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NOTICE

The briefs comprising this volume ave sesembled In alphabetic order in
twe distinet groups: Gromp 1 consists of briefs whichk were submitted in
printed form and which are hers reproduced photographically; grosp 2 con-
sists of briefs which were snbmitied In typewritten form and which are
bhere reproduced literally, except for cbvions typographic errors. The Con-
tents indicates the group within which each brief faillz; cross-references in
the Contents indicate briefs submitted on behalf of more than one individual
or organizaticn,
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FUNDAMENTALS ;

We Subscribe to the Following as the Fundamentals of Philip-
pine-American Trade Relations:

1. The trade relations belween the United States and the Philippine Is-
tands were defmitely determinad by the provisions of the T'ydings-McDuffie Act
until July 4, 1848. That Act, after approval by the President and the Congress
of the United States, was formally vccepted by the Filipine peeple. Based
thereom many citizens and residentz of and investors in the Philippine Islands
have incurred obligations and made commitments. Ths frade relations so
determined, in good faith and in fairness, cannot, therefore, be altered to their
prejudice. Thus, at least until July 5, 1946:

(a) Articiee the growth, product, or manufocture of the Philippine
Islands should, with ne greater Hmitotions than those imposed by that Acet, -
and on & basis of eguality with articles the growth, product, or manu-
faciure of the United States, be admitied free of duly into the United
States; and

{b) Articles the growth, product, or manufacture of the United
States should, on o baszis of eguality with articles the growth, preduct,
or manﬂfae;‘.uu of the Philippine Islands, be admitted free of duty into

_ the Philippines.
{c) No excise or other tazes which directly or indirectly result in any
dizorimination sgainst the producte of either counlry should be imposed.
2. The tmposition of export taxes on shipments from the Philippine Is-
Linds to the United States from November 15, 1840, and the imposition of
smport dutiex by the United Staies and the Philippine Islands, each on articles
the growth, product, or manufacture of the other, from July i, 196, will be
disasirous to the producers and maenufacturers of ;both countries, ond, the
time being too shori to maks the meceszary reodjustments, to the Philippine
Islands in particular, therefore— _ B
(a} The export taxes should be repealed; and
(b} Free irade belween the twe countries, with present or ether rea-
eonable _quantitative limitations, should be continued a-ftcr July 4, 1945,

3. Irrespective of any change i the political status of :Ju Philippine Is-
Ionds, 2 continuation of the present free-trade reloiions, belween the United,
States and the Philippine Islands would be advaniageous to both countries;—
to the Philippine Isiands, because the United States is an essential markst for
mony Philipping products; and to the United States, becouse the Philippins -
Islands ie o lorge moarket for the producis of agriculture and indusiry of the
United Stiates, and will, if the productz thersef continue io be admitted
free of duty into the Philippine Islands, be a much larger market in the
future. Such free-trade relations detween the two couniries should, therefore,
after July §, 1946, be continued indefinitely.

"




BRIEFS SUBMITTED IN PRINTED FORM. 3

BRIERF

OF THE
AcusaN CocoNUT COMPANY
SUBMITTED TO THE
JOINT PREPARATORY COMMITTEE ON PHILIPPINE AFFAIRS

The Agusan Coconut Company is an American com-
pany ineorporated in Delaware with all of its stock held
in the United States. It operates the San Miguel Estate

situated in Tabaco, Albay.

' San Miguel Estate is one of the largest coconut plan-
tations in the Philippines. It owns some 250,000 coconut
trees of which nearly 100,000 are in full bearing and
- 100,900 in partial bearing. It converts all of its coconuts
into copra with modern dryers and attempts to make as
good copra as is produced anywhere in the Philippines.
Our investment in this property amounts to P1,465,000
(US$732,500.00). :

We sincerely believe that, in the production of copra,
we are not operating against the best interest of any agri-
cultural produce in the United States. The United States
is deficient in fats and oils and must import them from
outside sources. During the past 12 years, copra and
coconut oil have not amounted to over 35% of the imports
of vegetable oils and oil-bearing seeds in any year. During
the last two years we have furnished less than 256%. If
it were true that the domestic producer could furnish all
of the oils and fats required in the American economy, there
might be some reason for curtailing or penalizing the im-
portation of Philippine copra and coconut oil, but as long
as present conditions continue, Philippine copra and coco-

U. S. INFORMATION LIBRARY,
BOMBAY.
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nut oil should have preferential treatment in its entry mteg
the United States.

The Tydings-McDuffie Act provided for a tmaanee:
of existing free trade between the Philippine Islands and’
the United States in both directions, with eertain limita-.
tions of which the only one affecting the coconut industry:
was a limit of 200,000 tons of coconut ¢il imports from:
the Philippines into the United States free of duty. This:
act was accepted by the Philippine Government and, there-+
fore. takes on the nature of a reciprocal agreement. The-
imposition of the excise tax has all the effect of a violation:
of this agreement. The United States Tariff Commission -
states:* “DURING THE PAST FIVE YEARS THE CON-
GRESS HAS ENACTED A NUMBER OF LAWS IM-
POSING EXCISE TAXES, THE ECONOMIC EFFECTS
OF WHICH ARE PRACTICALLY IDENTICAL WITH .
THOSE WHICH WOULD RESULT FROM EQUL
VALENT TARIFF DUTIES.”

" As an American corporation operating under the -
American Flag, we protest that this tax is a violation of -
the mutual agreement in the Tydings-McDuffie Act, that
it is a discrimination against a people owing allegiance to
the American Government and that it is a measure work-
ing hardship on both the Filipino people and the consumers
of the United States.

The attached statement shows that the average copra
producer in the Philippines, during the period July 1st,
1934 to April 30th, 1937, has received only 48% of the
valueefhxscoprxshxppedtoﬂzel)mte& States as oil or
copra, while the excise tax collection has amounted fo
529%. Owing to the drocght in the United States, prices
on oils and fats were at a high level much of this time but

Exports, Domestic Production,
mumhaﬂha—mmmm
ington, May, 83T,



the exeise tax has prevenied the copra preducer from
sharing in the benefit of this market, a benefit {o which
he was entitled. When prices return to normal the load
on the copra producer will be far heavier. During the
five years, 1925 to 1929 inclusive, which period was one
of normal prices for copra, the reports of Leo Schnur-
macher, Inc., show that prices ranged from a low of P13.43
to a high of P23.32 per 100 kilos, Buen Corriente, Manila
with an average over the entire period of P18.20, which
is equal to P20.20 Resecada, per 100 kiles, Manila. As
this is being writien the eopra quotation is F9.00 per 100
kilos, Resecada, Manila with an outlook for still lower
prices.

The excise tax has increased the importation into the
United States of fats and oils not eovered by the excise
tax law, the most noieworthy being babassu il from
Brazil. Up to 1935 the importations of babassn kernels
into the United States were so small as not to be separately
Listed. Im 1936 imporis of babassu kernels amounted to
58,800,000 pounds, and for the first six months of 1937
imports of babassu kernels amounted to 42,349,000 pounds.
The possible output of babassu kermels is unknown but
it is estimated that there is a possible product of more
ithan the entire eopra crop of the Philippines. Babassu
-0i] practically can be substituted for eoeomut oil in every
quse and if the present differential in favor of babassa
.ol continues, it apparenily will displace coconut oil in
:the United States market. We ean see no justice in this
favoring a foreign eompetitor at the expense of a eountry
under the American Flag.

The Tydings-McDuffie Act provides for export taxes
sduring the last five years of the Commonwealth, which
‘will have no effect on copra, as it is on the free list, but
‘which will be effective on eoconut oil. 'These export taxes
iwill compel the elimination of the present coconut oil mills
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industry in the Philippines. We do not believe that the
American Congress intended such an effeet. The San Mi-
guel Estate is located in the harbor of Tabaco, Albay and
we have the equipment to export copra on ocean going
vessels direct from our plantation. We also make a su-
perior grade of copra which commands a premium in the
European market. Notwithstanding these advantages
which we have over the small Filipino copra producers,
during the years 1933 to 1936 inclusive, we have sold
slightly more copra to Philippine coconut oil mills than we
have sold for export direct. The reason for this is that
the coconut oil mills are buying eopra every working day
of the year in any amount and will contract far in advance
for a period of time for copra to be delivered as produced.
On the other hand the export market is much more variable
and vessels will not load a parcel of less than 500 tons at
one time and even then it is many times difficult to secure
space for shipment. Accumulating such a quantity of
copra requires large warehouses, special financing and
maintenance of equipment sufficient to handle loading of
large quantities expeditiously.

If it is preferable for a large plantation such as ours
to sell to the local coconut oil mills, it can be readily seen
that for the small planter, who produces the great bulk
of the Philippine copra, and who cannot make direct ex-
"ports, the maintenance of the coconut milling industry in
the Philippines is of the greatest importance. :

Apart from babassu oil, the strongest competi-
tors of coconut oil are palm oil and palm kernel oil
produced in West Africa and the Dutch East Indies.
Palm oil is free of duty and free of excise tax if used in
the manufacture of tin plate, with an excise tax of 3
cents per pound for other uses. Palm kernel oil i3 free
of duty if rendered unfit for food but carries a duty of
1 cent per pound if imported in such condition that it can
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be used for edible purposes. It is subject to an excise tax
of 3 cents per pound. One or the other of these oils can
- be substituted for nearly every use of coconut oil. The
first year in which the export tax is levied, palm oil will
be in a preferred position for any use and palm kernel oil
if denatured. Importation of both of these oils is increas-
ing in the United States. In 1936, for the first time, the
imports of palm oil were greater than the imports of coco-
nut oil. This is another discrimination against the Phil-
ippines in favor of foreign eountries producing a competing
product. While these oils are admitted without duty, we
can see no reason why Philippine coconut oil should not be
received in the United States without duty, even after
independence.

As long as copra is admitted in the United States free
of duty, we believe that it is to the best interests of both
the United States and the Philippines for Philippine coco-
nut oil to also be free of duty, thus enabling the copra
crushing industry in the Philippines €0 continue. The
United States needs the coconut oil, and apparently will
continue fo need it for a long time to come. They do not
need the great bulk of copra cake and meal which would
result from the extraction of the coconut oil entirely in
the United States. Therefore, the reasonable method
would be to make such arrangements as would allow the
present coconut oil industry in the Philippines to continue,
leaving the present limitation of 200,000 tons if it is feared
that this industry might develop to teo great proportions,

To summarize, we believe that the only just bases of
trade relations between the Philippine Islands and the
United States are the following:—

1. The Philippines, as long as it is under the Amer-
ican Flag, is entitled to preferential treatment by the
United States Government, not only in conformity with
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the provisions of the Tydings-McDuffie law but by a better-
ment of those conditions when such changes will not in-
jure the producers and Government of the United States.

2. After independence is granted to the Philippines,
as a country brought up to the status of nationhood under
the tutelage of the American Government, the Philippines
is entitled to at least as preferential treatment as any
foreign country.

In respect to ecoconut preducts, the bases mentioned
above demand the following:—

1. The immediate elimination of the excise tax on
coconut oil produced from Philippine copra,

2. The elimination of the export taxes during the last
five years of the Commonwealth.

- 8. After Independence, the placing of Philippine copra
and coconut oil on as favorable a basis as any competing
foreign oil or oil-bearing seed imported into the United
States.

Respectfully submitted,
AGUSAN COCONUT COMPANY

By: (Sgd.) J. H. AuLEy,
General Manager.
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COMPARISON OF COPRA VALUES AND EXCISE TAX
COLLECTIONS

During the months from July 1st, 1934, when the first collect-
fon of the excise tax was made, fo April 30, 1937, collections of
excise tax on Philippine coconut oil, according to the official reports
of the United States Treasury, amounted to $48,153,614.65.

During the same period the value of imports of copra and
coconut oil into the United States from the Philippine Islands,
according to the reports of the Bureau of Foreign and Domestic
Commerce of the United States Government were: —

COPra .. .iviecnnnnnncnnnnns $28,077,150.00
Coconut Oil ................ 34,050,132.00
R — i
Total .....coci e iieiaen.. e $57,127,282.00

This latter figure represents the
CIF value of imports to United
States ports. There is no data
available to show how much of this
was received in Pacific Ports, At-
Iantic Ports or Gulf Ports, nor do the
statistics show the poris of origin in
the Philippine Islands. We- have,
therefore, taken this information-
from the reports of Leo Schnurma-
cher, Inc.,, Manila, estimating that
shipment from the Philippines was
one month prior to landing on Pacifie
Ports and two months prior to land-
ing on Atlantic Ports. The amount
of copra and coconut ¢il thus shipped
amounts to within 34 of 1% of the
total tonnage of coconut oil rep-
resented by the collections men-
tioned. On the basis of Leo Schnur-
macher, Inc., reports, ocean freight
on copra and coconut oil amounts .
1 J $ 7,685,712.00
and marine insurance amounted to .- 204,552.00

Making a total of freight and insur-
BIICE +vvnnrnvrnarrecrsstonmeencnnnnesnennonas 7,890,264.00

Leaving a net value of copra and co-
conut oil shipped FOB Philippine
o $49,237,018.00
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For the loading of this cargoe,
the following expenses are involved:

Wharfage Tax ..............

Loading expenses on copra es-
timated at 35¢ per meiric
71 + R

Lighterage on coconut oil
shipped from Manila at $1.10
per meiricton ............

Survey fees on coconut oil
"shipped at $.125 per metrie
£+ (R

Internal Revenue Tax at 1146 9%
of the FOB value less Wharf-
fage Tax .....ccovinevanns

Total Loading Expenses ........

‘Leaving a net value of copra and
ceconut oil ex-warehouse

Philippine Ports ......... caan

To this must be added the value
of the eopra cake and meal produced
as 8 by-product of the oil shipped fo
the United States. During the same
period the exports of copra cake
from the Philippines, as per reports

of the Collector of Customs in Manila

amounted to 291,832 metric tons
with a FOB value of P9,198,251.00.
The milling of coconut oil produces
55% of its weight in cake. There-
fore, the coconnt oil imported into.
the United States would produce
235,688 metric tons, and only 80%
of the copra cake and meal ex-
ported pertain fo the oil shipped to
the United States, the balance of
20% representing oil exported to
other points, Iocal consumption and
variance of stocks. 809 of the

918,539.00

171,569.00

346,491.00

53,543.00

723,277.00

value exported would amount to ... § 2,679,300.00

2,213,419.00

$47,028,599.00
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From which we have to deduct
cost of sacking at $1 per metric ton,
loading at 35¢ per metric ton and in-
ternal revenue at 114% amounting

Leaving a net value of copra

T - 1

And making & gross value of

copra, coconut oil and copra cake .
exports ex-warchouse ..............

428 341 metric tons of coconui;
oil at 60% extraciion would require
713,902 metric fons of copra. At $5
per metric ton, the cost of milling
amounta 40 ... .ol

Cost of transportation of eopra
to shipping ports and to the cil milis
estimated at $1.50 per metric ton
amounis to ....... ... iniiiaas

Internal revenue on sales of
coprs. to the oil milis amounts to ...

Making a fotal of production

andinland cost ...................

Leaving a net value of the copra

to the producer ..................

373,234.00

............ 3,306,066.00

............ $50,329,665.00

$ 3.569,5610.00

1,806,150.00

393,175.00
............ 5,768,835.00

............ $44,560,830.00

In comparison with this net value of the copra to the pro-
ducer, we have a collection of excise tax amounting to $48,153,-
$14.65, showing that the collection of the excise tax amounts to
108% of the value of the copra to the producer.

Or that the producer of the copra actually received only 48%
of the value of his copra, while the collection of the excise tax

amounted to 52%.
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FUNDAMENTALS

We Subscribe to the Following as the Fundamentals of Philip-
piae-_Amerim Trade Relations:

1. The irade relctions between the United Siaies and the Philippine Is-
lands were definitely determined by the provisions of the Tydings-McDuffie At
until July §, 1946. That Act, after approval by the President and the Congress
of the United Statee, was formally accepted by the Filipino peopls. Based
thereon many citizens and residents of and investors in ths Philippine Islands
have incurred obligations and made ecommiiments. The trads relctions 8o
determined, in good faith and in fairness, cannot, thersfore, be altered to their
prejudice. Thus, at least until July §, 71946:

() Articles the growth, product, or manufacture of the Philippine

Ielands should, with no greater limitations than those imposed by that Act,

arnd on a basis of squality with articles the growth, product, or manu-

facture of the Uniled States, bs admitted free of duty into the United

States; and

{b) Ariicles the growth, product, or manufacture of the United

- States should, on o basis of equality with articles the growth, product,

or munufacture of the Philippine Izlands, be admitted free of duty into
tha Philippines.

{e) No sxcise or other tazes which directly or indirectly sesull in any

dizorimination against the producta of either couniry should e dmposed.

2. The tmposition of export tozes on shipmente from the Philippine Is-
lands to the United States from November 15, 1940, and the tmpasilion of
import duties by the Uniled States and the Philippine Islands, each on articles
the growth, product, or manufacture of the other, from July 4, 1946, will be
diznsirous lo the producers and manufacturers of both couniries, and, the
tims Dbeing too short to muake the amsm'y readfustments, fo the Philippine
Islands in particular, therefors,—

(@) The ezport taxss should bs repealed; and pm
{0} Free trade between the two countrics, with present or other rea-
sonable quantidative lmitations, should bs continued afier July §, 1548,

3. Irvespective of any change in the political status of the Philipping Is-
londs, & continuation of the preseni fres-trads vslations beitween the United
Stotes and ths Philippine Islands swould be advantageous to both couniries;—
to the Philippine lslande, becavss the United Siates is an sseential market for
many Philippine products; and to the United States, because the Philippine
Izlands iz a large market for producis of agriculture and industry of the
United Statss, and will, if the products thereof continue fo bs admitied
free of duty into the Philippine Islands, be a much larger market in the
hiture. Such free-trads velations between the two couniries sheuld, therefors,
after July §, 1946, bs conitnued indefinitely,
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BRIEF

OF THE
AMERICAN CHAMBER OF COMMERCE
OF THE PHILIPPINE ISLANDS

September 1, 1937,

To THE JOINT PREPARATORY COMMITTEE
ON PHILIPPINE AFFAIRS,
MANILA,

GENTLEMEN:

In presenting this memorandum, the American Cham-
ber of Commerece of the Philippine Islands does not want to
burden you with any statistics and tables, as such have
been fully and completely prepared and handed to you by
the industrial and agricultural interests concerned.

We have had the opportunity of reading the briefs sub-
mitted to you by the National Foreign Trade Council, Inc.,
National Foreign Trade Association, Ine.,, Los Angeles
Chamber of Commerce, Portland Chamber of Commerce,
Foreign Trade Association of the San Francisco Chamber
of Commerce, Mr. J. F. Marias of San Francisco, and the
Seattle Chamber of Commerce.

We find these briefs very comprehensive, and in par-
ticular those from the National Foreign Trade Couneil,
Inc,, National Foreign Trade Association, Inc., and the
Seattle Chamber of Commerce; all of which we heartily
endorse.
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The entities which we represent, aside from manufac-
furing and agricultural interests that handed you separate
briefs, are the American import firms, American invest-
ments and shipping.

Most American import firms have been established
many years, many of them with the advent of American
Occupation, and have thus become the pioneers in the in-
troduction of American manufactures and products.

Not a few of them have had a small beginning and
expanded gradually by re-investing their profits in their
business. The demand for American goods was created
exclusively by American firms and American eapital, with
the result that the use of such goods has been implanted
in every home in these Islands.

With the elimination of free trade and the application
of United States Tariff Laws or any part thereof, this
privileged market for American goods will soon be wiped
out, and the labor and money expended to help manufac-
turers and producers will pass inta oblivien.

The growth of nationalism in all countries in the world
to make themselves self-sustaining has automatically re-
stricted foreign trade. :

This situation has prompted the conclusion of a num-
ber of reciprocal trade agreements between the United
States and foreign countries, the outcome of which is still
problematical. These agreements clearly demonstrate that
the administration at Washington is fully aware of Amer-
ica’s need for increased outlets. It is therefore not con-
ceivable that the protected market in the Philippines now
enjoyed by American manufacturers should be abandoned.

With the growth of this market, incalculable assistance
will be given to American manufacturers and producers of
agricultural products. '
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There is still time to save this market and with it the
continuance of American firms in these Islands, as the
outlet for American goods.

I is but natural that any agreement must be reci-
procal in allowing free access of Philippine products into
the United States,

You are well aware that the economic development
of the Philippines has been based upon the American mar-

ket, allowing a higher standard of living for these people .

which in itself has caused higher production costs. As
-the production costs are principally in labor, these higher
costs have also brought about a correspondingly higher
purchasing power. The Philippines are primarily an agri-
cultural country and will remain so for many years fo
come, which means that they will continue to be a con-
sumer of manufactured goods from overseas. -

Raw materials from the Philippine Islands do not com.
pete with similar goods produced in the United States, as
such production i3 insufficient for American demands and,
consequently, will have to be imported from somewhere,
with litfle assurance to be able {o dispose of American
goods in such countries. The destruction ef Philippine
industries now dependent on free entry into the United
States, which industries were established under American
guidanece, is unwarranted. The destruction of Philippine
purchasing power merely to increase the purchasing power
of foreign nations, is unjust not alone to the Filipino people,
but also to those American producers who have developed
in the Philippines valuable outlets for their products,

The export of Jocal raw materials not only keeps labor
employed, but in many cases the American consumer is
getting a direct benefit therefrom.

We dare not think of the loss which partlcularly the

78144 O—vyor. INF—38—2
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_Paciﬁc Coast States will suffer, with but little chance to
make up this loss elsewhere.

The abolishment of free trade between these Islands
and the United States will be a blow to American business
in these JIslands, but far more of a blow to American
.manufacturers who will be deprived of this market, as
American firms established here may replace American
goods with those from foreign countries, although if ex-
ports are reduced by closing the Ameriean market, the
volume of goods imported from all countries will be far
less than at present.

) American investments amounting to millions of aol-

lars are eertainly entitled to full protection for a term of
years, in order that they may be withdrawn with the least
possible loss. A great deal of this American eapital which
has made possible the development of these Islands, is the
accumulation of earnings for many years. These invest-
ments were made and thus development undertaken with
confidence in the United States Government that they
would not be destroyed by premature action.

As for shipping, you are undoubtedly aware that the
exports from the Philippine Islands have largely contrib-
uted to maintain reasonable freight rates on the Pacific.
Steamship companies have been able to rely on large quan-
tities of exports from the Philippines, and thus t‘tzey are
assured of regular return cargo.

During 1936, import cargo from the United States
carried on American ships amounted to 564,904 tons and
export cargo to the United States to 1,315,056 tons. Ves-
sels coming from United States ports to the Far East re-
eeive their return cargoes in the Philippines. Should they
be deprived of a large percentage of such cargo, it-will
bring about a considerable increase in freight rates from
the United States to Oriental ports, for the freight return
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from outward cargoes would have to be sufficient to cover
the cost of both the outward and the homeward voyage.
This increase would cause an additional burden upon
manufacturers by increasing the landed cost accordingly,
thereby making competition more difficult for. Ameriean -
goods. In an equal manner trans-continental railroads
will be affected by the elimination of the present arrange-
ment, both in the line of imports as well as exports.

We wish to point out that under the provisions of
the Tydings-McDuffie Act and the Constitution of the Phil-
ippine Commonwealth, citizens and corporations of the
United States enjoy the same civil rights as citizens and.
corporations of the Philippine Isiands, until the recognition
by the United States of Philippine Independence, the date
now being fixed, July 4, 1946,

By the Philippine Constitution, after the withdrawal
of the American sovereignty, the granting of concessions
franchises, the ownership of agricultural land, and the
practice of many professions, is limited to citizens and cer-
tain corporations of the Philippine Islands. We respect-
fully request that as long as preferential trade arrange-
ments between the Philippine Islands and the United States
continue, citizens and corporations of the United States
shall continue to enjoy equal civil rights with citizens and
corporations of the Philippine Islands,

In the interest of the parties herein referred to, we
earnestly hope that the present free trade agreement will
be continued indefinitely, without -being subject to any
changes.

'UNITED STATES TAXES IN THE PHILIPPINES

We respectfully invite your attention to the discrim-
ination against citizens of the United States residing in
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and deriving income from Philippine sources, against pro-
ducts of the United States sold in the Philippine Islands,
and also against corporations organized under the laws of
the Philippines, as a result of the provisions and the in-
- terpretations of United States tax laws.

1. The discrimination against American citizens re-
sident in the Philippines.

Prior to 1917 all Federal income tax legislation ex-
tended to the Philippines and applied to the income of
everyone residing in the Philippines, whether they were
Americans, foreigners, or Filipinos. The taxes collected
thereunder were covered info the Philippine treasury, and
were expended in the Philippines. No effort was ever
made by the United States to appropriate any portion
thereof.

Under the Revenue Act of 1917 it was expressly prov-
ided that the increase thereby imposed should not be ex-
tended to Porto Rico and the Philippines, but that, on the
contrary, the income tax in those possessions should be
levied, assessed, collected and paid in accordance with the
provisions of the Federal Revenue Act of 1916, as amend-
ed. In the Revenue Act of 1918 (Sec. 261), it wag again
provided that in Porto Rico and the Philippines the income
tax should be levied, assessed, and collected in accordance
with the Revenue Act of 1916, as amended, and, in addi-
tion, that returns should be made and taxes paid in those
possessions by “(1) every individual who is a citizen or
resident of Porto Rico or the Philippine Islands; or derives
income from sources therein...” The same act author-
ized the local legislators of Porto Rico and the Philippines
to amend, alter, modify or repeal the income tax laws in
force in said possessions.

On March 7, 1919 the Philippine Legislature, under
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this authority, enacted its own income tsx law, effective
January 1, 1920 (Act 2833).

After the enactment of the Federal Revenue Act of
1918, it was assumed that Americans residing in the Phil-
ippines were not subject thereto, because they came within
the provisions of the Act above quoted, whereby “every
individual who is .... a resident of ..... the Philippine
Islands,” was required fo make returns and pay the tax
in accordance with the Revenue Act of 1916, but was re-
lieved from the payment of the increases imposed by the
1917 and 1918 Acts,

But in the case of Lawrence v. Wardell, 270 Fed 682,
273 Fed. 405, the facts were that an American who had
resided in the Philippines until Mareh 1919, when he be-
came a resident of California, was required by the Collec-
tor of Internal Revenue to pay the Federal income tax up-
on his 1918 Philippine income, in accordance with the Re-
venue Act of 1918, with credit for the amount paid in the
Philippines. The position of the Collector was sustained
by the Federal Courts upon the theory that the 1918 Act
applied to all Americans, wherever residing. The action
of the Collector in that case, thus sustained by the courts,
provoked a storm of profest because of the resulting dis-
crimination against Americans residing in the Philippines.
The discrimination is obvious. Such Americans were
thereby required to pay the tax under the 1917-1918 Acts,
with credit for the tax paid the Philippine Government,
while Filipinos and foreigners, living under identical con-
ditions and enjoying the protection of the United Statas,
were not. They pzid the Philippine Government under
the 1916 Act, until the passage of the Philippine Income
Tax Law and then under that law only. Foreigners
residing in the Philippines ave not required fo pay income
tax upon Philippine income to their home government.
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Because of this discrimination, the Philippine Legis-
lature, composed entirely of Filipinos, in February 1920
passed the following concurrent resolution:

“Be it resolved by the Senate, the House of Represen-
tatives concurring, That the Res:dent Commissioners
be, and they hereby are, instructed to ask Congress
for the amendment of the United States Internal Re-
venue Act of ninefeen hundred and nineteen, in the
sense that American citizens who are bona fide re-
sidents of the Philippine Islands shall not be subject
to any income tax greater than that required of other
residents of said Islands.”

On September 5, 1921, the United States-Philippine
Commission, commonly known as the “Wood-Forbes Com-
mission”, cabled the Secretary of War as follows:

“All nationals in the Philippines, except Americans,
exempt from liability for, the United States Income
tax. No foreigner here rqnired to pay income tax to
his home government. Americans here also pay in-
come tax Philippine Government..... We, therefore,
urgently recommend that Americans be placed on
same basis here ag other nationals; otherwise they are
penalized for being Americans and are unable success-
fully to compete with those who are exemp* ”

Congress, recognizing that the prior leg, lation ope-
rated to discriminate against Americans in American pos-
"segsions sought to eliminate that discrimination and to
put them on the same basis as other nationals, and at the
same time to guard against legislation which might per-
mit the possessions to become an asylum for Federal in-
come tax evaders, by inserting Sectlen 262 in the Revenue
Act of 1921.
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That section reads as follows:

“Sec, 262 (a) GENERAL RULE. That in the case
of citizens of the United States or domestic corpora-
tions, satisfying the following conditions, gross income
means only gross income from sources within the
United States—

(1) If 80 percentum or more of the gross income of
such citizen or domestic corporation {computed with-
out the benefit of this section), for the three year pe-
riod immediately preceding the close of the taxable
year {or for such part of such period immediately
preceding the close of such taxable year as may be
applicable) was derived from sources within a pos-
session of the United States; and

{2) I, in the case of such corporation 50 per eentum
or more of its gross income (computed without the
benefit of this section) for such period or such
thereof was derived from the active conduct of a trade
or business within a possession of the United States;-
or :

(3) If, in the case of such citizens, 50 per centum or
more of his gross income (computed without the bene-
fit of this section) for such period or such part there-
of was derived from the active conduct of a trade or
business within a possession of the United States
either on his own account or as an employee or agent
of another.

(b) AMOUNT RECEIVED IN UNITED
STATES.—

Notwithstanding the provisions of subdivision (a)
there shall be included in gross income all amounts
received by such citizens or corporations within the
United States, whether derived from sources within
or without the United States.”

This section is repeated in all subsequent Revenue Acts,
but appears in the later Acts as Section 251.
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All American citizens actually resident in the Philip-
pine Islands thought that the matter of the United States
income tax liability of citizens of the United States actual-
ly residing in the Philippines, as to income from Philippine
sources, had been definitely settled by this legislation.
They were justified in this assumption by the fact that for
a period of nineteen years no attempt was made by the
Government of the United States to collect taxes on income
derived from Philippine sources from United States citi-
zens resident in the Philippine Islands; and no machinery
was set up by the Government of the United States in the
Philippine Islands for the collection of any such taxes from
citizens of the United States residing in the Philippine Is-
lands. Such citizens have always filed their income tax
returns with, and have paid their taxes to, the Philippine
Government, in the belief that by so doing they were com-
pletely meeting their tax liability,

In 1837, however, an Office of the Treasury Department
of the United States was opened in Manila, and United
States citizens resident in the Philippines, have been ad-
vised in many cases that they are liable for income taxes
to the United States Government not only for the current
year, but, in many cases, for as many as twently years past.
It is not too much to say that in some cases rather threat-
ening tactics have been indulged in towards such Amer-
icans.

This action has forcibly brought to light the fact that
the United States Revenue laws, as now interpreted by the
Treasury Department, are discriminatory as to citizens
of the United States who are bona fide residents of the
Philippines, in that they have subjected United States
citizens to the Federal tax for the past twenty years on
their income derived from Philipping sources, while Fili-
pinos and foreigners doing business in the Philippine Is-
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lands, under the same conditions, and enjoying the same
protection from the United States, pay no Federal income
tax upon income derived from such sources under identical
circumstances. It is submitfed that American citizens
should not be diseriminated against, and Filipinos and
foreigners favored in our possessions by an Act of our
own Congress.

The enforcement of said laws, in accordance with said
interpretation, at this late date, is especially harsh and .
cruel, because of the conditions through which the “old-
timers” among the Americansof these Islands are now
passing. In many cases the imminence of Philippine in-
dependence will force them to liquidate what they have
in these Islands, and perhaps to leave the place they have
made their home for many years. Many of these men are
in their sixties and ill-fitted to start life anew in their home
land. They have depended upon their savings to carry them
through. Because of the peculiar working of the law as
now interpreted, the fact that the principal part of their
income may be derived from those savings, renders them
liable to the Federal tax upon their entire income, except
earned income.. The collection of that tax for a period
of approximately twenty years, will often wipe out those
savings and leave them penniless. It would seem that
the laches of the Treasury Department, in failing to ap-
prise these men of their tax liability, and to set up ma-
chinery here to enforce that liability throughout the years,
should operate in a measure as an equitable estoppel, pre-
cluding a rigid enforcement of their past liability. They
should be left with something in their old age, especially
when it is remembered that the savings of Filipinos and
foreigners, living under precisely the same conditions, are
not touched.
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As to the future, the discrimination against the bona
fide resident American should be ended, and at once. We
suggest that it could be accomplished by the insertion of
a proviso at the end of Section 251 of the Revenue Act of
1986, reading as follows:

And, provided, further, that no citizen of the United
States residing in, or domestic corporation engaged in
the active conduct of a trade or business and having
an office or place of bysiness in a possession of the
TUnited States shall have any greater tax liability under
this Act with respect to income derived from sources
within such possession than is imposed hereunder with
respect to such income upon citizens or corporations of
such possessions, or upon aliens or foreign corporations
in such possessions.

This amendment would not make the Philippine Islands
a refuge for tax dodgers, because it applies only to income
derived from sources within possessions of thé United
States, and only United States citizens who are bona fide
residents thereof, and domestic corporations. or

2. The discriminatory burden upon the Philippine
market for American goods and upon the American mar-
ket for Philippine goods. :

Section 119 (¢) of the Revenue Act of 1936 pro-
vides in part as follows:

Gains, profits and income ...........cociiiin...
(2) from the sale of personal property produced (in
whole or in part) by the taxpayer within and sold
without the United States, or produced (in whole or
in part) by the taxpayer without and sold within the
United States, shall be treated as derived partly from
sources within and partly from sources without the
United States. Gains, profits and income derived
from the purchase of personal property within and
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its sale without the United States or from the purchase
of personal property without and its sale within the
United States, shall be treated as derived entirely from
sources within the country in which sold, except that
gains, profits and income derived from the purchase.
of personal property within the United States and its
sale within a possession of the United States or from
the purchase of personal property within a possession
of the United Stales amd tls sale within the United
Stales shall be treated as derived partly from sources
within ’cmd partly from sources without the Uniled -
States.’ :

These pr_ovisions in so far as they concern the purchase
and sale of personal property first appeared in the Rev-
enue Act of 1926 and are included in all Revenue Acts
subsequent thereto.

No one ever supposed that this provision was appli-
cable to the profits derived from the sale of United States
products in the Philippine Islands. So far as we are
aware, no tax has ever been assessed or collected under
this provision on the profits from such sales. The ques-
tion has, however, now been raised, the representative of
the Treasury Department now in Manila having advised
several Philippine firms that they are liable to taxation
under this provision of the law.

United States tariff laws do not apply to the Philip-
pine Islands, which has separate {ariff laws, under which
rates of duty generally are considerably lower than those
under United States laws. Thus the problem of competi-
tion for American goods in the Philippines is difficult
enough in any case, without imposing an additional hand-
jcap through the income tax laws. This provision, there-
fore, discriminates against the products of the United
States, as the profits from the sale of such products may
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be partly taxable Gnder United States tax laws and in full
under Philippine laws, while goods purchased in foreign
countries and sold in the Philippines are taxable only in the
Philippine Islands. It is obvious that no one intended to

place the Philippine market for American goods under any
such handicap.

Aside from such discrimination, this prov&mﬁn is
practically unenforcable as to those concerns which are
domiciled only in the Philippine Islands and acquire goods
either directly or through agents in the United States.
Fuithermore it is impractical, because of the difficulty
and expense involved in the determination of the gross
profits derived on sales of United States products as dis-
tinguished from Philippine and foreign products.

There are many firms in the Philippines Whose prin-
cipal business for years has been the creation here of a
Philippine market for American goods. It is probable that
many of these firms will be forced to liquidate if they are
compelled to pay the total accruals of the American tax,
under the Treasury Department rulings and formula for
allocating the profits on such sales for the past eleven
years. Considerations of equity preclude the imposition
of sueh tax liability, in its full measure, upon such firms,
especially when the laches of the Treasury Department in
failing to set up machinery here for the collection of the
1ax is borne in mind.

As to the imposition of the tax on a portion of the
profit derived from the sale in the United States of securi-
ties or personal property produced or purchased in the
Philippine Islands, a new provision of the Revenue Law
of 1936 creates a palpable discrimination against Amer-
iean citizens and firms engaged in business in the posses-
sions. It is there provided (Sec. 211 and 231) that non-



BRIEFS SUBMITTED IN PRINTED FORM 29

resident alien individuals and foreign corporations not
engaged in irade or business in .ne Uniled Slales and
having no office or place vt business therein shall be taxed

only upon cheir fixed or determinable, and annual or pe- ~ -

riodical income from American sources, and that such in-
dividuals and corporations will not be regarded as “en-
gaged in trade or business ‘n the United States” if they
effect “transactions in the United States in stocks, secur-
ities, vr commodities through a resident broker, commission
agent or custodian.”

Thus, while American citizens and corporations are
subject to the tax on that portion of the profits derived
from the sale in the United States of commodities or secu-
rities purchased or produced in the Philippine Islands,
which is attributable to the United States, Filipinos, for-
eigners, and foreign corporations operating in the Philip-
pines pay no such f{ax, unless they have an office in the
United States, providing the sales of such securities or
commodities in the United States is effected through a
broker, commission agent, or custodian residing in the
United States. It is not easy to see why Filipinos, foreign-
ers, and Philippine and foreign corporations should be
thus favored, in the United Sfafes, as against American
citizens and corporations,

As a general remedy for the situation set out under
this heading, we suggest that a proviso be added to Sec-
tion 119 of the 1936 Act, reading as follows:

“Provided, however, that citizens of the United States
and domestic corporations engaged in trade or busi-
ness in the possessions of the United States shall be
subjected to no greater or different tax liability under
this Act with respect to gains, profits, or income de-
rived from the production or purchase of personal
property in the United States and its sale within a
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possession of the United States, or from the purchase
or production of personal property within a possession
of the United States and its sale within the United
States, than is imposed upon the citizens and corpora-
tions of those possessions and upon nonresident alien
individuals or corporations not engaged in trade or
business within the United States and not having an
office or place of business therein, with respect to gains,
profits, or income derived from such transactions, and
provided further, that no fax shall accrue under this
Act upon the gains, profits, or income derived from the
‘purchase of personal property in the United States and
the sale thereof in a possession of the United States.”

Respectfully submitted:

AMERICAN CHAMBER OF COMMERCE
OF THE PHILIPPINE ISLANDS

By: (Sgd.) P. A, MEYER,
President.
'REPRESENTATIVES:
MR. P. A. MEYER, President
MR. 8. F. GACHES, Director
Mr. E, E. SeLPH, Legal Counsel

&
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Manila, September 10, 1937
L ]
-Hon. John Van A, MacMurray
Chairman, Joint Preparatory Committee
of American and Philippine Experts
Manila

Dear Sir:

I take pleasure in submitting to the consideration of your Com-
mittee the enclosed memorandum entitled: “A Program For The
Establishment Of Permanent Reciprocal Trade Relations Between
" The United States And The Philippines”. Attached to the memo-
randum, as Appendix “A”, is a draft of a bill for enactment by
the Congress of the United Statfes, incorporating the suggestions
covered in the memorandum. )

As this letter and its accompanying memorandum is addressed
to & Joint Commitiee of Experis wherein the Philippines is equal-
ly represented with the United States, our suggestions are not lim-
ited to legislation for enactment in Washington, but include alse
a coordinate plan that will require painstaking action in the Phil-
ippines.

The peints and conclusions that are dealt with in our study
may be re-stated as follows:

I. The main objections to the economic provisions of the Ty-
dings-McDuffie Law are that they will disrupt eoincidently with
the proclamation of Philippine independence, the trade relations
between the two countries instead of providing ways and-means
for improving the same or correcting any inequalities existing, and
while they provide for a liguidation of our major industries now
dependent upon the American market fo the end that the eapital
invested in those indusiries may generally be recovered back dur-
ing the transition period, they do not provide the Philippines with
the necessary time and means to readjust its national economy.

II. The amendments proposed to the economie provisions of
the Tydings-McDuffie Law are the following:

{2) To grant the Commonwealth of the Philippines 8 com-
plete tariff and monetary autonomy and an economic fransition
period, say of fifteen years, during which time the volume of our
exports to the United States will not be materially increased. If
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necessary, the President of the United States should be empow-
ered, upon the recommendztion of an experi body such as the
Tariff Commission, to impese from fime to time import quotas
on Philippine commodities as are not yet subject to limitations,
&S may be necessary in order to limit any undue increase in our
exports to the United States. b

{b} To abolish the export duties. To give the United States
2 guaranty-that our bonded indebtedness will be paid upon ma-
turity, the President of the United States may be granted control
over our customs, in case we default in the payment of our bonds
sold in the United States prior o the declaration of our independ-
ence. .

IIL. The readjustment of the national economy which should
fake place during the economic transition period of fifteen years
should consist of the following: ’

{a) To attain a more balanced economy, we should without
reducing the volume of our trade with the United States, reduce
its importance in relation to our total production, which should
be inecreased by multiplying the production of our prime neees-
sities. The loss in the imporis from the United States, which our
industrialization program will entail, should be replaced with the
importation from the United States of more capital goods that
we shall need in connection with the establishment of our indus-
tries, as well as of consumer’s goods of various kinds necessary
to the refinements of modern life and which can not be efficiently
produced locally. The foregoing will be made possibie by a con-
certed programme of achieving a higher standard of living for
our people with 8 more widespread distribution of the benefits
derived at present from our trade relationa with the United States.

The protective tariff duties that will be necessary to levy to
protect our infant industries will serve the added purpose of preo-
iecting American goods, thereby making our trade relations with
the United States more {ruly reciprocal for the United States
than at present.

. (b} To provide ways and means so that the channels of trade
will be in the hands of our nationals,

(e} To solve the Davao problem which might otherwise give
rise to a disintegration of our territory.

IV. The advancement of the date of the proclamation of Phil-
ippine independence from that which is specified in the Tydings-
MeDuffie Law will not only affect adversely but may permanently
Jeopardize the adjustment of our national economy for the follow-
ing reasons:

(a) The sad history of China in its relations with Japan shows
that our tariff autonomy will become a myth if independence is
granted before the expiration of the economic transition period,

76144 O—vor, II1--38—3
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for then we shall not be i;; a position to establish protective tariffs
for the benefit of our infant industries so essential in the readjust-
nent of our national economy.

(b). The proceeds of the excise taxes collected in the United :
States from Philippine products which are being returned to the
Commonwealth of the Philippines, amounting to about $70,000,-
000 a year and which will be greatly needed by the nation to fi-
nance its industrial development, will be lost to the government
once indepedence is granted.

(c) As between the dangers of a very remote congressional
action inimical to the Philippines and putting ourselves at the
mercy of Japan’s ambition which will make a myth of the inde-
pendence that may be granted us (at least in so far as it per-
tains to economic matters), I do not hesitate in choosing the first,
since, after all, our past asscejation with the United States fully
justifies our frust in the sense of justice of the people of the
United States.

V. At the expiration of the economic {ransition period of fif-
feen years, the existing trade relations between the two countries
should be maintained, no longer on grounds of equity or duty on
the part of the United States, but on a true basis of trade recipro-
city between the two nations, which reciprocity could be more
easily achieved by perfecting our present trade relations and
correcting any inequality existing, rather than by disrupting the
same.

{a) In other words, the reciprocal trade should be on the
basis of maintaining as much as possible the present free {rade
relations, imposing not only import quotas but also such percentage
of the full duties of the Tariff Act of the United States, as may
be necessary to achieve a true reciprocal frade.

(b) It is here hoped, that in formulating the index or formu-
la that shouid regulate the proposed reciprocity ireaty between
the United States and the Philippines the evils of bilateralism be
avoided, so that the present benefits of the existing triangular
trade between the United States, Japan and the Philippines be
maintained &s much as possible.

(¢} The proposed reciprocity treaty, toc be workable and mu-.
tually beneficial to the two countries must have an exclusive char-
acter, in that, the duties proclaimed in the said treaty by both
countries are not made applicable to commerce from all countries.

(d) Furthermore, the proposed treaty should be for a reason-
ably long period. .

(e) The sbove programme will be mutually beneficial to both
countries becsuse such an arrangement will assure them a_stabic
market for their respective surplus-products, and, more particular-
Iy, it will be beneficial to the United States, in that—

(1) The imports of Philippine products into the United States
only represent approximately 4% (in 1936) of the total imports



BRIEFS SUBMITTED IN PRINTED FORM 35

into the United States, and with the exception of coconut oil, as
to which there is some controversy, they do not displace a single
unit of goods produced in the United States, so that with the de-
struction of said trade, American producers will not be benefitted
in any way; only foreign producers will be benefitted, who would
then be in a position to increase their exports of similar articles
into the United States. . ‘

{(2) The ever increasing population of the Philippines which
is gradually attaining a higher standard of living makes of the
Philippines a most valuable market for a highiy-developed indus-
{rial country, especially in the years to come when the world will
become more markedly divided into economic blocks.

And it will be beneficial to the Philippines in that—

(1) Because of the higher cost of producfion prevailing in
the United States, the free entry of American manufactured goods
into the Philippines will not adversely compete with our infant
industries, and such a scheme will serve ss a safety valve against
any undue increase in our duties, and if it proves that in certain
exceptional caseg certain American goods seriously compete with
our products, the situation may be corrected by the imposition of
& guota or a moderate duty.

{2} The maintenance of our present volume of exports to
the United States which are dependent on the present free trade
arrangement, amonnting to two hundred and fifteen million pesos
for last year constitutes a very valuable source of wealth o the
country, which will be impossible to replace, and which will not
only}maintain but even increase the standard of living of our
people.

An announcement of a program of permanent exclusive trade
reciprocity between the two countries, entrusting its enforcement
to the President of the United States, with the advice of a technical
tody such as the Tariff Commission, as recommended in our me-
morandum, will constitute an important landmark in the march of
enlightened and seientific world trade revival, will greatly insure
the success of the only real democratic country in the Orient, and
will constitute the fulfillment of the wishes expressed by the late
Speaker Byrns, on the occasion of the insuguration of our Com-
monwealth, when he expressed the belief that “the President's
Commission will work out an adjustable plan beneficial to both
our nsations, and that the result of its recommendations will
strengthen the ties that will become stronger with the years”.

I am sure that the members of this Committee, inspired as
they are with the policy of foreign trade expansion so painstaking-
Iy being carried out by Mr. Hull, the Secretary of State, and also
with the highest sense of sfatesmanship so elearly and forcefully
expressed in various statements made by Assistant Secretary
Sayre, Chairman of the Inter-Departmental Committee on Phil-
ippine Affairs, will fully realize that the wsanton and thoughtless
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destruction of our present trade relations which is sare to come
if the sconomic provisions of the Tydings-McDuffie Law are not
improved, will only serve to jeopardize the birth of the very nation
created by said Act, will not redound to the benefit of the pecple
of the United Statfes, will cause further political instability in the
Far East, and will mark a definite retrocession in the march of
human progress and happiness. '

In closing, I wish {o reilerate on this occasion our gratitude
for the spirit of justice which the Administration and Congress
of the United States have on many occasions shown in dealing
with our problems, political and economie, and wish to express
our appreciation for the foresight and statesmanship of President
Quezon in so ably presenting to the authorities in Washington the
interests and needs of our counfry culminating in the appointment
of your Committee of Experts, whose recommendations, I am sure,
will produce enduring benefits to our people.

I am, believe me,

Yours very traly,

SALVADOR ARANETA

P. S. The writer is a lawyer and a former member of the
Philippine Constitutional Assembly. With his wife and family
he is financially interested in sugar, mining and air iransportation.
He is a8 Vice-President and one of the initiators of the first and
only inter-island air service; a member of the National Economic
Association, and one of the founders of the National Economic
Protectionism Association. ’
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A PROGRAM FOR THE ESTABLISHMENT OF PERMANENT
RECIPROCAL TRADE RELATIONS BETWEEN THE
UNITED STATES AND THE PHILIPPINES

I.—INTRODUCTORY

{a) MaIN OBJECTIONS T0 THEE ECONOMIC PrOVISIONS OF THE
TYDINGS-MCDUFFIE LAW.—

The main ohjections to the economic provisions of the Ty-
dings-McDuffie Law are that they will disrupt, coincidently with
the proclamation of Philippine Independence, the irade relations
between the twe countries instead of providing ways and means
for improving the same or correcting any inegualities existing,
and while they provide for a liquidation of cur major industries
now dependent upon the American market so that the capital in-
vested in those industiries may generally be recovered back in due
time, they do not provide the Philippines with the necessary time
and means to readjust its national economy,

{b) DisENTAILING THE ECcoNoMIC PROBLEMS FROM THE POLITICAL
PROBLEMS.

It was nof an easy task to have solved in the Tydings-McDuf-
Tie Act the political problems of the Philippines, and the task be-
eame more involved because there were economic problems that
had to be attended to, and apparently ne aitempt was made to
disentail the economic from the political problems.

Indeed, our economic problems have become unduly involved
because under the present set-up, they are clozsely linked with our
political problems. Thus, in.the joint statement of President Que-
zen and Mr. Sayre, Assistant Secrefary of State, it was said that
this Joint Committee of Experts would be expected, in making
recommendations, {o consider the bearing which an advancement
m the date of independence would have in facz]ztatmg or retard-
ing the execution of a, program of economic adjustment in the
Phlhppxnes.

In this memoranéﬁm, we beg o submit a set-up that could
be provided for by Congress, whereby our economic gquestions
will henceforth be theoretically disassociated from the political
questions, thereby greatly simplifying the issues involved in the
solution of our economic problems,

' The nature of the trade relations that should exist between
the Philippines and the Unifed States need not depend upon the
nature of the political ties existing hetween the two countries.
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Free trade between the Philippines and the United States was
established in 1909, more than ten years after the American oc-
ecupation of these Islands. Free trade does not exist between
England and her dominions or dependencies which have complete
tariff autonomy. Rather than giving us tariff auionomy, the
United States preferred te give us free trade.

The United States was morally bound to give us free trade,
not because we were an unincorporated ferritory or a dependeney,
but because we were not given complete tariff and monetary auto-
nomy. Granted such an autonomy, and & reasonable period to
readjust ourselves from our present free trade relations, political
independence may be granted the Philippines at any time even
during the economiec period of readjustment, and conversely at
the expiration of said peried of readjustment free irade could
eventuslly be withdrawn even if our political ties with the United
States are not entirely severed. On the other hand, at the expira-
.Hon of the said period of readjusiment from the time fariff auto-
nomy is granted the Philippines, free trade between the Philip-
pines and the United States may continue, no longer on grounds
of equity or duty om the part of the United States, no longer due
to any paternalistic attitude fowards the Philippines, but simply
on its own merits, independently of whatever political ties may or
may nof then exist between the two countries, on the simple ground
that free trade under certain limifations and restrictions might
still be the best formula of achieving a Reciprocal {rade arrange-
ment between the two countries,

IL.—PROPOSED AMENDMENTS TO THE ECONOMIC
PROVISIONS OF THE TYDINGS-McDUFFIE LAW

{a) TARIFF AND MONETARY AUTONOMY CoUPLED WITH AN ECONO-
Mic TRANSITION PERIOD OF FIFTEEN YEARS ARE ABSO-
LUTELY NECESSARY To THE READJUSTMENT OF PHILIP-
PINE EcoNOMY.

The provisions of the Tydings-McDuffie Law fo the effect
that tariff and monetary lawg of the National Assembly are sub-
ject to the approval of the President of the United States—pro-
visions similar to the one existing under the Jones Law,—deny
the Commonwealth complete autonomy in tariff and monetary
questions, an autonomy which is essential to every country that has
to readjust its economy.

The members of this Committee, better than the undersigned,
know that the process of acquiring new markets, and the process
of building up new industries in the Philippines i§ a long process
of many years, and it is believed that an economic transition ps-
riod of fifteen years from the time we are granted tariff and mo-
netary autonomy will be fully needed to give us a reasonable period
of time to build up our new economic structure.
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{b} EXPORT Taxes SHOULD BE ABOLISHED.

Under this plan, it is obvious that during the economic tran-
gition period no export taxes should be levied on Philippine prod-
ucts going to the United States. We shall not deal on this point
st length beeause we understand that the matter will be fully
:::ere& in other memoranda to be presented before this Commit-

The export taxes that are being levied by the Tydings-McDuf-
fie Law have the expressed objective to provide means for the
payment of our bonded indebtedness to the United Siates. Four
of our prineipal exports like oil, pearl, buttons, eigars and tobaceo
will not be able to stand the imposition of export taxes from the
veryv beginning. Sugar, embroideries and desiccated coconuts will
perhaps be able to stand the export tax for two years although
with great hardships for many individual producers. The prac-
tical result of the tax will, therefore, be to nullify ifs very am:.
for with the curtailment of our principal exports, the expected in.
come from the export taxes to be used for the pavment of our
bonded indebtedness would not be realized.

I wish to add, that I see no serious objection in guaranieeing
the payment of our bonded indebtedness that might be sold in the
Unitad States prior to the proelamation of Philippine independ-
ence, by vesting in the President of the United States in case of
© default in the payment of said bonds the power to control any of
the customs offices and fo apply to the payment of said indebied-
ness the customs receipts, said control to %ermmate apon full pay-
ment of the amount defaulted.

III--READJUSTMENT OF THE NATIONAL ECONOMY

{a) BAsIC MEASURES To BE TAKEN IN READJUSTING PHILIPPINE
EconoMy.

Naturally, a new Philippine economic structure should be
built, and here again, if we were permitted to have our wishes,
we would prefer not to destroy our present trade association with
the United States, but rather to gear it to a more balanced Phil.
ippine economy. Without increasing our present trade with the
United States same could be readjusted to the new situation,

‘While at present about 30% of our toial production is export-
&d to the United States, we should aim without reducing our volume
of exports o the United States, so to increase our total production
and the wealth of the couniry, that the percentage of our exports
to the United States in relation to our total production will be
reduced. Without reducing the volume of our trade with the
United States, we should reduce its importance in relation to our
total production, from the present rate of 30% to say 10%. ‘This
should be the sensible plan of readjusting our economy.
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In this eonneection, it is timely to point out the following fig-
ures:

Last year our total produection as estimated by the Bureau of
Commerce was as follows:

Apriculture ... .. ..i000iuae vasreaeas P 357,391,770 (a)
LiVestork «..vuvsassesnas tiaisnraeane P 10,854,000 (b)
Manufacturing ....ccovasccasarscanaee P 91,146,000 (e}
Mining ....oeonvsnsssccssscnvesss vess P 52,200 800
Forest Products ».ooneroeessnansresnns * 33,511,000
Fisheriea ....:v0vvues verersseseraeanss ¥ 84,200,000

Total .... P 629,302,770

Estimates of the percentage of Philippine produets that went
abroad in 1936, showing share of the United States follow:

United States  Other Countries

Per Cent Par Cent
Apgricolture .....vc-cveceecian... 3950 11.01
Mining ...vnvs sarrsssatersnsne 43.48 .64
Forest pro&ucts ................ 1.87 12,03
Figsheries ...ccneecescearecseasa. 005 6.09

T}Ee percentage ex;mrted of the manufactured producis are as
follows:
United States  Other Countries

Per Cent Per Cent
1. Coeonut OH ........ teeaes .. 8211 459
2. Cigars and cigarettes ...... 26.82 4.38
8. Befined suvgar .............. 9425 0.09
4. Desiccated coconat .. e. 9463 .95
. Embroideries ......c.iu20000n 99.80 8,19
§. Copra cake ........ cc0vcens 66.91 42.96
7. Cordage ....vocevrasvrnnncnae 84.58 $7.63
8. Pineapple {canned) ..... vee- 9118 0.004
9. Hafa ...vvvnvnss crnanva ... 6388 14.46
10, Vegetable Iard .............. 340¢ 11.03
11, Vegetable butter ......... ees 2086 « 48.65
12. Cuteh ......civevvensnn veas. 9940 0.00
13. Peari buttons sessnsancocsss D159 0.00

Fooilnote:
{a) For 41 crops
{b)} Includes carabaos, cows, horses, hogs, and sheeps.
(e} Estimates for only 13 manufacturing industries as follows:

1. Cocomut Cil ....ccvicninnrcnnnenceneevess. P32,000,000

2. Cigars snd cigarettes ......co0var-0s eerena 18,400,600
3. Refined s0gar ..:vivvncinsarcrsusce veeszeen 10,600,600
4, Desiceated coconut ....... svreessazcana veeers 9,206,000
5. EmbBroideries .....cvneeicenrovrencnnsszass  5550,000

6. Copra eaka ......civcavinnes ersereanna rera 3,706,000
*I Cordage .......coeievctascensnnsanna vesaes 2,800,600
g8, Pmeappie {c&nned) csaserezasn anrcsseasaen 1,100,000
9, Hats ..cavvasions CarerreEressassazana sesss 1,500,600
10. Vegetable 1P RSO OR veesacins 2,600,600
11, Vegetable butter ..... O Maresasarnne . 1,000,000
12, Cuteh .. oiisiinioasuncasnnnansssrrnnsnsnn 850,600
13, Pear]l buttons .......cva0vuieea vresesrarven . 446,000

TOTAL .... 191,146,000
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The fotal exports to all countries in 1936 amounted to P295,-
360,315 or 46% of our total produetion, of which P215,050,654 or
80% was exported to the United States.

On the other hand, 60% of our imports in 1936 from abroad
came from the United States. In 1934, 65% of our imports came
from the United SBtates.

Contrast these figures, with the fact that the importations of
Philippine goods o the United States only represenied 4% of the
total imports to the United States,—and that the exportations of
American goods o the Philippines, represents 0.17% of the total
production of the United States,

This situation has been attributed by Messrs. Waring and
Dorfman to be “largely due to the difference in the magnitude of
the markets of the two countries”. I would like to add, however,
that under the American administration in the Philippines, the
administration was only concerned in increasing the volume of
trade between the {wo countries, and not in having & more ba-
lanced economy in the Philippines.

To correct this unbalanced economy but ndt to diminish its
volume, we need an economic transition period.

‘When imporis do nof generally compete advantageously with
local products and are received only in exchange of exports, they
do not curtail but on the contrary stimulate local production and
are beneficial {0 the country. But there may be cases where im-
ports compete in such general way with local produection that the
latter is curtailed and cannot develop to its highest point. In
such cases, recourse may have to be made to protective tariffs to
place local products on a general competitive basis with imports,
50 as to permit the confrary to reach its highest productive point,
exporting its surplus products and importing only in so far as its
exporis are to be paid. In other werds, foreign trade is beneficial
in so far as it stimulates local production and is harmful in so
far ag it curtsils local production to the extent of net permitting
the country fo reach its highest productive point.

Under our present economic structure, we can safely say
that, generally speaking, our imports do not curtail local produe-
tion, but on the contrary they are received in exchange for our
money or export crops. But the general trend of our imports
could be deviated somewhat by importing less of those goods that
congtituie prime necessities either for the people or for the nation
as such, and importing more of such commeodities that can not be
advantageously produced in the Philippines.

It would be beyond the scope of this study to cover a detailed
discussion of the new commodities, agricultural and industrial,
that could and should be produced in the Philippines to attain a
more balanced economy. In this connection, we wish to quote a
table included in the pamphlet entitled “Economiec Problems of
the Philippines” published by the Philippine Economic Associa-
tion, showing the agricultural imporis of the Philippines that could
he produced locally.
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Percentage

Value in of totai

Penos relative

tmporte
1. Cereals and manufactures ........ 1,100,541 0
2, Cacao and manufactures .......... 523,021 a3
3. Coffee, raw and prepared .......... 1,175,495 T4
4 Egps oot ciiiiiaerzataasanenss 1,838,319 a7
5. Fruits and nuts ...c.cicvcsvrsness 2,487,972 1.56
6. Meat and meat products ........ 2,825,234 1.84
7. Dairy products ....ccvvnvrerrenna 5,203,020 8.28
B.RiCE ..covirnnuinnnrnnncnrrnssenes 998,690 63
9. Btarch ........c..ciiiiieirnccanns 444,543 28
10. Supar and molasses .............- 207,433 12
1i. Tobacea products ............ sees.. D,385142 3.39
12, Vegetables .........ccvinnnccsnanns 8,102,493 196
13. Wheat flour ........... aserseans 4,808,878 3.09
Total .... 29,980,781 i8.88

If eotton goods were added to the list, the total would repres-
ent 40% of all our imports. Also, I wish to refer to a list pub-
lished in the same pamphlet of the manufacturing industries that
could be established in the Philippines (pp. 131 and 132).

My approach fo the problem is rather io set up a goal for
local production. In a study submitted by Mr. Lyman P. Ham-
mond to the Honorable Henry L. Stimson, then Governor-General
of the Philippines, entitled: “A Survey of Economic Conditions in
the-Philippine Islands” dated June 30, 1928, Mr. Hammond sub-
mitted the following conclusion as fo the per capita production
obtained in the Philippines:

“The estimated populstion of the Philippine Islands in 1928
was 12,100,000 persons. Consequently, it seems that the wvaiue of
the smnual commercial production per capita hers is only about
P6T7. Assuming 5.1 persons to the gsmﬁy, s8 in the 1918 census,
the value of the annual commercial production of the average family
in the Philippines is only about P342 ($171.) According to data
recently published by the Collector of Internal Revenue in the United
States, the value of the annual income of the average family s
about $3,900 in that country.”

I do not think that the per capita production has increased
materially since 1928 and if the figures submitied by Mr. Ham-
mond are approximately correct, they show that the per family
production in the Philippines, assuming that it is made up of an
average of five persons, is about P1 a day. Considering the fact
that our currency is in pesos and that of the United States in dol-
lars, I believe that it would be proper to compare the per family
production in the Philippines i# pesos with the per family produc-
tion in the United States in dollars, On this basis, it would seem
that the per family production in the United States is more than
ten times higher than that obiaining in the Philippines. I submit
that it would not be unreasonable to set a goal to achieve during the
economie transition period s per family production in the Phil-
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ippines at least half the amount obtained in the United States. In
other words, our goal would be to multiply by five the present per
family productior in the Philippines,

In a pamphlet entitled, “The Efficiency Standard of Living in
Japan” by Kuichi Morimoto, and published by the Japan Council
of the Institute of Pacific Relations, the following table of national
income per cepite (not per family) is given:

Country Year of Amount

| egtimation inYen
FAPAR sisneresasvivrcansaree 1925 ieiaecricrecans 224
Germany ...ccvrrvvrensrnnres 1922 .. ciriinicarrenn 348
Great Britain ,........00iieen 1928 ..vvuvcnninnnrens 977
United States  ......c.0vcea kE: 21 2 1,272

Basically the fundamentsl objective in the new economy that
we have 10 build, resolves itself in eradicating unemployment, and
in achieving a higher standard of living for our people, not for a
privileged few but for each and everyone of our people. These
basic objectives resolve themselves into the following:

1. More and better houses, food, clothing and sanitation for
our people. '

2. This would demand an increased purchasing power on their
part which basically is nothing mere than an inereased productive
power, We must therefore increase the productive power of the
country,

3. Thig incréased productive power may be due 1o increased
man power, animal power, or mechanical power. We would not
be raising our standard of living unless our inereased productive
power i3 accomplished with the aid of mechanical power. The.in-
creased mechanical power must principally come from our water
power which is abundant in this country. If we are satisfied in
dépending on the man and animsail power, our people will not at-
tain & higher standard of living than that achieved by the Egyp-
tians and the Romans before the Christian era.

4. Considering the difficulties encountered by all countries in
increasing their exports, I do not believe that we can hope to in-
crease the volume of our exports, Our increased production must
thérefore be of goods for local consumption to meet the demand
of our people for more and better houses, food, clothing and sani-
tation. In other words, what we want is an increased capacity
to buy on the part of our people, the same to be supplied by our-
selves, More and better houses, fooed and clothing ean certainly
be produced efficiently and sufficiently by us.

Living as we do in a country very rich in natural rescurces,
we should certainly be In & position to provide our laborers and
our ege&;ple in general with a higher standard of living mostly
Trals s

Thus under the new economy, we should sim not precisely to
foster the consumption of local goods to the prejudice of Amer-
ican goods, but to achieve the consymption and enjoyment of more
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goods than heretofore enjoyed by our people, frying at the same
time that this increased purchasing power of our country be di-
rected and applied as much as possible {o local products. We
should aim to be less dependent on the United States for our pri-
mary necessities. We should try to build up certain basic indus-
tries that are essential o sll independent nations, and which having
regard to cur natural resources, eould be established in the Phil-
ippines.

To achieve this, higher duties should be imposed to protect
the infant industries from eompetition of foreipn countries, es-
pecially Japan, No protection at all will be afforded the loeal
industries from the competition of American imports, but this is
the safety valve that will profect local consumers againat any un-
reasonable increase of our duties, These higher duties will give
protection to American goods and will increase the importation of
American goods at the expense of other countries,

Now, in so far as such incresse of local production will na-
turally displace the importation of similar products at present
imported from the United States same should be replaced—by the
importation from the United States of more machineries and other
eapital goods that can not be efficiently produced in the Philip-
pines {electrical equipments, machine tools, motors, tractoras,
chemicals, dyes, aeroplanes, many of the more advanced manufac-
tured iron and steel goeds, etc.) and the refined classes of manu-
factured consumer’s goods (cars, radio, frigidaires, fine fabries, .
ete.). ‘This can be attained (1) by the ereation of new indusiries,
(2) by the mechanization of our farms, (3) by spreading to a
greater number of people the benefits derived at present by the
ecountry from free trade with the United States, and (4) by rais-
ing the real standard of living of our pecple including the Iaborers
and the farmers, to a level that should ecompare well with the
standard of living prevailing in the United States.

As very well pointed out in the report prepared by Drs. War-
ing and Dorfman of this Commitfee, “the resulting inerease in the
proeduction of expori commeoedities tixus protected._in the American
market has, to some extent, operated fo discourage-the production
both of export commodities not so protected and of commodities
intended for Philippine consumption.” With the present quoia
system imposed on our prinecipal money crops' exported to the
United States, the ever-increasing productive forces of the country
will ne longer be directed in increasing our production of these
commodities for exportation to the United Stafes, and it will not
he beneficial to the country fo further inerease our production of
these commeodities since there will be no market to which we could
expori, any excess production over the quotas. Al we wish is to
maintain the present volume of production of these eommodities,
The same forces that have operated in other eountries to bring
about an equitable distribution of profits would soon operate here,
80 that eventually those engaged in the production of these com-
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modities at present protected in the American market will share
their benefits with the community in pgeneral, Intelligent diree-
tion and assistance would, of course, hasten such result.

The scheme outlined and suggesied in this memorandum aims
to perpetuate our economie association with the United States on
a basis that should be more reciprocal with the people of the
United States, and that the benefits fo be derived from our close
economiec association with the United States will benefit not only
5 few privileged people of the Philippines, but the greatest num-
ber of the people in these Islands, In this way, we shall be able,
not only fto maintain but even to raise the standard of living of
our people, and in doing so, attain social justice in our country,
and at the same time the laboring elements in the United Stafes
will have no reason to complain against cheap Philippine compe-
tition.

Under this scheme, the Philippines will attain reasonsble
economic independence from the world including the United States
in all its prime necessities and basie goods, so that in time of
emergency it shall be in & position {0 sustain its eeonomic life—
although with some hardships—even if our irade relations with
the United Siates were hampered or curtailed.- We should pro-
vide the prime needs of ocur people and the prime needs of cur
country for self-defense with our own local producis, while we
shall depend on ocur trade with the United States to supply us
with the niee things that make up the refinements of modern civ-
ilized life, but which the country can dispense with temporarily
in emergency cases. i

Even during this economic transition period, the Philippines
ghould aim and exercise every effort to make its trade relations
with the United States truly reciprocal for both countries and
this, I trust, will be greatly enhanced by increasing our tariff rates,
which gill not only protect cur industries, but Ameriean products
a8 we

(b} THE RETAIL TgrapE SHo0ULD BE IN THE Hanps OF Our
NATIONALS.

It is conservatively estimated that from 20 to 25 per cent of
the retail trade of the country is in the hands of Filipinos, and the
rest in the hands of foreigners, mostly Chinese and Japanese.
Such s situation has no parallel in other countries, and the problem
is peculiarly ours, -

We can not make & rapid advance fowards industrialization
unless the retail trade of the country is in the hands of the Fili-
pinos. It is the constant complaint of local manufacturers that
one of their chief difficulties is the lack of means of distributing
their goods to local consumers, as many foreign retailers do not
care to sell locally manufactured goods in their establishments.
The retail dealer exercises a supremely vital function in the econo-
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mic life of the nation. They are to the ¢duntry, what the arteries
arg to the proper funetioning of the human organism. Its in-
fluence, better yet, its indispensablility, is felt even unto the small-
est cells and activities of the body politie. The evils of having the
retail trade in the hands of foreigners is still greater and more
pronounced when it comes to the prime necessities of our people.
Because of the great orgamzatwn which foreign retailérs com-
mand, they are actually in A position of dictating the price at which
they buy our agricuitural commodities, and the price at which they
are sold to our people.

This chronic social malady that has afflicted us for centuries
calls for immediate cure. It is 30 extended and well-rvoted in our
soil, so well entrenched behind the greater experience of foreign
dealers, lower standard of living, unfair and dishonest practices in
many instances, a well organized system of financing and credits,
cooperative purchasing, interlocking ownership, ete., that private
Filipino initiative will be impotent to change the present re-
tail trade structure for generations. Moreover, I greatly fear that
if lefi unchecked by the inaetion of the Government, foreign con-
trol of our internal trade will tend to increase rather than diminish.
This is one of those cases where governmental action is not only
desirable but highly imperative.

I sincerely believe that 2 readjustment of our national economy
means the correction of any major economic evil that may un-
dermine the stability of cur future independence. Inaection on the
part of the government on this matter during the transition pe-
riod, will result in the increase of the aliens’ contrsl of our retsil
trade. Such control wili mean s whole nation at the mercy of
aliens, for the satisfaction of its food and clothing; in the long run
it might mean an undue influence of foreign interests on our
press; it might mean a control of our institutions, including the
Government itzself. In a word, inaction will niecessarily lead us
to a disgraceful independence and to the status of a puppet state
which will bave &ll the responsibility while the:eal authority will
be in the hands of foreign interests,

{¢) THE JAPANESE-DAvAO PROBLEM SHOULD ALSO BE SoLvED Dur-
ING THE TRANSITION PERIOD.

For & very comprehensive exposition of the Davao problem, I
wish to refer this Committee to an article published in the Herald
in its issue of April 9, 1936. This gquestion has merited & refer-
ence by President Quezon in his message to the First National As-
sembly on June 16, 1936. In his message, he tried to belitile the
sericusness of the problem. While per se the situation in Davaeo
should not be a cause of serious concern, as stated by the Pres-
ident, it is not so, however, if we do not close our eyes to the
maneuvers and tacties emploved by Japan in extending its domi-
nion over the Orient. Let us pray that our inaction in this case
will not be for long, and that it will not provide Jspan with an
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opportunity to extend its dominion over the whole province of
Davao, nay, over the whole island of Mindanao.

IV.—ADVERSED EFFECTS IN ADVANCING DATE OF
INDEPENDENCE

(a) CHINA’S EXPERIENCE IN ITS EXERCISE OF TARIFF AUTONOMY.

We have previoiisly said that the economic problems of the
Philippines fould be theoretically disentailed from our political pro-
.blems, and I must how elaborate on this point. Once the United
States ha3 praried us 4 reasonable economic transition period
coupled with complete tariff autonomy, political independence could
be granted o -the Philippines even before the expiration of the
economie¢ thansitior period. Theoretically, an advancement of the
date of indepéridence would in no way affeet the execution of a
program of Economic ddjustment in the Philippines under the plan
above-cutlined. The history of China, however, would seem to
indicate thaf it would be imprudent to grant the Philippines her
independencé before the full expiration of the economie transi-
tioh period abbve recommended and that, in this regard, the state-
rent made by 8ir High Commissioner Paul V. McNutt, scon after
his sppointmernt, that economie independence should precade poli-
tieal independeniceé was very thoughtful and to the best interests
of the Philippines:

Oh this point, 1 would like to be permitied to survey the high-
lights of China’s experience in her long-fought aspirations for ta-
¥iff dutonomy. It is gratifving to recsll in this connection that
the Chairman of this Committee was highly instrumental in giving
China what is now known as the Soong-MaeMurray Agreement
between Chingd and the United States concluded on July 25, 1928,
wherein the principle of complete national tariff autonomy was
for the first time recognized for China by a major power. Similar
agreements with other couniries recognizing China’s complete ta-
riff sutonomy scon followed. 'The Japanese Government was
smong the last to give its assent to complete autonomy for Chiha
on May 7, 1930, after several months of diseussion and after hav-
ing obtained certain concessions from China. It was granted,
however, after the Chinese Nationalist Government had in fact
exercised a complete tarlff antonomy revising its tariff schedule
on December 7, 1928, and enforcing it on February 1, 1929. The
enacitment of this measuré ratifying, at last, Chinese customs so-
vergignty, waa celebrated as a great diplomatic success. The Gov-
ernment announced that the newly acquired rights would be used
not only to increase revenues, but, more import still, to give ample
protection and stimulus to the industrialization program of China.
The first purpose was sufficiently met by the Tariff of 1929, but it
proved not to give sufficient protection fo native indusiries, It
was in the revised Tariff of 1933 that the principles of protection-
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ism became more evident. The dufies on various products com-
peting with domestic industries were drastieally raised, whereas
the duties on non-competitive goods and products valuable to the
further development of the country were lowered. No¢ sooner was
the tariff schedule of 19338 promulgated than the Japanese Minis-
ter to China protested in the early part of 1934 not only in inter-
views with Wang Chingwei, the then President of the Executive
Yuan, and Foreign Minister, but also directly with Chiang Kai-
shek himself. It was on this occasion that the Tokyo Foreign Of-
fice’s spokesman promulgated the so-called Asiatic Monroe doc-
trine; while the Japanese Government pressed five demands in
regard to North China, soon followed by new demands made for
the repayment of the Nishihara loans. These evenis culminated
on July 11, 1934, in the sending of Japanese gunboats and eruisers
fo Nanking as a result of the sudden disappearance of a Japanese
Vice-Consul who was later on found hiding in a cemetery. All
these events seem to shew that China was not acting freely when
on July 3, 1924, it revised the tariff act, radically reversing the
policy of the tariff of the year before. By the new provisicns,
rates on many Japanese imports to China including some in com-
petition with Chinese products, were uniformly reduced. On the
other hand, rates on a considerable number of Western, specially
American, imports including raw materials necessary for Chinese
domestic industries were considerably increased. A closer ana-
Iysis of the new import duty rates on cotton piece goods empha-
sizes the trend. In the printed and miscellanecus categories, which
are furnished for the most part by Japan, the reduetion was gen-
eral and drastic. To cite a8 few examples, the rate on printed
crepe, not over 82 centimeters wide was reduced by 83-1/2%, that
on cotton flannel {(No. 66 b}, by 39.4%, and that on printed eam-
bries, lawns, muslins, brocades, between 82 centimeters and 102
centimeters wide, by as much as 48.6%. There was no reduction
in the gray, white and dyed catepories and other classes supplied
chiefly by the United States or, to a lesser degree, by Great Bri-
tain. The important commodities on which rates were increased
were raw coiton; animal produects and groceries; Iruits, seeds,
vegetables, efc.; dyes and pigments; kercsene; timber, weod, ete.;
woolen yarn and thread, mixed; metals; machinery and tools; che-
micals; and coal. Of these eleven classifications, the United States
was the principal source of supply in the first six; Great Britain
in the next four; and Japan only in the case of coal.

The increased duties on raw cofton, so damaging to local tex-
tile manufacturers had encouraged the domestic production of raw
cotton. From the longrange viewpoint, the tariff revision of
1984 simed fo develop China on an agricultural instead of an in-
dustrial basis. Such a plan evidenily expresses Japanese rather
than Chinese aspirations for China. This is further evidenced by
the fact that tariff inereases were made on all kinds of machin-
eries ranging from 33% fo 100%.
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The increase in the rate of duty on kerosene, s necessity for
millions of peasants, families and Izborers, was due io the press-
ing need of the government for larger revenues to offset the loss
from decreased tsriff items. The tfariff revision of 1934 had
acted, therefore, not as a protection for domestic industries, but
rather as an oppressive sales tax on the poor and a prohibitive
impost on products necessary to the progress of th country, prod-
ucts which, for the most part, offer no competition to domestic
commodities.

Another important factor that should be considered in con-
nection with our tariff autonomy once our independence is pro-
mulgated, is the fact that, according to estimates by economic ex-
perts of the Bank of China, in recent years “invisible” imports
and smuggled contraband of which the Chinese eustoms authori-
ties have no official lmowledge, have reached such gigantie sums
as $143,000,0600 in 1938; $154,000,000 in 1934, and more than
£250,000,000 in 1935. And finally the loss to China of the North
China customs revenue which has amounted {c more than 20%
of the total customs receipts is another factor that might have
some counterpart in the future Philippine set-up.

(b) Loss OF THE PROCEEDS OF THE EXCISE TAXES,

Besides, we should not forget the proceeds of the excise taxes
collected in the United States from Philippine produets which are
being returned to the Commonwealth of the Philippines, which
amount to P70,000,000 2 year, a benefit which we would not re.
ceive once our independence is granted. The loss of this big
amount which weuld be very helpful in developing new industries
in the Philippines will undoubtedly retard a readjustment of our
nation economy.

{c) A DILEMMA.

The only argument advanced in favor of the acceleration of
Philippine independence, in so far as it might be beneficial in
the solution of our economic problems is the hope that once in-
dependece is granted us, we might obtain a favorable commercial
treaty with the United States which would be above any subse-
guent action of Congress to change. Granting that a favorable
commercial treaty might be obtained for a reasonable period of
time, say fifieen vears, and granting that the same can not be
subject to amendments by Congress, I am afraid that with such
a step we might soive the very remote dangers of possible Con-
gressional actions inimical to the Philippines, only to put our-
selves at the mercy of Japanr’s ambition which will make 8 myth
out of our newly-acquired independence, at least in so far as it
pertains to economic guestions. The sad experience of Chins is
100 near our door and foo eloguent to require further elucidation.
If we are granted our independence before we have been able to
adjust cur Philippine economy to the vital needs of our country,

76144 O--~-voL, FII—88——4
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Japan will surely interfere with our endeavors to build up a
self-gustaining nation in the Orient.

We would be in a better position to attain the objectives of
our program of readjusting our national economy, if we could
fully dedicate ourselves to the same, without having to face at
the same time the many new problems that an acceleration of the
date of political independence would entail. Aside from the faet
that political independence will mean the application of many
millions of pesos of our budget to a greater intensifieation of
our program of national defense and to the creation of a diploma-
tic and consular service, there is no felling of the amount of time,
attention and worries that the responsibilities of a new inde-
pendent nation will demand from our leaders, which will greatly
diminish the efforts and money that could otherwise be dedicated
to the solution of our economic problems.

It would, indeed, be very sad if because of undue haste in
our desire fully fo rule our destinies, we entirely Iose all the
progress that we have made during all these years. I ean only
see dangers in any aftempt at aceelerating our politieal indepen-
dence before we have had full time {o become & strong nation both
economically and militarily. Any hasty movement at this time
might bring about a situation whereby we may permanently be-
come an economie colony of Japan—a situation wherein Japan
will receive all the advantages which imperialistic nations obtair
from ‘their colonies without any of the corresponding disadvant-
ages and obligations. A situationt may arise wherein Japan would
have full authority in the Philippines without any responsibility.

V—RECIPROCAL TRADE RELATIONS WITH THE UNITED
STATES AFTER THE ECONOMIC TRANSITION PERIOD.

(a) RECIPROCITY SHOULD BE BASED As MucH As PossiBLE ON
PRESENT SYSTEM IMPOSING BARRIERS ONLY IN S6 Far
As THEY ARE NECESSARY To0 CORRECT INEQUALITIES.

At the éxpiration of the econemic iransition period during
which the United States has still certain moral duties to perform,
the trade relations between the two countries should be strictly
based on their own merits, that is, on true reciproeity; but to at«
tain that reciprocity, instead of destroying our present trade re-
lations, reciprocity would be more easily achieved by perfecting
our present trade relations,

To this end, not only import guotas but .also such percentage
of the full éuties which are required by the laws of the United
States to be levied on like foreign imported articles could be im-
posed on Philippine goods as may be found necessary to correct
any inequality existing against the United States in its trade re-
lations with the Philippines.
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Assuming that under our present trade relations  with the
United States, real reciprocity does not exist, in that the Philip-
pines is the gainer, we submit that before trying to achieve true
reciprocity by curtailing Philippine exports to the United States,
it would be for the best interest of both couniries to endeavor
to achieve reciprocity by increasing Philippine imports from the
United States. In other words, in frying to correct any present
inequality in the trade between the two countries, the correction
should be not to reduce the volume of trade to the level of the
passive balance, but to try to raise it to the level of the active
balance. _

Disruption of world production and trade and many of the
economic evils of recent years had been greatly due to the tariff
wars which were. caused by a lack of long-range planning and -
coordination among the nations. To offset the evils that resulted
from the very high {ariff duties levied by the Hawley-Smoot
Tariff Act of 1930, Seeretary Hull has very wisely been trying
to earry out a program of Reciprocity among nations. ‘This re-
ciprocity movement is therefore an attempt to reduce the present
high duties levied by the Tariff Act of 1980, so that the normal
flow of {rade and commerce between the United States and other
countries may be resumed. The theory of Reciprocity eamé about
in a desire to lower duties rather than incresse them.

Secretary Hull, the father of the reciproecily movement, has
expressed the policy of the administration in the following words:

“Let us not deceive ourselves. 'We must awaken to the fact that
the world is at a parting of the ways. In one direction lies the road
of fair and practieal cooperation among the nations in the field of
their commercial relations, the road of sxrpanding intsynational trade,
It leads to increass employment, raising standards of living, inter-
nal political snd economie stability, and durable world peace. In
the other direction lies the road of economic warfare inherent in the
policy of national self-containment, the road of contracting and
vanishing ftrade. It leads to a progressive economie impoverishment
everywhere, internal political instability, and constant fear of armed
military conflict among nations, Which way shall weé go?”

Reciprocity between the Philippines and the United States,
considering the fact that they have been_on free trade basis for
nearly thirty years, could be much more easily achieved by cor-
recting said trade only in so far as the same may not be reciprocal
{0 one of the countries, by merely making a few corrections here
&nd there in the present trade system, but maintaining it as much
as possible as it is at present, instead of changing entirely into &
new system of tariffs whose effects to the frade will be much more
difficult to foresee.
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(b) TEHE PrOPOSED RECIPROCITY TREATY SHOULD AIM T0 PRESERVE
THE BENEFITS OF THE PRESENT TRIANGULAE TRADE
ExisTING BETWEEN THE UNITED STATES, JAPAN AND
THE PHILIPPINES.

There is no question that a great portion of the unfavorsbie
balance of irade which Japan has with the United Stats is being
paid at present with the favorshle balance of trade which Japan
hag with the Philippines. This triangular trade should be main-
tained as much as possible, and only any existing inequalities of
the same should be correcied. In other words, the triangular trade
should be improved and not destroyed. In s recent treatise on
Reciprocity by William S. Culbertson the evils of bilateralism are
stressed in the foliowing language:

“Bilateralism tenda to fasten a lower level of economie condi-
tions on the peoples of the earth and o bar the advanece to a higher
world prosperity and standard of living, It is defended on ths
ground of national necessity, but from sny bread statesmanlike view
it is not justified by its works.

“The destruction of trisngclar trade not only redaces the volume
of trade but it restricts or destroys other wealth-creating factors in
world trade. Negutively, it cncourages blocked commercial balances
or, if merchants avoid blocked balances, they do not trade at all
because of the diffienlties te moving their funds out of ths coun-

" tries where they sell. Moreover, quantitative restrictions and em-
bargoes on trade react disastrously on the movement of capital. Not
the least of the effective means of recovery in both creditor and
debtor countries is the revival of lending in the world money markeis
for the development of resources in the less economically developed
areas of the earth”

As noted by Mr. Culbertson in his treatise, bilateralism has
rot only extended its infectious domain over all items in the balance
of payment but it tends to spread to other countries which are
rezisting if, in conformity with the Gresashm’s law as applied fo
commercial policy. Therefore, nations which are weaker econe-
mically are forced to mecept the devices of bilateralism as a price
for trade. As pointed out by the said author, the strenger nations
like the United States and Great Britain are the ones who are in
& position to regist such a commercial policy. But it is up to the
United States, if it wishes to insist in a perfect bilateral reciprocal
trade with the Philippines.

I believe it is premature at this time fo agree on a formula
or an index for measuring the respective economic gains and losses
of the two countries upon which to base the reciprocal trade un-
derstanding of the two nations, This is a matter that can be
finally agreed upon, when the time comes for entering into a Re-
ciprocity Treaty with the United States.
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On this oreasion, it will be however, interesting to revise the
different formulas or indices that from time te time have been
suggested, to determine which of the two eountries has been more
benefitted with the present free-irade relations,

As far as we know the following indices have so far been
suggested:

(1) To ascertain the increase in percenicge of the exporis
since free trade. In other words, to compare the percentage of
the mutyal increase of the exports from one country to the other
since the inauguration of our free trade relations. Secretary El-
pidio Quirino, in a speech delivered at the Foreign Political As-
sociation at Chicago in 1933 concluded as follows:

“Official statistics show alsc that as a whole, from 1908 to
1930, Philippine exports to the United States have increased by 615
per cent as compared with 1,113 percent incresse in the exports of
the United States fo the Philippines during the’ same period.’

The same index was advocated by the present Director of
Commerce, Mr. Cornelio Balmaceda, in his article entitled: “Un-
equal Gaing Under The Free .Trade” published in the Philippine
Finance Review issued in October, 1928,

{(2) To ascertein the duly-exempt trade values.

In other words, to compare the interchange of eommodities
between the two countries, excluding, however, those commmedities
that are in the free list and would, therefore, pay no duty even if
free trade were abolished, On this basis, it was argued that of
the principal products exported from the Philippines, abaea and
copra are in the free list and only supar, tobaceo and coconut oil
are benefitted by free {rade,

In this eonnection, in the Report No. 18, Second Series, of the
United States Tariff Commission the following figures are offered:

From the beginning of dutyfree between the Philippines and
the United States In 1908 until the end of 1%29, imports inte the
United States from the Philippines, valued st about $797,341,000,
were given tariff preferences, the remaining $580,592,000 being on
the general free lists of the United States tariffs regardless of
arigin.

During the same 203%-year period imports inte the Philippines
from the Ynited BStates and its possessions, wvalued af about
$1,044,0569,000, were given Philippine tariff preferences. But this
amount included large importations into the Philippines, from July
1, 1910, to the end of 1929, for or for sccount of the United States
Government, of which are estimated at not less than $50,000,600 for
the Army alone. I this estimated amount of the United States
Government purchases is eliminated from the Philippine figures, it
appesrs that from the beginning of mutual free trade to the end
of 1528 the value of Amgrican goods receiving tariff preferences in
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the Philippines exceeded by not over $196,718,000, the value of Phil-
ippine products receiving tariff preferences in the United States un-
der the reciprocal duty-free trade status,

(8) To ascertain the amounts of duties mutually waived,

In other words, to determine which country iz saving more
in duties unpaid because of free trade, considering the actual
amount of commodities interchanged between the two countries,

(4) To ascertain the amount of goods interchanged.

In other words, to compare the actual amount of goods inter-
changed between the two countries,

(5) To ascertain the perceniage of our imports and exporis
to the United States in relation lo our fotal imports and exporis.

In other words, to compare the percentage of our imports
from the United States to tofal Philippine imports, with the per-
eentage of our exports to the United States to total Philippine ex-
ports. Last year, the present percentage of our imports from
America amounted to 60% of our tgtal imports, while our exports
to America amounted to 80% of our total exports.

On the subject of relative trade advantages derived by the
two countries of free trade, we wish to quote the following very
%’:o:fgi;tful statement found in the Report of Messrs. Waring and

orfman:

“The status of the balance of trade vetween the United States
and the Philippines has frequently been regarded as an index of
the profitableness of the trade to the one country or the other. The
country having the credit balance kas been considered the gainer,
and the other country the loser. This inference however, is not war-
ranted. In the trade of the United States with the Philippines the
customary excess of imperts over exports has simply given rise to
& trisngnlar {or pelyangular) trade in which the United States has
paid for thiz excess of imports largely by exportisg goods to the
other countries in greater value than it hes imported from them,
These countriea in turm, either directly or through still ‘other coun-
tries, have exported greater valuea of goods to the Philippines than
they have imported from them. The status of ;.:he merchandise
balance of trade between the Philippines and thé United States,
therefare, is of no significance per se in respect of the gains or losses
arising to either country. Moreover, the trade balance of the Phil-
ippines with the United States not only affects and is affected by
the trade balances with all other countries but it iz influenced also
by the extent to which gold shipments, service items, capital move-
ments and other factors enter into the trade of the Islands with the
United States and with all other counntries. -In econsequence, the
Philippine balance of merchendise trade with the United States
must be considered not only in its relation to the balance of mer-
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chandise trade with the world as & whole but in its relation to the
balance of peyment with the United States and with the world as
& whole.”

* * * .. * * * *

“There are no satisfactory indices for measuring the economie
gains and losses which have accrued to the Philippines and to the
United States, respectively, by virtue of their free frade relations
with each other. The annual amounts of duty each ecountry neo-
minally waives by permitting the other to send in goods duty-free
are sometimes used for this purpose. The theoretically waived du-
ties, however, neither reflect aceurately the additional revenue which
tha respective goveraments eould actually coliect on the basis of
present tariffs, nor indieate in what measure such additional re-
venue would be coliected at expense of the domestic consumers of
the imported goods. Moreover, the tariff revenues whichk each
country nominally forfeits may not be regarded as measuring the
benefits accruing to the export iniereasta of the other country. It
seems clear, however, that the duties which the United States waives
on imports from the Philippines represent both fiseal losses for the
United States and price gaing for Philippine prodacers to a much
greater degree than is eorrespondingly the case in respect of the
duties which the Philippines waive op imports from the United
States. This due, sgain largely to the importance of sugar among
the exports from the Philippines to the United Stateg”

‘We should not forget, however, that these advantages granted
to the Philippines, have been to a great extent offset by the follow-
ing advantages received by the United States under the present
trade arrangement, enumerated by the same anthors as follows:

“Anm a result of the preferential free-trade arrangement, how-
ever, exporters of certain United States products have obtained in-
creased markets in the Philippines, not only in consequence of the
protection afforded American products by Philippine duties against
imporis from other countries but also in consequence of the increased
volume of Philippine exports to the United States resalting from
the similar protection accorded Philippine products in the United
States market, It should be observed in this connection that the
increased trade in both directions has also benefited American ship-
ping interests, and it has given rise fo profitsble American invest-
ments in the Islanda. Furthermore, the credits created by the ex-
ceas of United States imports from the Islands over exports to them
have been an element in the multiangular trade which has made it
possible for certain other countries to buy more from the United
States than they have sold to it."

We may add that 30% of the investment in sugar centrals be-
long to Americans mostly residing in the United States, so that to
that extent, the benefits derived by the Philippines in being able
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to sell its sugar into the United States, has benefitted American
capital located in the United States,

. Be that as if may, we are prepared to make and correct any
inequality existing in the present frade arrangement.

(c) THE ProPosep RECIPROCITY TREATY Must BE EXCLUSIVE IN
CHARACTER,

. 'The future reciprocal trade relations between the two coun-
tries should have an exclusive character to be of any real benefit.
.. The Trade Agreements Act of 1934, has adopted the uncon-
ditional most favored nation principle, and provides that duties
and other restrictions proclaimed in any reciprocity treaty are by
law made applicable to commerce from all other countries.
The unconditional most-favored nafion principle was inecor--
porated into the Trade Agreements Act, in the following language.

“*The proclaimed dutiies and other import restrictions shall apply
to articles the growth, produce, or manufacture of sll foreign coun-
tries, whether imported directly, or indirectly; Provided, That the
President may suspend the application to articles the growth, pro-
duce or manufacture of any couniry because of its discriminatory
treatment of American commeres or because of other scts or policies
whick in his gpinion tend to defeat the purpose set forth in this
section;...”

The said act, however, authorizes an exclusive agreement with
Cuba. This special {reatment of Cuban trade by the United States
iz justified on the ground of their geographicsl location and his.
torical relationship. The free trade relations existing between the
Philippines and the United States for more than thirty years, and
the political ties that are still uniting the two countries afford-
greater justification for working out an exclusive trade agreement
between them, such that the mutusal concessions to be granted in
the same, shall not be applicable to eommerce from zll other coun-
.tries. It is to be noted that the reciprocal trade agreements which
the United States recently entered into with a number of foreign
countries expressly provide that they are not applicable to the
present or future United States-Philippine commerce *“notwith-
standing any change that may take place in the polifical status
of the Philippine Islands.”

The recent International Sugar Agreement provides that “the
contracting governments agree not to claim, in vitue of any ‘most-

- favored nation’ rights granted them by the Government of the
United States, the benefit of any advantages with respect {o sugar
which may be accorded to, or agreed upon with, the Philippines

. by the Government of the United States during the period of the
present agreement.”

The above-quoted clauses inserted in the trade agreements
of recent dates clearly show that it will not be an epstacle in the
foreign trade relations of the United States to enter into an exclu-
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sive reciprocity trade agreement with the Philippines, even afier
independence is granted.

The objections to the unconditional most-favored-nation prin-
ciple is that it might permit third countries to come in for the
major benefits of & conecession, thereby threatening domestic in-
dustries by having great importations from such third country or
ecuntries and greatly reducing the benefit which such a concession
might otherwise entail to the country in whose favor the concession
is intended. It is true that to obviate this difficuliy, the agree-
ments provide an “escape clause.” If the costs seem too high in
particular cases on either side of the agreement, either govern-
ment has the right to “withdraw” conecessions granted, or feo
impose quantitative restrictions on such article “if, as a result of
the extension of such concession to third countries, such countries
obtain the major benefit of such concession and in consequence
thereof an unduly large increase in importations of such articles
take place”;

‘We nnderstand that this clause has never been invoked even
though importations from third countries have increased more than
from the country in whose favor such a concession was infended.

The case of safety matches is illustrative. The Trade Agree-
ment entered into between the United States and Sweden redue-
ed the duty on safety maiches. The concession was intended for
Sweden and yet in the nine months suceeeding the signing of the
trade treaty with Sweden, imporiations from Sweden incregsed
very little while those from the Soviet Union rose te vastly great-
&r proportions.

It is obvious that any reduction of the duty on sugar and other
tropical products at present exported by the Philippines {o the
United States, instead of benefitting the Philippines would only
benefit other tropical ecuntries, especially Java wherein the cost
of production and the standard of living is much lower than that
prevailing in the Philippines. Therefore, the reciprocity ireaty
contemplated, to be of any real benefit, must necessarily have an
exclusive character,

{d) THE ProPOSED RECIPROCITY TREATY SHoULD BE FOR A Sur-
FICIENTLY LoNG PERIOD.

Present day commercisl treaties suffer from the fundamental
defect of not being concluded for sufficiently long periods. This
is pointed out in & memorandum entitled, “Methods Of Economic
Reapproachment” by Eugene Grossman, Professor of Political
Economy at Zurie University, and submifted to the Preparatory
Committee for the International Economic Conference in 1926.
On this question we beg to quote from the said memorandum the
following:

“From the establishment of the German Zolverein in 1834
down to the present day, the solution of the problem has been sought
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primarily in the abolition of Customs duties and in the creation
of great federations of State within which free trade would be
practised. Pending this solution, many people have been content
fo seek & model in the apecial economic relations existing between
certain Powers and their colonies; that is to say, t¢ ask for a
preferential system among allied States or, at the least, a system
of long-term commercial treaties.”

“Present-day commercial treaties suffer from the fundamental
defect of not being concluded for sufficiently Iong periods; that is
to say, not for such pericd as would sllow sagriculture, indusiry
and trade to rely wpon any degree of stability in export and im-
port conditionz and to make their arrangements accordingly. We
have long since passed the days of the Mothuen Treaty, concluded

- in 1708 between England and Portugal, which was intended %o =et-

tle the commercial relations between the two countries once and
for all.”

“We have also left far behind the custom introduced by the Cob-
den Treaty of Commerce concluded between France snd England
in 1860, which was concluded for ten vears and was considered =
mode by many countries”

“The war has likewise destroyed the commercial treaty system
of Central Europe, begun in 1891-92 and renewed about 1506 by
Germany, with the participation ¢f Austria, Hungary, Italy, Bel-
giam, Switzeriand, Serbia and Roumania, which fixed the Customs
duties for a term of twelve years.”

“When these pre-war arrangements were comparéd with the
post-war commercial treaties, the lack of enthusiasm shown to-day
by the various States in regard to the establishment of lasting frade
relationg i3 startling. The present writer has perused .the reports
on commercial freaties published in the Board of Trade Journal
from January 1ist, 1820, to the end of August 1928, The list ig
probably incomplete, but it does certainly contain all the cormamer-
¢ial treaties of zny imporiance concluded since the war. There are
more than 180 of them, but very few are concluded for reasonably
long terms. There sre four treaties with a duration of more than
one year but not exceeding two years, nine of three years, two of
four years, six of five years, and six of ten years: in,allf'27 {reaties
containing cbligations which cannot be altered before the expirs-
tion of one yesr. That is a very small number in view of the total
number of treaties and of the faect thai the duration of many of
the shori-term treaties does not exceed three montha. Moreover,
meany of these treaties are restricted, as regards Custems duties, to
the most-favoured-nation clsuse, and do not 8x the duties at any
definite figure, so that frequently the contracting pariies have only
the nieagre advantage of knowing that the exporters of other coun-
tries have no better means of sccess to the maurket of the other
party than their own exporters.” ’
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The programme suggested aims at & permanent reciprocal
trade relations. Obvicusly, the trade freaty can not be for a per-
mnen}ee t period, but it should cover a reasonably long period, say

N Years.

{e} AN INDEFINITE TRADE UNDERSTANDING ON THE BASIS ABOVE-
QUTLINED WiLn Be MUTUALLY BeENericiAL To BorH
COUNTRIES. '

Such an arrangement will assure both countries, a stable mar-
ket for their respective surplus products, and mbre particularly,
it will he beneficial to the United States in that—

{1) The imports of Philippine products into the United
States only represent 4% of the fotal imports inte the United
States, and with the exception of coconut oil, as to which there is
some controversy, they do not displace a single unit of goods pro-
duced in the United States, so that with the destruction of the said
trade, American producers will not be benefitted in any way; only
foreign producers will be benefitted who would then be in 3 posi-
tstien to increase their exports of similar articles into the United

tates.

{2)- The ever increasing population of the Philippines which
is gradually attaining a higher standard of living makes of the
Philippines & most valuable market for a highly-developed indus-
trial country, especially in the years to come when the world will
become more markedly divided into economic blocks.

And, it will be beneficial to the Philippines in that—

{1} Becsuse of the higher cost of production prevailing in
the United States, the free entry of American manufactured goods
into the Philippines will not adversely compete with our infant
industries, and such a scheme will serve as a safety valve against
any undue increase in our tariff rates, and if i were found out that
in certain exceptional cases certain American goods sericusly com-
pete with our products, the situation might be corrected with the
imposition of a quota or & moderate duty.

{2} The maintenance of our present volume of exports io
£he United States which are dependent on the present free trade
arrangement, amounting to two hundred and fifteen million pesos
for last year, constitutes a very valuable source of wealth to the
couniry, which will be impossible to replace, and which will not
only lmaintaia but even increase the standard of living of our
people,

VI. CONCLUSION

The recommendations made In this memorandum are incor-
porated in a draft of a bill, attached to this memorandum as Ap-
pendix “A’”. We believe that in this manner, our thoughts and
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conclusions will be more clearly expressed. The only one that
could not be embodied in the said draft of 2 bill, is our eonclusion
to the effect that it would be jeopardizing the smooth and sure
execution of the economic period of readjustment recommended in
this memorandum, to advance the date of the proclamation of
Philippine independence specified in the Tydings-McDuffie Law.

World trade is greatly hampered and dislocated because of
unnecessary and wanton destructionsof trade relations. This Com-
mittee his a great responsibility before it. An equitable, sciegtifie
and permanent solution of the trade relations between the Phil-
ippines and the United States, I am sure, may set a valuable pre-
cedent in the economic and trade problems confronting the world
at present. Here is hoping, that a laboratory of trade weights
and measures may be developed by this Commitiee, to study eon-
stantly the trade flow between the United States and the Philip-
pines, giving special attention to the invisible items of trade, a
laboratory that should be handled by trade and economic experts
who have a vision of & new world which could be made wealthier
and happier by a more sensible and judicious use of artificial trade
barriers.

‘We will, indeed, be happy if this memorandum may contribute,
even in a very small way, towards a clarification of the basic is-
sues involved in the present trade relations between the United
States and the Philippines and towards a greater appreciation of
the mutual advantages derived by both couniries in their trade
relations.

Respectfully submitied,

SALVADOR ARANETA

Manils, -
September 10, 1937
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APPENDIX A"

AN ACT TO PROVIDE FOR THE TARIFF AND CURRENCY AUTO-
NOMY OF THE COMMONWEALTH OF THE PHILIPPINES, TO
REGULATE THE TRADE RELATIONS BETWEEN THE COM-
MONWEALTH OF THE PHILIPPINES AND THE UNITED
STATES OF AMERICA FOR A PERIOD OF FIFTEEN YEARS,
AND FOR OTHER PURFPOSES.

WaEREAs, the Tydings-McDuffie Independence Act was not 1o becoms in
force until accepted by the Philippine Lregisiature which, in accepting the said
Act, relied upon a statement of President Roozevelt that where imperfections
or inequalities exist, the President wag confident that they could be corrected
sfter proper hearing and in fairness to hoth peoples;

WHEREAS, the economic provisions of the Tydings-McDuffie Law will
disrupt the present trade relations between the two countries coineidently
with the proclamation of Philippine independence and do not provide the
Philippines with the necessary time and means of readjusting its economy;

‘Wa=EREAS, the imports of Philippine produets into the United States only
represent six per centum of the total imports into the United States, and the
disruption .of the said trade will not in any way benefit the people of the
United States, while the establishment of the basis for an indefinite reci-
proeal trade relations between the two countries will be mutuslly advantage-
ous to the peoples of hoth, ’

Be it enceted by the Senatle and House of Representatives of the Um&d

" States of America in Congress assembled:

Section 1. Acts of the Commonweslth of the Philippines aﬁectmg
ecurrency, coinage, imports and exports shell become Inw without requiring
approval of the President of the United States; Provided, however, that the
trade relations between the United States and the Philippines shall be gov-
erned as hereinafter provided,

Section 2. Forspeno&ofﬁﬁemmﬁmthehmeefthepuaaga,
of this Act, the trade relations between the United States and the Philippines
shall bd a5 now provided by law, subject to the import quotas &t present im-
posed om certain- Philippine articles imported into the United States, and
subject to quotas on other products az may be fixed from time fo time in
the manner hereinafter provided; it being the intention of Congress o
maintain as far as possible the present status que of imports of Philippine
ecommodities into the United States, the President of the United States, on
the advice of the Tariff Commission, from time to time, after due investiga-
tion and hearing, may impose such quotas on imporis of such other articlea
&5 ars not at present subject to quota restrictions, as may be found necessary
to msintain the present status quo in the volume of our imports from the
‘Philippines; Provided, howsvsy, that during the said period all articles, grown,
produced and manufactured in the United States shsail be admitted free of
duty into the Philippines without any restrictions.

Section 3. At the expiration of the said period of ffteen years the
4rade relations between the two countriea ghall be on & truly reciprocal basis
and to this end the President of the United Ststes, on the recommendation
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of the Tariff Commission after due investigation and hearing, may nnpese
upon Philippine imports such percentage of the full duties which are required
by the laws of the United States to be levied, collected snd paid on kke
articles imported from foreign countries, and may impose such quots restric-
tions, us may be found necessary to correct any inequality existing against
the United States in its trade relations with the Philippines.

Section 4. At any time within one year prior to the expiration of the
period of fifteen years provided in Section Two of this Act, or at any time
thereafter, the President of the United States shall be empowered to enter
into a trade treaty with the Government of the Philippines for smeccessive
periods not exceeding at any one time a period of tem years, on a basis of
true reciprocity of frade between the two eountries along the lines provided
for in this Act, and also slong the lines provided in Act No. 316 of the 73rd
Congress, commonly known as the Trade Agreementa Act of 1534; Provided,
however, that in connection with the trade with the Philippines, the Iimitation
eontained in the said Act No. 316 to the effect that “no proclamsation ghall
be made increasing or decremsing by more than 509 any existing rate of
daty or transferring any article between the dutinble and free list” shall
be considered as not writter; Provided, finally, that nothing contained in the
mdActshaHbewnstnm&tapmmtthemﬁonofmexdmveagme—
ment with the Fhilippines.

Section 5. In case of default of the Government of the Philippines in
the payment of any of its honded indebtedness nold in the United States prior
to the proclamation of the independence of the Philippines, the President
of the United States iz hereby empowered cven after independence shall kave
been granted to the Philippines to take control of the customs office of the-
Philippines and te apply to the payment of the said indebtednesz eustoms
receipts, or such portions thereof as may be decided npon by the President,
said control to terminate upon the full payment of the amount defaulted,

Section 6. Unless the Neational Assembly of the Commonwesith of the
Philippines shall, by resolution approved within one year after the passage
of thiz Act, repudiate the benefits of this Act, the same shall be considered
sceepted by the Commonwealth of the Philippines. In ecase such resolution
iz approved within the said period, it shall be understood that this Act shall
not be in foree and the economic provisions of Act No. 127 of the 73rd Cen-
gress, commoniy known as the Tydings-MeDuffie Law remain in full force
and effeet. .

Section 7. If any provision of this Act is declared unconstitutional or
the applicability thereof to any person or circumstanee is held invalid, the
validity of the remainder of the Act and the applicability of such provisions
to other persons and circumstances shall not be affecied thereby.

Section 8. Sections 6 and 13 of Act No. 127 of the 73rd Congress,
commenly known as'the Tydings-McDuffie Law, and any other provisions of
said Act and other Acts of Congresa that are inconsistent herewith are
hereby repesled.

APPROVED:
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OUR AIM-OUR GOAL

We should like to live to sce the day when a Filipino traveling in
foreign lands, can be heard being greeted with words like the following:

“We Lave heard so much about the suecess of your people, poli-
tically, socially and commercially, that we cannot help but admire
and respect the genius that has combined in your people the respect
for 1¢w and order of the Englishman; the inherent desire for fair
play of the American, 83 well a3 his administrative ability and saga-
city in business; and the patriotism of the Japanese, The world bas
been made betfer because of the works of some of your illustrious
men, such as Dr. Eledoro Mereado, Dr. Cristobz]l Manalang, Dr.
Manuel Roxas, and others. We acknowledge s& statesmen your Ma-
nuel Quezon, Sergio Osmefia, Juan Sumuleng, and others.

“We welcome you, Mr. Filipine, to our country.”

In this case, independence becomes a real blessing—a treasure we
should &l be proud fo possess. Incidentsally, snd 25 a natural sequence,
the nsme “Filipino"” would carry with it dignity, respect, honor and glory.

Bat, if after independence has been granted to us, and our countbry
shall become plagued by the same kind of politics that prevail in Mexico,
Peru, and other Latin-American countries, where every so often political
rivalries and jealousies end in shootings and murders, independence can
only be a curse. For, after all, what are governments for if not to gus-
rantee {o residents of the country safety and security of life and property.
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CHAPTER I
PATRIOTISM—THE NEW VS. THE OLD

Man is ever on the march either forward or hackward, but we should
« never think of marching backward. Everythmg we see zround us is a
l;gn of the times—always the old gwmg way to the new. The <il 1amp
giving way to the gas, tnd the gas in turn giving way to electricity; the
old carabao cart and the horse ng gwmg way to the steam trzin and elec-
. tric tramway and these in furn g:v:ng way to the automobile and airplane;
the horse messenger of old giving way to the telegraph and the latter
giving way to the radio phone; silent pictures giving way to talkies; and
g0 on ad infinitum. It seems science is marshailing all the forces of nsture
—of creation, to do the bidding of the MASTER MAN.

What about that important fact of human nature which controls one
of his most powerful emotiional instinets-—his concept of what we eall
patrictism? It has also undergone ehenges for the better, but he needs
{0 go further, else he will find himself becoming the victim of his own
scientific discoveries and inventions. This is perhaps the most sericus
problem that man has to face in our day, and in our fight to establish our-
selves 8s an independent nation, we also have got to face 1‘.‘, and fice
it squarely.

Patriotism is one of the basic facts of human nature, and like all
human ideals, it has its historic series of backgrounds. Let us take a
look into those backgrounds,

The earliest unit of government we know of is the family govern-
ment, the head of which was the eldest among its members, either male
or female, If the head was a male, it was called patriarchal; and if
femasle, it was called matriarchal. Then they thought in terms of family
patriotism. They were 28 rabid family patriots then as we are national-
istic foday. In order to sssert their family patriotism, they also went
o war against other families. In this way the sirong ones expanded at
the expense of others. When the families became very big and they still
stuck or remained together, they became what we now know as-clans;
and the family patriotism gave way to clan patriotism. The head was still
the gldest among the members. There were wars between different clans.
But when they found out the futility of fighting one another, they formed
themselves into tribes; and patriotism became tribal instead of clanish.
The bravest of the wzrriors was selected to become the head man of the

. tribe. By the same process of development, tribes became states and states
became nations; tribal patriotism became state patriotism, and state pa-
triotism became the national patriotism of our present day and age.

Today, we define petriotism as love of one’s eountry—the Japanese,
their “fapan; the French, France; the English, England; Filipinos, the

. Philippines; etc. As we read history we find patriotism capable of pro-
ducing wongerful resuits because of the devolion and self-s:crifice of its

adherents, but no less it has been the motive for tyranny snd murder.
76144 O—vob, III—88——f
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OUR AIM—0OUR GOAL

We should like to live to sce the day when a Filipino traveling in
foreign lands, can be heard being greefed with words like the following:

*"We Lkave heard so much shout the success of your people, poli-
tically, socially and commercially, that we cannot help but admire
and respect the genius that bas combined in your psople the respect
for It w and order of the Englishman; the inherent desire for fair
play of the American, as well as his administrative ability and saga-
¢ity in business; and the patriotism of the Japanese. The world has
beens made beiter because of the works of some of your illustrious
men, such as Dr. Eliodoro Mercado, Dr. Cristobzl Manalang, Dr.
Manuel Roxas, and others. We acknowledge as statesmen your Ma~
nuel Quezon, Sergio Osmefis, Juan Sumulong, and others.

“We welcome you, Mr. Filipino, to our country.”

In this case, independence becomes a real blessing—a treasure we
should ail be proud to possess, Imcidentslly, and as s natural sequence,
the name “Filipino™ wounld carry with it dignity, respect, honor and glory.

But, if after independence has been granted to us, and onr country
shall become plagued by the same kind of politics that prevail in Mexico,
Peru, and other Latin-American countries, where every so offen politieal
rivalries and jealousies end in shootings and murders, independence can
only be 8 curse. For, affer all, what are governments for if not to gua-
rantee o residents of the country safety and security of life and property.
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'CHAPTER T
PATRIOTISM—THE NEW VS. THE OLD

Man is ever on the march either forward or backward, but we should
s never think of marching backward. Everythxng we see sround us is &
augn of the times—salways the old glvmg way to the new. The oil hm:'g
giving way to the gas, end the g8 in turn giving way to electricity; the
old carabao cart and the horse rzg gwmg way to the steam trzin and elec-
tric tramway and these in turn g:vmg way to the automobile and airplane;
the horse messenger of old giving way to the teieg'raﬁh and the latter
giving way to the radio phone; silent pictures giving way to talkies; and
20 on ad infinitum. It seems science is marshalling all the forces of nature
—of ereation, to do the bidding of the MASTER MAN.

What about that important fact of human nature which conirols cpe
of his most powerful emotional instincts-—his concept of what we call
potriotism? It has also undergone chenges for the better, but he needs
{6 go further, else he will find himself becoming the vietim of his own
scientifie discoveries and inventions. This is perhaps ithe most serious
problem that man has to face in our day, and in our fight to establish our-
selves gs an independent nation, we also have got to face it, and fzce
it squarely.

Patriotism is one of the basic facts of human nature, sné like all
human ideals, it has its historic series of backgrounds. Let us take 2
look into those backgrounds.

The earliest unit of government we know of is the family govern-
ment, the head of which was the eldest among its members, either male
ar female. If the head was a male, it was called patriarchal; and if
female, it was called matriarchal. Then they thought in terms of family
patriotism. They were as rabid family patricts then as we are national-
istic today. In order to gssert their family patriotism, they also went
to war against other families. In this way the strong cnes expanded at
the expense of others. When the families became very big and they still
stuck or remained fogether, they became what we now know as-clans;
and the family patriotism gave way to clan patriotism. The head was still
the eldest among the members. There were wars between different clans.
But when they found out the futility of fighting one another, they formed
themseives into fribes; and patrictism became tribal instead of elanish,
The bravest of the wrrriors was selected to become the head man of the
tribe. By the same process of development, tribes became states and states
became nations; tribal patriotism became state patriotism, and state pa-
triotism became the national patrictism of our present day and zage.

Today, we define petriotism as love of one's country—the Japanese,
their Japan; the French, France; the English, England; Filipinos, the
Philippines; ete. As we read history we find patriotism capable of pro-
ducing wongerful results because of the devolion and self-szerifice of its
adherents, but no less it has been the motive for tyranny and murder.

78144 O-—vor, III—88——5
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Patrictism brought England, France, Germany, Italy, the United States
and Japan fo their position of supremacy among the nations of the world
today; but for the same reason England committed {yrannies, even atro-
cious crimes, in Indis and South Africe; Italy, in Tripoli and in Italy,
berself; Japan, in Foermosa, Korea, and Manchuria: in fact there is no
nation that is without a black spot in her history—because of patriotism.

Nationa]l Patriotism brought unto us the lrst world’s war. Within
the durcztion of that war, many wonderful discoveries were made in the
medieal and gurgical seiences, Truly miraculous cures are being performed
foday because of those discoveries, On the other hand, chemical disco-
veries made during the same period will enable nations at war to kill one
snother by wholesale. People who know tell us that a whole city, even
bigger than Manila, can be wiped out in the twinkle of an eye by the use
of lethal gas, or other gases that are just as destructive. So that if we
still insist on being unreasonably and rabidly nationalistic in our concept
of patrioctism, we shall be inviting ourgelves to cur graveyards.

As of old, in the czses of clans, fribes and states, nations sre now-
adays brought into such close relations -withione another that they must
either love or hate. The agency that brought this about was hinted upcn
at the beginning of this discourse, namely, by the discoveries that gave us
the steam train, automobile and airpline in the field of transporiation;
and the telegraph, cable and radio and radio phone in the field of commu-
nication. No longer are mountains, seas and oceans barriers. Two yeurs
ago the Graf Zeppelin of Germany went around the world in 14 days;
airplanes can cut thet in half, A radio megsage, we are told, can go around
the world 47 times in one second. 'We are truly living in a marvelous
age. Nevertheless, ‘we still persist in thinking in {erms of natiopal pa-
trictism, of the rabid kind. To & certain extent and under some circum-
ptances, we believe it io be for the best, but/not in =1 cases.

It was regarded that the first duty of s patriot was to hate the fo-
reigner like the devil. As a little boy of six, my patriotic allegiance was
even narrower than that. The very fixst day I arrived at the provineizl
capital to atiend school, & local boy teased me simply because I did not
speak the same dislect that he did, and forthwith I challenged him o a
fist fight, which was accepfed. As we recall that day nmow, we smile at
our foolishness, for we have become fast friends. We have enlarged the
scope of our patriotism te include the whole Philippines.

In one of the writings of the Iate Sir Robert Cecll, he says:

“Normelly, experience shows that if s man is governed solely by love
of self, he will have a despicable character and will do little good in the
world. So it is with nations. If they merely pursue their own advantage
they will gain little and be generally despised.” )

The “New Patrictism” calls for the broadening of one’s love of his
country. Loving your own country does not necessarily mean %'hat you
should hete the others, Whoever is willing to have friendly relations and
intercourse with us so that each shall benefit by the contact, should be re-
ceived with open arms. We have had such relations with America during
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the past 35 years, and we have not yet heard anyone say that she has acted
falsely to her trust. Although there have been attempts on the part of
individuals and corporations to exploit the country, yet such attempts have
been kept within bounds of aafety, thanks to the vigilence of our leaders,

Let as remember that true and loyal friends are hard to find. Let
ug not be like the dog with a bone in his mouth that upon crossing a nar-
row bridge saw his own image on the water below, and in trying fo fight
for what he thought {0 be another and bigger bone, lost what he had.

“The pew patiriotism will - not be different in kind from the old but
it will be larger and more free from the sordid jealousies and suspicions
which now defile internsational life.

“T can see no future for the organizstion of world peace unless it can
be based upon patriotism by which & man instinctively sets the highest
standard for his nation’s conduct.”—Lord Rebert Cecil. .

‘We subseribe fo these lines. We invite you fo do the szme. In other
words, we are for that sort of Filipino patrictism that will erystalize and
eolidify us into the kind of ‘nationalism’ that is alive and full of energy—
the nationalism that will not only naturally compel our people to be loyal
to our eocuntry but, also, that which will inspire them to compete with
the world’s lezders of thought and progress, to the end that humanity ean
feel more secare and happier from day to day. This is the MEANING and
the CALL of the NEW PATRIQTISM.

CHAPTER II
SecTion 1
DOMINION GOVERNMENT FOR THE PHILIPPINES

The saying, “For every problem there is a solution and for every
difficulty there is a way out”, is true if there is no interference from out-
side. We hive no doubt whalsoever that if we were left alone by Amer-
ica right now, in spite of our defects a3 a people,—the petty jealousies and
conflicting ambitions of individuals and different groups we will event-
ually develop in thie country & nation that can proudly take her piace
among the really united and progressive peoples of this world. But Jepan
will prevent us from achieving our high and noble aims for the posterity
of our people and country. We may attain independence for curselves,
but only for a short time, and at the cost of the Filipine race and the
Philippine Isiands. We shall become vassals $nd subjects of Japan, and
the name of our country shall be changed in the same way that the name
of Korea has been changed into Chosen; Formosa into Taiwan, and Man-
ehuric into Manchukuo,' Finis shall be writien of the pecple and the coun-
try for which Rizal so nobly gave his life. Curse be untc us if we shall
allow this to come to passi

What is the remedy? Before giving the snawer to this query, let us

try and examine the record of the nation in whose keeping we have been



-~

88 BRIEFS SUBMITTED TO THE COMMITTEE

placed and whose association has been our privilege to enjoy during the
last 35 years.

LAST 356 YEARS

President Quezon describes this peniod in the following words:

“] still heliove that the majority of the American people, whether Republis-
sn or Demoerat, are troe to the policy already anzounced that the Usnited States
sre in the Philippines not for the purpose of expleiting the Filipincs, bt to
help or develep our country for oar own benefit and for the purpese of estsb
lishing here a free self-governing community.” 2ribuxe—Feb. 18, 1929,

Senator Osmefia:

“Simulianeons with the defeat of the plan to limit Philippine products; the

administration took 2 sipnificant step when it appointed the new goveinor genersl
- {Ez-Gov. Dwight Davia} after consultation with the Filipino representatives ix
Washington, ........

“These two recent facts which heve & singular importance in the history
of our relations with America, reaffirm in an cloguent manner the original Amer-
ican policy of alttmism and freedom recorded in ali state documents of the
United States referring to the Philippines. They also serve to atrengthen the
coniidence of our people in the good faith of the United States”

Tribuns—Sept. 8, 18239,

The following table showing the gredual decline of the number of
American employees in the service of our governmeni furthér verifies
these opinions:

Number of Percenlage
Yeoar Americans Filipinos Tstal Amerigans Filipinos
Wi ,...aa.... 2,148 1,283 2,461 23% %
18iF .,..0unnenss 1,586 7,881 8,816 20 80
1818 ... ........ 1,730 8,725 10,4560 17 B3
1817 ..iecinnnnns 1,310 8,859 11,169 iz 88
1918 ....... seens 848 10,866 11,814 8 82
1919 ....heninns 788 12,047 12,8097 8 84
1820 ............ 682 12,6581 18,142 ' 88
b 2154 S 614 13,240 13,864 4 88
1882 ............ 427 21,828 22,250 2 98

Events show that we have been really ireated most generously, so
much s¢ that our sttitude and policies with the sovereign power have been
guided by the “give me! give me ™ habit of the spoiled child, entirely ig-
noring the basic principle of the law that governs h: ppy human relation-
ghips,—the law of give and take. For illustration, let us take the matier
of Filipino immigration into the United States. -

For many years Filipino laborers have been going to the United States
‘in great numbers until it reached 150,060. We were weilcomed and Amer~
jcan dollars came pouring into the Philippine Islands by the 104,000 and
more every year. Then depression came and the unemployment problem
became very serious; the number of unemployed wasa at one time estimated
at as high as 12,000,000, just about 10% of the tolal population of the
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whole United States. Nowhkere can unemployment become more serious
than in an American home, because it means, literally, starvation. Here,
in the Philippines, wnempicyment does nol necesssrily mean siarvation.
One can always manage to have something 1o eat everyday. With these
facts in mind, and very obvious facls they ave, what we should have done
was voluntarily to offer to restrict further immigration, and better still,
to have made arrangement with the proper authorities in the United States
fo bring back o the islands those who were really better by being back
in their homel:nd. Anyway, we need our own to develop our country. On
the confrary, we insisted that there should not be such resiriction while
we are under the American Flag; that we were only exercising our rights
o come and go as we please, whether we were wanied and needed or not.
1 grant the legality of this stand, bul"hot ifs wisdom. ‘What would yon say
to a brother who, if he stayed at home in the counfry, does nct hsve to
suffer starvation, but insisis on coming to your house in the city st the
expense of the already depleted funds and scanty provisions for your own
household? I am sure that under these circumstances, even though & bro-
ther, you will kick him down the stairs, and he fully deserves the treat-
ment. The American people are £n understanding and kindly people if we
only would cooperate in a sympathetie way in helping them solve their
difficulties, as we believe they are willing to help as solve curs.. Witness
the way cur great Governor Generdl is battling for the befferment of the
lot of our common. #eo. He is fruly s typical American.

Now then: Let us go back to the muin thesis of this srticle. What
is the remedy? At this time, we believe that the most acceptable govern-
mental relation to have with the United States is in the form of & Domi.
nion. Why is this form more accepiable than any other? It is a gep higher
—an improvement over the form we now have, At lenst, the name elimi-
netes ‘what is objectionable ip the term territory or colony. Colony con-
notes conquest and rule over g subject people, The term becomes more ir-
ritating, even galling, if the subject people is made up of g differert race,
because then it takes on the most irritating connotation that some have
given it, namely, inferiority of the subject race. But is there really any
superiority of one race over ancther? To the superficizlly educated and
ill-informed mind, yes. But the thecry has no basis in faet according to
leading ethnologists, or anthropologists.

Professor Frinz Boaz; of Columbia University, writes: “We bave
found that the unproved assumption of idemtity of cultural achievement
and of mental ability is founded on #n error of judgment, that the varis-~
tirns in cultural development can as well be axplained by a considerstion
of the general courss of historical eventa without recourse to the theory
of maierial differences of mental faculty in different races. Wae have
found, furthermore, that a similir error underlies the common assump-
tion that the white race represents physicslly the highest type of man,
but that anatomical and physiological considerations do not suppert these
views.” The Mind of the Primitive Man, page 29.

The same author writes further: “ﬁm unbiased estimate of the an-
thropological evidence 80 far brought forward does not permit ua o coun-
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tenance the belief in a racial inferiority which would unfit an individual
of the negro race to take his part in modern civilization. We do not know
of any demand made on the human body or mind in modern life that ana-
tomieal or ethnological evidence would prove to be beyond the powera of
the negro.”—The Mind of the Primitive Man, page 272.

A negro, considered to belong to the most backward race, came direct-
Iy from the jungles of darkest Africa fo Harvard, and when he graduated,
he stood af the head of his clssg.

The {ruth of the matter is, we can be what other peoples have become
if we are governed by the same motives; guided by the same ideal snd ob-
jective; and have so diaciplined onrselves that self can be subordinated
toward the final realizztion of the ideal and objective. Witness what the
Japanese people have done for the honor and glory of their race and coun-
try. They have shown fo the whole world that they are just as good,
and in some respects, even superior fo the whites, in the same way that
in some respects the whites are superior to them. Their only fault Jes in
thet they have become foo much intoxicated with their sucress and zre
now traveling the same road that the German people took.

The Japanese people did not so much protest vocally against their
treatment by the whites as an inferior race, but by deeds and by accom-
plishments in the fields of science, commerce and industry, they succeeded
in convincing the world that they deserve o be respected and sdmired,
even io the extent of being feared. The really wise man, however, does
not use his cleverness in defrauding his neighbors, but he should enlight-
en them; and the really strong should not use his strength in abusing
others, but he should help them. The American people are an understand-
ing and kindly people, and if we Filipinos, as a people, proud of our race,
and strongly believing in our potentizl greatness as exemplified in the
personalities of our Rizal, the Lunas, Mabini and others, follow the exam-
ple of the Japanese, the Americans can have no choice, no alternsative, than
1o ireat us as their equal. There is more of the spirit of equality in &
Dominion than in a colony. Anyway, greatest good can he obtained in the
sclution of a problem if tackled in an atmosphere of mutuslity,

America is tremendously interested in the development of her trade
relations with China :nd the Far East. Therefore, she needs a base here
for her commeree in this part of the world, She cannot step in and fake
& part of China and appropriate it as a colony, if she is to remain true fo
her professed friendship for China as well as her advoezey of the “Open
Door Poliey” for China. Her only hope, therefore, lies with the Philippines.

The greatness and wealth of New York City is derived from the fact
that it is the port and base of departure for Eurcpe and South America
for most of the commerce of the great country back of it, and at the sime
time, it is the port of discharge of most of the goods coming from the con-
tinents mentioned. What a great boon to our people if our country can
be made the New York City for the commerce of the United States in this
part of the world! It may not be se apparent now, but to the wide-awake
gtatesman, it is not & very far off reslity. And what is there to prevent
the Filipino from handling most of this business! It is {0 the advantage
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of both American end Filipine fo agree on a form of government where-
by these benefits can best be obtained. We can only come to some such
agreement and arrangement if the Ameripan is willing to forget what he
e:lls his rights as a congueror and his notion of the superiority of his -
race over that of the Filipino; and for the Filipino to stop thinking that
the American has racial prejudice against him, and, instead, to begin
showing and proving his worth, just like the Japanese has done. All of
these can best be worked out, at least for the present, under ¢ Dominion
form of government.

CHAPTER II
SectIoN II
DEFINITION OF DOMINION GOVERNMENT

Tmmediate, absolute and complete independence has been & useful
battle cry of our lesders,—it has brought about the almost complete Fili-
pinization of our gevernment personnel, but I seriously doubt itz wisdom
doring the present disturbed condition of Far Eastern politics.

To the thinking Filipine (and let me add, the really prtriotic Filipi-
no, if patrictism means deep interest in the welfare and lasting happiness
of his feillow countrymen, not to say the posterity of his race and country}
we invite his consideration fo this form of government. For more detailed
description of this subject, the readers are referred to Bryce's “Modern
Democracies” and to the Iate President Lowell's “Government of Engl:nd”.
In advocating 3 dominion government for our couniry mow, we do not
mean that we should forego altogether the hope of eventually becoming
absolutely independent later on. Let condition and circumstances guide
us in owr action when the time becomes more suspicious for its con-
sideration. -

But for the present, let us go before the American pecple with a
definite :nd concrets objective, namely, that we should be granted a do-
minior form of government, My close and intimate contact with the
American people for about 12 years should qualify me to say that we
shall get it, if we could fgree on this plan. Nothing succeeds so much sa
having one dsfinite gbhjective at a time; also, it is safer to eat, ¢t one
pitting, just enough so you wor't get indigestion—the indigestion might
become serious and prove fatal.

Now, let us see just what is 8 dominion government. Today, there are
three ontstanding countries under this form of government,—namely,
Canada, Australis and New Zealand, The framework of the governments,
ie, the provincial or the state, and the ceniral governments, are pat-
terned after that of the United States, that is to say, they are federal in
character. The legislitures are made up of representatives and senstors.
Members of the lowsar chambers are elected by universal suffrage. In
Australia, the senators are also elected by universsl suffrage, but in Cana-
da, they are appointed by the Governor General, ie, by the ministry.
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_ In erch dominion, the executive power resides, nominally, in the gov-
ernor general, as representative of the British Crown, but actually in the
cabinet, who are also members of the lower house. The Premier, who is
'f:he‘ leader of the party in power, is the most powerful figure; just as he
iz in the British Parliament.

What ia the relation, or let us say, what control does the Imperial gov-
ernment have over her dominions? This control lies in four directions.

1. Roy:l governor, appointed by the crown., As already pointed out
above, his power has been reduced to that of a mere figure-head.

Z. Power to veto legislation. This power is used largely to defest
measores prejodicial to other parts of the empire or to foreign countries,
although it is very seldom used.

3. Confrol of foreign relations. Negotiations and freaties with foreign
powers are conducted by diplomats appointed from the dominions con-
cerned, supposedly upon the advice of the English ministers, but in fiet,
upon their own responsibility.

4, Appeal from the colonial courts to the judicial committee of the
Privy Council. Very few appeals are carried to England because of the
expense entailed, In genersl, decisions of the colonial supreme courts are
taken as final,

From these developments, we find that the sovereign suthority of
the mother country hts been reduced to a little more than a control over
foreign relations, and over some matters of imperial concern while even
these slender bonds have become well nigh voluntary, for it is generaily
assumed that if any of the large colonies, for inslance, chose lo sever con-
nection swith England, she would not giiempt o restrain them by force.
At this gpoint, let me call the attention of the very erdent putriciic Filipi-
nos to the fact that, after having won the dominion form of government,
there is nothing to prevent us, later on, lo insist on a comvlele and ab-
solute independent government from the United Slutes. Time and cir-
cumstances will show-us the betier course {o fake, let us say, ten, fifteen
or fwenty years hence.

In a dominicn form of government, which e¢an be republican in form,
if we prefer it, we shall be substantially free o manage our own affairs
a3 we please, and even in foreign matiters, our opinion shall have great
weight, While enjoying this freedom, we shall have the protection of
America’s name and her army and navy without any expense, Being free
from the worrica sttendant upon maintaining an army and navy worthy to
be called such, we can concentrate our minds, our energies and our geniuses
eollectively toward bringing, by deeds and by accomplishmenis in the
fields of science, commerce and industry, honor and glory on the name
Filipino. In all our dealings with the soversign power, however, let us
always bear in mind that the it w of “give and take” governs happy human
relationships.

In order that we shall get somewhere in our fight for freedom, let
us go before the American people with something definite and concrete
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in our portfolic. Asking for the impossible iImmediaze, absolute, and com-
plete independence, is just like hitting the air, at least, for the present.
There are a geod many of us who believe that a dominion government
would be the best government for us at this time.

Dominion government is cur objective just mow. We are sure that
adoption of this form of government for the Philippine Islands will ac-
erue to the great advantage of Americans and Filipinos alike, in the same
way thet the spirit of mutuslity has worked cut for the best interest of
both employers and employees in the business world.

CHAPTER III
DIPLOMACY—THE NEW VS. THE OLD

The call of the hour iz not for a man, bul for men elud in the armor
of positive, active and ulert, pairiotism, lo come out inio the open and
Fight for what they homestly belisve io be for lhe best interest of the
couniry.

No truer statement has been made of Iate than that,* “Immediaie,
Complets and Absolute Independence was never meant to be taken literal-
Iy." We have talked fo quite a number of men, several of them sre hald-
ing responsible positions in the service of our governmnt, and, of course,
patriots-to the core, who, in some form or another, confirmed this state-
ment, However, for the present they do not care to be quoted for fear
they might lose their jobs, or they might not get elected, if they so ex-
pressed themselves,

The electorate, therefore, the messes, not knowing exactly the reg-
ponsikilities that go with absolute and complete independence, and have
only their prejudices and scanty, even seconrdhand information, to guide
them, have taken the words of the politicians ¢nd accepted them as gospel
truth. And the danger is, when an idea has been aceepted as gospel truth,
it is one of the most difficult things in this world to dislodge it from its
moorings or anchor. What do the men out in the barrios and small townas,
even 2 good part of the masses in Manila, whose mein recrestion is read-
ing fiction in magazines, know sbhout the conflicts of national ambitions,
oceasioned by the demands of over-production and over-population? Be-
sides, what might have been good for us fifteen or twenty years ago,
becsuse of changed conditions here and abroad, may not be good for us
now! It is for those of us who can be well informed beeause of our pre-
paration and training, to stidy and analyze the problems of our country
from all angles and from all sides; with open minds and open hearis;
devoid of prejudices and personal and selfish ambitions, :nd arrive at a
eonclusion. And having arrived at a coneclusion, we should come put into
the open and, with the courage befitting true patwiots, champion it. If the
other side wins, let us be sport, accept the verdict, put our shoulders to

* Statement of Semator Benmigno Aquine upen hiz arrival from the United States
Iast March 19, 3883.
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the wheel and help push it up the hill of success. Anyway, what we ean
win now, can slways be improved upon.

‘We are dealing with s nation which is the father and sponsor of
“The New Diplomacy,”—open, frank and honest, and not the old one, -
—domineering, land grakbing, grasping, altogether dishonest and selfish.
“The Old Diplomacy” was in general use until the late President Wilson
sought to replace it with the “The New Diplomacy.” The fight i¥ atill
on, and it is our privilege fo share in the glory of victory of the new over
the old. It is truly said that a man can never stand still. He either goes
forward or backward. We should have but one choice, and that ia to go
forwgr& with progress, the victory of “The New Diplomacy” over the
ﬁeid.!

We agree with 2 good many who say that, “immediate, complete and
ahsolute independence”, is not what we really want right now. Let us,
therefore, get fogethier and agree on something definite and eonerete, and
with the proposition properly drafted and passed, in hand, go to the Amer-
ican people and say: “This is what we really and honestly would like to
have, If will best serve your interest as well a8 ours. Let us examine it
together and see if we can agree on #.”

“He who flees must not be pursued, but he who comes must not be
repulzed,” is an antient proverb, and s wise one. Let us watch and mea-
sure carefully our steps lest we get all that we are asking for (hook, line
£nd sinker), but which we really do not care to have. And if we do get
all of it,—no more eonnecting Jinks, we shali find ourselves ont in the sea
of national and international intrigues, which discerning eyes cannot deny
are rather stormy just now. A small, frail and untried ship of state ven-
turing ont can only have a very slim chance of escipe. We should let our
better judgment hold our adventurous and daring, not to say reckless,
spirif, under leash, until the storm has shated somewhat. Then, when the
worse has passed, and we still insist on pulling up anchor, there will be
less danger. .

But, let us say, we are truly brave fellows and even love danger. If
there seems to be sny chance of getting through at all, we are sll agreed
that we would risk that ehance. The wiser ones, however, those who have
studied snd have had some experience in navigation, should ask for the
report of the weather bureau. With chart on hznd, the westher report,
and the present condition of the ship in mind, they study, analyze and
correlate together &il their informatlion, and after considering the mat-
fer seriousiy, the consensus of opinion among them is that to venture out
would be toe risky & proposition. The crew should abide by that decision.

Now, supposing we adopt the sbove methed in aralyzing our present
dilemma with our ship of state. We are brave patriots, adventurous, dar-
ing and quite anxious to venture out. But, by all means, we should not
neglect to consult our chart and analyze the weather report of national
and international pelitics. No less should we neglect to examine the con-
dition of our ship of state, and make every possible reenforcements to
make it a8 strong as possibls.
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For our purpose, we need to consult weather reports in national and
international politics. One of these reporis says that there has been com-
ing off and on, & most destructive storm from Japan.

CHAPTER IV
SEcTION I

THE STORM THAT IS JAPAN—A STUDY OF HER PEQPLE

No Filipine hes ever advocated Philippine independence without in-
eorporating the idea of neutralization, or some form of & protectorate,
particularly the former. They see in neutralization & "safety device” that
would permanently guaraniee freedom of the Philippine Islands, but as
one American writer, G. F. Abbott, said in 1915, “such -treaty would not
be worth drafting. Recalling the rapid changes of front indulged in by
Japan in her continental diplomacy, many Americans feel that she can-
not be depended upon to keep her ireaty obligationa”

Lt us consulf some of her own statesmen. Here are some eye open-
ers from thres of the leading ones:

“For Jap:n to sgree fo the neutralization of the Philippine Islands
would be to tacitly agree to protect the Philippines against any violation
of the neutrality of the Philippine Islands—What would Japan.stand to
gain by going {o war to protect the neutrality of the Islands? Consul
General Kimura, Msnila Tridune, February 28, 1933.

“We will try to emigrate to Manchuria, where there is room for ftwo
or three million Japanese. But the climate in certain parts up there is
very severe and Japanese emigration shonld be to the south, even to tro-
pical climate.” Yosuke Matsuoka, chief Japanese delegate to the league
Assembly.

“If we succeed in conquering China, the rest of the Asiatic and South
Sez countries will fear us and surrender to us” General Tanaka, in 1927
to the Japanese Emperor.

As the history of Korea was repeated in the case of Manchuria, and
iz now being repeated in the case of Mongolis, we fear that it will alse
be repea’bed in the case of an independent Philippines. Let us, therefore,
examins whit chance will a free Philippines has to survive.

“if you must fight, know your enemy even better than you know
yourself,” would be s good motto for a free Philippines to follow as guide,
if this could be really possible,

Let us get better aequainted with hér and her problems, and her people,

Japan has an area of 148,000 square miles, with a population of over
60,000,000, or sbout 280 per sguare mile, This compares with 114,060
square miles and a population of 12,000,000, or about 50.per square mile,
for the Philippine Islands. Only 1/8 of the fotal area of Jap:in is eul-
tivable, whereas only a small fraction of the area of the Philippine Islanda.
cannot be put under cultivation. Japan has an ennual surplus population
of about 750,000. She bas to find rooms for their accommodation, Are
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we willing to open our country to them? The reader can give his own
answer to this query. Uurs can be no other than & great big NO.

There are no more loyal subjects of their ruler than are the Japan-
ese. It is said that respect for their Emperor amounts to fanaticism. It
will be well worth our time to find the whereof of this intense respect and
love for Emperor and country.

When the late Emperor Yosihito ascended the throne, ke made it olear
-$hat enbightened democracy was to be the great aim of his reign, and that
this could be secured omnly by diffusion of intelligence. Typical of the
spirit that governs new Japan, the best and most efficient method, had to
be adopted. Te this end, a commission was senh abroad to make a study
of the methods in use by the gre:t nations. '

Among the members of this commission were two of the greaiest
men of modern Japan—OQOkube and Kido. Their observations convineced
them that only by education eould new Japan stand erect and keep pace
with the Western world. Well worth our notice here was the attitude
of these two men as regards the initiatory sfep fo be taken in the cause of
nztional edacation. Okube said: “We must first educate the leaders, train
gueh young men as will fill high positions, and the rest will follow; or if
they do mot follow, the leaders will pull them up” XKide took the view
that it is just as important to educate the masses. He said: “f¢ would bs
nmuch better Lo have intelligent foilowers than blind ores.”

The educational ideal of the nation, the immediate result of the re-
eommendations of Okubo and Kido, was embodied in the following Impe-
ris] proclamation: “Hencefortk education shall be so diffused thot there
may not be a villuge with an tgnerant family, nor a family with an ignor-
ant member.” This ideal is now a practical reality. In 1905, 24.93% of
the children of school age were actually in school: 90.55 % among the boys,
end 97.1% among the girls, In 1924, the attendance in the elementary
schools were 4,800,000 boys and 4,300,000 girls.

After the elementary schools are the middle schoels for boys and the
high schools for girls; following are the fechnical schools, where students
are given special training that would immediately fit them to go into the
life of the country and society Crowning the system is the Imperial
Tokyo University, assisted by & number of privately owned and managed
universities, such 3 Waseda, Mijii, and Keio universities. Women do
not go in very much for professional eduestion, although there is one
university for women.

It is interesting to note that there are no fraternities nor secret or-
ganizations among the students of Japan. Dr. Nifobe says: “There are no
purer democracies than our institutions of learning: Distinction lies only
in brains. Family pride is not {olerated; iny show of wealth is despised;
snobbishness is scorned. If a boy should come in & carriags, he would be
locked upon with contempt. To be a student is to be plain in habit and
in taste. Dandyism is a heinous offense in the society of learning. This

, identificalion of simple habits with study, of plain living with high think-
ing, has come down as A tradition and still exercises a wholesome effect
uvpon the young.” Would that our own student body was as sensible!
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Every young man in Japan is given military training sconer or lat-
ter, when he comes o be around 20 years of age. Moraie and tactics, taken
generally, are the ou:stan&mg -points in Japanese military education. The
former includes instructions in the “seven duties of the soldier’—loyalty,
valor, patriotism, obedience, humility, morality, and honor; and insistence
on fragality, simplicity and Spartan existence. Throughoni: his student
life, and always thereafter, it is driven into him that personal cowardice
is the most despicable of vice; and loyalty, particularly loyalty to the throne
and to bhis country, the supreme virtue.

For good or ill, patrictism is the ouistanding Fapanese virtue.

In every village there is an active ¥, M. A, (Young Men’s Associa-
tion) a combination of boy scouts and the ¥. M. G, A. The cobject is to
give the members training in discipline; develop physique, seli-control, self-
respect, and the spirit of association’and fellowship. In many places, the
members drill for half an hour before sunrise. In the evening, they fence,
wrestle, lift weights, practice jin-jit-su, ete.

The special result of early rising, and the corresponding retiring ear-
Iy, in one area had been that, “the habit of spending evening hours idly
has died away, immorality diminished, singing loudly and foolishly, and
bousting oneself has disappesred.” In one village of 1000 families, the
people rise and go to bed by the sound of a bugle. During the Russo-Jap-
anese War, the members of not a few associations favored cutting one an-
other’s hair every 14 days, thus saving and curving vanity, Oihers mi-
nutely investigated the economie eonditions of the villages, and fook mea-
sures to improve them.

G. C. Allen writes of this people: “None ¢ould exceed thig people in
its willingness for self-sacrifice in a common caunse”. A story is told of
& man who died of starvation because he would not order to be threshed
& sack of unhulied rice he had, for fear that there might be a sheriage of
riee seedlings for the next planting. This incident took place during
the Russo-Japanese War.

Ancther writer saps of her women: “From many points of view,
indeed, there is no more beautiful {ypé of character than that of the Japan-
ese woman, She is entirely unselfish, exquisitely modest without being any-
thing of & pn;de abounding in intelligence, which is never obscured by
cgoism; patient in the hour of suffering; strong in time of affliction, a
faithful wife; a loving mother, ete. She i3 capable of heroism rivalling
that of the stronger sex”.

Al in all, Japan would be a most formidable enemy for us to fight,
the more so because she must find places for her annual surplus popula-
tion of around 750,000.

‘We cannot escape the fact that the Japanese people deserve o be ad-
mired by the rest of mankind in the determined and successfol way in
which they have climbed to the very top of national and internsational
schievernent. In faet, we wonld do well to emulate them in a good many
ways. To do this, we should study them, pot neglecting, however, to study
other nations. This is the road toward progress and sueeeas,—lem;mg
from the experiences of others.
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Our only quarrel with the Japanese people is that we do not wish our
country to become the receptacle of Japanese immigration and the field
of Japanese enterprise. We know too well what iz happening in Korea
and in Formosa, in Manchuria and in. Mongolia. We wish to preserve the
Philippine Islands for the inheritanee of our people for generstions to
come, even unte prosterity. How to aitain this end most effeetively, is
for the Filipino people to decide. Will if be with the help of Japan or that
of America; among the laiter, we already have many friends,

CHAFPTER IV
MILITARY JAPAN IN ACTION

“Japan must either die a saintly death in righteous starvation, or
expand into the neighbor’s backyard. Japan is not that much of a saint.”
—K. Asakaws, The Russo-Japanese Conflict, 5-7.

In frank and plain words, this statement is the keynote of Japan's
foreign policy, and, a0 for the past 40 years, after she felt satisfied that
she had become sufficiently strong, but not until then, to earve for herself
a “place under the sun,” she has, with amazing success, consistently “ex-
panded into the neighbor's backyard” If our profession of love for omr
couniry is deep and strong, we should see to it that this land of ours shall
not become a part of that backyard. To succeed in this stupendous task,
we need to relegate into the background our individual and personal am-.
bitions and seifishness, including our sensitive pride, and with all hum-
bleness and humility pul the interest of our people and country above every-
thing elge, at least for the present. Qur immediate task will be to bring
about the removal of the most serious possible and probable causes of
internsl disorders, mentioned above in italics, because if we don't, we will
surely find ourselves in the same plight that China and other countries are
in today. - It is not necessary for us to travel the same sad experiencesl
But Jet ua get back to the subject of this chapter.

There is nothing more interesting reading in contemporary history
than the rise of Japan from a seemingly insigmificant, amall, wnknown
‘and isolated eountry, fo the power that it is today—one of the first four.
This brilliant achievement has been accomplished within the memory of
men still living. Let us profit by the example of her people, but more so
her statesmen, svoiding, however, whatever excesses they have committed
and are committing.

THE CHINA-JAPAN WAR OF 1894

Japan is not much on suffering a saintly death in righteouns starva-
tion, and go she moved into the backyard of & neighbor that offered the
loast resistance. It happened toc be Korea. There was another country,
however, that was jnterested in the same backyard, and the conflict of
interests culminated into a formal declaration of war on August 1, 1894,

The western world was amazed at the boldness of small Japan in at-
tacking mighty China. It seemed like a terrier attacking a mastiff, and
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they expected to see the big one crush the smaller with a single bite of
his massive jaws. But Japan was prepared and well irained, and China
was not.

The Intelligence Depariment, acecording to Dr. A, J. Brown in his
*The Mastery of the Far East,” had maps showing every hill and valley,
every creek and tree in the whole zone of operations, and surveys and
soundings of every square rod of rivers and coast line. The General Staff
knew exactly what it wanted to do, and where and how. The whole mili~
tary machine moved with a smoothness, speéd, and effectiveness which
amazed European cbservers. Knowing precisely what they wanted to do,
they went at their task with relentless energy. Gen. Grant’s moito,
“When in doubt, go forward,” was bettered by the Japanese for they were -
never in doubt. In this connection, we are reminded of the fact that as far
back as about 30 years ago, in fhe guise of peddlers of rice eakes and iti-
nerant carpenters, but in reality, map-making parties, Japanese took de-
tailed maps of the Philippine Islands as they did of Korea and Manchuria,
as shove stated. Our suspicion is they are just waiting for the most op-
portune time to strike at us.

The war was speedy, bloody, and decisive. A series of swift suceess-
es eulminated in the battle of Pengyang, September 15. If was more of
a slaughter than a battle. Seven months later, April 17, 1895, a treaty
of peace was signed. China was compelled te cede to Japan Formosa, Pes-
cadores and lLiso-tung Peninsula, including Port Arthur. The treaty
also recognized the independence of Korea. But 15.yéars later, on August
23, 1910, Japan annexed her as a territory in spite of treaty declardtions
to the contrary, signed Februsry 23, 1805, closing the Russo-Japanese
Wsar. The semi-official Japan Times editeria‘ﬂy declared at the time:
“We solemnly pledged before the world te respect the independence of the
Peninsula Kingdom and nothing in the pas{ policy and action of the Im-
perial Government gives even the shadow of excuse for doubting its good
faith in its international relations.” In addition, China paxd an indemnity
of 200,000,000 taels. -~

THE RUSSO-JAPANESE WAR

It is said that after the China-Japan War of 1894, the Chinese Vice-
roy, Li Hung Chang, wrote in his memoirs that Count Cassini, & Russian
high official, had informed the Chinese government that “Japan will not
be permitted, either now or in the future, to seize upon any part of Man-
churia or the mainland.” - This represented the known attitude of the Rus-
sian people toward the Japanese at the time, and Russia ordered Japan
to leave the Liasotung Peninsula, demanding favorable answer within 48
hours. A Japanese Cabinet Minister is said to have eried over the in-
sult, and felt so badly about it that he said: “If we only had three battle-
ships we would declare war against Russia within 24 hours., Not having
any, whai can we do bul submit to this insolent threat?”

From that day Japan applied her energies to creating a modern arms-
ment in preparation for the war which she believed was sure to come, She
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sent her brightest men to study the naval system of England and the mili-
tary system of Germany; buying and learning to manufacture for her-
#elf the most highly improved rifies and cannon; drilling almost literally
day and nighi, and fiercély enticipating the day when she could wreak
vengeance on the treacherous Slav,

After the Sino-Japanese War, Russiz became a more aggressive xival
in the neighbor’s backyard—Xorea. As in the former case with China so
in the latter case with Russia, Japan was fully prepared to go to war when
she broke off diplomatic relations with the lstter on February 6, 1904,
On February 7, the Japanese seized Masampo and used it as & base of ope-
rations in Southern Korea. The next day, a Japanese squadron appeared
off Chemulps and word was sent to the commsander of the Russian ships
that if he did not ecome outside on the open sea he would be attacked.
The Russians had only two comparatively small vessels but they proved
once more that Russians are not cowards. The battle was brief and with-
out injury to the Japanese.

Dr. Arthur Judson Brown, author, masterly describes the progress
of the war in his “The Mastery of the Far East” as follows:

“That night the main Japanese fleet under Admiral Togo sudden-

Iy appeared off Port Arthur, torpedoed two Russian battleships and 3
croiser, and the next day, the 9ih, in a general engagement, he dis-
abied another bsitleship and four more cruisers. The Russian fleet
was 50 badly crippled that it had to seek refuge in the harbor of Port
Arthur, where it was blockaded by the Japanese who had lost enly
two forpedo-boats.
: “These viciories gave Japar absolute command of the sea, and
troops poured into Chemulpoe and other Korean ports without danger
of interruption. Thus far there had been no formal declaration of
war, but on February 10, the Czar issued one, and the next day
Japan followed.

“The war now proceeded with fragic swiftness and decisiveness.
Seou] was occupied with practically no opposition. The Japanese army
marched northward, and the first land engugement was fought at
Pyengyang or Februsry 28. It was hardly a skirmish. The Russians
were easily driven back. On April 4, Gen. Kuroki cccupied Wiju
on the Korean side of the Yalu River, and on May 1, the battle of the
Yslu was fought, The victory of the Japanese was followed by their
rapid advance into Manchuria, As Admiral Togo reported on May
8rd that he had ‘bottled’ up the harbor at Port Arthur, a Japanese
division onder Gen. Oku landed at Pitsewo on May 5, and ancther
under Gen. Nodzn appeared at Takushan on the 19th. By the 14th,
the Japanese had thrown themselves acrosa the South Manchuriz
Railway and cut off Port Arthur from communication with the Rus-
sian base in the north. On May 28 to 2§ the fierce battle of Nan-
shan Hill gave Gen. Oku possession of that formidable position,
which commanded the approach fo Port Arthur and enabled the
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Japanese to entrench themselves on the narrow neck of the isthn%us,
80 that the isolation of Port Arthur was complete. While the daring
and skillful Kuroki, Oku, and Nodzu were doing their relentless will
with the Russian divisions which they encountered, the grim Gen.
Nogi began the formal investment of Port Arthur the middle of
June. By sea and by land it was a dazzling succession of Japanese
victories. .

“What followed, however, was even more appalling because of
the fierceness of the titanic siruggle. Russians had done everything
that military science, prodigsl expenditure, and an unlimited com-
mand of naked human strength could suggest to make the fortress
impregnable. The natural position of Port Arthur is exceedingly
strong, and more than a dozen hills, which were bare of {rees, had
steep sides, and commanded wide areas, had been crowned by no less
than 52 forts and batieries. No one can question the bravery of the
Russian seldiers, and the fort was believed to be impregnable, the
garrison was large, well provisioned and amply equipped. But the
Japanese were not only indifferent to death, they slso eagerly coveted
the honor and privilege of dying for their Emperor. They threw them-
selves against those frowning battlements with entire disregard of
the hail of shot and shell which the Russian infantry and artiliery
poured. upon them. They made repeated sssaulis in which whole
brigades were annihilated; but other brigades took their places un-
dismayed, and renewed the fighting. Every possible resource of
modern discovery and invention was ealled into requisition. Electri-
city for the first time became an effective foree in war. Search-lights,
gtar-rockets, and parachute-torches swept the approaches with such
brilliancy that darkness was no longer a cover for night assaults.
Cannons were raised, aimed, fired, and lowered by electrical devices.
Barbed-wire entanglements were charged with electric currents whick
killed every foe who touched them. An eleclric railway ran inside
the long arc of foris, so that reinforcements eould be rushed f{o any
point of attack. Headguarters were itelephone central offices, with
Iines radiating to every part of the field. No furiously galloping staff-
officers were required to transmit orders and recsive information;
the telephone did in a few seconds what the fastest horse would have
required hours to do even if he were not shot. When the Japanese
gaptured 203 Metre Hill, telephone messages from its summit directed
the fire of heavy siege-guns in protected places, so that the gunners
made untenable a city and harbor which they could not see. The
Japanese fleet added to the pandemonium of ruin. Battleships can-
not wisely take as many risks as land batteries, for it required not
only several million dollars but several years t¢ build one, while a
few guns and land batteries are easily replaced. Admiral Toge solved
this problem by having tiny torpsdo boats, Which the Russians found
it difficult tv see and almost impossible to hit, He several miles off
sghore, and by wireless give the range and s report on each shot to

76144 O—vor. I [—38—=8
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fg:gers on the battleships lying safely cut of reach of the Russian

“Day and night for awful months the bombardment continued.
Day and night the inexorable brigades zigzagged their irenches closer
and closer to the forts, and charged against stone walls, heavy ecan-
non, and machine guns. Finally, flesh and bleod could hold out no
longer, and on Janusry 2, 1905, the great fortress, which had been
isolated from all suppprt since May 14, and which was believed to be
impregnable, surrendered.”

- Bince then, more advanced and more destructive instruments and
agencies of warfare have been discovered, and with very few exceptions,
if any, the Japanese have already learned how to manufacture and use
them. In addifion, she has her own secret inventions and discoveriea
What do we know aboul matericls end instrumenis of warfare? It takes
real gnd honesl-lo-goodness preparation on our part to assume the res-
ponsibilities of Full independence. When sall we begin?

The next importsnt Iand engagement was at Mukden. Ft was not’'only
the greatest battle of the war, but it was one of the greatest battles of
kistory. A million men were engaged on a fighting-line nearly a hundred
miles long. For sevenieen successive days the fighting went on, and as
usual, the Japanese won.

Dr, Brown, in the same book, “The Mastery of the Far East”, des-
cribes the last stage of the war as follows:

“Russia had assembled all of her available ships that ceuld be
spared from home, and sent them to the Far East under command of
Admiral Rojestvensky for a final effort to regain her lost prestige.

“As it entered the North Pacific, the tension not only of the Rus-
sians but of the watching world was gresi. Not a syliable had been
heard regarding the whereabouts of the Japanese fleet. Rumor had
located it at & dozen different places, and the Russisns had been
weeks in nightly expectation of attack. The ahsolute secrecy which
the Japanese preserved is strikingly illustrative of the loyalty of the
Japanese people. Although tens of thousands of Japanese must have
krown that Admiral Togo's fleet was lying among the islands off
the southern coast of Korea, although the sounds of gune in target
practice could be heard by hundreds of villages, and although scores
of war correspondents and other curious Europeans and Americans
were scatiered among the treaty poris as near {o the scene of expect=d
operations as they could get, not a single Japanese disclosed the secret
of his country, and the rigid censorship made it impossible for any
one else to send s tell-fale letter or telegram out of the couniry.

“JTapanese methed wes further illustrated by the plans of locat-
ing the Russian fleet a3 it approached. The cosst of Japan was lined
with signal stations on promontories, islands, and mountain tops.
A wide expanss of sea was divided into small numbered squares. Swift
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torpedo-boats and scoutships equipped with wireless cruised far out
at sea, watching night and day. When, at 5 o'clock Saturday morn-
ing, May 27, the sceutshlp Shinano-Maru sent a messige reading:
“Enemy’s fleet sighted in square 203”, Togo was instantly ready to
move. While the Russians, still ignorant of the whereabouts of the
enemy, steamed st full speed into the strait, already exulting in the
thought that its destination at Vladivostok was so near, and that
most of the Japanese warships were guarding-the {wo nerthern chan-

©  nels 1,000 miles away, Admiral Togo’s warships suddenly appeared
and the battle was on.

“Never was navel viclory more overwhelming than that which
the Japanese achieved. The firing commenced at 2:08 P. M., and
within 37 minutes six of the sight Russian battleships were so badEy
injured that Togo stated in his official report that at 2:45 P. M,
the result of the battle had been decided. )

“Within 30 hours from the firing of the first shot, Rojestvensky
was & wounded prisoner, snd of a Russian fleet of 8 battleships, 8
armored craisers, 8 protecied cruisers, 8 coast-defense armor-clads,
and 21 suxiliary truisers; destroyers, transport and special-service
ships—38 in all—all but 4 were sunk, beached, or captured, and even
of the 4 that escaped, only one suecesded in rerching Viadivestok, the
others foand refuge in Manila Bay. This annihilation of the Eus.
gisn fleet cost the Japanese only 8 torpeds boats sunk, three digabled
destroyers, and other minor disabilities.”

Ger:, Kuropetkin explained in the following statement one of the
cauges of Russia’s defeat: “Out of the {ens of thousands of students who
were then living in idleness, only 8 handful volunteéred, while in Japan
sons of the most distinguished eitizens were striving for places in the
ranks.” }

In & conflict beiween two peoples, material resources are most es-
sential, but moral strength, exaltation of spirit; and petriotism are even
more 80. Every Japanese soldier knew that the whele ndtion stood behind
him, Let ug strive to build up & simila¥ morale smong our people. This
can be done only by instilling in our body peolitic what the French people
call ‘esprit de corps,’ dand in our social and business relstions with one
another the idesls of service—*Live and let live”

ANOTHER “BACKYARD”--MANCHURIA

One of the finest agriculfural regions in the world is Manchuria.
Minerals are filso abundant: cosl, iron, mica, lead, copper, gold, ailver, as-
bestos and gypsum are found in various sections. The area of 363,610 is
more than double that of Japan and four times that of Korea. Here is
where she can get food supply and raw materials for warfare if she should
find herself in nesd of them.

On the pretext that a certain Japanese officer by the name of Cap-
tain Shintaro Nakamura, was murdered as spy by Chinese asoldiers, but
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which was never proved, Japanese troops began an invasion of Manchuria
on September 18, 1932, Two days later, after a series of rapid military
movements, all strategic points in Manchuriz, from Changchun tc Kwan-
tung border, were captured by the Japanese. All the engagements that
followed were just a series of victories for Japanese forces, just like her
other wars (although in this particular conflict there was never a decla~
ration of war on either side).

The Chinese charged that the way the oecupstion was carried indi-
cited a pre-arranged schedule, and they sent an appeal to the League of
Nations for adjudication of her grievances against another member of
the League. On September 80, the League adjourned without teking any
action on the appeal, because the Japanese delegates :bsolutely refused
to permit outside interference. To this day they maintain this stand, and
ir defiance of the judgment of the League, as ¢fBntained in the Lytton re-
port, upon instructions from the home government, Yosuke Matsuoks,
chief of the Japrnese delegates, handed Japan's formal resignstion as
member of the League {0 the League Council. No formal acceptance of
the resignation has as yet been made by the League of Nations.

The most significant incident of the eonflict was the setting up of an
autonomous Manchurian state, e lled Manchukuo, under officials favorable
to Japan, began on December 14, 1931, It took final form on March 8, 1931,
with Henry Pu Yi, the deposed “Boy Emperor” of China, as dictator. Jap-
gn immediately recognized her as an independent state. Gen. Mutto, dubbed
*The Giant”, iz the rezl ruler.

JEHOL—THE LATEST CONQUEST

What is considered a record in speed in world military annals is the
conquest of Jehol province. Japan, however, is used to hanging up such
records in her military exploits. The Russo-Japanese War was won in
eleven months, and this is the longest so far. Within three weeks the
Japanese army covered nesrly 500 miles and conquered an area of 65,000
square miles, which is larger than England and Ireland put together.
Thig vast area will be very likely added by Japan to the Japanese-created
siate of Manehukuo.

From February 21 to the capture of the last pass in the Great Wall,
Hsifengkow on March 15, the Japanese army’s casualties, killed and wound-
ed, are authoritatively estimated at 1,100. ‘The Japanese estimate of
Chinese casualties, dead alone must have reached 10,000,

It is very interesting tc read some of the patriotie declarations of
some of China's leaders.

Chiang Kai-shek: “I hereby declere that the national government's
patichice has been tested to the last degree. If the Léague and Kellog Treaty
aignatories fail to act, China won't hesitate to make the supreme sacri-
fice—bankrupt the couniry for half a century and go to war to uphold
the manctity of international agreements and fo safeguard the peace of
the world.”
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Ancther instance of treaties being considered as mere scraps of pa-
per in the hands of a sirong and determined mation.

C. T. Wang: “We may lose lives and our homes, but we cannot sur-
render any part of the couniry we have inherited throughout the centuries
from our forefathers.”

RBut Manchuria is now Manehukuo, and is independent of China—in
fact a puppet state of Japan.

All the while, in apite of the League of Nations and the boasted pa-
triotismy and determination of China's leaders, Japan remained unwor-
ried and unperturbed and continued on her way—the subjugation of Man-
churia and Jehol.

While the Chinese leaders remain divided, the couniry unprepared
economically, the people short of the true spirit of a sirorg, cohesive and
virile snafionaglism, their country will cgiways be made an itniernciional
“foothall” to ba kicked around by stronger powers.

Onece independent, we do not wish to see our couniry, the Philippines,
toyed with mercilezsly likke China, but at least we should be able to give
8 good fight, if it became necessary.

Let us eall apecial attention fo the cold, methodical and determined
way in which the Japanese government goes about serving the interest
and welfare of her nationals, particularly in finding and fighting for
homes of her gverflow population. Undoubtedly, this has a great deal to
do with the loyalty of the Japanese to their Ruler and to their country.
It should do us & lot of good to learn some lessons from Japan.

CHAPTER V

MILITARY AND NAVAL NEEDE OF AN INDEPENDENT
PHILIPPINES

Let us zssume that our leaders have succeeded in winning independ-
ence for our country, and that in & few years we ghall become absolutely
free. We know that one of the major functions of an independent eountry
iz to defend her nstional honor and territorial integrity. It is mow our
purpose to try o find out just what would be the milifary and naval
needs of an independent Philippine Islends.

For severs] years past, diverse reasons have been given as evidence
of the desinterested policy of Japan over the Philippine Isiands. We have
been asked even 1o helieve that she is our friend. We wish sincerely that
this could be really true. But an honest and sincere friend shouid not be
so much interested in learning the layout, even the detsils of our house,
inside and out. We can still remember as boys, 30 years ago, of & num-
ber of Japandte who came to our small town, and even inte the barrios,
selling apas (rice cakes). We have since heard from others thst the
same was true in their own provinces,—as far north as Cagayan, and as
far south as Zamboanges and Davao. Now and then, we also read in the
papers of Japanese hoats with disabled motors, drifting down along our
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coasts. We do not believe that it is too much to say,that Japan has as good
& detailed map of our couniry as our government itself has,—the more
reason why we ghould take more time to atudy and deliberafe over the
posaible solution of our political problems.

Pro-immediate independistas say that we shall become & member of
the League of Nations. Recent events, however, show that ths Lesgue
is not yet strong eneugh to compsi obedience to her orders. The reason for
this . weaimess lieg in the jealousy and rivelry for position and power
among the members themselves. In any event, with or without the League,
et 08 gee if the P, 1. can be in & position fo equip herself with sufficient
arms five years hence, even ten or fifieen.

In this connection, we should like to state thiat the presenf tendency
ig the organization of association of nations for mutual trade benefits za
well as for defense. Let us associate oursclves with the good ones, Amer-
ica has go far shown herself to be good.

Ip making an estimate of the organization of an army and a navy
for an independent Philippines, we could use the present personnel and
cost of the detachments of the two mﬂxtary units of the Um%é States
now stationed i the islands ss our minimum basis.

The Army. To maintain a force of about 10,000 men, the U. 8. gov-
ernment expended for the yesr 1932 as follows:

For the maintenance, repair, alterations and constructions of build-
.ings by posts:

FOTE MOKINICY .« ovovremrmmneeaaraeesnrnensrnennasaanees ¥ 280,868.00

Fort Stotsenburg ....ocviiiiiiinicninriirntctrnanrsraens 248,734.00
Camp John Bay-.....coonvrerrnnines e ttimaaraiaraaaas 136.512.00
Pottit BarTaCKS o vvvurensnsonnncrranncnsssnsacrssrsnssts 44,182,009
Nichols Field ......vcvcnarrrsnorcnnanses ferraaramanaas -83,228.60
Manilah .....cccxivnerncsnsaanzrzrarasacrsesransnnznrns 841,086.80

TolBl . ivvcvivirrnoinraconensanenaesrsnesssrarens $1,834,600.00

For subsistence, forage, maintenance of equlpment a.n& transpormtmn :

FOFAEE ...rvsreirsnanuccrisassvnannns Casmssnancunarren 264. 39294
Faol ounvcvvrnnanacinsncnsanacsncsnesrsrianrarnsnnsnnss 2,714,256.00
Gascline and lubricants, motor .....cocvnnmierncirrracns 135,648.92
Operafing supplies: lubriesting cil, cotton, waste, e‘bc Sreras £9,614.92
Wages 8nd SRlGZIEE ... .ocviiinancinarnasieariarriannn 1,808, 727.94
Rental allowanees ... vcvrvreceavznias N 48,940.90
Water iransportation activities ........ P - meresasans 413,735.64
Maintenance miscellaneons equipment .., ... . ivihvivenns 111 458.18
Electric and £a2 B8TTICE .. ... ovunrrmrcacarorarvsnarsrars 238,480.70
Pacling, crating and transportation charges ...... besaszas 136,726.38
Miscsllaneous supplies and services .........c..nn P 9,305.18
Eentals .....ccceanins areesasaenennes rmevsavassrersan . 36,018.80
WHEBY v .ssnvecnsrrsesccansssrsarnacsrctstaanssatbnrasn 84,688.10
Mosguito Sontrol . ...vrvremrcnscneniasiztanrraresraran . 5,000.60

Total ......... trzacrreresanas asrasens crrarerans . PI712881.12
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For the maintengnce of men and equipment of the fortifications in
Corrigidor and Carsbao islends ¢ bout P1,300,000.00.

The grand total for the maintenance of the United States Army detach-
ment in the Philippine Islands would, therefore, amount to more than
$10,0060,000.60. . '

To maintsin a force of 8,000 men and officers in the Philippine Con-
stabulary, the Philippine government appropri: ted the sum of $5,000,000.
for the year 1932. Because of the presen{ depression, for the year 1833,
this force had to be reduced to 5,000 mer and officers, and the appropria-
tion waa reduced fo P3,500,000.00.

To give the reader some idea what it would cost to equip an army,
the following figures were taken from the ordnence price list of the
United Stztes Army:

Rifle ..cvvervennrosrsrcascrsnures NesaaraccisrermanrTaanan #5.50
Bayonet .....ccccuiciacisrarencencnns resnarersanan PRI 2.86
2 E2.78
Machine rifle . .uricineirnrscesescnennscecasnsessennsnnns 283.04
Machine ZUB ......vrvraisrercrsnarnasscntssssansis PR 576.30
Machine gun AA ...anvcirrersnanascananssnns arersersaan 2,060.80
Automatie 2ifle ,.....iiniisiisiiiatisitsisaisin e nannan 231.88
R - <N - 1,314.60
75 mm. gun with carrviage and traedor ... . ..o iiaiiiician £0,000.60

Navy, Turning our atiention {o the naval needs of the Islands, we
come {0 & more complicated and more expensive subject.-

England, Japan and the United States are spending more for their
navies than for their armies.

For the maintenance of the Csvite Naval Station in 1932, the United
States spent P8,285;294.00. This figure does not include what was spent
for the maintenance of the naval magazine depot, receiving ship, naval
hospital, submarine base and the Olongapo Dry Dock. Including these
jiems, the figure goes up to P16,000,000.

Let us take & look at the building and equipment costs of naval ships.

Modern batileship .........cvivvnnen 30,000 tons—P70,000,008
Crufser ....c.cocircnnsnnaans PR 10,000 tons— 26,000,900 or more
Craiser w/six-inch gons ............. 7,000 tons— 10,000,088
DeRlrOFer . .iiiicieiiiiiiaianasans 1,200 tons— 1,600,608
SUbmMBEDRA .. ..cciniiniriririirrnanan 1,000 tone— 2,500,808 or more

The maintenance and operating costs, in peace time, including per-
sonnel : '

FPor ton Total

por year for the ship
Modern battleship ......c00vveents e PLE28.00 93,840,000
Crofer c.ocovvnsvnneraviornserns . 204.80 2,040,000
Destroyer ...........s resusana ree .. 8BO.06 456,560
Submarine ........... trdvsentees Ve 310.60 815,000
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The salaries of ihe personnel, for Filipinoca, will be lower, but every-
thing will have {0 be brought from abroad, therefore, what we might azve
in salaries will be absorbed by the extra cost of purchases, there being no
factories here, nor can we have any for many years to come that can
be properiy eguipped and manned {o build ships, ammimitions, ete..

The necessary number of men to make up the crew for:

Modern battleship ....c.cvonvunns Frariceesiaagrans 1,000 ta 1,400 men
"CrRiSeR .. ceriuieterintiensiaainaen pareas vexse BOO to 750 men
DesfTOYer .....ccizvvvnrzneinizan Aarainnsencens 120 o 125 men
Submerine ... ..iinivicinaiiatrir i niaraans 40 men

- All these men must be well trained,—skilled in operating machinery
and equipment, some of which are of very delicate nature. And five years,
not even ten, is sufficiently long to give these men the necessary skill to
handle such machirery and equipment. I must bé remembered also that
men detailed for military services become non-producers of weéalth, thers-
fore, the wealth of the couniry is that mach more diminished.

In time of war, it is not encugh that we have some men-of-wars there
must be also a merchant marine, sufficiently large to be used as feeders.

Battleships carry twelve 14-inch guns, or exght 16-inch guns, Sixteen-
inch shells weigh 1 ton end probably cost P2,000 z piece. One broadside
of eight 16-inch guna or twelve 14-inch guns hurls about eight tons of the
highest grade steel, in which the greatest knowledge of the steel industry
has been used in its preparation. One broadside, therefore, would eost
at least ¥16,000.

A destroyer carries 12 torpedoes costing about P20,000 8 piece.

In times of war, probably the cost of armies and navies will be mul-
tiplied at least ten times whit they ordinarily cost in times of peace.

“Armies and navies are still the best guarantee of peace and prosper-
ity and the maintenance of national dignity. The principle of ‘arms against
srms’ is still frue and prictical.”—Japan a3 3 Great Power, by Hishida.

Figure out the size of the army and the navy that you believe can
best guarantee peace and prosperity, as well as the mainienance of the
pational dignity of an independent Philippines and then find out how much
it will cost. Can we raise smd properly equip, not {e say maintain, such
an army and navy the next five, ten, or even fifteen years?

Soviet Bussia was sadly disappointed with the resulis of her highly
proclaimed and much publicized “Five-Year Plan” to industrislize ﬁ}e
country. She had to insugurate & second “Five-Year Plin” and it is in
operation now. For a country to be prepared for war, let us say for de-
fense only, it must, in some measure, become industriatized. The ib-
dustries should be of such nature so that in time of war, they could be
readily converted into ship-building and the manufacture of moedern guns
and ammmunitions,

For o country to becoms independent, it nesds real and earnesi pre-
paration on the part of the whole populaiion to assumse the regponsibilities
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of full statehood. We cannot gery well think of it until we hove begun o
establish some of the indusiricz mentioned above. One can readiy ses
that it i no child's play to establish an independent government of the
sort that we should like to have—JIt needs a very serious planning—and
mors importani than the planning, the deiermination of the whele nalion
to carry out those pians.

But let us fry o get down io some figures regarding a defense pro~
gram and find out the initiz} cost a8 well as the cost of maintenance. Be-
fore doing this, let us take.a look at the defense organizations of Japan.

The active army of Japan during pesce timeés consists of 210,009 men,
The organized reserve number 1,5603,000. And the total man power is
more than 7,500,000 because it is said that the entive able-bodied msie
populatien of the country is available on instant call.

Naval sirength of Japan dun;:g the year 1932:

7 Battleships
3 battle cruisers
14 large cruisers
28 Light truisers
103 destroyers .
71 gubmavines "
4 aircraft carriers

100 suxiliary ships or more

In addition, in times of war, merchant vessels ean be very easily con-
verted into auxiliary ships, and Japap has one of the biggest merchant
marine of sany nation today. )

Now let us get beck to our program for the Philippine Islands. Let
us keep our army at the present strength of about 16,000 men—10,000
United States Army and 5,000 Philippine Constabulary, which is costing
both governments approximately 14,000,000, For a country like the
Philippines, however, the number should be between 30,000 to 50,000 men.

For our navy, let us say we shall have four cruisers, twenty destroy-
ers, twenty submarines and twenty auxiliary ships. Their initial £nd main-
tenance costs are as follows:

Initial cost Maintenanos cost

4 CYBIBBYE .....c.vevirnecsantacanianns ¥ 49,000,000 ¥ 8,180,000
20 GeBLTOFEIE <...nvrivninionrnennarrnan 80,000,800 £,726,000
20 zubmerines .,...... femressezaneasese 50,000,600 6,200,000
25 auxiliary ships ........0ciiiionuinann. 20,800,850 4,000,000

P146,000,000 P27,080,000

Again, for a country like the Philippine Islands which is composed
of about 7,000 islands, the navy should be really at least twice as big as
zhove. But let us take for granted that abovefigures are good enough.

The initial cost of our proposed navy, which does nof include a single
battleship, amoufifs to $140,000,000.00.



90 BRIEFS SUBMITTED TO THE COMMITTER

Let us forget the matter of the initial costs of our defense forcea and
msléer only their maintenance costs. The estimated income of our govern-
ment for the year 1933 is P48,000,000, which leaves us a margin of 2 mere
!6,29& Q000 to meet ali the other expense of our government. How can we
possibly do t? It is a very difficult preblem, and the remedy needs a very
careful study, and actualy putting into operation the resalts of the study.

In concluding this chapler, we simply should like to state that boast-
ing, rash thinking and sentimentaliem will not get us enywhere; but a
cold analysis of the facts, will! To do thig cails for the highest kind of
patriotism among ocur men. Where are these men? They aze wanted by
our country, right now!

CHAPTER VI
ECONOMICS AND PHILIPPINE INDEPENDENCE

Because of the peculiarly advantageous position of the Philippine
Islands, commercially speaking, and the admittedly rich natural resources
of the country, the need for her fo become well prepared o assome the
responsibilities of an independent existence ia made doubly imperative,
We may wish with all our might that it were not so, but we can not
escape the truth of the statement that economic independence is most
essential and a prerequisife to political independence.

There are those who ask why in this so in the case of a people, 83 2
whole, when it i5 not 80 very necessary in the case of & young man who
wants to get married? In the first place, in the case of the young man,
he only has his own future and that of his wife to risk. Besides, the
wife does not have to stick fo him if he is anworthy of her. 1In the second
place, under ¢ stable government, if a stronger individual should un-
righteously interfere with ike legitimate progress of a fellow-citizen, the
laiter can go to the courts with Ads complaint and for damages; whereuas,
there are ne infernaliongl courts that com addjudicule between two dij-
fereni nations and enforce their judgmentis. We oughi not to allow
those who wish to risk the future of our race, neither should we permit
them {o gamble with the destiny of our country.

Any one who will study with secing eyes and willing minds our
history during the past thres decades, can Rave no other conclugion than
that the American psople are nol against owr becoming politically in-
dependent. If they were, President Quezon and Senator Osmefia would
not be as powerful as they are today, and we would not have as many
rights &8 we actually enjoy now. The only condition reqidred of us, a»
we gee i, utkatwsshoﬂébaworﬂmof?mwbmuﬂd&raharw
ship for so many years, i.e., a credit io the training that they have been

giving wus.
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We do not deny that there have been attempts to exploit the country
at our expense, but we have the privilege to say “no” to such atiempts
and our voice is listened to and given due weight and consideration.
General Wood’s controversies with our leaders are illustrations of this
statement. Feollowing Governor Wood, more concilistory men were &p-
pointed governors-generzl

Now, let us get down to the study of ihe subject of this chapter.
We shall begin with the report of our export trade for the year 1932,

VALUE OF PRINGIPAL EXPORTS FROE P. ICALENDAR YEAE 1332*
{In Pesos, Philippins Currency)

TeAH PorCent ToU.8. PerCond

Counivice .of Total of Total
1. Buger and By-Predocts ...... 120,718,189 83.21 120,285,285 89.84
Centrifogals ..... e 110,861,408 5804 110,661,161  100.00
Refinod ..convvarvncrsansaconns 8,338 478 4.68 8,323,425 9992
MuscovBdo .....0..ns ceraeaas 11,884 K srasarsres waene
Molassos and Syrup ...creene- 1,114,420 i 704,648 83.23
€. Coconot Produsts ............. 30,909,476 16.21 24,125,166 78.08
Cocont O ........ioiuvinann 16,362,287 B8.08 14,671,669 8588
COPrE& .coovvcrenrnsncrnannsrnens 10,266,464 5.38 6,112,133 59.53
Desiceated Cooonut ...uvvveneas 8,238,402 1.58 3,238,801 08.93
Copra Meal ....... rrverases e 2,107,338 119 111,482 b.29
8. Tobasgs Products ............. 12,798,422 6.71 6,485,682 §0.68
CIBIS ceecssenrannnsrirsnanns 6,482,436 3.9 5,771,048 85.30
Leaf TOobBECO ......covcvnsnans 5,644,466 2.96 83,723 148
Other Tobases ....... easceney 832,661 0.38 622,368 98,37
Cigarretle8 ........c.cic00euns 58,869 i 9,548 16.22
€. Abacs ..........c.cnnn R, 11,849,207 b.95 3,785,068 33.36
ABACE .t .iiaivainemasiinanens e 10,081,204 526 2,963,152 29.54
COrdage ..c.camsnnerrreraarias 1,818,008 69 822,414 62.39
§. Embroideries ....:.c.ivvinemeas 6,634,088 B.48 8,603,617 £5.53
€. Lumber and Timber .......... 1.563,460 87 B46,275 20.74
T HBLE oovnnereennnnacannnnonss 1,181,086, .62 §70,592 7870
8. Pear! Botions ...vovevvernnans 487,384 26 487,324 100.00
9. Other Exports .........vcvn.s 5,028,863 264 2,400,377 41.93
Total Exports ......... 190,676,161 10000 185295738  B6.69

I is 1o be noted that supar is bringing to the people of these islands
en annual income of over 120,000,000, which is equivalent to 63.31% of
the total value of our exports,

The totsl estimated income of the Philippine Government for 1933

is placed at about P48,000,000, The sugar industry directly and indirectly
contribubes 43% of this amount in the form-of taxes.

* Compiled by the Phikippine Sugar Association from the Report of the Insolar
of Costomne for the celendar yoar 1382,
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Since 99.64% of our sugar is exported to the United States, abrupt
or immediate severance of our political relations with the sovereign
eountry would mesan the total loss of this income. It would also mean
the throwing out of work of about 1,500,000 men, because this is the
number that is direetly dependent upon the industry, as owners of sugar
centrals, persons employed in these centrals, planters, land owners
their tenants, laborers and their families. '

We hate to conjecture what would happen to our country if, sll of &
sudden, 483% of our income becomes a total loss, and an additional
1,500,000 men are put out of work.

We are making great efforts to extend the education and improve
the health of our people, and fo maintain these activities we expend over
one-third of the eniire revenue of our government. Experts say that if
we should become independent now and free trade with the United
States were cut off, a conservative estimate of the total income of the
government then would even become less than this amount,

Optimists smong us would say thst we should be willing to make
the necessary sacrifices for our freedom—our independence. It is so
much easier to talk gbout making sacrifices than to practice them, espe-
cially when one’s children and wife are starving! Beaides, 8 keen student
of contemporary history made what we believe to be a just and a most
significant observation when he said, that in Mexico they have independ-
ence but not freedom; whereas, in Canada they have freedom but not
independence.

Freedom and independence do not always go together. In a great
measure we have freedom mnow, but not independence. Of course, we
ghonld like to have both. Our problem, or task, is o bring them about g0
that the process will not entail too mueh suffering on our people. Any-
way, as we have already pointed out before, we are now satisfied that
the American people are not sgainst our becoming politically independ-
ént. We repeat the assertion that the only condition required of us is
that we should prove ourselves worthy of having been under their tutor-
ship these last 35 years, that is, & credit to the training that they have
been giving us. If we insist that we shall be given our independence too
soon, we stand the risk of losing both freedom and independence.

“It is precistly because we love liberty that we are émnelmaé to lemve thess
islsnds prematurely. I note s Filipino leader’s remark that while his p-gnple are
grateful to America for what she has dons here, they canuot pay their grati.
tude in the currency of independence. We are not asking for prutitude. Weo
are not working for gratitude Our aims are not so low as thai Our sims
are o found a Birong, free, Chmistian mation in the Western Pacific for the sake
of that nation, ourselves, and our fellow men in genersl.”

—The late Governor-General Wood.
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Our big problem is to find the answer to the guestion: When ehall
it become practical for us to ask that we should also be given our inde-
pendence? The answer to this question is somewhat complicated, ours
being a complicated world. Our immediate concern, however, is to give an
affirmative answer o the economic aspects of the guestion, having always
in mind the need of some measure of a Jefense program. Qurs js pri-
marily sn agricaltural country, and the first thing we must do is to make
ourselves sufficiently efficient as agriculturists so that if and when we
shall be granted our independencs, we could place our products on the
world market in competition with those of the others.

In & report written by the Hon, Rafael Alunan, while he was sceret-
ary of the Department of Agriculture and Natural Resources, he Bays:
“While in many respects the Philippines is more advanced than the
countries visited, in modern farming we are years behind them. For
ingtance, in the production of rice, which is the most important staple -
crop both fhere and here, becanse it is the staff of life of the Oriental
countries, Cochinchina, Siam and Java in 1930 averaged sbout 2,200
kilograms per hectare; and primitive liftle Bal Island 3,000 kilograms
per hectare, for both lowland and upland varieties, while the Philippines
averaged for the same year but 1,225 kilograms! Ir Java the average
yield of sugar, which is an important export product there as well aa in
the Philippines, is 240 piculs of sugar per hectare as againsi 85 piculs
bere. Such a difference in production can not be explained by elimatic
or soil conditions, which are similar to ours. We were informed, more-
over, that about 20 years ago, yields of crops in Java were at the same
iow Jevel as ours at present. The great progress miade in crop produc.
tion in those countries, particularly in Java, has undoubtedly been largely
due to their faith in, and support of, scientific work to assuvre success in
sgriculture. They spend money lavishly in the establishment and main-
tenance of experiment stations and research institutions, where pains-
taking investigations for the improvement of agriculture, followed up
over long perieds until valuable results are obtained, are conducted. Not
only the government, but every private estate as well, has its own pro-
perly equipped and thoroughly. manned specialized experiment station.
In other words, to study problems affecting each commercial crop, there
is at least one apecislized station; and to Investigate the commercisl
possibilities of new products, more stations have also been created.”

Note that we produce about one-half as much rice snd about one-
third as much sugsr per hectare a8 the countries mentioned. In addi-
tion, Iaborers in those countries sre paid only one-half as much as we
D&Y OUrs.

In preparing for our independent existence, our problem is doubly
difficult, 'We have to increase our production two or three times, and at
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the same fime cempel our laborers to receive but one-half the wages
they have been sccustomed to being paid. Or, we can keep the present
level of wages, but we must increase our production four and six times,
The trouble has been, in this particular instance, we have been sieep'ing
while they bave been awake,

Success, or progress, belongs to him who is awake, able and algrb--
to him who is “up and going, doing end wchieving” How true this is
among individuals! It is just ss true among national ‘groupa.

It is well for us to know that the task ahead is not easy. It really
requires much earnest and deimiled study, careful planning; and more
important than the planning, the faithful execution of the plan.

Te summarize the above, it seems obvious that independence at the
present time or within the next 20 or 25 years would mean severe hard-
ship for our agriculiural Iaborers and planters. It might be possible
that we ean shorten this period of preparation without a too severe sa-
crifice on our part, but that in order to do so & complete, thorough, and
costly plan of agricultural research must be lald out and carried through
by experis. Some of these experts wili have to eome from abroad.

CONCLUSION

We are for Philippine Independence, even now, if we could be con-
vinced that it will be for the best interest of our country. Buat our analysis
of cur present status compels us to state that we are most inadequately
prepared to become independent now. The sensitive and proud Filipino will
undoubtedly feel hurt by this admission, but our position, as & people, is like
that of & boy who is healthy and strong, and very ambitious. He wants to
become a world champion boxer. To attain his end, he goes to his man-
ager and sgys: “"Well, M7, Manager, here I am. 1 want to become &
world champion boxer in my division. I must be defective in some
respects. Let us eliminate those defects. And, let us improvethe pointa
where I am strong.”

Agsin, we may be likened to & fellow who wants to get rich. Now,

& man who is alresdy rich can afford to be careless with his pennies, but
he who is still poor has to be very careful the way he spends them.
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No man can have any measure of saccess unless he is man enough
to admit wherein he is defeciive, or deficient, and unless hé then taka
the necessary steps to eliminate such defects.

* No amount of wishing will make us what we are not now. We bave
got to put up the necessary efforts, which means hard work and the ss-
erifice of unworthy personal ambftions in favor of the nalion’s general
welfare,

The road to independence with reasonsble security, honor and dig-
nity cannot be attained by careless and unnscientific methods, nor can we
msuke much headway while 8 good many of us, even most of us, allow too
much personal consideration and Ialse pride %o govern our actions and
pians in the service of our country.

A country that has given to the world a Rizal, a Mabini, and a Gen.
Luna, is not without a future. “Fair Hope of the Fatheriand" rise up
to what is expected of each one of us! With everyone doing his part, .
&3 he should, we can be sure to take our allotted honored position “under
the sun”

Cross plans and conflicting interests cannot bring progress in the
same way that cross currents do not make s streamn. Therefore, let ua
slways remember that, a3 the whole moves forward the constituent
parts are carried slong,

Above everything else let us labor for the success, honor and glery
of the Filipinc nation,



THE SUPREME COURT OF THE
PHILIPPINE ISLANDS

MANILA
FHILIPPINE CHAMBER OF COMMERCE
MANILA, P,I,
September 4, 1933 August 30, 1933,
‘ Mr. Pedro M. Blanco

TO WHOM IT MAY CONCERN: Manila. !

I have read Mr. Pedro M. Blanco's My dear Mr, Blancso:
pamphlet, entitled, "The Philippine Problem!.
It is an illuminsting discussion of the I have read carefully your pamphlet en-
Philippine questiom. titled "The Philippine Problem".

In chupter IXI, the author spunds It is an interesting and thorough study
& timely note when he sayst "The call of «0f the question from your point of view, and
the hour is not for & man, but for men clad I wish to congratulate you upon the ¢lear-
in the armor of active, positive and alert ness ol the exposition and the careful mare
patriotiem to come out into the open énd shalling of facts.
fight for what they nonestly believe to De
for the beast interest of the country." I am sure that your book is a valuable

gontributlon to the intelligent discussion of

The pamphlet should be read by the different angles of the Philippine prow

those interested in the Philtiis?e proklem, blem.
L

4
ﬁncare Y/ Rurs,
Jose Abad Santos .
/AR.%SE’NIOX' Lz,

Prasident

ELLINNOD THY O GILLINGNS SIFmmg
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», 0. ou 461, Manms. P, & HERALD
Toarment 1404 Canros P. RéMULE Mo

PRRIHICER, M- NEWEPASERS

September 5, 1933

TO WHOM IT MAY CONCERN:

It is with a great desal of pleasure that
I rasd ¥r, Pedro ¥, Blanco's paaphiel entitled,
®The Fhilippine Problem.™

It is an honest, sincers and frank exposi-
tion of the authérts ideas on the subject, and
we sertainly need mors of thess (honesty, sincerity,
ané frankness)} in our body piitic. Whether you
agres or disagres with hinm in hia rscommendations,
You will sursly be gresxtly benefited by resading
and studying the pamphlst.

Yory truly yours,

(e 7

CARLOS 7. ROMULD S

78144 O—voL. IJI—88——17
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FUNDAMENTALS

We Sabscribe to the Following as the Fundamentals of Philip-
pine-American Trade Relations:

1. Ths irade relations belween the United States and the Philippine In-
landy weore definitoly detormined by the provisions of the Tydings-McDuffis Act
until July 3, 1856, That Act, after approval by the President und the Congress
of the United States, was formally aocepted by the Filipino peopls. Bosed
therean many citizens and vasdents of and investors in the Philippine Islands
have incurved obligations and made comemitments. The trads relations ze
determined, i good faith and in fairneas, cannot, thevsfore, be altered o their
prejudice. Thus, af least until July 4, 1948:

{a) Articles the prowth, product, or manufaciure of the FPhilippine

Islands should, with no greater limitations than thoze imposed by that Act,

and on o boss of equality mmmw&,m«m

ga;ﬁu :id ths United States, be admitted free of duly into the United
{b) Articlea ths growth, product, or mmfaeturs of the United

States should, on o basis of squality with articles the growth, product,
or monufacture of the Philippine Islands, be admitied fres of duly into
tha Philippines.

{e) No ezcise or other tares which directly or indirectly resull in any
disorimination ggainst the producia of sithsr country should be impossd.

2. The impopition of export taxes on shipments from ths Philippine ls-
lands to the United Siates from November 15, 1340, and the imposition of
fmport dities by the United States and the Philippine lslands, sach on articles
ths growth, product, or manufacture of the other, from July 4, 1946, will bs
disastrous to ths producerz and manufacturers of both countries, and, the
time being too shori te make the neosasory readjustments, to the Philippins
Islands in poriicular, thersfore,—

{a) The export taxes should be vepealed; und
{b) Fres trade belween the two countrise, with present or other rea-
sonabls quantitative limitations, should be continued after July 3, 1048.

3. Irrsspective of any ckange in the political status of the Philippine ls-
iands, & continuation of the present free-trade reintions bstween the United
States and tha Philippine Islands would be advantagecus to both counirien)—
te the Philippine Islands, because the United States is an essential market for
many Philippine products; and to the United States, becauss the Philippine
Islands iz o largs market for products of agriculturs and indusity of the
United States, and will, if the products thereof conbinue fo be admifted
fres of duty into the Philippine Islands, be a muoh Iorger market in ths
future. Such free-trads relations between the two countries should, therefore,
after July 4, 1856, be continued indefinitely.
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BRIEF

TO THE
JOINT PREPARATORY COMMITTEE ON PHILIPPINE AFFAIRS
FROM THE
CreAMBER OF COMMERCE OF THE PHILIPPINE ISLANDS
ON THE
TRADE SITUATION
BETWEEN THE
UNITED STATES AND THE PHILIPPINE ISLANDS

TO THE MEMBERS OF THE COMMITTEE:

The Chamber of Commerce of the Philippine Islands,
composed of representative Filipino business men of Ma-
nila and the provinces, begs leave to submit to the considera-
tion of the Committee this brief which embodies its
viewpoints regarding the present and future economie
relationship between the United States and the Philippines.

The present standard of living of the Filipino people
is dependent upon the reasonable continuation of the pres-
ent mutually beneficial Philippine-American trade relation-
ship which has elevated it to a plane unknown in other
Oriental countries, has given us our present material
progress, and bestowed upon the Filipino people their just
share of happiness and well being.

The abrupt disruption of this relationship without
allowing us enough time to properly adjust our economie
existence will inevitably cause a disaster. Unemployment
by the hundreds of thousands, perhaps by the millions,
misery, privations and suffering and the inevitable social
unrest, disorders and upheavals will follow.

U. S. INFORMATION LIBRARY.
BOMBAY.
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The glorious mission of the Ameriean people in these
Islands, without parallel in history for its unselfishness
and generosity, should have a more fitting ending, one free
from all threats of such a {ragedy.

The Chamber of Commerce of the Philippine Islands
submits that to maintain the present state of progress of
the Philippine Islands, and to preperly prepare our people
to assume the obligations of a full independent economic
existence, the following conditions and circumstances
ghould prevail:

FIRST

A PERIOD NOT SHORTER THAN THAT PROVIDED
BY THE TYDINGS-McDUFFIE ACT IS ESSEN-
-TIAL TO THE FUTURE ECONOMIC STABILITY
OF THE PHILIPPINES. IN FACT, IT WOULD
BE FAIRER TO BOTH THE AMERICAN AND
THE FILIPINO PEOPLES AND IT WOULD BET-
TER SERVE THE CAUSE OF OUR STABILITY
TO HAVE A LONGER PERIOD OF PREPARA-
TION.

The present economic set-up of the Philippines has
been or is being adjusted to the ten-year period provided
by the Tydings-McDuffie Act.

This process of adjustment is necessarily slow and
painful. Almost two years of the transition period have
elapsed and even our principal industries, such as sugar,
tobacco, oil, embroideries, etc., long established upon more
or less polid foundations, are still groping in the dark try-
ing to find their way to successfully meet the new situa-
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tion that will confront them after the fifth year of the
present transitory period.

Other important industries, which are also almost en-
tirely dependent upon their free entry into the American
market, will require protection in that market until after
they are firmly established,

Among these industries are the rattan furniture in-
dustry, our button factories, our hats and slippers, the
desiceated coconut industry, ete.  These industries are fast
growing and are giving employment to many peoples.

Several industries depending upon local consumption
will also greatly suffer in the event of an untimely termina-
tion of the present trade relations between the two
countries. These industries thrive under the present situa-
tion that has created our present high standard of living.
Such industries are, among others, the shoe industry, the
textile industry, the distilling industry, the cigar and
cigarette industry, the newspaper industry. These in-
dustries should be given enough time to adjust and accom-
modate theniselves to the new situation that will be created
upon the termination of the present Philippine-American
trade relationship, the first effect of which will be to mi-
nimize considerably the buying power of the Filipinos.

‘We submit that the proper adjustment of our economic
system will at least require the balance of the time left of
the transitory period provided by the Tydings-McDuffie
Act, that is, nearly nine years. In fact, we maintain
that it would be fairer to both the American and the Fili-
pino peoples and it would better serve the cause of our
economic stability to have a longer period of transition and
preparation. Simply for the purpose of being concrete
and specific we would say that an additional ten yesrs of
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free or preferential trade between the two countries would
be both fair and helpful.

On the other hand the Philippine Islands, under favor-
able cireumstances, can offer a very good market for
American goods, as may be judged by the fact that at the
present time it is seventh in the list of the biggest con-
sumers of such goods. The Philippine Islands are today
the second best customer of the United States in the Far
East. Figures for 1935, one of the depression years,
showed that the Philippine Islands with fourteen million
people consumed fifty and one-half million dollars worth
of American merchandise including all classes of goods,
agricultural and industrial, against China with her 400
million people consuming only 38 million dollars worth of
similar products. These figures have heen increased in
1936 and will be further increased in 1937. We are among
the first customers for American wheat flour, cotton goods,
dairy products, automobiles, farm implements, machinery
and mineral oils. We are a8 big market for American
shipping, 80% of our total exports being shipped on Amer-
ican bottoms. There is no doubt but that this percentage
will be considerably increased if additiona] American ton-
nage could be available. Sixty-five per cent of our pas-
genger traffic is carried on American vessels. '

American companies have a large share of our insur-
ance and reinsurance business, especially life msurance,
which is ever-growing.

There is also a wide field in the Pinhppmes for Amer-
ican technicians, University professors and engineers whe
practically have full control and constitute the entire staffs
of the mining companies here.

In the development of forestry resources there is Jike-
wise a big demand for American technicians,
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SECOND

THE EXPORT TAX IS NOT ONLY UNNECESSARY
BUT IT WILL HAMPER TRADE BETWEEN
THE UNITED STATES AND THE PHILIPPINES
AND SHOULD, THEREFORE, BE ELIMINATED.

Under the Tydings-McDuffie Act the government of
the Philippine Commonwealth is required to impose and
collect from November 15, 1940, an export tax on all articles
exported to the United States. The proceeds of this tax
are to be used exclusively for the redemption of the public
debt of the Philippine Government,

We submit that this tax is both unnecessary and un-
fair. It is unnecessary because the Philippines has a
sinking fund commensurate with its present obligations.
In fact, our government has always been prompt in meet-
ing them and its present indebtedness is small in relation
to its earning power. It is unfair because this tax is in
effect a violation not only of the spirit but also of the
letter of free trade, because it constitutes a levy on Phil-
ippine exports and hampers the trade between the United
States and the Philippines, thus decreasing the purchas-
ing power of the people of these Islands and unfavorably
affecting the import of American goods in this country.

The Philippine Government has consistently followed
the policy of keeping a balanced budget.

The industries affected would most likely be unable
to survive the imposition of the graduated export tfax,
leaving the Philippine Islands economically weak and al-
most helpless at the end of the transition period of ten
years, precisely at the beginning of the independent gov-
ernment. A very great portion of the Filipino people
would be left without work upon the failure of our in-
dustries to survive.
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The eontinuation of free trade with the United States
for the full period of ten years presupposes normal income
and facilities for setting aside funds to meet future obliga-
tions. Besides, the total indebtedness of the Philippines
is definitely guaranteed and safeguarded by the following
provisions in the Tydings-McDuffie Act without the nee-
essity of the export tax:

“The President of the United States shall have
authority to suspend the taking effect of or the opera-
tion of any law, contract, or executive order of the
Government of the Commonwealth of the Philippine
Islands, which in his judgment will result in a failure
of the Government of the Commonwealth of the Phil-
ippine Islands to fulfill its contracts, or to meet its
bonded indebtedness and interest thereon or to provide
for its sinking fund. ..

“Hf the Government of the Commonwealth of the
Philippine Islands fails to pay any of its bonded or
‘other indebtedness or the interest thereon when due
or to fulfill any of its contracts, the United States High
Commissioner shall immediately report the fact to the
President, who may thereupon direct the High Com-
missioner to take over the customs offices and admin-
istration of the same, administer the same, and apply
such part of the revenue received therefrom as may
be necessary for the payment of such overdue indebt-
edness or for the fulfililment of such contraects...

“That the debts and liabilities of the Philippine
Islands, its provinces, cities, municipalities, and in-
strumentalities, which shall be valid and subsisting at
the time of the final and complete withdrawal of the
sovereignty of the United States, shall be assumed
by the free and independent government of the Phil-
ippine Islands; and that whether bonds have been
issued under authority of an Act of Congress of the
United States by the Philippine Isands, or of any prov-
ince, city, or municipality therein, the Philippine Gov-
ernment will make adequate provision for the necessary



BRIEFS SUBMITTED IN PRINTED FORM 107

funds for the payment of interest and principal, and
such obligations shall be a first lien on the taxes col-
lected in the Philippine Islands.”

THIRD

TARIFF AUTONOMY SHOULD BE GRANTED THE
GOVERNMENT OF THE COMMONWEALTH TO
PROTECT LOCAL INDUSTRIES AND PROMOTE
THEIR DEVELOPMENT.

During the transition period, which is calculated to
prepare the Philippines to assume full economie responsi-
bility after the cessation of free trade, we should be given
the necessary instrumentalities to direct the course of our
foreign trade, :

‘We should, therefore, be given tariff autonomy for
the main purpose of developing our domestic industries by
protecting them against cheap foreign goods.

The Government of the Philippine Commonwealth
should be empowered at once with the advise and consent
of the Department of State to negotiate and work out
trade treaties with other nations, in order to enable us to
promptly divert our trade to new channels, particularly
those goods that will not be able to survive the imposition
of the American tariff. Such an arrangement would no
doubt increase the volume of Philippine Trade, which even
now is sadly needed.

We also believe that the Philippine Commonwealth
should be authorized at once to appoint Commercial attachés
fo be detailed with the American Embassies and other
diplomatic and consular representatives of the United
States. These Attachés will act as official commercial
representatives or agents of the Philippine Commonwealth.



108" BRIEFS SUBMITTED TO THE COMMITTEE,

FOURTH

THAT THEE FUTURE COMMERCIAL RELATIONS
BETWEEN THE UNITED STATES AND THE
PHILIPPINES BE ESTABLISHED ON THE BASIS
OF RECIPROCITY.

After the period of transition and in order not to lose
all the commercial advantages that have been derived from
the free interchange of trade, a reciprocal agreement, pro-
viding for the continuation of the present free-trade rela-
tions for at least ten years, should be signed between the
United States and the Philippines. We should give pre-
ferential treatment to such American goods as may be ad-
vantageous for the Philippines to buy and the United States
should give similar treatment to Philippine products that
may be advantageous for them to buy from us. As a gen-
eral proposition, said trade agreement should embody all
those items that could be mutually advantageous and bene-
ficial to both countries.

Respectfully submitted,
THE CHAMBER OF COMMERCE

OF THE |
PHILIPPINE ISLANDS"

By: (Sgd.) VICENTE MADRIGAL,
President.
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AN INVITATION

TO A _
PATRIOTIC MOVEMENT

The COMMONWEALTH ASSOCIATION, INC,
as its Constitution and By-Laws herein appended’de-
clares, has been founded -for the purpose of advocating
the continuation of the Commonwealth Government in-
definitely béyond the transition period of ten years
provided for in the Tydings-McDuffie Act, the regime
to last as long as it proves mutually beneficial to the
Philippines and to America. This is the fundamental
doctrine of the movement sponsored by the Association.
The premises upon which this doctrine is based we
shall in subsequent paragrap_hs briefly outline.

The COMMONWEALTH ASSOCIATION, INC.,
is the opening wedge in the wall of Filipino indifference
and hesitation which has been built up around the sub-
ject of Philippine Independence. Believing that the
time is now ripe for the gathering together of the scat-
tfered forces of intelligence which have sensed the
danger besetting our nation without rising to do
something about it, the founders of the present move-
ment have established this Association under the law
as the nucleus of what should in time become a nation-
al undertaking.

FIRST: This is a patriotic movement, ©If pa-
triotism means using man’s reason to the end that the
best solution for the difficulties of the nation may be
discovered, then, no endeavor can be more patriotic
than one which is devoted to the clarification of a
point of view which has been clouded with so much
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sentimentalism and unthinking passion. This is the
time to adopt a new measure of patriotism. No longer
is that man most patriotic who can shout independence
at the top of his voice from every street corner. The
" man who works silently yet effectively to propagate a
movement dedicated to the security and happiness of
the people must be recognized in time to come as the
prototype of the true Filipino patriot.

SECOND: This is not a “defeatist” movement,
It has lately been the fashion to call any man a de- -
featist who would want the Filipinos to take counsel
together before accepting without protest the dan-
gerous and unjust provisions of the present Inde-
pendence Act. But a brief examination of the attitudé
of these people who call themselves patriots will imme-
diately reveal the fact that they refuse to use their
reason, or if they do use it at all, refuse even more
stubbornly to abide by its dictates. They see the
danger that béesets an independent Philippines at this
or at a proximate time, they realize the advantages of
a continued Philippine-American partnership, they un-
derstand that the Filipinos cannot enjoy a higher de-
gree of real liberty either as individuals or as a nation
than they now enjoy—yet, in spite of these admissions,
they would insist on pursuing a course that is not on-
ly perilous but hopeless. It is not that we have no
faith in the Filipino people, or that we belittle their
courage. Itisthat there is a variety of defeatism more
dangerous than this movement which would call the
Filipino people back to their senses. It is the defea-
tism of the man who is overcome with sentimental or
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romantic notions and refuses steadfastly to outgrow
them. He iz a man lost to reason and common sense.
This movement would retrieve him and put him back
in the ranks of the thoughtful. They alone are the
victorious people.

THIRD: This movement is based upon the belief
that a continued partnership between the United States
and the Philippines, equivalent to a continuation of the
present. Commonwealth Government minus the oner-
ous eeconomic provisiong of the Tydings-McDuffie In-
dependence Act, would in the long run result more
advaniageously to both countries than the present
program of complete independence after ten years.
The Filipinos would continue to enjoy a measure of
individual and national liberty that they would other-
wise completely lose, and the United States would con-
tinue to be a stabilizing factor in the affairs of the
Pacific Ocean and the Far East.

FOURTH: A parinership between the Philip-
pines and the United States concluded under just and
honorable conditions would be the best safeguard of
the Philippines against the menace of external aggres-
gion. The Orient is today the scene of a new and more
systematic Imperialism, and it behooves the Filipino
people to take advantage of every opportunity to secure
their country against any possible source of danger.

FIFTH: If a change of program for the Philip-
pines is desirable, it is logical that the initiative for
any modification should come from the Filipino people
through their leaders. We have for two decades con-
tinually clamored for independence. Three years ago,
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the economic situation in the United States became
extremely favorable to the grant of our demand, and
the United States Congress accordingly passed the
independence law. Therefore, if there is to be any
change in the program hurriedly mapped out for the
Philippines during the middle of a terrible depression,
the proposal should come from the Philippines.

SIXTH: As openly as it has come out with ils
advocacy of an indefinite conlinuation of the present

Commonwealth Government, the activities, movements,

and accounis of this organization will at all times be
open to public serutiny. It has pledged itself to be as
honest in its methods as it ts irreproachable in ils
ideals. A clean sword deserves a shining scabbard.

The call has been sounded. Those who are reluc-
tant to come out in their true colors regarding the
question of Philippine Independence have no longer
any caase to .conceal their innermost convictions on
this subject out of either fear or shame,

" The movement which has culminated in the form-
ation of this group was inspired by a courageous
patriotism prepared to face contumely on the one hand,
and persecution on the other. The malice of the die-
hard patrioteer was not overlooked nor was the vindie-
tiveness of the ubiquitous enemy anything fo be mini-
mized. And just as its original inspiration was cour-
age, 50 will the motive power of the movement as it
gathers momentum be courage still, steadfastly holding
on to a principle and refusing to swerve to one side or
to yield an inch of ground.

70544 O—vorL, III—88— 8
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The COMMONWEALTH ASSOCIATION, INC.,
has been launched under the most auspicious circum-
stances. Conditions in the Philippines as well as in
the United States at the present time have never been
more favorable to a revision of American policy to-
_wards the Commonwealth. The success of the govern-
ment recently established here has been admitted by
all disinterested observers, and this fact coupled with
the signs of increasing popular loyalty to the new re-
gime constitutes the best single argument in favor of
this ‘movement. For if indeed the benefits flowing
from the present arrangement be such as to warrant
its continuation, then it is only right that the bases
and’ prospects of existing Philippine-American rela-
tions should be brought home to the people. They are
entitled to know the facts and on the basis of these
facts make their choice of several alfernatives,

In the United States the situation is not léss
conducive to a reconsideration of the standing agree-
ment between America and the Philippines. There is
no commitment in either the Democratic or Republican
party platforms regarding the Philippines. Some will
be inclined to consider this silence as indicating a be-
lief on the part of these two major political groups
that the Philippine Problem has definitely been solved.
This is far from being the case. The absenée of sucha
commitment means rather that the American people
are disposed to let the Filipinos take the initiative in
any move for a revision of policy.

Finally, let us examine the situation in our part
of the world for a general background of the possibili-
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“ties which the movement must take into account. The
tension between China and Japan continues to harass
a world already war-weary. It is also a continuing
lesson for the Filipino people. If they have the honesty
to discern the logic of the present situation in the Far
East, they should realize that there is something more
than merely suspicious in the character of a nation
that with one hand extends the olive branch to us and
with the other menaces China with a primed bayonet.

On all three fronts, therefore, the principles of
the COMMONWEALTH ASSOCIATION, INC,, have
every chance to survive and to prosper. On each front
a different virtue: courage at home, diplomacy in
Washington, and caution abroad with certain of our
immediate neighbors who would beguile us with
brotherhood and with friendship. '

The COMMONWEALTH ASSOCIATION, INC.,
has been organized to batter down the indifference
of our people. This indiference is still a formidable
_obstruction standing in the way of a clear-headed view -
of Philippine-American relations. Prejudice must be
fought; ignorance must be conquered. All that is
needed to accomplish this difficult work is courage
and honesty of conviction.

In inviting you to join The COMMONWEALTH
ASSOCIATION, INC. we are subjecting you, as it
were, to an acid test of patriotism.
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ARTICLES OF INCORPORATION
OF THE
COMMONWEALTH ASSOCIATION, INc.

ENOW ALL MEN BY THESE PRESENTS:

THAT WE, all of whom are residents of the
Philippines, have this day voluntarily associated our-
selves together for the purpose of forming a non-stock
corporation under the laws of the Philippines.

AND WE HEREBY CERTIFY :—

FIrsT-—That the name of said corporation shall be

COMMONWEALTH ASSOCIATION, INC.

SeEcoND—That the purpose for which said corpo-
ration is formed is to work for the indefinite conti-
nuation of the Commonwealth Government beyond the
ten-year period provided for in the Tydings-McDuffie
Act.” To attain this end the corporation shall—

{(a) Organize and conduct 2 campaign of infor-
mation throughout the country in order to acquaint
the people of the Philippines who, having understood
such problems, will realize the unnecessary dangers
of a prompt independence and demand the extension
of the present form of government for as long as it
proves beneficial and advantageous to the Philippines
and to America.

THIRD—Thatdthe place where the principal office
of this corporation is to be established or located is
the City of Manila. Branch offices or chapters may
be established anywhere in the Philippines.

FoUurTH—That the term for which said corpora-
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tion 18 to exist is twenty-five (25) years from the date

of incorporation.

FIFTE—That the names and addresses of the in-
corporators of said corporation are as follows:

Name
1. Judge Simplicio del
Rosario

2. Lais R. Yangco

8. Pedro M. Blanco

4. Don Ramon Lopez

B. Don Cesar Ledesma
6. Dr. Vicente F. Gustilo
7. Alfredo T. Mendoza

Whose Residence is at

111 Valenzuela, Sta. Me-

sa, Manila
San Jose, Mindoro
City Y.M.C.A.,, Manila
Hoilo, Iloilo
Silay, Occ. Negros
Cadiz, Occ. Negros
Pinamalayan, Mindoro

SIXTH—That the number of directors of said cor-
poration shall be seven, and that the names and resi-
dences of the directors who are to serve until their
saccessors are elected and qualified as provided by the
By-Laws are as follows:

Name Residence
1. Judge Simplicio del 111 Valenzuela, Sta. Me-
Rosario sa, Manila

. Luis R. Yangco
. Pedro M. Blanco
Don Ramon Lopez
. Don Cesar Ledesma
Dr. Vicente ¥. Gustilo Cadiz, Occ. Negros
. Alfredo T. Mendoza Pinamalayan, Mindoro

SEVENTH—That this corporation is a non-stock
corporation, ,

EIGTH—That Don Ramon Lopéz has been elected

by the members as treasurer of the corporation to act

o N

San Jose, Mindoro
City Y.M.C.A,, Manila
Tloilo, Iloilo

Silay, Oce. Negros
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as such until his successor is duly elected and qualified
in accordance with the By-Laws, and that as such
treasurer, he has been authorized to receive for the
corporation and to receipt in its name for all money
paid in and the property turned over to him.

IN WITNESS WHEREOF, we have hereunto

set our hands on the dates and places as per certifi-
cations of notaries public.

(Sgd.) PEDRO M. BLANCO
(Sgd.) SIMPLICIO DEL ROSARIO
(Sgd.) RAMON LOPEZ
{Sgd.) CESAR LEDESMA
{Sgd.) VICENTE F. GUSTILO

LUIS R. YANGCO

By (Sgd.) GEO. C. DANKWERTH
Attorney-in-fact

(Sgd.) ALFREDO T. MENDOZA

SIGNED IN THE PRESENCE OF:

For PEDRO M. BLANCO
LUIS R. YANGCO
By: (Sgd.) Geo. C. Dankwerth
Attorney-in-fact
SIMPLICIO DEL ROSARIO
ALFREDO T. MENDOZA
{Sgd.) Alfredo D. Cuchapin
(Sgd.) Wenceslao Rodenas
For VICENTE F. GUSTILO
(Sgd.) M. Solivio
{Sgd.) Vicente Boot
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For CESAR LEDESMA
(Sgd.) J. V. de Mendoza
(Sgd.) Mauricio Cuison

For RAMON LOPEZ
{Sgd.) Pedro B. Quevedo
{Sgd.) Martin Guitangijo

COMMONWEALTH OF THE PHILIPPINES

CITY OF MANILA }
S. S.
UNITED STATES OF AMERICA

BE IT REMEMBERED that on this 16th day of
June, 1936, at the city of Manila, Philippines, before
me as Notary Public in and for the said City of Manila,
‘personally appeared: Pedro M. Blanco, with Cedula
No. F-40904 issued at Manila on March 27, 1936;
Judge Simplicio del Rosario, with no cedula by reason
of old age; Alfredo T. Mendoza, with cedula No. F-
1371668 issued at Pinamalayan, Mindoro, on January
8, 1936, and Geo. C. Dankwerth as attorney-in-fact of
Luis R. Yangco, with cedula No. F-1805 issued at
Manila on the 6th day of January, 1936, who are known
t0 me to be the same persons who executed the fore-
going instrument and acknowledged to me that they
executed the same as their free and voluntary act
and deed, and as the free and voluntary act and deed

of Luis R, Yangeco, represented herein by Geo. C. Dank-
werth.

This instrument refers to Articles of Incorporation
of non-stock corporation and consists of four pages,
including that of tl;e last acknowledgement.
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IN WITNESS WHEREOF, I have hereunto set
my signature and affixed my notarial seal this 11th
day of June, 1936, in the City of Manila, Philippines.

(Sgd.) A. M. BAUTISTA
Notary Public
Until December 31st, 1936
Doc. No. 141 '
Page No. 70
Book No. VII
Series of 1936

COMMONWEALTH OF THE PHILIPPINES
CITY OF ILOILO

At the City of Iloilo, Province of Iloilo, Philippines,
this 20th day of June, 1936, personally appeared before
me, Ramon Lopez with cedula No. F-1286273 issued
&t Jaro, Iloilo, on January 2, 1936, who is known to me
to be the same person who executed the foregoing in-
strument and acknowledged to me that he executed the
same as his free and voluntary act and deed.

This instrument refers to Articles of Incorpora-
tion of non-stock corporation and consists of four
pages, including that of the last acknowledgment.

IN WITNESS WHEREOF, 1 have hereunto set
my hand and affixed my notarial seal the day, year and
place first above written.

{(Sgd.) FEDERICO JARANILLA
" Notary Public
Until December 81, 1936

UNITED STATES OF AMERICA - }
S. 8.
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Doc. No. 145
Page No. 30
Book No. 9
Series of 1936

UNITED STATES OF AMERICA
COMMONWEALTH OF THE PHILIPPINES
MUNICIPALITY OF BACOLOD - 8.
PROVINCE OF NEGROS OCCIDENTAL

At the Municipality of Bacolod, Province of Ne-
grosa QOce., this 18th day of June, 1936, personally ap-
peared before me Cesar Ledesma with cedula No. F-
94593 issued at Silay, Negros Occ. on the 15th day of
February 1936, who is known to me to be the same
person who execufed the foregoing instrument and
acknowledged to me that he executed the same as his
free and voluntary act and deed. _

This instrument refers to Articles of Incorpora-
tion of non-stock corporation and consists of four
pages, including this page.

IN WITNESS WHEREOQOF, I have hereunto set
my signature and affixed my notarial seal on the day,
year and place first above written.

(Sgd.). EDUARDO P. ARBOLEDA
Notary Public
Until December 31, 1936

Doc. No. 494
Pag. No, 64
Bock Neo. II
Series of 1936
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UNITED STATES OF AMERICA
COMMONWEALTH OF THE PHILIPPINES
MUNICIPALITY OF CADIZ

PROVINCE OF OCC. NEGROS.

At the Municipality of Cadiz, Province of Negros
_ Oce., this 6th day of June, 1936, before me, personally
appeared Dr. Vicente F. Gustilo with cedula No. F-
883029 issued at Cadiz, Negros Occ., on March 20, 1936,
who is known to me to be the same person who executed
the foregoing instrument and acknowledged to me that
he executed the same as his free and voluntary act and
deed.

This instrument refers to Articles of Incorpora-
tion of non-stock corporation and consists of four
‘pages, including this page.

IN WITNESS WHEREOF, I have hereunto set

my hand and affixed my notarial seal on the day, year
and place first above written.

S. 8.

Moo s gt s sl

(Sgd.) Jose MaA. GUSTILO
Notary Public
Until December 31. 1936

Doc. 45

Page No. 89
Book No. VI
Series of 1936.
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BY-LAWS

OF THE
COMMONWEALTH ASSOCIATION, INc.

ARTICLE I .
NAME :
Section 1. This Association shall be known as the Com-
monwealth Association.

ARTICLE 11
PURPOSE

Section 2. Tke principal purpose of this Association is
to work for the indefinite continuation of the Commonwealth
Government beyond the ten-year period provided for in the
Tydings-McDuffie Act. To promote this end, the Association
shall—

(a) Organize and conduct a campmign of information
throughout the country in order to acquaint the Filipino peo-
ple with the various problems confronting their government;

{b) Teake all lawful steps so that the people of the Phil-
ippines, having understood such problems, will reslize the un-~
necessary dangers of & prompt independence and demand the
extension of the present form of government for as Jong as it
proves to be beneficial and advantageous to both the Philip-
pines and America. ’

ARTICLE 1III
DOMICILE
Section 3. The principal office of this Association shall
be located in the City of Manila, Philippines. It may, how-
ever, establish branch offices in the provinces.

ARTICLE IV
DURATION
Section 4. This Association shall exist for a term of 25
years from and sfter the date of itz incorporation, unless
sooner dissolved by & vote of three-fourths of its members or
by any method provided for by law.
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ARTICLE V
MEMBERSHIP AND DUES®

Section 5. There shall be four classes of members as
follows:

(») Special members~—Only firms, partnerships, or cor-
porations are eligible for membership a8 special members, and
each shall pay annual dues of from P500.00 to P1,000.00 or
more.

(b} Sustaining members.—Sustaining members shall be
those individuals who pay an annual fee of P100.00 or more.

(c) Regular members.—Regular members shall be divided
into two divisions:

1, Senior-—paying annual fees of P10.00
2. Junior—paying annual fees of P 5.00

(d) General members—General members shall be those
individuals who pay an annual fee of £1.00.

Section 6. All fees are payable in advance.

Section 7. The representatives of the special members,
sustaining members and regular members shall have the right
to vote and to be elected to any office in the Association. Gen-
eral members shall have the right to vote but shall not be
eligible for office,

Section B, Al residents of the Philippines irrespective of
nationslity, ereed, cult or color, shall be eligible to become
members of this Association. '

Section 9. Admission t6 membership shall be by applica-
eation duly accomplished and signed by the applicant and
wvouched for by one member in good standing, Such spplica-
tion shall be submitted to the Board of Directors for approval
after having been passed upon by the Executive Committee.

Section 10, All members are in duty bound to observe
faithfully the provisions of this Constitution and the By-Laws,
and such measures as may be promulgated from time to time
by the governing body and by the Association.

Section 11. Membership in the Association shall be ter-
minated by death or permanent disability of the members, by
voluntary resignation effective when the resignation is ac-



126 ° BRIEFS SUBMITTED TO THE COMMITTEE

ARTICLE V
MEMBERSHIP AND DUES

Section 5. There shall be four classes of members as
follows: -
(&) Special members.~—Only firms, partnerships, or eor-
porations sre eligible for membership as special members, and
each shall pay annual dues of from P500.00 to P1,000.00 or
more.
{b) Sustaining members—Sustaining members shall be
those individua!s who pay an annual fee of P100.00 or more,
{c) Regular members.—Regular members shall be divided
into two divisions: :
1. Senior—paying annual fees of PF10.00
2. Junior—paying annual fees of P 5.00

{d} General members.—General members shall be those
individuals who pay an annual fee of P1.00.

Section 6. All fees are payable in advanee.

Section 7. The representatives of the special members;
sustaining members and regular members shall have the right
to vote and o be elected to any office in the Association. Gen-
eral ‘members shall have the right to vote but shall not be
eligible for office.

Section 8. All residents of the Philippines irrespective of
nationality, creed, cult or color, shall be eligible to become
members of this Association.

Section 9. Admission to membership shall be by applica-
cation duly accomplished and signed by the applicant and
vouched for by one member in good standing. Such applica-
tion shall be submitied to the Board of Directors for approval
after having been passed upon by the Executive Committee.

Section 10. All members are in duty bound to observe
fzithfully the provisions of this Constitution and the By-Laws,
and such measures as may be promulgated from time to time
by the governing body and by the Association.

Section 11. Membership in the Association shall be ter-
minated by death or permanent disability of the members, by
voluntary resignation effective when the resignation is ac-
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(¢} Students’ Chapters which shall be composed of stu-
dents of both sexes in any school, college or university.

Section 18. All Chaplers organized under the provisions
of Section 14 hereof are given & free hand in the management
of their own individual chapters but they must se econduct their
activities that they are in consonance and in harmony with the
‘wims and doctrines of the Association.

Section 17. Not more than one chapter of each kind shall
be established in any municipality, except in places where there
are more than one school, college or university, public or pri-
vate, in which event one students’ chapter may be established in
each school, eollege or university.

ARTICLE VII
BOARD OF DIRECTORS AND OFFICERS
Section 18. The Board of Directors shall be elected by the
Association in a general meeting of the special, sustaining and
-regular members of the Association on the third Sunday of
June of every year, and the directors so elected shall assume

" -office immediately thereafter. The election shall be done by

secret ballot, and those who shall obtain the highest number
of votes cast shall be declared elected to compose the Board
of Directors. In case of tie for the seventh place, the same
shall be decided by Iot. Immediately after the election, the
directors so chosen shall meet and elect among themselves the
officers of the Association as herein provided. In case of va-
cancy in the Board of Directors, the same shall be filled by
appointment to be made by the President, subject to the approval
of the said Board of Directors, the appointee to hold office
until his successor is elected at the next general annual meeting
of the Association. In case the annual convention is not held

the officers ghall remain in office until their suecessors have
been elected.

Section 19. The Board of Directors shall mansge and
" direct the affairs of the Association, and shall take charge,
through the President and the Treasurer, of the property and
funds of the same. Jt cghall have the power to promulgate such
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measures as may be necessary and advisable to accomplish the
purpose of the Association; to organize chapters, or approve
or reject petitions for the establishment of the same; to approve
or disapprove applications for membership and the appoint-
ments made by the President; to suspend members for non-
payment of dues or expel them from the Asgociation for cause;
and to execute resolutions adopted at a general meeting of the
Assgciation.

Section 20. The officers of the Association shall be &
President, 2 Vice President, & Treasurer and & Secretary who
shall be elected by the Board of Directors from among their
members, with the exception of the Secretary whe may not be
2 member of the Board,

Section 21. The President shall be the highest executive
officer of the Assoeiation; he shall preside at all meetings of
the Board of Directors and of the Association; he shall authorize
and countersign all disbursements to be paid out by the Trea-
surer as per order of the Board of Directors; he shall appoint,
subject to the approval of the Board of Directors, all the com-
mittees and receive their réports; he shall call special meetings
of the Board of Directors or of the Association whenever ne-
cessary for the i{ransaction of important business affecting the
Association; he shall see to it that sll officers comply with their
respective duties; and he shall perform such other acts as may
be required of him by the Association and the Board of Diree-
tors. He shall render reporis of the transaction of the Asso-
tion during the year.

Section 22. The Vice-President shall discharge the duties
of the President in case of sickness, temporary dizability, resig-
nation or removal for cause of the said President. In the
event that both of these officers are unable te discharge their
duties, the Board of Directors shall immediately designate the
member who shall discharge the dutiez of the President.

Section 23. The Treasurer shall be the custodian of the
funds and properties of the Association, he shall keep an ac-
curate account of all the moneys received or disbursed by him
and disburse the funds as may be ordered by the Board of
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Directors and countersigned by the President; he shall collect
gll dues paid by the members; he shall deposit the funds of
the Association with a reputable banking institution, as may be
designated by the Board of Directors; and ke shall perform
such other duties &8s may be required of him by the Association
and the Board of Directors.

Section 24. The Secretary shall be the custodian of the
records and seal of the Association; he shall give due notices
of and attend all meetings of the Association; he shall keep
the minutes of all meetings of both the Association and the
Board of Directors, which said minutes shall be 'written in
books provided for this purpose and shall contain a true and ac-
eurate account of the proceedings in such meetings and record
ali business therein transacted, all of which he shall certify as
Secretary; he shall conduct all the correspondence of the As-
sociation not especially under the charge of any eother cofficer;
he shall affix the seal of the Association to all contracts and
documents required to be sealed; he shall notify all applicants
of the approval or disapproval of their petitions for membership;
and he shall perform such other duties as may be required by
the Association, the Board of Directors, or the President. '

Section 25. No officer of the Association shall receive any
salary, compensation or bonus for services rendered, except the
Secretary, who shall be allowed such compensation for his
services rendered o the Association, in the amount fixed by the
Board of Directors.

Section 26. A} every General Meeting of the Association,
an auditor shall be appointed to take charge of the checking
and anditing of the books ®nd accounts of the Association. The
Auditor shall have the power at any time to examine all books,
accounts, vouchers and other accounting papers of the Asso-
ciation and shall certify the annusal Finaneial Statement pre-
pared by the Treasurer. A copy of the Financial Statement
shall be furnished the Secretary of the Association and shall
be held open for examination by all the members of the Asso-
ciation. '

76144 O—vor 111—88—9
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ARTICLE VIII
COMMITTEES .

Section 27. Immediately after the organization of the
Board of Directors, the President, with the approval of this
Board, shall appoint an Executive Committee, composed of a
Chairman who shall be a member of the Board of Directors and
two members selected from among the sustaining and regular
members of the Association. The Executive Committee shall take
charge of such activities of the Association as may be as-
signed to it by the Board of Directors. The President may
also, with the approval of the Beard of Directors, create such
other Commitices a5 may be necessary or convenient.

ARTICLE 1X
FUNDS

Section 28. The funds of the Association shall consist of
the accumulated dues paid in by the members and such amounts
whick may be derived from other sources, The said funds
shall be devoted exelusively to the mainienance of the Associa-
tion and the advancement of its purposes.

ARTICLE X
MEETINGS AND QUORUM

Section 29, The meetings of the Association shall be an-
nual and special. The annual meeting shall take place on the
third Sunday of June of each year for the transaction of such
business as may properly come before the meeting and for the
election of new officers for the year. The attendance of
fifty (50) members whether in person or by proxy shall be
sufficient to constitute a quorum. Special meetings of the
Association may be ealled either by the President or by the
request of five special and sustaining members of the Asso-
ciation. Twenty members shall constitute a quorum for held-
ing a special meeting.

Section 30. The Board of Directors shall hold regular and
special meetings., Regular meetings shall be held quarterly
st such date and hour as may be designated by the Board,
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and special meetings may be called by order of the President
or at the request of two directors, specifying the purpose of
such meetings. Four members of the Board of Directors shall
constitute & quorum and their acts shall bind the Association.

Section 31. The Secretary shall issue notices of the meet-
ings at least five (5) .days before such meetings are to be
held.

ARTICLE XI
ORDER OF BUSINESS
Section 82. The order of business at the annual meeting
of the Association shall be as follows:
i. Calling to order by the President,
Determination of a guorum.
. Reading of minntes,
Approval of Financial Statement.
Reporis of officers. ’
. Introduction of resolutions and reference of the
same to Committees.
7. Reports of Committees and discussion of resolutions.
8. Nomination and election of officers,
9. Miscellaneous business.
10. Adjournment.

o ot 0 N

Section 33. The order of business at the special meetings
of the Association shall be the same as sbhove with items 4, 6, 7,
and 8 eliminated.

Section 84. The order of business to be followed in the

meetings of the Board of Directors shall be:

1. Roll Csll.

2. Reading of minutes.

3. Reports of officers.

4. Renorts of Commitiees,

8. Filling of vacancies. A

6. Discussion of unfinished business,
7. Discussion of new business.
8. Adjournment.
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ARTICLE XII
AMENDMENTS

Section 35. This By-Laws may be amended by two-thirds
vote of the members constituting a quorum at a meeting of the
Association specially called for.that purpose at least ten days
prior to the date of the meeting and’ specially stating in the
call for the meeting the amendments proposed. However, the
President is empowered, from time o time, and as often as he
may deem fit, as a temporary expedient, to amplify the present
By-Laws by prescribing such measures or methods of proce-
dure as he may helieve will asdvance the interests and welfare
of the Association, provided that such measures or methods of
procedure shall not be in conflict with any of the provisions of
the Articles of Incorporatipn of this Asscciation, nor of this
By-Laws.

Section 36. This By-Laws shall take effect upon its ap-
proval and shall be signed by the members.

APPROVED August 10th, 1936.

(Sgd.) Judge Simplicio del Rosario
(Sgd.) Luis R. Yangco

(Sgd.) Pedro M. Blanco

(Sgd.) Don Ramon Lopez

(Sgd.) Don Cesar Ledesma’

(Sgd.) Dr. Vicente F. Gustilo
(Sgd.) Alfredo T. Mendoza
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Declaration of Intention to Become a Member

The Commonwealth Association, Inr.

209 Cu-Unjieng Boilding
Escolta, Mauila
Tel 2-10-08 P. O. Box 1158

No Man Has a Monopoly of Patriotism and of Wisdom!

. This & & statement -of fact over whith there can be no division of cpinlon. This belng
troe, we shovld et thoss emong us who believe they have something worthwhils to say concern-
ing the future welfare of gur peopls and eomitry come cut into the apen and boldly, conragecusiy
and fearlemly bring their wiewpointa for the examinntion snd the isvestigation of the publiz.

I, whowse signatore dppesrs below, sincerely and honestly belisve that the indefinite con-
tinoation &f the Commonwealth government wouid best serve the future welfare and Imppiness
of our people and eonntry. While #£ must be admitied that the Act containa unfavorshie trade
provisions, definite yromises have been made by the President and loading members of the United
Bistes Congress that any imperfections and inequalities of said Act shall be correcied after u
eareful study of the questions involved has Deen mads. Wa have great faith that theas promises
will be folfilled by the American peopia.

‘While abzobite ond complets independencs wouid be the ideal sclution of our preblem, and
il undeubtediy b the xlitmals sojution. te kave it granted to-us 30 scon cs ten years wouid
B2 most disas 8 our welfare and Aappinsss for the following reasons:

1 Ixdependtnce would necewarily mesn the creation nad the msintenance of a ressonably
sdequate army and navy, which we would not be in & poaition to maintain, much less eeate for
many yvears to come. In the menntime, money that will have to he spent for these purposse
could be far betier utilised in helping create and develop Philippine industries;

2. Loms of the American market for Philippine products in ten years would mean econc-
-mie ruin for the eountry, hence poverty and misery for the people of the land;

3. Grunt of independence in ten yoars wonld cnly mesr passing from the contrel of one
power o that of soms cther power, which which epnnot possibiy be a3 gensrous 10 uz as the one
whose friendship we would just then be losing,

Therefore, I beliove it my patrictie duty to declave myﬁin&mutﬁsindmmmn&-
nuation of the Commonwsalth povernment; sud in offiving my sigosture hersunder, I

exXuTreal
:w willingness to bectme & member of “THE COMMONWEALTH ASSCCIATION, INCORPOR-
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CONFEDERACION DE ASOCIACIONES Y PLANTADORES DE
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FUNDAMENTALS

We Subscribe to the Following as the Fundamentals of Philip-
pine-American Trade Relations:

1. The trade velationsz between the United States and the Philippine Is-
lands were definitely determined by the provisions of the Tydings-MeDuffie Act
until July 4, 1348, That Act, after approval by the President and the Congress
ef the United States, was formally accepted by the Filipine people. Boased
thereon many citizens and residents of and invéstors in the Philippine Islands
have incurred cbligations and wmade commitments. The irads relations 20
determined, Bt good faith and in fairneas, cannoct, thercfore, be altered o their
prajudice, Thus, at least until July 4, 1946:

{a) Articles the growth, product, or manufacture o¢f the FPhilippine

Islands should, with no greater limitations than those imposed by that Act,

and on o basiz of equalily with crticles the growth, product, or many-

facturs of the United States, be ogmitted free of duty into the United

States; and )

{b) Articles the growth, prodicct, or manufacture of the United

States shouild, on o basis of equality with articiee the growth, product,

or manufocture of the Philippine Isiands, be admitied fres of duty into

the Philippines.
{£) No sxcize or other taces which directly or indirectly resull in gny
dizorimingtion sgainsi the products of sither country should be $mposzed.

8. The impogition of export lozes on shipments from ths Philippine Ie-
landa to ths United Siates from November 15, 1940, and the imposilion of
fmport duties by the United States and the Philippine Islands, each on articles
ths growth, preduct, or manufacture of the other, from July 4, 1846, will be
dizgatrous to the producers and menufaciurers of boikh countries, and, the
tims being too short to make the necessary readjusitments, to the Philippine
Islands in partioular, therefore,——

{a) The export taxes should be repsaled; and
{b) Free irade betwszen the two countriss, with present or other vea-

sonable quantitative limitations, shouid be continued after July 4, 1948,

3. Irvespective of any changs in the political status of the Philippine Ia-
lands, 6 conlinuation of the present frec-irade relotions betwesn the United
States and the Philippine Ielunds would be advantageous to bdoth counirisa;—
to the Philippins Islands, bscause the United Staies is an essential market for
mony Philippine products; and fo the United Siates, becauss the Philippine
Telands is a largs market for the products of agriculture and industry of the
United States, and will, if the products theresf oomiinus io be admitted
fres of duly wio ths Philippine Islands, be a much larger market in the
Friture. Such free-trads relations between the twe countriss should, therefore,
efter July 4, 1945, be sontinued indefinitely,
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BRIEF
TO THE

JOINT PREPARATORY COMMITTEE ON PHILIPPINE AFFAIRS
FROM THE '
*“CONFEDERACION DE ASOCIACIONES Y PLANTADORES
DE CaNa DuLcg, ING.”
ON THE
PLANTERS IN THE SUGAR INDUSTRY
OF THE

PHILIPPINE ISLANDS

INTRODUCTION

In Hawaii and in many other sugar cane producing
countries, the mills own and operate the sugar cane plan-
tations. In this case the sugar industry is made up of
two main elements only: the corporations that run the
mills and, at the same time, operate the plantations and
labor. Any catastrophe that may befall the industry only
these two elements are directly affected.

In the Philippines the mills may manage their own
plantations or those leased to them, but the larger bulk
of the cane delivered to and ground in the factories is raised
by another party—the planter. We have, therefore, in our
sugar industry, in addition to the mill and labor elements,
a third element—the planter. Perhaps what may be con-
sidered a fourth element is the capitalist who finance the
planter. Should a calamity befall our industry at least
three important elements are direct victims.

Our sugar cane planters number about 24,000.) De-
pendent on them are many thousands more. In their re-

! Estimated from the Supplements to Executive Orders Nos. 900 and 901.
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port to the United States Tariff Commission Doctors Frank
Waring and Ben Dorfman * gave 1,980,000 as the number
of persons depending on our sugar industry. Of these per-
sons the following are:

Planters and dependents ....... - 90,000
Tenants and dependents .......... 1,050,000
Permanent plantation laborers and
dependents ................... 240,000
Temporary plantation laborers and
dependents . .................. 360,000
Total ....... ... ... ...... 1,740,000

This number constitutes about 88% of the total em-
ployed in the industry and is over one-tenth of the total
population of the Philippines.

_As may be seen later the planters also have a very
heavy investment in the industry. The fact now to be
stressed is that the planters are a very important element
in the industry, and should the industry suffer, they and
their families and the laborers and also their families
dependent upon them will be the greatest sufferers. For
this reason any plan or arrangement affecting the future
of the industry can not with justice leave the planters out
of consideration. |

Few people recognize the role of the planters in the
development and operation of our sugar industry, and per-
haps still fewer appreciate their real situation. But the
planters are conscious of their position; they kmow their
own situation and are anxious fo preserve, if they can,
their life-long and only means of livelihood. They can not,
therefore, afford to let go the opportunity to be heard
without taking advantage of it. And through this brief

*The American Chamber of Commerce Journal, Vol XVII, No. 8, 1937.
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which the CONFEDERACION DE ASQCIACIONES Y
PLANTADORES DE CANA DULCE, INC,, files with the
- Committee, the planters desire to present their side of the
industry.

THE CONFEDERATION

There are forty-five districts in the Philippines where
centrifugal sugar is manufactured in a commercial scale.
In practically every district of considerable production
the planters are organized into a body known as planter
association. These associations through their officials
represent the planters in their collective business dealing
with the mills.

So long as the interests of the planters remain local
the district associations are sufficient to look affer them.
But with increased production sugar became our premier
industry and easily the most important export commodity.
Hence, the interests of the planters have also developed into
national in magnitude and importance. Along with the
developmént of the industry the planters have found dis-
advantages in their position which resulted in their receiv-
ing comparatively less benefits than what they should
receive from the industry. They must improve their
situation and must be properly organized to meet the ever
increasing problems of their business. Realizing the
weakness of individual and scattered efforts they have or-
ganized themselves into a larger national group and the
confederation of district associations came into existence.

Organized hardly seven years ago with six associa-
tions as charter members, in spite of active influences at
work against a strongly unified planters’ group, the Con-
federation has grown and today counts with the member-
‘ship of thirteen large district associations. These asso-
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ciations represent 51 % of the combined export and domestic
consumption sugar production in the Philippines,

In addition to the confederated associations, four
others representing a production of 123,566 short tons of
export and domestic consumption sugar subscribe to this
brief. This brief, therefore, represents the interests of
planters producing altogether 62.65% of the centrifugal
crop of the Philippines.

Appendix I gives the list of associations represented
in this brief.

If no more than 62.65% of the production is rep-
resented by the Confederation it is because in some districts
no association exists while in others the associations are
so controlled by the centrals that if they are not actually
prohibited to join, they are discouraged from joining the
Confederation. In most of these districts the plantation
milling shares are still the lowest, that is 50%.

DEVELOPMENT OF OUR SUGAR INDUSTRY
DURING THE SPANISH REGIME

Sugar making is an old industry in the Philippines.
Before Magellan discovered the islands in 1521 sugar cane
culture and manufacture of sugar in some form or-other
have already been carried out. Due, however, to the ab-
sence of authentic record on production the early history
of the industry in the Islands is quite obscure,

The market was naturally first local, but as produc-
tion increased sugar was exported to China, Australia,
Spain, England and the United States. Again the early
records of shipment abroad are not available. According
to Pitt,® the first aunthentic record of Philippine sugar

* Harold M. Pitt—Historic Sketch of the Sugar Induxtry in the Philip-

pines, in the Sugar Industry of the Philippine kiunds ’by G. E. Nesom and
Herbert 8. Walker, 1912,
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imported into the United States, the country destined to
become the most important market of our sugar, was in
1795 when 134,645 kilos (295,219 Ibs.) were credited to
the Islands.

Pitt further observes that the most important early
advance of the sugar industry of the Philippines seems to
have coincided with the Crimean war (1854-1856) during
which sugar consumption throughout the civilized world
increased and greatly enhanced the price of the commodity.
High prices made the industry highly profitable and led
to the increase of investments in the industry in the
Islands. The immediate result of this was the expansion
of production in the provinees of Pampanga, Batangas and
Tarlae in Luzon and later on in the islands of Negros, Cebu
and Panay. Since then sugar production steadily in-
creased until in 1895 the record crop of 341,469 metric
tons (409,763 short tons) was harvested during this regime.
The following year the rebellion against Spain broke out
and the disturbance that followed thereafter to the end
of the Spanish rule and continued throughout the years
of armed resistance by the Filipinos against American
authority, set back the industry.

Pampanga on the island of Luzon is known to be the
first province that cultivated sugar cane extensively, and
it is still today the second largest sugar producing prov-
ince in the Philippines. But the island of Negros proved
1o be better suited for the industry and activities soon were
transferred there. It is on this island that the industry
has attained its greatest development. It is this island
that largely contributed to the record crop during the
Spanish time. Today this same island produces 57.39%
of the centrifugal sugar in the Philippines.

The greatest drawback of the industry then was the
antiquated system of manufacturing sugar. Most of the
equipment consisted of stone and wooden roller mills driven
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by man or animal or water power and of a set of open
kettles heated by direct fire in the furnace under. There
were only a few three-steel roller mills driven by steam
power. The sugar produced was muscovado ranging in
‘polarization from 70° to 89°.

Encouragement to the development of the industry
by the Spanish Government was slight. Of importance
that should be mentioned are: (1) the monopoly in the
island of Negros granted to Recollect Friars by royal de-
cree in 1849; (2) the establishment of an experiment sta-
tion on the slopes of Mt. Arayat in Pampanga; and (3)
the establishment of a model farm at La Carlota, Occi-
dental Negros,

Some data on Philippine exportation of sugar during
the Spanish regime are given below:*

Total quan- Percentage Exportsto  Percentage
YEAR tity exparted of total valve coi¢ United ~ of total

(short tons) of all exports Staies (short  sugar
1880 .......... 199,726 48.65 112,751 56.45
I881 .......... 230,167 50.47 87,149 37.86
1882 .......... 165,811 4322 87,068 52.51
1883 .......... 216,970 45.83 140,484 84.75
1884 .......... 134,622 30.838 93,886 69.74
1885 .......... 225,114 42,18 148,869 66.13
1886 .......... 203,859 24.90 129,134 63.35
1887 .......... 189,824 81.66 122 841 64.88
IRB8 .......... 177,457 52.32 92 283 52.60
1889 ......... - 251,841 35.45 138,629 55.05
Annual! average 199,489 . 115,310 57.80
1890 .......... 159,658 3392 37,616 23.56
1891 .......... 152,358 27.29 51,730 33.95
1892 .......... 278,659 40.54 50,685 18.19
1893 .......... 288,276 46.74 11,124 3.86
1894 .......... 232,195 33.11 12,638 5.44
1895 .......... 376,402 31.34 R e
Annual average 247,924 S 32,7157 13.21

‘From the Remarks of Resident Commissioner Quintin Paredes in the
House of Representatives, May 28, 1936.
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In these data worthy of note is the faet that even dur-
ing the Spanish regime America was already the principal
market of our sugar. In the ten-year period from 1880
to 1889 as much as 69.74% of our sugar exported annually
found its way to America. During the following five
years, exportation to the United States considerably
dropped owing to the enforcement of restrictive Spanish
ecommercial laws.

UNDER AMERICAN SOVEREIGNTY

During the thirty-nine years of American occupation
our sugar industry has been subjected fo both favorable
and adverse congressional legislations. The history of
the industry during this epoch may be separated into four
periods: the first, embracing the years from 1898 {o 1909;
the second, from 1910 to 1920; the third, from 1921 to
1933; and the fourth, from 1934 to the present.

1898-1909 Period.—The Philippine armed resistance
against American authority which lasted for over two years
left the industry where it was after the revolt against
Spain. With pacification and the establishment of the
civil government in 1901 farming and industrial activities
began to resume normalcy. However, due to lack of credit
facilities to the planters and to the ravages of work animal
diseases which lasted for several years, the sugar industry
has not been able to recover completely from the retarding
effects of the wars.

Another cause of the slow recovery and further ad-
vance of the industry was the applieation of the Dingly
Tariff act of 1897 to Philippine products which subjected
our sugar to a full duty of 1.685 cents gold per pound.
It is true that this treatment of our products by America
after she had established her sovereignty over the Islands
did not last very long for the Philippine tariff act of 1902
reduced the duty on Philippine sugar by 25%, nevertheless
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American and foreign capital was not immediately at-
tracted. As a consequence early efforts at development
proved fruitless and during the first decade of American
occupation our sugar industry practically remained at a
stand-stilL

1910-1920 Period.—Against the petition of the Phil-
ippine Assembly, in August 1909, Congress passed the
Payne-Aldrich Tariff Aet establishing a limited free trade
between the United States and the Philippines. Under
this law Philippine sugar to the extent of 300,000 tons
per annum was admitted to the United States free of
duty. This was the signal for the beginning of the flow
of American capital into the Islands and the immediate
result was the erection in 1910 on the island of Mindoro
of the first centrifugal sugar factory in the Philippines.
The land on which the sugar cane was grown belonged to
the factory owners and the operation of the industry was
along the same line as that in Hawaii where the mills also
owned and operate the plantations,

The new trade opening also encouraged insular capi-
talists and led to the establishment of smaller capacity
modern factories. Three of these with present total daily
capacity of 1,300 metric tons of cane were installed in
the island of Negros and the fourth with a capacity of
700 metric fons daily was built on the island of Luzon.
All these mills started to operate with cane supply from
the owners’ plantations.

In 1912 the second large factory was installed by, Ha-
waiian capitalists at San Carlos on the island of Negros.
It supplanted some twenty-five modern muscovado mills
and became the first cooperative sugar central in the Phil-
ippines. About a year later another capitalized by Amer-
jcans was built in Calamba, provinece of Laguna on the
island of Luzon. The Calamba Sugar Estate—such is
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the name of the corporation that finances and operates
the factory—owns extensive land areas and first ground
cane grown on its own estate. Later on the central took
in cane raised by planters in nearby towns buying it on
the tonnage basis. Still later the central largely abandoned
this system and ground cane of the planters on the share
basis. As compensation for grinding the cane the cen-
tral retains 50% of the sugar produced and the factory
thus became partly cooperative in its operation.

In 1913 Congress enacted the Underwood-Simons
‘Tariff law which removed the quantity limit of duty-free
products of the Philippines entering the United States.
This unlimited freedom of our sugar in the tariff-pro-
tected American market gave further stimulus to produe-
tion. Muscovado mills multiplied but more important still
was that the industry from then on took a definite advance
along modern lines.

To supplement the favorable congressional legisla-
tions, the representative of the federal government in the
Philippines encouraged the insular government to pro-
mote the development of the industry. On the recommen-
dation of the Governor-General in 1915, the insular gov-
ernment ¢reated a sugar board invested with powers to
aid the newly established centrals. The government went
still further than this. The Philippine National Bank, a
government institution, undertook to finanee the erection
of six large centrals, five on the island of Negros and one
on Luzon. It also extended crop loans to many planters.

Encouraged by the initiative of the government and by
high prices of sugar then prevaling as a result of the world
war, private capitalists at home and abroad came out in
the open and shared in the construction of another six
centrals. Thus during the second decade of American oec-

cupation, no less than twenty centrals were built in the
16144 O—vor. 117 —8B——10
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Philippines, ten already in operation and the other ten
under construction. Of these twenty centrals fifteen are
on the island of Negros, four on Luzon and one on Min-
doro. In spite of the great activities in the building of
centrals production, however, inereased very little and this
was because the large centrals under construction did not
begin to produce until the early part of the foﬁ{)wmg
period,

1921-1933 Period.—This was characterized by the en-
largement of capacities of already operating eentrals, and
the construction of twenty-six more, five large and twenty-
one small ones. Of these new centrals twelve are on Lu-
zon, four on Negros, six on Panay, two on Cebu and two
on Leyte. During this period the culture of sugar cane
became also more modernized and scientific. Tractors
and other modern farm implements found their way into
the plantations and the use of commercial fertilizers became
extensive, Foreign, more highly productive varieties of
cane were introduced, tested and rapidly propagated. As
a result of all these activities, production of muscovado
sugar dwindled into insignificance while that of centrifugal
sugar took a decidedly upward trend until in 1932 the
million-ton mark was passed. During the 1933-34 crop
season the Islands produced 1,554,686 short tons of sugar,
the largest crop in the history of the country. This record
would have been broken today were it not for the two con-
gressional legislations that applied the brake at further
expansion. As we shall see later these legislations not only
put a stop at further inerease of, but actually set “back.
production.

Period from 1984 to the Present—In March, 1934,
Congress passed the Tydings-McDuffie law otherwise
known as the Independence Act. The sugar provisions of
the act stipulate that during the transition period of ten
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years the yearly shipment of Philippine sugar tothe United
States will be 800,000 long tons raw and 50,000 long tons
refined (equivalent to a total of 971,600 short tons raw
value) duty-free during the first five years and subject
to a graduated export tax during the last five years. Any
guantity in excess will have to pay full duty. After inde-
pendence is granted all sugar shipped to the United States
will be subject to full duty.

Shortly after the passage of this act and before it

went into effect, Congress passed another law, the Jones-
Costigan Sugar Control act with retroactive effects

To be in accord with and to cooperate with the Wash-
ington administration in its sugar control program, the
Philippine Legislature supplemented the federal act with
an insular limitation law passed in 1934 alse. This law
which was to be in force for three years was amended last
year and extended for another three years. If provides for
a yearly allotment of domestic consumption-and emergency
reserve sugar and actually limits the production of cen-
trifugal sugar to the amount allowed for export, for domes-
tic consumption and fo reserve.

The effects of these Iaws on the finances of the planters
will be taken up in another part of this brief. Suffice it
to say at this juncture that under the program of limita-
tion enforced under the laws referred to, the industry which
has been encouraged and developed by federal and insular
legislations into first in magnitude and importance in our
national economy has today not ony ceased to grow but
has actually shrunk. The 1937 production to cover thr
allotments for export, domestic consumption and reserve
is a little more than two-thirds of the crop of 1934,

In Appendix Il are given some data on production
and exportation since the American occupation.
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THE POSITION OF THE PLANTER IN
THE INDUSTRY

At the beginning of this brief we have mentioned the
importance of the planter element in our sugar industry.
‘We shall now discuss further his position in the industry
and the role he has played in its development,

BEFORE THE ESTABLISHMENT OF CENTRALS

Prior to American occupation and before the establish-
ment of modern cenirals, the planter was the principal
element in the industry. He was the sugar cane grower
and with his muscovado factory the sugar manufacturer
atthesame time. True, his cultivation methods and manu-
facturing equipment were crude and backward but he was
practically self-sufficient and independent. With the
small mill all his land could not be planted to sugar cane,
hence a portion of it was grown to other crops and his
products were diversified. When his sugar crop failed he
had others to bank upon and his losses and suffering were
mitigated. He employed little capital, and borrowed Iit-
tle when he was forced to do it. He quarrelled with no-
body for the share of the sugar for all that he produced
was his, and if he owed nothing for it he was completely
his own master. His income may have been small but the
margin of his profits was comparatively big. This and the
self-sufficiency and independence which he enjoyed made
the planter happy.

The profits and the simple but independent and happy
life that the muscovado producer led, attracted the indus-
trious people and resulted in the extension of sugar cane

- areas and the multiplication of muscovado mills varying in
types and motive power used from the most primitive two-

. ‘roller wooden or stone mill driven by man or animal or
water power to the three-roller one driven by steam power.
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The increase and mulfiplication of muscovado producers
accounted for the advance the industry has made during
the Spanish regime and the first twelve years of Amer-
fcan occupation. But the backward conditions of the in-
dustry eould not remain long in the face of modern in-
dustrial advance. They had to give way to modern and
more efficient factories. The planters, too, had to give
up their self-sufficient, independent position.

ADVENT oF CENTRALS

fhe American market was demanding high grades
of sugar for the refineries and centrifugal sugar must be
produced if the demand were to be met and the industry
had to advance further. Capitalists—native, American
and foreign—were willing to invest in modern equipment
for large scale production of high polarization sugar. But
one very important obstacle was on the way: our land
law prohibits private corporations er associations to ac-
quire, lease, or hold public agricultural lands in excess of
1024 hectares. Such a limited plantation ownership
would not justify the investment in large factories. But
it prevented (1) the establishment of factories with ex-
tensively owned plantations, (2) the elimination of small
producers—the thousands of planters who were making
a business and a living out of the industry, and (3) the
concentration of the benefits and wealth derived from the
industry in the hands of a few.

The planters on the other hand had limited means
and could not secure the necessary capital to build the
factories themselves. It was then a situation in which
one group had the capital to build the factories but could
not acquire enocugh land for plantation purposes to justify
large investments, and another group that cellectively had
sufficient land area to justify heavy investments but could
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not obtain the necessary capital. But modern factories
must be built if both capitalists and planters had to make
a profitable business out of sugar. Since one or the other
group alone can not modernize the industry the two of them
must pull together, organize the industry and share equally
the benefit from it. ‘

Cooperative Production—In order that the capitalists
and the planters may work together, the happy idea was
struck that the former put up the factory, locally known
as central, and the latter supply the sugar cane. In other
words the planters would raise the sugar cane and the mill
owners would extract and manufacture the sugar from it
and retain a portion of the product as compensation for
the service. On this basis planters and mill owners,
usually corporations, signed milling contracts binding one
‘another for a period of years, generally thirty years, but
with a right of way in the plantations for fifty years for
- the ‘millers. The cooperative production system in our
sugar industry thus came into existence. The planters as
a result therefrom abandoned their muscovado mills, gave
up their independence and became co-partners of the fac-
tory owners in an industry of which, before, they were the
sole arbiters,

As we have already mentioned, the first cooperative
centrals in the Philippines was built on the island of
Negros. All the large centrals built after this were on the
cooperative basis. Even the small ones which have been
primarily erected for the extensive plantations of the
owners became partly cooperative factories.

Plantation Milling Shares—The first planters who
signed the milling contract with the first cooperative cen-
tral shared and are until now sharing 60% of the sugar
produced from their cane, The central retains 40% of
the sugar. This division of the product between the
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planters and the central did not, however, serve as the
basis for plantation and milling shares to the other cen-
trals built afterwards. Lower participation for the plan-
tation and higher for the central became the rule. There
were several reasons for this.

Most of the centrals, especially the large ones, were
built when prices of the centrifugal sugar were high.
Seeing large profits from this grade of sugar independent
muscovado producers became highly enthusiastic. How-
ever, having no capital of their own to build the centrals
they were helpless and 1n this predicament they were will-
ing to sign milling contracts even under lower rates of
plantation share,

On the other hand capitalists who were organizing
the centrals took advantage of the situation in which the
simple-minded planters were found and instead of follow-
ing the milling share of 40% established by the first eooper-
ative central raised their milling shares from 45 o 50%.
Even the very central that initiated the 40-60 division of
the sugar seeing the helplessness of land-owners who re-
mained indifferent and did not sign the milling contract
at the time thé mill was constructed, exacted the 45%
milling share when later on said landowners decided to
adhere their plantations to the central.

Some of the capitalists, however, were more fair and
considerate to the planters. They took the planters as real
co-partners who should share equally with them the benefits
from the industry. They, therefore, stipulated in the mill-
ing contracts that after a certain period with 50 or 45%
milling share—usually after they have recovered their
capital investment and declared dividends—they would
reduce their share to 46%. Fortunate planters who had
worked with these generous capitalists are today enjoy-
ing the benefits of 60% plantation milling share. . But
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these planters are very few for only about 12% of the
plantations have this rate of milling share.

As they are today the plantation milling shares range
from 50 to 61%. Appendix III shows the different rates
of plantation milling share and the distribution of the
plantations under them.

In this table we note that there are 21,493 plantations
in all the mill distriets in the Philippines. Of these 55.81%
are sharing 50% of the sugar, 3.04% are sharing 53%,
27.98% are sharing 55%, 1.24 % are sharing 58%, 11.05%
are sharing 60%, and 0.94% are sharing 61%. We see
therefore that practically 88% of the plantations are re-
ceiving milling shares below 60%.

Management and Quotas of Plantations.—Not all the
plantations are managed by their owners. Quite 2 number
of them are operated under lease. Appendix IV shows the
number operated by owners and lessees and the average
quota per plantation of export and domestic consumption
sugar combined.

Looking over this table one finds two outstanding faets.
One is that in the island of Negros more plantations are
managed by lessees than by owners. The apparent reason
for this is the high rates of rental paid for leases in that
island.

The other fact is that the number of plantations in
Luzon is greater than in Negros but the average quota per
plantation is higher in the laiter. The explanation for
this is that in Negros the average size of the plantations is
larger than that in Luzon owing perhaps to the fact that
the development of the industry was more rapid in that
island. As we have already seen the establishment of most
centrals in Luzon and all of those in Panay, Cebu and Leyte
took place only during the period from 1921 to 1933,
Moreover, it is in Negros where modern and more scientifie
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methods of cultivation had been first adopted and exten-
sively practiced which resulted in improved yield per unit
of area. .

Planters and Their Quotas.—In Appendix V are given
the number of sugar cane planters with the average quota
per planter in each district and in the Philippines in general,

You will see that we have two kinds of planters, the
landowner and the lessee planters. Of the total number
of 24,019 planters 46.57% are lessees. In some districts
the majority of the planters are owners of the plantations
they work while in others the lessees are predominant.
Taking the distribution by island we find that in the island
of Negros the lessee planters constitute 77.55%, in Luzon
32.09%, in Panay 57.41%, in Cebu 42.55% and in Leyte
74.12%.

Rent paid for leases may be in cash or in fixed quantity
of sugar or a certain percentage of the gross production.
In general it varies from as low as 6% to as high as 22%
of the quota of the plantation. The low rates are found
in old lease contracts that are still in force and the high
are in recently renewed or new ones. In the island of
Negros where about 77.556% of the planters are lessees the
average rent is around 15% of the plantation’s crop.

About 10% of the planters have no production allow-
ance or quota for exportation, and this is because they
had no production in the years on which the distribution
of the export quota is based. They have, however, allot-
ment for domestic consumption sugar.

The export sugar production allowance of the planters
having such, vary from a few to several hundred thousand
pounds, the average per planter for the whole Philippines
being about 79,270 pounds (568 piculs). Considering the
quotas by island we find that more than 50% of the export



154 BRIEFS SUBMITTED TO THE COMMITTEE

quota is allocated to the island of Negros. In that island
1is also found the highest average quota per planter.

A very large number of planters it the Philippines
have small production allowances and are therefore small
producers. About 13.1% produce between 1 and 10 piculs®
41.8% between 10 and 100 piculs; 24.7% between 100
and 1,000 piculs; 3.8% between 1,000 and 2,000 piculs;
and 1.8% between 2,000 and 3,000 piculs.* Fully 85.2%
of the planters have production allowances below 38,000
piculs. Most of these small producers are milling in large
centrals.

Who the Planter Is—The planter, whether a land-
owner or lessee, is an enferpreneur. He was so under the
Spanish regime, before and after the establishment of
modern centrals. He was and is a businessman whose
operating unit is the plantation he manages. Before the
advent of centrals he was an independent businessman and
the most important economie factor in the industry. Af-
ter the establishment of centrals he became the co-partner
of the mill owners and has lost his dominant economic posi-
tion. Under the present cooperative system of production,
although the aggregate investment of the planters, as we
shall show later on, is larger than that of the centrals,
because of the fact that they receive less benefits from the
industry than the centrals do, they merely constitute the
middle layer of the three economic strata in the industry.
Representing as they do the middle class, nevertheless the
planters are a vital factor, an inseparable part of and an
indispensable element in the industry.

Planters’ Investmenis.—With so many plantations of
varying size under different systems of operation scattered

* One picul eguals 189.44 Iba. .
* Bissinger, G, H—Philippine Sugar Control, Part V. Range and Dis-
tribution of Production Allowance. Sugar News, Vol, 18, No. 5, p. 152-156.
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in six large islands it is impossible to obtain exact figures
on the investments that the planters have made snd are
making in their business.

Conservative estimates place the aggrégate invest
ments of the planters in the industry as follows:

In Lands and Improvements .. $362,000,000.007
Crop Loans ............... 45,000,000.00

Total ............... P407,000,000.00

 Compared with the investments in centrals which
amount to P168,025,070.00 (2) the planters thus have
nearly twice as much capital invested in the industry
the mill owners. -

Production Cost.—So many factors are affecting the
culture of sugar cane that it is extremely difficult to strike
a figure that would accurately represent the average cost
of producing one picul of sugar on the part of the planter.
Size of the production allowance; yield per unit area which
is governed by the fertility of the soil, variety of cane,
methods of preparing the land, systems of cultivation,
weather conditions from planting to harvest, the kind of
erop—whether plant cane or ratoon—presence or absence
of pests and diseases, and factory efficiency; rate of wages;
type of plantation management—all these cause the cost

~of production to vary from field to field, from plantation
to plantation, from district to district, from island to
island and from year to year. To determine how much

'The Philippine Statistical Review, p. 810, No. 4, Vol. 2, 1935, Cited
by Doctors Frank Wearing and Ben Dorfman in their report to the U. 8.
Tariff Commission.

'From Btatement of President Rafacl Alunan of the Philippine Sugar

Association. Printed in the Congressional Record of Janwmary 8, 1934, by

reguest of Resident Commissioner Pedro Guevara. Also ses Remarks of

gesidgf lgggtmissianer Quintin Paredes in the House of Representatives,
ay .
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it costs the planter to produce his share of the sugar we
have also to consider whether he is landowner or lessee
planter, the rate of rent he pays if he is a lessee, and the
plantation milling share.

In a report, No. 73, submitted to the President of the
United States in 1934 the Tariff Commission that made
extensive studies on the costs of producing sugar in con-
tinental United States, in Hawaii, Puerto Rico and the
Philippine Islands, placed P3.329 (1931-32 crop) as the
average cost of raising sugar cane that would produce one
picul of sugar in the Philippines.

If it costs P3.329 to produce one picul of sugar, (gross)
and the plantation milling share is 50%, it would cost the
landowner-planter P6.66 per picul to produce his share.
To the lessee-planter it would cost more.

In Negros where foday the plantation milling share
ig from 55 to 61% and the average rent paid by lessees
is 15% tihe cost of producing the planter’s share ex-ware-
house would be as follows:

Landowner-planter with 55% plantation

milling share ..................... P6.0b
Landowner-planter with 60% plantation

milling share ...................0. 5.55
Lessee-planter with 56% plantation mill-

ing share paying 15% rent ......... 8.32
Lessee-planter with 60% plantation mill-

ing share paying 156% rent ......... 7.39

At present prices many planters, small ones especialiy,
are hardly making any profit at all. If this is the case,
why do these planters keep on planting sugar cane?

The answer is: in the first place they do not know
of any better occupation and in the second place the sys-
tem of continuous erop loans, while they grow cane, en-
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ables them to continue in their business even if they just
break even in the long run. To them this is preferable
to being out on the streets doing nothing.

Disadvantages of the Planters—The planters’ aggre-
gate investment in the industry as we have seen is larger
than that of the mill owners, yet the planters, individually
and collectively, receive less benefits from the industry
than their co-partners. This is because in their present
position they have disadvantages that decidedly affect their
earnings. These disadvantages are:

1. Greater risks with comparatively smaller returns.

In his undertaking the planter deals with a biologieal
object subject to natural influences beyond the control of
man. Every year his greatest worry is the weather which
until now with all the advances that science has made
ean not be regulated. He can not foresee when a typhoon
would lash, a ficod would drown or a prolonged drought
would dry up his crop. Anyone of these extreme varia-
tions of the weather adversely affects his crop. And when
his crop is destroyed or reduced he suffers losses, while
the central merely ceases to make profits. Always facing
uncertainty he plants and cultivates his cane every year
hoping that Old Fickle Weather would favor bis crop
until harvest.

3. When the planter needs capital he can secure it
but always pays high rates of inierest, higher than the
central owners do for theirs.

3. In most mill distriets the planter alone pays the
bill for the fertilizer and its application which constitutes
a big item in his cost of production., When the fertilizer
thus produces good effects and a bumper crop is harvested
the centrals share the benefits from the fertilizer without
participating in its cost, but when the fertilizer and the
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crop fail and losses are incurred the planter alone bears
them,

4. Most planters do not, because under the financing
system they are operating they can not, ship to and sell
their sugar in the United States, and therefore, do not get
the true selling price of their sugar. Either they need
the immediate liquidation of their sugar or they have it
obligated to the exporting house that finances them. In
any case they have fo sell their sugar to the exporting
houses that must either charge ¢ommission or make profits
or both. Hence when sugar (96°) is quoted at P9.88 per
picul (3.55 cents per 1b.} duty free in New York the most
that the planters can sell their sugar (97.5°) locally is at
P7.50 per picul (2.8 cents per lb.) the difference being
absorbed by freight and handling charges, insurance, and
commission and profits of exporting firms.

. 5. When the sugar reaches America its polarization
becomes higher and the refiners pay a premium for higher
polarization. Since the planters themselves de not ship
to and sell their sugar in America and the refining com-
panies buy the sugar from the exporting houses, these and
not the planters receive the benefits of the premium.

6. High rates of interest and the fertilizer bills which
the planters alone foot increase their cost of production
and make it higher than that of the central.

7. High cost of production and low selling price of
sugar reduce the income of the planiers.

All these disadvantages keep the finances of the
planters low. ’

The Planters and Their Laborers—Laborers on the
plantations are either temporary or permanent. Tem-
porary laborers are those employed during 2 eertain season
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of the year—planting and milling seasons, The permanent
ones are those kept on the plantations throughout the year.

During the off-season, that is, after the milling and
planting periods, about one-half of the laborers are kept on
the plantations and given all kinds of work. Many kinds of
work are unnecessary but are being carried out for the
main purpose of giving the laborers work that would en-
able them to carry on without incurring debts to the plant-
ing and milling seasons again. Cultivation such as weeding
and plowing are done as often as possible. When the
fields are closed in and cultivation is no longer needed
the borders of the fields are cleaned of weeds, plantation
roads and bridges are repaired and ditches are recon-
structed. All these tend to raise the planter’s cost of pro-
duction but they have to be done to help the Iaborers.

Whether the laborer is temporary or permanent he is
given free quarters. The houses vary from mixed nipa,
bamboo and wood materials to entirely wooden structure
with galvanized iron roofing, the type depending on the
financial circumstances of the planter.

The Iaborer does not buy his firewood, he is free to
Iook for and gather it in the plantation. Nowadays he
exerts no great effort to obtain it. The cane in excess of
the planter’s allotment is destroyed and piled up on the
borders of the fields and after having dried up it serves

very well the purpose of firewood. It is available free to
the laborer.

Cooking and drinking water is available free to the
laborer. He gets it either from well protected or artesian
wells which the planter, at his own expense, caused to be
dug or drilled.

Every house or quarter on the plantation of the aver-
age planter has a yard around available to the laborers
for raising chickens, truck gardening, cultivation of leg-
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umes and planting of banana fruits. Diligent laborers
with family take advantage of this opportunity and besides
providing themselves with wholesome nutritious foods,
they increase their earnings by selling what they can spare
of their products.

When a laborer falls ill, he receives free medical
attention and if he needs hospitalization he is sent to a
hospital at the expense of the planter. When death occurs
the planter gives money for the expenses of burial includ-
ing church ceremonial fees

The average planter is always visible and readily ac-
cessible to his laborers. He meets and talks to them. He
is paternalistic to them. This attitude of the planter to
his laborers is responsible for the existence up to this time
.of peace and order on the plantations, at least, of Negros.

Higher Wages for Labor.—Present wages in general
are considered low. If this is true the planters can not
help it. Anyone who knows the attitude of the planters
toward their laborers and at the same time appreciates
the situation they are in can not with fairness condemn
them for it. The planters generally are considerate and gen-
erous to their laborers-and are sympathetic tc the need of
improving their Iot. In time of plenty and of large profits
without being urged by outside influences but exclusively at
their own initiative the planters raise the wages of their
laborers, pay them well. In the past whéiiprices of sugar
were high this has been amply demonstrated.

Conditions as they are today prevent the great ma-
jority of the planters from giving the laborers what they
feel they should give them. Their business is most uncer-
tain, they do not know what is going to happen to it. With
the proposed excise tax but no benefit payments for them
they will fare ill. In addition to the excise tax there will
be the export tax and very soon they may have to shoulder

H
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two more heavy taxes. These together with the disad-
vantages that we have already enumerated place the
planters in a very tight situation.

But remove the uncertainty, eliminate the additional
tax burden, reduce the disadvantages and improve their
finances and once more the planters will show that they
will pay high wages. Increase the benefits that they re-
ceive from the industry and without being told or without
the intervention of the government they will raise the
wages of their laborers,

Higher Plantation Milling Share—To minimize the
disadvantages and, therefore, improve their finances the
planters for some years now have been exerting efforts to
increase the plantation milling share. Believing that the
centrals after paying huge dividends for several years can
very well afford to adjust the milling shares they sought
such an adjustment and petitioned the centrals to increase
the plantation milling share. Owners of some centrals
saw the justice of the petition and acceded to it. Centrals
that for some time could not concede an outright increase
in the share of the planters granted their planters some
sorts of cash bonus.

The majority of the centrals, however, turned a deaf
ear to the pleadings of the planters maintaining that con-
tract is contraet and its sanctity must be respected. To
this reasoning the planters argue that a contract may be
just and equitable at the time it was signed, but the same
confract may become unfair and iniquitous at another
time under different conditions. They contend that when
the contract was signed they were practically helpless.
Furthermore, conditions have changed, prices of sugar are
no longer as high as when the contract was drawn, and
with the many disadvantages they are encountering the

contract has become onerous and unjust. But these argu-
0144 O—vor. IHI—88——-11 ’
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ments are of hoavail. The heartless, conseienceless capitai
must continue to receive large returns,

The fight was carried on to the Philippine Legislature.
Our legislators who saw the plight of the planters and the
justness of their cause, against the warning of powerful
corporations operating the mills that the constitutionality
of any legislation impairing the inviolability of contract
will be attacked in the courts, passed in 1933 a limitation
bill practically embodying the petition of the planters.
Ubnfortunately, this bill which contained the hope of the
pianters for economic and social justice was vetoed by the
then Governor-General,

We have today in foree a local imitation law which
in the days of laissez faire would be uneonstitutional be-
exuse it abridges individual rights but now under the doe-
grme of the New Deal in the guise of emergency its con-
stitutionality is never questioned. In effect this law not
only curtails the individual rights of the planter-citizen
‘but also tampers with contractual obligations.

The milling eontract requires the planter to plant a
definite portion of his plantation everyyear and the central
to grind the cane grown thereon. But when the planter
follows this term of the agreement and has cane in excess
of the allotment of the eentral, this will not grind the excess
cane because the law prohibits it under penalty for viola-
tion, and the poor planter who is helpless before the law
is forced to destroy the cane at a great loss. In this in-
stance the government through the enforcement of the law
tramples on the much vaunted sanctity of the contract and
nullifies the obligation of the central to the planter. The
simple-minded but already oppressed planter asks: if the
government can nullify an existing obligation of the cen-
tral to the planter why can not and should not the same
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government alter the obligation of the planter to the
central?

Sormething should be done. We have already demon-
strated that fully 88% of the people making a living out
of the industry are planters and their families, and the
laborers, also with families depending on them. WHILE
THIS 88% OF THE PEOPLE DEPENDING UPON
THE INDUSTRY SHARES FROM 50 TO 60% OF
THE BENEFITS FROM IT THE REMAINING 12%,
REPRESENTING THE CENTRALS AND THEIR EM-
PLOYEES , A VERY SMALL MINORITY, SHARES
FROM 40 TO 50%.! This is indeed not only a greatly
unequal and disproportionate but also decidedly unjust
distribution of the benefits among the elements in the
industry. As long as the distribution of the benefils re-
mains as it is, neither the planters nor the laborers de-
pendent on them can have the improvements that they need
and seek. Without improving the situation of the planters
it will be most unreasonable to demand of them fo in-
erease the wages of their laborers. But the situation of
the laborers should be ameliorated, and if the planters must
do it their finances must be also bettered. There should
be a readjustment of the distribution of benefits from the
industry. The situation demands that in some form or
another it must be effected.

RECENT CONGRESSIONAL LEGISLATIONS |
AFFECTING THE FINANCES OF THE
PLANTERS

We have already pointed out that the development of
our sugar industry has been brought about by the free
market of the United States. Today fully 100% of our
sugar exported go to that country. Our sugar is abso-
lutely dependent upon that market and any legislation mo-
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difying the free trade relations between the two countries
and including sugar would naturally be reflected in the
finances of those engaged in the industry. The effects will
be most greatly felt by the planters.

JONES-COSTIGAN ACT

Although this law was passed later than the Tydings-
McDuffie it went into effect first. We shall, therefore,
first take up its effects on the planters.

Quota.—The quota provisions of the law were retro-
active. Passed in May, 1934, the quotas were made effec-
tive as of January 1. The quota assigned the Philippines
was 1,015,185 short tons and the planters were caught un-
prepared to meet this limitation. After the rejection by
the Philippine Legislature of the Hare-Hawes-Cutting law
in 1933, the planters were confident that there would be no
limitation for at least two years. Accordingly they plant-
ed the full crop for 1834. 'When the quota under the Jones-
Costigan law was ammrounced the 1933-34 crop that reached
1,654,686 short tons was practically all harvested and the
crop for 1934-35, equally as big if not bigger, was already
in the field. The excess of the 1934 crop on the quota was,
however, permitted to enter the United States to be de-
ducted from the quota of the following year, 1935, Since the
quota for this year was 991,307 short tons and the excess
of the preceding year which amounted to 466,701 short
tons was deducted from it, the effective quota for 1935 was
524,606 tons only. Therefore, about two-thirds of the crop
for 1935 had to be destroyed.

Thus during the two years under the Jones-Costigan
law our production suffered & reduction of about 1,000,000
tons. The value of the loss at the minimum selling price
of P6.00 per picul of sugar was about P86,000,000 of
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which over 50% would have been part of the planters’ in-
come,

Processing Tax—The theory of this tax is that it
will be shifted to and borne by the consumer. In effect,
however, in the Philippines it was collected from the plant-
ers, if not totally, partly. Our proof for this is the simple
fact that during all the time the tax was in operation the
local selling price of the planter’s sugar was very low, as
low as P6.22 per picul. On the other hand after the tax
was declared unconstitutional prices went up to as high
as P9.25 per picul.

There is no question but that the planters had suf-
fered heavy financial losses from the abrupt curtailment
of the erop which forced them to destroy their excess cane
and from the operation of the processing tax which was
coilected from them instead of being shifted to the con-
sumer. Fortunately the planters were included in the
system of benefit payments instituted by the Agricultural
Adjustment Administration. These helped reduce but
never made up the losses of the planters. '

THE NEW SUGAR LEGISLATION

Quote.—This would be bigger than that provided in
the Tydings-McDuffie act, but as will be explained later un-
less the latter act is amended, the planters will not be bene-
fited by the bigger quota.

Ezxcise Tax.—Like that of the processing tax, the in-
cidence of the excise tax will fall on the planters, Before
the announcement of this legisiation local prices of our ex-
port sugar were as high as $9.15 per picul. Shortly, how-
ever, after it was announced with the three-quarters of
a cent tax on our sugar entering the United States prices
dropped and continued to go down until they reached the
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low level of P7.15 per picul. Whether the tax will be three
quarters or one-half of a cent it will be reflected in the
prices in the Philippines and the planters will be the sure
heavy sufferers.

Benefit Payments.—The new law provides for benefit
payments, but unfortunately the Philippine planters will
be left out of the scheme. The tax on Philippine sugar is
to be returned to the Philippine Government with the pro-
viso that no part thereof “shall be paid directly or in-
directly for the production or processing of sugar cane in
the Philippine Islands.” This is most unjust to the planters,
Since the planters will bear the burden of the tax and their
earnings will be adversely affected, it is only fair that they
should directly share at least a part.of the benefits from it.

TyDpINGS-McDUFFIE ACT

The new government set-up under this law was in-
augurated in November, 1935, and commencing with the
following year, 1936, the sugar provisions of the law were
enforced.

Quota,—This is 800,000 long tons raw. and 50,000
long tons refined, equivalent to 971,566 short tons raw
value, free of duty until 1940. The Jones-Costigan law
assigns to the Philippines a larger allotment, and although
for two years now the planters and centrals had been given
the option to fill the difference between the quotas of the
two laws, they have never taken advantage of it because
of the full duty. Shipping the sugar to the United States
and paying the full duty of 5.23 per picul will not‘pay the
planters and centrals,

The new sugar control legislation also would give
the Philippines a bigger quota but unless the full tariff
on the difference of the quotas is eliminated the bigger
quota in the law can never benefit the planters.
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Export Tazes.—Beginning with 1941 the export tax
shall operate, 5% of the full duty in that year and inereas-
ing 5% every year until it reaches 25% in 1945. If the
present full tariff of 1.875 cents gold per pound should
continue until 1945 the export taxes to be collected on Phil-
ippine sugar would be as follows:

1941 ... 0.09375 ¢ per Ib. ... P0.26 per picul
1942 ...01875 ” » ” ... 052 *
1943 ...028125 % “ * ... 078 » 7
1944 ...03751 7 * * . 105 " *
1945 ...046875 7 * » ., 181 » 7

With the present cost of production during the first
and second years of the tax the planters will be able to
continue in their business. Small planters, lessees, and
those having plantation milling share less than 60% will
be the first to feel the pinch of economic thinness. Dur-
ing the last three years it is extremely doubtful whether
the planters will be able to survive. By that time,
the small planters, the lessees and planters operating with
low plantation milling shares, shall have been eliminated in
the business,

The effects of this situation of the planters on labor
and social conditions will be very serious. The moment
the falling of income beging to register in the books of
the planters, these will be forced to adopt measures of
economy.

In the first place the give-the-laborer-work practice
during the off-seasons will be abandoned and instead of
one-half of the laborers being retained during the off-
season, thanks if one-fifth would be kept. Secondly the
planters will resort to the mechanization of work on the
plantations, using labor-saving machineries and imple-
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ments, The adoption of these two measures will result
in the throwing out of work and unemployment of thou-
sands of laborers. A third measure of economy would be
the lowering of wages to level unknown heretofore.

ILOW WAGES, LARGE NUMBER OF UNEM-
PLOYED LABORERS, AND THE INCREASING NUM-
BER OF SMALL PLANTERS AND LESSEES ELIMIN-
ATED FROM THE BUSINESS WILL CONSTITUTE
A GRAVE PROBLEM THAT WOULD ENDANGER
SOCIAL ORDER AND STABILITY.

Should the new sugar control legislation continue to
operate with its excise tax of .5 cent per pound during the
last five years of the transition period the planters shall
have to shoulder two taxes, If under the export tax alone
the planters will not be able to survive what chance will
they have under the two taxes? Their elimination in the
business will be surely hastened.

Full Tariff—The Tydings-McDuffie act provides
that after independence is granted in 1946 Philippine sugar
shipped to the United States will be subjected to the full
duty. Supposing the present rate of 1.875 cents per pound
which is equivalent to P5.23 per picul would remain in
force indefinitely which, however, is not possible because
American tariffs are revised from time to time according
to eircumstances and the revision is more likely to be up-
ward than downward, it is not difficult to foresee what will
happen to the industry. We need not, therefore, discuss
what chance the planters, centrals and the industry will
have of surviving.

Preferential Tariff~Supposing after independence
is granted and a trade agreement with a preferential tariff
is concluded with the United States will the industry sur-
vive? Would the tariff rate be better, that is lower, than
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that of Cuba? If no better but just equal to that of Cuba
how would the industry fare? Should the present Cuban
rate of .9 cent per pound continue it would mean a duty
of P2.51 per picul on our sugar. If at the rate of P1.31
per picul of export tax the planters will have to give up
their business, much less chance will they have to survive
under the duty of P2.51 per picul. The industry can not
compete with that of Cuba with her low production and
shipping costs either under the quota system or in the open
market if the sugar marketing control is disecontinued.

Other Markets—What is the chance of our sugar in
other countries of the world? Practically all Europe is
producing its own sugar and is protected with high tariffs.
Our neighbor China with her four hundred million people
is a potential market but the Chinese are consuming very
little sugar because of the low purchasing power of the
masses and it will be many many years before sugar would
reach the masses. Furthermore, the production of sugar
in China is monopolized by the government and to protect
the monopoly the duty on imports is prohibitive. Japan
produces in Formosa all that she needs. India is prac-
tically self-supporting alsc and when in need of more sugar
the British possessions supply it. Cuba and Java had to
reduce their preduction because they can not sell all their
crop. Under {hese circumstances our sugar has absolutely
no chance in other markets.

IMPORTANCE OF THE INDUSTRY IN THE LIFE OF
THE COUNTRY"

Sugar cane occupies 7.6% only of the total agrieul-
tural area under cultivation. Yet the value of its products
constitutes 46.4% of the total value of our agricultural
products.
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Annually centrifugal sugar and its by-products con-
tribute around P130,000,000 to the wealth of the country.

In 1932 sugar constituted 63% and today about 60%
of the total value of our exports.

The government derives about 409 of its revenue
from sugar and its by-products.

Investment of planters, centrals and others in the
industry amount to P575,025,070.00.

Approximately 1,980,000 people are directly and in-
directly dependent upon the industry.

Our sugar industry is thus a very vital factor in our
national economy. It is the life-blood of the country.

In 1934, in a report to the Secretary of War, the then
Governor-General Frank Murphy said of the industry as
follows:

“Sugar accounted for 63% of all income derived
from export trade in 1932. Remové it from the list
and a favorable visible balance of trade of $15,500,000
would have been converted into a negative balance of
$44,500,000.

“The total annual income from all sources is es-
timated at $200,000,000, sugar. comprising nearly
30% of the total,

“There are 10 banks in the Philippines and in
addition 3 private companies engaged in agricultural
financing. The total loans, overdrafts and advances
of these 13 establishments amounted to $72,500,000.
Of this about $34,000,000 or 47% is advanced on
sugar.

“Considering the Government-owned Philippine
National Bank alone its loans, overdrafts and advances
amounted to 322,500,000, of which $17,500,000 or
77% 1is advanced on sugar.
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“The Government-owned Maniia Railroad eol-
lected $2,300,000 a8 freight revenue in 1932, Of this
amount, neariy $1,000,000 or over 409, was derived
from handling sugar.

“The Philippine Railways in Ceby, Toilo and Pa-
nay, in large part guaranteed by the Government, also
derive the bulk of its freight revenue from sugar.

“Five of our leading provinces, Occidental Negros,
Oriental Negros, Pampanga, Laguna and Tarlac are
largely supported by taxation from sugar. Extreme
withdrawal of this s&pgort in these provinces would
seriously affect the public finances and be reflected
in cessation of public works and closing of schools.”

What will America and our leaders do with this great
industry so important in our national existence?

OUR PETITIONS

As the element that, together with labor, will be the
most adversely affected in case the industry is shattered
fo pieces, we are, naturally, interested in preserving that
industry. But we want to preserve the industry not for
ourselves alone but for the rest of the 1,980,000 people
dependent upon it and for our eountry that needs it, We
know that until now and for many years to come no other
industry can take its place. For our own part, therefore,
we present the following petitions:—

1. THE TEN-YEAR ECONOMIC TRANSITION
PERIOD. Planters and others engaged in the industry
have made plans and commitments for at least this length
of time and if no other arrangement with better terms ean
be effected, it will seem fair to allow them the necessary
period of time for adjusting their business.

2. THE EXPORT TAXES BEGINNING WITH

THE SIXTH YEAR OF THE TRANSITION PERIOD
BE ABOLISHED. The object of the tax is to provide
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funds for the payment of the country’s bonded indebted-
ness. We believe that the Government with the funds it
sets aside every year for the redemption of the bonds will
be able to pay the debt without the need of the tax which
will be an unnecessary burden to the planters.

3. THE NEW SUGAR MARKETING CONTROL
LAW OR ANY OTHER SIMILAR ACT THAT CON-
GRESS MAY ENACT IN THE FUTURE WITH THEIR
BIGGER QUOTAS, BE ALLOWED TO GOVERN THE
QUANTITY OF PHILIPPINE SUGAR FREE OF DUTY
ADMITTED INTO THE UNITED STATES.

4, WHILE THE AMERICAN FLAG FLIES OVER
THE PHILIPPINES ANY EXCISE TAX COLLECTED
ON PHILIPPINE SUGAR ENTERING THE UNITED
STATES BE RETURNED AS BENEFIT PAYMENTS
DIRECT TO PHILIPPINE PLANTERS. The industry
is already heavily taxed and the excise tax will make the
burden on the planters still heavier. To lighten the burden
Philippine planters should be included in the program for
benefit payments for American, Hawaiian and Puerto Ri-
can producers. The return of the excise tax to the planters
as benefit payments will enable them to improve consider-
ably the lot of the laborers dependent on them.

5. AFTER JULY FOURTH NINETEEN HUN-
DRED AND FORTY SIX IRRESPECTIVE OF THE
POLITICAL STATUS OF THE PHILIPPINES, FREE
TRADE BETWEEN THE TWO0 COUNTRIES SHOULD
CONTINUE INDEFINITELY.—Nothing short of free
trade can save and preserve our sugar industry.

In the American market our sugar does not replace &
single pound of American produced sugar. We are not,
therefore, competing with the American sugar producers.
In pleading for the continuation of the free entry of our

_ sugar into the American market we are merely asking for
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a share of the market which the American preducers them-
selves can not fully supply. In return for this privilege
our planters, laborers and others engaged in the industry
buy millions of dollars worth of American goods among
which are tractors and other farm implements, fertilizers,
trucks, automobhiles, cotton products, dairy products, ete.
We believe these free exchange of products are mutually
beneficial to the two countries and should be continued.

In submitting the above petitions we do not pretend
to claim that they are the best solution to our {rade rela-
t_ons with reference to sugar. If better arrangement that
would ensure the preservation and stability of the industry
can be effected we shall not oppose such arrangement.
However, being the element in the industry most vitally
concerned, we feel that in any future arrangement affect-
ing the industry, we are entitled to the consideration that
is due us,

Respectfully submitted,

CONFEDERACION DE ASOCIACIONES Y
PLANTADORES DE CANA DULCE, INC.

By: (Sgd.) OsCAR LEDESMA,
President.
MANILA, PHILIPPINES '
September 10, 1987.
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_ APPENDIX I

Digtrict Associaiions Confederated

Ne. Name ' Short Tons
‘8 Bacolod-Mureia ..............c0.vviininnnnns 46,131.867
A 5 T 11,444.540
8 Binalbagan ............ ... .. .ciieiiaia... 49,057.667
15 DAans0 ......cuviirierviiirintaniaiaaeanans 9,662.298
19 Hawaiian-Philippines ....................... 58,496.81%7
20 Isabela .......oiiiiii it it 29,824.225
22 LaCarlota ..........iiiiiiiiiiiiirnanans 73.694.606
24 Sagay {(Lopez) .......cciiiiiniiiiiinnnnnnn. 18,261.367
26 Ma-BR0 ..........cciiiiiniirii iy ... 44208974
28 Manapla ........ccionvrincne- et et 60,661.050
88 San Carlos ........c.ciiiiiii i tiraaa 87.697.706
44 Talisay-Silay .........ccciiiiiiiiinnnnann.. 47,776 447
42 Barotac-Dumangas (Santos-Lopez) ........... 13,205.669
17 Reglon Oestede Batangas .................... 30,792.008
TOTAL +.vvnvracinnenrrosrarssanananan 530,904.526

Non-Confederated Associations Subscribing to this Brief

No. ) Nams Short Tons
P T 40,733.885
9 Bogo-Medellin ...... e atraraeseanseseaEannn 9,078.140

85 Pasudect .........cchiiiiii it 66,997.927

B2 OImMoC ...ttt ittt ittt 6,755.972

OTAL .« .vvvriiciicannscsunnnssrnnnnns 123,665.924

GRAND TOTAL . .......covvnivnnnnnnannn 664,470.460
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APPENDIX 11
Philippins Production and Ezportation of Sugar During American (Ocoupation
EXPORT *
Produstiez " Pereent- Exporisio  Pereemi-
Yeur {Short toma)? Total agw ot the United  ageef
total valus States total
of ali (shart sngar
«xporis tons) exported
NoData 94608 23530 24,126 2550
No Data 71,860 1043 2,378 3.30-
No Dats 62,250 10.43 5161 918 .
No Data 108,682 11.67 5,644 519
No Dsata 94,9856 10.26 32,314 34.38
No Data 95,959 10.61 28,547 28.75
No Data 119598  15.16 48,061  40.18
136,614 142,697 13.95 13,071 916
158,168 141,002 1268 12,113 859
137,993 159,641 17.50 51,485 8227
180,048 142,558 16.06 §8,502 £1.04

228,238 133,899 17.78 111,002 82.90
213,586 230,429 24.70 208,856 89.77
178,825 217.237 17.84 147,876 67.93

260,692 173,429 1472 83,859 19.62
232,601 260,692 227 IRGET8 TLe8
872,017 232,600 21.02 81,315  B89.28
276,974 872,016 26.58 145,377  39.08
242211 226,972 1284 68,759 30.28
218,724 801,212 1169 116,933 88.82
234,457 149,979 13.44 35,449 2364

286,544 198,790 32.83 136,627 68.73
885,630 319,630 28.96 165,873 51.91
468,112 399,112 28.77 269,500 67.63
369,807 299,807 2859 254,141 BATT
342,730 894,436 30.98 331,646 84.08
548,508 502,778 3657 511.455 84.85
406,209 453,801 23.56 376,222 7136
590,597 €09,929 3233 560,318 91.87
633,867 628,243 30.66 588,831 93.73
771,360 767,055 32.06 739,601 96.42
867,006 820,089 38.00 812,610 99.0%
875,876 829,857 48.00° 825242 99.91
1,100,721 1,120,663 63.00 1,120,230  95.%7
1,263,973 1,189,011 61.00 1,188.948 100.00
1,678406 - 1,270,789 53.00 1,270,000 100.00
695,145 568,049 36.00 568,106 99.83
982,221 991802 4539 991,666  99.97

i Deta from 13502 to 1530 wers taken fromn Besort No. H:Unitaé&ﬂsmtl Gommkaba,
19, Dusts from 193l to 1938 were fakem from Reports of the Phillppine Susar Assoctation.
Al datx are crop years. Mustovada sugar from 1904 to 1311 inclusive. Mixed muscovado and
eentrifogal pugar from I81% $0 1881. AN eentrifusws] from 1922,

'nmmmmgfﬁﬂbms.ugmmﬁ. Al figures are for calendsr
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ArpEnpix I
Plantation Milling Shaves
Tatal Plantstion Wilfing Ehsres
MR Dintrict ;I-.d
Mo Nusne thone 0% % oY % " e
1 Araymt .........e.- 350
5 Bahmm ............. 18t 151
€ Bamban ............. 1,150 1,750
10 Cabimo .........c00n0 88 ]
11 Calambe ............. 1008 1,008
12 Calstagan ........... 8 3
18 Calumpdt ... ........ 414 414
18 De! Cormen ......... 14568 L4856
17 Don Pedvo .......... 828 58D 8
18 Xl Baal ............. 887 887
28 £14
34 878
35 e
45
e
: Bals ........... vers. 588 538"
8 587
15
18
20 177
x4 R4
28 1t
] 11
28 358
o8 -
83 201°
28 118
8 [
40 12
&
45
2384 201
46

Torasarcw AR P. I 21,498 11008 852 £008 14
PEMCEMTLON ...... 55.81% 3.049% 27.93% l.ﬁﬁ_ 11049 0.94%




APPENDIX IV

Number of Plantations, Their Management and Allotments

PLANTATIONS

MILL DISTRICT 1847 ALLOTMENTS IN POUNDS?
Total EXPORT DOMESTIE COMBINED
“Fotal HNo, Mo,
Not Under  Marming Per Per Par
No. NAME Lease?  Tnits ! Per Farming Por Farming Fer Farming
Total Plaptation Unit Tatal Flantation Wnit- Tatal Plantation Unit

12 Calatagan ....oeuve- e ee ey ey . 3 1 ki 9,851,215 8,288,798 127,987 896,320 208,440 11,628 10,746,585 8,582,178 139,566
18 El Real vvvvusrcaricannes e anrus . a8 48 448 4,385,440 22,875 18,740 1,011,796 2,757 2,258 9,407,235 25,682 20,998
11 Calamba .oivvvenriarann. P, 1,008 229 1,071 86,112,448 85,429 80,408 8,108,949 8,040 7.567 04,216,397 - 03,468 87,970
16 Del Carmen ...........-- et raaea 1,455 547 1,822 117,899,790 81,029 72,687 9,548,991 6,563 5887 127,446,781 #7,602 18,674
85 Pasudeco ..ovieiviiiiiirianans . e 72 442 1,108 123,619,266 127,180 111,664 10,376,687 10,676 9,366 133,995,853 137,856 120,735
1T Don Pedro overuriiviinirinarnnses Caveurs 6829 97 048 56,965,260 88,971 59,038 5,620,740 8,006 5,029 61,584,006 97,908 64,962
27 Mabalacat ...... PP PP . £34 21 236 5,034,088 21,617 21,336 2,192,481 9,369 9,290 7,221,669 20,887 80,625
13 Calumpit .....ounnian. e rranararrann 414 99 418 5,263,533 22,375 22,161 $1%,132 2,206 2,185 10,176,665 24,581 24,346
29 ManBORE ..vvvirnrnrracnnnranns henes b 604 121 807 3,470,471 5,754 5,725 4,624,529 TASL T.154 8,000,000 13,245 13,180
B Balanga ....vvivnnarisinincrasninininins 131 i ! 162 6,368,519 48,688 30,250 1,641,482 12,680 10,138 8,000,001 61,068 49,982
6 Bamban ..oviiiiviviiinrnennns Pevka e 1,760 A3 1,808 48,607,726 7,776 26,914 4,807,737 2,838 ) 63,219,163 30,408 29465
10 Cabie L iiin it iii i it i P 08 11 101 5,604,950 58,111 56,385 2,304,060 28,621 RE,802 8,000,000 81,632 79,207
1 Arayat e e iaiar e 380 113 411 18,149,784 47,762 44,160 1,765,946 4,621 4,472 19,905,732 52,388 48,432
456 Tarlase ... v.vesninnnn . 3,248 682 8,661 112,002,120 23,452 80,603 10,004,111 43,015 2787 122,096,231 36,468 33,350
34 Panigqui ......... e sy a e 876 211 909 16,354,729 18,6869 17,902 1,602,648 1,829 1,763 17,957,275 20,499 18,756
£ B 1 O AN Gld a8 614 3,874,666 6,308 6,309 4,126,335 4,644 4,644 3,000,001 10,952 10,958
Toralg AND AVERAGES LUZON ........... . 12,883 3,294 14,199 630,605,008 48,953 44,416 69,320,733 5,381 4,882 689,975,741 54,333 49,208

40 Bita. Aniceta .. c..iiiriiaranir i arr s 12 [ 12 9,201,188 782,584 782,505 638,921 53,077 53,077 10,028,058 835,671 834,671
T Bearin v e i e aaa 217 136 239 21,181,955 97,612 B8,627 1,707,128 T.867 7,143 22,880,081 106,499 095,770
28 8Ban Carles ... . viiiiiaarieii i ieana 190 80 183 69,709,017 360,889 361,186 5,486,395 28,715 28,427 75,105,412 305,765 889,613
23 Palma ... 201 153 274 16,818,581 83,674 61,281 1,185,658 5,899 4327 18,004,239 89,573 65,709
28 Manapla ........ e 459 254 406 111,168,727 509,662 278,814 10,153,372 28282 25,008 181,322,099 337,944 298,823
49 Ban Isidro ...onnnnan. 751 B0 995 18,904,670 26,172 19,008 1,684,994 2,081 1,688 20,429 664 27,208 20,582
B2 L Carloka .. .. veiiiaiariiaarain e 184 a8 213 187,008,325 745,009 643,664 10,290,886 (5,929 48,314 47,589,211 801,028 91,968
20 Jaabela ... cieirerrririiar e 177 137 226 54,507,830 307,954 241,185 5,140,520 29,042 23,746 59,648,450 356,997 263,931
A BaIB i iii e et b 425 850 75,110,366 140,131 115,654 6,857,414 11,861 9,781 81,467,770 151,992 125,835
A6 VietorinB .. ..ooovvinrviiarane PPN 184 96 149 80,653,775 601,894 541,500 7,095,786 52,954 47,6328 87,749,561 654,847 588,028
10 Hawallan-Phil. ..o 208 148 211 109,380,385 530,730. B18,153 1,592,269 86,856 96,182 116,922,654 667,686 554,185
3 Bacolod ............... Fee i debeaar s 361 280 438 85,108,017 255,766 194,211 7,165,297 19,821 18,336 95,263,314 263,887 217,496
26 Ma-ao . civiiininirinrren, e b6 289 448 81,204,404 230,068 182,882 6,695,544 18,802 14,941 B8,h97,943 248,870 197,762
& Binalbagan ................ vy i1i¥] 460 T48 50,715,308 158,988 121,274 7,402,031 18,055 9,896 08,115,344 178,043 131,170
44 Talisay-Bilay ...oviviannn vaaey P 189 B 166 80,008,818 640,815 596,167 6,548,007 47,116 39,458 95,652,896 687,431 575,684
15 Danae ................. Ceabaeaaaa [P ] 24 47 17,650,386 490,288 375,546 1,874,200 48,506 -35,621 19;824,595 586,704 411,161
24 JODEZ .t iiiarae e ranaea et raaans 120 78 21 32,918,149 214,318 1,218,190 3,604,586 30,038 133,508 36,622,735 304,356 1,352,694
23 LeoNOr .. iiviiirir et e 11 6 11 4,376,132 307,884 397,685 1,727,371 106,120 106,120 6,104,130 504,004 504,005
ToraLs AND AVERAGES NEBOROS ........... 4,562 8,328 65638 1,105,549,648 5242 871 6,199,091 91,977,466 20,206 16,564 1,197,527,104 268,077 #16,654

I -Y:1 2 o - S veegns 632 265 6325 31,075,188 68,412 48,937 2,093,332 2,946 3,306 33,174,520 62,358 52,248
o ) - 123 BO 128 26,918,357 218,548 210,299 2,021,064 16,428 15,797 28,940,321 285,287 226,006
48 Bara-Ajuy .....e0iaiee. baiaaaan [ 138 T3 155 12,639,668 00,366 20,900 1,070,889 7,768 6,907 18.610,201~ 98,624 /7,807
42 Santos-LoPeZ v.vuriirivariiiiair it 405 204 420 24,328,900 80,074 7,028 2,081,430 5,189 4,966 26,411,839 65,818 62884
25 Lourdeg .....ocouiiiiiiiinanniannina, ' 40 30 41 1,367,280 " 34,182 33,348 1,862,304 46,557 45,422 8,229,503 80,739 8,70
21 JANIUAY i i 664 405 7056 11,570,699 17,426 16,412 1,295,219 1,951 1,837 12,866,918 19,377 18,249
TOTALE ANB AvERAGES PANAY .. ... .. ... 1,902 1,087 2,084 107,800,895 568,678 651,728 10,430,997 5,484 5,006  118,221.802 62,162 56,738

S 1,220 617 1,250 14,163,296 11,609 11,330 1,425,472 1,188 1,140 16,688,768 18,777 12,471
9 Bogo-Medellin o\ avasirarmrarnininiarriear 346 43 . 34 16,241,187 48,929 46,536 1,915,114 5,h25 5,487 18,156,281 52,475 52,023
TOTALE AND AVERAGES CBBU ..\ iicvoaina 1,566 660 L1590 80,404,463 19,415 19,014 8,340,586 2,183 2,080 93,745,040 21,548 21,104

42 Ormoce ...... e U 203 230 20 12,184,187 40,046 87,919 1,377,118 4,547 4,506 13,511,745 44,604 42,224
37T Rosario v.uiiuiniineiieiiniraiviavsnavsees 267 186 9 1,423 b b 7,908,671 29,957 28,669 8,000,000 29,962 28,674
TOTALY AND AVERAGES LEYTE ... 0uvun. 570 416 £ 18,185,590 21,291 20,260 9,376,365 16,460 16,654 21,511,945 arT41 35014

30 'Torars AND AVERAGES MINDORO ........... 20 13 ) 17,445,238 872,161 601,491 1,405,090 44,836 48,451 18,848,326 942,416 640,042
TOoTALS AND AVERAGES PHILIPPINE IstANDE 21,403 8,732 24063  1,908,088.5840 88,586 TI126 185,861,217 8,647 7.724 2,089,840.057 27,233 86,849

LThe data in these columme wore taken from Bissinger, G. HePhilippine Sugay antrol T1f, Bowny Cihe Parm Operstors in the Philippines, Vol 11, Mo, 12, 1038,
T The ablotmente in this and Appendix V were taken from the Sugar Orders of the Sugar Section, Offiee of the High Commissigner, and of the D ti

Hupar Admi latrution
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APPENDIX V
Number of Planters and their Quotas

PLANTERS

MILL DISTRICT QUOTAS IN POUNDS (1937)
NO. (1) EXPORT DOMESTIC EXPORT AND DOMESTIC
Per - Per Fer

No. . NAME Owner  Lessee Total Total Planter Total Planter Total Planter
12 Calatagan ........cooviiiiiiiiini 2 75 s 9,861,215 127,938 895,320 "W,628 10,746,535 139,665
18 ¥] Rea) ...... e eateeanas e 519 129 4438 8,295,440 18,740 1,011,785 2,258 9,407,235 20,998
11 Calamba ........ coeiiiniiiiiaain. 780 200 1,070 86,112,448 80,479 8,102,948 7,574 94,216,397 88,052
168 Del Carmet .....ccoveinviiiaiiiain-n weann 924 6488 1,612 117,897,790 73,138 9,548,991 5924 127,446,781 70,061
35 Pasudeco .........e-iiiiliin, PR 531 576 1,107 123,619,266 111,670 10,376,587 9,373 133,995,853 121,044
17 Don Pedro .., ...eivcesrmrcnancasrnannases 532 416 948 55,963,266 59,033 5,620,740 5,936 61,584,005 64,962
27 Mabalacat ... iiiiie i 213 23 236 5,035,088 21,335 2,192,481 9,290 7,227,569 30,625
13 Calumpit .vveon i i e 315 102 418 9,263,633 22,162 913,132 2,185 10,176,660 24,346
29 Manaofg ..:c.ovceevecuin. e ararenan hean 483 124 607 3,475,471 5,726 4,524,529 7453 8,000,000 13,180
B Balanga ... i i ia 61 96 157 6,358,619 40,500 1,641,482 1,048 18,000,001 50,955
68 Bamban ........ciieiiiiiia it 1,237 566 1,803 48,607,726 26959 4,607,737 2,666 53,215,463 29,514
10 Cabian ... ettt et iaraaanas 81 14 101 5,634,950 56,386 2,305,050 22,822 8,000,000 79,203
1 Arayat ..... e eteieaasiaiearetaaaey 268 143 411 18,149 784 44,160 1,765,946 4,772 19,805,730 48,432
45 Tarlac ...t e i e a,v2 931 3,658 112,002,120 30,618 10,094,111 2,759 122,006,231 33,377
34 Paniqui ........ e e e 568 337 0905 16,354,727 18,072 1,602,648 1,771 17,957,275 19,842
31 Nowte L. i e i e 571 37 614 2,873,666 6,309 4,126,335 6,720 3,000,001 13,029
Totals and Averages Luzon -.......... 9,624 4548 14172  630.655,008 445000 62,320,733 4,891 699,975,741 49,391
40 Santa Aniceta ...... eretaamaaaarre iy ] 6 12 9,391 138 782,595 636,921 53,077 10,028,069 835,671
T Bearin L, oive.iieveaiauraroasarioitnaasaas 81 158 239 21,181,956 88,627 1,707,126 7,143 22,889,081 95,770
38 Ban Carlos ....ciiiiriiciiamnrinia i 117 78 193 69,709,017 "361,187 54863956 28,427 75,195,412 389,613
83 Palma ......-cc0iiiteininrisrniainnnsainiann 48 227 276 16,818,658 61,58 1,185,658 4,311 18,004,230 65,470
28 Manapla ........ e aeaaaeaan Cheeaees venas 106 289 404 111,168,727 275,170 10,153,372 25,132 121,522,099 200,302
39 San Isidro .... v ciiaieiieciiininaiaaas 182 813 995 18,904,670 19,000 1,524,994 1,533 20,429,664 20,632
22 La Carlot® ...covivnnirninnnnnennncananans 87 126 213 137,098,325 642,654 10,200,886 48,314 147,380,211 691,968
20 Tsabelg .....evaeeun e e e 39 187 226 54,607,830 241,186 5,140,620 22,746 53,648,460 263,931
4 BAIS ..ot iirii i i i 111 536 647 75,110,356 116,090 6,357.414 9,826 81,467,770 125916
48 ViIctorims . ....eervariannnrcrn e 37 112 149 80,653,776 541,301 7,095,786 47,623 87,749,661 588,923
19 Hawaiian-Phil, ..... ... iiiiiiiaiiiiaianns - BB 156 211 108,330,365- 518,158 7,602,260 35,982 116,922,634 554,126
3 Bacolod-Murcia ........coveeiiiiiiians 82 355 437 85,108,017 194,755 7,155,207 16,374 92,263,314 211,129
26 Ma-mo0 ......... e e e e 70 77 447 81,904,404 183,231 6,693,644 14,974 88,607,948 198,206
8 Binalbagan .....ci0iieiiiiii i 121 626 746 90,713,303 121,600 7,402,031 9,922 98,115,334 131,522
44 Talisay-Silay .....ocoivireiiiianiarens 45 121 166 89,003,813 536,168 6,549,077 89,452 95,662,896 B75,018
168 DAROBO . .veeiiiiinrneiin e cininnraaannans 12 35 47 17,660,386 375,540 1,674,209 35,621 19,324,605 411,161
24 Lopez ............ e e areree e 42 85 127 32,918,149 259,198 3,604,586 28,382 36,622,736 2RBT,680
23 LeONOT ot urnnien et rar e b it 5 6 11 4,376,732 397,885 1,787,371 57,033 6,104,103 554,918
Totals and Averages Negros .......... 1,245 4300 5,545 1,105,549,648 199,378 0197745 6,688 1,197,627,104 215,965
2 ASTUTIAE . o-vicuiiii et a e anaas 269 368 635 21,075,188 48,937 2,009,332 3,306 33,174,620 52,243
T o0 1 % 78 5O 128 26918357 210,300 2,021,964 15,797 28,940,321 226,096
43 Sars-AjJUY o iiirtiirieiiaseseeaiaanas 85 a0 155 12,639,662 80,900 1,070,639 6,907 13,610,201 87,808
42 Santos-LoPeZ ..oveererrererennarancinranns 201 218 419 24,329,900 53,067 2,081,433 4,968 26,411,339 63,034
28 Lourdes .......caiiiciiceciianiaiiaaaaaes 11 30 41 1,367,289 33,349 1862304 45,426 3,229,603 78,771
21 Janiuay ... Ve 266 439 7056 11,610,399 16,412 1,205,319 1,837 12,865,018 1,815
Totals and Averages Panay ............ 888 1,195 2,083 107,800,895 51,753 10,430,997 5,008 118231,892 58,760
14 Cebu ... il P A 634 1,242 14,163,296 11,404 1,425,472 1,148 15,688,768 125,513
9 Bogo-Medellin ,............ e 43 349 16,241,167 46,636 1,915,114  b,487 18,156,281 52,024
Totals and Averages Cebu 877 1591 30404463 19,700 3,340,586 2,100 33,745,040 21210
32 Ormoc ....viiiaiean et et e 246 320 12,134,167 37919 1,277,778 4,306 13,511,945 42,225
37 Rosario ..........cc.eee... - 198 279 1,423 5 7,998,677 28,669 8,000,000 28,674

444 599 12,135,590 20,260 9,376,355 15,653 21,511,946 35,913

Totals and Averages Mmdoro .- ........ 7 22 25 17,448,226 601 491_ 1,405,090 48,451 18,848,326 649,942
Totals and Averages Phil. Is. ......... 12,838 11,186 24 018 1,902,988840 79, 27{) 185,851,217 7,738 2,089,840,067 B17,008

1 Token from ansing’er. G. H., Philippine Sﬂgnr Contro]l 1V, Range and Dlstributmn of Production Allowsnce, SUGAR News, Vol. 18, Nn. 6. pp. 209-214.
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- FOREWORD

N APRIL 14, 1937, announcement was made by the State Depart-
ment, throngh Hon. Francis B. Sayre, Chairman of the Interde-
partmental Committee on Philippine Affairs, that President Roosevelt
had approved “the setting up of a Joint Preparatory Comniiltee of
Ameriesn and Philippine experts to study trade relations betwm the

United States and the Philippines.”

The personnel of the Committee, approved by President Roosevelt
for the United States, and President Qnaan, for the Commonwealth

of the Philippines, follows:

Hon. Francs B, Sates,
Am&wefay of State,
Chairman.

American Group

Josere E, Jacoss, Vice Chairman of the
Commitiee, and Chairman of the
Americon Group. Mr. Jacobs is Ghief
of the Office of Philippine Affairs, De-
partment of State,

Lywwx R. Epuivster, Chief Ecomomiic
Analyst, Diviion of Trade Agree
ments, Department of State,

Corongr Donain C. McDonars, disisi-
ant to the Chief, Bureau of Insular
Affairs, War Department.

Camz. Rowsins, Awisant Chisf, Sugsr
Saetxoas, Agﬁeu&urd ddjustrment Ad-
ministration, Deparimens of Agricud
ture.

Fank A. Wanine, Senior Economisi,

- United States Tariff Commission.

Philippine Group

Jose Yura, Viece Chairman of the Com-

mittee and Chairmun of the Philip-

G!Bup. Mr. Yulo is Secretary of
f:l!uee of -the Phlhppme -

Co Bﬂ!ﬂ'ﬁ,D B
:;:aﬁmmcy :;:ifdﬂed =

Joaquew M. Erzanx, Member of No

_Qum?am,xmém&mm

sioner in the United Stoies for the
Commonwesith of the Philippines,
Josz E. Rosezs, Floor Leader, Majority
Party in the Philippine National As-
sembly, :
Manoer Roxas, Floor Ledder, Minority
‘;z!;n the Philippine National As

On July 12, 1937, it was announeed that Honorable John Van A.
MacMurray would act as Chairman of the Joint Committee.

It is 1o that distinguished Committiee and te its members this

brief is respectfully addressed.

-
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MR CHAIRMAN
and .
MEMEERS OF THE COMMITTEE:

Students of history will find no parallel or precedent in the annals
of human events for cither the past or present relationship between the
Philippine people and the American Government.

As we approach 2 termination of this relationship, we shall either
carry on under the established policy of 39 years, or abandon it and subject
ourselves to the condemnation of intelligent thought throughout the world.

Fortunately, an abandonment of the traditional policy is not neces-
sary. No selfish consideration can justify a change. Clarification is ad-.
visable, removal of uncertainty is necessary, and an agreement on a definite
fixed program in accord with our past policy is essential. Certainty for a2
fixed period is as important from the international viewpoint as from
considerations of reciprocal trade.

‘While the future of Amencm-Ph:llppme relationship cannot be
determined solely upon the basis of sugar, copra, abaca or any other com-
modity, these are the major present blood streams that keep alive a valuable
trade between the two countries.

‘The control and direction of this relationship has been with the
American Congress, which, with the approval of our Presidents, has always
followed the initial policy of guardian and ward, a trusteeship of as high
and moral an obligation ss that of parent and chﬂé but of even greater
responsibility because created by a great nation in its treatment of a de-
pendent people whose destiny it had assumed by force of arms.

In dealing with the future, in making plauns for the immediate years
ahead of us, whether in carrying out the 1946 plan agreed to, or in shortea-
ing that pericd, or in specific preparation of conventions at the conclusion -
of any determined period, there must be a sustained consistency with past

policy. :

‘When your distinguished Committee makes its report to President
Roosevelt to be transmitted for acceptance or rejection to the American
Congress, and to Presideat Quezon for acceptance or rejection by the
Philippine Assembly, the necessity of keeping in mind a complete under-
standing of the past, with its fine inspirational history, is obvious, that it may
not be changed in any way from that clear period of mhghﬁened advance-
ment in political fnadamcntzls, with its Christian philosophy in 2 part of
the world where it is not so well known.

If there be some deviation here from the immediate subject of
sugar, with which this brief is primarily concerned, it is because no single
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item of commerce can be segregated from the rest, and the question
of commerce cannot be understood without some knowledge of its political
origin and growth.

Fortunately, the rest of the world will consider our future relation-
ship to the Philippines with an understanding indulgence. They would put-
sue the same coursc under similar circumstances. All foreign pations will
expect & transition period for readjustment, unless a covetous eye, or a
grasping hand interferes with the broad principle of the status of guardian
and ward. ‘The American people can hardly be expected to say: “You
are of age”, “be on your way”, “we are through with you”, The world
knows we will never forget the Philippines and that the Philippines will
never forget us. No one expects a permanent dividing curtain to fall,
shutting out the past and obscuring the glorious pages of American-
Philippine history.

Because of a war with Spain in 1898, the Philippines came under
the sovereignty of the United States. For 39 years since American Occupa-
tion, on August 13, 1898, the course of the Philippine people has been
charted by the United States.

‘Whatever mistakes have been made in the enactment or enforce-
ment of laws passed by the American Congress, an impartial observer will
record America’s achievement in the Philippines as unique in history for
unselfish interest in 2 depeadent people. The record of the Filipinos is one
of cooperation and appreciation.

HISTORIC BACKCROUND

Under the Treaty of Paris, which terminated the Spanish-
American War, Spain ceded to the United States the entire Philippine
archipelago. Article IV of the Treaty provided that the United States
would, for ten years, admit Spanish ships and merchandise to the ports of
the Philippines on the same terms s ships and merchandise of the United
States. This became later an important factor in determining the com-
mercial relations between the United States and the Philippines. The
Treaty also provided in Article X, that the civil rights and political statas
of inhabitants of the Philippines would be determined by Congress.

‘The acquisition of the Philippines raised the Constitutional ques-
tion of whether this possession, inhabited by people entirely differeat in race,
culture, customs and civilization had ceased to be 2 “foreigh country™.

This was decided in 1901 by the United States Supreme Court in
the Insular Tariff Cases, under which decision the Philippines became 2
territory “appurtenant” to the United States, but not a part of the United
States, within the revenue clauses of the Constitution.
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Early Civll Government

Following the decision of the Insular Tariff Cases, Congress es-
tablished a civil government in the Philippines by the Organic Act of
July 1, 1902, In that act, the Filipinos were given practically the same
guarantees of individual liberty as are incorporated in the Constitution of
the United States. The Governmeat was cstzblished on the pattern of the
American Government, consisting of three scparate departments, the Ex-
ecative, Legislative and Judicial,

The next important legislative enactment affecting civil govern-
ment was the Jones Act of 1916, in which Congress gave the Philippine
people an enlarged autonomy and 2 greater participation in the conduct of
their domestic affairs.

For the thirty-six years prior to the enactment of the Independence
Act, the Philippine status was uncertain, At one time it was considered a
part of the United States within the American unit; at another it was re-
ferred to a8 a forcign coeatry cutside the Iimits of the United States,

The United States cxercised complete and absolute control over the
Yslands. The Governor General of the Philippines was the agent of the
‘War Department in the administration of the Philippine Government.

American sovereignty was universally recognized, and the Philip-
pines, in the international sense, was a part of the United States.

Bespite these uncertainties, the Philippines steadily mhnued
progress in government, commerce, and public welfare.

Commereial Relations

Commerce betweea the United States and the Philippines, prior to
the Independence Act of 1934 was tontrolled by the United States tariff acts.

The tariff policy of the United States underwent four phases of
development. ‘The first phase covered the period from the date of Ameri-
can Occupation in August, 1898 to March 8, 1902, This was characterized
by no tariff reductions or preferences, as though the relationship was that of
foreign countries. )

‘The second phase of trade relationship occurred during the period
from March 8, 1902 to August 5, 1909, during which tariff concessions were
granted on products of the Philippines entering the United States. The
American policy during this period was embodied in the Act of Congrens
of March 8, 1902, providing for a reduction of 25% in the tariff on Philip-
pine products. But no corresponding reduction in the Philippine tariff
was granted on American goods entering the Philippines, due to the pro-
vision of the Treaty of Paris, giving the same treatment to Spanish
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merchandise and ships entering the Philippines accorded to goods and
vessels of the United States,

The third phase of American tariff policy towards the Philippines
was characterized by the establishment of free trade with certain limitations.

Free Trade

This was brought about by the cnactment of the Tariff Act of
August 5, 1909, when the tea-year period provided in the Treaty of Paris
expired. Reciprocal trade permitted Philippine products, (with the excep-
ton of rice, and certain quantitative limitations on Philippine sugar, cipgars
and tobacco} to enter the United States duty free, provided such products
did not contain more than 20% of foreign materials in value. Corcurrenty,
American products, {except rice} entered the Philippines free of duty,
without any limitations as to quantity or materials used in manufacture.

The fourth phase of American Tariff policy which was still in
force at the time of the enactment of the Independence Act, was inaugue-
rated by the Tariff Act of October 3, 1913. The essential change in policy
was the removal of the Iimitations on the quantity of Philippine sugar,
cigars and tobacco provided in the Act of 1909 and the elimination of the
exception on rice. Except for the limitation on the foreign material con-
tent of Philippine products granted duty free admission, the Act of 1913
established complete reciprocity in commerce and trade,

" 'The undeslying purpose of Congress in establishing free trade
was to give special preferences to Philippine producers, and enable Ameri-
can exporters to enjoy the Philippine market.

As analysis of free trade will demonstrate that Philippine prod-
ucts received only an incidental tariff prorection in the American market,
since the tariff laws were enacted primarily for the purpose of giving pro-
tection to goods produced in the United States. Sugar, coconut oil and
other Philippine products received American protection only because of
their being identical with or similar to products produced in the United
States and protected under the American tariff laws.

Conversely the Tariff Act in force in the Philippines since its ea-
actment by Congress in 1909, contained specific provisions giving direct
protection to American products entering the Philippiaes against competi-
tion of similar foreign products. In enacting the Philippine Tariff Act,
the United States decided for the Philippincs which American products
should be protected in the Philippine market,

The United States Tariff Commission Report No. 18, 1931, in an
analysis of this subject found that—
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The proportion of the United States products enjoying
tariff preferences in the Philippines under duty-free trade rela-
tions has never been less than 97 per cent while the proportion of
Philippine trade so favored in the United States has ranged from
as low as 22.5 per cent (during the World War year 1917-18)
to a maximum of 77.8 in 1929. :

When free trade was being considered by Congress in 1909, the
Philippine people, through their Assembly, opposed its establishment in
& petition which they submitted to Congress, on the ground that—

® & # frce trade between the United States and the Islands
would in the future become highly dpreinéicial to the economic in-
terests of the Philippine people and would bring about a siteation
which might hinder the attainment of the independence of the
said people,

Despite this protest, Congress deemed it advisable to establish free
trade in order, in the words of the late statesman, Elibu Root, that the
United States duty towards the Philippines would be fulfilled “by giving to
them the opportunities to national power, to grow M the accumulation of
property and the diffusion of wealth lying at the foundation of civilization.”

The late Congressman Oscar Underwood, speaking on the floor of
the House in support of his proposal in the Tariff Bill of 1913, removing
the limitations on Philippine products, portrayed the situation of American-
Philippine trade relations as follows:

We could not honestly face those dependent people who
give us free trade in their markets if we close our doors here * * ¢
Because we do not want to stand and face that world in such a posi-
tion as that and sy (to the Filipinos) that under our law we com-
mand you te open the door, 8o that American goods can flow iato
your country, use we have the power to do it, and thes turn
around and say to them that on the only thing they can import,
practically, into our country and make a market for we will close
our doors and prevent them developing their trade. I say that ns
truc-born American citizen who faces the question fairly and
squarcly and understands the sitvation will consent to that.

Benefits of Free Trade

Notwithstanding the difference in the application of reciprocity
to the commerce of the two countries, the result of free trade has been
mutually advantageous. v

With the opening of the tariff protected American market to their
products, the Philippine people were able to develop sugar, coconut oil
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and other industries, which have later become the foundation of their
econemy and the main soarce of their income,

Governor General Frank Murphy in his last message to the Philip-
pine Legislatare, November 14, 1935, ssid:

" ’;;d',!‘h.e p;bﬁmeﬁsﬁnhumdm&e
wealth crea uring the Years are 100 numerous o catalog
fully. A few may be sketched:

1. Higher standards of diet, clothing and housing have
m&eFﬂipinohborerfﬂMﬁemeﬁchheﬁmly

2. State funds have been provided out of which rail-
ﬁgﬁghmmbﬁdgqmémmbmbmghtiﬁom
g

3. State payrolls make possible the hi aversge salary
for government employees and the Jargest per capita to be
found in the Orient or Tropics.

4, Private capital is available for investment in m
mills, oil mills, stores and offices, land and houses; capital that
beea used to modernize the old industrics and create new ones,

5. Less tangible but equally important are the require-
ment of better health, wider education, and higher scieatific and
artistic culture, and all the chein of advanciag social standards,
which come withi an expanding and diffased economy.

The free trade arrsngement gave the United States 2 virtoal
monopoly of the Philippine market. )

Daring the last ten-year period of the Spanish regimé, from 1885
to 1894, of a total of $111,307,961 of merchandise imported by the Philip-
pincs, the United States supplied only $3,202,432 or 2.87 per cent.

During the first ten-year period of American sovercignty, but
before the establishment of free trade, from 1900 o 1909, of a total
value of $298,936,198 of Philippine imports, the United States supplied
$45,459,084 or 15.21 per cent. .

After the establishment of free trade, of the total $1,121,124.-
419 of merchandise purchased by the Philippines for the ten-year period,
1924 to 1933, the United States supplied $684,361,998 or 61.04 per cent,

These figures portray & concrete picture of the metamorphosis of
Philippine commerce from one distributed to countries ¢f the world, before
American occupation, to one largely confined to & single country. :
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Ofiers of Independence

Soon after the Philippines came under the sovercignty of the
United States, the Philippine people were informed that America'’s object
was to administer the affairs of the Islands in their behalf and that eventu-
ally, if they desired, they would be given their independence.

Every President made public statements of this intention. Presi-
dent Wilson, in a message to the Philippine people in 1912, said—

We regard ourselves as trustees, acting, not for the advan-
tage of the United States, but for the benefit of the people of the
Philippine Islands. Every step we take will be taken with a view
to ultimate independence, and we hope to move towards that end
as rapidly as the safety and the pernmnent interests of the JIslands
will permit,

The Organic Act of 1916 embodied this American policy to with-
draw “sovercignty over the Philippine Islands and to recognize their inde-
pendence as soon as a stable government can be established therein.”

The Philippine people repeatedly petitioned Congresy to grant
their indcpendence and mission after mission was sent at intervals to Wash-
ington for this purpose.

The First Offer

In 1931 Congress began extended study of 2 bill providing for ulti-
mate independence. It passed the first independence offer, by an over-
whelming vote, but the offer met with the disapproval of the then President
of the United States who vetoed it. ’

The House, on January 13, 1933, and the Senate, on January 17,
1933, passed the messure (by more than two-thirds majority in each case)
over the Presidential veto.

The original offer was not to become effective until approved by
the Philippine people. It was, accordingly, promulgated through the
Governor General, and the Philippine Legislature met to consider the
proposal.

The result was.rejection of the first offer of independence con-
tained in the Act of 1933,

The Second Offer

The Honorable Manuel 1. Quezoa, now the distinguished Presi-
dent of the Commonwealth of the Philippines, then visited the United
States with a2 Mission to negotiate with President Franklia D. Roosevelt,
and with Congress, a new offer of Independence.
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. After several conferences between the Philippine Mission, the
President and leaders of Congress, a second Independence offer was passed
by Congress, approved by the President on March 24, 1934, '

H ‘This sccond offer differed from the first offer in some respects but
there was no change in the economic provisions.

4 Signifcant Historical Fact
: Here develops a fact having a direct bearing upon the study which
your Committee is making of this subject.

' The Philippine Legislature, after examining the terms and con-
ditions under which the original independence offer was made by the
Congress of the United States, rejected that offer because the conditions were
not satisfactory to the Philippine people.

. When the President of the United States, on March 2, 1934,
recommended the renewal of the second Independence offer he stated:

I do not believe that other provisions of the original law
need be changed at this time, Where imperfections or inequalities
exist, ] em confident that they can be corrected after proper hear-
ing and in fairness to both peoples.

The second Independence offer was passed by Congress and ap-
proved on March 24, 1934, :

The: Philippine Senate and House of Representatives, in joint
session, on May 2,.1934, passed a concurrent resolution accepting the second
offer, and expressing the gratitude of the Philippine Legislature and the
Philippine people o the President and the Congress of the United States
and to the American people, .

In the preamble to the Philippine Legislature’s resolution, will be
found the following:

Whereas, although the Philippine Legislature believes
that certain provisions of said act need further consideration, the
said Legislature deems it its duty to accept the proffer of indepen-
dence thus made by the Government of the United States—

{a) Because the Filipino peoplecannot, consistent with
their national dignity and love of freedom, decline to accept the
independence that the said Act grants, and :

{b) Because the President of the United Stetes in his
message to Congress on March two, Nineteen Hundred and
‘Thirty-Four, recommending the enactment of said law stated: “I
do not believe that other provisions of the original law neced be
changed at this time, Where imperfoctions or inequalities exist,
I smn confident that they can be corrected after proper hearings
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and in fairnesa to both peoples” 2 statement which gives to the
Filipino people reasonable assurances of further hearings and due
consideration of their views.

The message of the President becomes part of the official accept-
ance by the Philippine Legislature of the offer of independence.

Following the adoption of a Constitution, the Commonweelth of
the Philippines was established during a memorable ceremony on November
15, 1935. At 2 Joint Session of the Philippine Senate and House, the Vice
President of the United States and the Speaker of the House of Representa-
tives accompanied by a distinguished group of United States Scnators and
Congressmen and their wives were present. ' :

The American Vice President said:

) Qur trade relations have grown to such proportions that
you have until recently ranked as our eighth best customer, and,
throligh the laws passed by our Congress, we have not only been
your best customer, but practically your sole customer.

_ Trade relations of a beneficial character rest exclusively
upon two things: the ability to sell, givin%ﬁm ability to buy.

Qur great President, Franklin D). Roosevelt, in sending
the Iast independence bill to Congress, accompanied it with & rec-
ommendation that where there were inequalilies in our trade re-
Intions, they should be adjusted by a Commission representing
both peoples who could arrive at an equitable decision which
wounld preve advantageous to our 120,000,000 people and to
your 14,000,000 people.

And this, I hope, after thoughtful consideration and in-
vestigation, will be worked out to the mutual advantage of both
pations,

The late Speaker Byraes, following Vice-President Garner, said:

When the time comes for the Republic to replace the
Commonwealth, we believe that the conduct of its affairs during
this period will so impress the nations of the world that the new
Republic will begin its career with not only the old friendship of
my country, but that al} the enlightened nations of the earth will
vhite in its protection and in the preservation of its sovereignty,

The great American Nation will warch your develop-
men!t‘ wgh keen interest and, wherever we may, will extend a help-

- ing hand.

You raise products which are not raised in the United
States. 'We sell you manufactured articles which are not made in
your country, We believe that the President’s Commisgion will
work eut an equitable plan heneficinl to both our natiens, and
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that the result of its recommendations will strengthen the ties
that will become strenger with the years.

The Senate Committee on Tetritories snd Insular Affairs, in its
report on February 24, 1932, recommending the passage of the first Inde-
pendence offer, stated :

. Twenty-five years ago free-trade relations were estab-
lished between the United States and the Philippine Islands, This
was done by the American Congress against the expressed desire
aad despite the apposition of the people of the Islands. As a conse-
Szcnce of free trade, Philippine industries and trade with the

nited States have developed on that basis.

This arrangement resulted in ao artificial stimulation
in the production of certain articles and manufactures in the Phil-
ippines, and an extraordinary increase in the volume of American-

hilippine trade with 2 corresponding decrease in the trade of the
Islands with foreign countries.

Obviously the existing freec trade relations between the
United States and the Philippines cannot be texmiunated abruptly
without serions injury to Philippine economic interests and Ameri.
ean trade with the Islands. Both reguire z definite time to prepare
for the change. Investments made on the basis of free trade must
be given time for adjustment or liquidation without loss. Philip-
pine interests must be given time to establish themselves on 2 com-
petitive basis before they are placed outside of the tariff walls of
the United States.

DEVELOPMENT OF THE SUGAR INDUSTRY

‘When Magellan discovered the Islands in 1521, he found that the
Filipinos were already engaged in the growing of sugarcane. .

The development of the sugar industry in the Philippines may
be divided into three stages: first, during the Spanish Regime, prior to
- American QOccupation; second, during the first ten years of American sov-
ereigaty; and, third, during the establishment of frec trade.

Under the Spanish Regime, the industry in the Philippines was
in a reasonably high state of development. It was established on 2 com-
petitive basis with the other sugar producing countries of the wotld. Pro-
duction was then, as it is now, carried on by small farmers each of whom
installed on his little farm a wooden mill powered by a carabao. Under
such equipment sugar of the low grades, commercially known as muscovado,
pilon, and panocha was produced, and found a world market.

During this period, sugar constituted from 30 to 50% of the value
of all agricultural products exported from the Philippines. In the last
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four years of Spanish Regime, from 1892 to 1895, an average of almost
300,000 short tons of Philippine sugar was exported, while in 1895, 376,402
short tons was shipped abroad, sn exportation not cxceeded until twenty-
scven years later,

It is significant to mote that during the Spanish Regime, the
United States was the best market of the Philippines for its sugar and at
one time as high as almost 70% of its total sugar exports went to the United
States.

With the outbreak of the Philippine revolution against Spain in
1896 and against the American Army of Occupation in 1899, which lasted
until 1901, the sugar industry received a severe sctback. Sugar exports
from the Islands decreased to approximately ome-fourth of the pre-
revolution level,

In order to alleviate the distressed condition of the industry result-
ing from these six years of war, Congress reduced, by 25%, the tariff duty
applicable to Philippine sugar in the Tariff Act of March 8, 1902.

This did not bring the relief sought; the industry continued in
s distressed condition, during this first i0-year period of American
occupation,

The United States could not establish a reciprocal trade, as the
Treaty of Paris gave Spain a period of 10 years of equal treatment with
the United States,

With the expiration of the 10-year period, the United States estab-
lished closer commercial relations and enacted the Tariff Law of 1909
establishing free trade with a limitation of 300,000 long tons duty-free
sugar. This limitation was removed in 1913,

American capital began to flow into the Islands. Encouraged by
the goverament, it made investigations, and its cnterprizes were stimulated
by government approval,

In 1910 an American company erected the first modern factory
at San Jose on the Island of Mindore. Later, in 1912, other American
capitalists erected the first cooperative central at San Ciarlos on the Isiand
of Negros and another at Calamba on the Island of Luzon.

These were the first modern factories erected in the Islands which
did the pioneering work in the modernization of the method of manufacture.

It took from 10 to 15 years of inducement on the part of the repre-
scntatives of the American Government before Philippine producers real-
ized the full benefits of modernizing their methods of production,

The Philippine Government created a Sugar Control Board in
1915, charged with the duty of promoting and giving financial aid to the
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industry through loans to corporations and purchase of bonds. Ia 1916
the Philippine Naticnal Bank was created which gave further financisl
gid to the industry and accelerated the ch:nge from the old muscovado mills
to the modern centrals,

With the broadening of the American market, production in-
creased. This was accelerated by: first, the change in the method of manu-
facture from primitive mills, to modern centrals, rwsltmg in an increase in
recovery from &0 to 95 per cent; and, second, the increase in the unit yield
per acre by the introduction of !ngher yxcidmg varietics of cane, the same
varictics of cane planted in other sugar producing areas, including Java,
Hawaii and Puerto Rico,

There was only a slight increase in the Philippine acreage devoted
to cane, and no extensive expansion as in other countries. The greater por-
tion of lands devoted to cane today has been utilized for cane culture for
centuries. The increase in production was much less, comparatively, than
that of other sugar areas,

In 1895, the Philippines produced approximately 431,000 short
tons while its peak production was 1,652,593 short tons in the crop year
1933-34. In a period of 40 years the Philippines increased production 383
per cent; for the same period Cuba increased 489 per cent; Puerto Rico,
662 per cent; Hawsii, 412 per cent; United States beet, 1,988 per cent; and”
Java, 546 per cent, as disclosed in the following statistics:

Record praduetion

prior to Americas Recard prodactlon Perornt

oecupation in 1898 o recent years Incrasse

Skort tans Year Skort mns Year

Coba 1,152,600 185394 1775000 191329 L )
Poerto Rieo . 155000 1897 1,115.080 952 62
Bawall . 255,000 397 3,085,006 1913-38 413
Uaited States {(beet) 87,000 1898 1,730,060 1533-34 1,98
FPhitippices oo 431000 i) 1,652,593 1533-34 53
Jurs 602,000 - 153 1,292,000 1327-23 ™
Imporiance To National Economy

Aus sugar is the most valuable product which the Philippines sells
abroad and from which it derives money to finance its requiremcats, the
condition of the industry is necessarily the best barometer of the national
economic life. _

The Commonwealth Government derives s large portion of its
revenue from the taxes paid by the industry. Sugar furnishes the major
portion of the total national income; it supplies the bulk of the business
of the banks and the freight for Government railroads; it provides support
for 2,000,000 people who directly depend upon the industry for a livelihood,
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With the income derived from its sale in the United States, the
Philippine people have been able to finance their improvements in sanita-
tion and health service, public works and education, and to enjoy an eco-
nomic prosperity which has caabled them to raise their standard of living
to 300 per cent over that of their neighbors

A nation buys as it sells. This is true of the Philippines. Sugar,
the principal product, provides the major portion of reveaue with which
to purchase American products.

Cooperative System

Oue feature of the present system of production is the cooperative
relationship between planters and centrals. In other countries the factories
not only own the land but also grow the cane; in the Philippines the centrals
generally depend upon the independent growers to supply them with cane.

Acquisition or lease of public lands is limited by law to 1,024
kectares, or 2,500 acres, preventing excessive land holdings. A central has
from 50 to 4,000 farmers on whose good will it is dependent for its output.

This cooperative system is based on a milling contract entered into
between the factory and the farmer, under which the planters obligate them-
selves to grow cane to be milled by the central while the central furnished
transportation and mills the cane into sugar. The planters give rights-of-
way for the railway of the centrals over their property and plant at least
one-half of the area of their land upon which they agree to grow cane during
the life of the milling contract. The ceatral rectives as compeasation for
milling the cane and furnishing the transportation a share of from 40 to 50
percent of the sugar produced while the planters receive the balance of
from 50 to 60 percent.

There are at present 46 cenirals with some 23,000 farmers, 2
majority of whom own only a few acres, who have eatered into coatractual
relationt with the centrals.

Main Export

Of the total value of $136,448,053 of products exported from the
Philippines in 1935, excluding goid bullion and ores, sugar constituted 46
perceat, 83 the following Insular Customs Collector’s data show:

‘To aii countries “To the United States

Total Tatal

Value pereent Value percent
Suger § 1,537,322 4% $ 61307184 ”
Casonat producta 35,093,145 % 28,097,098 3
Hemp 17.088,599 2 2356711 1
Tob products 5,264,788 + 2,552,045 res
Bmbroideries 4,274,533 3 4,266,336 L]
Others 12,304,643 $ 5,335,008 2
Fotal $135445,053 108 $107,525.326 ™
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Investment

‘The industry is financed mainly by Philippine-American capital.
‘The total aggregate investments in the industry emounts to $260,753,886.67
of which $93,253,886.67 represents investments in factories.

Of the capital invested in the centrals amounting to $93,253,886.67,
43 percent is Filipino, 33 percent American, 23 percent Spanish and 1 per-
cent cogmopolitan,

NEW THEORY OF CONTROL

At the time of the passage of the Independence Act, and at the
time the Philippine people accepted the conditions under which independ- -
ence was offered, there was an entirely different siruation presented with
zespect to sugar from that which has prevailed since the passage of the Sugar
control provisions of the Agricultural Adjustment Act.

‘When the original Independence Act was being drawn, Congress
had not considered the matter of quota control. 'While domestic production
did not supply domestic requirements, there was a sugar tariff, but it did not
apply to the Philippines.

Whatever fear may have existed at that time has been dissipated
by the adoption of the quota plan, )

) Congress determined a “status quo™ for 1931-2, which was fixed in
the firgt Independence offer of 1933 at 850,000 long tons, of which 50,000
tons was to be refined and all of which may enter the United States duty
free during the ten-year pericd of adjustment,

The present Indeperdence Act, establishing this status quo of
850,000 long tons, duty-free (the equivalent of approximately 972,600 short
tons, raw vaiue) was approved by the President on March 24, 1934, 'The
duty-free limitation of the 1934 Act is identical with the duty-free limita-
tion of the original Independence offer.

The co-author of the first Independence offer, the Honorable
‘Butler B. Hare, Chairman of the House Committee on Insular Affairs,
after a personal investigation in the Philippines, in a written memorandum,
recommended that the limitation be increased to 1,100,000 long tons.

He said:

If we are going to tzke the ‘status quo’ or ‘existing invest-
menty’ as the hasi; for !ixifu 9;!;: Iimgataﬁes? 1 tghixlxk, instead of
taking the export figures o as a bagis for the limitations on
sugar, we should take as near as possible the export figures at the
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time the limitations go into effect, because many of the planters,
as I have stated, have already made their investments in better
sced and in some casey provided a system of irrigation which will
result in the indicated production by the time the proposed legis-
lation can be made efective. In that cvent, the limitations
sugar, as already suggested, should be at least 1,050,000 long tons
raw and 50,000 tons refined.

By the time the second Independence offer of March, 1934, became
operative, productivity of sugar in the Philippine Islands had reached
1,600,000 short tons. .

The Commonweslth of the Philippincs was not inaugurated uatil
November, 1935. Had the Philippine industry been governed only by the
Independence Act, it could have marketed in the United States, prior to
November 15, 1935, its entire production. '

On May 9, 1934, 46 days after the passage of the second Indepen-
dence Act, Congress enacted the SBugar Contral (Jones-Costigan) Act.

Between the passage of the Control Act in May, 1934, and the
inauguration of the Philippine Commonwealth in November, 1935,
the Philippines not only complied with the new quota regulations, but
the Philippine Legislature carteiled production to camply with the theory
of the United States Agrieultural Adjustment program, and the industry
bore the loss of 500,000 tons per annum.

Under a Commonwealth statute, to conform with the United States
Control Act, Philippine production is limited to the amount permitted free
entrance into the United States, plus an amount gecessary for reserve and
local comsumption,

There has been continued cooperation of Philippine officials and
sugar interests with the United States Governmeat during the various
changes of control. _

As a result of the control principle, a sew situation is created, the
control of imports by quota, rather than by tariff. The situation with respect
to the relationship between Philippine sugar and that from other domestic
areas is therefore changed.

In March, 1937, the Philippine Sugar Association, conforming
its positicn to the attitude of officials of the Commonwealth Government,
officially annocunced by Honorable Quintin Paredes, Commissioner from
the Islands, who appeared before the Subcommittee of the House Committee
on Agriculture, agreed to the provisicns of H. R. 5326, which limited
Philippine imports annually to the 850,000 long tons {972,000 short tons,
raw value) fixed in the Independence Act,

76144 O—vor. INI—38——18
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On three different occasions, 2 quota for Philippine sugar has
been fixed at an amount in excess of the duty free limirations of the Inde-
pendence offer.

1. A conference was called by the Secretary of Agriculture,
under provisions of the Agricultural Act, in Washington in the summer of
1933, continuing for three months in which representatives of producers
and refiners of the continental and off-shore areas participated, at the con-
clusion of which all of the arcas under the American flag (Cuba, a foreign
nation, not being included) signed a voluntary aprecment allotting a quota
to the Philippines of 1,100,000, with a reserve of 100,000 tons additional,
or a total of 1,200,000 tons available for export to the United States.

2. On February 8, 1934, President Roosevelt in his message to
Congress proposing a quota system of control, suggested a quoty for the
Philippines of 1,037,000 short tons.

3. The Secretary of Agriculture, administering the provisions
of the Control Act, fixed the basic quota of the Philippines at 1,049,571
short tons and has, upon that basis, allotted to the Philippines annual quotas
ranging from 981,800 to 1,098,000 short tons.

By agreeing to the doty free gquots of the Independence Act,
Philippine producers are accepting 228,000 tons less than the allotment
under the voluntary agreement, 65,000 tons less than the quota sggesied
by the President, and 77,571 tous less than the basic quots fixed by the

' Secretary of Agriculture,
At the time of the adoption of the Independence Act, the question
of Philippine sugar control was a matter of interest to other arcas.
With the adoption of the quota system came an entirely new theory
of control, and when the quotas were fixed at such a low basis for the Philip-
pines, no sugar area has requested & further curtailment.
) Quota control established for the first time 2 limitation or all sugar

marketed in the United States. It extended the marketing control to Con-
tinental beets, Continental cane, the off-shore areas of Hawaii, Puerto Rico,
and the Virgin Islands, and to foreign countries including Cuba.

‘These quotas have all been based upon an estimate of American
consumption now placed at approximately 6,682,000 tons sonunally.

No objection was raised by any domestic area to the miintenance
of the Philippine quota in the Independence Act. Apparently no domestic
sugar interest ebjects to the Philippine allotment of cither raw or refined
sugar during the adjustment period prior to independence. The guota
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fixed in the Independence Act does not deprive Continental and other off-
shore domestic arcas of a ton of production.

REFINED SUGAR

Anp American Refiners’ witness before your committee made cer-
tain statements to which reference is now made for the purpose of clarifying
the record.

In his testimony of June 22, 1937, appears the following statement
by the representative of the American Sugar Cane Refiners: ‘

In view of the obligations undertaken by this country
under the Philippine Independence Act, and assuming that the
entire program of trade relations prescribed by that Act is to
remain undisturbed, we are not asking for any reduction in the
quantity of refined sugar permitted to enter this country subject
to the provisions of that Act, pricr to the independence of the
Philippines.

This would indicate that, insofar as the quantity of refined sugar
coming from the Islands into the United States during the transition period
prior to complete independence is concerned, the American sugar refiners
have no ¢bjection to the guantity fixed in the Independence Act.

. Assuming this to be the attitude of the American Refiners, there
would scem to remain but one issue, whether Philippine refined sugar
should share relatively in any preference granted to the Philippines after
withdrawsl of American sovercignty, whether in 1946 or in any other year.

Congress recognized refined sugar in the Independence Act. If
the basic theory of an adjustment period subsequent to complete independ-
ence is to be uniformly applied, it would seem that refined sugar should
oot be omitted from the adjustment formula. ,

Philippine sugar refineries place their yearly output capacity
(based upon 300 working days} at 140,500 long tons, divided as follows:

Yearly

Capacity T. & Export

Output Cuota
Imular Sugar Refining Corporation 78,800 33,898
Victorizs Mifling Co. 93,860 FX 131
Mslabon Sugar Co. 55,500 $.252

140,508 i6,008

These refineries supply about 15,600 tons of refined sugar annually
to the Philippine market. This gives them a total annual business of about



200 BRIEFS SUBMITTER TO THE COMMITTEE

65,600 lIong tons permitting them to operate ouly at less than 479 of pro-
ductive capacity. ‘

The investment in these refineries, exclusive of working capital,
is estimated to exceed $2,000,000.

These refineries buy most of their machinery, repair parts and
other operating supplies from the United States, contribute their propor-
tionate share to the maintenance of the Philippine Government in the form
of annual sales taxes, tax on real estate and income, and promete the eco-
nomic stability of the communities in which they are respectively located.

The 50,000 long tons or 59,000 short tons, raw value, of Philippine
refined sagar constitutes less than 10% of the total quantity of refined sugar

_annually brought from off-shore areas, as follows : 440,000 from Cuba, 30,000
from Hawaii, 129,000 from Puerto Rico and 59,000 from the Philippines.

INTERNATIONAL SUGAR AGREEMENT

Realizing the necessity of maintaining an orderly relatioaship be-
tween the supply and demand for sugar ia the world market, representatives
of 22 countrics held a conference in London, April 5 to May 6, 1937, and
entered into an agreement regulating the wotld production and marketing
of sugar, The Confcrence Agreement was sipned by Norman H. Davis
for the United States, and by Urbano A: Zafra who represented the Com-
monwealth of the Philippines in the Uaited States Delegation.

The treaty ie now under consideration by the Foreign Relations
Committee of the United States Senate. )

This international segar convention will have a broad effect ‘1pon
American-Philippine affairs and upon international relations. The Coa-
ference acted upon the theory that the United States has control of and
sovercignty over the Commonwealth of the Philippines. While the Com-
monwealth of the Philippines was represented in the United States Delegs-
tion, it was not 4 centracting party to the Agreement. The Conference pro-
ceeded on the theory that sugar grown and produced in the Philippines i
a domestic supply of the United States.

In the treatment of the Philippine quota in the American market,
the agreement considers the Philippine quota commitment as being in the
nature of & treaty obligation.

The Philippines forego the export of sugar to the free market of
the world 20 long as it maintains its present quota in the United States.
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Of far-reaching importance, insofar as the future relationship
between the United States aad the Philippines is concerned, is the recogni-
tion by the other 21 contracting governments of the special American-
Philippine relationship by agreeing

not to claim, in virtue of any most-favored-nation rights granted
to them by the Government of the United States, the benefit of any
advantages with respect to sugar which may be accorded to, or
agreed upon with, the Philippines by the Government of the
United States during the period of the present Agreemeat.

This would make possible the formulation of a trade agreement
between the United States and the Philippines with respect to sugar in the
event of a change in the political status of the Philippine Commonwealth.

GRADUATED EXPORT TAXES

The second Independence Act requires the Government of the
Commonwealth of the Philippines to impose during the last five years
prior to independence certain export taxes on sugar coming to the United
. States.

This export tax is a graduated §, 10, 15, 20 and 25 percent of the
sugar tariff and will apply on the duty-free sugar permitted under the Act.
It has been humorously referred to as the “stair-steps™ provision.

Whether these “stair-steps™ are to be vsed in going to the cellar or
whether they are stair-steps that lead te the roof, only future developments
will determine.

These export taxes do not add one dollar to the Treasury of the
United States,

The revenue from these taxes are collected in the Philippines and
deposited in its Treasury. They do not affect the American budget nor its
balancing, nor will they add one ton of either raw or refined sugar to other
sugar sreas,

They will not affect cither the United States beet or cane pro-
ducer, Puerto Rico or Hawaii, er prices in the domestic market.

‘T'hese taxes, however, very vitally concern Philippine economy and
Philippine finance and government.

‘The “stair-step™ export taxes provision is apparently inconsistent
with the underlyiag philosophy of the Independence Act. The Indepen-
dence offer was predicated upon a graat of greater autonomy to the Philip-
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pine people, that they might.prepare themselves for the responsibilities of
an independent government.

The power of taxation is a right of government which was certainly
not intended o be withlicld from the Philippine people. The Act prevents
its exercise by the inclusion of the export taxes provision.

The purpose of the export stair-step taxes as stated in the bill, was
to guarantee the payment of the bonded indebtedness of the Philippine
Government. The Philippine. Commonwealth has provided 2 system of
sinking funds for retirement of bonds through taxation adapted to Philip-
pine conditions, as determined by the Philippine Legislature.

. Congressional enactments, as we know, frequently involve com-
promise, and sometimes illogical pm\nszons find their way into fina] en-
actment.

When the first independence offer was reported to the Senate
(with only one adverse vote} it provided for a fifteen-year transition period,
which the Committee thought necessary to prepare for ultimate indepen-
dence.

Another section provided that a plebiscite of the people of the
Philippines should be held at the end of the transition period to determine,
with experience back of them, whether they still desired complete -
independence.

‘That was the thought of the Senate Committee on the subject. The
bill, as reported, provided for 10 years of uninterrupted free-trade recipro-
cal txch:nge and then, at the end of ten years, and not until then, was this
graduated tax to be imposed upon sugar, the proceeds of which were to be
placed in the Philippine Treasury for the purpose of liguidating its bonded
indebtedness,

The period of 10 years uninterrupted trade relationships was the
same that was allowed Spain whea the United States acquired the Philip-
pine Archipelago, and it was considered only fair that the new Common-
wealth should be entitled to equal treatment with that accorded Spain.

In the final offer the transition pericd was cut to 10 years, the
plebiscite was placed at the beginning of the transition period, which de-
stroyed its original object, and the “stair-steps™ export taxes, instead of be-
ginning at the end of 10 years, were made to begin at the end of § years.

Two years have passed since the new Commonwealth came into
existence. The condition of its finances today removes the doubt as to the
payment of the bonds.
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Changed conditions occurring in the United States and throughout
the world may compel the Government of the Philippines to levy some other
form of taxes for the liquidation of its cutstanding indebtedness. In any
program of adjustment, it should be permitted to discover its own sources
of revenue and to levy its own taxes and meet its own obligdtions in 3 manner
determined by it, subject to the safeguards provided elsewhere in the Act.

Consideration of the subject will convince United States producers
and refiners that the “stair-steps” taxes do not affect them.

IN CONCLUSION

As United States Represeatative of the Philippine Sugar Associa-
tion, somewhat familiar with the complexities of the problems which you
are considering, I sympathize with you in your dificult undertaking, and,
on behalf of those whom I have the pleasure to represent, wish for you suc-
cessful achievement,

The American-Philippiac problem can be solved equitably, fairly,
and justly if historical background and national responsibility are given
comsideration.

The world is cognizant of our past and present relationship. It
has watched with sympathetic interest the 39 years’ advance.

It has not beea so long since November 15, 1935, when bells rang,
bands played and cannons boomed in the very heart of the Orient as 15,-
000,000 Christian Filipinos celebrated another step in the fulfillment of an
ﬁmencan promise,

The story went round the world. Awmericans were satisfied for
they were redeeming a promise; the Philippine people were happy in the
vision of a prosperous future,

That historic event should not be now marred by lack of states-
manship, by shortsightedness or by misguided selfishness,

Respectfolly submitted,

Harry B. Hawss,
United States Representative
Philippine Sugar Association.
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Memorandum submitted to the
Joint Committee of American - Philippine
Experts on Philippine Affairs by the
Japanese Chamber of Commerce of Manila

The Japanese Chamber of Commerce of Manila
deems it a great honor to be given the privilege of
presenting herewith a memorial to the Joint Prepa-
ratory Committee of American-Philippine Experts
on Philippine Affairs.

On the 18th of March, 1937, a statement was is-
sued in Washington by President Manuel L. Quezon
of the Philippine Commonwealth and Assistant Sec-
retary of State Francis B. Sayre, the text of which
reads as follows:

OFFICIAL TEXT OF THE STATEMENT
ISSUED BY PRESIDENT QUEZON OF THE
PHILIPPINE COMMONWEALTH AND ASSIST-
ANT SECRETARY OF STATE FRANCIS B.
SAYRE CONCERNING THE TRADE AND IN-
DEPENDENCE SITUATIONS

“Arrangements are being made for the appoint-
ment shortly of a joint preparatory committee of
American-Philippine experts. The committee is to
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study trade relations between the United States
and the Philippines and recommend a program for
adjustment of Philippine national economy.

“This announcement followed conferemces be-
tween President Quezon of the Philippine Common-
wealth and the inter-departmental committee on
Philippine affairs, which is acting on behalf of
President Roosevelt in the preliminary discussions.
Assistant Secretary of State Sayre is acting chaiir-
man of this committee. '

“Inasmuch as the independence act provides
that complete political independence of the Philip-
pines shall become effective on July 4, 1946, and
inasmuch as President Quezon has suggested that
the date of independence might be advanced to 1938
or 1939, it was agreed that the joint committee of
experts would be expected, in making recommenda-
tions, to consider the bearing whichk advancement
in the date of independence would have on facilitat-
ing or retarding execution of the program of eco-
nomic adjustment of the Philippines..

“It further was agreed that preferential trade
relations between the Unifed States and the Philip-
pines are to be terminated at the earliest practic-
able date consistent with affording the Philippines
reasonable opportunity to adjust the national eco-
nomy. Thereafter, it is contemplated, trade rela-
tions between the two countries will be regulated in
accordance with & reciprocal trade agreement on a -
non-preferential basis.”
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On the eve of the arrival of the Joint Preparatory
Committee of American-Philippine Experts on
Philippine Affairs, Ambassador MacMurray, chair-
man of the committee, issued a statement, through
the American High Commissioner’s office, an extract
of which reads as follows:

“To assist the Committee in preparing its re-
commendation, written statements will be received,
and public hearings such as those already held in
Washington and San Francisco, will be held in Ma-
nila beginning September 15, 1937 * & +”

“All information and views in writing and all
application for supplementary oral presentation of
views shall be submitted to the Committee not later
than 12 ¢o’clock noon, September 10, 1937 * * +»

Conforming to the tenor of the above statements,
we, the Japanese Chamber of Commerce, wish frank-
ly to express our humble but explicit opinion based
upon available data on the trade relations between
the United States, the Philippines and Japan.

To begin with, we wish to clarify our attitude
and state that we, for one, are not opposed either to
the advancement of the date of Philippine independ-
ence or to the revision of the Tydings-McDuffie Law.
But we believe that in the adjustment of American-
Philippine trade relations preparatory to the con-
cession of Philippine independence the economic re-
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lations between the Philippines and Japan and other
foreign countries cannot be overlooked.

(I) The relative trade inlerests among
the United States, the Phalip-
pines and Japan.

The commerce between the United States, the
Philippines and Japan furnishes an excellent example
of that “triangular” trade arrangement which Secre-
tary of State Hull fervently advocates. By this is
meant that the surplus merchandise balance in favor
of the Philippines in its trade with America is off-
set or counteracted by a balance against if reaching
up to Y15,574,000 in 1936, in its trade relations with
Japan. - On the other hand, the United States en-
joys a heavy surplus in its exports to Japan.

According to statistics (released by the Govern-
ments concerned), the imports and exports between

the United States, the Philippines and Japan for the
year 1936 are as follows:

Philippine exports to U. 8, ... ... cociiirvincnvacas P237,504,000.00
" imports from U. 8, ... ... . .iccinus 122998400000

» gverexport to U, 8, ........ i, 114,510,000.060
United Statez exports to Japan ......coveceane. .. ¥847,490,000.00
i ®  imports from Japanm ......i.cenx0a0 594,252,000.00
" ¥  over-export to JApam ........cc0000 253,238,000.00
Japan's exports to the Philippines ....... e iereass 51,846,000.00
» imports from the Philippines ............ 36,266,000.00

» over-export to the Philippines ............. 15,580,000.00
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As can be ascertained from the above, each of the
three nations shows a favorable balance of trade and
the ratios between the imports and excess of the ex-
ports of these nations are as follows:

United States .................. 426%
Philippines ..........c.ovien... 93.10%
JADAN . .i.verii i 43%

Moreover, there lies the so-called reciprocal trade
relations among these three nations, that is to say:
Philippine purchases of cotton textiles from Japan,
for example, help to finance Japan’s purchases of
raw cotton from the United States which in turn
form part of the economic set up whereby the United
States is enabled to buy approximately twiee as much
from the Philippines as she sells to the Islands. Con-
sequently, the rise in price of the Japanese goods
occasioned by the elevation of customs tariff or by
other measures adopted by the Philippines, will dis-
courage the people of these islands from buying the
Japanese goods, a fact which will lead to the decrease
in consumption of raw materials which Japan has
been importing from the United States.

When we take into consideration the evident fact
that such a well-balanced reciprocal trade relation
will be of great benefit to the three nations con-
cerned, we cannot but be of the opinion that it would
be most desirable to try to maintain the status quo
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and to eliminate any aetivity destructive of this re-
ciprocal relation, as for instance, raising the cus-
toms tariff on Japanese articles, or establishing the
quota system on Philippine imports.

(IT) Specialized fields of the Japan-
ese and the American goods.

Japanese and American goods have their own
respective fields in the Philippine market, naturally
allotted according to their quality and price, so that
generally speaking, they cannot compete with each
other. This is so because Japanese goods are in-
tended for the daily necessaries of the common
people, especially the farmers and laborers, and it
will be almost impossible for the superior and high-
priced American goods to substitute them.

Let us roughly classify the goods coming to the
Philippines from the United States and Japan re-
spectively. First, we shall see what kind of goods
are imported from the United States: i.e. automo-
biles, trucks, cotton cloth (high quality), general
machinery, electrical machinery, tobacco, tobacco
products, canned articles, manufactures of India
rubber, iron, steel, leather and paper. They are
mostly products of heavy industries, in the manu-
facture of which Japan today can hardly compete

~with America. )

Then let us turn our eyes to the Japanese goods:
i.e. cotton cloth (low quality), rayon cloth, glass-
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ware, porcelain, lamps, knitted goods, toys, bicyeles
and accesories and other cheap sundry goods. These
are all products of Japanese industries and owing
to their low prices, they are heartily welecomed by
the majority of the laborers, and American goods
ean never be accepted as substitutes because they
are 30% to 50% higher in price. In order to bring
about the prosperity and welfare of the laborers of
the archipelago, for which President Quezon and the
Philippine Government are both working we have
to, first of all, supply them at reasonable prices with
such articles as they are most desirous of obtaining.
For this purpose, we believe, there will be none
better than Japanese goods.

(III) Enormous increase of import of
Japanese goods is mere rumor
as statistics verify.

There is a belief that Japanese goods have been
gradually ousting American goods from the Philip-
pine market  This is ridiculous. The Japanese
goods -are mostly commodities for the laboring
class and are exhibited in such a way as to draw
their attention as much as possible, so that they look
quite abundant in quantity although their value be
really insignificant. Recent statistics show the fact
that the import of American goods exceeds that af
Japanese goods as follows:
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TABLE SHOWING COMPARISON OF P, I. TRADE

P. I. Total P. I Trade P.I Trade
1985 Trade with U. 5.  with Japan
Volume of Trade ..... P359,539,069  P258,604,078  P35,061,678
Ratio to Total Trade .. ' 71.92% 9.76%
1926 7
Volume of Trade ..... P497,602,664  P360,499,388  $43,314,802
Ratio to Total Trade... 72,449 8.70%
Ratio of Increase as com-

pared with 1935 .... 88.40% 85.40% 23.59%

The above statistics show that Philippine foreign
trade made remarkable progress in the year 1936,
the ratio of increase as compared with that of the
year 1935 being 38.40%. During the same period
Philippine-American {rade increased 39.40% while
Philippine-Japan trade increased by 23.59%.

An examination of these figures shows how fa-
bulous is the rumor that it is only with Japan that
the Philippine trade is making progress. In order
to make it much clearer, let us examine the figures
of Philippine imports.

TABLE SHOWING COMPARISON OF P. I. IMPORTS

P, 1, Total Imporis Imporis

1885 Imporis from U. S. from Japen
Volume of Imports .... P171,047,693 $108,733,000 P24,342,949
Ratio to Total Imports 63.56% 14.23%
1926 .

Volume of Imports ... P202,252,349 P122,994,626 P26,628,530
Ratio to Tetal Imporis 60.81% 13.12%
Ratio of increase as

compared with 1038 ... 18.24% 13.12% 8.98%

76146 O—vor. 15I—88——14
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The ratio of increase of the whole imports is
18.24%, of which the imports from United States
show an increase of 13.12%, whereas those from
Japan show no more than 8.98%. In other words,

there is a difference of 4.14% between them,
" More remarkable still are the ratios between the
total imports and those from United States and from
Japan respectively. The former presents 60% and
the latter 13%. ‘

As to the much disputed cotton piece goods, they
are only 11% of the whole value of American ex-
ports to the Philippines. The Japanese cotton piece
goods imported into these Islands now exceed the
American goods in quantity, but the American
goods are far ahead in value, as shown in the fol-
lowing statisties:

TABLE SHOWING COMPARISON OF IMPORTS
OF COTTON GOODS

) Imports Importa
1885 Total Imports  from U. S. from Jopan
Volume ......cvocanaes P 50,599,841 P 13,584,941 $13,071,817
Ratio to total imports 44.23% 42,72%
1986 .

Volume .....vcenvsace P 90,685,257 P 13,663,761 P10,942,729
Ratio to total imports 44.42% 8b.60%
Ratio of increase {+) or _

decrease (-) s compsared

with 1935 ....onusas (-).21% £{+)20% (-) 16.28%

The details of this trade are clearly shown in an
extract from the Annual Report of the Secretary of
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Finance of the Philippine Commonwealth for the
year 1936, which is quoted hereunder for reference.
To raise the customs duties or to adopt an import
quota system will result in nothing but discouraging
the farming and laboring classes from using foreign
goods. This will in turn bring about pessimistic
future for the other two countries.

AN EXTRACT FROM THE ANNUAL REPORT
OF THE SECRETARY OF FINANCE, 1936

“The foreign frade of the Islands increased to
almost the level of the boom year of 1929, being
P497,602,664 as compared with 359,539,059 in 1935,
or an increase of P138,063,605 or 38.40 per cent
* * *

“The United States continued to hold the do-
minant position in the foreign trade of the Philip-
pines with the same percentage (72 per cent) as in
1935 in its share. In value, however, the total trade
with the United States increased from P258,604,073
in 1935 to P360,499,388 in 1936, or by P101,895,315
or 39.40 per cenf. Since 1930, Japan has always
held the second position in our trade with the out-
side. Her trade with the Islands in 1936 amount-
ed to P43,314,802, representing 8.70 per cent of the
total trade, which constituted an increase of
P8,253,124 or 23.54 per cent over that of her trade
with this country in 1935. [It.is of inferest o note
that while the United States increased her trade
with the Islands by P101,895,815 or 89.40 per cent,
Japan increased hers only by P8,253,12; or 28.54
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per cent, And while the United States maintained
her share of 72 per cent of the total trade, Japan
suffered a reduction in hér share, being 5.69 (%)
per cent in 1985 and 5.68(2) per eent in 1936. These
facts are significant in that they belie the greatly
exaggerated fear of Japanese incursions in our fo-
reign trade at the expemse of the United States

* ¥ ¥
»

In order to accelerate Philippine exports to Japan
the country should develop the natural resources and
produce such goods as Japan keenly needs, But,
there is a strict rule in the Constitution of the Philip-
pines that 60% of the capital must be owned
by American or Philippine citizens. So we can
say that the door to developing the natural re-
sources is closed to foreigners, and it will be impos-
sible for Japan by herself to improve the export
business. Such being the case, it is quite advisable
for the Philippines to put in force the so-called
“Economic Control” in the Archipelago through the
cooperation of the three countries, i.e. Japan,
America, and the Philippines, as to eapital, machin-
ery, labor, etc.,, adopting an ideal policy of open-

(°) According to the Annual Report of the Collector of Cus-
toms, 1886, p. 17, the figure [.69 per cent is the data for export
only and does not include the imports. The correct figure for the

total trade is 5.76% as shown on p. 17, Annual Report of the Col-
lector of Customs, 1938.

(?} The explanation is the same ad (1) ; the figure 5.68% should
be 68.’?3%. {p. 16, Annum]l Report of the Collector of Customs,
1936.)
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door and equal opportunity for all nations. Only
in this way can she foster her national industries
and increase the purchasing power of her people and
thus benefit these three nations concerned, and in
the long run perhaps all the nations of the world.

(IV) Raising of customs tariff or es-
tablishing a quola system may
cause social unrest.

There are not a few who cannot discriminate be-
tween the standard of living and the cost of living.
Merely from the fact that the cost of living in Ma-
nila and other cities is much higher than that pre-
vailing in other Oriental countries, some are misled
into thinking that the standard of living in the for-
mer is higher than that of the latter. But we under-
stand that in reality, the great majority of the in-
habitants of the Archipelago belong to the labor
class and can hardly afford the high-priced goods.
If the price of commodities be raised as a consequence
of the raised customs duties or if a quota system on
imports be established we fear it will bring about so-
cial unrest and discontent. On the other hand, the
decrease of governmental income through the
decrease of customs duties, which form about
a quarter of the whole income of the Philippine Gov-
ernment, will not only cause financial embarrass-
ment to the government, but will raise the produe-
tion -cost of exports through the rise in price and
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wages. All these factors will first bring about in-
activity in the export trade and then decrease the
purchasing power of the people for American goods.

(V) Adjustment of trade relations be-
tween the Philippines and
Japan.

Some are of the opinion that there is a so-called
one-way trade between the Philippines and Japan.
But, it is clearly explained by the following statis-
tics that the trade between the Philippines and Japan
is approaching an equilibrium owing partly to the
rise of market prices of Manila hemp and lumber
and partly to the increasing exports of various kinds
of minerals to Japan.

TABLE SHOWING COMPARISON OF P. I EXPORTS

P. I Total Exports to Exports to
1935 Ezports . s Jepan.
Volume of Exports ... P208,858,255 P155,231,482 10,718,729
Ratio to total exportis .. 81.05% 5.26%
1988
Vaolume of Exports ... 2P295,359,969 P237,504,863 P16,786,272
Ratio to total exports .. 80.41% b.68%
Ratio of increase as
compared with 1936 .... £4.88% F8.47% 56.61%
& months of 1938
Volume of Exports ... P162,619,561 $184,329,587 ¥ 6,040.370
Ratie to total exports .. 82.80% 8.71%
& months of 1937
Volume of Exports ... P178,628,065 P146,848,226 P11,756,651
Ratio to total exports .. 82.20% 8.68%
Ratic of incresse as
compared with 8 months ¥t
of 1936 ..... waisennrs 8.98% 8.62% 482 5%
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From the above figures, it is self-evident that
the Philippine exports both to the U. 8. A, and to
Japan have made a striking increase in the year of
1936 compared with those of 1935.

The increase as shown above, of the Philippine
imports from Japan for the year of 1936 presents
the ratio of 8.98% compared with that of the pre-
ceding year. While this rather insignificant figure
has been gossiped about as if it were very significant,
a far bigger figure appeared in the ratio of increase
of Philippine exports to Japan, i.e. 56.61%. This
will serve to show clearly that the trade relations be-
tween the Philippines and Japan are rapidly and
steadily approaching an equilibrium,

TABLE SHOWING COMPARISON OF P. 1. TRADE

WITH JAPAN
Ezports Ratio to
Imports - Ezporie Importe
1985 P24,342.944 P10,718,729 44.02%
1936 »23,528,630 16,786,272 63.27%
8 months of 1937 P15,012,693 11,766,691 78.31%

The ratio between exports and imports is
44.02% for the year of 1935. It jumps up to
63.27% for the year of 1936, showing an increase of

19.25% ; and still soars up to 78.31% for the first 6
months of the year 1937 adding 15.04 % to the figure

of last year. Those figures show every sign of
reaching the equilibrinm in the very near future,
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(VI) Complementary Trade Relations
Between Japun and the Philip-
pines.

The geographical positions of the Philippines and
Japan will naturally improve the economic relation
between these two countries. The Philippines pro-
duces abundant agricultural and natural products,
specially minerals, which she can sell to other coun-
tries. On the other hand, Japan, being an indus-
trial and manufacturing country, will have to pur-
chase her materials from abroad. This means that
both the Philippines and Japan are in a so to speak
satisfactory position to cooperate with each other.

In the year of 1936, Japan purchased her mate-
rials from foreign countries as shown below:

5271 § 2 SR Y67,107,000
Hide and leather ............ 29,843,000
Crude rubber ........ ...... 72,956,000
Iron Ore and other minerals . 51,150,000
Lumber ...........ivviann. 65,647,000

No one will deny, we believe, that there is a pos-
gibility of Philippine raw materials, such as men-
tioned above, finding a promising market in Japan
as the development of the natural resources of the
islands is accelerated.

We, therefore, are of the opinion that economic
control and independence can be better attained
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among other things by taking advantage of the tre-

mendous possibilities offered by the Japanese mar-
ket. ) '

(VII) Conclusion

As is shown statistically, we have been exerting
our efforts and will do our utmost to attain a trade
equilibrium between the Philippines and Japan, but
there lies a stumbling-block in our course towards
that goal; that is a constitutional restriction as to
the development of the natural resources in the ar-
chipelago. If this restrictive ban be either com-
pletely or partly lifted, our course will be clearer
and our pace will be much accelerated. The Phil-
ippine industries and exports, consequently, will be
enlivened, and naturally the purchasing power of
the Philippine publiec will be increased.

Once we come to such a’'state of affairs, we be-
lieve, the triangular trade relations among the
United States of America, the Philippines and Japan.
will be enhanced.

Under such circumstances, if the Philippines
should raise her customs tariff or establish a quota
system on her imports she will be committing sui-
cide, speaking figuratively, for such an act will
bring about the demolition of the otherwise well-
balanced trade relations among the three nations
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and the decrease of the purchasing power of her
own people, thus eventually causing social unrest
throughout the archipelago.

On the other hand, the complementary nature of
Philippine-Japan trade will no doubt be a decisive
factor not only in preserving but also in promoting
the aforesaid triangular economic relations among
the United States, Japan and the Philippines.

Our memorandum has now come to an end, and
we humbly hope that the honorable committee will
take it up and give it their consideration for the mu-
tual benefit of the three nations bordering on the
Pacific Ocean.

Respectfully s&i)mitted,

THE J ESE CHAMBER OF
ERCE OF MANILA,

By SHOGO DAl
President
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FUNDAMENTALS

We Subscribe to the Following as the Fundamentals of Philip-
pine-American Trade Relations:

1. The trade relations between the United States and the Philkippine Is-
lande wers definitely determined by the provisions of the Tydings-McDuifis Act
antil July 4, 1946. That Act, after approval by the President and the Congress
of the United Statss, wae formully cccepted by the Filipino people. Based
thereon many citizens and residents of and investors in the Philippine Izlands
have incurred obligationa and mads commitments. The frade reilativne 3o
determined, in good faith and i foairness, cannot, therefore, be altered to their
prejudice. Thus, at least until July &, 1048:

(a) Articles the growtk, product, or manufacture of the Philippine

Islands ehould, with no greater limitations than those imposed by that Act,

and on o bueis of eguality with articles the growth, preduct, or manu-

Fecturs of the United States, be udmitted free of duty into the United

States; and

{b) Articles the growlh, product, or menufacture of ths United

States should, on o basis of equality with artficles ths growth, product,

or manufocture of the Philippine Ielands, be admitted free of duty into

the Philippines.
{c} No excizs or other taxcs which directly or indirectly result in any
disorimination againet the producis of either country should be imposed.

2, The imposition of export luxes on shipments from the Philippine JIe-
iands to the United States from November 15, 1940, and the tmposition of
import duties by the United States and the Philippins Islands, each on ariicles
the growth, produci, or manufacture of the other, from July §, 1348, will be
disastrous o the producers and manufacturers of both counbries, and, the
time being too shert to make the neccssury veadjustments, to ths Philippine
Islands in particulor, thersfore—

(a} The export tazes should be repealed; ond

{b) Free trade belween the lwo countries, with present or other rea-
sonabls quantitative limitatione, should be continued after July §, 1%i6.

8. Irrespective of any changs in ths political status of the Philippins Is-
lands, 6 continuation of the present free-trads relations between the United
States and the Philippine Islands would be advantageous to both countries;—
{o the Philippine Islands, because the United Siates is an essential markst for
many Philippine preducts; and to the United Siotes, because the Philippine
Islande i3 e large markst for products of agriculture and industry of the
United States, and will, if the products thereof continue o bs admitted
Free of duty into the Philippine Islends, bs & much larger market in the
future. Such fres-trade relotions between the two couniries should, thereforve,
after July 4, 1846, be continued indefinitely.
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BRIEFK

SUBMITTED BY
JOHNSON-PICKETT ROPE COMPANY
AND
GENERAL MANUFACTURING COMPANY, INC.
BEFORE THE
JOINT PREPARATORY COMMITTEE ON PHILIPPINE AFFAIRS

Under section 6 of the Tydings-McDuffie act approved
March 24th, 1934, the Philippines was permitted to ship
duty-free to the United States 3,000,000 pounds of yarn,
twines and rope made wholly or in chief value of abaca.
No restriction was made as to the quantities which might
be shipped paying duty.

Under Act No. 137 of the 74th Congress approved on
June 14th, 1935, superseding the section of the Tydings-
McDuffie act mentioned in the preceding paragraph, the
Philippines may export duty free, “yarns, twines, cords,
cordage, rope and cable, tarred or untarred, wholly or in
chief value of manila (abaca) or other hard fiber” not
exceeding six million pounds. This limitation is absolute,
meaning that it cannot be exceeded even if the exporter
may be willing to pay duty.

The Congressional Record of May 8, 1934, page 7974,
containg the following statement by Mr, Tydings:—

“Mr. Tydings: ...... Let me point out—and I hope
Senators will listen to this remark—that under the
terms of the Philippine independence bill we virtually
reduce by 40 percent their imports to the United States.
In the matter of cordage alone we assumed they were
importing 3,000,000 pounds into this counfry each
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year. We thought the figure had reference to pounds,
As a matter of fact, it has reference to kilograms. In
other words they are importing three million and a
fraction kilograms a year, or about 6,000,000 pounds
Yet under the terms of the independence bill we cut
their imports 40 percent, on the average, with ref-
erence to sugar, coconut oil, and cordage or hemp.
That is a tremendous obstacle which they must over-
" come in order to get their independence.”
It is evident from the above that the contemplated quota
under the Tydings-McDuffie Act was—3,000,000 kilos or
6,600,000 lbs. without any restriction as to the quantities
which might be exported paying duty, and it is very prob-
able that this is the tonnage that would have been fixed
had it not been for the mistake pointed out by Mr. Tydings.

We are in favor of the continuation of the Cordage
Act of 1935, but in considering its extension, this fact
should be remembered and we think the necessary amend-
_ment should be made to give the Philippine Cordage In-
dustry what it really should have obtained under the
Tydings-McDuffie Act.

Consequently we would like to suggest that the quota
be at 3,000,000 kilos, and that the allotees be permitted

-to ship such quantities in excess of this figure as they may
require, paying duty, to satisfy their distributors in the
United States.

The difficulties imposed by an absolute quota are too
obvious to need their being enumerated here. On the sale
of an article such as cordage, for the disposal of which,
manufacturers have to depend on a large number of dis-
tributors located in different parts of the United States,
these difficulties are bigger, particularly considering that
rope consumption fluctuates widely and it is next to im-
possible to make an accurate estimate of the tonnage each
distributor will need.
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The elimination of the absolute limitation should ben-
efit the cordage industry in America and in the Philip-
pines. The Philippine factories cannot sell rope profit-
ably in the United States if they have to pay duty. Thus
the only shipments they would make paying duty would be
to fill some small orders which might bhe received from
distributors who may have oversold their allotment. On
the other hand, the elimination of the handicap imposed by
the inability of the Philippine manufacturers to guarantee
to supply such quantities as may be required by its distri-
butors, should they oversell their allotment, would enable
Philippine manufacturers to obtain better prices.

If there is opposition to eliminate the absolute limita-
tion provided in the Cordage Act of 1935, the quota should
be 3,000,000 kilos or 6,600,000 lbs., and no limit on the
duty-paid product, thus making the amount conform to
the tonnage which, according to Mr. Tydings himself, the
Philippines should have received under the Tydings.
McDuffie Act. Errors should be corrected.

BINDER TWINE—The imports of this article into the
United States during the last four years have been as
follows:—

Year Pounds
B . 48,806,154
1934 tiiiiiiiiiiiiiie i e ras 25,200,116
8 2 56,243,050
3936 .o ittt i i . 75,028,523
Total ....c.iiciiniiniiiaaaad " 203,277,843

All the above-mentioned quantities have been enfered
without payment of a single cent of duty. Binder Twine
is included in the free list of products entering the United
States. It may be imported free of duty in unlimited
quantities from any country in the world, except the Phil-
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ippines because of a misunderstanding when the Cordage
Act of 1935 was discussed. The Philippine Representa-
tives did not think that this article was ineluded in the
Hmitation as it was strictly on the free list, and therefore
did not ask to have it specifically mentioned as not being
included in the quota,

It is unbelievable that such a clear discrimination
should be made against the Philippines which is still under
the American flag. That it is not a matter of competition
" or a desire to protect the American industry against foreign
made binder twine, is evident from the large quantities
being imported annually of this product into the United
States apparently without any protest from the Ametican
factories.

Therefore, this discrimination should be removed by
- having it definitely understood that Binder Twine is not
included in the Cordage Act Public No. 137—74th Con-
gress, and thus give the Philippines the same privilege
which any nation, Japan or Mexico, for example, have to
ship in unlimited quantities of Binder Twine to the United
States absolutely free of duty. This is our Cordage Cor-
rection plea.

Freight Differentials—The present Conference
Freight rates from Manila to Atlantic Ports on Cordage—

Per long ton of 1,000 kilos . ... $45.00 U.S. Currency
On Fiber per 1 ton of 1,000 kilos 28.00 U.S. Currency
Measurement average per assorted dimensions of
cordage—-1,000 kilos (52 cubic feet)
For 1 long ton of bales fiber 8 bales at 13 ft. per bale—
(104 cubic feet)
‘While raw material, fiber in bales, occupies twice the space
that the same product would manufactured, the manufac-
tured article pays twice the amount of freight, so while
we talk of 3,000,000 kilos free entry we find in fact that
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cordage now is paying more than 1 cent gold per pound
tariff to the subsidized U. S. A. Merchant Marine.

We ask that cordage which occupies 14 the space re-
quired by fiber be carried on U. S. A. steamers at the same
rate per long ton as is charged for fiber. Only then can
we begin to receive some of the benefits of free entry of
3,000,000 kilos of cordage.

This is our plea for the correction in freight rates
from Manila to the Atlantic Coast of the United States.

SUMMARY

1. Correct the Legislative error in weights, making the
free entry of 3,000,000 kilos of Cordage.

2. Re-enact Paragraph (¢), Section 6, of the Tydin'gs-
McDuffie Act under heading of “Relations with the
United States Pending Complete Independence.”

Section 6 (¢)—"There shall be levied, collected, and
paid on all yarn, twine, cord, cordage, rope and
eable, tarred or untarred, wholly or in chief value
of manila (abaca) or other hard fibers, coming
into the United States from the Philippine Islands
in any calendar year in excess of a collective total
of 3,000,000 kilos in place of 3,000,000 pounds
of all such articles hereinbefore enumerated, the
same rates of duty which are required by the
laws of the United States to be levied, collected,
and paid upon like articles imported from foreign
countries.”

8. That manila fiber raw and manufactured be carried in
U. 8. A. subsidized ships at exactly the same rate per
long ton (1,000 kilos) ; that rate not to be higher than
the average rate charged on all other Philippine pro-
ducts, raw and/or manufactured.

74144 O—vor. [If—38——1%
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Such ‘an arrangement would aliow manila tiber to
compete favorably with sisal and other fibers not raised
in the United States.

Holland is given a preferential tariff entry into the
United States on cordage made of sisal because she raises
the sisal fiber.

We in the Philippines raise manila fiber and are just
as much entitled to a preferential tariff on our manufac-
tured product as any other nation.

This equality should be assured to the Filipino people
so that, when Independence is fully established, we will
receive the same treatment as any most favored nation
receives from the United States.

Respectfully submitted,

JOHNSON PICKETT ROPE COMPANY
By: (Sgd.) JomN T. PICKETT,

General Marager.

GENERAL MANUFACTURING COMPANY, INC.
By: (8gd.) AvrroNso Z. Sy Cip,

President.

MANILA, PRILIPPINE
September, 1987
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NOTES OF EXPLANATION ON CORDAGE
SUBMITTED BY
TEE CORDAGE INTERESTS IN THE PHILIPPINE ISLANDS

KINDS OF ROPE

Section 6 of the U. S. A, Federal Standard Stock cata-
logue, part 5 TR-601A, lists 26 sizes of 3-strand rope. To
this may be added 12 sizes of 4-strand rope, making 38
kinds for Federal uses and all of one lay.

When we make rope for the United States and other
parts of the world we are required to furnish a minimum
of 120 gizes and different lays of each grade, viz: Slack—
soft—medium—hard, ete. The Cordage Trade Journal of
July, 1937, lists 4 grades of different manila fiber rope at
4 different prices Nos. 1, 2, 3 and Hardware rope, mak-
ing in all 480 makes of rope needed to supply all the trade.
Obviously it would not be good business for any Manila
Factory to stock such a variety in any market in the
world.

When hemp passes through the spinners it becomes
cordage yarn and in that state of preparation it can be
profitably stored. As we can sell rope only of the kind
and quality our customers will need three (3) months
hence, when we receive an order for rope we draw from
our stock of cordage yarn, make the order according to
specifications and ship. ,

It seems to us that almost immediately the trade in
the United States is made acquainted with the marks and
destination, and, if it is a sizeable shipment, some ambi-
tious salesman calls on our customer and by the time our
shipment has reached him, our customer is suspicious, and
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claims seem to be in order. This and many more disad-
vantages are what a manila rope-maker has to contend
with, when on a quota.

LABOR, WAGES, RESULTS

Yes, we have low-priced labor but they are also low
in efficiency. They accomplish about 14 as much, with
twice the supervision, that the efficient life-time worker
does in the United States. We are not complaining about
them, but we want to explain the figures on page 130,
Report No. 118, United States-Philippine Trade.

PUBLIC ACT No. 137—APPROVED JUNE 14th, 1935

At the time this seemed a generous concession on the
part of the Cordage Institute of the United States, and we
worked under it quite satisfactorily through 1936, having
to deny our customers during the first four months of 1937
further shipments until May 1st, 1937. This worked a
severe hardship on them as they had sold more than their
allocation, and we were helpless because we could not ship
their balances and pay duty which we would have done to
‘hold their trade. In some cases other nations had to sup-
ply this.

'1937—6,000,000 POUNDS QUOTA

His Excellency, President Manuel L. Quezon, made
just and fair allocation of this quota. We proceeded to
offer our product to old customers without success. We do
not care to reduce prices to secure this business. We feel
grateful to the United States Cordage Institute for allow-
ing the increasé but we find now that an absolute quota,
without the same right as other nations to import into the
United States by paying duty is not workable.

Unless we are allowed to meet our customer’s require-
ments during the closed season we will be forced to dispose
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of the present allocation'at cut-throat prices. The free
entry of all cordage would not injure the United States
Cordage market a particle, but forcing us to dump our
quota because of loss of old customers and in order to get
new ones will have a serious effect for a few months.

BINDER TWINE

Free Binder Twine from the Philippines is just a small
part of 75,000,000 pounds now imported free from all na-
tions. It is no answer to say that, because we are allowed
a short 3,000,000 kilos of rope free entry, we should
be deprived of a right given to every nation on earth, when
we have been under United States tutelage for forty years
and bought our plants from the United States, and today
are buying all sundry supplies from the tutor country.
Qur shipments of Binder Twine will not deprive a single
American workman of one hour of labor, but will give us
an opporfunity to assist the central states in making an
economical harvest of their wheat and corn, a goodly share
of which we are buying and consuming here. There is
no justice in depriving us of this right.

FREIGHT RATES

The most heinous crime that has been committed is
the placing of an unreasonable freight rate on our paltry
3.000,000 kilos of rope that is supposed to have free entry
into the United Statés. A $45.00 and $30.00 freight rate
per mefrie ton is the same as putting a 414 cent per kilo
duty on our Beeile shipments. '

Space is the valuable asset in an ocean going steamer.
Baled fiber occupies twice the space that the same weight
of manufactured rope does. Rope in small coils can be
chucked in small holes around other ecarge without injur-
ing it and serves the purpose of dunnage in stowing the
cargo. Each bale of manila hemp must have its 13 cubie
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feet or one hundred four to their metrie ton, As an econ-
omical proposition both rope and fiber might pay the same
rate per metric ton without any injustice to either product.
This should be brought to the attention of the Department
of Commerce U. S. Shipping Board, and application of a
uniform rate be given in United States bottoms. Please
understand that we do not recommend a $45.00 and $30.00
rate for both hemp and cordage, but rather a rate con-
sistent to the service given by the steamer as compared
to other Philippine products, say sugar, copra, and other
products shipped to the United States. The present rate
on manila rope is much too high as is the rate on baled
fiber. This $45.00 and $30.00 freight charge not only
makes U. S. business unprofitable to us, but also the South
American trade, and it has shut us out of Europe entirely;
in fact, it has closed the door of profitable marketing on all
territory west of Colombeo.

. Why the U. S. Shipping Board should do this to us we
cannot understand. (Report and Order of the Depart-
ment of Commerce, U. S. Shipping Board Bureau, in the
matter of No. 180—Johnson-Pickett Rope Company vs.
Dollar Steamship Lines, Inc., Ltd., Et Al). We ean un-
derstand how large shippers of Manila can dictate to the
Steamship Association Conference but cannot see why the
United States Shipping Board should allow this injustice.
If continued, it will only be a few years unti] hemp fields
will be converted into coconut groves, * '

SISAL SUBSTITUTE

The Philippine Islands can raise an L Grade fiber that
will compete in color and surpass in strength the sisal now
used in and raised outside of the United States. The price
depends much in the freight charges by the U. 8. Shipping
Board boats. .

Please give the Islands a living chance,

T %associated Steamship Lines figures:

1 ton of 1016 kilos of rope equals %70 cu.ft.
1 ton of 1016 kilos of hemp equals 104 cu.ft.
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ORIGINAL BRIEF SUBMITTED TO THE JOINT
PREPARATORY COMMITTEE ON PHILIPPINE
AFFAIRS BY NARCISO LAPUS BEFORE THE
PUBLIC HEARINGS ON THE SESSION HALL
OF THE PHILIPPINE SENATE ON
SEPTEMBER 22, 1937

THE PHILIPPINES ARE READY
RicHT Now

For COMPLETE AND ABSOLUTE
INDEPENDENCE

POLITICALLY AND ECONOMICALLY

'I believe that my country, the Philippines, has reached
the point, whereby she should be set free, politically and
econontically, from the United States for the following
Teasons:

¥

We have already complied with all the political, social
and economical requisites imposed upon our country by
the United States, from the McKinley regime up to the
present admzmstratwn

I

The provisions of the Tydings-McDuffie Act are being
faithfully complied with in every way from the part of
the Philippines, by filfilling the people’s and government
parts in the independence program, by paying and bearing
from our own resources the obligations and expense of the
Philippine government and by maintaining peace and order.
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That our economic sufficiency to live in an independ-*
ent existence is emphatically an evidence because we are,
perhaps, if not the best prepared country, economically
speaking, in the whole Orient.

QOur natural resources are more than enough to meet
our material needs as soon as we set them up on its running
basis. Our mineral resources are the richest in the whole
Orient. Our taxation system, specially on luxurieg is the
lowest.

Our income taxatior is the lowest in the world. For-
eign goods, business and residents are not yet adequately
taxed.

By readjusting such things, we can 'more than afford
to bear all the expenses of an independent government.
We can put on a relatively solid foundation our National
Defense as prepared and planned by our military author-
ities and leaders.

v

Sugar, Coconut, Hemp are not the only material
resources oI the country where we can derive our income
for the survival of an independent country, if and when
the United States deems it not to admit free entry into
its market such commodities. The Philippines is over
2,000 years old and yet it never lived exclusively on these
products during these past centuries.

’.We can diversify our products or we can look for
other markets, if America is no Iongeg' willing to take our
products on reciprocal basis, but we should never allow
that our freedom be subservient upon sugar interests, if
we want to be true to the history of our country.
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 EXTEMPORANEOUS SPEECH OF LAPUS BEFORE THE
JOINT PREPARATORY COMMITTEE ON PHILIPPINE
AFFAIRS ON SEPTEMBER 22, 1937 ON THE FLOOR
OF THE SESSION HALL oF THE OLD PHILIPPINE
SENATE AS A REBUTTAL TO ALL PROPHECIES OF
DisASTERS, DESTRUCTIONS AND EcoNOMICAL RUIN
OF THE ISLANDS IN THE EVENT oF POLITICAL IN-
DEPENDENCE OF THE COUNTRY AND SEVERANCE
OF FREE TRADE WITH THE UNITED STATES AD-
VANCED BY THE NEMESIS OF PHILIPPINE FREEDOM.

Mgr. CHAIRMAN AND
GENTLEMEN OF THE COMMITTEE:

Before going further in my speech, I wish to ask in-
dulgence of the Committee to extend my time in case I may
not be able to finish in 5 to 10 minutes as I have requested
to Doctor Dorfman in my letter with my original brief for
I did not figure it out that I shall have to refufe now
statements which, in my belief, are harmful to the cause
of Philippine independence,

I wish to go on record that I belong to the Association
of the Filipino Veterans of the Revolution with, more or
less, hundred thousand members all over the country, the
Philippine Independent Church with about four million
members in accordance with the 1919 Census, Geheral
Treasurer and member of the Supreme Council of the
Philippine Civie Union, the first Association that fought
at the outset the HHC law and the only non-gubernamental
civie Association that was able to send its delegate to Wash-
ington with the Mission that brought the Tydings-McDuffie
Act to the Islands, notwithstanding the fact, that our del-
egate, former Resident Commissioner Isauro Gabaldon went
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on record with his dissenting vote against the Tydings-
McDuffie Act although he waas over-voted by the members
of the majority in that mission,

Although, 1 do not officially represent them now before
this Honorable Committee, however, I am almost confident
that in this moment I interpret faithfully the true senti-
ment of the majority of the members of these Associations
as regards to the fundamental guestion of the Islands, the
Philippine Independence.

Going down to brass tacks as an addition to my supple-
mentary remarks which I propose to read after this oral
statement, I wish to ask permission of the Committee to
allow me to answer certain siatements advanced before
this Honorable Body by prophets of disasters and destrue-
tions, specially the sugar interests. I would confine most
of my rebuttal to sugar for I consider it the most powerful
and the largest interest that has sent representations before
this Committee and as the most important outspoken ele-
ments who advocate for free trade disregarding political
freedom of the country, altho I have to tackle, first of all,
the statements of a certain young man of the so-called
Commonwealth Association who has appeared here yester-
day, stating that “independence means nothing” and that
“if you wanted fo be independent you should go to the
mountains, but I am sure that after a while you will go
down to civilization to look for interchange of business with
the civilized people because that is the natural sequence of
the natursl law of offer and demand.”

You see, gentlemen of the Committee, immediately
after the revolution we, who rose up in arms to fight for
our complete and absolute independence had foresaw and
feared this consequence, in the event that the grant of our
freedom by the United States is unduly delayed, because
we figured it out, that easy living, as cine, picnies, dancing,
nice cloth, automobiles, big salaries and easy jobs, would
eventually lure them to the extent of renouncing, some of
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them, the ideals for which their forefathers fought and

- gave their lives in the field of battle for the freedom of
this country. Beecause of their age, they did not have the
opportunity to see, to feel and to touch the bitterness of that
struggle for the liberty of the motherland. As the Spanish
adage goes: “Ojos que no ven corazénm que no siente.”
Imagine a boy like that would say before this respectable
body and before the public that “independence means noth-
ing”! Nevertheless, I admired his courage and nerves,
because as far as I know, there has been no Filipino or
Filipinos so far who had the insolence to appear before a
public gathering like this openly advoeating against the
freedom of his country. But what can we do? Everybody
is free to express his own opinion and I have no alternative
but to respect such opinion. However, I wish to call at-
tention here to the fact that if “independence means noth-
ing” as stated by that boy who appeared before this Hon-
orable Committee, then, the “independence” for which the
very same United States has fought, the 21 republics of
South and Central America and a score of other nations
who fought for their independence like our heroes also
“means nothing”?

We cannot help it, if as the Spanish saying goes: “De
todo hay en esta vifia del Sefior,” or in English, “In this
godly earth everything grows.” America had its Benedict
Arnold, Columbia its Manuel Jose Marroquin and Rafael
Reyes. Well, we cannot stop it that once upon a time ap-
pears a Benedict Arnold, Manuel Jose Marroquin and Ra-
fael Reyes in some places of the earth. It is just heyond
our control and we cannot do anything about it.

That boy brought up before this Commitiee the Jap-
anesé¢ menace in his statements against Philippine Inde-
pendence and said, more or less, that once we are set free
and independent, we would be swept out and carried along
the line of imperialistic design and territorial-expansion of
Japan. like what she is now doing in China. To such alle-
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gation, I can only say this: That, if Japan had contemplated
such desire to gobble up this country once free and inde-
pendent, she had a better chance to do it with a little dif-
ficulty during the over three hundred fifty years of Spanish
domination, because Spain was not powerful encugh to stop
her (Japan). It is true that Japan is now carrying out
forward undeclared war in China disregarding treaties
and the rest of the world, but gentlemen of the Committee,
we should not judge at its face value the drama in China.
I know from my personal experience and contacts with
many Japanese friends with whom I am dealing in mining
business, that Japan is only trying to give a fraternal
spanking to China to bring her back te normal life, stop
and eradicate the chaos prevailing in that country and fix
the Chinese for their own good, in particular, and for the
general good and discipline of the whole Chinese people 1n
general to bring them back to their senses and stable
existence, because, as the Japanese believe, if they did not
do what they are now doing in China, the occidental peo-
ples are getting in little by little into Chinese territory by
way of commercial intercourse or by way of diplomacy
which Japan looks at it as a menace o her very existence.
If Japan really desires to gobble up orderly and normal
living nations in the Orient she would have done it with
the Islands during the Spanish regime, for it was easier
to do so. Take, for instance, Siam. This country is just
as far as the Philippines to Japan and as hig as our country,
yet Siam has been an independent nation for a long long
time and Japan never touched it, because there exist no
chaos in that country and there is not & remote menace
to the very life and existence of Japan as a power in the
Orient, .

Let us take for granted the arguments of that boy who
opposed our freedom that it is true, that Japan has an
imperialistic design to gobble up this country once we are
free and independent. Japan is now very busy fixing
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China. It would take her to finish the Chinese imbroglio,
perhaps, twenty years, may be fifty, or who can tell, if it
would take her hundred years? Then, by that time, we
might be ready to defend ourselves against any foreign:
invasion. Let us take in lump sum that all these argu-
ments are true as regards Japanese bugaboo. The man
who is afraid {o defend himself against any menace of
invagion of other nations does not deserve to ask for free-
dom because it is a shame to the world. Cowards are not
fitted for liberty and are unfit fo-live in this country.

As to the prophets of economie disasters and destrue-
tions of this country, in the event- that our sugar is cut
off free of entry into the American markets, I can only
say this: I challenge anybody here now to point out a single
case of starvation ever sinee this country has been known
as the Philippines or when sugar centrals were not yet
established in the Islands. Aftetr all, we had only these
sugar centrals in the country for a little bit over a decade
ago, yet during all these years previous to this period ne-
body died of starvation in the Islands as the prophets of
economic disasters and collapses zdvanced before this hon-
orable Committee.

This is one country that I know that is very rich in
natural resources. We have even gold under the churches,
The churches of Paracale and Mambulao in Camarines
Norte are staked for gold mining elaim. Even under my
small house in San Francisco del Monte 1 found sometime
ago a piece of stone that cofitains gold, altho it was not of
commercial volume, yet this fact shows that we have every-
where gold, copper, chromite and what not. Yet this is
a country, where everyday we are using drinking glasses,
porcelain plates, cloth, papers and many others but we do
not count with a single decent factory to manufacture these
-commodities that are of daily needs in this life. 'We have
plenty of water power to harness to cheapen electric cur-
rent-and get down to the level of Japan which has around
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a penny and a half per kilowatt for her industries, in order
to enable us to produce cheap commodities and compete in
open market, not iike now electric current costs us around
15 to 30 centavos per kilowatt: We can manufacture plenty
of our varied needs, such as papers, houseware, construc-
tion materials, galvanized ifon and pig iron. Cloth, rayon
silk and films from our abaca like what Japan is now
doing from our hemp, where she has a great colony in
Davao for raw material. If is really funniy though that
Japan is buying from us raw material, then brings it back
to our market in manufactured goods and sélls us at a
very low price. Well, why can we not do it like Japan; if
we study scientifically as this nation did over seventy yeirs
ago? J apaﬁ ‘has nothing original at all. What she did was
to take & little of everything good from all nations and
adapted the best part of it and used it in accordance to its
needs and eapacity. If Japan has been successful in this
tespect, I believe, we can do the same thing, for the stand-
ard of living of the Japanese people is very near to ours,
and besides, this tace came out from the same stock of
the Malayan people as the Filipinos.

How in the earth a country likeé this, with an estimated
wealth in 1932 of around seven billioRi pesos worth or at
the rate of about P600.00 per capita would perish in starva-
tion as it is foreseen and foretold by these prophecies of
destruction, disasters, ruin and collapses? It is unbe-
lievable. As I have pointed out in my brief that this coun-
try has the lowest per capita in taxation system, I am
pleased to glve the following statistics in this respect com-
pared with other independent countries:

Country Revenue Populalion  Per CapitaTaz
Philippines P 130,000,000 13,266,700 £ 548
Brazil » 284,874,843 43,323,660 » 858

Ecuador 20,064,000 2,600,116 ? 192
Venezueia * 57,800,000 3,026,878 7 19.13
Portugal * 192,606,028 6,825,882 » 28.20
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Switzerland * 178,081,080 4,066,400 7 43.06

Chile * 246,717,642 4,287,445 ” 57.64
Canada ¥ 648,124,000 10,376,786 " 62.46
Argentina " 835,134,471 12,056,069 ” 69.28
Norway ¥ 219,438,400 2,814,194 ” 77.98

Uruguay ¥ 174,062,695 1,993,234 »” 87.34

Estimated Source of Wealth of the Philippines from its
Four Major Industries in 1936

Philippine Forest Products P 33,510,692.00
» Mineral Products *  52,200,000.00 plus
» Apgricultural Products " 868,245,000.00 plus
» Fisheries-Latest Estimate ” 85,000,000.00 plus

Total P 538,955,692.00 plus

As you may see, gentlemen of this Honorable Com-
mittee, the wealth of this country, is highly promising,
altho some of our industries are at its stage of infancy
like mining, for instance, yet its results already reached
the point that no other industry could be compared to.
Our taxation system as these statistics show is the lowest,
yet in 1919, it was estimated, that if we impose tax ade-
quately upon luxuries, great estates and incomes as it was
reliably gathered this source of additional taxation would
yield to the government annually additional income around
eight million pesos plus. So as you see, this country could
not perish economically, if we judge from these statistics
and if we compare our capacity to live in an independent
existence to the above cited countries we are more capable
economically commensurate to the number, of our popula-
tion. e

There are also claims before this Honorable Commit-
tee that, if sugar ceases to enter free into the United States
market the present high standard of living of the native
laborers will drop down to the extent of starvation, be-
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cause it was said that our present daily labor average wage
is between 80 centavos to 50 centaves. This assertion is
-wrong, ‘because they are forgetting that in past generation
or during the Spanish regime, although the average daily
- labor wage was between 15 to 25 cents Mex, the par value,
- then, of our monetary system was equivalent to double par
value ‘of present currency. Besides they are overlooking
‘the fact that in those days the cost of living was far below
the present price of commodities and there were not many
things for the money to spend for as it is today. There-
fore, in fact, and.in truth as history attests, in those days,
living was cheaper, easier, happier and the standard higher
in values than the present.

This ‘sllegation of higher standard of living might be
true to some extent to the privileged ones and to some of
the medium class but not in the case of the masses. So in
the event, that these prophecies of disasters, collapses, ruin
and economic destructions come true as a sequence of sus-
pension of free frade with the United States, it would not
be of immediate effect to the masses for it could not be
worse than it is now for the native laborers. The effects
of disasters advanced by the prophets of destructions
might, perhaps, be to the few privileged class, because
whether we like it or not it might be that way, but I be-
lieve, it would be worthy this material sacrifice for our
freedom compared to the hardships and sacrifices of lives
and bloods of our forefathers who gave their all at the
altar of liberty and independence.

I see to the present claim for free trade and at the
same time, it is provided in the Tydings-McDuffie Act,
that the Islands should be neutralized for which the Pres-
ident of the United States should nepotiate for such treaties
of neutralization. Well, I doubt if there could be another
nation out of the United States, who would sign such a
treaty unless given the same privileges as the United States
in the matter of free trade arrangements and naval reser-

76144 O—voL. 111—38——18
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vations. So, I believe that these provisions of the Tydings-
McDuffie Act are a contradiction in itself and therefore
unpracticable, because, if we follow to the letter these pro-
visions in aecordanee to what reality prevails, time would
come that our country would be a free lunch for all, not
for the benefit of the Filibinos but to foreigners. The
outcome would be that the Filipinos will be foreigners in
their own country and in a few generations our race might,
perhaps, be wiped out entirely from the map of the world
supplanted by intruders,

I believe that the most important issue and the para-
mount point for the Filipinos as regards our relationships
with the United States is our complete and absolute inde-
rendence, because once we are free and independent nation
everything will automatically be settled up to the satisfac-
tion of all concern, for liberty is the greatest and most
sacred virtue of mankind and it is the whip of all evils.

‘May I be allowed by this honorable Committee to read
before I conclude the supplementary remarks fo my orig-
inal brief which I propose to submit for the records of the
Committee?
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SUPPLEMENTARY REMARKS

MogeiLizE OUR INDUSTRY AND IMPROVE OUR
AGRICULTURE SCIENTIFICALLY

Improve scientifically our sugar production and others '
to compete in an open world market, instead of creating
a difficult problem to solve by forcing the duty-free entry
of our products into the American market.

The fear for an unemployment problem would not be
a reality even if the United States’ market shuts up to our
sugar and other products if we develop to the best of our
ability and scientifically our -diversified industries.

By mobilizing scientifically our factories and indus-
tries the over P300,000,000 imports annually to the Isiands
will be reduced to its minimum volume for the benefit of
the country and will solve, in some way, the so-called fear
for an unemployment problem advanced and forecasted
by the prophets of disasters and pessimism.

If the effects on export tax during the 10-year tran-
sition period in the Tydings-McDuffie Act is so fearful
as painted by our pessimists, why not cut it off and have
our commercial reciprocal treaties with the United States
once we are set free and independent rather than to be at
the mercy of the interests against our products and exports.

Some groups advocate for a longer economic transition
period than what is provided in the Tydings-McDuffie Act
and allege that the country is not yet ready for a full inde-
pendent life. To this allegation, I can only answer that
gince 1898, we have been ready to assume an independent
existence.

“Immediate, absolute and complete independence” for
the country was invariably the platform embodied in al-
most all the political parties existed in the Islands since
1907. If this was true then, the attacks in America that
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we were not sincere in our demana for “immediate, ab-
solute and complete independence” for the country were
true and correct?

Being a free and independent nation, the Philippine
Islands will be in a better position to look around for bet-
ter commercial interchange elsewhere.

We are tied up now with one market and with no
tariff autonomy but if we are granted our freedom we
would be free to look for our own salvation in accordance
with our needs.

No party, nor individuals in the Philippines since
1907 came up to power against the banner of “immediate,
absolute and complete independence.” Most of those who
profited out of this political plank are now, I think, the
dominant elements in our economie, political and social life
and some are ¢captains of industries. It seems that they
are the same forces and groups, at present, who are afraid
of the Buga-boo that has been built upon false premises
for selfish ends.

Many of them became so materialistic and practical,
indeed, that they go to the extent of forgetting those “who
fell in the dark of the night,” for the supreme ideal of
freedom and independence of the country. The idea to
barter the birthright and liberty of 15 million people “for
a mess of pottage” is all wrong. We have rose up in arms
in the revolution not for sugar, ete.

As for us, the small and the so-called forgotten men
would rather put aside sugar, coconut, hemp, etc. and have
rather absolute and complete freedom and independence
right now. The sooner the better.

This reminds me once more the historical pronounce-
ment of that great and brave oppositionist, martyr of Cor-
regidor, Dr. Dominador Gomez, who said once in the peak
of his political glory that “every dollar invested in the
Islands is a chain for Philippine Independence.” In this
regard, I should say, instead, that every pound of sugar
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produced now in the Philippines is a nail to the coffin of
our liberty. freedom and independence.

Others alleged that some 2,000,000 Fihpxnes are de-
pendent upon sugar. May be so, but how? -

As regards to this matter I wish to quote here a frag-
ment of a statement of an agricultural economist. who
visited recently the country as an observer of Philippiné
Affairs, Dr. Frank B. Morrison, a professor of Cornell
University whe had expressed in the following way as re-
gards fo bad treatment of the Filipino tenants in Nueva
Eecija and in Negroa:’

“I have seen the conditions of your workers in
the ricefields of Nuevn Ecija and the canefields of
Negros,” he declared. “And I do not blame them if
they should feel discontented. Ii seems that the ha-
cenderos in these pluces showed more care and con-
cern for their cargbaos and sugarcane than for thewr
workers.” '

“I' vead in ¢ Manila paper while I was in Cebu
that the average income of your farmer is P60.00 a
year. Now, this.is too meager for adequaie happiness.
One of the problems of the Philippines, if it expects
to survive long, is the happiness of the masses. They
must be helped to earn more, and their standards of
living must be raised comsiderably.”

It is an unusua!l act for a man to ask and beg his father
to give him permission to marry a girl and set him free
to form his own family and home and then asks and begs
his father at the same time to support and protect him
and his family during his marriage.life.

Well, this is what the pessimists and prophets of de-
structions are now asking to the United States as regards
Philippine Independence. Year in and year our for over
30 years we have been asking “immediate, absolute and
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' complete independence” for the Islands and now that the.

time has come.for Uncle Sam to grant us what we have
-been loniging for some sweet brothers of mine are afraid
to take what we have been begging for during all these
yea.rs. Is it not funny?

The genuine Flhpmcs whe love this country and those
who, in their veins runs the blood of those who gave their
Lives for the liberty and independence of this country are

ready to suffer hardships and are not fraid to die for it.

The Tydings-McDuffie Act is unjust-to the Filipinos
“and many of its provisions are eontradictory- and discrim-
‘inatory.

thle its provisions carry iniquities -against the Fil-
-'sssmas it ‘restricts nothing of .the United States.

. We are limited to 50 persons annuslly to enter into
the United States while Mencan citizens are free to come
t6 the Philippines, ‘

‘Qur products’ are limited ‘of free entry and are to be
é,taxe;i ‘gradually after the bth year of the Commonwealth

to the. market of the United States while:the American
‘products and goods arenot restricted to come:to the Islands.
_ We are taken in- the United States as aliens while we
‘owe allegiance 1o the Amerman flag and are duty-bound
to defend it at any cost.

While there is £ ¢lsuse about naval reservations for
the United States in the Tydings-McDuffie Act, it is also
provided thereof that the President of the United States’
shotild negotiate with other powers for the neutralization
of fhe Phxhppu}ee

‘The President of the United ‘States,can call at will
io service our Army yet our President cannot do the same
“thing to the American troops,

So, I believe that'it is better for the Philippines to have

“out’ mdependenee now or the abrogation of the Tydmgs-
McDuffie Act is _respectfully urged for unjust, unpractxca—
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ble, and unequitable for the Philippines, if it is not possible
to remove its objectionable parts and provisions.

“Self preservation is the first law of nature” is the
cominon adage. The American people cannot be blamed
if they refuse free entry to Philippine products, if such
commodities compete to their means of living. If we are
really just and conasistent in our desire for freedom and
independence, we should not insist on to have free trade
with the United States, if such arrangements would be
harmful to the Americans, We should, rather, have our
independence first, then ask the United States for recipro-
cal trade arrangements .and, if this is not possible, we must
look for our own salvation by adapting methods of com-
petitive scope for the open markets of the world, otherwise,
we should not ask eomplete and absolute independence for
it puts us in an inconsistent ridiculous positien.

Being a free and independent country, the Philippines
will be in a better position to look for better markets for
its trade and will not be handicapped to deal with any
country for reciprocal commercial treaties.

All these balderdashes and talks about “collapses,”
“ruin” and “destruction economically of the country” is a
wasted gesiure, bBecause, no matter how great the United
States’ love for the Filipinos she would never sacrifice for
them at the cost of her own citizens, who are striving also
to survive in this eternal struggle for existence and who
wanted to get rid of any competition harmful {o the Amer-
ican products. Sooner or later, we have to face the bitter
reality of facts and that we have to take care of ourselves
alone is an undisputable conclusion. Then, why not do it
now and learn how fo crawl alone instead of yelling vain-
ly for help all the time and at the same time asking for
complete freedom?

I presume, that all these shouts of the prophets of dis-
asters is a vain gesture by pretending to force the entry of
our products into the American market free of duty, We
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might as well forget it and get busy with our laboratories
and find out scientifically the best method to improve our
average production and exports and reduce its cost in order
to enable us to face the world in an open competition.

. If Java can produce 280 piculs of sugar per hectare
by which she outsells us in an open market, why can we not
do the same thing by improving scientifically our method
of . production?

We are in the same litoral and of the same tropical
climate. After all, we are not supposed to hang up on
anybody forever. So it might as well be better for us to
start now and get busy to find our own salvation, if we
really are desirous to live an independent existence.

Japan rose up w0 a rank of first potential power in
les.. than 70 years without the natural gift of iis land as
our soil is hieséed. _

I believe, we might be able to do the same thing if we
are free and .ndependent nation, for we will be free to
act and direct our own destiny in our own way and in ac-
cordance with our needs and idiosincracies.

When & country wishes to enjoy the blessings of free
life and independent exisience she should nof worry very
much about material difficulties, rather, we should be op-
timistic that the future has in store for us a beautifyl com-
pensation atter vur bitter struggle for freedom for nearly
four long consecutive centuries. '

After all, the claim of this so-called high standard of
living we have at preseut is an artificial one for the Fil-
ipinos, because it is not adapted to our true life and eco-
nomical capacity and could not.stand the test of time, for
it is too expensive for the real and true life of the masses,
with the exception, of course, of the few and privileged
ones. :
Sugar is so sweet but when it is mixed up with the
liberty of a people of 15 million souls it turns info a bitter
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and deadly poison for it shatters up the hope of a country
for which thousands of lives of the best of our race were
sacrificed at the altar of liberty and freedom, '

The longer we wait for our liberty and independence
the farther we are at our goal as we see it now as a sequence
of the easy living in some sectors of our youth. It seems
to me that they are forgetting entirely the ideals of their
forefathers and others barter it for material comforts,
ete. So, it might be a better idea fo have our independ-
ence now while the Democrati¢ Party is in power, for we
would never be sure of the future and the unforeseen cir-
cumstances and reactions in the event that the Democratic
Party is relieved in the Washington administration.

‘We, the majority of the small people, who are not de-
pendent upon sugar, respectfully beg this Honorable Loni-
mittee to recommend to the President and -Congress of the
United States to grant us our complete and absolufe inde-
pendence as it is compatible to our economic and political
existence and as proposed by the last gesture in America
of our President, that is, our independence be granted by
December 1938 or July 4th, 1939, instead in 1946 as pro-
vided in the Tydings-McDuffie Act “otherwise, we would
respectfully recommend the complete abrogation of the
Tydings-McBuffié Act for a law that would_ restore at once
the first Philippine Republic established in the Orient in
1898 for which our heroes gave their lives. The remnants
of that glorious struggle for liberty are getting every day
older and older and their only eternal hope and happiness
is to see once more the glorious restoration without any
further delay of the Philippine Republic.

I thank you,
NARrCISO LAPUS

Sept. 22, 1937.
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Dr. BEN F. DOoRFMAN’S LETTER TO LAPUS AND
SCHEDULE OF PUBLIC HEARINGS FROM
SEPTEMBER 15 T0 22, 1937

JOINT PREPARATORY COMMITTEE ON PHILIPPINE AFFAIRS
Room 362, Legislative Building
Manila, Philippines

September 13, 1937

My dear Mr. Lapus:

1 am enclosing a copy of the schedule of appearances
which was relezsed to the press this afternoun. You can
determine from it the day on which you will be expected
to appear before the Committee.

Very traly yours,
‘For the Chairman:

_ {Sgd.) BEN DORFMAN
Member, Joint Preparatory Committee
on Philippine Affairs.

Mr. Narciso Lapus,
Kentucky Avenue and Riverside
San Francisco del Monte,
San Juan, Rizal.

JOINT PREPARATORY COMMITTEE ON PHILIPPINE AFFAIRS
FOR THE PRESS September 13, 1937.

A total of 50 briefs were submitted to the Joint Pre-
paratary Committee on Philippine Affairs, 26 .of which
were accompanied u._by requests for hearings. The organ-

"5
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jzations and individuals which requested hearings are be-
ing notified to appear in the following order at the public
hearings which are to begin at 9:00 a. m. on September
15 at the Senate Chamber of the National Legislative
Building:

September 15— Philippine Coconut 0il Mills
Philippine Coconut Association
Agusan Coconut Company
Cooperative Coconut Products, Inc.

September 16— Confederation of Sugar Cane Planters
Philippine Sugar Association :
Johnson-Pickett Rope Company and Gen-

eral Manufacturing Co.

September 17—Group of Embroidery Manufacturers
Philippine Button Corporation )
Rattan Produets Manufacturing Co.
Philippine Textile Commitiee
Representatives of American Leather Tan-
ners
Buntal Hat Weavers Association

_ September 20—Manila Chamber of Commerce

Chamber of Commerce of the Ph;hppme Is-
lands

American Cnamber of Commerce

Philippine-American Trade Association
September 21-—Labor Mining Association

National Executive Council of the Popular

Front

Sakdalista Party of the Philippines, Manila.

Sakdalista Party of the Philippines, Cavite.

Commonwealth Association (Pedro Blanco)
September 22—Mr, Narciso Lapus

Mr, Patrick MecCrann

Mr. Tomas Rivera

Myr. Antonio A, Zolima

Mr. Gerard C. Monden

Mpr. Salvador Araneta

The Joint Preparatory Committee on Philippine Af-
fairs cannot designate the exact time but only the order
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in which the representatives of the above are expected to
appear on the days indicated. The only official record of
the proceedings of the hearings will be kept in English.
Speakers may address their remarks either in English or
Spanish. Those who speak in Spanish, however, are re-
quested to bring their own interpreters unless they prefer
to use the interpreter designated by the Committee.

The organizations and individuals which submitied
briefs, but which did not request hearings, are as follows:

Philippine Motor Transport Association

Dr. Agustin Y. Lotuaco

Japanese Chamber of Commerce

Mr. J. A. Wolfson

Insular Sugar Refining Corporation

American Retired Teachers Association

El Dorado Oil Works

Central Executive Committee of the Communist Party
of the Philippines

I’h;lmpme Hardwood Manufacturers Export Associa-
ion

Mr. Jose Ma. Espino

Hon. Jose Fuentebella

Philippine Desiccated Cocorut Industry

Mr. A. V. H. Hartendorp

Comite Redactor del Memorial del Trabajo

Mr. Manuel Gamboa Belleza

Mr. Mateo Guanzon, Sr.

Philispine Automobile Dealers

Manila Tobacco Association

Philippine Civie Union

‘Messrs. Vicente C. Aldaba and Manuel L. Roxas

Association of the Veterans of the Philippine Revolu-
tion

Municipal Council of Luchan
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- PrESS COMMENTS ON LAPUS’ SPEECH BEFORE THE
JOINT PREPARATORY COMMITTEE ON PHILIPPINE
AFFAIRS ON SEPTEMBER 22, 1937.

“El Sr. Lapus informé, principalmente sobre el hecho
de que Filipinas, segun él, ya ha llegado ol punto de ma-
duréz para vivir vide propia e independiente, no faltando
stno la movilizacion de sus indusirios y el mejoramiento de
su agro. De paso, tuvo palobras de admonicion pare los
que en frase propia, son agoreros del pesimismo, de lo ruina
economicos de Filipinas por causa del azuwcar y otros pro- -
ductos de exportacion mayores de las cuales, por 2,000 anios
no ha dependido la existencia de Filipinas . . ."—LA
VANGUARDIA, September 22, 1937. )

L * *®

“Nareiso Lapus comparecié en su capacidad de aman-
te de la lLibertad wurgiendo la independencia inmediate y
completa de Filipinas. Denuncia o los azucareros de bebés
que se quejan sin razén y esitdn dispuestos a vendor su
patrimonio por consideraciones materiales. En un parra-
fo de su peroracion Lapus afirmé ‘que cada libre de azu-
car exportada a America es una anille mas er lo cadena
gque nos une con los Estados Unidos’. ‘Afiadio que las di-
ferentes imdusirias que han comparecido podrian ser sus-
tituidas con otras que rendirian igual beneficio . . ."—LaA
OPINION, September 22, 1937.

L ] x x

“Narciso Lapus comparecié ayer mafiond como repre-
sentante de la Union Civica, de lo Asociacién de Veleranos
de Filipinas, del Consejo Nacional Supremo y de la Iglesia
Aglipayana. Lapus alaco a los comérciantes que compa-
recieron ante el Comite para predecir el desastre economico
Filipino despues de la suspension del libre cambio. Ale-
gandose representar el verdadero semiimienio de fodo el
pueblo Filipino, somelfo un memorandum en el que expre-
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saba confianza en lo habilidad de le nacién Filipina para
sobrevivir la suspension del libre cambio . . ."—FEL DE-
BATE, September 23, 1937.

* * *

“Narciso Lapus luombasted businessmen who have ap-
peared before the Committee to foretell disaster after free
trade. Clasming to represent the real sentiment of the
entire Filipino people, he submitted a memorandum in
which he expressed confidence in the ability of the nation

to survive severance of free trade . . ."—PHILIPPINES
HERALD, September 22, 1937.
* * L 3

“CONTRARY PLEAS HEARD AT CONCLUDING
TRADE COMMITTEE HEARING”

“While Salvador Araneta, local attorney, urged on the
one hand the extension of the transition period fo al least
Fifteen years, Narciso Lapus, . gpeaking in behalf of the Civic
Union and the Philippine Veterans Association, proposed
absolute independence by December, 1938 or July jth,
1989 . . .7

“Mr. Lapus on the other hand insisted on compleie
freedom as soon as possible, urging abrogation of the
Tydings-McDuffie law as being unjust and unjustifiable”

“* Improve scientifically sur sugar production and
others to compete in an open world market instead of
creating o difficult problem o solve by forcing the duly-
free entry of our products inlo the American market,” Mr,
Lapus declared . . ."—THE TRIBUNE, September 23, 1937.

* » *

“Lapus called the cilitude of those who ask for inde-
pendence and free irade in one breath, ‘funny,’ he said.”
“Year in and year out, for over thirty years we have
been asking ‘tmmediaie, absolute and complete independ-
ence’ for the Islands, and now that the time has come for
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Uncle Sam to grant us what we have been longing for,
some sweet brothers of mine are afraid to take what we
have been begging for during all these years. Is il nol
funny?” -

“Lapus attracted considerable atiention some years ago
when he challenged to a pistol duel Nicholas Roosevelt,
the writer. Roosevell wrote a book on the Philippines
which many considered unfair to the Filipinos . . "~
THE MANILA DAILY BULLETIN, September 23, 1937.

* * *

“Si Narciso Lapus ay nagsalita rin sa papulong kaha-
_pon ng umaga se ngalan mg Union Civica, Samahen ng
mga Beteranos ng Rebolucion sa Filipinas af Iglesia Fili-
pina Independiente. Hiningt niya ang genap na pagsaese-
rili at ipinchayag ang panenalig ne walang sukat pengani-
“ban ang maloyang Filipings, maging sa politica at gayon
din se kabuhayen . . .”—MABUHAY, September 23, 1937.

* L *

“May tallo pang nagsipagsalite silang neuna kay G.
Araneta. Ito ay sina Nareciso Lapus, na kumakatowan sa
Union Civica at sa Sambahang Sarili . . .”

“Si Narciso Lepus ay nagpahayag na ang Batas Ty-
dings-McDuffie ay tiyak na hindi makalarungan sa mga
Filipino sapagka’t marami ang mga tadhane nitong hindi
makatarungen gaye ng pagpepalew ng buwis sa kalakal
panindang Filipino naipinasok sa Estados Unidos sa lood
ng panahon sea pagpapalitan ng pamahalaan samantielang
ang panindeng Amerikano na ipinapasok naman se Kepu-
luan ay kindi mapapatawan. Hiningt niya ang pagsasarili
ngayon 0 ang pagpapaweciang bisa sa Batas Tydings-Mec-
Duffie. . . ."—TALIBA, September 22, 1937.
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LArus MISQUOTED BY CERTAIN SECTION
OF THE PRESS

The Editor
Philippines Herald
Manila

Sir:

On the 22nd instant the Herald carried a news item

as regards the hearing conducted by the Joint Preparatory
Committee on Philippine Affairs in reference to my ap-
pearance before that body in the following manner:—

“Narciso Lapus also testified this morning as rep-
resentative of the Civic Union, Philippine Veterans
Association, Supreme National Council and the Philip-
pine Independent Church.”

“Narciso Lapus lambasted businessmen who have

-appeared before the Committee to foretell disaster

after free trade. Claiming to represent the real sen-
timent of the entire Filipino people, he submitted a
memorandum in which he expressed confidence in the
ebilily of the nalion lo survive severance of free
trade.”

In the first place, I wish to repeat what I have said

more or less, before the Committee at the keginning of
my speech as a supplementary remarks to my original brief
which I have submitted previously to said Committee, in
the following way:—

“I wish to go on record that I belong to the Asso-
ciation of the Veterans of the Filipino Revolution with,
more or less, 100,000 members all over the couniry,
the Philippine Independent Church with about four
million members in accordance with the 1919 Census,
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General Treasurer and Member of the Supreme Coun-
eil of the Philippine Civie Union, the first Association
that fought at the outset the HHC law end the only
non-gubernamental civic association thaoi was able to
send its delegate o Washington with the mission that
brought the Tydings-McDuffie Act to the Islands, not-
withstanding the fact, that our delegate, former Resi-
dent Commissioner Hon. Isauro Gabaldon went on
record with his dissenting vole against the Tydings-
MceDuffie Act although he was over-voted by the mem-
bers of the majority in that mission.”

“Altho, I do not officially represent Lhem now
before this Honorable Committee, however, I am al-
most confident that in this moment I interpret faith-
fully the true sentiment of the majority of the members
of these associations as regards to the fundamental
question of the Islands, the Philippine Independence.”

As to the part of the information of your paper, at-
tributed to me that “Nariso Lapus lambasted businessmen
who have appeared before the Committee,” I wish to cor-
rect this for the sake of truth that I have not attacked
or lambasted any businessmen. It is true that I have re-
futed certain prophecies of “disasters,” “collapses,” “ruin”
and “economic destruction of the country’” that were stated
before the Committee coming from reactionary economic
sector of the ranked traditional pessimism, but I never lam-
basted any businessmen nor any particular individuals of
our business world.

It is also frue that I have refuted certain assertions
made before the Committee in that our people will starve
in the event that our free trade with the U. S. is discon-
tinued and that our Government can not maintain its ex-
penses as it is now as a sequence of our complete independ-
ence. To this allegation I have cited before the Committee
comparative statistics of the actual and probable wealth

78144 O—vor XII—38-—17
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and income of the Government, and also the estimated
‘wealth of the country and.the present average taxation
per capita of the Filipinos compared with a score of inde-
pendent countries, fo show to the Committee that this coun-
try is capable to maintain an independent existence by
increasing and reorganizing its taxation system on luxuries,
big incomes and the great “haciendas” (estates) which are
not at present taxed by the government, and that the money
coming from these soureces will replace the taxes that our
government would lose on sugar, ete.

I also have refuted the allegation that the so-called
present high standard of living of our laborers wil drop
down te the extent that would ensue starvation in our people
in the event that the country would be cut off abruptly its
free trade with the U. 8. by adducing before the Committee
that there is no truth to such prophecies, and I have chal-
lenged anybody to point out to, at least, a single case of
starvation in this country when sugar centrals, were not yet
established in the Islands for which nobedy could belie my
contention in this respeet. I also have contended, that
there is no truth of the so-called present high standard
of living of our laborers, as attested by the same arguments
of the prophets of disasters that, the average native daily
wage is between 30 to 50 centavos. Taking into account
the laborer daily wage in the past generation which was
15 to 25 cents more or less but considering, then the double
value of the Islands’ currency in the Spanish regime the
Mex peso was equivalent fo two pesos of the present Fili-
pino currency. Furthermore, we must not overlook that
the cost of living in that time was far below than the price
of present commodities, thus we shall arrive at a conclusion
that the standard of living of our laborers in olden -days
was higher in value, easier and more pleasant than the
claim of present higher standard of living.

This allegation of higher standard of living might be
true to some extent to the privileged ones and to some of
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the medium class but not in the case of the masses. So in
the event, that these prophecies of “disasters,” “collapses,”
“pruin” and “economic destruction” come true &as a sequence
of the suspension of free trade with the United States, it
would not be of immediate effect to the masses for it could
not be worse than it is now for the native laborers. The
-effects of disasters advanced by the prophets of destruction
might be to the few privileged class, because, whether we
like it or not it might be that way, but I believe, it would
be worthy this material sacrifice for our freedom, com-
pared to the hardships and sacrifices of lives of our fore-
fathers who gave their all at the altar of liberty and inde-
pendence.

To correct the mistakes in vour news as regards my
appearance and statement before the Committee, I would
greatly appreciate the publication of this correction and
much obliged,

Very truly yours,
NARCISO LAPUS

September 24, 1937
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BEFORE THE JOINT PREPARATORY
COMMITTEE
on
PHILIPPINE AFFAIRS

RE: CIVIL RIGHTS OF CITIZENS AND COR-
PORATIONS OF THE UNITED STATES IN
THE PHILIPPINE ISLANDS AFTER INDE-
PENDENCE, ESPECIALLY THOSE IN-
TERESTED IN PUBLIC UTILITIES, IN-
CLUDING TRANSPORTATION.

It is estimated that there are some 7,000 Amer-
icans residing in the Philippines, not eounting members
of the U. S. Military Forces stationed in the Islands.
It is believed that the number has increased somewhat
during the last three years as a result of the so-called

mining boom.

Many of these Americans have resided here for
over thirty years. Many came with the U. S. Volun-
teers during the Spanish*American War and remaiined
after peace was established. Many others came as
civil officials or employees and. served the -Govern-
ment for many years. Each and every one hasdone
his or her part in developing this country and bringing
about the remarkable progress which has taken place
here since American occupation. Many have married
here and their children are American citizens. The
business activities of these Americans and the Zmer-
ican capital invested in the Islands are well get forth
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in the report of Dorfman and Waring on United States
Philippine Trade (U. S. Tariff Commission Report
No. 118) pp. 188-192, and it is not necessary to make
a restatement of the same here. Naturally, these
Americans are concerned regarding what their eivil
status will be after independence. And this iz spe-
cially true since it has been proposed to advance the
date of independence, a matter which it is understood
your Committee is to take into consideration.

Present Status. The Tydings-McDuffie Law,
after providing for the framing of a ‘‘Constitution
for the Government of the Commonwealth of the
Philippine Islands”, provides that the Constitution
" formulated and drafted shall contain a bill of rights
and shall, either as a part thereof or in an ordinance
appended thereto, contain provisions to the effect
that, pending the final and complete withdrawal of
sovereignty of the United States over the Philippine
Islands, (among others)—

Citizens and corporations of the United States
shall enjoy in the Commonwealth of the Philippines
all civil rights of the citizens and corporations, respect-
ively, thereof. (Bee. 2, -(16)-.) {Italies ours.)

This condition has been complied with and we
find the said provision in Par. (17) of Section 1 of the
Ordinance Appended to the Constitution.

This defines the present status of American citizens
in the Philippines. The term ‘“‘civil rights”, as here
used, has not been judicially defined. Some have
suggested that it includes the right to vote and to
hold office. Others have suggested that these are
political and not civil rights. At any rate, no Amer-
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ican has insisted on the right to vote or hold office
and in faet, in actual practice, American citizens in
the Philippines are now enjoying all civil rights, the
same as Filipinos, with the possible exception of the
right to vote and to hold office and no question regard-
ing the same has been raised.

Status after Independence. In the very next
paragraph, the Tydings-McDuffie Law makes the
following provision:

{b} 'The constitution shall also contain the follow-
ing provisions, effective as of the date of the proclama-
tion of the President recognizing the independence of
the Philippine Islands, as hereinafter provided:

{1) That the property rights of the United States
and the Philippine Islands shall be promptly adjusted
and settled, and that all existing property rights of citi-

. zens or corporations of the United States shall be acknowl-
edged, respected, and safeguarded to the same extent
28 property rights of citizens of the Philippine Islands.

And:

{(5) That by way of further assurance the govern-
ment of the Philippine Islands will embody the fore-
going provisions except paragraph (2) in a treaty with
the United States. »

This condition has also been c¢omplied with and
we find the same provision in Art. XVI. Sec. 1, of the
Philippine Constitution entitled “Special Provisions
Effective Upon the Proclamation of the Independence
of the Philippines”.

It will be observed that, according to the existing
law and constitutional provisions, eitizens of the United
States enjoy all “civil rights” during the life of the
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Commonwealth; but after independence, will enjoy
only “existing property rights”.

Now what is the meaning of the term “existing
property rights”? Is it to be understood in a broad
and general sense, or in a narrow sense? Is it to be
understood in the same broad sense that the term
“property’’ is understood as used in the 14th Amend-
ment to the Constitution of the United States, pro-
viding that no one shall be deprived of “life, liberty
or property’”’ without due process of law? Does the
term “property’”’ here refer to only real estate and
chattels, or does it embrace, as has been judicially
determined, “every species of valuable right and in-
terest, including real and personal property, easements,
franchises and hereditaments”? (46 N. Y. Super.
Ct. 138.)) And in either case, does it refer only to
rights to property existing upon the date of the procla-
mation of independence, or does it refer to the right
to buy, acquire, sell or otherwise dispose of property
after independence? _

If the term is to be understood and interpreted
in its broadest sense, and we believe that Congress so
intended, then the rights of citizens of the United
States in the Philippines will be fairly well protected.
But, unfortunately, other provisions of the Philippine
Constitution are not in harmony with this theory.

Public Utilities Including Bus Transporialion.
The members of the Philippine Motor Transportation
Association are principally interested in public utilities
and particularly in bus transportation. The rest of
this brief will, therefore, refer to the rights of citizens
of the United States so interested.

There is a large amount of American capital
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invested in public utilities in the Philippines. The
amount stated by Dorfman and Waring is $31,850,000,
but the amount stated by them as invested in “Truck
and Bus Transportation”, $972,500, is very much
under the true amount as we shall shortly show.

Bus transportation in the Islands has been pecu-
liarly developed by the Americans. With the exception
of the Manila Railroad which operated between Manila
and Dagupan, there were practically no land trans-
portation facilities during the Spanish régime. There
were very few roads and those that existed were im-
passable during the rainy season. The motor vehicle
had not yet arrived. Most transportation or travel
was by water.

During the first years of American occupation
the Government was occupied in perfecting its organ-
ization, establishing law and order, sanitation, etc.,
and it was about 1908, under the leadership of Hon.
W. Cameron Forbes, then Secretary of Commerce,
that & ecomprehensive road-building program was
begun and which has been carried thru to the present
date. This has resulted in a good system of highways
covering practically all of the well-populated islands.
Some of the least populated islands, such as Mindanao,
Mindoro, Palawan and some smaller ones, have rela-
tively few roads.

It is a coincidence that the motor vehicle arrived
at the same time that the roads were being built and
the result has been a rapid and extensive development
of motor vehicle transportation.

The first motor bus in the Phlhppmes was operated
by Mr. A. L. Ammen in Camarines in 1911, About
the same time, Mr. Walter S: Price started bus opera-
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tions on the Island of Leyte. It is somewhat strange
that these two beginnings were made at places distant
from Manila, but such is the case. While the growth

of the business was slow during the first few years,
with the extension of the roads and the improvements
in motor vehicles, it later expanded rapidly. When Mr.
Ammen, for example, incorporated hiz business and
formed the A. L. Ammen Transportation Co., Inc.
in 1914, he was operating 9 buses. Today the Com-
pany is operating 225 buses and 50 hire automobiles
and transports over 12,000,000 passengers a year.
Mr. Ammen also founded the Pangasinan Transporta-
tion Co. and his associates started the Batangas Trans-
portation Co., Laguna-Tayabas Bus Co., Bohol Land
Transportation Co. and others. Other Americans
started bus operations in other parts of the Islands.
Uniformly these operations have been sueccessful and
have expanded. Today the investment of citizens
of the United States in bus transportation is as follows:

Total Capital Capital Invested by
Invested ém

of U. 8.
A. L. Ammen Travnsportation Ce..... 1,000,000 P 700,000
Batangas Transportation Co......... 475,000 235,750
Laguna-Tayabas Bus Co. .......... 500,000 189,700
Pangasinan Transportation Co. ..... 500,000 420,000
Pampanga Bus Company............ 523,800 323,500
Red Line Transportation Co. . 233,500 204,400
Northern Luzon Transp . Ine. ...... 151,700 108,500
Rural Transit Co. :................ 400,000 400,000
Cebu Autobus Co. ................. 500,000 350,000
Bohol Land Transportation Co. ..... 360,000 189,000
Mindanao Bus Co. ................ 150,000 102,000
Manila Electric Co. (bus business

only) e e © 600,000 600,000
Leyte Land Transportation Co....... 120,000 12¢, 000
Panay Autobus Co, ................ 400,000 §68 000
Bulacan Bus Co. .................. 58,000 46,(!&&
Cebu Transit Co. .................. 100,000 54,000

Total,...ovvvnnvnvannaat. 6,012,000 4,208,350
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'The book value of this investment of $4,208,850
i8 at least 509, greater than the actual investment and
the real or market value of the investment has at
least doubled, as, for example, Mr. Price, practically
the sole owner of Leyte Land Transportation, values
his business at 700,000, while only the original
investment of P120,000 is listed above. And shares
of some of these companies, like the Batangas Trans-
portation Co., have been selling for between P200 and
300, the par value being ¥100.

All of the above mentioned investment, except
that of the Manila Electric Co., is by citizens of the
United States residing in the Philippine Islands.

All of the above-named companies are corporations
organized under the laws of the Philippine Islands by
Americans and all, with the exception of the Panay
Autobus, are managed by Americans.

Only one large bus company has been organized,
financed and successfully operated entirely by Filipinos.
This is the Pasay Transportation Co. It was not
organized until 1928. Filipinos have, however, ac-
quired a very important minority interest in the
companies listed above, amounting to 1,804,150 and
this interest is gradually increasing. There are also
small Filipino bus operators operating from one to
ﬁfty buses each. The total number of buses operated
in the Philippines is approximately 3,700.

Americans have not gone into the tmekmg busi-
ness very extensively. One firm, the Luzon Brokerage,
does a very large trucking business, more or less in

connection with its customs brokerage business. Mr.
L. W. Nantz also does a good-sized trucking business.

But these operate as private contractors and not as
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public utilities. Most of the trucking is done by small
Filipino truckers.

The Manila Railroad Co., owned by the Govern-
ment, operates a large fleet of buses and trucks, espe-
cially in making connections for both passengers and
freight between the railrvad and Baguio. :

These utilities operate under franchises or cer-
tificates of public convenience which have from time
to time been granted by the Government of the Phil-

ippine Islands as authorized by Section 28 of the

Jones Law (Act of Congress of August 29, 1916).

These franchises and certificates of public con-
venience are property. There can be no doubt about
that. The courts have repeatedly so held.

Undoubtedly, under the existing law, this property
(franchises or certificates already granted) when owned
by citizens of the United States, will be acknowledged,
respected and safeguarded after independence to the
same extent as similar rights of citizens of the Phil-
ippines.

But is the term “existing property rights” to be
interpreted as to refer only to franchises and certificates
of public convenience in ezistence on the date of pro-
clamation of Philippine Independence?

Or is it to be interpreted in a broader sense to
include the right to buy or acquire franchises and
certificates? As before stated, the term “‘property
rights” usually means not only the right to own, but
the right to acquire and sell property.

Citizens of the United States now have the right
to acquire and obtain franchises and certificates of
public convenience. The present law regarding the
granting of certificates of public convenience is found
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in the Public Service Act (Commonwealth Aect No.
146), which was enacted at the last session of the

National Assembly. It reads as follows:

Sec. 16. Proceedings of the Commission, upon nobice
and hearing.—The Commiission shall have power, upon
proper notice and hearing in accordance with the rules
and provistons of this Act, subject to the limitations and
excepiions mentioned and saving provisions to the eon-
trary: '

(a) To issue certificates which shall be known as
Certificates of Public Convenience, authorizing the opera~
tion of public services within the Philippines whenever
the Commission finds that the operation of the public
service proposed and the authorization to do businsess
will promote the public interests in a proper and suitable
manuner: Provided, That hereafter, certificates of public
convenience and necessity will be granted ounly to citizens
of the Philippines or of the United States or to corpora-
tions, copartnerships, associations or joint-stock com-

" panies constituted and organized under the laws of the
Philippines: Provided, That sixty per centum of the stock
or paid-up capital of any such corporation, ecopartner-
ship, association or joint-stock company must belong
entirely to citizens of the Philippines or of the Unifed
States: Provided, furtker, That no such certificates shall
be issued for a period of more than fifty years.

It would seem that this is an exisiing property
right; and, if such, it should be acknowledged, respected
and safeguarded after independence. In other words,
that after independence citizens of the United States
should have the right to acquire, obtain and own
franchises and certificates of public convenience.

But as above stated, there are other provisions of
the Constitution which are in conflict with this theory.

The “Constitution of the Philippines” is obviously
intended to be the constitution of the future Republic.
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It is nowhere referred to as the constitution of the
Commonwealth and for that reason, in our humble
opinion, it should never have been approved by the
President of the United States, because it is not a
“Constitution for the Government of the Common-
wealth of the Philippines” as is provided for in the
Tydings-McDuffie Law. The ordinance appended to
the Constitution makes it workable during the life of
the Commonwealth,

So it is that we now know what the constitution
of the Republic will be. 'We, therefore, have a rather
extraordinary opportunity to look into the future and
determine what our rights will be. As before stated,
the provision acknowledging, respecting and safeguard-
ing the existing property rights of citizens of the United
States is incorporated in the Constitution,—and very
properly in the Constitution itself and not in the
ordinance appended to the Constitution which will
become inoperatfive affer independence.

But in Art. XTII, Seec. 8, of the Constitution we
find the following:

No franchise, certificate, or any other form of author-
ization for the operation of a public utility shall be granted
except to citizens of the Philippines or to corporations
of other entities organized under the laws ofj the Phil-
ippines, sixty per centum of the capital of which is owned
by citizens of the Philippines, nor shall such franchise,
certificate, or authorization be exclusive in character
or for a longer period than fifty years. No franchise
or right shall be granted to any individusal, firm, or corpo-
ration, except under the condition that it shall be subject
to amendment, alteration, or repeal by the National
Assembly when the public interest so requires.
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It is, therefore, perfectly clear that it is not the
intention to acknowledge, respect and safeguard the
existing rights of citizens of the United States to ac-
quire franchises or cerfificates of public convenience.

And aspparently, when present franchises expire
it will be impossible for the holders of the same to
acquire or obtain new franchises or extensions of the
old ones.

The same principle is expressed in Art. XII, Sec.
1, regarding natural resources, as follows:

All agricultural, timber, and mineral lands of the
public domain, waters, minerals, coal, petroleum, and
other mineral oils, all forces of potential energy, and
other natural resources of the Philippines belong to the
State, and their disposition, exploitation, development,
or utilization shall be imited to citizens of the Philippines,

" or to corporations, or associations at least sixty per centum
of the capital of which is owned by such citizens, subject
to any existing right, grant, lease, or concession at the
time of the inauguration of the Government established
under this Copstitution. Natural resources, with the
‘exception of public agricultural land, shall not be alien-
ated, and no license, concession, or lease for the exploit-
ation, development, or utilization of any of the natural
resources shall be granted for a period exceeding twenty-
five years, renewable for another twenty-five years,
except as to water rights for irrigation, water supply,
fisheries, or industrial uses other than the development
of water power, in which cases beneficial use may be the
measure and the Emit of the grant.

Under this provigion the present right of citizens
of the United States to locate mining claims will disap-

pear.
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And the right to buy and sell even existing real
property is limited by Sec. 5 of the said article, which
reads as follows:

Save in cases of hereditary succession, no private
agricultural land shall be transferred or assigned except
to individuals, corporations, or associations gualified
to acquire or hold lands of the public domain in the Phil-
ippines.

The above quoted Sec. 8 of Art. XIII has already
been interpreted by the Supreme Court in the case of
Genehichi Ishi vs. Public Service Commission, G. R.
No. 45134. In that case the petitioner, a Japanese
subject, held a certificate of public convenience to
operate one hire automobile, issued prior to the estab-
lishment of the Commonwealth. After the Com-
monwealth he applied for authority to increase his
equipment by one sutomobile more. His application
was denied by the Public Serviee Commission on the
ground that it would be unconstitutional to grant the
increase and this decision was sustained by the Su-
preme Court which said:

The question presented is whether petitioner’s
application for an increase of his equipment comes within
the constitutional prohibifion contained in section 8,
Article XIIT of the Constitution of the Philippines, it
appearing that petitioner had been granted, before the
Constitution took effect on November 15, 1935, a certi-
ficate of public convenience t0 operate an automobile
‘“Ford™” for transportation of passengers in the province
of Davao. We must answer the question in the affirm-
ative. Petitioner iz admittedly not a citizen of the
Philippines, not a corporation sixty per centum of the
capital of which is owned by citizens of the Philippines,
His application for an increase of equipment may not
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call for the granting of a new franchise or certificate,
but if certainly ealls for an “authorization” the granting
of any form of which is limited by the Constitution to
citizens and corporafions above mentioned. This was
clearly admitted by the petitioner himself when he made
the averment in paragraph 3 of his pefition for a writ
of eertiorari that in filing below the spplication which
was afterwards denied by the respondent Commission,
he sought for “authority” to increase his equipment.
In other words, it is conceded by petitioner that he may
not incresse his equipment without previously being
“authorized” to do so by the respondent Commission,
a8 provided in express ferms in his certificate of public
convenience, The phrase ‘“‘any other form of author-
ization” used in see. 8, Article XIII, of the Constitution
is comprehensive enough to include the “authority” asked
for by petitioner.

The Constitution provides for the nationalization
not only of national resources and all forces of potential

" energy but also of public utilities, saving solely those

rights which were acquired prior to its adoption. This
wag one of the avowed purposes of the framers of that
fundamental law, ss declared in its preamble. We
cannot agree to the suggestion that because petitioner
is the lawful holder of a certificate of public convenience
to operate an automobile “Ford” in the province of Davao,
he has a vested right to be authorized to increase his
equipment by the addition of one or more cars. The
challenged order of the respendent Commission is in
conformity both with the letter and spirit of the Consti-
tution and it must be upheld.

Would the decision of the Court be any different

with regard to citizens of the United States after inde-
pendence, taking into consideration the other provision
of the Constitution that existing property rights of
the same shall be acknowledged, respected and safe-
guarded? We believe not.
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Butasthxsmamatterwh:chistebeembodxedm
a treaty to which the Government of the United States
will be a party, it will become the duty of the United
States to see to it that the rights of its citizens in the
Philippines are duly safeguarded and protected.

Conclusion and Suggestions. In view of the fore-
going, it is respectfully submitted:

1. That in esse the date of independence is
advaneced, it should be provided that the “civil rights”
which citizens and corporations of the United States
now enjoy in the Philippines should be continuedin
force and effect until July 4, 1946, the date set for
independence by the Tydings-McDuffie Law; and
furthermore, in case a preferential trade-treaty is
made and entered into, as is much discussed at the
present time, then and in that ease, preferential civil
rights should go along with preferential trade relations
and the present civil rights enjoyed by citizens and
eorporstiens of the United States should be continued
in force and effect during the life of the preferentia!
trade-treaty.

2. That the term “existing property nghts"
used in the Tydings-McDuffie Law, the Philippine
Constitution, and to be embodied in a treaty, should
be clarified by legisla.tien and/or by the treaty to be
made and interpreted in the sense intended by Con-
gress, so that there will be no misundersi;a.ndmg re-

garding what these rights are.

Manila, Philippines, August 21, 1937.
W

CKWOOD
For the Plnhppme Motor Transport
Association.
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FUNDAMENTALS

We Subscribe to the following as the Fundamentals of Philippine-
American Trade Relations:

1, The trade relations beiween the United States and the Philippine Is-
lands were definitely determined by the provisions of the Tydings-MeDuffie Act
) wntil July §, 1946, That Act, after approval by the President and the Congress

of the United States, was formally accepted by the Filipino people. Based
thereon muny citizens and residents of and investors in the Phiippine Islands
kave incurred oblipations and made commitments. The trade relations so detor-
mined, in good faith end fn fairness, camnot, therefore, be caltersd to their
prejudice. Thus, at least untél July §, 1956:

{a) Articles the growth, product, or manufacture of the Philippine
Ialands should, with no greater Limitations than those tmposed by that
Act, and on a basis of squalily with articles the growth, preduct, or manu-
g:ctsara of the United States, bs admiited free of duly inio the United

tates;

(b} Articles the growth, product, or manufacture of the United States
should, on a basis of equality with articlea the growth, product, or manu-
Jacture of the Philippine Islands, bs admitted fres of duty tnto ths Phil-
ippines;

{¢) No excise or other tares which dirsctly or indirectly result in any
discrimination against the preducts of either couniry should be émposed.

2. The imporeition of egport taxes on shipments from the Philippine Is-
lands to the United States from November 15, 1240, and the imposilion of
import duties by the United States and the Philippina Islands, ecch on arti-
cles the growth, product, or manufacture of the other, from July 4, 1946, will
be disastrous to the producers and manufacturers of both countries, and, the
tyma being oo shori to make the necessary readjustments, to the Philippine
Isiands in particuler; therefore,—

{a) The ezport taxer shonld be repealed; und
{b) Fres trads between the two couniries, with present or offsr

reasonable guantitative lmitations, should be continued after July i, 1846.

3. Irvespsciive of any change in the political steius of the Philippine
Islands; a continuntion of the present free-frads relalions betwsen the United
States ond the Philippins Islands would b# advantageous ta both countrics—
to the Philippine Islands, because the United States is an essential market
for many Philippine tropical products which are urgently required there; and
to the United Stutss, because the Philippine Isiands s o large markel for
the products of agriculturs and industry of the United Statess, and will, if
ihe products thersof continus to bs admitted free of duly intfe the Philippins
Inlands, bs a much larger markel in the future. Such free-irads relations
Between the two couniries should, thevefors, after July 4, 19}6, bs continued
indefinitely,
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BRIEF
T0 THE
JOINT PREPARATORY COMMITTEE
ON PHILIPPINE AFFAIRS
FROM THE
MAaNILA CHAMBER OF COMMERCE
ON THE
TRADE SITUATION
BETWEEN THE UNITED STATES AND THE
PHILIPPINE ISLANDS.

The Manila Chamber of Commerce is an international
body whose membership includes American, Philippine;
British, Spanish, Swiss, German, Japanese and Chinese
firms—sixty in all. The Chamber was formed in 1899,
and is a purely commercial organization, with no political
activities of any kind. Its Members are largely interested
in Import and Export business and in Shipping, but include -
also Banks, Manufacturers, Insurance Companies, Public
Utilities, Mines, Accountants and Law-firms.

2. While not concerned in the political side of pro-
posed changes in United States and Philippine relations,
the Chamber feels that in the considerable trading and
financial questions involved in those relations, the know-
ledge and experience of its Members make their views as
to commercial facts and probabilities useful and worth
consideration. And it further suggests that the large in-
terests they have at stake between them, built up over
many years of business efforts and giving employment to
many thousands of Filipinos whose livelihood is also at
stake, give them a legitimate concern in the future eco-
nomic position of the Islands and justify them in making
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“such representations as may help to prevent any serious
decline in business, disastrous to the country and to traders
alike. :

3. A measure of the genéral economic progress of the
Islands may be obtained from the advance of exterior trade
figures between 1900 and 1936 (excluding bullion)—

Fmports Ezports | Total
1900 ....... P 49,727,000 P 45,'9‘81,03{} P 85,708,000
1936 ....... 202,252,000 272,896,000 475,148,000

The Philippines have been subject, as have all countries,
o fluctuations due to the world war and to trade depres-
sions, from ‘the latest of which the Islands have not yet
fully recovered, but progress on the whole has been steady,
with prospeets of a further advance if conditions remain
favorable.

4, Industries in the Philippines during the same years
increased to an even greater degree thaii the external trade.
But that expansion has been due almost entirely to the
existence of this healthy external trade. Without the latter
the major items of produce—sugar, hemp, copra, coconut
oil, tobacco—and such industries as embroideries, cordage,
hats, ete., would have found a considerable expansion im-
possible in the absence of an external market, as no home
demand has been available to promote a growth of any
great size, Even industries mainly of internal activities,
such as saw mills, power plants, public utilities, rice mills,
iron foundries, etc., would have found no means of attain-
ing their present development, had there not been the pros-
perity and resources existing from an active and growing
external trade. And it follows that, if external trade
declines, industries of nearly all kinds must dwindle also
in the absence of internal resources adequate to maintain
them,
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5. The growth of national reveniie has also depended-
fundamentally on the expansion of external. trade, not
merely directly in such matters as import duties, sales tax,
ete., but indirectly in the amounts colletted from income
tax and excise and other taxes on industry, which could
not have attained-their present prePormens without the
stimulas of a considerable external trade. And naturally
without this larger national revenue there could not have
been the improvement and expansion of national institu-
tions and functions which have been attained and which
are now essential for the well-being of the Islands. And -
here too, it follows that if external trade declines, and in-
dustries as well, then national revenue also cannot aveid
decreasing and embarrassing the administrative services
which depend on it.

6. And as between Import and Export trade it should
be noted that the growth of the former has been entirely
dependent on the latter. If exports had not attained so
considerable a figure, imports could not have grown as they
have; the import market depends almost entirely on ex-
ports, as the internal resources of the ceuntry in them-
selves cannot yet support ‘imperts of any size. There is
usually a balance of trade in favor of the Islands, and it
has been argued that the Philippines benefit unduly from
{he excess exports, but this is not the case, as interest and
dividends on Philippine bonds and investments held outside
the country are met in part by excess exports, while freight,
insurance and other transportation charges on imports and
exports accrue mainly to non-Philippine interests. If-
allowance is made for these, the gap between the import
and export totals will be largely closed. Moreover, Phil-
ippine products (raw materials) are bulk commeodities
which require processing in the United States thus pro-
viding work for labor there, whereas imports from the
United States are almost entirely composed of manufae-
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tured goods. Also, under the “free-trade relationship”
between the twb countries American goods can still enter
the Islands without any limitation as to volume or value,
whereas Philippine free exports to the United States have
now been considerably restricted by Congress—which also
tends to reduce the gap between imports and exports.

7. The importance of the export trade as the essential
factor in the maintenance alike of the import trade, of
island industries and of national revenue, and consequently
national institutions, cannot be too strongly emphasized.
It has been estimated that 48% of the total production of
insular industries of every kind is exported, leaving only
52% for internal consumption, including such local essen-
tials as rice and other foodstuffs, house construction, ete.
A decrease of 66% in total exports is a moderate estimate
of the effect of abolishing mutual free trade between the
United States and the Philippines, and this would involve
a decline, or waste, of 32% of total national produetlon
Such a result, especially on top of the depresfidn of recent
years, would amount to a national calamity, which would
affect every phase of the industries and the institutions
of the Philippine Islands, which would render impossible
the satisfactory continuance of many matters now con-
sidered as moderate necessities, and which would lead to
unsettled conditions and unrest, perhaps even to serious
local disorder.

8. To summarize the above—the prosperity of the
Philippines depends entirely on its external trade, partie-
ularly exports. If that trade should decline to any marked
extent not only would concerns interested in it suffer
heavily, but it is the full conviction of the Chamber that
many industries would be almost ruined and others at least
very adversely affected, and further that national revenues
would shrink to an extent making it impossible to main-
tain adequate and normal administrative functions—
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health, education, communications, public order, etc., em-
ployment would shrink, there would be wide-spread suf-
fering, and the whole structure of the country as it has
developed during the past 40 years would be injured and
perhaps endangered. The Chamber feels that this out-
look is exceedingly probable, and so serious as to justify
all efforts to prevent any material decline in that external
trade, particularly exports, which is the vital prop of the
whole situation.

9. In considering the external trade situation, the es-
sential factor since 1909 has been the mutual free trade
relation of the Islands with the United States. Without
that special relation imports and exports could not have
grown to their present level, and the commercial and other
development of the Islands would have been on a lesser
and slower scale. Smaller trade would have meant smaller
expansion of produce production and industries, and also
lower national revenue. There would have existed now
a less developed State, with a more primitive standard of
living and better able to bear the shock of economic adver-
sity. As it is, the free trade relation has established mu-
tua] markets for American goods in the Islands and for
Philippine products in the United States to an extent that
these markets have become of very considerable value to
the United States and of vital importance to the Philip-
pines. And this free trade relation has not only developed
large external trade totals, but has stimulated industries
to a high level, and has facilitated the collection of ade-
guate national revenue to sustain an Administration which
maintains educational, social and other services of a high
standard. If external trade declines, as it must if the
free trade relation is terminated, there is every reason to
fear a crash of other developments and of national resources
as mentioned above—an economic disaster which may undo
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much of the good work done in the Islands during the last
40 years.

10. In examining the course of trade since the Amer-
ican occupation one very satisfactory feature has been the
absence of too abrupt changes in policy, tariffs, etc. Even
the establishment of free trade was delayed for 10 years,
and though this was due to circumstances no Ionger exist-
ing, it is a precedent for adequate notice of vita) changes
to allow time to adjust the country to new economic con-
ditions. The Tydings-McDuffie Act also provides a 10
years’ notice period, apart from the export taxes proposed.
Merchants, Shipping firms and Industrialists, American,
Filipino and other, laid their plans, as far as they were
able, looking to the economic terms of that Aect at least
to cover the situation till 1946, but still hoping for some
favorable modification of the economic conditions which
would enable the external trade with the Unifed States,
imports as well as exports, to continue even after that
date; and they felt that the terms of the Act were an assur-
ance of security (apart from export taxes) for not less
than that period of years. It was a 10-year interval for
liquidation, adjustment and settlement not only of their
own commitments, but also of the economic structure of
the Islands, if this proves possible. Any shortening of that
period will intensify the damage to Philippine economy
and the injury to merchants and others; while if the period
is made very brief, there will be insufficient time for a
considered preparation and adequate notice of Tariff
changes, Trade agreements and other necessary economic
adjustments.

11. At the same time, Merchants and others, while
clinging to the 10-year interval of the Act as at least some
protection from immediate disaster, feel strongly that the
ultimate effect of the economie provisions of the Act will
be ruinous to the Islands, their industries and trade,
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a. The export taxes will mean for certain com-
modities speedy, even immediate, ruin within the 10-
year period instead of abrupt disaster on the cessation
of mutual free trade. They will involve automatie -
destruction of business in a time too short to allow of
liquidation in ar orderly manner or to diversify trade
into other channelg if such be possible, and it is claimed
they are unnecessary for the purposes for which intro-
duced as these are covered by other safeguards.

b. Termination of mutual free trade from 1946
onwards will complete the ruin of American-Philippine
trade, import and export. Almost certainly two-thirds
of the export trade will disappear, and there is no sug-
gestion of how it can possibly be replaced or switched
to other countries. Such a reduction will make it im-
possible to import anything except the cheapest of goods
and probably only a little of those; ordinary American

produets will be quite beyond the purchamg capacity
of the Islands as a whole. The ultimate result will
be the same as forecast above if the mutua] free trade
relation should come to an end abruptly within 2 or 3
years—merely delayed a few years which may enable
a few mercantile concerns to liquidate their position,
but which will not save the country as a whole from
decline of external trade, ruined industries, dwindling
national revenues, hampering of Administrative func-
fions, and perhaps internal disturbance.

¢. The decline of the external trade of the Islands,
whether before 1946 or after, will inevitably inflict a
most serious blow on trans-Pacific Shipping, especially
American; and the lack of Philippine export cargo, in
partmiar, will be ruinous for many lines unable to
secure adequate return cargoes to the United States

from other parts of the Orient,

12. Suggestions have been made thgt as a remedy for
the decline in trade and production of sugar cane and other
products which must result from terminating free trade,
the Philippines should turn to diversification of agricultural
products under Government auspices. Efforts have already
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been made in fomenting new activities to promote trade
readjustment, but, as is usual in agricultural communities,
it has been found impossible to move quickly. The
change-over from the production of sugar to such articles
as cassava, kapok, derris root and peanuts is not easy of
accomplishment, for the Oriental agriculturalist, apart
from being inherently conservative, is disinclined to give
up the production of a remunerative erop in which he is
thoroughly well-versed for that of unknown commeodities
the value of which is hypothetical and the market for which
may never be developed 10 an equal degree. In time,
changes will doubtless be possible, but they will come slowly,
and a 10-year period is all too short for the radical innova-
tions which must be introduced info the agricultural life
of the Philippines if such an important commodity as sugar
is to be replaced by other products which ean be profitably
sold in the open markets of the world.

13. In urging the retention of the free trade relation,
in one shape or another, as a fundamental necessity for
saving the whole economic system of the Islands from
serious danger and possible collapse, emphasis must be laid
on the fact that this relation is MUTUAL and RECI-
PROCAL. What the Philippines sell to the United States
is matehed by the American goods they buy in return. Not
indeed equally, for in 1936 Philippine exports to the United
States, excluding bullion, were 215,044,000 against only
P122,994,000 imports, and other years show similar dif-
ferences. Not only, however, must it be borne in mind, as
mentioned above, that the factors of bond interest and of
freight and other transportation expenses diminish the
real gap between import and export figures, but there are
also the circumstaneces

a. that the Philippines must inevitably bring in
Far Eastern foodstuffs and other oriental supplies that
cannot be obtained from the United States;
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b. that as a country still relatively poor the Phil-
‘ippines are often not in a position to purchase high
priced goods; and
c. that on the basis of population the per capita
purchase by Filipinoes of American goods is more than
5 times the per capita purchase by Americans of Phil-
ippine produects.
Apart, moreover, from the above, the possibilities of the
- future must be considered. If mutual free trade comes to
an end in 1939 or 1946 or later, commerce will be ruined
and other disasters will follow, with probably no recovery
ever of the American-Philippine trade position. If, how-
ever, the present free trade relation, in one form or another,
is maintained, then mutual prosperity may be reasonably
expected, for the Philippine population is increasing rap-
idly, and the United States have in the Islands their
twelfth largest export market and, except Japan, their
finest Oriental market already accustomed to American
merchandize and with its credit so far unimpaired; the
expansion of the mining business in the Islands in recent
years and the steady increase of imports of mining supplies
from America indicate the future possibilities of this mar-
ket. As America must always have a source of supply of
tropical produce, this may as well be the Philippines where
the United States for so many years followed a policy of
encouraging expansion of preduction, and where there is
in return a considerable preferential market for all Amer-
ican goods. If the Philippines can sell to the United States,
then they can also buy from them—but not otherwise The
retention of their existing markets against outside compe-
tition is now a world problem for many highly industrial-
ized countries, and it would be & misfortune for the United
States and still more for the Philippines if their mutual

markets should be deliberately sacrificed by a voluntary
change of policy.
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14. The Manila Chamber of Commerce, therefore,
respectfully urges on the Joint Preparatory Committée on
Philippine Affairs the following conclusions and suggest-
tions which are believed to be reasonable and in accordance
with the facts—

a. The continuance of the external trade of the
Philippines at a satisfactory level is essential for the
commercial well-being of the Islands and for the main-
tenance of national institutions.

b. A material decline in external trade will be
followed by the collapse of many industries and a dan-
gerous decrease in national revenues, with inevitable
internal difficulties.

¢. Such a decline in external trade will inflict very
serious injury on United States Export trade to the
Islands, and will have a very adverse effect on United
States Shipping to and from the Orient.

: d. The policy of the economic developments of 40
years has led to a belief that abrupt and sudden changes
of commereial legislation will not be imposed on the
Islands.

e. The maintenance of the American-Philippine
mutual free trade relationship for the full perioed ar-
ranged by the Tydings-McDuffie Aet, and for as long
as possible afterwards, is essential to avoid acute com-
mercial distress, decline of national industries, and
perhaps economie ruin.

f. Prior to 1946 there should be no economie
changes in American-Philippine trade relations less
favorable than those embodied in the Tydings-McDuffie
Act; if an earlier political change should be decided,
the free trade relationship should be continued in an
equivalent form for the mutual benefit of both eoun-
tries.

g. Export taxes threaten serious injury and early
stoppage of the trade in the commodities involved, and
should be eliminated.
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h. Excise taxes in the United States, particularly
as regards the copra and coconut oil businesses, are a
definite restriction of trade, infliet considerable dam-
age on the interests involved, and do not seem to fit in
with the terms of the Tydings-McDuffie Act; it is urged
that they be rearranged so that, without neglecting
American agricultural interests, they will inflict no
unnecessary injury on the Philippine products con-
cerned.

i. After 1946 trade relations should be continued
for as long as necessary along present lines on a reci-
procal basig safeguarded wherever advisable by quotas
and other conditions, but enabling existing trade and
shipping to be maintained to the mutual advantage of
both eountries, besides saving the Islands from disaster
by giving them a reasonable opportunity to adjust their
national economy.

Respectfully submitted,
MANILA CHAMBER OF COMMERCE

By H. C. WHITTALL,
- President.
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August 20, 1037.

THE JOINT PREPARATORY COMMITTEE -
ON PHILIPPINE AFFAIRS
MANILA, P. L.

GENTLEMEN:

‘We have the honor to enclose herewith a brief survey
of the tobacco trade between the United States and the
Philippine Islands, prepared especially for the study of the
effects of the export tax as provided in Section 6 of Act
127 of the 73rd Congress.

In submitting this statement we are prompted simply
by our desire to cooperate in presenting facts and figures
for a better knowledge of the tobacco industry of the Phil-
ippines. It is a brief record of our tobaceo trade with the
United States as it was during the past few years and as
it is af present.

A supplement is also inserted in which wetreeord the
figures for the first six months of this year and our views
as to the future relations between the two countries with
regard fo tobacco and tobacco products should an abrevia-
tion of the transition period be decided upon.

Hoping that our efforts may prove helpful to your
Committee, we are, :

Yours very sincerely,
MANILA TOBACCO ASSOCIATION

MANUEL V. GALLEGO,
President.
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FUNDAMENTALS

We Subscribe to the Following as the Fundamentals of Philip-
pine-American Trade Relations:

1. The trade velations belwesn the Uinited States and the Philippine Is-
lands were definitely determined by the provisions of the Tydings-McDuffie Aot
unitil July 3, 1845. That Act, after approval by ihe Presidemt and the Congrezs
of the United States, was formally accepted by tke Filipino psopls. Bassd
therson many citizens and residents of and investors in the Philippine Islands
havs incurved obligations and made commitmsnis. The trads relations &0
de:«wamd,mgoodfat&mdmfm,mt,t&orsfmkmut&m
prejudics, Thus, ot least until July §, 1946

(a) Arhclcsthoymtk.pnduct,ormfu&m of the Philippine

Tslands shouid, with nc greater limitations than thoss imposed by that Aet,

and on o boms of squalily with orticles the growth, product, or manu-

émnﬁdm‘ammhmme;awmmvm
{b) Articles ths growth, Mwmfs«mef!ks United

Stater should, on o basiz of sguality with orticles the growth, product,
or manufocture of the Philippine Isiands, be admiited free of dutly ixto
the Philippines,

(e} Noﬂmerofbortawwhwhdwmiv or indirsctly resull in any
against the products of either country shouid be tmposed.

2. The imponition of export tazes on shipments from the Philippina Ie-
Linds to the United States from November 15, 1240, and the impontion of
ymport duiiss by the United States and the Philippine Islands, each ox articlss
the growth, product, or mansfaciurs of the other, from July 5, 1946, will bs
disastrous to the prodiucers and monufaolurers of both couniries, and, the
time being too short to maks the necessary readiustments, to the FPhilippins
Islands in partiowiar, therefore—

{a) The sxport laxes should be vepealed; ond
{b) Free irads between the two countrics, with present or othor rea-
mimmwhmm#mmaiuﬁ.

3. Irrespective of any change in the political status of the Philippine Is-
ionds, o conlinuction of the pressnt fres-trude relalions betsosen the United,
Stotes and the Philippins Islands would ba cdvastageous to both countries;—
to the Philippine Islands, because the United Statss iz an ssaential market for
many Philippine products; and to the United States, because the Philippine
{sionds iz o lorge market for the producis of agriculture and industry of ths
United States, ond will, if ths proeducis thersof continue fo be admitted
froe of duly inio the Phiippine Isiands, be a much larger market in the
future. Such free-trads velations bstween the two counivies should, therefore,
after July 3, 18§6, be continued indefinitely,
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MANILA TOBACCO ASSOCIATION
MANILA, PHILIPPINE ISLANDS

BRIEFRF
TO THE
JOINT PREPARATORY COMMITTEE
ON PHILIPPINE AFFAIRS

January, 1937.%

THE TOBACCO TRADE BETWEEN THE UNITED
STATES AND THE PHILIPPINE ISLANDS.

The Act of Congress establishing the Commonwealth
of the Philippine Islands provides for the imposition and
collection of an export tax on all Philippine articles en-
tering the United States from the sixth year of the tran-
sition period. This export tax is increased yearly as
follows:

During the sixth year, 5 per centum of the rates of
customs duty collected in the Unifed States; on the sev-
enth, 10% ; on the eighth, 15% ; on the ninth, 20% and
25% on the tenth,

On recommending the approval of the Tydings-
McDuffie bill, the President of the United States acknowl-
edged the existence of adverse economic provisions in the
measure, inequalities which he considered could be modi-
fied and adjusted later.

With regard to the trade between the United States
and the Philippines in fobacco and tobacco products, the
export tax is visibly a nullifier for the Philippine indus-
try. To understand this, we must carefully examine the
following facts and figures:

* This brief or memorandom was prepared for the United Statss-

Philippine Trade Conference before the Joint Preparatory Committee was
appoint-ed.
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FREE TRADE

The free trade legislation enacted by Congress in
1909, with certain limitations at first, developed the ex-
port trade of tobacco products from the Philippines to the
United States. Gradually this trade became reciprocal and
to-day, it is the product which makes for real reciprocity
between the two countries. A glance at the statistics
copied hereunder will convince the reader of our state-
ment.

TaBLE 1

Value of Imports of Leaf Tobacco and Tobacco
Products from the United States

Per cent of total

Year Value tobacco
importations
1828 ... . i iiniatiann $3,935,337 al1.62
1927 ..., 4,928,698 89.74
I92B ... it 6,010,912 96.91
1929 ... ... 6,302,411 95.34
1930 ... . i 5,607,794 95.24
1981 ... it 5,337,943 9R.06
1982 ... . 5,258,936 9765
1888 ... .. i 4,189,254 98.33
1934 .. ... i b,714,6567 97.62
1935 ... 7,382,173 98.56
1936 (10 months} ......... 6,324,323 .

The figures quoted above do not include other items
imported from the United States and which are in direct
relation with the tobacco trade. These items are cigaretie
paper, labels, lithographs, flaps, bands, wrappers, cigar-
box shooks and tobacco machinery. They are not included
in the summary of the Bureau of Customs regarding to-
bacco importations. A detailed record of all tobacco
importations and of other articles used in the tobacco
industry will be found in Table X1, pages 27, 28, and 29.
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The figures shown above demonstrate that the trend
of tobacco importations from the United States is increas-
ing steadily. It also shows that the Philippine Islands get
from the United States almost all of their tobaceo impor-
tations compared with other countries.

TABlE IT
Value of Exports to the United States of T'obacco and
Tobacco Products.
Per cent of total
p’mdgc!:s
1926 ......covivrieiinenn, P9,448,793 54.78
I92T .t ciacaaa 8,058,060 4523
1928 ... ceiannn PR 8,768,293 51.15
1829 L.......... S 6,849,684 88.95
1930 ... .. 6,705,605 42.79
1081 ... it 6,813,908 45.91
1082 .. ittt 6,486,682 50.68
B4 = % J 5,951,968 57.48
1984 ... ..t 6,727,306 64.75
1985 .. .iiiierareirtaarannn 6,677,130 p4.79
1936 (10 months) ......... 4,424 210 e

The figures copied above clearly show that our exports
to the United States have been decreasing in value while
our imports increased considerably as shown in Table L
In the period from 1926 to 1935 the increase in value of
Philippine imports from the United States is equivalent
to 188 per cent while the decrease in value of our exports
went as low as 63 per cent. Taking these proportions as
an index, we must admit that the advantages in the tobaceo
trade between the two countries are in favor of the United

S&ége_s.‘
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-TasLE III

Cigarette Imporiations from the United States Compared
with the Totel Production of Said Article in the
Philippine Islands.

Year Imports | oduetion in F. L Pﬁmd
Number Number

1926 .......... 417,986,501  4,9564,672,127 843
1927 .......... 542,053,520 4,995,022,912 108
1928 .......... 708,857,981 §,110,187,247 13.87
1929 .......... 1,019,806,620 2 4,974,699,866 20.50
1930 .......... 1,075,737,000 4,718,684,623 22,79
1981 ... 000 1,131.920.900 4.236,038,893 26.72
1932 ........,. 1,063,483207 3953734473 26.64
1938 .......... 762,168,761 §5,564,661,125 21.44
1934 .......... 1,488725,800 2,966,435,460 50.18
1935 ....000-., 2,066,224,343 2,986,494,142 638.85
1936 (10 mo.) .. 1710,042.898  .......... s
SE— =

This is a very illuminating table which corroborates
the statement made above.

An impartial analysis of this table will show that the
cigarette importations from the United States are imper-
illing the local production in an accelerated rhythm. These
inroads of cigarette importations have been noled by our
manufacturers and attempts have been made to produce
locally a substitute by blending American cigarette tobacco
with native leaf, but all efforts have been fruitless.

Many reasons have been advanced for this failure, the
most insistent being the assertion that the generation
that has been moulded in the public schools has adopted
American ways and tastes in almost everything. For our

part we ascribe the failure to climatic conditions and
methods of manufacture.

In the Memorandum we submitted to the Philippine
National Assembly last September we said, with regard to



304
the

BRIEFS SUBMITTED TO THE COMMITTEE

local tobacco industry, the following concerning

cigarettes:

“LOCAL TOBACCO INDUSTRY

“Yearly averages of cigarettes withdrawn for
leeaé_csnsumption during the 10-year period 1926-
193

Philippine manufacture ... 4,176,396,820 79.93%
Imported cigarettes ...... 1,048,322,520 20.07%

b,224,719,340 100 %

“Year 1926—
Philippine manufacture ... 4,9038,210,975 92.22%
Imported cigarettes ...... 413,748,233 7.78%
5,316,059,208  100%
“Year 1935—
Philippine manufacture ... 2,969,962,760 59.93%
Imported cigarettes ....... 1,985,401 578 400792

4,955,364,338  100%

*This percentage-differs from the proportion mentioned in Table
III. The figures gquoled here rofer to the exact number of cigareties
withdrawn for consumption in 1935 while the percentage in Table IT1
for 193% refers to the iotal number of cigarettes imported that year
as comparsad with the local production of the same period. DPecember
im:tentatiena generally are not withdrawn for consumption until the
next year.

.. “Export of Philippine cigarettes was always negli-
_glble, it, therefore, has no bearing upon the matter at
issue.

“The above figures show that the local industry
reduced within 10 years its participation in the total
of local consumption from 92.22% to 59.93% which,
unfortunately, brought along a considerable reduction
in the personnel employed in the manufacture and
packing of cigarettes. The trend to prefer imported
cigarettes continues uninterrupted due, to a large ex-
tent, to the example given by those to whom the youth
of the country looks for guidance.” .
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TABLE IV
Import and Export of Leaf Tobacco
{mports from the TS, Exports tothe U1. 8,
Year & §

?:a Eﬁg Value ?:‘Kniifg Valoe

1928 .... 332,662 P1,210,001 4260 P 7,639
1927 . ... 298,780 1,292,166 71,294 57,79
1928 .. .. 359,074 1,707,249 56,526 31,792
1825 .. .. 201,532 990,312 47,178 25,208
193¢ .... 166,835 608,464 191,656 97,391
1831 . ... 348,470 604,705 107,097 82,535
1932 .... 836,562 704,812 193,663 83,723
1933 .... 1,665,457 1,126,144 60,998 17,029
1934 .. .. 566,729 896,218 20,120 7.318
1835 .... 193,921 675612  .....  .....
1936 (10mo.) 242,255 627,346 200 106

American leaf tobaceo is imported in the Philippines
mostly for the wrapper of cigars intended for the United
States market.

In a Brief presented to the Agricultural Adjustment
Administration in Washington, D. C., in November, 1933,
we had the following paragraphs regarding leaf tobacco:

. “At a safe estimate upwards of 70% of Philip-
pine Cigars shipped to the United States are wrapped
with American grown tobacco (Florida, Georgia and
Connecticut). Also a large part of Philippine Cigars
shipped to Far Eastern countries and Europe are
wrapped with American grown tobacco, chiefly Flo-
rida and Georgia wrappers. The reason for this lies
in the fact that a majority of cigar smokers prefer
cigars with a light colored wrapper, and Philippine
grown tobacco is mostly dark in color.

“While American leaf tobadéeo growers increase
their shipments of wrapper tobacco to the Philippine
Islands, at their prices, shipments of Philippine
tobacco (mostly filler) to the United States are steadily
decreasing because the Philippine product (currently
used by Manila cigar factories) is higher in price
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than corresponding types of American filler tobaced
as used by American factories. Manila cigar fac-
tories have never dared to offer Filipino cigar leaf
growers (whether filler or wrapper) such low prices
for their products as were prévalent in the United
States during the last two or three years.”
From a Memorandum submifted to the Philippine
National Assembly in September of 1935 wé quote the
following:

“PHILIPPINE LEAF TOBACCO TRANSACTIONS DURING THE
10-YEAR PERIOD, 1928-1935 YEARLY AVERAGES

Pexcentage
) Kiloas of production
Rawleaf Export— ‘
To Spain ....... beerenans 13,349,982 30.95
To other countries ....... 6,240,390 14.45
Stripped Tobacco, Scraps, etc.—
20 3 A 1,332,850 3.10
To other countries ....... 308,102 0.70
Leaf used in local factories ... 10,020,003 23.20
Loss in manufacture * (stems,
waste, ete.) ....... ersisenn 4,000,000 8.30
Growers’ home consumption

B-14,losses ¢+ .............. 7,894,683 18.30

Estimated Production according
ts Bureau of Agriculture .. 43,146,000 100.00%
* Estimated.
1 Estimated to arrive st crop total.

“Not considering Growers’ home consumption,
B-14, losses, the legitimale industry and commerce
dealt with an average yearly volume of 34,251,417
kilos distributed as follows:

Rawleaf exported te Spain ................. 87.90%

Rawleaf exported to other countries ......... 17.10%

Stripped Tobacco, ete, exported o UL S. ...... 3.80%
.Stripped  Tobaceo, etc, exported to other

eouNiYies ......civvnvataersvnnssnanannas 0.80%
Used in local factories, including loss through
stemming, waste, ebc. ... ... iieieaiaan 39.80%
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“In other words, the proportion of absorption by
foreign markets and consumption of the local industry
is about 60-40. Of the total Manila cigar production
60% (182,405,000)—(10 years average) was shipped
to the United States, at a rawleaf equivalent of some
2,500,000 kilos per year.

“Resuming, the prices that can be paid fo the
tobacco growers depend upon the demarid for Philip-
pine tobacco in Spain, some other European countries
and the United States. How much these consumer
countries are prepared to pay will, of course, also de-
pend upon offers from other tobacco producing coun-
tries which compete with the Philippines.

“Usually, the lowest bidder gets the business.
Philippine tobacco growers, as well as exporters, are
subject to the law of supply and demand.

“Aside from the law of supply and demand, the
question of suitable trade arrangements, economically
satisfactory for the Philippines, will eventually also
have to enter into the picture. That the local industry
could absorb the quantity of tobacco heretofore shipped
abroad, seems out of question.” :

TABLE V
Cigar Exporis to the United States

Quantity Value

, ) Number Peaos
19268 .iiivrinernrannnnas 195,526,896 9,138,436
1927 i 167,300,765 7,537,831
1928 ... it 179,569,767 7,711,348
1929 ... it 160,945,425 6,026,710
1930 ....iviens tissnsne 144,767,620 5,620,667
1981 ... - 158,620,284 b,770,731
1982 ... 164,615,726 b,771,048
1983 ..ttt 180,714,163 5,646,233
19834 ...ttty 203,895,812 6,463,643
1985 ...t 204,018,226 6,060,436

1936 (10 months) ....... 137,927,420 4,139,377
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This table denotes a persistent tendency towards de-
crease in value, notwithstanding the increase in quantity.
Depression prices may be responsible for the decrease in
value, although we are not optimistic of a reaction up-
ward because of the very keen competition of American
machine-made cigars. Prior to the world depression,
Philippine cigars were sold in the United States at not
less than 5 cents each. When retrenchment became the
watchword, prices went down and 2 for 5 cents had to
be offered in the market.

There is quite a number of American factories turn-
ing out daily millions of 2 for 5 cents cigars by machine.
The cost of such machine production is considerably less
than the hand-made product of the Philippines,

Of the total cigar production, over 60% are shipped
to the United States, less than 5% exported to foreign
countries, the balance being consumed locally. The once
most. flourishing market for medium and high grade Ma-
nila cigars, China, which up to the early 1920s bought an
average of some 30,000,000 annually, has come down to
about 6,000,000 per year. This enormous reduction is a
consequence of the ever reccurring tariff increases which,
however, did not result in the anticipated higher revenues.

TABLE VI
Value of Total Tobacco Importations from ihe Uniled
States During the Last Decade, Including Other Com-
modities and Merchandise Used in the Tobacco In-
dustry.

Year Value
1926 ....iiiiiinrann friseaseenariaree b o g.g?g,s?gg
2 7 ,014,

D L < 6,116,773
1929 ..t resr et 6,359,773
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TABLE VI—Continued

Year Value
B 2 22 % 5,633,195
1982 ... ietisicsnnaans T rasevreasacenns 5,326,339
19838 ...t aetebtatenracracen 4 558,186
1984 .. ... it iviar et 6,214,895
1938 ... ..t iiiirrrcacaraete e raaas 7,6b1,418
1836 (0 months) . ... ... .ccviiiavranns 6,337,992

This table is a more complete record of imports from
the United States than Table I which gave the value of
tobacco and tobacco products only. Other commodities
imported for the tobacco industry are included in this table
which make for the difference in the figures of the two
Tables.

TasLE VII

Comparative Value of Total Tobacco Trade Between
the United States and the Philippines

Year Emports Exports

1926 ..., . i . P 4050,770 P 9,448,793
1927 . it et e 5,014,659 8,068,080
1928 .. e iiiiciiiaenaan 6,116,773 8,768,293
1929 ... . 6,359,773 6,845,684
1930 ... ... iiiiaiiiana 5,701,683 6,705,605
1931 .. 5,633,195 6,813,208
1932 ... iiiiiiaia. 5,326,339 6,486,682
1833 . 4,568,186 5,951,968
1934 ... .. ... 6,214,895 6,727,308
1830 ... ittt 7,601,418 8,677,130
1936 (10 montha) .......... 6,337,992 4,424 210

A simple glance at the numbers above will lead one
to conclude that: the Philippine Islands get the balance
of the trade in their favor by adding the respective figures .
for the ten years. Such a conclusion is not, however, the
true index for a study of future development, because other
factors are not visible in these records.

78144 O—vor, 171 —88——25
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FREIGHT AND INSURANCE

To the total value of imports from the United States
of tobacco, tobacco products and other commodities for
the tobaceo industry, we must add the freight and insur-
ance that every shipment requires, most of which redounds
to the benefit of American companies.

Merchandise originating in the United States require
railroad and maritime transportation ; from the Philippines
every shipment pays the ocean freight and if consigned
inland the consequent railway transportation.

Exact figures for this particular aspect of the trade
are not available. There is no official nor private agency
devoted to making any record of these items. However,
to give just an approximate idea we will quote the follow-
ing letter of the Dollar Steamship Lines:

“Manila Tobacco Association
35 El Hogar Building, Manila.

Gentlemen:

“In accordance with your request we give you
below figures covering cigar shipments to the United-
States for the years 1933-1934-1935 and six months -
1936. The total figures for this year will not be
available until about the end of January.

Tons of 40 Cubic Feet

Cigars Pacific Coeast QOverland Atlantie
y {1, S 1567 4630 2544
1984 . cvoei i 1649 5868 2548
1985 . iiiiiiinitnneara.s 1586 5787 1753
1936 (6 manths} ....... 585 2256 640

5387 18540 7480

“The est:lmated freight revenues on thll cargo is
as follows:

$53,870 $129,780 $112,200
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“In addition to this, on the overland portion, based
on the rate to Cincinnati of $2.75 per 100 Ibs. we esti-
mate freight paid to the railroad at about $700,000.

“Qf the above the following moved by American

vessels:

Cigars - Pacifiec Coast Overland Atlantic
) % S 1474 3402 2180
1934 ...... v ereaeannann 1459 4360 1908
1985 ..ot iin i, 1371 4376 1384
1936 (6 months) ....... 552 1936 402

4356 14663 5874

“We regret that until recently statistics which we
have do not itemize tobacco shipments and we are
therefore unable to furnish you with details covering
this movement. We understand tobaceco shipments to
U. 8. A. average about 250 tons per month which, on
the basis of present freight rate, would produce re-
venue to the steamship lines of $3,125.00 monthly or
$37,500.00 annually.

“We hope that these figures will be of some value
to you. -

“Very truly yours,

“THE ROBERT DOLLAR CO.
“General Agenis

By: (Sgd.) “L. B. JEPSON.”

The figures quoted above deal exclusively with ex-
ports. ’

With reference to imports we can give the following
estimate on cigarettes, plug or chewing tobacco:

Chewing v
G¥nm®e¢ Tobacco Freight
Year 'ons of Tons of Rail Insurance
40 e 1t 40 e 1t and Ocean
1988 ... 4647 853 7 P 111,466 P? 11558
19834 ... 9078 228 198,882 19,151

1986 ... 12538 801 267,414 26,923
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The freight and insurance on other items such as
imported leaf tobacco, cigars, smoking tobacco, cigarette
paper, cellophane, lithographs, labels, flaps, bands, wrap-
pers; cigar-box shooks and cigarette machinery are not
mentioned here. Nor is there any exact record of the in-
surance paid on exports of tobaceo products from the Phxi-
ippines to the United States.

These invisible items are very important in a detailed
discussion of the tobacco trade because they illustrate the
characteristics of the interchange between the two coun-
tries and can readily point the vital parts of its structure
in cage of a dislocation.

TABLE VIII
Cigar Exports by U. 8. Classification
Year A - B c D E
Numbor Numbsr  Number’ Number Nuwmber

1830 151,281,542 1,797,492 1,014,867¢ 1,200 89,610
1931 164,547,258 1,211,982 426,025 800 7,100
1932 175,295,494 686,730 236,450 800 39,730
1933 184,733,304 166,990 152,955 800 2,200
1934 207,671,212 516,695 178276 600 2,000
1935 208,181,968 299,965 160,170 32,830 1,250

Total 1,091,660,778 4,673,854 2,168,545 87,030 141,790

Tax per M., Cost of Production and
Market Value

Market

U. 8. Tax Cost of Production Value
Class Per M. Per M, Per M.
A........... P 4.00 P20 1o P28 P 28.60
B........... £.00 4 to 56 80.00
C ... 10.00 56 to 90 117.00
D........... 21.00 _ 180.00
E .. ......... 27.00 —_ 360.00

The figures quoted above clearly show that our export
‘of cigars to the United States consists mainly of the
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cheaper grades and any extra burden placed upon them
cannot possibly be supported by the industry.

TasLE IX
Government Revenue from the Tobacco Industry
{Taxes Collected)

ITEMS 1930 1981 1982

Sales Taxes ...... P 137,584.66 P 120,41650 P Not secured
Specifie taxes: .

{a) Domestic .... 6,325272.72 5,6560,288.82 5,157,1567.34
(b} Imported .... 1,64151456 1,253,7385.86 2,811,798.84
ivilege tax ..... 535,925.12  1,283,741.18 427,985.84

lected in the Phil-
ippines and e
vertible to the
Philippine Treas-

VEY oivvmcrannn 687,410.32 630,691.40 T09,858.74
Tobacco inspection

feea ........... 143,830.84 161,416.42 160,081.86

Total ...... .. 942153822 8,860,290.18 B.766.882.62
ITEMS 1838 1934 7 1636

Sales Taxes ...... P 66056728~ P 121,167.04% P 12653268
Specifie taxes
{a) Domestic ..... 5,0587T55.24 4,266,804.04 4,332,841.04
(b) Imported .... 1,444,773.06 2,377,673.86 2,740,068.08
Privilege tax ...... 411,179.64 415,220,04 410,048.90

. 8. Specific taxes
on tobaceo collect-
ed in the Philip-
pines and reverti-
ble to the Philip-

pine Treasury .. 765,644.34 852,773.64 838,523.86
Tobaceo inspection

fees ........ «vs.  145,205.80 136,080.54 163.609.46

Total ........ 7,881,635.36 8,169,709.56 8,611,623.52

Note: * Sales tax on leaf tobecco and tobacco products exported to foreign
countries other than the United States.
®Sales tax on {a) plus that on leaf tobacco s0ld by dealers in Manila
(188,243.64}.
* Sales tax on leaf tobacco alona (P126,532.68).
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As an average, the government obtains about eight
and a half millions annually from the tobacco industry,
a revenue which is susceptible of great increase if the tax
burden is lighfened to a prudential level. It is a fallacy
to think that any source of revenue will yield more by
merely increasing the rate of the levy. Many a fountain
of wealth has simply dried up because of the pressure
exerted on it. Some other methods must be devised to
promote further expansion if the industry is expected to
survive and continue to provide revenue for the govern-
ment,

TaBLE X

Value of the Tobacco Trade Between the United States
and the Philippine Islands for the Years 1938,

1984 and 1985.
In favor of the United Stales

Value of total tobaceo imports ........... _P18,424 499

Freight on imports—Ocean and Railway .. 572,762

Freight on exports—OQOcean and Railway ... 2,004,230

Insurance on Imports and Exporis ....... 330,747

Grand total ............ .00t 121,332,238

In favor of the Philippines

Value of total tobacco exports ........... P19,256,404

Balance favorable o the United States .... 2,075,884
N. B.—Rate of insurance on import products .......ccc0vv0neenn X of 1%
On BXPOXLE cvavnn=recsrsnrscssarsssasncnsnsneansnusnns 1%

The insurance estimated haz been based on the total walve
of Imports and Exports,

In this summary the freight on some items are not
‘included. The figures quoted are simply those which ap-
pear in the freight and insurance chapter of this memo-
randum.
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| ~ THE EFFECTS OF THE EXPORT TAX*
The export tax provided in Act No. 127 of the United

States Congress will affect the cigar exports of the Phil-
ippines to the United States adversely.

From a pamphlet prepared by the Philippine Econo-

mic Association we quote the following:

" “CIGARS-

“The full duty on cigars imported into the United
States under the Hawley-Smoot Tariff Act is $4.50
per pound plus 25% ad valorem. The average cost of
class A cigars including taxes and marketing expenses.
up to New York is $14 per thousand. Under the full
duty, therefore, 1 pound of Philippine cigars {(average
50 units) would be subject to a duty of P9.35 or $0.187
per cigar. Considering the fact that 99 per'cent of
our cigar exports to the United States consist of Class
A which sell at 2 for 5 cents, there is no argument over
the fact that Philippine cigars would have absolutely
no chance in the American market under the full duty.

“The following table will show in detail the prob-
able effects of the export tax under the Hare-Hawes-
Cutting Act on Philippine cigars:

6th Tth Sth 9tk i6th  Puoll
Year Year Year Year Year Duty

Cost per unit in centavos .. 280 286 280 280 2380
Export tax per unit in een-
TAVOR ... .. iicraenaenn 94 188 282 376 4.70

2.80
13.70

Total Cost ........ 874 4.68 562 656 7.60
Selling price in New York . 5.00 5.00 5.00 5.00 5.00

21.50
5.00

Profit or Loss to TJ. 8. im- Profit Profit Loss Loss Loss
pox_'i':ers and distributors 126 32 62 156 250

Loss
16.50

“In the sixth year of the Commonwealth period a

levy of b per cent will amount to $4.68 per 1000 cigars.
Thus the cost per unit of Class A cigar at $14.00 per

*Sse explanatory letter dated Saptaﬂber 28, 1937,
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thousand will be 2.8 centavos. This, added to .94 of a
centavo which represents the export tax per unit, will
bring the cost of one cigar to 3.74 centavos, exclusive of
the importer’s and distributor’s profit. If this is to be
sold in the American market at 5 centavos a piece, the
impt?r%er is left with a margin of 1.26 centavos per
uni

. “It is the consensus of opinion among local cigar
manufacturers that even the 5§ per cent levy would be
a most difficult problem fo overcome. For importers
and distributors of Philippine cigars in the American
market expect to realize a wider margin of profit on
our cigars than in the home made products in view of
the systematic and intensive advertising of American
made cigars and the exceedingly large volume of sales
made on them. Consumption of Philippine cigars in
the United States represents barely 3 per cent of the
total and therefore cuts a negligible figure into the
American trade on cigars.

. “In the Tth year of the transition period, United
States importers and distributors of Philippine cigars
would realize a profit of .32 of a centave per unit as
shown in the table, which evidently would not be suffi-

cient to induce anyone to handle Philippine cigars.

“From the 8th year on fo the 10th, it will be a loss
which increases in direct proportion fo the increase
of the export tax,

“Thus the export tax provisions of the Act will
place a serious handicap on the Philippine cigar in-

dustry.”
On our part, we may be permitted to say that the

effects of the future export tax are now being felt. In-
formations received lately state that importers and whole-
sellers in the United States, anticipating that the proposed
levy of 6% of the Customs duty would no longer enable
them to deal profitably in Philippine eigars, are not inclined
to spend any further effort in building up a business
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which would have to be given up within a comparatively
ghort time. This feeling, we fear, will spread among
dealers in Philippine tobacco products to the extent that
we may witness a gradual decrease of orders as the period
of the enforcement of the export tax approgches.

CoST OF MANUFACTURE

In the foregoing chapter, a statement:is made that
the average cost of Class A eigars.including taxes and
marketing expenses. up to New York is $14.00 (P28.00)
per thousand. As an average it must be ﬂndel_fstmd that
it does not mean the cost of standard Class A cigars.
There are factories which sell Class A cigars at a higher
price than $14 00 per thousand because their cost of ma-
nufacture is also higher due to.the .standard of quality
they require in material and workmanship. -The Feputa-
tion for quality is considered by many bona fide manu-
facturers as a supreme asset because it assures a ready
market and a continued patronage by dlscrxm;z}at:ang cus-
tomers.

To give an idea of the cost of manufacture of one
thousand cigars, standard quality, we shall enumerate
below the different items that make up the details of pro-
duction: '

United States Internal Revenue Tax ........... P4.00
Packing & shipping expenses .............v.. 4.50
Lezf tobacco Philippine Islands filler & binder .. 4.10
Leaf tobacco wrapper Georgia or Florida ...... 4.00
Cigarmaker'S WaBZe .....cvvvernrnnnnnnannecans 4.50
Preparing materials .

Filler strippers f ....................... 1.50
Wrapper strippers

Cigar bOXes .......oiiiiiiinnnnnceannnes cens 0.95
Paperandlabels ...............00iivivnnnnn 0.80

Labellers {Precinteros
Boxers (Envasadores)
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Cellophaning & Banding by machine (material

&labor) .......cioiiiiiiiiiiiiianes henan " 140
26.40
Balance left for overhead, interest and maryin of
Profit .. . i it
B 7Y $25.00

This sum of P29.00 is the minimum cost of Class A
cigars, standard quality, which sell in the Ameriean mar-
ket at 2 for b cents. _ )

In the discussion of the cost of manufacture we must
bear in mind some uncontrovertible facts. The mechani-
zation of tobacco manufacture in the United States has
reached such a point of perfection that human interven-
tion has been limited to 2 minimum of labor, saving thus
quite a large amount of money which some years ago went
for' wages. This saving is the reason why American ma-
nufacturers can offer perfectly made cigars at 2 for 5 and,
in semg cases, 3 for 5 cents.

About ten or twelve years ago, there was much ado in
 the United - States against Philippine cigars. Threats
were made to limit our exports to the American market
because we were competing advantageously through cheap
labor and lower customs duty on Sumatra wrapper. This
last argument was discarded when the Philippine Legis-
lature modified the tariff duty on tobacco. The labor as-
pect disappeared when machines were perfected and a
great saving was obtained with their use. These facts are
respsnsible for the non-limitation of Philippine tobacco
products in the independence legislation.

Another aspect in the sale of Philippine clgars in
the United States is that being thousands of miles away
our products reach the market not in as fresh a eondi-
tion as the products of American factories. In many
cases our cigars arrive in a somewhat deteriorated con-
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dition which necessarily means 2 loss to the manufacturer.
Again, sellers of American products can buy very limited
quantities at a time because they are within easy reach
of the factories, whereas importers of Philippine cigars
must make large orders to keep a stock ready to supply
the demand. How much of -this stock can be kept on
hand for some months without deteriorating is a problem
which has been the subject of annoyance.

At the time of writing this we are informed that our
export of cigars to the Unifed States during 1936 has
decreased over 20% as compared with 1935. The reason
for this considerable diminution can be found in what we
have just said above.

OTHER ASPECTS OF THE PROBLEM

One of the natural and logical consequences of a stop-
page of cigar exports to the United States is unemployment
for a considerable number of cigar makers and other em-
ployees and factory hands.

It is estimated that about 575,000 persons—farmers,
farmhands, factory laborers, etc—are dependent upon
the industry, Of course, not all of these will be affected
by a paralyzation of our cigar exports to the United States.
Quite a number, however, about 40,000 to 50,000 will find
themselves without work, thus aggravating our economic
situation. ‘ :

The amount of money which factory pay-rolls rep-
resent annually in connection with tobacco exports to the
United States is-estimated at over 2,000,000 per year.

The quantity of leaf tobacco which will not be pur-
chased when cigar exports to the United States cease is es-
timated, as an average, at 52,000 quintals, the average
annual absorption by the factories which manufacture
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for export to the American market. This tobaecco at #10.00
per quintal would mean a decrease of P520,000 per year
to the farmers and their dependents.

The resultant consequence of all these diminutions
will be a lessening of the purchasing power of the Phil-
ippine Islands which will, undoubtedly, have its reper-
cussions in the general import of merchandise from the
United States.

SUMMARY

Summing up all the arguments presented in this Me-
morandum we can enumerate, in a brief manner, the pro-
fit and loss which the export tax would cause immediately
upon its collection and payment in the first year of its
enforcement.,

For American manufacturers it means undisturbed
export of cigarettes, cigarette paper, cellophane, litho-
graphs, labels, flaps, cartons, bands, wrappers, tobacco
machinery and a quantity of leaf tobacco.

For American railway companies all of the above
mean land transportation.

For American steamship companies they also mean
maritime transportation.

For American insurance companies the premium co-
vering the risk.

For the Philippine Islands the sxgmﬁcanee is detri-
mental in every respect,

The growing importations of Ameriean cigarettes may,
in some years to come, so diminigh the local production
to a minimum that manufacturers will not consider it
profitable to continue in business,
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With cigar exportation to the United States suspend-
ed, the farmers will sell less tobacco, a large number of fac-
tory laborers will be unemployed, the government revenue
dwindling, the purchasing power of the country weakened
and, consequently, the standard of living seriously affected.

Thus, while for the United States it is all favorable,
for the Philipine Islands the situation looks gloomy and
negative,

The idea supporting the imposition of the export tax
is, no doubt, plausible. But when it comes to levying it
on export tobacco products, the framers of the bill did
not take into account the very limited capacity of absorp-
tion of the industry. The tobacco industry of the Philip-
pine Islands in its relation with the United States stands
as a class by itself, The benefit which it derives from
the American market is reciprocated by the advantages
which the Philippines offer to the same industry of the
United States,

As a conclusion and for the benefit of all concerned, we
earnestly plead for the continuation of the present free-
trade relations between the United States and the Phil-
ippines concerning tobacco and tobaceo products by the
repeal of such portions of section 6 of Act 127 of the 73rd
Congress which provide for the levy of the export tax.

Respectfully submitted,

MANUEL V. GALLEGO,
President
Manila Tobacco Association.
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TAaBLE XI

Imports From the United States—Tobacco, Tobacco
Products and Other Articles Used in

the Tobacco Industry
Leaf Tobaceo ('_Jigars Cigareties

Year Qusntity Value Quantity Value Quantity Value

Kilon Pegog Nuymber Peacs Number Pesos
1909 6,930 16,236 —_— 854 —_ 418
1910 25,990 98 468 — 18,354 —_ 23,462
1911 6,852 19614 — 58 _— 27,638
1512® 6,195 17,684 —_ o8 1,814,000 80,738
1913 3,060 7284 6,250 894 5,094,500 60,546
1814 3,122 18,132 200 40 8,598,352 93,278
1915 8,474 31,774 300 27 12,484,941 125,453
1916 3,446 10,507 2,029 545 - 13,859,600 148404
1517 1%,446 108,233 50 10 32,778,100 253,117
1918 26,692 229,968 3,100 1,003 59,121,200 460,052
1919 27,428 99,418 71,910,210 654,501

1920 268,624
1921 105,773
1922 35,803
1923 45,169
1924 100,239
19256 225,435
1926 332,662
1927 298,730
1928 359,074
1829 201,532
1930 166,835
1931 348,470
1932 836,562
1933 1,666,457
1934 566,729

1935 158,921

1936 242,256

1,327,236 4,800 117
570,881 5,700 181
136,941 3875 37
274,172 59,950 2,883
572,828 5,547 133
894,831 500 42

1,210,001 100 4

1,292,166 500 60

1,707,249 1,008 94
990,312 — —

128,679,803 1,215,110
230,528,831 2,175,269
154,764,650 1,101,712
190,507,400 1,031,952
241,194, 371 1,267,429
861,514,989 1,704,690
417,936,501 1,920,034
542,063,520 2,641,028
708,967,981 8,267,641
1,019,805,620 4,251,289
608,454 2,940 532 1,075,737,000 4,063,685
604,706 4,100 930 1,131,929,900 3,816,781
704,812 78,000 4,807 1,058,483,207 3,889,884
1,126,144 26,195 2,083 762,168,761 2,312,027
896,218 12,902 1,004 1,488,725,890 4,355,849
576,612 105 8 2,056,224,343 6,153,235
627,846 226 30 1,710,042,899 5,319,482

' The figures for 1510 sre for six menths only, July to December.

*The figures for 1912 are for & whole fiscal year ending June 890, 1912,
* The figures for 1936 are for ten months enly, January te Oectober.



BRIEFS SUBMITTED IN PRINTED FORM

TABL;E XI (Continued)
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Imports From the United States—Tobacco, Tobacco
Products and Other Articles Used in
the Tobacco Industry

Plug and

Smoking Tobaeco Chewing Tobacco All Other
Year
Pt vame TR yone DT vae
1809 ... — _ 8364 P 17,090 — P84,000
1510 .. 22,124 P 54,194 60,034 101,688 — 103,74
1511 ... 123,168 176,762 40,102 59,988 R— 38
1912 |, 132,185 206,170 ‘71,598 102,184 —_ B,672
1913 ... 86,381 212,192 161,206 224,720 _— 76
1914 ... 55,065 129,690 175,132 249,878 _ 88
1915 ... 70,439 166,085 249,906 362,721 —_ 24
1916 ... 86,264 201,649 253,375 868,681 —_ 101
1917 ... 82,474 197,024 295,659 449,335 —_ 258
1918 ... 88,698 108,069 323,123 508,145 — 220
1919 ... 125,106 887,695 232738 570,799 — _
1520 . b4,611 144,014 281,230 519,669 —_ —_
1921 ... 110,028 249,600 344,891 708,485 17 81
1822 ... 14138356 278,362 229200 512,826 ‘878 big
1923 ... 16,045 639,263 294,243 705,028 183 713
3924 ... 26494 92,260 333,636 707,947 95 817
19256 ... 25,132 69,961 354,684 731,004 1478 3,728
1826 ... 12,376 46,288 857,182 768,115 273 8956
1827 .. 14,967 48,690 448,782 948,846 122 403
1928 ... 21092 34,306 485,667 1,000,761 289 862
1929 ... 15,957 44,189 465,661 1,016,269 94 402
1930 ... 17,478 44,440 400,003 £90,125 222 660
1981 ... 17,674 47,967 405,549 867,365 24 192
1932 ... 20,742 45,867 295,000 607,440 662 1,638
15388 . 15,741 39,071 319,944 677,666 29,482 12,328
1984 ... 11,608 28,718 201,870 432,189 6,265 T29
1986 ... 87,679 80,404 272,844 B77,928 bH774 4,986
19368 .. 17,868 41,034 146,727 335,416 31¢ 1,065

% The figures for 1910 are for six months only, July to December.
*The fignres for 1912 are for a whole fiscal year ending June 30, 1912,
*The figures for 1936 are for ten montha only, January to October,
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TABLE XI (Continued)

Imports From the United States—Tobacco, Tobacco
Products and Other Articles Usged in

Tobacco Industry

Cigarette Paper  Cellophane

Lebots Fr? ands, CiEarette and

Year other Tobaceo
B ehacis = Machinery
Quantity Valve Quantity Valuse Quan. Value Quan. Value
Kilo Pesos Kilos  Pezos Pesos Pesce
1909 —_— —_ _ —_ _ —_ —_
1910 —_— —_— — —_— —_ S —_
1911 — _— —_ — —— -— —_
1812 - —_ —_ —_— _— — -
19138 882 1284 — — 24,002 — -—
1914 2,687 33486 — — 26302 -—— —
1915 3,773 4,363 —_ —_— 21,459 — —_
1916 3,780 6,017 —_ —_— 28418 — 499
191'( 10,322 34,887 — — 82,040 — 1,826
1918 2,681 9,408 —_ -— 252,363 — 486
1919 5,716 21,988 — _— 265,339 — 56,303
1820 7,751 82,644 —_ —_ 811,830 — 141,772
1921 54,600 80,654 —_ _ 437,326 — 182,339
1922 2,955 9,780 —_— —_ 133,034 — 44,340
1923 16 16 — — 190,478 — 10,482
1924 376 683 —_ — 189,398 — 4,549
1926 —_ —_— —_ — 144871 — 30,669
1526 260 4566 —_ — 1047786 — 10,191
1927 434 1,899 —_ — 67,210 — 16,857
1928 302 850 _ —_— 100,220 — 4,781
1529 162 214 _— -— 46,528 — 10,619
1930 84 180 —_ — 73,000 — 20,617
1931 —_ — —_ _ 55,976 — 139,276
1932 240 216 _— — 9831 — 62,857
1933 12,0682 12,979 115,922 271,134 2509 — 102,310
19384 5,604 11,414 143,148 308,442 36,066 — 144,326
1935 1,247 1,670 125,286 224,307 19,831 — 18,587
19363 — —_ — —_— _— — 13,669

*'The figures for 1936 are for ien montha only, Janvary to October.
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TaeLE XI1

325

Exports to the United States of Tobacco and
Tobacco Producls

Toaf Tobasco Cigurs Ciparettes
Year Quantity ¥alue Quantity Valoe Quantity Viatue
{Kiloa} {Peacu} {Number} {Peacs} {Number} {Pescs}
1809 ..... b,520 8338 37076000 1474792 2173600 5,324
e ... 3,372 8,014 61,526,000 8,121,508 8823000 31,798
911 ..., 2,645 1488 38,112,000 1804758 5547,000 21,584
1812 ... 40,205 25,084 90,000,000 39168642 104968,0600 47928
1518 ... 4,485 4518 71,513,141 3285778 6.747,560 27,158
18147 ..., 23,6850 16,302 58,205,050 2,400,252 3 054,807 10,202
196 ... 41,017 20871 $1,169600 2,302,444 B T706575 16,684
1816 ...... 466,419 237306 111478216 4,066,242 £.993.600 11,822
87 ..., 1.360,550 1,204,051 202,198534 17,725.966 2505360 10,125
1918 ...... £08,006 584030 248,747,584 11365670 6€,405.000 15716
b 5:54: B 85,751 81,250 2838,242550 13528639 3,978 450 170584
18920 ...... 885,682 592,403 316,862,809 21092807 2,144,900 16,300
w921 ..., 86,817 §8,888 68216808 3,960,508 833,048 B.434
1822 ...... 9,864 12,304 173,317046 8519578 823,060 5,390
1883 ...... 129,758 105704 219 898,014 10,208229 1716250 10824
1924 ...... 80,105 19,143 175,761,028 §.838,563 435800 8,659
125 ...... 2,872 1824 207,279,936 10,051,192 888,630 6921
1828 ...... 4 250 7639 195,326.83%6 9,138435 1,743.070 18771
1927 ...... 71,204 57,795 167,300,765 7,587.831 1,949.122 16,143
1828 ...... 56,525 81,792 179,668,767 7,711,843 1857340 15,313
029 ...... 47,178 25,208 150,945,426 6,028,710 8,832 048 32,320
1830 ..... R 191,856 97,891 144,767,520 5,620,657 2,095,950 21,116
1951 ...... 107,687 82,536 158,520,284 5,770.781 1,446,360 13,757
1932 ...... 138,663 83,728 164615,726 §,7TL04R 1,012,100 9,548
1838 ...... 80,958 17,020 180,714,163 5,646,233 911,008 8,776
1884 ...... 20,120 7,818 203895812 6,463,643 1374700 11,898
1886 ... — — 204,013226 6,060,438 1,887980 124687
18380 ..... 260 106 137927420 4,135,377 593,950 654087

1 The figures for 1909, 1910, 1511 and 1912 are for fiscal yesrs ending

June 30.

"YLeaf tobeeco and all other unmanufactured tobacco have been added

together.

*The figures for 1936 are for ten months only, January to October.
76144 O~ voL, FII—88—21 ‘



326

BRIEFS SUBMITTED TO THE COMMITTEE

TABLE XII (Continued)

Ezports to the United States of Tobacco and
Tobacco Products

Serspy, Stripped -
Filler and Cigar Smoking or Gus

All Other
Ends
Qusnt. Value Quant. Valoe Quant. Value
Kiloa  Pesos Kilos Pesos Kilos  Pesos
19091 . _ —_ —_ —_ — —
19101 ... —_ —_ — —_ _ —
1911 ... —_ — 10,073 13544 — —_
1812: .. —_ —_ il 26 — —_
1913 .... — _ 40 60 — —_
1914 .... —_ —_ 1,706 2662 — 600
1916 .... — —_ — —_ —_ —_
1916 .... 169,780 86,715 bH7,076 36369 — 18,366
1817 .... 1,722974 1559258 1,874 1166 — 44,390
1918 .... 2,351,258 2,676,187 180 116 — 26,152
1819 ... 170,182 143220 — — _ e
1820 .... 580,635 406,243 30,906 26,752 — —
1821 .... 121,764 49420 5,262 4,497 — —_
1922 .... 824,103 248006 3,694 16588 — —
1923 .... b99,BR2 286,604 53,728 26,497 140 142
1824 ..., 478,954 278,746 — —_ — —_
1925 ... 582,246 372,668 398 199 — —_
1826 .... 434,626 287,128 5,676 1820 — —_
18927 ... 711,657 445,311 1,808 880 — —
1928 .... 1985436 100828 — — 27600 1,560
1929 .... 1,669,062 765,296 43 82 6,830 83
1930 .... 1,981,652 965,963 —_ — 18,527 B79
1931 .... 1,691,111 845,441 3 4 7310 1,440
1832 .... 1,292,186 618,619 —_ - 9,340 3,744
1938 .... 793,959 279,931 — —_ —_ _
1934 ..... 733,053 244,647 —_ —_ 300 100
1936 .... 1,370,845 504,006 — —_ i) 1
11936¢% ... 765,383 278,546 — _ — —

* The figures for 1910 sre for six months only, July to December.
* The figures for 1586 are for the ten months only, Janvary to October.
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TABLE XIII
Value of Total Imports and Exporls

Year Imports Exports
1969 ............ o 98,098 P 1,4R4,0b44
319101 ........... 397,958 3,166,408 4
1911 . cea 283,996 1,841,352 4
19122 . .......... 865,406 3,989,630+
1913 ..........s 530,948 3,317,517
1924 ... ..cinnen 520,734 2,424 018
1916 .......0nths 711,916 2,339,799
1916 ............ 764,716 4,456,620
N7 ... ..ihieens 1,106,790 10,544,945
1918 .. .....iiiven 1,664,709 14,667,875
1919 ....... erran 2,056,043 14,021,093
19020 ............ 3,692,292 22,133,305
1921 ... ..0hntn b,354,766 4,076,300
1922 ...eiiiininn 2,217,438 8,187,463
1923 ... .t 2,284 987 10,726,800
1924 ............ 2,790,640 9,141,110
1926 ......v0ht 3,679,796 10,432,704
1926 ............ 4,050,770 9,448 793
1927 ... ieeas. 5,014,659 8,068,060
1928 ... ..innn 6,116,773 2,768,293
1928 ...... P 6,369,773 6,849,684
1930 ..... rressae 5,701,583 6,705,606
1921 ....eiees 5,633,195 6,813,908
1982 ... ..inean 5,326,339 6,486,682
1933 ...ecinvenans "4,568,186 5,951,968
1934 .......... 6,214,895 6,727,306
1935 ....000e “ea 71,661,418 6,577,130
19363 ........... 6,337,992 4,424,210
Total ........... . $91,186,616 $204,353,125

* The figures for 1510 are for six months only, July to December.

! The figures for 1912 are for a whole fiscal year ending June 30,
1912,

*The figures for 1836 are for the ten months only, Janwery io
Qctober.,

*The figures for 1909, 1910, 1911 and 1812 ere for fiscal years
ending Juns 80,
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SUPPLEMENT

The foregoing Memorandum was prepared during the
last month of last year and, at that time, only the figures
for ten months were available, To complete the data for
1936 and for the first six months of this year, this supple-
ment ig added in order to give the most ecomprehensgive sur-
vey of the tobaceo trade of the islands with the United
States and vice-versa,

From the 1936 Annual Report of the American Trade
Commissioner, on page 27, we have the following:

“Exports of leaf tobaceo fell off sharply in 1936,
amounting to only 12,545,690 kilos, a reduction of
agxmt 32 per cent from the 1935 figure of 18,517,000
kilos. Exports were moderate in the first half of
1936 due to limited supplies and in the latter part
of the year due to lack of foreign demand, with Spain
out of the market most of the time. There was a

" fairly large amount exported in December to France,
with other ports optional, and it will doubtless go to
Spain if conditions permif. It is apparent, however,
that exports will be at a relatively low level so long
as conditions in that principal market confinue so un-
certain, and prospects for export trade in 1937 are not
promising. The Japanese and Korean monopolies
took a large shipment in February but were out of the
market for the rest of the year, aside from a very
moderate shipment in December. Exports of scraps
to the Unifed States totaled 1,000,000 kilos in 1936,
or about 25 per cent less than in 1935.

“The manufacture of cigars fell off badly in 1936,
due to the sharp decrease in exports to the United
States, which fell off to 164,905,000 in 1936, a decrease
of over 20 per cent from the 1985 figure of 208,676,000.
Exports of the better grade cigars increased in 1936,
but these are still a negligible quantity. Exports to
other foreign countries fell off moderately, amounting
to 14,637,806 units in 1936, against 15,771,427 in
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1935. Domestic sales totaled 103,865,826 in the first
eleven months of 1936, or about the same as in 1935.

“Production of cigarettes amounted to 2,809,
000,000 units in the first eleven months of 1936, a very
slight increase over 1935. Domestic sales totaled
2,753,000,000 in the eleven months period, or about
two to three per cent better than in the same period
of 1935, while exports amounted to 16,000,000 and
deliveries to the United States Army and Navy 33,-
000,000. Cigarette production declined steadily from
5,110,000,000 in 1928 to 2,965,000,000 in 1934, on ac-
count of increasing preference for American cigarettes.
It has held even or increased very slightly, however,
in the past two years.”

The Collector of Internal Revenue, in his Annual Re-
port for 1936, has these pertinent paragraphs:

“THE TOBACCO PROMOTION WORK OF THE BUREAU

“THE PHILIPPINE CIGAR TRADE IN THE
UNITED STATES

“The total number of cigars exported to the
United States during 1936 was 164,905,078, as com-
pared with 208,676,183 in 1935, showing a decrease
of 43,771,183 cigars, or 20.9 per cent. While a de-
crease in quantity was recorded during the year under
review, there was slight increase in the average price
paid per thousand from P29.99 in 1935 to P30.28 in
1936. The decrease in the quantity of cigars exported
to the United States was due largely to the strong con-
petition offered by the American cigars which made
a substantial gain in the American market, on account
of the well systematized and heavily financed adver-
tising campaign behind them. The strike of the
longshoremen in the United States during the last
quarter of the year which caused the tying of Amer-
ican ships has eontributed, to some extent, to the de-
cline in the cigar exports, as the manufacturers in the
Philippines had an estimated total of 16,498,000 cigars
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intended for the Christmas season held on different
vessels on the Pacifie Coast waiting to be unloaded
upon the termination of the strike. The slight in-
crease in price was due to the bigger shipment this
year of Class A cigars invoiced to retail at more than
two-for-five-cents,

“The Philippine tobacco agents in the United
States, Messrs. C. A. Bond and D, F. Morris, continued
their propaganda work. They visited different sec-
tions of the country with the purpose of popularizing
the sale of Philippine ‘cigars and of ascertaining
whether or not the Philippine cigar importers observed
the requirements of this Bureau regarding prices. In
their travels, they endeavored to learn intimately the
cigar market situation in the different sections of
the country. They were convinced of the gradual
shifting in the sale of cigars in that eountry from the
cheap kind fo the five-cent and other higher grades.

. The manufacturers in the Philippines, however, were
reluctant to heed their recommendation to return to
the manufacture of five-cent cigars for the American
market, because the American importers have never
indicated to them any desire to shift their orders from
the two-for-fivecent to the five-cent class of cigars.
They asserted that the abandonment of the two-for-five
cent cigar trade woild mean the closing of their fac-
tories. As stated above, the export of cigars to be
retailed at more than two-for-five cents has increased
slightly in 1936, and it is hoped that more five-cent
cigars will be shipped in the year 1937 with a corres-
ponding decline in the shipment .of the cheaper grade
of cigars.”

The abandonment of the manufacture of two for five
cent cigars does not seem to be entirely sustained by facts
and to substantiate this, we quote below a letter sent to
Manila by Mr. Bond and forwarded to us, for the informa-
tion of our members, by the Bureau of Internal Revenue.
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“The Manila Tobacco Association
Room 85, El Hogar Filipino Bldg.
Juan Luna & Muelle de la Industria
Maniia.

“Gentlemen:

“For your information, I have the honor to quote
hereunder the contents of a self-explanatory letter
forwarded to this Office by Mr. C. A. Bond, one of
“the Philippine Tobacco agents in the United States:

‘Dear Mr. Bond:

‘We have your letter of the 26th, dated at New York, and
note you are direct agent for the tobacco industry of the P. L

We are in the market for an A-1 class of 2 for b¢ Cigars
made in the P. 1. and exported to the U, S. A., direct fo us
{for our exclusive Distribution.

‘We wish to add an Imported line of Cigars to our Domes-
tic Made Line of Cigars.

‘Our customers extend from the Atlantic to the Pacific
Coast and are among the largest Jobbers and Wholesale traders
in the U.S.A. We want a strictly high grade Cigar made in
the P. 1, to retail at 2 for 5¢ or .25¢ for a Handfull of Cigars.
This is our Slogan and all our Cigars retail at not more than
2 for 5¢ and sold at .25¢ for 8 Handfull. This is an entirely
new set-up in the retail sale of Cigars.

‘We have ample Cash o trade with one of your best
Manufacturers. It not necessarily must be one of your largest
Cigar Makers; we must have a reliable connection however
that can step-up production as demand would require and if
the quality and Workmanship was right with the price such
that would be just a few jumps ahead of the other competitors
we could no doubt create volume sale of Cigars.

*We are and always have been ready to cooperate with
our Cigar Manufacturers with a view to Volume Salezs and
~ this justifies & very close margin of profits on the initial sales.

‘You can go over your field down in the Islands and see
Just what there is there to take care of & business of this
nature for mutusl sales and profits interests.
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‘We must be direct Importers from the Islands ourselves
and no middle men would be considered nnder any circums-
stances. Note this please.

‘We have ample working capital to finance all shipments
with Cash money as well as our direct to customer shipments
from the P. 1. 80 they can figure on the closest margins on
any sample lines submitted which may be charged for and we
will remit for samples.

‘We are most respectfully yours,

(Sgd.) ‘E. SNYDER & SON

‘P. 8. We would prefer two Shapes at least all Light Colors
packed 1/10th and 1/20ths. Very Nice and Mild well cured
tobacco Long-Filler.

“The address of the sender of the above quoted

letter is P. 0. Box No. 68, Hampstead, Md., U. S. A.

“Very respectfully,

(Sgd.) “A. L. YArco,
“Collector of Internal Revenue.”

Going back to the report of the Bureau of Internal

Revenue, the following figures are very interesting in the
study of the tobacco trade between the United States and

the

Philippines.

EXPORTS TO THE UNITED STATES IN DETAIL

The following table indicates the number of cigars

exported to the United States during the last nineteen
vears and the average price per-thousand:
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Nuraber of Average
Year . Tice per

cigars exported » 1,99%3
12 1. S 265,234,126 P43.68
1919 ... e i 261,614,357 53.14
1920 ... ... , 321,616,983 65.16
1921 ...t 3 73,308,964 5b.25
1922 L. iiiii i 174,186,363 49.01
1928 ..t 219,702,360 52.25
1924 ... i 185,536,675 56.08
1928 .. iii e 212,878,762 47.76
1926 ... i 205,995,681 47.04
1927 ........ f et 173,190,208 43.29
1928 ...ttt 187,360,260 4201
1929 ...ttt 156,641,727 40.85
1930 ...ttt 154,134,414 39.43
1931 ... 166,193,165 36.34
1932 ...t 176,269,204 84.45
1838 ... e 185,056,249 30.52
1934 ... iiii it 208,268,782 31.10
1935 ... . iiairean 208,676,183 29,99
1936 ..ot i 164,905,078 30.28

The wrappers used for the cigars sent to the United
States are estimated as follows:

o, wmus o B

ear rumber o ama ippins

cigars WIBppers wrappers m;?;eu

Per Cent Por Cent Per Cent
1918 ... 265234126 .65 1.57 97.78
1919 ... 261,514,367 200 27 95.25
1920 ... 821,616,983 1.00 8.05 95.95
1821 ... 73,303,964 2.85 3.00 94,15
1922 ... 174,186,363 2.00 2565 95.45
1923 ... 219,762,360 425 3.75 92.00
1924 ... 185,436,675 8.35 2.65 89.00
1925 ... 212873752 10.50 2.15 87.35
1926 ... 205,995,581 b54.67 1.12 44.21
1927 ... 178,190,208 45.05 1.86 53.09
1928 ... 187,360,260 56.72 16 4252
1929 ... 156,641.727 4150 - 870 54.80
1930 ... 154,134,414 37.69 2.98 59.33
1931 ... 186,193,166 39.54 2.58 b7.88
1932 ... 176,259,204 4813 1.63 50.24
1838 ... 185,056,249 56.48 20 41561
1984 ... 208,268,782 75.75 22 24.08
1936 ... 208,676,183 78.14 2b 2161

1936 ... 164,905,078 82,71 1.38 16.91
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The following table indicates that the bulk of the trade
in the United States is built on Class A cigars:

"Class TRLPET  qg3p 1938 1834 1986 1938

A .. §200 176296494 184,783,804 207,671,212 208,181,988 164,317,208
B .. 800 686730 166990 516,606 28866 822,330
C .. 500 236450 152956 178276  16GAT0 129,930
D .. 1050 800 800 500 2,830 129,880
E .. 1350 39,730 2,200 2,000 1250 5,750

Total ..... 176,259,204 185,056,249 208,268,782 208,676,188 184,905,078

That the tobacco trade in the United States is not en-
tirely confined to the exportation of eigars can be seen from
the following tables:

Cigars

Quarter 1932 1833 1834 1935 1936
First ....... 80,262,058 30,191,261 55,781,051 53,711,912 88410167
Second ..... 89,312,145 80,675,410 55,176,479 48,215,685 42,068,417
Third ...... 50,044,154 54,468,060 83,242,881 52,321,200 46,141,548
Fourth ..... 46,740,847 69,721,628 64,067,477 54,427,886 345,284,846

Total .... 176,359,204 185,066,240 208,268,782 208,676,188 184,905,078

Cigarettes

Quarter 1932 1883 1984 1935 1836
First ...... . 293,880 670,800 548,300 419,800 115,006
Second ..... 202,700 221,100 760,200 519,650 197,000
Third ...... 806,420 218,460 198,600 861,450 180,000
Fourth ..... 486,100 464,600 461,600 895,060 261,000

Total ..... 1,382,060 1,664,350 1,906,600 1,684,000 748,000

¥

Partiaily manufactured tobacco
1832 1938 ‘ 1534

- Quarter g :ined Scrap Stripped Scrap  Stripped  Scrap
tobacce tobseco iobacco tobacce  tobacco tohaceo

Kilos Kiloa Kilos Kiloa Kiloa Kilos

First .......... 315682 229,362 113,541 72,214 118,494 81,132
Second ........ 264,818 174200  58,22€ 66,755 99,646  T1,287
Thid ......... 161,885 110,830 54,044 200,681 35,285 60,688
PFourth ........ 128,030 91,357 133,088 166,108  B8,066 204,612

Total ....... B85350 606449 854,394 495,768 342,440 417627
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1886 1938
Quarter Stripped Scrap Stripped Scrap
tobacco  tobmeso tobaccos  tobsieso
Kilos Kiloa Kilos Ketos -

b -} S 81688 3832008 191,666 106,087
Second .....coieiiiiiiiiiiiinaaaas 167,638 161,462 116,729 181,088
Third ...iiiie it it 91,419 194,508 111,193 94,350
Fourth ..........cccivuiiiieionninnn 95,249 219.11¢ 111,266 175,288
b 7 445889 908,880 440,77%F 650,778

No leaf tobacco was exported to the United States in
1936.

From the Annual Report of the Collector of Customs
we copy the following: .

IMPORTS

Tobacco products—Imports in tobacco products,
which constituted 4 per cent of the total imports, de-
creased from P7,600,659 in 1935 to P7,130,860 in 1936,
or 5 per cent. The slump was due to decrease in im-
ports of {obacco products from all supplying countries
of the world. The importations per capita in 1903
and from 1928 to 1936 were as follows:

Por cent Increase {+) or

. decrease {—)
Yeayr Vaive Percapita of total over precedi
imports genr ng
Peacs Per cent
1908 ... 27,142 & b e
1928 ... 6,202,070 0.49 2 + 11
1829 ... 6,541,456 50 2 + b
1330 ... 5,BET,TIH Ad 2 - 9
1931 ... 5,448,428 .40 3 - 7
1932 ... 5,386,142 39 3 — 1
1938 ... 4,240,219 30 i — 21
1034 ... 5,868,802 45 4 +4- 38
1936 ... 7,500,559 BT 4 + 28
19386 ... 7.130,860 .54 4 - b

aLegs then one-half of a centave
b Lesa than one-half of 1 per cent
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As in previous years, the United States supplied
practically all our demands of tobacco products, 98.6
per eent of our supply in 1936 having come from that
country, 1.24 per cent from Dutch East Indies, 0.18
per cent from China, and 0.03 per cent from other
countries, as shown on the following data:

193§ 1935
Imported from
Value Percent Valus Per cent
Pesos Pagor
United States ..... 7,031,197 98.60 7,392,173 9355
Dutch East Indies 88314 1.24 92,128 123
China ........... . 1,782 03 3,916 .06
Total .......... 7,130,860 100.60 7,600,5p9 100.00
EXPORTS

Tobaceo products—Exports in tobaceo products
during the year amounted to P10,489,566 compared
with P12,003,658 in 1935, or a decrease of 13 per cent.
The decrease was due mainly to the decline in exports
to the United States and Spain which were the prin-
cipal markets of these products. Exports per capita
in 1903 and from 1928 to 1936 were as follows:

Por cent Increase (+)or

Yeer Value Per capita ::;gg ;armymgm’!
Pazos Por cent

19038 ... 3.8938,750 0.51 3 cias
1928 ... 17,142,873 1.36 4] — 4
1929 ... 17,379,888 1.37 b + B
1930 ... 15,872,771 1.18 b -1
1931 ... 14,841,675 1.11 7 — 5
1932 ... 12,800,118 94 T — 14
1938 ... 10,355,787 .4 5 —~ 18
1984 ... 10,389,407 L0 5 a

19356 ... 12,003,658 92 8 + 16
1936 ... 10,489,686 J9 4 —13

& Increase of less than one-half of 1 per cent.
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Exports to the United States, Spain, Korea, Japan,
and China declined, while those to Hawaii, France,
Hongkong, British East Indies, Italy, and other coun-
tries increased, but the increases were not enough to
offset the decreases as shown on the following:

1936

1935

EXPBM to— Value Perceni Value Percent
Pegos Pesos

United States ... 5,124,690 48.86 46,677,130 54.79
Spain .......... 2,956,089 28.18 3,177.450 2647
Raly .......... 402,891 3.84 2,119 02
France ......... 387,412 3.69 173,133 144
Korea ......... 334506 3.19 739,662 6.16
Japam .......... 277,622 2.65 334,428 279
Ching .......... 275,408 2.63 288400 240
Hawaii ........ 212,631 203 205,688 1.71
Hongkong ...... 96,925 92 93,455 78
British EastIndies 91,730 87 89,185 14
Other countries 330,758 3.15 323,008 270

10,489,566 100.00 12,003,658 100.00

As for 1937, the following statistics are pertinent:

Imports from January 1st to June SOth

1936 1937
Quantity Value Quantity Value

Leaf Tobacco Ka. Ka.
United States ...... 174,394 P415,027 273,071 P248,224
Duich East Indies .. 2,006 22654 3,846 29,310
176,490 P437,681 276,417 P278,634

Cigars Nos. Nos.
United States ...... 200 P 20 6210F 190
Cuba ............. 420 26 res
820 ¥ 46 6210P 190
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Imports from January 1st to June 30th

1988

1987

Quantity Value

Quantity

Yalue

Cigareties

United States.Nos. 918,971,504 P2,865,102 995,484,280 P3,170,084

Aﬁptria

.........

-------

Chewing
United States . Ka.

Smoking 7
United States . Ks.
Great Britain ..

.....

Al Other
United Stafes . Ks.

TOTALS

Leaf tobacco .. Ka.
Cigars ...... Nos.
Cigarettes .. Nos.
Chewing ..... Ks.
Smoking .... Ka.
All other .... Ks.

Total

100 2
6,800 147
16,450 260

1,000 8
6,300 162
10,000 100
19,720 408

913,995,254 ¥2,865,611 995,521,300 3,170,757

81,962 * 197,680

162,325 P 347,609

10,772 P 24,350

21 130
2,899 4,450
2 6

1 1

39 423

1 1

13,333 F 32,139

50 326
2,488 3,968

75 750

e

13,735 P 29,361

15,946 P 387,183

27199 965

175 P 560

176,490 P 437,681
| 620 46
913,995,264

276,417 P 278,634
6,210 190

2,865,611 995,521,300 3,170,767

81,962 197,680 162,325 847,609

18,785 29,361 15,946 87,188

279 965 175 569
.............. ... 73,581,244 13,884,842

The figures quoted above are for the first six months -
of this year and they already evince an upward tendency
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in the import of leaf tobacco from the United States. In
the year 1936 the total amount of leaf tobacco imported
from America was 295,238 kilos at an average cost of
P2.53 per unit. The quantity imported from January to
June of this year is 278,071 kilos at an average cost of
P2.38 per kilogram. It is to be presumed that by the end
of 1937 our imports of leaf tobacco from the United States
would exceed those of 1936 and 1935, and possibly equal
the volume of 1934 which was 566,729 kilos,

Cigarette importatibns have also increased as com-
pared with last year and we will not be at all surprised
if the figures for the whole year of 1937 should exceed
those of 1935 which was over two billion units,

Imports of chewing tobaceo for the six months have
almost doubled those of 1936 for the same period.

Smoking tobacco has registered a slight increase over
the same period of last year.,

Ezxports from Jonuary 1st to June $0th
1036 ) 1937
Quantity Valus Quantity Value

Leaf Tobacco -
United States ... Ks. 200 P 106 ...... ...
Other counfries ... 6,989,680 2,726,666 5,232,708 P1,815,197

6,989,785 92,726,671 5,232,708 P1,815,197

Cigars )
United States .. Nos. 79,987,282 P2 373,669 74,464,241 2,190,585
Other countries ..... - 9,624,066 873,510 13,125.432 442,259

89,511,347 2,747,169 87,589,673 P2,632,837

Cigareties _
United States .. Nos. 279,450 P 2,392 365560 P 3,510
Other countries .... 6,109,840 12,939 4,659,010 9,628

6,389,290 ¥ 15,331 5,024,570 P 13,1388

Seraps, siripped filler

and cigar end
United States ... Ks. 494,355 P 177,958 1,333,228 P 623,655
- Other countries ..., 46,180 15,724 74,580 28,892

540,585 P 183,682 1,407,758 P 652,547
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1838 1937
Quantity Value Quantity Valne
Smoking or cut tobacce
United States ... Ks8.  ......  ...eer iiriir ianann
Other couniries .... 769 P €63 81T P 871
769 P 663 817 P 671
All otker
United States ... Ka8.  ......  .iiier ereieer areaes
Other countries .... 45959 ¢ 2,728 55596 P 1,441
45959 F 2,728 55,696 P 1,441
TOTALS
Leaf tocbacco ... Ks. 6,989,785 P2,726,671 5,232,708 P1,815,197
Cigars ....... Nos. 89,611,847 2,747,169 87,589,673 2,632,837
Cigarettes ..... Nos. 6,389,290 15,381 5,024,570 13,138
Scraps, stripped filler

and cigarend . Ks. 540,535 193,682 1,407,758 652,547
Smoking or cut fo-

bacco ........ Ks. 769 663 817 671
Allother ....... Ks. 45,959 2,728 55,596 1,441

. Total ...t P5,686,244 ¥5,115,831

For the period recorded above no leaf tobaceo in its
raw form has been exported to the United States.

Cigar exports have decreased and so have cigarettes,
Scraps and stripped filler have more than doubled.

Making a summary of the six months trade in tobacco
and tobacco products between the United States and the
Philippines we have the following figures:

Imports Valne
Ieaftobaeco .......ciciiiniiiiiiinannn P 249224
L 2 o 190
Cigarettes ......... e restraerraanann 8,170,084
Chewing ..... e ereeteriaeanreaanerees 847,609
BMOKINE .. iiinirtiriin s enacaran 82,1389
Allother ....... .. it iiitnanans 669
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Exports Valua
1 92,190,585
Cigaretles ......cvnivvnincrnncnnroranen 3510
Scraps, stripped filler, ete. .. .............. 623,666

Total ....cviivnriiiieriainnensnnn $2,817,750
Balance in favor of the United States ..... P 982,065

Local Production of Cigars and Cigareltes from
January 1st to June S0th, 1987

Cigars «.................. RN 152,027,477 units
Cigarettes ..... Certieaeseraaeans 1,728,522,635 units

These figures are not definite as some factories have
not yet sent in their reports for June production.

Local production of cigarettes has increased slightly
though not very perceptibly and still tooc far below the
formcr normal output.

Salient Facts in the Tobacco Trade Belween the
United States and the Philippines

1.—Imports of tobacco and tobacco products from the
United States are increasing every year.

2,~Consumption of American cigarettes in the Phil-
ippines is steadily driving from the Philippine market the
like article manufactured by local factories,

8.—Cigarette importations compared with the total

local production of the same article in 1926 was 8.43 per
cent. In 1935 it was 68.85 per cent.

The steady decrease of loeal production and the enor-
mous increase of American cigarettes can be seen below:

76144 O—voL 111—38—22
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1.0cal production

Imported

A p Por cont of

Your fommite  cies Tiopors
1928 ........ 5,110,187,247 708,957,981 13.87
1930 ........ 4,718,684,628 1,075,737,000 22,79
1932 ........ 8,953,734 473 1,058,483,207 26.64
1934 ........ 2,966,435,450 1,488,725,8%0 50.18
1936 ........ 2,986,494,142 2,056,224,8438 68.85
1936 ........ 8,071,244 827 1,893,867,719 61.66

4 —American leaf tobaceo has become an indispen-
sable adjunct of cigar exports from the Philippines to the
United States. In 1918 we exported 266,234,126 cigars
to the American market and the wrappers used in them
are figured by the Bureau of Internal Revenue as follows:

With U, 8. With Sumatre With Philippine

Year WISppers  WIRppers WIRADDETS

DPer cent DPer cent Peor cent

1918 ............. 0.65 157 97.78
1926 ... ........... 10.50 2.15 87.35
1935 ... ........ 78.14 0.25 21.61
1936 ............. 82.71 1.38 16.91

b.—The average price per thousand of cigars exported
to the United States has been decreasing steadily. In
1918, the average was P43.68; 1919, P53.14; 1920, P65.16;
1925, P47.76; 1930, $39.43; 1935, P29.99; and 1936, P30.28.

~ 6.—Philippine cigar exports to the American market
is insignificant if compared to the total output of that pro-
duct in the United States. The amount we send barely
represents three per cent of the total consumption of cigars
in the United States.

7~—Philippine cigars cannot possibly make much
headway in the American market because it is not sup-
ported by large budgets for advertising,
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8.—Perfected machines which make millions of cigars
daily in the United States have reduced the cost of product-
ion to a point where Philippine hand-made products are
now a little more expensive to manufacture,

9. —Ninety-eight per cent of the cigars from the Phil-
ippines are retailed in the United States at 2 for 5 cents
and sometimes 5 for 10 cents,

10.—Export duties on cigars intended for the Amer- -
ican market would entirely stop shipments t¢ the Unifed
States, '

11,—The balance in the tobacco trade between the
United States and the Philippines is in favor of the former.

12—The effects of a paralyzation of cigar exports
to the United States would be:

(a) More than half a million people would be-
come idle without any oceupation.

(b) Less money would circulate.
(¢) Unemployment would become acute.

{(d) Agitators will find a propitious element fo
work upon.

{e) Purchasing power curtailed.

(f) The standard of living will suffer a set-back.

(g) General importation of American merchan-
dise wil] decrease,

(k) American bottoms, railways and insuranee
companies will be affected.

On the other hand, if Section 6 of Act 127 of the 73rd
Congress is not repealed;

(i) American manufacturers will enjoy undis-
turbed export of cigaretfes, cigarette
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paper, cellophane, lithographs, Iabels,
flaps, cartons, bands, wrappers, and to-
bacco machinery.

(i) Farmers and dealers will continue to sell us
American leaf tobacco.

(k) American railway and steamship companies
the transportation of all these exports.

(1) Insurance companies the premium covering
the risk.

Our PLEADINGS

From the time we wrote our Memorandum to this day,
there has been no change of any material extent or im-
portance to warrant a change of opinion.

We pleaded for the repeal of the export tax as provided
in Section 6 of Act 127 of the 73rd Congress and we
reiterate our stand.

If the advancement of the date of independence should
become a reality, we believe that free trade in fobaceo pro-
ducts between the United States and the Philippines should
be provided for after the change of sovereignty over the
Islands.

As we have noted in our Memorandum, tobacco is the
product which offers the twe countries a real reciprocal
trade and we see no reason whatsoever for the imposition
of duties, taxes, restrictions or burdens of any nature since
the benefit of the interchange is mutual.

Respectfully submitted,
MANILA TOBACCO ASSOCIATION

M. V. GALLEGO,
President.
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FOREWORD

The National Foreign Trade Couneil for twenty-fonr years
has served as a channel for erystallization of the views of foreign
traders in the United States and has taken a position of leader-
ship on important questions affecting foreign trade. It and its
affiliate National Foreign Trade Association now represent
approximately five hundred of the leading exporters, importers,
foreign irade banks, shipping companies and other institutions
from thirty-one different states, all interested in foreign trade
and affected by our relations with the Philippines, many of them
actively engaged in Philippine trade.

The National Foreign Trade Council, therefore, presents
this -brief not in the interest of any specific product in the
Philippine-American trade, but in the national concern.

INTRODUCTORY

The United States has just cause for pride in its politieal
relationships with Cuba and the Philippines. Measures to dis-
charge the polifical responsibility which it acquired ag a result
of the Spanish War will stand as continuing evidence to the
world of the freedom of the United States from imperialistic
ambition.

Measures to discharge the economie responsibilities which
it assumed towards both peoples present greater complexities.
There remains, at least so far as the Philippines are concerned,
the task to make sure that the high attitude of the United States
on the political aspects of Independence will not be blemished
by inadequate or improper provision on the economic side. For
& better appreciation of the background of the ecomomie prob-
lems involved, a short excursion into historical aspects may be
helpful.

It is interesting that the possible future aftitude toward the
Spanish possessions affected by the Spanish American War
was given consideration at the very outset, The sinking of the
Maine in Havana Harbor on February 15, 1898 naturally incited
congressional discussion not only of war with Spain but of the
motives of the United States in undertaking such a war. At
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that time attention was directed solely to Cnba. After debate
in which emphasis was laid upon the humanitarian aim of the
United States, the Joint Resolution authorizing the use of the
armed forces was adopted on April 20, 1898, containing an
express disclaimer of any infention to exercise sovereignty over
the Island of Cuba, except for its pacification. This Joeint
Resoluation read:

““Joint Resolution For the recognition of the inde-
pendence of the people of Cuba, demanding that the
Government of Spain relinquish ifs authority and govern-
ment in the Island of Cuba, and to withdraw iis land and
naval forces from Cuba and Cuban waters, and directing
the President of the United States to use the land and naval
forees of the United States to carry these resolutions into
effect.

‘“‘Whereas the abhorrent conditions which have existed
for more than three years in the Island of Cuba, 80 near
our own borders, have shocked the moral sense of the people
of the United States, have been a disgrace to Christian
civilization, culminating, as they have, in {he destruction of
a United States battle ship, with two hundred and sixty-six
of its officers and crew, while on a friendly visif in the harbor
of Havana, and can no longer be endured, as has been set
forth by the President of the United States in his message
to Congress of April eleventh, eighteen hundred and ninety-
eight, upon which the action of Congress was invited:
Therefore,

““Resolved by the Senate and House of Represeniatwes
of the Uniled Stales of America m Congress assembled,

First. That the people of the Island of Cuba are, and of
right ought to be, free and independent.

t*Second. That it is the duty of the United States fo
demand, and the Government of the United States does
hereby demand, that the Government of Spain at once
relinguish its authority and government in the Island of
Cuba and withdraw its land and naval forces from Cuba
and Cuban waters. '
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“Third. That the President of the United States be,
and he hereby is, directed and empowered to use the entire
land and naval forces of the United States, and to call into
the actual service of the United States the militia of the
several States, to such extent as may be necessary to carry
these resolutions into effect.

“Fourth. That the United States hereby disclaims any
disposition or intention to exercise sovereignty, jurisdiction,
or conirol over said Island except for the pacification
thereof, and asserts its determinaiion, when that is accom-
plished, to leave the government and control of the Island o
its people. (Italics added).

‘¢ Approved, April 20, 1898.’

By declaration of April 25, 1898, war was formally declared
against Spain. .

‘While the war was primarily directed to the objectives set
forth in the Joint Resolution, the Philippine Islands became
involved due to the fact that Admiral Dewey’s fleet was at that
time in Chinese waters, close to the Philippines. The battle of
Manila was fought and an expeditionary foree sent from San
Franciseo took from Spain control of the Islands. Though there
had been as regards the Philippines no express declaration of
intention as in the case of Cuba, ‘“to leave the government and
control of the Island to its people”’, such was assumed to be the
intention, particularly by the Filipinos. In fact, it is believed
that the declaration in regard to Cuba may have motivated
Agninaldo and other Philippine leaders in rendering aid to the
American forces.

Perhaps due fo the military fervor engendered by the war,
perhaps due to the fact that no express provision had been made
regarding the Philippines in the declaration of war, a distinction
was made in the Treaty of Peace signed at Paris December 19,
1898, as between Cuba and the Philippines.

Consonant with the Joint Resolution declaring war, the
Peace Treaty provided in regard to Cuba merely that ‘“Spain
relinquishes all claims of sovereignty over and title o Cuba”,
and provided merely for American ‘‘occupation’’, rather than



BRIEFS SUBMITTED IN PRINTED FORM 349

sovereignty, and American responsibility during snch oceupa-
tion for obligations under international law resulting therefrom.

As to the Philippines, however, the Treaty provided for
absolute cession:

“ARTICLE IIX

*‘Spain cedes to the United States the archipelago
known as the Philippine Islands, and comprehending the
islands lying within the following line:

““The United States will pay to Spain the sum of
twenty million dollars {$20,000,000) within three months
after the exchange of the ratifications of the present treaty.

“ARTICLE IV

*¢The United States will, for the term of ten years from
the date of the exchange of the ratifications of the present
treaty, admit Spanish ships and merchandise to the ports
of the Philippine Islands on the same terms as ships and
merchandise of the United States.”

Notwithstanding the distinction made in the Treaty, and
notwithstanding the payment of $20,000,000 to Spain, the United
States by the Tydings-McDuffie Act of 1934 has complied with
any implied promise or obligation as towards the Philippines
““t0 leave the Government and control of the Island to its
people’’. While the period for granting freedom may be consid-
ered long to the present generation, it will undoubtedly appear
in retrospect, and in comparison with the attainment of freedom
by colonial peoples under the sovereignty of other nations,
relatively short.

The foregoing historical resumé is of importance as
showing: i

First, the greater degree of responsibility of the

United States toward the Philippine Islands than toward

Cuba,—sovereignty in the oue case as distinguished from
protectorate in the other;
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Second, the reason which the United States had in 1909
in extending to the Philippine Islands the advantages of free
trade with the United States; and '

Third, that if, as will be shown, the advantages flowing
from the free trade status have bronght with them serious
economic problems atiendant upon independence of the
Philippine Islands, those economic problems must be con-
sidered and solved entirely apart from the gquestion of
political independence and upon such terms as to preserve
rather than desiroy the advantages which the free trade
status has brought in economic development of the Philip-
pine Islands.

I. COMMERCIAL POLICY IN TRADE RELATIONS
WITH THE UNITED STATES IS PRIMARILY RESPON-
SIBLE FOR PRESENT PHILIPPINE DEVELOPMENT
AND ECONOMY.

To appraise the problem now confronting Philippine-
American trade, we must review the legislative foundation upon
which that trade has been developed and the effect upon the
Philippine people and Philippine trade of the commercial policies
pursued.

A. Legislative Policy has established a Virtual Free Trade
Status as between the United States and the Philippines.

From 1898 to March 8, 1902, products exchanged between
the United States and the Philippines were ireated by each
country in the same manner as similar goods imported from
foreign countries with the exception of Spanish goods. The
United States Revenue Act of March 8, 1902 granted to imports
from the Philippines a reduction of 25% from specified United
States tariff rates but produets of the United States entering the
Philippines were accorded no preferential {reatment.

In 1909 the ten year period for equal treatment of Spanish
goods (Artiecle IV of the Treaty of Paris) expired. The Philip-
pine Tariff Act passed by Congress and approved August 5,
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1909 established virtual free trade between the Philippines and
the United States and the concurrent Payne-Aldrich Act fixed
& quota on duty free imports of sugar and tobaceco from the
Philippines. The latter Act also limited the maximum content
of non-Philippine or non-American materials which could be
included in Philippine manufactures in order to allow them duty-
free entry in the United States. The United States Tariff Act
of October 3, 1913 modified in minor respects the Act of 1908
and abolished the quota on sugar and tobacco. .

The Tydings-McDuffie Act approved March 24, 1934, the
Independence Aect, fixed certain duty-free quotas on sugar,
coconut oil and yarn, cordage and hemp products. The Jones- '
Costigan Act of May 9, 1934 modified the sugar quotas and the
Cordage Act of 1935 doubled the cordage quota contained in the
Tydings-McDuffie Act and changed it from a duty-free to an
“absolute’’ guota.

The United Stales Revenue Acts of 1934, 1935 and 1936
placed an excise iax on coconnt oil. '

Thus virtual free trade has existed since 1909, except for
the duty-free sugar quota, imposed from 1909 to 1913 and again
imposed, with restrictions on other produets, by the Indepen-
dence Aet of 1934 and subsequent legislation. The excise tax on
coconut oil levied by the Revenue Aects of 1934, 1935 and 1936
may be eonsidered more than a trade restriction and in effect
an abrogation, in part at least, of the duty-free status aceorded
to coconut oil products (within quota-limitations) by the
Independence Act.

B. Under the Free Trade Policy the Philippine Islands have
experienced Remarkable Growth and Development.

Not to be ignored even in an appraisal of trade conditions
and problems, but indeed one of the primary indices of the
standard of living attained in a given country, is the cultural
and educational advancement of the people.

The education of the Filipinos since the acquisition of the
Islands by the United States has reached a high standard. Im.
the year 1934 there were 26,769 teachers of the Filipino race
teaching in the schools of the Islands, as compared o only 188
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American teachers. The Government of the Islands has wisely
devoted a large part of its expendifures to edncation. In 1931
these expenditures reached $17,027,378, representing 20.2% of
the total government expenditures. '

It is estimated today that literacy in the Islands is approxi-
mately 50%. According to Table No. 1 of the United States
Tariff Commission Report No. 118, 2nd Series (1937),* the
number of schools in the Philippines during the school year
1935 to 1936 was 7,830, while the number of students enrolled
in those schools was 1,200,598. Information obtained from
Philippine educational anthorities indicates that this number
represents 40% of the children of school age in the Philippines.
The school system has caused the younger generation to use in
the main English, while both English and Spanish are nsed if
the courts and in the National Assembly.

In addition to the grade schools and high schools in the
Islands, the Government supports a Normal Schocl, a School
of Arts and Trades, a Nantical School and the Central Luzon
Agricultural School. There are also Provineial Trade Schools.
Higher education may be obtained by the Filipino at the Univer-
sity of the Philippines which ranks with the better Universities
of the United States and in the school year 1933 to 1934 had
five thousand students. The Dominican University of Santo
Tomas, which was founded in the year 1611, is twenty-five
years older than Harvard University. It has about 800 studentas.

Land Distribution

The distribution of land in the Philippines is nnique and
the history of this question will indicate how widespread may
be the effect of curtailment of markets forced by threatened with-
drawal of the duty free sfatus, later discussed. When Dewey
sailed for Manila, he took with him Aguinaldo and several other
Filipino insurgent leaders who cooperated with the American
forces in the conquest of Manila and of the Philippines. At
the close of the war, when the insurgents were informed that
the United States did not intend immediate withdrawal from the
Islands, an insurrection was precipitated which lasted two years
and which finally was subdued after an expenditure of several
* hereinafter referred to pimply as tha Tariff Commission Report.
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thousand lives on both sides and over $5,000,000. In 1899, the
United States sent a commission headed by Jacob Gould
Schurman to the Philippines to formulate some plan for gov-
ernment. This Commission and its suecessor headed by William
Howard Taft found that one of its most difficult problems was
the question of church lands. During the insurrection the
friars bad been expelled and upon restoration of law and order
they demanded the return of their property by the United States
anthorities. Faced with this, Taft was ordered unofficially to
eonduct negotiations for the purchase of these lands from the
Holy See. After two months of negotiation, he successfully
obtained these church lands by paying the sam of $7,235,000 to
the Vatican. The lands were then furned back to the Philippine
Government and through homesteading grants became the prop-
erty in small parcels of Filipino farmers. The aversion the
ownership of large blocks of land by any organization or
individual instilled in the Filipinos by these incidents led to
the passage of their unusual law limiting the amount of land
that may be held by any person or private corporation. As a
result, of the 9,318,000 acres of land actively cnltivated during
the year 1931, 96% was owned by over 2,000,000 Filipinos, a
remarkable distribution of land wealth. (See ‘“The Develop-
ment of the United States Since 1865°’ by Nelson P. Mead, pages
257-261; ‘‘Mission of Governor Taft to the Vatican’’, Yale Law
Journal, November 1902; *‘The Philippines, Past and Present”’
by Dean C. Worcester, Secretary of the Interior of the Philip-
pine Islands during the years 1901 to 1913, page 586 et seq.).

Political Development

Political development bas been rapid. The Honorabie
Ralston Hayden, Vice-Governor of the Philippine Islands from
1933 to 1936, has written in ““Foreign Affairs’’ for July of 1936:

¢‘The form and organization of the present Philippine
government were determined by the Filipinos themselves.
The Commonwealth constitution was drafted in Manila by
a popularly elected convention that was genuinely repre-
sentative of the best in Filipino character, intellect and
political experience. In personnel and leadership it also
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represented the overwhelming preponderance of Philippine
political power. It produced an organic law which was
agreed fo by all but one of its 202 members and which was
subsequently accepted by the vast majority of the Philippine
electorate. Few national constitutions have expressed more
complelely the free and deliberate choice of a people as to
the form of government under which they shall live.
‘“Although in the main reflecting the influence of
American political philosophy and practices, the Common-
wealth government contains & number of features that have.
grown out of Philippine experience. Despite a distinet sepa-
ration of executive, legislative and judicial powers, the
executive is definitely the predominant branch of the govern-
ment. The President is chosen by popular vote for a six-
year term, and is not immediately eligible for re-election.
‘While he holds office he has those powers vested in the chief
executive of the United States plus important additional
powers. He bas an itemized veto in appropristion and tax
bills; anthority to recommend appropriations that cannot
be increased by the legislature (except those for the National
Assembly and the judicial department) ; authority to over-
rule the decisions of the auditor-general; power in pre-
seribed circumstances to suspend the writ of habeas corpus
or place the Philippines or any part thereof ander martial
law; and broad powers that may be aunthorized by the
National Assembly in time of national emergency.’”’

Growth of Trade

This cuitural and political advancement has gone hand in
hand with marked development of trade. Though relisble
figures are not available for trade prior to 1899, the Uniied
States Tariff Commission Report No. 118-2nd Series (1937}
shows in Table 3 an adverse trade balance in the period 1899-
1901 and average exports for the period of only $20,780,000, of
which $3,814,000 or 18% were exported to the continental United
States and the balance of approximately $17,000,000 to other
countries., The growth of this trade has been rapid, starting in
1902 when 25% reduction in duties on Philippine products was
granted, but particularly after 1909 when the equality of treat-
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ment for Spanish ships and goods under the Paris Treaty
expired and free trade with the United States was extended to
the Philippine Islands. The period from 1923 through 1930
shows the greatest volume of exports, not only to all countries
but also to the United States, and the most significant feature
is that while exports to the United States as compared with the
1899 to 1901 period increased from $3,814,600 to an average
of $106,605,000 or approximately 28 times, the exports to all
other eouniries increased only from an average of $16,966,000
10 an average of $37,158,000, or only 214 times.

In relative terms, the dependence of the Philippine Islands

upon the United States as & market for its products increased -

from 18% in the 1899 to 1901 period to an average of 74% for
the 1923 to 1930 period. In the subsequent period 1931 to 1935,
affected by the world-wide depression, exports to all countries
dropped to an average of $101,946,000, those to the United States
to $84,835,000 and fo all other ecountries to $17,113,000, revealing
an even greater relative dependence of the Philippine Islands
upon markets of the United States during these adverse irade
conditions (an average of 83% of their export products going
to the Unifed States), a striking example of the advantage of a
market free from exchange and clearing agreements and other
resirictive measures. It is worthy of note that in this depression
period the exports of the Philippines to markets other than
continental United States dropped back to approximately the
amount of exporis to such markets during the period 1899 to
1901, whereas exports to the United States during this depres-
sion period were still some twenty-two times those of the 1899
to 1901 period.

Imports into the Philippines have followed a generally
similar course, except that their rate of increase was commend-
ably less than the rate of increase of exports. The first three
years after the Spanish war found the Philippines with an
unfavorable trade balance averaging approximately $4,000,000.
This was corrected in the period 1902 to 1909, but is found again
in the period from 1909 to 1914 and only once thereafter in 1923.
From 1919 to date, the Philippines have, on average, maintained
a comfortable balance of trade for an economically developing,
debtor, country.
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Economic and Social Benefits

Reviewing the trade situation of the Philippine Islands
since the Spanish war, it is clearly apparent that if conditions
prevailing up fo the enactment of the Tydings-McDuffie Bill
were to continue, Philippine-American trade would give every
promise of further nmormal development. Governor Genersl
Frank Mprphy in his message of November 14, 1935 summed
up as follows ““the public benefits that have acerned from the
wealth created during the last 35 years’’:

{GI‘

4.

Higher standards of diet, clothing, and housing have
lifted the Filipino laborer far above the level on which
he formerly lived.

State funds have been provided out of which railroads,
highways, bridges, and ports have been brought into nse-
ful being.

State pay rolls make possible the highest average salary
for government employees and the largest number per
capita to be found in the Orient or Tropics.

Private capital is available for investment in sugar mills,
oil mills, stores and offices, land and houses; capital that
has been used to modernize the old industries and ereate
new ones.

Less tangible but equally important are the acquirement
of better health, wider education, and higher scientific
and artistie culture, and all the chain of advancing social
standards, which come with an expanding and diffused
economy.’’

The difficulty now faced, however, is that this trade bas been
built up through the free trade relationship between the Philip-
pines and the United States. The Tariff Commission report
succinetly reviews the development and states the problem:

*‘The existing structure of the economy in the Philip-

pines is very largely the resnlt of the present economic
dependence of the Islands on the American market, and that,
in furn, is almost entirely the result of the free trade rela-
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tions which have existed between the two areas for the past
gunarter of a century. This relationship has created oppor-
tunities for the Philippines to sell in the United States, free
of duty, increased guantities of such products as sugar,
coconut oil, tobacco products, cordage, embroideries, and
pearl buttons, all of which are subject to duties when
imported into the United States from foreign conntries.
In consequence of this relationship, the tendency has been
for the Islands to develop those industries which produce
commodities for sale in the American market at prices kept
above world levels by the United States {ariff and more
recently, in the case of sugar, by quota restrictions. The
resulting increase in the production of export commodities
thus protected in the American market has to some extent
operated to discourage the production both of export com-
modities not so protected and of commodities intended for
Philippine consumption. On the other hand, the increased
sale of goods in a preferential United States market has
made it possible for the Philippines to buy more goods
from the United Siates and from other countries than they
would otherwise have been able to buy. But the dependence
of the Islands on the American market has introduced an
element of uncertainty into the situation by reason of the
fact that the maintenance of their economy depends largely
upon decisions made in the United States.”’ (page 39)

. THE ECONOMIC PROVISIONS MADE IN THE
TYDINGS-McDUFFIE ACT ARE INADEQUATE AND
UNLESS SATISFACTORILY MODIFIED WILL LEAVE
THE PHILIPPINE ISLANDS ECONOMICALLY HELP-
LESS AND VULNERABLE.

Political independence has been uppermost in the minds
of the Philippine leaders. While the economic aspects of inde-
pendence have received much consideration, they have been
subordinated to the ideal of political independence,

Despite the great pressure for political independence of the
Philippine Islands, the 1932 Hare-Hawes-Cutting Independence

76144 O—vor, II—86—28
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Act was rejected by the Philippine Legislature for the. reason,
among others, that:

*“The provisions of the law affecting trade relations
between the United States and the Philippine Islands would
seriously imperil the economie, social and politieal insti-
tutions of this country and might defeat its avowed purpose
to secure Independence to the Philippine Islands at the end
of the transition period.”” (Concurrent Resolution No. 46;
9th Legislature, 3rd Session.)

Later, however, the pressure for political independence was
so preat that economic considerations were sacrificed, upon the
implied promise, or with the hope, that effective provision would
be made during the ten-year interval before political independ-
ence should become effective and, preferably, during the five-
year period before the export taxes nnder the Tydings-McDuffie
Act should become effective. Politieal independence was finally
accepted by the Philippine Legislature by Joint Resolution of
May 1, 1934, accepting the revised Tydings-McDuffie Independ-
ence Act approved March 24, 1934,

The economie provisions of the Tydings-McDuffie Act will
Iater be discussed in more detail, but it is quite apparent from a
comparison of its terms with those of the rejected Hare-Hawes-
Cutting Act that it did not fully respond to the desires of the
Philippine people regarding future trade relations. One impor-
tant addition, upon which great reliance was evidenily placed,
was the provision in Section 13 for ealling a conference of repre-
sentatives of the Government of the United Stfates and the
Government of the Philippine Islands “‘for the purpose of
formulating recormmendations as to future trade relations”™
between the two governments. Although the Act merely specifies
that snch conference shall be held *‘at least one year prior to the
date fixed in this Act for the Independence of the Philippine
Islands’ (July 4, 1946), the appointment of this Joint Prepara-
tory Committee some eightf years prior to the final date fixed
for the conference shows the increasing importance now attached
to the economic questions arising from independence and reali-
zation that definite and safisfactory steps must be taken prepara-
tory to such independence.
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It is the confident belief of all parties inferested in the con-
tinued economic progress of the Philippine Islands that this Com-
mittee and the Conference provided for in Section 13 of the
Act will recommend, and the Congress of the United States
and the Legislature of the Philippine Islands will adopt, meas-
ures really adequate to protect the trade relations between the
United States and the Philippine Islands, so as not to impair”
the economie, social and political institutions of the Islands, nor
defeat the avowed purpose fo secure real and effective inde-
pendence at the end of the transition period.

~ A. The Tydings-McDuffie Act makes no Provision for Trade
Relations after Independence and its Provisions for Transition

during the Commonwealth Period are Arbitrary and Destructive
of Exicting Trade.

The outstanding economic provision of the Tydings-McDuffie
Act iz to establish a supposedly transitional period from the
sixth to the tenth year after the inauguration of the Common-
wealth Government, during which the latter shall collect export
taxes starting at 5%, and incréssing by 5% per annum, of the
regular rates of duties collected by the United States, thus
reaching 25% of such duties in the tenth and last year prior fo
Independence. In addition to the provisions for levying this
export fax, the Act imposes the duty free quotas upon sugar,
coconut oil and cordage mentioned above.

The most casual appraisal of the effeet of the export tax
provision reveals it as arbitrary and capricious in that:

A few products might withstand the imposition of this
export tax burden progressively for the entire five-year
period; export of other products, however, might be cur-
tailed or prevented by the tax in a shorter time, after per-
haps one or two years of imposition of the taxz.

Even if the export of some products may survive the
imposition of the full tax, the change from the payment of
tax equal to 25% duties to the full duty status upon Inde-
pendence of the Philippine Islands would be so violent as
completely to disrupt and largely destroy any remaining

export trade from the Philippine Islands to the United
States.
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The problems raised by, and the probable consequences of,
the Tydings-McDuffie Act are nowhere more convincingly and
authoritatively stated than by Hon. Ralston Hayden, Viee-
Governor of the Philippines from 1933 to 1936, writing in
Foreign Affairs for July, 1936:

“‘The most serious problems faced by the new Common-
weslth are those of public order and national economy. The
two are closely interrelated. If the latter ean be solved the
former will not prove insurmountably difficult. This is
not to say, however, that there is no danger of internal dis-
order in the Philippines. The possibility arises from three
sources: economic unrest, political disecontent, and unstable
or dissatisfied minority racial gronps. Agrarian unrest,
played upon by unscrupulous local leaders, has caused a
number of miner uprisings in recent years, In certain sec-
tions of the country many tenants and agricultural Iaborers
continue to live under well-nigh intolerable conditions. To
these malcontents is now added a growing class of dissatis-

. fied indnstrial workers, including the employees of the great
tobacco factories, the bus companies, the lumber and coco-
nut mills and the longshoremen. * * * The agricultural and
industrial laboreras who live on the margin of subsistence
provide a fine field for subversive activities by the political
‘outs’ and by a small but energetically-led communist
party. Violence and bloodshed have often attended the
straggles of these depressed classes to better their lot, even
during the period of relative national prosperity made
possible by the duty-free access of Philippine goods to the
American market.

¢¢® * Should there be a serious economic breakdown
the exisfing economic and political discontent would be
extended and intensified and might produce disorder that
could be suppressed only by the stern use of considerable
milifary foree. The solution of the problem of public order,
therefore, as of most of the other problems of the Common-
wealth, will depend primarily upon the continuation of the
economic prosperity of the Philippines gnd the finanecial
soundness of its government.
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¢ ® & The primary purposes of the export taxes are to
compel the Philippines to diversify its products, decrease
production costs and seek non-American markets. But both-
Filipinos and the American resident in the Islands are virtu-
ally upanimous in the conviction that these purposes can-
not be accomplished in the allotted time. There is grave
danger, moreover, that before the end of the period the fol-
lowing Philippine export industries would be seriously
depressed, or in some cases destroyed: sugar, molasses,
alcohol (from molasses), coconut oil, copra eake, desiccated
coconut, cordage, tobacco scrap, cigars, embroideries and
buttons. Now these industries comprise about 90 per cent
of all Philippine exports. Upon them depends the livelihood
of millions of Filipinos and the financial structure of many
provinces as well as of the Commonwealth Government
itself. In jeopardizing them at a time when serious economic
and political discontent already exist in the Philippines
the economic provisions of the Tydings-McDuffie Act
endanger not only the prosperity of the Filipino people
but the financial and political stability of the Commonwealih.

*‘The imposition of the preseribed export taxes, and
the uncertainty in which the Tydings-McDuffie Act left
post-independence trade relations befween the United
States and the Philippines, might fail to produce the dire
consequences so widely feared. But there can be little doubt
that the application of the full American tariff to Philippine
products when independence had been achieved would soon
be followed by economic ruin and political and soecial chaos.
Lesding Filipinos believe that the only way in which they
could avert these distasters would be by becoming & part
of the economic and political system of their great industrial
and military neighbor to the north. Most of them agree
with the President of their Constitutional Convention, who
stated publicly that such a course wonld mean **economie
pauperism and political extinction?’ for themselves and their
descendants, _

¢% % If there are sound reasons for. believing that the*-
‘economic provisions of the law jeopardize the accomplish-
ment of this purpose those provisions should be altered. The
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failure of the Commonwealth—even the eventual failure of
the Philippine Republie that is to succeed it—would be first
of all an American failure. It would be a particularly bad
failure, too, because it would mean that the United States
bad not met its obligations towards a weak and dependent
people over whom it had extended its rule by foree.

““The case for assuring the success of the Common-
wealth is equally clear from the standpoint of self-interest.
It would be costly and thankless to cope with any economic-
political collapse that might oceur in the Philippines before
1946. And if such a collapse oecurred it might well defeat
the fundamental purpose of the Tydings-McDuffie Act—
the early separation of the Philippines from the United
States. Whether both countries, or either of them, will
desire this separation when the allotied fen years shall have
expired, cannot be said definitely now. Already there is a
growing realization among thinking Filipinos that their long
songht ‘independence’ from the United Stafes may mean
nothing more than immediate freedom to starve and wulti-
‘mate domination by some other nation.”’

B. Application of the Economic Provisions of the Tydings-
McDuffie Act would gravely imperil the Internal Economy of the
Philippines.

The effect of the Tydings-McDuffie Act on Philippine
economy has been well considered by Professor Grayson L. Kirk
of the Department of Political Science at the University of
‘Wisconsin in his recent work *‘ Philippine Independence, Motives,
Problems, and Prospects’ published at New York by Farrar -
& Rinehart in 1936, Therein, at page 162, Professor Kirk states:

¢ . .. . at best the economic and financial prospects are bad,
80 bad indeed that there is no ground for optimism on the
part of a brave and intelligent people whose long fight for
freedom should entitle them to a happier future than the one
which the United States has now spread i)ef'ore them.*!

Viewed from the standpoint of an independent self-sufficient
national economy, the present economy of the Philippines is over-
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balanced and abnormal. It has been built up in reliance on the
protected American market which the free trade policy of the
1909 Act set in motion. The result has been in some industries
high costs which would make competition in the world market
difficult if not impossible. Quantities are also produced in some
industries which could not be disposed of profitably in competi-
tion with other areas ouiside the eustoms barriers and restric-
tions imposed by American and Philippine law.

If the provisions of the Independence Act were allowed to
become effective as they now are, the Philippine products which
would be seriounsly and disastrously affected are:

Sugar

Coconut Oil

Tobaecco and Tobacco Products
Embroideries

Pearl Buttons

Other products which would be affected very unfavorably
are cordage, straw hats, desiceated coconut, canned pineapple
and cnteh.

No elaborate discussion is necessary fo emphasize the reper-
cussions, both economie and political, which would follow npon
the stoppage or abrupt curtailment of the exports of these major
products. ' '

The first fact then is the desiruction of the Philippine*
economy which the enforcement of the provisions of the Inde-
pendence Act would bring about. The second fact is the effect on
the standard of living, or more accurately, the sources of exist-
ence of thousands of the Filipino people.

The realization of the effect on the Philippine people is
becoming, with the shortening of time before political Independ-
ence, only too vivid. The Philippine Islands are not as yet
highly developed industrially. Their needs of industrial prod-
uots, and indeed of capital goods for establishing their own
industries, have heretofore been supplied throngh the proceeds
of their export trade. Throughout the larger part of the Islands
every-day necessities and conveniences are supplied from the
proceeds of their exports of agricultural products.
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From figures furnished by the Department of Commeree for
the six years from 1929 through 1936, the following table, show-
ing the percentage of the principal Philippine products which
enter the export trade and the percenfage of those products
exported fo tke United States, has been prepared:

Exported to All Countriss Exporited to United States

PR fomags Y peege o
Product 1979-1836 Quantity Production Quantity Production
Sogar (Short tons) 1,089,943 847,728 08 943,117 95
Absea (Metric tons) 174,089 159,813 92 43399 25
Cordage (Metric tons) No figures 4,319 = 2,861 bt
availabis
Tobaeeo {Metris tona) 40,142 19,038 49 78 -
Cigars (Thousands) 274,924* 1943818 7O 179,808 a2
Cigsarottes {Production in
Milliong} (Exports in
Thousands) 3,815 43,851 1 1,725 —_
Total tobacco & Produsts No figures 13,017 6,405 e
{1,000 pesos} availabie
Covonuts {Produetion in
Millions of Nuts) (Ex- )
ports in 1,000 pasos) 3ost 58,085 2 e 48,639 il
Copra (Metrie toas) 483,566 219,350 45 153,349 32
Caconat oil {Meirie tons) 184,248 15585¢ B4 150,043 81

* 1036 figures not availablg, Bence not used in computing sverage.

*# Production figures not available, thus making these items impossible tc compute.
In cordage and teial tobacco, however, export Sgures show that 459 and 459,
reapseetively, of all exports went to the United Siates.

*#% Difforent units make computation of thess items impossible. 829 of sl exports
of coconute went to the Unifed Biates.

‘What would be the effect of depriving the Philippines of the
United States market for the products listed above? Figures are
not available for all, but those which are available indicate the
devastating effect” which would follow.

As to sugar alone, the Tariff Commission Report states:

¢¢15 percent of the Philippine population are directly depend-

ent on the industry and b important provinces rely almost
entirely on if for their revenue.”’ Page 62.

As to the coconut industry, the Tariff Commission Report
states:
Yt is estimated that more than 35 percent of the total popula-
tion of_ the Islands are directly dependent upon the growing
of coconuts for their livelihood.”’ Page 118.
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Of course, if the Philippines were deprived of the American
market for sugar and coconut products, the entire industry, for
each of these products, would be vitally affected. If upon these
two indusfries alone 40% of the population of the Islands are
directly dependent, the effect of deprivation of American markets
upon the laboring class and the standard of living generally
throughout the Islands would be disastrous.

As to the dependence of the Islands upon the American
market for sugar John E. Dalton, Former {1934 and 1935) Chief
of the Sugar Section of the A.A A, and professor of business and
government at Harvard Graduate School of Business Adminis-
tration has stated in “*Sugar a Case Study of Government .
Control’’, (Macmillan, New York, 1937) at pages 204-5.

¢¢In the Philippine Islands the favorable American mar-
ket for her sugar bas raised the standard of living substan-
tially .over that of peoples in neighboring countries like
Java. . . .. The sudden withdrawal or drastic curtailment
of the protection which bas been given to these areas for over
35 years would upset their one-crop economies and would
culminate in disorder and social chaos. Few informed per-
sons with no ax fo'grind suggest today that these islands be
completely exposed {o the winds of international com-
petition. _

“It may or may not have been a manifestation of
destiny to take these areas under the American flag. It may
or may not have been poor and ineffective national planning
to stimnlate their industries by a protective system which
brought about a one-crop economy so vulnerable to economic
change, Our tariff policy may have unduly enriched certain
capitalistic producers. These are matters of debate and
conjecture, but there is one undeniable fact: our sugar
policy, with ite power to change the economic and social life
of these islands, cannot be drastically shifted without cre-
ating chaos and distress.” )

Obviously the Philippine Islands cannot abruptly find
other markets to consume the enormous quantity of Philippine
products thus far imported by the United States. The effect of
abrupt deprivation of the United States market for-these prod-
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ucts may perhaps best be appreciated by attempting to visualize
the effect upon farm Iabor and farm owners in this country if
suddenly deprived of roughly 81% (according to value) of
their domeastic market (for the United States has hitherto been
the equivalent economically of a domestic market for Philippine
produets) for their important agriculfural products, wheat,
cotion, corn and others. Obviously, it would mean ruin and
destruction of agriculture in this country and the necessity
for finding other employment, other means of livelihood, for a
very substantial portion of our population.

Ag an illustration to attempt to bring home the effect which
termination of free trade status would have, we may consider as
a sppposttitious cage the effect of political and economic Inde-
pendence for the largest State of the Union, Texas. Texas
obviously could not for many years even approach the economie
Independence which the United States as a whole now has. Iis
economic dismemberment, subjecting Texas oil, meat products
and eotton to dufy npon entry into the rest of the United States,
wonld have some effect upon the economy of the balance of the
United States. This effect, however, would not be nearly so
great as the effect on production, values, labor and the standard
of living in Texas through depriving that State of the duty-free
market which it now enjoys in the rest of the United States.

This simple illustration makes readily apparent that politi-
cal dismemberment, if accompanied by economic dismemberment,
from an organized political and economic society will inevitably
disrupt existing channels of trade. It cannot but result in the
splitting ap info a greater number of economic hegemonies and
the creation of additional artificial barriers of trade. No one
oan doubt that the fundamental economic strength of the United
States lies in the extent of territory and variety of products
freely interchangeable withont the hindrance of trade barriers.
This strength enures fo the benefit of all participants in that
economic society and the dismemberment of any portion of it
naturally weakens the two parts into which it ia divided.

Since 1909 the Philippine Islands have been virtually in the
same economio and trade status as any state or territory of the
United States. Their produets, however, have been largely
complementary to, rather than competitive with, products of
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the Umited States, and this fact means that relaiively greater,
rather than less, trade dislocation would result from economic
dismemberment of the Philippine Islands than from the dis-
memberment of a State of the United States.

Without debating whether the existing free trade status
has been more beneficial to the Philippine people or to the United
States, we must recognize that the advantages of free trade
have been mutnal and that termination of free trade will harm
both countries. Because of the difference inmagnitude of
the markets of the two countries, the effect will undoubtedly
be more pronounced, as haa just been indicated, upon Philippine
production, labor and the stagndard of living. However, the effect
upon United States production and trade will also be appreciable,
and will be dealt with under Point ITT below.

C. Economic Independence will leave the Philippine Islands
vulnerable te Trade Agreements, dislocating Trade and increas-
ing Trade Barriers.

The Philippine Islands, if abruptly deprived of the United
States market and left with agricultural produets greatly exceed-
ing what may normally be disposed of on world markets, will
be left prey to the very type of eompensatory and restrictive
trade agreements which the United States has so consistently
opposed. It is well known that whenever economically weak
nations have an excess of production, other nations which have
resorted to resfrictive agreements have by threatening to place
an embargo on the products of the economically weak country
forced it to adopt a barter basis to dispose of its produects.
‘Where threats are not actunslly resorted to, certain countries,
notably Germany, have outlined a program of increased con-
sumption as an indocement to enter into such agreements. The
general effect has been that Germany has secured, against eredits
exchangeable only for German goods, raw materials of infer
national consumption, the excess of which beyond German
requirements are disposed of for cash in normal consuming
markets.

For instance, if the Philippine Islands were cast ont to ghift
for themselves economically, Germany could obtain coconut



368 BRIEFS SUBMITTED TO THE COMMITTEE

oil through issuing eredit exchangeable only for German goods.
It conld then dispose of the coconut oil in the United States and
receive from American consumers payment in international
currency for the German exporis to the Philippines. The
American tarifl on eoconut oil received through German sources
would not act as & deterrent fo its entry into the United States
to the same degree as i