion of the Senator from Flovida 8 to prevail and weo
are (o have n sepnrate alloention for Flovida, and that nlloeation will
represent an_inerense in o quotn that will fall to Flovida under the
provisions of the pending billy then T shall ask that there be n
corresponding inerease for Louisinna beennse Louisinnn is cape-
able of producing mueh more eane,  Louisiann today is producing
mueh mare eane than is alloted to her under the existing law andd js
lbg'l«luluving more eane than she will get under the provisions of thig
ill,

Therefore, I say that Louisinna is entitled to as much considera-
tion s is Florida, 1 have no ohjection to inereasing IMlorida’s quota,
ov that of Michigan, or California, or any other State, or the boet
nren or the eane areay but when there is n beet. inerease there should

he wcorvesponding eune increase,  We should all he placed upon
fuir just, and equitable basis,
I thank you,

The Coamsan, Thank you very much, Senntor OQverton,

STATEMENT OF HON, ALLEN J. ELLENDER, UNITED STATES
SENATOR FROM THE STATE OF LOUISIANA

senator Erurenoer. Mee Chairman and gentlemen of the commit-
tee, T apprecinte this opportunity, It is not my intention to hurden
the committee with an eluborate statement, heenuse my collengue has
nlrendy covered the subject,  But by way of emphasis, T desive to
wint_out to you that the sngureane nerenge in Louisinna has not
seen inerensed to any considernble extent within the past fow years,
Asamatter of fact, and as has already heen pointed ont by Senator
Overton, in the year 1032 Louisiana planted 180,000 aeres of sugnr-
eane, In 1036 wo planted 227.000 neves, and for the 1937 crop the
Department of Agrienlture estimates n planting of 240,000 nerves,
ax per its veport issued July 10, 1037, The greatest number of ncres
of sugnrenne Louisinnn hag planted in any one year was 310,000,

There hag been n gradunl inerease in production, ag was pointed
out hy Senntor Overton, and this incrense has been enuged by the
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progressive and yenrly introduetion of new varieties of sugnreane,
which have yielded mueh more thun the old varieties,  When the
mosnie disepse destroyed the old D=74 variety of euney, the Burean
of Plant Industry intraduend PO, 8, vavietios from Java, which
permitted a partinl recovery,  Eater these 10, W, canes showed
wenknesses, nnd the Depaetment of Agrienlture again enme to the
veseue and established an experimental station ot my home town of
Hounm, Ly Faeh yonr new seed enne ig furnished to our farmers
by this experimental station, and the vesults have been shown in the
ineveased yield of eane per aere and inereased extenetion of sugar
per ton of cane,

Ifor instance, back in 1928 and 1020, the tonnage of sugnreeane per
aere avernged abhout 11 to 12 tons,  With the introduetion of new
vavietios, the average tonnmnge has inerensed vemarkably, and in
1936 it amounted (o 214 tons por acve, ‘The inerense in the yield
of sugar per ton of eane was also in the snme proportion,

T wish to submit in conneetion with my remarks, w very com-
prehensive and intelligent diseussion of the teansition peviod with
regard to sugavenne vavieties as explained by perhaps the hest in-
formed sugnreane arienlturist in Louisinnn, with whom T am per-
ronally nequuinted, and who vesides in my home parvish, 1 vefor
to My, Elliott Jones, of Houma, T,

('The mntter referred to s as follows:)

NPATEMENT oF MR, Euuior Joxes, Rovenpow s PrasvarioN, Hovay, La,

Lowill attempt to deaw comparisons, from the stndpoint of  Lonlshinn
sugnreane praduetion, between thees vory distinet pevlods of the sagae udasiey
duving my conneetion with it sinee HENL Phese theee porlods ave (1) the
decitne in production of the vavietdes D74 and Louistann uepte, the old
vavfotient the peviod (8 when the 1% O, 3, canes wore liteodneed and dee
eltned : and the evrvent peviod of the ¢ W and Colmbatore vavletion,  In
wmaking this comparison 1wl use figares which ave taken from evop produe-
tion vecords on lands under my supervision, bt ax one epnnot wholly  he
plmhlv? by fhgaves, Towill make comments on ithem, whilel, inomy opinion, are
n ovder,

To veprosent the flest pevtod T hnve used the years 1020, HL nad 100,
when wo weree growing the old vavleties of eane exelusively, e abvious
deeline fn yield of these varietles began in (s paeish I 1082, and as yon
Kunow they were ont of the pleture hy W27, xo fav ax Tervehoune Paprlsh was
concerned,  On this property we hegan vepluelng the old vavletios with the
O30 caney o 1024 and had them in foll produetion in W37 1T have used
the yenrs of 1007 and 128 an typleal of the PO L canes under best eondl.
tHonw, T would have proferred usinge three conseentive yenrs nstead of two
bt the vecords of our erop of 1020 are not vepresentative, due to eavly
suecessive freezes, nmd the evop could not he conserved by windvowlng, as
none of the P00 00 ennes wonld Reep I whndvow,  After 1020 the 1, 0O, ),
canes Hkewise begnn to siuecumb to disense, and they passed ont of the pletave
in 1084, Rinee 1034 the Colmbatore and ¢4 1Y vavletlen have heen grown
oxelusivoly by ux, and thanks to the United Stater Depnrtment of Agelenlture
other varleties ave being hred In lnege numbers and superior selectious ean he
made from them to 11 one needs whenever disease may attnek the vavietiox we
are growlng enrerently,

Here's what the D28 and Lontsiana Parple vavletles produceed in the porlod
which T have chosen to conslder:
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Total neros A‘;f(’l' "l'“:. :‘wt fﬁ«\’m
Ineano | YL VO {gncepeding
orop
Tons
1L werrnnanas rversvernncnranres 2,28 20,9 408
9. . rnseavussnearaserery 2,73 154 3]
N srxvasewnsevmvesurer 3,050 0.9 e

Durhng the conese of the crop yonr 121 1t was ovident that mosale diseaso
and othey diseases wore hocoming prevalent, but thelr effects were not sovere
ng ovidenced by an avernge yleld of 2003 tons which was about. novmal for
these virleties, - Althongh the wenther eonditions of 1022 were fulrly favorable
onr yield was only 1050 tons per aere, and 1 atteibute the falling off In ylold
us belng Inrgely due to dixense, The Yleld of 60 tons In 1023 was o combina.
Hon of diseased cane with very unfavorable weatber, and the yleld of the old
ented I 10240 and 1025 was ahout the snme s in 10238,

Note the lnrge aereage of enne that was needod as seed for the suereeding
crops,  Bven ander novmnd conditlons when the old varietior of enie were free
from dlsense, upproximntely 20 poveent of the growing crop was needed to
supply seed for the suceeeding ervop, und a8 dlreases heenmo worse the poreents
nge necessnry for goed Ineronsed, '

I bolleve 1027 and 1028 aye representative yenres for the I 0O, 1, canes,

Totnl acros| Avernge | aa kewl for
incane | ylold/nore | succoeding
crop

Tom
s 2 660 1.0 190
F T N 3,204 X 170

trsrssvreeranen

B ot aran e rerap i e e v t—— Jes

However, 1027 was the yenr of the great flood and o portion of our crop was
destroyed by overflow, which accounts for the relatively rmnll nercagey but
impalred drainnge, due to high water, unguestionably affected our yield ade
versely to n certaln extent on the aercnge not entirely overflowed, T would sny
that the P, O, 3, canes at thelr best could have expected to produce an
nvorage of 22 tons per nere,  As stated previously, none of the I, O, J, canes
conld he winrowed when the gevere cold wenthor was imminent,

You will note that whth the advent of the I, O, J. cones the nereage
necessney for seed deerensed mnterlally,

Now look at the figuren for the yeurs succeeding 1030

Patal | Averngo | Aeres used Total | Average | AST6S used
) ylo‘d fnero t‘,‘ﬁm:‘ 3{( neres  [ylold Thore a“\!:om«‘n'a;

Inceane | (tons) erop Incane | (tona) rop
J (11 ) P, 2,000 17.2 202 1] 100M..eainennernen 8,107 R0 212
5117 ROy d, 440 .38 HO B,y ireveenas 3,082 n3 100
103 eeenvsnsencnen 3,084 7 QU 030 eiraen 3,640 3.0 184

1081-32-33 represent largely the . O, J, eanes, hut we arve gradunlly intro.
anehig the Co, and ¢ P, eanes an skeed heeame avalluble,  In 1083 the produe.
tion was largely from Co, and ¢, Poenner,  In 1080 the production was ox.
clustvely, and our erop conditions today Indleate a yleld equal or hetter than
106, Noto the fact that the seed vequirements from Co. and ¢, P, canes
nmount to voughly & pereent of the acrenge ar contrasted with 20 pereent when
wo wore growlng “the good old D-T4." Tl 1fpereent diference appears to me
to ho n I8percent saving,  Thoe other advantages neernbng ave on the produe.
tlon side, Qur presont canes 1 am confldent In averago years will produce 268
pereent or more tonnage per acrve than the D7 eane,  "This inerense in pro-
duetlon necessnrlly must stand an fnereased havvesting coxt, but the prosent

LR L B B
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vigoroux ennes enn be euttivated more economicatly, and the saving tn eultivae
tlon roughly ottsets the lncreased haevesting costs,

'rovions to the Intvoduetfon of the 1 000 ennes the sugar yleld per ton ia
in ony factory approximnted 100 pounds, Stnee the introduetion of the 1% 60, 0,
cates one Seld por ton e averaged 1G5 poinds, Ax yon Kknow, sugar yiohls
wr ton of cape vaey aveordingg to etory efllctoney and gesieaphient loeation,
Lm Twonld say vhix f0-peeeent fnerense tn sueay vield per ton of enne at ouy
factory tivly vetleets conditions thvoughont the Loubstion swgare dbsteier, this
merensed yield as <toted hetog due to the substitation oft oue present vovleties,

Theve s one vory pertinent faet that these tenves do not xhow inceonpoebng
the 1210 eld of 2008 tons whth the WG s teld of 20 tons, B I thiss e
1021 and v yenes provions to that date we holfeved the so enlled smndy s
fn this aven were the sigae neds, CTho coltivation of sugavenne was lnrgely
contined to the spudy tnds whieh nve hetter deabned, ensder to work, sl mmler
average condithons proaduee more tons of eane per aeve than the hineh, heavy
sotl, awhere as oo eale dintnage = somewbnd inferior. Oar deld of 850 (ons in
3G wax trom alt vaviettes off soll, Blaek and smudys S of one nnd today
paes in enne produetion, of conse, dn rolatton, 1 wo planted oue prosent v
vietles only on the soils wheve enne wis planted in yenes previous to 1909, onre
nvernge yield per peve fnomy ophdon wonld be ot Teast 30 tows Bt the Pt
that we now have pvletios of enne which will grow and grow abundantly on
any aere of elented Id vensonahiy deatned, in e sagne distelet of Boutshimg,
menns i enormons inevense i the aetund enne aevenge and iy potentind eane
vl'nnu‘lu Londstionne as compared with the aximmm evope of the yenrs ypwlor
fo o,

The newer varletion of eane have abso extended the st disteiet to o point
consfderably uot of Baton Rouge, due fo the (et that cortabn o one e
varietios will yleld 1530 ponnds of signe per ten by Oegabor 10 10 'Phis carly
maimeity gives the growers in the northern seetion of the helt pomnelr bettey
business propoesition than they had formerly,

This thought cthe st two peeageaphs) merits move emphaisls,

These new eanes s poele ave heavy follmge, nud the heaviery follnge s o
physieal protoction gantest eold wenthor,  Aso for some voenson whieh 1 epane.
not eaplahite fomny be due to the hbrbor fher, the vate af detovioration of oug
eanes faday nfter being sahlocted 1o frosts I not nene sooreat as that shown
by the old varletios,

Mthongh you may (hink 1 have overstated the enve and deawn too glowing
n pieture of eane production o Londslana today, 1 feel that T hinve hieson yons
souably conservative, s oone who snw the fatluve of 174 stenggled (o ninke
it grow, and fabled dismnity too nmke 1 prodoes when 1w vlddiod by disense
N one Who wnw the fadustey restoved fhrongh the new canes given us by selop-
titte plant hreeders, and as one who okt & mnke his Wviigg by growing
sugnvenne, the conditions nnder whitelt we are wow producing sugavenns qro
more than satisfuctory from an surleattaeal stindpoint s yet 1 know ol well
that ax woe st today woe ennnot hy any streteh of the nnglontion sy we on
compete with the "Troples, ‘They, too, have thelr plaut breeders, and throngh
their plant breeders and other abds they alse are produeing sigae fae chieapey
toadny than foarmerly,

1 do not, however, think (hat 25 tonn of eane por pere and 105 pounds of
SNEAT Per ton veprosent: tops of whant we may eventunlly proadues, 1 know of
many phanters who averaged 3G tons st year, U Rnow of experimental plante
that have produesd as hitgh ag 8000 pounds of gy per aeve, Netter equip-
ment, bhatter puvienttneal practiees, more Intensive work as we pecnmnlate
working capltal after paying one debis all these things will farther Ineveare
onr produetion—that is, if we ean get some permanent nationnl program on
reaxonnhle tnsis,

To sy up: A Lowdsdnnn sugav favmoer prior to 1020 might vensonahly expoeet.
o make 3000 pounds of sugnr por neve, Today his veasonnble expeetation is
A200 pomds per aere on more aerer nid ot loss cost per aeve,  His eane bholog
Liealthy the viparvlex of wenther have tess offeet in proaduction, and hils chinees
of mnking a normal evop ave poproved,  He has oo aine varlety sulted to his
wrttealar section of the sugar belt and to oaeh varlety of soll on Wik favm,

Te hus o enne more resistant to the eWeets of Jow tempevntures, nud he oy
aulro oo variety which he ean windvow and thus proteet hlmsel€ agningt froezes,
Moveover we feel sure hetter eanes will e bved by the Thavenn of Mant o
anerey i conperation with the Louisinnn Experbinent 8tatton,  ‘Thety teehinjgne
of hreeding his hevn improved throngh eaperfence, thele abllity to seleet good
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breeding stoek s greator yenr by year.  In thele breeding plants today are
thousnnda of new erosses oud from some of these will eome hetter envletiey
thun we have in praduction today,  Hueh stocks of new canes will e con-
tinnlly kept on tap to veplance quy varlety that begine to decline, o we ore
nssured we enn never he reduesd agnin to the anfortaunte position we were in
during the 1120,

Senator Braesoer, So, as o matter of ety Louisinnn has made
progress in the production of sugar, ag to tonnage s but as to nereage,
today it is approximately 80000 peres under the highest recorded
necrage planted in the past, in nny 1 yoar,

With reference to one pelations with Flovidn, Senntor Overton
has exprossed my sentiments, b sympathize with the demands of
Florvidn,  We nre in necord in this respeet s that is, that theve should
be no envtailment of sugear production,  However, sinee the prese
bill seeks to regulate the planting of sugarenne hoth in Louiginna and
Ilovidn, is steikes me that i Flovidn gets an inereago, we in Lonisi-
ann are entitled (o g propovtionate inerense. 1 helieve that if we
nree to consider the pas Hlislm"v of hoth States with reference to
sugane produetion, Lonisinnn is entitled to more of an inerease than
is Florida, beenuse, ns has already heen pointed ont, our State hag
hoen engenged in gugnreane production for over 100 yvearas more than
D0C0 Fnrms e at present dovoted (o the enltivation of sngarennes
and on these farms there aee inexcess of 132,000 producers engnged
in the praduction of sngnreane,

Mthongh T am convinead that we should have a greater quota for
Lonisinna, yet T am willing that the hill be passed g it s presently
written, nnd should yon gentlemen feel that Florvide is entitled to
winereased quotn, then we vespeetfully ask that the quota of
Lonisinmn be Hkewise inevensed in the sume proportion,

STATEMENT OF HON. CHARLES O, ANDREWS, UNITED STATES
SENATOR TROM FLORIDA

Senntor Anprews, As T started to say o few minutes ago, wo have
an important bill on the ealendar being enlled this morning,  Either
senantor Pepper or T will bave fo he over there,

: The Criamsman, That is why some of the Senators have had to
enve,

Sonntor Axpuews, Tloride is not. asking chavity from the Fed-
eral Government 3 it is just asking for simple justice,

As to how long Tloridn has produced sugnr, there is o record,
But T happen to know about one set of sugar vats, where the trees
have grown up between them, which are snid to be more than a
hundred yenrs old, ‘That is near Now Smyrna,

Under thig bill the mainland sugarveane producers are allowed
1131 pereent of the sugar consumption of the United States, Under
this smme provigion Flovida, under thig bill, ag T understand it, wounld
got approximately 03,000 tons,  Cuba wonld get. nearly 2,000,000
tons, The islandg on which the Amerviean flag floats would get the
following: TInwaii, 2525 porcent of the total consumption: Pnerto
Rica, 2148 pereent 3 the Virgin Trlands, 024 peveent, The Philippine
Tslands, which i a gemiprovinee of the United States, or a somi-
Tervitory, would get 34,70 pereent,

We find that wnder this Dill Cubn gets 6444 pereent of the total
consumption of the American people,
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There is » background to the incmasingf production of sugar in
Florida, Back during the World War we learned that America was
not producing sufficiont sugar for its own consumption. 'That was ap-
aront, and so u})pnmnt that they increased their productions here and
n other parts of the world, It was partially for that veason the Ever-
glades of Flovida were dredged and drained, Now there are thousands
and thousands of acres in the Everglades—the soil under which is
?inx\;'}mro from 8 to 8 feot deep—ready for planting but forced to
e idlo,
Senator BrowN, Senator Andrews, I do not think you want to
make a misstatement, but you say that Cubn got 04 percent of the
American market, They got 64 porcent of the American market

-other than that portion assigned to continental or offshore torritorial

‘production,

Sonator Anorewa, I believe that is correct.

Senator Browx, I think you misspoke yourself,

Senator Anprews, That doesn’t make much difference, however, in
the theory that we are facing, that the ‘moplo of the United States
who ave trying to give employment to their unemployed are allow-
ing countries not under the American flag to usurp the sugar mnr-
ket. We bhelieve that is not in accordance with our best intovest, and
we are_going to insist that our American people be allowed to feod
themselves if they can, '

We have thousands and thousands of acres in the Everglades dis-
trict at the presont time owned by people who would gladly plant
it to sugarcane, The taxpayers of the State of Florida and the own-
ors of the Everglades |]wo wrty have spent millions of dollars in
Propm‘ing this land. The United States Government did not come

n and help drain the Everglades but the ‘peoplo of Florida did it
thomselves in order to have land on which we could produce our
own angar and wintor vegetables,

Wo havo an institution there now which is giving employment to
ovor 4,000 J\eoplo, taking them off of the relief roll, if allowed 120,000
tons, can double the employment, The land is there waiting for it
to bo doubled and the money is waiting, if our quota can be doubled.
That will allow Florida to produce sufficient, at least, for its own con-
sumption, I want to make that point again, becanse I want this
committeo to got it,

Flovida consum(‘)tion, nccordin{; to statistics, is 120,000 tons of
sugar por year, and she should at least be allowed to produce enough
to feed hor own people,

Cortainly that muat appeal to this committee, If wo wore allowed
to double the production in Florida, in the Everglades and the othor
lmrts of the State, we would furnish employment to four or flve

housand more people, some of whom the people of the United Statos
may have to take care of in some way or other,
sn’t that far moro feasible and more sensible and more patriotic
than to give 2,000,000 tons to Cuba, wheve they hire cheap labor and
throw their sugar into our market and put us out of business in order
to huve some trade agreement that cannot possibly do Ilorida any
ood? Tor instance, under the present system we are allowing toma-
ocy to como into the United States from Cuba and we are also al-
lowing sugar to como into the United States to supply a demand that
can be supplied easily right hoere at home,
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Senator Vanpenpera, Of course, I completely agree with your
basio philosophy, and it i utter nonsense not to permit the American
agriculturalist to supply his own consuming market to the limit, I
have no argument with you on that at all. The existing policy is
absurd, But if you are confronted with a situation where you have
to take the existing quotas or no bill, which would you take?

Senator Anprews. I don’t know just exactly what shape that
would leave us in, Senator, Being one of the new Senators and not
having had this matter before mo like a great many of you have, I
have, so to speak, jumped ri%liggih »she muddle of tho situation, As
you know, a Senator has g-hiffidred different things to do during the
week, The result is that’I am not able to say just shat our situation
wonld be on Decemabor 81 if we had no bill, 'l‘heréfo%'e, I cannot
intelligently answér your question, .« . ",

Senator VanpknmrRa, 1 thituk"tlmt i# a question that yeu finally
have to answep within the next 48 hours, ) k!

Senator Awprews. We'want it inderstipod also that thore are many.
poo\)le who #wn land in“the Bverglades' who have Jands whish are
ready to prgduce sugarcane. I know.of one who wasin my offiep the
other day who has 1,600 acres. #But he can’t use it beeause our guota
will be 80 Jow that he.wouldingt be allowed to prodyce it, Iticost
Florida millions of ‘dollavs to deainithat landiand gét it ready for
this very s§tuutiou. 4 T A

If o wartshould come and our island. porsessions were cut off from
us—and it’iga not impossible—wouldh’t we be.in a pretty fix,Mvith
land idle, rédy to prodtice the s\x}.)p.l?es wo need under such exéreme
circumstancal, if we did not have it available and ready? &

Senator VA?mnnmmo. We would just have to rely upon out ever-
empty granar !lqh tl e § L0 &

onator Annfgws, I don'tkmow just oxmctly what thé terrible
gituation we would be up against. "Sugar is one of thd universal
foods, We ought td-encourage the beet people and the' eane-produc-
ing people to plant moreacrenge to supply our ownpeople.

Senator Herrina, Is it true that one counoern prociuces about 90
percent of all tho sugar in Floridat "

Sonntor Anprews, It produces & large sharo of it.

Senator Herrina, Did it receive a million dollars benefit from the

Senator Anpnews, Possibly so. But neither that concern nor
Florida wants that, Florida wants to produce sugar and give her
peaple employment,

I'wish when somo of the Senators are making a trip down to Miami
they would look into the sugar-producing area of Florida and ex-
amine tho situation, They will sce just what it is, and I think they.
will be of the opinion that Florida ought to be allowed to produce
enongh to at least feed her own people.” That would require 120,000
tons,  And wo are going to insist that we have it.

Tho Criammman, Senator Pepper, do you wish to make o statemont

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

Sonator Perren, Mr, Chairman and members of the committeo,
whon I was o very small boy I lived about 8 miles from the nearest
sohool and I walked back and forth with some noighbor boys in the
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mornings and the afternoons,  One hot afternoon T was walking
home with my nssocintes, who were o litt e better oft with the world’s
goods than Twns, They had some big, ved, Juscions apples, T was
not. able to buy an apple, but. T tagged along with them down the
rond 0 picee as they «"Iumml merrily along,  They cut the apple and
divided it amongst themselves, but did not give me any of it, 1 hated
to do ity bt T was so hungey T asked thom for a picee of the apple, if
just aosmall pieee,  They just lnughed at me, but did not. give me any
of it Then T took my pride and my heart in my hand and snid,
“Then give me the peeling of the apple and T will be satistiod with it.?
But they wonld not give me the peeling,  And n few minutes there-
after 1 had one of the worst fights T ever had in my lifo,

I want to make very clear this faet, T think what Senntor Jloer-
ring suid s corveet, And T want this veeord to show, and T want,
thiz committee to know, that T do not come here (o yepresent the
United States Sngar Corporation, which is producing sugnr in IMlop-
ida, T come hereto vepresent. the State of Ilovida, and T want. you to
examine this bill, and if yon don’t find that you ave satisfied with the
right of the Seervetary of Agviculture to make a fair alloeation of the
vight to produce what sugar we ean among the producers of Florvida,
T want it changed to that end, beeause T am not: going to countennneo
n monopoly in my State any more than T countenanes o monopoly
anywhere else in the United States,  Aund T want that faet. vory
cleprly ascertpined heve at this heaving,

Now, My, Chairman, as T rsnid a minnte ngo, T do not come heve to
ask (his commiittee to take anything away from Lounisinna, and T do
not come here fo ask the committee to take anything away from our
friends in the beet-producing seetions of this country, ¢

The Crameaan, The record shows thnt there ave five hig concorns
in the sugav-heet nven producing about 90 percent. of the sugnr pro-
dueed from sngnr heets,

Senator Pererr, That is their individual problem, Mre, Chnirman,
as to whether or not they may approve of that,  But T don’t think
the situntion: if T have anything to do with it i3 going to continue
in Flovida ag it is,

But T do feel, M, Chairman, that nature has fitted Wlovida partic.
nlarly for the production of sugmreane,  As Senator Andrews snid a
ltle while ago. this muek land in the Fverglades of FMovida is
amique,  As he said, that soil ig 3 or 6 feet. deep, Tt might nstonish
some of yvou to know that this sugaveane down there grows to a
height of 15 to 20 feet,

The climatic conditions and the ecconomy with which they can pro-
duce it by machinery Tnraelv, and the effeieney of the mill there, with
vespeet to the Targer unit, at Teast, makes it passible for them to pro-
duco sugar, as T am informed, within a feaction of a cont of the
lowest cost of praduetion wnits of (b,

So, by actnal exverionce Whwida hine demonsteated that it is ideally
adapted to the production of sugareane,

As T anid in the boginning, one of the vensons T am primarily inter-
estad in this problem is this: of cowrse, even if a big company oper-
ates, for that matier, it gives a Tot of emplovment and it gives some
aid to the survounding country,  Bat in (he Bverglades investigntion,
as gome of the Senators will veeall, af that time T got up nand offered
nan amendment—I helieve it was with respeet to the reciprocal trade

Y
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ngreements—attempting to provide that they conld not restrict our
production of an agrienltural commodity inless we did not. produce
enough at home to meet the requirements of the home market,

I introdneed in the vecord n telegram showing neavly a million
dolars’ worth of vegetables had hoen Tost by the vegetable producors
in the State of Floridn in the neighborhomd of this sngareane pro-
duetion, due to n storm that had come neross that arvea,  In other
words, they are now engaged in the production of vegetables, which
is un-unstable commaodity both with respeet. to nature and with re-
gpeet to the market, heeause they ave i competition with Cuban
producers of vegetnbles also, and they will ship these earlonds of
tomatoes into the New York mavket and sometimes after they have
gotten there the bottom has dropped ont. of the market,

And o short time ago 1 heard of o fellow who owed $1.15 after
he had given the whole commodity to the railronds for itg trans-
portation,

What T want. to do is to see this unstable evop supplanted hy a
stuble evop sueh as sugnrenne, and particularly for the smaller
producors in that section,

I think the sugar mill down there now cost in the neighborhood of
$2,000,000, ‘That is my general information, Unless there s a suf-
ficient. quota there to develop the industry so that a new man can
come in and build a sugar mitl, he will noi como forward,  The
capaeity of the present mill is not largo enough, in view of the quota
the State now has to make other faeilities available for an increase in
production either by new producers or by farmers who may go into
the produetion of sugar,

So I say that those personal reasons actuate me in making the ap-
pead to this committes to examine our Florida situntion,

As Isaid, thero arve several hundved thousand aeres of land pight
wround Lake Okeechohee which have heen dynined,  Senator Andrews
was not altogether aeeurate in what he snid or in the inference that
he gave,  'The Federal Government. did help us tremendonsly in
building dikes around Take Okeechobeey which is in this sugar-pro-
ducing tervitory of Florida,  In 1926 and 1928, unfortunately, wo
had vieanes which blew the shallow water ont. of Lake Okeecho-
heo into this Fverglades section and drowned literally thousands of
people, The Federal Government. went. in there, as did the United
Stutes ongineers, (o help our people,  And they largely built dikes
nround Lake Okeechobee,  So now we have additional facilities for
crop production by the aid of the Federnl Government, which we
noevor did enjoy belore,

Senator ANprews, 1 said the State of IMorida drained the Ever-
ludes,

Senator Prerrn, Yes: that. is vight,

Senator Axprews, That is what T said,

Senntor Preeer. T vnderstood that,

Senntor Axprews, ‘The Government did help build the dikes,

Sennfor Preeer, ‘That is vight,

Senator Brows, T want (o make one observation here ng to what
the chairman said about the five sugar companies producing 90 per-
cent of the beet sugar of the conntry, Of course, T want the chaire
mun to know that theve ave a hundred thousand farmers and o
miflion people_engnged in the industey back of the five big com-
punies, T understond the point that Senator Herring mnde was
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that you have one concern engaged in the preduction of sugarcane
us well as in the manufucturing of sugar.

Senator Pereer, That is mght. The United States Sugar Co.
grows sugarcane in the Everglades and has its own sugar mill,

Senator Broww, But there are a hundred thousand farmers pro-
ducing beets for manufacture into beet sugar,

Senator Prreer, We do have another company engaged in the
sugarcane growing and milling, and there are a great many farmers
who do sell their sugarcane to the United States Sugar Corporation
which grinds it for them,

Senator Brown. Because of the statement by the Chairman and
because of the President’s message, I want this to appear in the
record, Mo snid:

1 recommend that some provision he made to protect the rights of hoth new
and old producers,

Senator Peerer. As T said a little while ago, I want any vestric-
tion taken out, and T want the Department of Agriculture to have
a free and fair hand in the alloention of the right to grow sugar-
cane within the confines of the State so that everybody in my State
will have a fair chance to go into this business of producing sugar-
cane,

Senator Brown, I want you to know that T am in agreement with
your position there, T think we should encourage domestic pro-
duction,

The Cmamman, But the President’s message does confine it to
small producers of cane or beet,

Senator Perrer, The new producer has as much right to come in
as anybody else,

The Ciramnan, This bill, on page 22, follows out, in large part,
the recommendation of the President. It says:
and the Sceretary shall, ingofar as practicable, protect the interests of now
producerr and small producers and the interests of producers who are cash
tenants, share-tenants, adherent planters, or share-croppers,

It would seem to me that it covers hoth,

Senator Preper, Then, that is all right,

The Cramman., Both new producers and small producers,

Senator Carrer. The people of Florida ave satisfied with this bill
as it is here, aro thoy? .

Senator Prerer. No, Senator, I did not mean to give that im-
pression. I was coming to that.

Senator Career, Do you want it changed?

Senator Preeer, Yes; we do want it changed so that it will allow an
adequate quota to Florida, The quotn that we seek is 90,000 tons
for tho firat year; that is, for 1037 and 1938; 150,000 tons for 10390
and 175,000 tons for 19840 and theveafter,

Senator VANpENDERG., Are you going to ask for a specific state-
ment. in the bill?

Senator Perrer. Yes, Senator. T am coming to that point,

Now, do I nake myself clear, Senator? We come hero to protest
nfminxt the present bill in the form that it now is, T will not take
the time to attack the detnil of the thing, T guess it has gone too far.
T will not restriet myself as to my conduet heveaftor, but for the pur-
pose of this hearing I want to bring myself to the point to sny that
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wo do not consider that the quota that Florida has had in the past is
adequate, and we do not consider that the quota that is allowed to
the cane aven, in view of the fact that our shavre of it as stated by the
Senators from Louisiana today and practically as confirmed to me by
the Secretary of Agriculture is to be 15 percent of the total cane
quota, is adequate to meet our requirements,

When we started up they gave Louisinna 220,000 tons, and they gave
Florida 40,000, Now, T am willing to assume that for the original
beginning that was a fair alleeation. T have no quarrel with that on
a historical hasis, but now when it comes to allowing us some produc-
tion for the futuve it does seem to me that so far as we are concerned
at least we do not want forever to he restricted to the 15 percent of
what the cane area produces in the United States, and at the snme
time sinca there are just two of us in the eane avea and since nothing
but cordiality attends our relationship, I do not want to have the
feeling that overy time I am seeking to have the right for the State
of Flovida to produce sugar that I have got to dig it ont of the sides
of our friends herg from Louisiana who are neighbors in the confed-

eration of States here in this conntry and, consequently, since theve

are just two of them, I want to establish now the precedent that Flor-
ida’s share will be specified in the bill, so T will know what we are
going to be able to get, and we can relate our problems to our specific
situation,

Now, heretofore the division has been made, it was made last yoar
and was made the year hefore, on the basis of 83 percent to Louisiana
and 15 pereent to Florida, Now that allows 03,000 tons to Flovida.
I have been to seo the Secretary of Agriculture and he has given mo
i\o assurance of being able to divide it other than on a historical
NSO,

Well, now, Senators, I do want to say that it is not right to take
a Stato that is ideally adapted to the production of this commodity,
and beeause we came into this picture at & given time calendarically,
to say that no matter what our descrts ave we can never eseape the
shackles of that proportionate allocation,

Now, others can concern themselves about their situation, but I am
speaking purely with respect to Flovida’s individual situation, and
I do beliove that we have got a right to produce according to our
capacity to produce, in the same proportion that other States pro-
duce according to their enpacity to produce, or samething anglogous
to that ]I)rinclplo. If you followed it to a logical conclusion the
historieal quota of Lovisiana being the first one in this field Louis-
inna would bo entitled fo the satisfaction of its requirements first,
those who came later into the field would get the remainder of
what was loft, so that we think that that logieal principle is wrong
as applied to the situation in Florida,

Now T started to say, Senator Capper, that if we are restricted to
(8,000 tons, as I anticipate we will he under this present bill, that
means that we are not foing to have enough sugareane to anthorize
the production of another mill, because wo are approximating the
capacity of the )]n'osont mill we have, ‘That means that you had
just as well not have this provision in there about new producers,
and you had just as well not have the provision about amuh farmers
coming into the picture, hecanse we will not have a sugar mill in
which this production may be ground and taken cave of,
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So now I want to make an amendment in the form of a specific
proposal; first, that for the years 1937 and 1938 Ilorida be allowed
a capacity of 90,000 tons. That will require 27,000 tons in addition to
that which we are now allocated under this bill. In other words,
the 63,000 plus an additional 27,000 which I seek would make us
90.000 tons. Now I propose we have 90,000 tons,

Senator Brown. I do not understand that you are allocated any-
thing in this bill. It is the avea that is allocated the percentage; then
the Secretary allots to you.

Senator Prrrer. That is right,

Senator Brow~N. We have nothing to do with that.

Senator Prrrer. Yes, you do, Senator, because you arve a Member
of the Senate and a member of this committee.

Senator Browx., Well, we could do it, but under this bill we have
not done it.

Senator Preper. 1 know that, but I am telling you—and Senator
Ellender and Senator Andrews will bear out this statement—that
we had just as well write this 63,000 tons in this bill and 357,000 tons

- in this bill for the respective parties as to leave it as it is, and I am

approaching that question frankly at the time when I think it is
appropriate to discuss it. Senator Cverton, do you not regard it

. that that will be the division of the sugar under the present quota?

Senator Overron. I made this statement, that that was the ratio
under existing law,

Senator Prrrer. And you anticipate it will be observed in the
future, do you not? -

Senator OverroN., I do not know that the Secretary of Agricul-
ture, under the formula proposed in this bill, which I think is prac-
g_(iz]ﬂly the saie formula as that formerly under the Jones-Costigan

ill,

The Citarrman. It is broader, Senator.

Senator OverroN, As to the new production of small farmers?

Senator Peerer. You see we will not gain anything; every time
we put in a new producer they can put In a new producer, and a
new farmer, they can put in a new farmer, so that the scales would
be equal in that respect.

Senator Overron. But if it is predicated on past performance and
the historical background then TFlorida will not get as much as
63,000,

Senator Preper. I was perhaps more optimistie, Senator, than I
should have been,

Senator Vaxpennero. You are going to ask for how mueh?

Senator Prerrr, Ninety thousand for the years 1987 and 1938,

Senator Vannennere. And where are you going to get it?

Senator Prrrer. There will be 27,000 additional tons to be ob-
tained, and we propose to get that from the Philippines. And the
manner in which we propose to get it is to reduce the Philippine
procuction. That would reduce the Philippines from 1,029,782 tons,
which is specified in this bill, down to 1,002,782, with the 27,000 that
I am speaking of now taken off.

A {E%nntor Brown, Dooes that violate the Philippines Independence
c

Senator Prreer, Noj that does not. B .
Senator Brown. It can be done without violating that act$

¢
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Senator Peerer. That can be done, Now, just as soon as I explain
this matter, I want to ask the committee to be good enough to let -
Mr, Prew Savoy speak here. He is thoroughly familiar with all
the technicnl aspects of this question and can make that statement.
Then the additional tonnage would come off the Philippines and
Cuba. ‘

We will show you a way whereby every one of those tons can be
taken away from those two arveas without violating any treaty. or
law of the United. States,

Now, I ain presenting to you the appeal that if we can show you
that, and if the merit of our case deserves your consideration, that
you let us have our individnal quota in that manner and specify in
the bill, so that from now on our friends from Louigiana and we
will not be in a cat-and-dog fight about this question of allocation of
quota, because that is what I have tried to avoid.

Senator Overron, May I ask Senator Pepper one question?

Senator Pereer. Yes, sir.

Senator Overrox, Will your amendment provide for a proportion-
ate increase in Louisiana’s scale?

Senator Prreer. Yes; it does; but whether you want that or not,
Senator, depends upon your good judgment.

Senator Overron. I would be very glad; yes; to have a proportion-
ate increase,

Senator Peeeer. Whether you want that or not depends upon your
good judgment. . The only effective part of this amendment in which
I am interested is the share for Florida, and I am very much in-
terested in that.

Senator Vanpensera., Senator Pepper, before you ask Mr, Savoy
to answer questions, what is your answer to the question I asked
Senator Andrews?

Senator Prrerr. Senator, T am compelled to answer your question
in the negative, as much as I regret it, for this reason: Now that is
due entirely to a selfish declaration of our State’s interest, I feel that
I am making an answer that is consistent with the economic situation
of my State when I say that, for this reason: If there were no law
and there were no quota system, undoubtedly we would produce more
sugar. That would give us a better predicate for subsequent con-
sideration on the historical base. I am being perfectly frank with
you about it. We happen to be tho one State in the United States
which can grow sugar and sell it mu} live without a subsidy, and we
would bo better off to have no subsidy but no restriction on our pro-
duction, than. we would he to have a restriction on our production
and a subsidy.

We now under the present law have no subsidy, Of course, you
do not have any, either. But consistently with the economic welfare
of my State, regardless of my porsonal inclination or anything like
that, I will be compelled to answer your question in the nogative.

Now, Mr. Chairman, will you be good enough to let Mr, Savoy
explain the details of this amendment that we offer, and whether cr
not it violates any laws or treaties on the part of the United Stntes?

The Cmamman, All right, Mr, Savoy. It is 20 minutes of 12.
Proceed, , ‘ .

Mr. Savoy, It will take only a moment, Mr, Chairman,
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 STATEMERT OF PREW SAVOY, ATTORNEY AT LAW, WASHINGTON,
- D.C

Mr. Savoy. So far as the Philippines Independence Act is con-
cerned, we have in that provided that there shall be a tax upon all
sugar in excess of 50,000 long tons of refined sugar, and in excess of
800,000 tons of raw sugar, coming from the Philippines. We have
not guaranteed any specific amount.

That has been computed by the Department of Agriculture to
amount to 970,000 short tons, Nine hundred and seventy thousand
short tons may be brought in from the Philippines duty free. Con-
sequently, if the amount proposed by the bill of 10,129,782 is reduced
to 970,000 short tons, there would be nothing in conflict between the
theory of the quota system and the theory of the Philippines Inde-
pendence Act.

It has been suggested that the act presupposes deliveries in excess
of the amount admitted duty free by imposing a tax thercon. From
a legal stanchoint, I think such a conclusion unjustified. The act
gives the Philippines a preferred status on a specified Tumtity and
says the preference stops there; after that point you will be treated
like any other foreign country,

Senator Peprer, If the Philippines send in more than 970,000 tons,
what duty do they have to pay?

Mr. Savoy. 1.875 cents.

Senator Prrrer. Which is how much—$1.871 ¢

Mr. Savoy., I might say that they delivered their full quota until
the Independence Act, but that they have not done so since then, and
that the tax on the amount over 970,000 tons is probably the reason
for it, In 1984 under the Jones-Costigan Act, the Philippines sent
in 1,005,602 short tons; in 1935, 981,958; and in 1936, 1,000,829,
although their quota was larger.

" Senator Perrer. Now, you will let me ask these questions of this
gentleman? )

The Cuammman, Certainly, L

Senator Perrer. Is it economically feasible for the Philippines to
se}nd intg this country in oxcess of 970,000 short tons; and if not,
why not

My, Savoy. It is not expected on the part of most sugar })eopla, and
1 think the Department of Agriculture, that much more than 970,000
short tons wilF be brought in, for the reason that the high rate of
duty would make it too onerous to the Philippine producers, It is
expected that, perhaps, they might exceed by a small quantity 970,000
. tons, but that is about the economic limit,

Senator VANDENBERG, Sup)l)ose they do not bring in more than
ithat under the bill as it stands, what happens to the excess portion?

Mr. Savox. It can be used by foreign countries other than Cuba
only. It is what you might call & “source of trade sugars” for the
trade agreements,

- Senator Preprrr, To be used in the disoretion of the Secretary of

State as he may see fit around ¢
© Mr., Savoy. Probably so, o

Sel?;\tor Pprreg. The Philippines’ capacity under this bill is how
muc - - o ,
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Mr. Savoy. One million twenty-nine thousand seven hundred and
eighty-two. .

Senator Prreer. And if it were reduced by the 27,000 which we
ask, t(?) make up our 90,000, it would leave how much for the Philip-
pines . .

: Mr. Savoy. One million two thousand seven hundred and eighty-
two for 1937 and 1938, .

Senator Perrer. And that is in excess of what they have been
sending in? L

Mur. Savoy. It is approximately what theff have been sending in.

Senator Brown. That is true as of the last 2 years, but it is not
true of the previous years. They shipped in over 1,000,000 in 1932,
in 1938, and in 1934.. ' . .

Mr. Savoy. In 1934, 1,005,602. That is why I said it was approxi-
mately the same, There is a difference of around 3,000 tons, which is
not a large proportion of a million. )

Senator Browx. But the Philippine quota is below production of
the 2 %rears previous to the enactment of the Jones-Costigan bill, is
it not

Mr. Savoy. Oh, yes; but after the Jones-Costigan bill went into
effect that materially reduced production, and they have kept their
production down, The Tydings-McDuffey Act presupposes that the
production will be kept down in the Philippines,

Senator Perrer, Assume that Florida would get 150,000 tons for
the yoar 1939, how would that tonnage be derived ?

My, Savoy. On the }}lan which you have proposed, 59,782 tons
would come from the Philippines and 27,218 from Cuba, for 1939,
and for 1940, 59,782 tons come from the Philippines and 52,218
from Cuba,

Senator Pererr, State whether or not there would be any conflict
between that and our reciprocal trade agreement with Cuba.

Mur. Savoy. As I conceive the trade agreement, it would not be in
conflict in any way. Axrticle V of the Cuban trade agreement pro-
vides that— '

No quantitative restriction shall be imposed by the United States of Americn
on any article, the growth, produce, or manufacture of the Republic of Cuba,
enumerated in the schedule, * * * provided that the foregoing provision
ghall not apply to prohibitions or restrictions designed to extend to imported
products a regime analogous to that affecting like or competing domesiic
products, such as resteictions imposed on imported produets, the production
of which may be restricted within the importing country.

Senator Prrrer, And what is the substance of that?

Mur. Savoy. In other words, we cannot impose upon Cubuan imports
a quantitative restriction or a quota, unless we have imposed quanti-
gwive restrictions upon the production of like articles in the United

tates,

Senator Pererr, But there is nothing in the reciprocal agreement
that would prevent this country from allowing a fair quota to any
part of the United States? - , 1

Mr. Savoy. Nothing whatsoever, There is no guaranty of a given
quota to Cubn. ‘ [

Senator Browx. Mr, Savoy, it would, however, be contrary to one
of the main points in the President’s sugar message, wlerein he said':

In order to protect the expansion of markets for Amerlean exports I recoms

mex:d that no decréase be made in tho share of other countries in the total
quotas,
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In other words, it is bound up, and sugar is one of our principal
trading points in the reciprocal trade agreements, and it would cer-
tainly be in violation of his ideas as there expressed.

Mr. Savoy. Tt is contrary, yes, sir, just as other provisions in the
present hill are contrary to the message.

Senator Browx. We are threatened with a veto from one angle,
and we do not want to get one from another.

Senator Prrrrr. Mr. Chairman, in answering pertinently that
inquiry of the Senator from Michigan, T do want to say that T
am not at all certain that that language of the President did not
relate to not reducing the actual tonnage which these countries have
enjoyed, and did not necessarily mean that they should receive the
same proportionate share in the inereased consumption. '

We do not propose to violate that principle, but T do feel that the
increased consumption in the United States is due largely to the
people of the United States, and that we are locally, particularly in
instances like ours, entitled to a fair initial quota, at least before
somebody else who got & generous quota is entitled to an increase, pro-
vided we do not reduce the total number of tons that they have been
receiving in that.

Senator Brown, Of course, Senator, I represent automobiles as
much as I do sugar.

Senator Perrer. That is right, .

Senator Brown, T have to take that into consideration. Senator
Herring represents the production of pork of the nonpolitical kind,
and he has to take that into consideration,

Senator Prrreer, Let me make a proposal to you, Mr. Chairman,
to this committee. I want you to listen to this proposal. 1 want
to restrict the production of automobiles in Michigan so that Canada
can sell more automobiles and thereby become richer, so that she can
buy more Florida citrus fruits. That is exactly the converse of
what is being done to us now. They are selling out Florida for the
benefit of another section of this country.

Senator Browx. If you do that, Walter Chrysler and A. P, Sloane
will not make so many millions, and they will not be spending tve-
mendous sums'in building palaces down in Florida.

Senator Perrer, Those places are so attractive that they will come
from other places, if they do not comn from there.

Slenator Brown. You would not want them there unless they had
cash,

The CuammMaN, Mr. Savoy, is there something olse

Senator Prrerr, Now, go ahead, What will Cuba’s quota be
under the proposal that you,make, Mr, Savoy ¢

Mr, Savoy. Cuba’s quota for 1937 and 1938 will be 1,011,476 tons,
which is exactly what is provided in the bill, She is unaffected in
1937 and 1938; 1,884,258 for 1939, and 1,859.258 for 1940 and there-
after, which is in oxcess of her deliveries in 1034 and 1035, Her
deliveries for 1934, 1985, and 1936 weve: 1,806,482 for 1034 1,822,506
for 1035, and 2,102,607 for 1086, which came about hecause of the
beot shortage of 200,000 tons and a shortage in the Philippines in her
deliveries and in the deliveries from Hawaii, Cuba got the major
portion of that.

Senator Prerer, Now, Mr, Savoy, if this principle were put into
effect and this amendment were adopted, how would the future quotn

¢
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of Cuba stand with respect to what it was under the Jones-Costigan
Act—what it was actually allotted, not the excesses it got by defi-
ciencies, and so forth,

Mr. Savoy. Her actual quota, initially, would be in excess of the
original quota of 1934, and in excess of the original quota in 1935,

enator Prreer. In other words, it would simply in practical
effect, give to Florida something that Cuba has enjoyed heretofore,
which came from a deficit in some other sugar-producing area?

Mr. Savoy. A small portion of it was due to increased consump-
tion requirements at the end, but the larger portion was due to the
deficits.

Senator OverroN. May I ask a question, Mr., Chairman?

The Cirameman. Yes,

Senator Overrox. How much additional sugar does the amend-
ment that is contemplated by Florida give to Louisiana?

Senator Pereer. Now, suppose you state what would be the effect
of this amendment on other areas, as you now have it.

Mr. Savoy. The proposed amendment which Scnator Pepper has
given to me does not touch any other arvea, It leaves Loulsiana at
357,000 tons. I think what Senator Pepper bad in mind, Senator
Overton, was this: He had been looking at 220,000 tons for Lou-
isinna and 40,600 tons for Florida under the Jones-Costigan Act.
Under the bill Louisiana gets an increase of 187,000 tons, Under
Senator Pepper’s amendment Florida gets an addition of 135,000
tons, His position was that the increase is equal between Louisiana
and Florida,

Senator Prerer. But Louisiana still preserves the handicap that we
start off under, of their having 220,000 and we only having the
40,0007

Mr, Savoy, That is right,

Senator OverroN. Then do T understand this increase is going to
flow, none to the beet area and none to any other continental pro-
ducing area?

My, Savoy. That is right.

Senator Prerer. In other words, this amendment does not affect
this bill as it gives the quota to the beet area, nor as it gives a quota
to Louisiana. ~That relates entirely to our individual situation.

Now, are there any other questions Mr, Chairman? Now, if I may,
I would like to offer this amendment to the committee.

The Crramman. All right, it will be received by the committee.

(The amendment submitted by Senator Pepper is as follows:)

Page 0, strike out lines 28 and 24; and page 7, strike out Hnes 1 to 7, incly-

sive, and the table which follows, and insert:
“(n) For domestic sugar-producing arens:

Quotas (short tonai '

1937-38 1039 1040
Domostio Leot AUEAT. ceneeeerenanean 1,580,000 | 1, 850,000 1, 580, 000
Lonfslana....ceeu.. 807,000 367,000 357,000
Florldn.ueceiaianann 00, 000 150, 000 176,000
Hawnll..... Ceunnnnnessenserannanasanennsanan meanemcesasunesnae 048, 000 138, 000 938, 000
Puorto Rico, . ocaeaeanee 708, 000 708, 000 708, 000

Virghn I8lands. o ocuveeniieiic i snan e emmpaanes
g(m For the Commonwonlth of the Philippine Island
(c) For forelgn countrles.....ooeevememnecmnnerncnnes

000 . 000
1,002,783 | 970,000 970, 000

1,011,476 | 1,884,288 0,258
opat2 | ' 20, L8 2

uba
Forolgn countrica other than Cubn...eeeeeininnnnennnninann 20,412 20, 41
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(d) In the event that the Secretary determines that the amount of sugar
needed to meet the requirements of consumers is less than 6,682,870 short tons,
then the Secretary shall first establish the quotas for the areas and in the
respective amounts set forth in subsections (a) and (b) and after deducting
the total thereof from the determined consumption reguirements shall prorate
the difference on the basis of the quota established for Cuba and foreign coun-
trieg other than Cuba, in subsection (¢) ; if the Seeretary determines that the
amount of sugar nceded to meet the requirements of consumers exceeds 6,682,
870 short tons, then the Secretary shall deduct the total of the quotas set forth
in the subsections (a) to (¢), inclusive, from the determined consumption re-
quirements and shall prorate the balance among the domestic sugar-producing
arcas set forth in (a) and Cuba and foreign countries other than Cuba, on
the basiy of the quotas set forth in subsections (a) and (c¢).

Mr. Savoy. That amendment, Mr, Chairman, keeps the same con-
cept as in the bill. In other words it guarantees a minimum quota to
the United States, where the consumption requirements are under
6,682,670, and the difference between the American production
and the consumption requirements, where they are under that figure,
is then apportioned between Cuba and other foreign countries,
after deducting the Philippine quota. Where the consumption re-
quirements are 1n excess of 6,682,670, then all aveas except the Philip-
pines share in the increased consumption according to their initial
original quota. Tt was necessary to draft it differently than in the
bill because there they started with percentages, the domestic
areas receiving a percentage of the whole, the foreign countrics, and
the Philippines a percentage of the whole, but the theory is the same,

Senator Preper. Mr. Chairman, just this, in conclusion. This
amendment, if adopted, will, in my opinion, bring us up to some-
thing of the same ratio in the production to capacity of production
which Louisiana and the other States enjoy. It looks from then on,
it seems to me, that if the quotas can be allocated that principal can
be fairly preserved, and we certainly hope that the committee will
attend to that.

The Cuairman, Is there anything elso on this proposition{

Senator Prrrer. That is all so far as I know; yes, sir.

Senator OverroN. Mr. Chairman, I would ]}';ke to present M.
Bourg to the committee, to make a short statement,.

The Cramman, All right, Mr, Bourg, you may make a short
statement.

Senator Browxn, Might I ask Senator Pepper another question?

Senator Prreer, Yes, indeed,

Senator Brown, In answer to Senator Vandenberg’s question
about whether you would support this bill without your emendment,
I want to ask you this: Is it the beliof of the Florida sugar people
that they can produce and refine sugar in Florida as cheaply as they,
can in Cubaf :

Senator Prerer, Senator, I can answer your question, that T will
say positively to a point within a fraction of a cent, and I believe
with an increased quota, which will reduce the overhead on our mills,
that we can meet the lowest production costs of Cuba,

Senator Brown, In other words, you think your industry could
survive down there without any Government aid?

Senator Perrer, Yes; and without any subsidy.

Senator Brown. And without any tariff protection

Senator Peerer, Yes; I do. I am honest in that opinion, due to

" the efficiency. ' '
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Senator BrowN. You realize that without a sugar bill the conti-
nental production by the beet and cane people of Lousiana-—because
they would not have that view, I know-without a bill the sugar
industry in the United States is gone. That is the general feeling.
That would mean in the event you can produce sugar as cheaply
as Cuba can, you are asking the entire sugar industry in the rest of
the country be eliminated so that Florida may produce sugar,

Senator Peprer. No, sir, Senator; I am not asking that.

Senator Brownw, I think you ought to take a little broader view
than you do of it.

Senator Perrer. No, Senator; if I have given that impression, I
am sorry; I did not intend to do that. I do present this appeal to

our own sense of fairness, and I appreciate your personal attitude
n this matter. I do say that since I 1[1ave been here nobody has ever
consulted me or, so far as I know, my colleague in framing these
sugar bills, We have been treated just as nearly like orphan children
us 1t is possible for men to be. They had a conference at the White
House t,l\e other day and I presented myself with an aspiration to go,
and I was not permitted to go. They said there was a select com-
mittee that had been designated to go.

Senator Browx. Louisiana was not represented, either.

Senator Pereer, All vight.  When they start to write a sugar bill,
certain Senators get together, and they write it, and they go over
und talk to the Department, and they come back over here, and it is
put in the hopper, and here we are. Now, I will be perfectly frank
with you, Senator, I do not appreciate that, and I am not going to
sit by with a feeling in my heart that we have not been particularl
considered, and sacrifice the economic position of my State, which
with respect to this question is superior to any State in the Union,
so far as natural udvuntages are concerned. Now, I do say that I am
presenting to this committee, I do not come in here with anything
other than an honest appeal, and I come here tr}'ing to show you how
you can do what we are asking you to do, and I am trying to keep
from stepping on the toe of a single one of the States of the Ameri-
can Union, but I do say we have got a right to live, and we have got
a right to grow sugar, since God has fitted us for it, and sifice we
have shown ourselves able to produce it.

If the rest of the sug{m'-pro ucing section is to ignore us and say,
“Well, you came into this picture late, and you ave getting enougﬁ,
anyway, and we havo got to have a sugar bill”, I reyﬁy to you then,
“We do not have to have a sugar bill, Senator, to live.” Now, if our
natural advantage is what it is, is it not equally fair for the rest of
the sugar-producing industry to say to us, “All right; we will let
you come up into a place in the sun and give you a fair ratio to your
hroductive capacity, and then we will all move forward in something
ike the same principle hereafter”$ ‘

Now that is what I am asking, Senator. I present that earnest
appeal to you, . , .

enator Brown. Let me say that in my own judgment, from some
4 or b yenrs of experience here in the sugar ﬁthts, if Florida is the
only State in the Union that is loft in the business of sugar pro-
duction, I do not think it will last very long down there, ‘

Senator Prrrer. Senator, we do not want to be the only one. .

840787t : S T
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Senator Browxn, Because you need more political power, to be per-

fectly frank, than Florida can exert on the subject.
" Senator Prrrrr. You are absolutely correct, Senator. We are not
making the plea on political power. because we only possess two
votes, T do not come in here in that spirit at all. I am here to say
that this State, although it came late into this picture, nevertheless
you do not have a right in justice and fairness to say to us, “We wre
going to give you forever a vise in which you cannot expand.”

Now all T want is the right of the samme ratio to total pro-
ductive capacity that anybody else in the United States has, and
1 do not know why any American State has not that right. You
mean you are going to shut the doors here. Suppose another State
should show it is adapted to the production of this commodity; are
all the rest. of the States going to get together and say, “No; because
you came historically late into this picture”, and a sovereign State
of the United States is forbidden by Federal law to produce that
which is naturally a product of its own soil ¢

Senator, that is wrong, and I am asking you here and trying to
show you how you can do that, to give us that fair basis upon
which we can go along as brothers with you and not as a stepchild
that is led along by some reluctant and unappreciative finger,

The Crrarraman. Senator Overton.

Senator Overron. Mr. Bourg,

STATEMENT OF C. J. BOURG, VICE PRESIDENT OF THE AMERICAN
SUGAR CANE LEAGUE OF LOUISIANA

Mr, Boura. I know the committee is sitting overtime, and T should
like the privilege of submitting the statement I have prepared for
the record, but I would like to say this, that speaking for the Louis-
iana sugar industry we are willing to accept the Jones bill as passed
by the House, for three reasons, and those are, first, that it repre-
sents & compromise after much deliberation; secondly, because it is
a limited-term bill and therefore it is not in the nature of perma-
nent, lggislation; and thirdly, because the adjournment of Congress
is upon us and we would like to have sugar legislation.

With regard to amendments, if I may be so bold as to interject
myself into the senatorial debate, the basic question involved is not
one of the rights of States, it is one of the rights of farmers, indi-
vidual farmers, as represented by farming units. That, fundamen-
tally the Department of Agriculture has consistently maintained
throughout all of its agricultural adjustment programs, that is, the
historical background, and the individual rights of farmers as repre-
sented by farm units,

Obviously those farmers who have maintained the domestic indus-
try of the United States have a prior right, and a preferential right
if_you please, to continued participation, not to the exclusion of all
others.  'We agree thoroughly with the principle that there should be
no restriction upon continental Yroduction, but if there is to be
restriction, then certainly those who have stayed in the business and
suffered through the depression and have lost money should certainly
be allowed to recoup and get their full shave of the melon, if one is
to be divided. i : '

As to the amendments to the bill, if any are to be considered, we
Wm}ld certainly like to have a consideration by the committee of
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having an official of the Department of Agriculture exrluin section
201, which contains a yardstick for price control. That is some-
thing that is new in sugar legislation, and the provision has never
been explained officially 1n any of the records. No one appeared at
the House hearing according to the printed record, and there have
been no official statements submitted so far as™we know.

We do not suggest that at all in a critical sense. On the contrary,
wo would like to know how it will work out and what will be the
effect upon the individual farms. We also would like to know
whether the acreage allotments will he made to farmers in Louisi-
ana, because in the bill it says, “Either acreage, tonnage, or pounds
of sugar.” )

We understand that Hawaii and Puerto Rico prefer tonnage and
pounds of sugar, but the United States farmers generally prefer acre-
age, because then we are not to be penalized because we follow scien-
tific methods, as was done in the case of Louisiana in 1935, Our in-
creased production was not because of any increase in acreage but it
was because scientists of the Department of Agriculture furnished
us with a variety of cane which is so prolific that on a reduced acreage,
if you please, we produced more than we had formerly on a stated
acreage,

We were penalized, and we were the only unit or area in the whole
sugar program that was penalized, not through any fault of our own,
as may have been suggested or as may be the idea, but because we
followed the scientific suggestions of efficient farming and the use of
more {n'oliﬁc varieties, We would like to avoid being penalized, and

we believe it can be avoided by one of two amendments, if they are
necessary '(unless the Department is willing to sny officially in ad-

vance what its policy will be) and that is that we would have acreage
allotments which would permit of a full production of any acreage,
lotting the acreange be restricted, if you please, or that the benefit
payment shall be made upon the final quota.

We had a basic quota of 260,000 in 1936, but a final quota of 392,000,
and we furnished that sugar, and the sugar that was produced prior
to the Supreme Court knocking out the tax provision paid taxes.

All of that sugar which pui(f taxes and which was delivered under
tho quota, nevertheless was made the subject of penalties on s gar-
cane from which that sugar was made, -

Lividently under the existing law that had to be done. Int us
assume that, But certainly Congress should eclarvify that and pro-
tect tho individual growers from being the victims of penalties be-
cmlltse they follow the scientific methods of the Department of Agri-
culture.

The Cuuammman, We will get an explanation from the Agricultural
Department on that.

Subsequently the Department of Agriculture submitted the fol-
lowing memorandum.)

MEMORANDUM RE HSTABLISHING PROPORTIONATE SHARKES OF THE LOUISIANA CANE
Svoar Quora To Propuckns ,

At the time of the initintion of the former sugarcane production adjustment
program in 1034 the data available with respect to ylelds of sugarcane per acre
for the majority of growers in Louisiann were meager. Due to this fact, 1t was
necessary to divide the Louisiana quotn among growers by proportioning it
in terms of production allotments, Censequently the contract provided for a
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base production and a production allotment expressed in tons of sugarcane.
In order not to penalize producers who did not have a uniform and a continu-
ous production history they were given an opportunity to select one or more
of several years, the production in which was used to determine their base
production and production allotment.

Section 8 of the contract provided in part as follows:

“The producer hereby agrees that the production of sugarcane on his farm
for delivery to sugar factories for the crop year 1935 * * * sghall not ex-
ceed the production allotment for that crop year. If the producer in any crop
year exceeds his production allotment * * * the Secretary may in hig
discretion either cancel the contract or decide to continue the contract in
force, in which case such excess sugarcane shall be disposed of in the manner:
determined by the Secretary in his discretion * * »»

When it became apparent, die to unusually favorable weather conditions
and the development of new varieties of cane, that there would be an excep-
tionally large 1935 crop, the Secretary of Agriculture, instead of canceling
the contract (pursuant to the above section) for those producers who would
obviously exceed their production allotment and thereby be disqualified for
any beneflt payment whatsoever, lssued a series of administrative rulings
which permitted growers not only to market up to their base produetion with-
out any deduction in their payments, but also permitted them to market in
excess of their base production provided they accepted a graduated scale of
deductions.

The Secretary also determined that these deductions would apply only to
the flnal 1935 payment, If the total deductions were in excess of this amount,
the growers would, nevertheless, he paid all of the other payments due under
the contract., If the Secretary of Agriculture had not fssued these adminis-
trative rulings permitting marketings in excess of the production allotments,
the sugarcane producers of Loulsiana would obviously have received several
million dollars less than the amount that has been paid to them.

In view of the acreage and production data that has been obtained during
the past 3 years, some of the major difliculties that existed when the former
program was initinted do not now exist and the establishment of proportionate
shares to the Louislana growers on an acreage basls may he practicable,

A copy of the Louisiana Sugarcane Production Adjustment Contract of 1934
is attached for reference.

Form Sugar 103
UNITED STATES DEPFARTMBENT OF AGRICULTURE
AOGRICULTURAL ADJUSTMENT ADMINIRTRATION
Approved by Comptroller General U, 8,
November 28, 1034

(To be sent to Washington)

varigh? } Parish Cod@amcnvnvnnn..
Parishes

SUGARCANED PRODUCTION ADJUSBTMENT CONTRACT

(PURSUANT TO TIE AGRICULTUBAL ADJUSTMENT ACT APPROVED MAY 12, 1033, A8
AMENDED)

The Secretary of Agriculture in accordance with the act proposes to make
payments to a farmer who grew sugareane in Loulsiana in the crop year 1934
that is processed in sugar factorles and/or who grows sugarcane in Loulsiana
in the crop years 1035 and/or 1930 for processing in sugar factorles if he
agrees to aceept the terms and conditions set forth {n this Sugarcane Produe-
tlon” Adjustment Contract (herelnafter veferred to ag “this contract”). A.
farmer will be eligible to enter into this contract, as producer, with the
Secretary of Agriculture if he controls by ownership, lease, or otherwise, the
use of a farm located in Louisiana, which 1g deseribed below, during the torm.
of this contract, except that a person controlling the use of a farm for the
perfod required to produce the 1085 crop shall be eliglble if he secures the:
execution of tho agreement required under section 24,

b SS—— .

48tr!lgo out subsections not e!ectcd.‘
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The undersigned hereinafter re-
(Type or print name on line above—same as signature)

‘ferred to as “the producer”, post-office address

(R.F, D) (Boxmno.) (Postoflice)

farm containing ... .- acres, of which _.__.._. acres
(State) (Owning or renting)
are cultivated, located - from on
. (Miles and direction) (Town)
Road in oo e Ward of . ——————— Parish, State of Louislana °

hereby offers to enter into a contract with the Secretary of Agriculture (here-
inafter referred to us “the Secretary”) upon the terms and conditions herein-
after set forth and subject to such regulations and administrative rulings
(which shall be deemed to be part of the terms and conditions of this
contruet) as have been heretofore or may hereafter be prescribed by the
Sceretary, relating to Sugarcane Production Adjustment Contracts, Kxecution
by the Secretary or his authorized agent of the “Acceptance by the Sceretary”,
hereto attached, shall cause this offer to become a binding contract between
the producer and the Secrctary.

PART 1. PERFORMANCE BY THE PRODUOER

1. Defindtions.

(a) Sugarcane.~The term “sugarcane” wherever used in this contract shall
refer to sugarcane sold to sugar factories equipped for making sugar, except
as the term “sugarcane” is used in gections 2, 6, and 8.

(b) Bugar factory~—A sugar factory is a factory equipped for making raw
or dircet consumption sugar,

: (o) Birup factory—A sirup factory is a factory equipped only for making
sirup.

2. Production and farms covered herein~—The producer represents that in the
1934 crop year there were engaged In growing sugarecane on the above mentioned
farm, hereinafter referred to as “this farm” ...... w-~ Share-tenants and
~ewoman—w- Sharve croppers, and represents that the sugarcane produced and
delivered to sugar factorics for the crop years 1929, 1030, 1931, 1932, and
1033 was as follows:

! . CORRECTED DATA OF
REPRESENTED DATA THE COMMITTER (not
OF THE PRODUCER to be filled in by
producer)

Crop Year

Sugarcane produced | SBugarcane  produced
and delivered to and dellvered to
suger factories sugar factories

The producer further represents that upon this farm in the crop year 1034

there were (or are to be) harvested the following: .eecnenn acres of sugar-
cane for delivery to sugar factories ) wommeeao_ acres of sugarcane for dellvery
to sirup factorles; —........ acres of sugarcane for seed. '

The producer agrees that such of the acrenge and production figures con-
tained hereln as are not supported by substantiating evidence acceptable to
1thte Secrt(itnry. may be corrected by the Secretary, based upon the best ayailable
nformation, :

The producer further represents that he does not control any other farm
in thig State, on which sugarcane is being grown, which is not covered by a
similar contract. The producer agrees that he will execute an ofter for a con.
tract with respect to any other farm or farms in this State on which sugir-
cane is belng grown, either now or hereafter controlled by the producer, pro-

vided, howsver, that where the prior owner of land Hereafter acquired has
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already entered into a contract, with ‘respect thereto, the producer shall be
bound by such contract and entitled to the allotment thereunder pursuant to
section 13.  Any breach of any of the terms and conditions of such like con-
tract, or contracts, shall be grounds for termination of this contract by the
Secretary.  Any such farm now or hereafter controlied by the producer as to
which he does not enter into a centract, shall be deemed to be u part of this
farm under this contract and subject to the limitations imposed with respect
{hereto, until such time as he enters into a contract with respeet thereto.

3. Basc production.

() 'The producer shall have the right to choose any one of the following
methods ' for determining the “base production” of this farm.

(1) The average production of sugarcane for the crop years of 1020, 1630,
1931, 1932, and 1033, provided sugarcane was grown in the crop years 1932
and/or 1933,

(2) The average production of sugaveane for the crop years of 1030, 1031,
1082, and 1933, provided sugarcane was grown in the crop years 1932 and/ov
1043.

(3) The average production of sugavceane for the crop years of 1031, 1932,
and 1933 provided sugarcane was grown in the crop years 1932 and/or 1933,

(4) The average production of sugarcane for the crop years 1032 and 1933,

(5) Seventy (70) percent of the production of sugarcane for the crop year
of 1933 or 1934, In the event a producer chooses the crop year 1034 to deter-
mine his base production under this paragraph, his base production for the
crop year of 1034 shall b seventy (70) percent of the production of sugareane
for the crop year of 1934, In the event the production data for 1934 is not
available, the 1934 production of sugarcane shall be esthinnied by multiplying
the 1034 acreage available for harvest for sugarveane by the average yleld per
nere of sugareane for Louisiann in 1033 as determined by the Secretavy.

(8) If a producer becomes a party to a contract applicable to only the 1935
or 183G crop years, and none of the ahove options are applicable to the pro-
ducer, the Secretary shall determine his base production in a manner equitable
to the producer and to other producers,

. t(ib) The “base production” for this favm I8 oo tony, enlceulated from
option _______ ‘s

4. Production allotmen!.—The “production allotment” for this farm shall be
determined by the Scevetary from the base production specifled above within
thirty (30) days after the signing of this contract, and such amount (subject
to adjustments under see. 5) shall be deemed to be incorporated as a part of
thix confraet.  Such production allotment shall be a pro rata share of the totul
production for the State of Louisiann allotted pursunant to this contvact: pro-
vided, howcver, that the total produection thus allofted to Loulsiana for the 1936
and 1036 crop years shall not be less than the production of sugnreane neces-
siry (as determined by the Secretary) to yield the amount of sugar allotted,
or to be allotted, to processors of sugar in Loulslunn by the Seceretary pursuant
to the Agricultural Adjustment Act as amended. .

B, Increase or decrease of production allotment—The production allotment
for this farm may be adjusted in the diseretion of the Seeretary ng follows:

(@) If the Secretary shall determine for the year 1936, prior to the planting
of sugarcane for that crop year, that the carry-over of sugnreane or sugar from
sugarcane into 1036 plug the estimated produetion for that crop year (unless
adjusted pursuant to this paragraph) would oxeeed Loulsinna's sharve (as de-
termined by the Scerotary) of the quota for the Unlted States sugarcane nren
plus an amount equal to the normal carry-over, then the Secretary mny revise
uniformly the production allotments for nll produceys; provided. however, that
if in any section of Lonislann, by reason of conditions not within the controt
of producers, such producers have not equalled their total p oduction alot-
ments for the preceding year, such revision may be adjusted in their behalf,

(1) The Seeretary may, for a particular erop year, offer a producer an in-
cronred production allotment,  Upon the producer’s aceeptance of such increnred
allotment, the producer shall be bound by all of the provisions of the contracet
as regards such Increase for that particular year,

(0) The producer agrees to notify the Secretary, for each of tho crop years
of 1985 and 19306, on or before a specified date to be announced by the Seeretary
(which date shall be a reasonable period before the opening of the planting
season for each such crop year), what part of his production allotment such
producer intends to produce. If the producer glves notice of his intention to

A A———
1 Qtrlke out subsection not eleated,
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produce lesy than his production allotment, or does not plant an acreage suffi-
cient to yield his full production allotment, on or hefore n specifled date to be
announced by the Scceretary, then the Seeretary shall revise downward accord-
ingly sueh producer’s production allotinent, and such adjusted production allot-
ment shall be his production allotment for that crop year; but the producer
shall not thereby lose his right to deliver in the follJowing crop year his pro-
duction allotment as herein otherwise determined.

6. Agrecment not to crceed production allotment.~-"The producer hereby agrees
that the production of sugareance on this farm for delivery to sugar factorles
for the crop year 1935 and, in case the Seeretary exerelses his privilege under
xection 19, for the crop year 1936, shall not exceed the production allotment
for that crop year.

If the producer, for‘any crop year, exceeds hig production ullotment, or grows
more sugareane for seed and/or sivnp than is permitted hereunder, the Seere-
tary may, in his discretion, cither cancel the contract or declde to continue the
contraet in force, in which case suceh excess sugaveane shall be disposed of in
the manuer determined by the Seeretary in hix diseretion, or, if the producer
s already disposed of such excess sugareane, the Sceretary shall be entitled
to any rights or to any proceeds arvising from such disposition,

The producer further agrees (1) that the acreage of sugarcane planted on this
farm in 1935 and, in case the Seevetavy exercises his privilege under gection 19,
then also for 1936, for sugarcane to be delivered to sugar faetories shall not
he in excers of the acreage necessary on the basis of the average yield per
aere of (his farm to produce the production allotted to this farin; (2) that
the acreage of sugnreane to be used for seed for the 193¢ crop shall not be in
excess of the acreage necessary to supply seed suflleient to produce the produe-
tion atlotment for (his farm, except wherve it s established that this farm was
engaged in producing sugarveane for seed on a commereinl badds§ and (3) that,
in the event, the producer delivered sugareane to sivap factories in the crop year
1034, the nerenge of sugarcane grown on this farm for delivery to sirap fac-
tories in the crop year 1935 and/ov 1930 shall not be greater than the serenge
grown for such deliveries in the crop year 1034, except as may be permitted
under a confract hetween the producer and the Scevetary, If the producer
plants or has planted acrenge in exeess of that permitted under this section,
the Secrvetary may withhold all payments due herounder until such time s
the acreage is adjusted to the limits provided,

7. Marketing cards~—The producer shall submit suceh data relating to snles
and deliveries of sugnreane ag the Seeretavy may require on eards to he known
as “Marketing Cards” to he provided by the Seervotavy, The producer xhall
certhy to the truth of the formation stated. on such eards, and shall deliver
rhem to his Parlsh Sugarcane Production Coutrol Association within the time
and in the manner provided thereon.

8. Number of shurc-tenants and share-croppers not to be reduced—The pro-
dueer agrees that he will not reduce the munber of share-tenants and/or share-
croppers engaged In growing sugareane on this farm for deliveries to sugav
and shap factorles in the crop years 1085 and/or 1936 belew the number so
engaged, if nny, for the 1034 crop year, beeause of the reduction in sugareane
n(-rzmxot and sugareane production, or beeause of any other provisions in this
contract,

0. Assignments prohibited —TIt i agreed that the producer will not soll, trauns-
for, or assign, in whole or in part, this contract, except ns provided in seetion 18,
or hig vight to or clntm for payments under this contract, and will not execuie
any power of attorney to collect such payments or to order that any such
payments bo made, and any such sale, assignment, order or power of attorney
shall he null aud void, :

10, Labor conditions,—To cffcetuate the polley of scetion 8 (a) 3 of the act,
as amended,—

(a) Child labor~~The producor herehy ngrees not to employ, nor to suffor
nor permit the employment of, by any other person, diveetly or Indirectly, In
the produetion, cultivation, and/or harvesting of sugatveane on this farm; any
¢hild nuder the age of 14 yenrs, exeopt o wember of hig own family, whethor
for galn to such child or any othor person and he agrees not to so employ
or permit such employment of a ehild between the ages of 14 and 16 yenrs,
inclusive, except o member of his immediate family, for a longer period than
8 hours each day, "

(b) Fieing of minimum wages,~The Seceretary shall have the authority (1)
after dQue notice and opportunity for public hearing at a place accessible to
producers and workers involved, and (2) on the basls of a fair and cquitable

»
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division among processors, producers, and workers of the proceeds derived
from the growing and marketing of sugarcane, and the products therecof, o
establish minimum wages for Loulsiana, to be paid by producers to workers
and, where necessary, the time and method of payment, in connection with the
production, cultivation, and/or harvesting of the 1935 and/or the 1936 crops of
sugareane. The producer agrees to abide by the determination of the Secre-
tary when such minimum wages and the time and method of payment have been
established.

To insure a fair and equitable division among processors, producers, and
i workers of the proceeds derived from the growing and marketing of the 1034
g crop, the producer, for himself and on behalf of the persons whose perform-
K ance he guarantees, as provided in section 14, herecby agrees to pay promptly,

or cause to be paid promptly, to the workers who work or have worked on
this farm, or in factories processing sugarcane, contrelled by the producer or
such other persons, all bona fide claims for wages for sald workers arising in
connection with the production, cultivation, harvesting and/or processing of
the 1934 crop, and to provide the Sccretary, prior to the time of payment of
the final 1934 crop payment under this contract, with a certificate to the effect
It that such claims have been pald, The Sceretary shall have the right, in his
4 discretion, to refuse to make the final 1034 crop payment due under this
: contract, to the producer, unless the producer shall submit additional evidence
a satisfactory to the Secretary that all of such wages have been paid.
) (6) Adjudication of labor disputes.—The producer hereby agrees that he will
fl abide by the decislon of the Secretary with respect to any labor digpute involv-
ol ing the producer, in connection with the production, cultivation, and/or har-
vesting of sugarcane of the producer, when any such dispute has been pre-
sented to the Sceretary by the producer or any other person and the Secrctary
. has determined to adjudicate such dispute,
3 11, Acccss to records—Tor the purpose of supervision and investigation of

, the performance by the producer of the terms hereof, the Secretary, shall at all
rensonable times have entry to this farm and access to all records for this farm,
i and the producer shall furnish to the Secretary such information relating to
this farm as may be requested by the Secretary.

12, Warranty as to reprogentations—The statements contained herein ave
true to the best of the knowledge and belief of the producer. A material
misstatement herein, or any noncomplinnce by the producer with any of the
- terms hereof, or with any regulations or administrative rulings which have
4 been or may hereafter be lssued with reference to this contract, shall be
3 grounds for a rescission and/or "termination thereor by the Severetary, The
f determination of the Secretary that any such misstatement or noncompliance
.}
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has occurred shall be final and conclusive., In the event of a rescission and/or
termination hereunder, the producer shall return to the Secretary any pay-
; ments therotofore paid to the producer, together with all costs incldent to
ke the collection thercof.
b 13. Covenante and production allotments on transfer of farms.~—All under-
takings herein of the producer are covenants which shall run with the land and
Vv shall be fully obligatory upon all future transferees, purchasers, lessees, ten
! ants, and encumbrancers of this farm, or any part thereof, whether such
transfer, purchase, lease, o encumbrance has resulted by voluniary agree-
; ment or by operation of law., In the event that the entire farm 1is sold or
o otherwise transferred, the transferce shall be entitled to the production allot-
ment hereln assigned to this farm. In the ovent that any portion of this
% farm which is sulted for *he growing of sugarcane is sold or otherwige trans-
ferred, the transferor and the transforce of such portion shall agree ns to the
divisiont of the production allotment between the portion transferred and the
remainder. Such division shall constitute the production allotment, for the
portion of the farm transferred and the remainder thercof, unless the Secre-
tary secs fit to revise it. In the event that no such division'ls made upon
such a transfer, the Secretary shall, when notified in writing of such transfer,
. detoermine the produnction allotment for the portion transferred and for the
romainder of this farm,

14. Agrreement as to the sale of sugarcane~—In the event the Secretary shall
issue nllotments to processors for the marketing of sugar manufactured from
sugarcane, the producer hereby agrees not to soll, in 1985 and/or 1086, sugar-
cane, to a processor who has not recelved such an allotment for 1088 and/or

: '1‘119 producer agrees that he, and hereby guarantees that any person con-
troljing him: or controlled by him, by stock ownership or in’any other manner,
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hereinafter called ‘“the afiilinte” and “the subsidiary”, respectively, or any
other person controlled by or controlling such afliliate or subsidiary, by stock
ownership or in any other manner, («¢) will enter into contracts providing
fair prices to be determined by the Secretary for all sugarcane bought or sold
by him or such persons, and for the adjudication by the Secrefary or his duty
authorized agent of any disputes arising with respect to any of the terms of
the sale and purchase of sugarcane, and (b) that the Secrctary shall have
the authority, (1) after due notice and opportunity for public hearing at a
place accessible to the workers involved, and (2) on the basis of a fair and
equitable division among ‘processors, producers, and workers, of the proceeds
derived from the growing and marketing of sugarcane and sugar and the
products thereof, to establish minimuin wages for Loulsiana, to be paid by
the producer and the above persons whose performance he guarantees, to
workers and, where necessary, the time #nd mocthod of payment, in connec-
tlon with the processing of the 1985 and/or 1986 crops of sugarcane, and the
producer agrees that he and the above persons whose performance he guar-
antees, will abide by the determination of the Secretary when such minimum
wages and the time and method of payment have been established, The
performance required by this section on the part of the producer and upon
the part of the persons whose performance he gnarantees shall be a condi-
tion precedent to the obligation of the Secretary to make payments hereunder.

PART 1I, PERFORMANCE BYX THE SECRETARY

16. Standard sugarcanc—The 1034 and 1935 crop payments shall be made on

%ho btasis of standard sugarcane, such standard to be determined by the
ceretary. . .

(a) 1934-crop payments—For the 1934 crop there shall he made two pay-
ments to be known as “the advance 1934 payment” and “the final 1934 pay-
ment”, respectively,

(b) Advance 193} payment—There shall be paid to the producer one dollar
($1) per ton (aund proportionately for each fraction of a ton computed to
the nearest tenth) of the base production of the farm, except where the
Secretary estimates that the producers' production will be less, in which case
payment will be made on such estimated tonnage. This payment shall be
made as soon as practicable after Decembor 1, 1034,

(¢) Final 1984 payment~There shall he paid to the producer an amount
which, when added to the advance 1934 payment, and the average market
price of sugarcane as ascertained by the Secretary, shall result in o price,
equal to the parity price per ton of sugarcane, as determined by the Secretary
in accordance with section 2 (1) of the act, for each ton of sugarcane (and
proportionately for each fraction of a ton computed to the necarest tenth),
produced on and delivered from this farm in the 1034 crop year. In no
event shall the total of the 1034 crop payments be less than one dollar and
twenty-flve cents ($1.25) per ton of sugarcane for which payment ig to be
made. This payment shall be made after proof satisfactory to the Secretary
has been submitted to the Secretary, (1) of the total tons of sugarcane pro-
duced on nnd delivered from this farm in the crop year of 1984, and (2) that
the acreage of sugarcanc growing on this farm for the erop yéar of 1030
ia not In excess of the acreage as provided for in sectlon 6. This payment
shall be made as soon as practicable after March 1, 1835, if the proof required
above has been submitted, ! ‘

16, 1935 orop payments—Itor the 1083 crop there shall be made two pay-
ments to bo known as “the advance 1930 pnyment” and “the final 1085 pay-
ment”, respectivoly: . : ‘

() Advance 1935 payment—This payment rhall not be lees than fifty conts

(50¢) per ton of sugarcane (and proportionately for ench fraction of a ton’

computed to the nearest tenth) of the base production for that crop yeatr,
except where the Seceretary esthhates that theé producer’s production for such
crop year will be less, in which case payment will bo made on'sach estimated
tonnage. This payinent shall bo made after proof satisfactory to the Secretary
has been submitted to the Secretary, (1) that the producer hns fully peor-
© formed all the terms and conditions of this contract to be 'performed on his

part in rempect to the 1084 crop, and (2) that the acreage growing on this
farm for the 1035 crop year 18 not in'excess of the dcreage s provided for
in scetion 6, This punyment shall be made as séon fis practicable after March 1;
1085, if the proof required above has been submitted. o T e
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(b) Final 1935 payment.—~There shall be paid to the producer an amount
which, added to the advance 1935 payment and a fair price for sugarecane,
to be determined by the Secretary, shall result in a price equal to the parity
price per ton of sugarcane, as determined by the Secretary in accordance with

seetion 2 (1) of the act, for each ton of svgarcane (and propertionately

for each fraction of a ton computed to the nearest tenth) produced on and
delivered from his farm in the 1085 crop year, but in no case on a tonnage
greater than the production allotment., This payment shall be made after
proof satisfactory to the Seerctary has been submitted to the Secretary (1)
of the total tons of sugarcane produced on and delivered from this farm in
the crop year 1935, (2) that the applicable provisions of section 6 with vespect
to the crop of 1935 have been complied with, and (3) that in case the Secre-
tary has exercised his privilege under section 19, the planted acreage in the
erop year 1936 does not exceed the acreage asg provided for in section 6,
This payment shall be made as soon as practicable after March 1, 1036, if the
proof required above has been submitted,

17. 1984, 1935 crop deficiency payments~—If the amounts of sugaveane pro-
duced and delivered from this farm in the crop year(s) 1984 and/or 1935 is
less in elther year than the base production for this farm due to the hona fide
abandonment after planting, of acrenge beeause of conditions not within the
control of the producer affecting the whole or a substantinl part of the parigh,
then there shall be made n defleiency payment of one dollar ($1) per ton for
ench ton (and proportionately for each fraction of a ton computed to (he nearest
tenth), of sugarcane which, as determined by the Secretary, would have bheen
harvested upon the abandoned acves, but such payment shall he made on no
greater tonnage than the amount by which the actual production from this
farm is less than the production allotment for this farm or the production
which the Secretary determines would have been produced but for the abandon-
ment, whichever {8 less, In the event an abandonment of acreage occurs as a
result of freezing after November 1 of the crop year aund durlng the harvest
period, such payment shall he at the rate of $1.50 per ton, The deflelency pay-
ments shall be made only after proof, satlsfactory to the Secretary, has heen
submitted to the Secretary that the producer cultivated said sugareane in the
usunl manner and performed all other work requirea in the production of a
sugareane crop up to the thne of abandonment, The 1034 payvment shall be
made a8 soon as practicable after December 1, 1084, and the 1085 pnyment a8
goon ns practicable after December 1, 1035, if the proof vequlred above has
been submitted,

18, Deduction of administrative expense~~From the amount payable here-
under hy the Seerctary to the producer on account of the final crop payvment
and/or crop deflelency nayment of any vear, the Seeretnvy shall deduct the
prorata share per ton of all administyative expenses of the Parish Sugaveane
Production Control Assoelation for that crop yonr.

PART III, FURTHIER PERFORMANCE BY PRODUCER

10. Secretary's privilege to cotend contract—-The Secretary shnll have the
nrivilege of extending the contract to the 1936 crop vear, Such privilege may
he oxercised by notlee thereof in writing mailed by the Seeretary of tho above
nddvess prior to August 1, 1935. In the event that the Seeretary exerelses such
privilege. the terms and conditions of this contract shall apply with the same
forco nnd offect in 1936 as in 1085, except as nrovided in seetlon 20,

20, Payments ynder ertended conutracta—~-In the event that tho Sceretary
exorclges hg neivilege under section 19, the producor shall recelve two crop
payments and/or erop deficioncy payment In the game manner and subject
to the samoe conditions ag provided with respeet to the 1038 cron. the amount
and timo of all snch payments, however, to be determined by the Secretary.
These payments shall bo in amounts, which, added to the amount equal to
a fair vrice for surarcane to ho dotermined by the Sceretury, shall result
in n prico equal to the parity price per ton of sugareane as derermined by the
Soerotary in. necordance with seetion 2 (1) of the act for cach ton (and
pronortionately for each fraction of n ton computed to the nenrest tenth)
produced on and delivered from this farm In that erop year, less the pro rata
share per ton-of the ndmintstrative exnpenses for that erop vear, of the Parish
Sugarcane. Production Control Association, The amount of such payments
ghall bo smch ag will 'rernlt In the price per ton of sugarcane recetved by the
producer equalling the parity price per ton:of sugarcane established by the
fecrotary less the pro rata share ner ton of the administrative expenso of the
Parish Sugarcane Production Control Associntion,
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21, Payment to producer—~—All payments under this contract shall be paid
to the producer except as provided under this section and sections 22 aund 23,

In the event of the contingencles listed below in paragraphs (), (d), and
(c) of this section, payments which have accrued at the time of such con-
tingency shall or may be paid as therein provided. A payment will he deemed
to have accrued if at the time of the happening _of such contingency the
producer has performed the conditions precedent, except requirements of proof,
to such payment,

(a) Deaih or disappearance.~In the case of death or disappearance to the
following person or persons jointly named herein below by the producer:

Name of person(s) Address(cs)

(b)) Incompetency~—In the case of the incompetency of the producer, to his
duly qualified guardian, or, if none has been appointed, to the following person
or persons Jointly named herein below by the producer:

Name of person (8) Address(cs)

______ ——— - -

() Insolvency, ete~In cage the producer is involved in insolvency, bank-
ruptey, garnishment, attachment, or execution proceedings, or has voluntarily
or involuntarily abandoned his farm, the Secretary muy terminate the contract
and all payments due thereunder, Thereafter he may, in his diseretion, pay to
the producer, ov apply for his benefit, payments which have accrued.

When the Sceretnry has determined the existence or nonexistence of a cir-
cumstance in the event of which pnyment is to be made to a designated person
and has pald, in accordance with such determination, to the producer or to the
designated person, the obligation of the Secretary with respect to the payment
%0 made shall be discharged therveby and neither the producer, the designated
party, nor any other person shall have any right of actlon ugainst the Sceretary
or the United States of Ameriea with respect thereto.

I'ayment shall not he made to the producer or to the person who succeeds him
in the control of this farm unless he planted, produced, or harvested the crop
a8 to which the payment is to be mnde, or in the case of a defleieney payment,
was in control of this farm duriug the perviod when planting, produeing, or
hinrvesting normally takes place, or who has or had a share interest in such
crop ar landlord or as share-tennnt, and/or shave-cropper.  But a peraen who
stueeeeds the producer In the control of this farm shall not ho entitled to a pay-
ment which has acerued and is payable under’ this section to the producer or a
designated person,

PART IV, PARTICIPATION IN PAYMENTS

22, Sharc-tenant and landlord.—If the producer is a share-tenant, payments
shall be made to the producer and landlord according to their regpective interests
in the crop as determined by thelr rentil agreement, For the purpose of making
sneh payments the prodnwr shall set forth below the names of all his landlovds
with their respective interests in the crop, and have each such landlord execute
below, his agreement to such division, The Sceretary shall make payments to
the producer and the landlords according as thoelr interest shall so appear,

t
NAME oF T.ANDLORD(S) ADDRESS(ER) “"“&“c".{‘o? HARE Aquﬁflofvﬁgx:m‘

L TSR

anbacumnusnvenne

.......... neemne

Total paymont to Tmndlord(s) ...... ..... rewscansrssacerancenns| $one

(Tng FoLLOWING FORM OF SIGNATURE I3 10 BX UsRD \WHERE THIS BROTION APPLIES)

WITRESS(ES) smi:nunz(s) o LANDLORD(8) BIGNATURE(S)

0
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-, In the event any such interest changes, the producer shall execute and sub-
mit to the Secretary a form, to be supplied by the Becretary, containing infor-
mation which will indibate the persons to whom payment shall thereafter be
made under this. contract, . ‘ . T o

- .28, Payment where share-tenanig or share-oroppers.—In the event that sugar-
cane g or was produced in any year with the ald of share-tenants and/or
ghare-croppers, ppyments for such year shail be pald to. the. producer and the
share-tenants and/or share-croppers according to their respective interests in
the crop as determined by their respective rental agreements. . For the purpose
of making. such payments, the producer shall set forth below the names, of all
his share-tenants and/or share-croppers with their respective interests in the
crop, and shall have each such share-tenant and/or share-cropper execute below
his agreement to such division; The Secretary shall make payments to the
producer and the share-tenants and/or share-croppers according as their in-

terests shall so appear.

NAME OF SHARE-TENANT(8) PRRCENTAGE SHARE | AMOUNT OF ADVANCE
OR BHARE-CROPPRR(S) AvprEsa(re) or GROP 1034 PAYMENT

¥l

(TrE FOLLOWING FORM OF BIGNATURR IS TO BR UsnD WHERE Td18 SECTION APFLIES)

. Winmss(me) SIGNATURE(E) 5""“"’1'“““;!(3;‘ o g;!&m()norua(s)

LT T TP PP PE R T YT LR

PATMENT 10 PRODUCRR(S) - i Ui A O a8

B T T T L. ...... emamnneanesan anefenmonaanennsnsosnnscoven

"In the event any such interest changes, the producer shall execute and
submit to the Secretary , form, to be supplied by the Secretary, containing
information which will indicate the pérsons to whom payment shall thereafter
be made under this contract.. ‘ S :

b EERR| oy

S Ul pARD V. GRNNBAL L ‘
i‘; %ié",leapreoentauon of ‘control—The producer ropresents that ho has absolute
gh

E,o control the use of this farm during the period of the contract excegt
that 1f ip does not have the right to control the' use of this farm for tho 1086
crop, he shall secure from any person gr persons having such control ai exeeu-
tion of the agreement herein below sot forth entltled “Agreement for 1986

Gropt’ ot Tt R : T
21? Momberéhip tn confrol assoclation.~The producer hereby applies for
membership In the Parish Bugarcane Production Control Association in the
above-named parish., = | o ; , o
26, Heorotary and agents~The term “Secretary!” whorever used in this con-
tract shall be deemed to Include the Becretary, or ﬂ!? Acting: Secratary of
Agriculture, The Secretary may by designation in writing name any person
or persons, including ‘officers or ,ngploye.es"ot the Government or Byreaus,
Divistona ¢ Sections’ of the Department of Agriculturé, to act ab his agenis
or agencies in connection with any of the provisions of this contract T

“In Witness Whereof, I have executed this contract, /. 7 ai. 47! o
Witneas....... .. (Produger) 7

. nemesppenrsonp

“tr !

Dato.mumsminns N Producer must sign exnat)ly o

L
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AGREEMENT FOR. 1988 Cmop

27, The undersigned having the right to control the use, of this farm for the
1936 crop hereby agrees that he or they or his or their assigns or lessees will
undertake the performance of the contract hereinbefore get forth during such
perlod.

Witness (e3) Person(s)

DAL e , 193
ACCEPTANCE BY SECRETARY

In consideration of and in reliance upon the reprcsenmli(ms and agreements

above set forth, this offer is hucb ¥

" ENRY A, WALLAOE,
Secretary of Agriculture,
(For lmi; on behalf M;he United States.) -

"5& W’“‘*&\

We hereby gertify, tlxumWe lmv monsid%ﬂd tly i_'ougolng repre ntations
of the produc gr, the mpurﬁg of certiffeations ¥ the local Sugarcane Production
Control Cor .‘" lttce. if any, cvidencl supiiiite; u by the pxd@ucer whickiin our
opinions wag'udequate and certify t;;t" “to, fhe Bast of oup kmpwledye ang: bellef
the 1934 acfeage for sugar, and pr ductién dnt%ﬂlm\g‘b inigection 2 ape cor-

rect and rgcommend ht the S icggtary enter & Sugfircane Prodhetion
§: Contract e pr er d approye %e adv

Adjustmen 1co 1934 payment
due under ghe terms ntpact, e determiped for this fagh the
acreage ung produ«.ti ﬂmu Hub ec s AJcorrect and adjuggment
as the Seciptary may d nece 4 g%

1. Acres §f sugarcan %har ﬁstca or to l\x‘wemd in 1934 (o be fifled in

where produger grew s ne on ", Acres
2, Base sugareane pr tion (opt m@,,&. ‘§ 4§Tor 5)Y it e el OIS
Approved by Parish Sugnrcune Produetion Coigrol Compgittee:

Date 'iyncd)i

Checked by codity agent or - ‘ i
sentative of Stugar Section, - ' .

cultural Adjusti :.: Administras s,

tion.
Date. 193.. Pariah Bu, ccmo Productitm
By. "%@ ‘ Cp¥trol Committes

COMPU : . '

Advance 1934 payment, base moductlon of £OPM e ~--- tons at $1 per

Ol $ecitiin i
RECAPITULATION OF PAYMENTS

Total advance 1984 payment to landlord(s) 3.
Total advance 1034 payment to almre'teuant(s) and/or ahare-
eropper(s) ) B.
Total advance 1984 payment to produeor : v fromns
Total advance, 1984 payment due. on. this mnmvt i

CERTIFICATE 0¥ ADMINISTRATIVE OFFICER
Adminigtratively approved for advance 1934 payment: in- the amount ot»

o 0 e o o i 0

Date , 108

“(Afministrative Officar Pay
ment Unit, Sugar Secuon

et b et

‘¥3tfike out optlons not appifcablé.
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GENERAL ACCOUNTING OFFICKE PREAUDIT

Certified for payment in the amount of $. . ________
J. R, McCarr, Comptroller eneral of the United States.

CERTIFICATE OF COMPTROLLER

Audited and approved for Advance 1934 payment in the amouwnt of $. .o
JouN B. PAYNE, Comptroller,

Patd by check(s) drawn on the Treasury of the United States in favor of payee(s) named below

DATE NUMBER AMOUNT PAYEES

(ANY INTENTIONAL MISREPRESENTATION OF FACTS MADE IN THIS CONTRACT POR THE PURPOSRE OF DE-
En.\ur))ma THE URITED STATES WILL RE RUBJECT TO THE CRIMINAL PROVISIONS OF THE UNITED STATES
ODE

Senator OverroN, How much in dollars and cents was Louisiana
penalized, do you know? ‘

Mvr, Boura, One million five hundred thousand would be a round

figure, although in the cases where there were overpayments I must
state that the refunds were not demanded, but the fact remaing that
they did not receive the money. ‘
. With regard to the tax on backstrap molasses for the use in dis-
tillation of alcohol, we must enter a protest against the farmers of
Louisiana paying taxes for the benofit of the grain farmers of the
Middle West. We would not objeet to a tax or to a tariff on black-
strap molasses from a foreign country, which goes into competition,
but we do not subscribe to the theory and we must object to any pro-
vision which creates a competitive disadvantage against the sugarcane
farmer for the benefit of any other farmer, as friendly as we are with
all other farmers, . L , ‘

There is also the question of the abatement of the tax on ungold
sugars at the time that the tax goes out. We do not feel that the
unsold sugar, if the tax is terminated, should be made to pay a tax,
because then the refiners who bring in raw sugar would not have to
pay o tax, while those of us in the beet area and in the cane area who
make direct consumption sugar, and the tax being on manufactured
sugar, would be penalized, and again we would be placed at a com-
petitive disadvantage, :

There is also a very slight omission in section 206, which says that
the quota reguliations on sugar now in existence shall be continued

until new quotas are made for 1937, but it does not say anything
n
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about the continuation of the sirup regulations. That may be just
a technicality, of course, but it is very important because those sirup
importations do affect us very greatly, and I do think that by a vei-
erence to the sirup regulations that would be corrected.

We do want legislation at this session, and we are willing to ac-
cept the Jones bill, -

Senator Brown. Florida has made a strong appeal for an increase
in quota, not upon past performance, but on her capacity to expand
production. Let me ask you whether Louisiana can expand her
production away beyond the quota contemplated by this bill?

Mr, Boure. According to the Crop Reporting Board, we have
planted now, and there is about ta ‘)e harvested 240,000 acres of
sugarcane for sugar., In 1911 the official records showed that we had
planted and' harvested 310,000, so obviously we are well below our
previous performance and experience in acreage.

As to sugar cane production, we have produced 5,800,000 tons and
we only produced less than 5,000,000 last year, so we are under our
production in sugarcane, and, of course, as Senator Overton has
said, in the case of sugar we produced 386,000 in 1936, and accord-
ing to the figures we would get less quota than we produced last
year, although every estimate that I have from experienced sugar
planters, and especially factory owners, who have to buy cane in
advance, they estimate that barring a severe freeze at the early part
of the season we will produce between 400,000 and 450,000 tons of
sugar. So it is apparent, based upon the argument that I just made,
that the individual growers are entitled to whatever proportionate
increase there is given to any other farmer in any other aren, and
certainly Louisiana has the capacity, not to expand but to bo re-
stored to its former production in acreage of sugarcane sugar, and
to' restore to operation the sugar mills, 11 of which are now capable
of rehabilitation and 5 additionally have only recently been vehabili-
tated by Farm Credit Administration money, giving to farmers in
Louisiana the right to mill their cane cooperatively, Ividentl
the Department. of Agriculture scientists believe in sugareane cul-
ture, ond the Resettlement Administration has given to its growers
the sugarcane varicties to O})erate as the major cash crop, o they
must believe in sugarcane culture as the best cash crop of Louisiana,
and the Farm Credit Administration has put millions of' dollars in
for five farmers’ coopemt,ives, and there is room for eleven more,

The Cuamaan, Thank you very much, ,

(The statement submitted bv Mr. Bourg in connection with his
foregoing testimony, is as follows:) o L

The Loulsiana sugar industry is willing to accept the Jones bill as it was
passed in the House of Representatives, We are’ not entirely satisfled with
the provistons of the bill, and, in fact, we actually conglder the quota pro-
visions as unduly restrletive. Nevertheless, there ave threo principal reasons
why we, at this tline, endorse the Jones bill and nsk your committeo to report

‘4t favorably, - '

-1, The Jones bill represents a series of compromises and the House Committee
on Agriculture reported it unanimoualy. . . o
.2, It 8 a DIl which is limited to a term of 8 years and is, therefore, tem-
porary in ite provistons, . . TR 1L wol e

8. The adjournment of Congress {8 8o close at hand that we ave hositant
te inject further controversies into this legislation, for' the simple reason that
we would prefer to have the Jones bill rather than no legislation at alls .

The Loufsiana sugar industry atill advocates the unlimited production- of
sugar in the Contluental United States, We cannot subseribe to the program
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of restriction, as long as we have farms with previous experience in sugarecane
culture that are not being used for profitable farming and as long as we have
sugar factories which are closed and are not operating, At the present time
we are not asking for expansion. Louisiana has already harvested in 1 year
as much as 310,000 acres in sugarcane for the production of sugar. As re-
cently as 1023 there were 124 sugar factories operating in southern Louisiana.
According to the official reports of the Crop Reporting Board there were 227,000
acres harvested for sugar in 1936 and the Board estimates there will be 240,000
acres harvested for sugar in 1037. Preparations are being made and are now
under way for the operation of 70 sugar factories during the 1937 harvest, of
which 6 have been rehabilitated in recent years through flnances obtained
through the Farm Credit Administration and these factorics are being oper-
ated as farming cooperatives.

With regard to production, Louisiana has twice before produced more than
400,000 tons of sugar, raw value, and the estimates coming from sugar planters
who are now making advance preparations for the harvest, is that the 1937
production will be between 400,000 and 450,000 tons.

It should be emphasized that the increase in the Louisiana production of
sugar in the past several years has been almost entirely due to new and im-
proved varieties of sugarcane seed, which not only have improved the yield of
sugarcane per acre but have also shown very considerable increases in the
number of pounds of sugar extracted from a ton of cane, In fact, while the
vield per acre averages about 10 tons for sgeveral years, the yield per acre in
1935 was 17 tons and in 1936 was 21 tons,

We naturally do not recognize the quota fixed for the continental cane arvea
as adequate in any senge because all estimates indieate that the production of
Loulsiana and Florida combined in 1937 will be in the neighborhood of 500,000
tons. Obviously, a quota of 420,000 tons is insufiicient,

The Department of Agriculture in all of its agricultural-adjustment pro-
grams has consistently basged these programs on the past performances or his-
torical background of the farm., In this manner the rights of the individual
farmer have been protected at least in proportion to his production as com-
pared to the total production in the past, Where there is crop control or
restriction of production it necessarily becomes the duty of Congress and of
the Department of Agriculture to glve full consideration and protection to the
individual farmers who have been producing the commodity in question,

This 18 particularly true in the case of sugarcane and sugar beets for the
rearon that tue production in continental United States 18 less than one-third
of the home consumption, It would naturally follow that farmers would he
encouraged to go into the productlon of sugarcane and sugar beots if they
would not have to show some previous record or if new farmers were not
restricted to a reasonable minimum production. A ease i direct point has
come into being very recently in Louislana through the activities of the Reset-
tlement Administration which is now a branch of the Department of Agricul-
ture. Oflleinl records indicate that more than 15,000 acres have been planted
in sugarcane in 21 different parishes of Louisiana for harvesting in 1037, Adat-
tionally, it is reported that the Resettlement Adwministration ie now preparing
to plant about double this acreage in the fall of 1037 for harvesting in 1938,
These projects represent small farmers and they represent a declasion on the
part of Resettlement experts to the effect that sugarcane is the hest cash crop
for gouthern Loulsiana. Naturally, if the funds of the Iederal Govérnment
are being used for the purpose of setting these farmers up to an efficient and
profitable farming operation, somo room must be made for them in the program
proposed by the Jones bill, Thus, unless substantial increases are made in the
quotas of tho continental United States, those farmers who have carried on
the industry throughout the depression years will be forced out of thelr pro-
portionate production, :

. In a etvic spirit and in a broad view of the farming communities involved,
there can be no successful quarrel with the decision of the Deopartment of
Agriculture, through its Resettlement Administrators, to require the farmers
to plant sugarcane as the most profitable cash crop for the area, but we submit
that if the Dopartment has so decided, it should consistently by agreeable to
and Congress will: certainly provide for improved guotas to take care of these
new projects, while: at the same time maintaining ‘the rights and preferences
due to the farmers with previous oxperience and recent record of performance,

It 18 also appropriate to suggest. that since the increase in production -of
sugar has been almost exclusively the result of mew and improved varieties
of sugarcahe furnished by the sclentists of the Department of Agriculture and

o
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of the Louisiana State Experiment Station, we have every reason to expect
that this magnificent contribution to scientific and efficient farming will not be
nullified or destroyed by harsh restrictions upon the production of a nonsurplus
crop.

In the interest of harmony and prompt action, we are willing to support
the Jones bill as passed by the House., However, we do want to suggest to
your committee that in addition to—

(1) An adequate quota for the continental cane area, equal at least to present
production, the following other amendments should be considered:

(2) We are unable to understand the effect of the yardstick for price cons
trol contained in section 201 and the statistics of the Bureau of Agricultural
Economics indicate that this yardstick would have made the production of
sugar beets and sugarcane unprofitable during the past 10 years, on which
cost flgures have been published by the Bureau., Accordingly we would feel
safer if the measure of the price of sugar would be on the basis of the price
of other foods, We suggest that the farmer would like to have a Department
of Agriculture official explain what it means and how it will be applied.

(3) Under the Jones-Costigan Act Louisiana suffered severe penalties hecause
allotments were made to farmers on the basis of tonnage. 'The result was that
when the new varleties of sugarcane produced well above the average of the
past several years, the farmers, through no fault of their own, became subject
to penalty, This was tantamount to placing a penalty on sclentific farming, It
would be more practical and satisfactory if the bill which states specifically
that allotments to beet and cane farmers would be made in terms of acreage.
The farmer s penalized by one section of the Department of Agriculture for
adopting the sclentific methods and practices recommended by another bureau
of the same Department of Agriculture.

(4) In the alternative, we would like to suggest that the benefit payment
should be made to farmers upon the basls of the final quota instead of the
initial quota. In this way the farmers would recelve the full benefit of any
incrense in consumption in which the distributor of sugar would be allowed
to participate. It is contradictory to collect a tax on sugar and permit that
sugar to he distributed under the quota, and then to turn around and penalize
tho farmer for producing the sugar which is taxed and distributed under the
law, That uctually happened under the Jones-Costlgan Act and we.appeal
to you to avold placing the farmer in the same difficulty and o protect him
from the loss of these benefit payments,

(6) Wo are unable to subscribe to the leglslative principla that the grain
farmers of the United States should be given a competitive advantage at the
oxpense of the sugarcane farmers of Louislana. Accordingly we are opposed
to a tax on blackstrap molasses which is used for the distiliation of alcohol,
If any tax 18 levied on molnsses for tne distillation of alcohol, it should be
applied to molasses imported from forelgn countries, not to domestic production.

(6) Scction 2068 continues the sugar quotas for 1037 in accordance with
regulations now in effect, but 1t doen not continue sirup quotas in accord.
ance with regulations now in effect, hence we recommend that reference he
made specifically to General Sirup Quota Regulations, series 2, no, 1, so that
there will be no lapse in this respect,

(') Tax abatement on unsold sugar, when tax terminates.

We ask for the continuntion of the sugar quota legislation by
‘Congress on a fair basis to all,

(&lmreupon, at 12:158 p, m,, the committee adjourned until Mon-
day, Aug. 9, 1987, at 9: 30 a. m.)

8407—37—~~0
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MONDAY, AUGUST 9, 1937

Unirep STATES SENATE,
CoMMITTEE ON FINANCE,
Washington, D. O.
The committee met, pursuant to adjournment, at 9:30 a. m., in
roon}d§§12, Senate Office Building, Senator Pat Harrison (chairman)
residing,.
P The Cuamrman. The committee will come to order,
Mr. Harold J. Burke, New York City.

STATEMENT OF HAROLD J. BURKE, OF NEW YORK CITY, REPRE-
SENTING THE SUGAR WORKERS CONFERENCE

The CuammaN. You represent the Sugar Workers Conference?

Mr. Burke. Yes, sir, : .

The Cuammax, I understood that you wanted to put into the
record the views of the Sugar Workers Conference on this bill.

Mr, Burke. Yes, sir; I do,

The Cuamman, All right, . )

. Mr. Burke. In view of your haste to complete hearings on this,
we would like to submit a statement g*vm%t he views of the Sugur
‘Workers Conference locals affilinted with the American Federation
of Labor. . :

The Cuamrman, All right, Mr, Burke.

Sexgmtor Vanpensere. What is the general purport of your advo-
cacy - )

Mr. Borke, The statement contains a letter written by Mr. Green
of the Federation of Labor, Mr, Meaney of the State Federation
of Labor of New York, and Mr. Whitney, of the Railroad Brother-
hood, as to the number of men affected by the importation of foreign
sugars, ‘

Senator Vanpensere, You are in favor of the limitation as
written ¢ ) '

My, Burke. Yes, sir. .

(The statement presented by Mr. Burke is as follows:) ‘

Members of organized labor working in the sugar industry are requesting
that your committee report H. R. 76067 as it was passed by the House -of
Representatives on August 6. :

cetion 207 of the House bill should remain intact, This section is the
one part of the bill which 18 of extreme importance to American workers,
because 1t continues control on the importation of refilne@ white sugar from
Cuba, Hawail, and Puerto Rico. In order that you may know why we think
this control 18 necessary and Just we offer the following facts: . .

(1) During the last 10 years the number of workers in the continental
canc-sugar reflneries has decreased from 20,000 to 26,000, This eondltlon lins
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been brought about almost solely because of the importation: of refined white
sugar. While the adoption of section 207 will not cause the reemployment of
sugar workers now unemployed, it will protect the jobs of those working in
the industry.

(2) Labor at home refineries is paid from $5 to $17 per day, and in the
sugar business members of the various crafts have been engaged in their par-
ticular line of work for a great many years, The majority of the members
of our union have been employed in their respective capacities from 15 to 50
years.

In the offshore areas sugar workers are pald from less than $1 per day in
Cuba and Puerto Rico, to $10,92 per week (average) in Hawaliil,

(3) The total annual pay roll of labor in thls country in the home cane
refineries is $25,000,000. We hold it is unsound during the present employ-
ment emergency to further reduce and eventually wipe out this pay roll in
favor of the cheap tropical labor of the offshore areas.

(4) For transporting about 94,000 carloads of refined sugar and other sup-
plies during the last year, American rvailroads received over $10,000,000 for
their services. Of this amount, over $4,300,000 was used to pay workers on
American rallronds, and Mr, A. F, Whitney, president of the Brotherhood of
Railroad 'Lrainmen, on March 31 of this year, instructed Mr. J, A, Farquharson,
national legislative representative of the Brotherhood of Railway Trainmen,
to support legislation to exclude the imporiation of refined white sugar. The
reflned sugar now coming into southeastern Atlantic ports is being hauled for
the most part by cheap nonunion trucking firms,

(5) More than 8,000 men were employed 9 months each year handling,
weighing, sampling, coopering, and warehousing raw sugar in the ports of New
York, Baltimore, Md., and Norfolk, Vu., prior to the importation of refined
white sugar. All of these men are now uncemployed or working on a part-
time basis, If they could return to work, they would recelve wages ranging
from $1 per hour to $17 per day, and indeed it scems to us consistent with the
administration’s employment policy that importation of refined white sugar be
permanently stopped and these citizens again returned to their regular em-
ployment, )

(8) A very important craft unfon known as the Lighterage Industry (these
men freight raw sugar by water from warchouses and steamship plers to res
fineries for final processing) has suffered greatly because of the policy ad-
opted by the Government, regarding white sugar importation, 'T'wo thousand
five hundred of these men are now uncmployed or on part-time basfs, During
the World War they weroe cohsidered one of the highly valuable adjunets to
our Navy and were able to step in as part of our national defense with very
ittle training. 'This group should be put back to work, .

(7) On April 6th of this year Wm, Green, president of the Ameriean Fed-
eration of Labor, addressed the following letter to Hon., Fred Cummings:

AMERIOAN F'EDERATION OF LAROR,
Washington, D. (., April 6, 1987,

3

Hon, Fakp. CuMMINGS, , o .
COhafrmen, Sudcommittee on Agrioutiure

: House of Roprosentati’vea, Washington, D, 0,
" Dear M, Cummings: Ponding before the subecommittee of the Agricultural
Committee of which you are chairman is a bill providing for the enactment
of the Sugar Act of 1037, This bill 1s of vital interest to organized American
labor, as well as to agriculture. It purports to cstablish permanont sugar
leglslation for the United States by means of o quota system and direct cash
bounties to sygar beet and sugarcane growers.. ' o

As you know, the Tariff Acts of 1022 and 1030 did not protect labor con-
nected. with the home refindug industry, inpsmuch as a tariff was not placed
upon . refined. sugar as such, This bill does not remedy that fundamental
defect. However, through the mechanism of the quotns on roflned sugar,
Congress .can direct that sugar imported from Cuba bhe imported in a raw
and not in-a refined form. This is cquitable and in the intorest of American
labor, inaamuch as it. would increase the volume of continental refiners and,
in 80 doing, it woula (@) glve. employmaent to unemployed men who once
worked in the home sugnr vofining Industry and (D) 1t would Increase the
}m;xrat‘oit,workrdone,by\those.now. ongaged in part time In refining and alited
ndustries. , . . oo o o - .

By the terms of the pending leglslation, Cuba will bo granted an assured
volyan'tor her raw sugar in our market throngh the quota systom, and at the
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same t'me she will obtain a preferential price in our market. Surely it is in
the public interest that Congress can qualify the preference it would guarantee
Cuba by demanding that Cuba restrict her economic activities to that for which
she is best suiied, that is, the production of raw sugar, In order that American
labor may do the refining in the United States. An amendment to the proposed
bill in this regard would in nowise be contrary to our good-neighbor policy,
inasmuch as it affords Cuba an adequate income, -~

is my understanding that, under the proposed bill, there would bec a
continuation of the limitations placed upon further increase in the importation
of sugar in refined form from our insular areas—Mawali, Puerto Rico, and
the Philippine Islands. In no event should these refined q}lotas be increased.

Very truly yours,
(Signed) W. GgeEN,
Pyregident, American Federation of Labor.

(8) Section 207 will allow Puerto Rico and Hawaii sugar refiners to con-
tinue their previous maximum shipments to the continent, while the reflnorles
where we are employed operate at about 62 percent of capacity. Thus labor in
the offshore areas is given specis’ “onsideration in the matter of refinery work.

Recently Mr. George Meaney, president of the New York Federation of Labor,
sent the following telegram to President Franklin D. Roosevelt:
Hon, FRANKLIN D, ROOSEVELT,

Washington, D. O.;

The New York State State ¥ederation of Labor asks your help to pasg the
Jones sugar bill approved by the ifcuse Agricultural Committee, The passage
of this bill is vital to the existence of teamsters, longshoremen, lighter captains,

tugboat men, railrond marine men, woighters, samplers, and inside refinery
workers, both men and women,

Gro. MEANEY, Prosident.

Mr. Meaney calls attention to many groups who are dependent in part on
the sugar industry, The workers in.allled crafis total more than 26,000 men.

In conclusion, Mr. Chairman and gentlemen of the committee, we who work
in the sugar business to care for our homes and familles, we whe seek no more
than the opportunity to labor in the trades we know, are carnestly asking that
your committco retain section 207 in the pending bll. Its retention means
¢conomie security for us—its removal, economic disaster.

The Cramman, Mr. Ernest Greene,

STATEMENT OF ERNEST GREENE, XANAGER OF 0OAHU 00, (USU-.
ALLY CALLED WAIPAHU PLANTATION), LOCATED AT WAIPAHU,
IN THE TERRITORY OF HAWAII, ON BEHALF OF THE SUGAR PRO-
DUCERS OF THAT TERRITORY

The CrammmaN, You represent the Hawaiian Sugar Planters
Association? - : : , -

Mr. Greene. Yes, sir; the sugar producers in the Territory of
Hawaii, ' . ‘

'The CiramyaN, Mr, Greene, you have 15 minutes, o

Mr, Grueng, I am Erne_sb'f}reene, managor of Qahu Sugar Co,
‘usunlly called Waipahu Plantation, located at Waipahu in the Terri-
tory of Hawaii, and this statement is made on' behalf of the sugar
producers of that Territory. ’ ‘

HMawaii is an incorporated Territory, an indivisible part of the
United States, subject equally with the 48 States to all Federal rove-
nue acts, immigration laws, turiff meusures, and labor legislation,
The National Labor Relations Aoct, the Social Stourity Act, and
the wages and hours bill (8. 2475) all-apply equally to the Territory
ol Hawaii and the several States: ' A
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. We protest against the discrimination against the Territor which
is contained in section 207, subsection (a) of the proposed Sugar
Act of 1937 (H. R. 7667), which is as follows:

Not more than twenty-nine thousand six hundred and sixteen short tons,
raw value, of the quota for IIawaii for any calendar ycar may be filled by
direct consumption sugar.

This unjust provision should be deleted from the bill. It pro-
hibits the sugar producers of Hawalii from processing their agricul-
tural products before such products enter interstate commerce. No
similar restriction is imposed upon any sugar-producing State.
Prohibited from processing their raw product at home, the pro-
ducers will be compelled to sell part of each crop of raw sugar to a
closely controlled group of manufacturing refiners on the eastern
geaboard. No similar disability is imposed upon the farming pro-
ducers or processors of any State. :

The bill (H. R. 7667) provides uniform treatment among domestic
areag in regard to total quotas. The Territory of Hawali bears its
full share of the adjustments in production and marketing which
are required under the program of sugar control. The initial quotas
under the Jones-Costigan Act required a crop reduction in Hawaii
of more than 70,000 tons a year as compare(* with the 3 preceding
years, and official statements have estimated the total reduction for
the three years 1935, 1936, and 1987 to be more than 500,000 tons.

Senator VanprNpere. May I ask you whether or not you did not
do enough better with the balance of the crop, so that you are pretty
well satisfied with your experience?

Mr, Greene. Like all sections, all areas, Senator, we recognize the
benefits that have come from the quota system. Before I answer
your question further, if T may just finish that thread of argument
which I wish to convey to you, that in addition to those reductions -
we also share and share willingly, becguse it is done proportionately
with other domestic aveas, in the reduction that is to be made in
certain domestic areas in order to provide the increase for the Lou-
isiana-Florida cane area which is included in the bill.

Coming back to the question of the benefit, Hawaii, like every
other domestic area, recognizes the benefits which have come from
the program of sugar control, but it is our feeling and our belief
that discriminatory restrictions on the processing of their sugar by
domestic producers have no proper place in that program; do not
affect the interests of any other domestic producers, and have no
bearing upon the basic principles which underlie that program,

Senator Vanpenperg, I sympathize with your feeling about dis-
crimination, but may I ask you a very practical question, whether
you would rather have this bill or no bill, supposing you had to
choose between the two?

Mr. Greene, Thig bill containg a diserimination which goes to the
heart of the priuciple which is dearer to us in Hawaii than any-
thing else—the principle that we believe that we are entitled to
equal treatment with the citizens in other parts of the country. We
want to share all the burdens, but we also want to share the benefits,
and as long as this bill contains a diserimination such as there is in
section 207 (a) we would prefer no bill, with the hardships that that
would bring to us. We cannot weigh principle against dollars and
cents, If I may continue with what I had in mind, there has been a

o
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great deal said about the effect upon labor if Hawaii is permitted to
refine such part as it may wish to of its agricultural produce at home,.
The greater part of the sugar produced in Hawaii is now and
has been for many years refined in the San Francisco Bay district.
There the producers of Hawaii have a laxge cooperatively owned
refinery which deals with the larger part of the sugar that is refined
in that area, A small amount is refined in another refinery in San
Francisco. In recent years some raw suﬁar from Hawaii has come
to the refiners on the eastern scaboard. The greatest amount that has
come has been about 300,000 tons in a year. No such raw sugar
came to the eastern refiners before 1929, and it is only since 1932 that
it has ngprouched this figure of 300,000 tons of which I have
mentioned, '

Bven if all of that 300,000 tons were to be refined in Hawaii and
the refineries in the five seaports that would be affected were to have
their annual melt reduced by that amount, it might reduce their
number of employees some 300 men over all those refiners.

Some people have been led to believe that if Hawaii were to re-
fine that part of its crop at home, great numbers of men in the city
of Boston would be forced out of em loyment and would be walk-
ing the streets and going on relief. As a matter of fact it is only
gince 1932 that any Hawaiian raw sugar has gone to the refineries
in the })ort of Boston, and in the 5 years in which it has been going
there the average has been a little less than 30,000 tons a year.

Senator Crark. Let me ask you, Mr. Greene, how many refineries
are thore at present?

Mr. Greene. There are about 10 or 11 altogether.

"Senator CLark. Are they not all owned and controlled practically
by two outfits?

Mr. GreenEe. It is my belief they are very closely controlled and
operated, Senator.,

Senator Kina. So they have got a monopoly of the refining in the
United States practically? ' :

Mr. Greene, They have; yes, sir.

Senator Gurrrey. How many interests control the cane sugar from
Hawaii ¢ :

Mr. Greene. There are 89 sugar producers there—farming enter-
prises, .

Senator Gurrry. Are they not owned by five processors, dirvectly or
indirectly ?

Mr. Greene. No, sir; they are owned by 15,000 stockholders,

Senator Gurrey, These five control all the matters of policy?

Mr. Gregne, No, sir; that is not correct. I beg to differ with you,

Senator Gurrryr. I have heard that statement made, and I wanted
to get the facts. ‘

r. GreeNg, That is not the fact,

Senator Gurrey. All right; go ahead with your testimony,

Mr. Greene, Now, as compared to the statements as to the small
number of men who might or might not be affected as to their em-
{)loyment in eastern refineries, we have this matter of principle,. We
1ave the right of the Terrvitory of Hawali to treatment on an equal
basis with the treatment accorded the 48 States. That is a right
which goes much deeper than matters pertaining to sugar or the
economics of sugar. It affects the entirve life of the Territory. It
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affects the civic and economic interests of every man, woman, and
child in that Territory, and if such discrimination takes firm root
in the laws of our country, it is indeed difficult to see what the final
outcome may be, or how it may affect generations that are yet to
come in that Territory.

Senator Kina. So far as I am concerned, I cannot quite understand
bfslr what reasoning, constitutional or otherwise, the United States
should deny the &)eople of Hawaii the right to refine their own sugar
which the United States permits them to grow.

Mr. Greene. Thank you, Senator,

Senator Kine. Any more than I would recognize the right of the
United States to say to the people of Utah that they may not refine
their own beets there in Salt Lake City or in contiguous cities.

Mr. Greene. Thank you, Senator. '

Some advocates of this discrimination have based their case on dis-
torted and incorrect statements in regard to labor conditions in the
Territory. I will not deal with that, further than to say that no
member of the Congress who has ever visited Hawaii has to my
knowledge joined in any such attack, and I think that is highly
significant,

Senator Vanpensera, I agreoe to that.

Mr, Greeng. Thank you, Senator.

Senator Kina, I read thestatement of President Roosevelt which he
made a few years ago when he visited the islands, and he compli-
gnlent‘aid the labor situation as well as the general conditions of the
islands.

Mr. Greene. Yes, sir; he did. The people who have visited the
Territory know the true facts. They know that the percentage of
native born in our population is higher than in many of the States,
They know that our farm wages compare favorably with the pub-
lished statistics for any parts of the country. They know that
‘workers in both production and processing of sugar enjoy the security
that comes from year-round empl(éfy;m(mt2 good wages, good homes,

ood medical service, and manK other things which go to make up
the security and well-being of the people who labor.

We urge, Mr, Chairman, that this discriminatory provision be
deleted from the bill,

The Crairman. Thank you, very much,

... Senator King, I would like to ask one question, You may have
discussed that before I came in. If you ship 80,000 tons, or any
considerable quantity of sugar to the eastern refiners do they not
haye the, control of that, and fix prices ,largelggi

Mr, Grerne. It compels us to sell, Senator King, ,

Senator. Kina, And they become your vendors, they become your
purchasers?

., Mr. Greene, And from my knowledge of the marketing situa-
tion it not only prohibits us from the processing, but by prohibiting
us from the processing, Senator, it compels us to go to virtually one
buyer to market our agricultural products.

Senator Georan, What is your refined sugar in the islands? How
much is it! What is the maximum?

Mr., Gregye. The maximum permitted is 20,616 tons,

Senator Georar, What has been your average?
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' Mr. Greene. That is thie amount that was refined before the pas-
sage of the act, Senator.

enator George. So you are not being cut down, actually?

Mr. GreenE, We are not being cut down, but we are in this bill -
being debarred from the freedom enjoyed by other producers in re- -
gard to processing their legal quantities of sugar under their total
quotas and we are thrown into the hands of a single buyer for some
part of our crop, roughly a third, and we are placed under those"
disabilities which are not clearly perceived at first thought, merely
because we did not process more before.

Senator Georae. How many refiners have you got in the islands?

Mr. Greene. There is one,

Senator Georae. Only onef

Mr. GreeNe. One company there refining sugar.,

Senator Grorge. And you are complaining about a monopoly here,
buRIyou have only got one there?

r. GrerNe, That refinery was started a good many years ago,
and they sell some of their refined sugar in Hawaii, and some is
marketed in other parts of the United States. I cannot see that
they are operating there as a monopoly. ‘ o

If this discrimination is removed and we are given the freedom
which we should have, I do not know whether that one refinery will
increase, or some other will be built. It is a matter of right to do
it, Senator, and I can see no evidence of monopoly, knowing our
situation as intimately as I do at home, in the fact that we only have
one at present.

The CrarmaN, Thank you very much.

Senator Brown. 1 woulzf like to ask a question,

Mr. Grerne, Yes, ‘

Senator BrowN, Mr. Greene, of course, in the manufacture of-
sugar from the sugarcane to vefined sugar, you in Hawaii do a con-
siderable part of the processing, do you not¥ ‘

Mr. Greene, We do the primary processing in making raw sugar;
yes, sir. o

Senator Brown. You make raw sugarf o

Mr, Greene. Yes, sir, L e

Senator Browx, Then you ship that raw sugar to your own plant
in San Francisco? =~ . o ;

Mr. Greeng, Some part; about 60 percent of our crop.

Senator BrowN, Well, more than half{ AEEEN

Mr. Gresne. About 60 percent of our crop, - L

Senator BrowN. About 60 percent? ' And you are permitted under
the Jones-Costigan Act and this act to have approximately 25 per-
cent of the American market, are you notf : ' S

Mr. Gresne, Our share with other domestic producers is about
25 percent of the share of domestic producers, Senator, That is not
25 percent of the American market, ‘ : o

enator Brown. Of all sugar produced by American producers,
you have about one-quarter? - ‘ N

Mr. Greene. About that; yes, sir, . S
~Senator Brow~. Was your company one of the signatories to the
Sugar Stabilization Agreement of 1938 ¢ SR
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Mr. Greene. That stabilization agreement would have had to come
back to be confirmed by individual companies, and we did not sign
the stabilization agreement.

Senator Brown. The representatives of Hawaiian sugar processors
agreed to it, did they not.?

Mr. GreeNe. Representatives agreed to it; yes, sir,

Senator BrowN., And that restricted your so-called direct-con-
sumption sugar the same amount, in round figures, as it is restricted
to in this bill?

Mr. Greene. Senator, if I may answer the question further than
8 yes or ng—-— :

Senator BrowN. Surely. ,

Mr. Greene. That was a voluntary, temporary agreement entered
into under the stress of great emergency, in which case a man can
temporarily agree as to certain of his rights, and which is quite
different in our minds from having a disability, a prohibition as
to such rights imposed by law,

Senator BrowN. The entire idea back of it was practically the.
stabilization of the sugar business ag it then existed. There was a
{;ood deal of talk, was there not, about factory capacity as being the

imit upon production within the continental and offshore areas?

Mr. Greene. There was a good deal of talk about many things,
Senator. I would have to refresh my recollection. I was not present
at the stabilization-agreement conferences.

Senator Brown. The general purpose was to maintain the sugar
industry as it then existed; was not that the general purpose?

Mr, GreeNe. The general purpose was, as I understand it, to
stabilize it.

Senator Browx, To stabilize the business. Now you say. that you
are restricted unduly in comparigson with the continental States. Do
gou know that in my State of Michigan we have three sugar refineries

hat have remained closed because of the Jones-Costigan Act?

Mr. Grexne, I have heard that statement made, Senator, but that
applies in the State of Michigan only to the total quota, The quota,
can be produced in the form in which the producers themselves or
their local processors desire to produce it.

We have limitations also which have cut us down radicelly in
regard to our total quota.

Senator BrowN. You are complaining about this restriction. T
think the sugar refiners in' Michigan and the sugar refiners in north-
eastern Ohio—the largest sugar-beet plant, I think, in the Middle
West is at Toledo, Ohio, end I think it is generally conceded to be
the finest plant in the Middie West, Michigan Sugar Co.’s plant,
and it is not operating and has not operated since the Jones-Costi-
gan Act went inte effect, because of the restriction upon their quota.

Mr. Greene, Their total quota,

Senator BrowN. Their total quota. . Now, it is difficult for me to
see, when everyone in the business is asked to restrict, why vou
ghould ask for something, a right that you did not exercise when
you had that right. You had that right previous to the enact-
ment of the law.” You did not want refineries then, Now, this is
a rostrictive measure, It restricts all of us, Tt restricts the farmer,
and it restricts the reflner insofar as he refines his own product, |
Now, it is difficult for me to follow your reasoning that there should

o
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be no restriction whatsoever upon your rights to do a thing which
you did not do when you had the right to do it. :

Mr. Greens. The restriction of which you speak as applying in
the State of Michigan and other States is the same restriction which
we have, Senator, in regard to our total quota, which has caused us
to reduce our crops materially, leaving the land lying idle, not using
our facilities to their maximum, %‘ust as occurred in other States,
and those things are all a matter of record.

We make no complaint about those restrictions, which bear on us
proportionately with the sugar-producing States, but our complaint,
Senator, is that in addition to complying gladly with all those
restrictions, in the }l)ublic interest, we are singled out for an addi-
tional restriction which is not pl’aced upon any State or its pro-
ducers or processors, in that, bearing those vestrictions which the
State of Michigan and the other sugar-producing States had, we are
given an additional restriction an d}n‘ohibition which is not placed
upon any States, and it is that additional restriction of which we
complain, .

Senator Brown. But, of course, the bill all the way through is a
restrictive bill. The farmer is restricted. The refiner is restricted,
and I see no reason why you should object to this restriction. You
are doirg well, and I am quite amazed at the answer that you made
to the question of my colleague, that you do not want this bill at
all if section 207 is in it as now written,

Mr, Greene, Yes, sir; that is correct,

The CHAIRMAN, Well, we thank you for your view, Mr. Greene.

Mr, Ellsworth Bunker, re]gosenting the United States Cane Sugar
Refiners’ Association. Mr. Bunker, if you can finish in 20 minutes,
we will be hupp%

Mr. Bunker, I will endeavor to do that, Senator.

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

Mr. Bunker, Mr, Chairman and Senator, the Jones compromise
sugar bill, II. R, 7667, which passed the House by 165 to 55, had
received virtually unanimous approval by the House Committee on
Aglx)‘écultnre, after long consideration, Assuming the quota system is
to be continued, we favor the bill, ‘ ,

In substance it reenacts the Jones-Costigan Sugar Act of 1934,
which was carefully studied at that time by the Senate Finance
Committee. :

The 1984 act sought its objectives through a quota system, re-
stricting production, processing, and marketing. Among its quota
principles is limitation of the entry into continental United States
of refined sugar from Hawaii, Puerto Rico, Virgin Islands, the
Philippines, and Cuba, Chairman Jones of the House Agricultura
Committee said in debate in April 1684: '

Those provisions were Ingorted in the bill in.order to denl fairly with the
Amerfcan refining industry, = o ) ) )

The Government, in its brief defending the Jones-Costigan Act
against.an. attack by the Hawaiian sugar interests said [reading]:

It is reasonable for Congress to onnct ‘leglslation maintaining the - etatus.
quo 8o as to permit no further immeadiate inronds upon continental refiners,



72 , SUGAR

In his message to Congress on March 1, 1937, the President en-
dorsed all of the principles of the 1934 act, without exception, when
He said [reading]:

The Jones-Costigan Act bas been useful and effective, and it is my belief
that its principles should again be made effective. I thercfore recommend
to the Congress the enactment of the sugar-quota system, and its nccessary
complements, which will restore the operation of the principles on which the
Jones-Costigan Act was based.. In order to accomplish this purpose adequate
safeguards would be required to protect the Interests of each group concerned.

‘The quota system limits the.freedom of all sugar groups and pro-
tects them within those limitations, The system denies the con-
tinental cane-sugar refining industry the fundamental right of ob-
taining raw sugar wherever and in what amounts it chooses. It is
restricted to quota raw material from the specific quota areas, chiefly
the islands, This rostriction on the refiners brings prosperity to
the raw-sugar plantations by enhancing raw-sugar prices, These
“higher raw-sugar piices are supplemented by Federal cash bounties,
Consequently, an integral principle of any just quota system is that
the raw-sugar producers shall not deprive the continental refining
indnstry of their raw material.

. Without that principle, the quota system would be an open in-
vitation by the Congress to the subsidized sugar industries of Cuba,
Hawsii, and Puerto Rico to starve the unsubsidized and unprotected
continental refining industry out of existence. That would not be
stabilization but confiscation, It would be a preference to those
iglands. It would do gross injustice to American labor not only to
the continental refining industry but in the railroads and other in-
dustries which furnish it with transportation, supplies, and services.
It would destroy the savings of thousands of investors and the live-
lihood of thousands of workers, ‘ ,

Section 207 of the present Jones bill reonacts the Jones-Costigan
Act pringi](;les‘ regarding refined cane sugar, It is identical in sub-
stance with the similar provision of 1984, except only that Cuba’s
allotment has been changed from 22 percent of Cuba’s total quota to
376,000 short tons raw value, a reduction of about 48,000 tons from
the present 1937 figure,

Regarding Cuba’s direct-consumption sugar quota, I respectfully
refer the Finance Committeo to the domestic refiners’ testimony ap-
pearing at pages 258 to 283 of the printed record of the hearings in
March 1087 before the House subcommittee. We then urged as a
matter of principle and of equitable stabilization under the quota
system that since Cuba’s raw sugar sold in this market benefits so
very much from that system, it would be only fair.to confine Cuba’s
quota shipments. to sugar in raw form, thus to restoré to the un-
protected domestic refining industry the volume of domestic business
which Cuba took from it in the years just before the qluota system.,
While we feel that the 875,000-ton figure in the Jones bill is much too
Jarge, we recognize the sincere efforts of the House committee to.
reach o compromise, and, without waiver of our position in principle,
we are not disposed to insist further on our objection at this time,
provided the House bill is nocep%ed ‘with section 207 left entirely un-
changed, not only as to Cuba but as to all other areas,

" That part of section 207 which continues in force the limitationa
on direct-consumption sugar from Hawail, Puerto Rico, and the

y ,
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Virgin Islands to their previous maximum shipments is opposed
by Hawaii and Puerto Rico, who allege “discrimination.”

We submit that their assertion of discrimination does not with-
stand analysis and that those areas really receive exceptionally gen-
erous treatment under the quota system. -

The bill secures them great economic benefits. It divides bene-
fits by allocating production and processing among the various
groups supplying the continental market. Inevitably, it takes the
entire American sugar industry, continental and insular, as existing
when the system was adopted, and regulates expansion, Without
sacrifice by each group or element of the right to expand at will,
there could be no quota system, The refined-sugar limitations on
Hawaii, Puerto Rico, and the Virgin Islands do not forbid them
doinyf anything which they were doing before the quota system, but .
merely require them to refrain from expanding their shipments of
refined sugar to the continent. They can continue to ship their pre-
3uota maximum quantities. On the other hand, the quota system

oes limit continental refiners to a percentage of the national volume
which is today less than the average for the 8 years prior to the
uota system and far less than their previous maximum performance.

Ithough due to beet-sugar shortage and some increase in consump-
tion in 1936, the continental refiners’ volume was somewhat larger
than in 1933, their 3-year average under quotas is below the 1931-33
average. Continental refiners can operate at only about 60 percent
of capacity. Surely the discrimination, if any, in this matter is
agftilinst continental refining, not against Hawaiian and Puerto Rican
refiners,

A second allegation is that the quotas “establish that a certain
part of the Union may not manufacture, may not process the prod-
ucts of its soil”, the implication being that other parts of the Union
can do 80 freeiy. Such implication is erroneous. The quota law
restricts all States of the Union from processing and marketing
products of their soil in excess of certain amounts. That is the
essence of the system. Florida, for example, objects to it precisely
on that ground, The quota systemn E:'events Louisiana and Florida
from ﬁrocessing and marketing in the continent products of their
goil which they are capable of producing; it authorizes the Secre-
tary of Agriculture to prevent Texas (which formerly produced
cane sugar) and New York (which formerly produced beet sugar),
and other States in similar situations from reentering such busi-
ness; also it restricts Hawaii and Puerto Rico from expanding pro-
duction or processing of sugar for marketing in the continent.” The
rule is the same in principle. There is no discrimination against
the islands,

There is_a quota on continental refining because the quota law
gays that all persops who want to refine sugar on the continent can
buy only a certaiff amount of raw sugar. That just as effectively
impoges a refining ?uotu. upon the continent as would a specific sen-
tence saying literally that the total refined sugar output.of the con-
tinent. shall not exceed so many tons raw value, or a stated porcent-
age of total consumption, . . _ ‘

for the purposes of the quota system the 1984 law, as 1dmt§ed by
the administration, and continued in the present bill, treats the en-
tire continent of the United States as one economic sugar area, not
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only with respect to processing or refining, but also with respect to
roduction of beets and cane. It recognizes no State boundaries.
he method of the law as to the continent is most emphatically to
limit the total amount of refined cane sugar that can be made in the
48 States as a whole, and the total amount of beet sugar that can be
made in the 48 States as a whole, and then to give the Secretary: of
Agriculture discretionary power to allocate all such production and
processing among producers and plants, including cane-sugar refin-
eries. Neither the cane-sugar refineries nor any other sugar group
is responsible for that method. It is the method selected by the ad-
ministration and Congress and is obviously both practical and con-
venient, As the Secretary has already done as to beet sugar, he
can exercise his allocation power with respect to cane-sugar refinin
and limit the volume of refining permitted in any single State and
specify the plants permitted to make it. The Hawailan argument
that the States of the continent are not subject to limitation as to
refining falls to the ground. The treatment provided for by the
act for both the mainland and the islands s, in substance, the same.
Sometimes the point is made that under the law Hawaiian and
Puerto Rican refined-sugar quotas ave fixed amounts, whereas the
continental refining limitation permits it to participate in increased
consumption of cane sugar. While this is true, it i3 also true (1)
that the continental industry must likewise absorb any deeline in
consumption while Hawaiian and Puerto Rican refining need not,
and (2) that the Hawaiian and Puerto Rican refined-sugar quotas
are their 1)1'ex'io'us maximum shipments, whereas the continental
refining industry is held down by quotas to a volume far below maxi-
mum previous shipments, and below normal shipments preceding the
quota system, such restriction in fact holding the continental plants
to about 60 percent of capacity. Any foreseeable increase in do-

‘mestic consumption will not bring continental volume to anywhere

near previous maximum, Therefore the real discrimination, if any,
is not against the islands but against the continent,

In testing discrimination one must look at the results of opera-
tion of the entire system, The refined-sugar limitations are but .
Eart of the whole. The record shows that Hawaii and Puerto Rico

enefit tremendously from the quota system., It virtually guar-
antees them $30,000,000 a year more than they had before (1931-83),

‘and $100,000,000 a year more for their sugar than they could get

anywhere else in the world, Under the new bill $17,000,000 per
anhum of that amount is a cash bounty from the United States
Treasury. Most of that bounty will go to large corporations in
Hawaii and Puerto Rico which would like to expand refining
operations, \

The _gross sugar income of the United States sugar system in-
crensed by about $100,000,000 under the Jones-Costigan Act (3 yoars
1984-86; compared with o 8 years, 1931-88). Puerto Rico an

‘Hawaii are estimated to have received about 1914 millions of such

incrense, On the other hand, the continental refiners experienced o

‘decline in their gross sugar income of 1.8 inillion dollars, being the

only group in the entire system to register such n loss, just as they
are the only group that receives no cash benefits or price subsidies
of any kind from the operation of the system,

o
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The Hawaiian sugar industry consists of 89 mills, 36 of them
dominated or controlled by five holding agencies with interlocking
directorates. These holding agencies in 1936 earned on the average

" about 14 percent; and the controlled operating sugar compunies aver-

aged about 9 percent of capital and surpluss Sixty-four percent of
Puerto Rico’s sugar output is made by eight corporations, having
average earnings in 1936 or about 13 percent of capital and surplus.
On the other hand, the continental refining industry made an aver-
age profit in 1936 of 3.14 percent on net ivested capital; in 1985
it was one-quarter of 1 percent, The average for 1934-36 was 1.83
percent, ’

: On the division of economic benefits, which is the essentinl test
of equity in a quota system, the Hawaiiangs and Puerto Ricans
obviously cannot allege that they are discriminated against. So
far from being exploited by the home country under an “Old
World colonialism”, as has been picturesquely alleged in fervid avgu-
ment, the “colonialism” seems to have o “reverse English.” If
anything, the islands are getting the better of the mainland.

f restrictions against expansion of refining in Hawaii, Puerto
Rico, and the Virgin Islands for the continental market are removed
from the quota gystem, the continental cane sugar refining industry
will be largely ruined, Heve are some reasons why:

1, The contihental industry depends on Hawaii and Puerto Rico
for approximately 1,700,000 tons of raw sugar per annum. Under
the quotas, the continental industry can not get this raw material
anywhere else. The loss of this raw material would reduce the oper-
ations of the continental refining industry to less than 40 percent of
capacity; a condition inevitably leading to bankruptey.

2, As the Hawaiian sugar industry is banded together in a single
owerful association, dominated by five holding agencies with inter-
ocking directorates, and most of Puerto Rico’s sugar production is

controlled by a few companies, it would be the simplest thing in the
world for Hawaiian and Puerto Rican interests to decline to ship a
single ton of raw sugar to the continent. They could set up u({di-
tional refining plants in those islands and refine all that sugar there.

" They would certainly do it, because they are highly prosperous, they

are not allowed by the quota system to use their surplus funds in
expanding their raw sugar production, and they would have a guar-
anteed continental market for refined sugar. With their cheap trop-
ical labor it would be attractive business,

8, To aid them in accomplishing such a program the Hawaiian
and Puerto Rican interests have the price subsidies assured them by
the quota systom plus the direct cash benefit payments from the
United States Treasury, all totalling $80,000,000 a year over the re-
tnrns they were getting in 193188, Including' their former tariff
subsidy {which they still receive) of $70,000,000 per annum over
world value they get the enormous sum of $100,000,000 per year
above world market levels, The irony of such a situation would be
that all of that $100,000,000 comes from the consumers of the conti-
nent; on a population basis, $88,000,000 of it comes from consumers
in those very vefining States of Masaaclmsettg, Now York, New Jer-
sey, Pennsylvania, Maryland, Georgia, Louisiana, and Texas, whose
refining industry Haiwaii and Puerto Rico would thus be enabled
to destroy. e
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The American continental workmen who would lose their jobs by
the granting of this demand of Hawaii and Puerto Rico receive
wages from $5 per day upward; minimum wages in Puerto Rico are
86 cents per day; in Hawaii less than $2. The continental cane sugar

“refining industry emlploys some 16,000 workers at high wages and
indirectly gives employment to many thousands more who are en-
gaged in furnishing it with supplies and services,

he demands of Hawaii and Puerto Rico mean nothing more nor
less than exposing the long-established continental cane sugar refin-
ing industry to virtual confiscation of property and jobs. As Sena-
tor O'Mahoney forcefully stated it, these demands really ave that “a
preference should be extended to the insular labor and refiners over

- continental labor and refiners.” .

The Hawaiian and Puerto Rican proposal would not benefit the

~consumer, Refined sugar from those areas sells at the grocery store
at the same egrice ag continental refined. The competition in conti-
nental refined sugar is very keen, not only between the various cane
refiners but between them and the various beet processors, Louisiana
direct-consumption plants and offshore refiners.  Attempts have been
made to obscure the real issue here by charges of monopoly. Such
cherges are unfounded and improper. As everyone in the sugar
trade knows, no monopoly exists, and competition is extremely bit-
ter, The average retall price for sugar last gear was 5.59 cents per
pound. The average continental refiner’s net profit was 7/100 of a
cent per pound.,

To save the committee’s time, I offer for printing in the record a
supplemental memorandum disposing of other inaccurate or mis-
leading arguments which have been advanced. I also offer for
printing in the record a very brief memorandum upon the power
of Congress to impose the limitations which have been discussed, in-
cluding a copy of the opinion of Judge Bailey upholding the Jones-
Costigan Act limitations when they were attacked by the Hawaiian
interests in an injunction suit against the Government. It seems
convenient to include that opinion in the record as it is not avail-
able in the published law reports.

. Assuming that the quota gystem is to be included, we approve of
this bill which has passed the House, and favor its enactment, In
substance it reenacts the principles of the Jones-Costigan Act of
1084, which. established a quota system restricting production, proc-
essing, and marketing, :

Senator Kina, May I inquire for mi' information—perhaps you
have stated it~—just whom. you represont x

Mr, Bungxgr, I represent the United States Cane Sugar Refiners’

- Asgociation, Senator King, '

Senator Kina, And where are the plants of that association, and
who control the same? , ,

.. Mr. Bunxer. There are 11 members of the association, 11 com-
anieg, and the plants are located in the States of Massachusetts
New: '§'o'rk, New Jorsoy, Pennsylvania, Maryland, Louisiana, an

; California, : ‘

Sonator Kina, They are all refiners? .

.. Mr, Bonxer. All vefiners; yes, sir, -

| ;.ustgnaféor Kana. Are there any new companies added to the organ-
ization l

o
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Mr. Bunxker. No, sir. ) )
Senator Cragk. Does that have any connection with the Sugar
Institute?

Mr. Bunker, It has no connection with the Sugar Institute, Sen-
ator, .

Senator Kine. How long has the organization been in existence?

Mr. Bunxer. It was formed in November 1936, Senator King.

Senator Kina. Prior to that, where were the several units of the
organization? With whom did they affiliate ?

r. Bunxer. We had no formal association of this kind, Senator
Kinlg. It is entirely apart from the Sugar Institute or the purposes
of the Sugar Institute. It has no connection with it.

Senator Crark. Did it separate from the Sugar Institute after the
Sugar Institute was enjoined by the Supreme Court of the United
States for monopolistic practices?

Mr, Bunker. It was not formed for any such purposes as the
institute was formed for, Senator. It was formed to represent the
members of the association, these individual companies, in protecting
their interests, in }i‘ublicity, in legislation, and so forth.

Senator Kina, These companies do nothing but refine sugar; is
that right?

Mr, Bunker, Some of the companies,

Senator King, And sell some—sell sugar?

Mr, Bunker, Yes, sir.

Senator Kinag, For instance, the sugar that they get from Hawaii,
if they get any, they refine it and they become the vendors of it{

Mr, Bunker. Yes, sir,

Senator King, They control the price of it? They are the pur-
chasers and the distributors?

Mr. Bunker, They purchase the raw sugar and sell the refined

sugar, ,

enator Kmve. You state there are how many members of your
organization? ‘

r, Bunker. Eleven members,

Senator King, With whom were they sffiliated, in any organiza-
tion, prior to the formation of this company in 1986% Were they
members of the institute?

Mr. Bunker, Yes; they were members of the institute. o

Senator Kina., Of the Sugar Institute? And were the proceed-
ings against the institute by the Federal Government, enjoining them
because of their monopolistic practices?

Mr, Bunxer, There were proceedings by the Federal Govern-
ment, yes, sir; against the institute.

Senator Kina. And they were en{'oined?

Mr, Bonker, Yes, sir. May I enlarge on that a little?

Senator Kina. Surely. '

Mr, Bunker, The institute was formed in 1927-28 to eliminate un-
fair trade practicos which had %'own up in the industry, with the
knowledge and approval of the Dopartment of Justice at that time,

Senator Kinoe, Among themselves? \ ‘

Mr. Bunxer, Its records were always open to the Department,  In
1980 a new personnel came into the Department with different ideas
as to the powers of trade associations. Many such associations
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voluntarily disbanded at that time. The members of the institute
‘ preferred to test the powers of trade associations, and the Govern-
ment then brought suit to dissolve the institute. The courts did not
dissolve the institute but held that some of its practices were con-
trary to the antitrust laws. The Supreme Court particularly {)ointed
-out ways in which its purposes could be accomplished lawfully.
Shortly after that the Congress passed the Robinson-Patman Act,
-which virtually required by the law the practices which the institute
voluntarily tried to establish.

This association has no connection whatever with the institute.

Senator LonkreaN, Mr. Chairman, I would like to ask some ques-
tions, How many refineries are there in the United States? You

"say you represent 11,
Mr., Buxxker, There are 14 refining companies, about 19 plants,
and in addition to that there are thrvee or four producers of direct-
-consumption sugar and two small refineries in Louisiana,
Senator LoNEreaN, Are there any interlocking directorates?
. Mr. Buxker, No, sir; none that I know of,
~ Senator LonNeraaN. Who owns the stock in these different com-
panies? Is it closely held ¢

Mr, Bunker., Noj there are about 70,000 stockholders, I think,
who own the stock of all these various companies,

Senator LoNrEraaN. And each is independent of the other?

Mr. Bunken. Yes, sir.

Senator LoNeEraaN, There is no arrangement as to price control?

Mr, Bunxer. No arrangement as to price control. Competition
in the industry is very keen.

The Crrammman, You are speaking now of the refiners of sugar-
cane sugar?

' - Mr. Bunker, Yes; the raw cane sugar, Senator.

The CrairmaN. How many refiners of sugar beets are there?

Mr. Bunker, I think there ave 22 plants, Senator.

The Coamrman. All right,

Mr. Bunker. Twenty-two companies, I should say, with a great
many more plants, some 70 or 80 plants,

Senator Kiva. Most of the sugar which your companies refine
comes from Cuba?

Mr. Bu~nger, No, sir.

Senator Kina, And offshore territory? .

Mr. Bunker, It comes from Cuba, Hawaii, Puerto Rico,. the
Philippines, and Louigiana raw sugar is refined by the refinerfés in
Louisiana, and a small amount from other countries,

The Jones-Costigan Act, as I say, included limitations as one of
its principles on the expansion of refining or shipment to the United
States from Hawaii, Puerto Rico, the %’irgin Islandg, the Philip-
pines, and Cuba, In the debate on that bill in April 1984 Chairman
Jones, of the House Committee on Agriculture, said that those pro-
visions were inserted in the bill in order to deal fairly with the
American refining industry, and the American brief, in 1934, in the

» case in which Hawaii attacked the validity of the quota system, said:

It 1s reasonpble for Congress to onact leglslation maintaining the status quo
80 8 to permit no further Immedmto inronds upon continental refiners,
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And again, the President said in his message on March 1 this year
recommending the continuation of the principles of the Jones-Costi-
gan Act: ‘

The Jones-Costigan Act has been useful and cffective, and it is my bellef
that its prineiples should again be made effective. -I, therefore, recommend to
the Congress the enactment of the sugar-quota system, and lts necessary com-
plements, which will restore the operation of the principles on which the
Jones-Costigan Act was based. In order to accomplish this purpose adequate
safeguards would be required to protect the interests of each group concerned,

Senator Kine, Having mentioned the President, I hope I will be
pardoned for adverting to him. Is it not a fact that not only the
President but the Secretary of the Interior and the Secretary of
Agriculture have advocated modification of the Jones-Costigan Act,
insofar as that act may have dealt with refiners and have neces-
sitated—perhaps that is too strong a term-—and have urged or have
contended that the Puerto Ricans and the Hawaiions being Ameri-
can citizens and their Territory being under the flag, should have the
right to enlarge their refining activities?

Mr. Bunker. I think that is right, Senator, but I think I may
also say that the first draft of the ill which the Department drew,
and on which hearings were held in the House, contained those very
restrictions, in order to accomplish this,

Senator King. By whom was that first draft drawn; by the Sec-
retary of Agriculture, or by your organizations? :

Mr, Bunxer, By the Department of Agriculture. We were not
even consulted.

Senator Kine, Dr, Bernhardt, T suppose.

Mr, Bunger., I assume soj and Dr. Robbins and others,

Now the quota system limits the freedom of »ll sugar groups
and protects them within those limitations. 'The system denies to
the continental cane-sugar refining industry the right of obtainin

. raw sugar wherever and in whatever amounts they choose, It 18
restricted to quota raw material from-the specified areas, chiefly the
islands, This restriction on the refiners brings prosperity to raw-
sugar plantations by enhancing raw-sugar prices. These higher raw-
sugar prices ave supplemented by Federal cash bounties, Conse-
quently it would seem that an integral part of any just quota system

_is that the raw-sugar producers shall not deprive the continental
refining industry of their raw material, otherwise the quota system

. would be an _invitation to the subsidized industries of Cuba and
Hawaii and Puerto Rico to starve the continental refining industry
out of existence, It would be a great injustice to American labor in
the refining industry and to American labor employed in transporta-
tion, conl mining, and other industries, which furnish supplies and
gervices to the reﬁning industry, and it would destroy the savings of
thousands of investors and jeopardize the livelihood of many thou-
sands of workers, : ‘ ‘

Section 207 of the present bill recnacts substantially the prin-
ciples regardin ‘reﬁne(l) sugar found in the Jones-Costigan Act with
the exception that the Cuban direct-consumption quota is placed at
375,000 short tons instead of 22 percent of their total quota. I will
not go at length into our position in regard to that, . -

e have always maiutained that in view of the substantial bene-
fits Cuba receives from the quota system and the. trade agreoments,
that her sugar should be shipped here as raw sugar, and that that
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volume which was taken from the continental refiners before the
quota system should be returned to them.

However, this is a compromise measure; and, while we think the
figure is too large, we are not going to object further at this time
without, however, waiving the principle.

Senator Kine. Many of the sugar producers in Cuba are Ameri-
cans, are they not?

Mr, Bunker. Yes, sir.

Senator King. They are American companies?

Mr. Bu~nker. Yes, sir.

Senator Kina. And do they have any refineries there?

Mr. Bunker, Yes, sir.

Senator Kine, Are any of the Cuban sugar interests interested in
the refineries you represent?

Mr. Bunker. No; they are not, Senator. Two of the companies
which I represent have plantations in Cuba, but I do not represent
the American companies with refineries in Cubaj the principal one
is Hershey, which has the largest refinery in Cuba.

Senator King, Then, as I understand you, the sugar producers in
Cuba are not stockholders in or connected with refineries which aro
in the United States? '

Mr. Bunker. I do not know of any who are.

Senator BrowN. Mr, Chairman, I have one question. In your tes-
timony, Mr. Bunker, before the House committee, which I read last
night, you made a statement which astounded me, and I would like
to have it amplified. You said this:

I belleve that the canc-sugar-refining industry is the only large industry in
the United States with actual or petential foreign competition, which is with-
out tariff protection of any kind. In fact, there ig still a tariff penalty against

American reflneries of about one-tenth of a cent per 100 pounds as against
Cuban refined sugar.

Vgill you amplify that a little and explain just how that works
out

Mr. Bunker, Yes, sir. In the last tariff act the rate on importa-
tion of raw sugar was 2 cents against Cuba. It requires 107 pounds
of raw sugar to produce 100 pounds of refined sugar. The rate on
100 pounds of refined sugar was $2.12, whereas the rate on 107
pounds of raw would be $2.14, Consequently the American refiner
would have to pay $2.14 per 100 pounds duty, in crder to get enough
sugar to produce 100 pounds of refined, whereas the Cuban refiner
would Fa.y $2.12. That difference was reduced to nine-tenths of a
cen&,) when the reduction of duty took place to $1.50 and then again
to 90 cents,

Senator Davis. There is some difference, is there not, between the
wages paid in the Cuban refineries and in the refineries of this
country?

Mr. Bunker, Yes, sir, Senator. Our minimum is close to $5 a day.
I think the Cuban is about $1.10 a day.

Senator Davis, What are the wages in Puerto Rico?

Mr, Bunxer. I think the minimum is 85 cents a day.

Senator Davis, And in Hawaiif

Mr. Bunker, I think it is something under $2.

Senator Kina._ You are speaking of refiners

Mr. Bunxsr, Yes, sir,

ot
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Hawaii and Puerto Rico have opposed that part of section 207
which limits direct-consumption sugar to their previous maximum
shipments as discrimination. I do not believe this assertion will
stand up. They receive exceptionally generous treatment under
the quota system, and the bill secures to them very great economic
benefits. Inevitably any quoia system, limits the right of expan-
sion, Without that there could be no quota systems. )

Limitation on the refined sugar from Puerto Rico and Hawaii
merely requires that they refrain from expanding their shipments,
and these shipments are set at their pre-quota maximum. Conti-

nental refiners, however, are limited under the quota system to less:

than their 3-year average prior to the quota system, 1031-33, and to

much less than their maximum, They operate at little over 60 per--

cent of capacity. It would seem that the discrimination, if there is

any in that respect, is rather against the continent than against

Hawaii and Puerto Rico. ‘
Senator VanpENBere., Did theﬁ‘ ever operate up to capacity?
Mr. Bunker. The refiners?

percent,

Senator VaNpENBERG. So, in fact you are cut down from about
85 to 60¢

Mr, Bunker. To 60. Since 1925 we lost over a million tons of
production,

Senator King. When was the last refinery in the United States
constructed ¢

Mr. Bunker. Last year, Senator King.

Senator King., Last year?

Mr. BuNkrer. Yes,

Senator Kina, Why were you constructing new refineries, if you
were operating to 60 percent of capacity?

Mr. Bunxer. Well, we did not construct that. I cannot answer

that, Senator, Someone evidently thought he would like to try it-

out. I certainly would not construct one.

Senator Kina. Are they members of your institute, or of some
other institute?

Mr, Bunker, They are not members of our association.

Senator King, What proportion of the refineries and owners of-

refineries in the United States are members of your agsociation$
Mr. Bunker, Members of our association process about 80.to 88

percent of the refined cane sugar in the United States, and, I guess,

represent in number 98 or 99 percent of the owners, or I mean so far
as stockholders go. ' A

Senator Kina, Then the members of your organization were for-'

merly members of the Sugar Institute?
Mr, Bunker, Oh, yes; yes, sir.
The further allegation has been made that the quotas establish

that a certain part of the Unjon may not manufacture, may not-
that ‘other

process the products of its soil, the implication being
parts of the Union can do so freely, but that is an erroneous implica-
tion, The law restricts the States from processing and marketin
products of their soil in excess of certain amounts. As I understan
it, that is the very objection which Florida has offered to the bill,

For instance, the Secretary is authorized to prevent the State:of.
Texas, which once grew sugarcane, or the State of New York, which

once grew sugar beets, from reentering that business, It also re-

hey operated, I think, about 85

i
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stricts Hawaii and Puerto Rico from expanding the production of
sugar for marketing on the continent, and it estab}ishes just as
definitely a quota on continental refining by limiting the sources
and the amount of its raw supply as though the figures were stated
in the bill as tonnage or as percent. ‘

- Senator King. Will the refinery which was built within the last
year get its su&)plfy, if there were allocated to the existing refiners.
substantially all of the continental and offshore sugar that is refined ?

. Mr. Bunker. The Secretary would have power to refuse an allo-
cation, 3enator, under the bill. The refinery is already in exist-
ence and I do not presume that he would. '

Senator BargrLey. Mr, Bunker, what percentage of capacity have
the Hawaiian and Puerto Rican refiners been working?

Mr. Bunker. I assume they have been working pretty close to
100 percent, Senator, At least they got maximum shipments to the
United States up to the time of the ﬁones-Costigan Act.

Senator Barkrey. If they were permitted more, they could not
refine much more?

Mr. Bunxeg, I assume they could not, unless they have increased
:heir capacities in the meantime. That was their maximum at that

ime.

" Senator Kina. Hawaii refines but 8 percent of her sugar pro-
duction,

Senator VANDENDERG. About 100 percent of capacity?

Mr. Bunger. About 100 percent of its capacity

Senator King, They refine 30,000 tons. ’{‘hnt 18 3 percent of their
production.

Senator Vanpennere. And 100 percent of their capacity.

- Mr. Buxker. Yes, sir.  For the purposes of the quota system the
Jones-Costigan Act treats the entire continental as one economic
sugar arvea with 1'es[iect to the processing, refining, and production
of beets and cane, It limits the amount of refined cane sugar that
can be made and the amount of beet sugar, and give the Secre-
tary of Agriculture power to allocate production and processing
among producers and plants, including refiners, This method was
selected by the administration and by Congress, and is obviously
both practical and convenient for the purposes of the system. '

The Secretary can limit completely the refining permitted in any
State and specify the plants permitted to do it, and it seems obvious
that the Hawaiian argument on limitation would fall to the ground
with this provision, ‘

The point has been made that the Puerto Rican and Hawaiian re-
fined quotas are fixed, and that the continental refiners can share
in increased consumption. That is true, On the other hand, the
continental refiners must absorb the decline in consumption, and the
Puerto Rican and Hawaiian refined quotas are fixed at their maxi-
mum, whereas the continental refiners operate at about 62 or 63 per-
cent of capacity. ‘

Senator Kine. The manufactuvers of clothing and textiles and
anything elso have to absorb the logses, as well as have capacity for
increasing demand ¢ .

Myr. Bunxer, That is true, but my point is that the Hawaiians
and Puerto Ricans do not have to, Senator. In testing the discrim-
ination question by the figures it seems to me that one must look

3
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at the results of the quota system as a whole, and on this basis the
record shows that Hawaii and Puerto Rico have benefited tremen-
dously. At the present time, present prices, prices prevailing last
year, they received about $30,000,000 & year more than they did in the,,
years 1931 to 1933, prior to the quota system. They received
$100,000,000 a year more for their sugar hert than they could get.
anywhere else in the world. i
genator King. May you not say that all the sugar producers here
bought sugar that much more than they did a few years ago?
M%-. Bunxker, That is true. That is quite true.
Senator Kina. And Hawaiians are American citizens, are they not¢
Mr, Bu~nker. Quite true, but, it does not obviate the fact that they
are still getting enormous benefits; $17,000,000 of this is a cash bounty
from the Treasury, going mostly in Hawaii and Puerto Rico, to large
corporations who would like to expand their refineries. The gross
income of the United States sugar system increased $100,000,000
under the Jones-Costigan Act, of which Hawaii and Puerto Rico.
received approximately $19,500,000. In Hawaii there are some 39
mills, 836 of them controlled by five agencies. These agencies earned
about 14 percent in 1936 on their capital surplus, and the mills earned.
about 9 percent. Sixty-four percent of the sugar which was pro-
duced in Puerto Rico is made by nine companies who earned about
13 percent last year on capital and surplus. The continental refining:
industry made 3.14 percent in 1936 on capital and surplus. In 1935
it earned one-quarter of 1 percent, and for the 3 years of the Jones.:
Costigan Act it averaged 1.83 percent. ' ,
Therefore, in the division of the benefits of this system it seems;
that, obviously, Puerto Rico and IHawaii were not discriminated
against. It seems that the discrimination, if there is any, is the other
way, rather, The removal of these restrictions, section 207, on.
Hawaii and Puerto Rico would spell ruin for the continental refin--
ing industry. It would mean that it could not get 1,700,000 tons of:
raw material anywhere else, because it is restricted by the quota sys-.
tem from going anywhere else for that raw sugar, and it would re-,
duce their operations to about 40 percent or less of capacity. Be-
cause of the close control in one association of the sugar industry of
Hawaii, and of the control in Puerto Rico by the large companies of:
the great bulk of the sugar production, it is a very simple matter for
them to refuse to sell any sugar to the refiners here, to set up their
own refineries and withhold entirely that raw suppiy from us, and
to assist them in this, Hawaii and ’uerto Rico have price subsidies,:
under the quota system, plus cash benefit payments from the Treas-
ury, totalling $30,000,000 per year over their 1931 to 1933 returns
and $100,000,000 more than they could get on the world market. All
of this comes from continental consumers. As a matter of fact,
$88,000,000 of it comes from refining States whose business they:
would destroy. o
Senator Kine, May I interrupt you again? I beg your pardon, .
Mr, Bunxer. Yes, sir, ,
Senator Kina, There was no sugar from Hawaii refined in any of:
the refineries of the United States in 1922, 1923, 1924, 1025, 1926,
1927, and 1928, was there .
Mr, Bunxer, That su%ur was refined in their own rofinery in San
Francisco, all at Crockett, Senator, '
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" Senator Kina. But none of it in the East?

Mr. Bunker. None of it in the East, and it was not refined in the
East until they increased their praduction so they could not eco-
nomically handle it in San Francisco.

Senator Kina. And in 1929 there was only refined in Boston 28,-
000 tons, 26,000 tons in New York, 10,000 tons in Philadelphia, 7,000
in Baltimore, and 17,000 in New Orleans. That is correct, is it not?

* Mr. BunkEr. I do not have those figures, but I could give you the
reason for that, Senator, and that is they increased their production
largely in Hawaii subsequent to those years. They could not refine
all of that sugar economically at San Francisco. They, therefore,
sold it to the eastern refiners and saved themselves enormous amounts
of fmight absorption, which otherwise they would have had to take
from Crockett. :

The refining of sugar in Hawaii and Puerto Rico would not benefit
. the market price, for the sugar sold at the grocery for the same price

.a8 the continental cane sugar or beet sugar. Everyone knows that
competition in the refining industry is exceptionally bitter, both be-
tween the refiners and between the refiners and the beet processors,
and between the Louisiana direct-consumption producers and the
offshore refiners.

- Of the total retail price for sugar in 1986, of 5.59 cents per pound,
the refiners’ part was seven-one-hundredths of a cent per pound.

Mr. Chairman, in order to save the time of the committee I would
like to offer for printing in the record a supplemental memorandum
which disposes of some inaccurate and misleading arguments which
have been advanced,

The Cuamman. You may do that, without objection.

Mr, Bunker. I would also like to offer for the record a very brief
memorandum, on the power of Congress to impose limitations which
have been discussed, including & copy of the opinion of Judge
Bailey ‘upholding the Jones-Costigan Act limitations, when they
were attacked by the Hawaiian interests in an injunction suit against
the Government. : : :

The CHAmMAN, That may be put in the record, without objection.

Mr. Bunker, And also the reply to Delegate King’s letter which
he sent to Chairman Jones,

The Cuamman. Very well, without .objection, '

- (The three memoranda submitted by Mr. Bunker are as follows:)

SUPPLEMENTAL MEMORANDUM 'BY THE UNITED STATES OANE SUGAR RFEFINERS
ABBOCIATION IN ANBWER TO A MEMORANDUM ISBUED BY IDEPARTMENT OF IN-
TERIOR AUGUST B, 1087, WiTH RESPECT TO QUOTA LIMITATIONS ON REFINED
Sucar FroyM HAwAxl, PUERTO RIco, AND THE VIROIN TSLANDS

On August §, 1087, the Department of the Interlor reiterated its opposition
to reenactment of the Jones-Contigan Act limitations on entry of refined sugar
under the quota system from Hawall, Puerto Rico, and the Virgin Islands,
The Dep:\rtment repeated earlier arguments and advanced certain additional
arguments, ' ‘

~Its memorandum contalng inaceurate or erroneous statements and suggests
misleading inferences, ' , - . , ' \

1. The first allegation of the Department I8 that the exlsting restrictions
establish discriminatory trade barrlers “within the United States.” This argu-
mont selzes upon an unsound point of form to the complete disregard of
the substance of the situation and the nature and operation of the quotn
system. It has beon answered at length in.a statément of Mr. Dllsworth
Bunker to the Senate Finance Committee,
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The continental cane sugar refiners are under as much of a restriction
as any other group in the guota system, for they are, In the language of the
act (sec. 209) “« % % pergsons * * * prohibited from bringing or
importing into the continental United States from the Yerritory of Hawali,
Puerto RRico, the Virgin Islands, the Commonwealth of the Philippine Islands,
or foreign countries, any sugar or liquid sugar after the quota for such area,
or the proration of any such quota, has been filled;.(b) from shipping, trans-
porting, or marketing in interstate commerce, or in competition with sugar
or liquid sugar shipped, transported, or marketed in interstate or foreign
commerce, any sugar * * * produced from sugar bects or sugarcane grown
in either the domestic-beet-sugar area of the mainland cane area after the
quota for such area has been filled.” .

2. The so-called “colonial exploitation” complained of as a second point in
the Department’'s memorandum is litérally “reverse English”, for, from an
economic standpoint, the exploitation, if any, is of the mother country and by
the “colonies”, as the Department of the Interior has chosen to call them, instead
of the other way around. Any impartinl analysis of the quota system as a
plece of economic legislation shows that Hawaif and Puerto Rico are receiving
far greater benefits than any State in the Union; and that the refined, sugar
restrictions referred to merely prevent the use of those benefits and of the
artificial powers of the quota system to destroy a continental industry which
Congress, by the terms of the law, prohibits from defending itself by purchasing
raw materials elsewhere,

As Senator O'Mahoney has forcefully stated:

“It seems perfectly obvious that the law which shuts off the supply of raw
materinl for American manufacturers deflnitely restricts all capacity of those
refiners to expand, * * * Without the restriction, obviously reflners in
Puerto Rico and Hawail would be permitted to exgnnd thelr operations at the
expense of the continental indusiry, I hold no brief for American refiners,
but in a measure which is designed to stabilize sugar, it seems to me to be
equitable and just to stabilize all factors of the industry. * * * Actually
the principle for which the Sceretary (of the Interior) contends is that a pref-
erence should be extended to the insular labor and refiners over continental
labor and refinera, It seems to me that there is no need for such a preference.”

Whether or not there s discrimination must be tested by the substantinl
equity of the quota system in its application to cach aren or group in the
industry., The pertinent question is not whether an {identlcal set of words
s written In the act for each area or group, but whether, all things considered,
each receives an equitable result with regard to all the circumstances of the
cage, Certainly it would be the esgence of injustice and inequity to set up the
gystem so that Hawallan and Puerto Rican. raw sugar producers would be
allowed to take the large prive sub.idies and beneflt payments of the quota
system and, by virtue of the prohibitlons of that system (which prevents the
continental refining industry from obtaining raw wmaterial elsowhere) deprive
that industry of its raw material and thus dostroy it. Yet that is preclsely
what Hawaii and Puerto Rico are asking Congress to do.

It is obvious that the allowances to them on refined sugar shipments are more
generous to thelr refining plants than is the effective allowance allotted by the
quota system to continental reflners, The islands may ship to the United
States the maximum amount of refined sugar that they ever shipped prior to
the quotu system, wherens the effect of the quota system on continental re-
flners 18 to freeze their volume at approximately 60 percent eapacity and far
below previous performances over long periods, . . o o

3. The Department of the Interlor memorandum attempts to conceal the
damage which its proposition would do to the continental cane sugar refining
industry, by eiting various alleged “extraordinary benefits” of the quota bill
in favor of the refiners, On analysis they are unfounded or irrelevant, or
incldents of the quota system which also benefit Hawall and Puerto Rico. .

A, First among such “benefits" so cited {8 this “Under the quotn provisions
total supplies are adjusted to consumers' necds, which stabilizes the sugar
market in-the United States, as operations under the Jones-Costigan Act have
indicated. Refinors thus obtain at public expense in legal form aud under
‘public safoguards the general market stabilization which they sought unsguc-
cessfully to nchieve at thelr own expense * * * under the sugar institute
regimo of 1028-80, * * * It this statoment indicates that tho quoth
system was enacted at the instance of the refiners, it iy historically falso, as
‘everyone knows, - To say that the quota system has stabilized the prices of

I
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:inarketing of “refined sugar is simply not true, The Department could easily

have learned this. It is common knowledge in the trade that the 3 years of
the quota system have witnessed wide fluctuations in both raw and reflned

‘gugar markets, many of them due to unexpected quota releases by administra.

tive order, which caused great loss to refiners whose business forces them to
carry large inventorles. The differences between annual high and low prices

“of raw sugar averaged 85 points during 1934-36 as against 69 points in 1031-33.

Similar differences between annual high and low reflned prices averaged 02
points in 1931-33 as against 78 points in 1934-36,

The price beneflts of quota stabilization have not acerued to the refiners and
there 18 no reagson to expect them to in the future. Their refining spread has
fluctuated between 0,56 and 070 cent per pound (after deducting conversion
loss) during the 3 years of the Jones-Cpstigan Act, averaging 0.03 cont as com-
pared with 0.65 cent of the 3 years preceding. In 1936 the refinery’ spread
stood at 0.62. In contrast with this, the raw-sugar price reached an average
for 1036 of 8.51 cents as against an average of 3.14 in 1931-33 (weighted aver-
‘nge of sales). The reflners competed actively with one another for the Hmited
_supplies of raw sugnr permitted entry into the continent of the United States
under the quota system, and for the sales outlets in the refined sugar market
where there is Mo alloeation of the supply. The obvious tendency of such a
situntion I8 to raise raw sugar prices and to keep refined sugnr prices relatively
low. From all present indieations the “stabilization” will continue to work in
the same manner in the future, giving a greatly enhanced price to the producers
of raw sugar, including Hawail and Puorto Rico as leading beneflefnries, and
assuring the refiners of absctutely nothing,

. The regulation of sugar-marketing practices attempted by reflners in lhe
perlod of the Sugar Institute (1028-80) was something entively different from
what the Jones-Costigan Act and the present bill provide. The SBugar Institnte
‘was formed early in 1928 with the previous knowledge and assent of the De-
partment of Justice, to eradicate secret rebates and other diseriminations in
the sugar trade. It was openly conducted and its records were at all times
avaflable to the Department. It was one of numerous trade associations
formed In that period with the encouragement of the Federal Government,
Among its membership was the Californla refinery (largest in the world),
owned and controlled by the Hawallan sugar producerg, In 1081, when a new
personnel had entered the Department of Justice, poiley was changed, and
numerous trade associntions were dlssolved under threat of legal proceedings
‘under the Sherman Act. The Sugar Institute, however, decided that it would
rather scek a judiclal detormination of the applcatlon of antitrust laws to
teade association practices in the sugar industry, and accordingly the Depart-
ment flled suit in cguity requesting the court to dissolve the institute and en-
join its practices, After a long and complicated trial the lower court enjoined
numerous practices of tho inatitute as constituting concerted action or agree-
ments which the antitrust laws did not permit but found specifically that there
was no agreement on prices or volume of business, recognized that conditions
fn the trade warranted some actlon, pointed ont ways in which the evils in
‘the inftustry could be eliminated lawfully, and refused to dlssolve the Inatitute.
‘The records showed that refinors’ profits during the institute had rempined at
‘\inreasonable levels. On appeal, the Supreme Court of the United States in 1830
‘gsomowhat modifiled the decrée of the lower court In favor of the sinstitute,
approving among other things one of the fundamental features of theyinstitute,

‘namely, open announcement of prices, It I8 of interest to note that’the trade

ractice regulations of the institute were much less far-ronching than those
ound in many National Recovery Administration codes sanctloned by the
Government in 1038, ‘
No one has suggested during the present controversy or any other time, that
the refiners have not ohserved the Court's decree. The final declsion in the
cage was rendered in 1936 but, as noted by the Dopartment cf the Interlor, the

“Anstitute has not functioned since 1081 when the proceedings were started.

Hhortly after the Supreme Conrt's decision Congross passed the Robiuson-
‘Patman Act, nnacting {nto law what had been the fundomental prineiple of the
‘{nstitute, namely, elimination of diserimination between customors,

Whereas the Sugar Institute was divected to eliminntion of unfair methods

-of compotition, particularly secrot rebates and diseriminations hotween buyors,

the quota system s concerned almost entirely with tho regulation of supplies
and dlvision of markets and volume, The Sugar Institute carvefully avoided
any such monopolistic practice, and the very montion of its. nctivitles in the .
game breath 18 an unwarranted reflection upon the institute, implying restrice

"
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tions imposed upon the volume of sugar available to the consumer, ‘Whatever
relief has been afforded to the sugar industry by elimination of unfair market-
ing practices has come through the Robinson-Patman Act and not through this
quota-control scheme which is entirely bare of such desirable provisions. The
Department is to be congratulated for having noted that the decision of the
United States Supreme Court early in 1036 really concerned itself with a litiga-
tion over activities in the period 1928-30. It might atso have noted that the Su-
preme Court did not order dissolution of the institute, but instructed it to refrain
from certain of the practices undertaken to enforce adherence to the principle
(which the Supreme Court approved) of openly announced prices in the refined-
sugar trade.

B. Another “extraordinary benefit” alleged by the Department as if particu-
larly in favor of the reflners nnder the impending bill, is the imposition of quota
restrictions upon the importation of liquid sugar. The inference in the De-
partment’s statement is misleading, Liquid sugar is a product of continental
refiuers themselves as well as of other processors in certain seaboard cities,
-and certain foreign processors. Domestic output has inereased along with
imports, By increasing their lquid-sugar business the continental refihers
could have profited greatly if the guota system had not been extended to sugar
in the liquid form. So Jong as it remained free from auotas, Hauid sugar in
crude or finul form could be purchased and imported into the United States at
world price levels, far below the artificial prices which the quota system re-
quired to be paid for solld sugar, whether for direct sale or for vefining, If
that loophole or inequality in the system was to continue the refiners wonld
naturally expand the liquid-sugar business, as they could easily do. The posi-
tion of the refiners was that the loophole was unsound and prejudiclial to the
whole quota system, and, therefore, they urged the Department of Agriculture
should exerclse the powers given it by the Jones-Costigan Act of 1934 to plug
that loophole, The Department refused to do o, and the refiners dropped the
matter. When the Department of Agriculture suddenly took action in the lato
summer of 1936 and imposed quotas on liquid sugars by administrative order
under the 1084 act, it was distinctly not at the instance of reflners, In the
sugar bills of 1987 drafted by the Department of Agriculture such quota prohi-
bitions on liquid sugars were continued,

The real parties interested and who suffer, without any remedy, from the
competition of quoti-free Hquid sugar in American markets are the beet farm-
ers and the raw-sugar producers of Louisiana, Florida, Xlawall, Puerto Rico,
and Cubn becnuse the volume of such liquid sugars reduces by just so much
the amount of quota sugar salable in the home market. 'Those interes's, or the
larger part of them, have no meany of defending themselves agalnst the compe-
titlon of quota-free Hquid sugar, for thelr factories are not built or loeated,
as are the cane refinerles, to utilize imported lquid sugar as their raw mate-
rial, All these facts are well known, The Department of the Interior's state-
ment on this sunject is disingenious and misleading,

C. The Interlor Department’s memorandum is misleading in its claim that
the Jones Dill's direet consumption sugar quota of 375,000 tons for Cuba repre-
gonts an “unusual protection” for continental refining. 'Che entire quota sys-
tem is an “unusual protection” for every producing aren it embraces. Cuba
has been one of the most-favored henefliciaries of the quota system, Her sugar
{ncome increased by about 87 million dollars per annum under the first 8 years
of the Jones-Costigan Act, as compared with the 8 years prlor. The increase
from COnba's Jow point of $50,000,000 in 1032 to the level reached in 1080 was
over $70,000,000, or 140 percent. Under the proposed bill Cuba will receive in
the American market some B3 .milllon dollars for her quota sugar over and
above the present value of that sugar on fhe world market,

The Cuban reflning industry is a new development. In 1025 it eontributed
but 27,000 tons to the American consumption of direct-consumption sugar, The
figure did not reach 800,000 untll 1030, Only after the enactment of a refined-
sugar differential in favor of Cuba as against the continental industry In
the Tariff Act of 1030 aid the reccipts of direct-consumption sugar from Cuba
reach 400,000 tons and more. Average receipts in the two quotn years, 1934-80,
wore 880,000 tons. It does not constitute an extraordinary benefit to the
continontul rofiners to require that Cubna does not employ her inereased income
(given her by the Amnerienn quota system) in expanding her now refining in-
dustry beyond this figure at the expense of the domestle Industry.

The statement i8 made that the United States Tariff Commission reported
that on the haslg of an ofMelal investigation of costs of reflnlug in the United
‘States and Cuba, “no change was warranted in the tariff differentinl between
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raw and refined sugar.” This is half truth. The Tariff Commission went on

to say (p. 2 of the 1084 report) : “Suflicient data are not yet available, and

cost studies of the newer developments have not yet been made which would

be necessery to establish a basis for a conclusion as to future requirements to

protect continental refineries from this new torm of competition, * * *»

:.il‘hcz ;.l‘aru! Commission, in short, said explicitly that it had no basis for any
ecislon. ,

Furthermore, the Department suppressed the fact that the Tariff Commis.
slon report further condemned the tariff method and its correlative criterion
of costs of production as n method of dealing with the sugar problem, and
concluded with the recommendation of a quota system (p. 26). The Depart-
ment also fails to state that although issued in 1984, the report is based en.
tirely on out-of-date figures obtained for the period of 1929-31; that the
figures obtained in Cuba by the Tariff Commission came from only three
reflneries as against the 12 already in operation when the report was issued:
and that while the Tariff Commission found that the domestic labor cost was
less than O cents per hundred pounds of output, it is well known that labor
costs have increased in this country tremendously since that date. Domestic
labor costs today are approximately 20 cents per hundred pounds of refining,
but Cuba's labor costs have not inmcreased comparably, On tariff questions
import statistics inevitably speak louder than such information as the Tariff
Comiission can obtain in & forelgn country. The fact that importation of
Cuban finished sugar jumped from 27,000 tons in 1925 to 500,000 tons in 1933
is sufficient evidence of the competitive advantage which the Cuban refiner
enjoys over the American refiner,

Perhaps more important than any discussion of relative costs, and prices of
raw materials, is the all-dmportant consideration that under the closed econ-
omy of the Sugar Quota Act, considerations of cost of production are fre-
quently inoperative. One Inevitable result of the “stabilization” resulting from
the system i{s that raw-sugar processors who have the technical staff and the
marketing outlets for making and selling refined sugar are prompted to expand
into refilning when they flnd their raw-sugar production limited to a certain
allotment and at the same time they. receive a greatly enhanced price for thelr
production operations. In other words, the cost factor used and at the same
time deplored by the Tariff Commisslon i8 hardly a pertinent criterion under
present condlitions,

D. The Department of the Interior shows a lack of confldence in the adequacy
of its arguments when it includes the quota on Philippine reflned sugar as an
“extraordinary benefit” to the continental refiners, This Is merely a reitera-
tion of the thought underlying the mentich of the liquid sugar quota and the
Cuban refined sugar gquota, The quotas are merely necessary safeguards to
prevent further restriction, over and above the present limited volume, from
being imposed upon the home, refining industry because of withholding of raw
material by the subsidized source area. o

B. In citing a slight increase between 1933 and 1086 in the volume of the
home refining industry from 4,120,000 tons to 4,515,000 tons, the Department
of the Interior is careful to select a single year at very bottom of the sugar
dell‘)ression as ita basis for comparison, In ordor to be fair, account should be
taken of ;the fact that in the B years of depression preceding the Sugar Act of
1934 the volume averaged 4,831,000 tons, If the Department had been fair

.enough to. consider tho average of the 9 years, 1925-83, as being more nearly

representative of o normal, they would have found a volume of 5,057,000 tons.
Incidentally, in order to. avold unnecessary argument, we have accepted for
the purpose of this memorandum the units used by the Department in measur-
ing the volume, In terms of raw sugar, although they are in fact different for

r%g“respectlve perlods compared, being exactly 06° basis for the perlod after

and commercial raw gugar basis for the period prior thereto, = Since the
purlty of commercial raw averages substantially higher than 98°, the Depart-
ment’s figures show the volwme for the earlier period as lower, when compared
with the Iater perfod, than it actunlly was, oL

Volume, however, is only half the story, The real issuc 1s, what are the
rolative gaing in the distribution of income resulting from the sale of sugar in
the United States? ‘

Under the proposed bill the home refiners’ gross income 8 “stabilized” at
gomething around the dopression level of 1081-83 (54 or 85 millions), The in-
comes of all the othor groups averaged together (Hawall, Puerto Rico, Cuba,
Philippines, and continental beet and sugarcane producera) are already shout .
82 percent above the level of the pre-act average of 8 years, and should soon
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be up to 89 percent under. the proposed legislation. Compared to the 1925-83
normal, the home refiners’ income has been reduced by 21 percent, and under
the proposed bill may recover to a level representing a reduction of 18 percent,
The gross income of the other groups in the American sugar systemis already:
within 234 percent of normal and under the proposed bill will be a little above
(higher than the normal by 8% percent). In other words, the Interior Depart-
ment is complaining against.an attempt to safeguard what little was left to.
the home industry in a depression period, while other groups in the American
system have been restored to their predepression prosperity.

F. Only a grossly misleading calculation could have resulted in the statement
of the Department of the Interior that “the excess of the American refiners’
margin above the world refiners’ margin per pound of sugar amounted to over.
$20,000,000 in 1936.” What the Department is trying to say in this obscure
language is that the American refiners realized an aggregate dollar spread. on
domestic business greater by $20,000,000 than it would have been if the rate
of spread on domestic business had been the same as that on export business.
The true fact of the matter is that such difference between the actual rates
of spread results in a figure of only about 134 million dollars, which is an
ordinary variation in the marketing of $500,000,000 worth of any product, par-
ticularly having in mind the fact that the principal competition (British) in
the export market enjoys an-export bounty. The Department’s estimate of
$20,000,000 could have resulted only from unweighted averaging of “asking”
quotations cited daily in the sugar trade journals. Everybody in the sugar
business knows that actual sales of refined sugar and of raw sugar in sub..
stantial volume are made on relatively few days out of a year and that the
weighted average of actual sales of refined sugar in the Unlted States ruus.
substantially lower than such asking quotations, A firm of New York publie
accountants has computed the weighted average of actual sales and found
that the actual refiners’ price of refined sugar in continental United Btates
in 1036 averaged 4.88 cents a pound, and that the weighted price of actnal
purchasges of raws by refiners amounted to 8.51 cents. Subtracting one from
the other gives a gross spread of 0.87, which must be corrected for the loss
of 7 percent of the raw sugar in the refining process, The reflners’ spread
with this correction amounted to 0.62 cent in the United States, A similar
caleulation for the world market gives a spread of 0.00 cent, The difference
hetween these spreads was only 0.083 cent. The amount necessary to make a
total of $20,000,000 on 4,000,000 tons would be 0.20 cent. Very clearly, only an
improper and unfair use of atatistics could have resulted in such an exaggera-
tion by the Department of the Interfor. If Mr, Ickes' advirors had made
proper inquiry, they could have ascertained the truth on this point,

UnNitEd 8TATES CANE BucAR REFINERS' ASSBOCIATION,

Avavust 9, 1037,

Cowarrss Has THE RiaHT To LIMIT IMPORTATION OF HAWAIIAN AND PUERTO
RioAn ReriNED BUaAR INTO cou'rmmz'mn UNITED STATES AS PART OF THE Suu.m
Quora SYSTEM

(By United States Cane Sugar Reﬂnera’ Association)

'l‘he Hawatlans themselves raised that issue in 1984 when they brought sult
to overthrow the Jones-Costigan Act. anln Jost the cdass on that principle
and realizing that their policy was depriving them of benefit fayments amounts:
ing to some £8,000,000 per annum, they settled the matter’ thh the Depnrtment
of Agriculture and did not appeal the case,’

Judge Balley--Hwa Plantation Oompony v. Wallace, Supreme ‘Court of fhe
Distriet of Columbia, November 10, 1084—cited varlous decisions of the Bupreme
Court of the United States and held that the provisions of the Jones-Costigan
Act, incliding the provisions restricting shipmente of refined sagar from Hawail
as in the ponding sugar bill of 1987, were valid, Judge Bailey sald [reading):

“Congress has the power to Hmit the importation of sugar from Hawail; and
ﬂtmlt lhnitatlon in no way deprives the’ pmlntme of property wlthout aue process~
of law,

+ The soundness of the judge's statement of law is not ! nn'ecte? in any’ way
3{ thte fact that the parties to the case subscquently anreed o gettle their
spute, -
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. The United States Government in its brief in that case said as to the limita-.
tion on Hawallan refined sugar [reading]: “It is reasonable for Congress to-
enact legislation maintaining the status quo so as to permit no further imme-
diate inroads upon continental refiners.” .

. As recently as May 1937 the Supreme Court of the United States unanimously
recognized in the Coconut-oil processing-taw case the same principle of law-
a8 had been declared by Judge Bailey. The Court said [reading]:

. “In dealing with the territories, possessions, and dependencies of the United
States, this Nation has all the powers of other sovereign nations, and Con-
gress in-legislating is not subject to the same restrictions which are imposed
in respect of laws for the United States considered as a political bedy of’
States in union.” .

- The following is the decision in Bwa Plantation Co. et al. v. Henry A. Wallace,
Recretary of the Department of Agriculture of the United States, Supreme Court
of the District ot Columbia, November 10, 1834, No. 57587 :

. The validity of the Sugar Control Act is upheld on the grounds that Congress:
has the power to limit the importation of sugar from Hawali, that the delega-
tion of power to the Secretary of Agriculture to fix a quota for Hawall 1s a.
valid delegation, and that the limitation does not deprive plaintiffs of property
without due process of law. (See sec, 8a, Agricultural Adjustment Act
(Sugar Control Act) (103 CCH 758A)). .

Justice Bamxy, The plaintiffs are certain corporations, organized either iu
the State of California or in the Territory of Hawail and are growers of sugar--
cane or producers, processors, and handlers of sugar within that territory.

- The bhill of complaint seceks to have the court declare the provisions of the
act of Congress, known as the Sugar Act (768A) to be unconstitutional ingofar
as it provides for the fixing of a quota for sugar for the Territory of Hawalil,.
and the regulating of the production, procesuing, and handling of sugar in
that Territory; and that the Secretary of Agriculture be permanently en-
Joined from carrying into effect the provisions of that aet as respects the-
plaintiffs-and their property and Territory of Hawail,

The act provides that the Secretary of Agriculture may forbid the trans-
portation to, receipt in, the processing or marketing in continental United.
States, and the processing in Hawail, Puerto Rico, for consumption in con-
tinental United States of sugar from these areas in excess of the quotas fixed by
him for any calendar year. These quotas are to be based on average quanti-
ties brought from Xawaii or Puerto Rico into, continental United States for-
consumption or which were actually consumed during the three representative
years between 1925 and 1033, inclusive, as the Secretary may from time to
time determine as the most representative 8 years. These quotas may he
adjudged with reference to quotas to be established for certain insular posses--
slons of the United States together with the Canal Zone and also Cuba,
With respeet to continental United States the statute itself fixes certain
minimum ?U{‘tﬂa.

The plaintifts claim that the act is unconstitutional in that the Territory-
of Hawail is diseriminated against in that a quota was fixed by the act
itself for the continentnl producing areas, but the fixing of a quota for Hawaii
was left to the Secretary,

Tho bill doep not scek to haye the act declared wnconstitutional as a whole
but only insofar as certain provisions apply to Hawail and as to the manner-
in which the Becretary has undertaken to carry out its provislons,

The joint resolution of Congress, 80 8tatutes at Large 750, providing for the-
annexation of Hawail provided: “that sald Hawalian Islands and their:
dependencles be, and they are hereby, annexed as a part of the torritory of the:
United States and are subject to the sovereign deminion thereof.”

. The act of Congress of April 80, 1000, provides that-

-The Constitution shall have the sarae force and effect within the Territory of”
Hawalil as elsewhere in the United States,” ; )

A8 to the Territories or posgessions of the United Statos to which the provl-
slons of the Constitution have not been extended expressly, it has been held
that the powers of Congress nre limited to these 'Territorica only by thosge funda--
mental principles and rights which protect an individual against arbitrary
deprivation of lfe, liherty, or property, but not by other lmitations of ther
Constitution on the powers of Congress, As to organized Territorles which
have. become Integral parts of the United 8tates and to which Congress has
oxpressly extonded the Constitution, othor restraints upon the power of Con-
gresy apply, such as the requirements of equality of taxation for tho purposes of* *
the general government, the right to trlal by Jury andvperhaps others,
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That Hawaii is an organized Territory is unquestionable, and that the. Con-,
stitution, so far as applicable, controls the action of Congress, is settled..
Rasmuggg;z v. United States (197 U. 8. 516); Farrington v. Tokushige (273
U. 8 . : .

The power of Congress “to regulate commerce with foreign nations, among
the several States, and with the Indian Tribes” does not expressly include
the Territories, and some doubt has been expressed as to the existence of that,
power. But this power had nevertheless been continually exercigsed by Congress.
for many years. If the power of Congress to pass this act depended solely.
upon this clanse of the Constitution, it might well be doubted that Congyess,
could discriminate as between Hawali and continental United States or pro-.
hibit the importation from Hawali into continental United States of articles
of trade or commerce, other than those that might be deemed injurious to
health or morals or otherwise deleterious.

But Congress is also given the power ‘“to dispose of and make all needful.
rules and regulations respecting the Territory or other property belonging to
the United States.” Under this it has been held that its power is absclute
and uncontrolled except by those elementary principles above mentioned and.
also, in the case of organized Territories, by thé inhibitions of the Constitu-
tion, Subject to these limitations it has all the power that a State government
has over its own citizens, It would seem then that apart from the commerce
clause it has full power to regulate the commerce of a Territory, whether
organized or not, and if necessary or expedient to lay embargoes against ex-.
ports. This authority would arise, as was said in D¢ Lima v. Bldwell (152
U, 8. 186), In reference to its general powers over a Territory, not necessarily
from the Territorial clause of the Comstitution, but from the necessities of.
the case, and from the inability of the States to act upon the subject.

The great distance of Hawall from the continent, separated by the ocean,
the difference in race of many of its inhabitants, the differences in manner
of living, in the raising of its agricultural produets, all might give rise for
maniv grounds for leglslation as to its commerce which would not apply to the
continent,

The contention of the plaintiffis that the effect of the act and of the action,
of the Beeretary thercunder will constitute a preference of the ports of the
continental United States over those of Hawail I8 met by the decision of the
Supreme Court in. Alaska v, Troy, 268 U, 8. 101, holding that the provision of
the Constitution that “no preference shall be given by any regulations of
comnierce or revenue to the ports of one State over another” does not apply
to the ports of even the territories which have been incorporated into the
United States.

In my opinion, therefore, Congress has the power to limit the importation of
sugar from Hawail, and that llmitation in no way deprives the plaintifta of.
property without due process of law.

The plaintiffs allege that in fixing the quotas the Secretary did not use
the same period In the case of Hawanil that are used by him in fixing the quotas
for other areas; that the quotas from Hawall as incorrect and inexact, and:
known to he #o by the officinls of the Department of Agriculture; that the
Sleclrettltgy injustly discriminated against the Territory of Ilawail and the
plaintiffs, .

Regardless of any question as to the power of Congress to fix these quotas,
for Hawalil In any manner that it might deem fit under 1ts general powers over.
that Territory, it would secem that this delegation of powers 18 not prohibited
by the Constitution and are similar to those granted to the President by the
Tarift Act of 1922 authorizing the President to change the classification and,
rates of dutles established in that act upon Investigation of differences in
foreign and domestic costs of production. These powers were sustained by the
Bupreme Court in Hampton v, United Statos (276 U, 8, 804),

Tho power of the Secretary to fix quotas, as far as the importation of sugnr
into continental United States {8 concerned, might arise from the power to
govern the Territory itself and to make rules and regulations for its govern-
ment, but I do not think that this power would extend to the fixing of a tax,
not for the bheneflt of the Territory but for the General Government. Howe
ever, 8o far ns the delegation of power here is concerned, I think that in the
light of the decisions of the Supreme Court, that power was properly delegated.
Congress left to the 8ecretary the power to determine as the basis of the quots,
the 8 yoars which he deemed to be the most representative for: the -general
purposes of the act. Jis powor wag to be exercised for the purpose of adjust~
lug production to consumption and in doing 80 he must have “due regard to the
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welfare of domestic products and to the protection of domestic consumers, and
to & just relation between the prices received by “domestic producers and the:
prices paid by domestic consumers.”

If the powers given to the Secretary were properly delegated, then he had
full discretion in ascertaining the facts upon which his actions were based, and
the court has no jurlsdiction to review his decisions unless they be arbitrary
and palpably incorrect. Much evidence has beén introduced in the trial of this
case attacking the correctness of the facts found by the Secretary and to show
that the data upon which he baged his actions were incorrect. In my opinion
the court cannot go into this question as to the means by which the Secretary
arrived at his conclusions. The real question is whether his findings are so
clearly unjustified by the facts as to show that this action was arbitrary.
From the whole testimony I cannot find that the facts upon which it is
claimed that the guotas were based have been disproved to such an extent ns
to show that his actions were arbitrary or even incorrect, had the court power
to determine the question of mere incorrectness. It is unnecessary to discuss
the evidence in detafl, but I am satisfled that the quotas fixed by the Secretary
were not fixed arbitrarily or were substantially incorrect.

The plaintiffs further claim that by reason of the discriminatory fixing of
gquotas by the Secretary, the processing tax provided for in the act will not be
uniform throughout the United States.

This tax on its face is uniform throughout the United States, including in
that designation those Territories to which Congress has extended the Constl-

tution, The rate is uniform, and the mere fact that it may impose greater

burdens in some localities than in others does not affect the power of Con-
gress, The function delegated to the Becretary is to calculate the rate accord-
ing to certaln data, and he does not himself impose the tax.

So far as the processing tax is concerned, therefore, I think that Congress
has the power to delegate this authority to the Secretary.

If the existence of an emergency be necessary to call forth the exercise of
these powers of Congress, I think there is no doubt that an emergency did
exist, not only in the sugar trade in the United States but also in trade and
commerce in sugar with foreign countries and in commodities in general,

It s by no means clear that in view of the rise in price of sugar, due largely
1o the effects of the administration of the Sugar Act, that the plaintiffs have
suffered any flnancinl loss, in gpite of restraints upon their exportation of
sugar. In fact I think that the evidence shows that the plaintifts will gain
rather than lose by the enforcement of the act,

Upon the whole case, therefore, I think that the provisfons of the Sugar Act
and the actions of the Secretary of Agriculture attached by the plaintiffs do
not operate to deprive these plaintiffs of property without due process of law,
and the bill of complaint should be dismissed with costs,

REPLY BY UNITED STATES OANE SUGAR REFINERS' AGSOCIATION TO LETTER or
DrrecaTe SAMURL W, KiNg, oF- HAWALY, 70 CHAIRMAN JONES

In letter of April 28, 1887, to the chairman of the House Committee on Agri-
culture, the Hawailan Delegate, Mr, King, argued that in pending sugar legis-
lation the restrictions imposed by Congress in the Jones-Costigan Act off 1084
on marketing in continental United States of sugar refined in Hawall, should
be removed, It will be remembered that the Jones-Costigan Act in’establishing

uantitative or quota Mmitations on production and marketing of sugar in and
or the continental United States market, did not require Hawall to reduce her
proviotis maximum volutne of refiied sugar shipments to the continent, but
Himited her to that maximum, 'Although the continental refining industiry
wis then operating at only 60 percent of capucity and the effect of the quota
provisions virtually freezes the contin.-tal plants 'to that reduced scale of
operations, the refined-sugar Jimitation on Hawaii permitted tho oxisting
Hawaiian refining plant to continue to opernte nt maximum capneity.

Mr, King's reasons for his argument were briofly: '

- (1) That Hawall {s “an integral part of the United Statos. ‘
- (2) That Fawall han for 'many years paid more moniey in taxes into the
United States Treasury than the United Statos Irensury has spent in Hawaif,

(8) That becnusd of alleged “equality” of legal statuy tho Flawallan sugar
Industry should recolve identity of trentwient with the continent in tho vestrie- -
tive regimentation imposed by the dquota system; and consequently Hawait
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should have the right to refine where it pleases the sugar which it produces for
sale to continental consumers.

(4) 'That the existing restrictions of the Jones-Costigan Act on reflning in
Hawail for the continental market were imposed at the instance of the eastern
reflneries, who in recent years have been refining and desire to continue to refine
about 300,000 tons annually of Hawailan raw sugar. .

Mr. King's argument ignores the fundamental nature of the quota system.
The essence of that system is that it imposes quantitative limitations on the
rights of every element supplying sugar to the continental United States
market, ''he real question before Congress in 1934 and now is not whetaer legal
niceties of the case of each particular sugar element are treated with 100
percent identity of form, but whether the economic benefits of the quota gystem
are fairly and equitably distributed. It is not helpful to Congress in seeking
this objective, to ignore economic realities and argue alleged technical equality
of legal status In an unrestricted system.

Referring to Mr. King’s main argument outlined above: ‘

(1) The Joint resolution of Congress providing for annexation of Hawalil
stated that it was “annexed us a part of the territory of the United States”
and “subject to the sovereign dominion thereof.” The act of Congress ot April
30, 1030, provided that “the Constitution shall have the same force and effect
within the Perritory of Hawall as elsewhere in the United States.” These are
the United States legislative acts which provide what legal basis exists for
calling Hawaii “an integral part of the United States.,” The right and powor
of Congress to regulate and limit commmerce of Hawail with the continental
United States cannot serlously be questioned. When in 1984 the Hawalians
brought suit against the Jones-Costigan Act they challenged the power of
Congress to impose sugar-marketing restrictions on Hawail different from those
made applicable to the States, Having lost the case on that point, and realiz-
ing that their policy was depriving them of benefit payments amounting to
some $8,000,000 per annum, they settled the matter privately with the Depart-
ment of Agriculture and did not appeal the case. Mr. King says that the settle-
ment provided that the “adjudication in the court below in snid case i8 not to he
asserted by either party in any other proceedings in this matter as the law of
t. o caxe 1nsofar as it relutes to the right of Congress to diseriminate against
IIawall as distinguished from continental Uulted States.” Such private ar-
rangement cannot alter the fact that the court did hold and deelde that Hawail
under the Constitution could be treated in sugar legislation of this character
in a manner different from continental United States. Judge Bailey's opinion
(Fwa Plantation Company ct al. v. Wallace, Supreme Court of the Distriet of
Columbia, Nov, 10, 1984) reviewed various decisions of the Supreme Court,
and, after pointing out that if the power of Congress over the Territories
rested on the commerce clause of the Constitution, there might be doubt as to
the right to prohibit importations from Hawall Into continental United States
of legitimnte articles of trnde or commerce, then procecded to say:

“pPut Congress is also given the power ‘to dispose of and make all needful
rules and regulations respeeting the Territory or other property belonging
to the United States Under 'this it has been held that its power is abso-
lute and uncontrolled execept by those clementary principles above mentioned
and also, In the cage of organized Territories, by the inhibitions of the Con-
stitution, Subject to thése Hmitation it has all the power that a State
government has over its own cltizens, It would seem then that apart from
the commeree clauge it has full power to regulate the commerce of a Territory,
whether organized or not, and if necessary or expedlent to lay embargoes
against exports. This authority would arise, as was said in De Lima v,
Ridwell (182 U. 8, 100), in reference to its general powers over a Territory,
‘not necessarlly from the territorial clunuse of the Constitution, but from the
x\olcgessét,les of the cage, and from the innbility of the States to act upon the
subject,

“Tho great distance of Xawall from the continent, separated by the ocean,
tho difference in race of mauny of its inhabitants, the difference in. manner of
living, in the ralsing of its agricultural produets, all might give rise for many
groulndu for leglslation as . to ity commorce which wanld not apply to tho
continont. c . .

“The contontlon of tho plaintiffs that the cffoct of the act and of  the
action of the Seceretary theroundor will constitute & preference of the ports
of tho contlnental United Stntes. over those of Hawail is met by the decision
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of the Supreme Court in Alaskae v. Troy (258 U. 8. 101)¢, holding that the
provision of the Constitution that ‘no preference shall be given by any regula-
tions of commerce or revenue to the ports of one State over another’ does not
apply to the ports of even the Territories which have been incorporated into
the United States.

“In my opinion, therefore, Congress has the power to limit the importation
of sugar from Hawali, and that limitation in no way deprives the plaintiffs of
property without due process of law.” .

The soundness of the learned judge's statement of the law is not In any
way affected by the fact that the partles to the cause thereafter agreed to
settle their dispute and as part of their private settlement agrced (as between
themselves) not to consider the Court’s adjudication as “the law of the case.”

Ag recently as May 8, 1037, the Supreme Court of the United States de-
clared the same principle of law as had been recognized by Judge Bailey. In
the Cincinnati Soup Co. v. United State: of Amcrice, decided May 8, 1937,
Judge Sutherland gave the unanimous opinion of the Court, and stated:

“In dealing with the Torritories, possessions, and dependencies of the United
States, this_Nation has all the powers of other sovereign nations, and Congress
in legislating 18 not subject to the same vestrictlons which are imposed in
respect of laws for the United States cousidered as a political body of States in
Union.”

(2) The fact mentioned by Mr, King, that Hawall, since annexation, may
have pald an average of more than $5,000,000 a year to the United States Treas-
ury, while the Treasury has spent an average of little more than $1,000,000 a
year on the Territory, “thus leaving a direct net profit of $150,000,000 on taxes
alone from Hnawail” is not only irrelevent to the Issue but misleading, The
figures of $1,000,000 a year is exclusive of the large expenditures by the War
and Navy Departments in Hawaii, The point, {f any, in the comparison depends
upon the hypothesis that the United States Treasury is the Treasury of the
continent and is somehow making a proflt ont of collections in the Territory of
Hawall. If that hypothesis is valid, it surely is also necessary to bear in mind
that tho money with which Hawali pald such taxes was derived, diveetly or
indiveetly, principally from the Hawaltan sugar industry, to which the conti-
nental consumers haveo for years been paying an annual tribute of many millions
of. dollars, vepresenting the difference between the price of tariff-protected and
substdized Hawalion sugar in the United States over the price of sugar In the
free world market. In 1030 alone, such premium for Huowallan sugar repre-
sented somo $50,000,000. If the United tates had not annexed IMowall, the
sugar which Iawail has been selling to the United States would have been
purchaged from Cuba or othier dutiable sources, and the many millions of dol-
lars a year premium paid by the continent for Hawalian sugar over the world
market price would have gone directly into the United States Treasury instead
of into the pockets of Hawailan sugar companies, whence only a small part of
it eame back as taxes. The continental consumers of Hawallan sugar (who
are the veal payors of the taxes collected In Xawall and of Hawall’s purchases
from the continent) could well be heard on the question whether HMawall has
been a financlal henefit to the United States or its Treasury,

Ifurthermove, if Mr, King veally wishes the test of preference under the
quofn system to be the excess of taxes pald to the Natlonal Government by a
State or Torritory over the Federal money expended thereln, or the amount of
goods purchased by the peoplo of a State or Torritory from other States, the
g{rent reflning States of Massnchusctts, New York, New Jersey, Pennsylvania,

‘exasg, Californin, ete., far outrank Hawail,

(8) Mr. King sald, “Hawall can only ship 8 percent of its quota of sugar in
the form of reflned sugar; tho rest it must ship as raw sugar, This restriction
does not apply to any other Ameriean producing aren on tho continent.,” Ho
complaing of “discrimination” agninst Hawail.

The cssenco of the quota system is reglmentation and regtriction of the entiro
Induatry, It preseribes the tofal volume of sugar which may bo refined in
Hawail for shipment to the continent, fixing that volume at the maximum such

shipments ever made by Hawall. It nlgo prescribes the total quantity of raw
augar avallable for rofining in the continent for the e
effect Hmits that quantity to an amount 1 o ioas B markot, and o

000,000 tons loss than the maximu
heretofore so refined, thus forbidding contfnenml plants wsing more than nbéun:,
60 percent of their capaclty, In other words, the veflned-sugar features of the
sta.vstem. when fairly analyzed from an economic standpoint, aro more Hberal to
Mawail than to the continent, The “discrimination®, 1f any, 18 fn favor of, not.
agalnst, Hawail, '

o
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It is obvious that in complaining of “discrimination” Mrv. King uses that
word in the purely legalistic sense of “difference”, and as above shown
Congress has the right to make such diserimination. Whether there is any
discrimination in fact, in the sense of unfair treatinent, depends upon impartial
consideration of the whole sugar problem and how the different elements
thereof are treated. The fundamental indisputable.facts are that the quota
system under the act of 1034 greatly Increased the flnancial returns of the
already prospervus Hawalian sugar industry but decreased the returns of
the continental refining industry. In the period 1034 to 1036 the Hawalian
sugar industry averaged 9.8 cents on its capital and surplus; the continental
refining industry averaged only 1.88 percent, The returns of the Hawalian
industry are due to the tremendous premium paid by the American public
under the quota and tariff gystem for Hawalian sugar (the premium amounts
‘to 2,501 cents per pound in 1938), where as the continental refining industry
recelves no quota premium or tariff protection whatever., In asking removal
of refined sugar restrictions on Hawall, My, King in effect usks that the
regimentary quota system still further injures continental labor in existing
plants, for the benefit of the already prosperous Hawailan industry and of
labor already cmployed, and chiefly of Japanese racjal origin,

(4) Mr, King says that “the castern refineries in their desire to prevent
equal treatment for Hawaill have concentrated their attack on refined sugar
from Hawail," He deseribes tho great subsidized sugar corporations of
Hawall as agricultural producers, dresses them up as farmers, and charges
the continental reflners with in some way blocking the Hawalian ambition
to make even more money out of the continent.

The objection to lifting the vestriction on refining in Hawail for shipment
to the continent is not made only by castern reflueries, Idveryone knows that
such objection is made by the beet sugar industry, by the Louisiana sugar
industry, and by all continental cane refineries, loented in nine States—
northern, southern, eastern, and western—with the singla exception of one
continental reflnery owned by the Hawalians themselves, situnted at Crockett,
Calif. The combined and closely controlled Hawalian sugar industry now
reflnes about two-thirds of Ilawallan total raw sugar production at its Jointly
owned refinery at Crockett, That plant iz big cnough to refine practically
all thelr sugar. No one objeets to the Liawallans refining all thelr sugar, if
they wish, af Crockett or in any other continental plant they or anyono else
may choose to bulld or acquive. What the continent contends is that under
the quota system of resiriction and regimentation, the highly subsidized,
highly prosperous Hawalian sugar industry, supported as it is by the con-
sumers of the continent, should not be allowed, in violation of the princlples
of the quotn system (under which the Hawallun industry is glven a highl
profitable monopoly share of supplying raw sugar to the continental market
to displaco continental labor and business volume by building unnecessary
new plants expanding gefining in the islands. No brief i held for any specific
existing continental plants. The Hawailans and any other interest can build
or bhuy continental plants if they choose.

As Mr, King hitasclf says, sale and shipment of Mawallan raw sugar in
substantinl quantities to the Atlantic coast refinerfes was a polley freely chosen
by the Hawailan producers themselves, The Atlantle refineries could not, 1f
they had wished, have forced them to do so. Under the existing restrictions,
the Huwnlians are perfectly free to refine all their sugar thomselves, pro-
vided they do it on the continent and thus abstain from displacing continental
labor, while continuing to reap the great profit from the subsidies which the
continent paya them, It is untrue and unfair to say that any existing refinerles
have a “monopoly” on purchasing or refining of Hawallan sugar,

Mr. King says that the Hawailans do not intend to abandon thelr reflnery
in California, But thoy themselves adinit they have already taken 800,000 tons
of business from that reflnery, and the fact vremains that i€ all restrictions on
Hawailan reflned sugar shipments are removed, they will be free to remove
all thelr refining from the continent, to the great injury of labor in exlating
plants, including that in California,

Mr, King refers to the Hawallan-owned reflnery at Orockett as if it were an
agricultural cooperative enterprise. Technieally it 18 organized (possibly for
tax-gaving reansong) in cooperative form, but the owners are not farmeors,
They are the thirty-odd very rich corporations which own the Hawalian raw-
sugar mills, and which are in turn dominated by the five closely controiled and
interlinked “factors”, sugar management. or holding companies which own op
vun most of the economic life and husiness of Hawaill, That sort of piéture is

TR e e on

g g

e

[

- apma et



w e e we w o= o=

06 SUGAR

.not what the Department of Agriculture hag in mind when it promotes coop-
:erative marketing by and for farmers. It is about as far from that as would
"be the great packers—Swift, Armour, and Wilson—owning some cattle ranches,
and at the same time setting up a Joint “nonprofit” unified selling agency in
‘New York to handle shipments and sales of their meats.

' " Senator Vanprnnkra, I would like to ask a question. Are you
-familiar with section 201, the price-control section of the bill?

- Mr, Bunker. I am not very familiar with that, Senator.

Senator Vanpensera. Not sufficiently to explain to me how it
.would work?

Mz, Bunker, No; I am not.

Senator Vanpensera. Perhaps I can get somebody in the course
of the day who can. ,

.. Senator Carrer, What is the difference between the amount paid
labor in Hawaii and the amount paid in the United States?

Mr, Bunker, Our, minimum rate is close to $5 a day, Senator, and
I think the minimum in Hawaii is something under $2 n day. In
Puerto Rico it is 85 cents a day. In Cuba X think it is $1.10,

. Senator Davis, Are the hours the same in Hawaii and Puerto
Rico as they are in the United States?

Mr. Bunker. So far as I know. I cannot answer that directly,
but I think the figures I have given are for an 8-hour day in each
-case.

Senator Kina. Of course, you are speaking only of refiners?

Mr, Bunker. That is correct.

.. Senator Kina. And not of agricultural labor?

Mr, Bunker, That is right,

The Cnamman, All right, Mr, Bunker,

Mr, Bunker, May I ask permission to answer one or two things
,that Mr, Greene said? '

The CramrmaN, Yes; but your time is very much exhausted,

Mr. Bunker, I am sorry. Mr, Greene referved to the fact that
‘there was only one buyer for Hawaiian raw sugar. Of course, they
‘are free to sell their sugar anywhere they want to, and it is not true
-that there is only one buyer for Hawaiian raw sugar in the East.

Senator King. Did he not state that it was ghe 300,000 tons that

-was shipped to the East, that had to be sold to the refiners?
.. Mr. Bunger, Yes, Well, there are a good many refiners they can
sell to. They have perfect freedom to sell to any refiner that they
wish, and as far as the labor involved in that 300,600 tons, it would
-not be 800 but nearer 800 or 1,000 men directly, and as many more
indirectly involved.

Thank you.

The Cuairman, All right, The committes thanks you.

Mr. Staples. , A

STATEMENT OF P. A, STAPLES, PRESIDENT, HERSHEY
: ‘ CORPORATION

~ The Cuamman, You may proceed. o
. Senator LonerasN. I beg your. pardon. I notice it says here,
“Pregident, Hershey Co. of Cuba Is that a Unitodv States
;corﬁpan ? )
: . Srarres, An American corporation, Senator, ‘
.. Benator LoNgraaN. Who owns the stock ‘
i
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Mr. Starres. All of the stock is trusteed for the benefit of the
Hershey Industrial School of Hershey, Pa., which has at this time
about 1,000 orphan hoys from all parts of the United States and
which ig increasing, so I imagine you would say the stockholders
are really the orphan boys. ‘ .

Senator Crark. Mr. S)t,a les, you said it was an American corpor-
ation, It is organized under the laws of what State? :

Myr. Srarves. Delaware.

The Crrairman, All rvight, My, Staples, you may proceed.

Mr, Srarres. Gentlemen, I appear before you as president of
Horshey Corporation which has developed and which operates at
Central Hershey, Cuba, the largest cane-sugar refinery in the island,
During the World War emer ency Mr, M. S, Hershey went to Cuba
in response to the urging of the United States Government that
American capital aid in the development of Cuban sugar production
in order to establish an accessible and dependable source of sugar
for the American consumenrs,

The Hershey development in Cuba represents an investment of
upward of $40,000,000 of private American capital, which, due to
ever-increasing restrictions, has produced very little income, I men-
tion this ownership because I feel that the American beneficiarvies of
our company should have from their Government equal considera-
tion with the shareholders of the domestic sugar-refining companies
in whose special interest certain industrial provisions have been arbi-
trarily injected into the bill now before you,

"There are just two fundamental points I wish to emphasize, The
first is the relation of Cuba to the United States. The other is the
reason th' a simple, a tested and a generally acceptable program
for agricultural legis’lution has been distorted into a prolonged and
increasingly bitter controversy. I hope we shall agree on both the
cauge and the cure, .

What, then, is Cuba? During the last few days here in Washing-
ton I have heard her described both ag some sinister forco sapping
tho prosperity of our Nation and robbing Americans of (heir jobs,
and as the pampered pet of an over-generous Uncle Sam. Does either
of theso descri{)tions square with the record? Doeg Cuba come as a
suppliant, or does she offer something substantial in returnf

n 1986 Cuba paid directly into the Treasury of the United States
$86,000,000 in sugar duties alone, without displacing a single pound
of our continental sugar production, o

Senator Vanpunnera, What year was that?

Mr, Srarres. 1036, »

Senator Vanpunserg. How much would it have been if the tariff
?_ad r?xot been twice revised? How much would she have paid in that

ime \ '

M(;OO Srapres. She would have paid nearly $70,000,000 to

$80,000, 3
S’enator Crark, She receives American Frotection to the extent
Mr. Svarunps, No, and this is what I did not understand., As

far as T can see from the records, the beet people have never used

their quota. They may have—no: I do not think they have used

their quota. It is n problem I do not get through my head. I

noticed that the Senator from Michigan, who made thst point, said

he had three of his factories shut down. I do not see that prob-

lem at all, for on the other hand I know we in Cuba had o distribur
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tion last year of a portion of the heet quota. T do not get the connec-
tion, I am sorry I cannot explain because I cannot comprehend it,
Senator VanbENBERG, If your tariff production has been cut from
$70,(?)00,000 to $38,000,000, you have not been treated too badly, have
ou

* Mr, Stapres. No; but I think on the other hand it is not all on
one side. The treaty was a two-way treaty, and if the treaty is a
reciprocity treaty you must give as well as take.

Senator Kina, We do not want it to be a one-way treaty.

Mr, Starres, Oh, it is impossible, sir,

Senator Kina. We do not want to' operate one-way streets in
transactions with other nations.

My, Srarres. I agree with you, sir.

Senator Brown. That $36,000,000 was, of course, first collected
from; the American consumers of sugar and paid or repaid to the
American Government ?

Mr. Srarres. No, sir; I would not say that at all, for this reason,
Today the price of raw sugar—we will use that as n busis—is $3.50
in the United States. Cuba only receives $2.60. Therefore it comes
out of the Cuban producer, Is that clear, siv?

Senator Kina, If the tariff has been reduced as suggested by the
senior Senator from Michigan, and carrying out the philosophy in-
dicated, if I understand the question that was put to you by the
Senator from Michigan, it would mean that if you had a high taviff
you would mulet the American people that much more.

Mpr, Srarres. No, That is an impossible construction, and I assure
the Senator from Michigan there would be no automobiles or any
other manufactured articles produced in the State of Michigan that
would be purchased in the island of Cuba., That was proved in
1032 and 19033, very, very definitely, I can give you these figures,
either in a memorandum or I have them, I think, in my bag here,

The Cuairman. All right, Mr. Staples, proceed with your state-
ment,

c Sben?ator Davis. Does the Hershey Co, refine their own sugar in
uba

My, Srarres. Yes, sir, We started right at the start. We did not
have a bone-char plant at the start, but we started to make what I
understand was called “Louisiana plantation white”, because we be-
lieve the economical way of making sugar is to start with the cane
and go ri]ght through to-the refined, just the way the beet people
start at the beets and go right through to the refined sugar. 'In
other words, we have no intermediate industrialists taking out a
profit. T believe that is to the benefit of the consumer.

Senator Davis, How many peo%l‘;s do you employ at the refinery?

Mr. StarLes. In our refinery? We cannot distinguish between the
refinery and the other operations, because they are all tied together.
For example, we have a railroad system which would be of abso-
lutely no value if our reﬂner,zf business went out of the picture, hut
Ifs}ixémld say that I cannot estimate that, because I cannot even think
of it. ‘

_Senator Davis. Can you give me an estimate of the number of em-
ployees in all of the Hershey activities$

_ Mr, Srarres. Yes, sir, Not including any agricultural employees,
I should say it m(;&l)w, ‘during cortain periods of the year, run be-
tween 8,600 and 4,000, ‘ : : :
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Senator Davis. What is the difference between the wages in the
Hershey factory in Pennsylvania, for those doing what we might
term the common labor, and the wages which you pay in Cuba? -

Mr. Srarres. I am not familiar with the wages paid in Hershey,
Pa., except that it is the highest in the industry. I really do know
that. But in Cuba, our common-labor base wage in the refinery is
$1.60, which is now $1.70, because our labor scale goes up as the price

of sugar goes up. The common labor runs now from $1.70 to $2.10.

in our refinery,

Senator Vanpensera. For how long a day?

Mr, SrarLes. An 8-hour day, siv. And in addition to that we
rive 14 days’ vacation with full fpny for every man as soon as he
has worked a year, irrespective of whether it 1s in the year or not.
That is based on some two thousand-odd hours.

Senator Carper. How does that compare with the wages paid by
the refinories in the United States?

Mr, Starres. I am not familiar with that, sir. I live in Cuba,
and I just came up here. It is lower, sir, I can tell you that.

Senator Career. Undoubtedly,

Mr, StarLes. There is no question about that, sir, but the labor
question in_the refining of sugar is really a very minor question,

Senator Davis. It was stated here just a moment ago that the
minimum wage in the American refinery is $6 for an 8-hour day.

Mr. Srarres, That is true. Qurs right at the present time is
$1.70 to $2.10. Then our semiskilled is $2.10 to $5.10 and our skilled
runs from $5.10 to $8.10. I am putting that on the present price of
sugar, because that varies. As sugar goes up and the scale of prices
increases a percentage on certain sugar prices; in other words, it does
not all go fo the increase in the value of sugar, it does not all go to
the producer, but increases the consumer power to the Cuban worker,
which reacts to the benefit of the United States,

Senator Kina. I suppose there is some relation between wages and
cost of living, and the cost of living is very much less in Cuba than
it is in Pitts ux‘g}z{h, for example?

My, StarLes, Yes; there is no doubt about that.

Senator Davis. Is the machinery you have in your refinery in
Cuba as modern as the machinery that would be found in refineries
in this country? ‘

Mr. Srarres, It is more modern, sir, I should say, because it is
the last bone-char refinery built, ‘

Senator Davis, Is your production per capita greater in Cuba
than it is in the refinery heref '

Mr. Srarres, That I could not answer, I should say it is prob-
ubly a little more. Noj; I should say, on account of our labor con-
ditions, the labor undoubtedly is not as efficient, that the production
per capita would probably be o little legs, ¥rom the efficiency stand-
point it is possibly more; that is, the efficiency of machinery stand-
point, it is more; from the standpoint of the eficiency of labor it is
undoubtedly less. That, I am not just able to state exactly.

That in itgelf is no small initintion fee for the privilege of doing
business with the United States, and on top of it Cuba spent some
$65,000,000 in our markets, She not only drew on our great cities for
‘:_mtom(ﬁ)iles,‘radios, toxtiles, steel products, lumber, and other man-
ufactures, but she went to the plantations of our South and to the
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farms of our prairie Stated and bought rice, wheat{ lard, porlg and

other products. Such is 1 year’s visible return to the United

tates

from the two-way trade treaty with Cuba, and this year it will be

substartially higher,

Is it not plain common sense to cultivate and not to offend a cus-

tomer of this sort? Yet the bill now before you would actually re-

duce the present Cuban direct-consumption %mta by 19 percent of
e

the quota effective.last year, This is propos

in the interest of the

cdomestic vefining industry, whose volume would thereby be in-
creased only 2 percent, If the Sugar Trust is in such a desperate
condition as it would lead Congress to believe it is, an increase of 2
percent in gross volume is not going to be its salvation; and cer-
tainly this increase is not going to solve America’s unempleymont

problem,

Considered from a national viewpoint, the meager benefits to a
small group of industrialists here, which would result from this
10-to-1 deal against so good a neighbor and customer ag Cuba, would
secem hardly to justify approval by Congress. .

Furthermove, if this cut to 375,000 short tons is adopted, Cuba will
be singled out for the dubious honor of being the only nation so
treated, England can put her sugar quota into the United States

in any form she pleases.

So can every other foreign nation, Bnut

Cuba, the largest single source upon which the American people
depend for the sugar they need and the nearest, and by far the

largest, customer of ours among the nations supplying us with sugar,

is not.only told in what form she muet send us her sugar but is actu-

sll,zr reduced in quota at » time when American consumption is bound
0 it

HOLHE LA

. ]Sllgnator Kina, What ig the reduction imposed upon Cuba in this

Mvr. Srares, 19 percent, sir,
Senator Kina., 19 percent?
Mr, SrarLes, Under last year's the reduction amounts to 87,000

Lons,

Senator Kina, Then we :are not carrying out the torms of the

Jones-Costigan bill?

‘Mr, Srarrrs, No, sir,. ‘ ‘ ‘ .
In this connection I am confident that the Senate, which is charged

:with supervision of our foreign affaivs, will give dué weight to.the

fact that Cuba is the testing laboratory in which the other republics

:0f the Western. Hemisphere are determining what they can actually

expoect in the practical working of our “good-neighbor” policy. The
success of that policy is founded on the &xood faith of our Nation,

‘Senator VANDENBERG,
matter of dollars and conts?

You mean our “good-neighbor” policy is a

~ Mr. Srarrss, Well, it has got to b two ways, Senator. L
. Senator Kina. There can be .a “good-neighbor” policy aside from

.8 material concept, I suppose?

r. SrarLrs, Yos, sir; I agreo
Senator Kina, And spiritnal and moral as well as purely dellars

and coents, . -,

with you, ‘

Mr. SrarLes. Spiritusl and moral; yés, sir.
. Senator VanoeNnrras I have not heard about that,
.. Senator King. Wﬂ‘l, , pr%bﬁ)gy
o

th’os? things., It is

0 18

Republicans geldom do hear ahout
mﬂgar than the spiritual, °
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Mr., Starres. This brings me to the second fundamental point. As
I see it, the reason why the sugar-stabilization bill has been stalled.
for 5 months is that this farm measure has bogged down under the
extraneous_provisions which give special privileges to an industrial
interest that has been unable to get what it wapts through direct and
open means. I refer to the artificial device of direct-consumption
sugars, as unnatural group of raw, semi-refined and refined sugars
whose only point in common is that they would otherwise escape the
clutches of the Sugar Trust, ‘ ‘

This quota-within-a-quota scheme benefits only the industrial grou
of domestic cane refiners at the expense of the sugar industries in a
the offshore producing areas and especially in Cuba, where a re-
fining industry is already well established, ~Naturally, the offshore
producers have fought and will continue to fight it, We deplore this
effort of an industrial group to ride over ug by means of a farm bill,
and we are quite ready to meet them on fair ground and have the
United States Tariff Commission or Congress decide on its merits
the yuestion of continental versus offshore refined cane sugar. We
are not opposing the objectives of the farmers. We are protesting
ggﬁ industrial features which have been arbitrarily injected into their

ill,

Wo ask only that these industrial features be eliminated. All that
is required is to strike out of the bill now before you every reference
to direct consumption sugars, That is a perfectly simple and blood-
less operation which would strip the {alse colors from the bill and
leave 1t effective for its oviginal and basic purpose, '

The fact that the present Jones-Costigan Act contains the direot-
consumption quota scheme is a dangerous precedent for the Sugar
Trust to cite,  This act is a mm)‘)orm‘y measure which was enacted
to meet an emergency. In fact, the law automatically oxpires at the
end of this year, . '

Now there is no longer an emergency. Now we can sce that this
monopolistic group is using the “I, C.” quota scheme as an entering
wedge to legislate out of existence all competition from offshore
refined and thus further to advance the monopoly which Congress,
the courts, and the United States Taviff Commission have repeatedly
refused this small, cohesive combination of industrialists. f

The Sugar Trust has publicly announced that all Cuban refined
sugar should be shut out ‘of the United States, To accede to its
present. demand for a cut in_the Cuban quota would be a further
step toward the objective and would leave defenseless the innocent
bystander—that forgotten man in this whole controversy, the great
consuming masses: It would open a veritable Pandora’s box to

plague the American people in their fight against monopoly at home,

and in their program to expand markets abroad, :

Gentlemen, I thank you, With Your permission, T will file a sup-
plemental statement, which I shall greatly appreciate your having
copied in the records of this meeting, ' ' o

The Cuamman. Jt may bo copied in the record, without abjection,
SUPPLEMENTARY STATEMENT BY T, A."S'rwr.ss, DRrESIDENT, FIERBHEY CQﬁI‘(;Ef\TlON

" Ior more than b months an important part of tho adnﬂnistfatlon'é prom‘nlﬁ
to rchabilitate American agriculture has been paralyzed by a sit-down strike
ongineered by an, industrial group that is attempting to use this agricultural
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bill as a vehicle to gain special privileges and thus to further its monopoly in
an essential food.

Believing that the American people should recognize this situation for what
it really is and deal with it accordingly, I ask you to consider a few questions,

They are based on the fact that during the 8 years that the Jones-Costigan
:!u%nr lSlttnbmzation Act has been in effect, it has demonstrated to the sugar

rade that—

(@) A quota system for raw sugar is an effective means of protecting the
interests of our continental sugarcane and sugar-beet growers and of stabilizing
production in the offshore areas upon which the American consumers necessarily
depend for two-thirds of their sugar supply, As a result, the various producers,
both continental and offshore, again enjoy a reasonable prosperity.

- (b) The superimposing on this agricultural scheme of special privileges for
the wholly industrial function of refining raw sugar, may have been politically
expedlent in getting emergency legislation enacted 8 years ago; but it just does
not stand up under public scrutiny, now that the emergency has passed, If this
were not so, Congress would have enacted a bill long before this, and the
American cane and beet farmers who are now beginning to harvest their crops
would know exactly where they stood,

Bearing in mind that the administration wants legislation which will continue
and further strengthen the agricultural features of the emergency Jones-
Costigan Act but that, through three Cabinet membors, it is definitely opposing
the extension of any provision for the industrial function of refining, I believe
the following questions are in order:

1, Are the beet farmers protected? Yes; the beet-sugar quota in I, R, 7667 18
not less than 1,540,808 tons. The average production for the perlod 1032-86
was 1,420,700 tons. :

2. Are the cane planicrs protected? Yes; the Louislana-Florida quota in the
same bill is not less than 420,166 tous as compared with an average production
of 318,870 tong in the period 1082-36,

8, Is offshore refined a threat to domestio cane and beet producers? Abso-
lutely not. These producers are given, through the quota system, first eall on
supplying America's sugar needs, What they cannot provide must be brought
into the country. It can make no difference to them in what form this balance
comes In from Quba and other offshore areas,

4. Are the domostio rofiners producers of augarf Thoy are not, They moervely
take o so-called raw sugar which is edible and turn it into white, granulated
gugar, They are food processors, not food producers,

B. Are the domestic refiners truc friends ot the farmers? By the very nature
of thelr business they cannot be, Thelr profits demand on thelr buying raw
sugar—a farm product—at the lowest possible price, To this end their re-
finerlies are all located on the waterfront in the great seaboard industrial
centers where they can bring cargoes of raw sugar from outside continental
United States right up to their plants, If the sugar beet and the Florida and
Y.oulsiana cane growers were not protected by tariff and by quotas, the domestic
cane refiners would buy all thelr raw sugar from overseas; and our continental
farmers would have no market for their produce.

6. Are the domest{o refiners tmportant employera of labor? In 1085, the
1nst year for which the Government has published figures, all the refinerles
in continental United States employed only 18,862 persons for labor and super-
intendence in refining cane sugar. Yet these reflnerles process 85 percent of all
cane sugar used in this country. This iabor is concentrated in a handful of
great seaports, New York belng the refining center of the United States,

7. Are the domestio refiners true friends of the consumers? The Sugar Trust

fight was one of the earliest and most conspicuous in America’s traditional

opposition to monopoly, For the nearly half a century since that first case,
our courts have ruled time and again against persiatent attempts by the roefining
comphnies to control the housewlves' sugar bowl, As recently .as 1080, tho
United States Supreme Court sustained the conviction of the SBugar Institute,
trade association of tho domestic refiners, for monopolstic practices on 40
separate counts,

8. What are “dircot-consumption sunars”? As used in the proposed bill,
“Dircot-consumption sugars” are all offshore sugara—raw, semirefined, and
refined—which do not pass through the hands of the domestie reflners and
from which the Sugar Trust, thorefore, cannot cxact n profit. This arbitrary
and unnntural cdtegory was unknown to the sugar trade until 8 yenrs ago,
1t in a device for segregnting all tho Sugar Trust’s competition, both direet and
lndim\ct. Once segregated, this competition can then bo strangled through

v
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progressive reductions in the direct-consumption quota untll the Sugar Trust
gains a complete monopoly. Proof of this is demonstrated in the present
attempt further to reduce the Cuban quota.

9. What would be the result of the proposed reduction in the Cuben “D, 0.
quota? It would reduce by 20 percent the amount of reflned sugar which
Quba could sell in the American market. In 8o doing it would increase by
only 2 percent the volume of the United States reflners’ business. Thus a
natural and an established Cuban industry, developed largely by American
capital, would be seriously crippled for no appreclable aid to American em-
ployment but merely to tighten up another notch the stranglehold of an
industrial monopoly in the United States. Quite.aside from its domestic
implications within the United States, such a reduction would oftend the spirit
of our commercial treaty with Cuba and would seriously impair our prestige
throughout Pan America,

10. Do “D. 0.” quotas belong in an agricultural billt Absolutely not. Thelr
purpose is to give special privileges to the domestic reflners who are indus-
trinlists pure and simple., Their injection into the pending legisiation is what
has caused the confusion, opposition, and delay in the enactment of a sugar-
gtabilizatlon measure,

11, Is 1t too late to take out the “D. O quotas? No. An amendment
eliminating from the pending bill all references to the direct-consumption
sugars would be a perfectly simple and bloodless operation which would not
(lilslturb in any way the structure and the fundamental objective of the sugar

12, What should the domestio rofiners do? If the domestic refiners feel that
they need special protection, they can proceed through proper and well-estab-
lished channels open to all American industiries, They can appeal to the
United States Tariff Commission oy they ean ask Congress for special legisia-
tion. In elther event thelr case can he considered and decided on its merits
without confusing oand jeopardizing the legislative program for the stabilization
of sugar production.

13. Why don't they do just thia? Because they know from experience that
their caso will not stand up on its own merits, It is for this reason that they
are attempting to hiteh-hike on the farm-relief wagon, although the Ameriean
farmer presumably {8 fed up with carrying the eity Industrialist on his back.

14, What can Oongress do? Keep faith with our courts; proevious Congresses,
both Republiean and Democratic; the United States Tariff Commission; tho
American people; the President’s “good neighbor” policy by striking out of
the sugar bill all references to direct-consumption sugars and thus enncting it
as the agricultural measure it is designed to he,

The Cuamrman, Mr, Thomas Austern,

STATEMENT OF H. THOMAS AUSTERN, REPRESENTING THE CUBA
DISTILLING €0, THE ALCOHOL INSTITUTE, AND THE MANUFAC-
TURING CHEMISTS ASSOCYATION

The Cramman, Mr, Austern, you have 15 minutes.

Mr, Avstern, My name is H'T. Austern, of Washington, D. O,
I am appearing on behalf of the users of blackstrap molasses, in op-
?gg'}tmn to the so-called Lucas amendment, p. 26, lines 9 to 12 in H,

Senator Crark, Who is the Cuba Co. %

Mr, Avsrern, The Cuba Distilling Co. is a molasses-importing
company,

Senator Crark., What is the Alcohol Institute?

Mr. AvsterN. The Alcohol Institute is an association comprising
about 80 porcent of all the production of industrial alecohol, ‘

Senator Cramrx, They make industrial alcohol out of blackstrap?

Mr. AustErN. Yes, ‘

Senator Crarx, Who is the Manufacturing Chemists Association?

Mr, Avustern, The Manufacturing Chemisté Association is nn as«
gociation of companies which manufacture chemical products.
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© Senator Crark. Is the Cuba Co. an American corporation?
" Mr. AustERN. Yes, sir,
~.Senator Crarg. It is organized under the laws of what State?

Mr. AustesN. I do not %mow. I am appearing also on behalf of
the National Paint, Varnish, and Lacquer Association, and the Cel-
lulose Plastics Association. Both of those groups are large con-
fumers of industrial alcohol, ,

I am appearing in opposition to the retention in H. R. 7667 of
the so-called Lucas amendment. .
~ The Cramman. That was put in in the House, was it not?

31[5 AvusterN. That was put in in the House, on page 26, lines 9

With your permission, Mr, Chairman, I will briefly discuss this
amendment, .

Senator Crark, What are the lines?

Mvr. Avstern, Lines 9 to 12 on page 20,

Senator Crarx. Beginning, “notwithstanding the foregoing ox-
ceptions,” - .
© Mr. Austern, Yes, sir; that one sentence. I would like to indi-
cato how this amendment places o tax on the use of waste inedible
molasses for the manufacture of industrial alcohol and is unrelated
to the purposes of the bill, and secondly, how it will not benefit the
corn farmers it is said to help, and the resulting injury which it will
do to a vital industry and to the very sugar producers that the bill
is designed to aid.

Tirst, Mr, Chairman, let us see exactly what the amendment is,
The hill hefore you is a white-sngar, that is an edible-sugar, con-
trol bill, It imposes quotas and it imposes o tax, The tax is imposed
by section 402, over on page 27, and it is levied on manufactured
sugar, ag that term is defined on ]page 26, subsection (b).

As it ap‘)eared in the originnl bill in the House, and in the
O’Mahoney bill, 8. 2706, this definition excluded blackstrap molasses;
that is, waste inedible molasses for industrial purposes. That is,
o molasses not for human consumption or for the extraction of
sugnr,

. Without lines 9 to 12, the definition as it appears on page 26 will

-oxclude waste molagses for industrial purposes.  Now, Mr, Chairman,

to save time I will use the term “blackstrap molasses” to include
three of these waste inedible molasses. As you know, there is in the
milling of raw sugar a waste vesiduo, a black, gummy,,viscous sub-
stance, wholly inedible, There is a similar product in the manufac-
turing of beet sugar, that is called beet molasses, Likewise in the
ultimate refining of cane sugar there is a waste, viscous, gumimy,
rosidue by{)roduct, wholly inedible that is called rofiner’s biackshmp.
Now, I will use the term “bluckstm]p” to include: all three,
- Now, gentlemen, prior to 1905, these waste molasses were wholly
waste. They presented problems in disposal, health problems oc-
casioned by running them into the rivers Tt was .o very serious
ublic health })roblom, but since 1905 uses have been found for them,
n the first place, about 100,000,000 gnllons a year are used in the

" manufacture of cattle feed. Its use there is similay to the use of

table sirup on ﬂsql)jacks. "The second and most important use, and
the one with which we are concerned this morning, is in the manu-
fncture of industrial aleohol, . = S

I‘ . : Cte ! t . . ! ' ’
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Now, it is hardly necessary for me to detail to this committee the
importance of industrial alcohol in our national economy. You
know that it is essential in the manufacture of anesthetics, medicine,
hospital supplies, foods, toilet articles, paints, varnishes, lacquers,
inks, mirrors, fertilizers, glass, lubricants, shoe polish—I could go
on—anrtificial silk, tobacco, photographic materials. 'There is hardly
a Congressman or a Senator who does not have in his constituency
some business in which the industrial alcohol is essential,

Senator Crarx. Mr, Austern, under the law passed by Congress
at the last session, you can also use blackstrap molasses to make
whisky, can you notg, .

Mr. Avsterx. I would like to touch on that in a moment, sir.

Senator Crark, All right,

Mr, AvsterN. I have given you the statistics on that,

IS(lamit?or Crark, There is a difference between that and industrial
alcoho

Mr, AvusterN, I am not discussing beverage alcohol, Senator,

Senator Crarx. I am. That is the point.

Mr, AysterN, I am coming to that in a minute. About 40,000,000
gallons is used in antifreeze in our automobiles. I would like to fils
with the committee these few pamphlets prepared by the Treasury
Department, which illustrate the importance of industrial alcohol.

The Crarman, Without objection, they will be received,

Mr. AusterN, Now, this blackstrap molasses that I am talking
about, this inedible product, is separntely classified for tariff pur-
poses .as “molasses imported not to be commercially used for the
extraction of sugar or for human consumption.,” It is separately
classified, Now, gentlemen, from the very beginning of sugar control
this waste, inedible raw material for industrial use has been sepa-
ratoly treated. The proposed sugar-marketing agreement, the fore-
runner of the Jones-Costigan Act, excluded blackstrap molasses for
a cattle feed and for industrial purposes.

The distilled-spirits mm'ket,in% agreement, the forerunner of pres-
ent beverage legislation, specifically differentiated and oxcluded
molasses for industrial alcohol, -

In 1988 the Secretary of Agriculture conducted a hearing to deter-
mine whether blackstrap molasses competed with corn and should
have a compensating tax, and his conclusion was that it did not
economically compete, and he did not impose a compensating tax,

As already noted, the Jones-Costigan Act, the legislation of which
H. R. 76067 18 a successor, specifically exempted these wasto molasses
from both the quotn and the tax provisions, Now, curiously enough,
gentlemon, the bill now before you, as passed by the House also ex-
cludes these waste molasses from quota provisions, On page 18, at
the top of the page you will see that these waste molasses for indus-
trial alecohol and cattle feed are not counted in the quota, but at the
last minute the House passed this so-called Lucas amendmont. It
did not appear in any draft, and thore have been a great many drafts
of this sugar legislation, It was not considered in any of the heay-
gng{z, dmc‘ld the House committee report gives no renson why it was
neluded. ‘ C ‘ ' :

Reqrcsontutive Lucas, its sponsor, has said informally that “it
would place molasses on o parity with corn and aid Middle West
corn growers”, a statoment which is utterly without foundation,
Now, Iet us see why, briefly.
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The Lncas amendment places o tax of ahout 3.15 cents on every
gallon of molasses, I have given to the committee a sheet on which
all of these figures are stated quite clearly. .

Now, 214 gallons of molasses makes 1 gallon of alcohol, so that the
tax amounts to about 7.8 cents a gallon on industrial alcohol. The
Lucas amendment will not increase the use of corn by one bushel for
industrial alcohol, because this industrial alcohol can be made in
three ways. It can be made from this waste molasses; it can be
magplsynthetically from byproducts of petroleum gases; and calcium
carbide,

Senator Davis. Are not the carbide companies here in the neigh-
borhood, in West Virginia, carrying on an experiment on that now?

Mr, AusterN. As I will show in a moment, it is far beyond the
experitfiental stage, They are now making millions of gallons, You
have the figures in front of you, Senator, It also can be made from
corn or any other cercal grain, At the present time, the bulk of it
is made from these waste inedible molasses on the Atlantic seaboard.

The price of that molasses is 7 cents f. 0. b, Atlantic seabourd, duty
paid. T believe the price ranges from ¢ to 7, but for the purpose of
a perfectly unquestionable example, I will take 7 cents. Now, since
214 gallons of molasses make 1 gallon of alcohol, the raw-material
costs for a gallon of alcohol is thus 17.6 cents if you use molasses,
Under the Lucas amendment the tax would be about 8 cents a gallon
on alcohol, so that the raw-materinl costs of industrial aleohol would
be between 25 and 26 cents a gallon of industrial alcohol, Now
what would happen with corn, if corn were used? A bushel of
corn yields 214 gallons of industrinl alcohol, Today corn is sellin
at about $1.10 to $1.15. The future price is 70 cents, Decomber ang
September futures, about 70 cents. To this we must add the freight
from the Corn Belt to the Atlantic seaboard, so that the raw material
cost at today’s corn prices would be 52 cents for a gallon of industrial
alcohol, or at the future price would be 34.5 cents.

Senator Crark. In that case you would not have any competition
from alcohol made from corn, 8o you need not be concerned about
that, according to your own figures.

Mr, Avusrern, If that were true, sir, I would stop at this point,
but there is another part of the story which I think will answer
your question, )

Senator Davis. What does it cost to make alcohol from oil?

Mr. AusrerN, I will come te that in & moment, sir, if I may.
Now, Mr. Chairman, even with 80-cent corn, which certainly nobody
in this room wants to see, still not one bushel of corn would be
used for industrial alcohol.

The reason is that there is the certainty of synthetic procduction.
Even with molasses selling at between 6 and 7 cents, and even
lower in the past, it is perfectly possible competitively to make
industrial alcohol synthetically from caleium carbide, from these
waste gases from petroleum cracking plants, or natural gas, The
percentage of ethyl alcohol manufactured synthetically has increased
500 percent since 1988, I will give to the committee a table showing

“production of synthetically made ethyl and methyl alcohol, and you
will gee that it has gone up from 8,000,000 to 16,000,000 galions since
1930 tz\ethyl from 7,000,000 to 25,000,000, Methyl has increased 350
percent.

4
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Gentlemen, this is not our conclusion that synthetic produc-
tion will follow if the price on molasses is increased, and this tax
increuses it 50 percent. In 1932 the Treasury Departmnent stated, in
its pamphlets, Facts About Industrial Alcohol Uses, in reply to the
question, “How would the alcohol industry be affected if blackstrap
molasses, now used as a raw material, should be unobtainable at a
reasonable price?” And the Treasury Alcohol experts said in 1932:

Alcohol could be produced synthetically., Aleohol is now being produced
synthetically on an extenslve scale, Lxpert opinion holds that if the cost of
production is no greater than in the fermentation process now being used,
the quantity that ean be produced synthetically is only limited by the quantity
of coal and petroleum oils available,

The result will be that if this tax is imposed there will be no
corn used, because corn would have to go down to about 40 cents
in order to compete even with molasses with this tax added,
but if those people can produce and, by the way, increase the pro-
duction of synthetic nlco*xol with molasses at between 5 and 7 cents,
it is perfectly obvious what will happen will be an increase in
synthetic production,

The result will be that there will virtually be no market for this
waste inedible molasses which is a necessary byproduet in cane and
in beet production, This will raise problems of waste disposal in
evory sugar-producing area,

Senator Herring, How do you arrive at the factor of the cost of
the corn, that you gave?

Mr. AvsterN, You have to add the freight, sir, from the Corn
Belt to the aleohol plants,

. b;,um\tor Crarx, They might make some of it out in the Corn
3elt,

Senator Herring, Yes; they might, Many of them might,

Mr. Avusrern, They might, but they would have to discard the
alcohol plants now located on the Atlantic seaboord, on the Pacific
seaboard, and at New Orleans, If you want the statistics on where
those plants are located, I will be glad to furnish that information,

Senator Crark, They are only located there because of access to
the black-molasses market, is not that correct? The Atlantic sen-
board is not in the American sugar-producing section, and there is
no reason for them to be located there except with regard to access
to the Cuban market, is not that correct?

* The Cmamman, Have you got the figures there, eliminating the
question of freight rates?

Mr. Austern. I have them set up, sir, right on the sheet in front
of you. In answer to the Senator T would like to request that you
examine this sheet, in which I have set forth where these wasto
materinls come from, and you will discover that it does not all
como from Cuba; 68,000,000 gallons are produced right in the
United States. In addition to that, we got 18,750,000 gallons from
refinors’ blackstrap, this byproduct of our American refining proc-
ess, Wo got 56,300,000 gallons from Hawnii and Puerto Rico, and
our total imports of blackstrap are 209,000,000, and I think some-
thing over 100,000,000 to 140,000,000 comes from Cuba.

Senator Crarx, But that is tho only reason for the location of
these alcohol plants on the eastern seaboard, is it not, access to Cubat

Mr, AustErN, Obviously, Senator, that is the reason why they werd
located, and here you have an amendment designed to aid the corn
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farmer, the result of which will he the dislocation of the industrial
alcohol business, no increase in the use of corn, unless corn gets
down to about 30 cents, and even if corn got to 30 cents, they would
go into synthetic production, beeause synthetic production can com-
pete with 6-cent molasses, and is increasing,

Senator Kine. What percentage of the industrial aleohol is con-
sumed in what might be denominated the industrinl section of the
United States, which would be along the Atlantic const?

Mi. AusterN, T would say, Senator, that the bulk of it is, because
the chemical manufacturing industry is probubly centralized east of
the Mississippi.

Senator Vanpensrra, How much industrial aleohol is made from
corn right now?

Mr. AvusterN, T will give you those statistics, In the fiscal year
1936, the sources of ethyl alcohol manufactured from grain, which
includes all corn, was 7.04 percent manufactured from corn,

Senator Vanorexsere. If the price differentinl is so staggering,
how did they over sell it?

Mr., AusterN, The reason for that is that that alcohol that is
denominated “produced from corn” is produced in part as n by-
product operation in the manufacture of other chemieals from corn,
particularly butanal, and if you will examine these Treasury De-
partment statistics you will see that in setting up those grain figures
as the source of industrinl aleohol they mention the fact that ethyl
aleohol is n byproduet in these cases, You get aleohol not only
directly but you get it as a byproduct.

The Cuamman, Well, thank you vory much,

1\/}[11 Avsrenn, T might conclude with another paragraph, siv if I
could,

The Ciwamman. All right,

Mr. Austern, Aftor you examine this you will sce that yon will
decrease the purchaging power in all beet-sugar-producing arvons.
You will upset our trade with Puerto Rico, with Santo Domingo,
with Hawaii, and with Cuba, You will eurtail the income in Louis-
iane and Florida cane-producing areas, and in these very beet-pro-
ducing arens that this bill is designed to aid,

The net. result will be, in conclusion, there will ha no vevenue from
this proposal.  There will be the dislocation of n vital American,
industry, Thore will be inereased costs in the price of aleohol, both
direet and indiveet consumption—that is, industrial aleohol—and wo
will have the loss of a valuable market for these waste inedible
molasses,

Wae theroforn ask the deletion of lines 0 to 12 on page 26, and the
perfecting amoendments on page 80, so ns to make section 404 con-
form to 8, 2706 as introduced,

The Crramearan, Did the last veciprocal-trade agreement with Cuba
affect this at all? »

Mvr, Averern. T do not beliove, sirv, that the question is affoctod,

The Citatraran. All vight,

My, Avsrern, I cannot say dofinitely.

The Crramnaran, All right.

(Mr. Austern submitted a statoment on behalf of the Cellulosoe
Plastics Associntion, and statisticn]l data on basic price comparisons,
blackstrap molasses, which are as follows:)

"
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CeELLULOSE PrAsTICE MANUFACTURERS' ABBOCIATION,
Washington, D. C., August ¥, 1037.
Hon, PAT HARRISON,
Chairman, Finunce Oommittce,
United Statecs Senate, Washington, D. O,

Drar SeNaTon: On behalf of the Cellulose Plastics Manufacturers' Assocla-

tion, I am dirvected to record its opposition to the so-called Congressman Lucas
amendment to H. R, 7607, proposing an exclse tax on waste and inedible
molasses when used in the manufacture of industrial alcohol,

On the basis of the ealendar year 1036, production of nitrocellulose and cels
lulose-ncetate sheets, rods, and tubes, ag shown by the Bureau of the Census,
there were consumed in that year in the manufacture of such plasties about
2,300,000 gallons of alcohol, Under the nmendment of Congressman Lucas the
tax would amount to 7.72 cents per gallon of industrial alcohol,

It ig tho opinion of our Industry that this amendment would place this addi-
tional cost upon the industry without beuefiting the producer of corn, as in-
tended by the proponents of the amendment,

Iixcept from synthetic production, the manufucture of industrinl alcohol,
from anything but waste molasses, is commorcinlly impracticable. Blackstrap
molasses toduy costs from 6 to 7 cents por gallon, Therefore, the raw-material
cost of a gallon of Industrinl alcohol {8 between 15 and 1734 cents per gollon,
Under the Congressman Lucas amendment, the raw materinl cost would be
raiged to botween 22 and 20 cents per gallon, A bushel of corn ylelds alout
2% gallons of nleohol, IMiguring corn at $1 per bushel, the raw-material cost
of a gallon of aleohol would be 40 cents per gallon, far in excess of tha cost
of a gallon of alcohol made from molasses, even with the addition of the tax
proposed by the amendment of Congressman Lucns,

Respeetfully submitted.

Joun B, WaLker, Scoretary.

Basto price compartson

BLACKATRAP MOLAHSER

Present price of blackstrap molasses, £, o, b, Atlantic seaboard, duty

DPRIA, DOX BTN e st e e e e e o 2o o1 e = e m e e o
2% gallona of blackstrap molasses make 1 gallon of industrinl alcohol,

thus the raw material cost of 1 gallon of industrinl alcohol {8 vuvna 1.5
Propoged tax amounis 1o 7857 cents pev gallon of industrinl aleohol..... 7,887
Thus, raw-materinl cost per gallon of industrial alcohol under proposed

X WOUND DO e ot s e e — e 20, 80

BYNTHETIC RPRODUCTION

Iiven with blackstrap molaskes selling at 7 centy per gallon or less, synthotie
production of ethyi alcohol has inerensed from 8,798,281 gallons in 1030 to
10,657,768 gnllons in 1030,

CORN
1 bushol of corn makes 2% gallons of industrial aleohol, at present spot
PRICO OF COTTL, DUHIE« e e et vt e s e st om0 b et 70 s e e e 31,145
Plug frolghte e e o e b e o v e e o s g s 10
Total..we-.... O W 3 47 e e B e e e, 200
Rasvematerinl cost per gellon of induatrlal aleohol... 02

Docember future prieo of Cornly, DUKNO o s cmmsegcmmmrmmes 0 10

Plug £1olght mo v ccvcns s e v e e s e e v —— V10
TOAL v e s e e e e e 0 5 4 o B B RO
Raw-materfnl cost per gallon of Induatrinl aleohol. .. R, 344
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1. Sources of blackstrap molasses (including cane blackstrap, beet molasses,

gud refiners’ blackstrap), fiseal year 1036, produced in continental United
tates :

Gallons
Cane blackstrap and bHeet MOIASSES e e e 68, 700, 000
Refers’ DICKRSE A 2 o e s et e s e e 18, 750, 000
Shipped from Puerto Rico and Hawal- v ccvc e 6, 300, 000
JImported (including cane bDlackstrap and beet molasses ‘“not for
human consumption or the extraction of sugnr) e cmcccmacan 209, 206, 000
Total.cmanen e 4 e 0 e 8 3 e P £ 1 3062, 050, 000

1 Maridn, Toulslana, and beot-supar-prodneing States,

a
¢ Caleulated from rofiners’ meltings in Willott & Gray. Other figures compiled from
Departmont of Commerca yeports,

2. Uwres of blackstrnp molasses (including cane blackstrap, beet molasses, and
refiners’ blackstrap), tlgeal year 1036

Gallong
INAUSELIAL R1CONOL A e e e e e 178, 100, 000
CRELIO FOOM e e e e e e e e e om0 04 o m et e e e 100, 000, 00
Yonst and vINegAra e e e e e 1 1 0 b et e e 140, 000, 000
BUN0] o e e e v e e o e 325, 000, 000
Rum and other boverage Splrdts8 o oo e B, 700, 000

f Batimato from avallable information, Other figures from Treasury Department reports,

Comparative production of industrial alcohol production from molasscs and
synthethic production

Combined
Aol | goninatio | ynthotie | aynthotia
othyl mothyl | othyl and
mothy

Calendar year rom
molnssos ¢

.o 75,073,744 | 9,708,281 | 7,880,897 11.3?7,608
.1 67,000,818 | 7,300,418 | 7,007,332 | 14,370, 760
.| 55,401,768 | 7,200, 7,09, 083 1 14,834,240

+ 133, 8,722,580 | 8,703,182 | 14. 816,738

, 820, 301 ;.035. 120 | 12,634,424 | 10, 509, 683

..| 81,802,816 | 13,730,475 | 18,040,020 | 31,783,404
77,611,024 | 16,087,768 [0 28,500,000 | 42,167,768

! Amounts expressed in wino gnllons based on offiolal Government proaf gatlons figures,
7 Xatimato on the basis of igures for figures for first 9 months,

The Cuamman. Mr, Wadsworth,

STATEMENT OF DANIEL V. WADSWORTH, VICE PRESIDENT,
REFINED SIRUPS, INO.

The Crzamman, All right, Mr. Wadsworth,

Mr, Wansworrn, Mr, Chairman, what I have to sny involves
sugar in a very insignificant way, It deals with the liquid sugar
quota, which was frozen in the presont bill. We ask for an amend-
ment which involves only about 9,000 tons of sugar, but it is to tako
care of n production and manufacture of an entirely new type of
sngar products,
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As an amendment, we ask that, on page 15, you strike out every-
thing down to line 8 and insert:

Skc. 208. Quotas for liquid sugar for foreign countries for the calendar year
1037 are hercby established as follows:

Country (in terms of wine gallons of 72 percent total sugar content) Gallons

Quba - -— 9, 500, 000
Domintean Republe e ce e - 2, 000, 000
Other forelgn COMNtIIRR et e e e e e e

For the calendar year 1038 and for each succeeding year the quotns for
lquid sngar for cach Cuba and the Dominiean Republic shall be increased
- por centum over the quota for the ealendar year next preceding.

The Cuamaman, That is a total increase of how much?

My, Wansworri, Of 2,600,000, approximately.

The Ciramrazan, In total

Mr, Wabnsworrir, Total increase of, 2,500,000 gallons.

Senator Kixa, How many pounds of sugar would there be in a
gallon of the liquid?

Mr, Wansworri, About 8 pounds of sugar, It involves an in-
crease of about 9,000 to 10,000 tons of sugar as compared with the
total consumption in the United States of about 6,000,000 tons,

"l‘lu% Cramman, How many concerns are there tliat send in this
sirup

M]r. Wabsworrir, Manufacturing in the United States, T wonld
sny there are four or five, all located in New York City. Some of

the sugar refiners, I am not quite certain whether they are produc-

ing sivup or not, but I know two of them are—I know of four.

The Cuamrman, Have they resorted in any way to extracting
sugar from this sivup made from sugar in order to ovade the regu-
Intions in the law?

Mr, Wabsworrit, I do not beliove so, Some 2 or 8 years ago
gomo question came up about that, and there was some high-test mo-
Insses brought in from which sugar was extracted—to what extent I
do not know. T think theve was o considerable quantity at that time,
but that was discontinued under the quota system, and I do not think
there has beon any complaint in that respect whatsoover,

The Cuamyan, How much of this sirup was imported in 1936¢
) Mr.t“;wswon’ru. In 10306, I think it was about 14,000,000 gallons
imported,

The Cramman, Why were the figures in this law taken as such?
Was that the average for 10386¢

Mr. Wanswonrrir, The Seerotary of Agriculture allocated the quan-
tities on the basis of the averngo of 1934-35 importations, There was
an influx of sirup during 103G, ,

The Cuamaan, What is liquid sugar? What is it used for?

Mr, Wanswornir, It is used prineipally for uses that ave new, It
is usod in an ontirely different way from dry sugar. The manu-
facturer takes it into his plant from tank trucks and tank cars, It
is supplied to him in differing and varying densitics, various differont
percentages of invert, depending on the texture or quality of the
products that the manufacturer is making,

The Cuamman, Is there any compotition botweon that and sugart

Mr, Wanswonry, Yos, the snine extent you would say that the aiv.
plane is in competition with the railronds,

S(iu'mtor Vanpennera, This displaces that amount of sugar when
use
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"+ Mr. Wansworrx, Yes, I will say to the same extent an airplane

would take the place of a railroad, and I think I can clarify some-

-thing,

Senator Kine. Does it not increase the consumption of sugnr?

Mr, Wansworra. Yes; it does.

Senacor King. Because you manufacture products which perhaps
if you did not get this liquid might not be manufactured. I am
just wondering.

Mr. Wapsworrs, Yes. I can give you an example of how it does
increase the use of sugar. It does not necessarily replace sugar that
has already been in the industry, and I will try to deal with that a
little later in connection with brewing,

The methods we use in manufacturing arve new, and as yet it takes
quite a long while to build up production, when you are building it
with a new product. Anyonescould go out and build a granulated
sugar refinery, and if they will sell the sugar cheaply enough they
can sell the whole production over night, but in connection with the
sirup it takes quite a long time to develop a market for it, to
educate the buyers how to use the new type of products.

Senator King, What is the product generally that results from
the use of this liguid? '

Mr. Wapswortir. One of the largest items that we have in our sales
is the brewing sivup, which was never used in this country to any
extent at all, although in England there are about 90,000 tons of
brewing sugar used in the manufacture of beer and ale in EKngland.

Senator Kina, They sweeten their ale and their beer, do they?

Mr, Wansworrr, It is the use of the sugar, to just sweeten it, but
we went to Iingland at great expense and made arrangements with
the manufacturers thore for their process of manufacturing, and
we have met with considerable success in connection with the
brewing of ale, principally in the East. There is very little nlo con-
sumed out West, and our business involves the eastern markot,

Tllm C;mmnnm. What percentage of it goes into the brewing

roducts
P Mr, Wansworrir, 1 think this year about 10 or 12 percent will go
into the beor products, and the balance of the use of liquid sugar is
a question of cleanliness that has n great deal to do with » high type
of food products concern, and the percentage of invert. We give the
manufacturer any percontnge of invert thut he wishes Lo have, any-
where from B Forcont up to 100 percent, and it depends to a groat
extent on what type of products he is manufactuving, or what he
wants to accomplish in the way of the texture of his finished produet,

I would like to sny here that if the alcohol industry is excluded
from the tax we would urge you to exelude any brewing sugar, any
liquid sugar or molasses, used in brewing, beenuse beov is alveady
taxed at the rate of $5 por bavrel, which is about 80 cents per pound,
aleohol content in the beer, .

If wo are forced to pay the tax on our brewing sirup it is goin
to put the prico much higher than corn, and it alveady runs from ‘2,%
to 88 percont higher than corn, and naturally the brewer only uses it
whore ho finds o need forit. It is not in competition with corn sugar
at all, beeauso it meets o special need of the brewing industry, but
if the tax ig applied to liquid augim' going in the brewing, then it
is going to bring the prico still higher, and we would ask for that

L}
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elimination of the tax on brewing sirup, unless you eliminate it on
alcohol, because the alcohol content of beer is already taxed, higher
thafn tllle taxes for industrial alcohol or for medicinal purposes, and
g0 forth,

The Crairman, Is that all, Mr. Wadsworth ¢,

Mr. Wansworra, That is ail, yes. ‘

The Cuairman, Thank you very much, S

STATEMENT OF J. A, DICKEY, ON BEHALF OF THE SUGAR PRO-
DUCERS AND FARMERS' ASSCOXATION OF PUERTO RICO

The Cramaan., Mr, Dickey, you have 15 minutes,

My, Dicxuy, Mr. Chairman, we are going to propose three amend-
monts Lo this bill as it now is written, Fouse bill H. R, 7667 Yroposes
to reduce Pucrto Rico’s raw sugar quota 34,000 tons below that. pro-
vided in the Jones-Costigan Act, A roduction of 34,000 tong creates
a sorious situution for Puerto Rico.

Lspecinlly is this true in view of the fact that when the emergency.
sugar legislation was sot \l{) in 1034, Puerto Rico nccepted a quota
upjl)roxiumtol y 250,000 tons below the lovel of production at that time,

This was due mostly to hurricane damange to the cane crop during
one of the years used as a basis for the island’s quota. In order to
come within its quota, the island actuatly reduced its production by
approximately 370,000 tons duving 1085 by leaving part of the cane
erop unharvested or diverting it to other uses. Production for the
two years, 1935 and 1936, combined, was reduced by around 600,000
tong, and more than 100,000 tons were still held in. producers’ ware-
houses at the beginning of 1037, ,

Puorto Rico lived up to the letter and spirit of the Jones-Costigan
Act, even though this reduction of approximately 600,000 tons of
sugar rosulted in a tremendous incerease in tha already burdensome
unemployed population. A further reduction of 84,000 tons would
moan the loss of work for approximately anothor 5,000 persons,

But this is not all. Puerto Rico, on January 1, 1938, will etill
have a surplus of 200,000 tons of sugar, The island normally car-

ries no surplus of sugar, Under the proposed logislation the island

would have little or no opportunity to dispose of this surplug except
through the procedure of reducing production, If the island under-
took to eliminate its surplug of sugar in the next 2 years, it would
have to reduce production each year to an amount.approximatel
200,000 tons below its production this year, and produetion in 198%
was more than 100,000 tons below normal, ‘ '
Sonator King, I suppose you cannot find the market abroad$

M, Drogny, Impossible, Sountor, -

Senator Kina, Cuba and other sugar-producing countries could
undersell yout

My, Diogry, Equally as much as they could your Stato of Utah,
Senator,

Senator Crark, What percontage of reduction would that het

Mr, Diokey. Of the islands, sbout 10 or 15 porcent. No, about 25

porcent, 200,000 ag to 800,000, about 2 percent reduction,
Such'a_reduotion in production would be a severe handicap to the
island, It would result in an incerense in our unemployed population

of approximately 20,000 persons directly engaged in sugar produe-
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tion, and another 5,000 engaged in loading, transporting, and ship-
ping sugar, This will add greatly to the already burdensome unem-
ployed problem of the islancgl in addition to reducing the income for
schools, health facilities, and other governmental functions, Sugar
pays directly or indirectly about three-fourths of the island’s reve-
nue. It {)rovides the backbone of the economic structure of the
island and directly or indirectly is the basis for nearly all industrial
activity,

In cﬁn‘iving the quotas included in this bill, Puerto Rico’s quota
was first reduced along with that for the beet States and that for
Hawaii in order to provide larger quotas for other domestic arens—
Louisiana and Florida,

A second reduction was made in Puerto Rico’s quota, along with
those of all other areas, including foreign countries, in order to fur-
ther increase the quota of certain domestic areas, Now, we want to
seo these domestic areas, who have thus benefitted, get larger quotas,
but we feel that Puerto Rico needs o larger quota as badly as any
other domestic area, We also feel that Puerto Rico deserves a larger
quota, on the basis of past record of production, and on the basis of
her record as a part of the domestic market, than the island now has.

While we feel that Puerto Rico deserves velief from a reduced
quota, we do not feel that Pnerto Rico should be singled out in this
resyect. There are two ways in which this relief can be nccomplished
under the pending bill without affecting either the basic principles
of the bill or violating the terms of the International Sugar
Agreemont,

Tho pending bill, in section 204, provides that the unfilled part
of the quotn for any domestic area or Cuba shall he prorated among
the other such arens. Deficits very often occur in domestic areas, but
never in Quba, Such deflcits may be due to lack of irrigation water
in the beet States, early frost in the cane States, hurricane damage
m Puerto Rico, or a number of causes, Since Cuba has a much
larger allotment than any domestic area, she would, therefore, re-
ceive & much larger share of any deficit than any domestic arvea,

Under this bill as written, Cuba receives nearly 40 percent of
any deficit from the cane States, which, in fact, is taken from other
domestic arens under this bill, while no domestic aren ever shares
in any deficit from Cuba becanse Cuba has no defieit,

Puerto Rico proposes an amendment to permit domestic arens
only to share in the defloit of other domestic areas, This would
go far toward removing the acuteners of suger quota restrictions
on Puerto Rico as well as other domestic arens, .

This proposal in no way conflicts with commitments undor either
the International Sugar Agreement or the reciprocal trade agroe-
ment with Cuba. Moreover, it will effectuato the declaved policy of
the }n‘opoaed act rather than oppose it.

‘This amendment. wonld not provide domestic areas a larger share
of total conmup}ﬂ ion.  Neither would it {)mvide any of these arons
a pormanently” larger quotn, but it would provide them n hasis for
disposing of presont or futuve surpluses. There has beon a defieit
in the continental beet aren every year so far under the Jones-
Costigan Act, For exum{)lo, thero was o 207,821-ton defleit from the
continontal beet aren in 1086, Under the present provision of this
bill, Cuba would receive 97,446 tons of such a defleit, Puerto Rico
40,@8,0 tong, the cane sugar States 21,420 tons, and Hawadl 47,820
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tons. Under the proposed amendment, Cuba would receive no share
of such a deficit, Puerto Rico would receive 76,696 tons, the cang
sugar States 40,330 tons, and Hawaii 90,040 tons. A deficit is al-
ready in prospect for the beet area for 1937, and on the basis of
present Government estimates of production, .another deficit is in
the offing for 1938,

The modifications in the working of the bill necessary to effectuate
this change are as follows:

1, Strike out the words “or Cuba” in line 13, page 8.

2. Strike out the words “and Cuba” in line 15, page 8.

8. Strike out lines 19 and 20, page 8, and substitute the following:
tary detormines cannot be suppiied by domestie areas, shall be alloted to Cuba,
Any portion of the allotment to Cuba which cannot be supplied by Cuba shall be
prorated to other foreign countries,

This simply provides that the domestic areas shall be allowed to
fill their own deficits when possible, and when not possible then Cuba
can fill the deficits of the domestic areas,

Now, what we are proposing is that the domestic areas share first
any deficit in the domestic arcas, and then if they cannot supply it,
Senator, let it be turned over to Cuba or to somebody else, but in case
any domestic aren has a deficit, the other domestic areas should be
allowed to share ahead of Cuba.” That will give us some hope at least
of getting rid of our surplus,

This proposal simply ]provides that the domestic areas be allowed
to fill their own deficit. when possible, und when not possible that it be
surned over to Cuba,

The Cramman, What would you do with Hawaii when that
happened ¢

. Droxey, Hawaii would get a part of it, as would Louisiana
and as would all the States, and Florida. ATl the domestic arens
wonld share in that deficit,

Sonator Crark, On the basis of the quotn

Mr, Drckey. On the basis of the quota, correct, .

Now the second R_roposnl: Wo further propose a second amendment
which does not affect basic quotas as provided in the bill as now
written. The bill (H. R, 7607) {»rovides a quota of the Commonwealth
of the Philippine Islands about 54,000 tons in excess of the quantity
admitted duty free under the 'l‘vclinga-McDuﬂlo Act. Moreover, it

rovides that any defleit in the Philippine quota shall be renllotted to
oreign countries other than Cuba. Weo feel that this 54,000 tons of

sugar should be allotted to Puerto Rico, the beet States, and Hawaii

in the proportion of their respective basic quotas to compensate in
part for the reductions originally made in the quotas for these areas
n order to provide lavger quotas for other domestic aveas, Quotas for
other arens would not be shanged by this proposal,

The modifications in the bill in its present form necessarvy to pro-
vide this chango, ave as follows:

1. Chango the figure in line 24, ?age 6, from 116.59 to 56.41,

2. Change the firat table on page 7 to the following:

Area Poroentum
Domestic heot BUEATmwnnuamammn " 41, 80
Mainland cand SUEAYanwan et e B B 0 P 8 0 3 e 11,14
JHONWI ] e om0 st 00 0 e 0 11 v B we 90,80

Puerto  Rlco.. S - - - B menews @102
Virgin JRIONAH. o e e o e ———_ o - 2
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8. Change the figure in line 4, page 7, from 44.41 to 43.59.
4. Change the second table on page 7 to the following:

Area: Peroentum
Commonwealth of Philippine Islands. —— e 38,47
Cuba e o o e e e e e 65, 62
Forelgn countries other than CubA e e R

The other domestic areas were cut to make up the increase in the
quota for Florida and Louisiana. Now what we ave proposing here
is simply to givo those domestic arens that made that sacrifice, the
excess Philippine quota, and the changes to effect. that aro vory
simple, as stated heve, .

e propose one further change in a provision of the act which
especinlly penalizes Puerto Rico. Section 401 (b) of H. R. 7667,
provides that sugar in liquid form (regardless of its nonsugar solid
content) which ig to be used in the distillation of alcohol, shall be
considered manufactured sugar. A tax of about 3.18 cents per

allon is, thorefore, placed upon blackstrap molasses used for distil-
ation purposes. "The present price for such molasses is nbout 5§ cents
per ]gnllon.

Blackstrap molasses is used primarily for making industrial
(ethyl) alcohol. The renson for this tax is to encourage the use of
grain instead of molasses in making of such aleohol. At present
only about 8 percent of tho ingredients used in making industrial
alecohol comes from grain, mostly corn, On the basis of § cents
molasses, corn would have to sell for around 31 conts per bushel in
ovder to compete on n price basis with molasses. The present price
of corn is about: 65 cents por bushel,

While this tax would not result in incrensing the advantage of
corn (and other graing) competing with molnsses to any great
extent, it would result in a tremendous increasc in the production of
synthetic aleohols from petroleum byproducts, Thervefore, the im-
mediate effect probably would be to increase the prico of alcohol
to consumers, followed later by a large part of the th heing passed
back to producers as the production of synthetic aleohol incroased.
Since Puerto Rico ships u{mut 85 million gallons of molasses to the
mainland annually, it would result in a loss to Puorto Rican sugar
growers of $1,000,000 a yonr, :

Not only will the tax reduce Puerto Rico’s incomo for molussos,
but it will nlso reduce the income of othor arons from this source.
Tf the price of molasses is reduced by the amount of the tax, it
would result in a loss to all domestic sugar producers of around
$4,000,000 annually,

Moreovor, an analysis of the compotitive situation betweon molasses
and groins indieates that this provision would defeat its own ‘mr-
pose, Studies of the United States Dapartment of Agriculture show
that six gallons of blackstrap molngses are aqual in feod value and
reiplnce approximately one bushel of corn, It i fod mostly to cattle
with protein supplements, such as legume hay, and in this mannar
replaces graing and the like as o sourco of cm"hnhydrm.us. -

Sonator Cranx. You do not undoerstand that this so-called “Lucas
Amendment” applics to molasses for cattlo, do you ? ‘

Mr. Dioxgy, That is right, it does not, but in oppressing the price
of molasses used for diatillation, it would compete with or tend to
depress the price of that used for fattening cattle and other purposes,

"
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This ration is used for feeding and finishing cattle and a similar
rati(lm using low grade roughage is widely used for wintering stock
cattle,

The use of molasses for livestock feed increases in importance as
the disparity between prices for blackstrap and grains becomes fav-
orable to the use of molasses. The United States Department of
Agriculture Farmers’ Bulletin No, 1549, Feeding Cattle for Beef (p.
10), states, “Molasses * * * ig used considerably in fattenin
areas, Many Corn Belt cattle feeders use it when it can be supplie
at about the same price ag corn, pound for pound.”

If this provision would result in substantial assistance to the grain
farmer it would be a difforent matter. A tax of 8,15 cents o gallon
upon blackstrap molasses used in distillation will tend to restrict the
uso of corn, Any molasses replaced in distillation would be thrown
in competition with grainsg and the like for feed. To the extent that
molasses is veplaced by synthetic materials in the manufactuve of
industrial alcohol, the growers of feed grains would be placed at a
disadvantage in the exchange,

The tax on molasses will not be of any benefit to grain farmers,
It is a tax upon the producers of sugar—an agricultural product—
which will be of assistance only to petroleum producers and pro-
ducers of other non-ngricultural products used in the production
of synthetic alcohols, This is & provision in o bill drawn to assist
agrienlture which penalizes ngriculture by placing n tax that will
be of assistance to neither grain or sugar growers, but only to
non-agricultural industries,

We, therefore, petition this committee to amend . R. 7667, in the
intorest of grain faymors as well as sugar producers, by striking
out lines 0 to 12, inclusive, of Section 401, on page 26,

Senator Crark, That stuff comes in at this thme duty free, docs it?

Mr. Dickey, No, sir; none oxcept that from the l’imippinu
Islands,

Senator Herrina, Do you have any records as to the distillation of
industrial alcohol in the Middle West$ :

Mr, Dicsey. No I do not, Senator, The bulk of the manufactur-
ingi of industrial alcohol is on the castern seaboard,

enator HurniNa, It sa happens I have purchased a good many
trainloads from Peoria, Tllinois, that were forced to go to New Or-
leans beeause of the blackstrap sitpation.

Mr, Dickey. That is true, S

Wages and Working Conditions, 'Wages for agricultural labor in
Puerto Rico compare favorably with those for agricultural labor on
the mainland, especially whon the fact that Puerto Rico’s agrienltural
laborors are strictly on an 8-hour basis is taken into consideration,

Officinl statistics of the insular government and tho United States
Department of Agriculturo show that wage rates for labor on sugnr
cano plantations in Puerto Rico are higher than those for agricul-
tural lnbor in most, of the Southern States. A study in the National
Research Projoct, W. P\ A.,, shows that the average working day for
agricultural Iabor in the States is approximately 50 porcent groater
than that permitted by law in Puerto Rico. '

If labor on sugar cene plantations of the island worked as many
hours por day as doos labor upon the sugar beet and sagareane farms
in continental Unitod States and were paid at presont hourly rates,
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the rates of pay would compare favorably with those for agricul-

tural labor in any part of continental United States.

Farm wege rates in Puerto Rico and specified States, Apr, 1, 1937

RS

Wage rate per day !

With boara| Without

Puorto Rico sugarcane farms: Cenls Cenls

Dasis of 12-hour ABY denernrcrenrurerersunsanornsvsovnnnssennanna 0 2
B0ais of BhHOUT UAY . nnennceccersonnaemsesmmcnscsusncnnsnannnen 3) 108

Bugareano States:

LOMSIMNG. v vuverrmnnnuumenusnsasrrineensussnnssasenennronnsonsnonnsnnnns 5 100
80 120
128 170
140 200
100 240
186 235
188 228
100 280
108 20
60 80
QOOrRIA.vnennennnn eeamaesEananeanennEma cernsesvennne reeamsransnasene 05 90
TONNOSIO0. < teurrrsnocerconmunne 80 100
Alabamn. . 70 90
Mississippl 70 05
TRANSAS . covnrvnnnmnasan . 6 100
U\ B AVOTABOcesvnramnansenssusnenarmanansnen 110 158

1 Data for Puerto Rico i3 based upon aursor of 28 sugarcano plantations covorlnF 0,123 laborera made by
thl}’lnsula Department of Labor in 1030 and the woge agroomont hotween the Assoc ntlon of Bugar Producors
g! uerto Rico and tho Free l-o(‘omtlon of Wark m‘mon of Puorto Rico on Jan, 8, 1037, Data for the

tatos from Hurean of Agrioultural Kconomies, Farm Wage Rates and Related Data, Apr. 1, 1957, Data for
Btu@s roprosonts wagos pald in nll agrioultural ontorprises.

? Computed for comparative purposes, Law. l‘mlts tho worling day in Puerto Rico to 8 hours excopt In
emergoncles, in whioh oase the law roquliros that the laborer roceive double the usual rate for all time in excoss
%ra otre, In the States the mg}\ v{ork ay I8 approximately 12 hours, Of, Length and Chenges in the Farm

Work Day, John A, Hopkins, Natlonal Researon Projeet, W, I'. A,

4 Lahor lanot glven board on the sugareans plantatlons in Puerto Rioo, but is given porquisites whioh

amonnt to nearly a3 much aa board,

Expenditures for wages in producing sugar in Puerto Rico are
a8 high as those in most other sugar-producing areas supplying
the continental United States markots, On the basis of total cost
per acre, Puorto Rico is second only to Hawaii; on the basis of cost
per ton of raw product, second only to the continental beet aren;
and on the bagis of the cost por 100 pounds of sugar, it ranks third,
being exceeded by the continental beet area and Louisiana.

L]
Comparative labor coats involved in farm produotion of sugar beots and company-
grown sugarcane, average 1920-30 to 1934-38*

Cost pet | Coat por
Area 0‘:‘“0‘,},"’" tonTaw | 100 Pounds
product sugar

Dollars Dollars Dollars
58,18 4.10

?g‘l:’sln‘l:‘l}‘ll\l DOOt.ssennnsvmrssnaannrrarrnsnsasennsurassensasansnnsene 3t 20 J Lu}
OIS cos sussnsanssesnsnasensnanenestsnnasnanesasuss s e annans a8 2.0 i)
1WAl cerenenrrasnninn 110,27 '2&04 1,840
OUDNucarnrranursunanesnaccussnnnunnnunesassnunsvanssnsnevascsnnennn 23.40 1.840 881

1 Contn ftema Included are: “preparation and planting”, “oultlvation"”, “Ireigation ang
_(h‘;llml 0", ‘“hary st}w-;“. and in ‘t“’ cagn of u\mn}? beetn.s“ hinning, hoelng, i topping.”
{l‘i ro8 " ieludo “haulin (ct\uo; to main e,
. dFjgures adjusted to conform to “raw vialue® of cano aveas,

aognpuod from U. &, Tarift Commission's Report to tho Proajdent on sugar, 1084, Report
No. &, socond sorlos,
"
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In speaking of labor’s achievements, Hon. Santiago Iglesias, Resi-
dent Commissioner from Puerto Rico, said (Congressional Record,
June 14, 1937, p. 7437):

Puerto Rico is particularly proud of what has been accomplished in recent
years on behalf of labor. Indeed, the island has get the pace for many of
the States in this respect. It has, for example, a workmen's compensation law
which is generally regarded as a model for any State, applying both to in-
dustrial and to agricultural labor. In addition, it has and strictly observes a
child-labor law and an 8-hour day, which also is unique in that it apples to
both the factory and farm laborers, Strikes are infrequent and are settled
peacefully and promptly, often thvough arbitration condueted by the insular
government, Wages still are relatively low, but they have been increasing
in the last few years to the point where fotal pay rolls on the islund now are
the highest in history, In the Inrger industrles wages arve established under
collective bargaintig, with capital and Iabor working in harmony,

The laboring classes ave woll vepresented in tho iusulnr government. The
island's treasurer and the commlssioner of labor bhoth nre members of the
Labor Party, Of the 10 senators in the insular leglslature, 7 are mewmbors
of that party; of the 39 representatives in the lower honse, 15 represent labor.

It may be pointed out that it is requived by law in Puerto Rico
to pay workmen in full in cagh, Thig law permits no deduction in
wages for accounts due, and docs not permit the em{)lqur to keep
the workimen in debt by advancing provisions at high prices or by
manipulating accounts, .

In addition to other benefits, the labor in the fields, as well as that
for the railroads and factories, are all covered by workmen’s insur-
ance. This insurance is required by law of all employers who hive
4 or more workmen. It provides medical services, compensation
for temporary disability, compensation for permanent disability, and
care of dopondents in cago of death, Workmen's insurance is required
by lnw for agricultural labor in only two_States, Now Jorsey and
Ohjo. Benefits paid sugarcane labor in Puerto Rico, under pros
visions of the workmen’s compensation insurance law on the island
between 1928 and 1084 totalled $2,226,051.28, )

"The wages and hour bill rocentiy passed by the Congress applies
to Puerto Rico as well as to other domestic arens, In addition, under
the labor provisions of this bill, the Secretary of Agriculture pre-
seribes wage rates, working conditions and the like for the suger
industry of Puerto Rico, the same as for other arens,

The conditions under which agricultural labor on the sugarcane
plantations of Puerto Rico work are as favorable as those in any other
sugar produscing aren in the world. In addition to the protective
rovisions of the laws of the island, most of the mills furnish their
aborers with free housing, free lights and water, free medical services
and hospitalization, and rent-free land upon which to grow food crops
for their own use, :

The Cuammman, Mr, Arthur L, Quinn,

STATEMENT OF ARTHUR L. QUINN OF THE FIRM OF BUCKLEY &
BUCKLEY ON BEHALF OF THE REFINING SUGAR INDUSTRY OF
PUERTO RICO ‘

Iam goinﬁ to confine my remarks to section 207 (a) and (b) of
the bill as it passed the Houss of Representatives on' August 6,
1087, These sections relate to the restriotions placed on shipmenta
of dircct consumption sugar from Puerto Rico and Hawall to the
mainland but the ronl question which they raise is whether one part
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of the United States—whether American citizens on American soil
just because they are not oun the mainland can be the subject of
discriminatory legislation.

At the outset please let me state that at the present time Puerto
Rico has a raw sugar quota of approximately 831,000 tons and is
allowed to ship to the mainland 126,033 tons of that quota in the
form of direct consumption sugar. This amounts to about 15 per-
cent of the basic quota as being permitted to enter the mainland in
refined form,

I am going to assume that the committec members are quite fa-
miliar with the quota operations of this bill and I shall confine
myself to the true effect of sections 207 (o) and (b).

irecting our attention to the major domestic producing aveas for
the purpose of the illustration I shnh make, I would like to have you
think of the domestic beet, Florida, Lousiana, Puerto Rico, and
Hawaii as five large sugar-producing farms. Under this bill these
five farms ave given quotas. The beet farm Broduces n quota of
sugar beets which is processed and vefined into beet sugar. ‘The bill
in no wise interferes with the operations of any of the beot proces-
sors and refiners in preparing their quota for the continental market.
Now as to the four cane farms they are also allowed to produce sugar-
cane on the basis of respective quotas allotted them in the bill,

" Now of these five farms do they all have the same rights? The
answer is no. Three of them, namely, the beets, IFlorida and Toui-
siana, can raise, process, and prepare all their sugar for the consmnp-
tion market in the United States, However, Puerto Rico and Huwaii
are told that they cannot do what the other three can, Sections 207
(aﬁ and (b) suy to Puerto Rico and Hawaii you can only preparve or
rofine a small percentage of the sugar you raise for shipment to the
continental market, The restrictions placed by this bill on the grow-
ing of sugar on these five farms are uniform but as to tho indus-
trialization of the sugar produced, they are not uniform,

Theso sections forco Puerts Rier and Hawaii to pass their sugar
to tho American consumer thicugh a middle man, namely, the con-
tinental cane rvefiner. Tt snys to Puerto Rico and Hawali, you ean
under no circuinstances raise, process, and ship refined sngar in in-
torstate commerce beyond a certnin small amount, And what is
more important it puts a blot upon the citizenship of the American
citizen on the American soil of Puerto Rico and Fawaii, o becnme
o citizen at the invitation of Congress and now Congress under pros-
suro of cane refiners many times held guilty of monopolistic prac-
tices—nnder such pressure Congress is snying to this American citi-
zen—Yes, you are ann American citizen,  You are on soil over which
the flag flios but I am going to treat you n little differently. Some
of our citizong on tho continont feol that yowr wings should be
elipped for their benefit and I am going to do just that. ‘

*‘ollowingx this thought further, let me say there'is 1o seetion in
‘the"liw wlilch suys to the cane refinery in Now Jersey or Louisiann
you can only vefine and ship in interstate trafilc what you refined and
shipped in 1988-—indeod there is no limitation upon him whatsoover,
‘but by ‘nection 207 (a) and (b) you say to the refiner in Puorto
Rico and Hawail you can only refine (mcf ship on the basis of your
1083 performance, Now in the consideration of this section of the
Anw.on.the House side there was o tendency in the.argument on tho

4
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part of some to confuse one, anxious to make an earnest effort to
understand the workings of this section and I want to clearly point
out that insofar as raw producers are restricted under the act the
same method of allocation is used for all raw producers, but this is
not, true when the act attempts through section 207 (a) and (b) to
divide up the cane refining industry and force Puerto Rico and
Hawaii 10 give up their rights to pre})are for the United States
market the raw product of their own soi L

You cannot escepe from the basic fact that gross diserimination
in Puerto Rico’s right to industrialize and ship & product of its own
goil is the inevitable result of the operation of this section of the
law.

Now to strike sections 207 (a) and (b) from the law will not alter
the sugar quotn system set up in this bill one iota. Why, because
the operation of section 207 relates to purely an industrial question.

Ln}mr, however, is not a material factor because the sugar refining
industry is perhapg the most highly mechanized industry in the
country—just a melt on a huge volume basis. The labor factor in
refiring is less than 4 percent of the sales price of the commodity
yet on the basis of this small labor factor you are asked under this
hill to subscribe to a policy which forces Puerto Rico and Hawaii to
be sacrificed to the cconomic benefit of another group of American
citizens which is bettor able to express its views through members
of the Senate, whereas Puerto Rico and Hawaii have no one here
in the Senate—they must rely upon the fairness and integrity of
the Senate to protect them as citizens,

I would like to further point out that the sugar bill gives the
Secretary of Agriculture power to rogulate labor conditions and this
power applies to all domestic arens and in addition Congress ig
considering wage and hour legislation at the present time which will
apply to Puerto Rico and Hawaii, as well as other parvts of the

nited States, The sugar bill is legislation for the future, not the
post.  Congress is speaking for the noxt 2% yemrs s regards this
industry, if it enacts this law,

Legislating to this effect, namely discriminatory, unfortunately
sots o precedent for the future treatment of these areas of the United
States, Indeed it is an invitation to retanliation amonéx all aveny of
the United States, If yon can enact this section 207 into law,
(longress can presumably legislate and say to the State of Maine
you can raise potatoes but g'{?u cannot process those potatoos and
ship potato chips in intorstate commerce. It can snfl to the North.-
western States producing lumber you can cut your lwmber but you
can’t ship pencils or any lumber products in interstate commeree,
It cnn sny to the, eight oil producing States as it is doing today that
it (zuot.n, aystom shall be applied to those States but, for instance
a8 to the Stato of Toexas it can spocifically provide that it be oxcluded
from refining and shipping its oil in intorstate commorco, In othor
words, Congress oan sny to most any industry in any State we shall
not permit you to process and ship in iuterstate commerce or shall
limit your right in that respeet. 1t can say to the Statos of Louisi-
ann, Toxns, and Californin, you ean produce rico (and bear in mind
gontlemen, that the produets cited above, with one exception, are not
vestricted) : but, of the xice that you ‘n'oduco; Louisiana, Texas,
-and Californiaj all of which ia practically purchased and eonsumed
by Puerto Rico and Hawadi; you can only process 15 percent of it
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and the balance of 85 percent should be shipped and processed in
Puerto Rico and Hawaii, -

Sections 207 (a) and Sb) if they are removed will not disturb any
raw quota fixed under the lnw. To give approval to what sections
207 (a? and (b) do to Puerto Rico and Hawaii would be a breach
of faith to the 1)eo¥le of those areas, objectionable on moral grounds.
The relutionship of the mainland to these areas works both ways just
like that of State to State. The mainland buys sugar from those
areas and those areas in turn buy most liberally from the mainland.
In the case of Puerto Rico that area ranks sixth in the world as an
outlet for continontal products and these heavy purchases include,
for example, potatoes from Maine and Western States, rice from
Louisiana, ’i‘exus, and Californin, shoes from Massachusetts and
Missouri, machinery and tools from Massachusotts, Connecticut and
Central States, and farm products and lumber from the West and
Northwestorn States. Besides the business that goes on continuously
with parts of the United States, Puerto Rico has been a place for
mainland people to invest. I'or example, Massachusetts interests.
have for more than 80 years been the principul owners of Centrale
Aguirrez. They invested under the flag and its protection but if the
flag means more than one kind of American citizen exists, then their
investments ave not very safe,

The history of the Continental Cane Refinors is too well known to-
this committeo for me to dwell at length on, but let me focus your
attontion on one outstanding point. The real attack by the advocates
of seetions 207 (a) and (b) of the law, namely the seaboard cane re.
finers, has been directed to Puerto Rico and Hawaiij towards Ameri-
cans and Ameoriean industry under the same flag that protects them,.
not. toward any foreign area,

Much propaganda has been spread that the Continental Cane Re-
finers recoived no benefits whatsoover under the Jones-Costigan Act
nor will they receive any benefits under this ponding bill, I would
like permission to insert in the record a statement propaved in thoe
Department. of the Interior which clearly discloses that the Conti-
nental Cane Refiners have and will under this act receive very hand-
some protection and vory handsome bountios by virtue of Federal
sugar legislation,

11 these many, many years there has been no restriction on refined
sugar operations in any section of the United States, Why give on-
dorsement. for the continuance of a policy which was injected into
sugar legislation under the guise of an emergency. The emergency is-
over and I 1'espectfullf request. and urge this committee to strike
sections 107 (n} and é ») from the bill and send the seaboard ¢ ine:
vefiners to the Tariff Commission where they belong and not let this
small group wreck an agricultural measuve which othorwise is gen-
orally acceptable to all sugar yicoduoing areas,

I would like to get the attention of the committee back to section
207 (a) and (b) of this bill, A question was asked that T would
like to clear up, I think it was asked by Senator Clark, and it was
about the interlocking directorates of these eastern seabourd cane
refinories,

Sonator Crark, Whom do you represent, Mr, Quinn?

Mr, Quinn. ‘The refining industry of Puerto Rico. 1 would like to
stito this, that tho Ameviean Sugar Refining Co. is the lenderin this
fight against 'uorto Rico and Hawaii,
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Senator Crark, Whot
Mr. QuinN. The American Sugar Refining Co. They own a 25
* percent interest in the common stock of the National Sugar Refining

Co., for whom Mr, Bunker testified. That amounts to 145,738 shares.
They own a 20.6 percent interest in the capital.stock both preferred
and common of the Michigan Sugar Co., who manufacture beet sugar,
consisting of $1,487,400 in common stocf&, and $2,043,800 in preferred.
They own a 50 percent interest, or a $2,500,000 interest in the capital
stock of the Spreckles Sugar and Beet Co. in California.

) }(I)m{r) aside from that, this company owns vast raw sugar acreage
in Cuba.,

Now what do they get out of this bill?

The Cizamman. What are you reading from? Is that the hearing?

Mr, Quinn, That is from the testimony in the House hearing, sir,

The Cuamman. I thought it was,

Mr. Quinn, This American Sugar Refining Co. owns this vast
raw-sugar acreage in Cuba, They get this very handsome bounty
on the sugar they ship in raw form, Originally the tariff was 2.5.
This administration has reduced it down to 0.90.  Now that is a very
handsome bounty that they get on that raw sugar, They are not
kicking about that,

Also you compare the price that they got for their refined sugar
here in the States with the reexport price and you will find they
get a very handsome bounty in that respect,

Senator Crark. What is the differentinl on the reexport price?
Have you any figures on that?

My, Quinn, It ig a differentinl of about 60 cents, I can supply
figures on that, In fact, you take the Revere Refinery, The Rovero
Refinery is owned by the United Jruit, Now the United IFruit
have two Iarge sugar centrales in Cuba, and I think last year the
United Fruit Co,, these contrales shipped approximatoly 840,000
bags of raw sugar to the United States,

Senator Crarx, Have you got any figures as to the sugar that
is reexported ?

Mr. Quinn, No, I have not with me.

Senator Warsu, To what countries is it reexported ¢

Mr. QuinN, Mostly European,

Senator Crarx, That 60 percent that you speak of, the difference
between the domestic prico and the reexport price, simply repre-
sonts an outright subsidy by the American consumers of sugar to
this Cuban refining company?

Mr, (&umn. Absolutely. '

The Cuammax. I understand, if you will pardon me, that there
has beon about 100,000 tons that has been refined, that has been
reoxported,

My, C%UXNN. There is one other point about this labor question
in this bill, as regards rerning., It has been stated that they |}my
&5 por day. Now the Department of Labor Statiktics show this,
that there aroe less than 14,000 people engaged in cane refining in
this country, and thoy get an average of 551,005 o yoar, You figure
that out on_a #§2-week basis, It amounts to a little over $20 a weok,

Senator Crarx. ¥ow many refiners have you got in Puerto Rico?

Mr, Quinn, Thore is ono that has a eapacity of about 175,000 tons,
Thig bill and the Jones-Costigan cuts that down to 126,000 or loss,
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There is another small refinery there, and then there is another re-
finery that produces a washed sugar, that is included in this direct-
consumption sugar, That is not a vefined sugar. It is a washed
sugar that goes 1nto the tobacco trade and trade like that,

Senator Crank, Who owns those Puerto Rican refineries?

Mr, Quinn, Puerto Ricans, American citizens,

Senator Crark, Ave any American people interested in them?

Mr. Quinn. Only in the small washed-sugar refinery.

Sonator Crarx, Is there any situation whore we have intevlocking
directorates in those refineries?

Mr, Quinn, No, sir,

Senator Carrer, What is the prevailing wage paid in Puerto Rico?

My, Quinn, On the refining?

Senator Carerr, Yes,

Mr, (%{HNN. I will angwer you that question, The efiiciency of the
Puerto Rican labor in the refining of augar is not 8o high as it is this
country. A man in this country in refining sugar can possibly tend
six centrifugals whereas a man in Puerto Rico ean only attend to
about two, and it takes another man to suporvise. Three can attend
to about six, so the spread as to labor factor in the reflning of sugar
in Puerto Rico, it will compare just as much—I mean this, that as
far as the manufacturer is concerned, as much of his profit goes into
labor, is spread more among different people,

Senator VAnpENBERG, What i8 the price?  What is the wage?

Mr, Quinn, The wage? T could not give you the figure on the
refining. T mean it is rather difficult to get. it, but nevertheless I
will compare it as a factor with these cane refinories hore in tho
United States,

Senator Vanoennera, What do you pay, by the day or by the
hour, for the Inbor in the refineries?

My, Quinn, It approximates a minimum of about $1 or $1.26.

You will find in Louisiana, for instance, they do not pay the
same wage to the man in the sugar refinery that they do in New
Jersoy and Massachusetts, :

Senator Carrer. We _have had the wages paid, hore, on most
ovory other country. You mean you cannot got the figures on
Puerto Ricot

Mr, QuinN, Yes; you can get them,

The Cratrman. Why ean you not give thom to ust

Mr, Quinn. I can give them to you.

The Cnamaran, Well, can you not give them to us now? We are
going to finish,

Mr, Quinn. T do not have that here, Senator,

The Cuammman. It scoms strange that you cannot give to the com-
mittee the information that thoy want now.

Senator Crark, Can you get that information for the record?

My, %mm«. Swrely, I can yot. it,
The CrrammAn, All right, proceed.

Mr, Quinn, Herve is the wav T was going to answer this commit-
ton on this Inbor situation,  This bill sets up a standard as regards
labor, and that applies to Puerto Rico and the voflning industry as
woll as in this continental United States.  Also Congress is consid-
oring the wage and hour hill, Tt has passod the Senate, Tt i8 in the
House, That will apply to Puerto Rico and HMawaii, We will sub-
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mit to these things just like the refineries here in continental United
States will have to abide by them.

Senator LoNkrean, Do you favor the closing of the refineries in
the United States?

Mr. QuinN, I do not favor the closing of the refineries, Now when
you say “United States”, do you include Puerto Rico and Hawaiit

Senator LoNeraaN. No, I did not. '

Mr, Quinn. Well, I could not answer your question unless you do,
T mean you caunot get away from it, they are part of the United
States.

Senator Longkraan. T will ask this question: Assuming ovory re-
finery in the United States closed its doors and all the refining is
done outside tho territory of the United Stated, T mean the United
States,  What benefit would that be to the consumenr?

Mr, QuinN, What benefit would it be to the consumer?

Senator LoNkraaN, Yes, .

My, QuinN. If the refining was done——-

Senator Warsi, In Puerto Rico and Cuba and elsewhere, other
than the mainland ?

ﬂMr. QuinN, I do not think that it would have any substantial
effect,

Senator Warsm, The cost of refining is as much in Puerto Rico
as_in the United States on the mainland ?

Mr, QuinN, Yes, sir

Senator Vanpexnrra, That is because you have to use so many
more men, is that it.?

Mr, Quinn, Yes, siv, 'We spread it,

Senator Vanpensera, It is sort of a W, P, A, program?

Mr, Quinn, We had to proceed under the quota of 831,000 tons,
the Jones-Costignn Act limitation,  Puerto Rico could ship in only
126,083 tons in direet-consumption, That amounts to about 15 per-
cent of the quota of Puerto Rico,

I would like to have you think of these major domestic sugar ‘)ro-
ducing ureas that supply our market as five large firms—the beet.
is a farm,  They are nhowud to go ahead and process all their beots
under the law, about 1,550,000 tons, There is no interference with the
refining of that sugar, and the preparing it for the consumer, Now
vou take your four large cane arvens, which are Louisiann, Florida,
2uorto Rico, and Hawaii,  Thoey are domestic, Ave they treated alike
in a gronp‘z ‘The answer is no, becauso this bill comes along and
suys to two of thoso farms, “You cannot grow and prepare and process
ilpltll refine sugar like the other two.”  That is just L\lc offect of this
ill,

In other words, it forcos Puerto Rico, these sections 207 (a) and (b),
and Hawaii, to pass this sugar to the American consumer through
a middleman, who is the continental cane refiner, and, more impor-
tant, it puts a blot upon the Amovican citizen, upon the American soil,
Puerto Rico, Amoriean citizons,

Senator Crark, The middleman is also engaged in competition
with thom as producer is ho not, throtigh his holdings in this conpany
in Cuba? ’

Mr, Quinn, Correet.  Yes, sir. Now this bill doos not say to the
refinery in Now Jorsoy, Louisiang, or Florida, “You ean only refine

80T BFeeme) :
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and ship in interstate traffic what you refined and shipped in 1933%,

but it does suy that to Puerto Rico, and why?

Seemutor VanbeNBeRa, Suppose it did say that, would that satisfy

ou

Y Mr, Quinn, Would that satisfy me?

Senator VANDENBERG, Yes.

My, Quinn, No, it would not, not in the least.

S?em\tor Vanprnperg, But it would tend to take cave of it, would it

not,

Mr, Quinn. Unless you apply it to all arens,

Senator Vanbnengera, 1 mean applying it to all areas,

. Mr, QuinN, But thig quota system here as far as refineries ave
concerned, I do not see how it can work out here, if you put them on
& quota basis, Mind you this, a great many of these factories were

built, that are in the United States on.a war-time basis. Why was

it in 1935 that a refinery was built in Brooklyn that has a melting
capacity of about 1,800,000 pounds a day?

ow the Jones-Costigan Act was on the books then, Then you
hear all this talk about “capacity”, putting all this capacity out of
commission, but there were interests that came together and built

a refinery with a capacity of 1,800,000 pounds & day in Brooklyn in

1985, and the Jones-Costigan Act was on the books in 1934,

Senator Warsit, 1id the House bill reduce the quota of refined
sugar from Puerto Rico?

Mr, Quinn, It does not,

Senator Warsi, Do you want that increased,

My, Quinn. Yoy, sir, I would like the restriction removed, sir.
We want it removed, I might say this, the Jones-Costignn Act did
not give even then the plant capacity of Puerto Rico. There was a
greator capacity in 1033 than they were allowed under this law,

£ you struck out these two sections, 207 (n) and (b), you will
not affect the quota situation here as regards the producer for
whom this bill is drawn, one iota. You will not trouble it st all,

I would like permission—I was going to read it to you, some ax-
tracts of the testimony in the House, but I would like to have this
ingerted in the record here,

The Cramrman, Wo have that before us here,

Mr. Quinn, Now I would like to read cortain excerpts from a
lotter addressed by Mr. William Green, president of the Awerican
Federation of Labor, to Honorable Santingo Iglesias, on July 18,
1037, about this labor situation. He said: '

T will ho pleased to speak to Mpurvin Jonen and put in a good word for
Puerto Rico relating to the lmportation of reflned sugar into tho United States
from Puerto Rico, as you suggested in your letter dated June 285,

It has ever beon our purpose and deslre to help and assist Puerto Rlco and
the Puorto Rlean people. I can clearly distinguish the differonce between
the trentment which should be nccorded the people of Puorto Rico and favor
of them and against Guba and other countries not a pavt of the United States
QGovernment,

And it i very significant that the brunt of this fight had been
directed against Puerto Rico and Hawaii and not against Cubn.
They have spreadt all sorts of propaganda, but you are not hearing
the propaganda ngainst Cubn, ~ No, they ave getting their own raw
sugar from Cuba, theso castern seabonrd sugar reflnerios,

Sonator Vanpennera, Wo'are good neighbors of Cuba,

t
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Mr. Quinn. Yes, I think so, Senator. Legislation in this man-
ner is sort of an invitation to retaliation. Let me-point out just what
this does. If you do this, you can say to the State of Maine, “You
can raise your potatoos, but you cannot ship in interstate commerca
potato chips.” You can say to the Northwestern States, “You can cub
your lumber, but you cannot ship peneils in interstate commorce,”

ou can say to these eight oil-producing States that are producing
oil, and Congress has put them on u quota basis, they are on a quota
Dasis, placed under restriction, and you can come along and say to the
State of Texas, “You cannot. refine your oil and ship it in intorstate
commerce,” That is n complete analogy to what you are trying to do
in this bill, and it applies to tobaceo, cotton, and everything else.

Puerto Rico is a little island down there that has got a population
of 1,800,000, That little island ranks sixth as an outlet for contin-
ental goods. It is the best customer that the continental United
States has in this hemisphere, with the exception of Canada. They
are large purchasers of maclrinery from the Fastern States, It is the
largest purchaser of rice from Louisiana, Texas, and California, It
is the largest purchaser of shoes from Massachusetts and Missourt.

This thing works both ways.

Senator Brown, How do you account for the fact that today
Hawaii produces about 25 percent of the Unilod States sugar, Puerto
Rico producing about 21 percent, yot Hawaii has o direct-consump-
tion quotn of 20,000 tons and Puerto Rico has a direct-consumption
anota of 126,000 tons?

My, Quinn, That was heeause this was based historieally,

Senator Browx, Exactly, That is the idea of this legislation, is
it not ? '

Mr, QuinN. Yes,

Sonator Brown, Hawaii could make an excellent case against you
on the ground they are grossly diseriminated against.

Mr, Quinn, There is & point in your argument.

Senator Brown, In comparison with Puerto Rico.

Mr, Quinn, Yes, sir,

Senator Brown, That explains why this bill was drawn in this
way., It was based substantinlly upon your ability to manufacture
rofined sugare and Finwaii’s ability to manufacture rofined sugnr,

Mr., QuinnN, May T correet you in that respect? "The President
has never in any of his messages referred to t\\is refining situation,
This bill was drawn because there was s raw production that ex-
ceeded our demands here in all areas,

Senator Brown, When it came to restrictions, it was largely based
upon the ability of these countries to produce, ' I mean these Terri-
tories,

Mr, Quinn, Yeos, sir,

Senator BrowN. And the renson why Puerto Rico is given a vor
large share of the production of refined sugar is becausoe that is
what they did histovically speaking, in comparison with what Ha-
waii did, That_is the substantinl basiz for this ontive bill, the
stabilization of the sugnr industry upon substantinlly the basis that
was there when the Jones-Costigan bill was enacted in 1038,

Mr. Quisn, Yes, but you ave not carrying it through,

Sonator BrowN, You want today something that yon nevoer did
before, by way of the manufacture of refined sigar. You want o
quota that you never approached heretoforo,
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Senator Warsi, They want to expand, in other words.

Scnator Browxn. They want to expand, That is it exactly.

Mr. Quinn, Noj we want that restriction removed.

So;mtor WarsH, Is the refining industry in Puerto Rico prospering
now

Mr. Quinn, Yes; it is going along good.

Senator Burnkrey. Is this any restriction on your existing quota?

Mr. QuinN, Yes, siry there was a plant down there and under that
1933 agreement it had a quota of 165,000 tons,

Senator Burxkrrey, How much is the restrviction on existing ca-
pacity?

My, Quinn, Right now?

Senator Burxiry, Yes,

Mr. Quinn, T would say it is about 150,000 tons,

Senator Brown, The capacity is 150,000 tons?

Mr, Quinn, The capacity is about 250,000, and we get 126,000
under this, '

Sonctor Burkrey., The quota is different from the capacity.

Mr. Quinn, Yes, sir,

Senator Brown, Did you ever produce that?

Mr. Quiny, Did we ever refine that?

Scenator Brown, Yos,

Mr, Quinx, No, sir, That cane refinery, the first vne was built
down there in 1926, T may say this, there is a historical buckground
to that, DPuerto Rico had a very severe drought in 1031, and in 1032
a hurricane affecting the 1933 crop—destroyed half their crop—it
came along in October 1932 after the planting was over, That
obviously would affect the 1933 crop, and that is the figure, the 1083
figure, that is used in setting this refined quota,

The Crramaean, How much was vefined in 1936 in Puerto Rico?

Mr, Quian, One hundred twenty-six thousand thirty-three, sir,

Senator Crark, That is all you conld refine, was it not?

My, Quinn, That is all allowed under the quota,

Senator Warsi, What is the largest you have ever refined in any
1 year?

Mr. Quinn. About that,

Senator Warsir, So under the Jones-Costigan Act you were ablo
to refine more than you ever did, then?

Mr. QuiNnn. Noj; we wore able to refine what would be considered
the highest year, 1983,

Senator Warsi, What is the highest production in any year of
rofined sugar in Puerto Rico?

Mr, Quinn, You see, Senator, they used 3 yenrs as o yardstick,

Senator Warsm, I understand.

Mr, QuinN, 1933, 126,033 tons,

Senator La Fonuerte, Did you ever produce or refine more than that
at any time?

Mr, Quinn. Yes; and we had paid for patent rights up to 250,000
tons,

Senator T.a Forrerre, How much?

Mr, Quinn, Not wmiueh more,

Senator Warsi, Whent?  You have already said, “No.”

Mr. Quinn. The plang was built, the first vefinory wag built in
1926, T am mistaken, Tt was o commorcinl operation that was com.
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ing up when all this sugar legislation came along, which called for a
consic’lerub]o increase, ,

L will say this, I think the Eastern Seaboard Cane Refineries
belong before the Tariff Commission and not before this Committee.
That is where they have been in the past, and every time since the
Jones-Costigan Act that T have had oceasion to do business with the
Department of Agriculture they would inform me, “Your question is
primarily an induostrial guestion, not an agricultural one, It is of
secondary importance.,” And yet they tack it on to this agricultural
measure, and they are willing to wreck it if they do not get what
they want, .

Iy\ rould like permission, Mr, Chairman, to insert in the record a
statement on behalf of counsel for Puerto Rico, Colonel Rigby.

+'The Cramnan, You may do that,

Mr. Quinn, Aund also a statement by Mr, Rafacl Raldiris on be-
half of the Sugar Cane Growers Association of Southern Puerto Rico.

Tl}m Cramman, Very well, you may do that, Thank you vory
much,

Senator Loxtraan, To your knowledge, have the refineries in the
United States any agreement as to sale price?

Mr. Quinn. I could not answer that. T suspect they do, how-
ever. Thank you very much, Mr, Chairman, )

(The memorandum of the Department of the Interior, and the
statement of the treasurer of the Sugar Cane Growers Association
of Southern Puerto Rico, presented to the committee by Mr. Quinn,
are respectively as follows:)

DEPARTMENT OF TIE INTERIOR
MEMORANDUM

A committee of the Depavtmoent of the fnterlor, surveying the effect of
varlous sugar proposals on the Island possessions within the juvisdiction of
that Department, today reported to Secretary of the Intorior Ickes:

“The provislona of I, R, 607, discriminating agatust Hawail, Puerto Rico,
and the Virgin Islands in the matter of refined sugar, ave in complete violation
of traditional Ameriean poliey and of basie Ameriean principles,

“Flest, these diseriminatory provisions establish trade barrlers within the
Unlted States, These provislons establish that a certain part of the union
miy not manufacture, may not process the products of its soll. This dis-
erlmiuntion against one part of the unfon Is estabished not merely in favor
of another part of the unlon—in itwelf an unjustifinble performance, It
estublishes diseriminations agningt purts of Amevlea, inbabited by Awmerlean
eltizens, in favor of n fow nmintand companies alvendy highly priviloged by
this loglslation,  As a precedent this kind of dixerimination {8 unthinkuble—and
beeanse It was introdueed without the Administraton’s approval 8 years
ugo In the Jones-Costigan LI, In an cmergeney, Is no veason for making it
continuing nationat 00ﬁoy.

“Second, these dizeriminations are contrary to the splirit of Amerlean insti-
tutlons, 'They ave contravy to contemporary Ameriean policy by ostablshing
an Old World colonialism, tho coloninlism against which the coloudes rebelled
when they declured thelr independence, was the right of the mother country
to cxploft those colonfes, to consider thelr citlzens ag ocoupying a recondary
and inforlor status and to place cconombe obstacles in thedr path in favor of
cammereial intorests In the mother conntrey,  Mhix {8 &t the practiee among
01d World emplres, though to n more Hmtted extent than it was a contury and
0 half ngo—heenune colonles ennnot be oxplolted as rathlessly now as thoen,
Howevor, it I8 gelf-cvident that sound statesmnnship in the United States eannot
recognize, cabnot. permlt, the establikhiment of sueh a continuing poliey with
ug, It has been vart of our historie procens that tevrltovies reprexented an
earlier stago of political development, and that durtng that period of develop-
ment thelr Inck of voting strength in tho Congress was not to be (aken advantago



i 333 <%

=

- L W

130 SUGAR

of to penalize them, but on the contravy should entitle them to the fullest pro-
tection from the entire Congress, Because Hawail and Puerto Rico have no
vote in the Congress is not only nol n reason for discriminating against their
products and Imposing restrictions upon them against which they cannot retall-
ate, but it {s a valld reason for insuring thom protection at the hands of the
entire Congress. The Congress itself {8 looked to by American cltizens in
Hawali, Puerto Rico, and the Virgln Islands to insure them equal treatment.”

The report further stated:

“The flrst three paragraphs of section 207 of IL R, 7667 diseriminate against
Puerto Rico, Hawali, and the Virgin Islands by limiting refining operations in
these areas without corresponding restrictions on the other domestic areas of
the United States, These provisions arve demanded by the seabonrd reflners
of the mainland in order to lmit the amount of competition in the sale of
rvefined sugar., The seabonrd refiners are given oxtraordinary benefits and
protection under other provisons of the pending bill, as follows:

“(1) Under the quotn provisions total supplies are adjusted to consumers’
necds which stabilize the sugar market in the United States, as operations
under the Joues-Costigan Act have indieated, Refiners thus obtain at publie
expense, in legal form and under public safeguards, the general market stabili.
zatton which they sought unsuccessfully to achieve at thelr own expense
through control of sugar marketing practice under the Sugar Institute regime
of 1928-30, which countrol was held by the United Statesy Supreme Court in
its decision of March 30, 1030, to be in violation of the antitrust laws of the
United States,

“(2) For many years reflners have sought to iHmit importations of lHquid
sugar into the United States, which they maintain, replaces thelr refined product
among certuin types of consumers (confectionery, baking, ete.). Section 208
of the bill prohibits the fmportation of liquid sugar from any forelgn country
except Cuba and Dominlcan Republle, which two countries are permited
quotas based on provious years' marketings in the United States, thereby Hmit-
ing competition of foreign Mquid sngar with veflners' products,  Heetion
210 (b) provides In effect that any liguld sugar marketed by the domestle
areas shall be Included in the sugar quotas, thereby Hmiting possible competition
with geaboard refiners’ produets of Hquid sugar which mnay be produced in
domestic areas,

*(3) Under Sectlon 207 (e) and (f) refiners recelve the unusual proteetion
of an outright embargo on any importations of diveet-consumption sugar from
the principal competing country (Cubn) in execess of 375,000 short tons, raw
value, which represents n decrease as compared with the 1936 quota of
/7,000 short tons of sugnr, although the Unlted States Tarift Commission,
after officinl investigation of costy of reflning in the United States and Cubn,
roported to the President on Junuary 22, 1034, that no change was warranted In
the tariff difterentinl between raw and refined sugar

“(4) Under the provisions of the Philippine Independence Aot the refiners
are protected againat importations of vefined sugar, duty-free, from the
Phillppine Islands, where great expansion of veflned sugad production wonld
be possiblo If no restrictions were imposed, To the HUmitation of 50,000 long
tons of duty-free veflned sugav provided for in the Philippine Tndependence
Act, there 18 added the provision in the pending W in Section 207 (A1) that
no more than 80,214 shovt tons, raw value, of divect-consumption gugay may be
brought In from the Philippines in any calendar year, even with the payment
of full duty.

“Under the guotn system the seabonrd refiners fnereased thelr meltings from
4,120,000 tons u 1033, the yeoar priov to the Jones-Costigan Aet, to 4,515,000
tonk in 1086, Tho excess of the Amevican rofiners’ margin above the world
refluors' margin per pound of sugar amounted to over $20,000,000 in 1026, on
the rotlners' aggregate delivorios of sugav, an fndirect subsldy under quota
leglalation to the 14 vefining companies of $1,600 fov ench perkon employed by
them as agalnst an average wage of 1,000, '

“Pho question at issne i8 not whether the 14 maintained cane refining compa.
nies, employing approximately 14,000, thould bo protected, bue whether after hav-
ing been granted tho foregoing unusunl forms of protection ngafuat compotition
in the bl they should be given this additionnl protection which 18 an outright
dlserimination against Amerlean eitlzons reslding in the Torvitories and possos-
slons of the United Ktates,”
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PETITION oF Mg, Ravarn M, RAarvinis, TREASURER oF THE SuGAR CANE GROWERS'
ASBOCIATION OF SOUTHERN PurrTo Rico

“Plest. That Puerto Rico be allowed to market all the allotment of sugar
conceded to the island, under the sugar quota system, as regulated by the bill
under constderation in any form that the island may deem convenient, This
will climinate the very marked tendency toward dixeriminating against
1,800,000 full-fledged Amerlean citizens, who are entitled to equal treatment
as any other of our brother citlzens, residing in any other part of our country.

“Second, That the proportional participation of Puerto Rico in the sugar
requirenients of our country be revised and an adequate increase he allowed;
duo to the fact that at the time of computing the historie quota basis for the
is;lund, based on 3 years’ production, there were Included £ abnormal years,
viz:

“1('31'01) year 1031, which was conslderably curtailled by a prolonged dry spell;
ang

“Orop year 10883, which was very severely damaged by a devastating cyclone
on October 19, 1082,

*“I'hird, That the tax on molasses (blackstrap) (see, 401 (b)) be eliminated
from this bill, a4 this tax will refleet directly on the price that the sugar
growers recelve for thelr respective erops, We have reached this conclusion,
inspired by the fact that on account of competition brought about by the
synthetie alcohol producers, it will not permit the burden of this tax to bo
absorbed by the molasses alcohol producers, To put such a measure into
practice will vesult in o reduction of the actual molnsses price, in an amount
equivalent to the tax, approximately 3.5 cents per gallon, In other words, if
the sugar grower does not absoxd the tax he will lose the market to the
synthetie nlcohol producers, Yt is almost certaln that this tax will presently
glve aleohol producers, other than molusses aleohol manufacturers, 4 monopoly
of the market., This is o serlous loss to all sugar producers and will have
other damaging cconomie cffects.”

(Mr. Quinn also presented for the record an excerpt from a state-
ment by Mr, Pettengill, in the House of Representatives, Aug. 6,
1937, as found in the Congressional Record at p. 1076, as follows:)

1t 18 probable that thiere was no single influence which had greater welght
in 1787 townrd causing sur fathers to serap the Artieles of Counfederation and
form the Constitution o7 the United States than the tariff walls betweon the
Colontes,  The court’s opinion in Gibhons agninst Ogden was written by men
who in thelr own Hfetimes had experience with those condlitions, Ih that
cuxe one may find this laaguage:

“If there was any one object riding over cvery other in the adoption of
the Constitution, it was to keep the commereinl intercourse among the States
freo from all fnvidious and partial restraints.”

Under the Confederation {he vextraints on the froe flow of commerce hetween
the Thirteen Original States were many and vexntious, Nearly every 8tate
erected tavdff walls against its sisters,  Bach trled to build up ity own economy
at the expense of the others,  And it may be doubted whethier any factor hag
contributed as much toward bullding this Natlon as the fuet that “commercial
intercourse among the States” has been kept “free from restyaints imposed by
each State upon the others,”  As a result each State has not only had a free
nationnl marketi for its own goods but in turn has been oMe to buy what it
cannot {tself produce wherever it could buy cheapest. In other words, each
State has had the henefit of the chenp producing costs of the other States,
This hag constantly lowered the cost of goods to every American eitizen and
thug glven o groater measuve of general prosperity than any other natlon
ovor achioved. All this is commonplace, One 8tate grows cotton and buys
wheat,  Another makes antomobiles and buys gasoline,

The Cuamrsan, Ernest Gruening, Divector, Division of Terri-
tories and Island Possessions, Department of the Intorior,
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STATEMENT OF HON, ERNEST GRUENING, DIRECTOR, DIVISION OF
TERRITORIES ARD ISLAND POSSESSIONS, DEPARTMENT OF THE
INTERIOR

Mr. Giroening. Mr. Chairman, I am going to make my statement
vory brief. The Dopartment wishes to register a respectful but
emphatic protest against the insertion of paragraphs (as, (b), and
(e) .of section 207, on the ground that these paragraphs impose a
\Smique and unwarranted diserimination against parts of the United

tates,

The position that we take is that Hawaii, Puerto Rico, and the
Virgin [slands are integral parts of the United States. ,

Senator Crark. Your Department has nothing to do with Hawaii,
have you? '

Mr, GrurNing. Oh yes, we have,

Senator Crarx, What?

Mr. GrueNiNg, We have supervision over the affairs of Hawali in
the Department of the Interior, through the Division of Territories
and Island Possessions, We feel that to impose this vestriction is
getting an inexcusable precedent, that it penalizes these areas of the
United States which have no vote in the Congress, which have not
even a voice in the Senate, which have & voice in the House but no
vote, and that this in effect 18 the establishment of Old World colonial-
ism, undoer the Stars and Stripes, something which should be repug-
nant and repulsive to our ideas of democracy,

There is no reason why the citizona of those Terrvitories have not”
the samo right to process their producis as the citizens in Massa-
chusetts snd Michignn—and Colorado,
~_ Now thers hag beon g0 much argument and counterargument in
the effort to prove that this is a restrictive bill and that restriction
and limitation aic of the essence of the bill that I want to point out
that this particular restriction, the restriction on the last }mrt of the
processing, that is, the refining, exists only agninst thesc three Terri-
tories and island pessessions. Kverywhere else sugar may be proc-
essed to the full extent of its quota, There is no limitation what-
over upon the processing of beets in the State of Colorado or in the
State of Michigan, but in Hawaii, Puerto Rico, and the Virgin Islands
our citizens are rostricted.

Senator Crark. Is Massachusetts processing all the sugar it
raises, too, under this bill? .

Mr. Gruening, Yes-—thoy can,

Now if you impose this restriction there is no reason why some
day Statos that wish to set up automobile manufacturing should not
say to the State of Michigan, “You are manufacturing enough auto-
mobiles, and you shall not make any more,”

Sonator Vanprnnrra, I fully expect they will do that if they
keop on going the way they ave.

Mr, Gruenina. You do not approve it, do you, Senator?

Senntor Vanornnera, Noj I do not,

Mr. Grourning, Well, that ig exactly the point. The question of
labor has beon raised. T think it has beon pointed out thet the

run\bor of Inborers involved is not large and this issue can bo mot
)ym ¢

N

)
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Senator Brown (interposing). Mr, Gruening, on that question of
restriction, when the Department of Agriculture allots to a certain
factory a cortain quota, that is a very real restriction upon the refining
capacity of that plant, is it not?

r, éxmmmm. That is right, Senator, that is done by agrecement
affecting all beet-sugar-producing areas. There is no further limita-
tion on the refining of the total amount of the quota.

Senator Brown. But the effect of it is ag 1 have pointed out here-
tofore, that refineries which in ordinary times were operated in the
State of Michigan and in the State of Ohio are now not operuting
because of that restriction. ‘The men who have the money investe
in a rofinery in Toledo, Ohio, are prevented from operating that
plant by veason of these restrictions,

Mr, GrueNing, Senator, is there not a difference between not being
abla to refine a product that deesmot-exiet, and being forbidden to
refine & product, the guly" product that you,have? Now thero
are cane fields lym%ijd!'e in Hawaii and Puerto Rleg because of the
quota systmn, and;there may be beet fields, actually“oy potontially,
which are not ggéiving beets, but all ghe.heets that you'g
sont to your }(;?bcossing plantssy In the Territories that
mitted, Thagds the essential differonce. &

Senator Brown. In the same jvay ti have been refined Mhistori-
eally speaking, througly the,yem® in-the siigar indystry in the Ynited
States, and, all this bill does is_if. effget ,\‘perpeﬁimtjp that historical
system foyhandling the businesd’ P i

Mr, GrgeNina, Ifyou ave establighing it on the hiptorical bais it
will mean: that no newtindubtey cdn start anywjerd; if you ageept
that pringjple. b T 3 e

Sonatory Brown. Ho cani‘wi seb 1y
Michigan, : Wo have; had-to ahut, d‘&vn three-of them,

Mr. GrugnNina, B?{tr,rl?*’st‘.ill inwigtthat yoft can‘refine all th
that yon groyw. Now that first part is an agvicultural questi
have no quaryel with the aﬂrj ultiirg] provigions of this bil
are ways in which we could find thép more satisfactory
"Territories could use more sugar quota. Every section gants move
quota. "o KL

We specifically 6bject to the restriction on the p’i“ocossing, and
we protest against it %“s« he fundamental principi@‘# which we think
is much groator than sughtss We think it jeeMatter of pormanent
statesmanship, that if Congress edfi™logislate against Torritories
which are voteless and unprotected, and levy restrictions upon them
of this character, we are essentinlly going back to the factors which
caused us to seok out independence from Great Britain, and which
caused the rebelling of the Colonies ngainst the tyranny and opres-
sion of mother countries in the Old World, ‘That cortainly has
always been foreign to American concepts, and in our view should
continue to bo,

The Crramaan, Thank you very much,

Senator Career, They are on un oven basis with the District of
Columbia so far as the voting situation is concerned, are they not?

Mr, GrueniNe, X think that is true, sir,

Senator LoNerean. I8 most of the money invested in refineries
ontgide of the mainland of the United States American capitalt

'ow can he
_not per-

BoosiE . .
‘&a‘bealt—sugar refining plght in
{ beets

_Mv. Gromniva. It je all Amorioan capital. . ‘
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Senator LoNeraaN, It is all American capital?

Mr. Gruening. In the Lerritories now and possessions; yes.

Senator LonercaN, Would you favor the abolition of the quota
system?

Mr, GrukNing. You mean the raw-sugar quota system?

Senator LoNeroaN. Yes,

Mr, Gruenina. That is a part of a policy which secms to be pretty
generally nceopted b{r all concerned, but it your question is whether
we would pre}"er to have thig bill with the diseriminations in it, or
no bill, T would say I would much prefer to have no bill than to
establish this discrimination. .

Senator Loxerean. I am asking you, do you favor an open field
of competition, with no quota at all? ) .

Mr. Gruening, Speaking officially, this is part of the adminis-
tration’s policy, and therefore T wm here supporting it.

Senator Loxeraan, Now do you think that that would be of
material benefit to the consuming public?

My, GrueNiva, Yes.

Senator LoxrraaN. The plan you advocate?

Mr, Grurnina, The plan of imposing no restrictions on Hawaii
and Puerte Rico?

Senator LoNeraaN, Yes.

Mr. Gruenina I do not think in this particular instance the con-
suming public is greatly aflected.

Senator LoNeraaN, You do not think so?

Mr. GrurNing, No,

Senator Lonkraan, It would be no particular benefit?

Mr. Grvrning, I think in that particular case there would he
no great benefit, no, .

The Crramsan, Thank you very much. -

Senator Crarx. Doctor, is thore any connection on earth hetwesn
an agricultural processing bill and an agricultural logging bill, and
a bill having to do with manufacturing?

My, GrueNiNg, None whatever, I do not seo why they ave tied
up together.

Senator Crarx. Thig bill as I understand it is a combination of
those intorests that are ropresented or that are from sections that
have votes in the House of Representatives and in the Senate, and
if Hawaii and Puerto Rico had votes in the Iouse of Represonta.
tives and Senate, Gaul, instead of being divided into threo parts,
would bo divided into five parts, Ts that correet.?

Mvr. GrueniNag, That is vight, This is a case whoroe the vefinors have
simply been riding in on the coat tails of the beet sugar growers,

The Cuamman, Dr. S, L. Hilton, of Washington, D, C,, represent-
ing the American Pharmaceutical Associntion,

STATEMENT OF DR. §. L. HILTON, OF WASHINGTON, D. 0., REPRE.
SENTING THE AMERICAN PHARMACEUTICAL ASSOCIATION

Tho Ciamsean, Doctor, T understood you wanted to make & very
brief statoment,

Dy, Hirmon, A very brief statement,

Tho Crramman. All right,

Dr, Hiron, Mr. Chairman, there is only one portion of thig bill to
which we have any objection, and that is on pago 20, lines 0 to 12,
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which places a tax on blackstrap molasses and the maufacture of
alcohol.

The Caarman. That proposition is the one that Mr, Austern dis-
cussed ?

Dr, Hirron, That is the proposition that My, Austern discussed,

The CHairMAN. Do you ngree with his views?

Dr, Hivrox, Wo agree with his views entirely, and we believe if
that is carried out it is going to go further to increase the cost of
medicinal supplies, and the cost of medical care at the present time is
certainly high enough, With a big majority of medicinal preparn-
tions that have to contain alcohol the present tax of $4.18 a gallon on
alcohol makes aleohol cost us $5.50 toc ay, whereas before N, R, A. it
only cost us $4.00. This is poing to bring it up to about $6,

The Crramyan, You vepresent the American Pharmaceutical Asso-
cintion ?

Dr, Tlumaox. T represent the American Pharmaceutical Association,
the retailers ef the country,

The Crramraan, Thank you,

Mr, Creverannp, My, Chairman, I need not take the time of the
committee, The American Automobile Association is opposed to
this plan, the blackstrap molasses amendment, A stetement has
been given here by others, I will be willing just to filo this and say
that onr interest is due to the fact that it will incrense the cost of
industrial alecohol, which is used in antifreeze solutions, which would
be an additional tax on the motorists, which we are opposed to,

S(’Enutor Crark, You want blackstrap to stay on the free list, do
you

Mr, Creverann, I do not think there should be this change, no sir,

Senator Crank, How about automobiles? Do you think we ought,
to put them on the free list?

Mr. Creverann, No,

Senator Crark, "That is all,

('The statement presented by Mr, Cleveland is as follows:)

STATEMENT BY WASHINGTON I. CLEVELAND, REPRESENTING
AMERICAN AUTOMOBILE ASSOCIATION, BEFORE THE SENATE
FINANCE COMMITTEE, MONDAY, AUGUST 9, 1037

My, Chairman and members of the Senate Finance Commitice:
As an organization of car owners, who represent one of the largest
consumer markets for industrial alcohol as anti-freezo solutions, the
American Automobile Association is vitally interested in an amend-
ment contained in the sugar bill (H. R, 7607), as it was passed by
tho House,

This amendment provides for an excise tax on inedible molasses
when used in the manufacture of industrinl aleohol, Therefore,
it would undoubtedly result in a substantial boost in the price to
motorists, who use from one-fourth to one-third of the annual output,

In this connection, wo might remind you that the Congress has
just. continued the series of special motor excise taxes for another

years, Thug the amendment to the sugar bill proposed another
tax that will bear heavily on car owners, and at a time when mo.
torists are bearing an unreasonable share of the total tax burden,

Wo are fully aware of the importance of the farm problem and
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the need for raising farm income. But we do not believe that
motorists—and farmers own nearly a fifth of all vehicles—should be
singled out for a disproportionate share of the cost, even if the
amendment in question would bring the desired aid to agriculture,

Witnesses for the Chemical industry who are familiar with aleohol
production costs and the details regarding the effect the proposed
tax on blackstrap molasses would have, will undoubtedly present
tull information to your honorable committee. For this reason, I
shall only urge that the Senate Finance Committee refuse to sanction
another indirect tax on motorists,

The CHarmraran. Mr, Denny,

STATEMENT OF HENRY W. DENNY, VICE PRESIDENT, COMMERCIAL
SOLVENTS CORPORATION

The Cramrman. I nnderstood you wanted to place in the record
something,

Mr. DexNy. As a matter of fact, here is a variety of industrial
chemical products made from molasses. We would just like to place
this in the record in opposition to the Lucas amendment covering the
(luty on molasses.

(The statement submitted by Mr. Denny is as follows:)

Hon. Pat HARRISON,
Chairman, Sendte Finance Committee,
Washington, D. C.

MOLASSES AS RAW MATERIAT, FOR TIHE MANUFACTURING OF INDUSTRIAL CHEMICALS

There are four manufacturers in the United States who are now producing
from molasses a special class of industrinl chemicals essential to industry,
to medicine, and to scientific pursuits. These chemical products, now made
from molasses, are of major importance to the automobile industry and to
more than 40 other basie American industries.

Comimercial Solvents Corporation, the oldest and perhaps the largest of these
four companies, has factories located in the heart of the grain belt at Terre
Haute, Ind.,, and Peoria, Ill. The plants were thus located because the
manufacturing operations were founded on the use of corn as a raw mate-
rial, and up to a few years ago no other raw material was used. But in
recent years large oil companies have made the same products which Com-
mercial Solvents manufactures—or products which substitute therefor—from
waste gases obtained as byproducts of their nil-refining processes. With the
advent of competition from products made fr. . waste manufacture of indus-
trinl chemicals, as well as in the byproducts of patroleum refining, Commercial
Solvents sought a less expensive raw material than grain., As a result of
this research, new processes of manufacture were developed, based on molasses
as raw material. This use of molasses as raw material instead of corn was
forced by competition from petroleum, and it is of the utmost importance to
you gentlemen in your deliberations to appreciate that in the chemieal industry,
as well as in the industrial-aleohol industry, molasses is not competing with
corn or other grain., The competitor of corn in the manafacture of chemicals
and industrial alcohol is petroleum.

Any increase in the cost of molasses brought about through an import or
excige tax cannot result in the use of one additional bushel of corn for the pro-
duction of industrial alcohol or chemical products. Such a tax would simply
tend to destroy an industry which is set up physically and technically to utilize
grain for the production of industrial chemicals at that future time when grain
may beecome competitive with petroleum,

Worthy of serious consideration in connection with any thought of imposing a
tax upon any natural product of byproduct, be it grain or molasses, is the dis-
couraging effeet which such tax must have on the extensive research now going
on to broaden the industrial usé of farm products and so provide a market for
farm surpluses.
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In closing, it should again be pouinted out that in the manufacture of industrial
chemicals, as well as in the manufacture of industrial alcohol, molasses is in
no way competitive with grain. It is petroleum, not molasses, which now pre-
cludes the usc of grain for the manufacture of widely used industrial chemiecals
and industrial alcohol,

We, therefore, respectfully urge that lines 9 to 12 on page 26 be deleted from
H. B. 7667 and that the words “or for the distillation of alcohol” be reinserted
in line 21 on page 20.

Respectfully submitted. :
COMMERCIAL SOLVENTS CORPORATION,

By Henry W. DENNY, Vice President.
(Signed) IIexky W. DEXNNY.

The Cuairyax, Colonel W. C. Rigby, counsel for Puerto Rico.

STATEMENT OF HON. WILLIAM CATTRON RIGBY, COUNSEL FOR
PUERTO RICO

Mr. Rieny. I cannot add much more, Mr. Chairman, to what has
been said by the representatives of the industry in Puerto Rico and
Doctor Gruening. I have here a brief statement which I had handed
to Mr. Quinn and he asked to put it in the record, and I ask to put
it in the record.

The Cramrman, Very well. ) )
(The memorandum presented by Colonel Rigby is as follows )

Wirriam CatrroN Ricny,
Counsel for Pucrto Rico, Southern Ruilding,
Washington, D. C.

Avgust 9, 1937.

Memorandum, re Sugar bhill, I1. R. 7667.

The Government of Puerto Rico is heartily in sympathy with the general
purposes of this bill. Some features are, however, unfair to Puerto Rico, The
basic raw sugar quota estimated to allow us only 798,000 tons, substantially
lower than Puerto Rico’s quota under the Jones-Costigan Act, and very much
lower than its normnal sugar production, will materially add to the unemploy-
ment problem.

Section 207 (b) limiting the portion of its quota that Puerto Rico may ship
as refined sugar, and prohibiting Puerto Rico from processing more than a
certain amount of its own sugar, is a direct discrimination between American
citizens in the mainland and American citizens in Puerto Rico. It is not properly
a part of an agricultural quota system. It has nothing to do, directly, with the
use of land. Puerto Ricans, equally with Virginians, New Yorkers, lowans, or
Texans, are entitled to the basic constitutional rights of equality before the laws,
freedom of contract, and of commerce. There is even an added responsibility to
Puerto Ricans because of their territorial status, not represented by Senators
and Represenatatives with voting power., They are proud of their citizenship,
and correspondingly sensitive to injury.

Puerto Rico is a good market for the mainland, to be encouraged. It cannot
raise its own food; has no substantial manufactures. Its food comes from
mainland farmers; machinery and utensils from mainland manufacturers. With
its dense population, more than 500 to the square mile—a farming community
with almost one person to every acre—It could not raise enough beans or peas
or other foodstuffs to feed itself. It must ralse high acre value crops to trade
for food from the mainland. Sugar is the great staple, An acre producing an
average of 3% tons of sugar will bring at a market price of $3.45 per hundred-
welght, a gross return of $240 that will buy, for example, the rice raised
on 445 acres in Louisiana ; the wheat from 13+ acres in the midwest, the beans
from 6 acres, the potatoes from 2 acres, the corn from 9% acres.

That is why the little island of Puerto Rico, with a total gross acreage for
the entire island, including mountain tops and forests, of only -around 2,200,000
acres, bought last year, 1936, as much as $86,350,000 worth of goods,—largely
food—from the mainland., That Is to say, more than $43 was brought from
the mainland.last year, for every single acre of the entire island acreage. That
18 a good market for the mainland. The lttle island bought more mainland
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goods than any other area in the New World, except Canada. Tt held up steadily
during the depression. It Is not a luxury market, not a fairweather market,
but is a dependable constant market for necessities.

(Signed) WiLLiaM CATTRON RIGBY,
Counsel for Puerto Rico.

Mr. Rioey. I just want to say one word about the effect of the re-
striction on the refined sugar, because that seems to us, representing
the government of Puerto Rico and the American citizens in Puerto
Rico, something that really does not have anything to do with a bill
fixing quotas on the output of the land at all.

It is an industrial matter. It is the same in substance as saying
to steel manufacturers, “That you smelt so much iron and ore at
Pittsburgh, and no more,” or “That you may not smelt iron and ore
in Chicago, but must smelt a certain amount of it in Pittsburgh.”
It is an interference with the basic American right of manufacturing
one’s product in one’s own way, and it seems to us wholly different
from the other matter.

Now, as to the restrictions on the mainland refineries some question
was asked. As T understand it there is no restriction in this bill
as to the output of any mainland refiner. The total amount permitted
to come into the United States under this bill is the total amount of
the United States consumption, what would come in any way and any
refiner on the mainland has the right to refine any portion of that
that he pleases or that he economically can, whereas the refiner in
Hawaii or in Puerto Rico is told, “You may not refine more than
such and such a portion.”

We want to call that to your attention.

The Ciratrman. Thank you very much.

Is Colonel Eager in the audience?

STATEMERT OF LT. COL. HOWARD EAGER, BUREAU OF INSULAR
AFFAIRS, WAR DEPARTMENT

Mr. Eacer, Mr, Chairman, this bill has been examined in the War
Department, solely with reference to its relations to the Philippines
Independence Act. The War Department has suggested two amend-
ments, one of which is already in the bill, having been taken care
of in the House by an amendment introduced by the Chairman of
the House Committee on Agriculture. It provides that in no case
shall the quota for the Commonwealth of the Philippine Islands be
less than the duty-free quota now established by the provisions of the
Philippines Independence Act.

We simply ask that that provision remain in the bill,

There is another amendment which the War Department suggests
to the committee. It is more or less academic, but I think it should
be in there as a matter of principle. In the bill, page 8, lines 18 to
22, the provision which now reads:

Any portion of such sugar which the Secretary determines cannot be sup-

plied by domestic areas and Cuba shall be prorated to foreign countries
other than Cuba on the basis of the prorations of the quota then in effect

for such forelgn countries.

Senator Warsu. You desire that stricken out?

Mr. Eacer. No. We suggest that that be amended by including
with the foreign countries the Commonwealth of the Philippines. In
other words, if that is not done there would be a discrimination
agaifist the Philippines as compared to foreign countries.
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Senator Brown. It would put the Philippines on an equality ¢

Mr. Kacer. Yes; our proposed amendment would. it stands
now the foreign countries would get any excess quota. I said that
that is an academic proposition. .

Senator Crark. That is on the theory that the Philippines are
neither a foreign country nor subject to domestic action?

Mr. Escer. As the bill reads now.

Senator CrLark. So if you do not put in that amended sorm they
would be put in a class beiiow that of a foreign country ¢

Mr. Eacer., They are excluded altogether.

Now as a matter of fact the way it works out under the present con-
ditions, it is impossible for the Philippines to import into the United
States full duty sugar. However, should the circumstan«s change
for some reason, at least they should be put on an equality vith forei
countries in enabling them to ship in full duty sugar in excess of the
amount provided for free sugar under the Tydings-McDuifey Act.

I have this amendment here that I would like to submit.

Senator Warsu (Acting Chairman). The amendment may be put
in the record.

(The amendment proposed by Mr. Eager, on behalf of the War
Department, is as follows:)

Page 8. Lines 18-22, change to read:

“Any portion of such sugar which the Secretary determines cannot be supplied
by domestic areas and Cuba shall be prorated to the Commonwealth of the
Philippines and to foreign countries other than Cuba on the basis of the pro-
rations of the quota then in effect for the Commonwealth of the Philippines and

for such foreign countries.”
Senator Brown. Was that point raised in the House hearing?
Mr. Eacer. It was not raised in the House and it was not included.
Senator Brown. Isthere any objection to it, so far as you know ¢
Mr. Eacer. Not so far as I know, :
hSenator Brown. I think that probably you would have to cover
that.
Mr. Eacer. I think probably the wording was defective.
The CrHAIRMAN. Who is the next witness? I want to get to one or

two here. Then call Mr. Boyd J. Brown, president of the Virgin
Islands Co. .

STATEMENT OF BOYD J. BROWN, PRESIDENT OF THE VIRGIN
ISLANDS Co.

Mr. Brown. I represent the Virgin Islands Co., the Island of St.
Croix, and for the same reason that has been expressed here by the
other representatives from the Territories, the objection here is on
the matter of discrimination. In other words, in connection with
direct-consumption sugar.

Senator Warsu. Your position is the same as Dr. Greuning’s?

Mr. BrowN, Yes.

Senator Warsu. And these representatives of Puerto Rico?

Mr. Brown. Yes,

The Cramrman. Thank you very much, Mr, Brown.

Is Mr. Charlton Ogburn in the audience, representing the Ameri-
can Federation of Labor? I understand he wanted to place some-
thing in the record. He has that permission if he wants to.

Is Governor Cramer in the audience?

.
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STATEMENT OF HON. LAWRENCE W. CRAMER, GOVERNOR OF THE
VIRGIN ISLANDS

Mr. CraMer. I want to support everything that has been said by
Dr. Gruening in behalf of the Virgin Islands, and urge the deletion of
section 207 (c) of this bill on the ground that it i1s discrimination
against the citizens of the Virgin Islands, who are citizens of the
United States. We there would be happy to accept any restriction
on volume that is placed on any other part of the country.

Senator Warsir. How much refining do you have there?

Mr. Cramer. None whatsoever, and we feel that this question is a
discrimination against the citizens of the United States, in if there
is to be a restriction on citizens, it should be a general vestriction.

The Cuarrman. Thank you very much.

Without objection, the committee will adjourn until 2 o’clock, at
which time we will hear Mr, Charles M. Kearney, who is the only
other witnesses except some representatives of the departments.

(Whereupon, at 12:10 p. m., a recess was taken until 2 p. m. of
the same day.)

AFTERNOON SESSION

. The Cuamrarax. The committee will be in order. Is Mr. Kearney
in the audience?

STATEMENT OF CHARLES M. KEARNEY, PRESIDENT OF THE
NATIONAL BEET GROWERS ASSOCIATION

Mr. Kearney. My full name is Charles M. Kearney. I am presi-
dent of the National Beet Growers Association, which is an organi-
zation representing the sugar-beet farmers of eight Western States.
My residence is Morrill, Nebr.

The Cramrman. Proceed, Mr. Kearney.

Mr. Keagney. Mr. Chairman and gentlemen of the committee, I
only desire to make a brief statement, and before I proceed with it,
I would like to make an informal statement concerning the sug-
gestions of the representative of Cuba who testified that there was
no emergency at the present time, and, if I remember correctly he
said that this is permanent legislation. :

As we understand it, it expires December 31, 1940, and runs approx-
imately 214 years. There is an emergency, as far as the sugar-beet
farmers are concerned, and we just must take exception to any such
implications, that we are not in a situation which needs some relief.

The Jones-Costigan Act and its operation since 1934, when it was
enacted, has been a very substantial help to us, but we faced a court
decision in 1986, and we have no relief except the reenactment of the
quotas. It might do the job completely. There is a very decided
emertgency existing among sugar-beet farmers of the West.

I feel that it is fair to state to you, gentlemen, that we are seri-
ously and earnestly needing some sugar legislation,

The members of this committee, I am sure, recogize the importance
on the agriculture of the West of sugar beets. More than 70,000
farmers each year raise sugar beets on approximately 1,000,000 acres
of land and extensive livestock-feeding operations, directly connected
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with the industry, are carried on in the areas where sugar beets are
produced. The sugav-beet farmers, together with their families, field
workers and their families, and other laborers, comprise several
hundred thousand people, whose support and welfare are in whole, or
in part, dependent upon the industry. -

I know that this committee is familiar with the origin and history
of the Jones-Costigan Act and sugar legislation, which I have just
referred to as being very beneficial in stabilizing, or going a long way
in stabilizing, the sugar industry and the sugar beet farming industry
in particular.

The problem resulting from the depression and the reduction of
the tariff on sugar—and particularly the preferential reduction
granted Cuba under our existing reciprocal trade agreement have
continued the need for legislation.

The experience under the operation of the quota system and the
accompanying benefit payment and tax program, which latter ter-
minated after the decision in the Hoosac Mills case. shows that the
program was sound and operated successfully in stabilizing the sugar
industry as a whole and in restoring to sugar beet and sugarcane
farmers a fair income from their crops.

It must be obvious how vitally important and necessary it is to
the sugar beet industry, and the many persons dependent upon it,
that sugar legislation be passed at this session, continuing such a
program.

Because of the Hoosac Mills case and the failure of Congress to
enact a complete sugar program last year, although the quota system
was continued, farmers were deprived of benefit payments on their
1936 sugar beet crop, contemplated by that program.

This year these farmers are faced with an even more serious situa-
tion if there be no legislation. Not only will they again receive no
payments for their crop, but, in addition, the quota system will ex-
pire at the end of this year with resultant loss of its stabilizing
influence and a consequent reduction of price levels of sugar below a
point at which sugar beets can be probably grown.

In anticipation of the termination of the quota system, this price
decline undoubtedly will occur long prior to the expiration date of
the quota system.

The situation is further accentuated by the fact that farmers
throughout the country have entered into contracts for the produc-
tion of sugar beets for the current crop year and have employed
laborers and entered into labor contracts at substantially increasecd
wage rates, relying upon the passage of sugar legislation in accord-
ance with the President’s message to the Congress of March 4, 1987,
recommending the passage of such legislation.

If such legislation be not enacted, these farmers are presently
faced with_ irreparable loss, and, unless the principles of a quota
system and payment to farmers be enacted, the raising of sugar
beets in many'areas will be abandoned, and the economic existence
of the entire beet sufgm' industry will be seriously endangered. T can-
not urge too strongly that your Committee exert every effort to enact
sugar legislation immediately, .

ven though sugar legislation might be enacted at an early date
during the next session of Congress in 1938, that could not obviate
8467—37——10
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the losses which the farmers would sustain with respect to the mar-
keting of the current crop sugars, due to the immediate depressing
effect which uncertainty witﬁ respect to future sugar legislation
would have on current sugar prices,

I desire to comment upon certain specific provisions contained in
the proposed legislation,

First, is the matter of the quota for the domestic sugar beet area.
Domestic sugar producers, whom I represent, object in principle to
any reduction in quotas for the domestic beet area from their basis
established in the Jones-Costigan Act, or any decreases in the relative
percentage of participation in increases in consumption, but, at the
same time, appreciate the practical difficulties confronting Congress,
at this time, with respect to a reallocation of quotas, which circum-
stances apparently make necessary. Therefore, in view of the short
duration of the proposed legislation, which expires on December 31,
1940, we are willing temporarily to forego this principle and con-
tribute a portion of the quota, which the domestic beet area received
under the Jones-Costigan Act, for the purpose of such reallocation.

Senator Crarx. How much contribution does that amount to?

My, Kearney. 63.000 tons, Senator.

Se]anator Crarg. Can you give us the percentage that was of the
total?

Mr. Kearney. 63.000 tons out of a quota of $1,550,000. T may add
at this point, that based upon an excise tax of 50 cents per hundred-
weight on raw sugar, we are satisfied with the rate for benefit pay-
ments of 60 cents per hundredweight on sugar raw value. Our posi-
tion, however, was, and is, that if the rate of tax were 75 cents, thoy
'tzhe rate for benefit payments should be in the same amount, namely,

5 cents,

Senator Vanpeneera, What is the tax now?

Mr, KearNey. 50 cents and the payment 60 cents, Senator.

There is no provision in either bill for the abatement of the tax
on unsold sugars, held by the manufacturer at the termination of the
tax. The tax imposed attaches at the time of manufacture and is

ayable as and when the sugar is sold, being ultimately payable,
fowever, whether the sugar be sold or not, 12 months after manu-
acture. '

Beet sugar is manufactured each crop year during a period of
3 or 4 months and is sold over a period of approximately 12
months. Consequently, whenever the tax terminate, the beet sugar
industry will have substantial inventories of sugar on hand, upon
which the tax will be ultimately payable,

Senator TownseNp, May I ask a question?

Mr, KearRNEY, Yes, sir.

Senator Townsenp. Does this affect floor stock in manufacture?

Mr. Kearney. No, sir, it does not. The old Jones-Costigan Act
had a floor stock tax.

These inventories on hand will be sold after the termination of
the tax in competition with refined sugar, manufactured or imported
from foreign countries, after the termination of the tax, and upon
which no tax therefore will be payable.

This will place the beet sugar industry at a distinet competitive
disadvantage with these tax-free sugars and result in a substan-
tial loss to both sugar beet farmers and sugar beet processors, the
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farmers bearing that proportion of such loss, since the price they re-
ceive for sugar beets is determined by the net price received by
the beet processor for the sugar sold.

It seems only fair, therefore, that this loss should be avoided by
providing for the abatement of the tax on sugars unsold and on
hand when the tax terminates. To accomplish this provision for
abatement we suggest the following amendment to the Senate bill:

At page 28, line 7. Substitute “semicolon” for “period” and add
the following:

“and that, if and when the tax ceases to be in effect, no return or
payment of the tax with respect to such sugar which has not been
so sold or used shall thereafter be made.”

The amendment does not contemplate the refund of any taxes
paid upon sugar, . .

'The remaining suggestion is directed to the provision in the Heuse
bill, which continues the excise tax on sugar until June 30, 1941,
notwithstanding the fact that the quota system established termi-
nates 6 months prior thereto, on December 31, 1940,

It is our understanding that the tax and quota provisions are
complementary, The President in his message to Congress on
March 1, 1937, stated :

I recommend that neither the quotas nor the tax should be operative alone.

This amendment was inserted in the House bill as passed, as a
committee amendment, immediately prior to its passage and had
not appeared in any bills under consideration prior to that time.

Congressman Jones stated to the House that the purpose of the
continuance of this tax until June 30, 1941, was * . . . so that
the tax will apply uniformly on the whole year’s crop.”

It is unnecessary to extend the tax to accomplish this purpose
because practically the whole year’s crop in all producing areas has
bee(x)l harvested and manufactured into sugar prior to December 31,
1940,

After the termination of the quota system, obviously the imposi-
tion of a tax, even for a 6 months’ period, in the absence of any
program as a substitution for a system, would be a cumulative factor
in bringing about a serious decline In price levels. As a result,
even though benefit payments be made to the farmers on account of
sugar which was sold during that period, the purpose and effect,
of such payments would be in q large degree defeated.

It follows, therefore, that the continuance of the tax, after the
quota system has terminated, would result in a severe foss to the
farmers. We therefore ask that the tax terminate on December 31,
1940, as originally provided.

I point out in this connection that, whether the tax be continued
or not, a provision for the abatement of the tax upon its termination
should be included in the bill.

May I again urge that we have sugar legislation before the ad-
journment of this Congress,

Senator Vanpenpere. Mr. Kearney, before leaving the stand, what
have you got to say about the price-control formula in section 201%
Can you tell me what it means?

Mr. Kearney. I cannot. I do not know what it will mean to farm-
ers. I have discussed it frequently wivh gentlemen in the Depart-
ment of Agriculture, and they have indicated that there were not sta-
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tistics or data available which would enable them to determine defi-
nitely what that would mean to us.

Senator VaNbeENBERG. Do you think it is possible to obtain the type
of information which is described here?

Mr. Kearney. I would not say it was impossible, but I feel like it
is almost a herculean task.

Senator VanpeENpera. I guess that is the same thing, as far as T am
concerned.

The Cuamrman. Any other questions?

Senator Crark. Mr. Kearney, what is the attitude of your associa-
tion toward subsections (a), (b), and (¢) of section 207 of this bill?

Mr. Kearney. Senator, that is, of course, a very controversial prop-
osition. We are interested in obtaining sugar legislation,

Senator Crark. Does your association have any objection to strik-
ing out the old subsection ?

Mr. Kearney. I would just say that we have considered the bill as
passed by the House as fair under all the circumstances.

Senator Crarx. It depends upon whom it is fair to. I would like
to ask whether your association has any objection to subsections
(a), (b), and (c) of section 207. In other words, this much is true,
is 1t not, Mr. Kearney:

That for at least 40 years, ever since I can remember, there has
been a conflict all over the United States and more or less a conflict
between the beet sugar producers and the cane sugar producers?
That is true, is it not?

Mr. Kearney., That seems to have been true; yes, sir,

Senator Crark. And there has also been a great conflict between
the cane sugar producers and the beet sugar producers and the cane
sugar refiners. You are familiar with the efforts of the Govern-
ment to break up the so-called Sugar Trust, represented I under-
stand in large part by the American Cane Sugar Refining Co. That
is an old struggle, is it not?

Mr. KearNey. I have heard it said.

Senator CLArk. Now is this true or is this not true, Mr. Kearney :
That in the framing of this bill the basis of agreement on the bill
was without any reference to the merits of the Bill but with respect
to those interests and sections in the sugar industry which had votes
in the Senate and House? In other words, is not the only reason
for the inclusion of subsections (a), (b), and (¢) of section 207, the
fact that there are certain sugar refiners located in certain Eastern
States which have nothing to do with the production of sugar?

Mr. Kearney. Senator, I would say this——

Senator CLark, Now I think that is a fair question, Mr. Kearney.

Mr. Kearney, Yes; and I will try to answer it.

Senator Crask. All right, sir.

Mr. Kearney. The Jones-Costigan Act. had such provisions in it.
It operated successfully, so far as beet farmers were concerned,
rather successfully. I think possibly more successfully than any
other of the Agricultural Adjustment programs which operated in
the West. .And the President on March 1, 1937, said that he urged
the Congress to reenact the principles of the Jones-Costigan Act.

And, further than that, in conjunction with Senators O'Mahoney
and Adams—I do not know whether either one of them is here,
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but I happen to know something about it—the Department of
Agriculture prepared a bill.

Senator Crarx. Do I understand that the Department of Agri-
culture is in favor of this bill as it passed the House? .
Mr. Kearxey. I could not speak for them as to that. I have not

talked to any of them since, but I assume they are not.

Now then, the bill contained the provisions referred to. After the
President’s statement, the Beet Growers’ Association took a position
that we could and would go along with the reenactment of the
principles of the Jones-Costigan Act. I thought that was a fair
position to take. . .

The Department had prepared that bill, T have been reliably in-
formed, and Senators Adams and O’Mahoney introduced it in the
Senate, and Congressman Jones in the House.

That position has been continued; namely, that a reenactment of
the principles of the Jones-Costigan Act were entirvely satisfactory
to us.

Senator Crarg. What I am getting at, Mr. Kearney, is this:

There was no community of interest between your Association
and the cane sugar people on the Atlantic Coast?

Mr. Kearney. That is correct.

Senator Crark. Either economic or in any way, to the present
joint support of the measure which passed the House?

Mr. Kearney, That is correct, and if they support the measure
and we do, we are both supporting it. .

. Senator Crirk. Yes, sir, I can observe that by looking around
here.

Mr. Kearney. If Louisiana supports it, they are supporting it,
and if Florida does not, they are not. I cannot see the connection
between that.

Senator Crarg. Yes, sir, and is not this true, that if Puerto Rico
and Hawaii had votes in the House and Senate, they would have been
taken in on the split, too? ’

Mr. Kearney. I do not know. They were consulted in the prep-
aration of the original bill, as I understand.

Senator Crark. To put it more bluntly, Mr. Kearney, on last
Friday in the debate in the House, Congressman Cummings, one
of the outstanding supporters of the measure and, as I understand
it, one of the principal champions of the beet-sugar industry, said,
in referring to these subsections (a}, (b), and (c) of section 207:

If these two provisions were cut out, it would not make a bit of difference to
‘the beet growers of the United States.

Is that correct or not in your opinion?

Mr. Kearney. In my opinion, that is not entirely correct.

Senator Crark. What modification would you make in the
remarks? :

Mr. Kearney. We have been advised by the people who market our
sugar, our processors, that frequently it does make a difference.
The imported refined sugar tends to have a disturbing effect on the
market which we obtain for our sugar.

Senator CrArk. You mean to say that you are informed by the
processors of the beet sugar that you get a better price for your beets
1f Hawaiian sugar or Puerto Rican sugar is refined in Massachusetts,
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Connecticut, or New Jersey than if it is refined in Hawaii or Puerto
Rico?

Mr. Kearney. I would like to suggest this:

That I heard a gentleman representing Mr. Hershey, I think—
his name has slipped my mind—state in the House hearing they sold
their refined sugar for 5 cents per hundredweight less than cane
sugar was selling for in this market in the United States.

ur processors who have marketed our sugar have repeatedly
told us that the refined sugers coming in had a disturbing effect on
the market. '

Senator Crarx. Mr. Kearney, is not that a little different proposi-
tion, the effect of sugar coming in from Cuba on the market, rather
than the question of sugar produced in the United States territory,
the question of where it is refined? I can understand that the Cuban
question is a very complicated one and a diiferent one.

Mr. Kear~ey. It is, sir.

Senator Crark. Because they are outside the United States and
the question of tariff enters in, and other considerations which are
essentinlly different?

Mr. Kear~ey. It does, sir,

Senator Crark. But this question which I am asking you has to
do entirely with the question of whether sugar produced in American
territory 1s refined in the territory in which it is produced or refined
somewhere else? Does that affect the beet-sugar industry in any

way ?

gh'. Keanney, It does, It comes into the State of California.
Our growers’ association out there have complained on various
occasions that the imports of refined sugar have a depressing effect
upon their market for their beet sugar. Our association out there
is on record to that effect. I have never been there.

Senator CLArRk. Are you familiar with the subject so as to give
an explanation as to why that is true?

My, Kearney., No; I am not. I am not a marketing expert.

Senator CLarx. I unders-and, and I am not trying to ask you any
questions on anything on which you are not prepared to testify.

Mr. Kearsey. I am just passing on to you the situation which
has been brought to our attention by our processors who market
our sugar, and the growers who have been up against that kind of
competition,

Senator Crarx. Mr. Kearney, just to be frank among us girls—-

Mr, Kesrney. How about the rest of the boys?

Senator Crark. Is not this the fact: That you are for the bill as
it passed the House because you think that subsections (a), (b), and
(c) of section 207 insure you some additional votes in the Senate to
pass the bill, and that Hawaii and Puerto Rico are left out because
they have no votes in the Senate? . :

Mr. Kearney. No, that was not the reason. We are for legisla-
tion, Senator. We need legislation in the beet sugar industry.

Senator Crarx. That is a very laudible position, but what I am
asking you is, is not the basis of your support of this controversial
section that you think it will promote the passage of the bill rather
than the justice of the provisions in the section?

Mr. Kearney. We have not particularly supported that contro-
versial section; we have supported the bill that the House of Rep-

a
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resentatives felt was fair and passed. So I cannot say, “Let us
overturn that.”

We won’t get any legislation, possibly, if we insist on a new pro-

ram,
8 Senator Crarx. Would your association have any objection to the
deletion of section 207? -

Mr. KearNey. Our association would not object to any legisla-
tion that this Committee, or the Congress of the United States, gives
us. We will be for it.

Senator Crark. That is all.

The Cuamsran. Thank you, Mr. Kearney.

ML;. Bourg, you wanted just a few minutes on the sugar beet ques-
tion !

Mr. Bourc. Yes, sir.

STATEMENT OF CLARENCE BOURG, REPRESENTING THE FARMERS’
AND MANUFACTURERS’ BEET SUGAR ASSOCIATION OF SAGINAW,
MICH.

Mr. Boura. My name is Clarence Bourg, representing the Farm-
ers’ and Manufacturers’ Beet Sugar Association of Saginaw, Michi-
gan,

The growers of Michigan, Ohio, Indiana, and Wisconsin, of which
there are 22,000 growing beets directly

S(}mator Crark. Whom do you represent, Mr. Bourg? I did not
catch it.

Mr. Bourg. The growers of Michigan, Ohio, Indiana, and Wiscon-
sin who do not belong to Mr. Kearney’s National Beet Growers’
Association. :

Senator Crark. Do you have an association of your own?

Mr. Boure. Yes, sir.

Senator Crark. Or do you represent them voluntarily? In what
way do you appear? '

Mur, Boura. I appear as their representative.

Senator CLark. Are they organized?

Mr. Boura. Yes, sir.

Senator Crark. What is the name of the organization?

Mr. Bourc. Farmers’ and Manufacturers’ Beet Sugar Associa-
tion. That is the federation, but they have their locals in each fac-
tory district.

The necessity of this legislation is well known, I am sure, to the
Committee, but we would like to emphasize agein the fact that the
Secretary of Agriculture and other officials of the Department of
Agriculture have repeatedly promised that there would be legislation
this year, or a program, rather, with benefit payments and with quota:
control, and the growers of our area particularly planted beets with
that understanding, and we are most anxious, of course, to have legis-
lation. We are agreeable to the Jones bill as it passed the House,
because it represents many months of very hard work and a series
of compromises.

Naturally, we are not in favor of all provisions of the bill, par-
ticularly where the beet areas are deprived of their participation
in the entire amount of the increased consumption since the Jones-
Costigan Act was first passed, That amounts to 230,000 tons in all,
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as the minimum basic quotas of all areas has been increased from
the original 6,452,000 up to a total of 6,682,000,

Senator Crark. Where does the increase and consumption go in
the quota set up in this bill?

Mr. Boure. After the quotas are exhausted, then all areas except
the Philippines and other foreign countries, that is, other than Cuba,
all excepting those who receive their shares of the increased con-
sumption in accordance with the percentages in the Jones Act.

But the Philippines are not expected to increase their quota be-
cause they are not willing to pay duty on sugar.

Senator Crark. I do not want to keep interrupting you, but what
is the basis of your complaint? What do you think ought to be
done with respect to that increase?

Mr. Bourae, The increase of consumption under the Jones-Costigan
Act was divided by giving the first 30 percent to the continental
area, and the beet area of course participated with the continental
cane area. That reference has been eliminated and in addition
thereto Cuba has been put in a preferential position with the do-
mestic areas and now participates on the same basis as any domestic
area; and that, in addition to the fact that the continental cane

uotas have been increased, has deprived the beet area of their
share of this increased consumption, which Mr. Kearney estimated
at 63,000 tons, but we are willing to go along with the bill because
the basic quota is allowed to remain at 1,553,000 tons.

We still believe in unrestricted production of sugar in continental
United States, because it is a nonsurplus crop, but evidently the
Administration is insisting upon having quotas, and, therefore, we
yield on that, although we still believe in the principle.

If there is to be any increase at all in the quotas of any areas, cer-
tainly the beet area should be given its proportionate increase so that
its relative position will remain the same.

Now, as to section 201, we have been unable to understand it, and
it has never been explained. We would like to join the other areas
in requesting that the Department of Agriculture witness be asked
to explain it, so that we may know what the meaning of this new idea
of price control in sugar legislation is, and how it will affect the
growers, because it is now based on a five-crop proposition, and in
the case of Michigan, Ohio, Wisconsin, and Indiana the competitive
crops there are perhaps such that corn would be included, but in all
other cases crops like beans, tomatoes, et cetera, would not be con-
sidered, and if a grower is going to determine whether he plants
beets or something else, the basis of his profits certainly shou{d not
be what the cotton grower in the South makes, or what the wheat
grower in other parts of the country makes.

Senator Crark. Whom do you understand under this section
determines that?

Mr. Bourg. The Secretary of Agriculture, but we have no means
of ascertaining or anticipating how it will be done, because we have
taken the Bureau of Agricultural Economics statistics for the past
10 years, and they show that all these five principal crops have lost
money. - =

Senator Crarx. If you guess one way and the Secretary of Agri-
culture guesses another way, you are simply out of luck?

Mr. Boura. I am not so-sure that we are not that way anyhow.
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Sugar is a nonsurplus crop, and, therefore, certainly should be
considered in terms of legislation quite differently from surplus
crops. The Senators know a lot more about that than I do, but I
think for the record it can be stressed that it is necessary to approach
the subject on an entirely different basis. .

An attempt was made under the Agricultural Adjustinent Adminis-
tration to insert sugar as one of the basic commodities but when they
did it they found it was necessary to insert amendments which were
in themselves a completely new and different program. Therefore we
are unable to understand, and we hope that the Department will ex-
plain in advance, exactly how this is to affect us.

We are willing to accept the Jones bill, and we hope that there
will be legislation, because legislation is absolutely necessary to the
beet growers of our area.

The Cuairmax. Thank you very much.

Senator Townsenp. Did you say that you represent the beet
growers?

Mr, Boure. Yes, sir.

Senator TownsEnp. Were you before us Saturday ¢

Mr. Bourc. I represented the Louisiana growers at that time.

The CrAIRMAN. l}s Mr. Montgomery in the audience?

Mr. MoxTcoMERY. Yes, sir.

STATEMENT OF D. E. MONTGOMERY, CONSUMERS’ COUNSEL,
AGRICULTURAL ADJUSTMENT ADMINISTRATION

The Cuairman. Mr. Montogemery, you are consumers’ counsel
of the A. A. A. Do you desire to make any statement at this time
with reference to this matter?

Mr. Mo~ntcomERY. I was called by the secretary of the committee,
Mr. Chairman, to answer questions concerning this legislation, I
have not any prepared statement ready. I learned of it only at 12
o’clock this morning.

Senator La ForLerre. Mr. Montgomery, you are consumers’ counsel
in the Department of Agriculture, are you not?

Myr. MonTcomery. That is right, Senator.

Senator La Forrerre. Have you given any consideration to the
effect of this bill on the consumers?

Mr. MonTeomERY. Yes, I have.

Senator LA Forrerre. I would like to hear you discuss it from
the point of view of the consumers for a little while. I do not think
it would be out of place.

Mr. MontcomErY. The only way that I know of estimating the
cost of sugar protection to consumers would be to compare the prices
that are paid for sugar in the United States with the existing world
or uni)rotected price of sugar. Theoretically of course, you should
be able to compare the actual cost of sugar to us, within the pro-
tection wall, with what the world price for sugar would be if tﬁere
were no protection and the entire United States demand was thrown
into that market. We do not know what that world price would be,
and I think any calculations attempting to arrive at it would be
purely imaginary,

I point that out in order to show that the cost of sugar protection
to American consumers, when it is computed as we have done, upon
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the difference between the cost here and the actual world price, is a
larger difference or a larger cost of protection than we probably
would have if we could compute it against what the world price would
be without protection,

With that qualification, I should point out that it has been stated
by the Secretary in one of his pub{ished statements that the quota
system probably added about $350,000,000 to the cost of sugar to the
consumers in the United States in 1936. That figure is based upon
sugar in the raw basis, that is, the market value of sugar.

Mr. Miles has testified many times hefore congressional sugar com-
mittees and has submitted his method of calculating what additional
costs are added by protection from the time that the sugar is received
here in its raw state until it is finally consumed as sugar or in manu-
factured products. I think his estimate was that that mark-up of
sugar adds another $60,000,000 to the cost of production.

Senator Crark. That would make about $410,000,000 all told ?

Mr. Monteomery. That would make about $410,000,000 all told,
as I remember he figures it.

Senator Townsenp. Have you a break-down as to what it would
be per pound?

Mr. MonTeomERY. It amounts to something like 3 cents per pound
or about 3 dollars per year per person,

Senator VANDENBERG. How can you come to a conclusion of that
sort excepting if you also calculate what sugar might cost in this
country, if we were left at the mercy of foreign imports and the do-
mestic industry were entirely exterminated, as seemed to be the
original objective of the Agricultural Department ?

Mr. Mo~ntcoMERY. I do not know about the original objective. As
I pointed out at the start, I know of no way to compute with any
degree of accuracy, and it would be a mere guess as to what the cost
would have been in 1936 if we were buying our sugar entirely from
the unprotected world market.

Senator VanNpENBERG. It happened in 1920 or 1921, whenever it
was, when the domestic competition disappeared, and we did buy ex-
clusively under foreign pressure. How much did sugar sell for in
the United States at that time?

Mr. MoxtaoMERY. Of course at that time we had a very sharp in-
creals% in the price of all commodities in all markets throughout the
world.

Senator VanoenNsere. How much did sugar sell for?

Mr. Moxtrgomery, The average duty paid and the duty-paid price
of sugar in New York in that year was about $24 per ton, about
$24.70 per ton,

Senator Vanpenpera. What did the consumer pay?

Mr. MonTeoMERY. I do not remember exactly, Senator. I think it
;:"w] up in the neighborhood of 20 cents a pound. That may be too

igh,

%enator VanpenBera. I think so.

Mr. MontcomERY., There was a very sharp increase in the retail
prices of all commodities.

The CrairmaN, What was the average price of sugar in 1936, I
mean the retail price?

Mr. MonTcoMERY. About 5.60 cents per pound durihg 1936,

The Cuairman. That was the average selling price by the retailer
Jast year?
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Mr. MonTcomERY. That is the average price reported by the Bureau
of Labor Statistics at retail.

Senator Carper. Throughout the country?

Mr. Mo~nraomeRy. Throughout the countrf', based on reports from
61 cities. We do not get the reports from all gver the country.

Senator Carper. How does that compare with the price which other
people in other countries pay? .

r. MonTeoMERY. I do not have any prices with me as to what
they are in other countries. I could very easily get it, but I do not
have it here.

Senator VANDENBERG. Is it not a fact that the cost of sugar to the
-consumer today is less than the consumer pays in any country except-
ing England, where there is a direct bounty?

Mr. MoNTeoMERY. I do not know the facts in that regard but I
could very easily get them and furnish them to the committee.

Senator VanpeNeera. I would think that that would be of some in-
terest to consumers’ counsel. Go ahead.

Mr. MonTgoMERY. Are there any other questions?

Senator VaNDENBERG. Are you prepared to discuss section 201,
which is the price-control section?

Mr. MoNTcoMERY. No; I am not, Senator. I think that should be
discussed by other representatives of the Department, Senator.

Senator VANDENBERG. Is there somebody who understands it ?

The CairMan, We are going to have Dr. Bernhardt on the stand.

Senator La Forrerte. Have you considered this bill in any detail,
and have you any statement to make concerning the provisions of it
from the point of view of the consumers?

Mr. MonrteomEerY. No. If the measure was to contain protection
to consumers looked at from the consumers’ point of view I suppose
it would provide that the quotas would be so established that the
price in this country would not exceed the world price of sugar b
more than the difference in cost of production as found by the Tari
Commission. That would be approaching the matter entirely from a
-consumer point of view.

Obviously, any legislation, though, must be a compromise between
that point of view and that of the producers in this country.

The CuamrmaN, Anything clse?

Senator Crank. You are with the A, A. A., are you not?

Mr. MonTGoMERY, Yes, sir, Senator.,

Senator Crark. You would not undertake to tell us how many
former high officials of the A. A. A. have been up here today repre-
senting these various conflicting sugar interests in private capacities,
would you?

Mr. MonTaoMERY. No; I would not, Senator,

Senator Crark. I have heard it estimated as high as 15, and I won-
dered if that was correct.

Senator Vanpensere. There are some who are not here.

Mr. Monrtcomery. Many of those left before I came with the
A. A A, and many of them I have no memory of.

The Camman, Thank you very much. -

Mrs, Boyle wanted to make a statement, I understand. Is Mrs,
Boyle in the room? [No response.]

All right, Dr. Bernhardt,
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STATEMENT OF JOSHUA BERNHARDT, CHIEF OF THE SUGAR
SECTION OF THE DEPARTMENT OF AGRICULTURE

The Cramyan. Doctor, I understand that you did not voluntarily
appear, but you are here to answer any questions?

Mr. Bernuarpr, Yes, Mr. Chairman. )

The CuarmaN. The first question I would like to ask you is to
explain what these gentlemen seem to be dubious about, namely, with
reference to section 201.

Mr. Bernuarpr, Yes, sir. )

The CratrymaN. Now will you give them the benefit of your advice?

Mr. Bernuaror. The question which has been raised this morning
has been raised repeatedly before the House Agriculture Committee
and in the House hearings, and has been the subject of a great deal of
effort on the part of the Committee on Agricu{ture of the House to
readjust, but all of such efforts to my knowledge have resulted in
replacing the original language because any other standard that was
suggested either was toc indefinite or had some other difficulty, and I
understand that the House Agricultural Committee decided to retain
this standard.

Its origin is in the message of the President. On March 1, 1937,
the President presented his mnessage to the Congress on sugar, and
he pointed out, in recommending the reenactment of the sugar-quota
system, and its necessary complements, that it was necessary to pro-
tect the interests of each group concerned. Then he proceeded to set
forth those principles which he deemed important, of the principles
which had been embodied in the Jones-Costigan Act.

He outlined as the first principle, the protection of consumers, and
I quote from his message:

As a safeguard for the protection of consumers I suggest that provision be
made to prevent any possible restriction of the supply of sugar that would
result in prices to consumers in excess of those reasonably necessary, together
with conditional payments to producers, to maintain the domestic industry
as a whole and to make the production of sugar beets and sugar cane as
profitable as the production of the principal other agricultural crops.

Now the séction of the bill, about which question has been raised
here, merely implements the President’s recommendation to safe-
guard the consumer and provides that after the Secretary shall have
estimated the consumption requirements of consumers, much in the
same fashion as he has been doing for the last 8 years under the
original act, that he “shall make such additional allowances as
he may deem necessary in the amount of sugar determined to be
needed to meet the requirements of consumers, so that the supply of
sugar made available under this act shall not result in average prices
to consumers in excess of those necessary to make the production of
sugar beets and sugarcane as profitable on the average, per dollar of
total gross income, as the production of the five principal (measured
on the basis of acreage) agricultural ecash crops in the United States.”

That section is preceded by the congressional statement of intent
and purpose, which is: “in order that the regulation of commerce”,
under the act, “shall not result in excessive prices to consumers.”

Senator VanpeNsere. What are the five principal cash crops?

Mr. BernNmanor. They would have to be determined after investiga-

tion by the Secretary, aftér the act has been enacted. They might
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be different one year than in another year. The section says, “meas-
ured on the basis of acreage.” A

Senator VanpeNsera. What arve théy right now?

Mr. Berxuarpt. I have not the acreage figures before me. I think
that the crops which have been discussed are cotton, wheat, corn——

Senator Vanpensera. Oats? B

Mr, BernaArpr. Possibly oats.

Senator Vaxpensere. As a matter of fact. the five principal cash
crops are corn, wheat, hay, cotton, and oats, are they not?

Mr. Bernmaror. If they are measured on the basis of acreage,
according to your figures today, yes. I presume that statement,
which you have, must be figured on that basis. I do not know,

Senator Vanpenserc. Have you got any cost data respecting
these five crops at the present time?

My, BernHARrDpT, No, sir,

Senator Vaxpensere. Do you think it is physically possible for
your department not only to find the cost but to compare it with the
net income to the farmer and actually accurately measure the profit
to the farmer on each of these five crops, and then in connection with
sugar, too?

Mr. Bernmarpnt. Senator, after assisting in administering the
Janes-Costigan Act in the last 3 years, I am coming to the con-
clusion that almost anything is possible on sugar.

Senator Vaxpensere. But this is not confined to sugar. You must
find out the situation with respect to what is raised by the farmers of
the United States first.

Mr. Bernuaror. The flexible tariff provisions of the act, enacted
in 1922, with which I had some experience some years ago, adopted
the standard of costs with respect to tariff matters., At that time it
was said that it would not be possible to determine costs of produc-
tion in all these complicated industries, and, furthermore, if the
data were to be obtained on costs, that the standard would not pass
the courts.

Since that time not only has the United States Tariff Commission
repeatedly made findings on the basis of the differences in costs of
production with respect to tariffs, but also has had its findings and
the definiteness of the cost standard upheld by the United States
Supreme Court.

Now the difference between cost and price makes profit. The
determination of Yrice is not a mathematically difficult task. In fact,
the agencies of the Government are always compiling and issuing
statements on prices of commodities. And as the experience of the
United States Tariff Commission has shown, it has been possible to
determine agricultural costs. I recall that one of the major investi-

ations of the United States Tariff Commission was an investigation
in 1923 of the comparative costs of producing wheat on the basis
of which, I believe, the tariff on wheat. was raised 12 cents per bushel.
That was based on findings of cost and ths costs were published.

Senator VANpENBERG. The Bureau of Agricultuial Bconomics has
published some cost figures on corn, wheai, and oats. Are. you
familiar with those?

Mr, Bernuarpr, No, sir; I am not familiar with them,

Senator VANpENBERG. You would not be able to check the fact that
I am advised that they show an average loss of 42.3 percent during
the 10 years for the farmers? ‘
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Mr., Bernuaror. I have not investigated those figures, Senator.
The question of the issuance of statistical data, ordinary routine
statistical data, by governmental agencies, is one thing, whereas the
findings, the formal findings under the act of this kind, with public
hearings, is an entirely different thing,

I may illustrate that by review of the experience of the last 3
years with the Jones-Costigan Act. When the Jones-Costigan Act
was enacted, there were no official data available on consumption.
There were figures which could be used for consumption, and the
figures which were used were involved; in fact, in a lawsuit brought
shortly after the act was enacted, in which the question of the reli-
ability of the data was involved, and under the subsequent adminis-
tration of this act, the Sugar Section of the Agricultural Adjustment
Administration gradually built up the necessary official data, con-
verted to raw value, the compuralble unit required in the adminis-
tration of the act.

I should say that this provision of the act in actual practice might
work out about the same way.

Senator VanpENBERG. When you are going to find out the average
profit per bushel of wheat, are you just going to sample the experi-
ence of the American farmers, or are you going to send question-
naires to all of them, or how are you going to do 1t ?

Mr. BerNuARDT. Senator, I do not know that the obligation as-
sumed by the Secretary of Agriculture under this section will fall
upon the sugar section. Until the act is enacted and the Department
has considered it, and the Secretary of Agriculture has determined
upon the policy, T am afraid no one can say, until the public hear-
ings have been held and findings have been made as to what agency
of the Government will be charged with the responsibility under
this section of obtaining the necessary data.

Senator VanpenBerg. And until this particular bureau is identi-
fied, there is no way that we can know how this language will be
interpreted ¢

Mr. Bernuaror, Senator, I should say that no paragraph in this
act, or any act of Congress, if I may say so, is ordinarily interpreted
prior to its enactment.

If you will run through this act——

Senator Vanpenpere. I will concede that we have written quite a
few blank checks in the last few years, but I have never seen one
quite as broad as this. - )

Mr. Berniraror. May I add this with respect to the further limita-
tions in this section:

It must be borne in mind, that this provision in itself establishes
a minimum price for sugsr. The quota system, as experience has
shown in the last few years, establishes a premium over world price.
There has been a premium over world price established under the
quota system during the past 8 years. It has been approximately
2.8 cents per pound of sugar, raw value, in 1936, In 1935 I believe
it was 2.23 cents, . : )

Senator TownsEnp. What are you classing as the premium$

Mr. Bernuarpr, That is the premium resulting from the quota
system, from the quota limitation, the regulation of supplies. .
" Now the world price today may be taken roughly as 1.40 cents, If
you add to that the premium of last year of 2.6 cents per pound,.
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you get to a duty-paid price of 4 cents. If you add to that a 1 cent
nominal figure as the refining margin, you come to 5-cent sugar.

In other words, the quota system in 1tself, the mere adjustment of
supplies under the quota system automatically establishes a premium
in price which contains a protection to prodycers in the United
States for this commeodity, which is not true of most other com-
modities. I know of no other commodity, in fact, so protected. So
that there is in effect & minimum price to producers in the bill. It
must be borne in mind that the price paid pro-lucers from the
market is supi)lemented by the conditional paymwits in title 3, in
the conditional payment section of the act.

Since there is a minimum price in effect, in this bill, the Presi-
dent’s message laid down the recommendation that there should be
also a price protection to the consumer.

Senator Vanpbenpere. You say there is a minimum protection,
but that minimum protection is absolutely at the mercy of the Secre-
tary of Agriculture’s finding, if he concludes after his nebulous ad-
venture, upon which he embarks, that there is too much profit being
made in the raising of sugar beets. Is not that correct?

Mr. Bernuaror. No, Senator, I cannot quite see your point, be-
cause the Secretary’s action cannot affect t(]l)e world price or tariff,
That remains, let us say, 1.40 cents and the tariff 1.875 cents. The
Secretary’s action in establishing quotas under the preceding clause
would be limited, if I may read:

“The Secretary shall determine——
Senator Crarx. Where are you reading now?
Mr. BernuarpT. Section 201 [reading]:

“The Secretary shall determine for each calendar year the amount of sugar

ncedeq to meet the requirements of consumers in the continental United
States”;

and it goes on and directs the Secretary

“In making such determinntions the Secretary shall use as a basis the quantity
of direct-consumption”,

which shall be distributed for consumption

“ag Indicated by oflicial statisties of the Department of Agriculture, during
the 12-months period ending October 31st next preceding the calendar year
for which the determination is being made.”

There are different objective requirements, statistical requirements,
in fact, by which the Secretary is bound in making his initial supply
determination, and that cannot be affected.

Senator VAnpENBERG. In connection with his initial allotment.
‘I'hen when he reaches his final authority in lines 12 to 17 on page 6,
his final conclusive determining responsibility is to see to it that the
domestic sugar producer does not make any more than the average
farmers get on wheat, corn, oats, et cetera, in the United States.

Mr. BerNmarpr, Yes, sir.

Senator Vanoennere., That is the determining. factor,

Mr. BerNnaror. That is the mandate of the act. =

Senator VANpENBERG. And you are unable to tell us how he will go
about it to find out what the average profits are on the basic crops,
or how he will go about it to find what cane sugar or beet sugar prices
are or what the profit is? You cannot know about that until the
Secretary has designated somebody to interpret the act?t
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Mr. BerNuaRpT. Except that, Senator, as I indicated, such studies
have been made in the past, under governmental findings. For
studies to be made of costs and profits in the Federal departments in
Washington, I submit, is no new departure.

Senator VaNDENBERG. Let me ask you this: Suppose, on the one
hand, it is conceded that the Secretary can manipulate these quotas
for the purpose of depressing the price to the conswner. Suppose
the price to the consumer, for some reason or other, falls below a
reasonable figure,

Mr. BernHARDT. Yes, sir,

Senator Vanpenpera. Can lhe decrease foreign quotas for the pur-
pose of raising the price, snd increase domestic quotas?

Mr, Bernuaror, So far as title 1T permits it, yes, Senator,

Senator Vaxpensera. You think this works both ways?

Senator CLark. From a legal standpoint, it practically gives the
Secretary of Agriculture plenary authority, does it not?

Senator VANDENBERG. Certainly,

Senator Crark. I say, from a legal standpoint the act gives the
Secretary of Agriculture plenary authority, does it not?

Mr. Bernuaror. Yes, sir,

Senator Crark. In other words, he can do as he pleases. The
act suggests many things, but the Secretary of Agriculture is not
legally %ound by any expressions in the act, 1s he?

Mpr. Bernuaror. The standards ave set forth in the act.

Senator Crark. I understand, but suppose the Secretary of Agri-
culture disregards them, what is the recourse to either the consum-
ers, the producers, or anybody else?

Mr. BerNHARDT. Senator, under the previous bill some of the in-
terested parties did fcel at one time that the Secretary of Agricul-
ture in administering the act had gone beyond his powers.

S;,nator Crarx. And they attacked its constitutionality, did they
not :

Mr. Bernnaror. They attacked the act not alone on the ground of
its constitutionality with respect to certain issues discussed this
morning, but with respect to delegation of power, and they had re-
course to the courts, and the court found in that connection that the
Secretary’s administration of the act had not been such as to render
his actions unconstitutional with respect to the matter at issue,

Senator Crark. In other words, he had not violated the delega-
tions imposed on him under the act. What I am trying to find out
is, what limitation is made under the act,

Mr. BernNuaArRDT. With respect to determining consumption?

- Senator CLARK. Yes, sir,

Mr. Bernuaror. The first limitation is that the Secretary of Agri-
culture shall take the amount of sugar distributed in the preceding
12 months, which is a definite figure.

Senator VanpenBera. That relates to the initial quota, does it not?

Mr, BerNuarDT, Yes, sir, the initial consumption estimate,

Senator VANDENDERG. All right,

Mr. BernmARDT. That the second requirement is that he shall make
allowances for deficiencies or surpluses in inventories of sugar and
changes in consumption, and so forth. The specific standards are
set, forth in that provision,

'The final standard as it has been discussed——

)
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Senator Crark. The final stan-lard is such as he may deem neces-
sary, is it not? ) .

Mr. Bernuaror. Necessary under the standards set in the clause.
Necessarily in respect to other standards—— - )

Senator VANDENBERG. Yes, but Doctor, I call your attention to the
language in lines 8 and 9 that after all these-original standards to -
which you have referred have been compared at then prices, that
he shall make additional allowances, which upsets everything which
has preceded that by way of criteria, He shall make additional
allowances as he may deem necessary. When he finally finds out,
then he can take the statistics, and t{len he will interpret the facts
and the rules for the whole business, ,

Mr, BernaARpT. Whenever he finds, as a result of this extraordi-
nary measure.of protection established in this act for this one par-

. ticular group of producers that they have returns to them that ‘are
in excess of the returns to other groups which are not so favored.

Senator Vanpensrra. And those findings will finaily depend en-
tirely upon the matter of the statistical information which he obtains,
the extent of it?

Mvr. BERNHARDT. Yes, sir.

Senator VANDENBERG. And the method of interpretation$

Mr. BernHARDT. Yes sir; except that the interpretation, I think,
is pretty well limited by the language of the act or of this clause,.

Senator Vanpenserc, Let me ask you a 3uestion on interpretation,
Would soil-conservation payment be included in the total return to
figure the beet-sugar farmer’s profit?

fv. BerNmArDT. Senator, I do not believe that I can now answer
al question as to the manner in which the Secretary will administer
the act.

Senator VAnpENBERG. I agree with you. I think it is an unfair
question. And we are just proving to each other that there is nothing
here except a blank check. '

Let me ask you why it is not simpler to protect the consumer—
and he ought to be protected—with a rule that relates to the retail
price of sugar, which is something anybody can go and put his
finger on?

Ir. BerNuaror. The retail price of sugar has been suggested,
Senator, a number of times during deliberations of the House Agri-
cultural Committee, but was not accepted.

Senator Vanpensere. Why not? What is your opinion?

Mr. Bernuaror. I have not been asked to examine these various
proposals which have been made by the interested parties with re-
spect to the substitution of some other standard for the standard
now in section 201. Most of those which I have seen—and I have
not examined them exhaustively-—tend to establish an additional
cost to the consumer, considerably above what it has been in the
last 8 years under the operation of the quota system. :

Senator VAnpensera. Would you not think—and I am asking
you abstractly as an expert—would you not think that you could
sit down and write a protective rule, based on the retail price of
sugar, that would not only be infinitely simpler but indefinitely more
satisfactory and more workable? ‘ , :

Mr. Bervmaror. We  have at times during the last 3. years,
and during the last year particularly, tried to.find a better standard.

8467—37——11
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than the one sug%)ested by the President. We think that the one
suggested by the President-—since you have asked my opinion— is
the most satisfactory one which we can devise in the public interest.

Senator VANDENBERG. I am even more interested, if I may be
allowed to say so, in your opinion rather than the President’s on this
particular subject. That is the best we can find out about how
this thing works?

Mr. Bernuaror. Except by review of the operation of the Jones-
Costigan Act, in which similar delegations were established.

. Senator VanpEnBere. Was there any such rule as this in the
Jones-Costigan Act?

Mr, Bernuaror, The Jones-Costigan Act provisions were much
broader than this. The language in the Jones-Costigan Aect with
respect to the protection of the consumers was embodied in a phrase
as broad as this:

Having due regard to the welfare of consumers—

Senator Vanpensera. I think that is just a little more candid
than this. That is all.

Mr. BerNuARDT. And there were also other clauses which were
rather broad, Senator. The attorneys for the respective interests
that are affected by the bill, or will be affected by the bill, if they
have told me what they really think, they have expressed the opinion
that this language is much more desirable legally than the language
in the previous act,

As I say, this question was very thoroughly discussed in the House
Committee, and several changes were suggested, but the outcome was
that the committee did not modify the clause.

Senator Vanpensera. You referred to the House discussion. Why
was it that there was such complete and persistent refusal to make a
record of the discussion of this particular section in the House by
the representatives of the De;iartment of Agriculture?

Mr. BerxuArDT. Senator, I do not know that that is the case.

_ Senator Vanpenperc. Is there a record available of this long
discussion about which you are talking?

Mr. Bernmarpr. I did not mean to say, Senator, that there was
a long discussion with members of the Department, such as you are
having now with me. There was a discussion in the committee
among the members with respect to this clause. ,

Senator Vanpensera. Who explained this clause to the House. in
behalf of the Department of Agriculture? '

Mr. BernuArpt. T believe several members of the staff, Senator.

* Senator VANDENBERG. Is the testimony available in printed form¢?

Mr. BernmarpT. The testimony is available——

Senator Vanoexpere. On this subject ? ‘

" Mr. Bernmarpr., No, sir; not in printed form.

‘Senator Vanpenpera. I would like to see it, if it is, o

Mr. Bernuaror, No, sit; I do not believe that that matter was
giscusged in_the 'public hearings before 'the House Agricultural

Jominittes, Senator. . ' . ' c
- Senator Vanpenserd. I think not. Coo
" Mr. Bernuaror. Because theré was no testimony—-—

Senator Crark. Because whatt -+~~~ - 7
My BERNHARDY, Bécauge the ex§)e‘rts of the Department did 1ot
tedtify ‘in ‘open learitig béfore thé HMouse Agricultural ‘Committée,
it POE T a
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They were requested, however, to explain to the committee in execu-
tive session—and I believe record was taken of those conferences.

Senator Vanpenpere. Is it not a fact that there was a refusal

“of the Department to appear publicly and explain this section?

Mr. Bernuaror. No, sir. .

Senator Vanpexpere. And that even when they appeared in execu-
fiive s%ssion, there wa: nbjection to having the testimony even taken

own ¢

Mr. BerNuarpr. Senator, I know of no such objection of the
Department. The officials have been ready at any time to appear
before the committees,

Senator Vanpexpere. You are not under indictment, so far as
these questions are concerned. You practically say 1}17011 are not going
to have anything to do with it until somebody higher up: announces
what the pontifical result is. I am simply maintaining, Doctor, that
it seems to me—I may be wrong, and I submit it very respectfully-—
that the Department itself is so at sea as to what this act means that
it has not dared to undertake to define anything.

Mr. BerNuaror. I may say, Senator, that that sounds very much
like the language I heard in 1934 about the first draft of the Jones-
Costigan Act and its complications.

The CHairman, Naturally, you being here from the sugar section,
the Secretary of Agriculture contacts you more than anybody else
with respect to this business, does he not?.

Mr. Bernuaror. No, sir; Senator, the Secretary of Agriculture
would undoubtedly consult with his legal advisers and other econo-
mists begides the sugar section,

The CHarrMaN. But as you are the head of it, surely he would
certainly contact you, '

Mr. BernuArDT, Yes, sir.

Senator Crarx. You will agree, Doctor, that this committee is
entitled to as much information from the Agricultural Department
as the House committee would be, :

Mr. Bernuarpr, Yes, sir; Senator., :

Senator Crark. Apparently there have been a lot of communica-
tions made to the House committee in executive session of which we
are deprived of the benefit, and I would like to know what they are.

Mr, BernHARDT, Senator, the substance of the data and the views
presented to the House Agricultural Committee in executive sessicn
which are no doubt available to this committee are substantially sim-
ilar to what we have been discussing these last few. minutes.

Senator VanpenBere. There is no one else in the Department, Doc-
‘tor, who could testify on this particular subject any more authen-
tically than you can? C : ~

Mr, Bernuarpr. I should not like to answer that question.

. Senator Vanpeneere, I do not mean invidiously, I am simply ask-
ing you to shﬁigest if there are any other witnesses whom we might
call who would have any familiarity with the intérpretations, which
are anticiphted.. - -~ R A
. Mr. Bernuaror, The Secretary of Agriculture, who will be obliged
to administer thi§ act, and his advisers; would no doubt be glad to
address this committee? - N

Senator VanDeNeEke. Is he in the city? - - RV R

Mr, BeaNizarot. Or to. communicate their’ views to it.:: As I said
in the beginning, however, until a bill is enacted, it is generally im-

LERREN A



.166 ' ' SUGAR S

_possible for a department of the Government to state in advance
“the way in which it will be administered, where the Congress dele-
gates to an administrative official such powers as are delegated under
this act. He has to have public hearings and obtain information.
He has to make field investigations and ascertain the way in which
the-act’'is to be administered. .

- Senator VANDENBERG, I have no quarrel with you, Doctor.
* Mr. BernHARDT. I understand, Senator. .

. Senator VANDENBERG. 1 am simply trying to explore this inscrut-
able enigma. : ‘

The CrHAlrMAN. Any further questions?

Senator Crare. Doctor—— . . ‘ .
"« Mr, Bernuaror. If I may repeat—if you will pardon me, Senator.

Senator Crark. All right. .

Mr. BernHARDT, That when you come to farm income, the net
income from production is merely the difference between cost and
Egice and ascertainment of cost has run the gamut of the courts and

en upheld by thé Supreme Court. Prices have beén obtained
again and a%ain by administrative agencies, If each one of these
factors can be obtained, and if the courts have uplield them as a
basis for determinations, then the difference between those two fig-
‘ures should ‘be usable, - S
- Senator VANDENBERG. Doctor, do costs include a charge for the
farmer’s time on a per diem basis? :
~-Mr, BerNuarpT. In agricultural costs, these items have been ana-
lyzed .and .economists- have built up a body of objective guides.

hey are not as precise as the multiplication table, of course, but,
_as the Supreme Court stated in the. Hampton case, referring to the
cost of production standard, there is a basis wlich most reasonable
men can agree upon. '

- Senator CLaRK. Doctor, has the Department of Agriculture ever
been requested for any opinion with regard to section 207 of the
bill, as it passed the House? ‘ : ' :

Mr. BernHARDT. With respect to section 207%

Senator Crark. Yes, sir; with respect to the refined sugar from
certain Insular possessions. . o

‘Senator BrowN. Before going into that, Senator, might I ask
one.or two questions regarding section 201% . o
i+ Senator. CLARK, Yes. C - Co e o
- Senator - -BrowN. I want to say, first, Doctor, that I think ‘your
administration :of it has. been quite satisfactory to consumers and
to the industry. - : L o e

Mr. BernHaror. Thank you, sir, - -~ =~ ..+ .

Senator Brown, I think it is a job which has been well done.

Senator VANDENBERG. I agree with that; too, Doctor. -+
-.Senator BRowN. I cannot see how you can administer section 201
unless you add a word. Let us get down to lines 10 and 11, .. ..
i. Senator. Crarx, On-page 6% - -, . Sl ;

Senator Brown. Onpage 8, * * * sgo that the supply of sugar
made available under this act :shall not result in average. prices’ to
consuriers. in -excess of :those necessary to.make the production.of:
sufar, beets and sugarcane as profitable—ndw I think to’ be logi-;
cal we have got to add the words: “or-unprofitable.”- - That is; “as
fitablé: on the:average, per.dollar:of total gross

oy

profitablé orunpro
winsf o B i
D

R IR [ R SRR T IV SRR BT [PERCRRE TS BTN



SUGAR 161

income, as the production of -the five principal (measured on the
basis of ucreugeg agricultural cash crops in the United States.”

You will remember that you and.I discussed that at a hearing in
the A]])pmpriations room at an earlier stage,: If the five principal
crops have, as Senator Vandenberg was informed, been unprofitable
is it going to be the duty of the Secretary to make the production of
sugar beets in the United States unprofitable? It seems to me you
cannot reach any other conclusion,

Mr, Burnmarpr. As I explained before, I think that there is a
minimum limitation under the act under the operation of a quota
system.

ySenator Brown. 1 do not see that minimum.

Mr. Bernmaroy. Which it seerge-tesmeanggts the objections raised,

but we would be very glac ;WM@!’ it. iy, .
Senator Browx. YouMhive stated before that you thepght this eriti-
cism worthy of congileration... What objection have Jou to stating
as the ceiling a prigé which would caus X%LudSecretary of Agriculture
to increase the gtiotas? This jeethe method he hus for ke ?ing the
price down. Yﬁlen he thipk§ the! priceé:‘oo Kigh let him y

the importatighs; but it ;geéms to Ee tha ithed_gﬁ‘rlz)ose of the
ment in encofiraging agrienlture, i pubuc;@% ed out hysmaking
{ I fear the Secretary -would™be required to do i# the
f five principal cropfdn thd Unlf’%}i Stsites s unprofitble.
L seems tg+me tflm‘}g ﬁ:e bottom oy ?&or Sx‘ﬂd be sdfne-
thing like the averagh ptice off fdod fhroughdu ‘%)m cotmtry. THese
two would finake better li%ﬁzitioﬁé‘?ﬁl f thosle fixd@wih this bill§l T
have an anfendment %o thugﬁdﬁect which#T fpropose to submit find
have the cSinmittee Sonsidér When we 'ggt’ mto executive sesglon.
That is all Ithave to sdys R Sy, &

profitable,
raising of t
Therefore,

)

. — Yo F
k. I want to wpeﬁftg quedtion, as;%o whetlifr the

Department. of
versial question ¥
namely, section 2074,

‘Mr. Bernmaror. Phe administration has expressed,;

rriculturez?é“(iﬁested opirjon en this ve
icli™we- havetbeen Hediing so m

Gt

views with

res‘g)ect to sections (a), @), and (c¢) of section 207,
Senator Crark. That is ML&I;) refw v
Mr, Bernuaror. And the Departrilfit”sT Agriculta
purtment of the administration, is in accord with the a
view.

The Acting Secretary has written a letter to-this committes just
recently, in tesponse to the chairman’s request for a report on 8. 2708,
which was the Senate sugar bill before H. R. 7667 was introduced.

'That is the last expression of opinion of the Department,

Senator Crarx. Will you briefly summarize what the attitude of
the Department was? .

Mr. Bernmaror, Tn brief, the letter calls the conimittee’s attention
to the fact that the administration’s views with respect t6 new’ sugar
legislation have heretofore been submitted to both committees ¢on-
8i( ering"sufgar legislation, and that there has been’ no’ change -since
the date of the submission of those recommendations ‘in’ April, no
change which requires a change in recommendations, -

re, being a de-
(i‘mlmstmtmn-‘
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Senator Crark. Can you just summarize what those views were,
Doctor? This committee has never met to consider sugar legislation
since the date you mentioned. .

Mr. BernHARDT. I will summarize it.

Senatar Crarg. I would be glad to have the whole letter put in the
record, and if you will give a summarization of the attitude -of the
Department, I think we would all benefit by it.

Mr, Bernmaror. I think I can summarize it by saying this:

-H. R. 7667 complies with the Department’s views as to sugar legis-
lation in all respects except two., One is section 207, to which you
referred, in which respect the views in the Departinent have been
well known; and, secondly, with respect to the tax.

Senator Crarg. What are the views of the Department with re-

spect to section 207?% That is what I am trying to find out.
- Mr, BernuARrDT. , The position of the Department of Agriculture is
that the principal obstacle to the‘enactment of sugar legislation is
this guestion of refined sugar quotas, and that it might be advisable
to direct attention solely to the agricultural phase of the bill, leaving
the question of protection of refiners to some other legislation or to
legislation at the next session.

Senator LA Forrerre. Now, what are the facts on which that is
based, Doctor? It seems to be awfully hard to get any information
as-to (jlust exactly wha’, the reasons are. T do not see why everybody
should not be frank with this committee. What are the reasons,
what are the facts, what are the data upon which that is based ?

Mr. Bernuaror. Dr, Gruening, who spoke this morning for the
Division of Territories and Insular Possessions of the Department of
the Interior, I think made clear the position of the administration
with respect to those sections. It is the view of the administration
that those provisions discriminate against American citizens in sev-
eral of our domestic areas.

Senator Crark. To put it bluntly, does the Department of Agri-
culture agree with the Department of the Interior? You heard Dr.
Gruening this morning, and is your view the same as that of the
Department of the Interior?

Mr. Bernuarpr. In our letter of July 8 to the chairman of this
committee, the Department of Agriculture, I think, made it clear
that the Department of Agriculture had submitted the recommenda- -
tions of all the departments; and in the Secretary of Agriculture’s
letter of April 8 to Congressman Cummings, who was chairman of
the special subcommittee of the Committee an Agriculture, in con-
nection-with sugar, he said: . :

It will -also be noted that the suggested changes would effectuate the recom-
mended principle of fair treatment among all the domestic areas by avolding
any digerimination with respect to either the right to carry on manufacturing
operations or the right to participate in defieits and increases in consumption. *

Senator La Forrerre. What are the facts, Doctor? You must know
something about this situation. What are the facts? Is this a
theoretical discrimination or an actual discrimination?

. Mr. BerNHuaror. I believe, Senator, that the question of diserimina-

' t}lonband' what it involves, is a matter which should be replied to by
the ‘

epartment of the Interior. e o o
Senator La Forverre. Cinnot you give us some facts? For
instance, when they established the refined quotas in the Jones-Costi-

gan Act, were they permitted all existing performance capacities, or
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how were they arrived at, or was there another basis where they sat
around the table, these various interests, as they have in connection
with this bill, for weeks and weeks and weeks, and finally agreed
on how to cut up the pie, and finally cut off a few slices here and there
and flopped them around until they got enough votes to pass the bill?
How did they arrive at this?

Mr. BernHaror. Senator, in 1934 the position was very much the
same as at the present time, as you have just described it, and natur-
ally each of the interested parties sought to work out legislation that
would benefit that particular group, and the controversy with respect
to sugar legislation in 1934 was quite acute, except that in that year
it involved other questions primarily. :

'T'he refined sugar question came up at that time also, and the ad-
ministration bills submitted in 1934, pursuant to the President’s mes-
sage on sugar of February 6, 1934, contained no limitation on direct
consumption of sugar coming in from any area. .

Subsequently, there was the controversy which we have seen in the
last one-half year, and as a result of that controversy there was
finally inserted in the bill these provisions limiting the importations
of direct consumption sugar. In the case of Cuba it was fixed at 22
percent of the total quota, and in the case of Puerto Rico, Hawaii,
and the Philippines, it was provided that the amount of sugar which
might come m direct consumption form from any of those areas
should be equal to or no more than the highest amount which had
come in up to that time. That was the basis of the 1934 decision.

Senator LaFovrerre. If I remember correctly, there was somebody
here representing one of the Puerto Rican groups this morning who
said that their capacity had been cut down in this quota over what it
actually was on refined sugar. Is that true? '

Mvr. Bernnaror. It is true that the capacity for producing refined
sugar, Senator, at the present time in Puerto Rico is greater than the
amount of the quota. :

Senator Crark. But not the amount which they ever actually
produced ¢

Mr. BerNuaror, They have never marketed more than the amount
which is now in the quota?

Senator Brown. How about Hawaii? .

Mr. Bzrnuarpr. The basis was the highest year’s importations
prior to 1934. -

Senator LaFoLierte. There has been some discussion—-

Mr. Bernuaror. If T may go on a moment, Senator. We have had
hearings this very year, as we have had for a number of years under
the act with respect to allotment of the Puerto Rican direct con-
sumption sugar quota. .

On the busis of the existing act, allotment of any quota has to be
made.on the basis of earlier years’ performance. ‘ j :
Now, it happens that in Puerto Rico the direct consumption sugar
(the refined sugar) is largely the output of one company which went
into the field first, and und}er the act this company insists that the
allotments should come to them on the.basis of history, which 18
usually the basis for all allotments. = * =~~~ = ‘ o

~ Senator Crark. Where is that company owied, the company to
which you have just referred ? LT T

Mr. Bernuaror, I cannot say offhand, but I think it is 4 Puerto

Rican company.
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Senator CrLark. That was what I was trying to find out. ,

Mr. BernaARDT. There are other companies who appeared at these
hearings and insisted on a slice of this cake of 126,000 tons. They
raised the question of monopoly. They say:

"Why should we newcomers who also wish to produce some refined sugar

be excluded from a share in this refined sugar allotment?

If the Secretary of Agriculture should follow the policy of giving
these newcomers & slice of this quota, then the single large company
which on the basis of history is entitled to most of it is mjured and
threatens to go to the courts and attack the allotment of the Secretary.

If, on the other hand, the Secretary of Agriculture should not di-
vide up the quota to include these newcomers and give each a share,
then there is the economic disadvantage, Senator, that you are freez-

ing the situation; you are giving the company ‘which happened to

have a record of production prior to the act of 3 years ago.a
continuous right to refine, to the exclusion of others.

That is the administrative difliculty, factually, in the present direct
consumption of sugar quota for Puerto Rico. .

Senator LA ForLerTe, From the facts which were brought out this
morning, they would scem to indicate that one of the justifications
given for fixing this refined quota is that the same thing has hap-
pened to the domestic producers, namely, that they had their ca-
pacity cut down. Now, is that true i every case, or were some
of these refineries shut down long before the Jones-Costigan Act
ever came along? I am referring to the domestic ones,

Mr. Bernmarpt. The domestic refiners, Senator, of cane sugar.
must be distingnished from.the beet sugar processers who, at one
time in this morning’s discussion were referred to as refiners, A
beet factory, as you zTmmv, processes sugar, refined sngar, all ready
for consumption, directly from the beets. The sugar refineries on
the seaboarcll) process raw sugar into refined sugar. :

Senator Lo Forrerre. I understand, ,

Mr. Berxuarpt. The capacity of the seaboard refineries, cane
seaboard refineries has, for a long time, been greatly in excess of
their output, but under the Jones-Costigan Act, their output was
increased as compared to what it was just prior to the Jones-Costi-
gan Act. If you take the 2 years prior to the Jones-Costigan Act,
they have had a considerable increase in volume., If you take a
further period back, when they were operating on a different scale,
there has been a decrease in their volume of operations.

But if youn take the 2 years immediate}y' preceding, 1932 and

A ones-Costigan Act, and °
the year 1934, which was the first half: year of operations under the
Jones-Costigan Act (the act having gone into effect in June, you .
will remember), there has been an improvement in their volume.

If you take the beet sugar factories in the last few years, it has

-not been necessary, Senator, to make allotment of quotas to the beet

sugar -processors because the beet sugar industry did not produce
its full quota. Thé question, therefore, of curtailment of operations
did not arise in the administration of the Act in the last few years,

Senator La Forierre. One of the things which Senator Brown

- mentioned was this Toledo beet plant. Did the Jones-Costigan Act

have anything to do with the closing of. that factory?

<y
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Mr. Bernmarpr. The Michigan sugar beet industry was going
through a drastic reorganization prior to the enactment of the Jones-
Costigan-Act, and, as I recall it, there were quite a number of mills

.closed down, The Jones-Costigan Act, as I' recall it, rather im-
proved the condition in Michigan, both with respect to the processor
and with respect to the beet sugar growers during that period.

Senator Broww. Dr. Bernhardt, there is a little. historical back-
ground to this, . :

Mr. Bernuarpr., I should be glad to furnish details to the com-
mittee.

Senator Brown. Is it not a fact that the Philippine and Hawaiian
production, because there was no tariff against them, and Puerto
Rico as well, was making rapid inroads upon the beet-sugar business
of the United States, and it particularly affected the eastern beet
area, including the State of Wisconsin, and you, Senator La Follette,
had a plant at North Milwaukee, I think it was, or was-it Milwaukee

County, at any rate, which went down entirely because of the -

competition of Philippine and Hawaiian sugar. .

Along about 1930 these plants, or a large number of them, went
into receivership, and by 1982, previous to the enactment of the
Jones-Costigan Act, of course, the sugar businesi began to revive,
largely because of the fact that through foreclosure sales, and so
forth, the investment in'plants went down to a very small figure, and
that ‘caused a revival of the business which occurred before the
Jones-Costigan Act went into effect,

That is substantially so, is it not?

Owasso, which is one of the largest plants in Michigan, did op-
erate in 1932, and did not operate in 1933, Toledo, which happens
to be one plant of the Michigan Sugar Co., which is the only
large concern owning several factories 1t the Midwest area, was not
operating in 1938, and was not operating in 1932, but had been pre-
vious to that time. o

Senator Lo FoLLerte. My only point was that the Jones-Costigan
Act was not the cause of thosé plants being shut down. '

Senator Brown, I think, to be entirely accurate, it should be put
this way—and I think the Doctor will agree with me: " :

That if the Jones-Costigan Act had not been in o eration, that

the Toledo plant would have reopened in due time, along with the
rest of the Michigan factories. That it is a fact that the Toledo
plant was not operating in 1932, They asked for a quota in
1933-84. - - :
Senator La Forrerre. How about the Hawaiian quota?
Mr. Bernwagpr. The Hawaiian quota on refined.
Senator I.a Forrerre. The Hawalian quota on refined. - -
Mr. BernHARDT. The Hlawaiian quota on refined, as I said before,
was based under the Jones-Costigan Act on the largest year’s ship-
ments to the United States, which happened to be 1933. That was
subsequently carried througix,as a regulation of the Secretary. -Each
ear he proclaimed it as the quota:. It is 29,000 tons in round num-
rs at the present time, ) o o
There is, of course, no limitation involved in continuing that

restriction on Hawaii with respect to any historical base. .The ques-

-tion at issue is not the amount of limitation or degree 'of limitation,
Senator. The question at issue is simply oné of principle, whether
or not, as the Department of the Interior stated this morning, any
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domestic area of the United States (Puerto Rico, Hawaii, and the
Virgin Islands) shall be restricted with respect to their manufac-
turing operations, while other domestic areas are not so restricted.

Sinee 1t is a matter of princilple, Senator, the questions of fact as
to how much capacity or how little capacity there is, or how much
curtailment there is or has been does not appear-to be relevant.

The question that is before this committee, as it has been before

the House, is simply whether the Congress believes that the domestic
areas (Puerto Rico, Hawaii, and the Virgin Islands), shall be re-
stricted with respect to their manufacturing operations, when no
corresponding restriction is placed upon the main domestic areas.
. The Cramrman. Could not that matter be worked out by putting
a quota on refined sugar in the United States and putting a quota
which would not affect anybody on Puerto Rico and a quota on
Hawaii and get out of this principle which you talk about? Could
not that be worked out?

Mr. Bernuarot. Senator, I do not know whether that could be
worked out or not,. :
. The Crairman. We know how much sugar is refined in the United
States for the last 10 years or more, do we not?

Mr. BernHARDT. Yes, sir.

-The Cmamman. We know that?
- Mr. Bernmaror, Yes, indeed.
. The Cuammman, We know how much sugar has been refined in
Puerto Rico, do we not?

Mr. BernHARDT. Yes, sir.

_The CuairmaN, We know how much sugar has been refined in
Hawaiif
~Mr. BernHARDT. Yes. sir,

The Cuairman. Why could not we work it out?

. Senator Crarx. That would simply amount to freezing the refining
in various areas under the flag of t}he United States as they are at the
present time,

The Cramrman. That is true,

‘Senator BRowN, We have frozen the farmer in just that way.

. Senator Crark. The point to the whole argument, as ¥ understand
it, was that this suggested scheme amounts to refusing to Puerto
Rico, Hawaii, and the Virgin Islands alone as the possessions of the
United States the right to refine all the sugar they want to, or all the
su%ar which they produce: : : .
he CHARMAN, But the intention is to freeze the present refining
at the present amount, and at the same time the domestic refinery
would be frozen, and I do not see where anybody has any kick coming,

Mr. Bernnaror. Senator, if you will permit me, I would prefer
not to answer that question, because that is a question which is entirely
within the scope of the Department of the Interior.

The CuamrMaN. Is what? ‘ S
;. Mr. BErNHARDT. T say, that is a question which is primarily within
the scope of the Department of the Interior, which is responsible for
the administration of those territories, and T would rather not answer
that question,.. .- .. .. . . L Sy

The Cramman: I think that this committee has got something to
gay.on that proposition too,” ...\ o ‘
' Mr, Berymaror, That, i8 what I mean.- I think it is for the com-
mittee and Congress to,decide,. ;.. . . e
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The Cuairman. Is there something else? - .

Senator OverroN. While I am not a membexpof the committee, I
would like to ask a question. .

The CuammmaN, You have perfect liberty to ask a question, Sen-
ator.

Senator Overron, I understood yesterday that some representative
of the Department of Agriculture would be in position to state how
allotments would be made in the sugarcane area to the different
farms, whether it would be upon a basis of acreage or weight, or
l'ecovgrable sugar content. Are you in a position to make that state-
ment

Mr. Berxuaror. I would like to say, Senator, in answer to that
question, that whatever the committee, as the Senator has just said
determines to do and writes into the Act, and Congress approves and
is enacted .into law-—that will be administered by the department.

If the final language reads as it now reads, it is optional.

Senator OverroN. It is entirely optional now with the Secretary of
Agriculture? .

Ir. BerNmARDT. Yes, sir.

Senator OverroN. Whether he would give the cane area or the beet-
sugar area acreage allotments or weight ‘allotments or recoverable
sugar-content allotments, Now, are you in a position to state which
of the methods of allotments the Department of Agriculture will
pursue in reference to the cane area?

My, Bernmarnt. No, gir; I am not in position to state how the act
will be administered in any sense at this time.

Senator Overron. What have you to say with reference to your
experience in making allotments in the cane area, not by acreage, but
by recoverable sugar content? Has it worked satisfactorily or has
it not worked satisfactorily? '

* Mr. Bernnmaror, I think that the difficulties to which you refer
have probably been eliminated by this draft. . :

Senator OvERTON.$In what way has it been eliminated ¢

Mr. BerNHARDT. - You will recall that the difficulty in the past was
that under‘a production adjustment contract the grower agreed to

roduce not more than a certain quantity of sugarcane as a condition
or payment, and that if he exceeded that production the Secretary
of Agriculture was to direct the disposition of that surplus. Then,
as a result of increased yields, the Secretary of Agricui)ture had to
determine what was to be done with the surplus sugar production
over and above the contract allotments, ‘

‘The Secretary made it possible for the growers not to be penalized
as a result of this overproduction under the contract by scales of
deductions which took care of the ‘grower who had overproduced
through increased yields. ot

Now, in this bill the amount, of the allotment is given on the basis
of the estimated (huuntity of the sugar which the area would require
to produce its allotment, with allowance for inventories, and so
forth, so that the grower would know in advance about lis ullot-
ments. : L R A PRI

Senator Overron. If you give to the ﬁ‘rower“ an gllotment based
on Erodyctiop,;gthen the: grower takes all the chances, and it may
be that in a normal year he would prodce a certain quantity, There
%&y;be f ver favorab}e,season,.ang he would exceed that, quantity.
What would become.of the grower, so, far as benefit payments. are



168 ' SUGAR

concerned under the bill, if he should exceed the production that was
allotted to him? He would forfeit the benefit payments, would he

not.? .
* Mr. Bernuaror. If he violated the terms—— o

Senator OverroN. Of course if he violated them. Let me put it this
way: If you say to a cane grower, “You can plant so many acres,”
that is something definite which he can readily understand, and if
he violates it, he does it willfully; but if you say to him that, “You
can produce so many tons of sugar and no more,” and he plans
on an acreage which usually, normally, would produce just that
many tons, and there comes along a very favorable season and he
produces more than that, then he suffers the penalty, just like the
cane growers in Louisiana did in 1985, They suffered a penalty of
ovr $1,500,000, not by reason of their violation of the contract but
by reason of the fact that theyv had a favorable season, and new
varieties of cane, and the production was much larger than that
which was anticipated, either by the Department of Agriculture or
by the grower.” Is not that true? Now, would you not obviate
all that difficulty by making an allotment by acreage?

M. Bernuarpr. I should not like to say, Senator, that that would

obviate all the difficulties. ,

Senator Overron. Exactly. So far as the beet area is concerned,
you made allotments by acreage under the Jones-Costigan Act, did
you not ? ' '

Mr. Berxnuaror. As I recall it, we made allotments by factory
districts also. . o

Senator Overron. The producer got acreage allotments, did he not?

Mr. Berxmaror. Yes, sir. ~

Senator OverroN. Why should not the acreage allotments be given
to the cane grower? : .
~ Mr. Bernuarpt. I believe he also got tonnage allotments, Senator,
but I should like to check it up. : .

Senator Overton. But, as a matter of fact, the Louisiana area was
the only producing area which suffered the penalties under the
Jones-Costigan Act? i

Mr. BernNmaror, Senator, may X say, rather than calling them
penalties, I think it would be fairer to describe them. as deductions
to prevent entire loss of henefit payments, because the growers——

Seriator OverroN, Whether you call it deductions or penalties,
they got $1,500,000 less than they would have received, had it not

" been for the deductions,

Mr, Berxmarpr. Less than they would have received if they had
not had deductions, but nevertheless, they would have received much
less than that, if they had not had the contracts. '

In other words, under the former program, the grower counted on,
let us say, a parity price of $4.50 per ton for “X” tons of cane at
the beginning of the season; that included the amount that was to
be gaid to.him by the processor and the amount which was to be
paid in benefit payments. When he had a very fine crop, instead
of getting $4,50 on 100 tons, it turned out that he got $3.50 on 200
tonis from his factory, and was permitted to market this quantity,
and then received benefit payments on his allotment, subject to certain

deductions.

In other words, the ge({ ‘outcome of this contrac: was that he was .
benefited and not penalized, and in common with otherr commodities,
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for which similar arrangements were made, rather than that the
grower should lose his entire benefit payment under the contract
provisions these administrative rules were 1ssued to relieve the grower
of certain difficulties, .

Senator OvertoN. Doctor, of course, there are quite a number
of angles to this problem, but I want to ask you this question, because
all that is water under the mill——

Mr. BErNHARDT. Yes, sif,

Senator Overton. I want to ask you this question now: Is there
any objection to amending this bill so as to provide for acreage
allotments to cane growers? :

Mr. Bernmarpr. What section are you referring to, please, Senator?

Senator Overton. Pagé 19, section 301, paragraph (c).

Mr. BernHARDT. 1 see it.

Senator Overtox. In terms of planted acreage, and insert there
an amendment “planted acreage applicable to the cane area and also
the beet area” if you desire,

Mr. Bernvarot, The language as now in the bill -is intended to
cover the various contingencies arising out of the fact that this bill
must be applied to such different places as Louisiana and Florida

on the one hand, the beet industry, Puerto Rico, and Hawaii on the

other hand.

Senator Overron. Would there be any difference between Louisi-
ana and Florida? ‘

Mr. BernHARDT, On any restriction of a particular method to a
particular area, I would not be authorized to comment on.

Senator OVvERTON. You do not at the present time see any objection
to providing for an acreage allotment?

Mr. BErNHARDT. Yes, sir; I do see objection. In the first place,
undoubtedly the other areas would maintain that there was a dis-

crimination here with respect to one area, that one administrative:

procedure was being laid down or made to apply for one area and
not the other area,

Senator Overton. It is my information—and I will ask you if I
am in error or not—that the cane area desires allotments by acreage,
and that Hawaii and Puerto Rico desire allotments according to
sugar content. Is that correct?

Ir. BErNHARDT. I do not know as to all the areas, Senator. T can-
not say as to all the areas. I do know that these provisions were
gone over by the representatives of the beet areas a number of times.
I do not now recall whether they raised that point or not. "~ .

Senator Townsexp, Dr. Bernhardt, you testified that under the
contract system it had cost the consumer $350,000,000 to $410,00,000.
Have you a break-down showing who benefited most from that?"

Mr. Bernuaror, Senator, I do not believe I testified to that., Was
it not the previous witness? : o

Senator Townsexp. It has been testified to here that that is the
case, : '

My, Bernuaror. The position is simply this: S

In 1936 the world price of sugar was 1 cent per pound. . That
was the price at which sugar on the so-called free market was sold.
Now, the quota %rice in the United States was 8.6 cents, of which 0.9
cent was the Cuban duty and the balance of the differential between
the 1 cent world price and the 3.6 was in the nature of a differential

T e R
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due to the quota system. Then you have approximately 1 cent for
refining margin.

_Senator Townsenp. Could you or someone in your department fur-
nish for the committee, what had been received {;y Cuba, Philippines
and Hawaii, and Continental United States? Will you do t.lmtl?

" Mr. Bernuaror. Yes, sir.

(The following memorandum is submitted in response to Senator
Townsend’s question with respect to the division to producers in the
various areas of sugar production affected by the sugar legislation
of the price premium due to the quota system in the United States
in the price of sugar.) ' '

Di1sTRIBUTION T0 PRODUCERS IN DIFFERENT AREAS OF PRODUCTION OF THE UNITED
STATES DIFFERENTIAL ABOVE THE WORLD PRICE oF SuGAkR DUE T0 THE QuoTA
SYBTEM

The calendar year 1935 was the first full year of operation under the Jones-
Costigan Act and its related leglstation.! .

During that year the processing tax was in effect for a full 12-month period,
a8 well as the reduced rate of duty on Cuban sugar under the Trade Agree-
ment with Cuba (0.9 cent per pound) and the reduced statutory rate of 1.875
cents per pound on full duty-sugars. Sugar marketing quotas became fully
effective in 1935 and production adjustment programs were under way in all
the sugar-producing areas, subject to the act, including the Philippine Islands.
In the case of sugar beets, contracts with farmers included special provision
for wages of agricultural labor and regulation of child labor.

During the year 1036, however, only the sugar-quota provisions of the act
and the reduced duties were in effect.” No processing taxes were colleeted and
no production adjustment programs were undertaken, but farmers received
payments during 1936 in liquidation of obligations under production adjustment
contracts under the provisions of the Supplemental Appropriation Act, not only
in the continental beet and’ cane areas, but in Puerto Rico and the Philippine
Islands.

The following table shows the total paid by the consumers in the United
States for ‘their sugar requirements, both in 1935 and 19368 (including proc-
essing tax) and the dlstrib}ltion of returns to the various factors in the
industry : : :

1035 1038
. Thousands | Thousands
Valus of t world prl ' of dotviane | O Aokt

ue sugar at wor! PI00ccecnerncenvacnccoarencserasncnnnn - '
D%tleso :la(;’ to 6 8. 'hea«ur%..... ............. . 33,788 { - 88,938
Prooessing costs, Taw basia_... : g . 102,303 | 108,003
Brncessing e s Grasiporiation o riRe o sonars,| 3| Nome
foined baais 1 . B e eoae| 16,21
) Total 'riee to' consumers at world basis, including duties and taxes phid.. 426,208 400, 446
Copsumers' payments under quota system, refined ag duttes and ta: veerennnan 616,450 | 713,995
Differance distributed to producing aress. ... ‘ el 20,161 | 313,540
e o sl ne

i 00.ueremsewswenin - ,188.] 47,
) Phﬂlp&)!nos and Virgin fsfands.-.. 222 022II0TTIIIIIT OO e o1, 074
R el S (I
78 Gaba eales gano, .. -ooe ol BRe| Re
TO (Ul AULY BURBTS. o cosevnvennocnenaneamesnsnesramaemacaannasensnsnnnasnsnnn 181 414
To a'%guﬁsm}?om in the form of Government payments: I N " oim
. 'x\,guev;? 'g‘ﬁb'.‘.‘ﬁ" e bl 1024 13,120
' ome nited LAt Dok ov- A © 25,02 |-, 730
r,t;f%(mitledﬁwmw{,e o mdans rannn . 9, 683 2,572
"' Tq Philippipes and Virgin Talahds imaveennane 12,8161 2,000

Oy L ERSTRIIR : ,, [T .

"t Durlisg 1938, thie paymants to prodtioars ware made under the Agricutvira) Adiustrdent Aot, as amended.
To 193, Ao PO were ad BrIBOATY UBdor i SCPRTOLER) Appropriation Act Ty

1 Phitippine Bugar Limitation Act and Reclprocal Trade Agreement with Cuba under the
Trade Agreemant Act.
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DIFFERENTIAL ABOVE WORLD MARGIN OF AMERICAN CANE. REFINERS .

It is difficult to ascertain accurately the amount by which the cane refiners’
margin in the United States exceeds the margin which would be obtained by
them without quota legislation. However, it i3 of significance that the refin-
ers’ margin on refined sugar sold for export from, the United States has been
considerably under the refiners’ margin in the United States. The following
table shows the refiners’ margin for each of the years 1934, 1935, and 1936 on
sugar exported to foreign countries and on sugars' sold in the United States.

" | Refiners’ margin ?
: Exports of
Year refined United
sugar
Export States

1034 139, 481 0.34] , 0.8
1035.... 113,057 .32 .88
1936 . e,716| : .88| - .83
AVOIBE0 1034-38. e o eemeeeeeneneerascccscsmnnrennenns s eamnennn amancnaeaas .41 .86

1 In the refining process approximately 7 percent of the raw sugar melted is Jost. This item of refinin
-expense, both for 5&% suxuslx))grrchased at Unpited States %uom rices (with duty paid) and sugars puu&aseg

at the lower world price used for export is deducted in the above table. Data in the tables are ob iped

from Willett & Gray **Weekly Statistical Sugar Trade Journal”, and in both cases prices are quoted prices
which are stated to be above actual prices, P

On the quantity of sugar delivered by refiners for domestic con-
sumption in each of the years 1934, 1935, and 1936, the refiners have
received an aggregate differential over and abidve the margin they
would have obtained in the world market, as follows: R .

Deliveries Excess of
Year by refiners |United States| Subsidy to
) \ for domessic | margin over refinecs
consummption jexport margin|

(Shorttons | (Dollarsper | '~ '

refined) ton, o L
1034 3,879, 700 1.00 $42, 677,789
1935 .a 202, 632 - 1080 | 420
1030 cucennsccanananronsasnssnsvomnscrsmranenavesttanaenenenann 4,210,878 5,40 22,738,725
Average 1934-36.ccuacnacencececnuencacanccasccunncancane 4,007,760 | @ 9.07.} - 36,934,080

_Senator LoNerean. Doctor, do you know of any plan which tould
‘be adopted which would result in a lower price to the consumer?

‘Mr. Bernmaror, Senator, there are many plans which could re-
sult in a lower price for sugar, and also a higher price.

Senator LoNeraaN. This is your best judgment? o

Mr. BerNuARDT. Senator, the world price at the present time is
1.4 cents per pound. Presumably, if we have no tariffs, and if we
had no quota protection, the price of sugar in the United States,
at least. for a period of time, would be Iower than it is now. “In
fact, it was so before the Jones-Costigan Act. -~ .+ i

The average retail price of sugar in the year 1932, which was the
lowest year, was 5.1 cents per pound.’ Then in 1933 we went off
‘the gold standard, and although there was no Jones-Costigan Act,
.or.any control legislation, there was -a stimulating:effect upon the
price of sugar as a result of that situation, and also the expectation
of legislation during 1933 and negotiations with, ;‘e,s&ept to the stabili-
zation agreement. “The price that year went up fo 5.4 cents retail,
and then the Jones-Costigan Act was:eriacted: it 1984, and 'the Hrice
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went up to 5.6 cents, and in 1935 it was 5.7 cents under the operations
of the act, and 5.6 cents last.year.

So that there was a lower price in that year (1932) and, of course,
those who have spoken for the industry have here indicated that
the reason that they want this legislation is to stabilize and maintain
the price level of sugar. , . :

Senator Crark. Doctor, when the Jones-Costigan Act was first
passed, as the Senators- who were members of this committee then
will recall, the greatest argument made in behalf of the extremely
favorable treatment of Cuba contained in that act was the state-
ment by the Secretary of State, made before this committee, that if
we did not take some such step as this for the relief of Cuba,
that: there would be a revolution in Cuba, and that the obligations
of the United States under the Platte Amendment were such that
we would get in a lot of trouble down there, with European countries,

-and virious other ways. Now, since the passage of the Jones-

Costigan Act there have been four or five revolutions in Cuba, and
Cuba has been in the hands of a military dictator ever since, and in
the meantime the Platte Amendment has been repealed. Now, is
there any argument as to the Cuban allotment that has taken place
and the one which the Secretary of State made at that time, which
seems pretty nearly to have worn out its appeal?

Mr. BernzarDT. Are you asking me that question, Senator?

Senator CLark. Yes, sir; I am asking you that question.

4 Mr. Bernmarpr. I think that is rather outside the scope of my
uties. . . -

The CrAIRMAN. Any other questions?

(No response.)

The Cramrman. All right, Doctor, we thank you.

Mr, Bernuaror. May I state, Senator, in response to the Senator’s
question about the matter of the price, that it might be well to insert
in the record Secretary Wallace’s analysis, including his recommenda-
‘tions with respect to the sugar program of March 15, in which he
explained the conditions prior to the Jones-Costigan Act and the

" subsequent developments.

The CrarMAN,. It is so ordered.
. " .(The information referred to is as follows:)

UNITED STATES DEPARTMENT'OF AGRICULTURE,
. * + AGRICULTURAL ADTUSTMBENT ADMINISTRATION,
o o ) Washington, D. C.
Release in morning newspapers, Monday, March 15, 1037,

SBECRETARY WALLACE ISBUES STATEMBENT dﬁ' Svoar

.. In response to requests recelved by the Department of Agriculture for infor-
mation with respect to the sugar quota system and the roposed excise tax on
sugar, the Secretary of Agriculture today issued the following statement:

“In a message to Congress on March 1, 1837, the President recommended that
in connection with any future sugar quota system various provisions should be
made to protect adequately the conflicting interests of the various groups con-
‘cerned. In order to understand fully the significance of the President’s recom-
mendations it 18 desirable to review bulefly the conditions that have existed in

the t‘i;xduvs:try during recent years and the effects of a tax on sugar under a quota
-gystem, - . : L

"' “CONDITIONS FRIOR 'ro THE SUGAR PROGRAM OF QUOTAS, PAYMENTS, AND TAX

. .“Prior to the enactment by Congress, in 1934, of the former sugar program,

Wliiéh‘ included quotas, benefit payments, and a tax, the income of domestic

L
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sugar-beet and sugarcane producers had declined steadily for 3 years. The
average return to sugar-beet growers, ror example, had declined from $7.14
per ton of beets harvested in 1930 to $5.94 in 1931, $5.28 in 1932, and $5.13
in 1933. The wages paid the fleld laborers had dropped to a low level and
some districts were complaining about permitting young children to perform
the strenuous work in the flelds.

“The returns of sugar beet processors had also “declined after 1929 to the
point at which a majority of them were incurring financial losses. The reve-
nue obtained by the Federal Government from import taxes on sugar had
declined from an average of $125,000,000 for the H-year period 1925-29 to
$63,000,000 in 1933. : . .

“Imports of Cuban sugar by the United States had declined approximately
1,500,000 tons during the peériod 1928 to 1932 under the tariff system; and the
total exports of American agriculture and, industrial products to Cuba had
decreased from an average of more than $150,000,000 during the 5-year period

1925-29 to $25,000,000 in 1933. The decrease in the purchases of our agricul- ~

tural commodities by Cuba from 1928 to 1932 was equal to the normal produc-
tion of more than 800,000 American acres. Prices obtained for Cuban sugar
in the American market had fallen below the cost of production and Cuba
was suffering a severe economic crisis.

“The low income of the American sugar producing industry and the redue-
tion in the revenue to the Mreasury of the United States, during the years
1931, 1932, and 1933, had taken place following the increase in the rate of duty
on Cuban sugars from $1.76 to $2.00 in 1930. 'The price paid for sugar by
consumers declined from a national average of 6. 2 cents in 1030 to 5.7 cents
in 1931 and 5.1 cents in 1032, but advanced to 6.4 cents in 1933,

“In an attempt to alleviate the widespread depressed conditions Congress
enacted in 1934 the Jones-Costigan Act, and the United States entered into a
Reciprocal Trade Agreement with Cuba. It was believed that under the pro-
gram domestic sugar beet and sugarcane producers would receive a reasonable
return, that child labor could be reduced or prevented and adult laborers
given a higher standard of living. It was also anticipated that an important
contribution could be made to the economic rehabilitation of Cuba, that an
expanded foreign market would be opened to the producers of American ex-
ports, and that the program would not result in either a substantial increase

in cost to consumers or reduection over a period of years in the net revenue
of the I'ederal Goverhment. - .

“CONDITIONS UNDER THE BUGAR PROGRAM OF QUOTAS, PAYMENTS, AND TAX

“The results of the sugar program were most encouraging. The returns to
domestic suzer beet and sugarcane producers were increased considerably.
Sugar beec growers, for example, who had received $5.2€¢ per ton in 1932 and
$5.13 in 1938, obtained an average return, including benefit payments, of $6.91
in 1934 and $6.90 for the 1935 crop. The hiring of young children for work
in the flelds was nearly eliminated and the income of adult laborers was in-
creased substantially. - SN L ,

“The net returns of sugar beet and sugarcane processors were also incrensed
markedly. The reports published by a group of sugar beet Processors repre-
senting approximately. 75 percent of .the industry’s total volume show that

their income, stated as'a percent of net worth, was as follows for the fiscal ’
4

Years ended February 28 and March 81: 1931, —5.49; 1932, —4.32; 1933, 1.89
1934, 10.02; 1935, 8.51; 1938, 9.86. " . o B )
“The nct revenue to the Federal Government from sugar increased slightly
from $68,000,000 in 1933 to $69,000,000 in 1934, It declined, howevat, to $23,-
000,000 in 1935. The average unit prices paid by consumers of sugar in the
United States did not advance greatly.. The national average retail price
during 1933 was 5.4 cents, 5.8 cents i» 1934, and 5.7 cents in. lagﬁ._“’.l‘he.}aggre-
gate cost to consumers, however, increased substantially hecause each variation

In price of one-tenth of a cent is equal to a change in_ total cost to consumers
of more than $18,000,000 per annum, i :

“The fncome of Cuba from the sale of sugar in the United States during the

calendar year 1935 was approximately $45,000,000 greater than in 1933, an

increase of 125 percent. This increased income and the distribution of a large

portion of it among growers and laborers in Cuba, combined with the reduction

in the Cuban dutles on American products under the Reciprocal Trade Agree-

ment, resulted in an expanded market for American exports of agricultyral
, 8407—37——12 : v
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and industrial products. The exports of the United States to Cuba during the
year 1935 were $35,000,000 in excess of the 1933 exports, an increase of 140
percent; and of course the producers of American exports also received the
benefit of an expanded market in other countries, through the trilateral move-
ment of foreign trade, for the total increase in imports under a reciprocal trade
.agreement is reflected in a like increase in our total exports,

“PRESENT CONDITIONS UNDER QUOTAS WITHOUT PAYMENTS OR TAX

“The deciston of the United States Supreme Court in the Hoosac Mills case
on January 6, 1936, invalidating the processing tax and production adjustment
payments and left in effect only the quotas. The invalidation of the tax pre-
smmably did not affect the cost of sugar to consumers, who paid an average
price of 5.7 cents for sugar in 1935 and 5.6 during 1936. The decision resulted,
however, in a wide redistribution of income under the quota system; there was
a loss to growers, laborers, and taxpayers; and a corresponding gain to
domestic sugar processors and foreign sugar producers.

“The loss to sugar and beet growers that resulted automatically, under the
established grower-processor contracts, from invalidation of the former
processing tax and production adjustment payments,” was equal to approxi-
‘mately 50 percent of the former tax. (The decline in the income of growers
was offset to some extent by payments under the 1936 Agriculture Conservation _
Program.) It is estimated that at the same time the profits of beet processors
were increased between 40 and 60 percent over thelr net income from operations
during the calendar year 1035 when the processing tax was in effect. Sugar-
beet growers whose returns had been decreased, although the total income of
the sugar-beet industry virtually had not been affected, undertook to obtain
an appropriate adjustment in their contracts with processors to compensate for
the reduction in their income, but thelr efforts were of only limited success.

“The invalldation of the former production adjustment payments to pro-
ducers also destroyed the only practicable means that had been found to
assure labor an equitable share in the fiicome from sugar beet and sugarcane
production. Consequently, both growers and laborers are now denied as-
surances of an equitable and reasonable share in the income of the domestic
industry under a program of which they, as well as the processors, were
intended to be the beneficiaries.

“The loss of the revenue to the Federal Government that would have beén

obtained from the former tax on foreign sugars now finds its way to foreign
countries in an unanticipated increase in the price paid for imported sugars.
‘The deficit that this represents in the income of the Treasury of the United
States must he borne as an additional burden by American taxpayers,
" “The sugar program enacted by Congress produced several beneficial results
4nd represented a serious effort to balance fairly the conflicting interests of the
various groups concerned. It has been cut down, however, through the invalida-
‘tlon of the processing tax and production adjustment payments, to an incom-
plete law which does not operate equitably. The total cost to American consum-
ers of sugar purchased under the quota system during the calendar year 1936
has been estimated (without allowance for the. revenue of approximately
$40,000,000 the United States. Treasury received from import duties on sugar,
‘or fot' the possible increase in the world price that might have resulted from
‘chipnged couditions) at approximately $35%. ,000 in excess of the depressed
prices that prevailed in' the world market. In the absence of an adequate
means for bringing about and preserving an equitable distribution of the
increased income made avaflable under the present quota system there does
‘not’ appear to be justification for expecfing consumers to continue to bear its
cost, even though the prices per pound of sugar paid by consumers under the
quota ‘system have been low as compared with the predepression prices.

‘#Two general lines of approach have been suggested with respect to the
“présent problems. One is to continue the gquota system and to complement it
nidequately by the enactinent of an excise tax on sugar and by making provi-
;si%n for conditional payments to sugar beet and sugarcane producers. The
other 14 that the quot ﬁ!ﬁifém he discontinued and that the problem of protecting
‘the domestic sugar industyy be met throngh a return of the traditional tariff sys-
'Jtem'b,u,t’wt | dlich modifieations in the form of, preferentials as would be, required
‘to agsure ox Ana&bn;of,th@,ronetgu,maﬁkﬁt for American exports, ... ., .
. “Although the tarif’ approach, would appent tog,{:‘romisq’unnmted marketing
lapportariities to those ‘domestie’ prodicing dteas which have found sugar crops
“profifable under the quota system and consequently desire to' expdand fheir
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production, experience has shown that a limitation of domestic production is
inherent in the tariff system as well as in a quota system. The difference is in
the form of the limitation. Under a tariff system domestic production is eventu-
ally limited by the disappearance of profit as a consequence of the tendency of
agricultural costs to increase and prices to decline as production is expanded.
Under a quota system the production of sugar beets and sugarcane is limited
by-the restriction of marketings. The important difference between the tariff
system and the quota systein to domestic sugar producers is not found in the
factor of restriction but in the amount of profit that can be maintained. The
profit from domestic production under a quota system can be preserved through
the maintenance of prices, But under a tariff system, profits cannot be assured
over a long period of time on account of the possibility that the supply placed
on the market by either domestic or foreign producers may reduce the price to
a point to which production is no longer profitable.

‘“THE PRESIDENT'S RFOOMMENDATIOVB

“Ihe President has recommended that under any future quota sy stein an
equitable balance should be maintnined among the counflicting 1uterests of the
various groups involved:

(1) Protection of congumers against excessive prices.—In order that the
regulation of interstate and foreign commerce through the quota system may
not result in excessive prices of sugar to consumers, the President has recom-
mended that provision be made to prevent any possible restriction of the supply
of sugar that would result in prices to consumers in excesy of those required to
make the growing of sugar beets and sugarcane as proﬂtable as the production
of the principal other agricultural crops.

*4(2) Blimination of child labor.~—The prevention of child Iabor in sugar beet
and sugarcane production is highly desirable not only as a humanitarian meas-
ure to prevent the exploitation of children for the strenuous work in sugar beet
and sugarcane flelds, but also as a means of unemployment relief for adult
laborers, It is believed that the President’s recommendation, namely, that the
prevention of child labor be made a condition for receiving a Federal payment,
would éliminate a practlce which is generally recognized to be inimical to the
public welfare,

“(8) Protection of the tncome of laborers~—In accordance with the policy of
this Administration to bring about, wherever possible, improved wages and

working conditions for laborers, the President also recommended that the main-
tenance of wage scales of not less than minimum standards be included among
the conditions for receiving a Federal payment. Such a provision should make
it possible to afford full protection to the right of laborers to an equitahble
share of the total income of the industry.

“(4) Provision for’'small producers.—Under the Presldent‘s recommendatlons.
adequate provision would be made to protect the right of both new-and old
producers of small acreages of sugar beets and sugarcane to receive a fair share
of the benefits offered by the program. 'This would also tend to encourage
‘Increased diversification of crops.

“(b) Hrpansion of eoport markets ~—Since our exporta and imports are Inter-
dependent, the problem of making a quota system fair to the producers of our
surplus agricultural crops requires that adequate provision be made foy imports.
Our agricultural industries are prédominantly .on an export basis., Conse-
quently, American farmers require more than the American market in order to
dispoke of their normal production, and any increase .of protected productlon
impairs the export market for our surplus agricultural crops. :

“Under the provisions of the Jones-Costigan Act, and the Reclprocal 'l‘rade
Agreement with Cuba, there has been a continuous: expansion of : American
exports without decreasing the market for domestically produced sugar. At
the present time the quota system allots to other countries a certain percentage
of the total consumption requirements for the continental United States.
The President has recommended that in ‘order to protect this arvangemert
for expansion of our export markets, no decrease be 'made in the share of
other countries in the total quotas.

“(8) Protoction of taepayers.—The President Imq recommended nn exciae
tax on sugar-at the fate of not less than 0.76 per pound of sugar, raw yalue,
‘It is°estimated that a tax at this rate-would raise approximately $100,000,000
per ‘annum in‘revenue-to: the Treasury of ithe United: States, without. causing
an increase in price to consumers. It is.believed that:the. amount appropriated
from the general’ flmd ot thevu‘reusury for payments: to domestio sugar beet
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and sugarcane producers should not be in excess of the proceeds of any tax
on that portion of the sugar produced domestically.  Such a limitation on pay-
ments would appear to afford reasonable protection to -the interests of tax-
payers. It is estimated that the excess of the total income from the proposed
tax, over the total conditional payments to be made to domestic sugar pro-
ducers, would be approximately $45,000,000 per annum. This would constitute
ain appreciable item of relief of the burden, borne by taxpayers at the present
time.
“EFFECTS OF AN EXCISE TAX ON SUGAR UNDER A QUOTA SBYSTEM

- “On account of the fact that the levy of an excise tax on a commodity usually
results, eventually, in an increase in the price equal to approximately the
amount of the tax, one is likely to assume that excise taxes increase prices
under all conditions; but an excise tax on sugar, within certain limits, under
a quota system is one of the exceptions.

“The reason that an excise tax of 0.75 cent per pound of sugar would not
increase over a period of time the price paid by consumers, under a quota
system, may be stated briefly, The price paid by consumers is determined of
course only by the supply and demand for sugar and since neither the supply
nor the demand would be changed by the proposed tax, the price paid by
consumers would not be affected by the tax.

“Since in most instances the total cost of production (including duties and
taxes) tends to be related to selling price, therc is generally assumed to be a
direct casual relation hetween cost and price; but in fact the cost of production
affects price only indirectly through its effect on supply. If the costs of produc-
tion exceed price, there is a tendency for production to decrease, and the
decreased supply causes an increase in price. .Thus it will be noted that the
quantity of the supply, and not the cost of production, is the direct casual
factor in determining price; and factors other than cost of production—in this
case quotas—can supersede cost of production in determining supply, and
hence in determining price. .

“The levy of an excise tax on foreign sugar would of course increase the cost
of delivery, but under the quota system the price obtained for sugar sold by
forelgn producers in United States is greatly in excess of the prices they could
obtain in other markets. The amount supplied the American market by such
countries would not be decreased, below the total permitted under the quota
system, 80 long as the rate of the tax levied on foreign sugars were not greater
than the difference between the duty-paid price of sugar in the United States
and the sum of the world price of sugar and the American import duty. That
differential is approximately $1.50 per hundred pounds at the present time.
Consequently, there is a substantial latitude in which duty-pald and world
prices of sugar could fluctuate, with a tax of 0.75 cent, before it would become
adviantageous for foreign producers to decrease the amount of sugar they supply
to the American market below the amount permitted to be imported under the
‘quotas. .
~i#The supply of sugar from domestic sources under the quota system would
not be affected by the levy of an excise tax so long as Federal payments were
made to the domestic sugar producers approximately equivalent to the amount
‘of the tax. For these reasons, it apnears to be reasonable to assume that the
total ‘supply of sugar made available to consumers under the quota system

- would not be affected by the imposition of an excise tax of 75 cents ner hundred

‘pounds. - And if neither the supply nor the demand were altered by the levy of
‘a tax, there appears to be no reason to believe that the tax recommended by
the President would increase the price of sugar to consumers, Perhaps it
ghould be noted that although there was a.tax of one-half cent per pound of
‘sugar during 1985 and no tax during 1936 the difference in the price paid by
consumers in the two years was only one-tenth cent.

“It is generally recognized that since sugar is on an import basis, the im-
port duty, from the standpoint of consumers, is in effect an assessment on all
-sugar consumed in the United States, although the Government collects
revenue only on the imported sugar. The portion of the assessment on con-
sumers not collected by the Government represents the increased income to
the domestlc industry. Likewis, under a quota system, consumers are in
effect assessed an amount equal to the extent to which domestic prices are
fnereased above the world level of prices at which the supply wounld other-
wise:be. nvailable. Consequently, the levy of an excise tax, which would not
‘cavse an increase of the prices to consumers, would constitute merely the
‘substitution of an excise tax for a portion of the existing, but nonrevenue
prodiicing assessment on consumers under the quota system.
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“In addition to its ndvantages as a revenue producing measure, an excise
tax on sugar is also advantageous as a means of assuring domestic pro-
ducers an equitable income, of preventing child labor, of protecting the right
of adult laborers to reasonable wages, and of facilitating the ddministration
of the quota system.

“Phe experience in administering the former sugar program has shown that
the tax of 0.5 cent per pound was too low a rate either to constitute an
adequate source of revenue or to bring about the full social and economic
advantages of such a tax.”

The Crairsan. I am placing in the record a communication from
the Secretary of State with reference to Senate Bill 2706, together
“with a copy of the Secretary’s letter to the Chairman of the Committee
on Agriculture of the House regarding certain provisions of H. R.
6776.

(The information above-referred to is as follows :)

AveusT 7, 1037.

The HONGRABLE PaT HARRISON,
United States Scnate. .
My DrAr SENATOR HARrISON: I have your communication of June 25, 1937
requesting my comment on Senate biil 2706, which you state is now pending
before the Committee on Finance.

My attitude toward pending sugar legislation, in its various phases, has .

been stated on several occasions while that legislatlon was before the House
of Representatives. In particular, may I call your attention to my statement

before the Committee on Agriculture of the House of April 30, 1987, a copy -

of which is enclosed herewith. The draft bill submitted to the Committee on
Agriculture by the Secretary of Agriculture on April 8 last, fully embodies my
;lﬁws and I recommend that S. 2706 be so revised as to ‘conform to the draft
1L, ) .

I should like to single out, as of particular importance, a notable point of
difference between S. 2708 and the bill of the Secretary of Agriculture. The
latter would continue to allow the Republic of Cuba to fill 22 percent of its

sugar quota in the form of direct-consumption sugar. In 1036 this percentage

amounted to 462,573 tons. 8. 2708 would reduce the amount of direct-con-
sumption sugar from Cuba to 375,000 tons. I urge that the bill be amended
to provide for the continuance of the treatment established in the Jones-
Costigan Act for the reasons that: :

(1) the trade concessions granted to the United States by Cuba in the recipro-
cal trade agreement signed August 24, 1934 were based in part on the assumption
that the sugar control plan, if continued in effect, would not be changed to
Cuba'’s disadvantage; .

(2) the' difference between the amount of direct-consumption sugar now
allowed Cuba as part of its quota and the amount which would be allowed under
S. 2706 constitutes only about two percent of the total meltings of the domestic
refining industry, whereas it represents about twenty percent of Cuba’s meltings;

(8) in its report of February 8, 1934 the Tariff Commission reported “that
no change in the relationship of the duty on refined sugar to the duty on raw
sugar is warranted.” The quota limitation is merely another device for securing
the protection which' the Tariff Commission found not warranted.

(4) In view of the highly mechanized nature of the sugar-refining business
and the small amount of labor engaged therein (around 14,000 in the whole
United States), no appreciable increase in employment could be’ expected to
take place in this country if Cuban refined sugar were cut down; and

(5) it is believed to be against the public interest for the Government to *

grant any further measure of protection to a group whose record repeatedly
indicates it would resort to monopolistic practices and conspire to restrain
trade in violation of the antitrust laws. Only a little over n year agd the
United States Supreme Court upheld a lower court ruling and found the
Sugar Institute guilty on 40 separate counts of engaging in a combination
and conspiracy to restrain trade in sugar, ’
In terms of permanent objectives, limitation of the aniount of direct-consump-
tion sugar which may enter from Cuba is open to serious objection. In 08
much as the present legislation 1s of a temporary character designed to remedy
emergency conditions, some restriction may be necessary, but I cannot urgeé
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too strongly that that restriction be no more onerous than that provided in
the Jones-Costigan Aet. .

I should like to take this opportunity to comment on one feature of H. R.
7667 as passed by the House of Representatives, which does not appear in
S. 27068. Section 401 (b) as amended would subject to the taxing provisions
therecof “sugar in liguid form which is to be used in the distillation of
aleohol.” This measure is open to serious objection. I am confident that
when the effects which the amendment would have are fully realized, the
Finance Committee will recommend against its adoption by the Senate. My
reasons for this belief are: : ¢

(1) The objective of the amendment is to cause more corn to be ased in
the distillation of alcohol. According to the Department of Agricultute corn
would have to be selling at less than 40 cents & bushel at the distillery to
make profitable its usxe for this purpose in place of molasses. Such a price
would be ruinous for the farmer,

(2) A portion of the tax burden would be borne by the producer of molasses,
and a portion probably would be passed en to the consumer of industrial
alecohol. The domestic corn producer, far from being a beneficiary, would
more probably have to pay a higher price for his industrial alcohol. In addi-
tion he would probably be a loser to the extent that United States exports of
farm products to molasses-supplying countries (particularly to Cuba and the
Dominican Republic) would suffer curtailment.

(3) Sugar legislation does not appear to be the fitting vehicle for this
type of measure. The sugar bill is designed to regulate commerce in sugar;
the amendment would tax inedible molasses intended for the production of
aleohol, about 95 percent of which goes into industrial an medicinal products.

My views regarding this amendment are set forth somewhat more fully
in a letter to Representative Marvin Jones of August 3, a copy of which is
attached for your information.

Sincerely yours, 4
(Signed) CorveELL HULL.

Enclosures: .

1. Statement before House Committee on Agriculture, April 80, 1937.
2. To Representative Marvin Jones, August 3, 193%

(Copy]
. . AvgusT 3, 1937.
The HONORABLE MARVIN JONES, ’

Chairman, Committece on Agricylture,
House of Representatives.

My Dear Mgz, Jones: My attention has been called to the fact that the
Committee on Agriculture of the House of Representatives, directly before
reporting out the bill H. R, 7667, amended that bill so as to subject to the
taxing provisions thereof, “sugar in liquid form which is to be used in the
distillation of alcohol.” It is my understanding that an amendment of this
nature was not considered in any of the committee’s hearings on the bill and
that it has not appeared in any previous draft. Not having had a prior oppor-
tunity to communicate with your Committee on this particular subject, I am
taking this means of acquainting you with several of the amendment’s features
which this Department considers to be exceedingly important.

(1) I should like to raise the question as to whether H, R. 7667 is the fitting
vehicle for the measure contained in the amendment. The bill is designed to
regulate commerce in sugar; the amendment would tax inedible molasses in-
tended for the production of alcohol. According to the informal advices of
the Federal Alcohol Administration, 90 percent or more of alcohol obtainefl
from molasses is used for industrial purposes, 5 percent for laboratory, pharma-
ceutical, and medicinal purposes, and only about 5 percent for beverages. I do
not recall that such a provision has ever before appeared in a draft of a sugar
bill, and, of course, no such provision was In effeet during the life of the Jones-
Costigan Act.

(2) I am not aware that any official statement has appeared which would
throw light upon the object of the amendment. The only reference on this point
geems to be found on page 7 of your Committee’s Report No. 1179 of July 2,
1937, in the statement “an amendment proposed by the Committee subjects sugar
in liquid form, intended for distillation of alcohol, the taxing provisions,”
It is assumed that the object of the measure is to endourage the use of corn in
the place of molasses for distillation of alcohol.

»
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It would not appear that this amendment would achieve its objective. Aceord-
ing to the Department of Agriculture, corn would have to be selling at less than
40 cents per bushel at the distillery to make profitable its substitution for mo-
lasses in aleohol production. Even if corn were to replace molasses entirely in
the production of alcohol in this country, the result would have no measurable
effect on the income of the American farmer.

(3) It would appear that the amendment would burden the established trade
in molasses to no appreciable good. A portion of the tax burden would be borne
by the producer of molasses, and a share may be expected to be passed on to
the consumer of industrial alcohol. The United States imports around G6H
pereent of its supply of nonedible molasses. Of the total imports, Cuba supplies
about 75 percent and the Dominican Republic 9 percent. In a note dated July
17, the Minister of the Dominican Republic advised this Department that the
amendment in question would cause the sugar producers of his country to lose
approximately 60 percent of the income which they now obtain from the sale
of molasses for distillation in the United States. Such loss in income would lead,
in turn, to a decrease in purchasing power for American goods. As far as can
be ascertained, the commodity which would stand to benefit most by the
resuliant interruption in this country’s trade in molasses would be ethyl sulphate,
a petroleum byproduct, an economical raw material for producing synthetic
alcohol. The American corn producer would not be a beneficiary, but more
probably the payer of a higher price for his industrial alcohol and a loser to
the extent that American exports of farm products to molasses-supplying
countries (particularly to Cuba and the Dominican Republic) would suffer
curtailment.

The foregoing comments are intended to be apart from and unrelated to the
remaining provisions of H, R, 7667, and without any bearing upon-this Depart-
ment’s opinion of the bill as a whole.

Sincerely yours,

CogpeLL HULL,

STATEMENT OF THE HONORABLE CORDELL HULL, SECRETARY OF STATE, BEFORE THE
House COMMITTEE ON AGRICULTURE, FRIDAY, APRIL 30, 1937

In my opinfon the policy laid down in the Trade Agrecments Act is today
one of the greatest corrective forces working for a better balanced, saner, more
peaceful world, At a time when other forms of international cooperation are
faltering or being entirely abandoned, and emergency economic conditions still
exist, our trade agreements policy homs firm to a recognized code of fair and
mutually profitable commercial relations for all the nations of the world. The
greater momentum our policy acquires—and it has received splendid support
from many of the leading nations of the world—the greater will its good effect
be on world trade. It will help to relleve the strain on international relations
and thus reduce the likelthood of war.

In line with our policy of improving international economic relations, and
cooperating to improve economic emergencies, the Congress adopted the Jones-
Costigan Act which permitted Cuba to participate in the plan for rehabilitating
the domestic sugar industry. Our action at that time was influenced by many
considerations which are as valid today as then. Cuba is one of our nearest
neighbors. Many of our citizens laid down their lives in order that Cuba might
be free and independent. When we undertook to aid the Cubans in establish-
ing themselves as a sovereign republic, we assumed a moral responsibility
toward them. Cuba’s economic contribution to this country during the Great
War was of great fmportance, and we should reciprocate in every fair and
proper way. The Jones-Costigan legislation and the ‘trade agreement with
Cuba provide the fair treatment to which I believe Cuba is entitled. In great
measure they have corrected the injustices of the Smoot-Hawley tnrift thut held
Cuba in a vise of slow economie strangulation.

The legislation which the commitiee is now considering, namely, the con-
tinuance of the present sugar-control program, certainly until the emergency
which rendered that program necessary has passed, has therefore a very im-
portant bearing on our relations with Cuba, and I feel confldent that the com-
mittee will bear in mind the desirability for:broad reasons of policy for treat-
ing one of our nearest neighbors fairly and equitably.

I am also confident that the committe¢ will bear in mind the dlverslﬂed
interests of our Nation as a whole; sugar 18 one of our chief impbrts and an
fmportant‘item in the dlet of our people 1o consumer -should be “deprived of
sugar bechuse of its price; and the producers of surplus erops whose well-being
depends on exports should also be taken into account, If the ¢ommittee modifieg
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the Jones-Costigan Act contrarv to the principles recommended by the Presi-
dent, it will greatly increase the difficulty of the task of restoriug mutually
advantageous international commercial relations.

In order that you may fully realize how effective the trade agreement and
the Jones-Costigan Act have been in restoring mutually profitable trade rela-
tions between this country and Cuba, permit me to refer briefly to some of the
results which they have had.

The depression began early for Cuba owing to the low price for sugar, so
that by as early as 1931, the island was in a truly desperate condition. By
1933, our exports had fallen in value to 22.7 million dollars, when they had
amounted to 191.6 million dollars in 1924. The sugar control program and the
trade agreement brought about an improvement almost overnight. 1In the first
full year after the trade agreement, our sales to Cuba increased to 55 million
dollars, compared with 35 milllon for the preceding 12 months, and only 24.7
million for the year September 1932 to August 1933. In the second year after
the agreement they continued to increase and reached 64 million dollars. De-
tailed figures shmving the products of the United States which have benefited
by this upward trend in trade are available in a recent study between United
States and Cuban trade since 1934, copies of- which I am leavirig with you.
This study will show the wide o‘ttent of these bhenefits, which affect a repre-
sentative range of products in agrlculture and industry.

Our exports of white potatoes, onions, and dried beans to Cuba increased
during the first full year in which the Cuban agreement was in effect, from
$468,000 in 1934 to $1,170,000 in 1935, an increase of more than 150 percent.

Our exports of hams and shoulders, bacon and lard during the first year
of trade under the agreement with Cuba, as compared to the year preceding,
more than doubled, increasing by nearly $3.000,000; whereas in contrast our
total exports of these products was actmlly declinlng

Exports of wheat flour to Cuba in the second year of the agreement were
valued at $5,00,000, as compared to $3,600,000 in the vear before the agreement.

Shipments of passenger automobiles to Cuba inereased from $533,000 during

. the last preagreement year (September 1933 through August 1934) to $1,062,-
000 during the first year of the agreement, and continued to expand in the
second agreement year (ending August 1936) when they totalled $2,017.000,

Exports of radios and radio equipment to Cuba increased from $402000 in
the preaggeement vear (ending August 1934) to $989,000 in the year ending
August 1936.

. It 18, of course, true that our purchases from Cuba increased from 57 million

dollars in both 1932 and 1933 to 81 million in 1934, They totalled 101 million
dollars i 1935 and 122 million in 1938, Obviously it.is not to be expected
that sales of one country to another should balance its purchases.from tlat
country any more than it is to be expected that the doetor should buy groceries
from his corner groceryman to the extent that the latter requires mediecal
gerylces. Cuha does not buy as much from us as we buy from Cuba. We need
only a few of her products, mainly sugar and tobacco. whereas she needs to
import hundreds of different raw mnterhlq. foodstuffs, and manufactures.
Some of these we can supply, others e cannot. Cuba must buy in other
markets of the world what we cannot supply, but in-so doing, she is in effect
making available to tlird countries for the purchase of American products
dollar credits resulting from her sales to the United States. When we buy
foreign goods. the credits we create in payment do not leave this country,
They -have to be'liquidnted eventually either in gold, services, or goods. From
the sale of her sugar In the United States, Cuba uses some of the resulting
dollar eredits to buy foreign products which we cannot supply competitively, -
.and those credits are then avallable for purchases by those foreign countries
in the United States, There is an idea unfortunately too prevalent that when
we buy something from abroad;, we are losing not only our dollars but we are
also cutting some American producer out of the business. As I said before,
n dollar credit created here in favor of a foreign seller of merchandize must
be eventually used in this country.

But in addition to our sale of merchandise to Cuba is the fact that we sell
the island many “invisible” or service items that do not show up in trade
figures. These include freight, insurance, return on United States investments,
and so forth,  In the nggregate they are an important source of income to the
United States. For example, a large percentage of United States trade with
Cuba 1s-carrled in United .States bottoms. The following preliminary figures
show that tonnage carried by our ships to and from Cuba increased by 600,000
tons between 1034 and 1936:. .

l
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Fiscal years—

1034 1935 1036

Total tons of cargo between Cuba and United States........
Of this United States ships carried the tollowmg amounts...

3,079,021 | 4,466,478 | 4,337,765
1,354,563 | 1,911,644 | 1,954,

Percent Percent Percent
44.5 43 45

N

In other words, our Cuban trade brings considerable revenue to our trans-
portation services—several millions a ycar—which spreads out in wages, pur-
chases of ship and railway supplies, -and in payments to lighterage companies,
longshoremen, et cetera. All of these payments come out of the dollar credits
we make available to Cuba for her sugar and other products, and show clearly
* how such credits are often used up in ways which are little publicized but
which are highly beneficial to many interests and communities. The benefits
of the Cuban agrecment cousequeutly are not limited to,those reflected in the
trade figures.

There bave been some complaints by certain groups in Florida and. Louisiana
to the effect that while the Cuban agreement may have benefited other sections
of the country, it has not aided them. Let us consult official statistics. The
following figures shrow 'Cuba’s imports from the Florida and New Orleans
customs districts. ‘These do not include Florida and Louisiana products solely,
it is true, but substantial percentages of the total représent such products:

Eaxports from Florida ‘Customs District to Cuba

1982 e . - $4, 645, 143

1980 o e N ——- 6,469,921

1986 e e ——— (preliminary) .. 8, 663, 0600
Emports from Ncw Orloans C’uatoms District to Cuba :

103 e e e -~ $06, 748,475

1935 - et e e e e e 0 e 8 e e e e e e e e e 11, 424, 729

0830 e e —— (preliminary) .- 12, 471, 000

Source: Commerce and Navigation; 1936 figures supplied by Department of Commerce.

Now, i both cases, exports to Cuba have almost doubled between 1932.and
1936, the combined increase being almost 10 million dollars. This, in my
opinion, represents business that is worth safeguarding—not only because
original px'oducers are benefited, but because of the labor required in trans-
porting, processing, and handling these shipments.,

These figures deal only with Cuba. Let us also examine figures sho\ving
exports to the entire world from these same customs districts, which give a

better idea of the importance of forvlgn trade to Florida and Louisiana.
These figures are as follows:

Ezports to the world’
(000 omittedd

1920 1032 1033 1934 | 1085 1936

From the Florfda custorns distriet......... $55,600 | $23,746 | $20,860 | $34,356 | $36,446 | 1$30,308
From the New Orleans customs distriot....| 384,570 | 128,051 | 126,786 | 146,156 | 101,667 | 1167,070

1 Preliminary. -
Source: Commerce and Navigation.

" You yvill see how drastic a decline took place in exports trom these reglons
during the early part of the depression and also how a steady increase set
in 8 years ago, which has been sustained up until the present. These States
have not yet recouped anything like their 1920 'trade, but good progress has
been made anid I:believe will continue, so long as our sugar and trade agree-
ment policles are not upset. .

I also wish to acquaint the committee with the surprlslng varlety ot exports
from the Florida and Louisiana customs districts. I have had prepared a list
(which I shall leave with you) of some of these exports, not all’ of which
originate in these States, but many of which do. This list shows what & wide
variety of interests are concerned in these localities with foreign trade. You

-
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can readily see what it means to all of these various groups to have a steadily
increasing foreign demand for their products. We must consider this when
other groupe in these same States ask us to change our sugor and trade policies
which are helping to bring about general trade recovery.

I am also attaching a memorandum itemizing some of the direct and in-
direct benefits which Florida and Louisiana have obtained from our trade-
agreements program as a whole,

I trust that the foregoing discussions and the exhibits attached hereto will
convince you that the country as a whole, including the States of Florida
and Louislana, is benefiting under our trade policies. The recovery of our
export markets would be aided by increasing the quotas for full-duty countries,
which as provided in the draft of bill recently submitted by the Secretary ot
Agriculture, can be accomplished with fair treatment for all areas. At the
present time out of total consumption requirements of approximately 6,682,000,
the quotas for all the full-duty countries total only about 20,000 tons. This
amount is distributed among 27 countries, several of which could fill the entire
auota 10 times over. In the case of two countries, Peru and the Dominican
Republie, the conclusion of advantageous trade agreements will be facilitated
greatly if a way can he found to give the full-duty countries larger sugar
quotas n our market. The value to our export trade of these two markets
alone may be seen by the fact that our exports to them in 1929 amounted to
$30,686,000. In 1936 our exports amounted to less than half this amount,
namely, $18,018,000. Many key agricultural products have suffered because
of this reduction in trade, among them being lard, wheat flour, condensed and
evaporated milk, butter and edible oils, meats, and rice. Our exporters are
pressing to regain these lost markets in Peru and the Dominican Republic. It
will be difficult, however, to improve substantially our trade relations with
those countries unless we are in a position to show some trade consideration
for them. In the case of hoth countries, although there are some other con-
cessions that could be made, the most important aid to the conclusion of agree-
ments would be an expanded participation by them in filling the United States
sugar-consumption requirements,

As indicative of sentiment in those countries, permit me to quote from the
editorinlg of leading papers

The Listin Diario ((Audad Trujillo, Dominican Republic), February 2, 1956

“* * * More than 65 percent of our imports are of American orixzin with-
out. in exchange, our being offered great or small reciprocity. * * *»

“When shall we be able to mend these broken wires of commercial treatment
with the United States.”

La Croniea, (Lima, Peru), September 16, 1936:

Let the United States prove, practically, the effectiveness of that (good
neighbor) policy . .

“Once that quotna has been assured (referring to a larger sugar quota), more
money would flow into Peru. It is well known that the more money that
comes in, the greater will be the purchasing power. People spend more, and
therefore would give preference to American goods, the sales of which would
be doubled. not to mention the condition of prosr'-rlty which would follow and
which would beneflt all.”

Bl Commerclo (L.ima, Peru), February 26, 1937 :

“It would be difficult to strengthen the bonds existing between the two
countries, if nothing is done to remove the obstacles. and disadvantages which
at present burden nation products, The great desire for an interchange of
products can only be realized with equity, if the intention of collaboration and
of mutual understanding is made evident in a practical manner.”

Kl Universal (Lima, Peru). April 8. 1937:

“s s » (ertainly the hlte House will take into consideration the fact
that a country can hardly buy machinery and manufactured goods when its
economy depends upon agrlcultural prodncts which cannot be marketed.” )

In order to:increase the full duty qunotas without disturbing -the hasis’ of
the existing quota allocations, the draft of a bill presented.by the Secrotary of
Agriculture proposed -that any part of the:.full duty share of its quota not
utilized by the Commonwealth of the Philinpine Islands be renllocated on a
pro-rata basis to the full duty countries. Under the Jones-Costigan Act, the
Philippines have not elected to use any part of the full duty portion of its quota
80: that: it would :s¢em reasonable to'assume that umnlly:thls pm'b of its quota
would be available for realloeation, :

i Under. the -existing distributions.of the full dutv quotas. the Laﬂn American
Rennblics other than Cubh recelve 95.6 percent. - They woald cnnunue to shnre
in: the same ratio under-the ‘proposal for incteasing thelr: quotas,
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I call to the attention of the Committee that the President journeyed all the
way to the Buenos Aires Conference in order to give emphasis to our desire to
work in cooperation and to improve our friendships with the other American
Republies. Action by the Congress in the sense requested would give a practical
demonstration of the “good neighbor” policy.

This proposal seems preeminently ressonable and modest. It would not take
away a pound of sugar from the present initial quota of any area; it would
not involve any large amount of sugar, and in connection with trade agreement
negotiations it would make possible great benefits to our farm and factory
exports, to the advantage of the economy of the country as a whole, For these
reasons I regretted to learn that the subcommittee had entirely eliminated this
proposal from the bill, The stake of the country is so large in this matter
that I express my earnest hope that the full Committee will take favorable
action in this matter.

With regard to the sugar quota distribution in general, the Department has
consistently maintained the view that it should be fair and equitable to all
areas concerned, which means in effect that the gquotas should be directiy re-
luted to marketings during a previous representative period. This principle
was applied with respect to the quotas provided for under the Jones-Costigan
Act. All areas received quotas approximately in proportion to their marketings
during a previous representative period and shared pro rata in any allocation
of deficits or increase in the total quota owing to expanding consumption,

1t is, therefore, of great concern, not only to the Department of State, but
to the entire export community to flnd that the guota arrangement proposed in
Committee Print No. 2 departs from the principle of fair and equitable treat-
ment with respect to quotas as embodied in the Jones-Costigan Act. The com-
mittee print not only provides a procedure that would result in a reduction in
the basic Cuban quota, at the present level of consumption, of approximately
102,000 tons, but it would also in effect completely exclude the Philippine Is-
lands, Cuba, and all other foreign countries from sharing pro rata in filling
defleits and also from sharing in increased consuinption requirements. This
incquitable treatment markedly contrasts with the fair treatment provided in
the Jones-Costigan Act, under which all areas participated on an approximately
pro-rata basis in any reallocations because of defieits or increases in total quotas
as a result of growth in consumption requirements. .

The trade ngreement with Cuba was negotiated on the basis of good faith and
mutual advantage. Each country reduced its tariffs and curtailed other restric-
tions in ‘order that trade might move freely between them. In order to snaran-
tee that no new obstacles would be placed in the way of this trade, the Govern-
ment of Cuba agreed to impose no quantitative restrictions on the importation
of goods from the United States that are sct forth in the agreement unless those
restrictions were “designed to extend to imported products the regime analogous
to that affecting like or competing domestic produets.” Cuba scrupulously lived
up to this undertaking which is of real value to our export trade, The United
States agreed to a similar commitment with respeet to products from Cuba
described in the agreement. Sugar 1s one of those products.

With regard to imports of direct-consumption sugar from Cuba, Committee
Print No. 2 proposes a drastic curtailment. Uunder the Jones-Costigan Act, 22
percent of the Cuban quota may enter as direct-consumption sugar, Last year
22 percent was equivalent to approximately 450,000 tons. Under Committee
Print No. 2 no more than 300,000 tons of the Cuban quota may enter as direct-
consumption sugar. -

It is my frank opinion that this 18 a step backward, I feel strongly that
Cuba should not receivé less favorable treatment in this connection than wag
given under the Jones-Costigan Aet and which was confirmed by the Congress
in Public Resolution No. 109 of June 19, 1936. We are dealing with temporary
legislation which is designed to remedy emergency conditions. L?ter,' when '.th}s,
entire subject is examined from a standpoint of long-range natlonal policy,.it
may well prove to be undesirable to have any limitations whatsoever placed on
refinéd sugar entering this country. ' . o

- Certainly there is no warrant for a reduction in the amount of direct-oon<
sumption sugar allowéd Cuba under existing legislation. T belleve the intdres
of the great American consuming public will best he served by permitting rea-
sonable competitive conditions to abtain in the refining industry. A reduction
in the auotn of Cuban refined snch as Committee Print No. 2 proposes ‘Y?E}d-
T ain informed, practically forece the Cuban refiners to suspend operations. This
wonld not be a healthy or a desirable condition either from Cuba's statidpoint
or from the important standpoints of our trade with Cuba and the best interests
of our sugar consumers, . .

2



w an g s e

B s s 8 el oo st i

184 SUGAR

My opinion on this question is strengthened by the record .of the sugar-
refining industry in this country, which does not make reassuring reading.
Starting over 50 years ago, this industry has become well acquainted with our
courts in connection with suits on restraint of trade and other related matters. )
Only a little over 1 year ago the United.States Supreme Court upheld a lower
court ruling and found the Sugar Institute-guilty on 40 separate counts of
engaging in a combination and conspiracy ‘o restrqiu trade and commerce in
sugar. In view of this judgment of the court, it wonld not appear to be sound
‘public policy in any way to abet the return of conditions which have been so
bad that our courts have -had to take drastic action in order to clean them up.

I therefore urge the committee in all earnestness that it-maintain the status -
quo on the question of entry of Cuban refined sugar, pending, as I have sug-
gested earlier, a later reexamination of this whole matter in terms of perma-
nent objectives.

In summary, let me say that I am well aware of the complexity of the prob-
lem you are considering and of the difficulty in treating equitably all of the
manifold interests involved. I have endeavored to give you an accurate pic-
ture of how important this legislation is to the administration’s trade policies.
The decline in our imports of Cuban sugar from 1928 to 1932 was accompanied
by a loss’in the Cuban purchases of American farm products from more than
800,000 acres of our land..

It has been computed that consumers in the United States last year paid
approximately $350,000,000 in excess of world prices for their sugar supply—
a tax of nearly $3 on every man, woman, and child, including that under-
privileged one-third of our Nation—those 40,000,000 persons—who do not enjoy,
as the President has pointed out, sufficient food or shelter.

In view of the stake which we as a Nation have in healthy, unimpeded world
trade and considering the contribution.that liberal trade policies make toward
‘the great cause of international good will and peace and the improvement of

.standards of living, I sincerely hope that the committee will make every en-

deavor to reach an equitable solution of the problems you are now considering.
It is my fincere belief that you ean do no better than to follow, as your guide,
the principles laid down in the President’s mpssage as embodied in the draft
bill proposed by the Secretary of Agriculture on April 8,

Selccted. exports from the New Oflecms Customs Disirict

+ . Product . 1932 1935 1036

Qanned beet. .. .
Canned sausage
Sausage casings.

Milled rice...
Plain biscuits
Oyster shells.

ornstar
Cotton
Linters. .. ..t iceeeeesianan
otton yarn meteerlzedg
otton yarn (not mercerized)
Cbotton sewing thread. . ¥
Cotton twine and cordage. . ... 24, 348 62, 789 48,079
8:‘?%1 sheetings 40 Inches wide and under. .- '558, 949 556, 894 075,918
aburgs wand
Cotton bags. : )
RAYOD YAIMN. & v oo cneeennacncancrnnerann PO 81,213 207,513 143,739
8"10: hardwood logs.. . 0 mestaccemcasciassasnn 15,8685 106, 510 1

38, 413
geo‘a‘oted Iroad $168. ceuecnaanmensnonnnan [OURR O, . 34,208 . 109,047 130, 847
Sout m;({)ne:‘ . N
7 BAWOU.snenerraerenineonrarnosnsacarrennmnas .-

Rough. : 1,558 439 z,m% 1,023,531
" Dressed : O , I T 268700 migae‘y ’ 424,044

1 Not shown.

"
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Selected exports from the New Orleans Customs District—Continued

y Product 1932 - 1035 1936
Ash, boards..oo e cceeano oo PR eareraseseencnacasenscaanen 305, 274 3 3
um, black,.- 30, 179, 062 192,681
ak_ ... ;778,421 | 2,526,702 2, 857, 106
Poplar.. 90, 160,097 178,723
Walnut. ... 127,316 235, 315,643
Mahogany , 899 435, 534 408, 442
JY €00 T | O R, 65, 987 139, 053 113,792
Staves....... 586, 099 027,022 954,916
Tight heading. . c.oeeeovmecmenncnnnncen 139, 241 199, 134 239,
Shooks, tight 346,782 | 1,326,446 642,374
Veneers........ 33,710 172,789 203, 268
Hardwood flooring. 82,354 419, 391 483,898
Hanadles, for tools, e 127,536 , 816 261,126
QGréaseproof paper. .. 1,058 166, 994 214, 750
‘Wrapping paper. ...... 27,521 182,713 356, 413
Fiber insulating board.. ... .__.......... - 500,116 801, 855 845, 342
Paper bBES. . e cinecccccceencceaaeccccmammeemc e 74,425 139, 405 159, 478
QGas oll and distillate fuel oil. . 283,627 1 1,921,403 2,069, 276
Lubrieating ol ... iccicccaccccaacanae 2,339,109 | 3,332,764 , 068, 363
Lubricating greases...... 87,271 112, 249 135,900
QGlass con 50, 176 302,110 189, 530
Other glasswara. 5, 562 58,211 53,131
Fireclay bricK. oo oo icceaeccceecccceanean , 323 101,475 107,426
Asphalt.__._.__ 76,747 , 545 27,404
Steel sheets,
QGalvanized 244,663 978, 696 523,004
Black 73,028 47, 239, 456
Refined copper. 139,702 | 1,025,523 1 2,004,977
Radio-rece vm% , 678 187,825 203,9
Petroleum mac! ,450 | 1,401,820 1,201,748
Cotton gins, 8t cnvaciicaiocuccnaca 8, 080 922,7 1,176,708
Reaper-threshers... 1,061 | 1,102,819 310, 479
Tracklaying tractors. .o . .o e iiimeiaiennaccaimaaaanen- 26, 097 634, 542 1,037,977
Passenger cars évalued not over 38503. 02,541 | 3,533,843 3,443,613
Passenger cars (valued $850 t0 $1,200) .. cmceercnaciacaecacaccaccacan 49, 881 546, 156 707,434
B | IR - 04,414 | 1,297,663 1,352, 561
Other cosl-tar produets. ....oC..._.2000 . 3% 201, 653 179, 662
Carbon black.......... -} 1,846,000 | 2,057,400 2,057,919
Hams and shoulders - 203,177 372,056 352,822
Lard. ... . - 733,675 1 1,301,739 , 225, 388
8hellfish, canned - 8,853 31,312 58,073
Upper leather... . 19, 391 48,125 28,692
hoes..... - 16,824 3 299, 324
Other oll-cake mea - 6, 000 56, 273 16,124
Oystershells. .. oo ccieccecenaeenn i 178,716 188, ggg 215, 730
Cannod vegotables. . uoeuiiiiai i rinaanans . 7,302 13, 22,448
Oranges......_...... - 5,677 20, 824 33,827
Canned grapefruit - 264,078 | 1,705,722 1,674, 8868
Fruit julces..... . . 4, 87, 45 - 71,499
um resin.... .| 2,046,001 | 2,874,881 3,709,850
Wood resin....... . 264, 746 403,022 395, 206
Wood turpentine. . 14,359 78,668 192, 628
neoll..ceee.ooceoaee - 9, 338 91,528 166, 346
Vegetable and flower see 6,770 17,440 22,
Cornstarch and cornflour, 1,202 83, 228 122,
Raw cotton...oon...... 6,123,251 | 8,341,266 | 6,481,238
Cotton twine and cordage. 28, 242 117,649 17), 468
Southern pine, sawn.... 383,830 774,712 28, 207
CYDIOSY) BAWI . e e nvencronmcncosonnnncnsoscanmnnsnnennnsmmncensssnn 14,817 23,461 5, 085
Southern pine; :
Rough 2,302,281 | 3,363,078 1 2,014,047
Dressod.eceenenanenn 802, 670 428, 047 546, 632
Ash, boards. 160, 233 187, 652 205, 289
um, réd....cvevecanaa. 80, 852 63, 462 72,489
Gum, black 7,162 22,217 24, gg
fckory.. 27,805 23, 983 45,
Poplar. €0, 446 124,944 126, 805
Mahoga 2,749 9, 503 168,012
Shingles. 7,865 , 004 2,1
hooks. . 35,646 79,103 83, 518
'Boxboard 168,163 445, 840 397,
Qlass co itainers.. .. e aveven 18,877 1, . 103,904 08,
Tron AN 88B1 SCIAD- - - - e e ecmeerancooememmnoeeeommene e e oo 37,300 | 1,124,607 | §,443,
Bteel sheets, ﬁlvanhed.... . , 220 6,
Radio, recely ﬁsets ................. cemennen seresuasssasnasenanmons b 208,
Sugar-mill machingry.......
Cotton gins, ete....uuu..... seememcamerssmsesennannaanaan. aevnoanaans

grade.
Phosphate rock, Land pebble v
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BENEFITB TO FLORIDA AND LOUISIANA FROM THE TRADE AGREEMENTS PROGRAM

Sixteen reciprocal trade agreements have been concluded under authority
of the Trade Agreements Act, and concessions have been secured on hundreds of
American products, many of which are important to the agriculture, industry,
and shipping of Florida and Louisiana. In some cases foreign outlets are being
regained for products of which these States are outstanding producers. In
other cases foreign markets have been opened for products common to these and
other States, and the sale of exportable surpluses of such commodities will be
beneficial to all producers, even though the export shipments do not originate
in Fiorida and Louisiana. Moreover, the railways, trucking companies, and
steamship lines operating in these States are benefiting by the increased move-
ment of goods through their ports. And, most important, the people of these
States are sharing in the general improvement throughout the country which
may to an important extent be attributed to the expansion of foreign markets
for the products of American agriculture and industry.

The reopening of lost foreign markets must of necessity be a gradual process
and must involve many factors. However, the results already achieved have
demonstrated the effectiveness of the trade-agreements program as an instru-
ment for restoring to American farmers and manufacturers necessary outlets
abroad for their surplus production. Furthermore, the agreements have con-
tributed to an improvement of our relations with other nations and to the
maintenance of world peace, .

Florida counts among its important exports, fruits and vegetables (fresh and
canned), lumber and wood products, naval stores, and pheosphate rock. Be-
tween 1929 and 1932 direct exports from Florida of fresh and eanned fruits and
vegetables dropped from $2,600,000 to $900,000 in value, lumber and wood
products from $10,000,000 to $3,800,000, naval stores from $9,300,000 to $4,000,-
000, and phosphate rock and other fertilizers, from $5,400,000 to $2,700,000.
%}lei:'lestomtlon of foreign markets for these products is highly important to

orida. .

As a leading producer of citrus fruits, Florida is directly benefited by con-
cessions obtained on such fruits in 13 of the 16 trade agreements thus far con-
cluded. Eight countries, including Canada and France, have granted substan-
tial concessions on fresh grapefruit. Eleven countries have given concessions
on canned grapefruit, and four countries (France, Canada, Guatemala, and
Colombia) have granted concessions on oranges., -

Evidence is already available of the beneficial effects of these concessions.
During the first 6 months of the Canadian agreement, the United States ex-
ported to Canada 1,805,000 boxes of fresh oranges and grapefruit, valued at
$4,241,000, as compared with 1,583,000 boxes, valued at $3,710,000 in the same
period of 1935, During the first year of the Swedish agreement, cxports of
fresh grapefruit to Sweden amounted to 6,468 boxes as compared to 747 boxes
in the preceding 12 months. During these periods exports of canned grape-
fruit to Sweden increased from 1,270 to 17,644 pounds. During the first yoar
of the Belgian agreement, exports of grapefruit to that country were valued at
$216,000, compared to $08,000 in the preceding 12-month period, General ex-
ports of citrus fruits were valued at $10,300,000 In the first 6 months of 1936
as compared with $8,800,000 in the first half of 1935.

Florida growers or processors of vegetables are benefiting by concessions
obtalned in 15 trade agrecements: Concessiong include duty reductions and
guarantees not to increase the present duties on fresh, canned, and dried vege-
tables; in some cases the duty has been removed entirely and the vegetahles
placed on the free list. Canada particularly, gave the United States far.
reaching concessious. On sweetpotatoes, eggplant, okra, horseradish, and arti.
chokes the duty was removed entirely ; on most other fresh vegetables the hase
ad valoront rdte was reduced by 50 percent; and except for tomatoes the mini-
muzns. specifi: duties hitherto applicable during periods when our vegetables,
compete with Canadlan vegetables have been entirely canceled.. In agddition,
{he. system of advancing the value, and consequently the duty, on, vegetables
during the Canadian season has been greatly ameliorated. ‘

" Canadinn’ statistics show that imports of fresh tomatoes from the United
ftates lnerensed from 8.300.000 pounds valued at $170,220 in the first half. of
1985 to 9.700.000 pounds valned at $314,693 in the first half of 1986, During the.
wamp perldd the value of other fresh vegetables imnorted by Conada from the
United States Incrensed from $2.000,000 to $2.300,000. While Forlda mav not
fn all eases share directly fn the increased exports of vegetahles resulting
from the trade agreements program, it nevertheless benefits from all concessions

»
?
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granted, for whatever is exported to forelgn countries from other sections of
the United States tends to improve the domestic market and thus give Florida
beter wmarket opportunities at home.

Lumber and iumber products are other Florida products benefiting by con-
cessions obtained in 11 agreements. During the first year of the Cuban agree-
ment, our exports of gum boards, planks, and so forth, to that country, increased
from' 936,000 to 2,676,000 feet, while our exports of southern pine boards in-
creased from 22,000,000 to 33,000,000 feet, and of southern pine shooks irom
110,000 to 306,000 board feet. A larger quota for resinous woods was obtained
from Switzerland. Statistics for the first year of the Belgian agreement show
that our exports to that country of sawn wood increased from $1,800,000 to
$2,100,000. In the recently concluded agreement with Franee, substantial sup-
plemental quota allocations were obtained on common woods. Concessions
for naval stores were obtained from Brazil, Belgium, Colombia, Costa Rica,
Netherlands, Sweden, and France.

Sweden has bound phosphate rock and other fertilizers on the free list,
while Canada, the Netherlands, and Netherlands Indies have granted conces-
stong on certain fertilizers. Since Florida produces over two-thirds of the
con;ntry’s output to raw phosphate, these concessions are of particular interest
to it.

Louisiana’s stake in export trade Hes primarily in petroleum produets, cotton
and lumber, In addition to these, however, there are many other products
which form an important part of the export trade of Louisiana. Among these
are corn, semimanufactured cotton, rice, potatoes, sugar syrup, lard, and a
variety of fruits and vegetables. Smaller in value, but of importance to many
sections of the State, are the exports of cottonseed oil and cake, carbon black,
iron and steel manufactures, and naval stores, particularly rosin and turpentine.

In 1929, most important in exports from Louisiana were petroleum products,
valued at $77,204,000. In 1932 such exports amounted to only $12,926,000, a
decrease of 83 percent. With a view of restoring foreign markets for petroleum
products, the United States has thus far obtained concessions in 8 of the 16
agreements on a wide range of such products, including gasoline, all types of
lubricating oils and greases, parafin, petrolatum, and fuel oils,

Unmanufactured cotton has in recent years been the leading export of
Louisiana. In 1929, {ts cotton exports were valued at $63,771,000, and in 1932
at $47,913,000. Every effort has been made in connection with the negotiation
of trade agreements to insure the continued free entry of Amerlcan raw cotton
into foreign countries which now admit it free of duty in order that it may
move in larger quantities as foreign capacity to buy cotton, cotton manu-
factures, and other American products is increased as a result of the reduction
of excessive barriers to the sale of foreign commodities in this country.

Concessions of direct benefit to the American cotton grower and manufac-
turer have been obtained in 13 of the 16 trade agreements thus far concluded.
Six countries—Cuba, Sweden, Canada, the Netherlands, Switzerland, and Fin-
land—have guaranteed to continue the present favorable treatment accorded
fmports of American raw cotton, Two countries—Cuba and Guatemala—have
reducefi the duty on cottonseed ofl. Two countries—Cuba and Sweden—have
granted concessions on cottonseed oil cake. Five ecountries—Cuba, Canada,
Colombia, Guatemala, and France—have granted concessions on cotton yard,

and 10 countries have granted concessions on various cottor’ textile manu-
factures. :

Louisiana ranks high among the States in the production of lumber. Yuy

exports of lumber and timber in 1929 were valued at $12.528,000 and in 1932
at only $8,461,000. Important concessions have been obtained in 11 of the 16,
trade agreements 'concluded to. date. In addition to the benefits acceruing to
the producers and exporters of lumber products on which specific concéssions
have been obtained, the lumber industry should benefit from inéteased .exports
of farm and factory products which reguire boxing and crating,” It has been
estimated that 1,500,000.000 feet of lumber was used in the packihg of mer-
chandise exported from the United States 1ni 1929,

Loulsiana produces condlderable -quantitiés of rice, and this wroduct con-
ctitutes an important item in the export trade of the State. The value of
Louisiana’s rice exports declined, however, from $6,093,000 in 1920 to $2,657.000
in 1932. FEfforts are belng made to provide for the recovery of foreign markets
for our rice through the trade agreements program. Duty reductions on rice
have been obtained from Cuba, Canada, and France, while Belgium, Sweden,

ime Netherlands, and Switzerland have bound their duties on rice against
nerease,
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Concessions of importance have also been obtained on corn, eats, barley, rye,
and potatoes. Ten countries have granted us concessiong on oatmeal, and

from six countries we have obtained concessions on prepared breakfast foods.
" Concessions on paper products have been secured from six countries, includ-
ing the two which are the best customers for American paper exports, namely,
Canada and Cuba. The agreements with Canada and Cuba have resulted in
duty reductions on a wide range of paper products. ) .

Concessions of benefit to American vegetable producers and canners have been
obtained in 15 of the 16 trade agreements concluded to date. These conces-
sions include duty reductions and guarantees not to increase present duties
‘on fresh, canned, and dried vegetables: in some cases the duty was removed
entirely and the vegetables placed on the free list. During the first 6 months
of 1936, our exports of vegetables showed a 22 percent increase over the cor-
responding period of 1935. . . '

Concessions of direct benefit to domestic growers and processors of fresh,
canned, and dried fruit have been secured in each of the 16 trade agreements.

Concessions have been obtained on many other commodities of interest to
Louisiana such as carbon black, lard, iron, and steel manufactures, naval
‘stores, and jute bags. In addition, in 11 of the 16 trade agreements, facilities
have been provided for the exportation of American patent medicines and
pharmaceuticals. Nine agreements benhefit the American manufacturers of
paints and varnishes. . .

The port of New Orleans is second only to New York in the amount of
foreign commerce handled. The increased trade resulting from the trade-
agreements program will be of substantial benefit to New Orleans and the
many interests closely associated with international trade. :

Both Louisiana and Florida are in a position also, to benefit, directly and
indirectly, from concessions which have bheen-obtained on numerous products
other than those mentioned above. The United States, through this program
of reciprocal trade agreements, is expanding foreign markets for hundreds of
American products, While many Florida and Louisiana commodities may not
enter directly into foreign trade, increased foreign sales help to take up the
surpluses of some other producing region and thus give those commodities a
. better opportunity in the domestic market. Under this program the purchasing
power of a large number of farmers and workers, directly and indirectly
dependent upon foreign markeis is thuis being rcestablished. The restoration
of domestic markets through the diffusion of this increased purchasing power
is contributing greatly to the recovery of full industrial and agricultural ac-
tivity throughout the country,

The Crarman. T am also inserting in the record telegrams from
the president of the American Chamber of Commerce of Cuba and
the president of the Chamber of Commerce of Puerto Rico.

Hon. PAT HARRISON, HAVANA, CuBA.
Ohatrman Senate Finance Committee, Wash., D. C.

In behalf of American sugar interests in Cuba we respectfully protest against
the Lucas amendment to the pending sugar bill imposing an excise tax on
molasses used in the manufacture of industrial alcohol and which also adversely
effects all American business engaged in commerce between Cuba and the
United States. The taxing of this byproduct will greatly reduce Cuba’s income
from the sale of molasses und consequently immediately curtail Cuba’s pur-
chasing power for American farm and manufactured products including lard
and rice. The corn producing areas of the United States will not benefit be-
cause corn consumption in alcohol production will not be stimulated. On. the
contrary these areas will suffer through the loss of hog lard export trade.
We feel certain a thorough examination of these considerations will conclu-
sively show; that the Lucas amendment i3 highly prejudicial to the very inter-
ests it seeks to help and that it should be eliminated.

THE AMERIOAN CHAMBER OF COMMERCE OF CUBA,
G, W. MAGALHAES, President,



SUGAR 189

SaN Juan, P. R,
L. C. Hon. PAT HARRISON,
Chairman Senate Finance Committee, -

Earnestly request you bring to attention your committee my cablegram to
you of July.2 and urge that it be given serious consideration. We look up to
your committee to do justice by Puerto Rico. -

Firero L. DE HosTos,
Presgident Chamber of Commerce,
Puerto Rico.

SAN Juaw, P. R. 2,
N. L. T. Hon. PAT HARRISON,
Chairman Senate Finance Committee,
Washington, D. C.,

The undersigned organizations representing the business, common agricultural,
Industrial, labor, professional, and civic interests of the island vigorously pro-
test the discriminations against Puerto Rico contained in Senate Bill 2706 regu-
lating the sugar industry. We submit that such discriminations are an im-
pairment of our rights as American citizens and an unwarranted and unjusti-
flable disregard of the dire consequences- which proposed legislation is bound to
liave on eccnomic and moral wellbeing of this part of the Nation and .on the
very important community of interest now existing between Puerto Rico and
the United States. Further curtailment of our sugar quota would be a very
serious economic blow to a community already overburdened with the evils -of
overpopulation and in this connection request that your committee consider
that bearing of our sugar industry on the economie structure of the island is
far greater and more important than in the case of any other domestic pro-
ducing area and further that any loss in our purchasing power represents a
velatively greater loss to American business. Lacking political influence in
nations councils Puerto Rico must depend entirely on the high spirit of justice
and fair play of Congress and to this we now appeal.

Filipo L. De Hostos, President Chamber of Commerce of Puerto Rico}
American Federation of Labor, Puerto Rico; Merchants Fed-
eration, Puerto Rico; Farmers Assocliation, Puerto Rico; Civic
Reform League; Labor Commissioner of Puerto Rico; Chamber
of Commerce of Ponce Insular Chamber of Commerce; Grocery
Retailera Association; Dry Goods Wholesalers Association; To-
bacco Dealers Association; Real Estate Owners Assoclation;
Puerto Rico; Fruit Union, Puerto Rico; Sugar Producers Asso-
ciation, Puerto Rico; Fruit Exchange, Puerto Rico; Manufac-
turers Association, Puerto Rico; Board of Fire Underwriters
Contractors Assoclation; Liquor Manufacturers Association; Ro-
tary Club, Puerto Rlco, Bankers Association, Puerto Rlco,
Institute of Accounts,

The CHAIRMAN. Gentlemen, if there is no obgectwn, unless; some-.
thing comes up which we do not look for now, we will méet in
executive session at 4 o’clock tomorrow afternoon.

éSubsequentl the followin, was furmshed the comxmttee and
ordered prmte in the record: % ,

Um'm) S'xwms [37%.4:] SUGAB REFINERS' Assocm'ﬂon, C
B :Waahington,i‘D. c., Auauat 10, 1937,
Senator Par I-IAmusoxv, o

Ohatrman of Senate Finance Committee, '
United States Senate, Waahlngton, D. 0 :

Dmn SENATOR HARRISON: The following ‘comments with respect to testimony
a’t! :h? heatrlng before your committee on the Sugar bill, August 9, 1937, may be
of interest:

1. Mr, Arthur L. Quinn, representative of the Puerto Rican refiners, testified
(p. 109 of printed record) that the American Sugar Refining Co. owns “a
25-percent Interest in the common stock of the National Sugar Refining Co., for
whom Mr. Bunker testifled. That amounts to 145,738 shares.”

The American Sugar Refining Co. does own a 25—percent interest in the com-
mon stock of the Natifonal Sugar Reflning Co., but Mr. Quinn failed to mention

84673 7-~—13
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that that stock is held under terms which deprive it of any representation on
the board of directors or voice in the management of National.

Mr. Quinn also mentioned interests of American Sugar Refining Co. in two
beet-sugar enterprises. Those enterprises are not members of the association
which I represent.

2. Mr. Quinn’s testimony (p. 109) exaggerated the Cuban interests of the
American Sugar Refining Co. I am advised that the American Sugar Refining
Co.’s Cuban interest cousists of two raw-sugar plantations, which, under the
existing Cuban sugar control, have an annual production of about 700,000 bags
of sugar out of a total Cubnn crop of about 20,000,000 bags

2. At page 112 Mr. Arthur L. Quinn stated that the reﬁnery built in Brook-
1yn in 1935 “has a melting capacity of about 1,800,000 pounds a day.” I have
personally visited that refinery, and the fact is that it is one of the smallest
refiners in the United States, having a melting capacity of only about 350,000
pounds a day. It is engaged in the reflned-sugar business in only a limited
way.

May I suggest that this letter be included in the record of the hearings?

Yours respectfully,
ELLsWORTH BUNKER, Chairman.

STATEMENT SUBMITTED BY CHARLTON OGRURN, GENERAL COUNSEL FOR THE
AMERICAN FEDERATION OF LABOR

The provisions of the sugar bill (H. R, 7667) are far from satisfactory from
the point of view of the public and of labor.

" It seems to me, however, that, if there be established by law a quota of
raw sugar, it is only fair to American labor that there be a quota on
refined sugar coming into this country, especially from Cuba.

American labor engaged in production and transportation in American sugar
refineries naturally look askance at competition from Cuba, where there are
low-wage scales and where the unions have been virtually abolished. The
modification of the Platt Treaty leaves us free from any obligation to place
the Cubansg on a parity with inhabitants of American possessions.

1 hold no brief for the sugar refiners of America, whose policies have justified

much of the adverse criticism against them. Thelr record, however, is cer-
tainly as good as that of corporations engaged in refining sugar {n Cuba as, for
instance, the Hershey Co. Some of the American refineries are paying their
union labor as much in an hour as labor in the Tropies receives for a day's
work, Should this American labor be subjected to this ccmpetition from the
Tropies?’
* Unlimited importation of refined sugar from the Tropics undoubtedly would
reduce somewhat the cost to the consumer. (The importation of all manu-
factured products from abroad, free of duty, in fact would correspondingly
reduce the cost of these manufactured products to the American consumer;
but we still keep our tariffs.) American labor is opposed in principle to the
éxtension of manufacturing to the Tropies where labor recelves as much for
a day as an American worker gets for an hour. The decision of the Supreme
Court in the Philippines Ooclmut (0317 caae g'Wes us a legal warrant for seeking
this protection.

My view, however, that H R. 7067 should retain the quota on refined sugar
as contalned in section 207 is predicated upon, and I believe justified, by the
whole quota system ‘of raw sugar and.the -subsidles which are paid thereunder.
The quota system for refilned sugar is certainly no less artificial than the sub-
sldies system of raw sugar quotas.

It is my opinion, furthermore, that the labor provisions contained in H. R
7667, title III, section 301 (a) and (b) should be strengthened for the better
protection of labo_r. I believe Mr. Green, president of the American Federation
¢t Labor, may .address a letter on the subject of the labor provisions to you.

[ . P ol
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Brier oF H. E, Mites, CHAIRMAN, FAIR TARIFF LEAGUE?

Mr. Chairman and members of the Finance Committee, each of the many
times that I have read the title of the pending bill on sugar (H. R. 7667),
I have, in imagination, made an instant trip to Greenland and back, a pleasant
experience in the dog-day heat of summer in Washington.

Why Greenland? Because as a boy the name fascinated me—a cool land
clothed in the beauty of majestic and primeval forests, with tumbling rivers
and an abundance of physical life.

Years later when I learned that the opposite is true; that there is not an
iota of green in Greenland and that the only life there is a few hundred
wretched Eskimos and a few polar bears, all living off the defenseless life of
the sea; and that it was called Green-land because there was no green in it
and that the green if any must be in the name, when I learned this it was
too late to rid myself of the first illusion.

As with Greenland the title or name of the bill under consideration is
virtuous—I won’'t say virtuous because the bill is quite the opposite.

The title says (1) "To protect the welfare of consumers of sugars”’ when
the bill does the opposite. .

Through the many taxes and subsidies that it imposes or supports it robs
a million of the poorest families in Americs of the equivalent of sixty loaves
of bread or sixty quarts of "nilk per year; I refer to regularly employed fam-
ilies. I do not include the other millions of families who are unemployed and
living on relief or charity.

The above statement accords with the findings of the Consumers’ Counsel of
the Department of Agriculture,

A bulletin recently released by the Bureau of Labor Statistics finds that the
typical regularly employed working family with the smaller income spends $8
a week for food for a family of four or 9% cents per person per meal. As
your sugar subsidies average $3.23 per person per year, it takes from these
'goor employed families the equivalent of 30 full meals per year or food for 10

ays. .

As millions of families on rellef must live as cheaply, you do as badly by
them., All told, you would rob millions of families who are never free from the
pangs of hunger, not even when they are asleep. You weaken their efficiency
and lessen the possibility of bettering their incomes. This is the way that the
nameless party now in power, sometimes called Democratic, sometimes New
Deal, “protects.the welfare of consumers of sugar.” And, in less degree, but
in the same fashion, robs moderately well-to-do families of money needed for
dentists, for medicines, and for education of children, for recreation and modest
pleasures, Republicans did their worst when they could, but never so badly
as now. Sugar is bipartisan and with a vengeance,

(2) Next, the title promises “to protect the welfare * * * of those en-
gaged in the domestic sugar-producing industry.” Certainly not their moral
welfare, because this bill, like the present law, gives. some $61,000,000 to
the refiners of home-grown sugar, of which inillions as much is used as a slush

fund for the corruption of public morals and legislation as is needed to con--

tinue, not the promises of the bill’s title, but the actual evil practices of the
provisions of the bill. For this $61,000,000 domestic processors render no sery-

ice whatever. Their service in processing takes only 70 days at harvest time,

for whi¢h service they are amply paid at a decidedly higher rate than is
chargﬁd 11()]y the coastal refiners who .grow richer and richer without govern-
mental ajd. : :

For every domestlc sugar grower who says he gaing .from‘tl.{ej)resent con- .
sumer's subsidy tax of $410,000,000 annually, there are 100 other farmers of .

such opposite Judgment that they won't grow sugar at all. They are convinced
that other crops pay better. .

To what I call the 61-million-gollar slush fund given to domestic processors
add $300,000,000 taken by force of -law from poor and rich. alike and dis-.

tributed between domestle growers, Hawall, $52,372,000; . Puerto Rico,
44,5687,000; and the Philippines, $52,000,000; with as much of this total to be

used for slushing and corruption as will continye legislation of this sort, and.

we see why Congress and the Nation is helpless; why the present admin-
istration was strongly inclined. toward free sugar and then changed its mind;

1The league 18 a proteétlonlat -organisation of some -2 milllon members striving to l
‘Protection from the extortion and graft that has fastened upon it. | & . treo
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why only President Wilson in this century put the total sugar subsldy at 1 cent:
a pound and provided for free sugar 3 years later, as against 2.6 cents in
1938, including $218,000,000 that the growers added privately to their price for
their private use and benefit. They could do this because the quotas provided
by Congress establish a near scarcity, with each week’s supply just equaling
the demand; in fact, a monopoly basis as proven by the uniformity in prices
at monopoly and extortion levels.

(3) The title promises to promote the export trade of the United States.
This when no sugar bill could be written more hurtful to export trade than
this bill which keeps idle 954,000 acres of choice farm land and the men who
would till them, with the product to be taken by Cuba in addition to her pres-
ent purchases if we would take her sugar in payment. Unquestionably Holland
would use the product of as many more acres if we would take her sugar from
Java in payment. If we wanted still more sugar other countries would trade
on the same basis.

If Louisiana would free itself and the Nation of its sugar profiteers it
could replace each of its present sugar acres with 3 acres in cotton for export.
States like Jowa could substitute for cach acre in sugar 3 acres in corn or 8
acres in wheat. So says the Department of Agriculture.

(4) Lastly, the title of the bill would tax sugar consumers the above
$410,000,000 “to raise revenue” for the Government. In fact, the sugar revenue
raised in 1936 consisted of about $395,000,000 raised as private revenue for
the private use and benefit of the sugar profiteers and only about $15,000,000
going to the Treasury for its own use after the $39,000,000 of net receipts had
been reduced by checks on the Treasury distributed as benefits to growers—
$15,000,000 net to the Treasury in 1936 against $145,000,000 collected and kept
by the Treasury in 1926, less about $6,000,000 returned as draw-backs on foreign
raw sugar processed at our seaboard and then exported.

In answering the reasons given for the legislation proposed, it seems to
me that I have commented sufficiently upon the bill in general. )

The quarrels that have delayed action for nearly 5 months since the first
bill was introduced in the House, have been quarrels between the profiteers
themselves as to the division of the loot with never a thought or care for the
engaging principles stated in the title which principles cover the fundamentals
of the whole proposition. '

Secretary Wallace was right when he said to you when you first considered
the establishment of quotas if those who first put a tariff on sugar had
known the consequences they would never have done it. Sugar is a black or
brown man’s crop, wholly unsuited to our climate and standards of labor and
living.

Providence has put the best sugar area in the world, Cuba, just off our shore,
It 18 essentially a part of our continent, with only a narrow waterway between,
traversed by car ferries. A car loaded in either country is delivered at any
railroad station in the other country with no more trouble or delay than by the
car ferries across Lake Michigan or from Oakland to San Francisco. We can
no more lose the freedom of the narrow waterway to Cuba than we can lose
New Orleans or Charleston.

A question by Senator Vandenberg today indicates that he thinks that sugar
should be grown in the States to prevent extortionate prices fromm abroad. In
proof he cltes the price of 20 to 22 cents per pound from Cuba in wartimes.
That price was due solely to the fact that President Wilson was so ingrossed in
war problems that he didn’t stop to sign contract with Cuba that would have
continued the former prices which were on a level with our wartime prices on
our staple crops. For a very few days while the contract was waiting for the
President’s signature speculators intervened and doubled the price for so few
days as to hurt us only through our fears. So little was bought in those few
days that the subject is to be dismissed as a mere incident. ’

Senator Vandenberg algo says that the price of sugar in the States 1s as low
as in any great country except Britain, Continental countries are subsidizing
sugar for the same reagon as shipbuilding and munitions of war and all because
they fear the coming of war almost any day. They can be sure of sugar only if
theg_' produce it. Why compare us with them? S ]

reat Britain has the same fear of war and for that reason only ia subsidizing
home production to the extent of $16,000,000 per year in 1938, 1034, and 1935
against our subsidies of $410,000,000 per year, Britain is honest and knows
how. Against these subsidies Britain collected in excis¢ taxes on home-grown
sugar in the year 1984-85 $11,776,000, and in 1935-36 $10,406,000, leaving her
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mnet subsidies above collections from home growers less than $6,000,000 per
Year. Think of our sugar growers paying sugar taxes,

Britain’s net revenue from taxes on sugar were over $53,000,000 in 1934-35,
and $50,000,000 in 1935-36. Britain’s net revenue from sugar in these 2 years
would have averaged $166,000,000 if her population had equaled ours. The
total would have been 10 times greater than the net revenues to our Treasury in
1936 after paying benefits to growers.

In addition British consumers got their sugar for 1 cent per pound less
than our consumers did. This saving applied to our population would have
been well above $100,000,000. Had we used British methods our consumers
would have saved from 250 to 300 million dollars in retail prices plus revenue
1o the Government. We know better; Britain does better.

Furthermore, as a rule Britain buys nothing abroad except as she pays
for it with what, to her, are the surplus products of her people. In this way she
has come to be busier than ever with a minimum of unemployment and great
prosperity, and no increase of consequence in the national debt in the years
when we have increased our debt from 16 billion to 40 billion dollars with
no stoppage in the increase, and our general problems unsolved.

In closing may I call attention to my statement of March 22 last to the
subcommittee on sugar of the House. It is fully documented and covers
‘almost every phase of our sugar problem.

I regret to say that I was not allowed to correct the proofs even in the
mispelling of my name. Consequently there are many minor errors which
amay cause some criticlsm but do not affect the essential facts presented.
ITlllce statement covers many sugar problems never before analyzed as far as

now,

As respects the boasted increase in our exports to Hawaii, Puerto Rico,
and the Philippines, it shows from Federal statistics that when we set against
the purchases from us of these islands, our sugar subsidies to them, they
-got their total purchases for 25 cents on the dollar, and for 4 cents on the
dollar after adding to their sugar subsidies their other gains from the free entry
‘of other merchandise sent us.

Is this the kind of over-seas trade that we want?

I leave with the clerk of your committee reprints of the statement last
referred to and corrected against the wishes of the severnl members of the
.subcommittee. Then Congressman Biermann of Iowa insisted that I be given
the usual courtesy of correction of a verbal statement made so rapidly that
-either the stenographer was mistaken in his notes or I mistaken in repeat-
ing from memory some of the figures in the tables, or both.

The record of sugar culture in continental United States with the ever-
increasing subsidies heaped upon consumers and the ever-increasing evi-~
dence of the impossibility of sugar growing in the States at anything like a
reasonable cost, reminds me of the intense desire of the great majority of
businessmen, citizens, the tariff rates, and subsidies be made to accord with
their ideals of justice and fair play as, in substance, expressed by the accepted
rule of measurement, the difference in cost of production here and abroad, with
the elimination from consideration of such domestic costs as are manifestly
unjustified because of the inefficiency of certain producers or of natural condi-
tions beyond control, as in the case of sugar,

Business and agriculture strove for this with all their might through their
organizations, beginning with a few in 1906 and ending with organizations
‘throughout the country with a representation of 80,000 businessmen represent-
ing more than 80 industries, distributors generally, and the National Grauge,
then the only national organization of farmers.

They ceased their efforts only upon securing under President Wilson in about
1017 a tariff commission which for 6 years met their expectations.

The present sugar situation shows how utterly all these endeavors eame to
naught. It makes one wonder whether a government can or should endure
under the domination of scores or hundreds of pressure groups who, through
legislation, take from the savings of rich and poor alike some 12 to 15 billiop
dollars annually,! heing a greater sum than the total taxes pnid to Federal,
‘State, municipal, anid local governments, the total taxes under which we groan,
according to the report of the United States Treasury in 1932, being the latest
available information,

1 913%% my statement, Senate Committee on Interstate Commerce bill, 8, 4055, June 14.
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In 1935, to get a domestic sugar crop worth 34.5 million dollars, international
value, raw basis, we paid domestic growers that 34.56 million dollars, and in
addition 410 million dollars in subsidies to home and overseas producers. The
figures for 1936 are virtually the same,

We paid the mills that processed this little domestic crop a full price for
the processing and 47.5 million dollars besides in subsidies. At first sight it
seems that consnmers paid these inland mills the going price for processing
at the seaboard of two-thirds of our consumption, and allowed them to add
another 47.5 million dollars for processing only 34.5 million dollars worth of
sugar, international basis. They did more than this—a fact almost never men-
tioned. The interior mills charged in addition to all this on the basis that
their sugar was grown in Cuba instead of on farms around the mills and had
paid freight from Cuba to the mills. Here is a direct subsidy of nearly 270
percent on the international value of the domestic crop, raw basis.

The following table shows where the money went:

Distribution of income, continental crop 1936, raw basis

{In millions of dollars]
Beet growers:
International value of CUOP oo oo e ——— 21,9
Subsidies - __ ———

Total received by beet growers, gross 155.0
Total net receipts only 38.5, see text.)
Cane growers:

International value of crop _— e ——— 817
Subsidies e e e 2 e e s e e o e 9.3
Total received by cane growWerS. e oo 18.0
Total received by all growWerS - o e 73.0
Subsidies to mills, raw basis:
Beet millS oo e e o e ot e 47.5
Cane mills, - e e o e e e e e 18.6
Total subsidies to MNS. or oo e 61,0
Total subsidies to mills, raw basis_ . 134.0
Total direct subsidies ahoveo_.____. e —————————————— 6. 4
Pyramiding in sweetened £oodstuffs. o oo oo 7.2
Cost of subsidies to consumers__.__ ——- e 103. 6
International value of continental crop at United States seaports___.___ 36.6

Subsidies alone equal a tariff on imports of 280 percent.

As the above table discloses, for each dollar of sugar, raw basis, grown in
the States consumers pay that dollar, international value, plus $2.80 to get
it grown In the States to nobody’s real advantage except the mills, that
through contracts with the growers. get $61,000,000 of the subsidies that the
public think that the grower gets and keeps for himsclf,

This $61,000,000 is the kind of money that “comes easy and goes easy.”
The kind of money that caused the original sugar-trust organizer, Mr. Have-

11t is nn exaggeration to say or to imply that, as farmers in the usual sense, beet
growers get 65 million dollars for their cirop. 'Fhis, because the weeders and thinners
ave o llen of about 30 percant on the gro4s receipts in payment of their special setvices
thnt do not apply to other crops. This pald, the beet growers have ouly 38.5 milllon
dollnrs for all the services cominon to other crops fncluding fertilizers, use of plant, ete.
This is why legs than 1 farmer in 100 wlll raise sugar beets. If beets pald better than
other crops, it must be because the subsidies are too grent. It qunnot be hohestly ex-
pected that the 100 farmers who do not raise bheets, and our total -population of 130
milllon people ghall bhe taxed to make extra profitable the raising of a crop that i= not
natural to our climate or our socinl staudards,  Inch weeder’s contract roq]uhw crawling 4
miles on hands and knees In the dust and Qirt and the use of undesirable Mexicans and
gths;hllko \Y‘orkers with scandnlous economic conscquences, because Americans will not
o this work, )

2 One-fourth of all reflned sugar 18 used in sweetened foodstuffs with successive
additions to _costs from manufacturers, wholesalers, and retallers, These Increases apply
to the subsidies the same as to all other clements of cost.

T
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mey(i!r, to say that he contributed liberally to the campaign funds of both
parties.

Incidental to this 103.6 million dollars of graft, usually called subsidies
to domestic growers and their processors, add 52.4 million dollars that went
to Hawaili plus 44.6 million dollars to Puerto Rico plus 52 million dollars to the
Philippines, plus pyramiding in foodstuffs and we have a total of $410,000.000,
with any part of this that is necessary used to control public opinion through
advertisements, magazine articles, and so forth, and to make Congress continue
these subsidiers,

This brings us to the first of several deflnitions of the word “steal” in the
greatest dictionary of our language, The New English—"a corrupt or fraud-
ulent transaction in politics”—$400,000,000 to get, to keep, and to spend to
assure its continuance,

No wonder that the greatest protectionists in our history have cursed the
sugar tariff and wished to be free of it; McKinley, Joe Cannon, and Senator
Aldrich, who said of it, “this infamous, unjustifiable, indefensible sugar levy”,
that has such a grip on our present Congress as never before; with the excess
above the subsidies under President Hoover so great that the mere excess
would buy all the sugar, raw basis, that we require in 11 months—almost our
total requirements for a year.

Businessmen, farmers, and all other citizens, excepting only the grafters
themselves, hate this graft that is common in many industries besides sugar,

The following table shows, in part, why we can’t produce sugar com-
mercially in the United States. It makes the nonirrigated beet States seem
ridiculous; Michigan, Ohio, and 11 other States listed together as ‘“‘all others”
because their production is so inconsequential, They have neither a reason-
able beet tonnage per acre nor sugar tonnage per acre. It is the sugar that
counts, with Michigan, Ohio and the “all others” getting less than a ton of
sugar per acre, and less than half what the irrigated States got in 1935 and
only a little better in their lucky year, 1936. This reminds us that the Bible
phrase, “The tree planted by the water-brook”, which rightly translated would
read, “the tree planted by the irrigation ditch.,” Sugar requires ample water
in the growing season and a long dry spell for ripening. The water must be
controlled in the States while in Cuba for instance natural conditions are
perfect.

Continental sugar areas—Yields per acre

Beets per acre suﬁg:v%g{e‘:im

1936 1035 1936 1035
MIChIEAN . e iieiiciiicmceareccticttaansoanincaaonscamann 8.8 6.0 .27 0.94
[0) 11T TP 9.2 7.0 1.07 70
Allothers foo e ieiiiiiiiaeinanas 8.2 7.5 .09 , 4
Colorado Y. e 13.1 13.0 2.00 2.2
Callfornia... 14.2 12.4 2.39 2.21
Utah d e e tmeietea et ccrsia e ae e 13.9 12.3 2.08 1,98

Cane per acre

@
23
o
8%

12.2

1 All others; being 10 States whose production is so inconsequontial that they are not listed separately by
the Department of Agriculture, They arg analyzed in the following table,

? Colorado and Utah are ty{)lcal of the Mountain States, including Nebraska whese crop is grown just
over the Colorado border and under the same conditions. Al these States are irrigated with abundant
water when they need it anfi little or none in the hot summer days when the sugar is developed in the ripen-
ing beets under a hot, dry sun.

3 This 2.2 tons per acre was for years before new seed and methods increased the yleld. The larger present
output has not been calculated.

v
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- The dependence upon weather conditions in Michigan, Ohio, and the 10 other
nonirrigated States listed as “all others” is strikingly shown in the difference
in yield of sugar per acre between 1936 and 1935.

The people of these States paid sugar subsidies in each of these years, $77,-
600,000 against their total sugar crop of $1,954,000, international value at our
seaports and their factories took care that they paid in addition a fictitious
freight charge from the seaboard.

Is it not because the people of these States are kept in ignorance of these
and other facts that the Congressmen from their sugar areas yield to the pres-
sure of the growers and more especially the mill owners in shouting for the
sugar subsidies and making the Nation believe that those subsidles are vital
to the well-being of their States? This, when their sugar growers could raise
other crops to as good advantage as is indicated by the fact that only 1 acre,
on the average, in each 1,000 acres of crop land harvested in these States is in
sugar.

I submit that we have no right, by general taxation, to make an unnecessary,
uneconomical, and petty industry profitable. At most, we can only equalize
its cost of production under efficient conditions with foreign costs. Yet the
Secretary of Agriculture in his public statement of March 15, 1937, makes the
maintenance of prices the principal purpose of the sugar quotas. Indeed, the
law so requires. Sugar culture in the States is to be possible at whatever
cost to the people, at least up to the present subsidies of $410,000,000.

The colored man in the woodpile is disclosed in the $59,000,000 of subsldies
pocketed by the sugar mills, “For this huge subsidy or graft the mills did
nothing except to stand idle all but 60 to 70 days during the year. ¥or the
work they did in.these few days they got additional and ample pay; yet at the
end of the year they had nothing to show for their mill operations and had
lost a large part of the subsidy.

This subsidy per annum exceeds 87 percent of the total used capacity of all
the milis, beet and cane, in the States. The annual subsidy of the last 2
vears pays the mills the total book value of their plant on the basis of capacity
used. 'This money goes directly into their pockets. .

Is there anywhere such another abuse of the taxing power? It is to get
this subsidy that the millmen finance the sugar propaganda which almogt
never refers to the mills and creates a mock sympathy for farmers who do not
need it. Nor do the farmers as such get for themselves for laboring through-
out the farm year the one-half of the subsidy that they are said to get. Their
$59,000,000 gross in subsidies are subject to a special labor lien of beet weeders
that applies to no other crop, being about 30 percent of the gross receipts and
leaving them for the operations usual in farming only $56,500,000 in subsidies
for themselves against $73,000,000 for the mills. -

Worst of all is the situation in Louisiana and Florida in cane production.
On their 1936 crops worth only $8,740,000 international value, raw basis, they
got subsidies of $23,000,000—a bonus of $23,000,000 for growing $8,740,000,
and they got the $8,740,000 besides.

And these are the people whom Secretary Ickes charges with being responsible
for the present proposals. For 40 years they have led in the corruption of
Congres<s, jointly with the beet processors.

ARB 11 STATES BETRAYED IN SUGAR SBUBSIDIES?

I am sory to submit a table that seems so complex at first glance., But in it
iz the story of the betrayal of 11 States, iaany of them great, and all of them
deserving of fair treatment-—their betrayal by politiclans and profiteers who
won‘;t tell them the truth, what they get and what they lose from the sugar
tariff.

For their collective beneflt, if it {8 a benefit, the sugar subsidies cause rela-
tively a very few of their farmers to get from less than 1 acre in each of
1,000 tilled acres enough sugar to bring them $2,442,000 after they have pald the
weeders' labor lHens. Against this they pay sugar subsidies of $77,600,000. Of
this the farmers pay $20,900,000. All this to get a crop that could be bought
at our seaboards from abroad (column ¢) for $1,934,000.

From this table can be read the story of each State in particular, even as I
tell the story of Iowa and Wisconsin, followlng this table,

As the agents and Representatives of these States bring most of the open
pressure upon Congress to continue this situation, it is in the power of these
States to correct the whole situation. '

T
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8ugar productwn in nonirrigated States, mostly east of the Rockies—Analysis
of “all others” in table above

REDUCTIONS IN CROPS IN RECENT YEARS

1) [0} @) “) ) ® m
Cc(;st t?sti gugar rtaxes basls
L) an
Recelved by grower : 1636 and census 1930)
Fera Yield
ol a e
States Year | $TOB° (@ © per mI;lt]l‘::;l @ T o
land acre, value
har- After tons
vested payln
Gross {a) To States | To farmers
abor
liens
(0] $41,000]  $29, 000 6| $21,0000 $24,600,000! $3, 200,000
, 000] 164, 000 8| 124,000 10, 500,000] 2,600,000
[0] 272,000] 191,000 7} 156,000 8,000,000 3, 100, 000
.1 , 000 195, 000] el 161,000 6, 000,000 2, 300, 000
.2 045,000] 662,000 6| 554,000 8,800,000 2,900,000
.1 303,000{ 276,000 6| 221,000 2,100,000 1,300,000
.2 436,000] 305, 000 8 , 000) 2,200,000] 1,300,000
! 4, 000 3, It 3, 000/ 1,400, 000 400, 000
Washington. . ) 101,000, 71,000 6/ 57,000 5,000,060 1,000, 000
Wisconsin........... 1934 .2 781,000 647,000 9] 432,000 9, 500,000 2, 809, 000
........ 3,;!11?,% 2,442,000|........] 1,954, 000 77,600,000] 20, 900, 000
-------- )
0.1 278,000 195, 000 [ P
.0004] 201,000  182;000 6|”""ii; 0oo|{ * 000,000 * 2,300,000
.0004]  329,0000 230,000 9 161,000
.2 781, 600 547,000 | IO
. 002 281,000f 197,000 6| 161,000 19, 500, 000| * 2,850,000
.001 | 339,000 237,000 9| 165,000

1 Kansas and South Dakota are helped by irrigation whlch. however, is 80 inadequate as to give them

only about the same yield per acre as the other States in the table. k

sha?s the water from a dam that {3 toc small for generous use.
er year.

I0WA AND THR SUGAR SUBSIDIES
A typical castern sugar-growing State, her profit and loss

The departments of agriculture in Kansas and Wisconsin hubllsh each year
their statistics on sugar production the same as on all other crops, but lowa

and seven other States, all east of the Rockies, except New Mexico and Wash-.

ington, will not divulge this information because they get it from their sugar
mills and are pledged to secrecy.,

Consequently the latest information on the volume of production in Iowa is
{hat of the census of 1934,

Assuming therefore, thnt Yowa's produetion in 1935 and 193¢ was the same
as in 1934 (it was not much different), Iowa's sugar-beet growers got for their
crop in 1935 and again in 1936 $272,000, Of this sum, they paid 30 percent to
contract labor, Mexicans in most sugar areas, for crawling on their knees in
thinning, weeding, ete., and for other work that Amerlecans will not do. Iach
contract requires 4 miles of this crawling in the dirt.

After paying this contract-labor lien the growers had left $191,000 for the
use of the plant, for fertilizers, and all ordinary farm operations common to
other crops.

Against this farm ipcome of $191,000 the people of Iowa pny sugar subsidies
of $8,000,000 per annum, of which sum Iowa farmers pay $3,100,000. This when
all the sugar grown in Xowa could have been bought, raw basis, at our seaports
for $161,000.

The 11 States that are bunched together as “all others” in Federal statistics,
because they are so inconsequential as sugar producers, paid in 1935 and again
in 1936 a total of $77,800,000 in sugar subsidies, of which their farmers pald
$21,000,000 in order to get grown in their States sugar that they could have

ll))mi‘;,;ht at the seaports for less than $2,000,000, and they paid the $2,000,000
esides,

ansas uses wells, South Dakota’
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- By what rights are facts like these kept from the people of Iowa?

The Federal Department of Agriculture finds beyond dispute that 904000
acres of our plowed land would be used by Cuba alone for our foodstuff if we
would take from her the amount of sugar that we took in 1928 when she used
these additional acres because she could pay for them with sugar.

The Department also says that each acre in sugar replaces 3 acres in corn or
cotton or 6 acres in wheat which could be exported if we would take sugar in
exchange instead of growing it in the States. Instead, we let now and for 50
years past as wicked a lobby as we have ever known, force upon us ever-
inereasing sugar subsidies totaling from 1897 to 1937 8.2 billion dollars, of
which American farmers have paid 2.1 billion dollars, and a third greater now
than under President Hoover who wanted free sugar, declaring that sugar like
coffee and rubber cannot be grown in the United States. Every informed and
honest protectionist must hate this sugar graft masquerading as protection.

The sugar quotas limit production to our requirements. This may seem fair
but it puts us virtually upon a searcity basis so that the producers in all the
large-quota areas, by mutual agreement, added $170,000,000 to the cariff and
the benefits specitied under the Agricultural Adjustinent Administration. Then
when the Agricultural Adjustinent Administration benefits of 50 cents per 100
pounds were replaced by soil conservation, 121% cents, the growers privately
added the difference to their prices to a total of $218,000,000 privately added.

Farmers generally hate this tax. In the States here considered, only 1 acre
in each 1,000 acres of harvested crop land is in sugar. In these States the tail
wags the dog and the dog, the great State of Iowa, loses $21,000,000 per year.
‘Will not an aroused public sentiment stop this?

The table tells the same story for each other State that grows sugar east of
the Rocky Mountains, excepting Nebraska whose sugar is grown along the
Colorado border under the same conditions as in the Mountain States,

Wisconsin, for instance, has turned away from sugar in large measure be-
cause other crops pay better, In the good year 1938 she raised only half the
crop of 1933. In 1936 only one Wisconsin farmer in each thousand grew sugar
beets. After paying the weeders’ labor liens her farmers had left for all ordi-
nary farm processes, for fertilizers, and use of the plant $237,000. This for a
crop that could have been bought at our seaboards from abroad for $165,000.
Was it for this that she was taxed $9,500,000 in 1935 and again in 1936, with
her farmers paying $2,850,000 per year of this tax. Does Wisconsin like it?

‘Was it to get $21,000 of sugar grown in her State, international value, raw
basis that Illinois was taxed $24,600,000? Or Indiana taxed $10,500,000 for a
crop worth $124,000 international value. Or Michigan taxed $16,141,000 for her
crop of $2,107,000 international value. Or Ohio taxed $22,156,000 for her crop
worth §$1,200,000 international value,

Indeed can any reason be found in the story of any sugar-growing State for
taxing the Nation $410,000,000 annually upon its sugar consumption. For
answer sea the following table in which the States listed in the next previous
tables are included as “all others.”
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TAsLE 4.—The sugar monopoly—profit and loss to sugar-growing States, 1985
crop; substantially the same in 1936

{In thousands of dollars]

Received by growers Cost of monopoly to
a Vall.gegal confélmelrs.’ above
crop, inter-| world price Percentage
national of tillable
Sugar-producing States (a) [0 gg:ed T be‘:!:d(}gso)
es o
iuter paly-l seaports ! To State farmers
ng specia
QGross, cash contract
labor 6] 3) ) ()
Nebraska $4, 230 $2, 961 $1,892 $4, 503 $1,052 0.29
Colorado. 12,5637 , 766 5,607 3,453 43 2.67
3,528 2,468 1,577 1,693 386 3.27
3,871 2,710 1,731 ,483 620 84
3,961 2,773 1,771 1,792 0682 } 7%
3,657 2, 560 1,636 762 44 *
Total Mountain States. 31,782 22,48 14,214 13,766 4,836 1.04
California. 10, 026 7,000 4,484 18,924 2,008 1,07
4,013 3,460 2,107 16, 141 2,608 2
2, 684 1,878 1,200 22,156 3,317 . 0017
5, 686 3,980 2,543 51,165 16,665 |.ceceecnuen -
13, 283 9,319 5,840 89, 462 22,550 Joenenocnnen .
55, 091 38, 567 24,638 122,152 29,454 .08
16, 816 16, 616 6, 760 7,005 2,769 36
71,700 4 55,183 $31,400 129, 200 32,200 |.cenanmnnae -

t Column 2 is at the world price delivered at Atlantic and Gulf ports, raw basis, $1 per hundredwelsht.
Instead of this price, the monopoly control set up by the President by authority of Congress, added to
this dollar 90 cents tariff on imports whether the sugar had paid a duty or not; also, 50 cents per hundred~
weight rooessinf tax; also an arbitrary $1.20. This $1.20 was purely arbitrary and monopolistic. It was
informity with all monopoly practices that so restrict production and deliveries as to compel the payment
of the price set by the monopoly.

2 This is the cost to consumers over and above the competitive or world price in column 2.

3 Jowa, Minnesota, Wisconsin, Kansas, South Dakota, and Washington. Production s so small in
theso States that it is not shown separately in Federal statistics, Nor, by the way, {8 Florida mentloned.
about whose production of cane for sugar there was much hullabaloo in 1930 and since.

Respectfully submitted.
H. B, MILES.

(Whereupon, at 4:05 p. m., the committee closed its public hear-
ings and adjourned until tomorrow, Aug. 10, 1937, at 4 p. m.)



