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Preface

Of all the primary commodities, sugar was the
most intensely affected by the disturbances of the
World War and of the period which followed it.

Sugar has also been subject, to a greater and more
varied extent than any other commodity, to the
experimentation of the new economic theories put
forth as remedies for those disturbances.

It is likewise an unquestionable fact that in the
initiation and practical application of those theories,
the sugar producers and the Government of Cuba,
during the Presidency of General GERARDO MacHADO
from the year 1925, have played a predominant rdle.

The first attempts to apply restrictions to the
production of an agricultural-industrial article like
sugar were made by Cuba, which also initiated the
early attempts to bring about an international agree-
ment to effectively stabilize world sugar production,
with the idea of substituting this system for the
normal operation of economic laws.

Ten years of intense experimenting have passed,
and during their course a considerable fund of valuable
experiences has been accumulated. As history, in
these econmomic questions advances with greater
rapidity than it does in political matters, we believe
that the time is now ripe to collect and classify those
experiences, in order that those who take an interest
in the study of economic science, may begin to analyse
them with a calm critical spirit and to set forth the
conclusions which may be useful to guide human
action in similar cases which may arise in the future.
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PREFACE

This simple purpose of assembling and classifying
the materials so that others better able to do so and
better prepared may study them and draw conclusions,
is the reason for this book.

Necessity produces ideas ; experience purifies them ;
good judgment selects that which is useful ; and in
this way Humanity progresses.

It is now for economists to decide if the theories
put forth to solve the problem of the over-production
of primary commodities which has occurred during
the post-war period constitute a positive step forward
in the strides of human knowlédge, or if they have
only the value of a negative truth that is, that they
have been useless efforts.

V.G.
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PART FIRST.

General Considerations.

CHAPTER I

The Economic Disturbances of the World War and
their Repercussion on the Production of Basic
Commodities.

The World War brought about a great dis”
equilibrium between the production of many basic
commodities and their consumption. Before the War,
the production of these articles remained more or less
in line with consumption, and although the former was
constantly on the increase it was no less a fact that
the latter also steadily augmented; there was a
progressive and almost uniform increase in both which
had the appearance of a normal economic phenomenon.

The War was waged in part in zones where certain
articles were produced; these zones were either devas-
tated or isolated,and consequently those articles either
ceased to be produced there or could not reach the
world markets. At the same time other regions, on
account of their geographical remoteness’ from the
points of greatest consumption and the’ decrease of
the maritime shipping tonnage available, found it
impossible to contribute their shares.

The immediate consequence of this situation was
to cause stimulus and assistance of all kinds to be
given in order that production of certain basic com-
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THE WORL]:) SUGAR PROBLEM

modities might rapidly be increased in those regions
where nature made it possible to obtain quick results,
and which were outside the radius or the disturbing
influences of the War. This brought about very
extraordinary increases in the output of- both new
areas of production and old ones, and these, to a
congiderable extent, became consolidated as created
wealth of a permanent character.

With, the return of peace, the wealth mobilized
during the War, in the form of new accumulations
of large capital, sought an outlet in all spheres of
human activity, which caused a great flow of easy
oapital for enterprises of many kinds. Peace also
brought with it the possibility of again exploiting those
areas affected by the War, and as it was natural for
men to do, those areas were again utilized for the
same kinds of cultivation and production to which
they had formerly been applied. At the same time
the complete freedom of merchant shipping was re-
established by the removal of the barriers created by
war and by the application to the uses of commerce
of the mercantile tonnage available in the world.

Those circumstances, namely, the abundance .of
capital, the effort to reconstruct former agricultural
and industrial-agricultural production and the facilities
of shipping, caused those areas to recover very rapidly
their former levels of production. Moreover, these
levels were soon exceeded as a result of the first
manifestations of economic nationalism in the form
of high customs duties and other kinds of stimulus
to production.

Thus it resulted that, in the years 1922 to 1925,
the nations were faced with the first symptoms, in

6



ECONOMIC DISTURBANCES OF THE WORLD WAR

some cases, and with the fully developed situation in
others, of an excess of production over consumption
of many basic commodities. That is to say, that
although world consumption of all these commodities
had considerably increased compared with that which
existed before the War, and continued to increase
each year, the world demand proved insufficient to
absorb the combined production of the enormous
increases stimulated by the War in certain zones, and
the total recuperation, even augmented in some cases,
of the zones affected by the War or by the difficulties
of transportation.

This phenomenon, serious as it was, became after-
wards intensified by the world economic crisis, which
brought about the cessation of the normal increase
of consumption in many cases, and in others an actual
abnormal decline,

Some persons—economists, statesmen and producers
—had an early intuition of the phenomenon or per-
ceived its initial manifestations. They were the first
to attempt, in the dark, arduous efforts to find a
solution. It was then commonly thought that the old
economic laws were inadequate to re-establish normal
conditions jn the field of production of the basie
commodities with the rapidity that the circumstances
seemed to demand. So there arose the modern ideas
of applying to the field of production of the basic
commodities the policy of artificial restriction of
production, and of stabilization by means of inter-
national agreements.



CHAPTER II,

Critical Study of the Measures suggested for
remedying Over-production.

I1.—ISOLATED OR UNILATERAL RESTRICTIONS AND
THEIR FAILURE.

It is evident that the first idea of the restrictionist
policy had its origin in the strictly industrial field,
and was transplanted from there, in its integrity, to
the agricultural and industrial-agricultural fields, in
which the production of primary commodities takes
place. Perhaps in that complete transference, without
previous and careful analysis, without alterations and
variations, lies its inefficacy and failure.

That which had proved to be an economic truth
in the sfrictly industrial field—since it is not possible
for the factory to continue to produce the same one
hundred units when it could only find consumption
for seventy, for instance, and consequently the necessity
of restricting its production—does not prove so when
applied to the production of basie commodities essen-
tially agricultural or industrial-agricultural. At the
present time, after the past years of intense experi-
mentation, it can be stated that the policy of isolated
restriction, applied to the production of such com-
modities, is a complete failure.

The causes of this lack of success are very complex,
but in a tentative form they might be divided, in
accordance with their nature, into two large groups :
one set of causes comprising those which originate in
the very nature of restriction applied to that class of
production, and the other, comprising those which
might be called circumstantial, since, although of an

8



MEASURES FOR REMEDYING OVER-PRODUCTION

external nature, they have by coincidence affected
the results of that policy of restriction.

Let us examine them separately :—

1. The economic pc;licy of restricting production
is, as we have said, of typically industrial origin. A
factory, which places in the market a certain kind of
manufactured article, cannot lose sight of the course
of consumption, and consequently of the demand for
its products ; since in addition to the fact that an
industrial article stored for a long time loses in value,
on account of the constant changes and improvements
in its manufacture and for many other technical and
commercial reasons, ‘every industry works with a
reasonable capital or banking credit, but in no way
unlimited, for which reason production without sale,
that is, without consumption, implies the deash of the
industry from congestion. On the other hand, basic
or primary commodities have a different origin; they
are agricultural or industrial-agricultural, and on
account of this origin they are subject to very different
economic principles.

These commodities are the exclusive patrimony
neither of a manufacturer nor even of a country ; they
are produced, as a general rule, in many and different
parts of the world ; in some they are obtained at a
lower cost than in others, but in all cases, whether
on account of geographical reasons in relation to the
markets, or when certain price levels are obtained, it
is undoubtedly the fact that they can be produced.

In view of this multiplicity of sources of supply
and the modern facilities of distribution, it is very
difficult, if not impossible, to state, without falling
into error, where the true cause of the excess of

9



THE WORLD SUGAR PROBLEM

production, which s found to exist at a given moment,
originates. And for the same reason, it would be
unjust and also ineffective to apply the principle of
restriction to the production of a single producmg
-area Or country.

The manufacturer who makes articles of a given
brand knows exactly when their consumption increases
or diminishes and when the markets are saturated;
therefore he can apply with precision the logical cor-
rective to his production, either restricting it or
suspending it for the necessary period of time. But the
same reasoning cannot be applied to the production
of a particular basic commodity.

The producing country or area which tries to
correct the excess of world production which has been
ascertained to exist, by restricting its own production,
will inevitably risk being displaced in the world
markets in & definite way by the production of the
other areas or countries which do not restrict.

What the world markets consume is a generic basic
product at the lowest price obtainable, but not that
harvested or prepared in a given region, because the
basic commodities are not usually bought in the
markets by reason of their origin, but by categories,
which are technically equal for the purposes of the
industry or of direct consumption, and by reason of
their prices.

This is why, when a country or region restriots
its production by itself, that is, alone, to bring about
an equilibrium between world supplies and consump-
tion, it may be that if the reduction is sufficiently
great to influence the total supplies, it will probably
for the moment produce the equilibrium, but surely

10



MEASURES FOR BEMEDYING OVER-PRODUCTION

the country doing so will have achleved it at its sole
expense, since the other countries or regions will
continue to produce at least the same quantities as’
before the sacrifice was made, and the country which
restricted will not be able to occupy again its former
position among those supplying the world: markets.
There must also be taken into account the psychological
effect which the announcement of every isolated
restriction produces on the other competing eountries’
or regions, since every diminution in the production
of a large source of supply, whether from climatic
reasons or artificial causes,-carries with it the per-
spective of better prices, and this is always an absolute
stimulus for intensifying production. For this reason
an artificial isolated restriction on the part of an
important producing country or region of any basio
commodity, has in practice the same effect as a severe
drought or catastrophe, but with the added disadvan-
tage that the phenomenon is announced with sufficient
anticipation and certainty to permit the competitors
to base on it estimates of increases in their plantings
or harvesting.

It is evident that the policy of artificially restricting
production, applied pure and simple in the field of
the basic commodities, is, on account of the natural
intricacies of the latter, fatal for the country or region,
which persists in carrying it out.

Theoretically, at least, the only article that could
assimilate successfully the isolated artificial restriction
of its production would be one' which could only be
produced in a very limited country or region of the
world, but even in this ideal case, which to be sure is‘
not the case of any of the most important agricultural
or industrial-agricultural products, the practice of

11



THE WORLD SUGAR PROBLEM

jsolated restriction of production would encounter
important enemies : in the exceptional confraction of
consumption, in the prior utilization of the reserves,
and, above all, in the appearance, in a longer or
shotter period, of substitute or equivalent products.

It should also be recognized at this point, that a
sharp and adequate restriction, carried out by a country
or region having a large percentage of the total world
supplies, might bring about an immediate stabilization
with the reaction on prices, but this result would
always be ephemeral and in the long run of disastrous
consequences for the country or region which carried
it out, by stimulating the production, in other regions
or countries and eliminating the former, in a measure
proportional to its effective restriction, from supplying
the world markets,

2. On the other hand, the production of basic
commodities, especially after the War, has been, and
is at present, directly influenced by the internal and
external policy of the various nations. Under this
general term we may include the causes which circum-
stantially have made the failure of the restrictionist
plans even more complete.

In the first place, invoking reasons of & military
character more or less real, it has been held that each
country should have within its own borders, or within
its immediate and certain sphere of action, either all
or the largest possible quantity of its necessary supphes
of basic commodities.

In the second place, it has been argued, setting
forth reasons of an agricultural character, that cerain
crops, on account of the benefits which accrue to the
general agriculture of the country, should be protected.

12
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In the third place, it has been contended, on the
basis of social considerations, that certain agricultural
industries of primary commodities, such as sugar, on
account of the large number of people they employ,
constitute a means towards solving the problem of
unemployment, and for this reason should be assisted.

These arguments have been used for insisting upon
the production of such commodities by means of
State assistance or protection.

Simultaneously with this propaganda, the national-
istic economic policy, according to which each country
should supply itself, not only with the basic com-
modities but also with all the goods it consumes, has
taken on an extremely intense character and has even
put into practice the most radical measures for achieving
its objectives, without considering the costs which the
national consumer must bear,

The combination of this recrudescence of economic
nationalism and of propaganda of a pseudo-
military, agricultural and social character, is responsible
for leading the world into the orgy of protectionism
which we have been witnessing during the past
few years. \

That circumstantial combination, at the time when
the principle of industrial curtailment of production
began to be applied to the field of agricultural and
industrial-agricultural production, gave the coup-de-
grace to the experiments of artificial restrictions of
the basic commodities.

It is obvious that once the production of those
articles had been commenced or intensified in countries
which were ordinarily importers, by means of tariff
walls out of all proportion or by high subsidies or

13



THE WORLD SUGAR PROBLEM

systems of import quotas or permits, all artificial
restriction of production in the exporting countries, or
regions, would prove useless and could never be
successful.

To summarize : The theory of artificially restricting
the production of the basic or primary commodities
in a single country or region of the world, as a means
of stabilizing world production and consumption,
essentially lacks an economic basis; it will never
attain in a stable way its objective, and on the contrary
tends to produce serious and certain injury to the
wealth existing in the country or region where it is
isolatedly applied. It is, thus, one more of the many
errors which have made their appearance in the course
of history in the broad field of economic science. ..

JI.—INTERNATIONAL AGREEMENTS TO STABILIZE
PRrRODUCTION AND THEIR PRACTICAL
DIFFICULTIES.

Do the views set forth above imply that the generic
principle of restriction is entirely and absolutely in-
applicable to the production of primary commodities
It seems that the proper reply should be that they
do not. :

The fact that isolated or unilateral restrictions of
basic commodities are anti-economic does not mean
that this is also the case when they are carried out
subject to certain special conditions.

In the field of theory, it must be recognized that
an international agreement to which all the producing
countries and those capable of producing adhered, the
latter undertaking not to become producers and the
former to restrict their production simultaneously in
equitable proportions, would achieve the object of

14



MEASURES FOR REMEDYING OVER-PRODUCTION

stabilizing production in relation to consumption and
would consequently improve the prices of the basic
commodity in question. But this theoretical state-
ment, as is evident, implies the modification of the
- theory of a pure or unilateral restriction, through the
addition of two fundamental principles, namely, of
universality and equality. ’

These doctrinal ideas were surely the origin of the
other theory, still accepted to-day, of international
agreements or conventions between countries, or the
producers of different countries, to bring about the
stabilization of commodities of universal consumption.
This theory tries to prevent ‘the evils which the normal
operation of economic laws produces in the necessary
process to overcome the double crisis of an excess of
production, and a decrease or stagnation of con-
sumption which the world has faced in the last
few years.

It is argued that production has increased suddenly
and in a disproportionate measure, moving upward
from the curve of its normal increase which ran
parallel with that of consumption. The economic laws
which might be called ordinary, prove impotent to
overcome readily this extraordinary phenomenon of an
abnormal rise in production. They would require too
much time and they would produce, in the inevitable
economic struggle which their operation involves, much
destruction of wealth and the certain disappearance
of all the weak producers. Successfully to control
over-production, saving in the process all of the
producers, it is essential to have recourse likewise to
extraordinary measures. And the best of these measures
is to bring about an agreement between all countries
to stop the increase of production, and to lower stocks

15



THE WORLD SUGAR PROBLEM

artificially and rapidly in order to bring them immedi-
ately to a level with consumption.

It must be admitted that this theory has at least
a logical basis, from the commercial and industrial
points of view, and even receives some support from
economic science itself. A violent and rapid equaliza-
tion of production and consumption would put a stop
to the fall in prices and have a tendency to improve
them, and would save the long years of ruin and
misery which the normal operation of the classical
economic laws naturally would produce until the
desired stabilization was reached. But it is no less
unquestionable that this theory requires certain basic
conditions without which it cannot work satisfactorily.
For this reason, we have spoken above of universality
and equality,

In fact, in order that an international agreement
on restriction should be theoretically perfect, it would
be necessary that it should be adhered to by absolutely
all the countries who are at the time producers or
able to produce the basic commodity in question. It is
not sufficient that the agreement be made between the
exporting countries alone, as many have thought. If
this is done, the other countries who produce but do
not export, could increase their production to the
point of becoming exporters, thus taking advantage
of the higher level of prices created by the inter-
national agreement, or they might simply increase
their production so as to cease being importers, and
the countries who were not producers but were able
to produce might start producing, all of which, in one
case or another, would contribute to decrease the
capacity of the free markets in which the commodity

16



MEASURES FOR REMEDYING OVER-PRODUCTION

is sold by the exporting countries, thus defeating the
stabilizing purposes of the agreement.

Moreover, the agreement must be built on a basis
of strict justice, without which it would never be
possible for it to endure, and this basis can only be
found in the equality of sacrifices of all the signatories.

Any international agreement which departs from
the above essentials, seems, at least in theory, con-
demned to failure, and on the other hand, if it complies
with them, offers reasonable prospects of success.
But then the question that has to be examined is :
Can such conditions at any time be fulfilled in practice 2

An examination of the various attempts to conclude
international agreements, and of those which have
actually been concluded during recent years on
commodities of universal use, leads to the discouraging
conclusion that it is very difficult, if not impossible,
to attain that degree of perfection: which that theory
requires, especially when dealing with articles which
are produced or can be produced simultaneously in
many parts of the world. There will always be reasons
or pretexts for refusing to enter an international
agreement, and there have always been and always
will be countries or producers who will refuse to
participate therein.

In the field of the national activities of any State,
it is always easy to find effective means of a coercive
nature to compel the reluctant producers to follow the
course which benefits the majority; but in the field
of the international community, effective compulsory
methods have not yet been found to force unwilling
countries to enter an international agreement. And
if such is the world reality at this historic moment,

17



THE WORLD SUGAR PROBLEM

there is no alternative but to admit that this modern
economic theory of international agreements as a
means of obtaining the stabilization of basic com-
modities, on account of its insuperable practical
difficulties, proves to be, up to now, a real Utopia,
as are so many other illusions or fantastic economic
theories for bringing about the well-being of humanity.

Before concluding the study of the theory of inter-
national agreements, we should refer to certain forms,
which, in spite of the great difficulties they offer, might
perhaps prove practicable, even in case that all the
producing countries, or those able to become such,
-should not adhere. Of course, there must be definitely
discarded the possibility of attaining the objects of
stabilization by means of international agreements, in
which only the exporting countries are the participants.
Exyperience has shown that this kind of agreement is
entirely ineffective.

On the other hand, the possibilities of an agreement,
in which all the importing countries participated,
deserve careful examination. The phenomenon of dis-
equilibrium between supplies and demand takes place
and its effects are felt in the world’s free markets,
which are composed of the individual markets of all
the importing countries. The markets which are closed
by excessive tariffs, or by a system of quotas or import
yermits, are evidently excluded from this class. It
therefore seems logical that an international agreement
for stabilization entered into by all the countries which
at the time make up 'the free markets for a given
basioc commodity, might influence some aspects of the
* world situation of the commodity in question, whether
or not all the producing countries adhered, to it.

18



MEASURES FOR REMEDYING OVER-PRODUCTION

It is evident that the association of the consuming
countries could do little to lower the prices, especially
when the rise was due to a reduction of world pro-
duction ; but on the other hand it cannot be denied
that it would certainly influence the supplies, whether
the association was intended to help the similar
national production or to secure regularity in
supplies and in prices, all of which would result, if
not in an excessive increase of the latter, at least in
raising prices to a level which would cover the costs
of production. In this sense it may be said that an
international agreement, in which those countries which,
constitute the free markets fixed the conditions on
which the suppliers of said markets should deliver their
products, would certainly have the effect of compelling
them, since if they did not submit to the conditions
or rules established by the consuming countries, they
would find themselves without markets. A convention
in which clauses were included which expressly and
definitely established sanctions to produce this result
would undoubtedly be effective.

We should, however, point out that this class
of stipulations, which would not be new in inter-
national conventions, requires the combination of very
special circumstances in the importing countries which
agreed to them, since it will always be more logical
and natural that the increase of prices, by direct or
indirect means, should be brought about by the
association or confabulation of the producing countries,
than by agreements among the consuming countries
themselves. But as a real possibility in the field of
the theory of international conventions, ‘this case is ,
mentioned here. : '

19

N



CHAPTER III.

The Effects of Economic Nationalism on
Primary Commodities.

The disturbing effects of the World War on the
equilibrium which generally existed between the
production and consumption of the primary com-
modities have been increased and prolonged by the
intensification of economic nationalism, due to its
violent protectionist practices.

One of the first consequences of this world policy,
to the predominance of which it is evident that the
world owes the greater part of its present calamities,
was to reduce the world free markets to an alarming
extent. Each country or region which, as a result of
excessive protection, has built up a new production,
is a market which has been closed to the natural
currents of world trade.

These protected productions always remain outside
the sphere of action of economic laws, since the methods
used by the prevailing nationalism, whether in the
form of very high tariffs or systems of permits or
licences, constitute real barriers which isolate and
separate them from the rest of the world. A country
which practises economic nationalism of this sort is
a country which tends to disappear as a factor in
world trade, since although it begins with a limited
programme, there is really nothing to prevent it
from reaching the point of saturation. Against this
system, no economic defence or safeguards are possible.
It is the predominance of force, which disturbs and
destroys everything. The fact is that real monopolies
are created in favour of a few privileged interests and

20



THE EFFECTS OF ECONOMIC NATIONALISM

against the great mass of consumers of those countries
in which the system is practised. The antidote may
be in the reactions of the people, since it is evident
that such systems, whilst they encourage production,
at the same time create exaggerated prices, in some
cases many times higher than those which prevail in
the free markets of the world, which must be borne
entirely by the overburdened national consumer.

But it is evident that economic nationalism con-
tinues to prevail for the present in nearly all countries.

Another grave consequence of this economic policy
is that it provides the protected producers with a
terrible weapon against the non-protected producers
in the struggle which takes place in the free markets.
Here the latter, enjoying no artificial assistance, are
obliged to compete, in quality and price, which must
also be closely related to the costs of production, with
the protected goods, which are sold in the free markets
with the assistance of the excessive price which an
important portion of the production enjoys in the
protected market. Under these circumstances there
is no doubt that the commercial struggle is carried
on under very unequal conditions, with positive and
at times enormous advantages in favour of the
protected article.

This situation, which is extremely abnormal, might
result in even greater disturbances in the production
and trade of the basic commodities, by putting an
end to natural economic production and keeping up
costly artificial production having no reasonable
economic basis to assure its continuity. But against
the invasion of the free markets by this protected
production, there is, aside from the possible revolt of

21



THE WORLD SUGAR PROBLEM

the people who suffer the consequences of, and pay
for this extravagant sort of economic nationalism, a
restraint and a limit in the instinctive desires of profit
of the privileged producers, since it is evident that the
larger the quantity of goods sold in the free markets
at prices lower than the costs of production, and
sometimes much below, the greater will be the fall in
the average price which each producer will obtain for
his combined sales in the protected and in the free
markets. This view is confirmed in practice, by
noting the volume of exports of protected producers
of many basic commodities in the last few years.

There seem, therefore, to be sufficient reasons to
expect the effects of the nationalistic policy to become
limited to the national or protected consumption,
which will be, while this policy prevails, entirely
supplied by the privileged producers. But this of
itself is sufficient to keep up the disequilibrium which
the War brought about between the production and
_ consumption of the primary commodities. As a matter
of fact, it is the case of a positive evil, against which
there is no other remedy but that which may come
from a radical change in the economic policy of States.

22



CHAPTER 1V.

A Return to the Classical Economic Laws as
the only Advisable Solution.

Having discarded the theories of isolated restrictions
and of international stabilizing agreements as possible
remedies for the situation of abnormal disequilibrium
between supplies and consumption created by the
War and intensified by protectionism, the world faces
this disequilibrium having as its only weapons to
overcome it the old postulates of economic science
which, while they could not be denied, have neverthe-
less been cast aside on a secondary plane.

After all the fruitless efforts of the last decade to
find new systems, it seems that the old principles are
again occupying the preferential position from which
they should never have been displaced. In fact, if
the economic history of the world in the last few years
is carefully observed, it can be found—in some cases
in a clear and complete manner, and in others less
distinetly but no less significantly—that in the inevit-
able collapse of the producers—except where they
have not been directly attacked by protectionist
measures applied in their natural consuming markets
~—the survivors are those who are able to reach the
free markets, for one reason or another, in the best
conditions to resist the lowest prices.

It is true that artificial measures, such as compulsory
restrictions, have done something to reduce, in certain
cages and in some countries, the collapse of the pro-
ducers, but the incredible resistance of other producers,
who have been able to withstand the enormous fall
in prices in the free markets, retaining therein the
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positions which they had formerly held, has contributed
more, in fact much more, than such artificial measures
to limit this collapse.

It cannot be denied that the free markets have
been shrinking, but this fact, the gravity of which must
be recognized, does not fundamentally change the
phenomenon which, economists studied and solved by
the laws of supply and demand and the survival of
the fittest. In those markets, whatever may be their
present capacity, economic laws continue to operate.

Countries or regions protected by impassable tariffs,
by the system of quotas or import licences and the
other innovations of economic nationalism, remain, of
course, outside the influence of those laws, and they
must be disregarded in future as world factors of
consumption, that is, as importing markets. According
to this view, in the free markets, which are those of
interest from the standpoint of world economy, only
those productions can continue to strive which are able
to withstand the terrible competition which every
over-production invariably brings about, that is to
say, the productions coming from those producers who
are in conditions to sell at the lowest prices, who will
be those who receive the largest subsidies, and those
best prepared by nature and by the combined action
of science.

Those producers who cannot withstand the lowest
level of prices should definitely or temporarily dis-
appear. This is the eternal biological law of the
survival of the strongest, acting in the economic field
with its indomitable consequences. And it is also the
only solution which experience and political economy
combined recommend for the crisis of over-production.
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PART SECOND.
The Case of Sugar.

CHAPTER L
Cuban Sugar Policy.

Sugar is one of the primary commodities which
perhaps suffered most severely during the past
decade from the phenomenon of over-production. Cuba,
the largest sugar-producing country in the world, in
which that agricultural industry represents 80 per cent.
of her economio life, naturally experienced the most
violent effects from the emormous’ economic distur-
bance to which this commodity was subjected. For
this reason, it is not strange that the Cubans were
the first to attempt to find a solution for the
disastrous situation which was foreseen.

To speak of the sugar policy of Cuba is to speak
of the efforts which the world has made to stabilize
the production of an important primary commodity
during the past ten years, since it is undoubtedly true
that Cuba has been during this period the initiator
and leader of the world’s sugar policy. An examination
of the action followed by Cuba in the last decade
permits us to divide the process into two perfectly
definite periods: one extending to the crop of
1929-30 which was the last free crop, and the other
beginning with the crop of 1930-31 and continuing to
the present day. .
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The first period is characterized by unilateral or
isolated restrictions, and by fruitless efforts to obtain
an international agreement between producers and a
special agreement with the other areas supplying the
American market.

As early as 1925 an eminent Cuban in the field
of business began to.work on this problem and recom-
mended, as a solution of the crisis which he foresaw,
the restriction of the sugar production of Cuba. Af
that time Cuba had passed the level of 5,000,000 tons
and had shown that it had the cane planted and the
factories to grind, without great effort, 6,000,000 tons.
This pioneer was followed by other producers and
soon the Government accepted the idea and put into
practice the first restriction of the Cuban crop, which
was made in the 1925.26 season.

It is only fair to recognize that the initiator of this
idea had the clear intuition to understand that the
unilateral restrictions of Cuba were not sufficient to
overcome the world’s sugar crisis, and immediately
after recommending them, he undertook the more
difficult task of bringing about an international agree-
ment between the most important sugar producing
countries, in order that all of them in a concerted
effort might contribute to the stabilization of this
basic commodity, by restricting their production “to a
quantity proportional to world consumption.” Perhaps,
as often occurs in the case of inventors or initiators,
this eminent Cuban, who undertook this labour, did
not realize the extraordinary significance of his first
-efforts, but there can be no doubt that he wrote a
notable page in the history of world economy.
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His efforts did not produce an immediate practical
result since, although due to his personal action a
preliminary convention between several of the most
important exporting countries was approved in Paris
in November, 1927, the fact that other important
countries, and especially Java, did not adhere to it,
made that agreement ineffective.

Cuba meanwhile had continued the policy of
isolated restrictions and again restricted its crop of
1927-28.

A careful study of the world statistics of sugar
production and the individual statistics of Cuba during
this period shows perfectly clearly that the unilateral
restrictions of the Cuban crops did not produce any
appreciable result in improving the world sugar crisis,
which was already in full development. The efforts
of Cuba were not imitated by any other producing
country, and, on the contrary, each one followed its
own policy, producing a8 much as before, or even more.

It was then clearly evident that the sacrifices
which Cuba was making by restricting her crops were
tending to become permanent in character and that
in the long run she would be eliminated from the free
markets to the same extent as she restricted, while
the other countries which did not restrict, would
preserve and. increase their shares in those markets.
The clear understanding of these facts led the Govern-
ment and the producers of Cuba definitely to abandon
the policy of unilateral or isolated restrictions in the
crop of 1929.

This change of policy was communicated to the
League of Nations by the diplomatic representative
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of Cuba at Geneva, by means of the following official
letter :— :

“ Geneva, October 9th, 1928.

“ Mr. Secretary-General : In accordance with the
“ instructions of my Government, dated the 27th
“ September, I have the honour to inform you, that
“ my Government has decided, with respect to the
¢ production of sugar in its territory, to abandon in
“ future all restriction thereof and consequently to
““leave the producers of sugar in complete freedom
“ to manufacture the quantities which they consider
“advisable. I will be grateful if you will be so
“kind as to communicate this decision to the
*“ Economic Section of the Secretariat as well as to the
‘¢ Economic Ccmmittee.”

The new sugar policy which Cuba was to adopt
was ab the same time set forth in a Memorandum of
the 17th September, 1928, which the State Depart-
ment of Cuba addressed to the Secretary-General of
the League of Nations, of which the pertinent parts
are as follows :—

“ The Government of the Republic of Cuba, sincerely
“ desirous of finding a solution of the crisis of the
‘“ sugar industry, has carried out the restriction of .
“the sugar production of Cuba and through its
*“ Special Representative in Europe has reached
“ agreements tending to obtain this objective with
*“ the representatives of the industries of Czecho-
“ slovakia, Germany and Poland. These agreements,
“signed in Berlin in November, 1927, have not
* given the results hoped for, perhaps on account of
““the fact that some of their stipulations were not
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‘ attainable, and above all because it was impossible
“to arrive at a world agreement between the
‘ producers of sugar. The Government of the
‘“ Republic is nevertheless firmly decided to contri-
“bute to the efforts to procure a solution of the
‘“ sugar crisis, which at present constitutes a world
“ problem. Knowing the desire expressed by certain
“ members of the League of Nations to consider the
‘“ calling of an international Conference in order to
‘ examine the problem as a whole ; having abandoned
“the system of restriction of production, which
“ would imply once more losses and sacrifices for
* certain producing States for the exclusive benefit
“of those countries which did not adhere to the
“ international Agreement ; and convinced that the
‘ universal nature of the League of Nations would
* permit this international organization to deal more
“ eagily with this question and to obtain the desired
* results, snggests that in order to settle this problem,
** the League of Nations submit it to an international
*“ Conference. For this purpose the Government of
* the Republic of Cuba offers its decided collaboration
“to the League of Nations.”

Later on, from the 4th to the 6th of April, 1929,
under the auspices of the Economie Committee of the
League of Nations, a meeting was held at Geneva of
experts of the sugar industries of Germany, Belgium,

British India, Cuba, Czechoslovakia, Denmark, France,

Great Britain, Hungary, Italy, Java, Poland, Portugal

and Sweden. One of the results of this meeting was

a private exchange of views between the representatives

of a number of the above countries “for the purpose

of bringing about unanimous action on the part of
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all the exporting countries in an effort to harmonize
production with world consumption.” It was resolved
to consult their respective governments or industries
and in the event of favourable replies to call a meeting
urgently at Brussels.

Consequently, there was held in Brussels, from the
29th of June to the 4th of July, 1929, a *‘ Conference
of Sugar Exporting Countries,” attended by rep-
resentatives of Germany, Belgium, Cuba, Hungary,
Poland and Czechoslovakia. The Cuban sugar industry
in general as well as the ‘“Association of Sugar Manu-
facturers of the Province of Santa Clara,” which was
the most important regional organization of Cuba, were
represented at that Conference.

The joint Cuban Delegation, complying with
express instructions of the producers and also of the
Government, ratified the new policy proclaimed by
Cuba, that she would no longer restrict alone and
would only agree to make sacrifices which involved
no further increase of her production, provided some
sort of international agreement were reached to which
the other producing countries adhered, and in which
all of them, in an equitable participation, assumed the
obligations which the conditions of world consumption
should impose.

At this Conference an international stabilization
convention was agreed to, in which, in view of the
production effectively reached by the signatories, their
respective exports were limited to the maximum which
they had exported, while they also undertook to
reduce their production in case that in any year of
the agreement unexported or unconsumed surpluses
remained. Cuba was recognized to have had a
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production of 5,200,000 tons, and she undertook not
to export more than 5,000,000 tons.

These efforts also came to no result, on account
of the .impossibility of obtaining the adherence of
Java. But they were not entirely lost, since they
served to prepare the ground, and either because the
new ideas had gained acceptance, or because the crisis
was becoming more intense, due to the first conse-
quences of the nationalistic policy in the field of sugar,
or because of the change of attitude in the sugar
policy of Cuba and the amount of her free crop of
1929, which reached 5,156,278 tons, the fact is that
during the last months of the year 1930, the state of
mind among the ‘principal exporting countries was
favourable for reaching a convention to stabilize sugar
production throughout the world.

Meanwhile the particular situation of Cuba had
grown worse, on account of the intensification of the
protectionist measures in the United States, its
principal consuming market. This policy meant, as
far as sugar was concerned, a tariff of 2-50 cents per
Ib., which was equal to the high duty of 2 cents
per lb. for Cuban sugar. This last increase in the
United States tariff after the previous increases to
1-60 cents in 1921 and 17648 in 1922 for Cuban sugar,
was more than a simple policy of protection to the
U.S. Continental production. of beet and cane sugars;
it was the certain death, in a short space of time, of
the exports of Cuba to the United States, and, logically,
the economio breakdown of the Cuban nation, with a.ll
its painful social and political consequences.

The Government and the producers of Cuba were
aware of the grievous prospects and tried by all means
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to prevent the fatal consequences. They first tried,
on the advice of the same eminent Cuban who had
advocated the restrictions of production, the establish-
ment of a ‘““Co-operative Sugar Export Agency” or
Single Seller to dispose of the entire Cuban production
which was to be exported. But this plan had to
be abandoned, principally on account of financial
difficulties ; and an attempt was afterwards made to
reach an agreement with the producers who supplied
the American market, as a preliminary step towards
an international agreement between world producers.

With this object in view, on the initiative of the
Cuban producers, a meeting of the producers supplying
the United States market was held in New York on
the 26th August, 1930. That meeting was attended
by producers of beet and cane sugar of the continental
United States, and of cane sugar of Puerto Rico
and the Philippines, and by a representation of
the Cuban producers and, at the request of the latter,
& representation of the Cuban Government. The pro-
ducers of Hawaii failed to attend.

The result of that meeting always seemed obscure,
and although it was said for a certain length of time
that its objectives had been obtained, and that,
consequently, the producers who supplied the American
market undertook as a moral obligation not to increase
their production in order to permit Cuba to supply
the American market with a minimum of 2,800,000
tons annually, the fact was, as events afterwards
proved, that the aforesaid protected producers, either
because they disregarded their moral undertaking, or
because they did not consider themselves bound in
any way, continued without restraint to increase their
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respective production, anxious to enjoy the advantages
which the new enormous tariff of 2 cents per Ib.
offered them,

The second period of Cuban sugar policy comprises :
The negotiation of the International Agreement signed
at Brussels on the 9th of May, 1931 ; the efforts made
at the “World Monetary and Economic Conference,”
held in London in 1933, and at the subsequent
Preliminary Sugar Conference, which also met in
London, in March, 1934 ; and the inauguration of the
new commercial relations between Cuba and the
United States of America, in connexion with the
recent sugar policy carried out by the latter country.

After having taken that first step in the United
States, the Cuban producers again requested the
co-operation of their Government, in the form of
internal guarantees, towards the plan which they had
projected for bringing about an international agree-
ment, which in view of the preliminary work which
had already been done and. the aggravation of the
sugar crisis, then appeared as a real possibility. The
Cuban government once more gave its full and effective
assistance to the producers, first recommending to
Congress the legislative measures which they proposed
and carrying them out after they were approved
by Congress.

L]

Once this legislation had been passed and. the first
preparatory measures of the plan put into effect,
‘among the most prominent of which were the segrega-
tion of the surplus sugars then existing, by means of
-a financial operation guaranteed by the State, the
Cuban producers proceeded to Amsterdam and
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Brussels in November, 1930, where the negotiations
took place which culminated in the Sugar Agreement
signed at Brussels in May, 1931, by the representatives
of the sugar industries of Germany, Belgium, Cuba,
Czechoslovakia, Hungary, Java and Poland, and to
which, a short time afterwards, Peru and Yugoslavia
adhered.

‘The obligations assumed by Cuba under this
Agreement have been strictly complied with, even to
the extent of restricting, in an excess of zeal, her
crop of 1935, without being compelled to do so.

But as the Agreement, on account of its intrinsic
deficiencies and the non-adherence of the other pro-
ducing countries, was proving ineffective to obtain its
objectives, Cuba tried to use the opportunity offered
by the “Monetary and Economie Conference’” held in
London in 1933, to reach a new agreement between
all the producing countries, which would remedy the
deficiencies of the existing Agreement. No effective -
results were obtained from this attempt; it was
another effort lost.

Later on, as a Eonsequence of the action taken
at the ° Monetary and Economic Conference,” a
* Preliminary Sugar Conference’ was held in London .
in March, 1934, attended by the representatives of
the countries party to the Brussels Agreement (except
Germany), of Great Britain, and of the United States
of America. But at this meeting no progress was
made towards the solution of the world sugar problem.

Such has been the sugar policy of Cuba du.ring>
the last decade.
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* We believe that all these efforts camnot be con-.
! sidered as total failures, and, on the contrary, we
" think that they have supplied’ a valuable fund of
experience which, if properly interpreted and applied,
will furnish effective assistance to the sugar producing
countries, as well as to the producers of other primary
commodities.

Cuba at the present historic moment enjoys a
favourable situation, as a result of her sacrifices to
- preserve the share of the free markets which she had
won and of her new relations with the United States.
Her future as the principal sugar producing country
depends on her ability to assimilate the teachings of
the past.

The new auéar policy of the United States of
America, which assigns quotas to its different areas of
supply, and the new commercial Reciprocity Treaty
made between that country and Cuba, place (if only
temporarily) a limit to the expulsion of Cuban sugars
-from the American market. By reason of both these
measures Cuba can_ ship annually into the United
States approximately 1,700,000 long tons of sugar.
And this part of the Cuban crop, as a logical conse-
quence, will be sold at a reasonmable price in the
protected market of the United States.

But Cuba remains free to continue to struggle with
the balance of her production in the free markets ;
and it is here that she should apply the painful experi-
ences of the past years, and also the lessons derived
from the methods followed in similar cases by other
countries. It is true that the free markets have been
steadily shrinking to a considerable extent during
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recent years, but it is no less true that the largest
reductions have been taking place in regions which
are not direct purchasers of Cuban sugar, Nevertheless,
even if this phenomenon were not so, it should not
change the possible future policy of Cuba. While
there is a possibility of selling sugar int the free markets,
Cuba should struggle to sell her sugars there. The
geographical and climatic conditions of Cuba make
that Island the country best suited to produce sugar
cheaply, and precisely for this reason, Cuban sugar
should prove victorious in the struggle which daily
takes place in the unprotected markets which still
remain in the world. If the nations continue headlong
in their policy of economic nationalism and eventually
the capacity of the free markets is reduced to a single
ton of sugar, that ton should be made and sold
by Cuba. To propose now to limit the production of
sugar in Cuba for the free markets would be as serious
an error as the first unilateral restrictions made by
Cuba. Experience has shown us that the free markets
depend on the free play of the law of supply
and demand and the survival of the fittest, and that
artificial remedies are perfectly ineffective.

Cuba, at the present time, is the country best able to
produce and sell sugar in the markets of the world.
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CHAPTER II.

The Conference of Exporting Countries at Paris,

November 11-14, 1927, and the first Attempts to

conclude an International Sugar Stabilization
Agreement,

After the first two restrictions of production in
Cuba, the eminent sugar producer who had advised
them, Colonel Jost MicurL Tara¥a, undertook the
more difficult task of convincing the other sugar
exporting countries of the world to agree to make an
international convention to equalize production and
consumption, that is, an agreement which would
stabilize world sugar production.

His first efforts were directed to persuading the
Cuban producers and especially the then President of
the Republic, General GErarpo MacHADO, of the
merits of his ideas. The restrictions already made in
the Cuban crops were not sufficient by themselves to
bring about a world stabilization. His clear intelligence
could not fail to perceive that it was necessary to do
something more, that other countries should be
induced to follow the policy of restriction which he
advocated. He thought, however, that to produce the
result of stabilization, it was sufficient to obtain an
agreement between the exporting countries alome.

* The firet and most imperative step” said Colonel
TARAFA, “was to obtain an agreement between all the
countries which export sugar to the world markets,
Once this has been achieved completely, or as far as
possible, and bearing in mind that the whole sugar
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industry of the world has an interest in the matter,
efforts should be made to maintain the status quo of
the sugar production of those countries in which the
industry is protected by high duties, since it is evident
that the co-operation of those countries will be of
mutually incalculable benefits, and of great efficacy
to secure our objectives. For instance, if the beet
sugar industry of the United States and the cane sugar
industry of Puerto Rico, Hawaii and the Philippines
sold their sugars gradually and in proportion to the
annual consumption, Cuba might also make her sales
in the same form and in this way the stabilization
which, does not exist to-day in the American market
would be obtained, which is not possible as long as
everyone tries to sell in six months a supply which
twkes twelve months to consume.”

As can be seen, Colonel TaraFa did not consider
the participation of the producing countries who were
not exporters as essential to the World Agreement,
although he regarded their co-operation as useful.
Moreover, according to his statements, in his enthusiasm
he did not consider either that the adherence of all
the exporting countries was absolutely indispensable.
Ho was satisfied if only the most important ones were
included.

The immense majority of the Cuban sugar producers
accepted the ideas of Colonel Tarara, and so did
the President of the Republic, who supported them
with his dynamic and executive action. Thus invested
with the double character of the personal representative
of the President of the Republic and of the national
sugar industry, Colonel Tarara carried on active
negotiations with the various European countries which
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produced and exported sugar, which culminated in a
meeting of the representatives of Czechoslovakia,
Germany, Poland and Cuba in Paris, from the 11th to
the 14th of November, 1927. At this important Inter-
national Conference, the first of its kind in the world,
the following agreements were adopted, and were later
ratified at a subsequent meeting in Berlin, on the
30th of November, 1927 :—

“ Resolutions adopted at the Conference of Sugar
“ Exporters sn Paris, from the 11th to the 14th of
¢ November, 1927 :—

“The Conference is aware of the measures
“adopted by Cuba during the last two years,
“ approximately, with the object of restoring the
““ balance between the sugar production and con-
“ sumption of the world markets, unbalanced by
*the War, and the Conference takes pleasure in
“ expressing its sincere gratitude to General GERARDO
“ MacHADO, President of said Republic, to whose
‘ initiatives was due the promulgation of the Law
‘“ of October 4th, 1927. .

“The Conference recognizes that, aside from
“ other reasons, the continued increase of the sugar
“ production of the world during the last two years
“is a threat to the world sugar industry, because
“the present consumption cannot absorb the
* production now taking place, as in previous years
“ such threat was caused by the intense production
“ of Cuba.

“In order to find a solution to this situation
a.nd to prevent a crisis in the future, the Confer-
‘ ence resolves :—
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“1. The examination of the general situation
“ proves that sugar is being produced in the world
“in a quantity which exceeds the requirements of
“ consumption. Consequently, the representatives
“ of the sugar industries of Czechoslovakia, Poland
“and Germany unanimously agree to co-operate,
“from now on, with Cuba, using all their power
“ and goodwill to that end, and maintaining a close
“ and friendly contact with each other, in order to
“ make production proportionate to consumption.

“2, To obtain this objective the representatives
““ of the organized sugar industries of the aforesaid
“ countries, and the President of the Cuban National
“ Commission for the Defence of the Sugar Industry,
‘ engage themselves individually and jointly to take
“all the steps and adopt all the measures for
“ requesting and obtaining the co-operation of those
“ countries which are at present exporters of sugar,
“‘ or which may become so in the future.

**3. As the present Conference has taken place
“ at a time too late to adopt measures for regulating
““ the production of beet sugar for the year 1927-28,
“ the organized sugar industries here represented
“undertake to give their co-operation in the
¢ following manner :—

“ (@) With respect to the year 1927-28, the
““ delegates of the organized sugar industries of
“ Czechoslovakia, Germany and Poland, undertake

““to make the greatest effort in order to increase .

“ their respective home consumption, so that the
‘ quantities of sugar which should be exported
“‘ should reach the lowest possible level.
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“(b) With respect to the year 1928-29 the
“ representatives of the organized sugar industries
“ of Czechoslovakia, Germany and Poland, under-
“ take, firmly and positively, to regulate their
“ respective plantings in accordance with the con-
* clusions reached during the present Conference,
‘“ which has recognized, in a form which excludes
* all doubt, the necessity of reducing production to
‘“ & quantity proportionate to world consumption,
‘“ provided Cuba limits its production of 1927-28
“to four million English tons. It is understood
“ that the increase of home consumption in each
“of the contracting countries cam be taken into
‘ consideration.

“4, The authorized representatives of each of
“ the contracting sugar industries, as well as the
“ other sugar industries which by that time shball
“ have decided to enter this convention, will meet
‘“ in the middle of the month of October in a city
“in Europe, which will be fixed at the opportune
“ time, in order to again examine the statistical
‘ position. Before that meeting, Cuba, being the
“ largest producer of sugar, shall submit a proposal
“in writing, stating the quantities which in her
“ opinion should be retained in each country, or
“ withdrawn from the market, out of the quantities
*“ available for export during the crop year 1928-29,
“with the object of equalizing, in case it were
“ necessary, the supply and the demand.

“The Conference of October, 1928, shall have
“to decide regarding the proposal of Cuba, and
“ with, respect to what disposition sball be made of
‘*“ any surplus, if such were estimated to exist. In

41



THE WORLD ,SUGAR PROBLEM

* this case, the surplus might either be placed in
“the hands of an International Company which
“ would be established under the auspices of all the
- ““ interested parties, or might be deducted from the
"« production of the following year 1929-30.

“It is agreed that the statistics of the world
" “gituation and the prospects of production for
* 1928-29 shall be examined at the October Confer-
“ence. If the Conference should recommend or
“ decide, as mentioned above, either to place the
“ surplus in the hands of the projected International
““ Sugar Company, or to withdraw said surplus from
“ the market, Cuba shall contribute to the general
“sacrifico with a part somewhat greater in pro-
““ portion than the other countries.

“5. With the object of continuing the work of
“the Conference and especially in order to be
“ informed in an exact and certain manner of the
“ statistics of world sugar production and the course
‘“of consumption, a Permanent Committee, con-
“ gisting of two representatives from each of the
“ contracting industries, shall be established. The
“ Committee will appoint two recognized European
“ statisticians to assist it in its work. The Committee
“ ghall inform the Conference of October, 1928, on
‘“the general situation. The expenses of this Com-
“ mittee, as well as those of preparing the statistics,
“ghall be paid by the contracting industries in
‘ proportion to their exports, but the exports of
“ Cuba to the United States of America shall not
“be taken into account. Nevertheless, Cuba will
“ pay fifty per cent. of the total expenses of the
“ Committee during the first year.
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““The representatives of the sugar industries

“ which have entered into agreements at the present

‘“ Conference are obliged to reserve the approval of

‘ their undertakings by their respective organiza-

* tions, which ratification shall take place not later

“ than the 30th of November of the current year.

“ The ratification on the part of the German sugar

* industry will only be possible if a new export:

‘ organization is established. The representatives of

* the German sugar industry will use their influence

“ to obtain the approval of their undertakings by
* their industry.

“ (Signed). German delegates : E. RABBETHGE, G.
* BRepr, C. WENTZEL, K. HaPPACH, B. SEELIGER,
‘“ Dr. A. BARTENS.

** Polish delegates : J. ZycHLINsK1, T. DRZAZDZNYSKI,
““J. ZAGLENIEZNY, S. LuBIEnskl, B. MixvLskr, K.
“ SacnHs, S. KoZLIROWSKI.

“ Czechoslovak delegates : H. CroN, J. HARTMANN,
“R. ManpeLig, F. ScumnoLEr, F. ErLBogeN, O.
“ Brop, F. BAUER, Prof. BRDLIK.

“ Cuban delegate : J. M. TARAFA,
“ Secretary of the Conference : Dr. G. MIKUSCH.”

It must be recognized, whatever judgment may be
passed on the literal terms of the Paris agreement,
that the action of Colonel TaArAFA, carried out on
behalf of the President and of the sugar industry of
Cuba, had an exceptional importance in the annals of
world economic negotiations in the period after the
Great War. His efforts gave world prominence to the
theory of international agreementa as a remedy for
* the disturbances brought about in the primary
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commodities by the War and created favourable hopes
for the success of this solution. This merit can never
be denied to Colonel TarAFA nor to President MacHADO,
nor to the Cuban sugar manufacturers who supported
them.

The Belgian producers adhered to the Paris agree-
ment on the 26th of December, 1927. On the other
“hand, the Java producers, whom Colonel TaArRAFA made
every effort to convince, replied simply with amiable .
and vague phrases, but postponed all effective action.
The position which they adopted in those critical
moments is well shown by the following letter which
the President of the Java Trust wrote to Colonel
TARAFA :—

“ Amsterdam, November 25th, 19217,
“Colonel J. M. TAraFA, Amsterdam.
“ My dear Colonel,

“ Now that our discussions in relation to the
“ gituation of the sugar industry, and world over-
“ production and consumption have ended, I wish,
*“ before all else to ask you to be so good as to
* transmit to the President of the Republic of Cuba,
* General GERARDO MACHADO, in my name and in
* the name of my colleagues of the Vereeinigde Java
* Suiker Producenten, the expression of our very
‘“ sincere gratitude for the initiative taken with the
* Law of October 4th, 1927, and for having eppointed
*“ you as his delegate to confer with us.

“I am convinced that the manner in which we
* have been able to explain and discuss our respective
“* points of view has left a basis for & mutual under-
‘ standing between the producers of Cuba and Java,
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* which understanding might have grea.t importance
““in the future.

“ The conclusion at which we mutually arrived
“ was to remain in close contact with each other,
‘“and to continue our co-operation insofar as our
*“ mutual interests permit. It is our mutual intention
““ to meet again next year. I hope that on that
“ occasion, we may again be able to extend to you .
““ our welcome as delegate of Cuba, and I remain,
* dear Colonel, very sincerely yours,
“ (signed) F. P. J. VESTER.”

It is not necessary to say that this negative attitude
of Java, the second sugar exporting country in the
world, nullified the efforts of Cuba and of Colonel
Tarara, thus destroying the possible results of the
Paris conference.

The international agreement of sugar exporting
countries obtained by Colonel TARAFA, died at its
birth : this fact must be recognized. And all the
efforts which were made to revive it, and furthermore
the fulfilment on the part of Cuba of the obligation
which she had assumed -of restricting her crop of
1928 to four million tons, were useless labours and
sacrifices, only justified by the enthusiasm of the
originator of these ideas, Colonel TARAFA, and by the
excessive good faith of President MacHADO.

An examination in detail of the Paris agreement
shows that it firmly denounces the evil of over-
production of sugar, that it sets forth as the remedy
the balancing of production and consumption, that is,
stabilization, and that it proposes as the means of
achieving this object, the artificial measures of restric-
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tion of production, the segregation of surplus stocks
and the stimulation of consumption. But it must
likewise be recognized that the Agreement appears, as
a whole, somewhat obscure and indefinite, which would
have proved a source of difficulties and, consequently,
a cause of ineffectiveness in its application.

The only well-defined obligation which it contained
was the undertaking by Cuba to restrict her production
of 1927-28 to 4,000,000 long tons. Besides the Agree-
ment placed on Cuba other possible obligations, always
in greater proportion than those which were foreseen
for the other signatories or adherents. And it also
repeated the error, very firmly fixed in the minds of
many persons, that Cuba was the country directly
responsible for the world over-production of sugar.
It is to be regretted that this statement, even with
. reference to the past, should have been inserted in
~ that document. We should here say, emphatically,
that such an imputation is not correct.

The intense production of Cuba was due to the
needs -of the Europeari War, and the world over-
production of sugar became alarming in 1925-26,
precisely when the European countries again reached
the maximum of their pre-war production and when
the Java crop was reaching its highest figures. The
total made up of the increased production of Cuba,
the re-constructed production of the European
countries, and the new enormous production of Java,
are the factors which brought about the world over-
production of sugar. Why then place the responsibility
directly on Cuba ? Which was the most to blame
" among those countries contributing to the increase of
world production ?
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Under the influence of that mistaken belief, Colonel
Tarara urged and obtained the isolated restriction of
the Cuban crop in 1926 and 1927, and that of 1928
as well. According to his view, as Cuba was responsible
for the over-production, she should be the one to
restrict. But very soon the economic reality showed
the error of that opinion, for the restrictions of Cuba
did not solve the problem of world over-production.
And they did not solve it for the simple and only
reason that Cuba was not the only country which
was causing the evil.

All the considerations set forth in Section I &f
Chapter II of the First Part of this book are directly
applicable to the case of sugar, and show, beyond
doubt, the error of isolated or unilateral restrictions
of the primary commodities, such as sugar, precisely
for the reason that it is not possible to point out, in
that class of production, as the real source of the evil,
the more or less augmented production of one particular

country.
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CHAPTER III.

The Action of the League of Nations on the
Sugar Problem.

Whilst Cuba had taken the initiative and made
every effort to find a solution to the grave crisis which
was already being felt in the world’s sugar production,
to which fact we have referred in the preceding
chapters, the League of Nations began to lend its
valuable co-operation to the study of that great
question, the world-wide importance of which- was
becoming every day more evident.

In May, 1928, the Economic Consultative Com-
mittee recommended that the Council “invite the
Economic Organization of the League to undertake a
thorough study of all factors and measures influencing
the production and consumption of sugar and the
international trade therein,”” and suggested that °
“a report be made to the Council, in order that the
latter may be able to judge whether concerted inter-
national action could further the solution of the
problem under consideration.”

Subsequently, in June, 1928, the Council of the
League of Nations referred the question to the
Economio Committee with the request that it should
place these recommendations on the agenda of the
next session “‘so that it can at once go forward to
consider them as far as it may think advisable and
practicable.”

The Economic Committee complied fully with the
request of the Council and after receiving a large
amount of documentary material through its own
members, from various national sources, from the
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Secretariat of the League of Nations and from the
International Agricultural Institute at Rome ; after
obtaining detailed studies especially prepared by the
eminent sugar statisticians, Dr. H. C, PRINSEN
GEERLIGS, Medsrs, F. O. Licer and Dr. G. Mixusce,
and having had an oral consultation with experts
representing the manufacture and refining of sugar and
with experts representing the beet growers, issued a
well-documented report dated July 4th, 1929.

In this report, the Committee began by ratifying
the points of view which it had expressed six months
before, that is on the 9th of January, 1929, namely :—

“ That the present situation of the sugar industry
“ throughout the world is essentially due to a lack
“ of squilibrium between production and consump-
‘“tion. Hence, the natural conclusion is that, to
*“ re-establish equilibrium, either an attempt .must-
“be made to increase consumption, or production "
“must be reduced, or both solutions must be
 sought.

“1It is questionable whether it would be consis-
“tent with the role of the League of Nations to
“ take any action with the object of checking the
“natural development of production, i.e., of pre-
“ venting expansion resulting from the free play of
“ economic forces.

“ The development of world production, however,
* is partly the result of artificial measures of various
“ kinds for which States are mainly responsible.

“An examination of the problem from this
“ point of view would certainly be of great value,
“as would also a study of the possibilities of
*“ increased consumption.”
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The report then sets out the general character of
the difficulties through which the industry had been
passing, and concluded with the provisional conclusions
reached by the Committee concerning possible action
by the League. In order that the work and conclusions
of the Economic Committee may be adequately
explained, it seems advisable to reproduce below the
last two sections of said report :—

“IV. SUGGESTED SOLUTIONS.

£

Before recording the suggested solutions which were
“ discussed by the experts heard, we desire to emphasize
‘* once more the essential character of the crisis from which
* the industry is suffering. The consumption of sugar is
*“increasing with unusual rapidity and the demand for
“this product is such that conditions of exceptional
** prosperity might have been anticipated. In fact the
“industry is being conducted in many areas at a loss.
“This loss is due to a persistent excess of production
‘““caused, in the first instance, by improved methods of
“cane cultivation, in the. second by the determined
‘““endeavour of beet-producing countres to maintain or
“even to expand their output in the face of the greater
‘“ natural advantages of their rivals.

«

In view of this state of affairs, it was to be expected
“that the proposed remedies should be directed towards
‘“restricting production or further stimulating demand.
* The proposals actually put forward may be summarized
“ as follows. It was suggested :—

(1Y

1. That an international agreement between all
important producers or alternatively between producers
in exporting countries, should be arranged with a view
to stabilizing production for a few years.

« 2. That an international agreement between all
exporting countries and those likely to have an expert
surplus in the near future, should be arranged with a
view to a concerted and rational policy of sale.
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“ 3. That a concerted endeavour should be made
‘ to augment the sale and use of sugar by means of
“ active propaganda, more especially in Eastern and
tropical countries,

. 4. That the possibility of increasing consumption
“ by lowering excise duties without reducing receipts
“  from this source of taxation should be carefully con-
“ sgidered by Governments.

“ 5. That a central bureau for the collection and
**  dissemination of information ghould be established.

“  The majority of these proposals failed to receive the
* unanimous support of the experts we heard. There was,
‘““on the other hand, almost complete unanimity in the
“ strongly expressed opinion that the principles of the
“‘ Brussels Convention of 1902 could not with advantage be
“‘ applied to the present situation. Further, the suggestions
“which we have summarized above took, in several
* instances, various alternative forms.

“1. Thus the desirability, not of stabilizing, but of
“curtailing production . was discussed, though finally
“rejected. The majority of the experts held the opinion
“ that a stabilization of production for three or four years
‘“ at its present level would, in view of the natural growth
“ of demand, restore the industry to a profit-making basis.
“ Again, certain experts considered that such stabilization
“ could only be effected if all important producing countries
“ co-operated. Others, however, believed that an agree-
“ment between the major exporting countries should
“sguffice, while one witness suggested that two soparate
*‘ agreements should be made, the one between cane- and
“the other between beet-producing countries.

“  There was general agreement that, for the arrange-
“‘ment of any understanding between producers intended
“to affect output, Government intervention, though
““believed by some to be eminently desirable, was not
“ indispensable.

. “Into the possible form of an understanding of the
“* general character contemplated we do mot consider it
“necessary to enter. We believe that if the industry
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¢ desires to take concerted action with a view to preventing

"“* g disturbing surplus of supplies it is fully competent to

““ do so without external aid. As we stated in April last,
“we do not desire to ‘assume any responsibility or take
““any initiative in this matter.’” We note, however, that
““a policy of reducing output is not contemplated in any
¢¢ quarter and that, since an agreement of only relatively
“*short duration is proposed, the interests of the consumer
*“are not likely to be threatened. We shall, however, not
¢¢ fail to keep this aspect of the problem constantly before us.

“2. International action with a view to a united sales
“policy was not considered generally to constitute by
“ itself any adequate solution of the problem. The majority
““ of those who supported the proposal added that, while
‘“it might help to reduce waste in marketing and might
“even render some control of prices possible, stable
* conditions could not be established if production were
“*allowed to expand without limit.

‘“*As a rider to the general proposal, it was further
“ suggested that the central selling agency might endeavour
““to support the prices at which the bulk of the supplies
“were sold by placing some portion of the year’s output
““below cost price in markets where sugar was at present
“but little used. By this means it was hoped that it might
‘ prove possible at once to dispose of the surplus and, by
“ gradually extending the habit of sugar consumption, to
“ open up new markets.

“It was emphatically asserted by some experis that
** the full co-operation of the main distributing centres was
“an indispensable condition for the successful operation
‘*‘ of both & producers’ and a sales agreement.

“ The whole of these proposals were, however, strongly
““ eriticized by others on the grounds that no single office
‘“ could replace the intricate organization which had been
“built up for the transport and sale of sugar, that the
* multiplicity of grades of beet sugar and the special
““ requirements of individual markets rendered centraliza-
‘““tion impracticable, and that the disappearance of the
¢ future market which must result from a selling pool would
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*introduce a new cause of disturbance and risk into a
* market already extremely sensitive.

“8. Those experts who were unwilling to accede to any
*“international agreement amongst producers laid special
* emphasis on the possibility of promoting sales by wide-
““ spread propaganda. It was not, however, wholly evident
“to what extent this contemplated advertising campaign
* was looked upon as a definitive cure of existing 1lls,’

“4. All were agreed that it was desirable that Govern-
* ments should consider whether it might be possible to
‘“ assist at once the sugar industry and their own budgetary
“ position by lowering the rates of excise duties.

“&. On the proposal to establish a central bureau of
*“ information, opinion was somewhat divided ; for, while
““all agreed that the spread of information was in itself
““ desirable, it was maintained by some that adequate
‘ machinery already existed.

*“V. CONCLUSIONS.

“  On these proposals we desire to limit ourselves to
*“ the following general observations :—

“1. The difficulties with which the industry is at
*‘ present beset are such as can, to a large extent, either
* remedy themselves or be remedied by those responsible
““for the conduct of business.

“2. We do not consider, therefore, that we are called
“ upon to express any view concerning the relative merits
¢ of the various proposals for purely private action which
¢ have been put forward.

“3. Though it is true that the majority of the experts
“ —representatives both of industry and of agriculture—
““ were of opinion that in existing circumstances the con-
“clusion of a Convention between States, based on the
“ principles of the Brussels Convention, would not be
*“likely to provide a solution for the crisis, all were agreed
‘“in recognizing that the difficulties have been accentuated
“by the measures taken in many countries to stimulate
‘“the production of sugar, without consideration of the
“effects of their unco-ordinated action on the world
““ situation. .
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“ 4, Itispossiblethataction by producersin accordance
“with an agreed plan might render superfluous some of
‘“the artificial measures by which the sugar industry
“ benefits in certain countries. Should that be so, the time
“ might have come for the States concerned to submit
‘“ the regime they have established to encourage the pro-
““ duction or sale of sugar to a fresh examination, giving
““ due regard to the essential interests of agriculture ; and,
¢ should they find themselves unable to modify this regime
“ without other countries acting similarly, to make known
““ their views in regard to the taking of joint action.

“5. The Economic Cornmittee will continue to watch
¢ carefully the further developments of the sugar question
“in order to be in a position to furnish the Council at
“any moment with information enabling it to °judge
““ whether concerted international action could further the
““ solution of the problems under consideration.’

*“6. Finally, we venture to suggest to the Council
‘“that the attention of Governments should be drawn to
‘““the desirability of ascertaining whether there is any
 possibility of lowering their excise duties on sugar,
‘“ without adversely affecting their fiscal position.”

It can be seen that the Economic Committee
reached somewhat ambiguous conclusions concerning
the possible solutions of the world sugar crisis, perhaps
due to its scruples with regard to the competency of
the League of Nations to frankly recommend certain

. measures. At times it seems as though the Committee
perceives the remedy in the free play of the economic
laws, especially in those of supply and demand ; this
belief is borne out at least by the “first’’ conclusion,
when it is stated that the difficulties of the industry
are of such a nature that they could, to a large extent,
remedy themselves, or be remedied by those responsible
for the conduct of business. And at other times, as
one is led to believe by the “fifth’’ conclusion, it appears
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that a certain amount of credit is given to the theory
of international agreements, as a remedy for the crisis
of the sugar industry, as evidently the term “concerted
international action’ has reference to such agreements.

It is to be regretted that the Committee, having
had at its command sucha large amount of information,
should not have had the courage to set forth more
definite conclusions. It should however be recognized
that preparation and study are not by themselves
sufficient, especially in economic questions, to antici-
pate the teachings of experiemce. Perhaps, to-day,
if the Committee should again study the sugar
question, it might arrive at categorical and well-
defined conclusions.
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CHAPTER 1V,

The Conference of Producers of the Sugar
Exporting Countries, held at Brussels
in June/lJuly, 1929.

The work of the Economic Committee of the
Yeague of Nations, which has been described in the
preceding chapter, brought together at Geneva many
experts of the sugar industry. The representatives of
the majority of the exporting countries took this
occasion to exchange views on the sugar problem and
its possible immediate practical solutions. These
conversations took place from the 4th to the 6th of
April, 1929, and resulted in the following proposal :—

* In an interchange of views between the experts
*“ of the sugar industries of the Republic of Cuba,
“ the Republic of Czechoslovakia, the Republic of
“ Poland, the German Republic, the Kingdom of
‘ Hungary, and the Kingdom of Belgium, the
*‘ following was proposed :—

“ The above-mentioned countries shall form a pool
‘“ from the quantities of sugar produced by them not
* destined for their home consumption.

“In case countries which are not parties to this
“ pool should practise the policy of dumping to the
‘“injury of the interests of the signatory parties, the
“latter shall attack them in those countries which
*‘ constitute their natural markets. The sacrifice which
“ may result shall be borne by each country in pro-
*“ portion to its interest in the pool, either in money
“or in kind.
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*The object of this proposal is to oppose every
“attempt to depress the world price of sugar and
“to bring about a unanimous front of all the
“ exporting countries in an effort to harmonize
“ production with world requirements.

“The experts of the industries of the above
* mentioned countries shall submit this proposal to
*‘ their Governments or to their industries, and
“ shall communicate the results thereof to the
“ Belgian delegate, at the latest on the 1st of June,
“ 1929, who will call a meeting in Brussels as soon
“after this date as possible. (Signed) Lucien
‘“ BEAvpUIN, EricH RABBETHGE, Luis Marivo
‘“PerEZ, JOSEF ZYCHLINSKI, JOE HABRTMANN,
“ ALBERT Himscm.”

The stipulation in the last paragraph of the above
agreement was the immediate cause of the Conference
of Sugar Exporting Countries held at Brussels from
the 29th of June to the 4th of July, 1929. This
Conference took place under the best auguries, having
the benefit of the experiences of the efforts which had
been made during the two preceding years and of the
work and studies which the League of Nations had
just carried on. The producers of the following countries
were represented, namely: Germany, by Erica
RABBETHGE, BREDT, PIKURITZ and B. SEELIGER; Bel-
gium, by Lucien BeavpuiN, LEo KrONACHER, PAUL
DEescamps, ErNEsT OvrY and YVES DELACROIX ;
Cuba, by VriaTo GUTIEREEZ, LUuis R. pE MiRANDA,
Lurs Marmwe Perez, and JorGe DE ONA ; Hungary,
by Arserr Hirscw, Epovarp Aczer and Huco
ELBoGEN; Poland, by KaroL SachS, T. DRZAZDZYNSKY
and B. MikuLskr; and Czechoslovakia, by ROBERT
MaNDELIE and JoE HARTMANN,
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The Cuban delegation, besides representing the
official Provincial Associations of Sugar Producers,
since there was no national association of sugar pro-
ducers at that time, also had the semi-official rep-
resentation of the Government. The delegation received
two concrete fundamental instructions; one was the
expression of the general sentiment of the Cuban
producers, and the other the personal recommendation
of the President of the Republic, General MacmaDO.
The first of these instructions was that Cuba should
not restrict its production in the future, a policy which
she had just given up that year, and would only accept,
a8 a maximum sacrifice in any agreement which was
made, the obligation not to increase her prodaction,
that is, to limit it to what it had been. The second
instruction was that President Macmapo did not
consider it prudent for Cuba, as a nation or as a
producing entity, to take part in agreements to attack
other producing ocountries commercially, as was
suggested in the exchange of views of the experts at
Geneva to which reference has been made above, and
that, on the contrary, he was in favour of attracting,
by persuasion and by the ties and defence of mutual
interests, the producers of Java against whom those
plans of attack seemed to be directed, since he con-
sidered that the co-operation of the latter was essential
in order that any international agreement might
produce the effective arrangement of the world sugar
situation.

In accordance with those instructions, the Cuban
delegation presented the problem in the following
terms : World consumption of sugar had been increasing
continually during the past years, by an important
and almost wuniform amount, which in itself was
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encouraging ; but production, in turn, was increasing
in much greater proportion, so much so that it had
already exceeded the world’s consuming capacity ;
consequently, the fundamental cause of the ovil was
the constant and disproportionate increase of pro-
duction. To remedy this situation, it was necessary,
a8 a first step, to attack this phenomenon, and that
could only be done by an agreement of all the exporting
countries (into which should afterwards be brought
those which produced without being exporters) net to
increase their production, at least during the time
necessary, so that, by the natural and constant increase
of consumption, which was then considered to be a
sure factor, the surplus which had been already pro-
_ duced should be absorbed and a reasonable balance

between production and consumption maintained in
the future. The central idea submitted by Cuba was,
therefore, in relation to production, and, concretely,
the status quo in regard thereto.

The European producers had in general the same
ideas as the Cubans, but the former did not wish to
agree to anything which affected production in a
direct way, for which reason they desired to limit the
Agreement to the matter of exports. This conflict of
opinions on such an essential point was at last settled
with & criterion of an eclectic character, which was
contained in the draft of an agreement submitted by
the Cuban delegation, which was framed in the
following terms :—

“1. In view of the fact that the production of the
“ countries signatories to the present Agreement has
* been, in the crop year 1928-29, as follows : Germany
R .; Czechoslovakia ... ; Belgium e 3
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Dl 0711+ A— ; Poland ............ ; Hungary ..., said’
“ countries agree, for a period of three years, not to
“ export annually larger quantities of sugar than the
“ following : Germany........... ; Czechoslovakia.
* Belgium ..o 3 CUbB e ; Poland ...
“ Hungary ..

“2. If in any of said three years, the production of
““ any of the aforementioned countries should increase,
‘“ the exportable quantities shall not exceed in any
“ form those fixed in the present agreement, and such
“ country undertakes to retain the excess of its
* production within its own national frontiers, so that
‘it may be absorbed therein, by an increase of home
-“ consumption, and failing this increase, the production
““ of the following year shall be decreased by an equal
“ amount, by such means as said country considers
¢ practicable.

“3. The signatory countries agree to undertake to
¢ carry out a common action in order to obtain the
* adherence of the other sugar producing countries,
* within the shortest time possible, to the policy
“of stabilization put into effect by the present
“ agreement.

“4. The signatory countries shall require each other
“to give mutually those guarantees which they
‘ consider necessary, either financial or political, for
“the execution of the obligations undertaken by
““ them.

*“5. One year prior to the termination of the period
* stipulated in the present Agreement, a new meeting
“ ghall be called, for the purpose of fixing the increases
* which may then be considered necessary in the
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““ export quotas of each of the signatory parties, in
“ order to provide for the increase which world con-
‘‘ sumption may demand, taking as a basis the pro-
‘ portional quantities fixed in the present Agreement.
*“6. The signatory countries and those which may
* afterwards adhere to the present Agreement, shall
“form a Permanent Committee for the purpose of
“ carrying out the common action which may be
¢ considered advisable in connexion with the present
“ Agreement, and any other common action directed
“ toward the improvement of world sugar conditions,
“ such as the increase of consumption, statistical and
* technical information, etc.”

This draft, with slight variations which were not
fundamental, was the text which served as a basis for
the deliberations of the Conference, which, after a
good deal of discussion, approved the following Agree-
ment, and this was signed by all on July 2nd, 1929 :—

TEXT OF AGREEMENT,

“ Art, 1 (Section1) : On the basis of the following
“ production of the countries adhering to the present
“ Agreement, namely : Germany, 1,900,000 tons ;
‘ Czechoslovakia, 1,250,000 tons; Belgium, 280,000
“ tons ; Cuba, 5,200,000 tons ; Poland, 800,000 tons;
“and Hungary, 220,000 tons, said countries under-
“ take, for a period of four years, not to export annually
“larger quantities than the following: Germany,
“ 200,000 tons ; Czechoslovakia, 825,000 tons : Belgium,
“ 60,000 tons ; Cuba, 5,000,000 tons ; Poland, 383,000
‘“ tons ; and Hungary, 100,000 tons.

““ These quantities shall be understood to be in raw
“gugar, 88 yield, and for Cuba in raw sugar, 96°
* polarization.
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“ (Section 2): Onaccount of the special situation of
“its industry, the German delegation ean only enter
“into a formal obligation at present for a period of
“ two years. They will inform the other parties, before
“the 1st of October, 1929, if they will continue to
“be bound for an additional period of two years, so
‘““as to adhere to the Agreement for the same period
“ of time as the other parties.

“ The German delegates undertake to use all their
* influence to persuade the other German sugar manu-
¢ facturers to decide in favour of said prolongation.

" “ Art.II(Section 1): If during any of said four years,
“ the production of any of the countries above men-
“tioned should increase, the exportable quantity
““ cannot in any case exceed the quantity fixed in the
 present Agreement ; and said country undertakes to
“ retain said surplus production within its own frontiers,
“in order that it may be absorbed by an increase of
“home consumption. In case this increase of con-
“ sumption should not take place, the production of
“the following year shall be reduced by an equal
““ quantity, in such manner as said country considers
‘“ preferable.

* (Section 2) : The four annual periods for whieh the
“ above-mentioned countries have bound themselves
“not to export more than the quantities fixed above,
*“ are the following : for Cuba, from the 1st of January,
“1930 to the 3lst of December, 1933, and for the
““ European countries, from the 1st of September, 1929,
“to the 30th of September, 1933, it being understood
““ that these dates are only approximate, and that the
‘¢ years shall commence at the beginning of the harvests
“and comprise a period of twelve months.
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“ For those countries which may later on adhere to the
* present Agreement, the said period shall begin to
“be reckoned from the time when said countries
‘“ commence their respective harvests.

“Art. IIL: The signatory parties agree to make
“ common efforts to obtain, as soon as possible, the
* adherence of the other sugar producing countries to
*“ the policy of stabilization which the present Agree-
“ ment aims to carry out.

“ Art. IV : The signatory parties undertake to give
*the financial guarantees necessary to assure the
“ execution of the present Agreement.

‘“ Art. V: The signatory parties and those which may
“ hereafter adhere to the present Agreement, shall
“form a Permanent Committee, to carry out all
* common action which may be considered useful or
* necessary within the limits of the present Agreement,
“ and also to carry out any other action for the purpose
“of improving the conditions of the world sugar
“ industry, such as the increase of consumption and
* the study of the needs and interests of the consumers.

“Art. VI: In case any of the contracting parties
“ should not comply strictly with the obligations of
“ the present Agreement, the matter shall be referred
“to an Arbitration Commission, which shall be
“ composed of the following members : an arbitrator
“ appointed by the above-mentioned Permanent Com-
* mittee, one appointed by the party in question, and
* a third arbitrator shall be designated by the President
* of the Economic Committee of the League of Nations.
“The fines or compensations which may be imposed
“ shall be distributed between the other contracting
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“ parties in proportion to their participation in the
“ exports.

““ Art. VII: Any modification of the present Agree-
‘ ment, in order to be valid must be approved by a
““ unanimous vote of the parties thereto.”

As some delegations stated that their signatures
should be ratified by the associations which they
represented and the Cuban delegation made it known
that its signature was also provisional, subject to
ratification by their Government and industry, it was
agreed that the Convention should not come into
force until it had been definitely ratified by all the
signatories.

Shortly after the signing of the above Agreement,
we wrote, on 7th July, 1929, as follows :—

“ The stabilization plan which has been accepted
““rests on a double moral and economic basis, namely:
“first, it does not injure any legitimate existing
“ interest, as it permits each country to have the
“ true production attained thus far by it; and,
“ secondly, it does not make use of any violent or
““ artificial means, such as the restriction of production,
“ allowing, on the contrary, the natural evolution of
“the laws of trade, which assure, according to
“ statistics, & gradual and constant increase of world
 consumption of sugar. A stabilization agreement
‘““based on these principles should have, logically,
““only one object : not to increase production during
“ a certain number of years, that is, during the time
“ which is necessary for the increases of world con-
“ sumption, in accordance with the statistics, to catch
““ up with the exaggerated production which the world
““ has reached.”

64



. THE CONFERENCE OF 1929

And in the official report in regard to the work of
the Conference we said :—

‘““ The object of the Agreement made in Brussels is
“ to assure that there shall be no increase, during the
““ next four years, of the total quantity of sugar which
““is available for export, by virtue of which measure
‘ and the natural growth of consumption, it is expected
“ that the excess or surplus sugar which at present
‘“ exists in the world will disappear, thus establishing
““the desired equilibrium between production and
‘“ demand.

‘¢ It must berecognized that the formula adopted at
““ Brussels solves only in a partial way the problem
“of completely balancing world consumption and
“ production of sugar. To fully attain this ideal, it
“ would be essential that all countries should hold
“ down their production to its present level, during
* the necessary period of time. There can, however,
“be no thought of the possibility of obtaining such
“ world-wide action. The conditions under which cane
“and beet sugar are produced in the world are too
“ varied, and such conflicting natural, economic and
“ political factors enter into play, that the interests
“ of the various producing countries prove irreconcil-
“able in practice.

“ But, on the other hand, there can be no doubt that
“the policy of stabilization of exports represents a
“ positive improvement with respect to actual con-
“ ditions, in which no restriction or limitation exists
“to prevent the increase of production. As far as
““ the group of exporting countries constituted by the
“ European exporting countries and Cuba is concerned,
““it can be stated that it is not improbable that they

'
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“could turn out, in the next four years, greater
‘“ quantities of sugar for export than those mentioned
““in the Brussels Agreement. Consequently, by means
“ of this Agreement, at least any further increase of
* the production of this group of countries is precluded.
 If there were added Java, the Dominican Republic,
“Peru and the Philippines, this stabilization would
“have very appreciable material results.”

These two paragraphs summarized our opinion in’
regard to the arrangements made at Brussels in 1929.

Of course, the written result, that is, the Agreement
which was signed on the 2nd of July, was only a
beginning, since the Cuban delegation always main-
tained that it was necessary, in order that the obliga-
tions undertaken should be effective, that the other
exporting countries should be brought into the
Agreement, and even that steps should be taken to
secure the adherence of those countries which produced:
simply for their home consumption to the principle
of the status quo of production. In line with these
ideas, the Conference agreed to commence negotiations
with the Java producers and the President, Senator
LucieNn BeaupulN, undertook to go immediately to
Amsterdam, where the Trust of Java Producers had
their headquarters, to inform them of the Agreement
which had been reached and of the invitation which
was expressly extended to them to adhere to it.

The attitude of the Java producers on this occasion
was more cordial and encouraging than that which they
had shown, two years before to Colonel Tarara. This
was the impression derived from the verbal information
which, Senator BEAUDUIN conveyed to the Conference,
on his return from Amsterdam.. In short, the Java
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producers asked for time in which to. consult, on
account of the difficulties which the consultations they
had to make among themselves presented, but the
representatives of the Java Trust stated that they were

_ favourably impressed as regards the Agreement itself

and the possible final result of said consultation.

On the other hand, the Cuban delegation undertook
to approach the producers of Santo Domingo, Peru
and the Philippine Islands, in order to secure their
respective adherence to the Agreement.

In these conditions the Brussels Conference of 1929

‘dissolved. Before leaving Brussels, the Cuban delega-

tion presented to the Presidency the following drafts
of regulations, supplementary to the stipulations of
the Agreement :—

“ Quarantce. When it should be given : When the
“ Agreement jis definitely ratified by each country.
“In case of countries adhering subsequently, the
* guarantee should be given when they notify their
““ definite adherence. 7o whom should it be delivered ?
“The documents covering the guarantee shall be
“ delivered to the President of the Permanent Com-
“ mittee established by Article 5 of the Agreement.
* Of what shall the guarantee consist? The guarantee
* shall consist of an obligation undertaken by a Bank
“ on the following bases : The Bank (which is accepted
“for each country) shall guarantee the immediate
“ delivery to the President of the Permanent Com-
“ mittee of the amounts ordered to be paid by the
* majority of the Arbitration Commission formed in
““accordance with the provisions of Article VI, by
“reason of the fact that the producers of the country
“in question have exported, during the 12-month
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“ period following the beginning of any of the crops
“ which commenced about the 1st of January, 1930,
1931, 1932 and 1933 (for 'Cuba) and the Ist of
* October, 1929, 1930, 1931 and 1932 (for the European
“ countries), a larger quantity of sugar, from the
“ amounts produced during said crops, than that fixed
*for said country in the Agreement, that is, ....... -
“tons. What shall be done with the proceeds of the
“ guaraniee ? Whenever it becomes necessary to make
“ the guarantee effective, the sum of money received
“ by the President of the Economic Committee shall
“ be invested, preferably, in the purchase of the same
“ quantity of sugar as was unduly exported by the
“ country in question, in order to withdraw said
“ quantity from the market, and the Committee shall
 afterwards determine what shall eventually be done .
“ with said sugar, whether it shall be destroyed or
“ used for developing new markets.

“ Regulations for the Permanent Committee: (1) The
“ Committee shall be composed of the representatives
* of each of the countries which have signed or adhered
“ to the Agreement. Of course, in order to maintain
‘ a constant representation, each country may appoint
“one or more members to represent it, but in the
“ voting the votes shall be taken by countries, and
“each covntry shall have only one vote. (2) The
“ decisions of the Committee shall require a unanimous
“vote. (3) The questions to be considered by the
* Committee shall be submitted in writing before the
‘ meeting or during the course thereof, but sufficient
“ time shall always be allowed to the representatives
‘“ of the countries who so request in order to submit
“the questions to be voted on to their respective
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* constituents. (4) The Committee shall have authority
““to deal with all questions relative to Article V of
“ the Agreement, and may also call special meetings
“ of all the signatory parties when important matters
*“ make it advisable to do so. (5) The Committee shall
¢ resida in Brussels and shall organize an office with
* the following .budget. (6) The contributions to
** the budget of expenses of the office of the Committee
* ghall be made by each country in proportion to their
‘ respective exports, and the payments shall be made’
*“ half-yearly. Any additional expense agreed to by
‘““ the Committee shall be apportioned in the same
“ manner and paid by each party as soon as it is
“notified of its respective share.

“ Regulations for the Arbitration Commission: (1)Each
“ country shall notify the Permanent Committee of
“ the dates of the commencement of its harvests and
*“of its exports during monthly periods. (2) The
* Committee shall verify, by all the means within its
“ reach, the effective exports of each country. (3)
“ Whenever the President of the Committee considers
“that a country has failed to comply with Article I
* of the Agreement by exporting more than its quota,
* or whenever any of the signatory parties requests it,
* he shall call a meeting of the Permanent Committee
“ in. order that the member of the Arbitration Com-
* mission should be appointed, as provided for in’
“Article VI; he shall inform the President of the
“ Economic Committee of the League, in order that
‘““he may appoint the Arbitrator to be designated by
“him, and he shall request the country in question
* to appoint, within a period of 15 days, its arbitrator.
“(4) At the termination of said period of 15 days
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“ and when the name of the arbitrator designated by
‘ the President of the Economic Committee is known,
“the President of the Permanent Committee shall
“ fix, without delay, the date of the meeting of the
“ Arbitration Commission, taking into account the
* natural delays due to geographical situation . If the
‘ country which is required to designate an arbitrator
“does not appoint one, or he fails to attend the
““ meetings of the Commission, this circumstance will
“not prevent said Commission from rendering a
*“ decision. Only two votes of the members of the
“ Commission sball be necessary to make its decisions
€¢ va’]id.i’

The efforts which the Cuban delegation and
Government at once made to secure the co-operation
of the producers of Santo Domingo, Peru and the
Philippine Islands, proved finally ineffective. The
producers of these countries, notwithstanding the fact
that they expressed their conformity and sympathy
with the fundamental purposes of the Agreement
reached at Brussels, withheld their decision and allowed
time to pass without agreeing to co-operate towards
the effort which had been made., On the other hand,
the Java producers, who at first had welcomed the
Agreement and the invitation of the Conference, also
followed the same course as their colleagues of America
and Oceania, and allowed months to pass without
offering their co-operation. Thus the Brussels Confer-
ence of 1929 passed into the category of another
fruitless effort.

With, regard to the attitude of Cuba towards these
endeavours, it is opportune to transcribe the resolutions
which, when they had received detailed information
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concerning them, were adopted by the Association of
Sugar Producers of Santa Clara, the most conspicuous,
active and energetic of the Associations of Cuban, sugar
producers, and the one that most faithfully expressed
the views of the native producers :—

“Inview of the confidential and veryfull and detailed
‘ information given by Dr. VIRIATO GUTIERREZ, at the
“ General Meeting of the Stockholders of the Sugar
‘ Exporting Company of Cuba (Compania Exportadora
*“ de Azucar de Cuba) held on the 16th of September,
‘1929, with respect to the efforts made by Mr. Luis
“ MaBINO PrrEz, Major Luis R. pE Miranpa and
“ Dr. VIrIATO GUTIERREZ, who formed the Commission
“ which represented the Cuban sugar industry at the
“ Conference recently held in Brussels, which was
“ attended by representatives of the sugar industries
““ of the principal sugar exporting countries, with the
* exception of Java, at which meeting Dr, GUTIERREZ
“ also represented the Association of Sugar Producers
“of Santa Clara, in accordance with the resolution
* adopted on May 22nd, 1929 ;

““ Inview of thefact that atsaid Conference at Brussels
. “an Agreement was made by all the delegates of the
" *sugar industries there represented, which has been
“ submitted to the approval of the Java producers,
“and that said Agreement is a real constructive step
“for the world sugar industry, on account of the
“ possibilities which it offers, the details of which, as
“ well as of an Additional Plan thereto, both of which
““ have been communicated to the Board of Directors,
“are not here set forth, om account of their present
* “ confidential character and the fact that they have
*“ not been made public in any of the other signatory
¢ countries ;
71
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 Inview of the precedent established by Dr. Vir1aTo
* GUTIERREZ, President of the Cuban delegation to the
“ Brussels Conference, of appearing before the rep-
“ resentatives of the Cuban sugar industry present at
“ the General Meeting of the ‘ Sugar Export Company
* of Cuba,” which was held on the 16th of September,
1929, and informing them of the work which he had
¢ carried out, in order to obtain the approval, modifi-
“ cation or disapproval of his acts ;

‘ The Association of Sugar Producers of Santa Clara
unanimously resolves :—

*“1, To ratify all that was done by the Cuban
“ Delegation at the Brussels Conference, approving the
“ decisions which it took and again extending a vote of
“ confidence to said Commission, composed of Dr.
“VieaTo GUTIERREZ, Sr. Luis Marmwo PEREZ and
“Major Luis R. DE MiranDa, for the future work
“ which they may have to carry out in connexion with
“said Brussels Agreement; and to congratulate the
“ members of said Commission, especially Sr. Luis
“Marmno PEREz for the valuable services which he
* rendered, according to the statements made by its
“ President, Dr. GUTIERREZ, as well as to the latter for
“ having fulfilled so completely the aspirations of the
* Cuban producers to be informed of the decisions made
“ on their behalf by their representatives, the delegates
“to the Brussels convention.

“ 2. To place on record expressly, that the Associa-
“ tion of Sugar Producers of Santa Clara is opposed to
‘¢ everything which in future might represent a possible
¢ restriction of our crops, as this is considered to be
“ contrary to our national interests.

“3, To congratulate the Hon. President of the
“ Republic for the judicious suggestions made by him
 to the Cuban delegation, which permitted it to obtain
*“ such satisfactory results for our principal industry.
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“ 4. To extend to Sr. JORGE DE ONAa, a distinguished
“ member of our Association, who formed part of the
“ Cuban delegation as an associate member, our thanks
“ and congratulations for the efficient services rendered
“to said Delegation during the entire course of the
* negotiations, according to the public recognition of
* said services made by Dr. GUTEIRREZ at the General
“ Meeting of the Sugar Exporting Company on Sep-
* tember 16th.

“5. To send copies of this resolution to the Hon.
* President of the Republic, to Dr. GUTIERREZ, Major
“Lvis R. pE MiraNDA, Mr. Luis M. PrrEz and Mr,
“JoreE DE ONA, i

“8. To send a copy of this resolution at once to
“ the * National Commission for the Defence of the Sugar
¢ Industry’ for the purposes which it may deem proper.’
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CHAPTER V.

The System of Unification of Sales as a Means of

obtaining the Benefits of the Treaty of Commercial

Reciprocity between Cuba and the United States of
America,

‘While the work of the Conference of sugar exporting
countries, described in the preceding chapter, was
taking place in Brussels in June and July of 1929, a
new movement of unquestionable importance in defence
of the sugar production was going on in Cuba. The
object of this new idea was to make effective, in
favour of the Cuban producer, the preferential which
was granted to Cuban sugar by the existing Reciprocity
treaty with the United States. By virtue of the clauses
of this treaty, Cuban sugar entered the United States
with a 20 per cent. reduction on the basic tariff,
which represented some 44 points {044 cent) of
advantage per pound, and it was argued that at least
35 of these points could be gained.

Cuba at that time exported to the United States
around 3,000,000 tons annually and it was evident
that by securing all or part of the preferential, the
Cuban producers would receive an important increase
in price for their sugar. The leader of this movement
was Colonel TARAFA, to whom we have referred before,
and the method proposed for obtaining the desired
result was the unification in a single hand of the sales
of Cuban sugar for export, that is, the establishment
of a “Single Seller.”

The sponsors of this plan believed that besides
effectively securing the higher price which the
preferential gave in the exports of sugar to the United
States, Cuba would be placed in such a strong position,
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as exporter of the remainder of her production to the

_ world markets, that it would then be an easy task
for her to bring about the conclusion of a true and

effective international stabilization agreement.

The circumstance that this movement developed
rapidly in Cuba at the very time when the work of
the Conference at Brussels was going on, might be
interpreted as a premature lack of confidence in the
success of that work, or it might have been considered
that the creation of the Single Seller would contribute
to the successful outcome of the latter. However,
there are indications for thinking that the temporary
rise in prices which immediately followed the creation
of the Single Seller in Cuba, on account of the policy
of holding back sales, may have been the cause of
the lack of further progress in the work of the Brussels
Conference, by changing the favourable attitude of
Java and weakening the enthusiasm of the other
countries which were invited. Thus Cuba was again
making all the sacrifice, which was sufficient to cause
the other countries to feel that they were not obliged
to make any. But whichever of these suppositions
may have been the true cause, the fact was that the
immense majority of the sugar producers requested
President MacHADO to put the new idea immediately
into execution, even before the delegates who had
carried on the work at Brussels had returned to
Havana, and being anxious to help the sugar industry,
the President agreed to the request and promulgated
the necessary measures. Of these, the most important
was Decree No., 1224 of July 26th, 1929, the principal
bases of which were the following :—

*“ Inasmuch as: the National Commission for the
* Defence of Sugar, at a meeting held on the 22nd of
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“the cwrrent July and in compliance with the obli-
“ gations with which it is charged by Article IV of
 the Law of October 4th, 1927, adopted the resolutions
* which the Executive sanctioned on the 25th of the
“same month, because they were deemed advisable
“as 8 means of remedying the evident injury which
““ the lack of regulation and unity in the sales of our
“ sugars has been causing to the sugar manufacturers
“ and cane growers, the banks, commerce and labourers
“in general, especially those engaged in agriculture
“and in the manufacture of sugar, which injuries
“ affect the Nation as a whole, and, therefore, compel
 the Executive, as General Administrator of the State,
“ to promulgate measures for the practical application
“and regulation of said resolutions ;

“ Inasmuch as: the facts of the situation make it
‘ urgently necessary that the measures which are
“ adopted shall be immediate and effective to arrest,
“as rapidly as possible, the evils which have been
* progressively assuming a more acute form in the
“ past months, due to the crisis of the sugar industry
‘ which is reflected in the entire national economy ;

““ Inasmuch as: to remedy these evils the Executive,
“ at the same time, has been compelled to take steps
“of an international character, for the purpose of
“ stabilizing the world sugar market within a common
‘ interest and by means of a policy iuspired by high
“ principles of mutual benefit ;

“ Inasmuch as : knowing the reality of all these
* factors, the interests; both national and foreign,
“ which, directly represent, or are in some way con-
“nected with, the Cuban sugar industry, and the
‘ National Association of Planters (Colonos) have all
‘“ agreed to collaborate in the constructive work which
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“ the Executive has decided to carry forward to save
“ and defend the common interests, as is its duty as
§ representative of the State.”

Unquestionably this new initiative in the field of
the sugar industry was far-reaching and ambitious,
but whatever may be the judgments in regard to its
efficacy, it must be admitted that it suffered from a
basic defect : the lack of adequate financing. The
Cuban producer suddenly found himself deprived of
the free management of his product, which made it
difficult or impossible for him to finance his business,
and, on the other hand, the State, which had accepted
and established the “ Single Seller,”” could not offer
him the money necessary to make his crops and keep
up the cane cultivation and the factories. The truth
is that the sponsors of the idea entertained too many
illusions in regard to the possible advantages of the
Single Seller and the facilities which they expected
to find for disposing of the Cuban production.

It is probable that the intensification of the sugar
crisis, which grew more acute, may have played
an important role in checking the sales of the Single
Seller and thus creating difficulties for its operation.
In any case, the result was that when the plan had
been in existence for nine months, the clamour of the
sugar manufacturers and cane growers who had
favoured it, and of those who had accepted it, became
8o great that the Government realized that it could
no longer be maintained, unless an adequate financing
was obtained. And as the efforts which were made
to obtain this financing were unsuccessful, it became
necessary to abandon the plan, which was done in
the month of April, 1930.
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CHAPTER VI

Negotiations carried on by the Cuban Producers

with the Producers of the United States and

its Insular Possessions, as a Preliminary Step

to the Negotiation of an International Sugar
Stabilization Agreement.

When the experiment with the Single Seller ended
in April, 1930, the sugar situation of Cuba was
aggravated to an alarming degree, due to the combina-
tion of various factors, some of a general character
and others which directly affected Cuba.

The crisis of world over-production had already
taken on a very grave aspect. Sugar was being pro-
duced out of all proportion to the world demands while
protection and other forms of State assistance tended
to stimulate it even more. In Cuba itself, on account
of the enormous difficulties which the Single Seller
had encountered in disposing of the old sugars of the
crop of 1929 and the new sugars of 1930, surpluses of
a magnitude never before known had accumulated.
At the time that the Single Seller was dissolved and
the sugars restored to their owners to dispose freely
of them, the world price had fallen to 1-04 cents per
1b., the lowest level reached till then. To all this must
be added the circumstance, that at about this time
the United States established a new high tariff of
2 cents per 1b. on Cuban sugar, which was so exagger-
ated that it constituted in reality an embargo for the
future on the exports of Cuban sugar to that country.
The situation of Cuba was therefore a desperate one,
and the Cuban producers felt very greatly alarmed.

8



NEGOTIATIONS WITH U.S, PRODUCERS

But in spite of thesa critical circumstances, they had
sufficient energy to undertake fresh efforts in defence
of the national and world sugar industries.

President MacrADO had declared, when the Single
Seller was abolished, that the Government, faithful to
the principle which it had been following, would not
support any sugar policy except that which was
recommended by a substantial majority of the pro-
ducers. This open attitude of the President, who was
always prepared to act, encouraged a group of the
younger producers, in their majority native Cubans,
formed by the men who had been most prominent in
the campaigns in connexion with the sugar policy
which had till then been carried out, to take the
initiative to formulate new plans.!

As a definite majority of the sugar factories of
Cuba was in the hands of American investors and
bankers, and as, on, the other hand, the greatest threat
to Cuban production consisted in the certain effects
of the excessive tariff of 2 cents, which would stimu-
late production in the American insular possessions,
the new leaders realized that it was in the United
States that the decisive battle in defence of the sugar
industry must be prepared and initiated. In dealing
with the United States bankers and investors, they
established relations with the eminent American lawyer,
Mr. TrOMAS L. CEADBOURNE, who, with the co-operation
of the group of Cuban sugar producers above men-
tioned, succeeded in bringing together practically all
the American interests in the Cuban sugar industry.
In this way, there came to be formed in New York

1 These sugar producers were : JuLio LoBo, Josn; M. Lorez

034, JosE GoMEz MENA, MARCELINO G ARCIA, JACINTO PEDROSO
ind Mr, STaPLEs.
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a Committee of Cuban-American action, representing
the immense majority, almost the total, of the
Cuban sugar mills, and this Committee set out with
great energy and enthusiasm to study the vast sugar
problem.!

When this Committee reached concrete conclusions,
that is to say, when they had framed an ample plan
of action, they requested the official assistance of
President MacraDO and informed him that the plan
adopted had the approval of such a large majority
as to amount virtually to the totality of the producers
of the country, since none of them had offered any
opposition to it. President MacEADO received this
request with good will and at once commissioned the
author of this book (who as a member of the Cuban
Senate had been giving his attention to the study of
the sugar question) to proceed to New York in order
to co-operate with the Cuban-American Committee
there, and to study the manner of carrying out their
plans in practice.

The Committee had drawn up a wide and ambi-
tious plan extending over a period of five years,
by which they not only tried to save the Cuban sugar
industry, threatened with imminent ruin by the
American tariff of 2 cents, but also to secure a world
stabilization of sugar, by means of an international
agreement.

The first part of the programme consisted in
obtaining an agreement with the producers who
supplied the American market, in order that :—

1 The members of this Committee were : JuLio Loso, Jose
M. LoreEz ONa, JosE GoMEZ MENA, MARCELINO GARCIA,
Jaomwro PEDROSO, WiLtiam C. Doueras, CEARLES HAYDEN,
JoHN R. StMpsoN and THoMAS L. CHADBOURNE,
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(1) the producers of beet sugar in the United States,
and cane sugar in Louisiana, Puerto Rico, Hawaii and
the Philippines, should. limit their production to the
levels reached in the year 1930, during the years 1931,
1932 and 1933, and should increase that production
in the years 1934 and 1935 by one-half the increase
of the consumption which took place in the United
States ;

(2) that the cane sugar producers of Puerto Rico,
the Philippines and Cuba, in co-operation with the
beet sugar producers of the United States and the
cane sugar producers of Louisiana and Hawaii, should
distribute their sales in an orderly manner in the
United States over the twelve months of the year ; and

(3) that Cuba, in turn, should undertake to restrict
her exports to the United States to only 2,800,000 tons
during the year 1931, with successive increases in the
Years 1932, 1933, 1934 and 1935, in certain proportions
in relation always to the increases of consumption in
the United States.

The second part of the programme, the execution
of which was to be undertaken only by Cuba, consisted
in trying to bring about, by all means within her reach
(utilizing the experiences and the work which had
already been done at the two conferences of producers
held in Paris in 1927 and in Brussels in 1929) a new
international conference of all the producing countries
in the world (excepting the American continental and
insular producers) in order to arrive at a general
agreement for the stabilization of the industry.

It can never be denied that the programme worked
out by the Cuban-American Committee of New York
combined sufficient elements to be considered, in the
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light of the economic ideas then prevalent, as a
complete plan and to create very alluring hopes in
the minds of the Cuban producers and the Cuban
Government. For this reason and the unanimity of
opinion which supported it, it is not surprising that
the Government should have given it warm and
effective approval, and should have expressly authorized
the writer to present it at the meeting of the producers
who supphed the American market held at the Hotel
Biltmore, in New York, on the 26th of August, 1930,

at which meeting he read the following proposals :—

“1, If the programme which is outlined below in
“ paragraphs 2, 3 and 4 can be effectively carried out,
“ Cuba will limit her exports to the United States in
¢ the following manner :-—

‘ (a) They will not exceed 2,800,000 long tons in
““ the calendar year 1931.

‘ (b) The exports from Cuba to the United States
“ during the calendar year 1932 will be limited to
¢ 2,800,000 long tons, plus any increase in the con-
* sumption of the United States which is shown to
*have taken place in 1931, compared with the con-
“ sumption of the calendar year 1930.

“ (c) The exports from Cuba to the United States
¢ during the calendar year 1933 will be limited to the
** quantity fixed in paragraph (b) above, plus any
“ increase in the consumption of the United States
* which is shown to have taken place in the calendar

¢ year 1932, compared with the consumptxon of the
“ calendar year 1931.

¢ (d) The exports from Cuba to the United States
*‘ during the years 1934 and 1935 shall be limited to
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¢ the quantity fixed by the provisions of paragraph (c)
‘ above, plus one-half of any increase which is shown
“to have taken place in the consumption of the
“ United States in each one of the years 1933 and
‘1934, compared with the years 1932 and 1933,
* respectively.

‘“ (e) Not less than 1,000,000 long tons of-sugar
“ shall be segregated from the Cuban crops of 1930
“andfor 1931, to be sold during the following five
“years, but none of it shall be sold in the
“ United States.

“2. The beet sugar crop of the. United States
‘“ and the cane sugar crops of Louisiana, Puerto Rico,
“ Hawaii and the Philippine Islands during the years
‘1931, 1932 and 1933 shall not exceed those harvested,
“ respectively, by said beet and cane sugar producers
*“ during the year 1930. )

3. The beet sugar crop of the United States and
“the cane sugar crops of Louisiana, Puerto Rico,
“ Hawaii and the Philippine Islands in the year 1934
“ shall not exceed those harvested by them respectively
“in the calendar year 1930, plus one-half of any
“ increase in the consumption which is shown to have
“taken place in the United States in the calendar
“ year 1933 compared with the calendar year 1932.

“4. The beet sugar crop of the United States,
“and the cane sugar crops of Louisiana, Puerto Rico,
“ Hawaii and the Philippine Islands shall not exceed
“in the year 1935 the quantity fixed in paragraph 3
* above, plus one-half of any increase in the consump-
“tion which is shown to have taken place in the
* United States in the calendar year 1934 compared
*“ with the calendar year 1933.
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* In this paragraph 4, and in paragraph 3 above,
“the beet sugar crop and the Louisiana crop are
‘¢ gssumed to fall entirely within the calendar years in
“ which they begin, and the crops of Cuba, Hawaii,
*“ Puerto Rico and the Philippine Islands within the
“ calendar years in which they end.

“5. A plan shall be worked out between Cuba and
* the sugar producers of Puerto Rico and the Philip-
“pines with the object of obtaining an orderly
“ distribution (marketing) of their respective crops in
“the course of the twelve months of each year, in
* co-operation with the producers of Hawaii and the
*“ beet producers of the United States. '

“6. A Committee shall be formed to consult
“ with respect to any matters which may arise out
“ of the proposals contained in the present document.

“%7. Cuba will use her best efforts to promote an
“ International Conference of the sugar producers
“of the world, other than the producers of the
 United States, with the object of bringing about a
‘“ general stabilization of the industry.”

This meeting was attended by representatives of
the beet sugar producers of the United States, and the
cane sugar producers of Louisiana, Puerto Rico, the
Philippines and Cuba. The producers of Hawaii, for
reasons which were never made clear, failed to attend.
The result of this first step in the execution of the
programme, as we have already stated in a previous
chapter, also remained somewhat indefinite.

The clearest explanation which could be obtained
by the Government of Cuba, after some time, was
that the anti-trust legislation in force in the United
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States might be interpreted as preventing the producers
of sugar in United States territory and possessions
from making agreements affecting production which
might bring about increases in prices, for which reason
the effective means of attaining the desired results,
without running the risk of a legal interpretation, was
to avoid a written agreement and have only a verbal
one ; that as a matter of fact, in the case in question,
_ & positive agreement had been firmly arrived at, by
which the Cuban proposal, read at the meeting at
the Hotel Biltmore, had been accepted, that is to say,
that only a ‘“Gentleman’s Agreement’’ had been
made. Events, with their sincerity and indiscretions,
have, in the course of years, proved that in connexion
with the said pact there might have been anything
else, but certainly not a gentleman’s agreement.
Nevertheless, the producers and Government of Cuba
accepted the pact, and with the generosity and good
faith which always characterized their dealings
throughout this long economic and political process,
they set out to fulfil loyally the obligations which
they had undertaken, including the second part of the
programme, that is, the steps to arrive at an inter-
national sugar stabilization agreement.
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CHAPTER VIIL

The Brussels International Agreement of May o,
1931.

I.—PRELIMINARIES.

When the Cuban-American Committee of New.
York, as a part of its extensive programme, began
the study of an international agreement of producing’
countries or between the producers of the different
countries, taking as a basis the work which had
previously been done, and especially that of the
Brussels conference of 1929, they found that the’
“picture had changed considerably, and that the world
sugar situation had been complicated by a phenomenon,
which had been foreseen, as shown by the clauses of
the draft agreement of Paris, but now greatly aggra-
vated, that is, an accumulation of exaggerated
surplus stocks in nearly all the exporting countries.
This fact required a special and energetic treatment.
The Committee came to the conclusion that the most
effective manner of solving this problem and preventing
greater harm to the world market, was to segregate
those surpluses for the time being, in order to export
them, in proportionate parts, over a period of five
years. This was the essential feature which the
Committee added to the draft Agreement approved at
Brussels in 1929.

And thus, with a complete plan of action, and
after reaching the Gentleman’s Agreement with the
producers who supplied the American market, the
New York Committee transferred its activities to
Havana in order to take the necessary steps to put
the plan into effect, while preparing the way at the
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same time for the international conference with the
other producing countries. Once in Havana, extensive
and labourious activities were carried om’ by the
Committee to convince the Government and persuade
the Cuban Congress of the benefits of their vast plan,
and, conmsequently, to obtain the approval of the
hecessary legal measures for putting it into practice.

The essential points of the careful study which was
made at that time were :—

(1) To segregate the surplus existing in Cuba, up
to 1,500,000 tons of sugar, by means of an issue of

‘Bonds guaranteed by the sugars themselves, by a tax
.on each bag of sugar produced in the future, and,
subsidiarily, by the Government.

(2) Said sugar to be exported in a period of five

: years in equal proportionate parts.

(3) To fix the exports to the United States in
accordance with the Gentleman’s Agreement made
with the producers who supplied the American market. .

(4) To give authority to make international agree-
ments, in which the exports to countries other than
the United States would be fixed, and the future
total crops of Cuba consequently determined.

(5) To create an Organization entrusted with the
execution of the above measures.

In the course of their deliberations, some members
of the Cuban Congress, among them the author of
this book, advocated concretely and insistently :—

(1) that no part of the plan, and especially the
segregation of the 1,500,000 tons of sugar, should be
carried out, until the International Agreement had
been concluded, at any rate in principle, since, if
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Cuba took those steps beforehand, she would have
much less liberty of action when the moment for
negotiations arrived. It should be stated that at that
time it seemed as though the Agreement between the
producing countries could be reached more rapidly
than afterwards proved to be the case, since, at last,
the Java producers had replied to the President
of the Brussels Conference of exporting countries
of 1929, that they were prepared to enter an Inter-
national Agreement, and there were also reports leading
to the belief that the producers of Peru would also
adhere ; and '

(2) that in order to apply the above point of view,
and on account of the complete conviction of the
inefficacy of isolated restrictions, the proposed legis-
lation should not authorize such restrictions, but
should establish, in a definite and clear manner, that
restrictions could only be made in Cuba as a con-
sequence of stabilizing international agreements, in
which the other producing countries undertook their
respective part of the sacrifice.

The debate was so intense that the sugar world
took note of it, and an important technical periodical
of London, the Iniernational Sugar Journal, stated
in, its issue of December, 1929, that : * Mr. GUTIERREZ
is reported to have demurred strongly to the condition
that the Cuban crop should be further restricted in
amount, but Mr. CEADBOURNE and his advisers appear
to have been adamant.”

In fact, the enthusiasms of the New York Com-
mittee, that is of Mr. CHADBOURNE and his Cuban-
American sugar advisers, overcame the objections, and
finally convinced, first of all, the Executive, and
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afterwards the Congress, to give their approval to
their general Plan, with provision for the immediate
application of its measures, and to enact the legis-
lation necessary to carry it out. We should state here,
in justification of the work of the Committee, that
the universal sentiment at that moment was synthetized
in the following words of an editorial of the International
Sugar Journal : * It was evidently realized that with
the rejection of the Chadbourne plan, the chances of
any other means cropping up to save Cuba financially
and economically were very small.”

Approval of the plan having been obtained,
President MacHADO issued his initial proclamation of
October 15th, 1930, regarding the announcement of
the plan and the invitation which was made to the
holders of sugar in Cuba to contribute voluntarily in
order to make up the total of 1,500,000 tons recom-
mended. The principal paragraphs of that procla-
mation were the following :—

“The present situation of the sugar industry in
““our Republic calls for prompt action and on this
“ industry depends, directly or indirectly, 80 per cent.
“ of the people.

““ There exists at this moment in Cuba, 2,200,000
“tons of sugar of the crop of 1929-30, according to
“ the most approximate estimates which can be made.
“The actual value in the market of these stocks of
“sugar is below 1 cent per Ib. in the warehouses
“of the mills, which is certainly, less than one-half
“its cost of production.

“ There do not seem to be any possibilities, under
“ present conditions, to sell any considerable part of
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“ said stocks before the beginning of the coming crop,
““ except at ruinous prices.

“This sugar in the hands of many owners con-
“ stitutes a menace to the coming crop and to the
“ future prosperity of the Republic, since it would
“have to be sold in competition with the sugars of
“ the next crop, which would cause the prices for
“next year to fall to a level which would make it
““ impossible for many mills to continue operation, and,
‘“ as a consequence, a large number of labourers would
‘“remain unemployed, bringing about great economic
“ hardship to the inhabitants of the Republic and
“to the foreign interests which have invested their
« capital in Cuba in this industry.

““ It is necessary to take immediately drastic action
“ to improve the situation. In this connexion there
“is no need to point out the great interest which
“my Government has always shown in solving the
“ economic problems created in the Republic by the
“ sugar situation, by consulting the opinions and the
“ wishes of the producers in each case.

“In view of that situation, the immense majority
““ of the producers have expressed to me their desire
‘ that an improvement be brought about by segregating
““the excess sugar existing in Cuba, and for this
“reason I consider that the time has arrived to make
““an appeal to the patriotism of the Cuban producers,
“and to the goodwill of the foreign interests which
“have given me their support in the past, in order
“ that they co-operate with me voluntarily to put an
“end to the present state of things.

** I am convinced that it is necessary that 1,500,000
“tons of the sugars at present in Cuba should be
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“ segregated and placed in the hands of a single
“ organization.

*‘ This organization will ‘dispose of the segregated
“ sugars on the market in an orderly manner during
“ & period of time, which shall not exceed five years,
“and, as far as possible, in new markets or for appli-
* cation to mew uses, in order to prevent them from
* affecting the price of the future crops. Moreover,
* by doing this, effect is given to the proposal recently
* made by Cuba in a conference of sugar producers of
“ the United States, Puerto Rico and the Philippines,
“{or the purpose of stabilizing the sugar industry.

“ Consequently, I appeal to you in this situation
“of emergency to contribute with all your sugars
“in accordance with the plan which will shortly be
‘ outlined.”

Subsequently, on the 23rd of October, 1930, he
sent & message to Congress (number xxxiv), in which
he requested the legislation adequate to carry out the
plan precisely as it had been proposed by the Cuban-
American Committee of New York.

On the 24th of October he issued Decree No, 1414,
by which, in view of the fact that in response to his
previous proclamation, 800,000 tons of sugar had been
voluntarily contributed up to that date, he provided
for taking the indispensable measures, of a provisional
nature, to assure the effectiveness of the proposed
segregation, until Congress should approve the general
legislation which he had requested. Finally, on the
15th November, 1930, the law approved by Congress,
substantially identical with that recommended by the
Committee, was promulgated, being known as the
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“ Sugar Stabilization Law.” This law formally assured
the execution of the vast plan of the Cuban-American
Committee of New York.

The application of the Sugar Stabilization Law
having commenced, a Delegation of Cuban and
American producers, of which Mr. TroMas L.
CHADBOURNE, and a representative of the Cuban
government. were members, went to Amsterdam and
Brussels, in November of 1930, where the negotiations
for an International Agreement of sugar producers
which had commenced in Brussels in June, 1929,
were resumed. '

II.—THE AGREEMENT,

Preliminary negotiations were carried on in
Amsterdam between the Cuban delegation and the
representatives of the Java producers. Both delega-
tions then went to Brussels, where the General
Conference took place attended by the delegates of
the following countries: Cuba, Java, Czechoslovakia,
Germany, Poland, Hungary, and Belgium.

We have always held the view, and we so stated at
the time, that at the preliminary conversations
at Amsterdam, the Cuban delegation, acting through a
majority of its members, committed a grave tactical
mistake, which affected the Agreement from its
beginning. This error consisted in leaving aside the
figures of production and exports used in the negoti-
ation of the Brussels Agreement of 1929, and presenting
new figures, much lower for Cuba, although justified
by the world sugar situation then existing, in the
belief that Java would imitate Cuba by adopting the
same. line of conduct. It is unnecessary to say that
Java accepted the change of position by Cuba, but
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only with respect to Cuba and not to Java, who, on
the contrary, continued to maintain her previous
attitude, already known by the correspondence which
had taken place, of demanding export quotas higher
than her previous real and effective exports, and so
exaggerated, in view of the smaller prospects which
the free markets already at that time offered, that
she was never able to reach them and they only
served to nullify the effects of the Agreement.

" This initial error having been committed, the
negotiations which were continued at Brussels, Berlin
and Paris, followed a slow and tedious course, but at
last culminated in the signing at Brussels, on May 9th,
1931, of the International Agreement of sugar pro-
ducers, duly authorized and supported by their
respective Governments, known as the ‘° Brussels
Agreement of 1931,” or ‘ Chadbourne Agreement,”’ in
honour of the able American lawyer, Mr. THOMAS L,
CHADBOURNE, who, in representation of the American
producers in Cuba and of the Cubans themselves,
negotiated, it. The Agreement was signed originally
by the countries mentioned above, and subsequently
Peru and Yugoslavia adhered to it.

All the efforts which were made during the period
of the negotiation of the Agreement and persistently
continued afterwards by the “ International Council,”
to bring the other producing countries and especially
the other exporting countries into the Agreement, had
no result, and its action was consequently confined to
a total of nine exporting countries.

The text of the Agreement is printed in full at
the end of thls book,
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The principal object of the Brussels Sugar Agree-
ment of 1931 was to stabilize world production of
sugar, bringing it into balance with consumption.
It was thought that this object would be attained
by associating the exporting countries in order to
limit their exports and, consequently, their production,
it being expected that the other producing countries,
which did not export, would co-operate by agreeing
not to become exporters; and by suppressing, by a
process of gradual elimination, the enormous surpluses
which had accumulated in the preceding years of
over-production, and preventing the accumulation of
new surpluses, It was thought that at the end of
the five years of its duration, in September, 1935, the
production and consumption of sugar in the world
would be balanced in a permanent manner,

It is not the writer’s purpose to make a detailed
critical study of the Agreement, but a simple exami.
nation of its terms and of the facts reveals the following
deficiencies :-—

(1) All the sugar producing countries, or even all
the sugar exporting countries, did not sign the Agree-
ment or adhere to it later or co-operate to its object.

(2) Most of the countries that participated in the
Agreement considered it as a means of obtaining
advantages and benefits, instead of looking upon it
as an equitable distribution of temporary sacrifices,
which would result afterwards in collective benefits ;
and, consequently, the export quotas of nearly all the
participants, instead of representing restrictions, con-
stituted the recognition of positive advantages.
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These fundamental deficiencies have been the real
causes of its admitted failure, since, as is known, the
countries which did not enter into the Agreement
continued to produce without hindrance and even
increased their production, especially the United States
and its Insular possessions, and parts of the British,
Empire ; and some who had entered into.the Agree-
ment, as they had high quotas, instead of contributing
to clear up the situation of the markets, by the effective
elimination of surplus sugars, proceeded, on the
contrary, to accumulate new surpluses.

To summarize : The experience of the Brussels
Agresment of 1931 proves very clearly the practical
failure of the theory of international stabilization
agreements, since it appears impossible to- conclude
them in such a way as to fulfil all the theoretical
conditions necessary, so that they may be useful and
effective. The most that has been achieved until
now in the world, in the case of other primary com-
modities as well as sugar, has been agreements of a
very imperfect character, due to the small number of
countries which have participated in them, and to
the evident lack of equity in their stipulations, which
has impaired their consistency. For this reason we
come to the conclusion, as a result of our studies and
observations, that the theory of international agree-
ments is a real economic Utopia.

95



CHAPTER VIII.

The Sugar Problem at the World Monetary and
Economic Conference. held in London in 1933.

The summoning of the World Monetary and
Economic Conference, in view of the preparatory work
done by the experts appointed by the League of
Nations and the favourable attitude of all countries,
gave rise to strong hopes that results would be reached
in regard to all sorts of economic difficulties which
confronted the world. The various countries made
preparations to submit to the Conference, in accord-
ance with the official programme, those problems
which directly affected them and were of such a
nature that they could be regarded as having a
universal interest.

For this reason, Cuba, which during the adminis-
tration of President MacHADO, from the year 1925,
had been taking the initiative in all the world efforts
to solve the sugar problem, considered that the
moment was an opportune one to transform the weak
and insufficient Brussels Agreement of 1931 into.
something useful and effective, by means of a new
international convention which, by correcting the
defects and deficiencies of that Agreement, would
assure, in a permanent and equitable manner, the
stabilization of world sugar production.

This idea was sponsored by the official body which
was entrusted with the technical direction of the
national sugar policy, the “Cuban Sugar Stabilization
Institute” (Instituto Cubano de Estabilizacion del
Azucar) which at a session held on 27th May, 1933,
made, among others, the following express recom-
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mendation to the State Department on general sugar
policy, in order that the Government should take it
into consideration in issuing the instructions to the
Cuban delegation :—

“That the share of the exporting countries in the
“ international markets should be maintained by
“means of a rectification of the policy of customs
“ barriers and subsidies, which has been prevailing
““ during recent years in the world with respect to the
“sugar industry, this policy to be replaced by a
‘“ gystem of international co-operation.”

The concrete ideas of the Cuban Institute were :—

The Brussels Agreement of 1931 had proved to
some extent useless for bringing about stabilization,
on account : (1) of the injustice with, which the export
quotas of some of the signatories and adherents had
been fixed ; (2) the evident exaggeration of some of
the quotas ; and (3) the non-adherence to the Agree-
ment of the other producing countries.

This deficiency—we said then—is an original
defect, which has up to the present prevented the
Agreement from reaching satisfactory results, and has
tended to bring about its definitive failure. If it is
desired to save it, for the benefit of the world sugar
industry, it is necessary, not only to rectify the export
quotas, but to adopt the following solution : to extend
it to the other producing countries, whether they are
exporters or not. If this could not be obtained, there
would still be another method which might be regarded
as a timid alternative : that all the producing countries
should agree to stop the increase of production for the
period of time considered necessary in order that the
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natural increase of world consumption should absorb
the accumulated surpluses and the current production.-

It is evident—we said—that this measure would
work with much greater efficacy and rapidity if at
the same time that it was adopted, the Brussels Agree-
men} were properly rectified and, better still, if it
were extended by the adherence to it of other countries.
However, the primary difficulty which arises in
attempting to carry out this solution is that of deter-
mining what figure should be taken to define the
present production of each country. We encounter
at this point all the difficulties which the Brussels
Agreement had to face in fixing the export quotas of
its adherents, and which then existed for rectifying
them in an equitable manner. .

Experience had shown that the fixing of specific
- production or export quotas, as a means of stabiliza-
tion, was almost an insoluble problem, since it was
very difficult to find a country which was prepared to
accept sacrifices by agreeing in an, effective manner to
the reductions which its maximum production or
exports had suffered ; the most that the majority of
countries would accept was a certain limitation, and
this only in words, since after the written phrase it
always happened that figures were given, sooner or
later, much higher than those corresponding to the
real position. -

For these reasons—we said—it is necessary to
find another method or form, for restraining the
growth of production, which should not be merely &
quota or a figure, and it seemed that the solution
could be found in the mechanical side of the sugar
industry, that is, in the factories. By preventing the

98



SUGAR AT THE WORLD ECONOMIC CONFERENCE

increase of the factories, in all possible ways, there is
no doubt that, after a eertain time, the increase of
production in each country would be stopped, which
implies, in the last analysis, the stabilization of the
industry, inasmuch as in a world in more or less
-normal conditions, there would always be a constant
increase in the consumption of sugar.

The Cuban Institute also considered that it was
necessary to rectify the prevailing policy by which
the production of sugar was being artificially stimu-
lated through the use of subsidies and tariffs, either
by abandoning this policy by gradual but sure stages,
or at least by putting a stop to its further development.
In short, what was definitely thought could be done
.was to maintain the status quo, both with respect to
production and to assistance and protection to the
industry, increasing neither the former nor the latter, .
In line with these ideas, the Cuban delegation at the
World Monetary and Economic Conference submitted
on June 20th, 1933, the following proposal, as a basis
for commencing the study of the sugar question :—
* Proposal in vegard to an Inter-Governmental Agreement for

stabilizing World Production of Sugar so as to mainiain the
equilibrium between World Supplies and Demand.

“1. In the section of the Draft Annotated Agenda dealing
with the * Organization of Production and Trade,” the Prepara-
tory Commission of Experts, after stating (page 31) that the
present world crisis has revealed profound disorganisation of
production and distribution, say : ‘We take the view that
concerted action by the Governments in selected fields . of
production and trade may be effective . . . . in the direction
of facilitating and regulating the efforts made by certain classed
of producers,’ and add (page 32) : ‘ some of us think that the
Governments might usefully take the opportunity of the coming
Conference to discuss the attitude they should adopt in regard
to these agreements.’
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2. In the case of Sugar an agreement between the pro-
ducers of seven principal exporting countries, representing at
the time about 45 per cent. of the world’s production, was
concluded at Brussels on May 9th, 1931. The extent of the
efforts made by these sugar exporting countries to bring about
an equilibrium between production and demand in the world’s
markets, may be judged from the fact that world production
has been reduced from 27,323,000 long tons in the crop year-
1929-30 (which was the year preceding the Brussels Agreement)
to 24,206,000 tons during the present year 1932-33, that is, by
3,117,000 tons. But the reduction actually made by the countries
now parties to the Brussels Agreement during this period of
time amounts to 6,617,000 tons, against which must however
be placed an increase by the countries outside the Agreement
of 3,600,000 tons. (Figures taken from Willett & Gray).

‘3. The parties who entered into the Agreement in Brussels
on May 9th, 1931, did not consider that their efforts to remedy
the over-production of sugar in the world could be more than
partially successful, unless they secured the co-operation of the
other important producing countries, and they therefore stated
the following in their Agreement (Article VII): ©The parties
have entered into this Agreement for the purpose of stabilizing
their industry and curing the difficulties with which it has
been faced. They expect other producing countries to co-operate
and many of those countries have evidenced their desire to
participate in the purposes of this Agreement. Therefore, the
Council (International Sugar Council) shall take steps to agree
a8 soon as practicable with the sugar industries not represented
by the parties to this Agreement, so that they may contribute
their share to the task of bringing about a better balance between
supply and consumption of sugar in the world.’

“4, The efforts made by the International Sugar Council to
reach agreements with the other sugar producing countries for
the stabilization of their production have however been on the
whole unsuccessful, for thus far only Peru and Yugoslavia have
adhered to the Brussels Agreement.

“5. Itistrue that certain other countrieshave taken measures,
private and governmental, to regulate their sugar production and
to eliminate or prevent the creation of surplus stocks, but the
net result, nevertheless, has been that in the course of the three
years during which the International Sugar Agreement has been
in force, those countries which are not parties to it have increased
their production by three and a half million tons.
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#8. The entire burden of restricting production so as to
bring it into equilibrium with world demand haa therefore fallen
upon the group of nine countries which are parties to the Brussels
Agreement, which group represents at present only slightly
more than 26 per cent. of the world’s total production. This
burden is both excessive and unfair. It involves carrying still
further the procesa of destruction of capital investment and of
technical organization and the displacement of labour in those
countries, simply that these same instruments of production
may be duplicated in other countries.

“ 7. From a world economic point of view—as has been well
expressed—it is unproductive and fruitless to create artificially
. an additional instrument of production alongside the existing
one, which has grown naturally and is fully competent to perform
ita task, with a view to forcing the existing one to a standstill
and rendering it worthless. The world does not gain by it and
the net balance is & loss. Consequently, as long as numerous
countriea continue to erect new sugar factories and to increase
the output of sugar, which is entirely superfluous in view of the
existing world production, & recovery of sugar prices will prove
exceedingly difficult.

“8. It is recognized that the present decline of the price
level of the basic agricultural products below costs of production
i8 destructive and should be remedied, and that when under
these conditions, ‘the further expansion of production in
primary commodities becomes & barrier to the recovery of
prices and the revival of trade, it should be checked.’r This
principle applies fully to the production of such a basic com-
modity as Sugar, which is of great economic importance to
the world.

‘9. The Monetary and Economic Conference offers the
opportunity to the Governments of the sugar producing countries
to discuss the attitude they should adopt in regard to the present
International Sugar Agreement to which nine countries are now
parties, and to consider what action they can take to assist the
efforta of the producers and Governments of those countries
to bring about a stabilization of the sugar production of the
. world so &8 to maintain the proper equilibriumn between world
supplies and demand.

To facilitate an agreement on this question, we append the
following outline of a Draft Convention :—

1 Resoluti bmitted to the Coaf: by tbe Inter 1 Ch
of Commerce,
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Whereas it is to the general interest to prevent the over
production of Sugar in the world, so as to maintain, as far a:
possible, a proper balance between the world’s supplies anc
demand, in order that prices may not descend to a level destruc.
tive to the industry, with a subsequent excessive price increase |

AnTicLE I,

The Contracting Parties agree, for a period of ten years:
(a) Not to start the construction of new sugar factories;

(b) Not to increase the effective productive capacity of
any of the factories now existing; and

(c) Not to rebuild the factories which on account of
having been totally or partially dismantled have ceased
to be active units of production.

ArTioLE IT.

No new subsidies, either direct or indirect, shall be granted
to the production or export of sugar by the Parties to this
Convention.

ArTIiOLE III.

No increase of the tariff duties on sugar, which shall raise
the existing tariff rate to more than 70 per cent. ad valorem,
shall be made by the Parties to this Convention during the
period up to the lst of September, 1935.

ArTIcLE IV.

The present Convention shall remain open for the signature
of all the States for a period of one year, but shall come inta
force as soon as it has been ratified by the following countries :
Union of South Africa; Germany; Argentine; Australia;
Austria ; Belgium ; Brazil ; United Kingdom ; Cuba ; Dominican
Republic ; Egypt ; United States of America ; France ; Hungary ;
British India; Italy; Japan; Mexico; Netherlands; Peru;
Poland ; Portugal Czechoslovakia ; '.l‘urkey ;3 Union of Sovxet
Socm.hst Republics ; Yugoslavia,

* London, June 19th, 1933. For the Cuban Delegation :
Dr, OresTES FERRARA, Senator VIRIATO GUTIERREE.'

This proposal marked the beginning of the work
of the Monetary and Economic Conference on the
sugar problem.
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The International Sugar Council, created by the
Brussels Agreement of 1931, had submitted to the
Economic Committee of the League cf Nations, on the
27th of March, 1933, as a preparatory document for
the Conference, a detailed Memorandum in which were
set forth * the aims and provisiond of the Inter-
national Sugar Agreement of 9th May, 1931, the results
attained thus far by the parties to the Agreement,
and the reason why they require the co-operation, of
the important sugar-producing countries outside the
Agreement, in their efforts to bring world sugar pro-
duction into line with world demands.” And as soon
as the proposal of the Cuban delegation was circulated,
the International Sugar Council, which had met in
London, gave special attention to it, and on the 27th
June, 1933, as g result of the study made by the
Council, the following official letter and draft of a
-Convention were submitted to the Conference :—

* London, 27th June, 1933.

The President, World Monetary and Economie Conference,
London.

DEAR SR :

“ The International Sugar Council refers to its letter of 27th
March, 1933, forwarding & Memorandum it had prepared for
‘the Monetary and Ecc ic Conf regarding the Sugar
situation.

“At its quarterly meeting yesterday and to-day:the Inter-
national Sugar Council re-examined the question and unanimously
agroed to recommend to the Monetary and Economic Conference
the conclusion of a Convention on the lines of the attached draft,
which it will be seen follows very closely the draft Convention
proposed to the Economic Committee of the Conference by the
Cuban Delegation on 19th June.’

“In forwarding this draft Convention to the Conference
for its consideration the International Sugar Council wishes
to emphasize the importance of the provisions of such a Con-
vention being put into force at the earliest possible date, to
ensure that the present situation should not be made worse by
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the construction of new sugar factories, the granting of new
subsidies or the increase of existing import duties above the
limit proposed.

‘“While the International Sugar Council has not included
in its draft an article enumerating the countries whose adherence
is desired, as was done in the case of the proposal of the Cuban
Delegation, it wishes to say that it considers it essential that
the Convention should receive a very general adherence.

“Very truly yours, Francis E. PoweLw, Chairman.
LucieN BEAUDUIN, Honorary President.”
Draft Convention submitted by the International
Sugar Council.
“ArticLE I.—The Contracting Parties agree for a period of
ten years: ’
* {a) not to start the construction of new sugar factories;

“ (b) that the total effective daily capacity of the sugar
* factories of each country shall be determined end
*“ may not be increased ;

“ (c) In determining this capacity factories which have been
‘“ totally or partially dismantled shall not be taken
* into account.

“ArTICLE II.—During the said period of 10 years no new
** subsidies, either direct or indirect, shall be granted to the
* production or export of sugar by the Parties to this Convention,

“ArTicLE ITI.—No increase of existing import duties shall
“be made by the Parties to this Convention during the period
“ of 10 years. An exception is made in respect of those Parties
“ whose import duties are less than 70 per cent. ad valorem,
“ who may increase their duties up to that limit."”

The II Sub-Commission (Co-ordinstion of Pro-
duction and Marketing) when it began to study the
primary commodities individually, commenced with
sugar and concretely with the Cuban proposal, at its
meeting held on the 27th of June, 1933.

The President of the Cuban Delegation, Dr. ORESTES
FERRARA, opened the debate with a vigorous exposi-
tion of facts and arguments, concluding with the
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following words : ‘“Cuba has taken the lead in inter-
national co-operation with respect to sugar; all that
she now asks is that further extensions of the sugar
industries shall not be made in the world, which is
now over-supplied. Cuba hopes that the sacrifices
made by the group of exporting countries will be
reinforced by the co-operation of the other producing
countries.”

The delegations of the following countries were in,
favour of the Cuban proposal : Holland, Peru, Germany,
Poland, Czechoslovakia, Belgium, Portugal, Switzer-
land, Italy and Brazil. The British-Indian delegation:
made objections to some of the articles and accepted
others. The United Kingdom delegation, speaking in
its three-fold character as an importing country, as
a home producer, and as a country with Colonjes which
were also producers, stated that they were in agree-
ment with the aims of the Cuban proposal of estab-

_ lishing a reasonable equilibrium between world pro-
duction and consumption of sugar, which was in line
with the policy which the British Government recom-
mended and desired to follow, but that in view of the
special circumstances of the United Kingdom, they
preferred that the rigid system set forth in the Cuban
proposal should be modified by a more flexible one,
in order that each country might be free to adopt the
means which it considered most suitable, in accordance
with its internal administrative situation, for attaining
the common object. Concretely, the United Kingdom
delegation added that they preferred to return to the
system of fixing quotas for national and colonial
production or exports, on which system they believed
an international sugar convention could be constructed.
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The immediate consequence of this debate was the
appointment of a special Sub-Committee to study
exclusively the problem, of sugar, and an exchange of
views between the United Kingdom and Cuban
delegations, in which an agreement with regard to
procedure was reached, namely, that the indirect
method of mechanical limitation of the industry,
suggested by Cuba and accepted by the International
Sugar Council, should be left aside and the direct
method of quantitative limitation of exports and
production (leaving each country free to carry out the
limitation determined upon in the form and manner
which it considered most suitable), should be taken
up instead.

There can be no question that this latter method
is the most logical one for obtaining stabilization, but
the experiences of the previous international confer-
ences and particularly that of the Brussels Agreement
of 1931, had fully shown us that it was the most
difficult ore for arriving at an international agreement.

The United Kingdom delegation circulated a state-
ment of their points of view and of the alternative
method which they suggested, the text of which is
as follows :—

OBSERVATIONS BY THE UNiTED KINGDOM DELEGATION ON THE
PROPOSALS FOR BTABILISING WORLD PRODUCTION
OF SUGAR.

1. The Cuban delegation have submitted to the Economic
Commission & memorandum (Conf. M.E./C.E.14) indicating the
desirability of international action, supplementing the action
already taken by the principal exporting countries to stabilize
world production of sugar; and have annexed to the memor-
andum the draft of a Convention intended to achieve that
object. This proposal has been supported by the International
Sugar Council which has submitted an alternative draft Con-
vention differing only in detail from the Cuban draft (document
Conf. M.E./C.E.35).
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2. Bir Panur CoNLFE-LISTER has already indicated at
the meeting of Sub-Commission IT of the Economic Commission
on June 28th, the general attitude of the United Kingdom
delegation. Interested as an important consumer of sugar and
a8 a producer both in the United Kingdom and in its Colonies,
the United Kingdom regards with sympathy the object of
securing and maintaining an equilibrium of supply and demand,
which is in accordance with the general policy the United
Kingdom Government have recommended and desire to follow.
In practice both in home and Colonial production there has
been no attempt to stimulate an increase in production sincs
the Chadbourne scheme came into operation. And the partiee
to that scheme will readily admit that the scheme has been in
no way prejudiced by the volume of such production. The
United Kingdom Delegation desire to see the Chadbourne scheme
continued ; and they are anxious o co-operate on the lines
indicated by Sir Panre CoNLI¥FE-LISTER in his speech. The
United Kingdom Delegation are however unable to give that
support in the particular manner proposed in the Draft Con-
ventions, and from the discussion that has taken place, it has
been gathered that while there is general sympathy with the
object of the proposal the delegates of other countries are willing
to consider alternative methods of securing it. Accordingly
the United Kingdom Delegation conceive that it may be useful
to circulate a statement of the reasons for their attitude and a
suggestion for an alternative method of securing the desired
equilibrium.

3. The present position of the world sugar industry, as
understood by the United Kingdom delegation, is as follows.
Mainly owing to the action taken, and the sacrifices borne, by
the signatories to the International Sugar Agreement of 8th
May, 1931 (the Chadbourne Agreement) an equilibrium has
been reached between production and consumption and there is
moreover & reasonable prospect of a substantial diminution of
the excees sugar stocks in the next year or two. The continued
maintenance of equilibrium and the disposal of stocks is, however,
endangered by the possibility of increased production by
countries, whether exporteras or importers of sugar, which are
not parties to the Chadbourne Agreement. The fundamental
object of any scheme to be adopted must, therefore, be to limit
such expansion of production. The proposal of the Cuban
delegation and the International Sugar Council seeks to limit
such expansion by preventing s—

(§) additions to existing factory capacity, either by the
erection of new factories or the improvement of old ones ; and
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(#s) the further stimulation of production by Government assist-
ance whether by way of subsidies or tariffs.

4. Bearing in mind the ‘“Conditions of Co-ordination of
Production and Marketing” approved by Sub-Commission II
of the Economic Commission (document Conf. M.E./C.E.33) the
United Kingdom delegation have the following ecriticisms of
these proposals to offer :—

(s) the prevention of the increase of factory capacity, par-
ticularly improvements to existing factories, might present
serious administrative difficulties in countries where sugar
production is carried on in many small factories or mills and
is not concentrated in large units. Without any question of
bad faith arising, disputes might well take place as to whether
any particular country was carrying out this obligation. Itis
doubtful, therefore, if the scheme complies with condition 3 (e).

(is) if new factories cannot be built and old ones cannot be
increased in capacity, improvements in the efficiency of the
industry, which might require an amalgamation of factories
or geographical re-distribution of the industry within any
national area, would be prevented ; and the scheme accordingly
conflicts with conditions 3 (k).

(¢%¢) More important still, the scheme may not secure the
desired object of effectively regulating production. Reference
has been made in the course of discussion to the existence of
large unused manufacturing capacity in the world and the
leader of the Cuban delegation estimated the total existing
factory capacity at 38,000,000 tons of sugar per annum. A
large part of the at present unused capacity is in the ‘“‘Chad-
bourne” countries, and the United Kingdom delegation assume
that, if a Convention of the nature proposed were concluded,
the Chadbourne agreement would be continued for a corres-
ponding period ; but it would still be possible for other countries
to utilize such unused factory capacity as they possess. The
expansion of production which might thus take place without
any infringement of the suggested convention might well be
sufficient to upset the equilibrium of production and consumption.

(iv) As regards the provisions suggested relating to subsidies
and tariffs, it has already been stated that the United Kingdom
do not contemplate any substantial increade in sugar production
either in the United Kingdom or the Crown Colonies and they
have no intention of adopting new measures designed to stimu-
ate an expansion in these fields ; but, granted that policy, the
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United Kingdom Government feel it necessary to remain free
to decide, in cin st hich may arise from time to time,
on the best method of securing the maintenance of production
in thoee territories, if it should be deemed desirable. Moreover,
a8 regards tariffs the important duties on sugar are an important
source of revenue in the United Kingdom as no doubt in other
countries, and the United Kingdom Government consider it
essential to remain free to decide what rate of duty may be
desirable for purely revenue reasons.

5. The United Kingdom delegation feel that some or all
of these difficulties, and perhaps others which do not arise in
their own case, must apply in many other countries and they
accordingly doubt whether the proposed convention would be
an effective instrument, for the purpose desired. They suggest
that a more direct method of approach would be preferable and
that instead of seeking a limitation of output by indirect means,
the sugar-producing countries not parties to the Chadbourne
Agreement should be asked to limit guantitatively their pro-
duction or export, as may be appropriate. If that were agreed
it would rest with the countries concerned to effect the agreed
limitation of their output in any manner they thought desirable 3
some might adopt the sch of pr ting increases of factory
capacity, others might effect their object by reducing or limiting
subsidies or other Government essistance; but it would be
unnecessary for provisions on these subjects to be laid down in
an international agreement. This plan would therefore give
both greater security of results and greater flexibility in its
operation in individual countries.

8. The United Kingdom delegation have already intimated
their willingness to limit the production of sugar in the United
Kingdom and the exports of sugar from the British Colonies,
provided that satisfactory steps in & similar direction are taken
by all the principal sugar-producing countries. They do not
wish at this stage to put forward the draft of any formal instru-
ment; but the plan which they envisage would involve the
following :—

(a) for countries (e.g. the United Kingdom) which produce
some sugar but import a substantial part of their require-
ments an undertaking to limit home production; (in
the Br_itish Colonies, which sell all their exports within
the B.ntiah Empire, the regulation would take the form
of a limitation of export, not of output) ;
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(b) for countries which produce substantially enough for
their own consumption, but do not normally export, an
undertaking not to expand production beyond the
requirements of the home market and not to export ;

(c) for exporting countries not already parties to the Chad-
bourne Agreement, an undertaking not to increase their
exports of sugar above their present level ;

(d) for the “Chadbourne countries” an undertaking to con-
tinue & limitation of export and production on the lines
of the Chadbourne Agreement during the currency of
the new scheme ;

(e) for countries which at present produce no sugar, an
undertaking not to stimulate the commencement of
production artificially.”

T'he Special Sub-Committee on Sugar entrusted the
International Sugar Council, which as stated above was
holding a meeting in London, with the task of carrying
on, with the assistance of the United Kingdom dele-
-gation, the detailed negotiations with each one of the
countries concerned.

The work of the Council comprised two principal
points : (1) that those countries which did not form
part of the Brussels Agreement should assume the
obligations which were respectively set forth in the
above classification ; and (2) that the countries par-
ticipating in the Brussels Agreement should undertake
to continue the limitation of their exports, and the
restriction of their production, on the lines of the
Brussels Agreement during a further period of three
years, after its termination,

As regards the first point, after communicating in
writing or by personal interviews with the delegations
of forty-two countries, the Council submitted an
extensive report of the replies obtained, the result of
which was that some countries expressed a willingness
to co-operate in a more or less satisfactory manner ;
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others entirely refused to participate, and yet others
abstained from giving a categorical reply on account
of lack of specific instructions from their respective
governments, which they promised to request. The
fow replies which were subsequently received, when the
Conference had adjourned, were nearly all negative
in substance,

With respect to the second point, the International
Sugar Council followed a course in its deliberations
which seemed to us mistaken. As a matter of fact,
the Cuban Sugar Stabilization Institute, the genuine
representation of the Cuban sugar industry, had been
clamouring, from the beginning of the operation of
the Brussels Agreement, that the fixing of the quotas
of the participants was inequitable, and especially that
the quotas assigned to Cuba lacked a just basis; and
this was so evident, that her demands produced, as
early as December, 1932, a rectification of the quotas
which, while remedying to some extent the injustice,
never completely satisfied the Cuban point of view.

When (at the meeting of the Council held in London
on June 26th and 27th, 1933) the representation of
the Institute explained the reason for, and the object
of, the proposal which the Cuban delegation had just
submitted to the Monetary and Economic Conference,
it set forth very clearly that it was the inequity of
the Cuban quota, the disproportion of some of the
others, and the difficulties of fully correcting these
defects which had made it secem advisable to choose
a different system as a basis for a stabilization agree-
ment, as the Cuban representation was convinced that
if the same criterion prevailed, an effective world
arrangement could never be made, since Cuba would
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be the first country that would not accept it, unless
its deficiencies were remedied. Nevertheless, in spite
of these statements and warnings, the International -
Sugar Council sought to secure an agreement from
all the participating countries to extend the Brussels -
Agreement for three years longer, in its existing form,
which was equivalent to maintaining the inequality
and disproportions which had been repeatedly de-
nounced. This was a grave tactical error.

+ The Cuban Institute on that occasion maintained
its well.known attitude that a rectification was
necessary, and, in its desire to facilitate solutions,
proposed concretely that the quotas should be rectified,
as & first step, in extending the Brussels Agreement.
Some of the other participants, believing that by a
clever manipulation, of the negotiations in the Inter-
national Council, Cuba could be kept in her dis-
advantageous position for a further three years, did
not pay due attention to the observations and proposal
of the Cuban Institute, and in their evident desire to
delay the negotiations in order to attain their object,
they allowed precious time for the success of a world
sugar stabilization convention to transpire.

The final report of the International Sugar Council
to the Conference, submitted on the 18th of July, 1933,
simply stated, without making other suggestions, that
it had not been possible till then, to reach an agree-
ment to extend the Brussels Agreement. - Before this
communication was sent, the Cuban delegation, in a
last and sincere effort to save the work done at the
Conference, submitted to the II Sub-Commission (on
“Co-ordination of Production and Marketing’), on
July 14th, 1933, the following :—
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PrOPOSAL OF NEW BASES INTRODUCED BY THE
CUBAN DELEGATION TOWARDS A CONVENTION ¥OrR REGULATING
THE PropUCTION AND ExPORT OF SUGAR.

. The Cuban delegation, taking due account of the observations
offered by the delegates of the convened countries, before the
Economic Committee and the Sugar-Sub-Committee, as well as
during the discussions with the members of the International
Bugar Council, has the honour of presenting several new bases
for a Convention tending to regulate the production and export
of sugar.

The Cuban delegation suggests that, these bases in their

ensemble once having been disciissed before the Sugar Sub-

C ittee, they should be sent to a drafting committee for final

discussion, which committee shall take into consideration any

other observations that might be submitted, providing the same

‘are not in opposition to the spirit of the Convention.

Base 1.

{a) The Parties to this Convention whose sugar industries
are parties to the International Sugar Agreement concluded at
Brussels on May 9th, 1931, namely : Germany, Belgium, Cuba,
Hungary, Netherlands (for Java), Peru, Poland, Czechoslovakia,
and Yugoslavia, undertake to regulate, in their respective
countries the exports and production of sugar in accordance
with the provisions of the said Agreement, the text of which
shall be annexed to the present Convention.

() The Resolutions of the International Sugar Council
adopted on December 2nd, 1932, which re-arranged certain
export quotas for the years 1932-33, 1933-34 and 1934-35 and
modified the price levels fixed in Article V of the Agreement of
May 9th, 1931, shall be regarded as a part of the said Agree-
ment and the text of the said Resolution shall also be annexed
to the present Convention.

(c) Inasmuch as the Agreement of May 9th, 1931, terminates
on September 1st, 1935, it is hereby stipulated that the industri
‘which are parties thereto shell extend it for the period from
Beptember 1st, 1935, to August 31st, 1938, before the date on
which the present Convention comes into force.

(d) The industries which are parties to the Agreement of
May 9Oth, 1931, when extending the said Agreement, shall have
the right by acceptance of all the signatories thereto to re-gdjust
their respective annual export quotas mentioned in _Artxcle I
of the said Agreement, provided that the sum of the said quotas
shall not exceed the total fixed by the said Agreement of May
9th, 1931, as modified by the said Resolution of December
2nd, 1932. .
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Base II.

The Dominican Republic undertakes :—
to limit the exports of sugar from the Dominican Republic for
the first two years of the present Convention to the highest
quantity exported during either one of the calendar years 1931
or 1932.

In the succeeding three years it shall have the right to
export; the same quantity per year and also to increase the said
export quots under the same condition as applies to the quotas
of the parties mentioned in Article I when certain price levels
are reached.

The Dominican Republic shall have the right to export
during any year of the present Convention a quantity of sugar
approximately equivalent to the quantity imported in the same
year, in addition to the export quota above allowed, but the
total so exported during the five years of this Convention shall
not exceed the equivalent of the total quantity of sugar imported
during the said five-year period.

The form of legislation for limiting the said exports shall -
be determined with entire freedom by the Government of the
Dominican Republic, being a sufficient guarantee for complying
with this Convention, an export duty equivalent to twice the
value of the sugar in the world market.

Basg II1.

The Republic of Haiti undertakes :— .
not to export more than 10,000 tons of sugar per year during
the five-year period of this Convention. During the last three
years, it shall have the right to increase the said export quota
under the same conditions as apply to the quota of the parties
mentioned in Article I when certain price levels are reached.

The Republic of Haiti shall have the right to export during
any year of the present Convention a quantity of sugar approxi-
mately equivalent to the quantity imported in the same year,
in addition to the export quota above mentioned, but the total
80 exported during the five years of this Convention shall not
exceed the equivalent of the total quantity of sugar imported
during the said five-year period.

Bask 1V,
The Union of South Africa undertakes :—
that during the five-year period of this Convention exports from

South Africa during any year running from September lst to
31st August, shall be limited to 160,000 tons of 2,000 lbs.
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Basg V.
The Union of Soviet Socialist Republics undertakes :—

not to export yearly during the life of this Convention a quantity
of sugar superior to the amount exported by her during any
one of the three years previous to this Agreement.

Base VI,

The Parties to the present Convention, France, Italy, Japan,
Portugal, Spain, who produce in their respective national
territories or in their respective colonies, possessions or depend-
encies a sufficient quantity of sugar to supply their own respective
internal consumption, but who do not pormally export said
sugars, undertake for a period of five years to limit their res-
pective production to their individual requirements and not
to export sugar.

Said Parties shall however have the right to export during
any year of the present Convention a quantity of sugar approxi-
mately equivalent to the quantity imported in the same year,
- but the total so exported during the five years of the Convention
shall not exceed the equivalent of the total quantity of sugar
imported ‘during said five-year period.

Base VIIL.
The United States of America undertakes :—

for a period of five years to limit the total combined production
of sugar in the Continental United States and in the Territories
of Hawaii, Puerto Rico, the Philippine Islands and the Virgin
Islands to an amount not exceeding the total combined pro-
duction of said Continental United States and the aforementioned
Territories in either one of the two crop years 1931-32 or 1932-33.

The production provided for above may be increased during
the last three years of the present Convention by not more than
three per cent. each year.

Base VIIL
The United Kingdom undertakes :—

{1) To limit the amount of home-grown sugar assisted by direct
Exchequer subsidies to the following quantity, per year, namely,
for the years 1933-34 to 1937-38 : 500,000 metric tons.

(2) To limit the total quantity of sugar exported from the
British Crown Colonies, namely : Trinidad, Barbados, Jamaica,
Antigus, 8t. Kitts, Other British West Indies, British ‘Guiana,
Mauritius, and Fiji Islands, to the following :—
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: for the first and second year of this Convention 842,000 long tons

for the third year 878 000 long tons
for the fourth year 914,000 long tons
for the fifth year 950,000 long tons

As regards Mauritius, Fiji Islands and British Guiana, the
first year should be 1st July, 1933, to June 30th, 1934, and as
regards the other Colonies, it should be the calendar year 1934.

Base IX
Australia undertakes :—

up to the 31st of August, 1936, this being the date of the expiring
of the present Arrangements under the Australian Sugar Agree-
ment Act of 1932, to limit exports to the maximum annual
production of 611,688 tons permissible under that Act, less home
consumption for the year in question. As regards the period
1st September, 1936, to 31lst August, 1938, the Australian
Government undertakes to consult the Parties to the Inter-
national Sugar Agreemnet of May 9th, 1931, mentioned in
Article I of this Convention, the United Kingdom and the
British Dominions, before taking any legislative measures as
regards sugar production in Australia.

Base X.
India undertakes :—

not to export sugar, except to the boundary land States and
not to give further impulse to her sugar production as soon as
the factories already planned are built.

Base XI.

The signatory Parties not specially mentioned in the Articles
of the present Convention undertake, for the duration of this
Convention, not to increase their respective production of sugar
above the quantity which they have respectively produced in
any one of the two crop years 1931-32 or 1932-33.

Base XII.

Each State when ratifying the present Convention shall
forward a statement of the production of sugar in its territory
during the last two years preceding the date when the present
Convention comes into effect. Should any other signatory State,
or the International Sugar Council, find a reason for controversy
in any of said statements, a request shall be made to the Economic
Committee of the League of Nations to settle the divergency
which has arisen, if the State in question is & ber of the
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League of Nations ; and in case it should not be & member and .
should not wish the question to be decided by said Economic
Committes, then an arbitration by experts shall be arranged
by common agreement.

ORESTES FERRARA, President of the Cuban delegation.”

At this time, the Monetary and Economic Confer-
ence was approaching its end in an atmosphere of
discouragement. The Sub-Committee on Sugar put
an end to its new efforts on behalf of an international
stabilization agreement, by adopting the following
resolution on July 19th, 1933, which it submitted to
Sub-Commission II :—

“ The Sub-Committee on Sugar, after taking note
“of the Report submitted to it by the International
* Sugar Council on the results of the megotiations
“ pursued up to the present with the various (countries)
“ exporters and importers of sugar, thanks the Council
*“for that Report and expresses the opinion that in
“ view of these results the possibility of concluding a
*“ general agreement on the production and marketing
“ of sugar might be considered.

“ It requests the Bureau of the Commission to keep
“in touch with the International Sugar Council and
“to take the steps mecessary for the continuation of
‘“ negotiations with the countries concerned, in
* particular with a view to obtaining replies, as soon
“ as possible, from the countries whose attitude it has
“ not so far been possible to ascertain.

“ It will be for the Bureau of the Conference, when
* it thinks it expedient, to summon a further meeting
“of the countries concerned in order to bring about
“the conclusion of a general agreement.”
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This resolution was approved on the following day
by the Economic Commission, and consequently sugar
figured in the list of subjects on which the Conference
expected that work would continue.

At this point it seems pertinent to recall the words
with which the President of the Cuban delegation,
Dr. OresTES FERRARA, replied to certain observations
of the British Minister, Sir ParLir CUNLIFFE-LISTER :
* In ancient times the victims were sent to execution
wearing wreaths of flowers. The British Delegate has
been more amiable with respect to the Cuban pro-
posal.” That was all that the Sub-Committee on Sugar
and the Economic Commission could do with the
proposed world Sugar Convention : “Send it with
flowers to eternal rest.”

In a confidential letter which we wrote to the
President of Cuba on July 23rd, 1933, we said : “ The
World Monetary and Economic Conference, with
regard to sugar as with respect to other matters which
it has studied, has not reached effective conclusions.
Whether the time was lost or not, is a matter of personal
opinion, but we have learnt this truth : that there is
no possibility of arriving at a world sugar agreement
useful for countries which, like Cuba, produce sugar
for export.”
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The Preliminary Sugar Conference held in London,
March, 1934.

In order to continue the discussions begun at the
World Monetary ‘and Economic Conference, at the
request of the International Sugar Coungcil, a Confer-
ence was called of representatives of the Governments
of the countries parties to the Brussels Agreement,
and of the United Kingdom and the United States of
America. This conference was held in London from
the 4th to the 10th of March, 1934, and the head of
the British delegation, Lord PrLymouTH, was elected
Chairman. The only country among those invited
that did not attend was Germany.

At this meeting, the United Kingdom delegation
stated that their Government were prepared : (a) to
limjt the quantity of beet sugar produced in the
United Kingdom which was assisted by a direct Treasury
subsidy to an amount based on the existing production,
plus a margin to allow for greater efficiency in the
production of beets, and (b), to stabilize the exports
of the British Colonies, during two years, to their
existing level of 850,000 tons, and to limit them during
the three succeeding years to 878,000, 914,000 and

950,000 tons, respectively.

The United States delegation stated that their
Government regarded with sympathy an international
agreement to obtain a better co-ordination of the.
production and marketing of sugar in the world, but
that as long as the legislation on sugar then pending
in the United States was not passed, they could not
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assume any international obligation. With respect to
the Philippine Islands they stated, that inasmuch as
there were surplus stocks of sugar in those Islands, the
amount of which could not exactly be determined, it
would be necessary, in their opinion, to sell it in the
world markets, but that when this surplus had been
disposed of, an effort would be made to limit the
production of said Islands so that it would correspond
only to the quantities required for exports to the
United States and home consumption.

The British delegation maintained, in the course
of the discussions, that no international agreement
would be effective if it was not based on the real
requirements of the markets which were available to
the exporting countries, and that, consequently, the
total quotas of the countries which adhered to the
Convention could not exceed the real demands of the
free markets. The resolution which the Conference
adopted on this point was as follows :—

“If an international Convention for the co-
‘“ ordination of production and marketing of sugar is
““ concluded, and as from the date of the coming into
*“ force of that Convention, the export quotas which
““ shall be allotted to each of the countries parties to
“the Brussels Agreement of 1931 shall not in the
“ aggregate, whatever the distribution of these quotas
‘““may be within said Agreement, exceed the total of
““ the real demand on the international market at that
‘“ moment, this total being estimated on the basis of
““ the statistical situation of the previous twelve
“ months.

“If quotas have been previously established in
“such a way, that they exceed in the aggregate the
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“ rea] demand of the international market, these quotas
“shall be reduced proportionally until equilibrium
* between supply and demand is reached.

“8Should the countries parties to the Brussels
¢ Agreement fail at any moment during the currency
“of the Convention, to agree among themselves, so
“that inordinate competition ensues on the inter-
“ national market, thereby endangering the object of
“ the Convention (i.e., the raising of world prices), the
“ countries parties to that Convention, which are not
“ members of the Brussels Agreement, shall no longer
“be bound by the provisions of the Convention.”

When the question, whether the countries parties
to the Brussels Agreement could reach an agreement
among themselves in regard to the distribution of the
available world market, was examined, the delegations
of Belgium, Czechoslovakia, Cuba, Hungary, Peru,
Poland and Yugoslavia stated that in their opinion it
was possible to reach such an agreement. The Nether-
lands delegation (for Java), on the contrary, stated
that they did not see any hope of arriving at such a
agreement. In view of this situation, the Chairman of
the Conference considered that it was useless to
continue the discussions for the time being, and the
Conference ended, after passing a resolution that the
Bureau of the Monetary and Economic Conference,
and Lord PrLymouTH, as Chairman of the meeting,
* should continue to watch the sitmation carefully,”
and the latter expressed himself “willing at any time
“to consider communications which might be made
“ to him, and to recommend appropriate further action,
““if at any time it appeared to him that the following
* two conditions werefulfilled : (1) that the pending legis-
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‘“ lation on sugar had been passed by the United States
* Congress ; and (2) that as a result of further negoti-
¢ ations, or any new developments, there appeared to
“be a real prospect of agreement on the divisicn of
““ quotas among the countries parties to the Brussels
“ Agreement after the coming into operation of a
‘“ general world Convention.”

The points of view of the various countries rep-
resented at the Conference were set forth in separate
written statements. The Netherlands delegation stated
that they considered acceptable for Java only an
arrangement which would permit her to export more
sugar than she had shipped during either one of the
last two years (that is, April to March, 1932-33 and
1933-34), explaining that this would be possible, in
spite of the shrinkage which had taken place in the
free markets, if (a) the protected European beet
exporting countries abstained from exporting sugar
until the capacity of the free markets should materi-
ally increase ; and (b), Cuba, Peru and the other
countries not included in paragraph (a), which supplied
said markets, were willing to accept a percentage of
the supply of said markets equal to that which they
had in the years preceding the Brussels Agreement
of 1931. The Netherlands delegation also maintained
that the only effective means of stabilizing world sugar
production was to attack the evil at its source, that
is, to reduce protection, as was done in 1902, in the
old Brussels Convention. A study of this question
was also recommended by the delegations of the
United States, Belgium and Peru.

The view advanced by Java that the European
countries should abstain from exporting sugar as long
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a8 the demands of the free markets did not substanti-
ally increase was, of course, rejected by said countries ;
they requested, on the contrary, that in any division
of the free markets at present available, they should
be allotted the same percentage of exports as they
had in the Brussels Agreement of 1931,

The Cuban delegation, in two statements, main-
tained among other points of view that the countries
parties to the Brussels Agreement had already as a
group made great sacrifices, and consequently it could
not be expected that they should now make additional
sacrifices ; that the co-operation in an effective manner
of the countries outside said Agreement was very
necessary to establish the equilibrium between supplies
and demand in the free markets; that the essential
object of the proposed Convention should be the
raising of prices to a reasonable level ; and that it
was vital for Cuba to maintain her present volume
of exports to the free markets, and pointed out that
the shrinkage which had taken place in the latter had
not occurred precisely in those markets to which Cuba
naturaliy and normally sold her sugar.

The Peruvian delegation stated that on account of
the geographical situation and special conditions of
the small number of factories which existed in Peru,
she could only make a very limited readjustment of
production, .

It is evident from the above summary that the
London Conference did mot mark a serious advance
toward the conclusion of a new world sugar agree-
“ment ; on the contrary, the difficulties and conflicting
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interests which it would be necessary to overcome or
reconcile were once more emphasized.

The negotiations which have been carried on
subsequently between the countries parties to the
Brussels Agreement of 1931, and the communications
which have taken place between the International Sugar
Council and Lorp PrYmMouTH have not resulted, up
to the present time, in any new action.

Note.—After writing the above and the final
chapter of this book, there has been an official state-
ment to Parliament by the British Government, on
July 30th, 1935, as to their future sugar policy, with
respect both to the Home Beet Industry, and to
possible international action. With regard to the
latter it says :—

“ IV.—The International Situation. 25. The Chad-
“ bourne Scheme of 1931, which was an attempt on
“ the part of the principal sugar exporting countries
“to improve market conditions by regulation of
“ exports, has failed in its main object and is due to
“ expire on the 1st September, 1935. Attempts have .
**been made to renew it on a firmer basis, but the
“ negotiations are believed to have reached a dead-
““lock. It has therefore been necessaryfor the Govern-
““ment to consider very carefully the international
“ situation as a part of the general review of sugar
“ policy upon which they have recently been engaged.

“26. With the world price of sugar at its present
“level, round about 4s. 6d. per cwt., it is safe to
“ assume that no country in the world can produce

124



L}
PRELIMINARY SUGAR CONFERENCE, 1934

“ gugar at a profit. The Government believe that the
¢ gugar-producing countries can only hope to set the
“ industry upon an economic basis by means of an
“ international agreement for the. adjustment of
“supplies to the requirements of the world market,
‘ gecompanied by the acceptance of the principle that
‘ State assistance, in whatever form, should every-
“ where be diminished as market conditions improve.

* Their own domestic policy, as indicated in the
“ firet part of this memorandum, is in full accordance
“ with this view. They now propose to invite the
* Governments of the sugar-exporting Dominions and
“ Colonies to examine with them the possibility of a
* joint endeavour to reopen international negotiations
* if it should appear that there is a reasonable prospect
“ of a successful jssue thereto.”
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CHAPTER X.
The Present Situation of the Sugar Problem.

Upon the termination this year, 1935, of the Brussels
Agreement of 1931, the sugar problem will still remain
unsolved.

The prices of sugar in the free markets remain at
levels very much below the costs of production ; the
industry of the exporting countries continues in very
distressing economic conditions, and there are still
States which persist in developing, by artificial means,

anti-economic and disturbing additional production.
" However, in spite of this adverse objective reality,
the general sugar situation presents a less alarming
character than five years ago, since the visible surpluses
accumulated, which were one of the gravest symptoms
in the past, have diminished considerably and it seems
probable that those which remain will be eliminated
in a short space of time, as a result of measures already
adopted, or now being applied ; and with respect to
effective world production, it is at present virtually
at a level with consumption.

In fact we understand that the underlying cause
of the present unfavourable price situation is now to
be found rather in the feelings of fear and lack of
confidence than in tangible factors, for it is true that
in each of the most important producing countries
there exists a large industrial and agricultural capacity
for production, used in the past, but not being employed
at present. This circumstance of itself constitutes &
latent threat of over-production, since this excess
capacity has not been, or at least there is no proof
that it has been, destroyed.
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It is also a fact that economic nationalism, although
somewhat weakened, continues to be practised in many
countries in such a way as to still inspire well-founded
fears that it will lead to the promotion of new protected
sugar production, or the increase of existing production,
with the inevitable result that the free markets will
shrink still further. ’

We realise that it is not an easy task to overcome
the prevailing uncertainties, but we believe that it is
less arduous at present than it was on previous
occasions. At this moment the old rivalry between
natural measures and the so-called artificial remedies
reappears. We have come to the conclusion that some
of the latter are fundamentally erroneous, and we have
lost faith in the practicability of certain others. On
the other hand, we are convinced of the necessity of
returning to natural measures.

.The modern theories of isolated restrictions of
production and of international stabilization agree-
ments, after having been applied for a decade, as far
as it has been possible to do so, have proved, on
account of their failure, that they were ineffective as’
a means of overcoming past difficulties, and that they -
do not hold out better hopes of eliminating the present .-
ones. In the case of sugar particularly, the policy of
isolated restrictions of production, as & means of
stabilizing supply and demand and, comsequently,
improving prices, has proved useless.

Nevertheless, we cannot fail to recognize that there
are some cases in which that policy is justified : we
refer to those countries in which the support of the
industry rests on a large internal or protected con-
sumption and not on exports to the free markets, either
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because they export very much smaller quantities than
they consume at home, or because they do not
export at all.

In the case of France, for example, a country
which does not export and which sustains a very
costly artificial production, by means of a very high
tariff and other protective measures, the restriction
of production to prevent competition within the
national protected market, is a logical mnecessity and
“produces evident benefits to those who monopolize the
national sugar production.

With respect to Germany, a country which exports
its surplus production for financial reasons, or as a
means of preventing internal competition, but, com-
pelling the national consumer to pay the costs, already
excessive, of the industry plus the losses which those
exports produce, the restriction of production is also
justified in order to avoid or decrease exports, since
the less she exports the less she will lose from the
sale of those sugars at the very low prices ‘prevailing
in the free markets, and consequently the assistance
which the national consumers will be required to give
to the industry will also be less.

There may also be cases, as that of Java at present
with regard to the markets of British India, and as
was the case with Cuba with respect to the United
States, that certain markets in which the exporting
countries enjoy a preferential situation (geographical
or political) disappear or decrease to an exceptional
degree ; in those cases restriction will be equally
justified, since consumption, in whole or in part, has
ceased to exist. The same may occur to Peru with
respect to the Chilean market.
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But, in general, when we are dealing with countries
which are essentially exporters, which only consume
a small part of their production, then it must be
admitted that the policy of isolated restrictions is a
veritable suicide.

The phenomena of ovet-production and of prices
at ruinous levels occur precisely in the free markets
where the exports of this group of countries go, as
well as the exports of those countries to which exports
are not essential for the maintenance of the industry.

No one can say a priori, what country in particular
is responsible for ‘over-production in the world’s free
markets. On the other hand, the country which dares
to restrict by itself will undoubtedly destroy for the
future its own exports for the benefit of those countries
which do not restrict, since the latter will remain in
possession of continually larger portions of the free
markets.

It is also an unpardonable error for countries
which produce for a large home consumption and
large exports to restrict production with the object
of rajsing prices. In these cases, all the sacrifice made
will undoubtedly result in a real subsidy in favour of
the other countries which export to the free markets,
since the latter will preserve intact (or perhaps increase)
their exports to said markets at the expense of the
country which may have made the mistake of res-
tricting. And in the end, for this reason, prices will
not rise in a consistent manner.

If a country, which is at the same time a great
consumer and & great exporter, wishes to improve
the situation of its own producers, injured by the low
prices prevailing in the free markets, it must do so at
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the expense of its own home consumers, ,kéeping the
price up in the national market by means of the usual
systems of quotas or by direct assistance in the form

. of subsidies and allowing the balance of its production -

to go to the free markets, to compete there with the
other producers. It is this struggle in the open field
which will decide the fate of world prices and of
over-production, and it will be decided undoubtedly
by the workmg of the elemental laws of pohtlcal '
economy.
‘ With regard to international stabilizing agreements,
it cannot be denied that a convention to which all
the producing countries were parties, which provided
for the limitation of production and exports to their
present quantities, and which placed a check on
protection, either by reducing it from the start or
limiting it with the idea of gradual future reductions,
that is to say, & theoretically complete convention,
would be very useful for the definitive solution of the
sugar problem. But, as we have repeatedly stated,
‘the experiences of the past and & direct knowledge of
the internal position in the various countries, have
convinced us that this is all a beautiful ideal, un-
attainable in practice. We are firmly convinced that
it represents an economic Utopia. :
On the other hand we consider that the period of
experiments has passed, and that we are in the presence
of conditions in which the elemental economic laws
have always proved to be serviceable. The most far-
reaching effects of the nationalistic policy in the field
of sugar have already been experienced in all their
force, in the shrinking of the world markets, which
have been enormously reduced in the last five years.
But, for the moment at least, there are not sufficient
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indications to lead us to believe that the wave of

- nationalism will continue to increase beyond. certain
limjts, and much less that through its action the
export markets which still remain will completely
disappear. We can therefore assume that there will '
continue to be free markets, and that they will be of
suffjcient capacity so that their economic phenomena,

- among which will always be the world price and over-
production, will deserve to be studied.

Before the Brussels Agresment of 1931, that is, in
1929-30, the free markets absorbed a total of nearly
6,000,000 metric tons of non-preferential sugars. The
countries which participated in said Agreement contri-
buted approximately 5,400,000 tons, while the countries
which did not adhere supplied about 600,000 tons.
In the fourth year eof the. Agreement, 1933-34, the
free markets took a total of only about 3,300,000
metric tons, to which quantity the requirements of
said markets had been reduced. Of this amount some-
what over 2,800,000 tons were supplied by the countries
parties to the Agresment, although they are permitted
by the quotas authorized in said Agreement to export’
in thet year a total of 5,061,300 tons. The non-
participating countries contributed the remaining
500,000 tons.

These figures show that the free markets still have
& consuming capacity (for non-preferential sugars) in
excoss of 3,000,000 tons per annum ; that the countries
not parties to the Brussels Agreement maintained their
exports to said markets with & loss of only about
100,000 tons, while the parties to it, on the other
hand, experienced the force of its shrinkage, since they
were compelled to reduce their exports by approxi-

mately 2,600,000 tons.
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Moreover, the above figures have a great significance
in the field of economic doctrines, since they reveal
another fact of far-reaching effect, namely, that the
reduction of the exports to the free markets by the
associated countries has gone farther than their
contractual obligations and that the exports of the
non-associated countries also decreased of their free
accord. The true explanation of both voluntary
reductions is to be found in the economic necessity
for exports to keep on a parity with the continually
reduced capacity of absorption of the free markets.

And if this is so, it must be admitted that such
a natural reduction of exports (together with its
correlative reduction of production), not forced by
any international agreement for artificial restriction,
although it might be attributed wp to a certain point
to the consequences of economic nationalism, has been
due principally to the effect which too low prices—on
account of the slackness of demand and the abundance
of the commodity—always have on the exports and
production of any article. More sugar is not exported
. or produced, although there is liberty to do so, when
there is no demand and consequently when the price,
brought down by the accumulation of offers, does not
cover the costs of production. There is no other
alternative. And this is precisely the characteristic
manner of operating and the most evident symptom
of the predominance of the old economic laws.

In conclusion, the first proofs of the normal working
of the economic laws having been given in an
unequivocal manner in the facts which have been
examined above, we consider that the moment has
arrived when the world sugar situation, as far as the
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free markets are concerned, can and should eettle
itself, without the need of artificial measures, exactly
in the manner that the classic teachings of political
economy recommend.” What economic science advises,
in such circumstance as the present, is to allow the
elemental laws which have always regulated the pro-
duction and consumption of the primary commodities
to operate. .

In a world with excess productive capacity for
sugar, it is not possible to go on believing that all
the wealth invested in creating that excess capacity
can be saved. The significant fact that some part
of it has spontaneously ceased to operate, on account
of the impossibility of finding markets for its output,
is the first step in the process of the normal solution
of the sugar problem. This is the course which should
be followed by the other producing units which find
themselves in a situation of inferiority, due either to
technical, geographical or political reasons, or to a
combination of them. In this way, only the strongest
and best defended productions will survive.

Those producers who oppose this economic reality,
by attempting to maintain a weak or undefended
production, or by wishing to produce more than the
real possibilities of their markets, will be irremediably
overcome by their own errors.

Consequently, the definitive abandonment of
artificial remedies does not at all imply a return to
the frenzy of unlimited production carried on wnder
the impulse of individual considerations and without
a due regard to elemental economic laws. The world
is not and never will be, in normal periods, a reservoir
. which will absorb all the economis errors of producers.
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But in order to guide the latter there is no need, as it
wa8 not necessary before the World War, that the
State should intervene by creating artificial systems.

However, there still remain disturbing factors in
world economy arising from economic nationalism.
Against this sort of policy, as we have said before,
economic laws have no action, since it represents the
predominance of force which operates with brutal
reality ; its continuance or disappearance is, therefore,
something which eludes all reasoning or calculation.

At present there seems noticeable a less vigorous
sentiment in favour of that econmomic theory. But
this is not more than a confused impression. Blinded
by reasoning of various kinds, the countries of the
world are still supporting, without great protest, the
most costly systems of sugar production created by
artificial means, and for the exclusive benefit of
certain privileged groups.
" Now then, in the field of conjecture, we wmay
point out that the day when the orgy of protection
ceases or is greatly atenuated, will be the time when
the world sugar problem will be completely and
definitively solved, since the protection created and
maintained by artificial means and at the cost of great
economic sacrifices by the peoples who bear them,
will be reduced to more reasonable limits and the
available productive capacity in the world’s natural
producing areas will not capriciously exceed the
requirements of demand.

Meanwhile, and with greater reason thereafter,
only the free play of elemental economic laws will
restore the prosperity of the world sugar industry.
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APPENDIX I.
Brussels Agreement of May oth, 1931.

AGREEMENT between :

Instituto Cubano de Estabilizacién del Azucar (Cuban Sugar
Stabilization Institute), » Cuban Corporation ;

Vereeniging van Java Suiker Ondernemers ter Quoteering der
Ustvoeren bij Internationaal Coniract( Visoco), (Association of Java
Sugar Manufacturers for the Determination of Export Quota
under International Agreement), a Netherlands Corporation ; .

Wirtschaftliche Vereinigung der Deutachen Zucker-Industrie’
{The Economic Union of the German Sugar Industry), a German
Corporation ;

Ustredns  spolek kosl keho prumyslu cukrovarnickeho
(Central Association of the Czechoslovak Sugar Industry), a
Czechoslovakian Corporation ;

Zuiagek Zachodni Polskiego P lu Cukrowniczegjo w

P ‘u Stowarzy 7 wptaam‘! (Polish Occidental Sugar
Industry Association in P Registered Company), and

Zwiagek Zawodowy Cukrowni b. Krolestwa Polskiego, Wolynia
. Malopolski & Slaska w Warszawie (Professional Association oi
Sugar Factories of the former Kingdom of Poland, Volhynia,
Little Poland and Bilesia in Warsaw), Polish Corporations ;

Magyar Cukérgyarosok Orszagos Egyesiilete (Hungarian Sugar
Manufacturers’ Association), & Hungarian Corporation ; and

The Thirty-Five Members of the Union Economique Belgo-

Luzembourgeoise hereinafter mentioned, being all the Sugar Pro-
ducers of Belgium and Luxembourg. - .
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The parties are acting in the interest of the sugar industries of
their respective countries, which are the principal exporting
countries of the world. As a result of the great increase of pro-
duction and the accumulation of large surplus stocks, there has
been brought about a decline in the world price of sugar to such
an extent that such price is substantially less than the cost of
production. These conditions have brought the sugar industry
face to face with disaster, and the continuance thereof will result
in much suffering and hardship in such countries. The parties
therefore consider it their duty to take such steps as will remedy
these conditions and promote and protect their industry from a
recurrence of the same, and to that end enter into this Agreement.

To carry into effect the purpose of this Agreement, it is con-
sidered of great importance that legal measures shall be taken in
the respective countries either through the form of legislation or
by official decree for the limitation of exports for the period of
this Agreement in accordance with the provisions hereof. The
parties agree that, if and when enacted, they will use their best
efforts for the retention and proper and effective enforcement of
such legal measures during the period of this Agreement. While .
these measures have been enacted in Cuba, Java and Germany,
the same have not been completed in the other countries. The .
respective parties in such other countries agree to use their best
efforts for the prompt enactment of such measures.

DESCRIPTION OF PARTIES

Instituto Cubano de Estabilizacién del Azucar (Cuban Sugar
Stabilization Institute), hereinafter sometimes referred to as the
“Cuban Corporation,” is a corporation duly organized as a legal
person under a decree of the President of the Republic of Cuba
approved May 6th, 1931, issued in accordance with authority
conferred upon said Executive by the Law of October 4, 1927,
and by the Sugar Stabilization Law of November 15, 1930, and
published in the Official Gazette of the Republic of Cuba, May
6th, 1931, for the purpose among others of entering into an
international conference or conferences on questions having to
do with sugar with producers of sugar or delegates of other sugar
producing countries and, with the approval of the President of
the Republic, to carry out negotiations and make Agreements
with the producers of sugar of other countries or others acting
for or in representation of such producers or with the representa-
tives of other governments or countries regarding the production
or export of sugar, which approval of the President of Cuba has
been given by Presidential decree dated May 7th, 1931, and
published in the Official Gazette of the Republic of Cuba, May 7th,
1931. The powers of said corporation are fully set forth in the
said decree. The provisions of this Agreement respecting the
Cuban Corporation have the force of law in Cuba by virtue of the
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provisions of the Sugai Stabilization Law of November 15th,
1930, and are effective with respect to all producers (present
and future) of sugar in Cuba.

Vereeniging van Java Suiker Ondernemers ter Quoteering der
Usitvoeren bij Internationaal Contract ( Visoco) (Association of Java
Sugar Manufacturers for the Determination of Export Quota
under International Contract), hereinafter sometimes referred
to as the “Java Corporation,” is a corporation duly organized as
8 legal person under the laws of the Netherlands and has been
duly authorized to enter into this Agreement by a resolution of
its council passed in accordance with its statutes. The members
of said corporation control about three-fourths of the Java
sugar production, and the co-operation of its members necessary
to enable the corporation to fulfil its obligations emanating from
this Agreement is fully guaranteed. Said corporation is prepared
to take the necessary proceedings for the modification of its
statutes providing that the successors in interest to the factories
of its members shall undertake the same obligations towards

‘t.he corporation as those of the present members.

Wirtschafiliche Vereinigung der Deutschen Zucker-Indusirie
* (The Economic Union of the German Sugar Industry), hereinafter
sometimes referred to aa the “German Corporation,” is a cor-
poration duly organized as a legal person by Special Decree of the
Minister fir Ermdihrung und Landwirtschaft (Minister of Food and
Agriculture), dated March 27th, 1931, made pursuant to a decree
of the Reichsprisident, having force of law and dated December
1st, 1930. 8aid Corporation is authorized by said Decree and its
statutes to enter into this Agreement, which, pursuant to said
Decree and the laws of the Reich, is effective with respect to all
producers (present and future) of sugar in Germany. 8Said
Corporation represents that all proceedings have been taken
pursuant to said Decree and statutes to authorize the ti
of this Agreement.

Ustredni spolek ceskoslovenského prumyslu cukrovamického (Cen-
tral Association of the Czechoslovak Sugar Industry), hereinafter
sometimeas referred to as the “‘Czechoslovakian Corporation,” is a
corporation duly organized as a legal person under the laws of
Crechoslovakia and has been duly authorized to enter into this
Agreement by a resolution of its council passed in accordance
with ita statutes. The members of said corporation control
about ninety-six (969,) per cent. of the Czechoslovak sugar
production, and the co-operation of its members necessary to
enable the corporstion to fulfil ita obligations emanating from

is Agr t is fully guaranteed. Said corporation has made
an arrangement with its members providing that the successors
in interest to the factories of its members shall undertake the same
obligations towards the corporation as those of the present
members.
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" Zwiazek Zachodnio-Polskiego Przemyslu Culrowniczego w
Poznaniu Stowarzyszenie wpisane (Polish Occidental Sugar
Industry Association in Poznan Registered Company), and

' Zwiazek Zawodowy Cukrowns b. Krolestwa Polskiego, Wolynia,
Malopolsks 3 Slaska w Warszawie (Professional Association of
Sugar Factories of the former Kingdom of Poland, Volhynia,
Little Poland and Silesia in Warsaw), are corporations duly
organized as legal persons under the laws of Poland and have
been duly authorized to enter into this Agreement by resolutions
of their councils passed in accordance with their statutes. The
members of said corporations constitute all of the sugar producers
of Poland and the co-operation of said members necessary to
enable the corporations to fulfil their obligations emanating from
this Agreement is fully guaranteed. Said corporations have
respectively made arrangements with their members providing
that the successors in interest to the factories of their members
shall undertake the same obligations towards said corporations
respectively as those of the present members. Said corporations
are hereinafter sometimes referred to jointly as the ‘“Polish
Corporations.”

Magyar Cukorgydrosok Orszdgos Egyesilete (Hungarian Sugar
Manufacturers’ Association), sometimes hereinafter referred to
as the “Hungarian Corporation,” is a corporation duly o i
as a legal person under the laws of Hungary and has been duly
authorized to enter into this Agreement by a resolution of its
council passed in accordance with its statutes. The members
of said ecorporation constitute all of the sugar producers of
Hungary, and: the co-operation of said members necessary to
enable the corporation to fulfil ite obligations emanating from
this Agreement is fully guaranteed. Said corporation is prepared
to make an arrangement with its members providing that the
successors in interest to the factories of its members shall under.
take the same obligations towards the corporation as those of
the present members.

The Thirty-Five Members of the Union Economigus Belgo-
Lugembourgeoise, described in Annex A, represent that they are
all of the sugar producers of Belgium and Luxembourg and have
duly authorized the execution of this Agreement on behalf of
themselves and their respective s ors in interest to their

tive properties. They are hereinafter jointly referred to
as the “Belgian Producers.”

ArTIicLE I.—EXPORTS.

{a) The Cuban Corporation agrees that exports of sugar from
the Republio of Cuba to countries other than the United States
of America shall not exceed the following respective quotas in
each of the five years beginning with January lst, 1931, to and
including December 31st, 1935, i.e. :
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1931 .............. 855,000 long tons
1932 ....ccc0vee... 805,000 long tons
1933 ..iiinevens +.. 856,000 long tons
1934 ........00000. 855,000 long tons
1936 ...ccqvseevne. 865,000 long tons

Sugars, exported or re-exported from the United States of
America, shall, for the year in which such exports or re-exports
occurred, to the extent that the same exceed the imports of sugar
in such year to the United States of America from countries
other than the United States of America and Cuba, be deducted
from the export quota as fixed above for Cuba to countries other
than the United States of America ; any amount by which Cuba’s
exports to such other countries were not reduced as hereinbefore
provided (because of the exports or re-exports from the United
States of America occurring too late in the year to permit of &
reduction of Cuba’s exports or otherwise) shall be deducted from
the export quota of Cuba to such other countries for the following
year. Exports of low grade sugar, so called dry sugar or musco-
vados, not polarizing above 88 per cent., from the Philippine
Islands to China and/or Japan, shall not be considered as exports
from the United States of America under this Agreement to the
extent of 10,000 long tons annually. Sugars produced in the
United States of America and sugars imported into the United
States of America, which are exported or re-exported from the
United States of America to countries other than the United
States of America, after being refined in the United States of
America, shall, for the purpose of this paragraph, be converted
into the equivalent of Cuban raw sugar to ascertain the quantity
80 exported or re-exported. The United States of America, for
tl}e purposes of this Agreement, includes not only the 48 indi-
vidual $tabes and the District of Columbia, but as well the present
gos.sgssx.ons of the United States of America, including the

hilippine Islands, Hawaii, Porto Rico and the Virgin Islands,
but as to each such possession only for such period (whether or
not it continues to be a possession of the United States) as sugar
produced in such possession may be imported into the territorial
United States either free of duty or subject to a preferential
tariff. Imports, exports and re-exports mentioned in this paras
graph shall be ascertained from the official Government statistics
of the United States. )

() _The Java Corporation agrees that the exports of sugar
from Java in each of the five years beginning with April 1st, 1031,
to and including March 31et, 1936, shall not exceed the following
respective gquotas : :

April 1st, 1931 to March 31st, 1932 .. 2,300,000 metric tons

April lst, 1932 to March 31st, 1933 .. 2,400,000 metric tons

April 1st, 1933 to March 31st, 1934 .. 2,500,000 metric tons

April 1st, 1934 to March 31st, 1935 .. 2,600,000 metric tons

April 1st, 1935 to March 31st, 1936 .. 2,700,000 metric tons
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The increase in the quota of exports for Java above 2,300,000
metric tons beginning with April 1st, 1932, is subject to the
condition that if in any of the four years beginning with the last
mentioned date there are accumulated additional stocks of Java
sugars by reason of the inability of Java to export its export
quotas for such year above provided, then it is agreed that Java
shall take measures purposing to adjust its production accordingly
when planting its next year’s crop ; the intent being that the
production of Java will not, by reason of the cumulative annual
increases in its quota above provided, be so increased that
additional surplus stocks will be accumulated.

{c) The German Corporation, Polish Corporations, the Hunga-
rian Corporations and Belgian Producers respectively agree that
the exports of sugar from their respective countries for each of
the five years beginning with September lst, 1930, shall not
exceed the following respective quotas :

Metric Tons

Germany, for the year beginning September 1st, 1930 500,000

Germany, for the year beginning September 1st, 1931 350,000

Germany, for the year beginning September 1st, 1932 300,000

Germany, for the year beginning September 1st, 1933 300,000

Germany, for the year beginning September 1st, 1934 300,000

Poland annually .....c.ciiiiiiiiiiiiiienaee . 308,812
Hungary annually .......cociienvenann. ceeanne . 84,100
Belgium annually .........cciiaeaaiaa... ... 30,275

The Czechoslovakian Corporation agrees that the exports of
sugar from Czechoslovakia for each of the five years inni
with October 1st, 1930, shall not exceed 670,817 metric tons.

(d) Inasmuch as the five-year period of this Agreement for
Germany, Poland, Hungary and Belgium expires September 1st,
1935, such date shall likewise be the termination date hereof
for Cuba, Java and Czechoslovakia. The quota of exports for
Cuba to countries other than. the United States of America for the
period January lst, 1935, to September 1st, 1935, shall be such
proportion of the quota fixed for Cuba for exports to countries
other than the United States of America for the calendar year
1935, as the total actual quantity of exports of sugar from Cuba
to countries other than the United States of America during
the respective periods from January lst to September 1st, for
the four calendar years 1931 to 1934, is to the total actual
exports of sugar from Cuba to countries other than the United
States of America during the total four-year period beginning
January lst, 1931.

The export quota of Java for such period April 1st, 1935, to
September 1st, 1935, shall be such proportion of the total quota
above fixed for the period from April 1st, 1935 to April 1st, 1936,
as the total actual quantity of exports of sugar from Java during
the respective periods from April 1st to September lst for the
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four calendar years 1931 to 1934, is to the total actual exports
of sugar from Java for the four-year period beginning April
1st, 1931.

The export quota of Czechoslovakia for such period October
1st, 1934 to Beptember 1st, 1935, shall be such proportion of the
annual quota of Czechoslovakia, as the’ total actual quantity
of exports of sugar from Czechoslovakia during the four periods
of eleven months, i.e.: :

October 1st, 1930 to September 1st, 1931 ;
October 1st, 1931 to September 1st, 1932 ;
October 1st, 1932 to September 1st, 1933 ; and
October 1st, 1933 to September lst, 1934 ;
i8 to the total actual exports of sugar from Czechoslovakia for the_
entire four-year period from October 18t,1930, to Octoberlst,1934.

(e) If, in any quota year for which an export quota is fixed for
any country in this Article I, the actual exports from such country
shall be less than such quota, the deficiency shall not be added to
nor affect any subsequent quota year ; it being understood that
each quota year shall be separate and independent of any other
year ; provided, however, that if, in any quota year the shipment
or transportation of sugar within or from any of the countries
mentioned in this Agreement is interfered with by reason of
strike, fire, internal disturbance, ice or high or low water in
waterways, act of God or similar force majeure (other than des-
truction or shortage of erops and/or sugar from any cause), the
International Sugar Council shall have power to determine
whether or not the extent to which such force majeure prevented
the export of the quota allotted to such country for such quota
year. If the Council determines that any such force majeure
prevented the export of the quota of such country during such
period, then the quantity of sugar which such country was so
unable to export as determined by the Council, shall be added
to its quota for the following quota year.

(f) Except as provided in Article VI, no transfer of quotas from
one country to another shall be permitted.

Azrricre IL—SURPLUS STOCKS AND PRODUCTION

(a) It is agreed that part of the exports from the respective
countries each year (within the limits of the respective quotas
herein set forth) shall consist of surplus stocks on hend in the
several countries, and that as far as possible the production of
such countries shall be adjusted during the term of this Agree-
ment, 8o that it will not exceed the local consumption of the
respective country plus its export quota (and in the case of
Cuba, plus its exports to the United States of America), less the
quantity to be taken from the surplus stocks as herein provided,
8o that all surplus stocks of said countries will have been elimina-
ted in the course of the respective five-year periods above
mentioned. .
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(b) There has been organized in Cuba, Compania Exporiadora
Nactonal de Azucar (The National Sugar Exporting Corporation),
pursuant to the Sugar Stabilization Law approved November
16th, 1930. Said corporation, on January 1st, 1931, held or had
contracts for the acquisition of approximately 1,300,000 long tons
of sugar from the old crops. Of this amount it is intended to
export, during 1931, 260,000 long tons. In addition, there were
additional surplus stocks of sugar of the past crop on January
1st, 1931, which were taken into account in ascertaining the totak
anount of the crop fixed by the President of the Republic of Cuba
for 1931, pursuant to his Decree dated January 31st, 1931.

(c) The Java Corporation agrees that the surplus stocks of
sugar in Java on April 1st, 1931, were approximately 500,000
metric tons ; and further agrees that if the sugar produced from
the crop to be harvested in Java in the year beginning April 1st,
1931, exceeds the total of (a) 2,200,000 metric tons and (b) the
amount of sugar consumed in Java during such year, the excess
will be segregated and included in the sugars to be exported from
Java during the following four years of this Agreement (within
the limits of its respective quotas above provided) and the
production of Java in such four years limited as hereinafter
provided.

(d) The German Corporation, Czechoslovakian Corporation,
Polish Corporations, Hungarian Corporation and Belgian Pro-
ducers, respectively, agree that the respective surplus stocks
of sugar in their respective countries on September 1st, 1930,
aggregated the quantities respectively set forth below, i.e. :

Germany ........ 84,000 Metric Tons

Czechoslovakis ... 9,000 Metric Tons

Poland ......... . 80,000 Metric Tons

Hungary ........ 16,199 Metric Tons

Belgium .......... 26,000 Metric Tons
and that after providing for (a) their respective effective exports,
but not in excesa of their respective quotas permitted by this
Agreement for the year beginning September lst, 1930, and
(b) the respective quantities consumed in their respective coun-
tries in such year, there will be retained in each country as a
surplus stock, the excess of sugar produced from the crop har-
vested in the year beginning September lst, 1930, as well as said
surplus stocks existing on September 1st, 1930, such surplus to
be exported in accordance with the provisions of the following
paragraph (e), provided, however, that the dates mentioned in
this paragraph shall, in the case of Czechoslovakia, be October
1st, 1930, instead of September 1st, 1930.

(¢) The amount to be exported from each country annually,
as sot forth in Article I, shall consist, either in whole or in part, of
surplus stocks above set forth and/or of new sugars produced
currently, the parties intending, however, that the surplus stocks
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of each country shall, in the course of the respective five-year

iods above mentioned, be entirely disposed of and eliminated
g;nbeing included either in the quantities consumed in the res-
pective country or in its export quota. The parties respectively
agree that as far as possible the production of sugar in their
countries shall be adjusted beginning with the coming year’s
sowings, plantings or harvesting, so that such production shall,
with the portion of the surplus stocks of such country to be
disposed of annually, equal the local consumption of such
country plus the amount of the export quota allotted to such
country ; the intent being that the surplus stocks in the European
countries existing on September 1st, 1931 (in the case of Czecho-
slovakia October 1st, 1931) shall be decreased at least approxi-
mately at the rate of 25 per cent. for each of the remaining four
years of the Agreement ; the surplus stock of Java existing on
April 1st, 1932, likewise to be reduced at least approximately at
the rate of 25 per cent. for each year from that date ; the segre-
gated stock in Cuba to be reduced at the rate of at least approxi-
mately 260,000 long tons per annum ; so that all such surplus
stocks shall be practically eliminated during the period of this
Agreement. and no additional surplus stocks created. In any
country, however, there may be substituted for sugars included
in existing surplus stocks a like quantity of sugar from the crop
of said country in any quota year, provided that no such substi-
tution shall operate to increase the quantity to be exported by
such country in any quota year as hereinbefore provided in
Article I, nor operate to increase the surplus stocks of such country
above the quantity contemplated by this Article after deducting
from such stocks the amount by which such stocks are to be
decreased annually as above provided. If any one of the countries,
for any reason, does not produce a crop large enough (after pro-
viding for its local consumption) to provide for its total export
quota for such year after taking into account the quantity to
be taken from its surplus stocks, such country may provide the
deficiency from the surplus stocks without affecting the right of
such country in future years to its export quota hereinabove
provided for such future years.

The Java Corporation agrees to take measures to the effect that
the produqtion of its membera will be limited in accordance with
the foregoing principles, so that additional surplus stocks will
not be created and that their present surplus stocks will be
practically eliminated. Said Corporation will use its best en- |
deavou;s to have legislation passed in Java as early as practicable
to require the Java producers who are not members of the Corpor-
ation similarly to adjust their production.

Inasmuch 88 this Agreement does not control the exports of
Cuba to the United States of America, it is understoodx&at the
foregoing provisions of this saction (¢) are not intended, so far as
Cuba is concerned, to limit the export of its segregated or surplus
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stocks to countries other than the United States, but that the
same may be exported, in whole or in part, to the United States
of America, and it is further understood that the production of
Cuba will be limited to the total quantity necessary to provide
for its home consumption, its exports to countries other than
"the United States of America, and its exports to the United States
of America, to the extent that said home consumption and
exports are not provided for by the amount to be taken annually
from the segregated stocks of Cuba as above provided.

The Cuban Corporation agrees that on September 1st, 1935, the
Cuban Producers will not have in the United States of America
stocks of sugar in excess of the normal and usual stocks of sugar
usually maintained by them in the United States for the require-
ments of the markets of the United States. .

ArricLE III.—DEFINITIONS—STATISTICS.

The term ‘‘exports™ as used in this Agreement in connection
with the exports of the respective countries of the parties to this
Agreement, means net exports from such countries respectively.

. Sugar imported in bond for refining purposes into any of the
countries represented in this Agreement, or into the United States
of America, will not be considered as having been imported as
long as it remains in bond ; likewise such sugar being exported
after refining will not be considered as export under this Agree-
ment ; provided that the foregoing clause does mot apply to
Cuban sugars imported into the United States of America.
Government statistics as to the foregoing shall be furnished by
the respective parties.

As export of sugar from Poland shall be considered all sugar
that has left the territory falling under the Polish laws re excise
and re the regulation of the turnover of sugar.

As long as the present Customs Union between Belgium and
Luxembourg continues in effect, Belgium and Luxembourg shall
be considered as one country for the purposes of this Agreement.

The term ‘‘long tons™ as used in this Agreement shall mean
2,240 pounds avoirdupois weight.

The term “‘metric tons™ as used in this Agreement shall mean
1,000 kilograms. A

The respective exportable quantities of sugar heretofore men-
tioned shall, in the case of Cuba and Java, mean and refer to the
nature and the types of sugar heretofore exported by such
countries respectively ; and, in the case of the European countries
above mentioned, shall mean raw sugar Tel Quel, European
white sugars to be converted to & raw basis at the rate of nine
parts white to ten parts raw. Such quantities shall, in all cases,
mean net weight excluding the container.
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The word “sugar” as used in this Agreement shall be deemed
to include sugar in any of its commercial forms, except the
product eold as final molasses, and also the so-called ‘“‘Goela
Mangkok® sugar produced by primitive methods by natives of
Java for their own account to which sugar the Java Government*
does not extend its legislative measures.

STaTISTIOS.

The parties agree to furnish the International Sugar Council
hercinafter provided for, with official government, statistics of
their respective countries immediately after the publication
thereof, showing the total quantities of sugar exported and
imported in each month and the form in which such export or
import was made, and in the case of European beet countries
the equivalent thereof in raw sugar, and also in each case as far
as possible the destination of said exports respeetively; pro-
vided, however, that as to Java, the Java Corporation will fur-
nish unofficial statistics respecting the foregoing matters as early
as practicable, and will furnish the official Government statistics
a8 soon as possible after the publication thereof. Thers shall . -
also be furnished similarly statistics as to production and esti- -
mated stocks. Any revision or correction of said statistics shall
likewise be promptly submitted to the International Sugar
Council. Within thirty (30) days after the execution of this
Agreement, the respective parties shall also furnish such statistics
for the calendar months of the term of this Agreement which
shall have preceded the formal execution and delivery thereof.
If any party fails to furnish any such statistics, the International
Sugar Council shall procure the same from such source as it
considers reliable. The International Sugar Council may specify
the forms to be used for the furnishing of the statistical informa-
tion by the parties.

ArTIcLE IV.~INTERNATIONAL SUGAR COUNCIL.

(a) There is hereby created an International Sugar Council
{herein referred to as the “Council®) representing the parties to
this Agreement, which shall consist of three members for the
industry of each of the countries represented in this Agreement,
except that the Czechoslovakian Corporation may appoint as
many members as it considers advisable, provided, however,
that the members representing the industry of each country
shall designate in writing to the Chairman of the Council one
member who shall, at meetings of the Council, cast the vote of
the party or parties representing such industry, and shall also
designate an alternate to act in the absence of the member so
designated. The party or parties representing in this Agreement
the industry of each country shall appoint their said representa-
tives on the Council, and in addition shall appoint three further
members, who shall act as alternates in their order of appoint-
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ment in the absence or disability of any of the regular members
representing such party or parties on the Council. Upon the
execution of this Agreement, the party or parties representing
the industry of each country shall deliver an instrument duly
executed by such party or parties, setting forth the names of its
appointees and alternates to the Council. Any member of the
Council or alternate may be removed at any time by the party
or parties who appointed him. If any member of the Council
should die or become disabled or resign or fail to act or be re-
moved, the party or parties appointing such member shall
Eromptly select & successor, so that'such party or parties may
e duly represented at all meetings of the Council.

The Belgian Producers respectively agree that in case it is
necessary to fill & vacancy in their representatives upon the
Council, they shall, as early as possible, call a general meeting
of their producers, which meeting shall, by a majority vote,
fill the vacancy.

(b) The seat of the International Sugar Council shall be at
The Hague, at which place an office is to be maintained during
the term of this Agreement. Meetings of the International
Sugar Council shall be held in Europe at the place designated
by the Chairman from time to time.

(c) Regular meetings of the Council shall be held quarterly on
the second Monday of March, June, September and December.
Special meetings may be called at any time either (a) by the
Chairman of the Council, in his discretion, or (b) upon the written
request of the members of the Council representing the industries
of two countries, which request shall state the purpose of the
meeting and be delivered to the Chairman of the Council, the
time for such special meeting to be at least twenty days but not
more than thirty days after such request has been so delivered.
Such request shall be sufficient if signed by at least two of the
members of the Council representing the industry of each of
said two countries. Upon the receipt of such request, the Chair-
man shall cause notice of such meeting to be given as hereinafter
provided.

(d) The Chairman of the Council shall cause a notice of all
meetings, regular and special, to be given in writing by mail and
cable to each member of the Council, at his regular address, at
least fourteen days before the date for the meeting. Such notice
shall state the matters to be brought before the meeting. Any
two membera of the Council may, in writing, request the Chair-
man thereof, at least twenty days before any regular meeting, to
incorporate in the notice of such meeting, any matters or pur-
poses within the powers of the Council, for consideration at the
meeting, and the Chairman shall thereupon incorporate in such
notice such matters or purposes. Only matters stated in the notice
of each meeting may be considered thereat, unless all of the parties
to this Agreement are represented at such meeting and otherwise
oonsent,
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(e) The number of votes which the respective parties shall
be entitled to cast at each meeting of the Council through their
. respective representatives shall be as follows :

The Cuban Corporation ......v.ce... 35
The Java Corporation .............. 30
The Czechoslovakian Corporation .... 8
The German Corporation ............ 6
The Polish Corporations, jointly ...... 6
The Hungarian Corporation .......... 3
The Belgian Producers, jointly ........ 2

Total ....civveevavaciee 90

(f) At all duly-called meetings of the Council, the merobers of
the Council who are present shall constitute a quorum (regardless
of the number of votes to which such members are entitled), and
8 majority of the votes present at any meeting shall be sufficient
to authorize any and all action taken at any such mesting,except
in the following instances, which shall require the respective
votes hereinafter specified :

1. The first resolution adopted by the Council shall not
be modified, altered or repealed, except by the unanimous
vote of the Council. Likewise the unanimous vote of the
Council shall be required to modify, alter or repeal any other
resolution of the Council which has been adopted upon the
condition that it shall not be modified, altered or repealed
except by such unanimous vote.

. .2. Action taken for the increase of quotas under the pro-
'visions of paragraph (g) of Article V shall require fifty-five
(55) votes.

3. Any arrangement or agreement contemplating the
admission as a party to this Agreement of the industry of any
other country than the countries originally represented herein,
shall require the unanimous vote of the Council, as provided in
Article VII.

4. Action referred to in the second paragraph of Article
VII shall require fifty-five (55) votes.

6. The appointment of arbitrators under the provisions
of paragraph (a) of Article VIII shall require the unanimous
vote of the Council.

6. Action taken under paragraph (e) of Article VIII shall
require three-fourths (3/4) of all the votes allotted to the
respective parties under Article IV, excluding the party or

. partiea representing the country from which it is claimed the
excess of oxports was made, which majority to be sufficient
shall consist of the votes allotted to the parties acting for the
industries of at least two-thirds of the countries represented
in this Agreement, excluding the country from which such
excess of exports is claimed to have been made,
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(9) Any party or parties representing the industry of any
country may, by special power of attorney signed by at least
two (2) of the Members of the Council representing such party
or parties, authorize any Member of the Council representing
another party to cast at a meeting of the Council the votes which
the representatives of such party or parties are entitled to cast
at such mesting, such written instrument to be filed with the
Chairman of the Council.

(h) The Council may act without a meeting by written instru-
ment signed by members of the Council as hereinafter provided.
Whenever any such action is proposed to be taken by written
instrument, the Chairman shall give notice thereof to each mem-
ber of the Council by registered mail. If, within fourteen (14)
days after the mailing of such notice, the member of the Council
entitled to cast the vote of any party or parties does not approve
such instrument but instead deliversto the Chairman his written"
demand that a meeting of the Council be called to consider the
proposal, then the proposed action cannot be made effective by
such written instrument, but must be submitted to a meeting
of the Council which the Chairman shall then immediately call ;
but if no such demand is presented to the Chairman within said
period of fourteen (14) days, then the proposal shall be effective
if and when such written instrument is approved in writing by
Members of the Council authorized to vote for parties entitled
to a total of fifty-five (55) votes, or such greater vote as may be
specifically required by this Agreement for the proposed action ;
provided, however, that if such written approval is not given
within a period to be fixed by the Chairman in requesting ap-
proval as aforesaid, the proposal shall be considered to have

.been rejected. The Chairman shall notify all parties of any
action taken by the Council pursuant to this paragraph.

(i) Powers. Ths Council shall have the following powers :

1. The supervision of the operation of this Agreement.

2. The collection of statistics and information respecting
the production, consumption, stocks and requirements of the
countries of the several parties to this Agreement, as well as
all other countries.

3. The study of the progress or retrogression of sugar
consumption and the reasons therefor.

4. The study of way® and means for the increase of the
consumption of sugar in the world.

5. The recommendation to parties to this Agreement of
measures for the improvement, development andfor control
of production and consumption.

6. The publication, at regular intervals, of accurate
statistics regarding the world situation of sugar, and to suggest
to the parties steps to be taken respecting the adjustment of
production with actual needs and exports and to improve
the method of selling and marketing. N
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7. The consideration and discussion with producers of
countries not represented by the parties to this Agreement,
of measures of mutual interest and to enter into agreements
groviding for arrangements with such producers as provided

y Article VII hereof.

8. The appointment of an Honorary President, Chairman
and Secretary, as well as statisticians, attorneys, accountants
and such additional staff as may be necessary to carry on
the work of the Council, subject, at all times, to the control
of the Council. Any appointee of the Council may be removed
at any time by the Council with or without cause. The powers
and duties of its respective appointees shall be designated by
the Council from time to time.

(7) The Honorary President shall be selected from the members
of the Council for a term of one year, and shall preside at all
meetings of the Council. In his absence, the meeting shall desig-
nate a temporary president. ’

(k) The Chairman need not be & member of the Council. He
shall supervise and direct the activities of the Council in the
intervals between the meetings of the Council, but at all times
subject to the advice andcontrol of the Council,and shall perform
such other duties as are designated by the Council from time to
time. The Secretary and other appointees of the Council shall
perform such dutics as the Council and/or Chairman may
designate from time to fime.

(!) The parties shall contribute to the expenses of the Council
in the same proportion as the votes allotted to themn respectively.
The payments to be made each year shall be made in two semi-
annual equal instalments on January 15th and July 15th of each
year. One-half of the sum payable for the year 1931 shall be paid
upon the execution of this Agreement, such payment to be made
to the order of Nederlandsche Handel-Maatschappij, N.V., of
The Hague, as Trustee, under the terms of this Agreement, to
be paid and disbursed upon the written order of a majority of
the members of & committee of three (to be known as the Finance
Committee) who shall be appointed at the first meeting of the
Council from the members of the Council; but the members of
the Finance Committee may be removed and superseded at any
time by the Council, who shall have the right to fill all vacancies
in such Finance Committes. Such moneys shall be used to pay
all expenses connected with the activities of the Council, and if
on Septernber lst, 1935, any moneys remain after providing
for all obligations, liabilities and expenses incurred by the
Council, the same shall be refunded to the parties in proportion
to their respective contributions.

(m) The members of the Council shall not be liable for any
acts or agreements or contracts made by the appointees or
employees of the Council. No member of the Council shall be
responsible for any act or omission of any other member, nor
for anything by him, except in bad. faith.
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ArticLE V.—INCREASES OF QUOTAS.

The purpose of this Agreement is to restore a normal price for
sugar but not more than a normal price in the world market. To
the end that the plan of segregation and reduced production set
forth in this Agreement may not operate through creating higher
than normal prices, to encourage further surplus sugar production,
the following plan of increasing export quotas is provided for.

(a) The respective annual export quotas of each country shall
be increased five per cent. (6%) in the event of the world price for
raw sugar, basis 96 degrees of polarization, reaching, for the
prescribed period, the equivalent of two cents (2 c.) United States
currency per English pound, free on board Cuba, for prompt
shipment as hereinafter defined.

(b) If the said world price reaches, for the prescribed period,
two and one-quarter cents (2} c.) United States currency, the
International Sugar Council may, at its discretion (but without
obligation), increase the export quotas by an additional two and
one-half per cent. (24%). If, however, the said world price
reaches two and one-half cents (24 c.) United States currency
for the prescribed period, the International Sugar Council shall
increase the said quotas respectively by an amount which, with
the increase (if any) made after the price reached two and one-
quarter cents (2} c.), shall equal five per cent. (6%) of the said
quotas. .

(c) For the purpose of this Agreement, the world price shall be
understood to mean the quotation of the London Terminal Raw
Sugar Market for sugar basis 96 degree polarization, cost, freight
and insurance (c.i.f.) United Kingdom, calculated back to free on
board (f.o.b.) Cuba by deducting the current rate of freight and -
insurance and converted to United States currency at the current
rate of exchange. The respective prices referred to shall be
considered to be reached whenever the average price over a
period of thirty (30) consecutive market working days shall
not be less than the equivalent named. The quotations to be
taken shall be the average price of business done on the three
daily calls, or failing business done, the average of buyers and
sellers quotations. The month of delivery on which the quotations
are to be based shall be the second month from the current months
(for instance, during January the March quotation to be taken ;
during February the April quotation, and so on) from which
basis the premium for carrying charges, to be computed at
13d. per hundredweight (cwt.) shall be deducted.

(d) Notwithstanding the foregoing, if Java producers have sold
consecutively quantities aggregating 400,000 metric tons at an
average price of not less than twelve (12) guilders per 100 kilos
for Java whites, first cost {free warehouse Java ports), before the
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said two cents world price calculated above has been reached
for the prescribed period, as provided in paragraph (a), the Inter-
national Sugar Council shall regard this as equivalent to the said
price of two centa having been reached for the purpose of this
Agreement, and shall release the said increase of five per cent.
(6%) referred to in paragraph (@). Sales of Java low grades are
to be adjusted to the basis of whites by adding to the sales price
of low grades one (1) guilder per 100 kilos in the case of brown
sugars and one and one-quarter (1}) guilders per 100 kilos in the
case of muscovados.

Consecutive sales by Java producers of quantities aggregating
400,000 metric tons at an average price of not less than thirteen
and a half guilders (f. 13.50) and fifteen guilders (f. 15), respective-
ly, per 100 kilos for Java whites, first cost (free warehouse Java
ports), will have the same effect as prices of 2} c¢. and 2% ec.
respe;:ti\‘r;aly under the terms of paragraph (b) and (g) of this
Article V.

In case the Java producers in any calendar year sell sugar of
the crop of the next calendar year, such sales shall, for the
purposes of this paragraph (d), be considered as the first sales
of the year when such crop is harvested.

(e) The International Sugar Council shall obtain, in such
manner a8 it shall determine from time to time, daily information
giving the London official prices, freight and insurance rates,
and calculation of free on board Cuba equivalent, as well as in-
formation as to Java sales, the Java Corporation to furnish
information as to sales made by its members and as far as possible
by outsiders.

(f) Only one increase of five per cent. (6%) under paragraph (a)
of this Article V, shall be permitted in each calendar year begin.
ning with 1931; and the additional releases under paragraph (b)
above, shall not exceed, in the aggregate, five per cent. (5%)-
in any calendar year, Sixty (60) calendar days will have to
elapse between two periods of thirty (30) market working days
in order to involve for each of them an automatic increase of the
quotas of 5%, when such periods do not end within the same
calendar year. This does not apply to the stipulations as to
Ji “VBhS?Le)S aggregating 400,000 metric tons provided for in para-
grap .

. (g) After and while the world price for raw sugar, as defined
in the preceding paragraphs (a) and (c), remains at an average
above two and one-half cents (2% c.) for the prescribed period
or longer, the International Sugar Council shall have power to
determine whether and the conditions under which increases
in the quotas additional to those above provided shall be released
and the respective amounts thereof ; any such decision to require
fifty-five (65) votes in the Counecil.
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(») The basis for the calculation of each increase of quotas
for each country shall be its export quota for the twelve (12)
months commencing with the date of the increase, the quota
for each such month to be taken as one-twelfth (1/12) of the
quota of such country fixed in Article I for the quota year in
which such month falls ; the percentage of each increase shall be
" the same for each country. Each increase in quotas under this
Article only affects the quota for the period of twelve months
aforesaid, and no subsequent period.

The International Sugar Council shall at the time of each
increase fix the period within which said increase is to be exported,
and when doing so shall be guided by the principle that sufficient
time shall be allowed to every participant to market its increase
and, if necessary, to produce the required sugar, taking into
account the difference in time for the various participants between
sowing or planting, and harvesting.

ArTICLE VI.

In case Germany in any year is unable to export its export
quota, such deficiency up to the following respective quantities
in each of the five years, i.e. :

The year beginning September 1st, 1930 .. 300,000 metric tons

The year beginning September 1st, 1931 .. 150,000 metric tons

The year beginning September 1st, 1932 .. 100,000 metric tons

The year beginning September 1st, 1933 .. 100,000 metric tons

The year beginning September 1st, 1934 .. 100,000 metric tons
shall be divided between Cuba, Czechoslovakia, Poland, Hungary
and Belgium in the following respective proportions :

Cuba  ......... R 575/750ths
Czechoslovakia .......... 96/750ths
Poland ...... vesssorans B6/760ths

Hungary .......ccevenese  17/750ths
Belgium .....cciiiinenns 6/750ths

In the event that the countries last mentioned become entitled
to export any deficiency in the quota of Germany under the
foregoing provisions, the International Sugar Council shall fix
the period within which such other countries shall be entitled
to export said deficiency and, in doing so, shall be guided by
the principles outlined in the last paragraph of Article V of this
Agreement.

ArtioLe VII.—~ADHERENCE OF THE SUGAR INDUSTRIES
OF OTHER COUNTRIES "

The parties have entered into this Agreement for the purpose
of stabilizing their industry and curing the difficulties with which
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it has been faced. They expect other producing countries to
co-operate and many of those countries have evidenced their
desire to participate in the purposes of this Agreement. Therefore,
the Council shall take steps to agree as soon as practicable with
the sugar industries not represented by the parties to this
Agreement, so that they may contribute their share to the task
of bringing about a better balance between the supply and
consumption of sugar in the world. Any such arrangement shall
be covered by supplemental agreement and may contemplate
or involve the admission as a party to this Agreement of the
industry of any such other country either upon the terms set
forth in this Agreement, or upon other terms to be approved by
the Council, or any such supplemental Agreement may be a
special one not involving the admission of such industry as a
party to this Agreement ; provided that any such arrangement
shall require the unanimous vote of the Council. Any party so
admitted to this Agreement shall, for all purposes, except as
limited by said supplemental Agreement, be considered a party
to this Agreement.

If, despite the sacrifices and efforts of the parties hereto as well
as such other countries a8 may become parties to this Agreement,
in the opinion of the International Sugar Council any measures
should be taken by a producing country (not participating in
this Agreement) to prevent restoration of normal and economic
conditions in the world sugar market, the Council with the
approval of members entitled to cast fifty-five (55) votes, shall
take such action as they shall consider necessary for the pro-
tection of the interests of the parties to this Agreement.

ArricLe VIII.—ARBITRATION

(a) The International Sugar Council shall, at its first meeting,
elect & board of three arbitrators, and also a first, second and
third alternate to act in the order of their election in case of the
death, incapacity or failure to act of any member of the Board
of Arbitration ; such arbitrators to be elected by the unanimous
vote of the Council.

If any member of the Board of Arbitration or any alternate
should resign, die or become incapacitated, the Council shall, by
unanimous vote, elect & successor, who shall take the place of
such member of the Board or alternate.

The Council may, in its discretion, authorize the payment to
the arbitrators and alternates of an annual retainer, and a.ls_o
additional compensation when actually engaged in an arbi-
tration.
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() In case the party or parties representing the industry of
any country should claim that the exports of sugar covered by
this Agreement from any of the countries represented herein
exceed the quota hereinbefore fixed for such country for the
quota year in question, such party or parties shall notify the
Chairman of the International Sugar Council in writing of such
fact, and thereupon the Chairman shall notify the party or parties
representing the country the exports from which were so claimed
to have exceeded the quota, which notice shall be in writing and
shall be given by registered mail to the members of the Council
acting for such party or parties. The notice shall specify the
quantity by which the exports are claimed to have exceeded the
quota and the period when such export quota was exceeded.

(c) The party or parties so notified, within thirty days after
receiving the notice, shall, by written notice to the Chairman,
either deny or admit the claim that such quota was exceeded.
In case such party or parties deny that the quota was exceeded,
or fail to notify the Chairman with regard thereto, the Chairman
shall submit to the Board of Arbitration hereinbefore provided
the question whether or not for the year involved the exports
from such country (for Cuba its exports to countries other than
the United States of America) exceeded its quota for such year.

(d) The Board of Arbitration shall be entitled to make such
investigation as it deems proper in order to determine the question
to be decided and to obtain all necessary information from any
party or parties to this Agreement with respect thereto. The
Board of Arbitration shall give to the parties hereto full oppor-
tunity of being heard and presenting any facts in regard to the
question.

As soon as practicable after the completion of the investi-
gation and hearings of the Board of Arbitration, it shall submit
its decision in writing to the Chairman of the International
Sugar Council. The decision of two of the three arbitrators shall
govern.

If the decision of the Board of Arbitration shall find that the
exports of the country involved exceeded the quota in question,
the decision shall also specify the extent by which such quota
was exceeded.

(e) Upon receipt of such decision of the Board, or if the party
or parties representing the country involved admitted that the
exports in question from such country exceeded its quota, the
Chairman shall call & special meeting of the Council for the
purpose of considering the action to be taken by the Council
with respect to such decision of the Board of Arbitration or such
admission, Such action shall require the approval of three-fourths
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(3) of all the votes allotted to the respective parties under
Article IV, excluding the party or parties representing the country
from which the excess of exports is claimed to have been made,
which majority to be sufficient shall consist of the votes allotted
to the parties acting for the industries of at least two-thirds
of the countries represented in this Agreement, excluding the
;:)ountry from which such excess of exports is claimed to have
een made.

If the Arbitration Board shall have decided that the export
quota of the country involved was exceeded, the party or parties
representing such country shall pay to the Council the cost of
arbitration.

ArTicLE IX.

This agreement shall continue until September 1st, 1935.
Executed at Brussels, May 9th, 1931.
INSTITUTO CUBANO DE ESTABILIZACION DEL AZUOCAR.
By Carros MaxuvEL DE CESPEDES.

VEREENIGING VAN Java Svuiker ONDERNEMERS TER
QUOTEERING DER UITVOEREN B1J INTERNATIONAAL CONTRACT
(Visoco).

By C. J. K. va~n AarsT; E. BENNINK ; A. A. Pauw;
A. W, HartMaN ; J. G. WIERENGA ; H. C. PRINSEN GEERLIGS.
‘WIRTSOHAFTLICHE VEREINIGUNG DER DEUTSCHEN ZUCEER-
INDUSTRIE.
By Ferrz HARNEY ; OTTO VON SOHLIEMEN.

USTREDNI SPOLEEK CESKOSLOVENSKEHO PRruUMYSLU CUEKRO-
VARNICKEHO.
By ROBERT MANDELIK; JOE HARTMANN; JOSEF VEPRIK;
F. E1B0GEN ; FELIX REDLICH.

ZWIAZEK ZACHODNIO-POLSXKIEGO PrZEMYSLU CUEROWNICZEGO
w. PoznaNty STOWARZYSZENIE WEPISANE.

By JosepH ZvouraNsk1; W.PSARSKT; T. DRZAZDZNYSKI.

ZwiazER Zawopowy CukrowNI B. KROLESTWA POLSKIEGO,
WoryN1a, Marororsgx I Srasga w. WARSZAWIE.

By Kamon SacHS.
Maoevan CUXKORGYAROSOE OR5zAG0S EGYESULETE.
By Epouarb Aczer; HuGo ELBOGEN; ALBERT HIBSCH.

Tee TEmTY-FIveE MEMBERS oF THE UNION EcoNoMiQum
BELGO-LUXEMBOURGEOISE.

By LuciEN BrauvpuiNy ; Eenmzst Oury ; LEoPoLD
KnoNacEer; Pavn DEsoames ; E. DUMONT DE CHASSART,
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PROTOCOL EXECUTED SIMULTANEOUSLY WITH THE
DEFINITE AGREEMENT BETWEEN THE UNDERSIGNED
PARTIES DATED MAY 9tm, 1931.

1. The undersigned parties to the Agreement dated May 9th,
1931, creating “The International Sugar Council,” hereby state
their understanding that if Czechoslovakia, Poland and/or
Hungary fail to adopt or enact, within a period of sixty (60)
days after the date of this Agreement, the legislation or govern-
mental decree contemplated by said Agreement for the limitation
of exports of sugar from their respective countries to the amount
of the quotas set forth in said Agreement and in accordance
with a system of export licenses or permits (subject to penalties
for violation) and effective as to all persons within the boundaries
of said countries respectively, then the parties to this Agree-
ment representing the industries of the other countries repre-
sented therein shall have the right to take up and consider what
action, if any, they shall take for the termination of the Agree-
ment, for the provision of guarantees satisfactory to all such
other parties, or otherwise. Notwithstanding the foregoing,
with respect to Poland it is understood that the Polish Corpora-
tions will, within said sixty (60) day period, deliver to the Chair-
man of the Council a letter from the President of the Council
of Ministers of Poland and/or the Minister of Finance stating
that the necessary legislation, as above provided, has been
approved by the Council of Ministers and has been drafted and
filed with the Chairman of the Polish Parliament, and will be
presented to the Parliament at its October, 1931, session.

2, It is further understood that if, during the period of the
Agreement, the legislation or governmental decree adopted or
enacted or to be adopted or enacted in the respective countries
for the limitation of exports as contemplated by the Agree-
ment, is repealed or altered so as to change the basis upon
‘which said Agreement was made, then likewise the other parties
to this Agreement shall have the right to take up and consider
what action, if any, they shall take for the termination of
the Agreement, for the provision of guarantees satisfactory to
all such other parties, or otherwise.

3. The wording of paragraph (d) of Article V of the Agree-
ment is based on the present rules and selling methods of the
V.IS.P. If the same are altered to such an extent that the
intention forming the basis underlying said paragraph is no
longer covered by such wording, the parties shall alter said
wording in order to adjust it to the original meaning.

4. No financial obligation shall be imposed upon any of the
parties hereto in connection with the provisions of the second
paragraph of Article VII of the definite contract without the vote
of the member of the Council entitled to cast the votes allotted
to such party, (either individuelly or jointly with other parties
representing the industry of the same country).
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5. The expenses of the Council shall not exceed the sum of
One hundred and fifty thousand dollars ($150,000) per annum,
without the imous vote of the International Sugar Council.

Dated, May 9th, 1931, at Brussels.

ADDITIONAL PROTOCOL EXECUTED SIMULTANEQUSLY
WITH THE DEFINITE AGREEMENT BETWEEN THE
UNDERSIGNED PARTIES DATED MAY 9rm, 1931.

As to the question of the import and export of white and raw
sugar from one of the European eontracting countries represented
in this Agreement to any of the other of said European countries
for consumption in the country to which shipped, it is in principle
agreed that the contracting parties representing the industries
of said countries bind themselves reciprocally to prevent such
operations ; but it is understood that if sugar, which has been
delivered on basis of terminal contracts, enters into one of said
European countries, the country having sold this sugar, cannot
be rendered responsible for it. The International Sugar Council
will occupy iteelf with the settlement of the whole question.
Inasmuch as there exist such running contracts, each party
representing a European country engages itself to make them
known to the countries interested therein.

Dated, May 9th, 1931, at Brussels.

RESOLUTIONS OF THE INTERNATIONAL SUGAR
COUNCIL, DECEMBER 2xvp, 1932.

The following Resolution, taken by the International Sugar
Council at tts Sizth Regular Meeting on 2nd December, 1932,
contains certain new arrangements regarding the export quotas
fixed in the Agreement of 9th May, 1931 :—

1. Germany agrees not to export more than 200,000 metric
tons from 1st September, 1932, to 31st August; 1933, instead of
the 300,000 metric tons to which she is entitled under Article I(c)
of the Agreement of 9th May, 1931.

2. Cuba and the European countries parties to the Agreement
excluding Germany, renounce their share in the German deficits
a8 they existed or will exist as on 1st September, 1932, and 1st
September, 1933, respectively, the first of which amounts to
150,000 metric tons and the second of which (see Clause 1 above)
will amount to 100,000 metric tons.

3. For 1932 Cuba obtains a total quota of 985,000 long tons
instead of her quota of 805,000 long tons plus about 65,000 long
tons as her share in the German deficit as on 1st September, 1931,
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4. For 1933 Cuba obtains instead of her quota of 855,000
long tons a quota of 1,000,000 long tons; such part of this
increase as results from renunciations on the part of the European
countries to be taken into account in connection with the guaran-
tee given in March, 1932, by the European countries and Peru
to Cuba as regards the exports of Java during the year ending
31st March, 1933. ’

6. The prices of 2c¢., 2}c. and 2jc. respectively mentioned
in Article V(a), (b), (d) and (g) of the Agreement are each de-
creased by }c. and therefore become 1ic., 2e. and 2}c. and those
of 12 guilders, 134 guilders and 15 guilders mentioned in Article
V (d), are each decreased by 1} guilders and therefore become
104 guilders, 12 guilders and 13} guilders respectively.

6. (a) Java cedes to Cuba the 5 per cent. increase of Java’s
quota to which Java might become entitled under article V (a)
taken in conjunction with the first part of Article V (d) of the
Agreement in the course of each of the calendar years 1934 and
1935. Java therefore retains her right to the increase of her
quota to which she may become entitled under Article V (b) in
conjunction with the second part of Article V (d) of the Agreement,

(b) Peru cedes to Cuba the 5 per cent. increase of Peru’s quota
to which Peru might become entitled under Article V (a) taken
in conjunction with the first part of Article V (d) of the Agree-
ment in the course of the calendar year 1934. Peru therefore
retains her right to the increase of her quota to which she might
become entitled under Article V () in conjunction with the second
part of Article V (d) of the Agreement.

7. Subject to the conditions set out in Clause 8 below, Ger-
many cedes to Cuba 76,666 metric tons out of the quota of 300,000
metric tons to which she is entitled for the year beginning 1st
September, 1933, and 76,666 metric tons out of the quota of-
300,000 metric tons to which she is entitled for the year beginning
1st September, 1934, under Article I(c) of the Agreement;
Cuba 1s entitled to produce and export these quantities to
countries other than the United States during the calendar year
1934 and 1935 respectively. )

8. Germany has theright to declare not later than 1st October,
1933, as regards the cession made for the year 1934 and lst
October, 1934, as regards the cession made for the year 1935
that, on account of her estimated crop and her estimated con-
sumption, she considers it necessary to export herself the above
mentioned 76,666 metric tons assigned to Cuba or a part thereof.
In such case, Cuba will automatically lose her right to the said
76,666 metric tons or such part thereof as Germany has declared
she will export herself.

Notification of Germany’s declaration shall be made by her
direct by cable to the Cuban Sugar Stabilization Institute and
simultaneously by telegram to the Office of the Council, and the
latter shall forthwith transmit the declaration by registered
letter to the President of each Delegation.
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9. Should Germany use her right under the preceding Clause
8, then an amount of 76,666 metric tons or such part thereof
&8 has been reclaimed by Germany will be ceded automatically
to Cuba before October 31st,.1933, for the year 1934 and before
October 31st, 1934, for the year 1935 by Czechoslovakia, Poland,
Germany, Hungary, Belgium and Jugoslavia out of their joint
quotes for the quota year then current, provided that none
of the other parties to the Agreement declares in writing in a
notification to be received by the Office of the Council on or
before 30th October, 1933, in respect of the year 1934 and on
or before 30th October, 1934, in respect of the year 1935 that it
is opposed to such cession.

The Office, upon receipt; of such notification shall forthwith
inform the Cuban Sugar Stabilization Institute by cable and the
President of each Delegation by registered letter accordingly.

The contributions of the above-mentioned countries to the
76,666 metric tons or any part thereof ceded to Cuba under this
Clause will be made in proportion to their export quotas for
the corresponding year under the Agreement.

10. In the event of Cuba receiving 76,666 metric tons or any
part thereof in any of the cases provided for in Clauses 7, 8 and 9
above, Cuba will :

(a) Renounce her rights under Article VI of the Agreement
to a share of the German deficit which mey exist on the
following 1st September, or to an amount equal to the part
of the 76,666 metric tons which she receives.

(b) Transfer to the country or countries from which she receives
the said amount or part thereof the 5 per cent. increase
of the quotas of Java and Peru provided for in Clause 6 (a)
and (b) above or a part of those increases proportionate
to the part of the 76,666 metric tons received by her,

Any part of the amount transferred by Cuba under Clause
10 (b) above whichfalls to bedistributed between thesix European
countries concerned ; to be divided among them in proportion
to their export quotas in the corresponding quota year.

11. In the event of Cuba not receiving any part of the 76,666
metrio tons as provided under Clauses 7, 8 and 9 above, she
shall retain her right under Article VI of the Agreement to her
share in the German deficit which may exist on the following
1st September, a8 well as to the increase of the 6 per cent. of
ﬂée quotas of Java and Peru as set out in Clauses 6 (a) and (b)
above.

The above arrangements are contingent on the Cuban 1833
erop not exceeding 2,000,000 Spanish tons as fixed by the decree
of the President of Cuba of 2nd November, 1932.
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ADHERENCE OF PERU AND YUGOSLAVIA TO THE
BRUSSELS AGREEMENT OF MAY 9=, 1931.
Peru adhered to the Brussels Agreement of May 9th, 1931,
on 4th October, 1931, with the following export quotas :—
1931 ...... 360,000 long tons tel quel
1932 to 1935 373,750 long tons tel quel per annum.

Yugoslavia adhered on the 8th July, 1932, with an annual
export quota of 15,000 metric tons.
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The Brussels Convention of March sth, 1902.

His Majesty the King of the United Kingdom of Great Britain
and Ireland and of the British Dominions beyond the Seas,
Emperor of India ; His Majesty the German Emperor, King of
Prussia, in the name of the German Empire ; His Majesty the
Emperor of Austria, King of Bohemia, &c., &c., and Apostolic
King of Hungary ; His Majesty the King of the Belgians ; His
Majesty the King of Spain, and, in his name, Her Majesty the
Queen-Regent of the Kingdom ; the President of the French
Republic ; His Majesty the King of Italy; Her Majesty the
Queen of the Netherlands; His Majesty the King of Sweden
and Norway ; )

Desiring, on the one hand, to equalize the conditions of the
competition between beet and cane sugar from various tountries,
and, on the other hand, to promote the consumption of suger ;

And considering that this twofold result cannot be attained
otherwise than by the abolition of bounties and by the limitation
of the surtax.

Have resolved to conclude a Convention to this effect, and
have appointed as their Plenipotentiaries, that is to say . . . «

Who, having exchanged their full powers, found to be in good
and due form, have agreed on the following Articles :—

ArTIcLE I.—The High Contracting Parties engage to suppress,
from the date of the coming into force of the present Convention,
the direct and indirect bounties by which the production or
exportation of sugar may profit, and not to establish bounties
of such & kind during the whole continuance of the said Con-
vention. For the application of this provision, sugar-sweetened
products, such as preserves, chocolates, biscuits, condensed
milk, and all other analogous products containing, in & notable
proportion, artificially incorporated sugar, are assimilated to
sugar.

The preceding paragraph applies to all advantages derived
dil'ectlyp or indiretlz)t.ly,g;yp thepgevera.l categories of producers,
from State fiscal legislation, and in particular to—

{a) Direct bonuses granted on exportation ;

(b) Direct bonuses granted to production ; N

(¢) Total or partial exemptions from taxation which profit &
part of the products of manufacture ;

(d) Profits derived from excess of yield ;

(e) Profits derived from too high a drawback ;

(f) Advantages derived from any surtax in excess of the
rate fixed by Article III.
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ArTicLE I1.—The High Contracting Parties engage to place
in bond, under the continuous supervision, both by day and
by night, of Revenue officers, sugar factories and sugar refineries,
a8 well as factories for the extraction of sugar from molasses.

For this purpose, the factories shall be so arranged as to afford
every guarantee against the surreptitious removal of sugar, and
the officers shall have the right of entry into all parts of the
factories.

Check registers shall be -kept respecting one or more of the
processes of manufacture, and finished sugar shall be placed in
special warehouses affording every requisite guarantee of security.

AnTioLE III.—The High Contracting Parties engage to limit
the surtax—that is to say, the difference between the rate of
duty or taxation to which foreign sugar is liable and the rate of
duty or taxation to which home-produced sugar is subject—
to & maximum of 6 fr. per 100 kilog. on refined sugar and on
sugar which may be classed as refined, a.nd.to 5 fr. 50 c. on other
sugar.

This provision is not intended to apply to the rate of import
duty in countries which produce no sugar ; neither is it applicable
to the by-products of sugar manufacture and of sugar refining.

AnTicLE IV.—The High Contracting Parties engage to im-
pose a special duty on the importation into their territories of
sugar from those countries which may grant bounties either
on production or on exportation. :

This duty shall not be less than the amount of the bounties,
direct or indirect, granted in the country of origin. The High
Contracting Parties reserve to themselves, each 8o far as concerns
itself, the right to prohibit the inportation of bounty-fed sugar.

In order to calculate the amount of the advantages eventually
derived from the surtax specified under letter (f) of Article I,
the figure fixed by Article III is deducted from the amount of
this surtax; half of this difference is considered to represent
the bounty, the Permanent Commission instituted by Article
VII having the right, at the request of a Contracting State, to
revise the figure thus obtained.

ArTtioLE V.—The High Contracting Parties engage reciprocally
to admit at the lowest rates of their tariffs of import duties’
su%ar the produce either of the Contracting States or of those
Colonies or possessions of the said States which do not grant
bo‘:lnties, and to which the obligations of Article VIII are appli-
cable.

Cane sugar and beet sugar may not be subjected to different
duties.
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ARTIOLE VI.~—Spain, Italy, and Sweden shall be exempted
from the engagements which form the subject of Articles I, II,
and III, so long as they do not export sugar.

Those States engage to adapt their sugar legislation to the
provisions of the Convention within one year—or earlier if
possible—from the time at which the Per t Commissi
shall have found that the above-mentioned condition has ceased
to exist.

.

AxrricLE VII.—The High Contracting Parties agree to establish
8 Permanent Commission charged with supervising the execution
of the provisions of the present Convention.

This Commission shall be composed of Delegates of the several
Contracting States, and a Permanent Bureau shall be attached
to it, The Comrmission elects its President ; it will sit at Brussels
and will assemble at the summons of the Presidenif.. o

The duties of the Delegates will be :—

{a) To pronounce whether in the Contracting States no
direct or indirect bounty is granted on the production or on the
exportation of sugar.

(b) To pronounce whether the States referred to in Article VI
continue to fulfil the special condition foreseen by that Artiele.

(¢) To pronounceé whether bounties exist in the non-signatory
States, and to estimate the amount thereof for the purposes of
Article 1V. '

(d) To deliver an opinion on contested questions.

(¢) To prepare for consideration requests for admission to
the Union made by States which have not taken part in the
present, Convention.

It will be the duty of the permanent Bureau to collect, trans-

late, arrange, and publish information of all kinds respecting

. legislation, on, and statistics of, sugar, not only in the Contracting
Btates, but in other States as well.

In order to insure the execution of the preceding provisions,
the High Contracting Parties shall communicate, through the
diplomatic channel, to the Belgian Government, which shall
forward them to the Commission, the Laws, Orders, and Regula-
tions on the taxation of sugar which are or may in the future be
in force in their respective countries, as well as statistical infor-
mation relative to the object of the present Convention.

Each of the High Contracting Parties may be represented on
the Commission by a Delegate, or by a Delegate and Assistant
Delegates.
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Austria and Hungary shall be considered as separate Con-
tracting Parties.

The first mesting of the Commission shall be held in Brussels,
under arrangements to be made by the Belgian Government, at
least three months before the coming into force of the present
Convention.

The duty of the Commission shall be limited to findings and
investigations. It shall draw up a report on all questions sub-
mitted to it, and forward the same to the Belgian Government, -
which shall communicate it to the States interested, and, at the
request of one of the High Contracting Parties, shall convoke a
Conference, which shall take such decisions or measures as
circumstances demand.

The findings and calculations referred to under letters (b) and
(c) must, however, be acted on by the Contracting States ; they
will be passed by a vote of the majority—each Contracting
State having one vote—and they will take effect in two months’
time at the latest. Should one of the Contracting States consider
it necessary to appeal against a decision of the Commission, the
said State must, within eight days of notification to it of the said
decision, require a fresh discussion by the Commission; the .
Commission will immediately hold a meeting, and will pronounce
its final decision within one month of the date of the appeal.
The new decision shall take effect, at latest, within two months
of its delivery. The same procedure will be followed with regard
to the preparation for consideration of demands for admission
provided for under letter (e).

The expenses incurred on account of the organization and
working of the Permanent Bureau and of the Commission—
excepting the salaries or allowances of the Delegates, who shall
be paid by their respective countries—shall be borne by all the
Contracting States, and shall be divided among them in a manner
to be determined by the Commission.

Articie VIII—The High Contracting Parties engage, for
themselves and for their Colonies or possessions, exception
being made in the case of the self-governing Colonies of Great
Britain and the British East Indies, to take the necessary
measures to prevent bounty-fed sugar which has passed in transit -
through the territory of a Contracting State from enjoying the
benefits of the Convention in the market to which it is being sent.
The Permanent Commission shall make the necessary proposals
with regard to this matter.

ARrTIOLE IX.—States which have not taken part in the present
Convention shall be admitted to adhere to it at their request,
and after concurrence has been expressed by the Permanent
Commission.
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The request shall be addressed through the diplomatic
channel to the Belgian Government, which shall undertake, when
occasion arises, to notify the adhesion to all the other Govern-
ments. The adhesion shall entail, as of right, acceptance of all
the obligations and admission to all the advantages stipulated
by the present Convention, and will take effect as from the 1st
September following the dispatch of the notification by the
Belgian Government to the other Contracting States.

ARTICLE X.—Tixe present Convention ghall come into force
from the 1st September, 1903.

It shall remain in force for five years from that date, and in

" the case of none of the High Contracting Parties having notified

to the Belgian Government, twelve months before the expiration

of the said period of five years, its intention of terminating the

effocta thereof, it shall continue to remain in force for one year,
and 8o on from year to year.

In the event of one of the Contracting States denouncing the
Convention, such denunciation shall have effect only in respect
to such State; the other States shall retdin, until the 3lst
October of the year in which the denunciation takes place, the
right of notifying their intention of withdrawing as from the 1st
September of the following year. If one of these latter States
desired to exercise this right, the Belgian Government shall
summon a Conference at Brussels within three months to consider
the measures to be taken.

ArTticLe XI.—The provisions of the present Convention shall
apply to the oversea Provinces, Colonies, and foreign possessions
of the High Contracting Parties. The British and Netherland
Colonies and possessions are excepted, save as regards the pro-
visions forming the object of Articles V and VIIL.

The position of the British and Netherland Colonies and
possessions is, furthermore, regulated by the Declarations inserted
in the Final Protocol.

ARTIOLE XIT.—The fulfilment of the mutual engagements
contained in the present Convention is subject, as far as necessary,
to the completion of the formalities and requirements established
by the Constitutional laws of each of the Contracting States.

The present Convention shall be ratified, and the ratifications
shall be deposited at the Ministry for Foreign Affairs at Brussels,
on the 1st February, 1903, or earlier if possible.

It is understood that the present Convention shall become
binding, as of right, only if it is ratified by those at least of the
Contracting States who are not the subject of the exceptional
provision of Article VI. Should one or more of the said States
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not have deposited their ratifications within the period stipulated,
the Belgian Government ghall immediately take steps to obtain
a decision by the other Signatory Powers as to whether the
present Convention shall come into force among them alone.

In faith whereof the respective Plenipotentiaries have signed

the present Convention.

Done at Brussels, in single eopy, March 5th, 1902.

For Great Britain :
(Signed)

CONSTANTINE PHIPPS.

' H. W. PRIMROSE.

For Germany :
(Signed)

H. G. BERGNE.
ARTHUR A. PEARSON.
E. C. OZANNE.

Grar voN WALLWITZ.
Vor KOERNER.
KUHN.

For Austria-Hungary :

(Signed)
For Austria :
(Signed)
For Hungary :
(Signed)
For Belgium :
(Signed)

For Spain :
(Signed)

For France :.
(Signed)

Covte DE KHEVENHULLER.
JORKASCH-KOCH.
TOEPKE ALFRED.

Coute DE SMET DE NAEYER.
CAPELLE.

KEBERS. -

D. DE SMET.

BEAUDUIN.

W. R. DE VILLA URRUTIA.

A. GERARD.
BOUSQUET.

- A. DELATOUR.

For Italy:
(Signed)

COURTIN.

R. CANTAGALLI.
EMILIO MARAINI.

For the Netherlands :

(Signed)

For Sweden :
(Signed)

R. D. PESTEL.

J. D’AULNIS DE BOUROUILL.
G. ESCHAUZIER.

A. van ROSSUM.

Comre WRANGEL.
C. TRANCHELL,
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Final Protocol.

On proceeding to the signature of the Sugar ‘Convention con-
cluded this day between the Governments of Germany, of Austria
and of Hungary, of Belgium, of Spain, of France, of Great’
Britain, of Italy, of the Netherlands, and of Sweden, the under-
signed Plenipotentiaries have agreed as follows :— !

As regards Article 11I.—Considering that the object of the
surtax is the effectual protection of the home marketa of the
producing countries, the High Contracting Parties reserve to
themselves the right, each as concerns itself, to propose an in-
crease of the surtax, should considerable quantities of sugar
produced by one of the Contracting States enter their territories ;
this increase would only apply to sugar produced by that State.

The proposal must be addressed to the Permanent Commission,
which will decide, at an early date, by a vote of the majority,
whether there is good ground for the proposed measure, as to the
period for which it shall be enforced, and as to the rate of the
increase ; the latter shall not exceed 1fr. per 100 kilog.

The assent of the Commission shall only be given when the
invasion of the market concerned is the consequence of real
economic inferiority, and not the result of a factitious increase
in price brought about by an agreement among producers.

As regards Article XI.—(A) 1. The Government of Great
Britain declares that no bounty, direct or indirect, shall be granted
to the sugar of the Crown Colonies during the continuance of
the Convention.

. 2. Tt also declares, as an exceptional measure, and reserving
in principle entire liberty of action as regards the fiscal relations
between the United Kingdom and its Colonies and possessions,
that, during the continuance of the Convention, no preference
will be granted in the United Kingdom to Colonial sugar as against
sugar from the Contracting States.

3. Lastly, it declares that the Convention will be submitted
by it to the self-governing Colonies and to the East Indies, so
that they may have an opportunity of giving their adhesion to i,

I_t' is understood that the Government of His Britannio
Majesty has power to adhere to the Convention on behalf of the
Crown Colonies.

(B) The Government of the Netherlands declares that during

. the continuance of the Convention no bounty, direct or indirect,

ehall be granted to sugar from the Netherland Colonies, and that

such sugar shall not be admitted into the Netherlands at & lower
Tariff than that applied to sugar from the Contracting States.
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The present Final Protocol, which shall be ratified at the same
time as the Convention concluded this day, shall be regarded as
forming an integral part of the Convention, and shall have the
same force, value, and duration.

In faith whereof the undersigned Plenipotentiaries have drawn
up the present Protocol.

Done at Brussels, the 5th March, 1902.
(Signatures as above).

Proces-verbal of Deposit of Ratifications.

The Contracting Parties having unanimously agreed that the
exchange of ratifications respecting the Sugar Convention signed
at Brussels on the 5th March, 1902, should be effected by means
of the deposit of the respective instruments in the archives of the
Ministry of Foreign Affairs of Belgium, the present record of
deposit has, with this object, been opened in the Ministry for
Foreign Affairs to-day, the 18th June, 1902.

(Signed) This day has been effected the deposit
P. pB FAVEREAU. of ratifications of His Majesty the King
of the Belgians.

The following have been successively

deposited :
(Signed) The 15th January, 1903, the ratifica-
BuLow. tions of His Majesty the German
Emperor, King of Prussia.
(Signed) The 29th January, 1903, the ratifica-
A. GERARD. tions of the President of the French
Republic.
(Signed). The 30th January, 1903, the ratifica-
R.pp PESTEL. tions of Her Majesty the Queen of the
Netherlands.
) (Siéned) The 31st January, 1903, the ratifica-

CoNsTANTINE PHIPPS. tions of His Majesty the King of the
United Kingdom of Great Britain and
Ireland and of the British Dominions
* beyond the Seas, Emperor of India,
according to the conditions laid down

in the note annexed.

(Signed) The 31st January, 1903, the ratifica-
T. B. KozigsroDzKI. tions of His Majesty the Emperor of
Austria, King of Bohemia, &o., &c.,

and Apostolic King of Hungary.

(Signéd)- The 1st February, 1903, the ratifica-
R. CaNTAGALLI. tions of His Majesty the King of Italy.
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"In accordence with Article XII of the Convention of the 5th
March, 1902, the present record has been closed on to-day’s date.
The Minister for Foreign Affairs
for Belgium,
(Signed) P. DE FAVEREAU.
Brussels, February 1st, 1903.

In depositing the ratifications of His Britannic Majesty, his
llency the Minister of Great Britain declares that it is
neceasary to place on record that the Government of His Britannic
Majesty will not consent under any circumstances to be bound to
penalize bounty-fed sugar imported into the United Kingdom

from any of the self-governing British Colonies.

He further declares that His Britannic Majesty's Government
are not prepared to accept any reference of this question to the
Permanent Commission to be established under Article VII, and
that His Majesty’'s ratification of the Convention is deposited
under the explicit declaration above mentioned.

The Secretary-General of the
Ministry of Foreign Affairs of Belgium,
(Signed) F. A. LAMBERMONT.

Bruassels, January 31st, 1903.

ADDITIONAL ACT TO THE SUGAR CONVENTION
OF MARCH G6th, 1902.
28th AUGUST, 1907.

The Governmente of Great Britain, Germany, Austria and
Hungary, Belgium, France, Italy, the Grand-Duchy of Luxem-
bourg, the Netherlands, Peru, Sweden, and Switzerland having
resolved to conclude an Additional Act to the Convention of
the 6th March, 1902, relative to Sugar Regulations, the Under-
signed, duly euthorized for this purpose, bave agreed upon
the following :—

ArTicLE 1.—The Contracting States undertake to maintain
the Convention of the 5th March, 1902, in force for a fresh
period of five years, commencing on the 1st September, 1908.

It shall, however, be possible for any one of the Contracting
Btates to withdraw from the Convention after the 1st September,
1911, provided one year’s notice has been given, if the Permanent
Commission, at the last meeting held before the 1st September,
1910, have decided by a majority of votes that circumstances
warrant such power being granted to the Contracting States.

For the rest, the provisions of Article X of the above-mentioned
Convention of the 5th March, 1902, concerning the denuncia-
tion and continued operation of the Convention shall atill be
applicable.
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ARTICLE 2.—Notwithstanding Article I, Great Britain shall
be relieved, after the 1st September, 1908, from the obligation
contained in Article IV of the Convention.

After the same date the Contracting States may demand
that, in order te enjoy the benefit of the Convention, sugar
refined in the United Kingdom and thence exported to their
territories shall be accompanied by a certificate stating that
none of this sugar comes from a country recognized by the
Permanent Commission as granting bounties for the production
or exportation of sugar.

ARTiCLE 3.—The present Additional Act shall be ratified, and
the ratifications thereof shall be deposited at Brussels, at the
Ministry for Foreign Affairs, as soon as possible, and in any
case before the 1st February, 1908.

It shall only become legally binding if it is ratified at least
by all the Contracting States which are not affected by the
special provisions contained in Article VI of the Convention.
In the event of one or more of the said States not having
deposited their ratifications by the proper time, the Belgian
Government shall, in the course of the month which follows"
the 1st February, 1908, call upon the States which have already
ratified to give a decision as regards the putting into force among
themselves alone of the present Additional Act.

The States which have not ratified before the 1lst February,
1908, shall be considered as having denounced the Convention
in time for it to cease to have effect as far as they are concerned
after the 1st of the following September, unless a contrary
decision shall have been come to, at the request of the Parties
interested, by a majority of the States called upon to deliberate,
as arranged for in the preceding paragraph.

In faith whereof the respective Plenipotentiaries have signed
the present Additional Act.

Done at Brussels, the 28th August, 1907, in a single signed
copy, of which a certified copy shall be given to each of the
Signatory Governments.

(Signatures for Great Britain, Germany, Austria-Hungary,
Austria, Hungary, Belgium, France, Italy, Luxembourg, Nether-
lands, Peru, Sweden, Switzerland).

Protocol of Signature,

On proceeding to the signature of the Additional Act of the
Convention respecting Sugar Relations, concluded this day
between the Governments of Great Britain, Germany, Austria

-and Hungary, Belgium, France, Italy, the Grand-Duchy of
Luxembourg, the Netherlands, Peru, Sweden, and Switzerland,
the Undersigned, duly authorized for this purpose, have agreed
upon the following :—
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SoLe ABTICLE.—It is understood that if the ratifications
which are necessary before the above-mentioned Additional Act
can be made valid, in accordance with Article 3, have not been
obtained by the lst March, 1908, His Britannic Majesty’s

- Government shall be able to denounce the Convention on that

.

date as from the 1st September, 1908, without entering into
the question whether they have previously ratified the aforesaid
Additional Act or not.

The present Protocol of Signature, which shall be ratified at
the same time as the Additional Act concluded under this day’s
date, shall be of equal force and validity.

In faith whereof the Undersigned have drawn up the present
Protocol.

Done at Brussels, the 28th August, 1907, in a single signed
eopy, of which a certified copy shall be given to each of the

.8ignatory Governments,

(Signatures as above).

Declaration.

For the purpose of preventing any doubts which might arise
in regard to the possible application of paragraph 3 of Article 3
of the Additional Act of the Sugar Convention, concluded to-day,’
the Undersigned, duly authorized for this purpose, declare that
they denounce conditionally, as far as may be necessary, the
Convention of the 6th March, 1902, in the event of their respective
Governments not having ratified in time the above-mentioned
Additional Act.

Done at Brussels, the 28th August, 1907, in a single signed
copy, of which a certified copy shall be given to each of the
Signatory Governments.

(Signatures as above).

On proceeding to the signature of the present Declaration,
the Swedish Plenipotentiary declares, in the name of his Govern-
ment, that in spite of the great hesitation to which the provision,
according to which the ratification must be deposited at latest
on the 1st February, 1908, has given rise on the part of Sweden
—in view of the fact that the Diet does not meet before the
15th January—the Swedish Government have nevertheless
authorized him to sign the above Arrangements, with the
conviction that, in the event of the approval of the Diet not
being given at the proper time before the 1st February, & request
for the extension of the time allowed for the deposit of ratification
would be favourably received by the other Governments.

Brussels, August 28, 1907,
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PROTOCOL RESPECTING THE ACCESSION OF RUSSIA.
19th DECEMBER, 1907.

Protocol.

The Imperial Russian Government having expressed their
desire to accede to the Convention of the 5th March, 1902,
relative to Sugar Regulations, as well as to the Additional Act
to the said Convention signed on the 28th August, 1907, and the
States at present Parties to the Sugar Union having recognized
that this accession cannot, on account of the special conditions
of the sugar jndustry in Russia, be subordinated to the general
conditions of the Convention, it has been agreed as follows
between the Government of Russia on the one hand and the
Governments of Great Britain, Germany, Austria and Hungary,
Belgium, France, Italy, the Grand-Duchy of Luxembourg, the
ll;l'et.garlands, Peru, Sweden, and Switzerland on the other

and :—

ARTICLE 1.—Russia adheres to the Convention of the 6th
March, 1902, respecting Sugar Regulations, as amended by the
Additional Act of the 28th August, 1907, with all the advantages
and all the obligations which it entails, with the reservations
and subjeot to the conditions referred to in the following Articles.

ArTiCLE 2.—Russia shall retain her present fiscal and customs
legislation as regards sugar, and shall not increase the advantages
which might result, in favour of the producers, from the maximum
sale price fixed for the internal market.

ARTICLE 3.—In consideration of the special arrangements
which are allowed to Russia by the preceding Article, she under-
takes not to authorize the exportation, with return of or exemption
from excise, of quantities of sugar exceeding the maximum
of 1,000,000 tons for a period of six years, beginning on the
1st Septemben, 1907.

This contingent will be divided among the different sugar

" seasons according to the requirements of trade, but in such a
way that the quantity allotted to each season shall not exceed
the following figures :(— .

oS,
Double season from Sept. 1, 1907, to August 31, 1909 . 300,000
Season from September 1, 1909, to August 31, 1910 200,000

”» » 1910, o 1911 200,000 .
”» ”» 1911, » 1912 200,000
» » 1912, ”» 1913 200,000

The engagements mentioned in this Article do not apply to
exports—

1. To Finland;

2. To Persia (for exports via the Caspian Sea and the land
frontier, and not for those via the Persian Gulf); and

3. To the other Asiatic countries adjoining Russia (for exports
via the land frontier only), with the exception of Turkey in Asis.
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ARTICLE 4.—The accession of Russia shall come into force
from the lst September, 1908.

During the Session preceding the 1st September, 1912, the
Permanent Commission shall decide by a unanimous vote as to
the treatment to be accorded to Russia should she be disposed
to continue to be a party to the Convention beyond the limit
of the lst September, 1913,

In the event of the Commission not being unanimous, Russia
shall be considered as having denounced the Convention, such
denunciation to take effect from the 1st September, 1913. -

ArTIOLE 56.—The present Protocol shall be ratified and the
ratifications thereof shall be deposited at Brussels, at the Ministry
for Foreign Affairs, as soon as possible, and in any case before
the 1lst February, 1908.

Done at Brussels, the 19th December, 1907, in a single signed
copy, a certified copy of which shall be delivered to each of the
Bignatory Governments.

(Signatures for countries which signed the Additional Act of
28 August, 1907, and for Russia).

On signing the Protocol of the 19th December, 1907, the
Plenipotentiaries of the Contracting States have been informed
of the communications given below, which. were addressed to
the Belgian Ministry for Foreign Affairs by the British, Italian,
and Netherland Legations at Brussels :—

M, le Ministre, . Brussels, December 18, 1907,

I have the honour to inform your Excellency, with reference
to your note of the 16th instant, that I am authorized to sign
the Protocol drawn up by the Sugar Commission in regard to
the admission of Russia to the Sugar Convention, subject to the
following declaration, which I am instructed to make at the time
of signing :—

“The assent of His Majesty’s Government to the present
Protocol is limited to the provisions enabling Russia to adhere
to the Convention, and does not imply assent to the stipulation
tending to restrict the importation of Russian sugar.”

1 should feel obliged if your Excellency would kindly cause
this declaration to be recorded in the proces-verbal of the signature
of the Protocol, so that note may be taken of it by the Repre-
sentatives of the Signatory Powers. .

I avail, &ec., ArTaur H. HA.BDD{GE L
(His Majesty's Britannic Minister).
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PROTOCOL CONCERNING THE PROLONGATION OF
THE INTERNATIONAL UNION CONSTITUTED BY THE
»SUGAR CONVENTION OF MARCH b5rr, 1902.

The German, Austro-Hungarian, Belgian, French, Luxem-
bourg, Netherlands, Peruvian, Russian, Swedish, and Swiss
Governments, having decided to maintain in force after the
31st August, 1913, the International Union constituted by the
Sugar Convention of the 6th March, 1902, the undersigned, duly
authorized to this effect, have agreed as follows :—

ArricLe 1.—The contracting States undertake to prolong
for a further term of five years, as from the st September, 1913,
the Sugar Convention of the 5th March, 1902, as amended and
completed by the protocol of the 26th June, 1906, relative to
the accession of Switzerland, by the Additional Act to the said
convention of the 28th August, 1907, and by the protocol of
the 19th December, 1907, relative to the adhesion of Russia,
subject to the condition that Switzerland shall be granted the
right to vote, which she did not obtain under the protocol of
the 26th June, 1906, and also subject to the provisions contained
in Article 2 below.

The said States undertake, in consequence, not to exercise
the right granted to them by Article 10 of the convention of
the 6th March, 1902, in regard to the denunciation of that
diplomatic instrument.

ARTICLE 2.—The amount of export of 200,000 tons granted
to Russia by Article 3 of the protocol of the 19th December, 1907,
for each of the four annual periods between the 1st September,
1909, and the 31st August, 1913, shall be maintained for each
of the five periods between the lst September, 1913, and the
31st August, 1918.

" Taking into consideration the fact that, owing to exceptional
circumstances, & shortage of sugar and & considerable rise in
price on the world’s sugar market occurred simultaneously in
191112, the contracting Stetes agree to Russia exporting an
_extra amount, to be divided as follows :—

Tons,
Year 1911-12 .. .i.civevennneses. 150,000
Year 191213 .....cc0vievevianea. 50,000
Year 1913-14 .......cciivvaenaa.. 50,000

ArricLE 3.—The present protocol shall be ratified and the
ratifications deposited at Brussels, at the Ministry of Foreign
Affairs, as early as possible, and, in any case, before the lst
April, 1912, -

It shall come into force on that date if it has been ratified
at least by the following sugar-exparting European States :
Germany, Austria-Hungary, Belgium, France, the Nether-
lands, Russia. .
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In this event the other States which have signed the present
protocol, but which have not ratified it by the date mentioned,
shall be able, nevertheless, by ratifying it before the 1st September-
of the same year, to continue to form part of the International
Union on the conditions allowed to them at present and for the
whole duration of the present protocol, provided that they have,
before the 1st April, 1912, given their definite consent to the
granting to Russia of the extra amount of export provided for
in Article 2 of the present protocol. They shall not in any
case be able to take advantage of the clause respecting tacit
renewal contained in Article 10 of the convention of the 5th
March, 1902, to continue their membership of the Union from
yoar to year.

ArTIOLE 4.—In the last session held before the 1st September,
1917, the Permanent Commission shall decide by a unanimous
vote a8 to the régime to be assigned to Russia in the case of her
being disposed to continue her participation in the convention
after the period ending the 1st September, 1918.

In the event of the commission being unable to agree,
Russia will be considered as having denounced the convention
as from the 1st September, 1918.

ArTIOLE B.—Each of the contracting States shall be at liberty
to withdraw from the Union on or after the 1st September, 1918,
upon giving one year's notice ; after that the provision of Article
10 of the convention of the 6th March, 1902, respecting denunci-
ation and tacit renewal shall again become applicable.

In witness whereof the undersigned plenipotentiaries of the
respective States have signed the present protocol.

Done at Brussels, the 17th March, 1912, in a single original,
a certified copy of which will be furnished to each of the signatory
Governmenta.

(Signatures for Germany, Austria-Hungary, Austria, Hungary,
Belgium, France, Luxembourg, Netherlands, Peru, Russia,
Sweden, Switzerland).

DECLARATIONS RELATIVE TO THE EXTRA AMOUNT

OF EXPORT ALLOWED TO RUSSIA UNDER ARTICLE 2

OF THE PROTOCOL OF MARCH 17rH, 1912, RESPECT-

ING THE PROLONGATION OF THE INTERNATIONAL
SUGAR UNION.

Ft'rpt Declaration.

The undersigned make the following declaration on signing
the protocol regpecting the prolongation of the International
Sugar Union +—
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The two supplementary amounts of 50,000 tons allowed to
Russia for the annual periods 1912-13 and 1913-14 shall be so
divided that the portion of the extra amount for each of the
four half-years between the 1st September, 1912, and the 31st
August, 1914, shall not exceed 25,000 tons..

(Signatures for Germany, Austria-Hungary, Austria, Hungary,
Belgium, France, Luxembourg, Netherlands, Peru, Russia,
Sweden, Switzerland).

Second Declaration.

The undersigned are authorized to make the following declara-
tion on signing the protocol concerning the prolongation of the
International Sugar Union :(—

The Governments which they represent undertake, in event
of their being unable to ratify the above-mentioned protocol
before the 1st April, 1912, to give, on that date at latest, their
definite assent to Russia being allowed the extra amount of
export mentioned in Article 2 of the said protocol.

In witness whereof they have signed the present declaration:

Done at Brussels, the 17th March, 1912, in a single original,
of which a certified copy shall be given to each of the signatory
Governments.

(Signatures for Luxembourg, Peru, Sweden, Switzerland).

Third Declaration. !

The undersigned is authorized to declare that the Government
of His Majesty the King of Italy give their consent to Russia -
being allowed the extra amount of export for the annual periods
1911-12 and 1912-13. .

Brussels, March 17, 1912, CosTa..

Note addressed to the Belgian Minister for Foreign
Affairs by the British Minister at Brussels.

M. le Ministre, Brussels, March 1Tth, 1912,

On the 18th December, 1907, my predecessor, Sir A. Hardinge,
addressed a note to your Excellency stating that he was authorized
to sign the protocol relative to the admission of Russia to the
Sugar Convention, subject to the reserve that the assent of
His Majesty’s Government to the protocol was. limited to the
provisions enabling Russia to adhere to the convention, and did
not Ymply assent to the stipulation regarding the exportation
of Russian sugar. .
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In view of this reserve, His Majesty’s Government consider
that their assent is not necessary for the increase of the exporta-
tion of Russian sugar provided for in the protocol recently
discussed by the International Sugar Commission, seeing that
such assent has never been given to its restriction, and they do
not therefore propose to authorize me to sign that protoeol,
which provides for an increase of the export of Russian sugar
a8 woll as for the renewal of the convention for five years from
the lst September, 1913. Nevertheless, in order to avoid all
possibility of misunderstanding on the subject, I have been
instructed by His Majesty’s Principal Secretary of State for
Foreign Affairs to state formally that His Majesty’s Government
806 no objection to the increase of Russian export in this or any
future year during the continuance of the convention, and I am
to ask your Excellency to be so good as to communicate the
purport of this note to the other members of the Sugar Union,
with & request that they will take note of it.

I avail, &ec., F. H. VILLIERS.

Sir F. Villiera to Sir Edward Grey.—{Received April 4.)

8ir, Brussels, April 3, 1912,

I have the honour to report that I am in receipt of a note,
dated the 1st instant, from the Belgian Minister for Foreign
Affairs, asking me to inform His Majesty’s Government that the
ratifications of all the Powers enumerated in Article 3 of the
protocol of the 17th March, 1912, concerning the prolongation
of the International Sugar Convention have been deposited at
the Ministry for Foreign Affairs. The ratification of the Grand
Duchy of Luxembourg has also been deposited.

The note goes on to state that the Governments of the other
States which signed the protocol, viz., Peru, Sweden, and
Switzerland, which had been authorized to deposit their ratifica-
tions after the 1st April, have in the meantime signified their
assent to the increase in the Russian export of sugar. As far
a8 Great Britain and Italy were concerned, who had not signed
the protocol, these countries had already given their assent to
the increase in the Ruseian export by the declarations formulated
by their representatives at the time of the signature of the
protocol. .

M. DavieNoN further states that a certified copy of the
proces-verbal of the deposit of the ratifications will shortly be
communicated to His Majesty’s Government.

I have, &c., F. H. VILLIERS,
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WITHDRAWAL OF THE BRITISH GOVERNMENT FROM
THE BRUSSELS SUGAR CONVENTION.

Sir Edward Grey to Mr. Macleay.
Sir, Foreign Office, August 2, 1912.

His Majesty’s Government have had under consideration the
conditions under which the Brussels Sugar Convention has been
renewed as between certain of the parties to that instrument
by the protocol of the 17th March, 1912, and they have reluctantly
come to the conclusion that they will be unable to remain parties
to that convention after the 1st September, 1913.

His Majesty’s Government have, however, no intention of
departing from the fundamental principles of the convention by
themselves giving bounties on the export of sugar, or by
giving preference to sugar produced within the British Empire
on importation into the United Kingdom, or by imposing a
higher customs duty on beet sugar then on cane sugar. They
will, moreover, be prepared to maintain the present system of
giving customs certificates to any refiners or exporters of sugar
not made from bounty-fed materials who may desire such certifi-
cates, with a view to enable the sugar to be imported into the
countries of the Sugar Union at the lowest rate of duty. His
Majesty’s Government will not depart in any particular from
the policy laid down above without giving due notice through
the usual channels to the States of the Sugar Union.

His Majesty’s Government, in making this declaration of
policy, desire at the same time to put on record their hope that
the States of the Sugar Union, on their part, will in no way
alter the existing régime applicable to sugar and sugared
products to the detriment of British trade.

I request that you will inform the Belgian Government
accordingly, and will request that the decision of His Majesty’s
Government to withdraw from the convention under the
provisions of Article 10, as well as from the subsidiary arrange-
ments by which this country is bound, may be communicated
to the other Powers parties thereto.

I am, &c., E. GREY.
(Translation).

M. le Chargé d’Affaires, Brussels, August 8, 1912.

In your letter of the 5th instant you notified to me the intention
of the British Government to withdraw from the International
Sugar Union as from the lst September, 1913.

T have the honour to give you & formal acknowledgment of
this denunciation.

In accordance with the wishes of the British Government,
the Belgian Government have mformed the other States of the

Sugar Union thereof.
Accept, &c. DAVIGNON.
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Draft of a Proposed International Convention on
the lines of the Brussels Convention of 1902.

By Dg. H. C. PrRINSEN GEERLIGS.
Published, October, 1929.1

ArTticLe I.—The High Contracting Parties engage to suppress,
from the date to be fixed hereafter, but, in any case, within &
period which shall not exceed two years from the date of the
coming into force of the present Convention, the direct and
indirect bounties by which the production or exportation of
sugar may profit, and not to establish bounties of such a kind
during the whole continuance of the said Convention. For the
application of this provision, sugar-sweetened products, such as
preserves, chocolates, biscuits, condensed milk, and all other
analogous products containing, in a notable proportion, artificially
incorporated sugar, are assimilated to sugar.

The preceding paragraph applies to all advantages derived
directly or indirectly, by the several categories of producers,
from State fiscal legislation, and in particular to—

{a) Direct bonuses granted on exportation ;

(b) Direct bonuses granted to production ;

(c) Total or partial exemptions from taxation which profit

& part of the products of manufacture ;

{d) Profits derived from excess of yield ;

(e) Profits derived from too high a drawback ;

(f) Advantages derived from any surtax in excess of the
rate fixed by Article ITI. :

ArricLE YI.—The High Contracting Parties engage to place
in bond, under the continuous supervision, both by day and
by night, of Revenue officers, sugar factories and sugar refineries,
as well as factories for the extraction of sugar from molasses.

For this purpose, the factories shall be so arranged as to
afford every guarantee against the surreptitious removal of
sugar, and the officers shall have the right of entry into all
parts of the factories. ’

Check registers shall be kept respecting one or more of the
processes of manufacture, and finished sugar shall be placed in
special warehouses affording every requisite guarantee of security.

1 Translated from the French.
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ARTIOLE III.—The High Contracting Parties engage to limit
the surtax (that is to say, the difference between the rate of
duty or taxation to which foreign sugar is liable and the rate
of duty or taxation to which home-produced sugar is subject)
to & maximum of 20 gold frs. per 100 kilog. on white sugar
which polarizes 99° or more, and to 15 gold frs. on other sugar.

This provision is not applicable to the by-products of sugar v
manufacture and of sugar refining.

ArTicLE IV.—The High Contracting Parties engage to impose
a special duty, in addition to that provided for in Article III,
on the importation into their territories of sugar from those
countries which may grant bounties either on production or
on exportation.

The High Contracting Parties reserve to themselves, each so
far as concerns itself, the right to prohibit the importation of
bounty-fed sugar.

ARTIOLE V.—The High Contracting Parties engage recipro-
cally to admit at the lowest rates of their tariffs of import duties
sugar the produce either of the Contracting States or of those
Colonies or possessions of the said States which do not grant
bounties, and to which the obligations of the last paragraph of
Article X are applicable.

Cane sugar and beet sugar may not be subjected to different
duties.

ArTicLE VI.—The United States of America and the Republic
of Cuba shall be exempted from the engagements imposed by
the first paragraph of Article V, and may continue to grant
each other reciprocally the benefits of a reduction of 20 per cent.
on the import duties on sugar.

ArTicLE VII.—The High Contracting Parties engage to limit,
not later than two years after the present Convention comes into
force, to the maximum of 30 gold frs. per 100 kilog. on sugar
polarizing 100° and in proportion on sugar of other polarization,
the consumption or excise tax levied on sugar on its with-
drawal from bonded warehouses for consumption and not to
increase said tax above the rate in force on the 1st...u.wu. > 19

AgTticLE VIII.—The High Contracting Parties engage to limit,
not later than two years after the present Convention comes
into force, to the figure of 40 gold frs. per 100 kilog. on white
sugar polarizing 99° or more, and 35 gold frs. on other sugars,
the total of the surtax and the consumption tax combined.

ARTIOLE IX.—The High Contracting Parties agree to establish
a Permanent Commission charged with supervising the execution
of the provisions of the present Convention.
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This Commission shall be composed of Delegates of the several
Contracting States, and a Permanent Bureau shall be attached
to it. The Commission elects its President ; it will sit &t ...
end will ble at the ns of the President.

The duties of the Delegates will be :—

(a) To pronounce whether in the Contracting States any
direct or indirect bounty is granted on the production.
or on the exportation of sugar.

(b) To pronounce whether the Contracting States levy on the
importation of sugar which is the produce of &
Contracting State any surtax in excess of that pro-
vided for in Article III.

{c) To pronounce whether the Contracting States levy taxes
on the consumption of sugar in excess of those
provided for by Article VII.

(d) To deliver an opinion on contested questions.

(e) To prepare for consideration requests for admission to the
Union made by States which have not taken part in
the present Convention.

It will be the duty of the Permanent Bureau to collect, trans-
late, arrange, and publish information of all kinds respecting
legislation on, and statistics of, sugar, not only in the Con-
tracting States, but in other States as well.

In order to insure the execution of the preceding provisions,
the High Contracting Parties shall communicate, through the
diplomatic channel, to the .. Government (or to the
Council of the League of Nat: , which shall forward them
to the Commission, the Laws, Orders, and Regulations on the
taxation of sugar which are or may in the future be in force in
their respective countries, as well as statistical information
relative to the object of the present Convention.

Each of the High Contracting Parties may be represented on
the Commission by a Delegate, or by a Delegate and Assistant
Delogates.

The firet meeting of the Commission shall be held in ...
under arrangements to be made by the ... Government
(or by the Council of the League of Nations) at least three
months before the coming into force of the present Convention.

The duty of the Commission shall be limited to findings and
investigations. It shall draw up a report on all questions sub-
mitted to it, and forward the same t0 the ... Government,
which shall communicate it to the States interested, and, at the
request of one of the High Contracting Parties, shall convoke a
Conference, which shall take such decisions QI measures as
circumstances demand. " .
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The reports on demands for admission will be passed by a
vote of tge majority—each Contracting State having one vote
—and they will take effect in two months’ time at the latest.
Should one of the Contracting States consider it necessary to
appeal against a decision of the Commission, the said State must,
within eight days of notification to it of the said decision, require
a fresh discussion by the Commission; the Commission will
immediately hold a meeting, and will pronounce its final decision
within one month of the date of the appeal. The new decision
shall take effect, at latest, within two months of its delivery.

The expenses incurred on account of the organization and
working of the Permanent Bureau and of the Commission—
excepting the salaries or allowances of the Delegates, who shall
be paid by their respective countries—shall be borne by all the
Contracting States, and shall be divided among them in a manner
to be determined by the Commission.

ARTICLE X.—The present Convention shall not affect the
relations between Colonies, Possessions, or Autonomous
Dominions and their Mother-Country, or between them ; those
relations shall be considered as internal matters not subject to
the provisions of the Convention.

Nevertheless, if a Colony or Autonomous Dominion desires
to be excluded from this exception, it shall be considered as
an individual Contracting Party, with the full obligations and
advantages stipulated in the articles of this Convention.

ArticLe XI.—The High Contracting Parties engage, for
themselves and for their Colonies or possessions, exception being
made in the case of the Colonies and self-governing Dominions
referred to in the last paragraph of Article X, to take the
necessary measures to provent bounty-fed sugar which has
in transit through the territory of a Contracting State from
enjoying the benefits of the Convention in the market to which
it is being sent. The Permanent Commission shall make the
necessary proposals with regard to this matter.

AnTiCLE XII.-—States which have not taken part in the present
Convention shall be admitted to adhere to it at their request,
and after concurrence has been expressed by the Permanent
Commission.

The request shall be addressed through the diplomatic channel
to the .......... Government, which shall undertake, when occasion
arises, to notify the adhesion to all the other Governments. The
adhesion shall entail, as of right, acceptance of all the obligations
and admission to all the advantages stipulated by the present
Convention, and will take effect as from the 1st September
following the dispatch of the notification by the ... Govern-
ment to the other Contracting States.
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ArTIcLE XIII.—The present Convention shall come into force
from the e

It shall remain in force for five years from that date, and in
the case of none of the High Contracting Parties having notified
10 the .emcsmnn . Government, twelve months before the expiration
of the said period of five years, its intention of terminating the
effects thereof, shall continue to remain in force for one year
and so on from year to year.

In the event of one of the Contracting States denouncing the
Convention, such denunciation shall have effect only in respect
to such State; the other States shall retain, until the 31st
October of the year in which the denunciation takes place, the
right of notifying their intention of withdrawing as from the
1st September of the following year. If one of these latter
States desires to exercise this right, the ... Government
shall summon a Conference 8t ... within three months to
consider the measures to be taken. ’

ARTICLE XIV.—The fulfilment of the mutual engagements
contained in the present Convention is subject, as far as necessary,
to the completion of the formalities and requirements established
by the Constitutional laws of each of the Contracting States.

The present Convention shall be ratified, and the ratifications
shall be deposited at the Ministry for Foreign Affairs at ...
[ - S ..y Or earlier if possible.

It is understood that the present Convention shall become
binding, as of right, when ratified by the Contracting States.
Should one or more of the said States not have deposited their
ratifications within the period stipulated, the ... Govern-
ment shall immediately take steps to obtain a decision by the
other Signatory Powers as to whether the present Convention
shall come into force among them alone.
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Comments on the Proposal
of Dr. Prinsen Geerligs for reconstructing
the Brussels Convention of 1902.

By Dr. Vriato GUTIERREZ.D

The project of reconstruction of the old Brussels Convention
of 1902 by Dr. PRINSEN GEERLIGS (published in Appendix IIT)
is undoubtedly & work of great merit.

It aims at two fundamental objectives of unquestionable
value, which should be applauded by all producers, namely :
to put a limit to the extremes of protectionism, and to stimulate
consumption through the healthy means of continued reduction
in the cost of sugar to the consumer.

Besides, it is based on the effective guarantees of the Govern-
ments and the participation of the largest number of producing
countries. And this also is to be commended.

It is not necessary here to give & detailed account of the
plan, since it is already well known to those who make a study
of these questions,

Of course, as its eminent author properly pointed out in his
study in the edition of the newspaper .De Telegraaf, of Amsterdam
of September 28th, 1929, the figures mentioned by him in his
project for the consumption tax and the surtax, and other-
details, were subject to discussion, since the principal object
for him consisted in arriving at a regulation of the matter along
the general lines suggested and in accordance with the present
situation to which they would have to be adapted.

With these reservations it is possible in my opinion to arrive
at a solution of the greater part of the practical difficulties which
the internal political situations of certain countries—as, for
instance, the United States—would present for a reduction in
the present protectionist duties. I also suppose that by this
means, which Dr. PRINSEN GEERLIGS leaves open, a solution
could be found for other problems which other countries might
present, such as the imperious necessity of maintaining their
production of sugar by means of special bounties. Of course,
the export bounties should disappear, but perbaps it may be
necessary to surrender to the demands of some countries to
continue bounties to its producers, who, otherwise, would not
be able to exist, and provided, of course, such bounties did not
lead to exports.

1 From an articie published in “El Mundo Asucarero™ (New York)
in July, 1930, which also app d in pap of Havana and
Amsterdam,
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There i8, nevertheless, a vulnerable point in the general plan
which Dr. PRINSEN G EERLIGS offers, to which it is not easy to find
a solution, adhering to the system adopted by him of not inter-
fering either with production or exports.

The difficulty arises from the text of Article 10 of his Project,
by which, deparhng from the prmcxple of the old Brussels
Convention, the rel the ies or self-governing
dominions and their mother-country are not affected by the
Convention.

The lusion of the eolonies from the. application of the
Conventlon. mphes that the sugars of the British Empire might
receive additional tariff f 8 or complete exemption from

duties, and other colonies likewise, and since the United
States government has in view the increase of ite duties, the
Philippines will soon be enjoying a protection equivalent to a
bounty of two cents per pound on raw sugar.

This situation does not prove compatible with the fundamental
urpose of preventing the stimulation of world production,
gecsuse it is precisely among a number of these countries that
there is & probability of considerable expansion, provided they
continue to enjoy free entry for their sugars or an increase in
their preferential.

Dr. PRINSEN GEERLIGS himself has come to the conclusion,
after a detailed study (in his report to the League of Nations,
April 12th, 1929), that ““the possibility of an unlimited expansion
for some time to come cannot be regarded as wholly non-
existent. In Cuba, the Argentine, Indisa, the Philippines, Queens-
land, Natal, China, Africa, Brazil and elsewhere, plenty of land
suitable for cane planting is still available. In many countries
the sugar yield per unit of area is still so much lower than it
might be that an immense increase could be secured by improving
the variety of cane, planting equipment, metheds of cultivation,
manuring, manufacturing, ete.”

And we can esay with respect to the Philippines concretely,
that they have a potential capacity for increasing their production
to & great extent, not equalled perhaps by any other country.
That the Philippines can increase their crop considerably and
rapidly is proven by the experience of the last few years. The
Philippines have in their favour, the subsidy which the customs.
duties of the United States grant their sugar producers, the
abundance of lands and labour, the cheapness of both, and also
the fact that the new Java cane, POJ 2878, is being rapidly
propagated in the Philippines with very favourable results,
On this point, Facts abowd Sugar, in 1ts issue of March 1st, 1930,
has the following to say :—

. " The POJ 2878 repeats in the Philippines its performance
in Java, where it is giving the planters about 30 per cent.
more sugar than they were obuumng from EK 28 or DI 52,
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formerly their best varieties. With such an increased pro-
duction within their grasp, the Java men were not slow in
throwing their old varieties overboard and giving POJ 2878
practically one hundred per cent. of their available acreage.
With the possibility of a similar increase being now offered
to the Philippine planters, it is only natural to expect that
they will show a similar eagerness to base their production
chiefly on this remarkable variety.

*“ The significance of this development will not be over-
looked by those who for one reason or another are interested
in the possibilities of expansion of the Philippine sugar
industry. The tests thus far made have not included all
the sugar producing districts of the islands, but if history
repeats itself there, as in Java, POJ 2878 will be the means
of increasing the sugar production of those islands to a
million tons annually without requiring the planters to
clear a single acre of new ground or open a single extra
furrow.”

Evidently, in order to solve this situation, looking forward
not to the next six or eight years, but to a more distant future,
we must consider the figures of production or of exports.

The observation can also be made in regard to Dr. PRINSEN
GEERLIGS' project, that the measures which he proposes would
operate too slowly in their effect upon the sugar market. This
seems to be evident.

But if the evils now existing are acute, then they require more
rapid, almost heroic, remedies, and they must be applied to the
figures of production or of exports. We therefore conclude that
it i8 necessary to introduce certain changes in Dr. PRINSEN
GEERLIGS’ project.

By combining the principles of the normalization of protection
(PRINSEN GEERLIGS’ project) with the principles of stabilization
of exports (Brussels Agreement of July, 1929), the mediate and
immediate solution of the world’s sugar problem would be found.

Besides putting a stop to the excesses to which protectionism
has been carried (by the total suppression of export bounties,
by the suppression or decrease, as far as possible, of the bounties
on production, by the reduction, to the extent that may be
feasible, of the tariff protection or surtax and of the consumption
taxes), it is necessary to seek, by more rapid means, an equilibrium
between the supplies of sugar (stocks and current production)
and the effective consumption of the world.

We believe those means to consist in the stabilization of
exports for the period of time which may be considered necessary
(according to the statistics of btocks or of surpluses and the
normal increase of consumption) to bring about an effective
equilibrium between production (including the existing surpluses)
and consumption. .
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The combination of theee means with those proposed by
Dr. PrINSEN GEERLIGS, by uniting them within the same plan,
is the logical solution.

We therefore venture to suggest as an ideal agreement for
the solution of the problems of the world sugar industry, the
reconstruction of the Brussels Convention of 1902, as proposed
by Dr. PRINSEN GEERLIGS, with the following modifications
and additions :—

First.—The High Contracting parties agree that for a period
of (four or five) years there shall not be exported annually from
their respective countries to foreign countries or to other countries
under the same sovereignty quantities of sugar in excess of the
equivalent of the highest quantity which they have exported
in any of the last five years, counting from the year 1925,
namely : (Here should follow the list of countries, with the
maximum quantity of exports to which they would be entitled
annuslly and the date from which the exports should begin to
be counted).

Second.—If any country, after having exported the amount
of sugar to which it is entitled, in accordance with this con-
vention, should find itself in possession of a considerable surplus,
it shall study and put in practice the to pr t this
surplus from i ing and to obtain as far as possible its
reduction in the course of the following year.

Third~1If any country should have been unable to export,
during the course of the year, the full quantity to which it is
entitled, on account of a decrease in its production, or because
its own internal consumption has increased, or for any other
reasons, the quantity which it failed te export cannot be exported
in a subsequent year and it can never make up such deficiency
by exporting more than its annual quota in a subsequent year,
since the quotas of exportation only indicate maximum possi-
bilities within each year. -

Fourth—The High Confracting parties, whose production
being at present less than their national consumption, sre &s
yet unable to export their own sugars without substituting for
them foreign sugars, agree for a period of (four or five) years
not to export annually to foreign countries a quantity of sugar
which in total exceeds the equivalent of the amounte imported
from foreign countries, in the same period of time.

Fifth—(In case it is absolutely indispensable, the following
stipulation could be added to the first paragraph of Article 1
of Dr. PRINSEN GEERLIGS’ project) :—

»* Nevertheless, the following countries . . . . . reserve the
right to maintain the existing direct bounties on production
or to create other direct bounties on production in substitution
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of the indirect bounties which they agree to suppress, for the
sole and exclusive reason that they consider said direct bounties
on production to be absolutely indispensable for maintaining
the latter for theu' national consumptlon, but in no case for

export.”

Sizth.—{Also if it were inevitable, on account of the internal
political situation of certain countries, the following could be
added to Article 3 of Dr. PRINSEN GEERLIGS’ project) :—

*‘ Nevertheless, the following countries only agree to do what
is possible, within their constitutional systems, to reduce their
protective duties or surtaxes to the limits fixed in this article,
and in any case they agree not to increase their present protective
duties, during the life of the present convention.”

The preceding paragraphs contain the fundamental points
for uniting the two plans which we have been examining. Other
details, such as the full powers of the Permanent Committee
and the form in which the voting should be done in order that
the agreements may be binding upon all, are questions of lesser
importance, which could easily be settled.

And in conclusion, let me repeat what I have said above,
namely : that an International Conference called together to’
discuss and agree to a Convention along the lines stated, would:
give the definitive solution of the present evils of the world
sugar situation, and until that ideal is attained, an agreement
such as that which was reached at Brussels last year, in which
the producers in other countries, such as the Philippines, the
Dominican Republic and Peru, and also those of Java, should
participate, would be the most constructive step taken in the
world’s sugar industry, since the Brussels Convention of 1902,
and would produce immediate and fruitful results, both for
the producers and for the consumers, by creating order and
confidence in an industry at present in great distresa.

VIRIATO GUTIERREZ.
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