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HEARINGS HELD IN WASHINGTON 



JOINr STATEMENT OF PRESIDENr QUEZON AND 
MR. SAYRE, CHAIRMAN OF TIlE INTERDEPART
MENrAL COMMITTEE ON PHILIPPINE AFFAIRS 

YMca 18, 1937. 
Arrangements are being made for the appointment shortly of a 

joint preparatory committee of American and Philippine experts. 
The committee is to study trade relations between the United States 
and the Philippines and to recommend a program for the adjustment 
of Philippine national economy. This announcement followed con
ferences between President Quezon, of the Philippine Commonwealth, 
and the Interdepartmental Committee on Philippine Affairs, which 
is acting on behalf of President Roosevelt in the preliminary dis
cussions. Assistant Secretary of State Francis B. Sayre is chairman 
of this Committee. 

In as much as the Independence Act provides that complete politi
cal independence of the Philippines shall become effective on July 4, 
1946, and in as much as President Quezon has suggested that the date 
of independence might be advanced to 1938- or 1939, it was agreed 
that the joint committee of experts would be "expected in making its 
recommendations to consider the bearing which an advancement in 
the date of independence would have on facilitating or retarding the 
execution of a program of economic adjustment in the Philippines. 
It was further agreed that preferential trade relations between the 
United States and the Philippines are to be terminated at the earliest 
practicable date consistent with affording the Philippines a reason
able opportunity to adjust their national economy. Thereafter, it is 
contemplated that trade relations between the two countries will be 
regulated in accordance with a reciprocal trade agreement on a 
non-preferential basis. 

u. S. INFORMATION LIBRARY. 
BOMBAY. 



PUBLIC NOTICE OF HEARINGS, MAY 28, 1937 

PUBLIC NOTICE 1 

IlEAruNGS ON UNITED STATES-PHILIPPINE AFFAIRS 

The Joint Preparatory Committee on Philippine Affairs was 
created with the approval of President Roosevelt and President 
Quezon of the Philippine Commonwealth to study United States
Philippine trade relations and to recommend a program for the 
adjustment of Philippine national economy. The Committee, in 
making its recommendations to the two governments, will be guided 
by the fundamental policies laid down in the joint statement issued 
by President Quezon and Mr. Francis B. Sayre, Assistant Secretary 
of State, on March 18, 1937.2 

To assist the Committee in preparing its recommendations, writ
ten statements will be received and public hearings Will. be held, 
both in the United States and in the Philippines, in connection with 
the objectives announced in the Joint Statement of March 18. The 
statements to be submitted to the Committee may include a consider
ation of the effects of existing legislation upon the commodities and 
services involved in the present economic relations between the 
United States and the Philippines. 

Arrangements for the submission of written and of brief supple
mentary oral statements to the Committee in the United States are 
indicated below. It is expected that public hearings will be held 
in Manila sometime during the month of September. 

The Joint Preparatory Committee on Philippine Affairs has pre
scribed the following rules and regulations to govern the submission 
of written and supplementary oral statements: 

Tna: AND PLACE FOR THE PREsENTATION OF WlUTTEN AND ORAL 
STATEMENTS 

All information and views in writing and all applications for 
supplemental oral presentation of views shall be submitted to the 
Committee not later than 12 o'clock noon, June 15, 1937. They 
should be addressed to "The Joint Preparatory Committee on Phil-

1 Department of State Pre88 Relea86 of May 28, 1937. 
• See ante, p. 3. 
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HEAlUNGS HELD IN W ASmNGTON 5 

ippine Mairs, Room 206, United States Tarur Commission, 8th and 
E Streets, Washington, D.C." Supplementary oral statements will 
be heard at a public hearing beginning at 10 o'clock a.m., on June 
16, 1937, before the Joint Preparatory Committee on Philippine 
Affairs, in the hearing room of the United States Tariff Commission 
in the Old Land Office Building, 8th and E Streets, Washington, 
D.C. 

FORM AND MANNER OF PusENTATION 

Written statements must be typewritten, processed, or printed. It 
is requested that fifteen copies be submitted in order to facilitate 
study of the briefs by each member of the Committee. 

Brief supplementary oral statements may be made to the Com
mittee at the public hearings only by persons who have filed written 
statements or briefs and who have, within the time prescribed, made 
written application for a hearing in order that a. schedule of ap
pearances may be arranged. 

Applications for supplementary oral statements should indicate 
the approximate amount of time requested of the Committee for the 
submission of views. 

The Joint Preparatory Committee on Philippine Affairs contem
plates the publication of the written and oral statements. 

FJuNCI8 B. Snu, Acting (Jhai1'm(J,n 
. Juint Preparatory (Jommitte6 on Philippi'M Affair8 



SUPPLEMENTARY PUBLIC NOTICE, JUNE 8, 1937 

SUPPLEMENTARY PUBLIC NOTICE 8 

HEARINGS ON UNITED STATES-PHILIPPINE AFFAIRS 

In accordance with the press announcement of May 28, 1937,' the 
Joint Preparatory Committee on Philippine Affairs will hold public 

. hearings to ascertain the views of interested parties regarding th6 
effects of existing legislation upon the commodities and services in
volved in the present economic relations between the United States 
and the Philippines. The hearings will begin at 10 o'clock a.m. on 
June 16, 1937, in the hearing room of the United States Tariff Com
mission, in the Old Land Office Building, 8th and E Streets, Wash
ington' D.C. 

In as much as the Committee has received requests for additional 
time in which to prepare and file adequate written statements or 
briefs, the time during which final statements or briefs may be filed 
has been extended to 12 o'clock noon, July 10, 1937. 

Preliminary statements of views in writing, and applications for 
supplementary oral presentation of views should be submitted to the 
Committee not later than 12 o'clock noon, June 15, 1937. They should 
be addressed to "The Joint Preparatory Committee on Philippine 
Affairs, Room 206, United States Tariff Commission, 8th and E 
Streets, Washington, D. C." 

Written statements, whether preliminary or final, should be type
written, processed, or printed. It is requested that fifteen copies be 
submitted in order to facilitate study of the briefs by each member 
of the Committee. 

Brief supplementary oral statements may be made to the Commit
tee at the public hearings only by persons who, before June 16, 1937, 
have filed either preliminary or final written statements and who 
have made application for a hearing. In order that a schedule of 
appearances may be arranged, applications for supplementary oral 
statements should indicate the approximate amount of time requested 
of the Committee for the submission of views. 

FRANCIS B. S.no, Acting Ohai'l"l'fW,1/, 
Joint Preparatory Oorrvmittee on Philippine Affairs 

• Department of State Pre" ReZease of June 8, 1937. 
• See a,nte, p. 4. 
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PROCEEDINGS OF JUNE 16, 1937 

IlEAJuNo Roo)(, U.S. TABIFI' CoHMI8SION, 

W ASBINGTON, D.C., 
Wedrte8day, J'IJIM 16, 1937. 

The Joint Preparatory Committee on Philippine Affairs met at 
10 o'clock a.m. 

Pre8ent: 
The Honorable FRANCIS B. SAYRE, Acting Ohairmooj 
The Honorable JOSE YllLO, Vice O/udrTn(Jlfl,j 
Mr. JOSEPH E. JACOBS, Vice Ohairmanj 
Mr. CoNRADO BENITEZ; 

Mr. Lours DoMFBATZKY; 

lIr. LYNN R. EDMINSTER; 
Mr. JOAQUIN :M. EIJZAJ.Dl:j 

Colonel DONALD C. lIcDONALD; 
The Honorable QmNTxN P ABEDES; 

Mr. CABL B. RoBBINS; 
The Honorable JOSE E. RoMERO; 
The Honorable MANUEL RoXA.Sj and 
Mr. FRANK A. W A.BING. 

OPENING STATElIENT OF MR. SAYRE 

Acting Chairman SAYRE. The Joint Preparatory Committee on 
Philippine Affairs, seated around this table, is engaged in a very 
far-reaching undertaking to ascertain how United States-Philippine 
commercial and other relationships may be adjusted in a way which 
will spell future happiness and prosperity for both peoples. This 
is a grave responsibility which I do not think we can overemphasize. 
The future stability and prosperity of the Philippines is of vital 
concern to Americans as well as to Filipinos. 

For over a quarter of a century successive administrations of our 
Government have based their policy with reference to the Philip
pines upon an abiding confidence in the ability of the Filipino 
people ultimately to govern themselves as a free and independent 
nation. The task of making the transition to a status of complete 
independence is one, however, which involves problems of great 
magnitude. These problems relate not merely to trade between the 

7 



8 .,HEARINGS HELD BEFORE THE COMMITTEE 

two peoples but also to political and economic considerations of far
reaching significance to the United States, to the Philippines, and 
to all nations having interests in the Far East. The attainment of 
the objectives which both peoples have in mind will require patience 
and a sense of fair play and cooperation. The Joint Committee, 
with such ideals in mind, is endeavoring to make some contribution 
toward the successful conclusion of this really great undertakin~. 

The terms of reference governing the work of this Committee 
. were mapped out in conference with President Quezon in March of 
this year. The circumstances which led up to the setting up of the 
Joint Committee were outlined in identic letters, dated May 24, 
1937, which, as Chairman of the Interdepartmental Committee on 
Philippine Affairs, I addressed to Senator Millard E. Tydings and 
to Congressman Leo Kocialkowski. The letter to Senator Tydings 
,vas printed in the Oongresswnal Record of May 26, 1937 (pp. 657~ 
6576). It was pointed out therein that responsible persons in both 
countries have felt that certain "imperfections or inequalities"-to 
use the terms of President Roosevelt-may exist in the Independence 
Act of March 24, .1934, and that these so-called "imperfections or 
inequalities" are susceptible of adjustment through joint study and 
conference. It has also been felt that uncertainties and miscon
ceptions in regard to the future political and economic relations of 
the Islands should be removed as soon as practicable because, until 
these uncertainties and misconceptions are removed, necessary eco
nomic adjustments in the Islands will be delayed. In addition, there 
are comparable problems involved in providing an adjustment of 
American export trade to a non-preferential, competitive position 
in the Philippine market. A recognition of the existence of these 
problems has led to the setting up of this Joint Committee in order 
to make studies, to hold hearings, to obtain the views of interested 
parties both in the United States and in the Philippines, and to make 
recommendations to the appropriate legislative authorities. 

It has been agreed. that, within a certain specified scope, this 
Committee ~hould have general and fairly extensive powers of 
recommendation; that the Filipinos should be given an opportunity 
to attain econonllc as well as political independence; and that pref
erential trade relations between the United States and the Philippines 
should be terminated at the earliest practicable date consistent with 
affording the Philippines a reasonable opportunity to adjust their 
national economy. It would not be fair or right suddenly to make 
abrupt changes which might entail economic disaster to the Philip
pines. I am sure that the American people want the Filipino 
people to have every opportunity' to establish a sound economic 
regime in order that they may be able to maintain their independence. 
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In an endeavor to find a solution of these problems the members of 
this Joint Committee of Americans and Filipinos are working 
shoulder to shoulder. 

This Committee, nevertheless, is performing a task which is merely 
preparatory or advisory in character. It has no power to decide 
upon courses of action. It has no power to control future legis
lation. But I hope that the Report and the recoIIlJ!lendations ·of the 
Committee will be so appealing, so inevitable because of the careful 
marshaling of facts leading up to the. conclusions, that both t.he 
American Congress and the Commonwealth Assembly will see fit 
to follow the recommendations and to embody them in such legis-
lation as may seem necessary and desirable. . 

The purpose of the hearings which begin this morning is to 
provide ample opportunity for the presentation of the views con
cerning economic and other relationships between the United States 
and the Philippines. I earnestly invite your cooperation and your 
help. 

The Joint Preparatory Committee on Philippine Affairs has sug
gested certain rules of procedure for these hearings and, with your 
permission, I would like to read them at the opening of these 
hearings. 

First, oral statements of views should be brief and supple
mentary to the written statements which are to be filed on or 
before 12 o'clock noon, July 10, 1937. 

The thought of the Committee was that it would be perhaps idle 
to read aloud briefs which have been turned in already. The whole 
thought of these oral hearings is to give opportunity to anyone 
who cares to do so to enlarge upon or supplement the written briefs 
that are filed. . 

I need hardly say that the written briefs will receive the closest 
kind of study and attention and scrutiny of every member of this 
Committee. We will rely largely upon those written briefs. No 
one need fear that having turned in a written brief his case will be 
unstudied. 

The second regulation is that persons presenting oral state
ments may be questioned by members of the Com.m.it~ during 
and at the close of their presentation. 

I think that is clear. Our thought in questioning is simply to 
bring out the facts, not an argued debate on the merits at all, but 
simply to assist in the presentation of true and justified-by-experi-
ence facts. . 

Third, the hearings will begin at 10 o'clock a.m. on June 16, 
1937, and each day thereafter until all witnesses have been 
heard. Hearings may be continued at 2 :30 o'clock p.m. 
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I hope it will not be necessary to hold afternoon hearings, al
though we may have to do so. 

Fourth, the Chairman will ascertain from each person appear
ing before the Committee at the beginning of his statement, the 
approximate amount of· time which he desires. The Chairman 
may use his discretion in apportioning the time of the Committee 
at each hearing. 

This morning we have three reprQSentatives before the Committee: 
Mr. H. A. White, representing the Philippine Packing Corporation; 
Mr. Daniel R. Forbes, representing the Philippine Mahogany Manu~ 
facturers' Import Association; and Mr. Louis B. Montfort, repre
senting the Crown Manufacturers Association. 

Mr. White, are you prepared to proceed ¥ 
Mr. WHITE. Yes, Mr. Chairman, I am. 
Acting Chairman SAYRE. Then, Mr. White, will you be good 

enough to make your appearance. 

STATEMENT OF MR. H. A. WHITE, REPRESENTING THE 
PHILIPPINE PACKING CORPORATION 

Mr. WHITE. My name is H. A. White. My permanent address 
is 101 California Street, San Francisco, California. 

I represent, as the. Chairman has said, the Philippine Packing 
Corporation. Our business is to grow and can pineapples in the 
Philippines. We have filed with the Committee a. statement which 
gives the essentials of our business,' and I shall try not to repeat any 
of the facts given in that statement. 

However, there" is a phase that is not developed in the statement 
which I would like to present here in a. very brief way. 

In such a development as ours there is tied in with the economic 
phases a social phase which is of extreme importance. We have gone 
to the northern part of Mindanao in a section that was entirely un
settled, except so far as a. few cattle ranches are concerned, and we 
have developed pineapple plantations there. We have built a can
nery on the seacoast, the seacoast having been settled but with no 
industry. 

We are furnishing employment at this time to some 2,000 people 
in our project, and this will probably, if we are permitted throuah 
economic phases to expand and develop, furnish employment tor 
perhaps 3,000 or 4,000 people. 

We have 8. stabilizing influence in that section of the country which 
is very close to Moro territory; and, from that standpoint, we think 

11 See vol. III. 
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we are of great value to the Philippines. I bring that forth from the 
fact that we are doing something in the Philippines besides making 
money and paying wages. 

The second phase that I wish to develop is one which I touched 
upon in the brief which we have filed, and that is the need for a 
United States market for our products. 

The tariff on canned pineapple is a flat-rate tariff. It is 2 cents a 
pound of the net weight of the contents of the can. That means the 
equivalent of 90 cents a case of our standard base-unit can, a no. 2% 
can, or 45 cents a dozen. In other words, practically 4 cents a can 
is the full tariff. 

I can say very frankly, although I cannot give detailed costs, that 
there is not 90 cents a case [profit 2] in the canning of [Philippine 2] 
pineapples. Therefore, it is impossible, at least under the present
day set-up, to meet the full tariJf. 

Why must we have the United States market' 
We produce a quality product which is not competitive in the 

cheaper markets which are supplied by Formosa, Singapore, and such 
other producers. 

The type that we produce is equivalent to and is interchangeable 
with the Hawaiian pack. As I have stated in the brief, approxi
mately only 4 percent of the Hawaiian pack finds its market outside 
of the United States. 

Under the present Tydings-McDuffie act our program calls for con
tinuing to operate until 1946. What will happen subsequent to that 
time is anybody's guess. But from a practical angle we have to figure 
on getting out our investment in that period of time. 

During that period of time we will have to pay [the 6fIUwa1ent of 2] 
from 5 to 25 percent tariJf. Whether we will be competitive during 
the last 2 or 3 years is a question. It depends upon conditions. If 
pineapples should bring $2 a dozen, our flat-rate tariff would mean 
one thing; if $1.50 a dozen, the flat-rate tariff would mean another 
thing; and it means a larger portion of the revenue. We figure that 
over this 10-year period our average will be satisfactory and that we 
will be competitive with the Hawaiian product. 

There is one other matter of considerable importance. Am I 
running over my time' 

Acting Chairman s.uo. No, no. Take all the time you desire. 
Mr. WHITE. That is the matter of pineapple juice. I think all of 

you will realize that there is a very large market in this country for 

• CorrectIon made In accordance with the brief submitted by the Philippine 
Packing Corporation; see vol. III. 

82709-38-vol. 2--2 
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pineapple juice. While accurate figures are not available, in 1930 
[1936 8],5,000,000 cases of juice were exported from Hawaii and sold. 

The Philippines are a potential source of pineapple juice and can 
take part of and participate in that market under free-trade condi
tions. However, the tariff on juice is entirely different from the 
tariff on pineapples. It is 70 cents per gallon on juice, which rep
resents $1.18 a dozen, no. 2 tall cans, which is the standard juice can 
that we base our statistics upon. 

The selling price in the United States for Hawaiian pineapple 
juice is $1.14 a dozen. We cannot pay $1.18 tariff and sell [at S ] 

$1.14, and do business. 
The investment in developing [juice products 8] is quite large. It 

is a very technical method of manufacture, requiring expensive proc
esses and [centrifuges 8], and so on, and we would not be justified, 
particularly with [the probability of being subject to 8] the tariff, 
in putting the investD;lent into juice manufacture, because we would 
not be able to get our money back. If we had a definite [long
term 8] period of £ree trade ahead we could enlarge our activities to 
a considerable extent by the manufacture of this juice. 

However, with the tariff as high as it is on juice we could not do 
that, even under the Tydings-McDuffie act, because of the 5, 10, 15, 
and 25 percent tariff over the 10-year period. 

Those are the points I wished to develop. 
Acting Chairman SAYRE. That is all you care to say affirmatively, 

is it, Mr. White' 
Mr. WHITE. Yes, Mr. Chairman. 
Acting Chairman SAYRE. I wonder if any member of the Commit

tee would like to ask some questions of Mr. White! 
Mr. EDMINSTER. Mr. White, do you think you could compete rea

sonably successfully with the Hawaiian and pay any appreciable 
tariff at all on pineapples in this market' 

Mr. WHITE. May I answer that question by asking another ques
tion' What is your definition of "any appreciable tariff'" I might 
answer that question to this extent, that during this 10-year period 
we think we could average through satisfactorily and compete. 
Whether during·the tenth year at 25 percent or during the eighth 
year at 15 percent we would be strictly competitive, we do not know. 
We are a little ahead of them without any tariff. That is obvious, or 
else we would not be in business in the Philippines. From the stand
point of the risk, with the uncertainty that has existed through all 
these years, we went out there with the purpose of being a little 
better than competitive. We figure we will average over that period. 
But what we can do in anyone year with any amount of tariff is a 

I See footnote 2, ante, p. 11. 
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question. Labor costs are going up all over the world. We do not 
know how they will go there with relation to Hawaii. The question 
of the buying power of the American public for pineapples will de
termine the price of pineapples. If that price is high, naturally we 
can stand more tariff. In a year when the price is low we cannot 
stand that tari1f. 

Mr. EnlllIN8TEIl. I was thinking more particularly of your competi
tive relationship with Hawaii, which has free access to this market. 
I mean at any price-level. 

Mr. WHITB. At any price-level that competition, Mr. Edminster, 
is dependent upon conditions. At $1.50, if we are paying a tariff of 
5 cents a case, the 5 cents represents a certain percentage of the 
$1.50. At $2 we could much better afford to pay the 5 cents than we 
could the $1.50. 

Mr. EnlllINSTER. But at a high price the Hawaiians can also make 
more money in selling in this market' 

lIr. WHITE. We hope they could. But I think we could still be 
competitive at the higher price. When you get your volume up high 
enough you can absorb that tariff at a proper price; but when you 
are low you cannot. 

Acting Chairman SAYlIE. Are there any other questions! 
Mr. RoXAS. What is your standard of labor for wages! 
Mr. WHITE. At the present time we are paying 80 centavos a day 

on the plantation. I would like to ask Mr. Crawford about that' 
Yes; we are paying 80 centavos on the plantation, and in the fac

tory we are paying 1 peso a day for men and 80 centavos for women. 
Those are the basic rates. Naturally a very large proportion of the 
employees are above that basis. 

I will also say that I believe that is right in line with the present 
government wages for the same type of work; and it is considerably 
higher than is paid for any other work in that section of the country. 

lIr. RoXAB. Do you provide housing facilities to your labor' 
Mr. WHITE. Our plantation labor has housing, fuel, medical atten

tion, and the things that go with that type of thing on a plantation. 
Mr. RoXA&. The labor that you have on those plantations comes from 

what province' 
[Mr. WHITB. I] Again I will have to refer to Mr. Crawford. 
Well, it is primarily BohoL 
Mr. RoXA8. What would happen to those laborers if the industry 

suddenly had to stop work' 
lIr. WHITE. The laborers would have to go back and live Ill! probably 

a good many of them used to liv&-Illore or less from hand to mouth; 
and they would have to attempt to get work on the [coconut 8] plan-

• See footnote 2, ante, p. u. 
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tations, possibly in some rice-growing sections, and they would have to 
lower materially their standard of living. 

Mr. RoXAs. Do you think thoy could find the opportunity for profit-
able and gainful work in the vicinity of northern Mindanao! 

Mr. WHITE. Not without our industry; no, Sir. 
Acting Chairman SAYRE. Are there any other questions 1 
Mr. YULO. How much less does it cost you to produce pineapples in 

the Philippines. than it does in Hawaii ,. 
Mr. WHITE. You are asking a question that is rather difficult to 

answer. I think the Committee will have to appreciate that there are 
certain figures that cannot be given from the standpoint of the trade. 
We cannot tell our Hawaiian competitors how much we may be making 
or how much we may not be making, or what it costs us comparatively. 
Otherwise they would go out and boost even the present tariff. 

Mr. YULO. My question to you was intended to find out how much 
protection they need in Hawaii. 

Mr. WHITE. How much protection they need in Hawaii, you sayl 
Mr. Y ULO. Yes. 
Mr. WHITE. Again, that would depend upon the price of the goods 

and comparative costs. I am frank to admit that Hawaiian costs are 
going up today, following this labor movement on the mainland, and 
much more rapidly than in thl} Philippines. But I think the Com
mittee also realizes fully that the labor situation in the Philippines 
is becoming more difficult and more costly. 

Mr. YULO. Do I understand that if no change js made in the [Inde
pendence 8] Act by 1946 you will not be able to compete with Hawaii' 

Mr. WmTE. We will not be able to compete with Hawaii if there is 
no change in the Independence Act. 

Mr:. Y ULO. Does the Independence Act permit you to liquidate your 
business in 1946 without a loss' 

Mr. WHITE. We are planning our business so as to be in position to 
liquidate in 1946. In other words, we are writing [off 8] our entire 
capital investment so that we will be in position to liquidate. There 
might be some other answer during that period. We might possibly 
be able to develop the Singapore type and get into the market; I don't 
know. We will not throwaway that investment if we can possibly 
avoid it. But it will be impossible to continue along the Illes under 
which it was originally made. 

I might put it in another way. If we had no investment there today 
we would not make an investment there in anticipation of continuing 
after 1946 .. 

Acting Chairman SAYRE. Are there any further questions t 
Mr. ELIZALDE. Mr. White, will you please tell us how many Ameri

can employees you have in the Islands t· 

I See footnote 2, ante, p. 11. 



HEARINGS HELD IN WASHINGTON 15 

Mr. WII1'l'& How many there are in the Islands, you ask' 
Mr. EI.UATDL Yes; how many American employees do you have in 

the Islands' 
Mr. WII1'l'& We have none in Manila. We have no office in Manila. 

'Ve have seven Americans over there. 
Mr. ELIZALDE. And they are all in northern Mindanao, are they' 
Mr. WHITE. Yes; they are all in northern Mindanao. Mr. Craw

ford is the general manager of our operations. We have an American 
as head accountant; and we have an American as factory superin
tendent, which covers the very technical phase. 

Mr. ELIzALDE. And is he an engineer! 
Mr. WII1'l'& He is a cannery engineer. As you probably know, 

canning is a very technical type of work and it requires a great many 
years of experience to be able to operate a factory of that size. 

In addition, we have two men on our plantation, both agricultural
college graduates with long experience in agricultural matters. In 
other words, our highly technical staff is composed of Americans. We 
reduced it from about 17 men, whom we had originally taken out, to 
about 7. We replaced the mea we originally took out with Filipino 
employees as they learned the various duties and became sufficiently 
familiar with the operations. 

Mr. EUZAJ.DE. Have you not been canning other products than pine
apples there'· How about fish' 

Mr. WHITE. We had an experience over a few years in the clIJlning 
of tuna, but we abandoned that operation last year owing to the fact 
that we did not seem to be able to catch enough fish and bring them 
in at a cost sufficiently low to make any profit on the finished product. 
It was an experiment. 

I imagine we spent probably 200,000 pesos on the experiment. We 
had boats and a great deal of equipment, and we made a very thorough 
trial of it; but we came to the conclusion that it was not economically 
suited to our particular type of operation. 

Mr. EI.TZAt.DL Have you had any difficulty with the plant diseases 
over there' 

Mr. WHITE. When we first went in and started our plantings we 
had some ·trouble. But we sent out a pathologist, who worked on the 
problems for approximately a year and a half. He found the answer 
to those questions, and we now have them under control. 

Mr. RoMERO. Is there any difference in quality, in comparing the 
Hawaiian and the Philippine pinea.pples' 

Mr. WHITE. I might answer that, Mr. Romero, by stating that in 
our particular business, that is, in our particular company, we pro
duce also in Hawaii; and our Philippine product goes right in with 
our Hawaiian product and is interchangeable with it. The actual 
raw fruit has certa.in slight diiferences which disappear in the 



16 HEARINGS HELD BEFORE THE COMMITTEE 

processing. I defy you to take six cans packed in Hawaii and six cans 
packed in the Philippines, of the same grade, and pick out which is 
which. 

Mr. ELIZALDE. There is no nQticeable difference ¥ 
Mr. WHITE. No, Sir. There is no noticeable difference. 
Mr. BENITEZ. What is the name of your product' 
Mr. WHITE. The bulk of the product is sold under the name "Del 

Monte". 
Mr. DOMERATZKY. Mr. White, what is the size of your plantation' 
Mr. WHITE. We operate on various leases. We are now phnting 

approximately 1,000 acres a year. We will plant about 1,500 acres 
this year. We cycle that over a 5-year period. It takes about 5,000 
acres or 6,000 acres to take care of our planting cycle. 

Mr. DOMERATZKY. Even admitting the fact that the Philippine 
pineapples cannot compete with Singapore pineapples, what is the 
reason for that' . 

Mr. WHITE. With respect to the Singapore pineapple: first, their 
labor situation is such that it is very cheap. The second point is the 
land situation, that being such that the bulk of the lands are rubber 
lands and pineapples are a byproduct. 

Third, the manufacturing process is very crude. They get a fin
ished product that is very poor, and they do it very cheaply, and so 
much so that we, with our large-scale, high-quality type of manu
facturing, cannot compete. 

Mr. EDMINSTER. Mr. White, I would like to come back to this ques~ 
tion. You say you are interested in the Del Monte brand' 

Mr. WHITE. Yes, Sir. 
Mr. EDMINSTER. Then you have corporate interests in Hawaii as 

well, have you Y 
Mr. WHITE. Yes, Sir. 
Mr. EDMINSTER. If you abandon your operations in the Philippines 

would you attempt to expand them in Hawaii in order to take up the 
slack' 

Mr. WHITE. We would take up the slack in Hawaii. Originally 
we went to the Philippines for various reasons; but, primarily, at the 
time we went to the Philippines agricultural conditions with respect 
to pineapples in Hawaii were quite discouraging. There were II. num
ber of plant diseases, the yields were low, and we wanted to spread 
and have different sources of raw materials. 

Since that time the scientific work that has been done in agricul
ture in Hawaii has not only brought the yields back to where they 
were but has practically doubled the acreage yield. Hawaii now has 
a potential production of probably 50 percent more than is now being 
operated. 
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In Hawaii we have our normal portion, but we still want to take 
the portion from the Philippines in order to balance the two plants 
and the two units, as we originally intended. And we are clI.rrying 
out our original program-limited 1l0W, of course, to the lO-year 
period. 

Mr. EnMINBTEB. Then, as I understand it, as matters stand now, 
your operations in Hawaii would be readily expandable, and the 
costs of production would not increase rapidly with an expansion of 
operations in Hawaii under present conditions. 

Mr. WlIlTE. Not in Hawaii. As a matter of fact, Hawaiian costs 
would tend to decrease slightly, owing to the higher volume without 
added overhead, should we expand Hawaii to the limit. 

Mr. DOHERATZKY. In your brief, Mr. White, I understand that the 
proportion of the Philippine pineapples to your Hawaiian pineapples 
fluctuates considerably. Is that right@ 

Mr. WHITE. Yes, Sir. 
Mr. DOHERATZKY. Is that due to your policy or due to the crop! 
Mr. WHITE. It is due to something described by a word that all 

of us have heard at some time, and that word is "depression". We 
developed this plant and got it into production just prior to the 
depression. The world demand for pineapples during that period 
went down from approximately 11,000,000 cases to about 8,000,000 
cases. We had to drop our production all over, both in Hawaii and 
in the Philippines. The Philippines, not being so far along in progress 
and having the lesser amount of money tied up in it at the moment, 
was naturally the one we shut off first in order to conserve and keep 
money enough to go back into business when conditions improved. 
1934 was the first year after the depression that we were able to see 
far enough ahead to start a definite planting program. And we are 
now on a definite program. 

I also [atated 8] in the report, I believe, that we produced 277,000 
cases last year; and this year we [will produce 8] perhaps 450,000 
cases. Our estimates, based upon the yields that we have had and 
the plantings now in the ground-because we cannot change next 
year-indicate that in 1938 we will pack in excess of 500,000 cases, 
probably about 525,000. 

We are aiming at a program that will produce 600,000 to 700,000 
cases in 1939. We would like to go a little faster than that, but we 
also have to be very careful, in view of-at least, judging from news
paper reports-a possible earlier termination of our protection. 

Mr.PABEDES. Mr. White, did I understand you to say that you 
cannot find any other market in the world for good pineapples ~ 

• See footnote 2, ante, p. 11. 
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Mr. WHl'l'E. We can find another market in the world for good 
pineapples if we can produce them cheaply enough to sell in compe~ 
tition with the poor pineapples. 

Mr. PAREDES. Would not the good type of pineapples sell at a 
higher price than the poor type ¥ . 

Mr. WHITE. No, Sir. The principal markets of the world outside 
of the United States are price markets. Even Canada is a price 
market. Canada consumes a surprising amount of Singapore pine~ 
apples. And Canada goes so far as to take the Cuban pineapple, 
which is a very nice fresh fruit but is not a satisfactory canned prod~ 
uct, and actually brings the fresh fruit into Canada, packs it there 
and sells it locally at a very low price-and at such a price that we 
cannot compete to any considerable extent. 

Mr. PAIUlDE8. If that type of pineapples were sold in the United 
States at lower prices than your good pineapples, do you think that 
kind would sell more readily or do you think the good kind would 
sell more readily 9 

Mr. WmTE. I do not believe I understand your question, Sir. 
Mr. PAREDES. Suppose there were a big shipment of bad pineap~ 

pIes into the United States; do you think the American public would 
take the bad pineapples or the good pineapples ¥ 

Mr. WHITE. The American public would take a portion of the 
bad pineapples. We are experiencing that condition today. For~ 
mosa is sending its pineapples into this country. During 1936, 
175,000 cases of Formosa pineapples came in and paid the tariff and 
still undersold our goods. The country absorbed that amount very 
readily. But that is only 175,000 cases out of the 11,000,000 cases 
that were sold from Hawaii and the Philippines combined; so it 
was really only a drop in the bucket. I believe the Formosa product 
at a cheap price might perhaps take up as high as 10 percent of our 
market if they could get in without a dumping basis, that is, selling 
at the price they do over the tariff, which is really a dumping propo~ 
sition. And they can afford to send a certain amount of their stuff 
in. 

Mr. P AIUlDES. I suppose that when you started in the business in 
the Philippines you made investigations as to soil conditions allover 
the Islands 9 

Mr. WHITE. I mig"ht [state 8] that I made the first trip to the 
Philippines in 1923, as a matter of fact, at the invitation of a return~ 
ing Philippine Commissioner, whom I had met in Hawaii and who 
had said, "Why don't you come and try our country' We think you 
can grow pineapples there." 

• See footnote 2, ante, p. 11. 
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I believe Mr. Roxas was in that group at the time. 
Mr. RoXAB. Yes; I was. 

19 

Mr. WHITE. We studied the entire group of islands. I went with 
carriers (cMgadorea), walked across Mindanao, and crossed Luzon 
and all over. We finally located this spot as being the most desir
able in the Philippines. We had soil samples and studied them. We 
brought out small quantities of plants and actually grew them to see 
how they would really develop, and that was before we went into it 
to any large extent. That took us until 1927, that is, over four years, 
before we made any considerable coIpDlercial planting. 

Mr. PAREDES. But, generally, is the soil in the Philippines adapt
able to the production of pineapples' 

Mr. WHITE. In certain sections of the Philippines it is; in certain 
,.,ther sections it is not. 

Now, gentlemen, please do not misunderstand me. You can grow 
pineapples in almost any section of the Philippines. But in order to 
get the yields and the type of fruit necessary for commercial practice, . 
the locations are greatly narrowed. 

Mr. ELIzALDE. Have you had any big losses on account of weather 
('onditions from time to time' 

Mr. WHITE. No, Sir; we have not. We are out of the typhoon belt 
in the section where we are located. There have been no large losses, 
although there were some small losses, but nothing out of the ordi
nary and nothing that would not be expected in normal agricultural 
practice. 

Acting Chairman SA.YRE. Are there any other questions that anyone 
wishes to ask ¥ 

(No response.) 
The Committee appreciates very much, Mr. White, your appearance 

bere this morning. 
Mr. WmTE. And my statement or brief will be made a part of the 

record' 
Acting Chairman SA.YRE. Yes; it will be. 
(The statement and brief referred to are printed in vol. m.) 
The next witness to appear before the Committee will be Mr. Daniel 

R. Forbes, of the Philippine Mahogany Manufacturers' Import Asso
ciation. 

t 
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STATEMENT OF MR. DANIEL R. FORBES, ON BEHALF OF 
THE PHILIPPINE MAHOGANY MANUFACTURERS' IM
PORT ASSOCIATION 

Mr. FORBES. Mr. Chairman and Gentlemen of the Committee: We 
did not request the opportunity of being heard orally at this time 
but we stated in the petition,· as you may see, that we would like to 
have the opportunity of filing additional data which are more avail
able in the Islands than they are here. We would like to have that 
opportunity, if the Committee please. 

Acting Chairman SAYRE. If I understand correctly, you are sug
gesting that you put in an oral appearance at the hearings in the 
Philippine Islands ¥ 

Mr. FORBES. Yes, Sir; and supported by data which are more easily 
available from the Government data. in the Islands than they are 
here. 

Acting Chairman SAYRE. You would prefer to put in your appear-
ance in the Philippine Islands rather than here' 

Mr. FORBES. Yes, Mr. Chairman. 
Acting Chairman SAYRE. That is quite acceptable. 
Mr. FORBES. And we have some data to present, Mr. Chairman. 
(The data referred to are contained in the following petition:) 

Cable Address: Phllpol't. Phone: Tucker 3585. 

PHILIPPINE MAHOGANY MANUFACTURERS' IMPORT ASSN., INC. 

W. G. SCRIM, Prelrident F. J. DUNBAR, Secreta", anti TrelJ8urer 
M. S. CHAPIN, Vice-President G. P. PUBCHASIiI, ABBt. Secretarg-Treaaurer 

111 WEST SEVENTH STREET 
LoB AngeZeB, (Jalifornia 

To the 

JOINT PBEPARATOBY COMMITTEE ON PHILIPPINE AFFAIRS. 

PETITION OF THE 
PHILIPPINE MAHOGANY MANUFACTURERS' IMPORT ASSOCIATION 

GENTLEMEN OF THE COMMITTEB:: 
The Philippine Mahogany Manufacturers' Import Association is an incor

porated trade aSSOCiation, organized under the laws of California, for the promo
tion of the interests of manufacturers and importers of, and dealers in, Philippine 
lumber. Its membership.1s composed of American firms and individuals engaged 
in the industry, including American companies which operate lumber mills in 
the Philippine Islands and export lumber and timber products to many countries, 
Including the United States. 

These American manufacturers operating mills in the Philippines have very 
large investments in plants and equipment, including land, reilroads, and build
ings. Practically all ot their mechanical equipment is of American manufacture, 

• See infra. A supplemental petition was filed with the Committee in Sep
tember 1937; see vol. III. 
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and the IDltlal and annual renewal cost of American machinery and supplies 
Is InbstantfaL 

These Amerlcan-ilwned and -operated mills bave establiAbed in tbe world's 
markets an increasing demand for their production, and only a small proportion 
of their ontpnt is imported Into the United States. They tnrnish to American
owned vessels a very large traffic which is of some importance to our mercantile 
marine. 

Shortly after American occupation of the Philippine Islands, and with the en
couragement of American military and civil administrations, American investors 
began the development of the lumber industry in the Islands. 

Through the wise foresight of the early American administrators the bulk 
of the forest lands of the Islands were made part of the public domain and 
private operations were permitted under concessions granted by the Insular 
Government, and lumbering operations bave been and are conducted under 
the supervision of the Government of the Philippine Islands. The' adminis
tration of the Forest Service of the Philippine Government has been able and 
just and has encouraged American investors to increase their investments for 
the improvement and expansion of their operating facilities. One of these 
American-owned and -operated mills is the largest hardwood mill In the world. 

There Is being prepared from corporate records and from the official records 
of the Government of the Philippine Islands, which are not completely ava,il
able here, statistical data covering the investments and production of these 
mills, and this will be presented at the bearings of the Committee to be beld 
In Manila. 

The concessions under which these mills are now operating are for varying 
terms, and expiration dates In some cases will occur after the contemplated 
complete independence of the Government of the Philippine Islands. 

Numerous other lumber operations under concessions granted by the Govern
ment of the PhlUpplne Islands are conducted by individuals, firms, and corpo
rations of nationalities other than American. These include British, Japanese, 
and Chinese, as well as those of Philippine citizenship. However, the Ameri
can investment is grea,ter than that of any of the other nationals. 

All of the mills now operating under existing concessions are subject to 
equivalent rates of taxation, stumpage charges, and other impositions, and all 
have enjoyed equal status, treatment, and privileges before the Government 
of the Philippine Islands, without regard to nationality. 

It Is this equality of treatment which has encouraged American as well as 
other nationals to develop the national resources of the Islands and to increase 
their Investments In such operations. Out of this has grown a keen but healthy 
competition between .operators of these different nationalities. There has 
therefore been established, ta the great present and future benefit of the 
people of the PhlUppine Islands, a thriving and growing industry utilizing 
natural resources, owned and controlled by the Government of the people of 
the Islands i and this has been brought about almost entirely by the wisdom 
of the early American administrators, the efficient ad~inistratioii of their suc
cessors, both American and PhlUppine, and the business leadership of American 
operators. 

It is therefore but right and just that those American pioneers and their 
successor-investors should have assurance that the enjoyment of equal rights 
and privileges with other nationals, both Philippine and others, will be perma
nently preserved i that any and all opportunities given to native or other 
nationals be given to American nationala under the same terms and conditions; 
and that taxes, duties, and imposts of any and all kinds which may be required 
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by the Independent Government of the Philippine Islands shall be imposed 
impartially without regard to nationality, whether it be Philippine, American, 
or otherwise. ' 

Such assurance, we respectfully urge, should be expressed in specific terms 
in the covenants that are drafted as a result of the negotiations now pending. 

The consideration of both the American and Philippine delegations is most 
respectfully solicited. 

Respectfully, 

June 11, 1987 

Daniel R. Forbes, 
Attorney at Law, 
839 17th Street NW., 
Washington, D.C. 

IMPORT AsSOCIATION 

By DANIEL R. FoBBESI 
Oou1UJel 

Acting Chairman SA.YRE. The next witness will be Mr. Louis B. 
Montfort, representing the Crown Manufacturers Association, who 
will speak on metal bottle caps. 

STATEMENT OF MR. LOmS B. MONTFORT, ON BEHALF 
OF THE CROWN MANUFACTURERS ASSOCIATION OF 
AMERICA 

Mr. MONTFORT. My name is Louis B. Montfort, and my address is 
218 Munsey Building, Washington. I am secretary of the Crown 
Manufacturers Association of America. 

The metal and cork caps used on beverage bottles all over the world 
are standard all over the world. Wherever you go they are used as 
beverage closures. . 

We are experiencing very serious difficulty with the Japanese 
products. I think there is a small crown manufacturing plant in the 
Philippine Islands. 

We find that our ship sales in this country will approximate 
100,000,000 gross. We have had very substantial exports in former 
years to the Philippine Islands. I cannot give you the exact gross
age, but I will be very glad to do so and will request permission to 
file an additional brief, including in it those additional data. 

Our ship sales grossage last year amounted to between 60 and 70 
million gross of crowns. That is in view of a very definite expanding 
market all over the world for crowns to be used for the closing of 
beverages. 
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Our principal difficulty is in the so-called "deCorated crown", as 
distinguished from the plain single- or double-lacquered crown, which 
is a crown that merely looks as if it is a. tin covering. 

The decorated crown is the crown that is used to label, and not 
only to label but in this country it is used in the various states. to 
tax beverages. We are collecting taxes for about 10 of the s.tate~ 
of the United States. It is used primarily on beer and soft drinks. 

The Japanese tari1f in the Philippine Islands, as I understand it, 
approximates about 15 percent. I am reliably informed, and I will 
be glad to support it in a brief, that unless we can get a preferential 
tari1f of at least 25 percent we wilfhave to go out of the Philippine 
market and surrender it to the Japanese. 

I shall be glad to answer any questions that anyone desires to ask 
me. What I have just said is the sum and substance of the statement 
that we have to make. We are asking for help. 

There are about 20 manufacturers of crowns in the United States. 
They are scattered from the Atlantic to the Pacific coast. The group 
that I represent has 16 manufacturers and represents 90 percent of 
the crown production. It really represents approximately 98 percent 
of the crown production in the United States, and practically of 
the world. 

Acting Chairman SAYRE. Are there any questions! 
Mr. DOHERATZKY. Do any of the members of your association. have 

branch plants in foreign countries ¥ 
Mr. MONTFORT. There are some branch plants. They are not 

exactly branch plants j they are subsidiary plants. There are some 
plants in Germany, and there are some in England. Some of the 
cork is cut in Spain, in Portugal, and in North Africa. But I do not 
know of any branch plants in the Orient, although possibly there 
might be one in Canton or in Hong Kong, but I do not think so. 
However, I can very easily ascertain that information. 

Mr. DOMERATZKY. I was under the impression that the Crown Cork 
Company had some. 

Mr. MONTFORT. No doubt you are thinking of the Crown Cork 
International, which is a separate and distinct company, Mr. 
Domeratzky. 

Mr. DOMERATZKY. But there is no affiliation' 
Mr. MONTFORT. Yes, Sir; there is. But it is a separate and distinct 

company. I think they did have a plant in England that they sold 
within the last few years, if I am not mistaken. 

Mr. DOMERATZKY. How do you account for the ability of tha 
.Japanese to undersell you in the Philippine Islands, Mr. Montfort! 

Mr. MONTFORT. It is primarily because of the labor costs involved. 
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Mr. DOMERA'I'JJXY •. Is there much labor involved' 
Mr. MONTFORT. It is sufficient to make it a very expensive item. 

Then there are the- material costs. Of course, l'ight now, due to the 
Spanish situation, the price of cork has advanced very greatly. Our 
costs are based upon our cork costs, our tin costs, and our labor costs; 
and, too, the decorated crown has a. lithographing cost. 

Mr. DOMERATZXY. Have you any idea as to what the proportion 
of the labor cost is to the total cost' 

Mr. MONTFORT. I imagine it is about 25 percent of the total cost. 
Mr. DOMERA'I'JJXY. You think it is about 25 percent of the total 

cost! . 
Mr. MONTFORT. I shall be very glad to make an investigation as to 

that. 
Mr. DOMERA'I'JJXY. Do the J apa.nese have any advantage in the 

buying price of the cork' 
-Mr. MONTFORT .. r do not think: so, because the cost price is fixed by 

the distance you have to go back into the cork forest to get the cork. 
There is enough cork to supply the needs of the world forever, 
according to the information that I have.~ 

The minute you run into a deficiency in cork, the price is advanced. 
That is a labor charge there. But they will go back into the forest 
and produce the cork for you. • 

Mr. DOMERA'I'JJXY. Would you say that the Japanese have an 
. advantage in the metal oost' 

Mr. MONTFORT. Yes; I would say they would have some slight 
advantage in the metal cost, being somewhat closer to the source of 
the tin down in the Straits Settlement. 

Mr. DOMERA'I'JJXY. Isn't'tin sold at a world price' 
Mr. MONTFORT~ Not necessarily; no, Sir. There is a great deal of 

price fixing charged; but I have never seen a price-fixing charge in 
my life that you could not beat. 

The Japanese had been buying a great deal of scrap tin in this 
country, until we were stopped by the State Department from selling 
it to them. That was practically all scrap tin from crowns stamped 
out. Crowns are stamped out in large lots, that is, 288 crowns every 
time a machine stamps. That leaves the fringe from which the 
crown is cut. That was baled and sold to the J apanase, and in very 
substantial amounts at a very substantial price. What they were 
using the tin for, we do not know. We know only that they were 
buying scrap tin over here at a very substantial price. Apparently 
they were paying more here for their tin than they were down the 
Straits Settlement. 

Mr. DOMERATZXY. When you speak of scrap tin you really mean 
scrap tin-plate, do you not' 
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Mr. MONTFORT. Yes, Sir; that-is right. That is what we call that 
scrap tin. 

Mr. DOMERA'l'ZKY. But it is all tin-plate. All of that material 
that you use is really tin-plate; you do not use lacquer that takes its 
placet -

Mr. MONTFORT. No, Sir. Most beverage crowns are used on pres
sure bottles, and these bottles carry a very substantial pressure, for 
instance, on Coca-Cola and beer, and they are all charged with carbon 
dioxide. 

All crowns are standard in the industry that I represent. They 
use approximately 110 tin-plate for that. They have never been 
able to find anything that would satisfactorily substitute for tin. 
They have tried aluminum and other things, but they are not satis
factory. On some food closures they use aluminum caps and so'fter
metal substitutes. But even the food closures are mostly made from 
tin. 

When I speak here about grossage, I am talking about tin-plate 
grossage. • 

Acting Chairman SAm Are there any other questions! 
Mr. Ex.TUT.DE. About how long have you been in the Philippine 

market' How many years have you been in that market' 
Mr. MONTFORT. We have bOOn in the Philippine market ever since 

I have been associated with them, And that was in 1925. 
Mr. EUZAIJ)l). And it has been an important market ever since' 

then' 
Mr. MONTFORT. Any foreign market is an important market to us. 
Mr. Er.TzUDE. But you have no office in Manila' 
Mr. MONTFORT. Not that I know of. My group dOllS not have an 

-office in Manila. The Crown Cork & Seal Company, the Armstrong 
Cork Company, the Bond Manufacturing Company and the Western 
Stopper Company, of San Francisco, may have representatives over 
there. 

Mr. Ex.nUDE. What firm are you representing' 
Mr. MONTFORT. I represent the group, the association. 
Mr. EIJUT.I)E. What are the firms which import into Manila' 

Do you know that' 
Mr. MONTFORT. I would list the Armstrong Cork Company, the 

Mundette Cork Corporation, the Crown Cork & Seal Company, of 
Baltimore, possibly the Bond Manufacturing Cozppany, of Wilming
ton, Delaware, and the Western Stopper Company, of San Francisco. 
The Armstrong Cork Company is at Lancaster, Pennsylvania. 'The 
Western Stopper Company, of San Francisco, is a subsidiary of the 
Crown Cork & Seal Company. 
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Mr. ELIZALDE. Do you know the names of the firms which actually 
import in Manila~ 

Mr. MONTFORT. No, Sir; I do not. I imagine they would be the 
breweries and the soft-drink manufacturers who are over there. 

Mr. ELIZALDE. Do you sell direct ~ 
Mr. MONTFORT. We sell direct to the bottler. We do not deal 

through brokers at all. We usually sell right direct to the bottler. 
I don't know of any firm in the United States who handles a deco
rated crown who does not. 

Before prohibition was repealed we manufactured and sold more 
than 30,000,000 crowns to be used on home-brew beer in this count~y. 
It might be interesting to know that we had never recovered that 
market until this year. This year the breweries passed the 30,000,000 
gross. So prohibition repeal did not help us so very much. 

Mr. ELIZALDE. Can you give us the gross of your business in the 
Philippines¥ 

Mr. MONFORT. I am unable to give you that. The crowns are 
shipped in carload lots of approximately 30,000,000 gross. That is 
the minimum on a carload. From that you might be able to figure 
what the tonnage is. It is very heavy because of the tin. 

Mr. ELIZALDE. But you cannot answer that question as to the ton
nage that goes to the Islands ~ 

Mr. MONTFORT. No, Sir. But I will be very glad to give that to 
you at a, later time. 

Mr. ELIZALDE. I will appreciate it. 
Acting Chairman SAYRE. That may be inserted in the record, if you 

will be good enough to forward it to us.li 

Are there any other questions to be asked of Mr. Montfort at this 
time¥ 
If there are no further questions, Mr. Montfort, I want to say that 

we appreciate your kindness in coming before us. 
I wonder if there happens to be anyone here this morning who is 

not scheduled to appear today but who would like to appear before 
the Committee at this time ¥ 

Mr. Forbes deferred his appearance until the hearings in the Phil
ippine Islands, so we have a little spare time available. If there is 
anyone who would like to make his appearance now, we will be glad 
to hear him at this time. 
If nobody is present who would like to make a statement at this 

time, we will adjourn until tomorrow morning at 10 o'clock. 
(Thereupon, at 11 o'clock a. m., an adjournment was taken until 

Thursday, June 17, 1937, at 10 o'clock a. m.)' 

• See post, p. Zi. 
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(The letter of Mr. Montfort above referred to follows:) 

THE CROWN MANUFACTURERS ASSOCIATION OF AMERICA 

LouIs B. MOND'OBT 
B~c,dWe Secretarv 

oM 
Oefteral COUnBei 

MUNBI!lY BUJI.DING 

W ABBINGTOl'I', D.C. 
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August 13, 193'1 
JOINT PlliaPABATOBY Ccnuarl"l!llll ON PHII.JPPIN1Il AFlrAIBB, 

f06 Olll Land 01flc6 Building, 
WIJ8MngtOfl, D.O. 

In re: Croum Beverage BottZe Cl08ures 
GIINTLII:IllIlN : 

Reference Is made to my communication of July 9, 1937, in the abovlHlntitIed 
matter. 

Supplementing the information and data contained therein, I desire to call 
the Committee's attention to the following: 

Specl1lcally referring to the Item of freight costs involved in the sell1ng price 
of crowns manufactured in the United States and crowns manufactured in Japan, 
and sold In the Philippine Islands; there Is a substantial di1ference between the 
freight costs, for example, from Osaka, Japan, to ManUa, P.I., as compared with 
fre1ght costs from eastern United States shipping ports to ManUa, P.L 

I am advised that freight cost on crowns from eastern United States ports to 
Manila, P.I., Is $9.00 per ton; whereas, the freight cost from Osaka, Japan, to 
ManUa, P.I., Is $2.70 per ton. 

Other than the Western Stopper Company located in· San Francisco, Cali
fornia, which Is one of the smaller units in the industry, and a branch plant of 
the Bond Manufacturing Company being built in Los Angeles, California, which 
will also be a small unit In the industry, the crown manufacturing industry of 
the United States Is located principally along the Atlantic seaboard. 

It Is requested that this additional supplemental statement be made a part of 
the record before the Committee with reference to crowns. 

Respectfully submitted, 

82709-38-voL 2--8 

Lows B. MONTFORT 

Secretarv 



PROCEEDINGS OF JUNE 17, 1937 

IlEAmNO RooM, U.S. TABIFF CoMMlSBION, 

WASHINGTON, D.C., 
Tk/J/"8day, J'IJIM 17,1937. 

The hearing before the Joint Preparatory Committee on Philippine 
Affairs was resumed at 10 o'clock a.m. 

Present: 
The Honorable FRANCIS B. SAYRE, Acting Ohairman,. 
The Honorable JosE Ym.o, Vice Ohai'l"TTUBn,. 
Mr. JOSEPH E. JACOBS, Vice Oha:irman,. 
Mr. CoNRADO BENITEZ; 
Mr. LoUIS DOlllERATZKY; 

Mr. LYNN R. EDMINSTER; 

Mr. JOAQUIN M. EUZAJ.Dl!l; 
Colonel DONALD C. McDoNALD; 
The Honorable QUINTIN PAREDES; 
Mr. CAm. B. RoBBINS; 
The Honorable JosE E. RoMERO; 
The Honorable MANUEL RoXAS; and 
Mr. FRANK A. WARING. 

Acting Chairman SAYRE. The Committee will now resume its 
sessions. 

The first person to appear this morning will be the Honorable Fred 
L. Crawford, Representative in Congress from the State of Michigan. 

STATEMENT OF THE HONORABLE FRED L. CRAWFORD, 
MEMBER OF CONGRESS FROM MICHIGAN 

Mr. CRAWFORD. Mr. Chairman, when I direct thought to the ques~ 
tion of Philippine economic adjustment I find constantly before me 
another question-What position does Japan now' hold, and what part 
will Japan play in the future, so far as the Philippine~American 
relations are concerned 9 

Japan enters into all the consideration I am able to give the Philip~ 
pine question because of the position of Japan with respect to-

Her geographical location j 
Her centuries of culture, keen analysis and understanding of 

the peoples and races of the earth, and their problems and policies j 
28 
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The pressure of her population and its need and aggressi~eness 
to occupy and acquire the UDutilized space and raw materlal of 
the earth; 

Her racial instincts, bloodstream, national pride, inherent and 
developed sheer ability to cope with the economic problems of 
today on a local and world-wide basis; . . . 

The dissimilarity of her mode of living and her political, somal, 
educational, and religious institutions and her form of govern
ment and desired goal, as compared to that of our people; 

Her attitude toward other world powers and the aggressive 
program which she has consistently and persistently followed in 
the racial, political, productive, and economic zone which we term 
the "Asiatic Front"; 

The political and economic interest and rights which she claims 
to hold in the contiguous territories in the zone which she so 
clearly dominates; 

The insistence on the part of Japan for the acceptance of the 
doctrine of "Territorial Propinquity", and I might say, as more 
clearly set forth in the Asiatic Monroe Doctrine wherein Japan 
so insistently claims that what she does is in "behalf of peace 
of Asia"; 

The con1l.ict between the social and economic and political phi
losophies of the Far East and those which have heretofore 
governed in the United States. 

On the other hand, I find myself thinking in terms of factors which 
involve: 

1. Almost four decades of ·time wherein the record causes me 
to feel that we have been more interested in practicing our ideal
istic and altruistic philosophy than in the development of a race 
of people and a great empire destined to hold for years to come a 
key position in the affairs of nations. 

2. A great increase in the population of the Islands. A stag
gering low level of individual possessions among the people. 

3. Millions of the Filipinos with only a sheer veneer of Aineri
can philosophy, comprehension of American institutions, and 
desire to go along and make the necessary sacrifices involved in 
the planting, cultivating, and firm establishment of ·our inStitu
tions in the world we designate as the "Far East". 

4. Satisfactory evidence that, when given the light in which to 
walk, the Filipino has the intelligence, capacity, and energy 
which make it possible for him to be developed into a creative 
worker and thus be placed in a position to assume his responsi
bility as a member of the human race and fill his particular niche 
in working out the purpose of mankind. 
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5. The "Treasure Chest" of the Far East. The Islands re
mind me of vast, untouched storehouses, filled with most pre
cious materials for the conduct of war as well as peace. Nowhere 
else have I seen, or do I ever expect to see, a territory so strategi
cally situated and so blessed with deposits of gold, iron, copper, 
lead, coal, timber; with water power, fertile acres, and diversity 
of climate, as I saw in the Philippine Islands. In my opinion, 
half the story has not been told. So far as I have been able to 
find, the Islands are excelled in richness and expanse of terri
tory and accessibility and underpopulated (as compared to the 
number of people who can be accommodated( by no other place 
on the face of the earth. 

6. The capacity of the people; the material at hand; the pres
sure of population; the low level of individual possessions; the 
means of production in the form of scientific knowledge, ma
chinery, and ability to finance-the operation of these forces will 
not long permit this vast empire to remain in its present primitive 
form. 

7. As this development takes form, what part is to be played by 
the United States' As I study the past I am impressed with 
the lack of a proper mixture of the iron and steel of economics 
with the idealism and altruism which has been applied. Some 
leader or some nation will now have to get down to brass tacks 
and proceed with an administrative program which will remove 
a great deal of the exploitation and poverty now so prevalent 
among the people. When that leader appears on the scene I 
believe the Filipinos will go along with him to far greater suc
cess than has heretofore been attained. 

8. The position of the United States citizen engaged in indus
trial activity in the Islands reminds me of the "Old Man's 
Son" who attempts to work his way up from the bottom. I feel 
that he has been engaged in business in an area where every 
move was made toward creating "Utopia" for the nationals of 
other countries, such as Chinese, Japanese, Greek, and others. 
One needs only to carefully analyze the penetration of the Islands 
by these nationals to realize the full significance of what I am 
here attempting to point out. I am satisfied the program has 
heretofore been conducted in a manner which favored the "non
American" enterprise and discriminated against the trade rela
tions carried on by those who are American citizens. If this 
policy. is to be followed I feel that due consideration should be 
given in the trade relations that are to be established. Of 
course, I do not· in any way agree that such a policy should be 
further followed or encouraged or permitted. I implore you to 
give our citizens a fair shake. 



HEABlNGS HELD D!I' WASHINGTON 31 

9. Economic adjustment, in terms of our AmeriCIan compre
hension, involves the use of capital. If the Philippines are to 
be able to adjust their economy to the changed conditions that 
are to follow independence, we must declare (in the light of our 
present comprehension) that private capital will be needed, 
unless we assume that through government financing the means 
of increased production are to be provided. 

Of course, if capital is to be furnished by the Government and 
if the Government is to set the pace of competition, then we are 
concerned with the status not only of those American citizens 
who have invested their private capital in the Islands but even 
more so with those who have their private funds invested in 
continental United States, Hawaii, and Alaska, and who will 
have to compete directly with the Government-financed and 
-operated industries of the Islands. 

10. In these days of "hot money", when not only individuals 
but governments are playing the International Exchange Mar
kets with the stabilization funds and equalization accounts, and 
at a time when capital, in appalling sums, has taken on a ''roving 
disposition", I can appreciate that this question of economic 
adjustments involves the highest policy of the nation. 

I cannot forget the Japanese position in this respect. In what 
spot on earth could Japan more safely invest capital-t1s a nation 
or as private individuals-than in the Islands! I repeat that 
the pressure of population, proximity to Japan proper, racial 
ties, simplicity of living, availability of space, need for raw 
materials, the distance from operating-headquarters of other 
great powers, such as France, Britain, United States, Russia, 
Italy, and Germany, and the ever present protection of the Japa
nese military, naval, and air forces, all make the Philippine 
Islands a triple-A investment for the Japanese. 

The entire world now oHers little safety for investment of 
capital as we have heretofore defined "safety". New concepts 
of safety, financial return, stability, must now be accepted by the 
people of the world. Now, all is uncertainty. "Hot money" or 
capital now flees through the back door from nation to nation. 
It takes its departure from minute to minute. Each investor 
attempts to remain liquid. Each is concerned about ''today's 
safety". 

But, Mr. Chairman, in the case of Japan and the Philippine 
Islands this is not true. What does .rapan care about "today's 
safety" so far as her investments in the Islands are concerned! 
Japan "knows" there is no safer place on earth for her to 
invest. 



32 HEARINGS HELD BEFORE THE COMMITTEE 

This is true whether she looks at the picture from the stand
point of safety today or tomorrow or 100 years from now. 
If Japan is to survive a's a race, as an empire, she must move 
forward., And she is cognizant of the fact that character grows 
in the stream of life-where there is effort, application, work, 
production. Therefore, Japan is "digging in" in the Philip
pines. She is there investing for "the long pull". She is will
ing to do the' "stoop" labor that pioneering calls for. She is 
there today. She will be there tomorrow-50 years from now, 
with her religion, her concept of life, her bloodstream. 

Whit the people of the United States desire and what we 
believe, do not in the least alter the geography of the earth. 
They do not necessarily change the quantwm of blood of races. 
Scientific advances in solving the problems of distance can be 
applied to other countries as well as to ours. 

11. In view of the heavy burdens which have been imposed 
upon the taxpayers of the United States in the prosecution of 
the expensive policy followed, wherein we have developed the 
"spoiled child" of the Philippines and wherein we have financed 
the military and naval operations and carried other costs per
taining to the maintenance of their government to such an 
extent, it is quite natural for them not only to expect but to de
mand that we go along and provide further financial assistance. 

12. Under the present program I am impressed with the 
thought that we have in a way assumed unusual responsibility 
and at the same time have retained little authority. Whatever 
the price of this action on our part may be, it appears we shall 
have to pay. However, there is still time left for us to make 
some hedges against too great a cost. I trust and believe the 
Committee will undoubtedly keep these factors in mind and 
provide as great an insurance against too great a cost to our 
people as can be provided under the circumstances. 

13. A decade today is a long, long time in the political flux 
in which we find ourselves. We are discussing the matter of 
economic adjustments under a Western form of government 
about to be imposed on a territory located in the Far East. 

Before the 10-year period has expired our own form of gov
ernment may have materially changed. As I view the situation, 
we have little reason to assume that "our form of government" 
will survive in the Far East. 

It does, however, appear to me that, in making this adjust
ment; those in charge of the affairs of the Philippine Islands 
will perhaps need the progress of the West to go along with 
the life, environment, customs, and traditions of the East, and 
all to the end that economic development will follow and thus 
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prevent government tumbling and organized society crumbling 
with all of the unrest and misery that inevitably follows such 
an occurrence. 

The limited study I have been able to give the question leads 
me to believe that capital will flow to the Islands after the with
drawal of the United States. It may increase its flow when 
more certainty is established and a greater degree of responsi
bility is assumed by the people and.. their' leaders. In that 
event, economic development should occur with consequent pro
duction of goods and services and the ability to contribute the 
necessary costs of government. 

When one adds up the debits and credits and considers all 
the nncertainties which pervade the entire Far Eastern field 
of international relations-the Problem of the Pacific--I think 
there is some degree of room to feel that. the future of the 
Islands may be as serene as that of our own fair land. This, to 
a great extent, is due to the fact that world destiny has, down 
through the centuries, been preparing a great power and a 
magnificent race to assume a peculiar role in the affairs of the 
Far East and the Philippines. I refer to the Empire of the 
Rising Snn-J apan. 

The Japanese people know the economic, social, and spiritual 
benefits which flow from simple living. They possess a will
ingness to coordinate and work; they are accustomed to spending 
their energy in the creation and production of more goods with 
which to supply the needs and wants of their rapidly growing 
population. 

The Japanese are better equipped mentally to do these very 
things than any other race of people now operating in the world. 
They look upon waste as heathenish, as something to be 
abhorred. Therefore, in this day of nnbelievable extravagances, 
these characteristics make the Japanese & force to be reckoned 
with. 

And, Mr. Chairman, the third set of major factors which concern 
me may be summarized nnder the following: 

Nearby the Philippine Islands we find an nnusual community 
of interests made up of fortifications, industrial, banking, trans
portation, trade routes-air, water, and rail; and belonging to 
the British, the French, the Dutch, the Russians, the Japanese, 
ourselves, and others. This presents a nnique problem when 
dealing with the question of complete independence for the 
Filipinos-the creation of a new republic. In dealing with 
these economic and political questions we shall find that the 
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highest policy of our government will have to be called into 
action. ' 

It appears to me to be in order to suggest that this problem 
with which we are dealing today challenges the highest ideals 
and capacities of the whole philosophy of democracy. The re
sponsibility resting upon the shoulders of the personnel of your 
Committee is of the highest order. Your findings and recommen
dations will constitute history. Before we are out of the Philip
pine Islands I surmise that we may find a genuine contest be
tween the white and yellow races, between democracy and other 
distinct forms of government. 
If there could be stripped from the problem all cleavages other 

than those directly affecting the Filipinos and the people of the 
United States, your problem would indeed be much simplified; 
but that is not the situation. I hope that as progress is made our 
people may better comprehend the forces with which you have 
to deal. 

In conclusion, this whole problem is one of the big issues before 
our people. It deserves consecrated thought; and I shall watch your 
progress with the greatest of interest and, I hope, with some degree 
of patience. 

For almost four decades we have been in the Philippines. Its re
sources are very largely undeveloped. With the exception of three or 
four basic commodities which are largely of an agricultural nature, 
there has been accomplished, in my opinion, startlingly little under 
our administration. Transportation and communication are strik
ingly inadequate. The people as a whole are in a state of poverty 
and are being too· much exploited. There is not even a common 
language spoken, and, of course, this is a tremendous handicap. 
It is my belief that if we retain, after independence is granted, a 

naval or military base in the Islands, that action on our part will 
invite trouble on a large scale. I believe that it would eventually 
lead to such bitter protests on the part of other nationals with 
economic and political interests in that vicinity, that it would be im
possible for us to prevent most serious international complications 
which would eventually lead to military action. 

Therefore, Mr. Chairman, it appears to me that we should be pre
pared, on the granting of complete independence, to simultaneously 
remove from the islands every trace of our military and naval forces 
and at the same time discontinue all financial assistance in the sup-

. port of the local Philippine Constabulary and other peace-preserving 
agencies. With the granting of independence, on what grounds can 
we justify the presence of military and naval domination' I feel 
that President Quezon made all this very definite in his testimony 
before the Insular Affairs Committee of the House on April 4, 1935. 
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Furthermore, I personally feel that when the people of the United 
States fulfil the obligations incurred under our promulgation of the 
Monroe Doctrine with respect to giving the necessary protection to 
North, Central, and South America, we shall have carrie<l about all 
the burden possible for us to bear. What other country in the West
ern Hemisphere is prepared to carry its share of the burden, in the 
event of a world-wide offensive drive on the part of a combination of 
powers which, in their campaign of operations, would deem it advis
able to make attacks simultaneously on Alaska, Canada, the United 
States, and Central and South America. We have a very long sea
coast to guard and defend without attempting to spread our small 
navy and still smaller merchant marine out into Asiatic waters. In 
the absence of a great naval base comparable to that of Britain or 
Japan, any attempt on our part to do effective work in the Philippine 
waters would in my opinion only lead to embarrassment and final 
defeat, but all after incurring a tremendous cost in dollars and men. 

In our own country we today have a rapidly mounting Federal 
debt. A staggering number of our own able-bodied workers are not 
engaged in private enterprise but, instead, are being fed, clothed, 
and housed from the productive effort of those creative workers who 
are engaged in private industry. Taxes are high and will continue 
to increase, and expenditures are entirely out of proportion to our 
total national income, representing goods and services produced by 
our people. There is ample evidence that we have an economic 
adjustment to make here at home. We need to put our own house 
in order, and I may say that it is imperative that we do so. 

In our dealings with the Filipinos, and as we now rapidly move 
toward bidding them goodby, we should be fair because it will always 
pay us to be fair. We dq not need to be too generous, J:>ecause our 
own people have SOl;ne rights as well as the Filipinos. 

As for myself, it appears to me that, if it is to be the policy of our 
country to maintain the present and to consummate additional trade 
treaties, in all fairness tG the Filipino people we should accord them 
as favorable treatment as we do other foreign countries for at least 
the first five- or ten-year period. On what grounds can we allow 
Cuba her present trade advantages and, in the light of what has gone 
on between the Filipinos and our people, deny to them a trade treaty 
carrying similar advantages ¥ This is a matter of great concern to 
those in the United States who must compete with both Cuba and 
the Filipinos. If the Filipinos are not entitled to preferred treat
ment, on .what grounds can we extend the preference to Cuba! In 
one case it is to preserve peace in the Latin American countries and, 
on the other hand, it is to assist a. people who have been under our 
wardship for four decades to establish themselves on their own and 
make themselves capable of defending their own rights and paying 
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their own way, and thereby relieve the taxpayers of the United States 
of the load we have been bearing for the Filipinos. 

My observation has been such as to lead me to this suggestion. It 
has to do with the Island's principal product-sugar. It seems to me 
that the Filipino people must, as individuals or through government 

,ownership and activity, which I understand they are considering, 
make a choice of policy. If they are to proceed with further expan
sion of the industry, . let them now begin to take such steps as are 
necessary looking forward to a division of the Far Eastern producing 
and marketing field with the other interested parties-primarily 
Formosa, Java, India. Let there be one sugar zone with reference 
to production, and marketing. On what grounds can the Filipinos 
further expand and expect the Western Hemisphere (United States, 
Hawaii, Cuba, Puerto Rico, and Central and South American coun
tries) to share its market when production is now being restricted@ 
Again, there is the European producing and marketing field, and it 
no doubt will hesitate to willingly share its market with increased 
production from the Philippines. If the Filipinos are unwilling to 
proceed along this line, then it appears to me they should be quite 
willing not only to prevent further expansion but to accommodate 
their future production to such markets as they may be able to obtain 
outside of the United States or be prepared to pay the full duty on 
shipments that they may send to our shores after independence is 
granted. With the most unusual subsidy which we are now giving 
the industry and the Government of the Philippines, it seems to me 
they will have theirpropertiee so completely written off as to cost 
that the industry in the Islands will be in position to meet competi
tion throughout the world and in whatever form it may be presented. 

Just one'''Other thought, Mr .. ChairmaI£ It has to do with the 
guaranty of peace for and in the Isiands. With the granting of 
independence, I hope that our people will let it be thoroughly under
stood and take such steps to guarantee that we shall not have to 
assume any respoIiSibility in this respect ~yond that assumed by 
other world pow~rs, all acting in a cooperative manner. 

Mr. Chairman, largely by reason o'f my visit to the Philippines and 
that great empire of that gre~t people, I felt it my duty as a repre
sentative of my· people and as one interested in this subject to appear 
before your Committee this morning .. 

Acting Chairman SAYRE. Mr. Cra1Vford, w~ appreciate very much 
your coming. ,. 

I wonder if any,members of the Committee would like to ask Mr. 
Crawf~rd any questions' I presume, Mr. Crawford, you would be 
glad to answer any questions' 

Mr. CRAWFORD. Yes;.! will be glad to try to answer them. 
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Acting Chairman SAYRE. Are there any questions that any membe~ 
of the Committee would like to ask Mr. Crawford' 

(No response.) 
I think you have covered the matter very fully. Weappreciate 

your kindness and your interest in coming here, Mr. Crawford. 
The next witness to appear before the Committee will be Mr. Her: 

man Falder, representing the Millers' National Federation, who will 
speak on the subject of wheat flour. 

I have been informed that Mr. Mallon, who was to be here to 
represent the North Pacific Millers' Association, is unable to be here 
this morning and that Mr. Falder will also speak for that association. 

STATEMENT OF MR. HERMAN F AKLER, ON BEHALF OF 
THE MILLERS' NATIONAL FEDERATION AND THE 
NORTH PACIFIC MILLERS' ASSOCIATION 

Mr. FAKLElL Mr. Chairman: I am vice president of the Millers' 
National Federation, which is a national trade association for the 
wheat-flour millers of the United States. 

In appearing before your Committee, I am authorized to represent 
the Millers' National Federation and the North Pacific Millers' Asso
ciation. Unfortunately, neither Mr. O. D. Fisher, president of the 
Federation, nor Mr. W. H. Younger, president of the Nort~ Pacific 
Millers' Association, is able to. come. to Washington at this particular 
time. Both, however, have filed written briefs.1, in behalf of their 
respective organizations and have asked me to supplement their views 
orally. 

I think the position of the milling industry of the United States as . 
a whole, and of that part o.{ the industry on the Pacific coast most 
vitally concerned, can be stated briefly. 

Because the soil, rainfall, and climate of the Pacific Northwest basin 
are well adapted for the most part to the production of wheat, and not 
so well adapted for the-growing of other crops, 'a very large part of 
the basin is devoted exclusively to the growing of wheat. Fortunately 
for the Pacific Northwest, a g~od foreign demand has always existed 
for the type of wheat and wheat products produced t}:!.ere. The annual 
export of wheat and flour during the decade of the 1920"8 accounted 
for a large portion ~f. the annual production. The remainder moved 
eastward in small quantities byi'ail, in greater quantities to California, 
and to some extent to the Eastern.Seaboard via the Panama Canal. 

However, at the end of that decade and during the early part of the 
present decade, the wheat-producers and the mills suffere<J. a most 
severe loss of foreign markets. It is not necessary to recite the reasons 

I See voL llI. 



38 HEARINGS HELD BEFORE THE COMMITTEE 

for this loss. It is sufficient to say, I believe, that it was a terrific blow 
to the Pacific Northwest particularly, because it has been dependent to 
such a large extent upoItexport trade, both in wheat and wheat flour. 
Naturally, other outlets had to be found for the wheat produced. 
Increasing quantities poured eastward over the Rockies, the volume 
shipped to California increased,and continually larger quantities 
poured through the Panama Canal and penetrated through the East
ern Seaboard into the interior. All of this movement had a distinctly 
adverse effect' on the price-level of the eastern wheat-producer and 
seriously dislocated the normal relationships which had existed be
tween different sections of the country. 

During this period, increased competition from Australia, Japan, 
and Canada still further handicapped the Pacific Northwest millers in 
maintaining their trade in the Philippines. To meet this situation, 
subsidies and indemnities have been employed and they have been 
successful in helping to meet this competition. Even in the face of a 
duty of 47 cents for 100 kilos on flour imported into the Philippines 
from these other countries, however, it has been necessary to employ 
these artificial means to maintain our trade in the Philippines. 

Imagine, therefore, as Mr. Fisher points out in his letter to the 
Committee, what the situation would be if our wheat-producers and 
millers would have to depend upon a non-preferential trade agreement 
between the United States and the Philippines. It is obvious that the 
flour business would be lost and our wheat-producers deprived of that 
outlet for their wheat in the form of flour. 

In conclusion, I think I can express the views of the milling industry 
no better than by bringing to your attention particularly one para
graph of Mr. Fisher's letter: 

We feel that the enormous amount of mone:y, time and effort that have been 
Involved In the development and carrying on of American trade with the Philip
pines since the time the Philippines became a possession of the United States are 
entitled to generous consideration by~both the United States Government and the 
government of the Philippine Commonwealth, and that this trade should not be 
destroyed and the Investments made In the development of this trade imperiled 
by such a pronounced difference in trade policy than has prevailed since the 
conclusion of the Spanish-American War. 

I have .here a copy of Mr. Fisher's letter. 
Acting Chairman SAYRE. Is there any member of the Committee 

who would like to ask Mr. Filler any question at this time ~ 
Mr. EDMINSTER. Mr. Fakler, would the flour-millers be able to com

pete successfully in the Philippines without a preference if the price of 
wheat in this country were on a world basis' . 

Mr. F AKLER. The price of wheat, of course, has a great deal to do 
with the ability of the millers to compete in the Philippines. That 
has been the principal factor which has brought about our loss of 
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business, not only in th& Philippines but very largely throughout the 
Orient and the world as a whole. 

I am not sure that I can answer your question directly. Right at the 
moment, as you well know, we are very nearly on a world basis. Even 
now the competition from Australia, particularly, is felt very keenly. 
I am of the opinion that we would need additional protection of a. 
preferential character, even though we were on iI. world basis. 

Mr. EDMINSTER. Presumably we will be on a. world basis this year 
if the wheat crop is as large as is now anticipated. 

Mr. F,uwm. Conditions seem to indicate that. 
Mr. EDUINSTER. I am wondering whether the flour-milling industry 

in this country is not efficient enough to compete with the flour-milling 
industry of other countries if it gets its raw material at the same cost 
and will be able to compete in the Philippine market without 
preference. 

Mr. F .. uwm. I have always heard it said by the millers that they are 
proud enough of their ability to produce flour in competition with the 
millers of other countries and that if they were on a comparable price 
basis they would be able to maintain their position. 

However, the competition in the Philippine Islands has been so keen 
recently that I am not sure that that situation would exist there. 

Acting Chairman SAYllE. Are there any other questions that any 
member of the Committee wishes to ask Mr. Fakler¥ 

Mr. WARING. I should like to ask if one of the factors contributi,ng 
to the inability of the American millers to compete in the Philippines 
is, perchance, the transportation costs, or the differentials in the trans
portation costs between Australia and the United States to. the 
Philippines. 

Mr. FAKLEJL I am not familiar with the exact transportation rates, 
Mr. Waring; but I have no doubt that that is a factor. To what extent 
it is a factor I am' not in a position to say definitely. 

Mr. WARING. In the brief that was submitted by Mr. Fisher men
tion was made of the subsidies paid in connection with our exports 
to the Philippines. What were those subsidies' When were they 
in force, and to what do.they amount! Do you know as to that! 

Mr. FAKLER. The subsidy plan under the Agricultural Adjust
ment Act was put into effect something over a year.ago; or just 
about 8. year ago, but it expires at the end of this month. However, 
the matter of the continuance of that subsidy plan is now under 
consideration and an announcement will probably be made within 
8. very short time. The exact amount of the subsidy varies. It is 
permitted to fluctuate in order that the millers may meet the compe
tition as it exists from day to day. 

Mr. WARING. Then, Mr. Fakler, it is a differential between world 
prices and the domestic price' 
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Mr. FAKLER. The subsidy is based upon the difference between the 
price at which other countries sell their flour in the Philippines and 
the cost to the American millers of bringing their flour into that 
market. 

Mr. WARING. Was there a subsidy paid prior to the present con
ditions9 

Mr. FAKLER. Yes, Sir. Under the Agricultural Adjustment Act 
there was a Pacific Coast Marketing Agreement in effect which per
mitted the exportation of both wheat and flour generally. But that 
was not limited to the Philippine Islands; it was a general export 
agreement.' 

Mr. JACOBS. Can you tell the Committee, Mr. Fakler, where the 
wheat comes from that goes into the making of Japanese and Chinese 
flour which you show in your statement ¥ 

Mr. FAKLER. No, Sir; I am not able to answer that question at 
this time. 

Mr. JACOBS. But both Japan and China are Wheat-importing 
countries, are they not 9 

Mr. FAKLER. Yes; they are. 
Mr. JACOBS. And they export flour, according to your figures. 
Mr. F AKLER. Yes, Sir. They are becoming a factor in the Philip 

pine market. But where the wheat from which the flour is made that 
is exported from these countries comes from, I cannot say. 

Mr. JACOBS. But it is a fact that the Japanese and the Chinese are 
able to import foreign wheat and mill it and export flour to the 
Philippines in competition with flour from the Pacific coast ¥ That 
must be the case. 

Mr. FAKLER. I would presume so, although China, of course, is 
becoming a very large producer' of wheat; and Japan could very 
easily secure the wheat from China. 

Mr. WAllING. Mr. Fakler, I note in Mr. Fisher's brief a statement 
that if adequate preferential trade agreements could be concluded 
it would be of material assistance not only to the millers but also 
to our merchant marine and that subsidies on flour exported would 
not be required. 

Of course, that depends upon the interpretation of the word 
"adequate": .. 

Mr. FAKLER. Yes, Sir. 
Mr. WAllING. But if it were unnecessary for us to subsidize .ex. 

ports of wheat, that assumes, does it not, that the price would be 
sufficient to make that business profitable to us) in other words, 
that rather than pay the subsidy ourselves the agreement contem
plated in the brief would mean that, in effect, the Philippine con
sumers would be paying the subsidy! 



HEARINGS HELD IN WASHINGTON 41 

Mr. FARLER. Not necessarily. As I understand Mr. Fisher's idea. 
of the preference, Mr. Waring, it is that American flour would move 
into the Philippine market at a very much lower rate of duty than 
the flour from any other country and, consequently, the price of 
flour would be lower to the Philippine consumer. 

Mr. WAllING. But it would still have to be higher in order to be 
profitable for the American millers to export; and if they now 
require a subsidy to make it profitable, but would not require a sub
sidy in the future, it would appear that . the equivalent of the sub
sidy would have to come from somewhere. And I presumethab 
would be from the Philippine consumer. 

Mr. FAXLER. Probably so. 
Mr. ELIzAWE. While we are on the point, Mr. Fakler, is not the 

reason for the subsidy entirely, or at least almost entirely, the fact 
that the cost of the raw material has been out of proportion to the 
costs of the millers of other countries! 

Mr. FAXLER. That is true; yes, Sir. 
Mr. ELIZALDE. If the flour-millers were able to get their wheat on 

a world-price basis, would there be any necessity fo:r such a subsidy, 
even if there were no preference in the Philippine market' . 

Mr. FAXLER. Of course, before the entrance into the Philippine 
market of other flours, Mr. Elizalde, there was no subsidy, and there 
was only the preferential treatment that was given to the American 
flour, which is the difference between free trade and 47 cents for 
100 kilos. 

At that time, as I recall the figures, no flour was imported from 
any other country except the United States; 

Mr. ELIZALDE. That preference was entirely effective, of course, 
when the United States got its wheat on a world basis, or when the 
flour merchants of this country got it on a world basis' 

Mr. FARLER. That is quite so. 
Mr. ELIzALDE. But in your judgment, Mr. Fakler, would it not be 

possible for the flour-millers to compete, even without such a 
preference , 

Mr. FAXLER. If they were on a world basis. 
Mr. ELIZALDE. If they got their raw materials at thEl same cost , 
Mr. FAXLER. Yes, Sir; if we had assurances that our prices would 

always remain on a world basis. But the tendency here is to con
tinually increase our domestic prices. 

Mr. ELIZALDE. Will you please tell me of any important markets 
other than the Philippines in the Far East for the export of flour 
from the United States' 

Mr. FARLER. Up until recently China was always oUr most im
portant export market Jor wheat and wheat flour. But within, the 
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last two or three years China has placed a very high duty on wheat 
flour. That has practically cut off our trade there. 

Mr. ELIZALDE. In other words, they are producing wheat them
selves' 

Mr. FAXLER. They are increasing their wheat-production; yes, 
Sir. 

Mr. ELIZALDE. Therefore, Mr. Fakler, your only market for the 
time being that is somewhat profitable is the Philippine market! 

Mr. F AKLER. Yes, Sir; that is right. 
Mr. ELIZALDE. In the China market today you cannot compete, 

can you¥ 
Mr. FABLER. That is right. 
Mr. ELIZALDE. But there is a certain amount of preference that 

you did have in the Philippine market, and if you do not have it 
you lose the market ¥ 

Mr. FABLER. Yes, Sir. 
Mr. ELIZALDE. You could not compete against Australia ¥ 
Mr. FAKLER. No, Sir. 
Acting Chairman SAYRE. Are there any other questions' 
Mr. WARING. I note in Mr. Younger's brie£1 the statement that 

if the market in the Philippines could be maintained or expanded
preferably the latter-it would provide an increased amount of mill 
feed for domestic use in the United States. I wonder if that in
creased amount of mill feed would create a problem in the marketing 
of that particular product in the United States. Mention is made 
of lower prices, and I wondered how that would affect the producers 
of that product. 

Mr. FAKLER. The mill feed, as you appreciate, is a by-product of 
milling and it goes very largely to the dairy interests. They are 
always after that feed at the most reasonable prices they can obtain. 
I do not think it would btl a problem at all. 

Mr. WARING. I was thinking of the other producers of mill feed 
who are now able to obtain somewhat higher prices, perhaps, than 
they would obtain under the conditions described in the brief. 

Mr. FARLER. I do not think that would be a problem at all. 
Acting Chairman SAYllE. Are there any other questions that any 

member wishes to ask' 
(No response.) 
If not, Mr. Fakler, the Committee wishes to express its apprecia

tion to you. 
Mr. FABLER. I thank you for the opportunity of appearing here, 

Mr. Chairman. 

• See vol. III, Supplemental Brief of the North Pacific Millers' Association. 
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Acting Chairman SAYRE. The next appeal'ance will be by Mr. 
Dudley Brown, representing the United States Cane Sugar Refiners' 
Association. 

I understand Mr. Ellsworth Bunker is unable to be present this 
morning to represent the United States Cane Sugar Refiners' Associa
tion, so Mr. Dudley Brown will make a brief statement for that 
association. 

Mr. BROWN. I am afraid, Mr. Chairman, that there is a slight mis
understanding about that. I merely wish to express the regrets 
of Mr. Bunker because of his inability to be present and to request 
permission for him to make a statement later on during the course 
of the hearings. 

Acting Chairman SAYRE. Very well, then. We will be very glafl 
to arrange that. 

We have now completed the list of those who were entered for 
appearances this morning. 

I wonder whether there are others who would like to make a 
statement at this time' It would be a convenience to the Com
mittee if others who are scheduled to appear on future dates could 
move up their appearances. I think we will not have a full two 
hours tomorrow morning, and if there is any person who could 
move up his appearance from Monday or Tuesday to tomorrow he 
would probably have a little more time and it would add to the 
convenience of the Committee. 

May I ask if there is anyone who would like to appear this 
morning' 

(No response.) 
If not, the Committee will stand adjourned until tomorrow morn

ing at 10 o'clock 
(Thereupon, at 10: 55 o'clock a.m., an adjournment was taken until 

Friday, June 18, 1937, at 10 o'clock a.m.) • 

82709-88-voJ. 2---4 



PROCEEDINGS OF JUNE 18, 1937 

lI.E.AruNG ROOM, U.S. TARIFF COMMISSION, 
WASHINGTON, D.C., 
Friday, J'I.IIM 18, 1937. 

The hearing before the Joint Preparatory Committee on Philip
pine Affairs was resumed at 10 o'clock a.m. 

Present: 
Mr. JOSEPH E. JACOBS, Vice (Jhairman (presiding) j 
The Honorable JosE Ym.o, Vice (Jhairman" 
Mr. CONRADO BENITEZ j 
Mr. LoUIS DOMERATZKY; 
Mr. LYNN R~ EDMINSTER j 
Mr. JOAQUIN M. ELIZALDE; 
Colonel DONALD C. McDoNALD; 
The Honorable QUINTIN PAREDES; 
Mr. CARL B. RoBBINS; 
The Honorable JosE E. ROMERo j 
The Honorable MANUEL RoXAS; and 
Mr. FRANK A. WARING. 

Mr. JACOBS. Gentleman, I am sorry that our Chairman and our 
Philippine Vice Chairman are not present this morning. However, 
we will proceed with the session. The first party to speak this morn
ing will be Mr. John B. Gordon, of the Bureau of Raw Materials. 

STATEMENT OF MR. JOHN B. GORDON, REPRESENTING 
THE BUREAU OF RAW MATERIALS FOR AMER]CAN 
VEGETABLE OILS AND FATS INDUSTRIES 

Mr. GORDON. Mr. Chairman: There are two problems that confront 
the coconut-oil industry in the Philippines. One is the export tax, 
which becomes effective in the sixth year of the Commonwealth, and 
the second is the excise tax collected on the first domestic processing 
of Philippine coconut oil in the United States. 

Mr. J. D. Craig, of Spencer Kellogg and Sons, Inc., of the Philip
pines, will present the matter of the export tax. It has been my 
intention to testify on the subject of the excise tax. 

44 
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We have given the matter some consideration and we think the 
proper place to put the case in the record concerning the excise tax 
is in the Philippines, when the producers of the coconuts, who are 
the main parties of interest, can testify and place a complete case 
in the record. 

Therefore, with the permission of the Committee I will yield my 
time to lIr. J. D. Craig. 

Mr. W ABlNG. Mr. Gordon, I wonder if I might ask one or two 
questions of you' 

Mr. GORDON. Surely, Mr. Waring. 
Mr. WARING. In connection with the brief which you submitted 1 

there are just a few questions which occurred to me as I perused it. 
In your brief you make the point that the imposition of the export 

tax would operate to transfer the crushing-industry from the Philip
pines to the United States and that this would have a serious effect 
upon the copra industry in the Islands. Will not the increased sales 
of copra to the United States sustain the volume of copra sales, 
despite the loss of the Philippine crushing-industry! 

Mr. GoRDON. I do not think it is a question of the matter: of vol
ume; it is a question of the matter of price. In my mind there is no 
doubt but that the competition between the mills which are resident 
in the Philippines-that is, the American mills-and the buyers of 
copra for the export market produce a much higher price in the long 
run for copra than would be secured if the mills were not in opera-_ 
tion in the Islands. I doubt, so far as the export tax per Be is con
cerned, if it would a1lect the volume. But it would unquestionably 
sKect the price which the copra-producers obtain for their copra. 

Mr. W ABlNG. I am not at all questioning the fact that the export 
tax would aKeet the crushing-industry itself very 'largely; but it 
seemed to me that the copra-producers would probably sell the same 
volume of copra. 

Mr. GORDON. Yes; I think so. 
Mr. W ABlNG. In discussing the matter of the excise tax, which you 

say you will take up later in the Philippines, in your brief you say, 
uThus, if the price of coconut oil is 6 cents a pound, the American 
buyer figures that he must pay 9 cents a pound for coconut oil." 
That is the price plus the tax' . 

Mr. GORDON. Yes, Sir. 
Mr. WARING. That would indicate the entire tax is absorbed by 

the buyers in the United States and, therefore, the tax does not injure 
the Philippine producers. Is that a correct interpretation' 

Mr.' GORDON. No, not altogether so. The buyer in this country 
frankly thinks he pays all of the tax.' As a matter of fact, he 

• See voL Ill. 
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does not do 50, because he maneuvers about in such a manner by using 
other materi:~1s'as to force a very considerable part of the tax right 
back on to the primary market. 

Mr. WARING. That statement in the brief led me to believe that 
you might have a different idea yourself. 

Mr. GORDON. No; it is not my belief at all. I think the producer 
in the Philippines, over the period of time that tax has been in 
effect, has paid the greater portion of the tax. It was for that reason 
that, during tlie entire time the discussion was taking place as to 
whether the Philippines should have the money collected for that 
processing tax, I have constantly gone on record in favor of the 
Philippines having the money. 

Mr. WARING. On page 4 of your brief you suggest that this Com
mittee might recommend that the 3-cents-a-poUlld excise tax be elim
inated on coconut oil employed for non-edible uses. Am I correct in 
assuming that this proposal would affect only coconut oil crushed from 
Philippine copra ¥ 

Mr. GORDON. Yes, Sir. 
Mr. 'WARING. Would not such a proposal place the coconut oil 

crushed from Philippine coconuts in a stronger competitive position 
in the United States market than it occupied prior to the imposition 
of the excise tax' 

Mr. GORDON. No, Sir; I do not think so. I would call your attention 
to the last paragraph of my statement, which is that-

The Tydings-McDuffie act promised the Philippines a duty-free quota of 
200,000 long tons of coconut oil fJer' annum. It placed no restriction on imports of 
copra into the United States. The effect of the excise tax as levied in the 
Revenue Act of 1936 will be, under normal domestic crop conditions, to restrict 
materially the imports of both copra and oil. Allowing Philippine coconut oil 
to be sold in United States markets tax-free for industrial usage, will serve 
in part to compensate the Philippine coconut"growing industry for the loss of an 
important part of their United States market through the levying of a tax Which, 
because it is in reality a tariff duty. is violative of the spirit of the Tydings
McDuffie act. 

I think that is an answer to your question. 
Mr. WARING. I have no quarrel with that statement; but I do not 

believe it quite answers the question. The purport of the question 
is this, Mr. Gordon: If all coconut oil crushed from copra other than 
Philippine copra is subjected to a 5-cent tax, that tax: would remain 
in effect under your proposal! 

Mr. GORDON. Yes, Sir. 
Mr. WARING. It would mean that the Philippines would continue 

to have what they have now, a virtual monopoly of the copra coconut
oil market in the United States. 

There is also a a-cent tax on palm-kernel oil, which is competitive 
with the coconut oil. Now, if you remove your a-cent tax from coco-
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nut oil, from Philippine coconut oil when rendered non-edible, it is 
placed competitively in a stronger position in respect.to palm-kernel 
oil than it was prior to the imposition of the tax. That would be my 
thought. 

Mr. GORDON. That is true to a degree. However, the fact is that we 
made certain promises-well, not directly but indirectly, to the coco
nut-producing industry in the Philippines through the terms of the 
Tydings-McDuffie act. And even though there might be created 
some small degree of inequality as respects palm-kernel oil by the 
arrangement that I have suggested, I still think that if it is necessary 
to do that in order to live up to the terms of the Tydings-McDuffie 
act, we should do it. 

In regard to the 5-cent differential, if it were felt that that gave 
the Philippines an undue disadvantage if you took the excise tax off 
for industrial uses, then the 2-cent differential could be removed. 
But it certainly should not be done unless the Philippines had the 
advantage of tax-free access to at least a part of the American market. 

Mr. W ARlNG. I see perfectly the obligation to which you refer in 
that connection. But couldn't we meet it by returning approximately 
to the former position before taxes were imposed ¥ For instance, 
wouldn't you favor the recommendation of the removal of excise taxes 
from all inedible fats and oils and from all fats and oils rendered 
inedible 1 

Mr. GORDON. Yes. It is not desired to create anything more than 
a basis of parity with the terms as promised in the Tydings-McDuffie 
act. 

Mr. ROKAS. Mr. Gordon, you state in your brief that the normal 
price for copra in the Philippines is 16 pesos for 100 kilos' 

Mr. GORDON. Yes. 
Mr. Rous. Why did you consider that the normal price' 
Mr. GORDON. If you will take the price records over a period of 

years you will find that it ranges around 16 pesos for 100 kilos. Those 
records are available in the Philippine Department of Agriculture. 

Mr. RoXAB. Is that the average for the last five years! 
Mr. GORDON. Oh, no; it has been much lower. Since 1934 we have 

not had any semblance of normal prices. We have had since 1934 
better than normal prices for fats and oils whenever they were sold 
within American territory; but as to those which went outside;many 
of them had not yet attained a normal price-level. 

Mr. Rous. That is probably the reason why that average is brought 
up to 16 pesos, isn't it' My estimates show that the average price is 
between 10 and 12 pesos. 

Mr. GORDON. That might be an average, but it is not normal. 
Mr. Rous. I don't quite understand this. 
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Mr. GORDON. If you are to have the prosperity that the industry 
enjpyed in times prior to 1929, you will have to have that price. 

Mr. Rous. If the average price for 100 kilos of copra were, let us 
say, 10 peso~and the excise tax of 3 cents a pound on coconut oil is 
equivalent to about 1.8 cents a pound on coprar-it would mean that 
the excise tax would be around 80 percent of the price for copra if the 
normal price were 10 pesos for 100 kilos' 

Mr. GORDON. Yes, Sir. 
Mr. RoxAS. Because ,the excise tax would be around 8 pesos for 100 

kilos of copra, if the average price is between 10 and 12 pesos, it would 
mean that the excise tax would be 80 percent of the price of copra' 

Mr. GORDON. Yes., 
Mr. Rous. If that excise tax were continued and, in addition, coco

nut oil were to pay the export taxes provided for in the Independence 
Act, do you think you could continue importing coconut oil from the 
Philippines' 

Mr. GORDON. We would continue to import a certain amount, but 
the volume would be lessened considerably. 

Mr. Rous. Could you import coconut oil , 
Mr. GORDON. May I ask what price you are presupposing if the ex

cise tax continues in effect' 
Mr. RoXAS. The normal price, anywhere between 10 and 16 pesos. 
Mr. GORDON. If you are going to have a price of 16 pesos for 100 

kilos and you are going to have an excise tax in the United States to 
get it over here, you will have a much diminished volume. Your ex
port tax also will contribute to that reduction. 

Mr. Rous. Let's take present conditions, the present prices of copra, 
the excise tax. 

Mr. GORDON. I would prefer that Mr. Craig, who will testify on 
that subject, answer that question, because he has that information. 

Mr. Rous. Then I will ask Mr. Craig. 
Mr. DOMERATZKY. Mr. Gordon, you make one statement here in re

ferring to the policy of the Committee in general. You say that: 
If the Philippines are to buy from the Un,ited States, they must have dollars 
with which to pay for their imports. It is urged for this reason, as well as others 
set forth, that the Joint Preparatory Committee recommend that the export 
taxes which become effective on Philippine coconut oil in the sixth year of the 
Commonwealth period be ellminated in their entirety. 

Would not the same object be obtained if the Philippines sold to 
another~untry that had the dollars and the dollars were turned over 
to the Philippines , 

Mr. GORDON. It would be, yes. Of course, the more direct way is 
to give it to them direct; and then they are sure to get it. 

Mr. JACOBS. Are there any other questions' 
(No :r;esponse.) 
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Mr. CJwo. Mr. Chairman and Members of the Committee: The 
statements I propose to make might more appropriately be made in 
the Philippines, but as it was impossible for me to be in the Philip
pines I requested and was granted permission to appear before your 
Committee here to speak in behalf of the Philippine copra-crushing 
industry. Therefore I ask that my statement be considered supple
mentary to the te&timony that will be presented by other spokesmen 
for the copra-crushing industry who will appear before your Com
mittee in Manila. 

At the time the Tydings-McDuffie Independence Act was signed 
the President made a statement which I will not attempt to quote 
but which was to this effect, namely, if the act contains imperfec
tions, there is no reason why, after proper study and consideration, 
they cannot be corrected. 

I want to direct my remarks to one feature of this act which we 
consider an imperfection that needs the earnest study of the Com
mittee, with a view of correcting it. It relates to the export tax 
levied on coconut oil beginning in the sixth year of the Common
wealth period. 

I think we could make the statement, without fear of contradiction, 
that if the export taxes are not repealed in their entirety the copra
crushing industry as at present constituted in the Islands is doomed 
to inevitable failure for two very obvious reasons. 
. The first is that when this bill was enacted no mention was made 
of copra because it was on the free-list. The United States crushers 
of copra, therefore, had unlimited access to Philippine copra, whereas 
the Philippine crusher was compelled to pay this export tax. And 
the margin of profit from crushing copra is so narrow that it is out 
of the question to absorb any burden of that type. 

It is true that the companies at times will elect to operate fora 
period of a year or so and break even, because they always have the 
hope that the coming year will be better. But in this particular in
stance the handwriting on the wall is that the next year will be worse, 
and the following year still worse. So there is no P1!rpose. in oper
ating even the first year when we cannot break even, or would Just 
about break even, knowing that our condition in the subsequent years 
would continue to grow progressively worse. -

1'4e second angle that puts the Philippine crusher at a disad
vantage is the tariff levy applying to palm-kernel oil. 

I should really make a restatement of that point. The second 
angle is the fact that palm-kernel oil is admitted duty-free if it is 
to be rendered unfit for edible purposes. In reality palm-kernel oil 
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is a companion oil to coconut oil. The two can be interchanged 
almost without limitation, their chemical composition being almost 
identical. 

Babassu oil comes in without any import restrictions of any kind. 
Likewise, it is similar to palm-kernel oil and coconut oil in its char
acteristics and chemical composition, as well as the types of uses to 
which it is put. 

These competitive oils, therefore, set the ceiling or the limit of price 
above which coconut oil cannot go and continue to be used in compe
tition. 

Therefore, we have the direct competition coming from the copra
crushers located on the Pacific coast and the competition from these 
related oils, both of which are direct factors in their effect upon the 
position in which the copra-crushers in the Philippines are placed. 

It is our sincere hope that the Committee will give every considera
tion to the repeal of these export taxes in order that the crushers of 
copra in the Philippine Islands may at least have equality of oppor
tunity for continuing in business in competition with foreign crush
ers producing palm-kernel oil and babassu oil and the domestic crush
ers in continental United States operating on these same oil-bearing 
materials. 

In other words, we are simply asking that we be put on a parity 
with other suppliers of oil similar to coconut oil. We do not see why 
the Philippine crushers should be discriminated against and shut out 
of this market, when it is largely an American industry established 
in the Islands. Certainly the preference should not be granted to 
foreign crushers at the expense of this American industry that started 
in the Islands. 

And of even more importance to the Philippine Islands, I would 
think, would be the proposition of developing industries in the 
Islands. The Islands should not be forced to be dependent upon the 
exportation solely of primary agricultural products. They should 
be able to build up some semblance of manufacturing industries in 
the Islands. The copra-crushing industry is well established. Why 
not keep it going and give to the Islands an opportunity to build 
something around it' 

The crushing of copra in the Philippine Islands is made all the 
more attractive by reason of the large volume of coconut oil consumed 
in the eastern part of the United States and the fact that that section 
of the Uriited States does not require the resultant oil cake produced 
from the crushing operation. 

On the Pacific coast the coconut oil, and cake as well, is consumed 
in that area which lies west of an imaginary line running north aIld 
south which would be located just a little east of Chicago, or, as 
sometimes referred to, the Indiana-Illinois State-line. 
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The oil entering the Atlantic seaports from the Philippines now 
moves into consumption in the tenitory lying east of the Indiana
Illinois State-line. However, this same tenitory does not have any 
need for the oil cake resulting from the oil consumed in the terri
tory. This section of the countryalrea.dy has a surplus production of 
oil cake and other high-protein concentrates and feedstuffs. In fact, 
it is on an export basis, and any additional crushing operations which 
would have to be centered there as a result of moving the industry 
out of the Islands would simply increase this oversupply of oil cake. 

It is because of this unusual condition that it is more economical 
to crush the copra in the Philippines rather than in the tenitory of 
consumption. 

If the export taxes are not repealed, in my opinion, the United 
States will still continue to require a great deal of coconut oil, and 
the crushing will all have to be centered in this country. To that 
extent it seems that the Philippine copra-producers would have an 
interest in this proposition by reason of the fact that lower prices 
can conceivably result for their copra if copra is exported to the 
United States and the surplus cake then reexported to Europe. I 
might explain this point further in this way. The combination of 
freight rates applying will be somewhat greater than if the oil is 
brought to the United States and the cake is exported from Manila 
direct to the northern European countries. In other words, the 
freight rate applying on copra from Manila to the Atlantic coast, 
plus the rate applying on cake from New York to Hamburg, will be 
somewhat in excess of the existing rates, that is, the existing com
bination made up of the rate applying on oil from Manila to New 
York and cake from Manila to Hamburg. 

To the extent that palm-kernel oil and babassu oil set the ceiling 
above which the price of coconut oil cannot rise, it simply means that 
these increased items of cost must be passed back to the original pro
ducer of copra in the Islands; and to that extent the copra-producer 
will be affected adversely by a shift of the crushing-industry out of 
the Islands to the United States. 

This cost is not of direct interest to the crusher for the simple 
reason that he will simply pass it back to the producer of the raw 
material, as it is impossible to pass it on to the user of the oil. Of 
course, the crusher has an interest in this aspect of the subject to the 
extent that a decreased volume of production will result. 

Naturally we are interested in maintaining the largest possible 
scale of operations. It makes for greater economy, increased effi
ciency, and stabilization of the industry. 
~other important consideration which was not mentioned in my 

brief 1 pertains to the consideration which should be given this whole 
problem after independence becomes effective. 

• See voL III. 
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Of course, we cannot see ahead and visualize what our tariff sched
ules may be following 1946. But the fact remains that if they are 
constructed as they are at the present time, there likewise seems to 
be no logical reason why the Philippine copra-crushing industry 
should not be granted the same equality of opportunity after inde
pendence to compete with the foreign crushers and the crushers in the 
United States as it enjoys at present. 

Preferential treatment can be granted by extending the same equality 
which we now enjoy in the Philippines. In other words, we ask 
that you do not place the crushers in the Islands at a disadvantage 
with the crushers of similar oil-bearing material or with the crushers 
located in the United States. 

So long as the United States has a deficiency in its domestic supply 
of industrial oils there is no reason why the Philippine crushers should 
not be accorded an opportunity to furnish the same equivalent propor
tion of the importations which they are now furnishing. 

Mr. ROllS. You mean that the United States should admit coconut 
oil crushed in the Philippines,free of duty¥ 

Mr. CRA.IG. That is right; yes, Sir. 
Mr. ROllS. In the same way that the United States admits palm

kernel oil! 
Mr. CRA.IG. That is right. 
Mr. Ro:us. How about oils coming from Ceylon, or oil from other 

places! 
Mr. CRA.IG. The consumers in the United States would probably 

like to have a greater access to a larger supply of oil. But if you 
do that you take away from the Philippines the preferential treatment 
which I am suggesting could be accorded to the Philippines. I am 
merely pointing out a way in which some preferential treatment can 
be accorded the Philippines which will be beneficial to them but which 
will work no harm to any American industry, or any American interest, 
I might say. 

I appreciate your asking that question, Mr. Roxas, because I failed 
to mention that coconut oil imported from countries other than the 
Philippines is subject to a tariff of 2 cents a pound. 

The supposition is that when independence becomes a reality coconut 
oil entering this country from the Philippines will be subject to the 
regular 2-cent tariff. 

On the other hand, palm-kernel oil is admitted duty-free and babassu 
oil is admitted free, as are the kernels of these respective oils. 

As long as those oils are so similar in their chemical composition 
and nature and their physical characteristics, why not extend an op
portunity to the Philippines and the Philippine crushing-industry to 
allow them to continue to compete with these other oils after hide
pendence is consummated ¥ 
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At least the Philippine crushing-industry should be placed upon a 
parity with foreign crushers and crushers in the United States. 

Much has been made of the fact that the Philippines were given 
preferential treatment when the excise taxes were enacted because of 
the 2-cent differential in the rates applying to the coconut oil and 
copra, the rates being 3 cents on importations from the Philippines 
and 5 cents on importations from all other countries. However, a 
3-cent rate was applied to the importations from 1111 other countries 
on all other oils included in that group so taxed by the 1934 Revenue 
Act. 

This preferential treatment proved to be simply an empty gesture for 
the reasons I have just stated. Palm-kernel oil carries a 3-cent excise 
tax and babassu oil is tax-free. Therefore, these oils set the price 
limit above which coconut oil cannot rise. 

The price of babassu oil has been maintained consistently at % to 
% cent a pound below the price of coconut oil. Palm-kernel oil has 
ranged generally from * cent below to % cent above, depending upon 
the temporary marketing conditions at the time. 

These two oils, that is, palm-kernel oil and babassu oil, set the 
price limit for coconut oil and, therefore, Philippine coconut oil in 
effect has had to compete with the world prices of oils subject only 
to the 3-cent excise tax. 

The Philippines really got nothing out of that preferential treat
ment except that all of their copra comes to the United States up to 
the extent of our requirements here, and the copra from other coun
tries moves to Europe. 

There have also been some adverse effects of these excise taxes upon 
Philippine coconut oil which have more than offset any intended 
preferential treatment they could have expected to receive from that 
differential. 

There have been some rather extensive shifts in the use of oils in 
edible channels. Ordinarily coconut oil shared a large percentage of 
the vegetable-oil consumption in the manufacture of oleomargarine. 
Since these excise taxes have been enacted a shift has been taking 
place. A great deal of cottonseed oil is now displacing coconut oil 
in this product. As a result, there is an insufficient supply of cotton
seed oil for its normal uses in the manufacture of shortenings, com
pounds, salad oils, and so on, and to such an extent that we have had 
large importations of cottonseed oil from countries such as China, 
Brazil, Egypt, England, Japan, and so on. 

Therefore, what have we gained by shutting out coconut oil from 
oleomargarine if, in turn, we must import a greatly increased amount 
of cottonseed oil from these other countries ~ This has been one of 
the unfavorable outgrowths of this excise tax with respect to coconut 
oil. The ratio of coconut-oil consumption to the total consumption in 
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the channels in ~hich coconut oil normally moves has been declining. 
However, the tonnage has remained fairly close to what it was in 
past years. , 

In other words, there has been a constantly increasing rate of 
consumption of these other related and similar oils, whereas the use 
of coconut oil is remaining more or less stationary. 

So we are led to the belief that if these excise taxes had not been 
imposed the Philippines could have expected to enjoy a larger shard 
of this increased consumption of oils and fats used in the United 
States; whereas this increased consumption has actually gone to 
European crushers. 

I am going to conclude my statement with this one appeal to the 
Committee. We ask that every possible consideration be given to 
the matter of the repealing of the export tax applying on the coconut 
oil for the duration of the Commonwealth period, and that following 
the granting of final independence we be placed on a basis of equality 
to compete with the foreign crushers of similar oils, that is, palm
kernel oil, babassu oil, and so on, and the crushers of copra in con
tinental United States. 

So long as the United States is compelled to import a large portion 
of its industrial-oil requirements, why not give that preference to 
the, Philippines and give them the opportunity of supplying the oils 
while, at the same time, they are building up their general manu
facturing industries, particularly in view of the fact that they are 
one of our best export markets ¥ Certainly they afford a much better 
market than any of the other countries from which we normally draw 
these other oils. 

Mr. ROXA8. I wonder if you can answer the question I asked :J. 

little while ago ¥ 
Mr. CRAIG. I believe you asked a question of Mr. Gordon which he 

requested be addressed to me. If you will be kind enough to restate 
your question I shall be very glad to try to answer it. ' 

Mr. ROXAS. What percentage of the American tariff of 2 cents a 
pound can the Philippine crushing-industry absorb and still exist 
under present conditions ¥ 

Mr. CRAIG. Under ordinary conditions the crushers feel that they 
have an unusually profitable basis of operations if they can see a 
difference of as much as lh cent a pound between the price of copra. 
and the price of coconut oil. That is 12lh points per hundred pounds, 
whereas the increment of the first year's levy is n cent a pound or 
10 points. If we have what we may consider optimum profit OppOI"" 
tunities of % cent we will just about break even the first year the 
export tax becomes effective. 

As I have said, confronted with the handwriting on the wall, the 
crushers have no incentive to operate that first year if they are to 
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just break: even on the operations, knowing that the following year 
and every year thereafter they are going to be definitely in the red. 

The United States Tariff Commission conducted a study in 1931 
or 1932; and they released a report, which I think was report no. 41. 
The results of their findings showed that, taken as a whole, the 
operating costs in the Philippines were then about on a par with the 
operating costs of crushers of copra in continental United States. So 
from that standpoint also, you see the Philippine crushers are not in 
position to absorb any added burden and still remain in the picture 
with the crushers of the United States . 
. Mr. RoLU. Why are your operating costs in the Islands about the 

same as the operating costs of the crushers here in the United States! 
Mr. CJw:o. I don't know, Mr. Roxas, that I can give you a complete 

answer to that question. But some of the factors are due to these con
ditions. Admittedly we hav" a somewhat lower labor cost in the 
Islands than we have here. But contrasted with the lower labor costs 
we have expensive power costs there which are away out of propor
tion to the power costs enjoyed in this country. 

In addition, we have the expense of handling and milling wet copra, 
which makes for a much more inefficient operation than if the copra 
were in the condition in which it would be after being subjected to an 
ocean voyage and after it had lost a great deal of the excess moisture. 

Then we have the added expense of what we consider expensive 
lighterage in the handling of cargoes in the harbor of Manila, that is, 
expensive lighterage costs in the handling of cargoes in the harbor of 
Manila, embracing pumping from the plant tanks into bargps and from. 
the barges into the ship's tanks. 

Copra can be handled in bulk in dry-cargo-vessel movements and 
unloaded by the use of suckers and conveyors in this country. So the 
total handling expense is considerably less per ton of material handled 
than it is in the Philippines in the manner in which it has to be handled 
there. 

Those are some of the major factors in the cost. 
Mr. Rons. How about copra meal' 
Mr. CJwo. The expense of handling cake is very little different in 

Manila from the expense of handling meal in the United States. 
There is a slight advantage in shipping cake because it stores to better 
advantage in the ship and, therefore, enjoys a slightly lower freight 
rate. However, the cost of burlap is about the same in both cases. 

Mr. RoKAS. What has been the maximum tonnage of coconut oil 
imported into the United States since the enactment of the Inde
pendence Act' 

Mr. CJwo. Since the Independence Act has been in effect' 
Mr. Rons. Yes. 
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Mr. CRAIG. 19,36 is the only full year for which figures are available. 
I would estimate that the importations for 1936 would range from 
155,000 tons to 160,000 tons of coconut oil. 

Mr. ROXAS. Why have you not been able ~o bring in the maximum 
authorized by the law¥ 

Mr. CRAIG. For a long period of time extending over many years the 
copra-crushing industries in the United States and in the Philippines 
have been about on a parity. About 50 percent of the oil has been 
furnished by the Philippine crushers and about 50 percent has been 
furnished by the crushers on the Pacific coast and those few scattered 
in other locations in this country but principally on the Atlantic 
coast. This ratio, of course, fluctuates within small limits to the ex
tent of 2 or 3 percent, either up or down. 

So far we have not been able to enlarge our production, owing prin
cipally, I would say, to the fact that our operating costs are about 
the same. If we took more business then the crushers here would 
feel that effect and would cut the price a little, and then we could not 
meet the competition. It is the force of competition and the fact that 
our operating costs are undoubtedly pretty nearly on the same basis 
that keep the industry about as equally divided as it is. 

Also, the excise taxes, since they have been in effect, have kept the 
Philippines from enjoying as large a percentage of the oil-consump- . 
tion that came about in this country as a result of the drought and 
various restrictive programs which were in effect. 

It is entirely conceivable that, had the excise restriction!' not been 
in effect, and had the shipments of soy-bean oil, cottonseed oil, peanut 
oil, sesame oil, and so on, not entered the country in such proportions, 
there would have been a greater demand for and consumption of 
coconut oil. And, of course, the Philippine crushing-industry mi~ht 
have expected to enjoy its proportionate share of that increased 
demand. 

Mr. ROXAS. To what capacity have the domestic coconut-crushing 
mills operated" 

Mr. CRAIG. Those in this country, you sayl 
Mr. ROXAS. Yes. 
Mr. CRAIG. Again going back to the subject of the excise taxes which 

have the effect of shutting out a lot of other oil-bearing materials 
which a number of mills had been operating on in the past, the taxes 
having been levied on a basis of shutting out al} tlle oil-bearing mate
rials but still permitting the importation of oils, the mills so operating 
on those materials had the choi.ce of doing one of two things. They 
could either shut down or turn to crushing some other oil-bearing 
material not affected by this excise-tax schedule embodied in the 1936 
Revenue Act. They elected to do the latter, and, as a result, an in-
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creased number of mills started crushing copra. Therefore, it is 
impossible for me to make an appraisal of the potential crushing 
capacity available for handling copra. 

The mills on the Pacific coast preVIOusly operating on sesame seed, 
perilla seed, hemp seed, kapok seed, and various other seeds, now find 
themselv.lls shut down as a result of the 1936 schedule of excise taxes 
contained in the Revenue Act of that year. They have now turned 
over to copra and flaxseed. 

I would say that the total capacity of the Nation is now somewhat 
in excess of what it was prior to the enactment of the 1936 Revenue 
Act. There are ihree or four companies that have just entered the 
copra-crushing industry out there on the Pacific coa.st. 

Prior to. the entry of these new companies into the industry the 
capacity was pretty evenly divided, I would say; that is, the capacity 
in this country was about the same as the capacity in the Philippines. 

The 200,000 long tons fixed as the limit in the Tydings-McDuffie 
act were predicated upon the existing capacity of the industry at that 
time. This limit was set so that the industry in the Philippines would 
not expand further but at the same time so that it would not inflict 
Rny penalties upon existing companies already operating in the 
Philippines. 

I think the capacity of the crushers in this country is about the 
same as the capacity of the crushers in the Philippines. 

Mr. EDMINSTER. As I understand the purport of your recommenda
tions,llr. Craig, it is, first, that the export tax that would go into 
eHeet beginning the sixth year be abandoned and that there should be 
no export tax imposed during the Commonwealth' 

Mr. CRAIG. That is right; if the copra-crushing industry is to be 
permitted to survive in the Islands. 

Mr. EDlIfINSTER. Secondly, that at the end of the Commonwealth 
period there be a continuance of preference granted to coconut oil 
coming from the Philippines' 

Mr. CRAIG. Yes, Sir. 
Mr. EDHINSTEB. What conditions do you envisage which would make 

it possible within a reasonable period thereafter to terminate that 
preference without wiping out the coconut-oil industry in the 
Philippines , 

Mr. CRAIG. Some funny things have been put through recently in 
legislation. It is ebtirely conceivable that there may be some other 
type of bill enacted siririlar to the provisions contained in the Revenue 
Act of .1936 whereby copra would be shut out of the country but oil 
still be permitted to enter. If some unusual or absurd condition of 
that type resulted, the Philippine crushing-industry would have the 
benefit of this market; but assuming that we remain. on an even keel 

. in enacting future legislation, whenever restrictions are imposed upon 
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the copra-crushing industry in the Philippines the industry there will 
have to go out of existence. : 

But it was my point that as long as industries of that type are 
needed in the Philippines and since it will require some time to build 
up manufacturing industries around this industry that is already 
f'stablished, in my opinion we can afford to grant that opportunity to 
the Philippines for perhaps 5 years or 10 years, or whatever the Com
mittee works Qut_as a reasonable length of time. But it is unquestion
ably true that when the time comes for withdrawing that preferential 
treatment, the crushing-industry in the Philippines will be at an end. 

Mr. EDMINSTER. Then, Mr. Craig, what you a~e really asking is 
this, is it not , You are playing for time. If the export taxes began 
to operate the sixth" year of the Commonwealtlf, in effect that is the 
beginning of the withdrawal of the preference. 

Mr. CRAIG. That will mark the end of the crushing-industry there. 
Mr. EDMINSTER. You would like to have the preference continued¥ 
Mr. CRAIG. That is right. 
Mr. EDMINSTER. And you would like to ha.ve the preference continue 

after the end of the Commonwealth period for an indefinite period, or 
you would like to have it continue permanently ~ 

Mr. CRAIG. I am not in position to set a definite time limit. That is 
something that requires a great deal of study. As I pointed out in • 
my brief, the crushing-industry cannot afford to wait until the dead
line to see what steps should be taken. Advance preparations are 
already being made for the withdrawal or the transfer of the industry 
from the Philippines to the United States. If we waited until the 
very end, then, perhaps, it would be too late, because the crushing 
facilities which may be transferred from the Philippines will have 
been established over here and the Philippjnes will have lost their 
industry. 

Mr. EDMINSTER. If there were a provision for the free admission of 
oils that are inedible or that are rendered inedible, from whatever 
country, would the Philippine copra-crushing industry be able to 
continue at anything like its present scale of operations' 

Mr. CRAIG. Coconut oil will have to continue to meet the competition 
of palm-kernel oil. Those two oils have been on a parity. It has 
also met the competition of palm oil, which is not directly related, 
that is, to the extent that palm-kernel oil is related. 

In other words, a tariff of 2 cents a pound was levied on coconut oil 
coming in from other countries, but palm-kernel oil and palm oil were 
left on the free-list. Of course, at that time coconut oil had not 
become the important commodity in this country that it is today. 

Whether the mills of Java, Borneo, Ceylon, and some of the other 
Dutch East Indies, with this increased" volume of business available 
to them, would be able to undersell the Philippine mills, I am not in 



BEABINGS HELD IN WASHINGTON 59 

position to say definitely. But I am of the opinion that they would 
make rather severe competition for us. 

I know that the desiccated-coconut people have contended that they 
cannot compete with the mills in Ceylon on their product; so I am led 
to believe that we would be in the same unfortunate position with 
respect to the coconut-oil industry in the Islands. 

The fact that our operating costs are on a par with those of crushers 
• in the United States, makes it rather evident that we cannot compete 

with the Dutch crushers. 
Mr. Rons. I wonder if my recollection is correct about this! Is it 

not true, Mr. Craig, that the limitation on the amount of duty-free 
coconut oil that can be imported into. this country was inserted into 
the act at the request of others than the representafives of the coconut
oil-crushing industry in the United States' 

Mr. ClwG. You say other than representatives of the crushing
industry in the United States' 

Mr. RoXA.s. Yea. 
Mr. ClwG. I think that insertion came about from demands emanat

ing from agricultural interests, but the domestic crushing interests in 
the United States did not oppose the request, although they did not 
initiate it. 

Mr. RoXAEJ. That is my recollection. 
Mr. CRAIG. And that is my recollection. 
Mr. RoXAEJ. It came from producers of fats and oils here, whose 

products go into the edible field' 
Mr. ClwG. That is right. 
Mr. RoXAEJ. Now, Mr. Craig, is there any opposition on the part 

of the domestic coconut-oil-crushing industry in the United States 
against your suggestions here' Or do you happen to know as to that' 

Mr. ClwG. I am of the opinion, from such observations as I have 
made, that the domestic crushers in the United States-excluding our 
company, which likewise is a domestic crusher her&-would naturally 
like to see a condition brought about where they could enjoy a larger 
volume of business, and they would probably encourage any move 
which would further restrict the crushing of copra in the Philippines. 
On the other hand, that policy appears to be quite short-sighted, 
because it stands to reason that the companies now operating in the 
Philippines are not going to simply fold up and go out of existence. 
They have ample assets and resources so that they can transfer to this 
country, which they will likely do. 

In the end, the Pacific-coast crushers will probably have as severe 
competition as they now think they have from the mills in the Philip
pines, if not more severe. 

82109-38-\'01. 2---li 
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I think it is better, in the interest of ecOnomy, for the whole group 
to keep the operations divided between the two countries, as they are 
now. It has worked to very great advantage for both groups. 

Mr. JACOBS. Are there any further questions! 
Mr. DOMERATZKY. If the crushing-industry in the Philippines 

should be abolished because of the export taxes, is it your idea that 
the crushing facilities in the United States would have to be enlarged 
by the transier _ of the crushing from the Islands to the mainland! 

Mr. CRAIG. Yes, Sir; and for two reasons. The crushing facilities 
are not properly located to serve the consuming-industries to the best 
advantage. Also, the capacity is inadequate to handle the volume of 
copra necessary to furnish the oil that would normally be consumed 
here. 

Mr. DOMERATZKY. So your idea is that you and the other people in 
the Philippines would take their equipment over to the mainland! 

Mr. CRAIG. We would have no choice but to do that. 
Mr. RoXAS. That would involve a certain financial outlay, of course. 
Mr. CIw:G. Yes; that is right. 
Mr. DOMERA.TZKY. Do you believe that would be a sufficient factor, 

perhaps, in retaining the industry in the Philippines! 
Mr. CRAIG. The industry cannot be retained there. There is no 

purpose in continuing to operate· an industry that will not pay a 
profit and that will have to be operated at a loss. We might better 
make a further investment and move our business over here as long 
as we can make a reasonable return on it. In other words, the set-up 
as it is now would mean that during the first year we would prob
ably get out whole and absorb our overhead, but in the second year 
we could not cover our direct operating costs. When we come to the 
point where we cannot absorb at least our overhead, we are not inter
ested in running; we would simply close down the mill. That is 
true, whether we operate in the United States or in the Philippines, 
or in China. . 

Mr. ROMERO. Well, suppose a tariff were imposed here on the palm
kernel oil and the babassu oil; would that help the crushing-industry 
in the Islands' 

Mr. CIw:G. No, Sir; because the domestic crushers on the Pacific 
coast will have the advantage; and it is my belief, despite the fact 
the 1936 Revenue Act went contrary to all previous policy fol
lowed in tariff and revenue legislation, that we can expect Congress, 
when it considers tariff legislation without the pressure under which 
it was placed at that time, to always give preferred treatment to the 
crusher located in continental United States. 

So if any tariff levies are imposed on any of those oils it will be 
done in such a way that it will encourage the importation of the oil
bearing material into the United States so that the crushing opera-
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tiona can be carned on here. So that to that extent your question 
pertaining to the Philippine crushers would be answered, I think. 

Mr. RoMERO. During the past two or three years there has been a 
substantial increase in babassu-consumption, has there not ¥ 

Mr. Ca.uo. There have been substantial increases in babassu-con
sumption, although the tonnage has not been large in proportion to 
the total consumption of oils and fats of that category. 

Mr. RoMERO. What are the prospects for that particular kind of 
oil' 

Mr. Ca.uo. They seem to be more or less limited because of the 
disadvantages of transportation facilities in the country and general 
inaccessibility of the region where the kernels are grown in the inte
rior of Brazil. The price of babassu oil is brought up very close to 
the level of the coconut oil by reason of these disadvantages. With 
the incentive that has been created by the inclusion of excise taxes in 
the price of coconut oil there was an inducement to gather more 
babassu kernels in· Brazil to the extent of overcoming some of the 
natural barriers and handicaps. 

I know that a great many companies have gone down there and 
have put out their money against promised deliveries, but then they 
had to make a second trip back there to try to retrieve their cash. 
They did not get their kernels; and I do not think they got back all 
of their cash. 

Mr. W AlUNO: Mr. Craig, I would like to ask you one or two ques
tions in connection with the brief 1 which you submitted. On page 
3 of the [typewritten] brief, you mention the fact that the excise 
taxes levied on coconut oil in the 1934 Revenue Act had an adverse 
e1l'ect on Philippine coconut oil.' In the following sentence you say: 
"A noticeable shift has resulted in the consumption of these lauric
acid-bearing oils, to the extent that babassu, palm-kernel, and other 
oils have been displacing coconut oil in increasing amounts." 

I wondered if, in as much as the tax is the same on oil crushed 
from Philippine copra and on palm-kernel oil, the shift to palm-ker
nel oil mentioned in the brief can be explained by the tax. Both of 
them bear a 3-cents-a-pound tax. 

Mr. Ca.uo. No, Sir; I don't think the shift can correctiy be attrib
uted entirely to the excise tax. There were other circumstances that 
brought it about-some abnormal demands for copra by certain Euro
pean countries when the sup'ply in the Philippines was reduced on 
account of adverse climatic conditions there, typhoons and various 
other things, and we' did not get the quantity of copra. tha.t we ex
pected, and when the European buyers were also in that market. AU 

• See vol. III. 
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those conditions worked to bring about a disparity in the rela
tionship. 

My statement as worded in the brief is not complete in that respect. 
Mr. W ABING. You mentioned the serious effect of the withdrawal 

of the demands of the Philippine crushers on the price of copra in 
the Islands. 

Mr. CRAIG. Would you mind repeating your question, Mr. Waring! 
Mr. WARING. The effect of the withdrawal of the demand of the 

Philippine crushers on the price of copra in the Philippines. 
Mr. CRAIG. The competition created by the presence of the local 

mills there ¥ 
Mr. W ABING. Yes. Would not competitive prices for copra be 

maintained in the Philippines by the increased demand of crushers 
in the United States and Europe ¥ 

Mr. CRAIG. I do not think they would be. That is a subject re
garding which the questions will have to be answered by the repre
sentatives who are going to appear before your COlnmittee in Manila. 
We have left that subject purposely for them to develop in more 
detail. 

But the fact remains that the competition between the local mills 
there is very keen, and it has the result of keeping copra constantly 
at levels which permit the crushers to come out with a very narrow 
margin. They are also located in that region where the greatest 
copra-production is, that is, on the Island of Luzon, the Provinces of 
Tayabas and Laguna. 

If the crushing were all centered in the United States, then there 
would not be the opportunity to draw the copra into that center, 
and it would go out through all the outports, and all the handling 
and transportation and auxiliary lines in connection with the manu
facturing business would simply go out of existence. 

Mr. WARING. I am not questioning the importance of the export 
tax on the crushing-industry in the Islands at all, but I was wonder
ing whether, from the standpoint of the copra-producers theIDSelves, 
they would be so very much worse off. 

Mr. CRAIG. It comes back to the question that Mr. Roxas asked a 
little while ago, that is, why we had not shipped more coconut oil in 
here at the expense of the domestic crusher. 

There is a very keen rivalry between the two groups, which is 
probably somewhat more acute than it would be if it were all cen
tered in the United States. I cannot give you exact economic reasons 
to support it; nevertheless, it seems apparent that it is true. 

Mr. WARING. I was thinking that the increased demand from 
domestic crushers, who would presumably, be crushing an increased 
amount of oil, and the demand of European buyers, who would come 
into that market whenever the price situation justified, in as much 
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as copra is on the world market at world prices, would operate to 
maintain copra prices in the Philippines. 

Mr. Caua. Here is another factor in that connection, Mr. Waring. 
The Philippine crusher is confined exclusively to the crushing of 
copra. He has access to no other oil-bearing material. The crushers. 
in the United States until 1936 had access to an unlimited variety of 
oil-bearing materials. 

The Philippine crushers, knowing that if they do not get the copra 
they will be compelled to shut down, will continue to buy copra when 
they really do not want it or do not have sales for the oil to apply 
against those commitments. So, simply to assure having a supply on 
hand available for crushing they support the market, which would 
not be true if you did not have the mills located there. 

I think that is probably a direct answer to your question, and 
more so than the previous statement. 

Mr. ELIZALDE. Would not the price of copra cake m the world also 
affect the price that you would pay for copra in Manila, in as much 
as you sell your copra cake outside of the United States ¥ Would it 
not affect the price that you would pay in Manila for your copra ¥ 

Mr. Cauo. Yes; that is right. And that condition obtains today. 
On the other hand, bringing an increased volume of production ,of 
oil cake into this country may have a tendency to bear down on the 
price of oil cake here; and that would possibly be reflected in a lower 
copra price by reason of the Philippine mills having access to the 
European market which generally maintains a better level of prices 
for oil cake than is true with respect to the United States. 

Mr. W ARINO. Of course, it is very difficult to theorize about the 
effect that would have on domestic feed cake or meal here. But, so 
far as you can see, Mr. Craig, would it not be apt to be confined to 
the difference in the cost of transportation which you have already 
mentioned, that is, if the price were depressed' 

Mr. Cauo. Not entirely, because so many companies do not have 
the marketing facilities and the organization to handle those prod
ucts, and they are simply trying to dump them onto the market to 
try to realize something on them rather than take the time and 
expend the effort necessary to build up a marketing organization to 
dispose of them to good advantage in markets where there is a strong 
demand for them. 

We find that true in many instances now with these new com
panies that have been entering the picture. They do not know how 
to market their oil, and they simply dump it onto the market at 
ruinous prices. In many instances we have been able to buy oils, 
and cake also, at consideJ'ably better prices than normally would be 
made. But those companies will not last very long if they continue 
to operate in that way. But there is always someone new coming 
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in with capital to lose, and we have to stand it while they go through 
that process. ' 

Mr. WARING. But you have an organization. 
Mr. CRAIG. The companies that are operating in the Philippines 

now have those organizations. Our company has as good an or
ganization in European countries as we maintain in this country. 

Mr. WARING. SO they might be able to utilize those contacts which 
they already ha.ve. 

Mr. CRAIG. And to· that extent we would be at the disadvantage 
of the difference in transportation. 

Mr. WARING. That is what I had in mind. 
Mr. CRAIG. But as to all of these new companies that enter the 

picture that would not be true. 
Colonel McDONALD. In your opinion, Mr. Craig, how would the price 

for copra, that is, the world price, be affected by the possible disap
pearance of the Philippine industry@ In other words, would the 
American copra~crushing industry be able to dictate the prices for 
Philippine copra @ 

Mr. CRAIG. I do not think that follows, because the price is affected 
by so many different factors that enter into the picture. There are 
similar illustrations where conditions would make that possible with 
l~espect to other situations. One example is flaxseed. It is not true 
there. By the same reasoning I would say that it would not be true 
in the case of copra. 

Colonel McDONALD. There would be no effect on the world prices' 
Mr. CRAIG. I do not think there would be in that respect. 
Mr. ELIZALDE. I assume that the capital of your company is 

American capital, that is, United States capital, is it not@ 
Mr. CRAIG. That is right. 
Mr. ELIZALDE. The greater part of the capital investment in the 

crushing-industry in the Philippines is, of course, American capital, 
is it DOtl 

Mr. CRAIG. Yes, Sir. The three largest companies over there are 
all American companies-the Philippine Refining Corporation of New 
York, Procter & Gamble, and our own company. 

Mr. ELIZALDE. And the machinery is mostly American machinery ~ 
Mr. CRAIG. That is correct. 
Mr. ELIZALDE. You have a certain amount of personnel there that 

is American' Is that right 9 
Mr. CRAIG. The major portion of our employees are natives. 
Mr. ELIZALDE. But the technical and the managing employees' 
Mr. CRAIG. The technical men are graduates of the local University 

of the Philippines. In our own company I think we have only 
five people who are not natives of the Philippines; and of those five, 
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two of them are from Europe and three are people that we sent out 
from our home office here in this country. 

Mr. EJ.TZAI,D& You have an organization here for selling the 
Philippine oil' 

Mr. CR.uo. Yes, Sir. 
Mr. ELIZALDE. Do you sell oil from other countries also, Mr. Craig~ 
Mr. CRAIG. Our company is set up by divisions. We have a coco-

nut-oil division that is organized and handles coconut oil only, and 
all the sales, personnel, and everything. Then we have another divi
sion that handles China-wood oil that comes from China. 

Mr. ELIZALDE. Your coconut oil that is handled by you· is mostly· 
Philippine oil, is it' 

Mr. CR.uo. It is Philippine oil only. No coconut oil enters the 
United States from any country other than the Philippines, by reason 
of the 2-cent tariff. 

Mr. ELIZALDE. You sell your own coconut oil mostly, do you! 
Mr. CRAIG. Yes; that is right. And we sell all of it in this country. 
Mr. JACOBS. Are there any questions that any member wishes to 

ask Mr. Craig t 
(No response.) 
If not, Mr. Craig, the Committee wishes to thank you for your 

appearance here this morning. 
The next person to appear will be Mr. Ernest C. Brown, repre

senting Wood & Selick, Inc., who will speak on the subject of desic- ' 
cated coconut. 

STATEMENT OF MR. ERNEST C. BROWN, REPRESENTING 
WOOD & SELICK, INC. 

Mr. BROWN. Mr. Chairman: I might say that the opinions that 
I will express are based upon our knowledge of the Ceylon industry 
of desiccated coconut as well as that in the Philippine Islands. 

We have for 50 years represented the firm of J. H. Vavasseur & 
Company, of London, as agents. Until the growth of the Philippine 
coconut industry we imported a very large percentage of desiccated 
coconut consumed in this country. 

In 1928 we, in conjunction with the firm of Vavasseur_& Company, 
Ltd., established in the Philippines an organization known as the 
Red V Coconut Products, Ltd., and went into the Philippine pro
duction of desiccated coconut in 1929. 

We .also manufacture sweetened coconut in New York. So the 
facts that we have at our disposal are based upon our knowledge 
of the three branches of the business. 

I might mention that the sales of coconut in this country exceed 
100,000,000 pounds, of which approximately 70,000,000 pounds come 
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from the Phili:ppine Islands, a very negligible portion today from 
Ceylon, and the balance is manufactured in this country either from 
whole coconuts imported from the West Indies or from the Philip
pines. 

The use of coconuts in this country goes to two main outlets. In 
its desiccated form it goes to manufacturing-bakers and confectioners, 
where it is used as a filler and for toppings of cakes. In its sweetened 
form it goes to the household trade or to people who are going to 
use coconut where the sweetened product must be made prior to use. 

I have here for purposes of reference a few samples to illustrate 
what I will have to say. 

These are samples of very, very fine coconut about the consistency 
of sugar or the size of a grain of rice, which are the cuts normally 
used by the confectionery and bakery trade, and you only see them 
in the form of a finished product as fillings for candy or macaroon 
cookies or cakes. 

The other cut here is the form used for topping, pies, and so on. 
Of the total consumption about three quarters is in the form of the 
small cuts. 

There is no commercial production of whole coconuts in the 
United States, and not a single pound of desiccated coconut or 
sweetened coconut is made from coconuts grown in the United 
States; nor is there any belief that it can ever be so made, because 
of the difficulty of growing them here on a commercial scale. It 
takes three coconuts to make one pound of desiccated coconut. So 
the coconut industry of the United States requires 300,000,000 coco-
nuts to serve it. . 

The entire West Indies produces enough coconuts· to make only 
about 25 percent of the total requirements of this country, and the 
balance of these supplies must be brought in from Ceylon or from 
the Philippine Islands. 

The industry of desiccated coconut which originated in Ceylon, 
so far as it applies to this country, became centered in the Philip
pine Islands only when the Tariff Act of 1922 increased the duty 
to 3.5 cents a pound, because prior to that date the 2-cents-a-pound 
protection was not sufficient to enable the Philippine Islands to 
compete with Ceylon. The reasons for that are twofold. One is the 
question of labor costs. 

Our Philippine plants today pay common labor a little over 1 peso 
a day for men, or a little over 50 cents a day. 

I cabled our London associates for information as to the Ceylon 
costs, and I have received the following reply: 

Official minimum rates unskilled men 41 women 53 children 24 rupee cents 
stop Our factory rates skilled one rupee to one seventy five per day unskilled 
50 to 75 cents. 
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At today's exchange, 41 rupee-cents for men works out to 15 c;ents 
a day. 

For women, 33 rupee-cents figures out 12 cents a day. For chil
dren,24 rupee-cents, which figures out 9 cents a day. That is less 
than one third of the wages paid in the coconut industry in the 
Philippine Islands. 

The Ceylon coconut industry is paying a small premium, about 
20 percent over the official Government minimum. These figures 
that I just gave are the Government minimum figures for Ceylon. 

From the labor standpoint, the Philippine labor cost would have 
to come down two thirds of the present rate before the cost of labor 
in the Philippines would approximate that in Ceylon today. 

It is our considered opinion that even if the cost of labor came 
down and the cost of coconuts themselves came down because of the 
elimination of the processing-tax favoritism now given to the Phil
ippines, it would still be impossible for the Philippine industry to 
compete with Ceylon unless all or the major portion of the 3.5-cents
a-pound duty protection is continued. 

The reason for that is due to the difference in the character of the 
coconuts raised in Ceylon as compared with the Philippine coconuts. 

Some have expressed the opinion that the Philippine industry 
could compete if, as, and when their labor costs were reduced to the 
labor costs of Ceylon. But our London friends, who have had 50 
years' experience in the Ceylon business, state that the Philippines 
could never compete, any more than Java, Borneo, New Guinea, or 
other countries in that same area have been able to compete. 

The Ceylon coconuts grow larger in size, can be used as they come 
from the plantations, and have a higher nut-yield, in comparison 
with the cost of labor in desiccating them, than the coconuts raised 
in any other country. And that advantage could never be overcome 
on a world-market basis unless the Department of Agriculture of the 
Philippine Islands or of the United States were able to find some way 
to raise larger Philippine coconuts that would give a higher yield and 
that would be easier to open, pare, and skin. 

In case there were no substantial duty-protection we would be 
prepared to promptly abandon our inv~tment in the Philippine 
Islands and return to Ceylon for the manufacture of the desiccated
coconut supplies that we require. 

One other problem of the industry is this. The sweetened coconut, 
in its ultimate form, must be manufactured in the United States be
cause that product is semiperishable in nature and if it were manu
factured in Ceylon or in the Philippine Islands the danger of 
spoilage during transit would be great. 

Sweetened coconut is the dried coconut meat plus sugar, glycerin, 
and salt, and contains approximately 6 percent moisture, whereas 
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desiccated coconut is the dried coconut meat with nothing added, 
dried down to'a basis of approximately 3 percent moisture. With 
~at low-inolsture content desiccated coconut can be shipped around 
the world and. will hold up in warehouses for a reasonable length of 
time, and it can be used tor fillers in conjunction with sugar and 
glucose and other products, without further treatment. 

But the sweetened product which is used by our wives for the 
topping of cakes and by our cake-bakers and pie-bakers, to be palat
able must be mlXed with sugar and glycerin, with a sufficient amount 
of water added so that it is tasty. The high percentage of moisture 
that is required makes it necessary that that product be manufactured 
in the United States. 

In manufacturing sweetened coconut in this country we use the 
Philippine desiccated coconut as the base. And from the standpoint 
of our cost of manufacture in this country the imposition of duty 
on the Philippine product would raise our cost of manufacture by 
that identical amount and, consequently, raise the cost to the 
consumer. 

Other firms in this country bring in whole coconuts from the West 
Indies and prepare them here. The labor involved in the two oper
ations is approximately the same, the only difference being that we 
do not have to open the nuts and pare them in our American plant. 
But that is just a minor part of the total operation. The entire labor 
cost expended in this country by the sweetened-coconut industry is 
negligible. 

I have some communications from representatives of two firms in 
the Philippine Islands. One is from Wilbur Ellis Company, which 
represents the firm of Furukawa and Company, who have a plant 
at Mindanao, Philippine Islands, which I would like to have made a 
part of the record. It reads: 

Authorize you advise Joint Preparatory Committee on Philippine Affairs at 
oral hearing in' Washington that as representative Furukawa Plantation Com
pany who manufacture desiccated coconut in Mindanao feel positive elimination 
present tarilf protection ot Philippine desiccated coonut [would] render it im
possible for our principals to compete with Ceylon coconut manufacturers. 

I have a telegram from Stein Hall Manufacturing Company, manu
facturers of sweetened coconut in Chicago, and they strongly urge 
continued protection of Philippine coconut, which they use as the base 
for manufacturing their sweetened product. Their telegram reads: 

As large ~anufacturers sweetened cocoanut strongly prefer Philippine desic
cated cocoanut coming in without duty authorize yoU to present our views before 
Washington Committee. 

Then I have a communication, dated June 16, 1937, from Dodwell 
& Company, which represents a manufacturer of desiccated coconut 
in the Islands, and they express a similar opinion: 
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DODWELL &; COMPANY 
Limited 

79 W.ALL STREET 

MESS ... WOOD &; SI!lLIOK, 

Hull.tm Gnll Lalght Bt,.eet., 
. New York, New York.. 

Attention of Mr. E. Brown. 
Dl:AB8ma: 

69 

Jun6 16, 1987. 

For the guidance of your representative who is attending the conference at 
Washington with regard to the Philippine situation with particular respect 
to the desiccated-coconut Industry, we have pleasure in confirming our views 
expressed to you verbally which are that any action· tending to bring about or 
hasten the removal of the protection at present accorded to deBiccated coconut 
from the Phmppines would have a most serious effect on the continuity of this 
comparatively young industry which has been built up in the Philippines under 
the egis of an appropriate tarUf. We feel sure that the' U.S. Government is 
anxious to protect investments in the Philippines from the effects of the grant;.. 
ing of Philippine independence, and the deslccated-coconut industry is a case in 
point where protection is essential to preserve the industry from competition 
from other countries where production costs are not as great. 

A. we consider the industry will be well represented by the delegation going 
to Washington, we are not sending our representative but authorize you to 
make use of this letter it the delegation desires to record our views with theirs. 

Yours very truly, 
Per Pro DODWELL &; CoMPANY Ltd., 

O. M. POOLID 
Directo,. 

Agent, Bunripe Coconut Product. Co. 

I also have a similar communication from The Hills Brothers Com
pany, who are sweetened-coconut manufacturers, who also use the 
Philippine products as the base. Their letter is dated New York. 
June 17, 1937, and reads as follows: 

THE BILLS BROTHERS COMPANY 
110 W ASBINGTON STREET 

Nmw YOBK, N.Y. 

WOOD AND SIILIOE Co, Inc., 
86 Hud8tm Bt,.66t, 

New York, N.Y •. 
GENTLmfJIN : 

June 17, 1937. 

We are sorry we will be unable to attend the oral hearing regarding desic
cated cocoanut before the Joint Preparatory Committee on PhUippine Affairs 
but would appreciate It if you would express our views to the Committee. 

We have manufactured sweetened cocoanut for many years and formerly 
used West Indisn cocoanuts as the base. We find it preferable, however, to use 
Philippine desiccated cocoanut as a base and much prefer to see this item 
enter the country without duty. 
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If a duty is assessed against Philippine cocoanut as a result of the Philippine 
Independence Act, 'Our .cost of materials and therefore our selling price to the 
consumer would undoubtedly be increased· by the amount of the duty. 

Yours very truly, 
THE HILLs BROTHERS COMPANY 

R. P. WUITID, Secretary 

In brief that is the story as we see it. Before the Committee termi
nates its labors we will have figures from Vavasseur, in London, giving 
the relative costa of producing desiccated coconut in the plants which 
they own in Ceylon and in the plants in which they are financially 
interested in the Philippine Islands, the figures being as of January 
31st and June 30th for the past eight years, beginning with the year 
in which our Philippine factory started. . 

The records that we have, going back for the past 3 years, show a 
difference in cost adverse to the Philippines for the past 2 years of 
well over 2 cents a pound on the comparative dates for which we have 
figures. That is due to labor and the yield-factors that I mentioned 
earlier. 

The question was raised informally in ·connection with the figures 
shown by the Department of Commerce as to the relative values of 
the imports of desiccated coconut from Ceylon and from the Philip
pines for the 10-year period preceding 1935. The figures indicated 
much closer cost values than the actual facts. 

In my opinion, the reason for that is threefold. In the first place, 
the figures of the Department of Commerce represent the market 
values, or are supposed to represent the market values as of the time 
and place 0,£ shipment. 

There is no market value in Manila for desiccated coconut that can 
be determined by the shippers, because the Philippine industry is con
ducted on a radically different basis from that in Ceylon. The manu
facturers of the Philippine coconut either ship their coconut on con
signment to their American agents or else the plants there are owned 
or controlled by American interests and the product is shipped for 
sale after arrival in this country instead of being sold on a firm-basis 
before shipment. 

I do not believe there has ever been one pound of Philippine coconut 
sold on a firm-basis before it was shipped from Manila. Therefore, 
the only basis on which the shippers in Manila can value their coco
nut for customs-invoice purposes is either their cost of production, 
which they know, or the basis upon which they are being financed, 
which they also know. 

The usual method for financing Philippine factories on their ship
ments of desiccated coconut is to advance to them a certain percentage 
of the probable value of the coconut for sale purposes uPon arrival 
in this country, that is, 60, 65, or 70 percent. So the firm on this end 
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that is doing the financing will not be assuming all the risks of, mar
ketrdeclines or spoilage in transit, and so on, 'when it is operating on 
that basis. 

On the other hand, all of the Ceylon coconut that is shipped to this 
country is sold before it is shipped, and the invoice value declared 
by Ceylon would, of necessity, be the sales price, including their profit. 
And in those two factors there can be a wide discrepancy. 

Secondly, there is a di1ference in value between the short cut or 
macaroon cut and the medium-shred cut, which comprises 75 percent of 
the total value, and the thread and chip cuts, of 2 cents a pound. 

I estimate that 90 percent of the Ceylon coconut that has entered 
tho American market in the past 10 years has been of the more valuable 
cuts. 

The Ceylon coconut, being slightly superior in oil content to the 
Philippine coconut, makes a better long-thread cut and a better chip 
cut. 

Ceylon has retained a certain portion of the small market which 
exists for those cuts, and their sales price of those cuts, based upon 
our market at this end, would run 2 cents a pound higher than the 
value of the Philippine average factory production, which would con
sist of about 85 percent of the cuts of the smaller sizes. 

The third factor is due to the fact that Ceylon would only sell any 
appreciable quantity of desiccated coconut from even the cuts as to 
which they have a claimed superiority in quality, to this country in 
those few instances during the course of any year when their costs 
happened to be considerably below their normal parity. For instance, 
in January of this year, owing to an acute shortage of coconuts in the 
Philippine Islands, the cost of production in the Philippines ran 5 
cents a pound above the cost of production in Ceylon. And that was 
an opportune time for any Ceylon exporter to sell 50,000 or 100,000 
pounds for shipment to this country. 

On the other hand; during the period when Ceylon coconut was 
comparatively higher in comparison with the Philippines, no business 
at all would be transacted. 

So the figures shown in the Department of Commerce book for the 
Philippines will tend to be considerably lower than the actual market 
value at the time and place of shipment, if worked back from the 
standpoint of a New York market less shipping charges, while the 
figures from Ceylon would tend to be on the other basis. 

The fact remains that the Philippine Islands have never sold 
any co!)onut in the world market. I know of about $2,000 worth of 
Philippine coconut that was sold to Cuba during a period of dis
crepancy in costs when Ceylon went way up in price for a 30-day 
period. There have been no shipments of Philippine coconut to 
Europe because they cannot compete with the Ceylon product. Yet 
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the Philippine coconut manufacturers during the past 10 years have 
continuously had the capacity to produce probably 75 percent more 
desiccated coconut tlian they have shipped to this market, and the 
industry consumes far less than 10 percent of the total coconuts 
which would be available for desiccating purposes if the factories 
could find other markets outside of the United States to which to 
ship their product. 

That is all I have to say at this time, Mr. Chairman. 
Mr. RoMERO. Mr. Brown, you state in your brief, or in your 

statement, that the existence of a desiccated-coconut industry is due 
wholly to the protection that is given to this industry, and you 
attribute that to the size of coconuts, the higher labor costs, and the 
cost of transportation. It seems to me that these factors also enter 
into copra. I mean Philippine copra competes with Ceylon copra: 
in the world market. How do you explain the difference ~ 

Mr. BROWN. Labor is much more of a factor in the production 
of desiccated coconut than it is in the production of copra. 

Mr. ROMERO. Considerable labor is also involved in the prepara
tion of coconuts W 

Mr. BROWN. Yes; it is. And when you are dealing with copra 
you are dealing with a semimanufactured product. I would estimate 
on a pound basis that the cost of producing desiccated coconut, 
where your nuts must be opened, the skin entirely removed, the 
product then put through kilns, dried and packed, is probably five . 
times the cost per pound of producing copra. 

So a higher labor cost in the Philippine Islands would be bound 
to raIse the cost of producing desiccated coconut in the Philippine 
Islands, and considerably more in comparison with our Ceylon cost 
of producing copra. 

Mr. ROMERO. You mean to say that there is much more labor in 
producing desiccated coconut ¥ 

Mr. BROWN. Well, the labor involved in <making and packing 
desiccated coconut runs well over 1 cent a pound. I have no figures 
on copra, Mr. Romero, but from general knowledge of the conditions 
I believe it is about one fourth of that. 

Mr. ROMERO. Sometimes when the price of copra is low the own
ers of the coconut trees turn over one half of their coconuts to those 
who prepare the copra, which would give an indication of the 
amount of labor involved. The owner of the coconut trees turns 
over coconuts to the laborers, and the laborers get one half of the 
copra. 

Mr. BROWN. One half of the copra price. 
Mr. ROMERO. Which shows that there is considerable labor 

involved. 
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Mr. BROWN. I have always been under the impression that the 
Philippine Islands shipped as much copra as the United States mar
ket would take, and the balance which they had they were required 
to sell on the world market for whatever they could get for it, and 
the lower price they obtained there simply meant that the dillerence 
came out of the pockets of the coconut-plantation owner. I have 
been under the impression that a lot of the copra is produced on the 
plantations which raise the coconuts, and when the coconut crop 
matures, those coconuts are opened and sun-dried and sold at the 
best possible price. If they netted 1 cent a pound, that was that; 
but, on the other hand, if they could be sold for 5 cents a pound 
the planter was that much better 06. But nothing they could do 
could prevent the coconut trees from maturing, and they would 
ma'rket the production in the form of. copra or sell to desiccators. 
But when we come to the manufacture of desiccated coconut we have 
an entirely different proposition. 

Those of us engaged in the manufacture of desiccated coconut have 
tha privilege of going out and buying coconuts-provided we can 
do so-and selling the finished product at a. profit. And if we can
not do that we simply do not buy them. And, so far as we are 
concerned, they would remain on the trees. However, so far as the 
owner is concerned, he would tum them into copra, and if he could 
not get 3 cents a pound for them in the American market he would 
sell them for 1 cent a pound on the world market and suffer his 
loss. But if his loss became too great he would probably leave the 
coconuts on the trees and not even harvest them. 

So we have seen the selling price of the whole coconuts in the 
Philippine Islands go down during the time when the American 
market, which was a protected market, could not absorb any more 
products. We have seen that pri~ drop to the point where it would 
not even pay the. coconut-plantation owner to have those coconuts 
picked from the trees; they just remained on the trees. 

Mr. RoMERO. Of course, there are many factors that enter into the 
price of copra. You mentioned the fact that at one time the price 
of copra was so low that it did not pay the coconut-owners. 

Mr. BROWN. I think in 1932 it was down to about that basis. 
Mr. RoMERO. The price of copra is higher than the average at the 

present time' 
Mr. BROWN. Yes, Sir. I have always considered those movements 

temporary movements. No industry can continue to exist unless it 
can compete with the corresponding industry of other countries with 
which' it is in competition. On the other hand, granting the fact 
that an investment has been made in a Philippine coconut plantation 
and seven years ago the treeS were planted and have been cultivated 
and the yield is now' coming in, the crop can be marketed so long as 
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the plantation-owner gets enough out of it to pay for the additional 
cost of picking them. If over a period of time he cannot compete 
with Ceylon, he will simply turn his plantation into rice, or sugar, or 
something else. 

Those movements take place, that is, they swing from one com
modity to another, in the oriental countries; but you only see the 
effects of them 7 or 8 years after the market factors influenced the 
abandonment of plantations or additional plantings. 

Mr. WAllING'; In the course of your remarks, Mr. Brown, and also 
in your brief, you mentioned the fact that the size and character of 
the Ceylon coconuts gave the producer an advantage in connection 
with the production of desiccated coconut. 

Mr. BROWN. Yes, Sir. 
Mr. WAllING. It has occu~red to me that in as much as Ceylon 

copra on the world market is considerably higher priced than the 
Philippine copra, the cost of those nuts in Ceylon might be higher 
than the cost of the nuts in the Philippines, in which case the advan
tage of the Ceylon nuts would be, in part, offset by a higher price. 
I wonder if that is true 9 

Mr. BROWN. It is true to a minor extent, Mr. Waring. The manu
facturer of desiccated coconut, because of the cost of opening and 
paring, must choose the large, perfect nuts. The factory in Ceylon 
can contract. for the output of an entire plantation and can use ap
proximately 100 percent of the nuts on the plantation, that is, the 
factory can use them for desiccating purposes because they are large 
enough, and after the labor of paring and opening you have a good 
yield per 1,000 nuts opened. 

But the manufacturer of desiccated coconut in the Philippine 
Islands cannot use plantation-run nuts because they do not grow large 
enough on the average. So, he must pay a premium to the grower 
to sort out the large nuts for use in the factories. The plantation
owner must then sell his smaller nuts, that is, those which cannot be 
used for desiccating purposes, to the oil mill or to be made into copra. 

The same thing is true with respect to the nuts from the West 
Indies. 

In buying nuts for sweetening purposes in this country the usual 
contract provides that those nuts must weigh more than 1% pounds. 
And even if they could buy smaller nuts for 30 or 40 percent discount 
it would not pay to use them for desiccating purposes. That is the 
advantage that Ceylonhas in this respect. 

As to the other matter you mentioned, about the Ceylon copra 
being at a. premium, that is due, as I understand it, to the· smaller 
percentage of free fatty acid of the Ceylon coconuts. 

It is conceivable that if the Philippine industry were. on a high
wage basis and could not market its coconuts in the form of oil or 
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copra in competition with Ceylon because of the claimed superiority 
of the Ceylon oil or copra, as long as the production of coconuts 
continued at the present rate we would be able to buy coconuts for 
desiccating purposes in the Philippines at a price 20 or 30 percent 
below what we could buy them for in Ceylon; and that would come 
out of the pocket of the Philippine plantation-owner. 

And, in the end, when the situation got too bad, he would find that 
it would be better to abandon his coconut groves and substitute 
tobacco, or rice, or whatever else he could find a world market for. 
And then the nut supply would gradually dwindle. 

Mr. W AlUNO. The Philippines produce a surplus which they must 
market in the world markets, but they get lower prices for their 
copra than do the Ceylon producers of copra, for the reasons which 
you have mentioned and also, I think, because the Ceylon copra is 
better graded and dried. 

Mr. BROWN. Is it not probable that the reason they are able to 
market their surplus on a world-wide basis is due to the fact that they 
get a sufficient premium from the American market' 

Mr. W ARINO. They get no premium. 
Mr. BROWN. Owing to the processing tax' 
Mr. W ARINo. I think I am correct in saying that the American 

purchasers buy copra in the Philippines at world prices. 
Mr. BROWN. But the fact remains that, so far as the desiccating 

industry is concerned, the Philippines have never been able to sell a 
pound of coconut to Europe, in spite of the fact that it has been es
tablished for 15 years and in spite of the fact that the European market 
is about 200 percent greater in volume than the American market. 

Mr. W AlUNO. That might be explained, might it not, Mr. Brown, 
in part by the fact that the desiccators in the Philippines do get 
a price premium in the United States and, therefore, find it more 
profitable to market their desiccated coconut in the United States! 

Mr. BROWN. That might be reasonable to assume if it were not 
for the fact that the plant capacity of the present plants in the 
Philippines is about 50 percent greater than the output of the last 
10 years; also were it not for the additional fact that an investment 
of $10,000 extra-which is very small as compared with our initial 
investment, which runs $250,000-would make p0l:j,Sible increasing 
the capacity of our plant an additional 50 percent. There is no 
limit to the production capacity of any coconut plant in the Philip
pine Islands save the ability to market the product at a. profit. The 
coconuts are there, and the desiccated industry takes less than- 10 
percent of the total coconut-production. They could easily take 20 
percent without affecting the competitive situation there. 

Uranted that we produce in our factories 12,000,000 pounds a. year, 
and assuming we could make a quarter of a cent more by shipping 

82709--38-voL 2---6 
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that production to the American market; yet if we can make any' 
profit at all by producing an additional 12,000,000 pounds and selling 
it to Europe we would appropriate the necessary $10,000 to increase 
our capacity, and we would start in. 

Mr. ROXAS. Mr. Brown, does the price of desiccated coconut de
pend just upon the price of the nuts ¥ 

Mr. BROWN. The price depends '!lpon the price in Ceylon, you ask, 
do you? _ 

Mr. ROXAB. No; but does the price in the Philippines for desic
cated coconut fluctuate in proportion as the price of raw coconuts 
fluctuates¥ 

Mr. BROWN. Yes, Sir. The price of Philippine coconut follows the 
cost of production. And starting with a price of approximately 18 
cents a pound when the Philippine production first came onto the 
market in 1922, when oils and fats were high and copra was com
paratively high, it continued on down to where it got to approxi
mately 6 cents a pound in 1931. Since that time there has been a 
rising tendency,and it reached a top of around 7.5 cents last year. 
It took a sharp rise in January when the shortage of coconuts in 
the Philippine Islands raised the price to approximately 11 cents a 
pound. The present tendency is to decline in sympathy with the 
recent decline in the cost of coconuts in the Philippine Islands. 

The third factor might be merely the psychological one, whether 
the buyers thought that prices in general were going up, and there
fore' bullish on coconut, or whether they thought the prices were 
going to go down and, therefore, refrained from buying. 

Mr. RoxAS. How many men are employed in the industry in the 
Philippines' 

Mr. BROWN. I couldn't tell you that, I am sorry to say. 
Mr. RoXAS. Could you put that information into the record later ¥ 
Mr. BROWN. I have the figures so far as our labor costs are con-

cerned, that is, for our Philippine payrolls. The wages paid in 
1936 at our two plants in the Philippine Islands, which produced 
approximately 20 percent. of the total desiccated coconut shipped 
into this country, were P'208,000. 

Mr. RoXAs. And regularly you employ how many men in your 
operations' 

Mr. BROWN. bo you mean in the Philippines' 
Mr. ROXAB. Yes; in the Philippine Islands. 
Mr. BROWN. I don't know. 
Mr. ROXAB. How many men do you employ in your two plants' 
Mr. BROWN. As I say, Mr. Roxas, I don't know that; but I can 

get that information for you.-

• See poat, p. 82. 
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Mr. Rous. I would like to have that information furnished for 
the record. 

lIr. BROWN. The factory end of the coconut business in the 
Philippine Islands is in control of the local agents over there. Fig
ures on that would be available in Manila when you have your 
hearings there, that is, as to the number of people employed. 

Mr. Rous. What proportion of the desiccated-coconut industry 
in the Philippines is American owned, 

Mr. BROWN. Do you mean the interests back of it! 
lIr. Rous. I mean the American capital. 
Mr. BROWN. I know of only one company which is an American 

company as such, that is, one corporation which is an American cor
poration as such, and that is the Philippine Desiccated Coconut 
Company who, in tum, is owned by the Blue Bar Coconut Company. 

Mr. RoXAS. And is that American! 
Mr. BROWN. That would not be an American corporation. The 

company in which we 'are shareholders is not American. It is a 
lfanila corporation. I believe I am correct in saying that Baker & 
Baker is a Philippine corporation. So the only one I would say 
that I am in doubt about as to the corporate set-up is the Calamba 
Sugar Estates. I think that is entirely American. The rest of 
them-the Red V Coconut Products, for instance-is a Manila cor
poration. The Philippine Desiccated Coconut Company is an 
American corporation and is owned by Blue Bar Coconut. Frank
lin Baker is a Filipino.' Chua Lamco is a Philippine company, and 
Furukawa is a Philippine company. There is a chance that there is 
a Japanese interest there in the Philippines. 

Mr. RoXAS. Is the machinery that the plants employ American 
machinery' 

Mr. BROWN. Yes. Our investment in plant, machinery, and equip
ment cost 244,440 pesos. Our investment in buildings, roads, and 
fences, which adds to it, is 229,189 pesos, making a totd investment 
there of something like 473,000 pesos. 

Mr. Rous. And you produce 20 percent of the total, do you, Mr. 
Brown' 

Mr. BROWN. We produce 20 percent of the total. 
Mr. Rous. In other words, the industry represents an investment 

of approximately 2,500,000 pesos' 
Mr. BROWN. Yes; that is right. And we have our investment. there 

depreciated by 200,000 pesos only. So our present book value today 
stands. at more than 280,000 pesos. 

Mr. Rous. Mr. Brown, you say that the industry could not exist 
unless a large proportion of the present protection were retained! 

Mr. BROWN. Yes, Sir. . 
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Mr. ROXAB. Qould you support the payment of the export taxes 
provided in the Independence Act of 5 percent and the American 
duty in the sixth year of the Commonwealth, up to 25 percent' 

Mr. BROWN.' In my opinion, the industry could exist on and after 
the tenth year at 25 percent of the Ceylon rate. I believe 2.5-cents-a
pound protection would be enough to enable the industry to live. 

The consumer in this country would probably suffer a little and the 
producer of coconuts and the labor in the Philippine Islands would 
probably suffer a little. 

Mr. ROXAB. In, other words, the industry would not absolutely 
disappear' 

Mr. BROWN. In my opinion, the industry would not die if it had 
somewhere between 2.5 cents and 3.5 cents tariff protection. 

Mr. ROXAB. Could you exist beyond that' 
Mr. BROWN. That would depend. Whether it could exist on any

thing less than that would depend upon the reduction in price of 
labor and coconuts. Naturally, if we could buy coconuts in the 
Philippine Islands for 50 percent of the price that Ceylon manufac
turers had to pay for their coconuts, anything could happen. But 
that condition, owing to the fact that Ceylon's costs are so low, would, 
in my belief, be temporary only and for the space of a few years. 
The coconuts in the Philippine Islands would come into bearing 
and would be harvested and the planter would. get whatever price he 
could get for them, but after a few years there would be no coconuts 
being sold at bankrupt prices, so to speak, and the industry would 
have to die. 

Mr. ROXAB. But the coconut industry in the Philippines, being on a 
world basis now, and becoming increasingly so, you could not expect 
to buy coconuts in the Philippines at a lower price than you could 
buy coconuts in Ceylon' 

Mr. BROWN. Wouldn't the Philippines be forced to have lower 
prices than Ceylon, in view of the higher premium that is paid in 
the world market for Ceylon copra and Ceylon coconut oil' 

Mr. ROXAB. Not any more than today. 
Mr. BROWN. There is one other factor that I have not yet men

tioned which also affects the cost of production of desiccated coconut 
in the Philippines, and that is the freight cost from the factories, 
which must be located near the source of the nuts, to tidewater, as 
compared with the cost of shipping from the Ceylon factories to 
tidewater. 

According to our London friends, Ceylon has an advantage there 
of more than a quarter of a cent a pound on local freight costs. And 
it would be possible to equalize these conditions only in case it was 
possible to raise more coconuts around Manila instead of having 
the production take place so far in the interior. 
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Mr. WARING. Then you estimate that the cost of tra!lSportation 
from the factory to tidewater in the Philippines gives the Ceylon 
producer an advantage of about a quarter of a cent' 

Mr. BROWN. Yes, Sir. 
Mr. WARING. About a quarter of a cent a pound' 
Mr. BROWN. A quarter of a cent is an estimate only. But 1 know 

that there is an advantage. I do know that. From the fact that a 
coconut weighing a pound and a half produces a half pound of 
desiccated coconut, you can realize why it is necessary that the desic
cating operation be placed near the plantations where the nuts are 
grown. 

We put up our second factory two years ago in the Philippine 
Islands approximately 80 miles from our first factory and we doubled 
our investment there merely to save the cost of trucking the nuts 
that additional 30 miles. Coconuts are so bulky that costs of local 
transportation are very heavy. 

Mr. JACOBS. Are there any questions' 
Mr. RoBBINs. Do you assume that the difference in labor costs be

tween Ceylon and the Philippine Islands is in proportion to the wage 
rates which you mentioned' 

Mr. BROWN. Yes; I believe it is. The major portion of the cost 
of producing desiccated coconut is unskilled labor. 

Mr. ROBBINS. There is no difference in productivity, is there' 
Mr. BROWN. Not so far as I know. However, I would be very 

glad to get further information on that matter. I see no reason why 
there should be any difference in productivity in view of the fact 
that the main operation is unskilled manual labor, and there is not 
much reason for there being any greater productivity per ms.n in 
that class of labor in the Philippine Islands than there is in Ceylon, 
assuming that there is proper supervision, which is always done by 
skilled men. I know that our cost of production per pound in the 
Philippine Islands at the present time is approximately the same 
percentage over the cost of production in Ceylon as the difference in 
wage scales. 

Mr. JACOBS. Are there any other questions that any member wishes 
to ask of Mr. Brown' 

(No response.) 
We, thank you, Mr. Brown, for your appearance before the Com-' 

mittee this morning. 
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WOOD & SELICK, INO. 

36 HUDSON STREET 

NI!lW YOBK, N. Y. 

June 11, 1937 

THE JOINT PIl.EPABATOBY CoMMISSION ON PJIII:lPPINE AwAIBs, 

Room 206, U. S. Tariff Oommission, 
8th c& J!J Street8, 
Washington, D~O. 

GENTLEMEN: 
We desire to present the following preliminary statement of our views of the 

effect Philippine independence will have on the desiccated-coconut industry, in 
which we are vitally interested. 

We are shareholders in the Red V Coconut Products, Limited, of Manila who 
manufacture desiccated coconut in two factories on the Island of Luzon. The 
factories' production of about 12 million pounds per year is shipped to the 
United States and distributed here by us. We sell about 85% of the production 
to manufacturing bakers, confectioners, or jobbers who sell to that class of trade. 
We use about 15% of the production as a base for the manufacture of bulk 
sweetened coconut, in our New York City pl~t. The bulk sweetened coconut is 
later resold to cake bakers and the household trade. 

Prior to the enactment of the Tariff Act of 1922, practically all desiccated 
coconut used in this country came from Ceylon. The Tariff Act of 1922 raised 
the duty on Ceylon coconut to 3%¢ per pound. Only with the aid of this tariff 
protection was it possible for the Philippine Islands to produce and sell desic
cated coconut to the United States. The Philippine desiccated-coconut industry 
during the past fifteen years has advanced from a position of supplying zero 
quantity of the desiccated-coconut requirements of this country to a point where, 
during 1006, it supplied over 99% of the total desiccated coconut required by the 
U. S. A. The United States customs' figures for the year 1006 show as follows: 

Imports from the Philippine Islands _______________ 69, 407, 926 pounds 
Imports from CeyloJl.. _____________________________ 492, 381 pounds 
Imports from all other countries__________________ negligible 

Figures of the comparative cost of producing desiccated coconut in the Philip
pine Islands in comparison with the cost of producing desiccated coconut in 
Ceylon conclusively show that the Philippine desiccated-coconut industry could 
not compete with Ceylon for the United States business unless all or a great 
portion of the present tariff protection is continued. The necessity for this 
protection is the result of difference in size and coconut-meat yield of the 
coconuts in the two countries, lower-labor costs in Ceylon, and lower Ceylon 
cost of transportation from factories to tidewater. 

Neither desiccated coconut, which is manufactured in the Philippine Islands 
and Ceylon, nor sweetened coconut, which is manufactured in the continent of 
the United States from desiccated coconut as a base or from whole coconuts 
imported from the West Indies, ~ompetes with any other American-made 
product, as no coconuts are grown in the continent United States for manufac
turing purposes. 

We will be glad to tlle a more complete detailed statement with your Com
mittee before your hearings end in early July. 
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We also request the privilege of an oral hearing at any time which your 
Committee may set for the oral consideration of the problem which the Philip
pine desiccated-eoconut Industry must face when independence Is granted to 
the Ialancl& 

Respectfn\lyyonrs, 
WOOD '" SELICK, INa. 

EBNEsT C. BIIOWl'J 

Vice Prelidflflt 

WOOD'" SELICK, INC. 
36 HunsoN STREET 

NEW You: 

TBII lonrT PBEPAIIATOBY CoIlMISSION ON PBILIPPINII AFFAmS, 
Room e06-u. S. Tariff Oommu.ion, 
8th d: II Street" 
WaBhinlltOtl, D. O. 

GUTLII:IlEJI : 

JuZU 8, 1937. 

We refer to onr preliminary brief of lune 11th' and Olll" oral testimony at 
the hearing before your Honorable Commission on June 18th, in connection with 
the effect that Philippine independence will have on the desiccated-coconut 
Industry. 

1. H. Vavasseur " Company, Ltd., of London, who are the largest manufac
turerl of desiccated coconut In Ceylon and who are associated with DB as stock
holders In the Bed V Coconut Products, Ltd., In the Philippine Islands, have 
given us In confidence their cost of manufacturing desiccated coconut in Ceylon 
for the past eight years. We have compared these with the Red V Coconut 
Products, Ltd's. cost of manufacturing Philippine desiccated coconut for the 
same period. We converted the Ceylon costs, which were In rupee-cents, into 
American currency at the average annual exchange rate for the year in question, 
as quoted by the Chartered Bank of India, Australla and China for January 
30th, April 30th, July 30th, and October 30th, for each of the eight years. We 
have converted _ the peso cost of producing Philippine desiccated coconut Into 
American cnrrency In the par ratio of two pesos to the American dollar. 

The follOwing Is the excess cost of prodUCing Philippine desiccated coconut, 
placed on board steamer at Manila, over the cost of producing Ceylon desiccated 
coconut placed on board steamer at Colombo, for the eight years in question: 

1929 Philippine costs were 31% over Ceylon costs 
1930" .. "37%""" 
1931" .. 59% 
1932" .. 26% 
1933 .. 38% 
1934 .. 35,% " 
1935" .. 33% .. 
1936 .. 30%" " 

This shows that, on the average, it cost 36% more to produce Philippine 
desiccated coconut than Ceylon desiccated coconut during the past eight years. 

The ratio of production of the macaroon and medinm shred cuts to the thread 
and chip cuts produced by the Philippine factory, was approximately the same 
as the ratio of these cuts produced by the Ceylon factory. Freight and insnrance 

I This brief referrett. to is the letter of June II, 1937; see ante, p. 80. 
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costs on the macaroon and medium shred cuts from Manila to New York at the 
present time av\!rage pesos 2.170 per 100 lbs. net weight, equal to $1.08% per 
100 lbs., while freight and insurance rates from Colombo to New York at present 
average 2.471 rupee-cents per 100 lbs. net weight equal to $.91% per 100 lbs., 
which adds an additional 2% to Ceylon's advantage over the Philippines. 

Freight on the thread and chip cuts which are bulkier works out higher than 
the freight on the macaroon and medium shred cuts, so Ceylon's freight and in
surance savings is even greater on the thread and chip cuts than on the macaroon 
and medium shred cuts. 

We are now ~leased to furnish you the information requested by Mr. Roxas 
as to the number of men employed by the Red V Coconut Products factory 
in their two plants in the Philippine Islands (p. 172 of the proceedings [type-
written transcript]). The present number is 700. . 

At the oral hearing we mentioned that the wage scale for unskilled labor paid 
by the Ceylon desiccated-coconut industry was less than one third the rate paid 
by our Philippine plants (reference, p. 152 of the oral testimony [typewritten 
transcript]). Mr. Robbins inquired whether the di1ference in labor costs be
tween Ceylon and the Philippine Islands was in proportion to the wage rates 
mentioned, or whether the Philippine labor was more productive (reference, 
p. 177 of the oral testimony [typewritten transcript]). In order to answer this 
query, we cabled J. H. Vavasseur & Company, Ltd., of London, for the present 
comparative labor costs per 100 lbs. of finished product for Ceylon and Philippine 
desiccated coconut. We are in receipt of letter from them dated June 22nd 
giving the requested information. Labor costs of manufacturing and packing 
Ceylon desiccated coconut at the present time are only 37.4% of the cost of 
manufacturing and packing Philippine desiccated coconut per 100 lbs. This 
indicates that the labor costs of producing desiccated coconut almost exactly 
parallels the di1ference in wages paid by the desiccated-coconut industry in the 
Philippine Islands, compared with the wages paid in Ceylon, so that Philippine 
labor is not appreciably more prOductive in our industry in the Philippines than 
it is in Ceylon. 

Yours faithfully, 
WOOD & SELIOK, Inc. 

EBNEST C. BBOWN 

Vice PreBid6ll' 

Mr. JACOBS. The next person to appear this morning will be Mr. 
J. K. Evans, of the General Foods Corporation. 

STATEMENT OF MR. J. K. EVANS, VICE PRESIDENT OF 
THE GENERAL FOODS SALES COMPANY, INCORPO
RATED 

Mr. EVANS. Mr. Chairman: The remarks that I will have to make 
will be very brief and will require but a very few minutes. 

First, I would like to identify myself as representing, not the Gen
eral Food~ Corporation,· but the General Foods Sales Company, Incor
porated, which markets in the United States the products of the 

"Brief for the General Foods Corporation was med by Clarence Francis; see 
vol. III. 
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General Foods' wholly owned subsidiary, the Franklin Baker Division· 
of General Foods. So my remarks are made from the standpoint of 
one who is in constant and frequent touch with the agencies through 
which our product passes to the consumer and who learns from all 
these agencies through those channels. their attitude toward the 
perpetuation of the industry in the Philippines. 

In order to give the background from the observations expressed to 
me by those manufacturers who represent the users of the greater 
portion of our Philippine desiccated coconut as an ingredient in the 
manufacture of confections and baked goods, it is necessary to trace 
the origin of the coconut that was available to them before the creation 
of the industry in the Philippines. 

As has been brought out, at that time coconut for manufacturing 
purposes in the United States came almost wholly from Ceylon, pro
duced by a large number of individual producers. The factories 
ranged from fairly good factories down almost to the household type 
of production. 

This merchandise was assembled for export from many different 
sources, as a result of which it lacked the standard of uniformity and 
the standard of quality. 

That condition changed with the creation of the industry in the 
Philippines where, under modern methods of manufacture and Ameri
can standards of control and supervision, the Philippine Islands pro-· 
duced a standard product. The standard was no better than the best 
that came from Ceylon; but certainly the average was relatively 
higher, although far from the standards of the manufacturer who, in 
turn, had to use it as an ingredient part of his finished product. 

With some confidence on the part of the manufacturers who used 
this coconut as an ingredient product, the industry as a whole bene
fited and grew. It goes back to the old fundamental principle of 
quality. A business grows, by and large, in proportion to the quality 
of the product which it uses. 

From that point of view the principal users of Philippine desiccated 
coconut have expressed grave apprehension over anything that might 
limit to any degree the free importation of Philippine desiccated 
coconut into this country. 

In turn, it has permitted us, through the agencies of sales promo
tion, to build an appreciation in the minds of the consumers of the 
quality of the coconut presented today by the Philippine coconut. 

The other point I would like to touch upon is the fact that, unlike 
in many similar situations such as those wherein the domestic manu
facturer is apprehensive over protection being afforded a foreign 
product, the domestic manufacturer of desiccated coconut in this 
country is very eager to see the continued upbuilding of the desiccated
coconut business in this country, the reason for that being that, owing 
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to the improved quality of the product arriving from the Philippines, 
coconut in this country has a better name, the business has increased, 
and it has popularized the product. We have backed it with promo
tional effort and advertising in order to bring to the consciousness 
of the consumer the type and quality of the product now available to 
him and to give the manufacturer the confidence that he needs in order 
to go ahead with the manufacture of confections and baked goods. 

In that conp.ection I might say that I have here a letter which I 
just received from Durkee Famous Foods, Incorporated, in which 
they, as one of the principal domestic manufacturers of coconut, 
have registered their sentiments in that direction. This is their let-
ter, which is dated Elmhurst, L. I., N. Y., June 17th: . 

TBJiI GI!lNIIlBAL FOODS SALES COBPOB6.TION, 

!SO Park .4l1etWe, 
New Yo-rk, N.Y. 

Attention: Mr. J. K. Evans 
Vice President 

DEAR MB. EvANS: 
As we will be unable to attend the oral hearing in connection with Desiccated 

Cocoanut before The Joint Preparatory Committee on Philippine Mairs, we 
would appreciate it if you would express our views to the Committee. 

Durkee Famous Foods and its predecessor, The Dunham Manufacturing Com
pany, is one of the oldest and perhaps the second largest American producer of 
desiccated cocoanut in the United States. Whole cocoanuts imported from the 
West Indies are our principal raw material. 

As Philippine desiccated cocoanut and the American-produced product are 
not in competition, we would prefer to see the Philippine desiccated cocoanut 
enter this country without duty. Since the Philippine product has been intro
duced and popularized in the United States, the consumption of cocoanut has 
been increasing every year and the larger quantity of cocoanut used by the 
manufacturing trade has influenced a greater consumption, which has reslllted in 
a similar increasing consumption of the American product. 
If a duty were assessed against Philippine cocoanut, undoubtedly thl.' cost of 

this material would advance; there would be a tendency for the consumption to 
decline; and the further possibility of a decline in the consumption of the 
American-produced product. 

Yours very truly, 
P.D.HUBSH 

Balel Manager 

So I shoUld like to conclude my remarks by saying that it is the 
sentiment of the consumer, generally agreed to by our customers and 
the domestic manufacturers, that nothing should be done, and it is 
hoped that nothing will be done, to interrupt or limit the normal ex
port of Philippine coconut to this country. 

Mr. JACOBS. Are there any questions' 
Mr. DOMERATZKY. You have emphasized the point that the Philip

pine product has a reputation in this country which we have built up' 
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Mr. EVANS. Yes; that is right. 
Mr. DOlllERATLKY. Do you believe that reputation might perhaps 

help the product to obtain a market, even under a disadvantageous 
condition' 

Mr. EVANS. Commercially it would be very difficult to maintain it, 
that is, in the sense that it would be scarcely distinguishable to the 
eventual consumer, although it is known to exist. It would be very 
difficult for me to distinguish between two bottles of milk, one of which 
contained a higher percentage of cream than the other. It might bel 
very definitely inherent in one bottle 'lJe'I'8U8 the other; but it would 
be very difficult for the consumer to detect it. And by the time the 
coconut passes through as an ingredient product it is rather difficult 
for the housewife to know it. It is very definitely in the mind of the 
man who buys the coconut and puts it into his product because it gives 
him the added oonfidence. 

Mr. DOMERATLKY. Wouldn't he care enough about obtaining a re
liable Philippine product to pay just a little bit more for it' 

Mr. EVANS. We have no experience showing that that would be so 
A shade of a cent or a. fraction of a. cent in faVlOr of Ceylon would, 
in all probability, block us out as Philippine producers. 

STATEMENT OF MR. H. P. HALDT, REPRESENTING THE 
GENERAL FOODS SALES COMPANY 

Mr. HALM'. Mr. Chairman: I would like to confine my remarks 
solely to the sales possibility of coconut in this country. 

When all coconut came from Ceylon the consumption was quite 
small. Up to 192f or 1922, the greatest period we had ever had, it 
was somewhere in the neighborhood of 30,000,000 pounds of coconut. 
That is due, unfortunately, to the fact that coconut products, particu
larly candy products and bakery products, command a relatively low 
price. If coconut candies must sell for 25 cents a pound or 30 cents 
a pound to the merchandising stores, they just do not handle them. 
It is entirely out of range, and they drop the product entirely, I might 
say. I 

If we are to assume that the 3.5-cent duty will continue, which I be
lieve is the proper assumption, we will find that Philippine· coconut, 
regardless of the production costs in the Islands, will go the same way 
that Ceylon coconut went before the free importation of coconut from 
the Philippine Islands. 
If you will look at the importations you will see that today there 

is practically no coconut that comes from Ceylon. If you will look 
at our price schedules you will see that our prices since the beginning 
of the Philippine operations have run down from somewhere in the 
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neighborhood of 12 cents or 13 cents to somewhere in the neighbor
hood of 7 cents a pound, and it might be noted that that was in the 
past 4 or 5 years. 

That has made coconut particu1;arly popular with the consumer in 
this country and it has increased the sales of coconut from some
where in the neighborhood of 30,000,000.p<>unds up to 65,000,000 
pounds, and in the best year before the shipping strike that we had 
was as much as 75,000,000 pounds of coconut. 

I think that is of real importance not only to the citizens of the 
Philippines but also to the candy and baking industry in the United 
States. 

The largest coconut-consuming companies of the candy-producers 
are coconut-specialty houses. I think I ·am safe in saying that prob
ably the 10 largest manufacturers manufacture candy almost exclu
sively-not quite but almost. There would certainly be a most seri
ous disruption in the operations of the manufacturers and, in my 
epinion, they could not produce the same quantity of coconut candy 
that they do today if Philippine coconut carried a 3.5-cent duty. 

In addition to that phase of it, the coconut selling in this country 
has changed very greatly since the day when the Philippine coconut 
came in. 

As Mr. Brown or Mr. Evans mentioned, Ceylon coconut has been 
largely a small-production industry. It has been shipped into this 
country on direct purchases by quite a few importers. They were 
interested solely in an immediate profit on the particular lot which 
they bought and not in what might develop in the coconut trade 10 
years from today. But since the introduction of the Philippine 
coconut that situation has changed completely. The houses that are 
manufacturing coconut in the PhHippines and selling it in this coun
try, particularly ourselves, are more interested in what is going to 
happen 5 years from today than what is happening today. And Lhat 
has been our position ever since we started. 

I am not trying to build up our company but am merely trying to 
emphasize the fact that we are interested in the consumption of coco- . 
nut in this country and not, for instance, in the profit that we are 
going to make on a shipment that is due to arrive on J tIDe 15th, or 
anything like that. 

We have made it our aim to promote the selling of coconut prod
ucts to the consumers, not only, of our own coconut but of coconut 
products, candies, and bakery products which we could not do if we 
were importing merely 50, 100, or 500 cases on some particular 
steamer. We would not be able to make the investment when it is 
problematical as to whether or not we are going to get it back. 

And there again we are helping, and helping very materially, the 
candy and bakery trades as such-not as coconut people but as bakers 



HEABINGS HELD, IN WASHINGTON 87 

and confectioners-in making it poss!ble for them to go out and do a . 
selling job on candy or bakery goods, because they know that the 
sales policy back of the largest importer is such that he wants them 
not only as his customers but as.producers to make a profit out of 
their product. 

Perhaps I am not making that very clear to you, so it might be 
worth while to go back and show how it was sold previously. In the 
old days coconut was imported by a group of importers who sold it 
immediately upon arrival of the steamer, if they could possibly do so. 
There was no such thing as protection against price-advances. Since 
the Philippine coconut came in we have taken the speculation out of 
the coconut business on the part of the candy manufacturer. We give 
him a contract which says that "the coconut will not cost you more 
than so much over a certain period", imd that enables him to go out 
and do an advertising and selling job over a period of time without 
any hesitancy as to what his material will cost him. I think that is a 
very important point as to what will happen to coconut, regardless of 
whether it is from Ceylon or from the Philippines, if this duty is 
removed. 

With respect to the finished product of the candy Ilnd bakery-goods 
manufacturer, I believe I am right in saying that there is noques
tion in the mind of anyone familiar with those products that coco
nut pieces today are of a much better quality than they were some 
years ago. And I think that is due in part to the fact that with 
Ceylon coconut it is necessary, owing to the location of Ceylon, to 
ship the goods in such a. manner that they are in the Tropics for a 
much longer period of time. Practically all Philippine coconut is 
shipped direct across the Pacific. It is in the Tropics for only a 
very short period of time. 

During the strike period we had to do all kinds of things in order 
to get coconut here. Coconut that we shipped around the Cape of 
Good Hope, or even through the Mediterranean, came in oif-color. 
Coconut which we shipped direct to the Pacific coast, as most of it is 
shipped, even though it was tied up in the Pacific ports, was in fine 
condition. We had no coconut at all during the strike on the Pacific 
coast which was oif in color or in quality. 

When I say "oif in color", it is not merely the fact that it cannot 
b~ used for white work, but it means that there is actual deteriora
tion beginning somewhere along the line. And that has hurt the sale 
of pieces made of Ceylon coconut, which, in turn, means that the 
candy manufacturer will produce a. poorer quality of goods and will 
not sell as great a quantity. 

I know you are in a. hurry to finish this session, and I can really 
see nothing more for me to say. However, I do want to emphasize 
again that, if a. 3.5-cent duty is placed on Philippine coconut, I feel, 
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after some· 22 or 23 years in the coconut business, that not only will 
there be a cessation of production of coconut in the Philippine Islands 
but there will he a very marked reduction in the use'of coconut in the 
United States and that it will affect both capital and labor in the 
candy and bakery business. 

Mr. JACOBS. Does anyone have any questions to ask Mr. HaldU 
Mr. BENITEZ. Can you give us an idea as to what has been done 

to advertise coconut food-products in this country¥ 
Mr. lliLDT. Coconut has been advertised to the consumer through 

magazines and over the radio by us. It has been advertised exten
sively in trade papers to the candy and bakery trades and, I would 
say, constantly in that connection. 

In addition to that, and what I believe is even more important, 
there has been sales-promotion~ work done by us in col>peration with 
candy manufacturers and bakers, and so much so, in fact, that in 
some instances increased sales of coconut in merchandise stores have 
gone up from an average of $120 a week to more than seven times 
that amount. I am speaking now of a particular instance. 

The same thing is true with respect to sales which we have made 
on bakery products in bakery stores where, owing to sales ideas and 
advertising, we have made more people buy more coconut. 

And, as you are interested in the Philippine industry, I might say 
that our plans are now just getting started in that connection. We 
will go a great deal further in the next 5 years than we have in the 
past 5 years. I believe we will see the consumption of coconut at least 
doubled in the next 5 years. 

Mr. BENITEZ. Are your people organized with a national organiza
tion here' 

Mr. IlAu>T. No, Sir. We have no national organization. Each 
company does its own selling, and promotional activities are conducted 
by them. 

Mr. JACOBS. Are there any further questions' 
Mr. WARING. I want to ask Mr. Haldt with respect to the discolora

tion if in connection with desiccated coconut the movement through 
the Tropics might· not give the Philippine product a competitive 
advantage which should be worth something ¥ 

Mr. HALDT. It should, Mr. Waring. But, unfortunately, while there 
is a great quantity of quality candy and biscuits made in this country 
there is also a very large number of producers who are inclined to 
take advantage of the slightest difference in price. Those who are 
vitally interested in what they are doing are interested only in the 
better-quality goods. But the unfortunate thing about that-and we 
are trying to combat it by this promotional work-is that so many 
improperly financed people go into the candy business. It is rela
tively a cheap business to go into. You need only a kettle, & gas 
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flame, and a table. But those people will buy coconut at a quarter 
of a cent or an eighth of a cent lower, and with that lower price they 
will shade the price to the merchandiser of the finished product; and 
that puts the screws on the fellow who is making a good quality, and 
then he·has to reduce his price. And they start putting cereal flakes 
into the product, instead of coconut. 

One of the real reasons we are interested in this promotional work 
is the fact that we picked up some 20 pieces of candy sold in the New 
York market, brought it into the office, and tried to get people to 
eat it. There were but 4 of the 20 that any of you gentlemen would 
eat. That was due entirely to the fact that somebody was able to save 
an eighth of a cent or a quarter of a cent by chiseling on some one of 
the products that went into it. That.has the effect of reducing the 
consumption of the product, whatever it happens to be and what in 
this case was coconut. . 

We are spending quite a little money to improve the entire business. 
It is not just coconut, but we are trying to get a formula for a better 
coconut so that people who go in to buy bonbons, for example, will 
be more likely to go back within the next few days in order to get 
more. If cheap coconut or off-color coconut is used these same people 
may say, "I like coconut, but the last I bought was a little rancid, so 
I will wait a while before getting any more." 

That is a problem of vital interest to the Philippines themselves. 
Mr. JAOOBS. The next person to appear before the Committee will 

be Mr. Jose Tiosejo, representing the Cooperative Products Com-
pany, Ltd., of the Philippines. . 

Mr. TIOSEJo. Our company is not prepared· to make a statement 
at this time, so I wonder if the Committee will grant us the privi
lege of making our statement when the hearings are held in the 
Philippines t ' 

Mr. JAOOBS. You wish to appear and make your statement in the 
Philippines rather than here at this time' 

Mr. TIOSEJo. Yes; if necessary, although I think almost everything 
was covered in the statements of the gentlemen who just spoke. 

Mr. JAOOBS. But you still wish to have the opportunity to appear in 
the Philippines' 

Mr. TIOSEJo. Yes; if possible. 
Mr. JAOOBS. I understand that Mr. P. D. Hursh, of Duikee Famous 

Foods, Inc., and Mr. B. V. Corcoran, of the Philippine Desiccated 
Coconut Corporation, are not present. 

Mr. BROWN: Neither the Stein Hall Manufacturing Company's rep
resentative nor Mr. Corcoran was able to be present, but I have filed 
communications expressing the position of those companies.1I 

• See vol. IU for brief. 
• See ante, pp. 68 and 84. 
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Mr. JACO~8. Are there any other persons who wish to appear today! 
If we do not have the time to hear everyone this morning we will ar
range to hear them this afternoon' 

If there is no one else who wishes to appear at this time we will 
adjourn until Tuesday morning, June 22d, at 10 o'clock' 

(Thereupon, at 12: 40 o'clock p.m., an adjournment was taken until 
Tuesday, June 22, 1937, at 10 o'clock a.m.) 



PROCEEDINGS OF JUNE .22, 1937 

HEARING ROOM, U.S. TABIFF CoMHISBION, 
WASHINGTON, D. C., 

T'/.U38day, J'1J1T!6 ee,1937. 

The hearing before the Joint Preparatory Committee on Philippine 
Affairs was resumed at 10 o'clock a.m. 

Pre8ent: 
The Honorable FRANCIS B. SATHE, Acting Ohairman,
Mr. JOSEPH E. JACOBS, Vice Ohairman,' 
The Honorable JosE Ymo, Vice Ohairman,' 
Mr. CoNJW)() BENITEZ; 
Mr. Loms DOMEBATZKY; 
Mr. LYNN R. EDMINSTER; 

Mr. JOAQUIN M. ELIZALDE; 
Colonel DONALD C. McDONALD; 
The Honorable QUINTIN PAREDES; 
Mr. CARL B. RoBBINS; 
The Honorable JosE E. RoMERO; 
The Honorable MANUEL RoXAS; and 
Mr. FRANK A. WARING. 

Acting Chairman SAYBl!l. The Committee will proceed to hear from 
Dr. C. T. Murchison, who will speak on behalf of the Cotton Textile 
Institute. 

STATEMENT OF DR. C. T. MURCHISON, ON BEHALF OF 
THE COTTON TEXTILE INSTITUTE 

Dr. MURCHISON. Mr. Chairman and Gentlemen of the Committee: 
In appearing for the Cotton Textile Institute I wish to present the 
views of the cotton-textile industry as a whole. Following me will 
appear Mr. Frank Hillery of the Cotton Textile Export Association, 
who wishes to go on record on behalf of the export group of the 
industry. 

We have filed already with this Committee a brief written state
ment 1 setting forth the present statistical situation as regards our trade 

• See voL ilL 
82709-8S-vol. 2--'1 91 
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with the Philippines and presenting our views as to a possible solution 
of the difficulty with which we are faced. 

Of course, the members of the Committee are well aware of the 
great decline that has taken place in cotton-goods exports 1;0 the Phil
ippine Islands. Within the period of the last 3 or 4 years we have lost 
the bulk of our exports to the Islands. In 1936 the volume was, 
roughly, only about one third of what it customarily was during the 
period of some 15 years prior to 1934. 

At one time we enjoyed a textile business with the Philippines 
which represented about three fourths of the total Philippine im
ports of cotton goods. In terms of yards \t was somewhere around 
70,000,000 to 75,000,000 yards a year; and, of course, from the stand
point of the American textile industry that was a very important 
outlet. So we have at stake here a volume of business which is 
genuinely important~ to the cotton-textile industry of the United 
States, and especially so at this time because of the great loss" of 
export business in other foreign markets. 

In 1935, recognizing the development of the situation which I have 
just described, the State Department consummated with the J ap
anese Government I a gentleman's agreement which at the time 
appeared to go a long way toward the solution of the problem with 
which we are faced, because our loss of business in the Philippines 
has been due chiefly to the inroads of Japanese cotton goods in the 
Islands. The gentleman's agreement arrived at in 1935 with the 
Japanese Government contemplated the "maintenance of something" 
like 45,000,000 yards for the American textile industry and definitely 
allocated to the Japanese industry about 45,000,000 yards. It was 
assumed that would be approximately a 50-50 division of the busines§, 
because statistical evidence was to the effect that the normal Philippine 
consumption of imported cotton textiles would be from 90,000,000 
to 100,000,000 yards a year. 

That particular agreement, however, for reasons which could not 
have been foreseen at the time, failed to meet the intended purpose, 
except in part. 

As we all know, following closely upon the heels of that agreement 
transhipment of textile goods from Hong Kong assumed new pro
portions and grew rapidly into a very large percentage of the total 
business. 

In addition to the Hong Kong transhipments, a greatly increased 
volume of cotton goods from China began to find its way into the 
Philippines; and, in addition to all that, greatly increased imports 
of rayon goods into the Philippines from Japan, which were com-

• See annex 1 to these proceedings, posf, p. 128. 
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petitive with cotton goods, served still further to diminish our 
market opportunities in the Philippines. 

So at the present time the American industry, regardless of this 
agreement, has a prospective market of between 20,000,000 and 25,-
000,000 yards of' goods in the Philippines, with no assurance that 
even that volume can be sustained during the next few years. 

Of course, it is entirely possible-perhaps you might even say 
probable-that a renewal of the agreement with Japan can be ef
fected, in which case we may confidently expect the retention of some 
portion of. the Philippine market, but probably at a continually 
diminishing figure because of the transhipments from Hong Kong, 
the direct shipments from China, the growing volume of rayon 
imports, and other factors in the situation. 

So if we are to preserve permanently and confidently our place in 
the Philippine market which is so important to us and which I feel 
is also important to the Philippines for reasons which I shall try to 
develop in just II moment, it seems that a new approach will have 
to be resorted to. 

I recognize, and' all the members of our industry recognize, the 
great difficulties involved here. We are familiar with the foreign
trade policy of the United States Government and are not unsym
pathetic with that policy. Quite the contrary. And we realize from 
the standpoint of the public interest the disadvantage of the bilat
eral type of treaty. We recognize the importance of maintaining the 

• most-favored-nation principle and, in general, our ability to lower 
trade barriers rather than raise them. 

And yet with due respect and with due allowance for those fea
tures of our foreign-trade policy, which we consider sound, we still 
feel that without a substantial violation of those principles a solution 
may be found. 

Therefore, our first recommendation is-and I wish to present 
here two alternatives-that the Philippine Government be given 
greater power in the exercise ot tariffs or quotas-perhaps a com
bination of both, or whichever may seem the more desirable-with 
the view primarily of preserving the important trade of the United 
States in what might be regarded as its normal proportions. 
If we regard the Philippine situation as one in which the interest 

of the Philippines is just as important as our own interest, I think 
we will have no difficulty in recognizing the merit of this proposal. 

I think it goes without saying that imports from the Philippines 
into the United States are an important part of the problem. We 
recogniZe fully that American agricultural interests are concerned 
over the Philippine sugar quota and would naturally take the posi
tion that if that quota is maintained there must be thorough justi-
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fication for it; and the same may be said of the 'coconut-oil situation. 
And if we are to convince the American public and the American 
Congress that the imports of these Philippine products on a.. basis 
of special concession are to continue, we must naturally expect con
tinued maintenance of the Philippine market for American exports .. 
I hardly see how we can expect the one contingency without the . 
other, necessarily. . . 

Therefore, if the Philippine policy can be sufficiently flexible to 
assure the preservation of the Philippine market to the normal Ameri
can imports, at the same time it would seem fair and reasonable that 
the American Government should assure what might be regarded as 
a continuance of normal Philippine activities so far as the United 
States market is concerned. 

As an industry we are trying to view this problem in its entirety 
and we recognize without question that the import side must be con
sidered in connection with the export side, and vice. versa. 

Looking at it from the standpoint of American trade it might be 
desirable to meet the problem by an enlargement of the tariff powers
perhaps putting it more broadly, an enlargement of the trade-regula
tion powers of the Philippine Government. 

The alternative proposition is one which appeals to me even more, 
at least, from the standpoint of satisfactory trade arrangements. 
Whether the legal questions involved can be handled without great 
difficulty I cannot speak with so much assurance. 

A reciprocal trade agreement with the Philippines which is analo-. 
gous in principle and in pattern to the reciprocal trade agreement 
which we had with Cuba, is desirable, as was recognized by ourselves 
and by Cuba; and I think it was recognized by the rest of the world 
that we were dealing with a special situation concerning that par
ticular country. Therefore, in the trade agreement with Cuba there is 
no provision for generalization of concessions. 

A trade agreement with the Philippines which did carry the most
favored-nation principle, of course, would not accomplish the desired 
purpose, because whatever concessions we received would also be gen
eralized to other countries and the position of Japan with respect to 
ourselves would not be changed. But if we can, as I think we properly 
can in view of our long, close, and extremely intimate economic, social, 
and political relationships with the Philippines for a period of years, 
as a logical outcome of that, regard it as a special situation which 
warrants a trade agreement analogous to that entered into with Cuba, 
then we can solve our trade problems with the Philippines, and I 
believe in such a way as not to constitute a violation of the funda
mental principles of our foreign-trade policy, and also in such a way 
as not to constitute a discrimination againit other countries, and cer
tainly in such a way as to make for progressive enlargement of the 
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trade between the two countries to the great advantage of both the 
Philippines and the United States. 

I think it more than likely that such a trade agreement, by authoriz
ing the Philippine Governmellt to use a. quota system or an adjust
ment of the present tari1f rates or change in classifications, would 
accomplish the degree of protection that we wish. 

But here I am using the word "we", not with particular reference to 
our own industry alone but with respect to all American industries 
interested in exports to the Phili.ppines. Whatever adjustments !night 
be made as the result of that treaty !night be aimed directly toward 
meeting the market requirements of particular commodities and so· 
not necessarily change the entire range of trade relationships between 
the Philippines and other countries. 

Mr. Chairman, I believe that concludes· my statements and my 
recommendations, which certainly are made in all sympathy with the 
government policy and with full recognition of the unknown elements 
which appear in this problem, unknown from the American side as well 
as from the Philippine side. However, I make them with the greatest 
of faith and confidence that if government policy can be adjusted to 
accept one or the other of these particular proposals the resulting 
outcome econo!nically would certainly be advantageous to both 
countries. 

Acting Chairman SUlIE. Is there any member of the Committee 
who would like to ask any questions of Dr. Murchison ¥ 

Mr. DOHERATZKY. Dr. Murchison, you spoke of enlarging the tari1I 
powers of the Philippine Governmllnt' What do you mean by that @ 

Dr. MURCHISON. By that I mean giving the governmental approval, 
at least in part if not in whole, to the recent legislative action of the 
Philippine Congress bearing upon this particular matter or some 
equivalent action. 

Mr. DOHERATZKY. Then, it is a question of the United States Gov
ernment's approving the action of the Philippine Government in con
nection with the tari1f, rather than enlarging the powers of the Philip
pine Government ¥ 

Dr. MURCHISON. Yes, Sir; that is right. 
Mr. WARING. Mr. Chairman, there are several questions that I would 

like to ask Dr. Murchison. 
Acting Chairman SAYRE. Then will you please proceed, Mr. War

ing, with your questions' 
Mr. WARING. Dr. Murchison, you mentioned as one of the reasons 

why the Japanese agreement was not as successful as originally con
templated, the fact that increased quantities of rayon had come in 
from Japan in competition: with American cotton cloth! 

Dr. MuncmsoN. Yes, Sir. 
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Mr. W ARlNG. As I understandJt, the prices at which the Japanese 
have been able rosell rayon the last two years have declined materially .. 

Dr. Muncmso~. Yes, Sir. 
Mr. WARING. And that under those circumstances it seems probable 

to me that increased quantities otrayon would have found their way 
into the Philippme market had there .been no agreement, because of 
the price reductions. I wonder if you would agree that the increased 
shipments of rayon cannot be blamed entirely upon the gentleman's 
agreement¥ 

Dr. MunCWSON. In part, yes, Sir; because the Japanese rayon goods, 
although highly competitive with American cotton goods, are not 
nearly so competitive with Japanese cotton goods, and those rayon 
imports have not affected adversely in any way the Japanese cotton
textile trade but they have affected adversely our own Cotton-textile 
trade because of the price differential. 

Mr. WARING. My point is that they probably would have affected 
it in any case because of the decline in prices. 

Dr. MunCHISON. To be sure, that probability is present. 
Mr. WARING. Now, another question. You mentioned that there is 

a possibility of the renewal of the Japanese agreement, in which case 
you feel that there is a probability that the United States would retain 
some of its market. I judge from your wording that you consider the 
agreement, despite its deficiencies, has been somewhat beneficial. Is 
that true' 

Dr. MunCHISON. Yes; I think so, because without the gentleman's 
agreement it is entirely probable that we would have lost the entire 
business, or practically all of it. 

Mr. WARING. You mentioned the fact that you thought that the 
administration of this Government's foreign-trade policy is sound 
with regard to the most-favored-nation principle; yet, if I understood 
you correctly, Dr. Murchison, you were advocating a permanent prefer
ential relationship between the United States and the Philippines. 

Dr. MunCmsoN. Yes, Sir. I think any general rule-at least in 
most cases-is subject to specific exceptions; and in this particular 
case I am looking at the matter not only from the standpoint of the 
American cotton-textile industry but from the standpoint of our entire 
trade with the Philippines and the economic welfare of the Philippine 
Islands. I believe it goes without saying that the loss of the Philip
pine market to American export goods will mean the total loss of 
interest on the part of the United States in the Philippines, certainly 
with independence looming up, so the Philippines will no longer have 
a friend in the United States; and if my own judgment of tp.e trend 
of things is correct, it is my belief that it would be only a compara
tively short time when our special concessions with respect to such 
treatment as to sugar and coconut oil would disappear. 
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Mr. WARING. I think it is obvious tpat would occur as in~ependence 
became a fact. 

Dr. MURCHISON. In which case the great bulk of the Philippine 
trade would have to be completely adjusted. And one wpnders where 
she would find export markets. Alld I think it would be fair to 
anticipate that the Philippine Islands would be thtbwn back into a 
state of impoverishment and economic paralysis. 

These things tie in together pretty definitely. And the special 
reasons for exceptional treatment in this case I believe are sufficiently 
important to justify the waiving of a general rule, particularly when 
the waiving of a general rule does not affect ~riously our trade rela
tions with the rest of the world. 

Mr. WARING. That is an assumption, is it not, that it will not 
seriously affect them , 

Dr. MURCHISON. I believe it is an assumption in accordance with 
the facts. The present picture would not be disturbed seriously or 
would not be disturbed substantially by the adoption of such a 
course. 

Mr. WARING. You mentioned the possibility of giving the Philip
pines the power to increase their tariff rates' 

Dr. MURCHISON. Yes, Sir. 
Mr. WARING. If that were done it would have the effect of raising 

the cost of cotton cloth to the Philippine consumer, would it not ¥ 
Dr. MURCHISON. Yes; on certain classifications. And that ar

gument is one which gives difficulty to a great many people. How
ever, I think the argument can be more than met. 

In this particular case the higher price which the Philippines would 
pay for cotton cloth would be more than offset by the increased 
income which they would have as a.result of their export trade to 
the United States. If that export trade with the United States and 
the additional prices they pay for American goods can be maintained, 
it would be more than offset by the arrangement. 

Mr. RoXAS. Dr. Murchison, will you please tell us how important 
are your textile exports to the Philippine Islands in relation to those 
of the whole industry' 

Dr. MURCHISON. In relation to the whole industry percentually it 
is not large; that is quite true. But, as it works out, the Philippine 
business is pretty well concentrated within the industry, and from 
the standpoint of the interested units it is a. very important business. 

Mr. ROXAS. If the whole textile market in the Philippines were 
to be supplied exclusively by the United States, how important would 
that trade be with regard to raw cotton! How many bales of cotton, 
would you say' 

Dr. MURCHlsoN. On the basis of 100,000,000 pounds' It is roughly 
5 yards to a pound, and 500 pounds to the bale, would be 2,500 yards. 
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Divide 2,500 yards into the 100,000,000 and you have the rough figure 
there. '. 

Mr. ROXAS. About 5,000,000 bales' 
Dr. MURCHISON. If some of you gentlemen who have a pencil will 

make that calculation we will have it. 
Mr. DOMERA'l"LKy. Divide 2,500 into what' 
Dr. MURomsoN. Divide 2,500 into 100,000,000. I think that will be 

about 40,000 bales. 
Mr. ROXAS. What has been the purpose of the gentleman's agree

ment, and what has been the most likely effect so far as prices are 
concerned' 

Dr. MURomsoN. So far as prices in the Philippines are concerned 1 
Mr. ROXAS. Yes. 
Dr. MURcmsoN. My own surmise is that it has had a very slight 

effect in maintaining Philippine prices because the American goods, 
being only slightly more than 20 percent, or at the most let us say 
25 percent, would not have a very important influence on the price
making. So undoubtedly the result has been very slight. 

Mr. ROXAS. But if the purpose of the agreement were attained the 
result would be to grant American textiles in the Philippines a. price 
premium beyond that afforded by the tariff' Is that correct! 

Dr. MURCHISON. Assuming a quota were used instead of the tariffW 
Mr. RoXAe. Yes. 
Dr. MURcmsoN. Yes, Sir. 
Mr. ROXAS. And that would be at the expense of the Philippine 

consumer, of courseY I am just asking for facts. 
Dr. MURCHISON. Yes, Sir. However, I would not wish to use that 

term. It is rather misleading, because I think the expense as prop
erly defined in its relation to income-

Mr. ROXAS. I will amend it by saying the soundness of the plan. 
Dr. MURcmsoN. It would mean a somewhat higher price for the 

cotton goods. That is quite true. 
Mr. RoXAS. Knowing, as you do, the competitive advantages of 

Japanese textile and your own prices, could you give us an idea 
as to what would have been that price preminm in percentage if 
the agreement had worked out as planned' 

Dr. MURomsoN. Well, I can indicate that only in a general way 
by saying that Japanese goods generally may be imported into this 
country at the present time at a price of about 25 percent lower 
than the American price, and they can still pay the tariff and make 
a profit. 

Mr. RoXAs. Do you think an increase in the Philippine duty on 
textiles by that amount would safeguard the Philippine market for 
American textiles' 
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Dr. MtJllCHI80N. I am not sure that the Philippine tariff on textile 
goods is the same as our tariff in the continental United States. 

Mr. RoXAB. It is not the same. 
Dr. MtJllCHISON. That is another point that I think: should be made 

here for the record, that the tariff rates now in etroot in the Philip
pines were established, I believe, in 1909. They are almost 30 years 
old. 

Mr. RoXAS. By what percentage would you increase the Philippine 
rates in order to make them adequate protection for the American 
goods' 

Mr. COLLON. It is very difficult to say, because it would require a 
study of the Japanese and Chinese prices at any given time, pref
erably, of course, on the spot in the Philippines where such informa
tion is readily obtainable; and having the American price alongside 
of the price made by Japan and by Hong Kong, then that matter 
could be solved properly. 

Dr. MtJllCmsoN. The gentleman who has just spoken is Mr. Alexan
der Collon, of Neuss, Hesslein & Company, Inc. 

Mr. RoXAB. Would you say it would be difficult now to revise the 
Philippine tariff upward to a reasonable rate so that that increased 
rate would provide effective protection for any reasonable length of 
time, even taking into consideration the difference in price in the 
United States and in-the Philippines@ 

Mr. COLLON. It can be done overnight if we have the figures, and if 
we get down to study them. All we have to do is to get them, and 
we can decide immediately. 

Mr. RoXAB. Would you think: granting the Philippine Chief Execu
tive under certain restrictions the power to increase or decrease rates 
under a flexible tariff- Which would be the more effective ~ 

Mr. COLLON. I would say most definitely that that would be the 
quickest and the most satisfactory solution, having the figures in 
hand of the Chinese and of the Japanese. 

Mr. RoXAS. Some of the people in the Philippines claim that no 
effective protection could be given to American textiles in the Philip
pines unless the tariff were increased in general terms, let us say, 
about 250 percent. Is that correct' 

Dr. MUlICBISON. I think that is much too high a figure, Mr. Roxas. 
Mr. Rons. What would you say would be proped 
Dr. MUlICBISON. With proper changes in classification I would 

assume it would be considerably less than 100 percent. 
Wouldn't you, Mr. Collon' 
Mr. COLLON. No; I would not say that. I am just guessing; but 

if you made some changes in the classification such as have been 
worked on, I would say about 150 percent; _ ~ut I want to go on 

.. -"!'~ , 
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record as saying that without knowing today's Japanese prices anu 
Chinese prices. ' 
. Mr. RoXAS. You are informed that the Philippines two years ago 

were prepared to increase the tariff on textiles in the Islands , 
Dr. MURCHISON. Yes, Sir. 
Mr. RoXAS. Do you have any information as to why that was not 

done' 
Dr. MURCHISON. I think the answer to that que!tion could come 

appropriately only from the Government. 
Mr. ROXAS. From the Government of the United States or from the 

Government of the Philippines ¥ 
Dr. MURCHISON. Perhaps both. 
Mr. RoXAS. The Legislature was prepared to do it. 
Dr. MURcmsoN. As a private individual I would not be prepared to 

answer that question. 
Mr. RoXAS. You made reference to the fact that in your opinion a 

reciprocal trade agreement which the United States has with Cuba 
would provide effective protection to the textile industry in the Philip
pines. 

Dr. MURCIDSON. I think so. 
Mr. RoXAS. After the free-trade relations with the United States 

had been terminated' 
Dr. MURCHISON. Yes, Sir. 
Mr. ROXAS. And that a reciprocal trade agreement under the powers 

of the President would not afford protection ¥ Do you think that 
under the reciprocal trade agreements which the President is author
ized to enter into there is no way of giving adequate protection to 
American textiles in the Philippines ¥ Is there no possibility of it' 

Dr. MURCHISON. Do you mean under such an agreement' 
Mr. RoxAS. Yes. 
Dr. MUnCmBON. I think so. I don't see why not, if we think of that 

agreement as analogous to the Cuban agreement. 
Mr. RoXAS. Not the Cuban agreement, but similar to that, let us say, 

with Canada. 
Dr. MURCHISON. You see I was visualizing an agreement which 

would not be generalized to the other countries. 
Mr. Rous. An agreement which would be generalized would afford 

no protection' 
Dr. MURcmsoN. No, Sir. 
Mr. RoXAS. Not under any circumstances' 
Dr. MURCIDSON. Not to the textile industry. 
Mr. WARING. In connection with your suggestion for a trade agree

ment similar to that with Cuba, Dr. Murchison, the products in the 
Cuban market have a 2°-fercent preference only. That would not be 
sufficient , ~."" . 
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Dr. MunOHlsoN. Perhaps not. I had in mind rather the principle 
involved there. 

Mr. EDMINSTER. Dr. Murchison, leaving aside for the moment 
whether the indefinite continuance of a preferential relationship be
tween the United States and the Philippines is a good or a bad thing, 
do I understand that you take the position that you advocate a con
tinuance of preference for American textiles and other products in the 
Philippine market only to the extent that the United States continues 
to grant the Philippine products preference on a comparable scale in 
the domestic market' 

Dr. MunCHISON. I did not express that, Mr. Edminster, or I did not 
advocate it in exactly that way. I merely said that without the con
tmuation of preferential treatment in this country the other would 
likely not occur; that it would have no friends, or at least not a suffi" 
ciently great number of friends. 

Mr. EDMINSTER. I asked that question, Dr. Murchison, because you 
might have a nominal continuance of preferential relatiQnsbips be
tween the two countries and a continual diminution of the amount and 
value of the preferences accorded to the Philippines by the American 
States, in which case it would seem to me to be illogical to expect that 
the Philippines should continue to grant as large or even larger prefer
ences to us as they have heretofore. 

Dr. MuncmsoN. That is entirely true. I think any preferential 
relationship would have to be worked out very carefully with a certain 
objective in view. And in this particular case our objective would be 
no more than what we call the maintenance of the normal trade 
relationships that have developed during the last 15 or 20 years. 

Mr. EDMINSTER. I am .not quite clear from your testimony and 
from your recommendations what distinction you may have in mind 
between the Commonwealth period and the period thereafter. First, 
as to the Commonwealth period: Are you recommending' that there 
should be both a comprehensive quota arrangement and an increased 
Philippine tari1f against textiles' 

Dr. MuncIDSON'. The increased tariff, of course, would not benec
essary.. I think it might meet the Philippine requirements better to 
depend upon the quota system, because you do not then seriously a1fect 
the prices of other goods coming in. . 

Mr. EDMINSTER. Then, at the end of the Commonwealth period: 
If there should be a further continuance of preference-which, of 
course, is a large question of policy I do not want to go into-

Dr! MunOHlsON. Yes; I realize that. 
Mr. EDMINSTER. But following your line of suggestions, you stake 

your recommendation thereafter on a large increase in the Philippine 
tarl1f, or would you still expect that the Philippine Government on 
its own would grant some sort of prefereneiat:.quota arrangem!lnt ¥ 
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Dr. MURcmsoN. Whichever would be effective, of course, would 
meet our requirements. Looking at it from the .standpoint of the 
Philippines I think the wiser course would be, wherever possible, to 
use the quota method of regulation, because that does not necessarily 
mean higher prices, and it is much more definite. The outcome of 
any tariff arrangement is always problematical. 

Mr. EDMINSTER. That is all I have. 
Mr. DOMERATZKY. In connection with your last remark, Dr. Mur

chison, you expres-s a preference for a quota arrangement as distin
guished from an increase in tariff. Do you have in mind textiles only 
or most American products~ 

Dr. MURcmsoN. I think it might be true of other commodities as 
well, Mr. Domeratzky. Of course, my particular interest is in textiles, 
and I recognize the importance of low prices to the Philippine con
sumer. A quota arrangement would seem to be preferable with re
spect to textiles. And the same argument might apply as well as to 
other goods, although I cannot be sure of that. 

Mr. DOMERATZKY. The reason I asked that question is that it seems 
to me that if we are to visualize the whole competitive situation cor
rectly and intelligently we must distinguish between American com
modities that are in a good competitive position and those that are 
not in a good competitive position. For instance, take American auto
mobiles; they do not require a quota arrangement in the Philippine 
market in order to compete. 

Dr. MURcmBON. I think that distinction certainly should be made. 
It is a very important one. 

Going back to Mr. Edminister's question, I realize perfectly I did 
not answer one of his questions-that is, to distinguish between the 
Commonwealth period and the subsequent period-because I am wor
rying in my own mind as to whether it would be a feasible thing to 
have something in the nature of a provisional trade agreement effec
tive as soon as possible. I know it is somewhat paradoxical to speak 
of a trade agreement between the United States and one of its pos
sessions, but if it could be regarded as a provisional trade agreement 
of a highly specialized type, to become effective at once and to be 
classified as a legal class of trade agreements upon the consummation 
of independence, of course that would be the ideal way to avert any 
serious shock upon the separation of the two countries. It requires 
venturing somewhat into the unknown so far as the legal side is con
cerned; but it is a thought that appeals to me very strongly. 

Acting Chairman SAYRE. Are there any further questions ¥ 
Mr. RoBBINS. Dr. Murchison, in answering Mr. Waring's question 

with respect to the increased cost to the Filipinos, you indicated that 
your proposal, as a whole, would be advantageous to the people of 
the Philippines because the;recommended trade preferences would cost 
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the Filipinos less in price premiums or subsidies on our exports than 
they would receive-in subsidies from the United States on Philippine 
exports to this country. Does that indicate that the net effect of your 
proposed arrangemeht would be advantageous to the people of the 
United States' 

Dr. MURCHISON. Yes; I think it might very well be. If the 
United States, by granting the customary preferential treatment to 
the Philippines with respect to sugar and coconut oil and such items, 
can maintain its export trade with the ~hilippines, then I think our 
foreign-trade theory there would answer your question that it is 
mutually advantageous to the two countries. 

Mr. RoBBINS. But do you consider it mutually advantageous that 
the United States should pay a larger subsidy on imports from 
the Philippines than the Philippines would pay on the imports they 
take from the United States' 

Dr. MURCHISON. Your word "subsidy" confuses me somewhat be
cause I am not accustomed to thinking of this preferential treat
ment we have as a. subsidy arrangement. 

Mr. RoBBINS. Well, let's call it price premium. 
Dr. MURCHISON. So far as it is a concession in terms of tariff, 

certainly with x:egard to sugar. If we are going to regard as a. 
valid argument the ability of the Philippines to buy cheaper cloth, 
then why shouldn't we tum the argument around and regard it as 
an advantage to the American consumer to be able to buy cheaper 
Philippine sugar' 

Mr. ROBBINS. That is my question. 
Dr. MURcmsoN. I think you and I are together. 
Acting Chairman SADE. Are there any further questions' 
Mr. RoMERO. You have stated here that the quota system did not 

work as was expected. Have you any recommendations to make 
about enforcement methods to make it work' 

Dr. MURcmsoN. It is not a. question of enforcement; it has to do 
with the developments that have taken place outside of the scope 
of the agreement. It simply happens that the agreement did not 
cover these various factors which have defeated the purpose of it. 

Mr. RoMERO. What further provisions. should be inserted into this 
agreement so that it will work! 

Dr. MmcmsoN. I feel that it would not be possible to arrange an 
agreement with the Japanese Government that would be wholly 
satisfactory . because the Japanese Government is unable to control 
shipments from Hong Kong and is unable to control shipments from 
China. So there you are. 

Mr. RoMERO. I understood you to say that the quota system would 
be better than raising the tarill rates. 
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Dr. MURCHISON. You are speaking of the quota system as imposed 
by the Philippine Qovernment' 

Mr. ROMERO. Yes. 
Dr. MURCHISON. I think it would, because that would give the 

American exporters the protection that they want. It would not 
necessarily have the effect of higher prices that the higher tariff 
would. 

Mr. ROMERO. They can make the tariff work better than it is work-
ing now¥ -

Dr. MURcmsoN. Yes; because the Philippine Government can be 
effective against all governments. In the administration of the 
quota they could broaden it out so as to make it more effective. They 
could apply a quota not only as against Japan but as against China. 

Mr. ROMERO. You referred to some action taken or contemplated 
by the Philippine Government, for which you recommended the 
approval of the American Government. Did you have in mind the 
act passed by the National Assembly authorizing the Presid~nt-

Dr. M'CRCmsoN. Either that act or something equivalent to it. I 
would not wish to argue for any specific act. But what I have in 
mind there, is simply giving to the Philippine Government, or 
rather approving for the Philippine Government, the exercise of 
whatever tariff power might be 'necessary to meet this particular 
situation. 

Mr. ROMERO. With reference to the tariff. rates, I suppose you 
know that, besides the protection afforded by the Philippine Govern
ment in the form of the tariff duties imposed on Japanese goods, a 
further protection is afforded by our so-called ''parity law", by 
means of which, no matter what the actual value of the yen, currently 
around 30 cents, the value is fixed for the purpose of assessing tariff 
duties at 50 cents; that is, if a yard of cloth is sold at 1 yen and 
the duty is 25 per~ent, the duty is 25 percent of 50 cents and not of 
30 cents. So the rate is really higher than appears in the tariff 
schedule. 

Do you still believe, with Mr. Collon, that besides this double pro
tection there should be an increase in tariff rates at roughly 150 per
cent in order to protect the American textile industry' 

Dr. MURCHISON. I would not wish to commit myself to any par
ticular figure. 

Mr. CoLLON. That applies only to ad-vo1()1'em, duties. Most of the 
cotton-textile tariff is specific. In the way that has worked out it is 
mostly on the rayon coming from Japan. It has had very little effect 
on the cotton goods. 

Acting Chairman SAYRE. Are there any further questions' 
. (No response.) 
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If there are no further questions, we wish to thank you very much, 
Dr. Murchison, fo~ your help. 

Dr. MURCHISON. I thank you, Mr. Chairman. 
Acting Chairman SAYu. We will now hear Mr. Frank Hillery, 

representing the Textile Export Association of the United States. 

STATEMENT OF MR. FRANK HILLERY, ON BEHALF OF 
THE TEXTILE EXPORT ASSOCIATION OF THE UNITED 
STATES 

Mr. lIILLEBy. Dr. Murchison has told practically the whole story, 
so there is not much left for me to say. 

However, I just want to say in behalf of the Textile Export Associ
ation that we most certainly need the Philippine market. It was our 
largest market. In times gone by-and by that I mean in the years 
immediately preceding the depression-we had an average volume 
there of 66,000,000 square meters, but it has now declined to under 
30,000,000 square meters. And that, added to what we- have lost 
elsewhere, has had a very decided effect upon our textile exports. 
After all, there are firms in our line which are dependent 100 percent 
upon the export business. 

The remark was made that Governor General Murphy had previ
ously recommended some relief for our trade. I find that in. July 
1935 Governor General Murphy sent a special message to the Legis
lature in which he recommended: 

Au ell'ective adjustment of import duties on textiles and other products that 
would alford prompt relief to American and Philippine interests, without sub
jecting other countries to unfair treatment or imposing unreasonable and 
excessive burdens on the COnsuming public. 

He said: 
The adjustment of trade relations between the United States and the Philip

pine Islands on a basis satisfactory to both countries is a problem of major 
importance. While in its larger phases this problem will be a subject of future 
joint study and negotiation, in pursuance of plans recently formulated, the 
pl'ellent situation and trend in some segments of this trade are deserving of the 
immediate attention of the Legislature. 

It Is a matter of .common knowledge and of serioWJ import to the interests 
all'ected, that in certain categories the growing competition o! foreign goods 
entering the Philippine Islands under existing tarid' duties Is causing a pro
gressive loss of trade to the United States. In the field of textiles alone there 
has been a decline on a quantity basis from 72% of the total imports in 1932, 
to 67% in 1933, and 40% in 1934. During the first six months of the current 
year, the United States share was 38% of the total. This decline has been so 
marked as to attract wide attention in the United States, where the condition of 
the tell:ile trade has assumed a position of exceptional prominence in public 
discussion and popular interest. 
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It Is believed that a satisfactory adjustment of our trade relations with the 
United States would be materially aided and facilitated by an effective adjust· 
ment ot import dtities.on textiles and other products that would afford prompt 
relief to American and Philippine interests, without subjecting other countries 
to unfair treatment or imposing unreasonable and excessive burdens on the 
consuming public~ 

It has been suggested that it would be a fair solution of the textile problem, 
considering all interests concerned, if the products ot the United States textile 
industry were restored approximately to the average position held by them in 
the Philippine market in the years immediately prior to 1934-

While the condition of the textpe trade appears to merit special attention, 
increases in other schedules may be found justified and warranted as a means of 
increasing government revenue, providing protection and security for the devel
opment of local industries, and bringing about the· desired degree of reciprOCity 
in trade with the United States. 

Then, in 1935, the then Senate President Quezon, on the floor of the 
Senate on J wy 18th, said: 

We are in favor of according every possible protection to American imports 
to the Philippines. I personally am in favor of giving American textiles ade
quate protection in our markets within the limit of our people's capacity to 
absorb and .pay for that added protection. I realize that we can only retain a 
free market for our products in the United States if we, at the same time, 
maintain a tavorable market for American products in the Philippines so as 
to make the advantages resulting from the interchange of commodities truly 
reciprocal 

Mr. President, ot course, if any temporary relief is needed by ~erican 
textlle manufacturers and it is within our power and economic ability to 
grant it, I think the Legislature will be willing to grant such relief when it 
reconvenes immediately after the elections. 

Acting Chairman SAYRE. Does that complete your statement, Mr. 
Hillery! . 

Mr.1In.LERY. Yes, Mr. Chairman; it does. 
Acting Chairman SAYRE. Does any member of the Committee 

have any question to ask Mr. Hillery! 
Mr. ROXA8. Will you point out the most important reason why 

American textiles have been displaced in the Islands by Japanese 
textiles' Is it because American textiles have gone up in price, 
or is it because Japanese textiles are being manufactured with 
greater efficiency! 

Mr. HILLERY. Of course, it cannot be denied that American prices 
have advahced. But I think it may be said that while the Japanese 
prices may have increased somewhat, they have been fairly steady. 
But we just cannot compete with Japanese costs with the present 
tariff that is now provided. 

Acting Chairman SAYRE. Are there any other questions' 
(No response.) 
If not, we thank you very much, Mr. Hillery. 
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Mr. CoLLON. Gentlemen, I just wish to call your attention, in ~n
nection with what Mr. Hillery read, to the fact that at that tIme 
both Governor General Murphy and Senate President Quezon 
thought the situation was serious enough to warrant special messages. 

At that time we were getting 38 percent of the business. But I 
just want to point out that our situation today is much worse than 
it was then, the fact being that in 1936 we got only 27 percent of 
the business. I wanted to put that into the record. 

Acting Chairman SAnE. We thank you very much, Mr. Collon. 
I understand that Mr. Charles M. Kearney, of the National Beet 
Growers' Association, is not present. However, a written statement 
has been filed by Mr. Kearney. 

(Here follows the written statement of Mr. Kearney.) 

STATEMENT FILED BY MR. CHARLES M. KEARNEY, OF 
THE NATIONAL BEET GROWERS' ASSOCIATION 

JOIIft PBEPABA.TOBY Co:anuT'l'JIlI: ON PBILIPPll'IE AnAIBS, 

Room BOB, Un.ited Btate. Tariff OommiBsion., 
WIJ8Mngfon., D. O. 

GZl.'f'l'LlCKElf : 

June 15, 1987 

The National Beet Growers' Association submits herewith this brief state
ment In pursuance of the publlc notice issued May 28, by the Joint Preparatory 
Committee on Ph1llppine Mairs, which authorizes opportunity for the expres
sion of views by persons interested in the recommendations of the Committee. 

L The National Beet Growers' Association is a voluntary association repre
senting sugar-beet farmers of the States of Montana, South Dakota, Wyoming, 
Nebraska, Colorado, Utah, Idaho, and California. These States produce ap
proximately 85 percent of all the sugar beets and beet-sugar production of the 
United States. These sugar beets are produced by American farmers, their 
famllles, and American labor, and are processed into beet sugar and byproducts 
by American labor. This product is entirely distributed in domestic trade 
channels. 

II. The Congress of the United States enacted the Tydings-McDuffie act In 
March 1934. ThIs act established the amount of Ph1llppine sugar which might 
be brought annually into the United States duty-free. Since the enactment of 
the above-mentioned act the Ph1llppines ·have never exceeded the duty-free 
quotas established thereunder. We urge that your Joint Committee do not 
approve of any quota increases from the Philippines in excess of the duty-free 
amount establlshed in the Tydings-McDuffie act. It is apparent that increases 
in Philippine sugar imports into the United States would affect sugar prices to 
the direct detriment of sugar-beet farmers. 

ilL The present world-duty on sugar of 00° polarization is $L87% a hundred. 
ThIs rate'scarcely affords sutllcient tariff protection for American producers and 
laborers connected with the sugar-beet industry. Certainly, we urge that the 
present rate be maintained. We further urge that the increasing scale of taxes 

82709-88-vol.2-8 
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which will be levied against Pllilippine sugar under the Tydings·McDuffie act 
be maintained. ' • 

IV. We reserve the right to file a further statement, or brief, with your 
Committee in accordance with your public announcement. 

Respectfully submitted, 
NATIONAL BEET GROWERS AsSOCIATION 

By CHABLES 1\1. KEARNEY 
Prellide1l.f 

Acting Chairman SAYllE. Is Mr. P. V. Goldsmith, representing the 
Farmers and Manufacturers Beet Sugar Association, present ¥ 

STATEMENTS OF MESSRS. GOLDSMITH AND BOURG, OF 
THE FARMERS AND MANUFACTURERS BEET SUGAR 
ASSOCIATION 

Mr. GOLDSMITH. Mr. C. J. Bourg, of the Farmers and Manufac
turers Beet Sugar A..."8ociation, has a short statement he wishes to 
make: -

To THIll JOINT I'BEPARATOBY CoMMl'l'TEID ON PmIJpPINJII AFFAIBS, 
Room 206, Unite4 8tates Tariff Commi8rion, 
8t~ aM B 8treets, 
Wa8~ington, D.C. 

We have the honor to present herewith the statement of the Farmers and 
Manufacturers Beet Sugar Association, which represents the sugar-beet growers 
and sugar-processors of the States of Michigan, Ohio, Indiana, and Wisconsin, 
in conformity with the public notice issued by your Committee as of date May 
28th,1931. 

Briefly stated for the purposes of the record, our recommendations are that 
earnest and full consideration be given to the following points of major 
importance : 

L The primary obligation of the Government of the United States is to 
protect the welfare and rights of its own citizens. 

2. The Philippine Independence Act should continue to operate until full 
independence becomes effective. 

3. The effective date of Philippine independence should not be extended 
beyond the time set in the Philippine Independence Act, on July 4th, 1946, 
but should the Philippine Commonwealth insist that the effective date be 
advanced to 1938 or 1939, then let the trade relations after such effective 
date between the United States and the Philippines be considered and regu
lated entirely as foreign commerce, on a non-preferential basis. 

4. Referring specifl.cally to sugar, the quota of Filipino sugar (both raw 
and retlned) eligible for entry during the transition period prior to full 
independence should be no greater than the tonnage listed in the Philip
pine Independence Act, and consideration should be given to a reduction of 
this tonnage when trade relations are placed on the basis of foreign com
merce, that is, the etl'ective date of Philippine independence. 
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5. The full world·rate of tarl1r duty should be applied to imports from the 
PbWppines to the United States, and ..nee -ver,IJ, immediately upon and 
subsequent to the effective date of Independence, on a non·preferential basis, 
and the present full world·rate of tarHr duty, presently 1.875 per pound of 
raw Ingar testing 96 degrees by the polariscope, and which is based upon the 
1lndlngs and recommendations of the United States TarHr Commission, 
should not be reduced by the terms or provisions of any reciprocal trade 
agreement. 

The above points are submitted for emphasis in this prel1minary statement. 
and are not to be considered as exclusive In any sense. 

Complying with the publlc notices of May 28th, 1937, and June 8th, 1007, 
Issued by your Committee, we ask that the right be reserved to us to present 
oral testimony and to file a supplemental statement or brief within the delays 
bed by :your Committee. 

Respectfully. submitted, 

W ASBINGTON, D.C • 
.TUM IS, 1981. 

FABME118 &: l\UNUFAOTUBI!lB8 BJ!D!l'l' SUOAB ASBOOIATION 

By P. V. GowSMl'l'll, Grower,' FieZd, Secretar1l 
C. 1. BoUllG, WGBhington Repre,entatwe 

Mr. BotJllG. Mr. Chairman, we have no desire to appear orally but 
we would like to reserve the right to file a brief at the conclusion of 
this hearing, and also at the conclusion of the hearing in Manila, 
within reasonable time, so that we may have the opportunity to see 
what is presented at that hearing. 

Acting Chairman SAYRE. We will be very glad to have you do so, 
Mr. Bourg. 

The next witness will be Mr. George Wilson, of the National Beet 
Growers' Association. Is Mr. Wilson present' 

(No response.) . 

STATEMENT OF MR. C. J. BOURG, ON BEHALF OF THE 
AMERICAN SUGAR CANE LEAGUE 

Mr. BOURG. I have filed a. statement on behalf of the American 
Sugar Cane League. 

WASHINGTON, D.C., June IS, 1987. 

To TBII JOINT PB.EPABA.TOBY CoKMlT1'El!: ON PBILIPPINI!l AFFAIRS, 
106 United, Statu Tariff Oommt8,ion, 
8th ami 11 Streets, 
WGBhington, D.O. 

The American Sugar Cane League, representing the sugarcane-growers and 
sugar·producers of Louisiana, hereby lleclares its interest and concern In the 
study and recommendations of :your Committee with regard to the future trade 
relations between the United States alld the Philippine Commonwealth. Since 
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the American Sugar Cane League is not informed in any detail as to the pro
gram or proposalS tor future trade relations between the United States and the 
Philippine Commonwealth, we are not fully prepared at this time to offer more 
than a general statement, very briefly outlining the points of chief concern to 
us in their relation to the reciprocal trade agreement in contemplation. 

According to the joint statement of President Quezon and Mr. Sayre, Chair
man of the Interdepartmental Committee on Philippine Affairs, issued March 
18, 1937, the proposed reciprocal trade agreement will be on a non-preferential 
basis. It is our position and recommendation that when complete independence 
is achieved by the -Philippines on or before July 4, 1946, the tariff against 
Philippine goods entering the United States shall be on the basis of the full 
duty or world rate without preference. 

We know of no reason for any change in the Philippine Independence Act 
and certainly oppose any increase in the amount of sugar which can be brought 
into the United States, free of tariff duty, during the transition period which 
will be completed when independence becomes e1fective. However, we do not 
oppose the suggestion of President Quezon that the date of independence be 
advanced to 1938 or 1939, provided the tqnnage of quota sugar after independ
ence shall be no more than the tonnage specifled in the Philippine IndependencE! 
Ac~ . 

We have advocated and do now advocate that all beet and cane sugar con
sumed in the United States should be refined in the United States for the 
protection of our industries and labor employed, and, consistent with this posi
tion, we suggest that there should be no improvement in the status of the 
Philippines with regard to refined sugar. 

We now formally request the privilege of introducing oral testimony at the 
public hearing should the necessity arise, and of presenting a brief on or before 
the delays determined in accordance with the public notices of your Committee, 
have expired at noon of July 10, 1931. 

Respectfully submitted, 
AMER.IOAN SUGAR CANE LI!lAGUII 

By C. J. BoUBG, Vice Pre8ident 

Colonel McDONALD. Was Mr. Bourg speaking as a representative of 
the Farmers and Manufacturers Beet Sugar Association or as the 
representative of the American Sugar Cane League' 

Mr. BOURG. For both of them. 
Acting Chairman SAnE. Then I understand both of them will file 

written briefs with the Committee' 
Mr. BOURG. Yes, Sir. 
Acting Chairman SAnE. Will you have a representative in the 

Philippines who will do that, Mr. Bourg, or where will the briefs be 
filed' 

Mr. BOURG. We do not plan to have a representative there, but we 
would like to have permission and an opportunity to present. our views 
if proposals or regulations or plans are submitted which we feel we 
would like to comment upon. 

Acting Chairman SAnE. As· I understand it, you will file a brief 
here in Washington' 
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Mr. BoURG. Yes, Sir; we are asking for the right to do that, Mr. 
Chairman. 

Acting Chairman SAYRE. Of course, we will be very glad to ~~ve. you 
file a brief up until the time the Committee leav~s for ~e PhihpplDesi Then if you desire to file a brief out there I take It you will do-What. 
Will you mail it from here to us there or will you have some repre-
sentative out there' 

Mr. BoOBo. We have no definite plans at this time. Our r!lquest 
is based upon this fact that we would like to be heard on any proposal . , 
or recommendation that is made. So far we know of none that has 
been made, but we know that certainly in Manila some will be made 
with reference to sugar, in which we are particularly interested. 

Acting Chairman SAYRE. The Committee will be glad to have you 
file a brief before the Committea at the time of the Philippine hearings 
within the time allowed for the ruing of briefs out there, 01' you may 
file a brief here before the Committee leaves, if you desire. 

Mr. BoOBo. But unless we were personally represented in Manila 
the recommendations that are made at that hearing will not be avail
able to us in time to prepare a brief. 

Acting Chairman SAYRE. Obviously the Committee must set some 
date beyond which the time for ruing briefs will be closed, so that the 
Committee can get to work studying these various recommendations, 
briefs, and so on. What I am suggesting is that we would be very 
happy to have you file all of the information you desire to file, either 
in Washington up to the time of the closing of the period for the ffiing 
of briefs, which is July 10th, or else file a brief out in the Philippines 
up to the date when the time for filing briefs will be closed there. 
Obviously there must be some fixed date both in the case of Washing
ton and in the case of the Philippines. Otherwise the Committee 
would never be able to commence the study of all the briefs. I take it 
that is quite obvious. 

Mr. BoOBo. Yes, Mr. Chairman. 
Acting Chairman SAYRE. We would be very glad to have you file Ii. 

brief up to those two dates, and in either one of those two places. 
Mr. BoOBo. But I would like to reiterate that we have before us 

now, so far as we know, no spe0mc recommendation or proposa.I on the 
part of the Philippine industry or anyone interested in· the sugar 
problem. At this time we have no recommendations of our own to 
make j but we would like to hav" that opportunity. 

Mr. Chairman, I feel it is not impertinent to suggest that the Com
mittee would like to know our views on any proposal that is submitted 
by persons having a different point of view. 

Acting Chairman SAYRE. Of course, so far as the Committee is con
cerned, so long as the Committee is functioning it is always glad to 
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hear the views of interested persons. But so far as the actual filing 
of a brief is concerned, we have to fix certain dates. After those dates 
the Committee will not close its ears to any information. The Com
mittee will be glad, through its chairman or otherwise, to hear the 
views of interested persons right up to the very end of the Committee's 
work, although naturally the Committee will have to fix a time beyond 
which it will set to work studying such briefs as are in up to that 
time. 

Do I make myself clear! 
Mr. BOURG. Yes, Mr. Chairman. 
Mr. A. M. LoOMIs. Mr. Chairman, I am scheduled to I'.ppearto

morrow, but this is the first 6me this matter seems to have come up 
and there is a point that I would like to mention while it is fresh in 
the minds of the members of the Committee. 

In' appearing in these hearings, as we have, everyone is handicapped 
by not knowing what is in the briefs which have been filed. In other 
words, the smart thing to do in this hearing is to do as several others 
have done. They have said, "We have presented a brief and do not 
care to discuss it orally." Therefore, it goes into your archives and 
those of us who may be opposed to what is in those briefs have no way 
of knowing what is in them. 

I want to suggest that, while the Committee remains in Washington 
or while the briefs which have been presented remain in Washington, 
they may be made public so that I, for instance, may come to the 
office of the Committee and inspect the briefs which have been filed by 
others interested in the same subject that I am interested in. 

Acting Chairman SAYRE. The Committee has already considered 
that matter and will give it further consideration. The Committee 
has already taken into consideration the thoughts which you have 
suggested. We thank you very much for bringing it to the attention 
of the Committee. 

The next witness before the Committee will be Mr. George Wilson, 
representing the National Beet Growers' Association. Is Mr. Wilson 
present' 

(No response.) 
If Mr. Wilson is not present the Committee will be ,glad to hear 

Mr. Ellsworth Bunker, representing the United States Cane Sugar 
Refiners' Association. 

Mr. H. BEACH CARPENTER. Mr. Chairman, Mr. Bunker is out of the 
city and I have been asked to appear in his stead. 

Acting, Chairman SAYRE. Then we will be glad to hear from you, 
Mr. Carpenter. 
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STATEMENT OF MR. H. BEACH CARPENTER, REPRESENT
ING THE UNITED STATES CANE SUGAR REFINERS' 
ASSOCIATION 

Mr. CA.RPENTEB. My name is H. Beach Carpenter, and I am repre
senting the United States Cane Sugar Refiners' Association. The 
comments whlch I propose to make, Mr. Chairman and Gentlemen 
of the Committee, are intended, of course, to amplify the written 
statement filed 1 and to be filed by our association. 

In view of the obligations undertaken by this country under the 
Philippine Independence Act, and assuming that the entire program 
of trade relations prescribed by that act is to remain undisturbed, 
we are not asking for any reduction in the quantity of refined sugar 
permitted to enter this country subject to the provisions of that act, 
prior to the independence of the Philippines. 

After the Philippines attain their independence, we ask that the 
duty on Philippine refined sugar be made as high as that on refined 
sugar from foreign countries in general and at least 50 cents a 100 
pounds higher than the duty on a corresponding quantity of Philip
pine raw sugar, so as to provide reasonable tariff protection for 
United States refiners against the much lower labor, tax, and other 
costs of the Philippine refiners; or, if quotas of any kind are then 
in effect on sugar, we ask for the same reason that the quota on 
Philippine refined sugar be fixed at zero. 

1£ any part of the program of trade relations prescribed in the 
Philippine Independence Act is to be modified, effective prior to 
independence, we ask that an earnest ·effort be made to include in 
such modification the same kind of protection against Philippine 
refined sugar that we have just asked for with respect to the period 
after independence, and that in no event should the refined-sugar 
quota prescribed in the act be increased, or the refined-sugar export 
taxes provided for in the act be relaxed. 

While United States refiners are paying common labor in many 
instances as high as 65 cents an hour as a minimum, unskilled laborers 
in Philippine sugar centrals are scarcely receiving this much in 
wages for a full day's work of from 8 to 12 hours. 

According to the Tariff Commission's Report No. 118, second series, 
page 50 (1937), unskilled labor in Philippine sugar centrals receives 
a minimum wage of 5 cents an hour, while even oilers and weighers 
receive only from 60 cents to $1.25 a day. According to a Depart
ment o~ Commerce report in 1934, ad~t-male labor in agricultural 
districts received daily wages in 1933 averaging 26 cents a day. 

It should be too apparent to require argument that United States 
refiners and their well-paid workmen a're entitled to protection 

1 See vol. III. 
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against a large inftux of refined sugar made by Philippine labor 
receiving but a. small fraction of the wage rates paid by refiners in 
this country. 

The continued growth and encouragement of industrialization in 
agricultural tropical countries, with their cheap labor costs and their 
additional advantage of much lower taxes, are a matter of vital 
concern to labor and industry in countries such as the United States, 
with its far higher wage rates and living standards, all dependent in 
substantial degree on a large volume of output by its industries. 
This is of great importance, not only in our relations with foreign 
countries in the Tropics but with our own territories and possessions. 

Filipino workmen have living standards far different from those of 
workmen in United States sugar refineries. 

The Philippine Islands are located in the Torrid Zone, only about 
500 miles from the coast of Asia. . 

According to the Tariff Commission's Report No. 118, second series 
(1937), the major part of the population is Malayan in type. 

A Department of Commerce report published in 1934 states the 
great majority of industrial workers in the Philippines are Chinese. 

Literacy is estimated at 50 percent, and it is reported that less than 
one third of the population can read or understand English. 

In 1932 the per-capita annual income was estimated at only $50. 
Permitting well-paid workmen in United States refineries to be 
thrown out of work because they cannot compete with Filipino labor 
of this type is unfair to them and to the refineries which employ them. 

As I say, it is estimated that 30 percent of the population can read 
or understand English, although it was almost 40 years ago that they 
came under our flag. 

Reducing or eliminating shipments of Philippine refined sugar 
to this country will not only increase the volume of United States 
refineries now operating at about 60 percent of capacity, due largely 
to tropical competition, but will increase the business of and employ
ment offered by other United States industries which furnish coal, 
oil, cotton goods, lumber, paper, and other supplies and services to 
United States refiners. 

Limiting the Philippines to sending their sugar here in raw form 
to be refined by American workmen in the United States refineries 
would have but a slight adverse effect on labor and industry in the 
Philippines. The Philippines are far from being a one-crop country. 
In 1934 over 10 times as much land was used for raising rice, coco
nuts, corn, .abaca, bananas, and tobacco as was used for raising sugar
cane. 

Out of a total population estimated in 1932 at 13,636,000, the entire 
Philippine sugar industry employs only some 330,000 persons, in
cluding 60,000 temporary employees, according to estimates made by 
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the Philippine Sugar Association in 1934. By far the greater pro
portion of these people are dependent upon the production of raw 
sugar, not refined sugar. 

The refining of the 50,ODO long tons of refined sugar which the 
Philippines are now permitted to send here duty-free :furnishes full
time employment for less than 0.06 percent of the 330,000 persons 
engaged in the Philippine sugar industry. 

The Tari1f Commission points out in its Report No. 118, second 
series, page 48, that there are four sugar refineries in the Philippines 
but that two of these are operated in connection with raw-sugar cen
trals, of which, according to the same report, there were 46 in exist
ence in 1935. The other 44 of these centrals contented themselves 
with carrying out the normal function of manufacturing raw sugar. 

Plainly, limiting the Philippines to using the refined sugar which 
they make, to supply their domestic markets and such foreign mar
kets as they can obtain elsewhere, will have no substantial effect on 
the economy or welfare of the Philippines. 

Sales of agricultural and other products of the United States. would 
be increased rather than reduced by having American rather than 
Philippine workmen refine sugar consumed in the United States. 

Refining in the Philippines 50,000 long tons of sugar for United 
States consumption adds perhaps at the outside $50,000 to the total 
payroll paid Philippine sugar-workers, a large part of which will in 
normal course lie expended locally and for the products of coUntries 
other than the United States. 

On the other hand, with the much higher wage rates prevailing in 
the United States refineries, restoring this 50,000 long tons to their 
volume, after Philippine independence, would add at least $200,000 
to the wages received by their workmen, on the basis of present wage 
rates, and practically all this amount would be expended for United 
States products, including agricultural products. 

In any event, as long as the Philippines are permitted to sell their 
raw sugar in the protected United States market at prices far in 
excess of what they could get for it elsewhere, it is unfair to permit 
them to displace United States refuleries and their workmen by send
ing large quantities of refined sugar here. 

The United States Tari1f Commission in its Report No. 118, second 
series, page 40 (1937), estimates that the United States in 1935 
paid some $44,800,000 more for sugar sent here from the Philippines 
than it could have bought identical sugar for elsewhere in the world 
market. . 

We estimate that subsidies of this kind which United States con
sumers and taxpayers have in effect paid to Philippine sugar-pro
ducers during the last 10 years have aggregated $425,000,000, in
cluding benefit payments under the Jones-Costigan act. 
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There could be no possible justification for the Philippine sugar 
industry continuing to enjoy subsidized prosperity at the expense 
of the public in this country and at the same time driving continental 
refineries and their workmen into a state of idleness. 

The glut of sugar in the United States market, which brought 
about the restriction program of the Jones-Costigan act and of the 
Philippine Independence· Act, was caused largely by the inordinate 
expansion of sugar-production in the Philippines. 

From 1924 to -1933, the year before the Jones-Costigan act became 
effective, Philippine production of sugar had gone up 206.45 percent, 
as contrasted with Puerto Rican sugar-production of 86.l4! percent, 
and United States domestic cane, 62.'1'6 percent, United States beet, 
53.43 percent; and Hawaiian production had gone down 50.95 per
cent-all of these being plus figures-as contrasted with a decline in 
Cuban production during this period of 50.95 percent. 

This increase in Philippine sugar-production was accompanied by 
a great increase in shipments of refined sugar from the Philippines 
to continental United States from only 2,64'1' long tons in 1925 to 
61,'1'52 long tons in 1933. 

The salutary move made in the Jones-Costigan act and the Inde
pendence Act to limit shipments of refined sugar from the Philip
pines should not be undone and should not be permitted to send 
refined sugar into this country after independence. There is ample 
precedent for imposing a substantial tariff on Philippine refined 
sugar. 

American occupation of the Philippines took place in 1898, but 
Philippine goods entering this country prior to March 8, 1902, paid 
full duty. From then until 1909, articles grown or produced in the 
Philippines were required to pay our full duties, minus 25 percent.. 

During all of this period from 1898 to 1909 a substantial differ
ential existed between the duty applicable to a pound of Philippine 
refined sugar and the duty applicable to enough Philippine raw 
sugar to make a pound of refined sugar in this country. . 

This tariff protection for United States refineries was abandoned 
in 1909, as a part of a general program for free trade with the 
Philippines, although it was not until 1913 that the quantity of 
Philippine sugar which could enter this country duty-free became 
unlimited under new legislation. 

Now that the Philippines are to become independent, there is no 
sound reason why tariff protection against all their refined sugar 
should not be restored for the benefit of United States refiners and 
their workmen. 

There is nothing in the recently negotiated world sugar agreement 
to interfere with protecting United States refiners and their work-
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men against inroads of Philippine refined sllgar after Philippine 
independence. 

It is true that, under article 9 of this agreement, if the Philippine 
refined quota of 50,000 long tons were to be reduced, the United 
States would be obligated to permit foreign countries to export 
to the United States a net quantity of sugar equal to this reduction. 

However, we are not proposing that the Philippine refined quota 
be reduced below 50,000 long tons prior to independence, and the 
world agreement is to continue in effect for only five years, or sev
eral years short of .the date set for Philippine independence. 

On the other hand, the world agreement aims to open up new out
lets for Philippine sugar to supplant her United States markets by 
providing that the Philippines will be entitled to 4 percent of any 
additional export quotas which may be allotted to signatory countries 
owing to increased world consumption or other causes . 

.As a matter of national defense, it is unwise for the United .States 
to depend on the Philippines for any substantial quantity of its 
refined-sugar supply. It would be impossible to assume safe passage 
for Philippine refined sugar, perhaps urgently needed in this country 
at the time, in the event of a major war in the Pacific. Refineries 
there, unlike those in the United States, could depend on only one 

. source of raw-sugar supply, that is, the Philippines themselves; and 
the Philippine raw-sugar crop would always be subject to possible 
failure due to war, civil disturbances, or other causes. 

Other leading countries throughout the world follow the traditional 
policy, departed from only in recent years by our country, of leaving 
to the Tropics the production of raw sugar and retaining the refining 
of it in the homeland. 

Great Britain" since the World War, has doubled the size of her 
home cane-sugar-refining industry, amply protected by tariffs even 
against refined sugar from her own dominions and colonies. Japan, 
after making a world survey, developed raw-sugar production in her 
tropical island of Formosa, but arranged to have the refining of this 
sugar done in the homeland. Holland protects her home cane-sugar
refining industry by tariffs even against sugar refined in her own 
tropical areas, including Java and Surinam. Portugal pursues the 
same colonial policy. France looks to her home refineries for her 
supply of refined cane sugar. Canada does likewise. . ~ 

Even apart from the unfairness of leaving the United States long
established cane-sugar-refining industry exposed to attack from for
eign and. colonial sources employing lower-cost labor, our country 
should as a matter of assuring its own welfare, in war and peace, 
reestablish its traditional policy of encouraging the maintenance of a 
strong home cane-sugar-refining industry. 
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Mr. Rons. You said in your statement that the majority of the 
industrial workers in the Philippines are Chinese. 

Mr. CARPENTER. Yes, Sir. That was taken from a Department of 
Commerce report which I have here. This is a mimeograph or multi
graph report entitled "Special Circular No. 303, Division of Regional 
Information", published by the Department of Commerce, Bureau of 
Foreign and Domestic Commerce, under date of July 1, 1934; and on 
page 7 of this_PllIDphlet the following is stated: 

The great majority of industrial laborers are Chinese, whose wage scale is 
lower than that of the Filipino or other OrientaL 

Mr. Rons. And it had reference to what industry! 
Mr. CARPENTER. This is apparently talking about industry in 

general. It does not refer specifically to sugar. 
Mr. Rons. With all due respect, Mr. Carpenter, to the authors of 

that circular, I wish to make of record the fact that I do not believe 
that there is 1/l000 of 1 percent of Chinese laborers in industries in 
the Philippines. And I believe I am safe in saying that there is not 
a single Chinese citizen who is employed as a laborer in the sugar 
industry. 

Mr. CARPENTER. I am glad to know about that, Sir. I had only 
this authority for that statement. 

Mr. RoXAS. You stated that the sugar industry in the Philippines 
is largely to blame for glutting the American market with sugar, and 
you submit evidence that it increased from 1924 to 1934, if I remember 
the figures correctly. 

Mr. CARPENTER. It was through 1933. 
Mr. Rons. But it was 206 percent. Did you take into consideration 

the fact that before the United States came to the Philippines the 
Philippines were already producing almost 400,000 tons of sugar 
which we exported to China and other markets, and some to the 
United States ¥ 

So if you take those figures into consideration rather than the fig
ures for 1934, isn't it a fact you would find that in almost 40 years, or, 
in other words, from 1897 or 1895 to 1937, our production increased 
by over 100 percent ¥ 

Mr. CARPENTER. Of course, Mr. Roxas, it was necessary to take 
some test period, and it seemed to me that perhaps it would be fairer, 
not in order to make out a good case but in order to haye the figures 
relalted to a period somewhat immediately in the past, to take a 
representative period-although perhaps this period was not rep
resentative-immediately preceding the legislation designed to cor-
rect this situation. . 

I think all of us agree that the emergency was due largely to the 
glutting of this market with large quantities of sugar from within 
our tariff wall. 
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Mr. RoXAS. Another important fact you have cited is that Cuba 
had to reduce its production by over 40 percent in 1934 and 1935; 
but you have failed to state by how much the Philippines had to 
reduce its production in order to comply with the quota established 
for Philippine sugar. I might state that in 1934 Philippine pro
duction went up to about 1,400,000 tons, and the quota established 
in the Independence Act was 850,000 long tons. So that the reduc
tion in the Philippines is comparable and, if possible, more drastic 
than that which took place in Cuba. 

Mr. CARPENTER. May I add a word there, Mr. Chairman W 

I should say, perhaps, that we as refiners are principally inter
ested, naturally, in the refining side of this picture; and I only took 
the liberty of bringing in figures as to expansion in raw-sugar pro
duction because of their having some relation, perhaps, to the expan
sion in refined-sugar shipments to this country which occurred 
simultaneously. 

Mr. Rous. Is it not a fact that the Philippines were exporting 
more than 50,000 tons of the refined sugar into the United States 
before the Independence Act! . 

Mr. CARPENTER. It is. 
Mr. RoXAs. Do you have the figures of the exports ~ 
Mr. CARPENTER. Yes, Sir. The United States receipts of Philip

pine refined sugars in 1933 were reported at 61,752 long tons. 
Mr. Rous. The refineries in the Philippines have a larger capacity 

to produce refined sugars in excess of 61,000 long tons. Have you 
any information on that' 

Mr. CARPENTER. I understand they have. 
Mr. Rous. Who owns the Philippine sugar refineries W What 

capital established that industry there! 
Mr. CARPENTER. I am sorry to say I do not know. I only know in 

~eral about the ownership of Philippine centrals. Of course, as 
I have pointed out, in this Tariff Commission report two of these 
Philippine refineries are said to be adjuncts of raw-sugar centrals. 

Mr. ROXAS. Is it not a fact that the larger proportion of the capital 
investment in refineries in the Philippines is American! 

Mr. CARPENTER. I don't know. 
Mr. RoXAS. And that any profits of the industry go to American 

capitalists rather than to the Filipino investors' 
Mr. CARPENTER. I don't know; that is, I do not have information 

on that, I am sorry to say. 
Mr. WARING. I would like to refer to th~ brief which you have 

been kind enough to submit to the Committee. I notice in that that 
you mention the amount permitted to come in, that is, the amount 
of refined sugar for direct-consumption sugar permitted to come in 
under the Jones-Costigan Sugar Act, as 80,214 short tons, raw-value. 
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It is true, is it not, that the quantity of refined sugar permitted to 
come in is governed by the Independence Act ¥ 

Mr. CARPENTER. In practice it is. 
Mr. WARING. 50,000 long tons' . 
Mr. CARPENTER. In practice it works out that way; yes, Sho. 
Mr. WARING. That, converted into short tons, raw-valu&, is roughly 

59,920 short tons, raw-value. Since you have said that they shipped 
61,752 long tons in 1933 it would be correct, would it not, to say 
that they are now operating on a considerably reduced basis' 

Mr. CARPENTER. Well, on your own figures, Mr. Waring, that 
would be a rather slight reduction, wouldn't it; that is, using your 
figures as expressed in long tons' 

Mr. WARING. Your figure in 1933 was 61,752 long tons' 
Mr. CARPENTER. Yes, Sir. 
Mr. WARING. My figure was short tons. 
Mr. CARPENTER. That is true. It is a rather substantial reduction. 
Mr. WARING. It isa rather substantial reduction, is it notl 
Mr. CARPENTER. Yes, Sir. 
Mr. WARING. Moreover, the 80,000 which you mention in your 

brief would never have been shipped' 
Mr. CARPENTER. That is true. 
Mr. WARING. And the restriction now in force is only 60 percent, 

or thereabouts, of the amount permitted under the Jones-Costigan 
act. I mean the restriction now in force under the Independence 
Act. 

Mr. CARPENTER. I have not figured that out. I should think it 
would be a larger proportion-wouldn't it! It is 50/66, roughly. 

Mr • WARING. The amount you mention in the brief is 80,000 short 
tons, raw-value, and the limitation fixed by the Independence Act 
is 59,520. For rough-computation purposes, it would take 80,000 
and 60,000- Well, it would be about 70 percent. 

Mr. CARPENTER. I happen to have the figures here in long tons, 
I know that the quotas were in long tons; and these were the origi
nal quotas in long tons for 1934, 1935, and 1936-66,OOO-odd tons for 
each year. I assume that the way to figure that would be to take 
the proportion that 50,000 long tons is of 66,000 long tons. 

Mr. WARING. I was working on the short-ton basis. 
Mr. CARPENTER. The proportion would be the same. 
Mr. WARING. The present limitation is approximately 75 percent 

of the limitation fixed in the Jones-Costigan act. 
Mr. CARPENTER. However, I might add that the 1933 receipts repre

sented a Considerable increase over the years immediately preced
ing. For example, the receipts of Philippine refined· sugar in the 
United States during the year 1932 were reported as 50,309 long 
tons; in 1931, 32,009 long tons; in 1930, 25,197 long tons; and in 
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1929 only 8,396 long tons. There had been a very marked increa~ 
in the shipments of Philippine refined sugar to continental United 
States between 1929 and 1933. They had increased about eightfold 
during that period. J. 

Mr. W ABING. But they are now restricted to 50,000 long tons. 
Mr. CAIU'ENTEB. In practice, yes; although the Jones-Costigan act 

and the tndependence Act quotas fixed under them nominally permit 
them to ship more. 

Mr. W AmNG. But they could only ship the larger quantities if they 
paid the full duty. 

Mr. CAJIPENTEJL That is correct. 
Mr. W AmNG. Did I understand from your statement and from the 

brief that you are objecting to permitting any refined sugar to come 
in after independence, even though it were limited by quota and 
paid the full rate' 

Mr. CAliPENTER. We are somewhat at a loss to define our own posi
tion on that, Mr. Waring, because we are dealing with so many 
variables here. For one thing, we don't know what the full duty 
may be at that time. 

Mr. W ABING. None of us does. 
Mr. CARPENTEB. We don't know whether that will afford us ade

quate protection as against refined sugar from other countries. I 
should be quite frank, perhaps, in saying that we do not believe 
that Philippine refined sugar should enter this country, and that 
desideratum of ours we believe should be accomplished by what
ever means seem appropriate, whether through tariff action or 
through the imposition of quotas, or both. 

We do not believe that the refineries in this country and their 
workmen should be called upon to compete with refined sugar from 
an area whose costs are, and very likely will continue to be, so much 
less than the costs to refiners in this country, due particulal'ly to 
lower labor and tax rates in the Philippines. 

Mr. W ARDrG. Your competition would be very limited, would it 
not, if the limitations were restricted by quota, assuming a reason
able quota I 

Mr. CARPENTER. Our principal problem, Mr. Waring, is this. Sugar
refining, however, to be conducted effectively and efficiently, must be 
done on a large scale. We have lost in recent years a very large pro
portion of our volume, which has increased our unit costs very sub
stantially. We have lost this large volume for a number of reasons, 
in the first place, because of the expansion of the beets. We raise 
no issue on that point. We simply state it as a fact. 

The second cause has been the great decline in exports of refined 
sugar. Our exports of refined sugar, which in the years following 
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the war had become extremely important to us, have now dropped 
off to almost riothing. 

Another cause, of course, and a very important cause, has been the 
increase in the importations of tropical refined sugar. 

Of course, the addition of 50,000 long tons of volume to our melts 
does not sound very great when stated in that way. However, when 
looked at in another way it is of considerable importance. For ex
ample, that rep~~sents, of the total consumpti~n a year, the consump
tion on an average of 1,000,000 or 1,100,000 persons in this country. 
Very likely that particular consumption, if it were not supplied by the 
Philippines, would be supplied not by all of the United States refin
eries but by refineries located in the particular areas where that sugar 
could be most cheaply marketed in this country from the transpor
tation standpoint. 

So while if we do not have that 50,000 tons restored to us we cannot 
contend that it would result in putting us out of business, nevertheless 
it is a serious handicap to us not to have it, and its loss was a serious 
handicap. 

Mr. WARING. In the brief there is a statement that is not quite clear 
to me, and I wondered if perhaps you could clarify it here. The 
sentence reads as follows: 
The cane-sugar-reflning industry is the only national industry in the United States 
having foreign competition, actual or potential, which does not have protection. 

That is what I do not quite understand. 
Mr. CARPENTER. I am not clear as to whether you question the 

propriety of that statement .. 
Mr. WARING. I do not understand it. As I understood the situation, 

you were protected to a certain extent by duty and you were pro
tected to a certain extent by quotas which limit the amount of refined 
sugar which may come in. 

Mr. CAlU'ENTER. First, as to duties, Sir; of course, as to the principal 
importer of refined sugar into this country, namely, Cuba, we not only 
have no duty protection but we have minus-duty protection; that is, 
the Cuban refiner sends his refined sugar to this country for a duty 
slightly lower on 100 pounds of refined sugar than we United States 
refiners must pay on enough raw sugar to make 100 pounds of refined 
sugar here. The Cuban refiner, due to an error in the Smoot-Hawley 
act of 1930, is actually given a tariff premium in our market. That 
situation does not obtain with respect to foreign countries other than 
Cuba; and in practice there are but slight importations of refined sugar 
from foreign countries other than Cuba. Of course, there is no duty 
applicable to raw or refined sugar coming to this country from Puerto 
Rico, the Virgin Islands, and Hawaii: 
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As to the refined sugar coming here from the Philippines under 
the Jones-Costigan act, of course, we have the tari1l protection as to 
an excess over the 50,000 long tons brought in during anyone year, 
and we have the export-tax protection beginning in 1940. 

As to quota protection, perhaps that statement to which you refer 
was somewhat ambiguous. It is true that the imposition of quotas 
under the Jones-Costigan act has been extremely helpful to the do
mestic refiners in curtailing or, perhaps I should say, ending for the 
moment, or checking the great increases in the influx of refined sugar 
into this country from the tropical areas. In the case of Cuba the 
quotas reduced somewhat the largest amount of refined sugar previ. 
ously sent to this country by Cuba. 

When looked at from another standpoint, however, these quotas 
have this e1lect: they practically assure these lower-cost tropical pro
ducers of refined sugar an assured position in this market for the 

.. amount of refined sugar which they were permitted to bring in here 
under the quotas. Whether we call that a monopoly in this market 
or not, the fact is that they are permitted to sell here up to the full 
amount of their quota; and in practice we can't buy the raw sugars 
with which to make refined sugar to try to take away the markets that 
these tropical areas are assured of under the Jones-Costigan act. 

Perhaps I should state that a little di1lerently. I do not mean to 
say that the act itself or the regulations or quotas formulated under 
the act say that willy-nilly the full quotas of refined sugar must be 
brought in. But with their substantially lower labor and tax costs, 
the way it gives them an advantage in practice is that all or substan
tially all of their refined quotas do come here and, pro tanto, it reduces 

. the amount of raw sugar that we can buy with which to go out aneJ 
try to take back or take away the market. 

Mr. W AlUNG. Under the quota system, however, the quantity of re
fined sugar that is coming into the country is somewhat reduced over 
past experience. 

Mr. CARPENTER. It is. 
Mr. W AlUNG. I notice in your brief that you request that nothing 

be done by this Committee in connection with the export tax to be 
applied. So long as the quantity of refined sugar permitted to enter 
the United States is limited to 50,000 tons by the Independence Act, 
what interest does your industry have in whether or not export taxes 
are applied' 

Mr. CAlU'ENTER. Well, consistent with what I have said, Mr. War
ing, we should like to discourage the shipment of Philippine refined 
sugar to continental United States. If the eventual imposition of an 
export tax of 25 percent of the . United States full duty would in the 
tenth year deter some of that Philippine refined sugar from coming 
into this country we should like to have that accomplished • 

. 82709-3&-\'01.2-9 
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Mr. W ARINq. Then your thought is that the export tax mi~ht have 
the effect of reducing further the quantity of refined sugar below. 
50,000 long tons' 

Mr. CARPENTER. Yes, Sir. 
Mr. EDMINSTER. Mr. Carpenter, you stated that you favor exclud

ing refined sugar from the Philippines. Does that mean that you 
are in favor of a policy in general of so arranging our tariff struc
ture as to permit no importation of refined sugar from any foreign 
country' • 

Mr. CARPENTER. It does. I think we should follow the salutary 
principle followed by Great Britain, Japan, Holland, and other '. 
leading foreign countries, under which no refined sugar, or, at the 
most, extremely limited quantities of refined sugar, can enter the home
land from tropical sources. 

Mr. EDMINSTER. If such a policy should be followed, would it not 
then become of vital importance from the standpoint of our domestic' 
policy that there should be keen competition in the refining industry 
in the United States' . 

Mr. CARPENTER. I think that goes without saying. But it is our 
position that that keen competition exists. 

Mr. EDMINSTER. That is what I was going to ask next. To what ex
tent does that keen competition exist' 

Mr. CARPENTER. It is our experience that the bitterest kind of 
competition exists in the sale of refined sugar in this country. There 
is not only keen competition at all times, according to my observa.
tion, among the 16 or 18 separate sugar-refining companies which 
make refined sugar in this country, but there is also competition, which 
l understand is yery severe, among the numerous beet factories which 
inake and market refined beet sugar, and among the Louisiana and 
Florida plantations which make so-called ''plantation granulated 
sugar," and competition also to a large extent with these three groups 
among each other and with each other. .... 

This competition was severe enough to keep down the price to 
consumers of sugar in this country, that is, to reasonable levels above 
the current price of raw sugar, before tropical refined sugar ever en
tered this country. 

As a matter of fact, tropical refined sugar, according to my obser
IVation, does not as a rule ever take the initiative in bringing a reduc
tion in prices of refined sugar to consumers in this country. I will 
admit that I do not know particularly about Philippine refined sugar, 
but I understand that it is marketed largely in areas which I am not. 
acquainted with. But as to tropical refined sugar from other sources, _ 
the typical situation is for marketers of that sugar to attach them- . 
selves like leeches to the price structure arrived at by give-and-take' 
in competition among the three groups of domestic sellers of refined 
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. sugar and to lower their prices or raise their prices only when that 
is necessary in order to follow at a differential behind the price named 
by domestic sellers. 

Acting Chairman SAYBE. Are there any further questions of Mr. 
Carpenter' 

Colonel MoDoNAW. What percentage of the total United States 
consumption of refined sugar does that 50,000 tons admitted under 
the Tydings-McDuffie act amount to' 

Mr. CARPENTER. Colonel, do you have in mind only cane sugar or 
· do you want to include beet sugar also ! 

Colonel MoDoNALD. All kinds. 
Mr. CARPENTER. I will let you do your own figuring, if you don't 

mind. I am not a very good figurer myself. But roughly-a.nd Mr. 
Robbins can check me up if I am wrong-the consumption of refined 

· sugar in this country is about 6,500,000 tons . 
. Mr. RoBBINS. Short tons, raw-value. 

· Mr. CARPENTER. Yes; short tons, raw-value. If you convert the 
50,000 long tons into short tons you will get your proportion as 
between the two. 

Colonel MoDoNALD. Between 1925 and 1933 you state the cost of 
production of Philippine refined sugar decreased by 250 percent' 

Mr. CARPENTER. No, I did not. I think you misunderstood me. :( 
was talking about Philippine sugar in general. That was Philippine 
production . 

. Colonel McDONALD. Total production' 
Mr. CARPENTER. Yes. 
Colonel MoDoNALD. The raw and the refined! 
Mr. CARPENTER. Yes, Sir. 
Colonel McDONALD. Have you figures to show the prices to the con~ 

sumers in the United States during that period of time' 
Mr. ROBBINS. The answer to the Colonel's question would be that 

it was less than 1 percent. 
· Colonel McDONALD. That is what! 

Mr. ROBBINS. That is, Colonel, the import of refined sugar from 
the Philippines was less than 1 percent. 

Colonel McDONALD. Now, the second question. 
Mr. CARPENTER. I think I have it, Colonel. I think that is only in 

table form or in graph form. But this graph shows raw- and refined
sugar prices in the United States from 1908 through 1936. 

Colonel McDONALD. And will you submit that for the record' 
Mr. CARPENTER. Yes; I shall be glad to do so. 
(The chart referred to is included in the official file copy of the 

transcript as p. 275; this print, p. 130a.) 
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Acting Chairman SAYRE. Are there any further questions any mem
ber wishes to ask Mr. Carpenter' 
If not, we want to thank you, Mr. Carpenter, for your kindness in 

appearing before the Committee. 
The last witness to appear before the Committee this morning will 

be former United States Senator Harry B. Hawes, who will speak on 
behalf of the Philippine Sugar Association. 

STATEMENT OF THE HONORABLE HARRY B. HAWES, 
ON BEHALF OF THE PHILIPPINE SUGAR ASSOCIA
TION 

. Mr. HAWES. Mr. Chairman and Gentlemen of the Committee: It 
is the intention of the Philippine Sugar Association to present its 
case in the Philippines, where the actual development of sugar occurs 
and where the capital is invested. 

However, I do want to make a request of the Committee, Mr. Chair
man, and that is that we be permitted to read all briefs filed with the 
Committee, for the reason, as developed here this morning, that 
textiles get into the subject of sugar occasionally, and boots and shoes 
may, and other commodities, and we would like to know what the 
opinions of these gentlemen may be on that particular subject; and'~ 
if this permission is not granted we would have no way of knowing 
their opinion. 

In addition, after all, Congress, I hope, will review with approval 
the report of this conference; and the custom in Congress is to make ' 
all of its documents public . 
. I was interested in Mr. Carpenter's statement this morning, but I 

thought he rather ove,remphasized the Philippine situation in regard 
to refined sugar. 

I am not an expert, but a gentleman just handed me a memorandum 
in which the statement is made that we bring into the United States 
each year 659,000 tons of refined sugar. And if Mr. Carpenter's theory . 
is carried out, it will stop 440,000 tons of sugar coming from Cuba, 
some 30,000 tons coming from Hawaii, and 129,000 tons coming from 
Puerto Rico. Yet we are singled out with our little 50,000 tons. 

And even the Chinese are introduced into the argument, although 
we know that there are from 14,000,000 to 18,000,000 Filipinos and 
approximately 60,000 Chinese in all the Philippine Islands. That is 
one reason why we would like to read these briefs, Mr. Chairman, 
because things like that creep in, and we would like to know the 
answer. 

I direct the attention of the Committee to two facts. 
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When the original Independence Act was passed we arrived at 
limitations, fixed at that time on what was called the atat'IUJ g:uo on 
all commodities. 

A few years later, before the Independence Act was actually rati
fied, a new kind of cane was introduced into the Philippine Islands
the same kind that was planted and produced in Java, Puerto Rico, 
and Cuba-and without increasing the acreage the increase in the 
crop was enormous, going so high in 1934 that the crop in that year 
approximated 1,500,000 tons of sugar. 

But since that time the American Government has introduced an 
entirely new theory for the control of sugar, that is, .the Jones
Costigan act, placing on a quota. basis all areas adjacent to and 
formerly doing business with the United States. 

It might be well to keep in mind the fact that after four or five 
months of earnest discussion of a voluntary character the Philippines 
were allotted, as I recall, over 1,000,000 tons of sugar. Since that 
time, either by specific designation of the Congress or by the ruling 
of the Department of Agriculture, coming from its intelligent 
students and from the sugar administration, the Philippine Islands 
were always allotted under all these agreements, arrived at either 
by the Department of Agriculture or by the action of Congress, over 
1,000,000 tons of sugar. I think it went as high as 1,036,000 tons. 

- .Becently the Philippine Government, in order to comply with the 
spirit of the Independence Act, endeavored to enforce some discipline 
in the Islands in regard to the Quota Act, and voluntarily by act 

.. of its Legislature curtailed production. 
'.. In a recent hearing on the new Quota Act we accepted not what 
.. the Philippines can produce, not what the United States Government 

said they could have produced, but we reduced our quota-basis to 
that prescribed in 1931, to 850,000 long tons or approximately 973,000 
short tons-an absolute curtailment of more than 63,000 tons of sugar. 

I cannot help but. contrast that action with Mr. Carpenter's state
ment that he wants to take away the little 50,000 tons of refined 
&ugar out of a total of 659,000 tons of refined sugar that come to our 
shores. 

I may be getting away from the original thought, but when we con
sider other trade relations we cannot forget the fact that the Philip
pines today are under the sovereignty of the United States. 

They cannot pass a law affecting customs, coins, or currency with
out the approval of the President of the United States. Their 
Supreme Court decisions are reviewable by our Supreme Court. 
They cannot pass a law in relation to their foreign trade. Every 
element of sovereignty is retained by the United States. 

Mr. Chairman, I have observed in the last two or three years, 
since the Quota Act went on our statute books, that continental beets 
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and continental cane understand that under the quota system the 
sugar coming from the Philippines is limited. And they also under
stand that the American consumer requires 6,500,000 tons of sugar 
annually. So domestic beet and domestic cane must (at least at the 
present time) be supplemented by 4,500,000 tons of sugar coming 
from offshore-non-continental sugar. And of that amount the pro
portion coming from the Philippines, if divided under the quota 
system, would not prove to be a very attractive lure to any particular 
area.. , 

Mr. Chairman, I do not desire to occupy your time unnecessarily; 
our expert is not here this morning: Mr. Rafael A. Alunan is absent 
from the city. 

With your kind permission, extending us the privilege of finding 
out what boots and shoes think of sugar, and what textiles think: of 
sugar, and possibly tobacco and some other commodities, which we can 
only arrive at after reading the briefs, we desire the privilege of 
examining all briefs and then presenting our case in the Philippines, 
where the capital is invested and the sugar is grown. 

Acting Chairman SURE. Are there any questions by any members 
of the Committee' 

Mr. W ABING. Mr. Chairman, in regard to the matter of publicity 
which Senator Hawes a~d others have raised, the Committee haS 
decided-and did so some days ago-to include the briefs in the steno
graphic record of the hearing, so that they will all be available 
together. 

Mr. HAWES. That is fine, Mr. Waring. 
Acting Chairman SAYRE. Are there any questions anyone would 

like to ask Senator Hawes! 
(No response.) 
If there are no questions to be asked, we wish to thank you very 

much, Senator, for appearing before the Committee. 
The Committee will now adjourn until tomorrow morning at 10 

o'clock. 
(Thereupon, at 12: 30 o'clock p.m., an adjournment was taken until 

Wednesday, June 23,1937, at 10 o'clock a.m.) 

Annex 1 

VOLUNTARY LIMITATION OF SWPMENTS OF JAPANESE COTTON 
TEXTILES TO THE PHILIPPINE ISLANDS' 

The Japanese Ambassador called on Mr. Francis B. Sayre, Assistant Secretary 
of State, on October 11, 1935, and stated that the recently formed Association of 
Japanese Exporters of Cotton Piece Goods to the Philippine Islands wUl, for a 

• Department of State Pre,s Relea8e of October 13, 1935. 
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perlod of 2 rears beginning as of August 1. 1935, and provided there Is no in
crease In the Philippine tariJr on cotton piece goods, voluntarily limit imports of 
Japanese cotton piece goocls Into the Philippine Islands to a figure not to exceed 
45,000,000 square meters annuallr. 

This volUntary action on the part of the Japanese .textile exporters should 
materlallr Improve the position of American cotton textlles In the Philippines, 
Blnce It will reduce substantlslly the quantity of Japanese textiles supplied to 
that market. The maximum established for Japanese shipments to the Philip
pines during each of the next 2 years, 45,000,000 square meters, can he compared 
with 59,790,000 square meters shipped during the 12 months preceding September 
of this year, and with a total of 56,356,000 square meters during the calendar 
rear 1934. 

The Islands are now importing cotton goods at the rate of more than 95,000,000 
square meters annually, not more than 5 percent of this total coming from 
countries other than the United States and Japan. On" a value basis, the United 

.. States will nndoubtedlr supplr a much larger proportion than Japan during the 
next 2 rears. It Is anticipated, on the basis of available figures, that the value of 
Imports from the United States under the new arrangement will be approxi
mately twice the value of Imports from Japan. 

The Japanese cottou·textUe interests, taking cognizance of the recent agitation, 
both In the United States and In the Philippine Islands, for increases In the 
cotton-textile schedule of the Philippine tariff, are voluntarily taking action 
regulating their shipments to the Philippine Islands In an effort to stabilize that 
market. It Is believed that a careful consideration of all the factors Involved 
will Indicate that this action should prove beneficial to the cotton-textile indus
tries of both the United States and Japan, without prejudicing the Interests of 
the people of the Philippine Islands or In any way obligating the Philippine 
Government. 

The Governments of Japan and the United States have found themselves In 
entire agreement upon this method of handling a situation which might otherwise 
lead to increasing conflict between their competing commerclal Interests. By 
their joint efforts to secure mutually satisfactory adjustments, the United States 
and Japan demonstrste their ability to solve the various economic problems 
which are of concern to the two peoples In a way that will couserve and safeguard 
the legitimate interests of each. 

Textlle markets In the Philippines, as elsewhere, are subject to seasoual varia
tions and to various unpredictable Influences.' It is provided, therefore, that 10 
percent of the maximum annual figure shall be flexible: that Is to say, If impor
tations into the Phlllppines of Japanese cotton-textile goods during the first year 
exceed or are less than the amount of 45,000,000 square meters, such excess or 
balance (In no case to exceed 4,500,000 square meters) shall be subtracted from 
or added to the allotment for the second year; and, further, that the semiannual 
volume of Imports will not exceed 26,000,000 square meters In anyone semester. 

Imports Into the Philippines of cotton goods from Japan, as well as from 
other sources, may vary to some extent month by month, but the voluntary 
annual llmitation established by the Japanese exporters will permit average 
monthiy shipments during the next 2 years of only 3,750,000 square meters, in 
contrast to an average of 5,000,000 square meters per month shipped during the 
year endmg September 1, 1935. 

In the calendar year 1934, Japan supplied, on a quantity basis, 52.7 percent of 
the Philippine market for cotton textiles, while American exporters supplled 
40.5 percent. Consumption In the Philippines In the present year (1935) has 

; fallen off to some extent, the decrease being due particularly to the restriction 
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of sugar-production. Importations of Japanese cotton textiles increased, how
ever, in the first-8 months of this year, at the expense of American and European 
textiles, supplying in quantity 57.7 percent of the market as against 37.7 percent 
for American exports. 

American textiles arl! sold free of duty in the Philippines, whereas imports 
from other sources pay a substantial duty. As a result of this protection and 
of consumer preference -and other market factors, the value of American cotton 
cloth sold in the Philippines has been considerably greater than that sold by 
Japan, even when the quantity sold has been iess. During the first 8 months 
of 1935, tbe. value per square meter of American goods imported into tbe Philip
pines wa~ twice as great as that of Japanese cloth, tbe total value of these 
imports from the United States during that period being $3,Z77,OOO as compared 
with a total volume of $2,456,000 for imports from Japan, wbile the quantity 
imported from tbe United States was 24,790,000 square meters as compared 
with 37,973,000 square meters from Japan. ," 

Prior to 1934. Japan supplied amucb smaller share of tbe Pbilippine market 
tor tbese products than did tbe United States, the Japanese furnishing 2:1 per
cent in tbe 4 years 1900-33, as compared with 57 percent from the United States .• 
Tbe arrangement announced today represents, therefore, an adjustment between 
tbe position of Japan in the Philippine textile market in the last 2 years and that 
held by her in the preceding years. 
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PROCEEDINGS OF JUNE ';23, 1937 

Ib:Am:NG ROOM, ,'O.S. TARIFF CoMMISSION, 
WASHINGTON, D.C., 

Wednesday, J'III1I.e_ e~"937.. 

The hearing before the Joint Preparatory Committee on' Philippine 
Mairs was resumed at 10 o'clock a.m. . ~ 

Pre8ent: 
The Honorable FRANCIS B. SAYBE, Acting Ohairman; 
Mr. JOSEPH E. JACOBS, Vice Ohairman; 
The Honorable JosE Ym.o, Vice Ohairman; 
Mr. CoNRADO BENITEZ; 
Mr. LoUIS DOMERATZKY; 
Mr. LYNN R. EDMINSTER; 
Mr. JOAQUIN M. ELIZALDE; 
Colonel DONALD C. MoDoNALD; 
The Honorable QUINTIN PAREDES; 
Mr. CAUL B. RoBBINS; 
The Honorable JosE E. RoMEBoj 
The Honorable MANUEL Rousj and 
Mr. FRANK A. W AlUNG. 

Acting Chairman SAYBE. The next witness to appear before the . 
Committee will be Mr. Micou. 

STATEMENT OF MR. C. M. MICOU, ON BEHALF OF THE 
NATIONAL FOREIGN TRADE COUNCIL, INC. 

Mr. MIcou. Membel'l!l of the Joint Preparatory Committee on 
Philippine Affairs: The parties and associations which. have ap
peared before you to date have presented their viewpoints upon the 
effect of the economic provisions of the Tydings-McDuffie act upon 
their own particular businesses and certain broader considerations 
a1fecting general trade with the Philippine Islands. I understand 
that the Committee has commendably arranged to hold further 
hearings in San Francisco on July 21; 22, and 23, in addition to the 
hearings scheduled to be held in the Philippine Islands. These 
hearings o1fer an opportunity for each affected industry to be h~ard. 
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It is peculiarly the function of a national organization such as the 
National Foreign Trade Council, Inc., representative of all foreign 
trading interests in this country, to consider the trade with any 
particular country frpm the broad viewpoint of general policies on 
foreign trade affecting all countries. In this regard the National 
Foreign Trade Council, Inc., may be considered to bring to bear on 
the trade with the Philippines a fresh viewpoint, for that trade has 
for nearly 40 yell-rs been considered territorial rather than foreign 
trade. Only since the enactment of the Tydings-McDuffie act and 
its . acceptance by the Philippine Legislature could Philippine trade 
be considered a natural concern of the National Foreign Trade 
Council; ., ' • 

I am sure that all those who have appeared before your Committee 
have fully appreciated the heavy responsibility and duty imposed 
upon you. The legislative record and the fact of your appointment 
considerably in advance. of the final date fixed in the Tydings
McDuffie act emphasize that responsibility. 

The significant fact in the legislative record is that despite the 
great pressure for political independence of the Philippine Islands, 
the Philippine Legislature, by Concurrent Resolution No. 46 (9th 
Legislature, 3d sess.), rejected the earlier Hare-Hawes-Cutting Inde
pendence Act for the reason, among others, that: 

The provisions of the law a1fecting trade relations between the United States 
and the Philippine Islands would seriously imperil the economic, social and 
politlCllll Institutions of this country and might defeat its avowed purpose to 
secure Independence to the Philippine Islands at the end of the transition 
period. 

It is quite apparent that the revised Independence Act, the Tyd
ings-McDuffie act approved March 24, 1934, did not respond fully 
and completely to the desires of the Philippine people regarding 
future trade relations after independence shall have become effective 
on July 4, 1946. Section 13, pursuant to which this Committee has 
been formed, expressly recognized the necessity of formulating rec
ommendations as to future trade relations between the Government 
of the United States and the independent Government of the Philip
pine Islands. The report of the United States Tariff Commission 
(No. U8, 2d ser., 1937) and the testimony now being taken by your 
Committee are eloquent of the necessity of more definite, specific, 
and satisfactory arrangements if the trade between the Philippine 
Islands and the United States is to be maintained. The fact that 
the revised Independence Act has been accepted by the Philippine 
Legislature' shows the reliance which was placed upon your Com
mittte to recommend, and the Congress of the United States and the 
Legi~ature of the Philippine Islands to adopt, measures really ade
uuate to protect the trade relations between the United States and 
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the Philippine Islands, so as not to imperil the economic, social, and 
political institutions of the Islands, nor defeat. the avowed purpose 
to secure real and effective independence at the end of the transition 
pe~ ... 

Mr. Thomas, president of the National FQreign Trade Council, 
will direct his remarks iri greater detail to the status, volume, and 
importance of trade with the Philippine Islands and the effect of ter
mination of the virtual free-trade status now existing, subject to cer
tain quota restrictions. It will be his province to outline the attitude 
of the National Foreign Trade Council and its members toward the 
questions of Philippine trade. 

I now propose to discuss in their general aspects thethtee view
points from which the question of future Philippine trade may be 
regarded and whether they give rise to conflict. 

The first viewpoint is that of the duty of the United States toward 
the Philippines. The course seems clearly marked. 

Whether wisely or unwisely, when the 10-year period for equal 
treatment of Spanish trade stipulated in the Treaty of Paris expired, 
the Philippine Islands in 1909 opposed the extension to the Philippine 
Islands of the principle of free trade with the United States. Despite 
such opposition, the free-trade status was granted or imposed, ac
cording to one's viewpoint, and from the material aspect the results 
have been marked economic development. 

It would be presumptuous to cite figures to this body of experts, 
but it will suffice to refer to table 3 of the United States Tariff Com
mission Report No. 118, second series (1937), showing a growth of 
Philippine exports from an average of $46,000,000 in the period 
1909-14 to an average of well above $100,000,000 from 1919 through" 
1935. The significant facts shown in the Tariff Commission's table 
are that the percent of Philippine exports to the United States in
creased during that period from 43 percent to an average of nearly 
80 percent, showing the increased dependence of Philippine trade 
upon the United States market. 

Philippine imports from the United States have also shown sub
stantial increases under the free-trade regime and a favorable balance 
of trade unbroken for a period of 13 years. It is significant that dur
ing this IS-year pel"iod of favorable trade balances, from 1923 through 
1935, the favorable trade balance of the Philippine Islands with the 
United States alone has been greater than the favorable trade balance 
of the Philippines in its trade with all countries. This indicates that 
while the exporters of the United States may have a selfish interest 
in the maintenance of the purchasing power of the Philippine Islands, 
American exporters have not been the sole beneficiaries of the pur
chasing-power of the Philippines created by American purch!.Ses of 
Philippine products. 
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One important feature of the economic situation of the Philippine 
Islands, which -the Tariff Commission report does not seem to' bring 
out, is the proportion of Philippine production which goes into ex

. porttx,de and the relative dependence of the Philippine Islands upon 
its export trade. It is hoped that the Committee will obtain and 
publish authoritative figures on that point. 

Figures are given for one important industry, the report showing 
on page 118 that approximately 80 to 90 percent of coconut products 
are exported and'of these exports 75 to 85 percent in value go to the 
United States, a dependence upon United States markets for roughly 
60 to 75 percen.t of one of the important products of the Philippine 
Islands. . .... . . 

From other data available it is apparent that it would be difficult 
to find within the United States a section of the country or even one 
particular industry so completely dependent as are the Philippine 
Islands and their principal products upon one foreign market. 

As an illustration to bring home to the average American citizen 
the effect of the termination of the free-trade status as between the 
Philippine Islands and the United States, let us consider for a moment, 
as a supposititious case, the effect of political and economic independ
ence for the largest State of the Union, Texas. Texas obviously. 
could not for many years even approach the economic independence 
which the United States as a whole now has. The effect upon the 
rest of the Uruted States of subjecting Texas oil, meat products, and 
cotton to duty would not be nearly so severe upon the rest of the 
United States as would be the effect on production and values in 
Texas of depriving the State of the duty-free, competitive market 
.:which it now enjoys in the rest of the United States. 

With this simple illustration it is readily apparent that political 
dismemberment, if accompanied by economic dismemberment, from 
an organized political and economic society will inevitably disrupt 
existing channels of trade. It cannot but result in the splitting up 
into a greater number of economic hegemonies and the creation of 
additional artificial barriers of trade. Noone can doubt that the 
fundamental economic strength of the United States lies in the extent 
of territory and variety of products freely interchangeable without 
the hindrance of trade barriers. This strength inures to the benefit 
of all participants in that economic society, and ilie dismemberment 
of any portion of it naturally weakens the two parts into which it is 
divided. 

Without claiming generosity toward or the bestowal of favors by 
the United States upon the FilipinQ people, for the advantages of 
free trade have been mutual, we must recognize that the termination 
of free trade will harm both countries. From this viewpoint, there
f~re, it. is clear that if. the Filipino people, through their established 
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government, desire a continuance of reciprocal free trade, or a modi
fication in the form of a preferential agreement, the United States, 
respoilsible as it is for imposing upon the Filipino people the free
trade status, would be derelict in discharging the responsibility 
which it assumed if it should deny a request to such effect if'made 
by the Filipino people. 

The second viewpoint from which future Philipi>in~' trade must 
be considered, is the possible effect of the continuance of free trade 
or preferential treatment of the Philippines upon the position of 
leadership which the United States has taken and the policies it has 
urged in removing trade barriers a.nd permitting trade td flow in 
normal channels. . 

The very suggestion of reciprocal free trade -or ia."Preferential 
trade agreement suggests conflict with the position the United 
States has taken against so-called "preferential agreements" by other 
nations, particularly the preferences' within the British Empire and 
the preferences which Japan is creating in Manchuria. The sug
gestion of conflict, however, is one which on analysis appears to 

arise more from the nomenclature adopted than from the import 
and effect of the arrangement or agreement considered. 

To determine the real policies involved, it is necessary to examine 
their fundamental purposes and effect rather than their label. 

The United States has consistently opposed governmental subsi
dies and other forms of dumping. The United States has consist
ently opposed exchange restrictions and clearing and compensation 
agreements, the effect of which has been to divert purchases of the 
restricting country from their normal suppliers to purchasers in 
countries which purchase from the country imposing the restric
tions. Their net effect is ultimately to restrict trade and reduce. 
purchasing-power. 

The United States has consistently opposed preferential tari.fl's, 
the purpose of which was to divert trade from normal channels. In 
this classification fall the preferences within the British Empire 
created so shortly after the British departure from free· trade to 
protection and the preferences which Japan is creating in Man
churia, diverting the trade of that country from the normal channels 
theretofore existing. 

The underlyin~ ;principle of the policy of the United States in 
opposing all of the practices just mentioned is the. policy to avoid 
artificial restrictions and the dislocation of trade, to oppose measures 
desi~ed to divert trade as distinguished from those designed merely 
to preserve trade. . 

That the present administration had not been unmindful. of these 
considerations is shown by the conclusion of a. preferential trade 
agreement with Cuba., to whom the respon~ibility of the United 
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States can hardly be said to be as great as its responsibility toward 
the Philippines. 

It is further' shown in the reservations made in various recent 
trade agreements. When these agreements were negotiated, Cuba 
was a foreign country. The Philippine Islands were not as yet a 
foreign country, but the possibility of their becoming such was 
definitely provided for. To reserve the right to accord preferential 
treatment to the Philippines, after independence, as is accorded to 
Cuba, article 1~ ~J the French agreement specifically provides that 
the advantages now accorded or hereafter to be accorded by the 
United States to the Republic of Cuba shall be excepted from the 
operation of tlieagreement, including the most-favored-nation clause, 
and like provision is to apply to advantages now or hereafter ac
corded by the United States to the Philippine Wands, ''irrespective 
of any change in the political status of the Philippine Islands". 

Similar provision has been made in numerous other trade agree
ments, including those with EI Salvador, Nicaragua, and Costa Rica. 
The analysis prepared by the State Department of general provisions 
and reciprocal concessions of the Salvadoran agreement states: -

Article XIV defines the territorial application of the agreement and contains 
the customary exceptions to the pledge of most favored nation treatment in 
respect of United States relations with Cuba and the Philippines. 

Obviously, therefore, the United States has left the door open in 
these trade agreements, as presumably it will continue to do, to ac
cord special advantages or preferences to the Philippine Islands. 
Such reservations, of course, cannot be considered as administrative 
sanction for a policy of mutual advantages or preferences, but merely 
as a commendable precautionary measure to preserve the right to 
accord the same. . 

The third viewpoint from which the questions of future Philippine 
trade may be considered, and one which we venture to discuss with 
some hesitation since it borders upon political rather than economic 
questions, is the leadership which the United States has asserted in 
granting independence to hitherto dependent peoples. 

This viewpoint, of course, has its important economic aspects. If 
by abruptly terminating the free-trade status of the Philippines the 
action of the United States should result in economic distress to the 
Philippine Islands, the United States wil! leave a record of failure in 
its guardianship. If the United States; ~y abruptly terminating the 
free-trade relationship, causes serious dislocations of trade and leaves 
the Philippine Islands prey to the same trade-restrictive measures 
which it denounces-dearing and compensation agreements and other 
forms of trade restrictions to which economically dependent nations 
have been forced-it will have done much to thwart the fundamental 
policies toward which it has endeavored to lead. 
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If the United States furthers the policy that severance of economic 
relations should in every case follow political independence, the 
United States will have established B precedent which will militate 
against the granting of political independence by other nations to 
peoples dependent upon them. If, conversely, economic dependence 
is the inevitable concomitant of political dependencefB further incen
tive will be given to territorial conquest by nations with imperialistic 
ambitioD& 

Reviewing the three viewpoints from which the future of Philip
pine trade has been considered, it seems clearly apparent that if the 
Filipino people deem it advantageous to them, the res;ponsibility of 
the United States toward them is such as to impose upon the United 
States a duty to accord continuing trade advantages tQ the 'Philippine 
Islands after the date set for independence, upon mutually satisfac
tory terms, to the extent necessary at least to maintain existing chan
nels of trade; that regardless of the label placed upon the agreement 
necessary to give effect to this, the preservation of existing channels 
of trade and the avoidance of the creation of artificial trade barriers 
are entirely consistent with the fundamental policies of the United 
States and are to be sharply distinguished from preferential agree
ments the purpose and design of which is to divert trade from estab
lished channels and to create artificial markets for products; that 
economic independence need not follow hand in hand with political 
independence, but on the contrary, the imposition of economic in
dependence where trade is in fact in a dependent status, will be a 
deterrent to the commendable movement toward granting political 
independence in other instances where also it may be highly deserved. 

Acting Chairman SAYRE. I wonder if there are any questions that'
any member of the Committee would like to ask' 

Mr. ROBBINS. Would you like to place in the record a brief state
ment of the nature of the National Foreign Trade Council and its 
functions' . 

Mr. M!ootJ. I think Mr. Thomas, the president of the Council, will 
be only too glad to do that. I think he plans to do it. It would come 
more appropriately from him. 

Mr. WAllING. Mr. Micou, do I understand that you are advocatiDg 
a permanent preferential relationship' . 

Mr. M!ootJ. Not necessarilYe~' Waring. I think the statement 
can be summarized by saying that we advocate what is necessary at 

. least to preserve existing channels of trade. If, in the ultimate 
future that can be preserved on a non-preferential basis, as I under
stand it, the Council is taking no position opposed to that. 

Mr. WAllING. Would not the preservation of existing channels of 
trade lead to a multiplicity of rates, perhaps' I have in mind the 
fact that certain products from the Philippines may be able to stand 

82109-38-TOL 2--10 
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a certain percentage of a tariff barrier, but others could not at all. 
Did you have that in mind W 

Mr. MICou. From my scant knowledge of the situation I can't 
imagine that tp.at would be the case. I am merely a lawyer and not 
a .businessman. l' had the impression, for instance, that the provi
sions for export. taxes in the Tydings-McDuffie act are more or less 
arbitrary provisions which would apply unequally in ultimate effect 
to different industries. For instance, one might survive one year, but 
others might survive three or four years. 

Mr. DOMERATZKY. Mr. Micou, you have endeavored to draw a dis
tinction between cert'ain preferentials on the part of European coun
tries that serve to divert trade in connection with the anticipated or 
desired arrangement with the Philippines. I wonder if that distinc
tion would apply to certain cases. For instance, I wonder if you know 
our textile trade in the Philippines is having great difficulty-I am 
referring to cotton textiles-in competing with the Japanese textile 
trade. It would be a little difficult for the United States, I think, to 
convince Japan that any further effort on our part to strengthen the 
position of American cotton textiles in the Philippines on a prefer
ential basis would really be a movement for the preservation of trade; 
and Japan might claim, with some justification, that it is a movement 
to divert trade from the natural channels. 

Mr. MICou. In other words, you consider that trade in a state of 
flux rather than in a static state' 

Mr. DOMERATZKY. Trade is very seldom in a frozen state; it always 
fluctuates or tends to do so. 

Mr. MIOou. I can see exceptions to almost any principle. In fact, 
. this very kind of argument, making a distinction regarding non
preferential policies generally, is an exception to a general principle. 

On those particular industries I am sure Mr. Thomas will be in a 
much better position to express a view. 

Acting Chairman SAYRE. Are there any questions that any member 
of the Committee would like to ask Mr. Micou' 

(No response.) 
If not, we thank you very much, Mr. Micou. 
The next witness to appear before the Committee will be Mr. E. P. 

Thomas, chairman of the National Foreign Trade Council. 

STATEMENT OF MR. E. P. THOMAS, PRESIDENT OF THE 
NATIONAL FOREIGN TRADE COUNCll.., INC. 

Mr. THOMAS. Mr. Chairman: May I ask that the record show that 
I am president of the National Foreign Trade Council, Inc. 

Mr. James A. Farrell is chairman. 
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The National Foreign Trade Council, Inc., and its affiliated associa
tion, represents approximately 500 of the leading exporters, foreign
trade banks, shipping companies, and other institutions, most of 
which are engaged in business with, or affected by our relations with, 
the Philippines. We come before this Committee, therefore, not in 
the interest 'of any specific product in Philippine-American trade, but 
in the national concern. 

The National Foreign Trade Council, in an endeavor to secure 
specific information on the possible effects of Philippine economic as 
well as political independence, sent a questionnaire to II: selected list 
of American exporters requesting information as to the general effect 
upon their business in the Islands if their products were subjected to 
a tariff similar to that imposed on foreign products. The firms circu
larized were also requested to express their opinion as to whether a 
preferential tariff would be necessary in order to enable them to main
tain their business. The firms circularized represent manufacturers 
of chemicals, food products, machinery, pharmaceutical products, tex
tiles, and miscellaneous products, as well as general export merchants. 
Of the replies received and tabulated, about 40 percent indicated the 
prospective complete loss of their exports to the Philippines, while 
55 percent indicated that their sales would be considerably reduced. 
The balance of about 5 percent indicated that the application of duties 
would not affect their sales, although such sales would be consider
ably restricted through a decline in Philippine purchasing-power. 
There are three specific factors which will affect our exports to the 
Philippines in the event of a complete severance of trade protection 
under mutual tariff concessions. First, application by the United 
States of full tariffs against Philippine products would, of necessity, 
reduce both the value and volume of Philippine exports and bring 
about a corresponding decrease in Philippine purchasing-power to 
the consequent detriment of American goods; secondly, it would, 
through the increased cost of such goods, bring about a decline in 
the volume of American goods entering the Philippine market; 
thirdly, removal of all tariff preference on American goods would 
result in the complete loss or shrinkage of the Philippine market for 
many American products, owing to the inability of American pro
ducers to compete on equal terms in neutral markets. with similar 
foreign manufacturers. 

Another feature which is of considerable importance and with 
which the State Department is thoroughly familiar, is the vulner
ability of a country placed such as the Philippines would be to the 
insistence of European nations for the negotiating of compensatory 
trade agreements. There are several examples where European coun
tries have threatened to place an embargo on the products of a given 
country unless such country agreed toJrade on a barter basis. Where 
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threats are not ~sorted to, European countries, and more specifically 
Germany, have outlined a program of increased consumption of the 
products of a given country. The general effect of such an operation 
has been that Germany has secured, against credits exchangeable only 
for German goods, raw materials of international consumption, the 
excess of which beyond German requirements are disposed of for 
cash in the normal consuming markets. Let us consider a possible 
case of Germany.securing coconut oil from the Philippines. Germany 
would not pay for this coconut oil in currency of international cir
culation but would issue a credit exchangeable only "for German 
goods. Germany could then dispose of the coconut oil in the United 
StateS and receive from American consumers the value of German 
exports to the Philippines. The American tariff on coconut oil, re
ceived through German sources, would not act as a deterrent to its 
entry to the same degree as if shipped directly by the Philippine pro
ducers, as any tariff would be taken care of through Germany's 
current subsidizing of exports, to which must be added Germany's gain 
through securing gold or its equiValent through the resale of the 
coconut oil. The foregoing is not imaginary, but is based on actual 
fact and occurrences in Germany's operations with other countries. 

The present administration in Washington has recognized that 
world. prosperity and international political and financial stab~a
tion can only be secured through the untrammeled international 
exchange of goods. .Any attempt to name at this time a specific date 
after which the Philippine Islands would be thrown upon their own 
resources would be, in our estimation, a most unnatural act on the 
part of the United States. It would be analogous to the situation 
of a parent specifying a date after which a son should depend ex
clusively upon his own capability to earn a living, irrespective of the . 
child's complete dependency and inability to exist without adequate 
help. 

This Government undertook the fiduciary responsibility for the 
economic sustenance of a group of people, now 15,000,000, and we 
cannot lay down this burden without sufficient reciprocal preference 
after giving them independence. Deprived of their present advan
tages and living conditions, they will revert in time to their status of 
40 years ago. No matter what transition period might be fixed for 
effecting economic as well as political independence, no one can 
predict at this time what the conditions may be in 1946, and whether 
the Philippines will then be in a position to maintain an independent 
economic position without sacrificing many of the living standards 
to which its people have become accustomed and which may be solely 
maintained by preferential admission of their products to the United 
States markets. 
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The continued prosperity of the Philippine Islands is an important 
factor in the prosperity of the United States, as they rank ninth as a 
customer and seventh in our imports. 

The Islands have a great future if sustained by preferential trade 
with us, consuming American products of a class and in per-capita 
quantity far in excess of any oriental country. As an indication 
of the Islands' potential consumption, the value of our 1929 exports 
to them included products of American agriculture in excess of 
$30,000,000, or approximately 40 percent of our total exports to the 
Philippines. 

Let us consider another relative analogy, the mutually beneficial 
results of the Cuba-United States interrelationship. This relation
ship was of identical origin with that of the Philippines, with this 
difference, however, that Cuba became an independent republic while 
the Philippines continued in the status of an insular possession, for 
which our initial payment was $20,000,000 and our subsequent invest
ments $200,000,000. America certainly has no greater responsibility 
toward Cuba than toward the Philippines. No one will deny the 
necessity and mutual advantage of maintaining the preferential 
status quo of the Cuba-United States trade relations, recognizing the 
political and economic chaos into which Cuba was plunged for years 
bEl fore the present reciprocal agreement. It would appear incon
gruous, if not fatal, to deny the peoples of both countries the mainte
nance of their existing economy. The policy of our administration is 
to restore the flow of international commerce to a normal basis. 
Whatever extent of economic assistance may be necessary is as im
portant to the Philippines after independence as it was to Cuba in 
1934. Not only would the severance of preferential ties be economi
cally unsound, until they can stand on their own feet and market 
their products to the rest of the world (from which they have been 
excluded as to 79 percent of their exports for nearly 40 years), but 
from a fiduciary obligation there is no possible basis for differentiat
ing between the two dependent countries-Cuba and the Philippines. 

Economic ties rooted in nearly 40 years of close relationship should 
not be weakened by neglect to apply bilateral measures for their 
continued preservation in substantial form, rather than severance by 
unilateral tariff-making by the United States Congress, disguised as 
excise taxes. . 

In 1936 our total exports to the Islands amounted in value, accord
ing to Philippine figures, to approximately $63,000,000, and imports 
to $108,000,000. The importance of this export trade to our national 
economy and employment lies in the fact that it is composed mainly 
of manufactured products: textiles, wheat flour, chemicals, machinery, 
electrical equipment, automobiles, galvanized sheets, wire and steel, 
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evaporated and,condensed milk, canned fruits and vegetables, and so 
forth. 

Our imports from the Philippines are chiefly sugar, cigars and to
bacco, hemp, coconut oil and products, and so forth, which, in 1936, 
represented about 79 percent of total Philippine exports to all coun
tries. We have encouraged large American investments in the Islands, 
based upon reciprocal free-trade relations. If the United States is to 
share in the expansion of trade in the Far East, its strategic position 
in the Philippines cannot be treated as of negligible account. 

The future of American trade in the Pacific area is bound up with 
our capacity to find markets there for American-manufactured prod
ucts. .. Of the total value of our exports two thirds comprise finished 
manufactures. Our national economy, in the past 30 years or more, 
has been dependent more and more upon our ability to sell abroad 
the finished products of our factories. In the undeveloped countries 
of the Far East lies our greatest hope for future expansion of this 
trade. China and the Philippines are the two great undeveloped 
areas that are a challenge to American enterprise. 

The standard of living in the Philippines is higher than in any 
other part of the Far East, owing almost entirely to the free-trade 
arrangements that exist between the Islands and the United States and 
to the general influence upon domestic living by the Americans resident 
there. The Philippines export about 50 percent of their total agri-. 
cultural production. Any sharp decline in these exports to the United 
States would inevitably bring about a serious decline in their present 
standard of living. 

The Philippine-American Trade Association is the authority for the 
statement that if Philippine products are made dutiable by the United 
States, total exports from the Islands, estimated upon the basis of 1935 
figures, will decline by at least 70 percent. This merchandise at pres
ent has no other outlet. With this enormous decline confronting the 
Philippine Government, the financial and general situation in the 
Islands would precipitate a crisis of major proportions which the 
United States could not view with indifference. Both material and 
moral considerations must induce the United States, by measures an
ticipatory of such a crisis, to take a broad and sympathetic view of its 
present stewardship. Political and selfish interests that would isolate 
the United States from the problems that may beset the future inde
pendent Philippine Republic, fail to take account of the repercussions 
throughout the Far East and the effects of these upon the prestige 
and general interests of the United States in the Pacific. 

Until July 4, 1946-unless the period is shortened by mutual agree
ment-the Philippines cannot enter into a trade agreement with the 
United States. The Reciprocal Trade Agreements Act applies only 
to "foreign" countries. 
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The imposition by the United States of quotas, and other modifi
cations provided by the Independence Act, undoubtedly give ground 
for the fear entertained by Pr>..sident Quezon, that this gradual process 
of subjecting Philippine goods to export taxes will mean for the 
Islands a gradual decline in prosperity, ending in 1946 in domestic 
conditions which will tax the utmost resources of the young govern
ment to overcome. American guardianship, which has accomplished 
so much for the Islands during the period of American occupation, 
cannot be withdrawn after 10 years' probation without seriously 
handicapping the economic development of the Philippines. 

The die has been cast, however, and the Independence Act is Amer
ica's answer to the Philippine demand for complete independence. It 
is not the last word, since President Quezon desires continuance of 
close economic relations with the United States. A new deal seems 
called for, if the United State.>, taking the long view of its interests 
in the Pacific, sees in the decline of prosperity in the Philippines
inevitable under present arrangements-a. blow to its prestige in the 
Far East and a serious handicap to its trade interests in that region. 

I now quote recent authoritative opinion from Philippine and Amer
ican sources, to which I ask this Committee to give serious considera

·tion: 
The exports of a number of Philippine products will slowly hut steadily 

dlmlnlsh and, In some cases, finally end. The imposition of export duties on 
coconut oil, even though but 5 per L-ent of the United States duties, will probably 
Iln1sh the coconut oll Industry In the l1rst year. If it is not finished in the first 
year It surely will be In the second year, when the export duties aft' raised to 
10 per cent. It is also probable that when the export duties begin to be applied 
cigar shipments to the United States will cease, for the United States' import 
duties on cigars are very high, amounting to several times their value. Any 
imposition of export duties, therefore, probably will close the United States 
market to Philippine cigars. 

The same thing probably Is true of buttons, hats, embroideries, cordage and a 
number of minor products. If exports do not cease In the l1rst year they are 
very likely to cease In the second or third year. Sugar probably will. be able to 
survive the I) per cent duty which will be imposed In the l1rst year and possibly 
even the higher duties In the second and third years, although this will to a 
considerable degree depend on the price of sugar. Estimates which have been 
made. however, and In particular by the Philippine Economic AssOCiation, Indi· 
cate that before the tenth year (of the Commonwealth) the United States market 
will be closed to Philippine sugar. , 

ThIs third period (of the three into which the ten years prior to Independence 
Is divided) will therefore be a period of liquidation and of the drying up of the 
110w of exports to the United States. In the fourth period-that is, after the 
Independence of the Philippines has been recognlzed-the flow of exports to the 
United· States will practically cease. No sugar, no coconut oil, no cigars, no 
buttons, no cordage, no embroidery can possibly be sold in the United States 
over the tarur wall which there has been erected. Exports from the Philippines 
wlil, when free trade ends, be reduced to less than what they were a generation 
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ago. The outlook for the Philippines is, therefore, as the law now stands, very 
black indeed. , 

This view is not confined to the affected interests. It Is strongly emphasized 
also in the report issued by the United States Tari1f Commission. This report 
declares that "with the loss of preferential treatment in the United States 
market after Independence, the Philippines will be obliged either to curtail 
sharply or to discontinue altogether their exports of such commodities as coco
nut ou. cigars, embroideries and pearl buttons." 

"As a consequence," the report continues, "American exports to the Islands 
wili probably decliDe -as soon as Philippine export taxes come into operation 
because 'with a curtailment in export credits the Islands must perforce restrict 
their imports'." 

Since these outcomes are -foreseen in the event the present law should be 
continued, it is obvious that should even' its measures of readjustment, unac- ' 
ceptable as many circles find them, be cancelled, the foreign trade of the Islands 
and their internal economy would face swift decay. 

There can be little doubt that the application of the full American tari1f to 
Philippine products when independence had been achieved would soon be fol
lowed by eCOnomic ruin and political and social chaos. Leading Filipinos be
lieve that the only way in which they could avert these disasters would be by 
becoming a part of the economic and political system of their great industrial 
neighbor to the north. Most of them agree with the President of their Consti
tution Convention, who stated publiCly, that such a course would mean "eco
nomic pauperism and political extinction" for themselves and their descendants. 

Should an eCOnomic and political breakdown occur in the Islands prior to the ' 
termination of the ten-year period, independence would become impossible in 
1946 and would remain impossible for some time thereafter. The United States 
would be virtually compelled to stay in the Philippines regardless of its wishes 
or interests. The conclusion is that whether or not the Filipinos are willing to 
gamble with their future by failing to request an alteration of the terms of the 
agreement into which they have entered, America should take prompt steps to 
protect both itself and its ward from the dangers of the present situation. 

To put the Philippine Commonwealth and American-Philippine relations upon 
a sound basis there should be modifications of the Tydings-McDuffie Act extend
ing the time and altering the couditions under which the Filipinos are to be 
required to make the far-reaching and difficult economic adjustments that are 
prerequisite to genuine political independence. The most simple and effective 
action would be the substitution of a mutually beneficial reciprocal trade 
agreement, which should continue after the establishment of independence, for 
the graduated export taxes to be levied prior to 1946 and the full American 
tari1f to be imposed beginning July 4 of the latter year. Such action would 
greatly reduce whatever danger there may now be of a serious economic collapse 
even before the termination of American sovereignty, and prevent the disasters 
that would probably follow independence under the existing plan. The con
tinuation of preferential trade between . the Philippines and the United States 
after Independence apparently would require an alteration of the most-favored
nation clause in commercial treaties between the United States and a number 
of other nations. All of these treaties expire or become subject to renunciation 
prIor to 1946, however, and as each of them comes up for continuation the 
United States could properly request that, the other party thereto agree to 
except the Philippines from the effect of the most-favored-natlon provIsion upon 
the ground that twenty-five years of free trade between the United States and 
the Philippines caunot be abruptly terminated with fairness to either country. 
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The formulation of an American-Philippine trade agreement would nat

urally involve a reconsideration of the quotas of duty-free sugar, coconut oU 
and cordage now assigned to the Ialands. However, the weight of expert 
opinion 18 that the limitations Imposed by these quotas will not seriously 
injnre any of the Industries In question, but would prevent their further 
expansion upon the present basis of a free American market. 

The fallure of the Commonwealth--even the eventual failure of the Philip
pine RepubHc that is to succeed it-would be first of all an American fallure. 
It would be a particularlY bad fallure, too, because it would mean that the 
United States had not met its obligations toward a weak and dependent people 
over whom it bad extended its rule by force. 

The case for assuring the success of the Commonwealth is equally clesr 
from the standpoint of American self-interest. It ·would be costly and thank
less to cope with any economic-political collapse that migbt occur in tbe 
Philippines before 1946. And if sucb a collapse occurred it might well defeat 
the fundamental purpose of the Tydings-McDu1lie Act-the early separation 
of the Philippines from the United States. Whether both countries, or either 
of them, will desire this separation when the allotted ten years shall bave 
expired, cannot be said definitely now. Already there 18 a growing realization 
among thinking Filipinos that their long sought "Independence" from the 
United States may mean nothing more than immediate freedom to starve 
and ultimate domination by some other nation. 

Acting Chairman Suu. Does any member of the Committee have 
any questions' 

Mr. WARING. Did I understand, Mr. Thomas, that you do feel, 
however, that certain economic adjustments are a prerequisite to 
political independence of the Philippines' 

Mr. THOJu.s. Exactly; yes, Sir. 
Mr. W AlUNG. So those adjustments would have to be provided 

for prior to the granting of that independence' 
Mr. THOMAS. Yes, Sir. 
Mr. WARING. You have mentioned the similarity between Cuba 

and the Philippines. Do you feel that a preferential trade agree
ment similar to that which we now have with Cuba would be satis
factory in the case of the Philippines after independence! 

Mr. THOMAS. Along the same general lines, providing, as the 
arrangements do now, for the adequate import into the United 
States of Philippine surpluses of all goods until such time as they 
can find other markets in the long and indefinite future. 

Mr. WARING. What I meant was an agreement exactl'y similar to 
that with Cuba; that is, 20 percent preferential in this market. 

Mr. THOMAS. I don't think anyone could attempt to define at this 
time what the measure of the preference should be. It must be made 
by mutual agreement, as I say, depending upon the necessity of 
the Philippines' marketing of their surpluses to a great extent in 
this market until they can find other markets or until they can 
diversify their production. 
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Mr. WARING. You suggest the possibility of excepting the Philip
pines from the'most-favored-nation treatment in our commercial 
treaties. In your opinion, Mr. Thomas, would that have any adverse 
effect upon our United States markets in foreign countries ~ 

Mr. THOMAS. I cannot see how it would have any such effect. Mr. 
Micou has already pointed out that that reservation should be made; 
and the purpose of our recommendation is the maintenance of exist
ing ch'annels of_t!.ade which, if maintained, can hardly be subject to 
the criticism of foreign countries, as would be the case if we at
tempted to substantially increase the flow of commerce between our
selves and the Philippines after independence. . 

Mr. WARING. You do feel, however, that when the Philippines 
become independent they must eventually look forward to being 
outside our tariff wall, if I understand you correctly. 

Mr. THOMAS. Eventually, when they are economically able to 
do so, and only then. 

Mr. ROXAS. Mr. ThomaS, you have stated that the 10-year tran
sition period provided in the Independence Act was intended to 
permit a gradual adjustment of economic conditions in the Philip
pines. You have also stated that the effect of the imposition of 
the export taxes would immediately stop or drastically reduce the 
exportations to the United States of some basic commodities pro
duced in the Islands. 

Mr. THOMAS. Pardon me. I mean, within a few years-not 
immediately. 

Mr. RoXAS. For example, coconut oil. 
Mr. THOMAS. Within the first or second year. 
Mr. ROXAS. Whereas some products exported from the Islands 

might be able to 'support the export tax. Do you think Congress 
intended to grant the producers of some commodities in the Islands 
the full lO-year transition period while granting the other export 
commodities only a 5- or 6-year transition period-because that 
would be the result of the export taxes! I don't know whether my 
question is clear. Do you understand it ¥ 

Mr. THOMAS. If my answer is not clear, perhaps you will define 
your question further. I cannot undertake to define what Congress 
had in mind. I only know the law as it exists. There are certain 
Philippine products, in common with those from other countries, that 
are now on the free-list, and obviously if continued on the free-list 
there would be no effect after independence. 

Mr. ROXAS. I would like to make my question a little clearer by 
the use of an example. You have stated that sugar might be able to 
stand the maximum export rate provided in the Independence Act, 
which is 25 percent of the American tariff in 1945 and 1946. 
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Mr. THOMAS.· Not quite that. I concluded the sugar business would 
be gone by that time, as a result of the graduated tax up to the final 
25 percent. 

Mr. Rous. Whereas you stated that coconut oil, for example, could 
not come into this country after the imposition of the 10 percent of 
the American duty. Now, my question is this: Would Congress have 
any reason to single out coconut oil by providing the export tax which 
will have the effect of stopping the importation of coconut oil into 
the United States during the sixth or seventh year and allowing sugar, 
for instance, to come in after that period, before 1946' 

Mr. THOMAS, I think certain interests, the same interests that were 
responsible for having the law enacted providing for the 3-cents-a
pound excise tax on coconut oil, were probably very pleased at the 
prospect of further hindrance to the entrance of coconut oil into this 
country and, therefore, probably look with complete indifference to 
the stoppage of our imports of coconut oil after the first or second 
year. 

I have in mind very distinctly that the President requested a modifi
cation in these excise taxes on coconut oil and that Congress has never 
taken any action with respect to such modification. 

Mr. RoKAS. Would not the net result of the operation of the excise 
tax be-and I hl?pe you will correct me if I am mistaken in judging 
from your testimony-that whereas sugar, for example, might have 
8 or 9 or 10 years during which to adjust itself to the conditions which 
will obtain after independence, coconut oil would have only 5 or 6 
years in which to do so. 

Mr. THOMAS. I would shorten the time in both cases. Otherwise 
I think your statement is correct. 

Mr. EDMINSTER. Mr. Thomas, the purport of your position with 
regard to our policy apparently is that there should be at least a more 
or less indefinite continuance of our preferential trade relations with 
the Philippines. Would you agree that such preferential relation
ship, so long as it continues, should be a reasonably balanced one; that 
is, that there should be genuine free entry accorded by each country to 
the products of the other, or that, if there is a diminution of the range 
and value of the preference accorded in one direction resulting from 
excise or processing taxes or quotas, or export tax imposed upon the 
exports from the country in question, or if there should be a diminu
tion in the value of those preferences in one direction, it would be 
logical to suppose that there should be a diminution of the preferences 
extended in the other direction' 

Mr. THOMAS. I think that the phrase "indefinite continuation of 
preferences" should be revised with the idea that the preferences should 
be modified in successive periods of years based upon whatever degree 
the Philippines can stand of such modifications and that logically there 
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should be adjustments-not annually, because our business requires 
a continuity of tariff treatment as a primary principle, of course; but 
I mean adjustments or reconsiderations from time to time over a 
period of several years, which would primarily recognize the depend
ency upon the Philippines to continue preferential treatment, no mat
ter how modified, in this market and compensatory reciprocal treat
ment for American products in the Philippine market. 

I do not see how it is possible to legislate in advance at this time 
as to the degree -of reciprocal treatment that would be accorded by 
both countries, let us say, from i946 to 1950. " 

Mr. EDMINSTER. I was thinking particularly of the period imme~ 
diately ahead. It seemed to me that the implication in your state
ment was that there is a very definite relationship between the kind 
of treatment we accord the Philippine products and the treatment 
that they should be expected to accord our products. 

I just wanted to clarify that and make sure that you, who are 
speaking for export interests particularly, would not expect that 
the Philippines should continue to accord unmitigated free entry to 
American products if we on our part continue to make inroads upon 
Philippine exports to this country, whether through the medium 
of processing taxes on coconut oil or sugar quotas or in due course by 
increasing the export taxes that are to be imposed under the 
Tydings-McDuffie act. 

Mr. THOMAS. As indicated in my brief, the exporters generally 
feel that the present plan of export taxes should be done away with 
under revised conditions. And the exporters, of course, on account 
of the Philippines' being one of their best markets, would favor a 
reasonable degree of continuance of free trade or preference in what
ever tariffs may be set up after independence, but would be entirely 
willing, if the export taxes from the Philippines are abandoned, to _ 
see the present 8tatus quo maintained, without expecting to materi-· 
ally expand their percentage of business to the Philippines and with ( 
full recognition of the desirability of the Philippines' attempting 
not only to diversify their products but also to endeavor to secure 
distribution of their products in the next 40 or 50 years in other 
markets, rather than .. 79 percent to the United States. 

I am not sure that that is an exact answer to your question, Mr. 
Edminster. 

Mr. EDMINSTER. It does not seem to me to be quite an exact an
swer; but I shall not press it. 

Acting Chairman SAYRE. I wonder, Mr. Thomas, whether Mr. 
Edminster does not mean something along this line-and I would 
welcome any clarifying statement on your part. Under your posi
tion, as 1 understand it, you believe that preferences should be con
tinued for a more or less indefinite period. In making that state-
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ment are you distinguishing between, on the one hand, preferences 
for American goods in the Philippine market and, on the other hand, 
preferences for Philippine goods in the American market' 

Of course, it is quite conceivable that the extension of preferences 
for American goods in the Philippine markets would have rather 
large consequences in . our commercial relations with other nations. 
Other nations might well object to it and point out the inconsistency 
of policy, or apparent inconsistency between such an extension of 
preferences and the commercial policy which this administration has 
been insisting upon. On the other hand, the extension of prefer
ences for Philippine goods in the American market would be sub
ject to altogether different considerations. 

Now, is it conceivable that the one might be extended for a longer 
period than the other' Is it to be assumed that the two should be 
terminated at the same period or lessened at the same rate, that the 
one should be balanced against the other! or is it conceivable that 
they should be treated as independent factors and, possibly, prefer
ences lessened at a more rapid rate or terminated at an earlier date 
in the one case than in the other' 

I wonder if I do make my question clear' 
Mr. THOMAS. I think I understand your reasoning clearly. 
Primarily I think it is desirable to consider the favorable balance 

which the Filipinos have had, averaging about $40,000,000 annually 
over a period of some 14 years, in order to determine the degree of 
preferences which should continue to be accorded to Philippine 
products after independence, and the relative degree of preference 
which reciprocally should be given by the Filipinos to American 
products. 

The products themselves would have to be considered so far as 
_ their competitive salability is concerned-that is, the American prod~ 
ucts in the Philippines-in order to determine whatever reasonable 
c:iegree of preference the American products should have. 

To my mind it would be illogical to carry on from year to year 
for a long, indefinite period, although graduated by the presumed 
increasing ability of the Filipinos to market their goods in other 
countries, a degree of preference in this market in favor of the 
Philippine products without a substantial degfee of preference for 
American products based upon the history of their competitive sala
bility in the Philippines. Nor do I see any reason to fear the criti
cism on the part of foreign governments that such a measure of 
reciprocal preference would be considered by them any more than it 
is now considered by Great Britain and France and other countries 
in respect of their dependencies as contrary to the principles which 
this administration is enunciating on the breaking down of barriers. 
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Reservations can continue to be made to preserve existing channels 
of trade rather, than to extend them. 

Acting Chairman SAYRE. So, if I understand you correctly, you do 
not draw a particular distinction between the two kinds and types of. 
preferences, that is, on the one hand, preferences for American goods 
in the Philippine markets and, on the other hand, for Philippine 
goods in the American market' Am I correct about that' 

Mr. THOMAS. I only draw the distinction of the obvious necessity 
of maintaining-for both countries a. degree of preference that would 
be fair to both of them with complete recognition of the necessity of 
the Philippines' having a degree of preference in this market which'"': 
would give them a sufficient balance of trade to protect their economy; . 
without insisting upon the degree of preference for American prod
ucts in the Philippines which would enable the Americans unduly to 
expand their ability to secure business competitively as compared with 
their European rivals. 

I am not sure whether that is what you have in mind; but I cannot 
bring it into any closer relationship. 

As I replied to Mr. Edminster, I do not thirik it is in any way 
practicable to set up now, or perhaps for some years to come, the 
degree of preference which should be accorded by either country to 
the other, but rather to recognize the principle of the continuing 
necessity of such preference until the Philippines are more com
pletely independent economically, and as they become more com
pletely independent the degree of preference given by both sides 
should be modified substantially. 

Acting Chairman SAYRE. Are there any further questions! 
Mr. DOMERATZKY. In connection with your last statement, Mr. 

Thomas, that the preferential relationship should be adjusted to some 
~xtent to the degree which the Philippines can attain in economic 
independence-that is, in finding substitute markets-of course on~ 
of the instrumentalities that the Philippines would be likely to desire 
to use in obtaining new markets after they become politically inde
pendent would be commercial treaties with foreign countries. Would 
you not admit that in their effort to conclude such commercial treaties 
they would be handicapped to some extent, or to a. considerable 
extent, perhaps, by'he fact that they would be obligated for some 
time to admit many American competing products free of duty under 
the preferential arrangement' . 

Mr. THOMAS. I would; yes. It is perfectly clear that they would 
be handicapped by whatever degree of preference is being accorded 
our products, that is, they would be handicapped in the making of 
new treaties, just as Canada, let us say, was handicapped in making 
its trade agreement with America by the fact that under the Ottawa. 
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agreement they had to give great preference to Great Britain and to 
other dominions. Nevertheless, the principle of continuing a prefer
ence would not necessarily preclude the making by the Philippines of 
favorable arrangements for the extension of their sales to such foreign 
countries. 

I would like to stress particularly in that reply, however, the fact 
that certain preferences might continue to exist for certain American 
products entering the Philippines and might be a very wholesome 
deterrent to the Philippines' entering into bilateral conventions, such 
.as with Germany or with other countries, which would be entirely 

... .contradictory to the efforts of our Government to break down such 
, bilateral conventions and such restraints on international commerCe, 

and the fact that the opportunity would continue, with preferential 
relations existing, for our avoiding the very situation that exists today 
in the making, by many countries with each other, of agreements 
detrimental to the United States; and, as you know, there are more 
than 300 such agreements, most of which are detrimental to the 
United States. It would avoid the making of such agreements be
tween the Philippines and other countries to our detriment, just as 
some of the other international agreements are so much to our 
detriment. 

Mr. DOMERATZKY. Do you mean to imply that, assuming in 1946 or 
the time when the Philippines become independent, Germany would 
still maintain the policy of trying to conclude agreements of the kind 
she is concluding now' Do you mean to imply that the mere exist..i 
ence of a preferential relationship between the United States and the 
Philippines would preclude the Philippines ITom entering into certain 
agreements then' 

Mr. THOMAS. It would not preclude them, but in effect it would 
enable our exporters to maintain a. reasonable and logical amount of 
business, such preference as we may be receiving at that time serVing 
to offset German subsidies and asking-mark credit or other compensa: 
tion devices. 

In other words, at least so far as the Philippines. are concerned, it 
would put a much more effective bargaining weapon in our hands 
than we seem now to possess, when apparently we·are utterly helpless 
to avert the continuing German encroachment on the normal trade of 
the United States with other countries through the use of subsidies 
and credit devices. I should like to guard the :rhilippines against 
that and protect our own foreign trade at least to that extent. 

Colonel McDONALD. Mr. Thomas, you have expressed your opposi
tion to the statement of any definite term during which preferential 
relations might run between the Philippine Islands and the United 
States. Can we suggest any other means than the imposition of such 
a term to bring about a sustained effort on the part of the Philippine 
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Islands to develop other markets than the American market or in 
addition to the -American market' 

Mr. THOHAs. I should hope it might be possible, with the complete 
recognition on the part of .the Filipinos themselves, that the desire 
of this Government is to gradually modify the preferences accorded 
their products, to arrive at an understanding with them that it was 
the determined policy of this Government to impose certain condi
tions after independence which might serve materially to diminish 
annually the receipt of Philippine surpluses in order to encourage 
them to a realization of the necessity of finding other markets or 
diversification of their products and to convince them that they 
cannot always depend upon the present basis of preferences. In other 
words, to encourage them more and more to become economically 
independent, but recognizing that you cannot force economic inde
pendence on them immediately after political independence. 

I should think it would probably be necessary for such a Committee 
as this to continue to exist for many years in order to be in position -
from time to time to determine the degree of preference that should 
be extended by either country after independence, let us say over con
secutive 3-year periods for an indefinite time. 

Colonel McDONALD. You do not think it would be impossible to fix 
the scale of such diminution of preferences now, that is, in advance! 

Mr. THOHAs. If the two countries could mutually agree on that 
scale, including all of the factors that will have been brought out in 
the testimony, I think it would be helpful to present the picture to 
the Filipino people of a gradual reduction in preferences accorded 
both sides, so as to encourage them in their elIorts to get away from 
complete reliance on this market, or practically complete reliance on 
this market, as it has been 79 percent. 
If there could be a mutual recognition of the tlesirability of that 

gradual modification of preference over a long term of years and 
if it could be expressed in mutually agreed figures, I think it would be -
helpful. 

Mr. BENITEZ. In connection with your statement about the im
portance of the American trade in the Orient or in the Pacific area, 
the statement has often been made that America is liquidating all of 
her interests in the Pacific area. At the same time, we often hear 
that America is now concentrating her attention on South America 
in the promotion of trade relations with that great continent. I won
der if you could tell us, as a representative of a body that expresses 
foreign-trade policy here, how much truth there is in that. 

Mr. THOMAS. There is no truth at all~; I would like to elaborate on 
that a little bit. 

Mr. BENITEZ. And the relative importance, in your opinion, of the 
Pacific area so far as American foreign trade is rencemed. 
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Mr. THOMAS. I say I think there is no truth at all, because while a 
great deal of emphasis has been placed in the past year on account 
of conferences held in Latin America on the desirability of improved 
economic relations between North and South America, the exporters 
generally continue to recognize that our overseas trade is, and for 
a good many years to come will be, more largely concerned with the 
Pacific area than with South America, for the reason primarily-or 
one of the many reasons-that Japan, for instance! is our best cus
tomer for cotton; it is the third-best customer of the United States 
for all of our exports, being exceeded only by Great Britain and Can" 
ada; and that China, with its new economic regime, will be one of 
the most important of our markets in the world in the future, as well 
as the Philippines when it becomes a foreign country. 

There is no apparent basis for anyone attempting to set up any 
idea of future preference for American exporters in their exploita
tion of anyone market as against another. They are all as eager and 
"anxious to expand their business in the Pacific area as they are in any 
other area. . 

Mr. BENITEZ. But isn't there a certain fear here that if they expand 
their trade to the Orient it may lead into all kinds of trouble that may 
force the American mother to send her boy across the Pacific to fight! 
How real is that feeling here so far as it affects the trade expansion 
of America to that part of the world' . 

Mr. THOMAS. I do not propose to be drawn into any political discus
sion. I can only answer that in general terms I do not believe the 
American exporters are affected in the slightest degree in their effort 
to exploit all foreign markets by any kind of political implication, 
whether it be in the Pacific or in the Mediterranean. They are going 
ahead and expanding their business without regard to rumors of war 
in any part of the world and, I might add, without any belief that 
t~e orderly expansion of our trade would have any effect whatever 
upon the possibility of war. 

Mr. WARING. I slwuld like to ask Mr. Thomas just how, in his 
opinion, the diminution of the United States-Philippine trade-as· 
suming that that would occur-will operate to diminish our trade with 
other countries in the Far East. 

Mr. THOMAS. By diminution of trade you mean both our exports 
and our imports' 

Mr. WARING. Yes, assuming that that should be the case under the 
present Independence Act-the assumption that is generally conceded. 

Mr. THOMAS. I would have to paraphrase somewhat the very lucid 
conclusions arrived at in the Tariff Commission's report on that sub
ject; and I don't know. that my opinion would be nearly so valuable 
as theirs. 

82709--38-vol. 2---11 
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In general I think I concur with their findings that the diminution, 
for instance, of our export trade to the Philippines, carrying with it, 
of course, the diminution of employment and production in this coun
try, would theoretically intensify our efforts toward securing markets. 
for similar products when we are divorced from the Philippines. ~. 

That intensification would not necessarily be in the direction solely . 
of the oriental countries, but it might well be in part on account of 
exporting comj>~ies desiring to utilize their organizations and me
chanics in the Far East, if they had to abandon a. large part of their . 
Philippine trade. 

The possible receipts from other countries of imports which are now 
coming in from the Philippines might in theory also improve our 
ability to export to those countries because of their increased pur
chasing-power. But one would offset the other. 

In other words, it would simply be a displacement of trade. I tried 
to point out a considerable rearrangement of the lines of world com
merce which would be very detrimental. 

Mr. W AlUNG. But, in your opinion, it would not operate any ·more 
adversely upon our trade with Far Eastern countries than with for- . 
eign countries generally' . 

Mr. THOMAS. I would not want to give an off-rumd opinion on that. 
I think it would require some research. 

However, there is one factor that has not been mentioned specifi
cally, and that is a. disarrangement of our shipping lines and the 
particular effect that such disarrangement or any serious modification 
in our volume of trade with the Philippines might have on the pay
ing ability of the American Merchant Marine as now contemplated, 
and particularly on the very necessary continuance of our maritime 
operations in the'Pacific area. I would like to have that brought in as 
an additional factor. 

Acting Chairman SAYRE. Are there any further questions' 
(No response.) 
If not, Mr. Thomas, we appreciate very much your kindness in 

coming down here and appearing before the Committee. 
The last witness to come before the Committee will be Mr. A. M. 

Loomis, on behalf of the National Dairy Union. 

STATEMENT OF MR. A. M. LOOMIS, ON BEHALF OF THE 
NATIONAL DAIRY UNION 

Mr. Looms. Mr. Chairman and Members of the Joint Committee: 
I might say that I am secretary of ilie National Dairy Union, Wash. 
ington representative of the Association of American Producers of 
Domestic Inedible Fats and, for the purpose of this hearing, repre-
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senting the American Association of Creamery Butter Manufacturers. 
I do not believe any of those associations needs any further identifi
cation, after some of the references that have been made here this 

,morning, at least, to our past activities. 
: I have been deeply impressed by the gloomy outlook which has been 

pictured before the Committee by previous witnesses. Some of that 
gloom has been partly dispelled by the questions that were asked; but 
I wonder if I cannot dispel the rest of it by calling to the attention 

• of the Committee a historical fact with which, of course, you are 
familiar; and that is that the net result of 3 years' experience with 
this 3-cent excise tax on coconut oil has not reduced the exports of 
coconut oil or copra from the Philippines to the United States and it 
has not reduced the prices which the producers in the Philippines 
have received. 

I will stack one historical fact up and put all of my money on it 
against the predictions of what may happen 10 years from now. 

Mr. WARING. May I ask Mr. Loomis if he guarantees a. perpetual 
drought in the United States for the benefit of the Philippine 

. products' 
, Mr. LooMIS. Not at all. What I guarantee is that the agricultural 
sense of the people in the United States and in the Philippines can 
work out these proportions and that when they get hold of a good 
proposition they will keep it. It may be a matter of trial and error. 

Mr. RouB. Of course, Mr. Loomis makes that statement with knowl
edge that the coconut oil enjoys certain preferences in this market. 

Mr. Looms. Certainly. 
Mr. Roua. But I do not believe Mr. Loomis would make that state

ment if he had a situation where those preferences would be removed, 
abruptly. 

Mr. LoOMIS. No such suggestion will be found in my statement. 
Mr. Rous. The testimony, as I understood it, of Mr. Thomas was 

based upon the supposition that those preferences would be removed, 
and the gloomy picture was painted with that background. 

Acting Chairman SAYRE. I think we will try not to interrupt Mr. 
Loomis further· with questions until he has completed his statement, 
so that he will have an opportunity to make an entire presentation of 
his views. 

Mr. LooMIS. I represent the interests in the United States concerned 
with the amount and the influence of the imports of coconut oil and 
coconut products into the United States. 

We are not financially able to be represented at your hearings in 
the Philippines. We are, therefore, hoping for adequate time here to 
present our views and to file a supplementary or completed brief. The 
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time since the notice was given of this hearing was far too short to 
adequately prepare either our brief 1 or this oral statement. 

I have three requests to make: 

First: Permission to inspect all briefs filed preliminary to or at 
this hearing; . 

Second: Permission to secure copies of briefs filed in the Philip
pines and transcript of testimony there in English; 

Third: Thirty days after receipt of such information to file our 
final brief. 1 

I presume it is not possible to get an answer to these requests· at 
the present time, but it would be very helpful if that could be done 
before the Committee leaves Washington. 

Acting Chairman SAYRE. What I would suggest, Mr. Loomis, 
would be that you direct a letter to the Acting Chairman of the Com
mittee making those requests, and I will bring it before the Com
mittee for its consideration and will inform you of our conclusion 
just as soon as possible. 

Mr. LOOMIS. I have four reservations to make with respect to my 
appearance here. 

In filing our briefs and here subjecting ourselves to oral statements 
and examination we do so in the utmost good faith, but we wish to 
make certain reservations as to our rights under existing law. 

First, that this proceeding is not an "opportunity to be heard" 
under the Reciprocal Trade Agreements Act and that if a trade 
agreement is later negotiated under that act we have not by appear· 
ing here waived our.rights to be heard with respect to such agree-
ment. . 

I do not believe there is any question about it, but I want it clearly 
in the record. 

Acting Chairman SAYRE. I think there is no question about it. 
Mr. LoOMIS. Secondly, that no agreement may be made between' 

the United States and the Philippine Government under the Recipro
cal Trade A.greements Act until full independence has been consum-
mated. . 

Acting Chairman SAYRE. That is one of the provisions of the act. 
Mr. LoOMIS. There have been some questions among interested 

parties. 
Acting Chairman SAYRE. The. Trade Agreements Act, I believe, 

provides for the making of trade agreements with foreign countries. 
Until independence has been granted the Philippine Islands are not 
a foreign country. 

Mr. LOOMIS. Thirdly, that no agreement of any kind may be made 
between the Philippine Government and the United States before full 

I See vol. IlL 
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independence is consummated, until or unless amendments providing 
therefor are duly added by congressional action to the existing 
Philippine Independence Act. 

Acting Cha~an SAYRE. So far as alteration of the Tydings
McDuffie act is concerned, only Congress has the power to alter it: 

Mr. Looms. That no trade agreement may change an internal tax 
levied in the United States. That is the fourth. 

Acting Chairman SAYRE. That is a matter for Congressional action. 
Of course, there are exceptions. 

Mr. Looms. Perhaps that' statement precludes the neceSsity of 
reading this letter here. But I have here a letter signed by William 
Phillips, Acting Secretary of State, in which he confirms that par
ticular statement. That is dated February 23, 1935, and is addressed 
to Mr. Charles W. Holman, Secretary, The National Cooperative Milk 
Producers' Federation, 1731 Eye Street NW., Washington, D. C. 

That is our understanding, and we wish to stand on it. 
Colonel McDONALD. May I just say,Mr. Loomis, of course subject 

to action by Congress. 
Mr. LoOMIS. Certainly. 
Colonel McDONALD. As in every other case. 
Mr. Looms. Certainly. 
We feel that the domestic policy with respect to copra and coconut 

oil has been fully arid conclusively established by the Congress of the 
United States and that this policy has been successful and helpfUl 
alike to domestic and Philippine interests. 

This policy is the establishment of a price differential between the 
United States prices of fats and oils and the foreign prices of fats and 
oils, in which the price of coconut oil is the largest single foreign f~ 
tor. This differential, created by the action of Congress in 1934, 
reiterated in 1935 and in 1936, is 3 cents between the United States and 
the Philippine price, and 5 centS between the United States prices and 
prices in producing countries other than United States 'possessions. 
This differential is established by an internal processing or' excise tax. 
It does not apply to the oil itself, only to its use; It is a matter of 
purely domestic economy. It can be changed at any time by Congress. 
We believe that the sole power to change this policy resides in the 
United States Congress.' 

We urge the retention of this policy without change. The present 
economic necessity for a considerable importation of fats and oils is 
allowed for by this policy, with two important provisions-first, fair 
prices in the United States are protected; secondly, Philippine imports 
retain their normal volume and can increase if domestic requirements 
increase. 

An important, in fact essential, part of this policy is the amount of 
domestic revenue which it produces. . 
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N'Ow, as to~he benefits of this policy. Under this pQl.icy three 
results are apparent: 

First, Philippine trade with the United States in copra and oil 
improved; prices advanced to a point where the coconut-growers 
had a living wage for their work. , 

Secondly,all fats and oil prices in the United States advanced 
to a near-parity level, to a point where growers and processors in 
the United States had a living wage for their work. 

Thirdly, the production of soy-bean oil and corn oil in the 
United States took on new life, opening the way to the develop
ment of a greatly needed increase in our domestic supply and a 
new use for arable land, assisting in the reduction of unmarket
able surplus crops. 

The real parties to this problem whose interests I hope to keep 
uppermost ,in your minds and whose interests will guide the ultimate 
report you will make, are the producers of coconuts in the Philippine 
Islands and the producers of fats and oils in the United States. 

Your ears will be assailed-probably already have been, almost to 
deafness-and your minds will be filled past the point of clouding the 
possibility of fair evaluation and analysis, with the claims of traders, 
exploiters, processors of fats and oils, and United States manufac
turers of pro~ucts made from fats and oils j and you will hear also 
from the steamship-operators who want their pound of Hesh-well, I 
guess I will eliminate that from the record. And you will hear from 

. the small group of capitalists who took their own risk in investing 
their money in the Islands when there was outstanding for over 30 
years the pledge and promise of independence. 

These groups who are here to display their claims for their own 
protection are those who live off of the producers. The real parties in 
interest, as I said before, are the farmers of the Islands and the farmers 
of, the United States, who get what is left after these other groups 
squeeze from the value of the farm products all that the conditions 
which they help to create will permit them to squeeze into their own . 
pockets. 

I have been engaged in the effort to secure a square deal for the 
producers of the United States ever since taking part in some studies 
and subsequent hearings preliminary to the enactment of the Tariff 
Act of 1922. 

The problem in the United States has never been one of <;onHict 
between producers in the Philippines and producers in the United 
States but 'purely between producers here and the exploiters-partly 
American and partly other nationalities-of the natural resources of 
the Philippine Islands and other tropical lands, of which coconut trees 
is one of the most important-between the producers of domestic fats 
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and the industrial users of these fats who convert them into food 
products, SOap, and other industrial products, and whose sole in~rest 
has been-probably still is-to buy as cheaply as possible, regardless 
of source, and to sell as high as the market conditions would permit. 

As for myself, I represent producers. Another brief, of which I 
know, has been filed by an even more direct representative of pro
ducers than I can claim to b&-Mr. Holman, secretary of the largest 
single group of farmers engaged in cooperative marketing in the 
United States, the National .Cooperative Milk Producers' Federa
tion.1 

This hearing presents the very same picture that has been pre
sented time and time again since 1922-

By the way, I have a copy of Mr. Holman's brief right her&
This hearing presents the very same picture that has been pre

sented time and time again since 1922, the representatives of the 
producers supporting plans which will maintain fair prices under 
which producers can live. Ranged in opposition are the traders and 
processors whose sole interest is to buy cheaply and sell at as large a 
profit as is possible. 

At the request of the producers of oil- and fat-bearing agricultural 
commodities-and this should be understood whenever I refer to it 
as including fish products-the Congress of the United States three 
times in three successive years, and each time by an overwhelming ma
jority, has set up a plan which is fair and just to these producers. 
This plan is a 3-cent internal tax on the first use of certain oils, and a. 
3-cent import tax on the other chief competing oils, with a 5-cent tax 
on coconut oil not produced in a dependency of the United States. 
It has created a fair-price parity in the United States. Our farmers 
can and do secure proper prices under its operation. 

This tax might have been placed at a level which was selfi"h, ev!'n 
prohibitive, but this was not done. It has worked out so tha~ it has 
done no harm to the Philippine coconut-producer. His products 
·bring him far more money now, and more sales to the United States, 
than for a long period of years. It has worked out so that it has 
done no material injury to the large users of imported oils in this 
country. This is fairly in evidence in the financial records of these 
large users. 

I want to refer at this point to a statement in Mr. Holman's brief, 
since no one has appeared here to discuss this orally. He says: 

Profits of soap-manufacturers have remained high throughout the depression 
and are now increasing. Dow-Jones and Company report that current opera
tions of Blank and Blank indicate that profits tor the quarter and flscal year 

• See vol. III. 
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ending June 30, 1937 would establish new records, with the previous peak ('f 
$22,647,548 likel~ to be bettered by as much as 30 percent 

(I am deleting the names of the companies.) 
Company No.2 paid a 15-percent dividend in 1936. Net profits 

were more than $35,000,000. 
Company No.3 showed a net profit for 1936 of $4,000,000. 
Added to that is a schedule giving the prices charged for soap sold 

in the United States, which shows an identically uniform price from 
1926 to 1931. - These are factory prices, with proper documentation. 
There is a reduction in that price in 1932, a further reduction in 1933, 
and after the 3-cent tax went into effect upon what coconut oil they 
brought in, and in 1934 a still further material reduction in their 
price, which continues in effect up to the present time .. 

I do not believe the implications of that financial statement need 
any amplification. 

The taxes· now in effect constitute our plan for the future trade 
relations between the Philippines and the United States, so far as 
the trade in coconut products is concerned. We ask for its con
tinuance as it now stands. 

We want you to see and consider the whole forest, not a few rather 
unsightly trees which have been cleverly set up by the special-interest 
representatives. 

One of these trees is "lauric acid". 
They would have you believe that because of the lauric-acid con

tent of coconut oil cleanliness in the United States is dependent on 
free and unlimited imports. This is just not true. 

Coconut oil is a good soap oil. Properly used, it adds something 
of value to certain soaps for certain purposes. Improperly used it 
injures soap. Both the benefit and the injury are due to the lauric
acid content, according to certain expert testimony available. We 
had pretty good cleanliness before there was any large trade in coco-, 
nut oil. Coconut oil, that is, lauric acid, seems to induce what is 
known as "free lathering". The value of free lathering is somewhat 
in question. It does add to the good psychology of cleanliness, and 
it is a good sales talk. 

But; on the other side is -the undisputed testimony of the only 
expert, Dr. Meerbot, chemist of the Theobold Industries of Kearney, 
New Jersey, that the use of quantities of coconut oil, or other lauric
acid fat, above a certain rather clear minimum, leads soap to be 
irritating to the human skin. I can name several very highly re
garded toilet soaps in which the coconut-oil content ranges from 5 
to 10 percent. 

I intended to bring a sample here today of a soap which T myself 
use, which has considerably less than 10 percent of coconut oil, and 
it is a very admirable and a very low priced toilet soap. 
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Some of.. the very best domestic toilet Soaps contain very small 

amounts of coconut oil. Large quantities of.Jaundry soaps contain 
none at all. One great firm in the United States is a large user, and 
their exploitation of their products, not only by legitimate advertising 
but in other ways, is the motivating force behind thi':l very badly mis
shapen "lauric-acid tree". 

Another of these misshapen trees is the price of copra in the Philip
pine Islands. That is so clearly in the financial records that you all 
know about it, and I will just eliminate that from my reading. 

Still another tree is the talk about "denatured oils". No one in the 
world is interested in favor of free trade in denatured oils but the 
soapmakers. Denaturing means adding some inedible substance to th~ 
oil which cannot be easily removed, so that it may be used only for 
soap. 

Denatured palm-kernel oil is admitted now free of duty. Its users, 
however, must pay the excise tax, the same as Usel'S of coconut oil. 
Because it also is a "lauric-acid" carrier, the proponents of ''no duties 
and excise taxes" fear it might hurt their coconut-oil business. Of 
rourse, the soapers do not care. But it will be enlightening to have 
the fact appear that the authors of this "denaturing" iciea;.w4ich has 
caused the palm-kernel-oil situation which they now complain about, 
were the very identical interests now protesting against it. 

The more important fact is one which covers the whole situation 
as follows: Any oil imported into the United States free of duty, if 
denatured, competes with the very same domestic oils that it would 
rompete with if not denatured. This competition is direct, except 
with lard and butter. It would compete directly v.ith every crude 
oil; for every crude oil is inedible, in fact, until refined. Cheap de
natured oil would, therefore, influence the price of every crude oil. 
Since the crude oils, when refined, are the oils which produce,lard
flubstitutes and butter-substitutes, then, through this fact, the cheap 
denatured oil competes but one step removed, with both' butter and 
lard. ' 

For the benefit of Philippine producers of coconut oil as' well as 
for our own interests, we stand for the repeal of every denaturing 
provision and, with our whole force, against the admission, free of 
duty or at reduced duties, of any denatured oil, coconut or any other. 

Another most confusing detail is interchangeability. Oils are now 
divided into two separate classes, as edible and inedible. Crude oils 
are usually inedible, or soon become so; refined oils, with a very few 
l'xceptions, are edible. The principal commercial exceptions are tung 
oil, croton oil, and the inedible tallows and greases made from waste 
products. Tallow and greases from live, healthy animals killed for 
food, are edible. 
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The distinction of dryiiig oils, applied to linseed, perilla, tung, a~d 
some others, such as rape-seed and hemp-seed, does not keep them 
from being subject to refining to make them edible, except tung, which 
as yet defies the refiners' removal of its cathartic principle. 

Thus, as a commercial proposition the import of cheap crude or de
natured oils will force the prices of all domestic crude oils down to 
the prices of the imports. This influences the prices of the domestic . 
edible-that is, J:'efined-oils, because the cost of the refined oil is the 
market price of the unrefined, plus cost of refining. So the entry of 
a. cheap crude or denatured oil actually influences the cost andt to 
that extent, the price of the refined or food oil; therefore it is exactly 
trUe to say that denatured coconut oil; or denatured whale oil will 
affect the price of lard and of butter. 

It is not said nor urged that these are the only or the major factors 
affecting butter prices. They are very large factors in the prices of 
lard and of lard-compound. They are controlling factors in the do
mestic prices of cottonseed oil, soy-bean oil, and corn oil. 

Now, while we are considering myths, let us take up another one, 
namely, that the present taxes were secured by the dairy industry or, 
at least, qy: th~, producers of edibles. This distinctly is not true. I 
ought to' kno~:: 

With one other associate I have been engaged in the effort to secure 
and protect this plan for more than 15 years. It was started by the 
dairy groups whose products are kept at a price level so close to costs 
of production as to spell no profits, chiefly because of the cheapness of 
the materials used in oleomargarine. But it was not until the pro
ducers of fish oil, cottonseed oil, tallow, lard, soy-bean and corn oil 
were convinced. that it was also the cheap imports which kept their 
noses in the red-ink well that we were able to secure the attention of 
a. majority of Congress. 

These industries go up and down together. In fact, the producers 
of the edible are far less subject to the immediate unfavorable results 
of large and low-price imports than are the other millions of pro
ducers.of cottonseed, soy beans and beef cattle. The fishermen are 
the most subject of all, I would say. And I want to say here and 1l0W 

that but for the unceasing efforts of the fish-oil producers to make 
the public, including Congress, understand their very serious plight, 
the tax laws would never have been favorably considered. 

This is a case where farmers and fishermen in every State in the 
United States have the same interest, and by this time most of them 
know it, .and they have their eyes very definitely on this proceeding 
which is going on here. 

These same farmers know also very clearly just who it is that 
profits by the cheap and large imports. They know it is not the' 
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farm~r in the Philippines. They know $",~ the tax on coconut oil, 
including with it a fair and nearly complete system of taxation on 
all foreign fats and oils and a higher tax on t:oconut oil from sources· 
other than the Philippines, has not bijured any farming or other 
agricultural interest in the Philippines. We have never seen a claim 
from the Philippines that it has caused such injury, except from a 
small group of specially interested traders and processors in the 
Philippine Islands. We have learned to discount-rather accurately, 
we think-the propaganda which emanates from Manila through the 
American· press. We welcome the opportunity of presenting our 
case to the sincere representatives of the Filipino people, not of the 
American interests in the 1j!lands. _ 

Now, a very short reference to the brief I have filed. I realize 
that is not very necessary, but there are a few points I wish to 
mention. 

Our brief is in support of a 3-part thesis: 

1. That present satisfactory prices of fats and oils in the 
United States, the present conditions of full-time operation and ~. 
fair wages and profits, are due wholly to the excise and import 
taxes. So that any reductions in this tax schedul~f pa,rticularly 
as to such important and largely used,oil as co~Jit'Oil, would be 
injurious to whatever measure it might be reduced. 

2. That the excise tax on coconut oil is ~ domestic tax, and no 
power extends to any agency of the administrative branch of the 
Government to change this tax. 

3. That the trade relationships as shown by trade figures, trade 
trends, and trade balances will not be improved as to either party 
by any reduction in the rate of duty on coconut oil. 

We show as fundamental facts that-

(a) Oils and fats are second only to meat products in domestic 
trade and income importance as an agricultural group iii domes
tic agriculture. 

In a brief which I filed with the committees of Congress last 
year I made an estimate of the value of the production for the 
previous year of the fats and oils in the United States. Without 
burdening the record with the data, which do not appear in the 
brief because I did not have time to document it, it- amounts to 
something over 7,000,000,000 pounds and close to $9,000,000. 

I had a record made from the Census Bureau this morning 
showing the number of farmers affected, and the figures a~e 
beyond belief. In fact, they total more than all the farms m 
the United States which, of course, means there are a great 
many duplications: In round figures I estimate that there are 
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4,500,000 farmers in the United States interested in this par
ticular' proposition. 

(b) Oils and fats are so largely interchangeable and mutu
ally competitive that changes in prices of anyone major fat 
influences the prices and the consumption of all other fats. 'fhis 
influence is graded but holds true to a specially high degree as 
to the price of coconut oil. 

(c) Oils and fats prices recovered and began to approach 
parity coincident with the enactment of the tax law in 1934. 

(d) These prices remained on the new high level through 
1935, although there was no drought in that year. In other 
words, it was the tax, not the drought, that was the sustained 
eause of higher prices. 

(e) The error of omission in the tax law, particularly of tal
low and of certain other iteIDS, led to the disastrous price-decline 
in the first months of 1936, not a; surplus of domestic but a sur
plus of cheap imports. 

(f) Finally, it was the revised and perfected Tax Act of 
1936 that reestablished and completed the establishment of parity 
prices. . ... 

This experience demonstrates the necessity of a maintained tax if 
, these prices are to be maintained. . 

We urge that as a matter of essential agricultural policy and for 
national defense. We now labor under a deficiency of fats and oils . 
production of approximately 1,500,000,000 pounds a year. We also 
have a glycerin deficit of over 13,000,000 pounds a year. With ocean 
transport closed or hampered by hostile fleets, munitions manufac
tures would deplete our edible-fats supply, causing great distress. 
This can be prevented by enlarging domestic fats and oils produc
tion. We must develop our domestic production to a point of prac
tical self-sufficiency. We submit that this can be done without burden 
to consumers by maintaining approximately the present level of fats 
and oils prices. In support of this we point out that-

(1) Soy-bean-oil production is rapidly increasing; 
(2) Corn-oil production is rapidly increasing; 
(3) There is large room for the increase in the production of 

peanut oil; 
(4) With a maintained price for lard, more lard could be pro

duced by changing the type of hogs grown; 
(5) Sunflower-seed-oil industry is an easy possibility. 

The enlargement of our agricultural production of soy beans and 
peanuts, and an increasing use of corn for oil and for lard-type hogs, 
possible under maintained parity prices, would be a nearly complete 
solution of our surplus-crop problem. 
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Land now used for growing our surplus crops-wheat, tobacco, 
and cotton-is all usable for soy beans and peanuts. More corn for 
oil and for home-consumed pork would assist in relieving the corn 
surplus. To produce one billion more pounds of soy-bean and peanut 
oil would utilize not less than eight million acres of arable land. This 
is not advanced as 8. total solution; of the surplus problem; but, if 
divided equally between land now in wheat and cotton, it would re
duce the wheat crop by 56,000,000 bushels and the cotton crop by one 
and a third million bales. The whole problem is one of maintaining 
8. fair price for fats and oils. 

The only real progress along this line has come since the Tax Act 
of 1934. To wipe that 011 the boo'k&-even one half of itr-by a tr.ade 
agreement, would wreck the progress already begun. 

I will have finished before 12: 30, Mr. Chairman. 
Since we have not had any briefs presented that we can get at and 

analyze and find out the inside motives, I have had to utilize morc 
this Report No. 118; and I find, upon giving rather careful reading 
and some study to that part of it which relates to this coconut-oil 
problem, that if certain sections of it were taken out and used in the 
briefs of the traders and processors they could not have,had a better 
brief. In other words, I am criticizing rather seriously a partr-pcr
haps a small partr-of what appears in the particular sections of that 
document which, I know, must be in the hands of every member of 
this Committee and which from its official source must be taken at its 
face value unless someone points out otherwise. 

It reminds me 8. little of the statement made here as to how many 
Chinese are engaged in industrial occupations in the Philippines. 

Now, very briefly. I find on page 94 a statement referring to the 
increased use of coconut oil in food products in the United States 

,.in 1935. 
I ought to go back for just a moment. I want to say that there 

is not a criticism in my mind of any kind. as to any economic or 
statistical facts which are stated here in the report. I think, so far 
as I can check the facts-and I have checked them a great many 
times-that they can be relied upon. But when it comes to drawing 
some conclusions and perhaps making some argument based upon 
them, I think there is a lot more to be said. And this statement is. 
in point: 

The increased use of coconut oil for food purposes was largely due to the 
shortage of domestic edible oils caused by the drought in 1934. 

This refers to the use in 1935. Interestingly enough, the drought 
of 1934 did not reduce the production of butter in the United States 
except by a very small percentage. The fats and oils reduced ill 
the United States by the drought of 1934 were lard and tallow, and 
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the reduction in lard was not so much due to the drought as it was 
to the control program of the A. A- A-

I might point out in passing quite a: number of changes found in 
these figures .. The amounts of products which the Philippines have 
been able to send to the United States are not due to the taxes but 
are due to the control program which has been instituted by another 
branch of the Government. 

Our explanation of the increased use of coconut oil for food pur
poses is that the excise taxes increased the general cost; but, since 
there is a: much larger margin of profit in the use of coconut oil 
and other oils in· food products, the tax can be absorbed and a ma.
terial profit can be made by using it for those purposes, and it was 
immediately turned into edible products. I may be wrong about 
that; the book may be right. 

On page 100-1 shall not rea'd it, but I shall refer to it consider
ably. This is the elaboration of the lauric-acid argument, which 
I have already shot through with as big a hole as I know how. So 
I will pass that. 

I am surprised to find the lauric-acid argument repeated in this 
book because lauric acid is not the reason for the large increase in 
the use of coconut oil in soap in the United States during the period 

• up to 1934. The price of coconut oil is the big outstanding reason" 
for that increase in the use of coconut oil there, the same as it is 
in oleomargarine. The proof of tha.'t statement is the fact that it 
increased in oleomargarine in the same proportion that it increased 
in soap. And certainly lauric acid has no part in the manufacture 
of oleomargarine. 

On the bottom of page 103 it says-this is a statement relating to 
the prospect of 'increasing the production of fats and oils in the 
United States: 
The principal domestic oils which can be substituted in a greater or lesser 
degree for coconut oll in its chief uses are inedible tallow and greases, fish 
oll, cottonseed on, oleo oll, neutral lard, peanut oil, co~ oil, and soybean oil 

That is the exact statement of fact. Then it proceeds to say: 
AlI of these, except inedible tallow and greases produced in rendering plants 
and certain types of fish oll, are by-products or join~ products with other 
commodities, and their production is Dot likely to be influenced appreciably 
by moderate changes in the prices of oils and fats. 

Of course, what has happened since the tax went into effect shows 
that as to corn oil and soy-bean oil that is not a statement of what 
has happened. The use of the phrase "by-products or joint prod
ucts"-of course, they are joint products. We make a very impor
tant product out of the residue after the oil is extracted. That is 
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even trne of the tallow and grease m.&nufacture. But in using the 
term "by-products", which indicates they are not the major product 
or the product the price of which is the major influence in increas
ing the production, that, of course, is not the fact. 

As to peanut oil, e:;om oil and soy-bean oil, the price of the oil 
is the major factor. 

There is a little-disputed question as to how much more cottonseed 
oil we can produce if the price of the oil were higher. That does 
not mean that we can squeeze more oil out of a certain definite 
quantity of cottonseed, but it does mean there is a great quantity of 
cottonseed not processed into oil if the price is low. 

In 1933 there was a point when it did not pay transportation to 
produce the cottonseed oil. 
~ On page 104 there is this sentence: 
The beans from which the S07bean oD Is extracted are grown most17 tor soD 
enrichment and tor ha7. rather than for oil production. 

Both parts of that sentence are widely apart from the facts. There 
is so little soil-enrichment value to the growth of soy beans that it 
is removed from the Agricultural Adjustment Administration list of 
crops for which benefit-payments are made. And for the last two 
years the soy beans have been grown in increasing quantity directly 
for the oil, leaving the hay as a by-product. ; 

On the bottom of the page there is this sentence: 
(The attractiveness of torelgn markets Is slmultaneousl7 reduced In some 
degree, Blnce the oils and tats which are prevented from entering the United 
States In consequence ot the tax. flow to the torelgn markets In which the 
United Btates exports mUlt compete.) 

This refers to the supposed result of shutting the imports out of 
the United States. Of course, that has not happened under the tax. 
So even that part of this is not germane. 

But let me take the statement as it is made-"The attractiveness of 
foreign markets is simultaneously reduced in some degree, since the 
oils and fats which are prevented from entering the United States 
in consequence of the tax, flow to the foreign markets in which the 
United States exports must compete." . There was a shadow of that 
being true back about 10 years ago when we were suffering a decline 
in cotton-oil and lard exports. Since that time there has been in
activity in the exporting of any of our edibles abroad, owing not to 
this situation at all but to the limitations and seIf·-sufficiency pro
grams in the countries which were former customers. 

I notice a reference on the bottom of page 105 which must be just 
an oversight error, because there, in referring to tallow, it calls the 
tax on tallow an excise tax. That is an inexcusable error. Thetax 
on tallow has never been an excise tax; it is an import tax. 
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I think, with just two more references, I will be through with this. 
I find on page 111: "The taxes have not operated appreciably to 

enlarge domestic production of oils and fats". 
I will not read that. I have already answered it. 
On page 112 there is an effort to discuss what might be the result 

of admitting coconut oil into the United States free from the tax if 
rendered inedible. I have discussed that previously in my state
ment, and I think I might characterize it briefly in one sentence in 
this way, that iLdoes not take into consideration the facts of the 
competition that I have pointed out, that is, that a denatured oil com
petes with the crude oil, and since crude oil is the basis for the price 
of the refined oil, then the denatured oil competes with the refined 
oil to that extent. 

Now, my final statement. The final point I wish to discuss is the. 
fact that the present level of our sales of commodities to the Philip- " 
pines will not be reduced or modified in any particular by continuing . 
in effect the present excise taxes on coconut oil. 

I document in my brief the tremendous accumulation of trade bal
ances against us that have accumulated during this entire period 
(with the exception of two or three years) of our dealings with the 
Philippines. In other words, our money has gone there for things 
"fe have been able to buy here, and buy cheaply under the conditions; 
and that money has been spent not only in the purchase of American. 
goods but in a considerable quantity in the purchase of goods of ot~r. 
nationals. And that still continues. 

I received on my desk this morning the 1936 trade balance. It is 
still up in the high millions. I have it here but I will not take the 
time to read it. 

In other words, 9ur trade balance, even if we cut out one half or 
three quarters of the entire trade in coconut oil, would still be ample 
to take care of the domestic goods that are being sold to the Philip
pines-perhaps not ~l that we sold six or eight or ten years ago. 

Those troubles that the American exporters are having with their 
trade with the Philippine Islands are not due to this question of our 
trade balance with the Philippines; they are due to other conditions, 
most of which are entirely beyond the control of the American ex
porters. We have set ourselves on a price differential in the cost of 
production in the United States, and when we try to export goods it 
takes more than a trade balance to overcome the handicap. 

Such changes in our export~ as have taken place since 1934 cannot 
be charged up to this cause. The amount of American dollars paid 
for coconut oil have not declined. Such change in trade balance as 
has, taken place is not due to the tax on coconut oil. 
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Consider the following facts: 

1. Cotton exports to the Philippines, it was shown yesterday, 
aHord a market for the cotton lint produced on less than 1 per
cent of the land devoted to raising cotton. The imports of coco
nut oil used directly as a substitute for cottonseed oil displaced 
the cottonseed oil by many times 1 percent of the cotton acreage. 
I will document that in my final brief. 

2. Dairy exports to the Philippines account for the product of 
about 37,500 cows. The imports of coconut oil used in the manu
facture of oleomargarine as a substitute for butter displaced au 
amount of butter equivalent to the product from 1,000,000 to 
1,250,000 cows. 

3. The coconut oil imported from the Philippines used in soap 
alone equals in value the wheat produced on from 175,000 to 
200,000 acres of wheat land, while the exports of flour to the 
Philippines last year consumed wheat from only a fraction of 
that area. 

Those are the three important agricultural exports to the Philip
pines. And I have shown here how the fats and oils group alone in 
the United States absorbs and imports, and stands UR under the impact 
of that import amounting to 10, 12, and 15 times the amount which is 
received by the other agricultural interests that are interested in these 
exports. 

These facts are as true today after three years of the tax as they 
were for three years before the tax. 

Do not misunderstand this argument. While what we pay for coco
nut oil, supplies the Filipinos with enough to buy all the agricultural 
products we send them and supplies enough more to go a long way 
toward financing their purchases of American automobiles, oil, tires, 
machinery, iron and steel, fertilizer, and so on, we oHer no objection. 
We realize the importance of these exports. Agriculture feeds the 
workers who produce them in the United States. We oHer only the 
fact that we have sought and secured a plan under which there can 
be bought and used in the United States this quantity of competing 
coconut oil without depressing the prices of our own fats and oils. 
We plead the equity and the workability of this device, and-we ask 
only that it be severely let alone. . 
If by some unfortunate chance the domestic producers of fats and 

oils are forced to go back to a price-Iev~l comparable with tropical 
costs of production in order to finance the sale of a few other agricul
tural products and a large volume of industrial products to the Philip
pines, I can foresee a disturbance which will spread through aJl 
American agriculture. . 

We ask for the certainty of our present situation to be continued. 
That concludes my statement. 

82'l09-3S--l'oL ll-12 
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Acting Chairman SAYRE. Thank you, Mr. Loomis. 
I wonder if there are any questions. 
Mr. EDlIrUNSTER. Mr. Loomis, I understood you to say that you are 

appearing on pehalf of the dairy interests, 
Mr. LoOMIS. A certain group of the dairy interests j yes, Sir j two 

of them, in fact. 
Mr. EDMINSTER. Will you please explain just how imports of coco

nut oil affect the interests of the dairy-producers! Just briefly, 
what is the cOl1liEiction between the two' 

Mr. LooMIS. Well, that has been a potent factor in the American 
dairy industry ever since 1902. 

Mr. EDMINSTER. What is the route by which that is done! Where 
does that effect come in, I take it, it is on the price of butter. 

Mr. LooMIS. Coconut oil, being the major factor or major item in 
the manufacture of oleomargarine, the price of coconut oil at the 
present time, or since the war, let us say, having been the potent 
factor in cost of the other ingredients of oleomargarine, permitting 
the manufacture of oleomargarine which is sold as a substitute for 
butter, at a price away below what it is possible to produce butterfat 
for in the United States. 

Mr. EDMINSTER. Have you any data as to the effect of the sales of 
oleomargarine, whether containing coconut oil or not, upon the price 
of butter! . 

Mr. LOOMIS. Yes, Sir. I have studied that and charted it a half. 
dozen times. I would not say now, nor do I believe it has ever been 
true, that it is a major factor in the price of butter. It takes the top 
off whenever there is an opportunity for a moderately high price for 
butter. It is a substitute which is open and available to every pur
chaser at every minute when he thinks the price of butter has gone to 
a price where he cannot afford it, and then he buys the pound of 
oleomargarine. . 

Mr. EDMINSTER. Are you familiar with conclusions which I under
stand have been reached by students of the problem who presumably 
have no ax to grind, as a result of research, that if all of the oleo
margarine produced in the United States, from whatever ingredients, 
imported or domestic, were prohibited from being sold, and if we 
assume furthermore that each pound of oleomargarine disappearing 
from consumption would be replaced by a pound of butter-which 
you will admit is a far-fetched assumption-the effect upon the price 
of butter would not be more than 3 cents a pound' 

Mr. LooMIs. I am not familiar with that. I am familiar with the 
background upon which that prediction might be made. I think 3 
cents is too small. Of course, the ceiling would be the world price 
plus our tariff. 
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Mr. EnllrlINSTEB. Assuming for the moment that 3 cents is the maxi
mum effect upon the basis of the supposition that a pound of butter 
would replace each pound of oleomargarine eliminated from consump
tion, in your opinion, Mr. Loomis, is it likely that more than a half 
pound of butter would be substituted for a pound of oleomargarine' 

Mr. LoollrlIs. I cannot answer that question. 
Mr. EDlIrIINSTEB. Isn't it a fact that the oleomargarine is consumed 

almost entirely by those elements of the population of very low 
purchasing-power' 

Mr. LoollrlIS. No, Sir. There is more misinformation and less 
understanding about who consumes oleomargarine than almost any 
other subject. It is almost as dark as the inside of a cow's stomach 
that they used to talk about. 

Mr. EDlIrIINSTEB. I thought it was bought chiefly because of the fact 
that it was cheaper and was taken as a substitute for butter by people 
who could not afford to buy the butter. 

Mr. LoollrlIs. Oleomargarine goes into a much wider consumption 
by a very much wider group of people when butter reaches a certain 
top price. 

I have canvassed the situation to find where it is sold here in Wash
ington. Incidentally, there is not much sold here. A large per
centage of the stores of the very moderate price section of the city 

.do not sell oleomargarine at all, while some of the stores in Chevy 
. Chase do sell it. 

Mr. EDlIrIINSTER. I do not want to testify; I am just asking ques
tions, but I do want to say that I have looked into the situation quite 
a bit, and I have come to the conclusion that if all the oleomargarine 
produced in this country were eliminated the efl'ect upon the price of 
butter would probably not be more than a cent or a cent and a half a 
pound at the outside. 

Mr. LoollrlIS. We would be very happy to get that cent or the 
cent and a. half spread over the year. 

Mr. EDMINSTER. If that is true, then I want to go on to a further 
question. Would the elimination from our import trade of all the 
coconut oil result in the cessation of margarine manufacture in this 
country! 

Mr. LooMIS. Oh, no; not at all. 
Mr. EDMINSTER. How much margarine do you think would be 

produced in this country if all coconut oil were eliminated' 
Mr. LooMIS. Just as much as now; perhaps more, if they could 

work the good psychology that they are using now. 
Mr. EDlIrIINSTER. By using the domestic ingredients' 
Mr. LoollrlIS. Yes. That is a situation which has arisen quite 

strongly in the last two or three years, due to their methods of han-
dling the cottonseed oil. . . 
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Mr. EDMINSTER. Then if that is the case, upon what grounds do 
you base your assumption that taxes or other restrictions upon im
ports of coconut oil are of any appreciable significance whatever to 
the dairy interests of this country ¥ 

Mr. LOOMIs. First, the importation of coconut oil has the same . 
effect on the United States cottonseed oil, or more so, than it does 
on the price of butter, particularly again within the last two years 
since' it has become useful as an ingredient in the lard-compounds 
and lard-substitutes. 

Mr. EDMINSTER. If the amount of margarine manufactured in this 
country is a very" minor factor in the price of butter-

Mr. LoOMIS. That is your assumption, not mine. 
Mr. EDMINSTER. All right, then; let it be my assumption for the 

moment. 
Secondly-and I believe this is your assumption-the elimination 

of coconut-oil imports would not affect the amount of margarine 
produced in this country? 

Mr. LooMIS. All right. 
Mr. EDMINSTER. It is not necessary to take my assumption on 

point on~_ Your assumption on point two is sufficient. How can you 
say that the maintenance and the increase in these taxes on coconut 
oil is of any significance to the dairy industry, which you say you 
are representing, leaving aside for the moment the question of export 
trade and the indirect adverse effects upon the industry and just 
considering for the moment the effect on the dairymen as producers ¥ 

Mr. LoOMIS. Of course, as you know, there are two or three fac
tors which affect the price of butter. One of those, and probably 
the most potent one-although I doubt if the industry always appre
ciates it-is the ability of the consumer to buy, because admittedly 
butter is a high-priced commodity. 

I want to qualify that. Most people think it is. 
The second factor is the operation of the varying quaI\tities com

ing on to the market at different periods of the year. Butter is 
cheap when it is cheap to produce. The times when butter ought. 
to be higher and better priced is when it is expensive to produce. I 
do not believe that oleomargarine, whether made from domestic oil 
or from foreign oil, in any way influences the price of butter during 
our surplus season, that is, influences it much, if any. There is a 
low price there anyway. But the very moment that the price of 
butter starts to and tries to rise, the efforts of the high-cost producers 
and of the people who have invested their money and must take 
care of their storage charges are to bring up the price of butter 
during the non-surplus season of the year; then we find turned loose 
on us this quantity-production of cheap oleomargarine, of which' 
there is no seasonal control, and we get a price-cut from the top. 
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Now, you want to know why, since there is just as much oleomar
garine made in the United States and since no coconut oil is pro
duced here, coconut oil has so much to do with it. That is because 
of the fact that they move together, that is, the prices of these oils 
and fats, from the lowest to the highest, go up and down together; 
:md when two or three oils with the large volume of consumption 
such as coconut oil, palm oil, palm-kernel oil, and sunflower oil 
come in and drop the price of oil in that medium grade, the whole 
price schedule goes down, making it possible for the oleomargarine
manufacturers to save 2 or 3 or4 cents in their cost of production 
and making it possible for them to reduce the price of oleomargarine 
by at least that much over what it would be, let us say, at the present 
time. 

Every grocer or every dealer in margarine and every manufac
turer of margarine are then ready and willing, no matter what he 
makes his product from, to offer lower prices. 

Mr. EDlIIINSTEJl. Mr. Loomis, I don't want to do all the questioning, 
and I know there are others who want to ask some questions; but I 
do want to ask one or two more questions. 

You make the statement that the prices for all these fats .and oils 
go up and down together. What was the price of coconut oil during 
the low point of the depression! 

Mr. LooMIS. Of course we may not agree, because we may be quot
. ing different grades. But we have set it approximately in the neigh
borhood of 3 cents as the price it reached early in 1934. I ~o not 
have any of my price charts or price data with me. 

I know that cottonseed oil got so cheap that the farmers were only 
getting $10 or $12 a ton for their cottonseed. 

Mr. EDMINSTER. On the Pacific coast, $2.50 I have here. 
Mr. LooMIS. That is a crude-oil class just landed here. 
Mr. EDMINSTER. Well, it is not necessary to have that exactly. The 

point I wanted to get at was this. You say that they go up and 
down together' 

Mr. LooMIS. Yes, Sir. 
Mr. EDMINSTER. Well, do you suppose our tariff policy in the past 

had anything to do with the fact that prices were that low during 
the depression' . 

Mr. LooMIS. Why, I think so, Mr. Edminster, very sincerely, be
cause there was an accumulation of fats and oils, both domestic and 
foreign, in stock in the United States at that time. There was never 
a peak in history like it-all of which could have been prevented by 
the Tariff Act, which we asked for repeatedly in 1922 and in 1930. 
I do not mean to say that they would have stayed up. to the 1929 01" 

even to the 1926 prices, but they certainly would not have reached 
the 1933 level. 
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Mr. EDMINSTER. Do you mean to say the fats and oils industry was 
on the basis of importation during the depression and that the exclu
sion of oils and fats would have increased the price of fats and oils 
up to present levels' 

Mr. LooMIS.' No; but it would have raised them. 
Mr. EDMINSTER. Are you sure of that ¥ 
Mr. LooMIS. No. Nobody is sure of those things. But I am as 

sincere in my belief in it as I can be. I feel perfectly sure that if 
the very modest-rates of duty which we asked for on this group of 
fats and oils in the Tariff Act of 1930 had been written in and the 
weasel words admitting certain denatured oils had not been written 
in, we would have had fats and oils a cent to a cent and a half higher 
during the depth of the depression. 

Mr. EDMINSTER. Notwithstanding the fact, as you say, that they 
are highly interchangeable, that some of the most important ones 
are on a very heavy export basis, and that edible oils and fats are 
distinctly on an export basis' 

Mr. LooMIs. We have no heavy export business in the fats and 
oils. 

Mr. EDMINSTER. Not now. 
Mr. LooMIS. We did not have in 1926 and 1927. Those eras of 

an effort to create self-sufficiency in our importing countries started 
in long before then; and, of course, lard was the first sufferer. 

Mr. EDMINSTER. Are you familiar with the expression ''triangular 
trade"! 
Mr~ LooMIS. Very much so. I was wondering why the term was 

not used this morning in the statement of the Trade Council. 
Mr. EDMINSTER. I was wondering why you did not use it in con

nection with our, trade balance with the Philippines. Do I under
stand you to say that cutting out imports from the Philippines would 
have no necessary relationship to our export trade or just to oUl" 
export trade with the Philippines, or just how did you state it' 

Mr. LooMIS. I said I thought we could get along and have about 
the same export trade with the Philippines that we have now under: 
the same basis that now exists, other than the reduction of quite a 
material part of our coconut-oil imports. I do not mean that I am 
suggesting it or asking for it~ 

Mr. EDMINSTER. When the Philippines sell products to us and 
acquire dollar exchange, what do they do with it, do you suppose' 

Mr. LooMIS. Go into the opeu market and buy what they need at the 
place they can buy it best. 

Mr. EDMINSTER. When they pay that dollar exchange to some other 
country for the things they want to buy from that other country, what 
does that other country do with the dollar exchani'8 ,. 
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Mr. LoolllI& I know some things they do not do with it, but I am 
not at all sure what they do do with it. They do not pay their debts 
with it. 

Mr. EDMINSTER. Is that dollar exchange worth anything to anybody 
except as it is redeemed ultimatEJy in goods and services of the United 
Statesl 

Mr. LooHIS. Ultimately that is right. 
Mr. EDMINSTEB. Then the test, I take it, of your statement with 

regard to restrictions of imports from the Philippines as affecting our 
export trade is ultimately one of whether or not foreign purchasing
power for American products is reduced or is not reduced. Is that 
not true' 

Mr. LooHIS. Certainly. 
Mr. EDlIUN8TER. Then when we do restrict imports from the Philip

pines we injure the interests of our exporters, whether to the Philip
pines or other countries' 

Mr. Loo:ms. If you will broaden that statement to say when we 
restrict imports we ultimately reduce exports j yes. But I am not sure 
that restricting imports from the Philippines has that effect. I don't 
know what is going to happen to these goods that they Wish to sell. 
Somebody else may be in the market for them. 

Mr. EDMINSTER. I think I have about used up my time. 
Mr. LooHIS. Let me say thi3) please. I appreciate the fact that I 

am going away over my time. But I saw a chart that WIlS made by 
one of the Government's best economists, who is now out of the Gov
ernment service, in which was charted the total transportation move
ment of commodities in the United States. It was a wonderful piece 
of work. The thing that struck me about it, and which I feel like 
asking you gentlemen to consider, is the extremely small section which 
shows either the export or the import movement of products in the 
United States. I am not an isolationist, Mr. Chairman. We have to 
have coconut oil in this country for the next 20, 30, 40, or 50 years, 
~nd also other oils. But there is very little sense in sending our money 
away from home when we can produce the same thing, or the equiva
lent of the same thing, in our own country. 

I have stood on that platform for a long, long time. 
Mr. WAllING. I want first to refer to Mr. Loomis' remark about the 

inexcusable error on page 105. 
Mr. LooHIS. I hope I am wrong, Mr. Waring. 
Mr. WAllING. You are. The Revenue Act of 1036 (Pub. No. 740, 

74th Cong., sec. 701, Tax on Cartain Oils) amended the Revenue Act 
of 1932 and includes-
whale oll (except sperm oll), fish oil (except cod ou. cod-liver oil, and halibut
liver oll), marine-animal oil, tallow, inedible animal oils, Inedible animal fats, 
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inedible animal greases, fatty acids derived from any of the foregoing, and salts 
of any of the foregoing; all the foregoing, whether or not refined, 8ulphonated, 
sulphated, hydrogenated; or otherwise processed, 3 cents per pound; sesame oil 
provided for in paragraph 1732 of the Tariff Act flf 1930, sunflower oil, rapeseed 
oil, kapok oil, hempseed oil, perilla oil, fatty acids derived from any of the fore
going .•. ; all the foregoing, whether or not refined, sulphonated, sulphated, 
hydrogenated, or otherwise processed, 4% cents per pound; any article, mer
chandise, or combination (except oils specified in section 602% of the Revenue 
Act of 1934, as amended) ••. a tax at the rate or rates per pound equal to that 
proportion of the rate or rates prescribed in this paragraph or such section 602% 
in respect of such product or products which the quantity by weIght of the 
imported article, merchandise, or combination, consisting of or derived from 
such product or products, bears to the total weight of the imported article, 
merchandise, or combination; hempseed, perilla seed, rapeseed, sesame seed, and 
kapok seed, 2 cents per pound. 

Mr. LooMIs. To save time, doesn't it say that these taxes apply to 
imports only ~ . 

Mr. W AlUNG. I see no reference to it as such. But even if it were, it .. 
could be called an import excise tax, and has been. 

Mr. LooMIS. The tax-collecting authorities make a very clear dis
tinction between an import tax and an excise tax. The import tax 
is collected: entirely, as you probably know, by the Customs Bureau, 
but the excise tax is collected by the Bureau of Internal Revenue. 

Mr. WARING. According to your statement it would appear that 
Congress had amended the Tarifl; Act and raised the import duty. 

Mr. LooMIs. No. 
Mr. W AlUNG. Therefore, the duty was not raised. 
Mr. LooMIS. Of course, the commercial distinction is that anyone 

who produces coconut oil in the United States will be subject to the 
excise tax; but nobody who produces tallow in the United States 
is subject to this tax. 

Mr. W AlUNG. That is true. 
Mr. LoOMIS. It is a choice of words. If I am wrong, I apologize. 
Mr. WARING. You make a great deal in your brief, Mr. Loomis, of 

the stimulation which has come to the production of peanut oil, 
soy-bean oil, and others as a result of this 3-cent tax. Do you think 
it would be possible for that development to continue if the 3-cent 
tax were removed on coconut oil and other oils' 

Mr. LooMIS. So far as I can answer that question-which is a 
prophecy and nothing else-I do not believe so. 

Mr. W AlUNG. Then, if that is the case, in effect what you are ask
ing is that the American consumer should pay a higher price or a 
price premium to the domestic producers of such oils' 

Mr. LooMIS. Excepting, as I cited in the soap case, they are not. 
Theoretically, yes. I want to be frank about that. 

Mr. WARING. In view of that fact, Mr. Loomis, how does that 
coincide with the statement in your brief on page 4, where you refer 
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to this suggestion on the eirect of the tax as a wealth-producing item, 
if American consumers are forced to pay more, particularly for oils 
which perform the same service' How does that produce wealth' 

Mr. Looms. Of course, it increases the production of the Ameri
can agricultural products. They are consumed, and the money 
remains in the United States. I am not enough of an economis~ 
because I am not an economist at all-to give any further analysis. 

Mr. W AJlINO. The fact is that the consumer would have to pay a 
higher price for the product performing the same service ¥ 

Mr. Looms. Yes; theoretically. 
Mr. W AJlINO. Actually. 
Mr. Looms. No; not actually, because I have just shown you the 

figures and the price paid for soap has not increased anywhere nearly 
so much. I say that it would happen as to the oils which go into 
oleomargarine. That is what we expect to happen. But I think 
there are a great many variables in there, Mr. Waring. It depends 
again upon the ability of the middle group, the processor and dis
tributor, as to what they can do with prices, whether they are in a 
buyer's market or in a seller's market. There are a half-dozen diller-
ent conditions. "" 

Mr. W AJlINO. In your brief you mentioned that most of the im
ports from the Philippines are. of an agricultural character. You 

. referred to this condition as a burden upon American agriculture. 
Mr. Looms. I did. 
Mr. W AJlINO. But you did not bring out in your brief that a part 

of those products exported from the Philippines are, for instance, 
abaca (Manila hemp), which we do not produce in the United· States 
and which we are in need of in our rope industry in the United 
States. That would not be a burden' 

Mr. Looms. I don't think so. 
Mr. W AJUNO. You did not mention in your brief that the United 

States consumes 6% million tons of sugar but produces only about 
2 million tons. That would not be a· burden on American agricul
ture, would it' 

Mr. Looms. We could get into a very long controversy over that, 
Mr. Waring. 

Mr. W AJUNO. My only point is that it is not fair to say that the 
entire exports from the Philippines are a burden upon American 
producers. 

Mr. LooMIS. That is right. I agree with that. 
Mr. W AJUNO. I do not think that was entirely brought out in your 

brief. 
Mr. Looms. I think that criticism is probably correct. 
Mr. W AJlINO. In as much as you state in your brief that you are not 

at all anxious to penalize or ruin the Philippine producers, and in 
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as much as imports of coconut oil from the Philippines are now 
limited to quota, I was wondering if you would have any objection 
to the removal of the export taxes which are provided for in the 
Independence Act. I just wanted to get your position on that. 

Mr. LooMIS. I do not believe I have any position on it; but I have 
been confused this morning by some references to export taxes which 
aeemed to me to be referring to import taxes into the United States. 
I am not familiar with that section. 

Is there a proViSion there that they are to assess an excise tax' 
Mr. WARING. During the second half of the Commonwealth period. 
Mr. LoOMIS. I thought that was the situation. I just want to say 

that I think this matter entirely within the hands of their own do
mestic economy and that I do not believe we have any interest in it 
one way or the other. 

Mr. WARING. They are required to impose it by the Independence 
Act. 

Mr. LoOMIS. I will take refuge by saying that if they do that it will 
either increase the cost of coconut oil in the United States, to which 
we would not object, or else it will come out of the producers in the 
Philipphi'es, which I think is the situation, because copra is sold on 
the world market, and I do not believe the producer in the Philippines 
has anything whatever to do with it. That is a broad statement. I 
mean in a very large measure with the world price of copra. 

Mr. WARING. In your direct testimony before the Committee you 
mentioned the financial benefits arising out of the processing tax. 
In as much as much of the oil so taxed is coconut oil coming from the 
Philippines, and in as much as the Supreme Court has ruled that these 
taxes collected are to be refunded to the Philippines, do you consider 
that the financial benefits to the United States are appreciable' 

Mr. LooMIS. So far as the tax on Philippine coconut oil is con
cerned, the Government gets no benefit from it; but the tax we do 
get a benefit from is a very large and important item. Incidenta1ly~ 
the Supreme Court said that too. 

Mr. WARING. Coconut oil in the form of margarine is competitive 
to some extent with butted I think you have brought that out, 
haven't your 

Mr. LooMIS. Yes. 
Mr. WARING. It is true, isn't it, that margarine is also subject to a. 

Federal tax in additio~ to the processing tax on coconut oil , 
Mr. LooMIs. A very small one. 
Mr. WARING. A Federal tax' 
Mr. LooMIS. Yes. 
Mr. WARING. And various state taxes, which are not small' 
Mr. LoOMIS. That is true. 
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Mr. WAJUNG. Isn't it true that both the proportion and the volume 

of coconut oil used in margarine has declined in recent months' 
Mr. LooHlS. I have in mind that the decline does not seem to have 

been as great as we expected or that has been commented upon. 
Mr. WAllING. It has declined, however! 
Mr. LoolllI8. May I read these figures for the record from the United 

States Tariir Commission Report, supplemented by the 1935 figures, 
that is, in Report No.llS' This is page 94: 

Oleomargarine-coconut-oll consumption, 1931, l.33,177,OOO pounds. In 1932 
It was 123,219,000 pounds; in 1933 it went up to 150,096,000 pounds; in 1934 it was 
back to l.23,678,OOO pounds; in 1005 it went up to 174,314,000 pounds; and last 
7ear it stood at 150,465,000 pounds. 

There does not seem to be much decline. 
Mr. WARING. From 174,000,000 to 150,000,000' 
Mr. LooMIS. That is a decline from 1935 to 1936; but in 1935, when 

the tax was in eft'ect, there was also an increase to 150,000,000. 
Mr. WARING. The drought conditions could explain that. But, as 

I understand it, the decline has continued in recent months of 1931. 
Mr. LooMIS. I haven't even looked at the figures. 
Mr. WAllING. The principal use for coconut oil in the past, and at the 

present time, is in the manufacture of soap' 
Mr. LooHIS. Yes, Sir. 
Mr. WARING. Despite your comments about the lauric-acid content, 

Mr. Loomis, it is true that in order to have a free-lathering quality, 
which the domestic consumer has either come to appreciate or has been 
taught to appreciate-whichever you prefer-it is necessary for the 
soap-manufacturers to use certain quantities of coconut oil' Is that 
not correct' 

Mr. LooMIS. Well, there are qualifications I might make on that if 
I wanted to be critical. But I agree with it. 
.' Mr. WARING. I say coconut oil, or babassu oil, or palm-kernel oil, 
or other lauric-acid oil. 

Coconut oil then fills a need in the United States for which we have 
no substitute' 

Mr. LooMIS. Not because of what you have just said. There is a 
need in certain types and kinds of soap. I think we could get along 
very nicely without free-lathering toilet soaps. In fact, some of the 
very best in the world; for instance, a very famous English soap is 
made exclusively from American tallow furnished by a concern that 
is a member of our association in England. There is not an ounce of 
lauric acid used in it. 

Mr. WARING. But it does fill a demand' 
Mr. LooHIs. Yes; a demand which has been developed by very 

clever salesmanship. 
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Mr. W ARING~ And the coconut oil rendered inedible, to which you 
referred a little'while ago, would not compete in any way with butter! 

Mr; LOOMIs. Oh, yes. I have spoken more words OJ). that subject 
and spent more time on it than any other subject in the last two 
years. I insist that these prices go up and down together; and 
denatured coconut oil competes with every crude oil. 

Mr. WARING. What would be the effect on the price of coconut oil 
that is not reng.e:r,:ed inedible which could be used in the production 
of margarine, if the tax were removed from coconut oil rendered 
inedible for soap' 

Mr. LooMIS. In the United States the first effect, of course, would 
be to crowd the undenatured oil out of the soap industry entirely. 
That would probably reduce the price of the undenatured coconut oil 
in the United States. I don't know about that. That is inside control. 
It depends upon who is handling it, how strong their hands are, and 
what there is to it. But I would say that would be the net effect if 
no handicap were thrown into the way of the operation. That would 
cheapen the cost of oleomargarine in the United States and would 
immediately reverse the trend toward domestic oils in oleomargarine. 

Mr. WARING. I wonder if it would be possible to have just the oppo
site effect; that is, if the tax were removed from inedible oil the 
soap-producers wou1d find a cheaper product, would they not' 

Mr. LoOMIS. The denatured oil' 
Mr. WARING. Ye5. 
Mr. LoOMIS. Presumably. 
Mr. WARING. And, therefore, would be somewhat anxious in bidding 

for it. So the denatured oil would probably not decline by the 
amount of the tax, in which case the producers of coconut oil would 
have the choice of either denaturing it or letting it go into the 
edible trade. If they got a higher price in the inedible trade, almost 
none would be available for the edible field' 

Mr. LooMIS. I confess my entire inability, and even ignorance, to 
analyze that situation. 

Mr. WARING. Thank you, :Mr. Loomis. 
Mr. ROXAS. Mr. Loomis, am I correct in my understanding from 

your statement that copra and other oils coming from foreign coun
tries are on the free-list, that you have no objection to the present 
arrangement whereby coconut oil and copra from the Philippines 
enter the United States today, and that what you are really interested 
in is the preservation of the 3-cent excise tax! Is that correct' 

Mr. LOOMIS. That is pretty nearly correct. We might change our 
minds about that if something should happen in the future. 

Mr. ROXA-s. But at present' 
Mr. LoOMIS. At present we are entirely satisfied. 
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Mr. RoXAS. You are satisfied with the present arrangement' 
Mr. LooMIS. Yes. 
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Mr. RoXAS. And you are also satisfied, considering the relationship 
between the Philippines and the United States, historically, commer
cially, and otherwise, in maintaining the present 2-cent differential in 
excise taxes in favor of the Philippines as against coconut oi). imported 
from other countries than the Philippines' Am I correct in that' 

Mr. LooMIS. ,That is about the statement. We are not nearly so 
much concerned about maintaining that differential as we are about 
maintaining our own price-levels. We have no objection to that so 
long as other factors do not interfere which reduce our prices back 
below the cost of production. 

Mr. RoXAS. Therefore, Mr. Loomis, I am correct in my assuniption 
that you have no objection to continuing the present arrangement, the 
existing conditions, and the laws in relation to Philippine imports of 
coconut oil into the United States! 

Mr. Looms. No present objection. 
Acting Chairman SAYRE. Are there any other questions of Mr. 

Loomis! 
Colonel McDONALD. Do you appear in behalf of any group inter

ested in exporting canned milk to the Philippine Islands' 
Mr. Looms. No, Sir. My representation of the dairy industry is 

confined to the butter industry. 
Colonel McDONALD. Does butter pay any tax, Federal or State, in 

the United States such as oleomargarine pays! 
Mr. LooHIS. No, Sir. 
Colonel McDONALD. You stated that oleomargarine takes the top off 

the price of butter whenever it tends to go too high. Is that an 
unmixed evil for the consumers of the United States' 

Mr. LooMIS. I got myself into a great many controversies with my 
own people on that subject. Perhaps I had better ask to be excused 
from answering it on the public record here. 

Colonel McDONALD. In the case of the stoppage or large reduction 
in the sale of coconut oil and copra in the United States, what do you 
suggest be done for the 4 million Filipinos who are dependent upon it' 

Mr. LoOHIS. There is a world market for copra of tremendous size. 
I believe it is a better oil than the oil with which it competes most in 
the world market. While I would not like to take part in any effort 
which would force the Philippines entirely out of that world market, 
I believe they are perfectly capable of taking care of themselves in 
that market. Their troubles in that case would not be with us but 
would be with the producers in other parts of the world. But I have 
some documents here to show what they would be up against in the 
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question of labor costs in the production of copra elsewhere; but I 
think it would not be worth while to go into it now. 

Acting Chairman SAYRE. Are there any further questions of Mr. 
Loomis¥ 

(No response.) 
If not, ¥r. Loomis, we thank you very much for your kindness in 

appearing before the Committee. 
Mr. LooMIS. I appreciate the time given to me •• 
Acting Chairman SAYRE. As has been announced previously, owing 

to the large number of requests received for the opportunity to make. . 
appearances on the Pacific coast, the Committee has decided to hold . 
hearings on the Pacific coast from July 21st to July 23d. 

The Committee will expect to sail on the following day for the 
Philippines, that is, on July 24th. The Committee will also hold 
hearings in the Philippine Islands. 

The hearings in Washington are now adjourned. 
(Thereupon, at 1: 10 o'clock p.m., June 23, 1937, an adjournment 

was taken to San Francisco, California, until July 21, 1937.) 
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PUBLIC NOTICE OF HEARINGS, JUNE 19, 1937 

FortMPre88 June 19, 1937 

PUBLIC NOTICE 

IbAmNGB ON UNITED STATES-PHILIPPINE AFFAIRS TO BE HELD IN 

SAN FRANCISCO 

The Joint Preparatory Committee on Philippine Affairs has re
ceived numerous requests to hold public hearings on the Pacific coast, 
so that interested parties in that region might present their views 
regarding the effects of existing legislation upon the commodities 

'and services involved in the present economic relations between the 
United States and Philippines. It has been decided, therefore, to 
hold hearings in San Francisco from July 21 to July 23, inclusive. 
The address at which the hearings will be held will be announced 
later. 

Persons wishing to appear before the Committee in San Francisco 
should submit statements of views in writing, and applications for 
supplementary oral presentation of views, not later than 12 o'clock 
noon, July 20. Until July 1, briefs and applications should be ad
dressed to "The Joint Preparatory Committee on Philippine Affairs, 
Room 206, United States Tariff Commission, 8th and E Streets, 
Washington, D.C." Thereafter, they should be addressed to "The 
Joint Preparatory Committee on Philippine .A1rairs, San Francisco 

• District Office, Bureau of Foreign and Domestic Commerce, 311 
Customhouse, San Francisco, Calif." 

Written statements should be typewritten, processed, or printed. 
It is requested that 15 copies be submitted in order to facilitate study 
of the briefs by each member of the Committee. 

Brief supplementary oral statements may be made to the Com
mittee at the public hearing only by persons who, before· July 21, 
1937, have filed written statements and who have made application 
for a hearing. Applications for oral statements should indicate 
the approximate amount of time requested of the Committee for the 
submission of views. 

FRANCIS B. SAYRE 

Acting Ohairman 
Joint Preparatory Oommittee on Philippine Affairs 
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PROCEEDINGS OF JULY 21, 1937 
MORNING SESSION 

MERCHANTS' EXCHANGE BUILDIXG, 
SAN FRANCISCO, CALIFORNIA, 

W Wnesday, July ~1, 1937. 

The hearing before the Joint Preparatory Committee on Philippine,' 
Affairs was resumed at 10 o'clock a.m. 

Present: 
The Honorable J. V. A. MAoMURRAY, Ohairman; 
Mr. JOSEPH E. JACOBS, Vice Ohairman,' 
Mr. CONRADO BENITEZ; 
Mr. LoUIS DOMERATZKY; 
Colonel DONALD C. McDoNALD; 
Mr. CARL B. ROBBINS; 
The Honorable J OBE E. ROMERO; 
The Honorable MANUEL RoxAB; 
Mr. BEN D. DORFMAN; and 
Mr. FRANK A. WARING. 

OPENING STATEMENT OF MR. MAcMURRAY 

Chairman MAcMURRAY. The meeting will please come to order. 
The present meeting of the Joint Preparatory Committee on Phil

ippine Affairs is the first of a series to be held in San Francisco for 
the purpose of' giving opportunity for hearings of the same sort . 
that have already been held in Washington under the Chairmanship 
of Mr. Sayre, Assistant Secretary of State, who, at that time, was" 
acting as Chairman of the Committee. 

It, perhaps, would be well to repeat the clear explanation of the 
purposes of these hearings which was given by Mr. Sayre in open
ing the Washington series of hearings. I will, therefore, read the 
remarks that he made at that time. 

The Joint Preparatory Committee on Philippine Mairs, seated around this 
table, is engaged in a very far-reaching undertaking to ascertain how United 
StateS-Philippine commercial and other relationships may be adjusted in a 
way which will spell future happiness and prosperity for both peoples. This 
is a grave responsibility which I do not think we can overemphasize. The 
future stability and prosperity of the Philippines is of vital concern to Amert " 
cans as well as to Filipinos. ' 

For over a quarter of a century successive administrations of our Govern
ment have based their policy with reference to the Philippines upon an abid-
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ing confldence in the abllty of the Filipino people ultimately to govern 
thell18elve. u a free and independent nation. The talk of making the transi
tion to a Btatua of complete independence is one, however, which involves 
problema of great magnitude. These problema relate not merely to trade be
tween the two peoples but also to political and economic considerations of 

.tar-reaching signi1lcance to the United States, to the Philippines, and to all 
nations having interests in the Far East. The attainment of the objectives 
which both peoples have in mind will require patience and a sense of fair 
play and cooperation. The Joint Committee, with such ideals in mind, is 
endeavoring to make some contribution toward the successful conclusion of 

, this really great undertaking. 
The terms of reference governing the work of this Committee were mapped 

out in conference with President Quezon in March of this year. The cir
cumstance. which led up to the setting up of the Joint Committee were out
lined in Identic letters, dated May 24, 1937, which, as Chairman of the in
terdepartmental Committee on Philippine Affairs, I addressed to Senator Mil
lard E. Tydings and to Congressman Leo Koclalkowski. The letter to Sen
ator Tydings was printed in the Congressional RecortJ of May 26, 1937 (pp. 
fl57lH1576). It was pointed out therein that responsible persons in both 
countries have felt that certain "imperfections or inequalities"-to use the 
terms of President RooseVelt-may exist in the Independence Act of March 24, 
1934, and that these so-called "imperfections or inequalities" are susceptible 
of adjustment through joint study and conference. It has also been felt that 
uncertainties and misconceptions in regard to the future political and economic 
relations of the Islands should be removed as soon as practicable because, 
until these uncertainties and misconceptions are removed, necessary economic 
4djustments in the Islands will be delayed. In addition, there are comparable 
problema Involved in prpvldlng anadjnstment of American export trade to a 
non-preferential, competitive position in the Philippine market. A recog
nition of the existence of these problems has led to the setting up of this 
Joint Commit~ in order to make studies, to hold hearings, to obtain the 
views of interested parties both in the United States and in the Philippines, 
and to make recommendations to the appropriate legislative authorities. 

It has been agreed that, within a certain specified scope, this Committee 
should have general and fairly extensive powers of recommendation; that the 
Fllpinos should be given an opportunity to attain economic as well as pOlitical 
independence: and that preferential trade relations between the United States 
and the Philippines should be terminated at the earliest practicable date con
sistent with a!fordlng the Philippines a reasonable opportunity to adjust their 
national economy. It would not be fair or right suddenly to make abrupt 
changes which might entail economic disaster to the Philippines. I am sure 
that the American people want the Filipino people to have every opportunity 
to establish a sound economic regime in order that they may be able to main
tain their independence. In an endeavor to find a solution of these problems 
the members of this Joint Committee of Americans' and Filipinos are working 
shoulder to shoulder. 

This Committee, nevertheless, Is performing a task which is merely prepara
tory or advisory in character. It has no power to decide upon courses of 

, -action. It has no power to control future legislation. But I hope that the 
Report and recommendations of the Committee will be so appealing, so inevi
table because of the careful marshaling of facts leading up to the conclusions, 
that both the American Congress and the Commonwealth Assembly will see 
fit to follow the recommendations and to embody them in such legislation as 
may seem necessary and desirable. 
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The purpose, of the hearings which begin this morning is to provide ample 
opportunity for the presentation of the views concerning economic and other 
relationships between the United States and the Philippines. I earnestly in
vite your cooperation and your help. 

At the same opening meeting Mr. Sayre also read certain rules 
of procedure for the hearings on the United States-Philippine 
Affairs as follows: 

First, oral statements of views should be brief and supple
mentary to the written statements which are to be filed on or 
before-in the present case it will be July 19, 1937. 

Second, persons presenting oral statements may be questioned 
by members of the Committee during and at the close of their 
presentation. 

Third, the hearings will begin at 10 o'clock a. m. on July 
21, 1937, and each day thereafter until all witnesses have been 
heard. Hearings will be continued at 2 o'clock each afternoon. 

Fourth, the Chairman will ascertain from each person appear
ing before the Committee at the beginning of his statement, the 
approximate amount of time which he desires. The Chairman • 
may use his discretion in apportioning the time of the Com-.
mittee at each hearing. 

Those statements by Mr. Sayre, which are repeated at the present 
hearings, will indicate the purpose and the method which the hear
ings are to follow. 

The first witness scheduled for this morning is Mr. S. S. Lawrence, 
sales manager, appearing on behalf of the Shell Chemical Company 
of San Francisco. 

Is Mr. Lawrence present! 
(No response.) 
It would appear that Mr. Lawrence is not present. We might· 

then pass on to the next witness, reserving to Mr. Lawrence the 
opportunity to appear later. 

The next witness is Mr. Clarence H. Matson, manager of the' 
Department of Foreign Commerce and Shipping of the Los Angeles . 
Chamber of Commerce, Los Angeles, California. 

Is Mr. Matson present ¥ 
Mr. MATSON. Yes, Mr. Chairman. 
Chairman MACMURRAY. Please come forward, Mr. Matson, and be 

seated. 
About how much time do you expect to consume, Mr. Matson! 
Mr. MATSON. My statement will be brief, Mr. Chairman, as I . 

simply want to bring out three or four points in the brief which we 
have already filed. 

Chairman MACMURRAY. Very well. 
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STATEMENT OF MR. CLARENCE H. MATSON, REPRE
SENTING THE DEPARTMENT OF FOREIGN COMMERCE 
AND SlITPPING, LOS ANGELES CHAMBER OF COM
MERCE 

Mr. MATSON. Mr. Chairman and Members of the Committee: We 
have already forwarded to you 15 copies of a supplemental brief,1 
which really is our main brief, but we did not have opportunity to 
file in Washington the views which we wish to file with your honor
able Committee. 

I will take time only to call attention to the stand that the Los 
Angeles Chamber of Commerce has taken in this matter. 

First, we accept as a fixed policy in the United States the question 
of the independence of the Philippines. We are not saying anything 
on that subject. 

We also consider the date at which independence will take effect 
as more or less of a political detail and of more interest to the 
people of the Philippines and of more importance to them than it 
is to us. We are, therefore, making no recommendations or entering 

* into no discussion on that subject. 
• We are, however, vitally concerned with the economic phases of 
this question, particularly the definite continuance for a time at 
least, for a fixed time, of the preferential trade arrangements. We 
are asking that those be fixed at least until 1946. We consider that 
time will slip by very quickly. We find that many developments 
are taking place around the Pacific-in fact, in our trade relations 
throughout the world-and, therefore, we think there should be no 
change at least before 1946, as has been contemplated heretofore. 

We are also suggesting that prior to that time-perhaps two years 
• prior to that time-this, or some· other authorized body, continue 

the study which you are now making, in view of developments which 
may take place under independence, or under preparation forinde-

"pendence, to consider whether or not preferential trade relations 
should or should not be continued after 1946, and, after the present 
"arrangements should be discontinued, to provide for a reciprocal 
trada agreement .between the United States and the Philippine 
Islands. 

We discover that there is some opposition and discussion relative 
to export duties on Philippine products as provided in the present 
act beginning with 1941. We are not asking that those be either 
continued or rejected. They are an economic matter of more interest 

. to the Philippine people than they are to us here in the United 
States. Doubtless conditions will arise which will make the Philip-

'See voL UI. 
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pine Gove~ent wish either to put these duties into effect or per
haps nott!>' do so. However,'as I understand the present act, it is 
mandatory; and we are suggesting that these export duties, on the 
part of the Philippine Government, be made permissive instead of 
mandatory .. 

That, Mr. Chairman and Members of the Committee, is the 
practical extent of our recommendations. 

If you wish to ask any questions I shall be glad to attempt to 
answer them. - Otherwise we will submit the matter with this state
ment. 

Chairman MAcMURRAY. Are there any questions to be asked of 
Mr. Matson' 

Mr. RoXAs. I have some questions, Mr. Chairman. 
Chairman MAcMURRAY. Mr. Roxas. 
Mr. RoXAs. Mr. Matson, do I understand correctly that you are 

proposing a plan which contemplates the meeting of a trade con
ference about two years before 1946 to discuss the possibility of 
continuing preferential trade relations between the Philippines and 
the United States after independence; is that correct! 

Mr. MATSON. Our basic idea is to make as little change in the" 
present status, as constituted, as possible. But we anticipate that 
there will be changes. We find, practically every month, consider
able changes in trade relations around the Pacific. We look at the 
Philippine Islands as an important economic element of the Pacific 
basin, and for that reason we suggest that, sometime prior to 1946, 
either this Committee or another body be constituted to renew this 
study and make suggestions as to what shall happen after July 1, 
1946. 

Mr. RoXAS. In other words, you wish to defer any possible changes 
in our present trade relations with the United States until shortly 
before 1946' 

Mr. MATSON. Yes. First, to make definite the present preferen
tial trade arrangements until 1946, and sometime shortly before that 
time to renew this study. 

Mr. RoXAs. Did I understand you correctly, also, when you said 
that it would be better if the export tax provisions of the present 
Independence Act, which make it mandatory to collect this tax in 
the Philippines, be made permissive rather than mandatory' 

Mr. MATSON. Yes; that is our opinion. 
Mr. RoXAs. Would you give the Committee your reasons for 

making that suggestion ¥ 
Mr .. MATSON. For the reason that the changes which may take 

place around the Pacific may have a bearing on that subject. The 
Government of the Philippine Islands may need revenues, which 
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could be collected through this export tax, or it might prove that 
this export tax would be detrimental to the PhilippIne trade. 
That is a detail of more importance to the people of the Philippines 
and should be acted on through their representatives, rather than 
fixed so far in advance. 

Mr. RolWJ. Do you know any reason why American domestic 
producers could be in any way interested in the question of whether 
the Philippines should not impose these export duties on the Philip
pine imports into the United States' 

Mr. MATSON. I can conceive that some might be. 
Mr. Rous. For example! 
Mr. MATSON. Well, I would rather not say. 
Mr. RolWJ. But you believe that there might be some reason why 

these provisions should remain mandatory' 
!tIr. MATSON. No, it should not be mandatory; it should be made 

permissive. 
Mr. RoXAS. I don't think I made my question clear. My question 

was, Do you know of any reason, from the viewpoint of American 
producers, why these duties should remain mandatory! 

Mr. MATSON. Well, there might be, but at the same time it is 
rather difticult to look that far ahead in view of changing conditions. 

Mr. RouB. Your opinion is that these export taxes are more the 
concern of the Philippines, the Philippine producers, and the 
Philippine Government, than the concern of American producers; is 
that correct' 

Mr. MATSON. More of a legitimate concern to them; yes. 
Mr. Rous. Thank you. 
Chairman MAcMUllRAY. Are there any other questions' 
(No response.) 
Thank you, Mr. Matson. 
The next witness on the list is Mr. A. M. Scott, chairman of the 

Maritime Commerce Committee of the Portland Chamber of Com
merce,Portland,~gon. 

Is Mr. Scott present! 
Mr. Soorr. Yes, Mr. Chairman. 
Chairman MAoMUllRAY. Will you come forward, Mr. Scott, and 

be seated! 

STATEMENT OF MR. A. M. SCOTT, REPRESENTING THE 
PORTLAND CHAMBER OF COMMERCE 

Mr. SCOTl'. I have been requested to give an oral presentation for 
the Portland Chamber of Commerce, Portland, Oregon, and the 
Seattle and Tacoma Chambers of Commerce, in cooperation with 
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the Port Traffic Development ;Bureau, an autonomous agency of the 
port of Portland. . ' 

As a background to my remarks I would say that I have been Closely 
associated with the Philippine trade since 1922, having made six 
visits to the Islands, of from one to three months' duration, in the 
development of the export flour trade. ~ During these visits, I have 
called at all major outports, traveled in the interior, and generally 
observed busi!t~, political, and economic conditions. 

Briefs 2 have been filed with your honorable body by the Chambers 
'of Commerce which I represent, as well as briefs by national and com
mercial bodies throughout the United States. I would especially 
endorse and commend to your careful study the excellent and con
structive brief of the National Foreign Trade Council, Inc., and the 
brief of the Millers' National Federation, both presented at your 
Washington, D. C., hearing. 

The Pacific Coast Chambers of Commerce have attempted to give 
you a dependable cross-section of conditions affecting their respective 
areas in connection with trade to and from the Philippine Islands. 
We particularly desire to stress the vital importance to both the Phil
ippine Commonwealth and the United States of the continuation of 
the preferential treatment to Philippine products entering the United 
States, in order to assist in building up the Philippine economic de- ~ 
velopment and better standard of living so well started under the 
guardianship of the United States Government, and to United States 
products entering the Islands, in order to protect American invest
ments and industries built up during the past 37 years under the 
protection of the American flag. 

The United States Government assumed the responsibility in 1898 
of protecting and fostering the struggling and imposed-upon Fil-· 
ipinos. As a result the Philippines now have modern schools, sani
tary living conditions, public highways, railroads, modern ports 
and facilities, and modern military and coast defenses, on which the 
United States spent many Inillions of dollars. All in all, the United 
States performed a very creditable task in nobly fulfilling its duty. 

The United States Government also encouraged its citizens to 
travel to the Philippines for investment and business development 
to .the extent of at least $200,000,000. These investments by Amer
ican citizens have gone a long way toward building up, educating, 
and developing the Filipinos to a better standard of living and 
should be given consideration in the continued development of 
Philippine affairs, both from the standpoint of the Filipinos' eco
nomic development and the protection to the American citizens so 
entrenched. 

• All brIefs submitted are printed in vol. III. 
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The Filipinos have shown their appreciation of this development 
in social, industrial, and political ad'l'ancement and are now classed 
as having the highest living conditions and social development of 
any oriental country. . 

When we follow the published statistics showing the increase in 
importation of Philippine products into the United States from 1898 
through 1936, we see the magnificent results of the United States 
rule over the Islands and the development of industries on our 
Pacific coast by using Philippine raw materials. At the same time 
we observe the increase from nothing to over $60,000,000 annually 
of United States exports, principally agriCUltural products. And 
these very agricultural products, originating to a great extent in 
our Pacific-coast States, have been and still are sadly in need of 
markets I 

In the announced policy released by the State Department on 
March 18, 1937, President Quezon, of the Philippines, and Mr. 
Sayre, Assistant Secretary of State, stated in connection with their 
release: "Thereafter it is contemplated that trade relations between 
the two countries will be regulated in 8.ccordance with a reciprocal 
trade agreement on a non-preferential basis." If this policy were 
carried out, we would view it with misgivings and alarm as a serious, 
upsetting factor both to Philippine and United States business to 

- and from the Islands. 
When the United States signed the Treaty of Peace in Paris on 

December 10, 1898, article IV of said treaty stated: 

The United States will, for the term of ten years from the date of the 
exchange of the rati1lcatlons of the present treaty. admit Spanish ships and 
merchandise to the ports of the Philippine Islands on the same terms as ships 
and merchandise of the United States. 

Are our administration in Washington and the new Government 
in the Philippines so anxious for Philippine independence that they 
would not grant to American and Philippine businessmen the same 
consideration that our Government in 1898 afforded to Spanish 
business and shipping under the Treaty of Peace! We emphatically 
say, "No". With far greater trade relations between our country 
and the Philippines than existed between Spain and the Philippines, 
10 years in itself is the minimum time required for S1!ch business 
readjustment. Certainly our State Department today would: be as 
generous with American businessmen as they were with the Span
iards in 1898. 

Commenting on our trade to the Philippine Islands, I would make 
a brief reference to exhibit A of the Millers' National Fideration 
presented at your Washington, D.C., hearing. Up to 1928 practi
cally all the flour imported into the Philippine Islands was from 



194 HEARINGS HELD BEFORE THE COMMITTEE 

the United' States; thereaftei danada and Australia started to par
ticipate, being',followed in 1932 by Japan. The increasing quanti
ties of Canadian,· Australian, and Japanese flour imports began 
with the era, of ~epreciated foreign currencies and lower foreign 
prices as against our higher American prices resulting from activi
ties of the Stabilization Corporation. Since the leveling up of 
exchanges in Canada and Australia, their flour prices have re
mained low; Japan's currency remaining at a heavy discount, 
enabling thenr to buy the cheaper Australian wheats, mill it in 
Japan, and reship it to the Philippines in competition with our 
American products. Even with the assistance of the subsidies given 
us through our arrangement with the Agricultural Adjustment Ad
ministration, you will see that the foreign flour competition has 
steadily encroached on American export flour-millers until in 1935 
our percentage dropped to 28.2 percent of the Philippine business; 
while Canada obtained 18.3 percent; Australia, 41.3 percent; and 
Japan, 11.9 percent. This showing is made even with a duty against 
foreign flours of 47 cents a hundred kilos. So it goes without saying 
that, if we place the Philippines on a full non-preferential-duty 
basis on their products entering our country, they will naturally 
retaliate for their own protection by eliminating duties from other 
foreign countries, thus completely ruining our flour trade. 

The Pacific-coast States of Oregon, Washington, and Idaho are 
largely agricultural and, having a sparse population, must seek 
outside markets for their other surplus products besides wheat. A 
good beginning has been made in the Philippines and only in recent 
years, with the development of refrigerator and cooling-services by 
American steamship lines have we been able to introduce in fairly 
large quantities our fresh fruits and vegetables. This business now 
includes fresh apples, pears, vegetables, onions, !1nd frozen meat; 
these are going forward to the Philippines in constantly increas
ing volume, our most recent addition to this business being the 
frozen strawberries, which is just in the beginning but which shows 
promise of a steadily increasing volume. This business tends to 
reduce our agricultural surpluses at satisfactory prices and gives 
us much-needed cargo for our American Merchant Marine. Any 
adverse trade relations will tend to decrease and destroy this valu
a~le. outlet for American farmers and producers. 

The National Cooperative Milk Producers' Federation in their 
brief presented in Washington, D. C., have taken the position of 
demanding that thefhilippines be put on the basis of a foreign 
nation with full United States duties assessed against all incoming 
produ,cts, "basing their argument on the fact that copra oils com
pete against American edible products. When we look into this 
position and note that only a small percentage of the copra oils 
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goes into edible products, the larg~ percentage going ~nto soap, 
which is not objected to, and that the residue from the coconut, such 
as copra cake, is used in commercial feed in large quantities for the 
benefit of our dairy associations in building up their feed qualities, 
we can Bee that this association is over-concerned and only looking 
at one side of the ledger. For instance, the percentage of copra oil 
used in edible products to which this association objects would be 
valued at less than $8,000,000. Against this we have a statement 
from the Philippine records which shows in the year 1936 imports 
of processed American agricultural products of $19,046,734, divided 
as follows: 

Food products (excluding rice) ______________________ $8,653,000 
lVbeat fiour _________________________________________ 1,546,738 
lIeat products_______________________________________ 8~193 

J)alr.v products ______________________________________ 1,222,348 
Cotton goods ________________________________________ 6,732,455 

Nearly all' these products represent surplus products from our 
farms a.nd show a large balance in our favor without taking into 
consideration fish products, iron and steel, automobiles, mineral oils, 
and paper. 

In canned milk, we are competing in the Philippines with the 
Netherlands, Australia, Japa.n, a.nd others. The 1936 receipts of 
canned milk in the Isla.nds amounted to 18,911,042 kilograms. The 
percentages of delivery were as follows: 

United Ststes _______________________________________ 40 percent 
!letberlands _________________________________________ 46 percent 
,AustraHa ___________________________________________ 8 percent .. 

lapan ________ ~-------------------------------------- 5 percent 
There are no dairy interests in the Philippines, and the consump

tion of canned milk is steadily growing. With continued favorable 
trade relations there is no reason why this business should· not con
tinue to the material advantage of our American dairy interests. 

The Tydings-McDuffie act provides for definite trade relations 
between the Philippine Islands and the United States until the rec
ognition of the independence of the Philippines on July 4, 1946. 
Section 6 of the act provides that "after the date of inauguration 
of the Go:vernment of the Commonwealth of the Philippine Islands 
trade relations between the United States and the PhilippineS ·slian 
be as now provided by law", with certain exceptions. Those ex
ceptions are that for a. period of 10 years the quantities of sugar, 
coconut oil, and cordage, products of the Philippine Islands, to be 
admitted free of duty into the United States, shall be limited as 
specified by the act a.nd that from the sixth to the tenth years 'after 
the inauguration of the Commonwealth Government export taxes 
ranging from 5 percent in the sixth year to 25 percent after the 
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ninth year of the rates of duty which are required by the laws of 
the United States. to be levied, collected, and paid on like articles 
from foreign countries shall be imposed by the Gov.ernment of the 
Philippine Islands. In all other respects the trade relations be
tween the Philippine Islands and the United States are to be as 
provided by law in effect at the time of the approval of the act. 

Articles the growth, product, or manufacture of the United States " 
shipped directly from the United States to the Philippine Islands 
thus under the act are to continue to be admitted into the Philippine 
Islands free of duty until the recognition of the independence of the 
Philippine Islands on July 4, 1946. 

The act further provides that, pending the final and complete 
withdrawal of the sovereignty of the United States over the Philip
pine Islands, "citizens and corporations of the United States shall 
enjoy in the Commonwealth of the Philippine Islands all the civil 
rights of the citizens and corporations, respectively, thereof". 

The trade relations between the Philippine Islands and the 
United States and the civil rights of citizens and corporations of 
the United States, by the action of Congress and of the Filipino 
people, have thus been definitely fixed and determined by the 
Tydings-McDuffie act until July 4, 1946. Having thus been deter
mined and fixed, many American citizens and corporations, relying 
thereon and depending on the good faith of the two Governments, 
have made definite commitments and incurred definite obligations. 

We therefore respectfully submit that it is fundamental that the 
trade relations between the Philippine Islands and the United States 
and the civil rights of citizens and corporations of the United 
States cannot, in fairness and in good faith, be amended so as to 
be less favorable- to citizens, corporations, and residents of and in
vestors in the Philippines than as provided in the act itself. 

On the contrary, it has generally been recognized that in many 
respects the economic provisions of the act are unfair and onerous 
and do not make sufficient allowance for the necessary economic ad
justments in the Philippine Islands prior to the date of the recogni
tion of independence. Thus, President Franklin D. Roosevelt, in 
a special message to Congress when the act was submitted, stated: 

•••. Where Imperfections or inequalities exist, I am confident that they can 
be corrected alter proper' hearing and in fairness to both peoples. May I em
phasize that while we desire to grant complete independence at the earliest 
proper moment, to effect this result without allowing sufficient time for neces
sary political and econ~mic adjustments would be a definite injustice to the 
people of the Philippine Islands themselves little short of a denial of inde
pendence itself. 

The Philippine Legislature, in its resolution accepting the law, 
quoted the fi~t' part of this statement of the President and added 



HEARINGS HELD IN SAN FRANCISCO 197 

that it "gives to the Filipino people reaSonable assurance of further 
hearing and due consideration of their views". 

Furthermore, section 13 of the act provides that at least one year 
prior to the date fixed by the act for the recognition of independ
ence there shall be held a conference of representatives of the two 
Governments "for the purpose of formulating recommendations as to 
future trade relations" after independence. 

The United States Tariff Commission in a report on United States
Philippine Trade (Report No. 118, Second series, 1937) states: 
It fa not certain that adequate provision has been made for a transition 

lufticlentl;y gradual to permit the realization of the economic objectives sought 
In the act. .A number of Important enterprises in the Islands may be forced 
to liquidate more rapidl;y than new enterpri!res can be developed to replace 
thilln. Certain Industries exporting primarily to the United States will be 
obliged to discontinue or to curtail their operations, and so likewise will a 
number of others dlrectly dependent on them. • . . 

The important export industries In the Islands will be variously atl'ected by 
the progressive export taxes. It appears likely that these taxes will serve 
primarll;y to lessen the prOfitableness, but not the volume of the exports of 
sugar to the United States during the Commonwealth period. When the full 
United States duties become applicable In 1946, however, the position of the 
Philippine sugar Industry will depend primarily on whether the United States 
Is then operating under a quota system which will permit the profitable mar
keting of Phillpplne sugar In the United States. H such a quota system is 
not In operation, then It is doubtful that any large proportion of the industry 
will be able to survive. 

It fa also likely that with the loss of preferentlal treatment in the United 
State. market atter Independence, the Phillpplnes will be obliged either to 
curtan llharply, or to df8continue altogether, their exports of such commodities 
as coconut oil, cigars, embroideries, and pearl buttons. It appears improbable 
that b;y 1946 they will be able to produce such goods at suftlciently low prices 
to enable them to compete In world markets. Even before the Islands be
come Independent, It Is reasonably certain that, because of the export taxes, 
they will cease exporting to the United States any substantial quantities of 
these products. 

From the above citations of the act, you will note that even Presi
dent Franklin D. Roosevelt, in his special message to Congress, ex
pressed doubt as to the Tydings-McDuffie act's being sufficiently 
clear and specific to do justice to the Philippine Islands in the ad
justment of their economic development. The statement from the 
United States Tariff Commission also expresses doubt and grave 
fears for the trade both to and from the Philippines. _ 

In accepting the Independence Act, the Philippine Commonwealth 
specified that hearings should be had to arrive at equitable trade 
treaties prior to and after independence is finally accorded the Islands. 
We are very much concerned over the large and unnecessary losses 
which, with the application of the economic provisions of the act, 
will be incurred by United States investors in the Philippine indus-
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tries which 'will be directly and indirectly affected .. We are also 
concerned over the loss which: will be a direct result of application 
of the economic' provisions of the act to the agricultural producers 
and manufacturers and to the transportation companies of the 
United States. 

Chairman MAcMUl!RAY. May I interrupt to ask you to speak a 
little louded I am afraid your voice isn't carrying very far. 

Mr. SOOTr. All right. Thank you. 
We have discussed the effect of those economic provisions on the 

Philippines, for it is obvious that if many present Philippine in
dustries . are ruined, and, as a result thereof, Philippine exports are 
reduced by more than 50 percent, the sale of goods and services of 
the United States to the Philippines, principally of agricultural 
products, must proportionately decline. As a matter of fact, the 
decline will be more than proportionate, for United States manu
facturers now have a preferred position in the Philippine Islands 
in that their products are now admitted free of duty, while foreign 
products must pay duty. That preferred position will be lost when 
Philippine products are subjected to United States duties, for then 
the United States products will be subjected to duties in the Philip
pine Islands. We cannot expect the Philippine Islands to continue 
admitting our goods free when we put tari.ff walls against their 
goods entering our country. The decline of business of our manu
facturers and agricultural producers thus will be far greater pro
portionately than the total decline in the Philippine imports and 
will be particularly disastrous to the Pacific coast. 

These statements are definitely confirmed by the report of the 
United States Tariff Commission, above referred to, as follows: 

The provisions of the Independence Act make it practically certain that the 
Phllippines will decrease in importance as a market for American exports 
and that they will become less attractive as a field for American investments. 

Although Philippine tariffs cannot be applied against American goods nntil 
after independenee, American exports to the Islands will probably decline as 
soon as Philippine export taxes come into operation. With a curtailment in 
export credits, the Islands must perforce restrict their imports. When Amer
ican goods lose their preferential tariff position in the Philippines in 1946, there 
is likely to be a further and even more pronounced decline in American 
exports. With a shrinkage in United States-Phllippine trade, there will like
wise be a lessened demand for the services such as those now being rendered 
by American shipping agencies and insurance companies. 

You will note that the United States Tariff Commission refers 
to lessened demand for the services such as those now being rendered 
by American shipping agencies and insurance companies. As to our 
Merchant Marine, it will be admitted by all that this is a very 
necessary and vital function in our import and export trade. Be-
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ginning with the period at the close of the World War, American 
merchant ships. were built by our Government and sold to steam
ship companies anticipating operations to and from the Orient. 
Large investments were made and commendable services inaugurated, 
which have continued up to the present time but which are now 
very much embarrassed and likely to lose this valuable business 
unless favorable consideration is given to the continuance of our 
trade to and from the Philippines. 

In 1936 the Philippine official government figures show that Amer
ican ships carried 564,904 metric tons to the Philippines and 1,315,-
056 metric tons from the Philippines to the United States. This 
figure of cargo to the Philippines would be increased by at least 
100,000 tons if world flour markets were on a normal basis, whereby 
we could again enjoy the position that we have lost in recent years. 

Philippine import and export figures indicate that from the period 
1899 to 1901 our exports to the Philippines were 9 percent of the 
total while our imports from the Philippines were 18 percent. This 
business constantly built up until 1932, when our exports were 65 
percent of the total and our imports were 87 percent. Owing to 
adverse conditions, 1936 showed our exports to be 61 percent and our 
imports 78 percent. It goes without saying that such a wonderful 
business built up during a period of 39 years should not be lightly 
dealt with and thrown aside without protection of the business in
terests involved. 

It should also be kept in mind by your Committee in formulating 
its recommendations that due consideration should be given to the 
promotion and propaganda now being carried on in the Philippines 
by another oriental government whereby its ~hipments to the Philip
pine Islands are being materially increased monthly. Its aggres
sive attitude in securing port facilities and property rights in the 
Islands is such as to cause grave concern for its expansion plans and 
would indicate complete domination of the Philippine Islands as soon 
as the United States has released its hold. Without a 10-year period' 
for adjustment, and the protection of preferential tariffs, there is no 
doubt that this foreign competition would accelerate the elimination 
of United States trade in the Philippines; would cause disastrous 
losses to the United States businessman; would remove another vital 
market for the United States producer; and would adversely injure 
the whole Pacific coast. 

Chairman MAcMUlIRAY. Are there anyquestions¥ 
Mr. WARING. I have a question. 
Chairman MAcMUlIRAY. Mr. Waring. 
Mr. WARINO. I should like to ask Mr. Scott this question: Do I 

understand correctly that you have proposed in ~o~r brief and in 
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your written statement to continue preferential trade relations with 
the Philippines after they become politically independent ~ 

Mr. SCOTT. Yes. 
Mr. WARING. Now, do the organizati~ns which you represent ad

vocate an indefinite preference to an independent country j 
Mr. SCOTT. Your question again, please ~ 
Mr. WARING. Do they advocate an indefinite extension of prefer

ence to an independent country or do they visualize the possibility 
of a gradual termination of that preference ¥ 

Mr. SCOTT. I would say that we visualize the possibility of !I. 

gradual termination of it; our idea being that present preferential 
tariffs should be continued to help build up the Philippine Common
wealth and to maintain our present business preferences and tha't 
it be gradually changed after independence, as seems best for both' 
countries involved. 

Mr. WARING. Your point then is that the adjustments are necessary 
but should not be made so abruptly' as to greatly dislocate the trade 
operations between the Philippines and the United States ¥ 

Mr. SCOTT. Exactly. 
Mr. WARING. One other question, in connection with the brief sub

mitted by the Portland Chamber of Commerce. They make reference 
in that brief to the market for paper in the Philippines. 

Mr. SCOTT. Yes. 
Mr. WARING. And they make the statement: "In other words, the 

American mills have made heavy sacrifices to build and maintaiIi 
a steady, satisfied market in the Philippines." 

They do not mean to imply, I take it, however, that the market 
has been an unprofitable one ~ 

Mr. SCOTT. No,.1 woilld say not. They simply mean that the 
American mills have made heavy outlays in preparing to enter that 
market, the same as other industries, and it would be a detriment to 
them now, as well as to the Philippines, to change those conditions. 

Mr. WARING. That statement wasn't quite clear and 1 thought 
I would ask about it. 

Mr. SCOTT. Yes. 
Chairman MACMURRAY. Are there any other questions' 
Mr. ROXAS. Mr. Scott, you have stated that there were 500,000 

metric tons of cargo carried on American ships from the United 
States to the Philippines' 

Mr. SCOTT. Yes. 
Mr. ROXAS. And about 1,000,000 metric tons of Philippine cargo 

is carried on American bottoms' 
Mr. SCOTT. Yes. 
Mr. ROXAS. Do you have the figures to show the freight value 

of that cargo ¥ . 
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Mr. Scorr. No, I haven't. 
Mr. RoXA8- Could you put that in the record as a part of your 

testimony later on' Will it be possible for you to get those ~ @ 

Mr. Scorr. I think I can get them, with the cooperation of the 
steamship companies. With that proviso I would be glad to attempt 
to do it. 

Mr. RoXAS. 1 think the value of your statement would be enhanced 
if we knew how much that cargo represented in freight. 

Mr. Scorr. Yes. 
Mr. RoXAS. 1 understood you to say that the expo,.-t taxes would 

not operate to reduce the volume of Philippine imports into the 
United States; is that correct' 
.. Mr. Scorr. No. I think you are wrong on that, Mr. Roxas. 

. Mr. RoXAS. That can be corrected. 
Mr. Scorr. 1 think-I passed over the remarks in my statement

I think it was as to the profitableness. 
Mr. RoXA8- Yes. That is what I understood you to say; that the 

export taxes would not reduce the volume of Philippine imports 
into the United States but would reduce the profitableness of the 
exports from the Philippines' 

Mr. Scorr. Yes. 
Mr. W AJUNG. I understood that that statement only applied to 

sugar. 
Mr. Scorr. Yes, sugar; I was referring there to sugar only. 
Mr. RoXAS. That explains it. Thank you. That is all I have. 
Chairman MAcMUllRAY. Are there any further questions' 
Colonel MoDoNALD. The Portland Chamber of Commerce states 

in its brief that o~ lumber-exporters, if forced to compete on an 
open market basis with Canadian shippers of lumber, fear they will 
lose the trade. 

Can you tell us why that should be, why American lumber-shippers 
cannot compete with Canadian shippers to an oriental market' 

Mr. Scorr. Under similar duty conditions, the Canadian mills 
could undersell us by their lower labor conditions. That, I think, 
has been shown in the Lumber Association brief, to which I did not 
refer. 

Colonel McDONALD. It is a matter of cheaper labor! 
Mr. Scorr. Cheaper labor; yes. 
Colonel McDONALD. That is all I have .. 
Chairman MAcM'OlUlAY. Are there further questions' 
( No response.) 
That is all. Thank you, Mr. Scott. 
Chairman MAcMUBRAY. The next witness is Mr. A. E. Mallon. 

Mr. Mallon is a member of the Export Committee and of the Execu-

827~8-voL 2--14 
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tive Committee of the Millers' National Federation, appearing on 
behalf of the Pacific Northwest Chambers of Commerce. 

Is Mr. Mallon present W 

Mt: SCOTT. Mr. Mallon was with me this morning. He hasn't 
his remarks properly prepared and asks that you reserve a little 
time for him later on. 

Chairman MAcMUllRAY. The next witness is Miss M. Goode, ap-
pearing on behalf of the Seattle Chamber of Commerce. 

Is Miss Goode present ~ 
(No response,) 
We will go on to the next witness, Mr. Roque E. de La Ysla, Grand 

Delegate, and Mr. Domingo Ponce, Supreme Head, Legionarios del 
Trabajo in America, Inc. 

Is Mr. de La Ysla presenU 
Mr. DE LA. YSLA.. Yes. 
Chairman MAcMUllRAY. About how long do you expect to take W 

Mr. DE LA. Y sLA. I would suggest that I make the presentation for 
the Philippine Chamber of Commerce of California, in as much as I 
would have to be called later, and I will take about an hour; maybe 
more. 

Chairman MAcMURRAY. One hour in all, representing the Legion
arios del Trabajo in America, Inc., and the Philippine Chamber of 
Commerce of California @ 

Mr. DE LA Y SLA. Yes. 
Chairman MACMURRAY. And you alone represent both' 
Mr. DE LA YSLA. Yes. 
Chairman MAcMURRAY. Mr. Domingo Ponce will not be present I 
Mr. DE LA Y SLA.. He is not able to be present. 

STATEMENT OF MR. ROQUE E. DE LA YSLA, REPRESENT
ING THE LEGIONARIOS DEL TRABAJO IN AMERICA, 
INC., AND THE PHILIPPINE CHAMBER OF COMMERCE 
OF CALIFORNIA 

Mr. DE LA Y SLA.. Supplementing my memorandum about the Re
patriation Act that has been passed, we find that we are confronted 
with certain difficulties in the matter of financing the families o.f 
native-born citizens of the Philippines who are taking advantage 
of this act. 

According to the law only native-born citizens are eligible to take 
advantage of the said act; whereas the native-born children, or the 
American-born children, and their wives of other nationalities are 
prevented from taking advantage of the act. 
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In as much as the act was originally intended to give relief to all 
the Filipinos and their families we honestly believe that their fam
ilies, such as wives and children, are entitled to enjoy the privil~e. 

The present practice, according to the act, is that funds ar~ de
rived from some other relief organizations to defray the transporta
tion of the American-born children of these families, and American 
wives of some other nationalities are not permitted to take advan
tage of the act. As a result they are forced to remain in the country 
and a majority of them are on relief-the P.W.A. Although they 
have signified their intention to take advantage of the act, upon 

_ residing in the United States, or particUlarly on the Pacific coast, 
they encounter these difficulties. 

We believe that the funds that are being appropriated from time 
to time for these American-born children are already exhausted. 
That is what we understand. I have conferred on this subject with 
the District CommL"Sioner of San Francisco, the Honorable Edward 
W. Cahill, and also with your District Director, Walter E. Carr, in 
Los Angeles. 

Now, as to the other side of it. I have also taken this matter up 
with the Chairman of the Immigration and Naturalization Commit
tee of the House of Representatives as to any possibility of including 
this group of people. I understood from Congressnian Dickstein 
that he will try to do what he can for them. 

I am sure that the honorable Committee, upon proper recommenda
tion, as supported in. my memorandum, will see and appreciate that 
there is no reason why we should discriminate against the families 
of the Filipinos. 

Many of them are well experienced in modern ways of living, and 
we cannot deny to them the privilege of getting a decent way of 
supporting their families, particularly when they have one, six, or 
ten children in their homes, and the income of the parents is really 
not so very substantial. As a consequence, of course, they are being 
driven to relief organizations. 

There has been, however, a little argument about giving that 
privilege to the wives of Filipinos, other than citizens of the Philip
pines, for it is contended that they are not satisfied after they reach 
the Islands. I believe that can be taken care of very well. In my 
experience I have learned that there are only two women in Los 
Angeles who have returned, out of those that have had their trans
portation back to the Philippines paid; and, referring to San Fran
cisco, I understand there are only one or two. 

I sincerely believe that any government, particularly the Philip
pine Government, will be glad enough to defray the expenses of this 
other group if they find the Islands are not good for them. But, by 
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all means, I do believe that they are entitled to go with their families 
and have a chance to build up the Islands that the good American 
people have labored so hard to lift up and recognize as an independent 
nation in the Far East. 

I understand that our Philippine Government would be willing 
to defray a portion of the expenses of those other nationals who 
are married to Filipinos and who come back to the United States
as a matter of_reciprocity, I believe, but I am going to discuss that 
later on. 

We do not have the funds with which to bear all the expense. 
I understand also that the expenses of those three wives who returned 
to the United States were defrayed through the Department of State .. 
As to the official communication, that remains to be seen. It is all 
a matter of hearsay. . 

All of this has been regarding repatriation. 
Now, I want to discuss the immigration restrictions under the 

Tydings-McDuffie act. 
In the brief that we submitted,1 we suggest an increase in the 

quota of 50 to 1,000 Filipinos to come into the United States. We 
Filipinos-of course, I am not speaking for a majority of them
like to be educated and like to see the Americ8.Dt ways of living. If 
we could increase that quota of those Filipinos coming from the 
Philippines to the United States, that would establish the good-will 
of the two countries and would serve as an educational medium by 
which the two peoples may be related from time to time. 

I admit, of course, that we have several Filipino residents now in 
the United States that are quite a problem for us, but we have other 
types of Filipinos who are really going to be an asset to both coun
tries. I say "asset", because they are honest people who will come 
to this country and be educated and get the 'actual experience of 
business, especially the modern, up-to-date methods, and will get 
their education here. 

The question now arises as to how we should restrict them in 
coming to the United States. This could be done very well by hav
ing a special committee set up to be composed of repre..c:entativeS 
of the two Governments. They can be chosen from the Department 
of Labor of the United States and the Department of Labor of the 
Philippine Government. This committee will pass restrictions and 
regulations, whereby they will limit immigration as much as possible, 
to allow only those classes of Filipinos to come to the United States 
that are well recommended. 

You must recognize, Gentlemen, that right at the present time we 
have more than 50,000 to 75,000 Filipinos residing in continental 

• See voL llI. 
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United States. Perhaps you are aware of the fact, too, t~t. the 
majority of them are single, unattached persons. Our great problein 
is the social problem. Maybe, by this increase of the quota, we may 
have enough women of our own for intermarriage with these Fili
pinos, and they can establish nice homes and build up nice communi
ties. That is the fundamental thing that we Filipinos in the United 
States are being confronted with. 

You are perhaps aware of the fact that if there is no woman at 
home there is no home; and if there is no home there is no com
munity. I think that is the fundamental foundation of any organ
ized society in any government. We propose a solution to this par
ticular problem by increasing the imniigration quota to 1,000. 

You may take note, Gentlemen, that most of these Filipinos may 
'~ave sweethearts, or are married and their children are over there, 
and they want to send for them to come over here. I think they can 
be brought over here very easily. Then they would be once more 
good, law-abiding citizens. 

Now another word about immigration restrictions. I do not see 
any reason why we should be limited to 50 when some other oriental 
countries are having 100 a year at least. Also, we consider our
selves a relation of Great Britain and the United States. We con
sider America as our mother country and our adopted country. 
I think that we should be given that privilege too. 

Under the existing Tydings-McDuffie act, we are not restricting 
.our good American friends from coming to the Philippines. I be
lieve we should be given the same consideration about coming here. 
We do not see any reason why we would not be an asset after you 
have spent so much time, money, and even your lives, to educate us. 

Those are some of the points regarding the immigration restric
tions. 

Before May 1, 1934, the date of acceptance of the Independence 
Act, the status of the Filipinos in this country was not that of either 
a citizen or an alien. You see our situation here W We are neither 
citizens nor aliens. That is a misnomer in the realm of international 
law. It is the most peculiar thing that you could imagine. 

Some Filipinos have been residing in this good country for the 
past 20 or 30 years, and still they are neither citizens nor aliens. 
How could you expect such a person to improve himself! He is be
ing deprived of the right to vote, particularly. At the same time he 
owes allegiance to the United States. Well, it is all very peculiar. 

Filipinos here are not subject to deportation. If they commit 
crimes under the immigration laws they cannot be deported to the 
Philippines. I do not like to use the word "deported", because I re
sent that, being myself a Filipino; but, at least, in the old country 



206 HEARINGS HELD BEFORE THE COMMITTEE 
\ .. . 

w.e would be better able to take them up and take care of them. Why 
do we suggest that? Because in this country we do not have any 
representative whatsoever in any part of the government-City, 
County, State, or Federal. We do not have even a mere policeman,· 
sheriff, state-patrolman, or Federal agent to classify the types of 
Filipinos who are really criminals or fugitives from justice. The 
Americans cannot tell the difference. 

I discussed tluL matter of appropriations and funds with all the 
departmental agencies. I approached our Congressman and As
semblyman. What did they say ¥ They said, "Well, we are sorry, 
but we cannot do anything for you. You had better go to Congress." 

You ·see, there is a point. Instead of lifting us up you are pulling 
us down. 

Let me call your attention to another discrimination. You must 
know that there are 13 States, as pointed out in our brief, where 
Filipinos cannot marry white persons, or some other races. That is 
peculiar and very astonishing. The most regrettable thing, Gen
tlemen, is that the particular States where there are more than two 
thirds of the Filipinos residing in all continental United States have 
enacted laws making intermarriage illegal. How can you expect 
them to be law-abiding citizens! They cannot afford to go to other 
States and spend the few dollars that they have accumulated. What' 
is the result! They marry illegally, and they have illegitimate chil
dren. Isn't that very lamentable! They cannot build up their 
homes, and that makes everything go wrong. 

Another question as to citizenship. I mentioned that a few min
utes ago, and I have also taken it up in our brief. 

I have made a proposal on several occasions the past three or four 
Congresses, but I have never reached first base. 

I proposed that we Filipinos should be given the privilege of citi
zenship of the United States. We cannot practice our profession 
after going to school, for example, the practice of law. I do not see 
any reason why we cannot be permitted to practice law. It is a most 
fundamental thing to help individuals build up their own good 
standing in the community and defend their rights. 

Well, in spite of their studies, unless they serve in the Navy for at 
least three years, and even if they serve in the Army for 25 years, 
they cannot be an American citizen. Even if they served in the 
World War, they cannot be an American citizen. Is that fair! Why 
we should be limited to that extent, I cannot understand, when we 
feel at home in this good country of ours, when we don't make any 
legislation to restrict any other nationalities from the Philippines 
that serve in our own Philippine Navy and our own Army. 

We want our independence, and we are 100 percent for it; but even 
if we are independent I want to assure this honorable Committee 
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that we will never forget you good American people. We will lle 
for you forever and throughout eternity and, if need be, will fight' 
for you and your rights in the Far East, if anything should come up 
there. • 

For example, the citizenship question was the subject I was talk
ing about. At present they are not getting out all those Filipinos 
who are on the P.W.A. If they do not have their first papers they 
will be dismissed from the relief. My office in Los Angeles is filled 
with all those things now. 

Luckily, through the assistance of the Department of Labor, we 
were able to get their first papers, and when. they get their first papers 
they can work on the P. W. A. Of course, I am not very familiar with 
this territory of San Francisco. I do not" know anything about 
whether the Filipinos are being dismissed because they say they are 
not citizens. Just recently, after I had conferred with different 
agencies and departments and with our Resident Commissioner in 
Washington, D. C., to at least issue us that first paper to show that 
we do take allegiance to the United States, to show that we are 
neither citizens nor aliens, the good Department of Labor has been 
very kind to give us that first paper. 

Regarding the proposed legislation, we propose that we should 
have a. law enacted giving us a classification of the majority of 
Filipinos. If you cannot classify the majority of Filipinos, at le'ast 
do this: Grant to all those Filipinos who have resided in the United 
States prior to March 1, 1934, the privilege of being a citizen of the 
United States if they apply for that citizenship on or before December 
31, 1940. That is our proposal 

I think they will have enough time to think otherwise, and in that 
way they will be given a. chance to either choose one way or the other. 
If they don't like to stay here, they have no business here; and they 
can go back to the Philippine Islands, where, with their experience, 
they are needed. 

Regarding the free-trade relations, we propose that even if we be
come an independent nation, we should at least continue the free
trade relations for a period of 15 years, if not permanently, because 
you must understand, Gentlemen, from the brief which we submitted 
to you, that the Filipinos depend on the American markets for their 
products abroad. 

We do not see any reason why we cannot have that free-trade rela
tion. In fact, you have seen Americanized Filipinos who use almost 
all the products. we produce in the State of California: oranges, 
lemons, and so forth, and dairy products. The Filipinos are ac
customed to American products. Our women in the Philippines are 
very fond of American cosmetics. Those are all free of duty. 
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. We figure that we need all these American products. We do not 
like to get them from oriental countries or from European countries. 
We do not.like their products because we are not used to them. 

-We believe that if we continue free-trade relations, you will find 
that the Filipinos have some raw materials that you need. I have 
mentioned in my brief the products which you really need and which 
we can develop. 

I know from my contacts with all the different groups of importers 
and exporters in-the good State of California that they are astonished 
that we Filipinos want to have our independence right away. They 
say, "Why do you want to be independent when you know very well 
you depend on American· markets~" 

I say, "You must realize, Gentlemen, that the greater consumers 
of American products are the greater number of Filipinos. If you 
go there and speak before a Filipino crowd and say, 'Well, you 
Filipinos are not yet ready for independence, and you cannot ac
complish it because you have no money', you would find yourself ill 
the nutshell and you would be unpopular; any American businessman 
who would say that, would be boycotted right away." 

Let us avoid that thing; I think it would be better. It would en
courage the cooperation of all the Filipinos on the Islands if you 
give them a complete independent status. They want it. If you will 
give them what they want, then they will say, "We want this." Then 
our present administration of the Philippine Government will have 
the entire support of all the Filipinos. They will work hard 24 
hours a day instead of 12 hours a day. 

We believe that we should have that independence. 
Regarding these free-trade relations, I think that our national 

debt, or the excise'tax, or the coconut export tax, or some other kind 
of tax that the present Congress is trying to enforce, is really very 
discouraging. It cannot help but antagonize the other group in the 
Far East, and it does not help us any. 

As to our assets, I think we have enough assets to pay any national. 
indebtedness. That includes all the obligations that we owe to the" 
American people, as well as to the American Government. I think 
that has been very ably answered by our Department of Finance and 
Secretary of Commerce in the Philippines. 

Also regarding the free-trade relations: One of the things that 
should be possible to make it permanent is that, right now, if you 
do not give the Filipinos their independence, as you must, of course, 
realize, under the Tydings-McDuffie act all American products going 
to the Philippines are free of duty. 

That is a very good argument, my good Gentlemen, for anyone 
may go over there and deliver a speech and say, "Here, our products 
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are being given tariffs and duties where American products coming 
to the Philippines are not." 

Why not make it reciprocal @ Why' After all, the question re
mains for the good of .two peoples only. It is our own business. 
If we do not like it, we can at least eliminate gradually the legisla
tion that you are going to put on our products, our exports and 
imports. That will hamper our business. I think you are hamper
ing it already. 

A good example of that is our coconut, from which we manu
facture soap and allied materials. Why, your good American house
wives are now paying more for their soap on account of the coconut
oil tax here. That is a very small item. What shall we do when 
the two countries and the two peoples are suffering ! We are not 
going to back up a certain interest and then let your interest undo 
it. Let us work together, because· the free-trade relation between 
the two countries is, of course, for the benefit of the two peoples. 

I think the continuation of free-trade relations should be recom
mended by this honorable Committee. I have never yet seen any 
businessman who spent two years in the Philippine Islands who was 
opposed to free-trade relations. The majority· of those people want 
us to have free-trade relations. If any other nation in the Orient 
would say that, we would say that it is your business. That is why 
we should have. free-trade relations. I think that we propose that 
we should get our independence by July 4,1939. I say this, Gentle
men: let us approach it logically and broad-mindedly. We are just 
like one big family. You cannot offend the Filipinos without in
curring the loss of money and lives at the present time, Gentlemen. 
I know it will be economic wisdom to send money there. Within a. 
very short limit of time we have progressed tremendously, and I 
know that the Filipinos wiU show and give back all that you have 
sacrificed for us. 

I thank you, Gentlemen. If there is any question that you wish 
to ask, I will be very glad to answer. 

Thank you. 
Mr. Rous. I would like to ask some questions. 
You said, Mr. de La Y sla, that the immigration provisions of the 

law are very unfair because the present laws of the United States 
permit immigration from oriental countries in numbers larger than 
50 a year. 

Mr. DE LA YSLA. Yes. 
Mr. Rous. Did I understand you correctly ¥ 
Mr. DE LA YSLA. Yes, that is right. 
Mr. Rous. You are positive in your statement that nationals of 

oriental countries like China, Japan, or India can come into the 
United States not exceeding 100 a year! 
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Mr. 'DE LA YSLA. They can come to the United States not exceeding 
100; that is right. They can come not exceeding 100, while for the 
Philippines the number is only 50-not exceeding 50. 

Mr. RoXAe. I am sorry to disagree with you, Mr. de La Ysla, on 
that point. My information is to the contrary. There is a total 
exclusion of Chinese and Japanese and Indians to the United States. 
I refer to laborers. '. 

Mr. DE LA YSLA. The reason I give that number, Mr. Roxas, is 
that I secured it from the Department of State Foreign Service. I 
understand that the Chinese and Japanese nationals are allowed to 
come here not exceeding 100. I think if I hand you the pamphlet, 
I can show it to you here. 

Mr. Rons. I would be very glad if you can find that information 
and insert it in the record. 

Mr. DE LA YSLA. I will see if I have that in my folder. I know 
that I had a pamphlet because I had taken it up with the Depart
ment of State. I think it is not here right now. I am sorry, but 
I know that, in coming here according to that quota it is 100, so 
far as Chinese and Japanese nationals are concerned. 

Mr. Rons. I would be very happy to be corrected in my infor
mation. 

Mr. DE LA Y SLA. I would be very glad to submit to you that point 
as soon as I get that pamphlet, when I get back to my office. 

Mr. RoXAe. Another question: You suggest that the present law 
authorizing the. expatriation of Filipinos at Government expense, be 
extended to the families' 

Mr. DE LA YSLA. Yes. That was really the intent of the act, 
but when it was passed it was a different proposition. 

Mr. RoXAS. Do you have any idea of the amount of money that 
would be required to carry that out! 

Mr. DE LA YSLA. Well, according to the present figures, or the 
last figures that I got from the Immigration Office, there are about . 
·693 adults and minors, according to the last figure that was submitted 
to me by the Honorable Mr. Cahill 

Mr. RoXAe. That want to return' 
Mr. DE LA YSLA. That have already returned. As to those who 

want to go back, that remains to be seen. I cannot figure that out; 
it changes. 

Mr. Rons. You have no information as to the number of families 
who are here and want to return' 

Mr. DE LA YSLA. As to the number who want to take advantage 
of that, I will just give this estimate and it may not be very accurate. 
I think that out of 1,000 married couples in Los Angeles alone, and 
there are also some four'to five hundred in San Francisco County, I 
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think thit we will conservatively estimate about two thirds of them, 
or maybe one half. 

Mr. RoXAB. Who have families here' 
Mr. DIl LA YSLA. Yes. 
Mr. RoXA&. Have I understood you correctly, that there are many 

Filipinos who would like to avail themselves of this opportunity to 
return to the Philippines but cannot do so because they cannot take 
their familieS aiong' 

Mr. DIl LA YSLA. That is right, Mr. Roxas; that. is right. 
Mr. RoXAS. So that, if either the United States Government or the 

Philippine Government provided them with transportation for their 
families, they would return , 

Mr. DE LA Y &LA. They would return. In fact, I know that there 
are several applications filed now in Los Angeles because I am in 
close contact with the local Immigration Office there. There are lots 
of applications there that include families, and they find out that 
they have to pay for their wives and their children. They say, "We 
will save enough money and then, maybe, we will take advantage of 
it before the end of the year." That is the situation there. 

Mr. RoXA&. What did you mean when you said that Filipinos were 
allowed to take their first papers' Is that for naturalization' 

Mr. DE LA Y SLA. Yes, Mr. Roxas. 
Mr. RoXAS. Did I understand you to say that the Filipinos cannot 

be naturalized in the United States' 
Mr. DB LA YSLA. They cannot be naturalized in the United States 

unless they are honorably discharged after serving' three years in 
the Navy. 

Mr. RoXAS. Yes. 
Mr. DE LA YSLA~ That is all. Now, they serve in the Army even 

25 years or 15 years and they have resided here, but they cannot be 
naturalized. 

Mr. RoXAB. But I understood you to say that due to your efforts 
you have been able to get first papers for many Filipinos! 

Mr. DE LA YSLA. Yes, Mr. Roxas. 
Mr. RoXAB. Even those who have not served in the Navy! 
Mr. DE LA YSLA. Even those who have not served in the Navy. 
Mr. RoXA&. And how do you make that out' 
Mr. DIl LA Y SLA. Well, I will tell you just a little story about it: 

I take it up first with Mr. Tomlinson, the Assistant Director in Los 
Angeles, and I tell him that I have about 15 Filipino musicians 
who desire to be members of the American Federation of Musicians, 
and they are being denied membership solely upon the ground that 
they do not have their first papers. I say, "What are we going to 
do about them' " 
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Mr. ROXA~. We do not have to go into that. My question was 
simply this: The first papers to which you referred are first papers 
for naturalization purposes! . 

Mr. DE LA Y SLA. For naturalization papers; that is right. But, of 
course, they caMOt get their final papers. They are only good for 
seven years. " 

Mr. Ro:XAS. The first papers ¥ ,'.".-:.' 
Mr. DE LA Y aLA. The first papers; and I do not know what kind of 

service it will give',them anyway. It only shows that they have de
clared their intention to become citizens, and that is all. 

Mr. ROXAS. That is all. . 
Mr. ROMERO. Mr. de La Ysla, do you have any data as to the num-'

ber of Filipinos who have already taken advantage of this 
Repatriation Act' 

Mr. DE LA YSLA. Yes, Mr. Romero. I will give it to you right 
away. 

This is a memorandum dated July 7, which was addressed to me 
by the good office of the United States Immigration and Naturaliza
tion Service, where it says as follows: "Six hundred and fifty-one 
adults and children have departed for the Philippine Islands. This 
inclU(~es the party which left San Francisco on June 26,1937." 

There may have been a few more from the Seattle district. Seven
ty-nine American-born children had departed up to and including 
November 1936. The fare charged by the Dollar Steamship Line 
is $45 each for Qle children. 

I understand, Mr. Romero, that there is a boat leaving in a day 
or so, on the 24th, and that they have on it mostly persons desiring 
repatriation. 

I think that the-difficulty also is this: They need at least 30 days' • 
notice. I do not see why the Washington authorities cannot give at 
least 30 days' notice in order to inform the Filipinos that III certain 
boat is leaving. We find that some of them were given only two or . 
three days' notice. So the difficulties arise, for they should be given', 
at least 30 days' notice in order to prepare their effects and little 
personal things, whereas they file their application at least two 
months ahead of time. 

I think the Washington authorities have plenty of time to notify 
the local office here that a boat will be leaving on a certain day, 30 
days before the boat leaves. Just now they do not even give the 
applicants a chance. 

Mr. ROMERO. These 651 represented the total number of Filipinos 
that have sailed for the Islands since the passage of this Repatriation 
Act' 
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Mr. DE LA YSLA. Yes. That does not include the Seattle district; 
only from Los Angel~, and no other Pacific-coast States. 

Mr. RolllERO. Do you have any figures of those that sailed from 
the Seattle district' 

Mr. DE LA Y BLA. I regret to inform you that in spite of any request 
to that good, office there, they could not give us any information. I 
wrote them at l00.st two or three times, and I am sorry that I never 
got any cooperation from the good office in Seattle. 

Mr. ROMERO. Did I understand you to say thalr.you advocated an 
increase in the number of Filipinos that may be admitted into the 
United States, principally for reasons of education' 
~ Mr. DE LA YSLA. That is right. 

Mr. ROMERO. Do you understand that there is a limitation of the 
number of students that may come into the United States! 

Mr. DE LA YBLA: Well, no, Mr. Romero. I know that students can 
come here anytime they want. Of course, they have to establish their 
status as students. We are willing· for that exception. When I said 
"education", Mr. Romero, I meant that involving the practical and 
theoretical life. We cannot depend upon books all the time. We 
must depend upon experience, too. That is what I mean by "edu
cation". 

Mr. ROMERO. I see. 
Have you made any request to the Philippine Government for assist

ance in the matter of transportation of the families of Filipinos who 
are married to foreign women' 

Mr. DE LA Y SLA. My records show, Mr. Romero, according to my 
understanding, that when this Repatriation Act was under consider
ation by Congress, our Speaker in the House of Representatives had 
been instrumental in passing an act and introducing a bill advocating 
an appropriation of 50,000 pesos. I do not know whether that is 
right or not. That included everybody there. That included the 
families that are attached to the Filipinos; but, for some reasons 
.unknown, I do not know what happened to that bill. So far I do 
not know whether it has been pending yet in the National Assembly 
or not. I know that the legislation was introduced before the disso
lution of our dual form of government. 

Mr. ROMERO. You say that the fare for children to the Islands 
is $459 . 

Mr. DE LA YSLA. Yes, Mr. Romero. 
Mr. ROMERO. Do you know what the fare is for adults! 
Mr. DE LA Y BLA. For adults' I understand they get a special 

price of $70 to $100. 
Mr. ROMERO. Thank you. 
Chairman MAcMUBRAY. Are there further questions! 
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Mr. BENITEZ. Mr. de La Ysla, have you heard of the recent study 
made which shows that the Philippines could support 80 million 
people¥ 

Mr. DE LA YSLA. I do not understand that. 
Mr. BENITEZ. The Philippine land can support 80 million people. 

That is, we have enough good land ther~ to support 80 million people 
living on agriculture alone. ,:. :. 

Mr. DE LA YSLA. Well, I understand that, Mr. Benitez. 
Mr. BENITEZ:- There has been such a study made, and I wondered 

if you had heard of it. 
Mr. DE LA YSLA. I have heard about it; in fact it is the reason 

why I proposed that they had better go back there to take advan
tage of those privileges that they now have. I understand they are 
short of labor in some localities. The oriental nationals are pene-
trating there. . 

Mr. BENITEZ. So it is generally known and admitted that we have 
plenty of land for agriculture @ 

Mr. DE LA YSLA. We have plenty of land. We have plenty of 
money. 

Mr. BENITEZ. Here is another question: Assuming that the 
Filipinos in America get transportation paid for them and, assuming 
that you get what you request in your memorandum, that the families, 
wives and children, are given transportation, do you think that we 
could get most of the Filipinos in America to go back to the Philip
pines and settle on those fine lands that we have there 1 

Mr. DE LA YSLA. I do sincerely believe, Mr. Benitez, that they will 
go back by all means, because they know that their experiences here 
would benefit them and they would have nice homes for their families. 

Mr. BENITEZ. Do you think that the Philippine Government,. 
should have a plan whereby every family could be given a home
stead, which, as you know, is 24 hectares in size! 

Mr. DE LA YSLA. That is right. 
Mr. BENITEZ. And knowing also, as I suppose you do, that with 

24 hectares well cultivated, a man will be well off ¥ 
Mr. DE LA YSLA. That is very, very correct. 
Mr. BENITEZ. He would be considered an independent planter, able 

to send his children to college' 
Mr. DE LA Y SLA. I think so. 
Mr. BENITEZ. With that possibility in mind, do you think that 

we can have the Government of the Philippines make such an offer, 
and would there be a very favorable response on the part of the 
Filipinos here' 

Mr. DE LA YSLA. I think so, Mr. Benitez. The.only thing lack
ing is the advertising. I think we have to inform all the Filipinos 
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in the country. They do not know that they are being victims of 
racketeers. I know we have so-called racketeers whc. are trying to 
establish a bug-a-boo and a ballyhoo. They do not know that they 
are being given a build-up from some of these racketeers. 

Mr. BlOO'.l'I2. In the face of that fine prospect to the Filipino in his 
country, would you still agvocate that an increase of the quota. to 
1,000 be giv:en to the Filipinos, since, as a matter of fact, we need 
every able-bodied Filipino in the Islands at this time in our na
tional reconstructions' 

Mr. DB LA YBLA. I am in favo!" still of increasing our quota. to 
1,000 for the sole reason of building up the good-will between the 
two peoples. We are going to change the old ones here and get new 
ones here, and then there would be a. continual exchange of the pres
ent set-up in the progress of civilization there; that is why I am in 
favor of it. ' 

Mr. BENITEZ. Then, would you not concede, just for the sake of 
argument, admitting that we should send more Filipinos to America 
for the sake of practical experiencs and for the sake of assimilat
ing American culture, that the type of Filipino to send would be one 
who was able to support himself here and not one who has to de
pend on menial labor, one who has to work at agricuIturallabor or 
as a. servant, but one who is economically able to go about and 
really learn. . 

Mr. DB LA YSLA. That is right. I believe that those Filipinos who 
will be allowed here are those tYPl'S that are really going to be an 
asset, as I said before, to both the American people and the Fili
pino people, because they will be here with the understanding that 
they will be able to establish themsdves here and improve the coun
try, to help build here, to progress, and, at the same time, to learn. 
And those are the types that we have plenty of in the Philippines 
and that will go back as soon as they learn something because there 
are more opportunities for them there than here. 

The question is the practical understanding of the application of 
it. I know, for example, in the reaJ-estate business we have here a 
great many Filipinos who are working in hotels and apartment 
houses. We need them; their experience is needed; they return, for 
they know how to run a good hotel and satisfy the to11:rists. 

Another thing is the agricultural side of it. They are going to 
preserve our fruit there, and we have plenty of fruits. The same 
applies to the sardine industry and the workers who are now in 
Alaska. We can have all our boys go back and learn the actual 
work of it, and at the same time they can have enough inoney for 
.capital investment. 

Those are the types that will come over here because they have 
experience, and they will be the types also that will not take any 
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help from the' Government. Those are the Filipinos that really, 
honest-to-goodness, will come in here. 

My only regret, Mr. Benitez, is that we have a great mass of 
Filipinos here, a greater mass than in Hawaii. Perhaps you are 
very well acquainted with how they come over here. 

Chairman MACMURRAY. Any other qllestions~ 
Colonel McDoNALD. What is your estimate of the number of Fili

pinos in America now' 
Mr. DE LAYSLA. Well, my estimate, Colonel McDonald, is be· 

tween 50 to 75 thousand. . 
Colonel McDONALD. It is about double the figures which I believe: 

are correct. 
Mr. DE LA Y BLA. I see. 
Colonel McDONALD. Secondly, my figures are that 737 Filipinos 

have taken advantage of expatriation up to this year. Never mind 
your figures, I know mine are correct. 

Do I understand that, in your opinion, the reason why only 737 
have taken advantage of the opportunity to return to the Philip
pines free, out of possibly 35,000 or 75,000, is simply because they 
cannot get transportation for their American-born wives or Ameri
can-born children' 

Mr. DE LA Y SLA. Very correct, Colonel. 
Colonel McDONALD. Have any of them applied through relief 

agencies for tRe money to take the children back when the parents 
were'eligible to take Government repatriation' 

Mr. DE LA YSLA. I think I would say about 79. 
Colonel McDONALD. Have been so sent' 
Mr. DE LA YSLA. Have been so sent. 
Colonel McDONALD. Has anyone been refused' 
Mr. DE LA YSLA. They have been refused upon the ground that 

the relief organization has no more money. I know we have had ' 
that experience in the State Emergency Relief Administration al
ready. They have no more money, and they say it is difficult to 
locate other money for them. 

Colonel McDONALD. But they havo definitely refused' 
Mr. DE LA Y SLA. They were definitely refused because there was 

no more money. 
Colonel McDONALD. I have never seen a case come to my personal 

attention where such transportation by relief agencies for dependent 
members has been refused. I am not saying that you may not be 
correct, but I have had many cases and transportation has been 
granted even when the relief agency was in Detroit or Indianapolis, 
or anywhere else in the United States. Funds have been obtainable 
through some agency to take those dependent native American-born 
children back to the Philippine Islands. 
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Mr. DE LA YSLA. Well, a good example of that, Colonel, is when 
our department of charity of Los Angeles County stated that they 
did not have enough funds, so they referred them to the State, and 
then the State also wrote a letter to that effect. I think I have , the 
letter here. I will read it to you. 

Colonel McDONALD. Please put it in the record. 
Mr. DE LA Y SLA. Yes. 
This is a letter that was written to the office, to me. It is as 

follows: 

U. S. DEPARTMENT OF LABOR 
IUHIGRATION AND NATURALIZATION SERVICE 

Los ANGELES, CALIFOBNIA 

RoQUB E. DE LA. YSLA, 

Preridenl, Legionario, Club, Inc., 
!!4 B01Jth Spriflg Street, 
Lo. Aflgele" Calif. 

Instructions 
March 26, 1937. 

Transportation in re: Dependent Relatives, Filipino Repatriates 

DIWI 8m: 
AI one of the representatives of the local Flllpino colony here, you arl! in~ 

formed that we are now in receipt· of information from the Social Service 
Division of the State Relief Administration that effective immediately no 
transportation to their native countries may be provided to American-born 
members of famllles of repatriated Flllpinos. We have at present a number 
of famllles who are requesting repatriation to the Philippines, but, unless funds 
can be secured in some other manner, we will be unable to send out the 
American-born wives or chlldren. 

It Is SUggested that you take up this matter with other Filipino representa
tives In the State and ascertain as to whether or not some arrangement can be 
made through them to arrange for the transportation of the class above enum
erated. Also, it Is requested that any additional famllles coming to you for 
information and advice be instructed accordingly. 

Thanking yon for your past cooperation, I remain 
Very truly yours, 

FRANE G. ELLIs 
Acting Ifllpector in Charge 

Lo, Aflgele. Cit1l Office 

That is the Immigration and Naturalization Service. 
Colonel McDONALD. Please put a copy of that in the record. 
Mr. DE LA YSLA. I am sorry I have only the one copy. I will sub. 

mit that copy later, if that will be all right. 
Colonel McDONALD. In your brief on page 12, the paragraph under 

"Retention of American naval base", you did not take that matter 
up in your oral statement in any way. 

Mr. DE LA Y SLA. Oh, yes. 
82709-38-voL 2--111 
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Colonel McDoNALD. That first statement, in the last line, will you : 
qualify that for the record, please, and tell me if that is what you' , 
mean, beginning with "If its interests'" 

Mr. DE LA YSLA. "If its interests." 
Colonel McDoNALD. Meaning the interests of the United States! 
Mr. DE LA Y SLA. That is right. 

If its interests would benefit by tbe retention of a naval base, tbere is no 
reason why tbe .proposition of retaining American naval base should be agree
able with tbe Philippine Government. 

Colonel McDoNALD. Is that what you mean! 
Mr. DE LA YSLA. That is what I mean. 
Colonel McDoNALD. You say ''there is no reason why it should be 

agreeable" , 
Mr. RoXAS. What you mean is that it will be agreeable to the 

Philippines , 
Mr. DE LA YSLA. Yes, I think so. 
Colonel McDONALD. Your sentence just reads the reverse of that. 

"If the United States wants it", you say, "there is no reason why it 
should be agreeable to the Philippines." 

Is that what you mean! 
Mr. DE LA Y aLA. Yes, that is what I mean. 
Mr. BENITEZ. "Should not be agreeable." 
Mr. DE LA YSLA. "Should not be agreeable." 
Colonel McDONALD. Should be or should not be' You say "should 

be". 
Mr. DE LA YaLA. I will repeat that sentence again. I want to read 

this. 
Colonel McDONALD. I think you mean "should not be", but I would 

like to have our stenographer insert ''not'' in your brief, if that is 
what you mean! 

Mr. DE LA YSLA. To be on the safe side, I will say ''not''.~ You 
see, that is a big thing over here for the Philippine Government. 
I am not an authority on that and have not the authority to do that. 

Mr. Rous. Can you answer me categorically what the proportion 
is of married Filipinos and single Filipinos in the United States, if 
you know I 

Mr. DE LA YaLA. You mean, the proportion' 
Mr. ROXAS. Yes, the proportion. 
Mr. DE LA YaLA. Well, I will say more than two thirds. 
Mr. Rous. Are married' 
Mr. DE LA YSLA. Are married, you mean! 
Mr. ROXAS. Yes. How many are married and how many ,are single' 

• Correction made in tbe brief submitted. 
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Mr. DB L4 YBLA. Well, I would say-what do you mean by "mar
ried"f It is awfully hard to distinguish. We have two kinds. 

Mr. RoLlS. Do you want the wives of Filipinos to be provided 
for, and their legitimate children' 

Mr. DB L4 Y8LA. Oh, I seel That includes everything. That in-
cludes either common law or legal. 

Mr. RoLlS. I am just asking you. 
Mr. DB L4 Y8LA. Well, I regret to say I don't know about that. 
Mr. RoXAe. You think it is a very small percentage' 
Mr. DB LA. YBLA. Yes, because there are few only that are legally 

married. But those who are not legally married-(pause). 
Mr. RoLlS. Those who are not legally married, you do not know 

anything about' 
Mr. DE L4 YBLA. I can give you plenty about that. 
Mr. RoXAe. That is all right. You have answered my question. 
Thank you. It is a small proportion' 
Mr. DB L4 Y BLA. It is a small proportion, but I think that if you 

will give them a chance there will be plenty of them. 
Chairman MAcMUlUlA.Y. Are there any other questions' 
(No response.) 
Thank you, Mr. de La Y sla. 
Mr. DB L4 YBLA. Thank you. 
Chairman MAcMUlUlA.Y. The next witness on the list is Mr. Hart-

wick, secretary of the Carnation Company, Milwaukee, Wisconsin. 
Is Mr. Hartwick present' 
(No response.) 
We will pass then to the next witness scheduled, namely, Mr. R. L. 

Miller, attorney, California Farm Bureau Federation, Law and Utili
ties Department, San Francisco, California. 

Is Mr. Miller here' 
Mr. Mn.Lm. Yes. I am ready, Mr. Chairman. 

STATEMENT OF MR. R. L. MILLER, ON BEHALF OF THE 
CALIFORNIA FARM BUREAU FEDERATION, SAN FRAN
CISCO, CALIFORNIA 

Mr. Mn.u:R. Mr. Chairman, and Gentlemen: I am appearing here 
today on behalf of the California Farm Bureau Federation, which 
has prepared and filed a statement.1 

I would like to ask at this time to file a statement on behalf of the 
. Nevada State Farm Bureau.1 The reason for asking for that per
mission is that this statement, prepared by the secretary of the 
Nevada State Farm Bureau, was received at our office late yesterday 

• See vol. UL 
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afternoon, and we have prepared 15 copies of it. I have it with me, 
and if the Committee will accept it and if it is filed, I shall not have 
to include it in the oral presentation. 

Chairman MAcMURRAY. No objection to the acceptance. 
Mr. MIum. In addition to speaking on behalf of the California 

Farm Bureau Federation, I am authorized to speak on behalf of the 
Nevada Farm Bureau, which is a similar organization in the State 
of Nevada. 

For the purposes of the record I think that it is wise that I ex
plain briefly what the Farm Bureau is and who it represents. 

The California Farm Bureau Federation is a voluntary associa
tionof farmers with a membership of approximately 25,000 farm 
families in the State of California. It is not representative of any 
special or particular branch of agriculture but has within its mem
bership farmers engaged in practically all branches of agriculture, 
agricultural pursuits or industry. 

In my statement to the Committee here today I am not going to 
review the matters set out in the formal written presentation, but I 
am going to endeavor to supplement those with a few general 
statements: 

I am sure that there will be representatives of the dairy industry 
and the livestock industry appearing before this Committee, and I 
am sure that there will be statements filed by such groups. 

I wish to state at this time that, as representing the California 
Farm Bureau Federation, I am authorized to say that we endorse the 
views that will be expressed and that we are confident will be ex
pressed by those industries, because we have in our membership 
many persons engaged in dairying and in the raising of livestock. 
So I am going to confine my remarks more to persons engaged in 
other agricultural endeavors and the growing of other crops. I re
turned to San Francisco today from the city of Fresno in the San· 
Joaquin Valley, which is one of the wonderful productive agricul-· 
tural areas in the State of California. While in Fresno I conducted 
hearings before the California Agricultural Pro-Rate Commission 
for the purpose of establishing control-programs for two of Cali
fornia's very large agricultural crops: raisins and dried figs. 

It may seem rather strange to you gentlemen that I would bring 
in the matter of raisins and dried figs before this hearing, but it 
seemed to me that those hearings were quite indicative of a thing that 
is and has been true in the agricultural industry for a number of 
years, not only in California but in the United States, which is that . 
the problem of agriculture is very largely a problem of surpluses. . 

Those two hearings that we held in Fresno yesterday were simply. 
two of many hearings that will be held throughout the State of 
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California within the next few months for the purpose of setting up 
controlled production to control agricultural surpluses. 

In my statement which is on file wi~h your Committee 1 I quoted 
a figure that I took from a publication of the United States .De
partment of Commerce, showing that last year there were imported 
into the United States over 2,000,000,000 pounds of vegetable, animal, 
and fish oils. Those oils, to a very considerable extent, enter into 
competition with domestically produced oils. 

The point that I wish to make is that we are dependent at the 
present time, and have been dependent in the past, upon foreign
produced vegetable and animal fats and oils. If it were possible, 
and I hope that it will be possible in the future, to stimulate and 
develop the production in this country of increasing amounts of 
vegetable and animal oils, we may, by that increased production, 
solve to some extent, and I believe to a great extent, our problem of 
crop surpluses. 

In other words, lands that are now devoted to the growing of sur
plus crops may in many cases be devoted to growing of oil-producing 
crops to replace part of that very large foreign production that is 
now used in this country. For that reason, I dragged into my state
ment here this morning the experience that I had in Fresno yester
day. I do not know whether it would be advisable in the future to 
pull out fig groves and plant that land in peanuts, we will say, for 
the production of peanut oil, but that is not beyond the scope of 
imagination. 

We have in California what I have called a "problem" crop, name
ly, cotton. The cotton crop in California has increased at a very 
rapid rate in the last few years. The estimate of acreage of cotton 
in the San Joaquin Valley is in excess of 600,000 acres. I think the 
estimate is 620,000 acres. That represen.ts an increase of aboult 
200,000 acres over last year-an increase of over 200,000 acres of cot
ton-and cotton is a crop that we can call a surplus crop in that there 
is a cotton surplus. With such a large increased production in Cali
lornia there is danger of a serious surplus. Of course, one of the 
important phases of cotton-production is the production of cotton
seed oil, and if cottonseed-oil prices are very low it tends to affect 
the cotton-producing industry very materially. 

In the written statement I have gone into that to some extent. 
In the Southern States where cotton is produced, the land upon 

which that cotton is produced is very often land that will produce 
. very favorably peanuts from which oil can be obtained. If we find 
that our so-called "problem" crop in California (cotton) tends to 
build up a surplus, and if we can cut down our foreign importations 

• See voL In. 
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of oils from foreign countries and increase the plantings of peanuts 
in the Southern States for the purpose of producing peanut oil, we 
may tend to solve that problem. 

You will recognize that-l am dealing in what we may do, and it 
is what I believe and what farm people generally believe can be 
done. . But to come more closely to the purpose of this hearing, I 
want to make it clear that farm people, the organization that I 
represent, and the farmers in that organization, and farmers gen
erally, do not-WIsh to express antagonism, and they have no partic
ular antagonism, toward the Filip'ino people or trade relations with 
the Philippine Islands.· . 

ldo not want it understood that we oppose preferential treat
ment of the Philippine Islands. Perhaps I can state it better this 
way: Our policy is directed toward protecting domestic agriculture 
from the depressing effect of importation into this country of foreign 
fats and oils that are admitted under such terms as to compete 
favorably and to the disadvantage of domestic agriculture. 

Out of some 2,000,000,000 pounds of foreign fats and oils im
ported into the United States last year, some 600,000,000 pounds 
were coconut oil from the Philippine Islands. 

Dealing with this problem. it is almost necessary to consider the 
whole scope of the oil business or oil industry. We believe that 
there should be no relaxation of restrictions now or after the Philip
pine Commonwealth secures its independence in the excise duties 
upon coconut oil. It may be that it will be found desirable to im
pose more favorable duties upon the importation of Philippine oils, 
coconut oil and copra, than, we will say, upon palm oil from Africa.' 

We would not oppose that if the duties imposed upon coconut oil 
were adequate to prevent that oil in our domestic markets from 
depressing and preventing the proper expansion of the oil-producing 
industry in this country. 

I do not know whether I have made myself clear. The thought· 
I have in mind is that farm people would certainly not oppose grant- . 
ing to the Philippine Commonwealth a favorable position in rela
tion to other foreign countries so long as there were such restric
tions upon imports from the Philippine Commonwealth as to 
adequately protect domestic agriculture. That is the point I wish to 
make in this hearing. 

I am not going to take any more of the time of the Committee 
unless there are questions that I could answer. I want to state that 
I am not an authority on international relations or relations with 
the Philippines, but I will attempt to answer any questions relating 
to the position of farm people. 

Chairman MACMURRAY. Are there any questions' 
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Mr. W AJUNG. You stated, Mr. Miller, if I understood you cor
rectly, that there was, in your opinion, the possibility of increasing 
the production of domestic oils and fats , 

Mr. Mn.t..m. Yes. . . 
Mr. W AJUNG. What degree of protection do you consider neces

sary to accomplish that objective' 
Mr. MILLEll. I am afraid I cannot answer that question. .Any 

answer that I would give would be a personal opinion and a guess, 
as I do not know, frankly. 

Mr. W AJUNG. Does the present excise tax of three cents a pound 
seem adequate' 

Mr. Mn.x.m. I can answer that in this way: Farm people favor 
the continuance of the present excise tax of three cents, and I 
believe in my written presentation I stated that we wanted to be on 
record as favoring the continuance of the tax; I did not state that 
we favored an increase in it. 

I do not know whether that answers your question or not, because 
I am not prepared to say that we feel that a higher tax is necessary 
or is not necessary. 

Mr. WAllING. You mentioned that cotton was one of the problem 
crops in California and, yet, that approximately 200,000 additional 
acres have been planted this year' 

Mr. Mm.ER. That is what makes it a problem. Now, perhaps I 
should elaborate a little on that point. 

I believe the real reason for the very great increase in cotton
production in California has been due to the fact that where the 
average production of cotton in the United States is about a half a 
bale an acre, the average production in California has been close to 
a bale and a half an acre, which has made California the favor. 
able place to produce cotton. They have produced cotton during 
the last two or three years at a profit-although Southern cotton
farmers might be producing it at a loss-because of the higher yield 
nn acre, even with the higher cost an acre, costs in California being 
due to water and irrigation expenses as well as to the price of labor. 
But that increase in California will inevitably create a serious crop 
problem in States that cannot produce cotton as favorably. 

It is a problem crop in California with relation to California agri. 
culture because of two reasons: One is the possibility that before 
there is an adjustment in production in other States it will contribute 
to and cause a large cotton surplus; the other is a purely local prob
lem-that cotton requires in California a large amount of water, 
and it is causing a serious lowering of the water-table in the San 
Joaquin Valley and may aggravate our local water problem. 

For those two reasons we consider cotton a "problem" crop, for 
it may bring problems that we will have difficulty in solving. 
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Mr. WARING. What l' have' in mind was specifically whether the 
farm group was advocating additional protection to take care of a 
condition which they themselveS' '\Vere favoring by overplanting. 

Mr.-MlLLER. No. I do' .not want to be misunderstood on that. I 
think that is a problem we 'will have to handle ourselves, because we 
are causing it ourselves, but I believe the increase in cotton acreage 

- i~ California would ,not be a serious problem if it were replacing 
cotton acrea~e_~n Southern States that could be turned over i:i:J.to the 
production of some other profitable crop. 

Certainly, from the standpointpt land-use, it is desirable from a 
national point of view to use lands to the best advantage, and if you 
can produce a bale and a half or two bales an acre in California, 
looking at it from the national point of view, it should be produced 
here. Conversely, land in the South that can produce only half a 
bale should be turned to the production of peanuts, which cannot be 
produced in the State· of California. 

Mr. WARING. I have three questions, Mr. Chairman, in connection 
with the brief that was submitted by Mr. Miller. 

Mr. MlLLER. Yes. 
Mr. WARING. On the second page of the brief, the first sentence of 

that page, you make a point that in the manufacture of soap coconut 
oil competes with tallow, grease, and soy-bean oil! 

Mr. Mnnm. Yes. 
Mr. WARING. I wondered if it is' true that soap can be made en

tirely from tallow or entirely from coconut oil! 
Mr. M!u..ER. I am not prepared to answer that; I do not know 

whether it could or not. 
Mr. WARING. I think within certain percentages the two are not so 

competitive as they are complementary. 
Mr. Mnnm. I see: . 
Mr. WARING. It may be that within those percentages there is a 

certain degree of competition, but they each have certain character-· 
istics which they bring to soap which cannot be supplied by the other. 

Mr. MILLER. I am very glad to know that. 
Mr. WARING. That is my understanding. 
Mr. MILLER. That may be true. I am not prepared to say in that 

respect. 
Mr. WARING. In which case they would not be in their entirety 

directly competitive .. , 
Again in your brief, the paragraph beginning "Philippine coconut 

oil was admitted .•• free of duty ••. up to June 1934, and it pre
vented the normal growth and development of oil- and fat-produc
tion in the United States." 

You stated yourself that last year 2,000,000,000 pounds of oils and 
fats came in, of which only 600,000,000 was coconut oil. 

Mr. MILLER. Yes. . 
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Mr. WARING. Therefore, it seems no£-'quita-,fair to me to attribute 
the entire effect to- [pause]. 

Mr. )fuJ.ER I believe that perhaps you are right, and perhaps I 
should state here something that may qu~lify my original statement 
to some extent. ' 

It is quite apparent from the records that, following June 1934, the 
effect of the excise and import duties on foreign oils caused a verY 
sharp reduction in importation of foreign oils from foreign countries 
generally, but that reduction was not so apparent in the importations 
of coconut oil from the Phllippin~; also that the real effect of the 
tax perhaps was due to i~ effect upon the entire field of oil importa
tion rather than upon coconut oil. 

Mr. WABING. Yes. 
Mr. Mu J.EB I think that is a fair statement. 
Mr. WAllING. Then there were other oils and fats which should be 

considered in connection with the competitive problem' 
Mr. Mxu.ER. Yes, necessarily. 
Mr. WAllING. Yes. 
Mr. MILLER. And I think that that statement is a reasonable one to 

make in view of what I said at the beginning of my statement here 
today, that I do not believe that farm people would oppose preferen
tial treatment for the Philippines in the matter of importation, be
cause our oil problem is a very broad one. For instance, there is, I 
believe, more palm oil imported into this country than there is coco
nut oil, and if we by proper tariff and excise duties could favor 
coconut oil over palm oil, certainly agricultural people would not 
oppose that so long as they received adequate protection for domestic 
agriculture. 

Mr. WAllING. And it is also true, is it not, that for a considerable 
period of time the United States will be dependent upon a foreign 
supply of oil' 

Mr. Mn.LER. Without doubt. 
, Mr. WAllING. Yes. 
Mr. MILLER. I would not want to be in the position of saying that 

~e could terminate our foreign imports of oil and immediately pro
duce domestically sufficient oil to meet our demands. I think that 
if we ever become self-sufficient from the point of view of domestic 
production, it would be over a very, very long period of time. I 
think that what we should aim at is not complete independence, per
haps, but approaching it; and, considering that coconut oil comprises 
but some 600,000,000 pounds of a 2,000,OOO,000-pound importation, 
it might be fair to say that it would be many, many years before it 
would be necessary to restrict entirely the importation of coconut oil 
in order to adequately protect American agriculture. 
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Mr. WAIUNG. One more question, Mr. Miller: On the third page of 
your brief, in'the.first paragraph, the:r;e is a statement that "the pas
sage by Congress of the excise ta;x.: on cer:tain foreign-produced oils 
in the spring of 1934 caused ~~ immediate advance in the prices of 
important domestic oils". I.ha~e no qu~stion1:'egarding the correct
ness ~f the statement, but it occurs to me tha~ t4ere were also other 
reasons which brougb,t about the price-advance. 

Mr. Mn.LER. I thoroughly agree with you. There were other con
ditions operatIDg at that time which caused price-advances, in addi
tion to the excise tax. It is our ~vinion j;hat the' imposition of that 
excise tax was one of the important factors contributing to the 
price-advance, but there undoubtedly woufd have been a price-s.d
vance without that . excise tax, due to other factors, such as the 
A. A. A. program and other factors operating to create a general ad
vance in farm prices, not only in the oil fields but in other brancheEi 
of the industry. 

Mr. WARING. Not only theA. A. A., but the droughtl 
Mr. Mrr.r.ER. The drought, too. I might say, for purposes of 

clarification, perhaps, that the reduction in importation of coconut 
oil in 1936 over 1935, which was not a large reduction, might be 
attributed to other causes than the excise tax, notably the maritime 
strike on the Pacific coast, which might have caused the diverting 
of coconut-oil shipments to other markets. So that it is almost im
possible to attribute changes in price or changes in the amount of 
importation of a commodity to anyone cause, and I realize that 
limitation. 

I also want to call attention to the fact that any limitations or 
failures to explain properly in the written statement are attributable 
partly to the fact that this statelllent was prepared on very short 
notice. I had to prepare it in one day last week, as I was leaving 
town at the end of the week. So I welcomed the opportunity of 
extending perhaps a little more my oral presentation. 

Mr. DOMERATZKY. Mr. Miller, you referred to 200,000 additional 
acres in cotton in California ¥ 

Mr. Mrr.r.ER. Yes, this year over last year. 
Mr. POMERATZKY. Does that additional acreage represent new land 

or a new utilization of land ¥ 
Mr. Mrr.r.ER. I will have to say, both. One thing has worried us 

in California, in view of the wate:- problem, and that is the large 
amount of new land which has been put into cotton-production. It 
would be impossible for me to say, because I do not believe the rec
ords are available, how much of that 200,000 acreage is· new land, 
and how much is land that was used for production of barley, wheat, 
and other field crops. But there has been a considerable utilization 
of land that had never been under the plow before in the San Joaquin 
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Valley. There bas been considera.bl~ breaking up and plowing of 
new land. I know in Kel"Il County of one entire section· that. hag 
been used simply as grllzing-Iand f()rforage crops. That was plowed 
this year and put in Cotton. .. . 

I say that presents a serious probleD,l because it brings into. use 8 

large amount "Of land that never had to be irrigated before and,. of 
course, extends the water needs, and water has always been a problem· 
in that valley and will be until we develop~'a comprehensive State
wide water program, which is, of course, under way. 

Mr. RoBBINS. :Mr. :MiJ1elo, I unqerstand that you feel that cotton 
is 8 "problem" crop in part becauso of the difficulty of maintaining 
a foreign market for the surplus over and above our own requirement. 

Mr. :M.w:.ER. I did not say that, but it is perhaps true; I believe 
that I was looking at the problem more as a domestic problem, for-

.getting for the moment the possibility of developing the foreign 
market for cotton. The point that I wanted to make was that per
haps, by developing domestic production of oil, we could tend to 
solve not only that problem but our other agricultural-surplus prob
lems, and I was not at the time thinking of the foreign-market prob
lem for cotton. 

Mr. RoBBINS. I wondered how you could reconcile the problem of 
obtaining an increased foreign market for increased cotton-produc
tion, and at the same time decreasing our purchases of foreign fats 
and oils in order to protect further the domestic production of those 
products. Do you think that we can simultaneously increase our 
exports and decrease our imports of commodities ¥ 

Mr. :M.w:.ER. I do not. I think that, if we were to develop a 
policy in this country of producing domestically the foreign fats 
and oils that are now imported into this country, it might seriously 
a1l'ect our import market for other agricultural commodities. I am 
not prepared, certainly, to state that we should, as one farmer ex
pressed it to me yesterday, build a wall around us and develop our 
full agriculture on the basis of n domestic market and domestic 
production. I am not willing to make that statement here, but I 
know that many farm people are of that opinion. At the present 
time I do not think it would be possible, but I do appreciate the fact 
that if we try to decrease our imports of foreign oils it might have 
some considerable e1l'ect upon exportation of other agricultural com
modities. [Sic.] 

Chairman MAcMURRAY. Any further questions! 
(No response.) 
If there are no further questions, we will now recess to resume our 

session at 2 o'clock. . 
(Thereupon, at 12: 30 o'clock p. m., a recess was taken until 2 

o'clock p. m. of the same day.) 
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(Pursuant to the taking of the' noon res.ess the hearing was re-
sumed at 2 p.m.) . 

Chairman MAcMURRAY. The meeting will come to order. 
The next witness on our list we will hear immediately because I 

understand he has to leave on a train in the middle of the afternoon. 
We will hear from Mr. Buckner now, rather than go back over the 
morning absentees. 

Mr. William P. Buckner, Jr., represents the Philippine Railway 
Bondholders' Committee, New York, New York. 

STATEMENT OF MR. WILLIAM P. BUCKNER, JR., REPRE
SENTING THE PIDLIPPINE RAILWAY BONDHOLDERS' 
COMMITTEE 

Mr. BUCKNER. I want to thank the Committee for its consideration 
in permitting me to testify now and get out in such a hurry. I will 
file my brief later.1 

I do not think I will take more than 20 minutes. I understand 
that most of the members of this Committee are not familiar with 
the problem which I have to discuss, and I would like to run over 
it as quickly as possible and give you-a background for it and then 
attempt to present our side of the case. 

The Philippine Railway Company built a railroad on two islands 
in the Philippines, Panay and Oebu, some time in 1906. The build
ing operation was financed by the sale of bonds which were au
thorized in the amount of $15,000,000 and distributed finally in the 
amount of $8,549,000. The distribution occurred through a bank
ing house in London, Glyn, Mills, Currie & Company; in Amsterdam, 

-through Hope & Company; and, in the United States, through the 
Bureau of Insular Affairs. 

The bonds carried a guaranty of interest by the Philippine Gov
ernment which, by its terms, says _ until maturity or redemption. 

S See vol. III. 
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The interest, of course, has been piUd up to the maturity date by the 
Philippine Government, and I wish to. say, 9n behalf of my com
mittee, that it certainly wishes to express its appreciation of that 
prompt payment of interest in contradistinction to the usual func
tion of other government guarantors, particularly in South America. 

The principal, of course, has matured and we contend there is no 
legal obligation on the part of anybody other than the railroad, 
which happens to be a considerable corporation, to pay the principal. 

However, at the time these bonds were guaranteed as to interest 
there was a discussion in pongress-in fact, a great deal of opposition 
to the bill, as it appeanfrom the OongreasiO'TlQ}, Recora-and in the 
debate that occurred on the bill it became apparent that the opinion 
of most of our Senators and Congressmen was that if the guaranty 
of interest by the Philippine Government was passed by our Congress 
it would be in effect to impose a moral obligation on the part of the 
United States and the Philippine Government to the bondholders. 

I am not quoting my own opinion. The fact is that my brief 
contains some excerpts from the OongreasiO'TlQ}, Record of 1905, at 
the time the act was passed, and quotes the opinion of the then Act
ing Attorney General who, in response to some questions by our 
legislators, made the statement that the United States Government 
and the Philippine Government would have a moral, if not a legal, 
obligation to the purchasers of these bonds. 

The bonds were sold on a prospectus, a copy of which I have at
tached to my brief, and our brief states, and it is my personal opin
ion as well as the opinion of counsel for the committee, that under 
the present awakened conscience of our Government, as represented 
by the S. E. C., the circular is misleading to say the least. 

The most prominent features of it, of course, are the statements 
of the Secretary of the Treasury and the Secretary of War to the 
effect that the bonds have been authorized, and the general im
pression that one gains from reading it quickly, as most buyers of 
securities did then, and usually do now, is that they have the savor, if 
not the actual fact, of Government securities. 

I would like to read just a brief quotation from the statement of 
the Treasury Department to that effect: 

The Treasury Department, when the deposit of public moneys''With the vari
ous National Banks Is reduced, will require that bonds other than the fol
lowing be first withdrawn: United States [and I would like to tnsert the word 
"Government"] Philippine Government, Philippine Railway, Porto Rican Gov
ernment and HawaUan Government., 

In other words, the general attempt of this circular-and I do not 
by any manner of means attempt to imply that it was a Government 
function to have issued it-but in any event, the general attempt of 
the circular was to create the impression that the purchaser was to 
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buy a Government-backed security. And, of course, our bankers in 
those days took advantage of it, I assume, and sold the bonds on that 
basis. 

A year ago the railroad announced that it would be unable to meet 
its obligations at maturity, that is to say, the principal of the bonds. 

The Philippine Government, I understand, has a second lien for 
advances for about six and one-half million dollars, as well as other 
items which I have no way of estimating because of their advances 
for the maintenance and operation of the railroad. 

At that time there was a. proposal, I think, by the president of the 
railroad, Mr. Pardee, on behalf of the stockholders and bondholders, 
to submit to the Philippine Government and its Legislature the sale 
of the entire bond issue and stock, common stock, for a. price of $35 
a bond. The impression was gained erroneously that that was an 
offer of the Philippine Government. It is not true, to my present 
knowledge. As I understand it the railway company itself accepted 
deposits of bonds in the Chase National Bank and submitted this 
proposition to the Legislature of the Philippine Islands, and the 
Legislature, as I understand it, adjourned without taking action one 
way or the other. 

In March of this year the Bankers Trust Company called a meeting 
of all of the bondholders. I can say for the record, with the excep
tion of the Philippine Government's holdings and two or three small 
holders of bonds, my committee, at the present time, represents all 
the others, roughly, six or seven million dollars' worth, and this 
Bondholders' Committee was formed. 

Our first effort was to discover what the attitude of the Philippine 
Government was toward the situation and we spoke with Mr. Yulo, 
the Minister of Justice of the Philippine Islands. We had spoken 
with him on several occasions, and when I last saw him in Washing
ton, and a day subsequently in New York, he asked us, as the 
representatives of the bondholders, to submit a. proposition 
which would act as a basis upon which we would sell our bonds. He 
told me at that time that it was his view of the legal situation that 
upon the maturity date and default the Bankers Trust Company, as 
trustee, would own the railroad for the benefit of the bondholders. 

I do not attempt to pass upon the legal status of the problem. I 
do not believe that that is true. You must make some restitution, 
ordinarily, in taking title away from the original owner, despite his 
default .. 

But we did submit Mr. Yulo an offer of the bonds at 100 cents on 
the dollar, not particularly with any serious idea. that he would pay 
us 100 cents on the dollar, but we had to start some place, as I have 
no authority to offer the bonds to anybody for less. Anyone has a 
right to come in and pay them off at maturity. 
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Mr. Yulo took my letter, put it in his pocket, and left for Europe, 
as I knew he was going to, and I think possibly sometime in the 
future we will hear from him. In the meantime, however, my Bond
holders' Committee is concerned because on July 2d, in Manila, a 
petition in involuntary bankruptcy was filed by the Solicitor General 
of the Commonwealth, and an injunction was obtained which, accord
ing to my knowledge of it, attempts to restrain anyone from taking 
any action legally or otherwise with a view to reorganizing the 
railroad. 

Counsel for my committee tell me that an injunction of that kind 
has no effect beyond the--teri-itorial jurisdiction of the court, and, 
of course, there is pending, as has been prior to that time, a petition 

I 77 (B) filed in the Federal court in Connecticut. 
I simply mention these facts to give you an indication that the 

legal problems alone are difficult to cope with. 
I have no way of knowing whether or not, if we intervene in Con

necticutr-and we haven't as yet as a committee in that proceeding
the decree of the Federal court there would have any efficacy in the 
Philippine Islands. 

On the other hand I don't know whether what happens in the pro
ceeding in Manila is going to be beneficial or harmful to us. I don't 
know whether the obtaining of an injunction is a precaution to protect 
the bondholders as well as the Government, or whether it is to remove 
control of the present management of the railroad and appoint a 
trustee to conserve assets. I have asked the Bankers Trust Company, 
through their counsel, to give me information, and they haven't yet 
complied with my request. 

I may say that sometime around July 5th I spoke with Mr. Reed, 
of Sullivan & Cromwell, whom I understood had been requested by 
Mr. Yulo to advise him, and he also knew nothing of the move in 
Manila. That was his statement, at least. 

Our position is simply this: Physically the property is a con
siderable distance removed from the United States. We recognize 
the fact that there is no legal obligation on the Philippine Govern
ment to do anything with respect to the bonds. We do feel, however, 
that because of the way the bonds were originally sold both the 
United States Government and the Philippine Government have some 
obligation with respect to the bondholders. 

It may very well be that it seems far-fetched to ask the Philippine 
Government to buy the bonds and own the railroad because they have 
been good enough to maintain their interest guaranty and carry the 
road along. On the other hand, it will be easier for them to run the 
railroad and make a success of it, and pay an adequate return for its 
capitalization, than it would be for a group of bondholders scattered 
throughout Holland, Canada, the United States, and England. We 
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would like to have them buy it and take the road; then that would 
be the end of it. Our contention is that the Philippine Government 
is obligated to pay interest until the bonds are redeemed. Whether 
we will be able to maintain that,. is another question. 

Counsel tell me it is a well-settled legal principle here, in the Courts 
of Equity, at least, that when an instrument is ambiguous in its terms 
it will be interpreted against the drawer in favor of an innocent 
holder. 

Certainly the.. interest guaranty here is ambiguous in· its terms; but 
whether our judicial forum will agree with us, I do not know. 

We would like to have this Committee find an answer to the prob
lem if it can . 
. Chairman MAcMURRAY. Does that conclude your statement' 
Mr. BUCKNER. I think that is all I have to say. If anybody has a 

question to ask I will be glad to answer it if I can. I do not think of'~ 
anything I care to add at this time. . 

Chairman MAcMURRAY. Are there any questions' 
Mr. RoMERO. I understand that this company has consistently lost 

money; is that a fact! 
Mr. BUCKNER. My only source of knowledge on that point, Mr. 

Romero, is the investigation conducted by the Philippine Government 
itself. I am perfectly willing to accept that as a fact. I don't believe 
it ever earned even its interest on the bonds from the day that the 
railroad was built. 

I believe, in answer to your question, that the Philippine Govern
ment has had to bear the obligation of paying interest from the 
date of its guaranty, or the first interest date. I may be wrong, but 
not very far wrong. 

Mr. RoMERO. I. understood from your statement that the Govern-
ment has advanced approximately six and one-half million pesos. 

Mr. BUCKNER. Dollars. 
Mr. ROMERO. Dollars' 
Mr. BUCKNER. Yes. 
Mr. ROMERO. I think that is correct. 
Mr. BUOKNER. I think so. 
Mr. RoMERO. Do you have any suggestion as to how t.he Philippine 

Government might make this railway a paying proposition' 
Mr. BUCKNER. I have no particular suggestion, Mr. Romero; but 

if I had a monopoly, and I believe it is the only railroad on those 
two islands, I believe I could make it pay. 

Mr. ROMERO. It is a monopoly now' 
Mr. BUCKNER. Only in the sense that it is the only railroad. It 

isn't the rate-fixing power, and it isn't the taxing power, which regu
lates competition. 
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My point is this: If I owned the railroad, and also had the power 
to regulate rates on buses and trucks, and other competitives, I believe 
I could make the railroad pay the interest on the bonds. I am not 
sure about that, but I think 80. 

(Laughter.) 
Mr. RoHEBO. Beyond that, you might eliminate competition' 
Mr. BucKNER. I wouldn't say "eliminate". I would say balance it 

a little better so the burden would be spread more. 
I am serious in stating, as compared with a private enterprise, I 

think that the Government, which has control of all of those ele
ments, could do a little bit better with the railroad than a private 
enterprise. 

I will say that when I first saw Mr. Yulo, rather in a casual way, 
I had understood that the President had mentioned that they were 
to nationalize all transportation lines, and we were happy to start 
them off with this one. I didn't want to argue with him about 
that. I thought they could take it over and have a very fine start. 

Mr. RoHEBO. Will you please repeat that statement in the pro
spectus on which you base your claim as stated' 

Mr. BUCKNER. It is as follows: 

The TreaSIl1'J' Department, when the deposit of public moneys with the 
various Nations! Banks is reduced, will require that bonds other than the 
following be first withdrawn: United States, Philippine, Pldlippine Rallway, 
Porto Rican and Hawaiian. 

My point in making the statement was that the prospectus classed 
with Government bonds the bonds of the Philippine Railway. 

Mr. RoXAB. As Government bonds' 
Mr. BuCKNER. That is the classification, because it mentions the 

United States Government, the Philippine Government, the Puerto 
Rican Government, and the Hawaiian Government bonds. The at
tempt of the circular was to so classify them. 

You might have misunderstood me. That was not the operation 
of either Government. That was simply the bankers enjoying them
selves under a little more liberal restrictions than exist at the present 
time i but the fact is that at least the assistance of both Governments 
was required to permit the thing to go over. 

Mr. RoXAB. What is the market value of these bondsnow¥ 
Mr. BUCKNER. Well, the market value today I do not know. 
Mr. RoxAs. Well, about six months ago! 
Mr. BucKNER. As a general range somewhere around 25 cents on 

the dollar. 
Mr. RoXAs. And you offered to sell them to the Philippine Govern

ment for 100 cents on the dollar' 
827011-38-voL 2--18 
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Mr. BUCKNER. Because I had no authority to offer them at any
thing else. . 

My statement was this, Mr. Roxas: If I could go to Mr. Yulo and 
say, "I will sep' you all the bonds at 100 cents on the dollar", nobody 
could prevent me from doing that, if I had an offer, because the ma
turity date was approaching and everybody had the right to buy at 
the fage value; that is all. I had to have some basis to start on. 

For example, if I walked in to Mr. Yulo and said, "I will"sell 
you all the bonds of the Philippine Railway Company at 50", I 
couldn't ever make good on that suggestion because I might not be 
able to acquire them at 50. 

In other words, when he asked me to submit an offer I was sub
mitting something as a place to start negotiations. If he had made 
a counter-offer of 10 cents on the dollar I would have been able to 
write a letter to the bondholders giving his offer. 

Mr. RoXAs. The market quotation is 25 cents on the dollad 
Mr. BUCKNER. I am giving you an average. I don't think it would 

be above 30 nor below 20, and I am taking 25 as a mean. 
Mr. RoXAS. That is my information. 
Mr. BUCKNER. I think that is correct. 
Mr. RoXAs. You base your statement, in support of your plea that 

either the United States Government or the Philippine Government, 
severally or jointly, have a moral obligation to meet these bonds on 
maturity, on this circulad 

Mr. BUCKNER. No. I base it most of all on the opinion of our then 
Acting Attorney General. I do not recall the man's name, but Sec
rectary of War Taft, who was an accomplished lawyer, had also 
made the statement that they had a moral obligation. 

Mr. ROXAB. Did the Secretary of War have reference to these rail
road bonds~ 

Mr. BUCKNER. Yes. I am quoting from the Oongressional Record 
on this fact. The gentleman in Congress was Mr. Jones, of Virginia, 
and his statement is something along these lines-

Mr. RoXAs. What page is that 9 
Mr. BUCKNER. Page 4 of our brief. 'His statement is this: 
Although Secretary Taft is an accomplished lawyer, there is even higher legal 

authority for my contention than is to be found in his utterances. Tbe Acting 
Attorney General of the United States has given at least two official opinions, 
in both of which he holds that the United States is morally liable for Philip
pine bonds authorized and issued under circumstances and conditions pre
cisely similar to those which will surround those provided for .in this bill. 

Mr. RoxAs. These remarks of Congressman Jones were made 
sometime in 1915 or 1916 ~ 

Mr. BUCKNER. No; I should say around 1905, because that was 
when the original act of guaranty was passed. 
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Mr. Rons. As I understand it, these remarks of Mr. Jones had 
reference to the provisions regarding the authority granted the 
Philippine Islands to issue bonds! 

Mr. BuCKNElL I beg your pardon-unless my counsel are grossly 
inadequate, and I do not think: they are, because they have a state
ment here reading: 

In connection with the statutes pursusnt to which these bonds were sold 
Bnd which are recited In the Indenture securing them (sec. 4 of the act of 
CongresB of the United States, approved Feb. 6, 1905, ch. 453, 58th Cong., 3d 
seBB.), the discussions In the Senate, as reported In volume 39, part I, of the 
Congreslrional Record are signUlcant. 

Unless I am misinformed that is the fact. I have no way of 
knowing, other than from the record, what that is. 

Mr. RoXAS. I might be wrong, but my impression is that this has 
reference to Government bonds of the Philippine Islands and this 
quotation expressly refers to Philippine bonds. 

Mr. BUCKNER. Mr. Roxas, as I remember, Secretary Taft was not 
Secretary of War in 1915, unless I am incorrect. 

Mr. Rons. That is true. Secretary Taft was Secretary of War 
in 1904 or 1905. 

Mr. BUCKNER. Yes. That is what makes me believe that this is 
correct. I am perfectly willing to be shown in error if that is the 
fact. 

Mr. RoXAS. I am not sure, but I know that when these provisions 
of the Jones act were discussed-

Mr. BUCKNER (interrupting). Jones is a very common name. 
Mr. RoXAS. Congressman Jones, of Virginia, was chairman of the 

Committee on Insular Affairs, and he had reference to the bonds of 
the Philippine Government. 

Mr. BUCKNER. Here is this statement: "The debate in the House 
is equally pertinent" (Oongresswruit Record, vol. 38, pt. 5). 

That refers to Mr. Jones' remarks and gives the page number. 
Mr. RoXAS. You may be correct. 
Mr. BUCKNER. Perhaps it would be easy to check, and I would be 

glad to do so. In the absence of the OongressionaZ Record here I 
hope you will allow me to check that and forward it to the Com
mittee; If my brief is wrong I will apologize profusely. I do not 
think it is. 

Mr. Rons. It is the consensus of opinion that the United States 
has sort of a moral obligation for the redemption of bonds issued to 
the Philippine Government, but I have not come across any state
ment by any responsible official of the United States to the effect that 
the United States Government, or the Philippine Government, had 
any moral obligation to redeem the bonds issued to the Philippine 
Railway Company. I may be mistaken. 
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Mr. BUCKNER. If I am able to prove that my statement is in full 
accord with the Reoord I will feel hopeful about the attitude of this 
Committee then. 

Mr. RoXAB. ,I wouldn't say that, but I will gladly straighten out 
the record in that respect. 

Mr. BUCKNER. Thank you. I will check it up to see about that as 
soon as I get back. 

Mr. Rons. l'hank you. 
Chairman MAcMUllRAY. Any other questions ¥ 
Colonel McDONALD. On page 2 of your brief you quote Senator 

Newlands, at page 133, as saying: "I should feel that a moral obliga
tion rested upon me as a Senator of the United States to vote in 
favor of assuming that ob1igation." 

Your opinion is that that obligation goes beyond what is clearly 
stated in the indenture, which provided simply for the payment ot. 
interest-not that the Philippine Government would assume any 
obligation, as you know, for the payment of any principal' 

Mr. BUCKNER. Correct. 
Colonel McDONALD. Have we any right to assume that the obliga

tion of the Philippine Government goes any further than what was 
clearly stated in the indenture for the payment of interest through
out and with no suggestion of any guaranty or even moral obliga
tion as to payment at maturity' 

Mr. BUCKNER. I will answer the best I can and that is this: I 
feel that it does go beyond what is stated in the indenture because 
that is what was referred to in the debate. The obligation in the 
indenture is absolutely a legal one. There is no question about the 
moral obligation: Our entire reference to the moral obligation is 
the foundation on which these bonds were sold. I do not mean to 
imply that either Government was an active force in seeing that this 
prospectus was distributed, but I do say certainly, under our present 
contention of an obligation of a banking house, for example, by their 
tacit assistance you are morally bound to do something. 

I do not say that 30 years ago any banking house had imposed 
upon it the obligation to do anything. But today if a banking house 
puts out an issue it has got to stand behind it, and stand behind it 
very strongly, and that is the way we feel about this situation. . 

I do not mean to refer to your personal part of this factor, but the 
1ines down there, "Bureau of Insular Affairs, United States War 
Department", certainly were a factor in selling these bonds. 

I do not mean from my own standpoint, but I can show you letters 
that I have from guileless investors all over the country who still 
think they have a Government bond because they got them from 
the War Department. 
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Colonel MoDoNALD. The Bureau of Insular Affairs, in their work 
with the Philippine Government in getting teachers for jobs in the 
Philippines, does not guarantee that the children they teach will not 
go crazy, or anything like that. It was merely a go-between for 
the distribution of the bonds. 

Mr. BuCKNER. I realize that, but I am only pointing out what was 
the general public impression at that time. It is peculiar' to note 
that even today I have several letters in my files from the presidents 
of small banks who own 10 or 20 of these bonds, still holding them 
in their portfolios, and they want to know why I haven't arr~nged 
to have their check for 100 cents on the dollar forwarded to them. 
One said "The United States War Department sold me these bonds." 

Colonel McDONALD. One other question. You state that you think, 
if you had the taxing power and the rate-fixing power of the bus 
rates, and so on, in the Philippine Islands, you would be able to earn 

. a return. Do you mind stating on what capitalization you think 
. you could earn a return' 

Mr. BUCKNEll. I don't include in that the second lien or the cap
ital stock, certainly. I have never heard Mr. Yulo, who is the only 
person I have ever talked to about this, advance the idea that the 
second lien was worth anything; but I believe, under the present 
situation, that the railroad has managed to earn-with the assistance 
of the Philippine Government, to be sure, in shipping its coal in and 
taking cement out-has managed to earn about one third of the fixed 
charges, which is the interest on these bonds. With a little adjust
ment here and there I think I might be able to eke out 4 percent. 
I may be wrong. I do not know much about conditions there, but it 
is an advantage to any enterprise to have power over all its com
petitors and power to suggest--

Colonel McDONALD (interrupting). 4 percent on what capitaliza
tion' 

Mr. BUCKNER. On the basis of $8,549,000. 
Colonel McDONALD. Do you realize that the Philippine Govern

ment has already advanced to your bondholders--
Mr. BUCKNER (interrupting). $6,500,000--and I stated they had 

paid it on time each time. 
Colonel McDONALD. Ahead of time. 
Mr. BUCKNER. Yes; that is correct. 
Mr. Rous. Would you say that your bondholders have recovered 

their investment in these bonds' 
Mr. BUCKNER. That is a question, Mr. Rons, that I have no way 

of answering. I am willing to take the compound-interest rate and 
collect it over 30 years and agree if a. man bought the bonds at 95, 
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or what they sold for, and got 4 percent he had an excellent invest
ment-c-but thai'isn't the case here. I am willing to concede that. 

Mr. ROXAS. What would you consider a reasonable valuation of 
these lines' 

Mr. BUCKNER. I am frank to say that I cannot answer the ques~ 
tion. I am confused about it. 

Mr. ROXAS. Judging from its earning capacity, could you esti~ 
mate it! ' 

Mr. BUCKNER. Judging from its present earning capacity, and if 
the Philippine Government didn't withdraw their support which I 
just mentioned, that is, shipments of coal and cement, you would re
capitalize, I suppose, on the basis of about 35 cents to 40 cents on the 
dollar. I think it is earning about a third of its interest charges. 
On a 4-percent basis the company earns from one third, that's 33lh, 
to 40 percent of its present capitalization. 

Mr. ROXAS. In other words, you would not consider it a good in
vestment to pay more than 30 percent on the dollar on these bonds, 
is that correct! 

Mr. BUCKNER. Under these present earnings, no. 
Mr. ROXAS. Under its present earnings! 
Mr. BUCKNER. I see the ultimate object of your question. 
(Laughter.) . 
Mr. ROXAS. I have no ultimate object. I just want to find out. 
Mr. BUCKNER. I would say maybe on the basis of 33 to 40 cents 

would be just a fair investment, and that is about all. But I have 
no way of knowing what the physical value of the property is. I am 
told the railroad was excellently built in the first instance, but that 
was told me by the builders so, of course, they may be prejudiced. . 

I might say that I read a statement from the Associated Press in 
Manila that made me smile. It said that the obligations of the rail
road were 20 million dollars and the assets were not quite 15 million 
dollars. Anyway, it is not such a bad buy for 33lh cents on the 
dollar. Just what it should be I have no way of telling. I gather· 
from Mr. Yulo its intrinsic value is very little, and I am willing to 
accept his statement. 

Colonel McDONALD. Do you represent the foreign bondholders~ 
Mr. BUCKNER. Yes, I do. Mr. Boisse~ain represents the An;lster

dam stockholders j the Canadian stockholders are represented by 
Walton & Company j and the English bondholders are represented by 
a man not yet named, but who will be a member of Glyn, Mills, 
Currie & Company, the original banking house. 

Colonel McDONALD. You can speak for all the '<foreign bond
holders? 

Mr. BUCKNER. Yes, until they say I cannot. I mean that they were 
represented by Mr. Boissevain at the regular meeting at which my 
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committee was selected, and Mr. Boissevain left for golland around 
coronation time in May, and he arranged with his secretary to give 
me a proxy to vote for him on the committee. The same holds true 
with Mr. Walton. I see no use in asking them to come back from 
various parts of the globe to attend meetings of the committee until 
something occurs of importance. 

Colonal McDONALD. Do you know how many million dollars were 
represented by your bondholders who consented to turn in their bonds 
to the railway at the time when you mentioned certain negotiations 
were undertaken' 

lIr. BUCKNElL No. I have no way of knowing that. The Bankers 
Trust Company has an incomplete record on it and the Chase Na
tional Bank, which was the depository, has no records. I mean they 
turned back the bonds and sold the bonds they had in the open mar
ket, and I haven't been able to get a record. It doesn't show. I un
derstand they have acquired deposits of ·around two million dollars. 
It was because of that fiasco, among other things, that my commitlP.c 
has never asked to deposit the bonds. We are satisfied to represent 
them until they want to Beek other representation, if they care to. 

Mr. RoXAS. I suppose you are very well acquainted with the history 
of this railroad' . 

Mr. BUCKNER. No, Mr. Roxas, I am not. I will tell you where my 
information comes from. At the original meeting of the bondholders 
at the Bankers Trust Company a gentleman named Albert Coyle, 
who was pl"t'.cise and seemed to have a great deal of knowledge about 
the situation, read from a report of investigation, I believe, which 
had been conducted by a committee, members of the Philippine Legis
lature, and I am willing to accept that as the truth. 

Mr. RoXAS. I was not referring to that. I want to ask this ques
tion: Do you have any idea as to the amount which the original 
stockholders invested' 

Mr. BUCKNER. I was about to refer to that. I am willing to con· 
cede the fact that this railroad, without pointing particularly to any
body, was built in accordance with the usual commercial practices 
of the time; that is to say, the original stockholders put up one 
dollar and made as much as they could by the construction of the 
road: I concede that to b~ a fact without knowing it. 

Mr. Rous. Was that the general practice approved in the United 
States' 

Mr. BuOXNER. I wouldn't say the approved practice. I read a 
history of the railroad construction of the country and it seemed to 
be fairly general. 

Mr. Rous. I do not want to press the question. 
Mr. BUCKNER. I have no way of knowing. 
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Mr. Rous. I am not accusing anybody. Isn't it also a fact that 
the original stockholders, or at least some of them, found stranded 
equipment on a railroad somewhere in South America and sold it 
after the bonds were sold and guaranteed by the Philippine Govern
ment at a price fixed by them ¥ 

Mr. BUCKNER. I don't know, but I am willing to assume they were 
guilty of all manner of sculduggery; and that makes our case more 
pitiful. 

(Laughter.) -
Colonel McDONALD. Have these stockholders ever gotten anything 

out of it' 
Mr. BUCKNER. I don't know, Colonel. As I say, I have only the 

report of the Philippine Legislature to go by. 
Many of the irate public crusaders suggested we institute all man

ner of suits and actions against people, and my answer to them was 
that that was a long time ago and that it was hardly any use worrying 
about it at the present time. It doesn't affect the plight of the bond
holders. 

Mr. Rous. Isn't it also a fact that the only intervention that the 
Philippine Government had in relation to this railroad was in ap
proving this guaranty, .the subs~dy of 4 percent! 

Mr. BUOKNER. Yes, but even on that basis, Mr. Roxas, they didn't 
hav~ much voice in that matter because I understand the guaranty 
was approved by our Congress without regard to the Philippine 
Government. 

Mr. Rous. They were acting for the Philippine Government' 
Mr. BUCKNER. Yes. 
Mr. RoXAS. The Government had no intervention or control in 

relation to the construction of this railroad or the manner in which 
that money was spent' 

Mr. BucKNER. I am not so sure about that. I do not know the 
terms or conditions surrounding the granting of the franchise. 

Mr. RoXAS. The Insular Auditor looked over their accounts' 
Mr. BuCKNER. I don't know. Frankly, I had no interest in the 

kind of performance that was engaged in 30 years ago, because it 
didn't help our bonds or hurt them very much; so I didn't check up 
on it carefully., 

Mr. Rous. It would be interesting to have an accurate estimate of 
the physical value of this line. 

Mr. BUOKNER. I .think so. As a matter of fact, I have a very 
interesting 25-page oration by one of its original builders, made at 
the Bankers Trust Company. He was accused of something or 
other, and he got up and talked at great length; very interesting 

. reading, but I don't know whether it is true or not. He gave an 
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impassioned defense of the building of the road and said i~ was the 
finest military railroad ever constructed. 

Mr. BoUB. I think a great deal of this railroad. Practically 
everybody on the line votes for me when I go over it. 

Mr. BUCKNElL By all means let's keep it running. Shall we! 
Mr. Bous. Thank you. 
Mr. RoBBINs. I didn't hear the first part of your testimony, Mr. 

Buckner, but I gathered that your first choice was that you wanted 
to be provided with the convenience of your own legislature. If we 
should fail in that, I, like Mr. Boxas, wonder how many dollars you 
thought your clients might be entitled to. 

Mr. BuCKNElL I don't understand what you mean. 
Mr. RoBBINS. You said if you had the legislative powers to regulate 

rates, and so on-
Mr. BUCKNER (interrupting). I beg your pardon. I didn't say 

"legislative powers". I said if I were a power that had a monopoly, 
I thought I would be able to make the railroad pay. 

Mr. RoBBINS. What are you asking of this Committee' 
Mr. BUCKNElL I am asking the Committee to find some 'solution. 

At Mr. Yulo's request we submitted the bonds at the only price we 
could. I assumed, from the fact that he asked us to submit them, that 
he was interested in making some counter-proposal. Maybe he will 
when he gets to Manila. He has had no opportunity, to my knowl
edge, to consult with anyone because he is still traveling. But we 
did feel it would be proper to present the case here, knowing that 
your Committee was going to Manila, and that perhaps, you would 
discuss the matter with Mr .. Yulo; his reply to us would then be 
something that would be advantageous or helpful to us; that is all. 

Colonel McDONALD. In case this railroad went up at a' sheriff's 
sale in the Philippine Islands, would your bondholders be int3rested 
in buying it in , 

Mr. BuCXNER. Colonel, I cannot answer that question. We dis
'cussed the matter with Mr. Reed, of Sullivan & Cromwell, and the 
counsel of our committee, and I am not familiar enough with what 
the situation would be. 

As I say, I am not alarmed, because I can conceive of no greater. 
difficulty than getting the bondholders, who hold from 1 bond to 
perhaps 100 and who are scattered &U over the world, to agree on a., 
definite policy. That was one of the reasons why we are asking 
for help. 
If we had some control over the situation, and this were near 

enough to go into a plan of reorganization under the usual 77 (B), 
we wouldn't have so much to worry about. 

Chairman MAcMURRAY. Are there any other questions! 
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(No response.) 
Thank you, Mr. Buckner. 
We might, from this point, try to pick up our schedule of this 

morning by calling on the various witnesses who were absent then. 
Is Mr. Lawrence present' 
Mr. LAWl!ENCE. Here! 
Chairman MAcMURRAY. Will you come forward ¥ About how 

much time do Y9]1 expect to take' 

STATEMENT OF MR. S. S. LAWRENCE, REPRESENTING 
THE SHELL CHEMICAL COMPANY 

Mr. LAWl!ENCE. Mr. Chairman, I shall take but very little time. 
As a matter of fact, I think I stated all the pertinent facts in the 
brief 1 which I submitted. 

I believe that the Philippine Government should give more pref
erence and protection to the fertilizer materials which are shipped 
from the States to the Philippines for, I would say, the reason 
that probably 98 percent or 99 percent of all those sales go into the 
growing of cane, and the growing of that cane, I would say, is al
most entirely for the American market. 

It is true that we get a 5-percent preference on the f.o.b. value of 
these materials in Europe, or in Canada, or wherever they are pro
duced, but that of itself does not make up for the difference in 
present ocean rates from Europe. In other words, the freight on 
fertilizer materials from Europe is something under $7 for 2,000 
pounds; whereas the present rates on the Pacific Westbound Con
ference is $7.50 to Manila and $8 to the sugar-port. 

I don't know that I have anything more to add, except that we 
look with a great deal of favor on that market. It is one export 
market where we feel that we have an opportunity to stay in and 
where we are not up against the usual troubles of financing expo~ 
shipments. 

I have nothing further to say unless someone wants to ask a 
question . 
. Chairman MAcMURRAY. Are there any questions! 

Mr. ROXAS. What is the value of your exports to the Philippines, 
that is, referring to fertilizers' 

Mr. LAWRENCE. It all depends upon the particular year. 
Mr. ROXAS. For 1936, for example' 
Mr. LAWl!ENCE. In 1936 I would say-I would have to make some 

sort of mental calculation-on a c.i.f. basis, somewhere between $35.
. 000 and $40,000. 

• See vol. IlL 
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Mr. Rous. That is for your companies only! 
Mr. LAWRENCE. My companies alone. 
Mr. Rous. Thank you. 
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Colonel McDoNALD. What preference do you get in your prod
ucts' I mean, what is the tariff 011 fertilizer from other countries 
into the Philippines' 

Mr. LAWRENCE. It is 5 percent of the f.o.b. value. 
Colonel McDONALD. So the Philippine rate is identical with the 

AmericlLn rate' 
Mr. LA WRENCE. No, that is not true. There is no duty upon fer

tilizers coming into the United States, if that is what you mean
they are on the free-list. 

Colonel McDONALD. Thank you. 
Mr. DOMERATZKY. Can you tell us what proportion of the fertilizer

consumption in the Philippines the United States supplies' 
Mr. LAWRENCE. Well, that is only a guess. Of the ammonium

sulphate business, I would say this year about 30 percent, 25 or 
30 percent; and of the other materials probably 40 or 50 percent. 

Mr. DOHERATZKY. Do you mean when you ask for an i:ri¢rease in 
the preference, an increase in the duty on the foreign fertilizers! 

Mr. LAWBENCE. Yes. 
Mr. DOHERATZKY. Do you believe under those conditions that you 

could increase the proportion of fertilizer from the United States· 
or could you increase the price' 

Mr. LAWllENCE. I think that the proportion would increase because 
that market, from the standpoint of returns from world trade,· is 
not essentially profitable to the people shipping out there today. I 
think, under those conditions, there would be more of the business 
that would gravitate to the United States. 

Mr. DOHERATZKY. But if it is not profitable to the European sup
pliers who, according to your statement, have an advantage in the 
freight rates, how could it be profitable for the American suppliers' 

Mr. LAWRENCE. Well, the American suppliers, through various con: 
ditions, either of surplus or so on, seek foreign outlets for it. If the 
Philippine market offers them a better opportunity to dispose· of 
that surplus, they are going there with it. 

I do not know whether that answers your question. 
Mr. DOHERATZKY. Well, it does not. Of course, it would answer 

the question so far as quantity is concerned, but it does not answer 
the question about the profitableness of the market. 

Mr. LAWl!ENCE. Well, if you want my opinion, the market is not 
now very profitable. It is so regarded. Prices have been for the 
last several years quite low out there as regards other markets. 

Colonel McDONALD. Would that raise the price to the Philippine 
consumer' 
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Mr. LAWRENCE. I should say it would; yes. After all, the price 
a unit that they are paying for these materials, especially nitrogen, 
today is lower than the world average price for that sort of thing. 

Colonel McDONALD. And you are asking the Filipino farmer to 
pay more for his fertilizer than the American farmer does! 

Mr. LAWRENCE. Well, naturally; if we are going to pay $8 a ton 
freight, we have to get more money for it. 

Colonel McDONALD. But still you are raising the price over what 
he could get tlie foreign fertilizer for. It comes, as I understand it, 
into the United States free of duty for the benefit of the American 
farmer, and then the Filipino farmer would be required to pay not 
only what he is paying now, but an additional duty. 

Mr. LAWRENCE. Well, I think there is certainly justice in that. The 
Filipino farmer who markets his sugar in the United States under 
present conditions, certainly enjoys a huge preference in that mar
ket, does he noU 

Colonel McDONALD. Yes. But .he also buys a great many other 
things besides fertilizer in the American market. 

Mr. LAWRENCE. True.-
Colon~l McDONALD. And for which he does not get the same advan

tage. He pays an excise tax on coconut oil. I wanted to be sure 
I was right in believing what you asked would raise the price to the 
Filipino consumer. . 

Mr. LAwRENCE. Naturally, but not very much. After all, the unit 
value of these materials, as compared with the unit value of the 

, things produced from them, is relatively a small part of that cost. 
Mr. BENITEZ. Do you know of ·the possibility of exporting fer

tilizer for rice-cultivation @ 

Mr. LAWRENcE. Yes. That is being investigated. I might say 
that successful rice-growing in most countries does consume a great 
deal of fertilizer. For example, in the Dutch East Indies and in 
Japan, and in practically every other rice-growing country, with, 
the possible exception of the Philippines, there is a consumption of 
fertilizer for this purpose. 

Mr. BENITEZ. Also for fruit-growing! 
Mr. LAWRENCE. Yes. 
Mr. BENITEZ. Have you gone into thaU 
Mr. LAWRENCE. No. 
Mr. BENITEZ. There is a growing demand for fertilizer in con

nection with certain fruit trees' 
Mr. LAWRENCE. Of course, from your standpoint that requires 

local exploitation which we are not prepared to give in 'l' particular 
market, especially with the uncertainties of the future. 
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Mr. BENITEZ •. Could we rely on American technical help, for ex
ample, in supplying us with fertilizer in the new mango plantations 
and other fruit-tree plantations, which Germany is endeavoring to 
supply through its commercial agents there' 

Mr. LAWRENCE. Well, I couldn't answer that question. We do do 
it in California, and spend a lot of money doing it; but whether or 
not we could see our way clear, for example, to go out there with 
the uncertainties of the future and do it, I am not prepared to state 
at this moment. 

Mr. BENITEZ. Now I state that there is a growing demand for such 
technical help and that perhaps you people ought to be interested. 

Mr. LAWllENCE. I might elaborate a little bit on what goes on 
here in the States. Long-time technical help is really furnished by 
either the State government or the United States Department of 
Agriculture. For example, here in California we have what we 
call the county agent, who advises the growers of various crops, 
not only how they should fertilize but when they should irrigate 
and how much, what insecticides they should use, and all that sort 
of thing. 

A fertilizer program for any crop. is something that has. to be 
developed over quite a number of years. You cannot go in and 
get definite results in two, three, or four years. That is to say, 
you can spend only so much money and get it back. For example, 
it took the sugar-people quite a number of years before 'they came 
generally to the fertilizer program which they are using today. 

Mr. BENITEZ. I have in mind the employment of salesmen who 
are also scientists. That is being done by German firms in Manila. 
I am inviting your attention to that possibility because, in view 
of this adjustment as it has to be made, more demands will be 
created for fertilizer for our fruit trees. 

Mr. LAWRENCE. Well, it would seem to me, if you wanted to 
. develop it, probably it should be done as a Government venture so 
they could go into the different provinces and layout some experi
mental areas and have competent people to supervise them. Then 
~e information which you have is public. It wouldn't be so terribly 

. expensive to do it that way either. 
Chairman MAcMUl!RAY. Are there any further questions' 
(No response.) 
Thank you very much, Mr. Lawrence. 
Is Mr. Mallon present' . 
Mr. MALwN" Yes. 
Chairman MAcMURRAY. You may come forward and make your 

presentation:. 
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STATEMENT OF MR. A. E. MALLON, REPRESENTING 
THE TACOMA CHAMBER OF COMMERCE, THE 
NORTH PACIFIC MILLERS' ASSOCIATION, AND THE 
MINNEAPOLIS CIVIC AND COMMERCE ASSOCIATION 

Mr. MALLON. Mr. Chairman and Members of the Committee: 
The brief on oehalf of the Tacoma Chamber of Commerce has 
already been filed.1 My remarks are to be. made not only in behalf 
of the Tacoma -Chamber of Commerce but also in behalf of the 
North Pacific Millers' Association and the Minneapolis Civic and 
Commerce Association, of Minneapolis, Minnesota. 

In the Pacific Northwest is a great round basin situated nearly 
two thousand miles by rail from the large consuming centers of 
the United States. The sides of this basin consist of lofty mountain 
ranges that separate it from the other great divisions of the coun
try. In this basin, consisting of a large part of the States of Wash~ 
ington,· Oregon, and Idaho, has been grown as much as 110 million 
bushels of wheat in one harvest. With domestic requirements lim
ited to 27 million bushels for seed, feed, and human consumption, 
a tremendous volume must each year be shipped from the basin. 

You may ask, why doesn't the Pacific Northwest diversify! Be
cause the soil, rainfall, and climate are well adapted for the mosf 
part to the production of wheat, but poorly adapted for mostother7~: 
crops. Between 85 and 95 percent of the crop land is generally used . 
for wheat, grown on over 53,000 farms. Hence, there is no doubt 
that large wheat harvests must and will continue each year, and the 
marketing of that wheat is one of our major agricultural proble~. 

The types of wheat grown add a further complication. A large 
portion of it is Ii. soft white and soft red winter wheat;-:.....the principal 
uses for which are crackers, baking-powder biscuits, cakes, cookies, 
and so forth. As the consumption of these articles is limited, the 
domestic market is limited, and particularly when you consider that 
somewhat sin:i.il.ar wheats are grown in the large consuming areas 
east of the Mississippi. (Roughly, the great breaq-wheat producing 
section is east of the Rockies ·and west of the Mississippi.) For
tunately for the Pacific Northwest, a good foreign demand has 

.always existed for these particular types of wheat and wheat 
products, particularly in the Orient. The annual export of wheat 
and flour during the decade of the 1920's averaged over 42 'million 
bushels a year or more than half of the total average annual pro
duction. The remainder of the harvest moved eastward in small 
quantities by rail, in large quantities to California, and also to .the 
eastern seaboard via the Panama Canal. 

• See voL IlL 
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At the end of the twenties and early thirties, amongst other dis
appointments to American wheat-growers and flour mills, came the 
loss of the foreign markets. This was a terrific blow to the Pacific 
Northwest because of its more than 50-percent dependence on export 
trade. With the damming up of this most important outlet, the 
surplus wheat supplies backed up in the great basin. The level 
rose higher and higher. It spilled over the Rockies and drained east-

. ward across the great prairies. It increased in volume in California. 
The heretofore quiet steady stream through the Panama Canal be
came a raging torrent. It poured through the United States ports 
of the eastern seaboard hundreds of miles into the interior. It broke 
the price-level of the eastern wheat-producer wide open, and its re
percussions resulted in pronounced heaviness even in the prices of 
the Chicago Board of Trade. The wheat-producers throughout the 
United States suffered in accordance with their location because of 
t·he loss of the export marKets. 

Amongst these export markets is the Philippines-a large importer 
of United States wheat flour. During the period when the Govern
ment exercised various price controls, the price of United States 
wheat 80 rose above world levels that even the preferential duty of 
4!a cents a barrel in the Philippines was insufficient to protect Ameri~ 
can flour exporters, and Australia. became the dominating factor in 
.the Philippines. Even the bonnty plan of the DepartmeJft of, Agri
culture has not been sufficient to place United States flour'back into 
the position it formerly occupied. If the independence of the Philip~ 
pines is granted on the understanding that preferential tariffs will 
no longer exist between the Philippines and the United States, then 
what flour trade is left will automatically be passed over to our 
foreign competitors. 

Four years ago, those of us who favored reciprocal trade agree
ments were urged by the present administration to ask our congres
sional representatives to vote for that legislation. We~id. The leg
islation was passed. Many trade agreements have since been signed, 
and a beginning' has been made in. the direction of Jower tariffs 
between nations. American agricultur~ has received some benefits 
under these agreements, but not great. Certainly the American 
wheat-growers and the American flour mills, three quarters of whose, 
market1J were lost since. 1930, view with small satisfaction the few 
benefits they have received. Yet, at one stroke of the pen, our Gov
ernment would give away to foreign competition the Philippine 
flour market, larger than all the flour markets opened up by all the 
trade agreements made to date. And this is the treatment Americans, 
who have spent large sums in building up trade in the Philippines, 
receive from their Government in 1937, when the same Government 
in 1898 accorded the Spahlards 10 years to liquidate their interests. 
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In Washington we are commencing to have a revival of interest 
in the American Merchant Marine. It is once more front-page news 
to read that new ships must be built and companies subsidized in 
some form or other to maintain trade routes. The public mind is 
being fashioned to approve whatever action Congress finally deems 
best to take. Huge sums will probably be expended with little notice 
or thought of the experiences of the past in the building of a sound 
economic foreign policy for the future. 

Wheat Hour for yeara has been the backbone of the trans-Pacific 
steamship services from Puget Sound and the Columbia River ports. 
Its steady, regular How furnished a dependable cargo and revenue 
to the steamship lines which maintained those services. The main-. 
tenance of these lines opened foreign markets that otherwise would' 
not have been available to Pacific-coast producers and manufacturers 
of numerous other products. The more cargo available, the lower 
the rates of transportation, the greater the profit to all concerned
the producers, the manufacturers, the transporters. 

With the loss of our oriental Hour markets, the steamship-operator 
is faced with a real problem. Ports of call are reduced both at home 
and abroad. Frequency of sailings are reduced. Overhead per 
steamer increases. Profits are leaner or turn to losses. Some lines 
fold up and leave a breathing-space for the survivors to attempt 
to carry on. The battle of the survival of the fittest continues in 
grim earnest. A statement just received from the States Steamship 
Company of Portland, Oregon, further bears out the problem from 
the steamship point of view; it reads as follows: 

It Is an acknowledged fact that steamship services are the most important 
factors In foreign, trade, as, without this means of transportation, business could 
not be transacted, and the reverse Is, of course, also true. 

Since the inception of AmerIcan control of the Philippines, trade between the 
two countrIes has grown steadily and is now of tremendous volume. To the 
steamship owner who Is employing his tonnage In the trans-Pacific trade it Is 
of the utmost importance that present economic relations continue between the 
United States and the Philippines, that Is, free trade. While it Is possible for 
an owner to obtain cargoes from the Pacific coast of America to the Far East, 
'It Is not possible for him to secure profitable homeward freights from oriental 
ports other than from the Phillpplnes, and the completed voyage would show 
a substantial loss unless cargoes from the PhlIippines such as copra, sugar, 
lumber, hemp, etc., were available. Should the United States Impose duties upon 
these and similar commodities, the result would be obvious. The' movement of 
these goods would either dry up or become of Infinitesimal volum~. The steam
ship owner would be forced to discontinue service between not only the Paclflc 
coast and the Phillppines and return, but also between this country and Japan 
and China ports, and either cease to exist or employ his tonnage in more 
profitable trades.' . 

To elaborate, without present cargoes 'available from the Phlllppines to this 
country, a steamship owner cannot make sufficient profits to ma~ntaln a regular 
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~ce tr Dm thIs coast to the Philippines and return, but also could not maIntain 
IUch IIervlce to Japan and China. The result would be disastrous, not only to 
the steamshIp owner, but also to export and import merchants who presently 
traffic with the OrIent. When It Is taken into consideration that trade be
tween the UnIted States, Japan, and China Is vastly greater than between 
the UnIted States and the PhilippInes, the significance of this question is realized. 
The steamshIp owner could not atJ'ord to continue services to Japan, China, and 
the PhlUpplneB wIth the result that all the vast commerce built up through long 
yeal'8 of etJ'ort by merchants in this country would dIsappear, and this busIness 
wonld be IIelzed by competition In other countries. 

The State. Steamship Company, which commenced bnsiness from the Colum
bIa RIver In 1919, has kept up a continuous and regular service to and from the 
PhlIlpplnea by way of Japan and China since that date. This company has 
only been able to so maintain a service of this nature due to the fact that there 
hal been a volume of busIness from the Philippines home to the Pacific coast. 
In the Interests of developing trade for exporters to all oriental points, the 
States SteamshIp Company has made every etJ'ort to assist merchants and, 
through Its Far Eastern offices, has been successful In no small measure In 
buildIng up and enlarging the business of exporters and importers In the Colum
bIa RIver dIstrict. Through the ablUty of this company to maintain a regular 
Bervlce to oriental ports, a large business In perishable goods, such as fresh 
apples, pears, oranges, grapes, potatoes, anO: generally other forms of produce, 
01 well as fresh meats, has been built up, not only to the Philippines but also 
to Japan and ChIna ports. ThIs company bas spent considerable sums of money 
In developIng not only a large busIness In produce and fresh meats but also 
other products heretofore not bought by orIental countrIes from the UnIted 
States. 

It Is not unreasonable to antiCipate the time wben the exports from tbis country 
to the PhIlIppine Islands wUl exceed our Imports from those Islands: if not In 
,-olume, at least In value. 

The loss of preferential treatment in the Philippines ultimately 
means the elimination of most of our sailings to the Philippines from 
Pacific-coast ports, regardless of what action the Government may 
take to protect trade routes. The loss of preferential treatment for 
wheat flour in the Philippines would be another serious blow to the 
North Pacific wheat-producers and flour mills, would further ag
gravate the problem of marketing our wheat surplus in the United 
States, and would adversely affect producers and manufacturers of 

. many other commodities on the Pacific coast. I urge the members of 
. this Committee to take no action that will further dam up the wheat 

supplies of that great basin in our North Pacific States and cause 
further disruptions of trade that will bring repercussionil from the 
entire ~gricultural community into the halls of Congress. 

Chall'Illan MACMURRAY. Are there any questions to ask Mr. 
Mallon' 
. Mr. WARING. You spoke, Mr. Mallon, with some disparagement of 

. the treatment.accorded the United States millers by the United States 
Government m 1937. May I point out that under the present law 
the United States products are accorded free entry in the Philippine 

827~~s-,vo1. 2-17 
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market for a period of 10 years; whereas Philippine products enter
ing the United States are subjected to various restrictions. So that 
the United States products in the Philippine market actually receive 
more favorable treatment than Philippine products in this market. 

Mr. MALLoN. I think the disparagement that I might have made 
referred to results which we have obtained in trade agreements for 
the American producer. 

Mr. WARING. I think it was in connection with the Philippines you 
made the statement. 

Mr. MALLON. No; I am sorry. 
Mr. WARING. Do I understand that you are urging this Committee 

to advocate a perpetual preferential relationship for the benefit of 
millers in the Pacific NorthwesU 

Mr. MALLON. The question, as I understand it today, is the state
ment that was made-in fact, a press release that Mr. Sayre and 
President Quezon made-that in case of independence preferential 
treatment was to cease immediately. 

Mr. WARING. I think, perhaps, you did not read all of that state
ment. 

Mr. MALLON. That might be quite true. 
Mr. WARING. Or it may not have been quoted fully in the papers 

which you saw. If I remember correctly the import of that press 
release was that preferential relations between the two countries 
should be terminated at the earliest possible date consistent with 
affording the Philippines a reasonable opportunity to adjust their. 
national economy. That does not necessarily imply that free trade 
will be interrupted forthwith. 

Mr. MALLON. Certainly for 10 years we feel that preferential treat
ment should continue. 

Mr. WARING. But you are not advocating that it should be in 
perpetuity W 

Mr. MALLON. I do not think that is the question that this Com-. 
mittee is to decide at the present moment. ' 

Mr. WARING. It would be difficult to decide it, wouldn't it! 
Mr. MALLON. That is right. 
Mr. WARING. That is all I have, Mr. Chairman. 
Chairman MACMURRAY. Any other questions ¥ I 
Colonel McDONALD. You stated that you have a preferential, I 

understood, of 42 cents a barrel' 
Mr. MALLON. That is right. 
Colonel McDONALD. What preferential compared to that do yo~ 

feel would be necessary for you to continue in business profitably ¥ i 

Mr. MALLON. My reference to that preferential, Colonel McDonald:!i 
was this: That even with the preferential which we have today, andh 
the fact that the Agricultural Adjustment Administration is grantingh 

,; 
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an export bounty to the Philippines, we are only able ~ do about 
one third of the flour business in the Islands where, pnor to about 
1928, practically ,every barrel of flour imported into the Philippines 
came from the United States. 

Colonel McDONALD. So that you feel that full preference is neces-
sary, that is, what you have now' 

.Mr. MALLON. Positively • 

.Mr. RoXA8 . .May I ask a question' 
Chairman MAcMURRAY. Yes. 
Mr. Rona. You are aware, of course, that the Philippines do not 

produce wheat' 
Mr. MALLON. Yes, Sir • 
.Mr. ROXAS. You are also aware that any protection given to wheat 

flour in the Philippines is given exclusively for the benefit of Amer
ican producers' 

Mr. ALu.wN. Yes, Sir . 
.Mr. ROXAa. Is that correct' 
Mr. MALLON. That is right . 
.Mr. RoXAa. And that tariff exists, in reciprocation for the ad

vantage enjoyed by Philippine products in America, to protect the 
American wheat flour' 

.Mr . .MALLON. Right-it is a mutual proposition. 
Mr. ROXA8. There is no reason, from the viewpoint of the Philip

. pines or for the benefit of the Philippines, to grant that protection 
except-

Mr. MALLON (interrupting). As a quid pro quo. 
Mr. Rons. Thank you. 
Chairman MAcMURRAY. Are there any other questions! 
Mr. JACOBS. Mr. Mallon, you advanced the idea that American 

shippers will have to discontinue if preferences are not continued ~ 
Mr. MALLoN. Yes, Sir . 
.Mr. JACOB8. Have you any figures to show what percentage of our 

trade, both imports and exports, with the Philippines is carried in 
American bottoms as related to Philippine trade! 

Mr. MALLON. I think those figures were given in a brief presented 
this morning by Mr. Scott for the Chamoers of Commerce of Seattle 
and Portland. Roughly, according to my recollection. it is about 
1,300,000 tons from the Philippines to this country and about 650,000 
tons from this country to the Philippines. 

:Mr. JACOBS. In the brief to which you referred what is that per
centage , Is it stated in percentage to the other trade from China 
and Japan! 

:Mr. MALLON. In wheat flour today-in 1936 one million barrels of 
flour were imported into the Philippines. About one third of that 
came from the United States and two thirds from foreign coun-
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tries-that despite the fact that the American flour- and wheat
producers had ~he advantage of the export bounty under the Agri
cultural Adjustment Administration. 

There is a further loss-we have already lost our oriental market 
with the Tacoma & Oriental Line discontinuing their service out of 
Tacoma, the American Freighter Line discontinuing the freighter 
service out of the sound, and the States Line discontinuing their 
passenger service out of the river. We haven't even reached the 
Philippine situation yet. It would mean that much more critical 
situation for us. 

Mr. JACOBS. I have no further questions. 
Mr. BENITEZ. I am just wondering if you have a definite idea of 

the great possibility of wheat consumption in the Philippines on 
the part of wheat growers here ~ 

Mr. MALLoN. I think: it has a very favorable possibility, Mr. 
Benitez. 

Mr. BENITEZ. Are you familiar with the significant change in the 
habit of the Filipino masses of eating bread for breakfast ¥ 

Mr. MALLoN. In what way! 
Mr. BENITEZ. As a cheaper meal. 
Mr. MALLoN. In 10 years' time the importation has increased about 

50 percent. That is the best indication that we have. 
Mr. BENITEZ. But you have not looked into that significant change 

in the habit of the people, of the laboring classes! 
Mr. MALLoN. No, Sir, I have not. I have not been to the Phil-

ippines. 
Mr. BENITEZ. I am inviting your attention to that. 
Mr. MALLoN. Thank you; that is good. 
Mr. RoXAS. Do. you still receive a subsidy from the Agricultural 

Adjustment Administration ¥ 
Mr. MALLoN. That was just renewed on July 1st of this year. 
Mr. ROXAS. And that subsidy will be paid up to when, under 

the present laws' 
Mr. MALLoN. June 30, 1938. 
Mr. ROXAS. How much does that amount to! 
Mr. MALLoN. It fluctuates. 
Mr. ROXAS. A barrel ¥ 
Mr. MALLON. It fluctuates, depending upon the price of foreign 

flours being sold in the Philippine market. 
Mr. ROXAS. At present, for example, just in round figures, how 

much is it! 
Mr. MALLoN. I have a recollection that today it is 20 cents a 

barrel. 
Mr. ROXAS. If that subsidy were continued in addition to the 42 

cents a barrel protection that you receive now, could you participate 
in a larger measure in the Philippine market for wheat flourY 
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Mr. MAIulN. Mr. Roxas, it means that we have been able, in a 
little over & year's time, to build up about 100,000 barrels. I will 
put it this way: About 250,000 barrels of flour was the low point 
without any assistance from our Government. That has been in
creased to 350,000 barrels. That is all it has done. That still 
leaves about 650,000 barrels being imported from other countries like 
Australia, Canada, and Japan. 

lIr. Rous. What is the reason why you have not been able to im-
port more' the prices' 

lIr. MAIulN. Price. 
Mr. Rous. Or is it the quality of the flour produced' 
Mr. MAIulN. I would say price principally. 
lIr. RoXAS. Thank you. 
Chairman MAclIURRAY. Are there any other questions' 
lIr. RoBBINs. You indicated that you believed that the price pre

mium that the Philippine consumers pay to the flour-producers in the 
United States was something in the nature of reciprocity for the 
price premiums that Philippine producers of other products receive 
in this market' 

Mr. MAIulN. Price premium or tariff protection-the same. 
Mr. RoBBINs. I suppose you are aware of the fact that the amount 

of these subsidies paid by the Philippine consumers on American ex
ports is considerably less than the amount of the total subsidies paid 
by American consumers on Philippine exports to this country' 

.. ' lIr. MALLON. That is probably right. 
Mr. RoBBINS. That is all I have. 
Chairman MAcMURRAY. Are there any further questions' 
( No response.) 
Mr. LAWRENCE. I would like to make a correction in a statement 

I made. I find that I dropped a cipher in my answer to a question 
on values. I find a half million dollars in value in 1936 of the busi
ness we did over there. 

Chairman MAcMURRAY. Is Miss M. Goode here! 
(No response.) 
Mr. Mallon or Mr. Scott could, perhaps, tell us whether Miss 

Goode is expected to appear this afternoon. 
Mr. MAIulN. Miss Goode was coming down on the O(J.8cade this 

afternoon and is expected here any moment. 
Chairman MAcMURRAY. Is Mr. Hartwick here' 
(No response.) 
The next witness on our list for today, then, is Mr. Samuel H. 

Greene, Secretary Manager of the California Dairy Council of 
San Francisco. 
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STATEMENT OF MR. SAMUEL H. GREENE, ON BEHALF 
OF ~HE CALIFORNIA DAIRY COUNCIL 

Mr. GREENE. Mr. Chairman, Members of the Committee: The 
brief 1 which has been filed with you contains practically all the 
actual statements that I should make within the limitations that I 
Iriust observe: 

My function is to represent solely the viewpoint of the dairy in
dustry of the llWestern States. I may have taxed your patience 
in the brief in taking up several pages to describe the importance of 
the dairy industry, both to agriculture and to our general social 
eoonomy. That, however, has not been done with any desire to im
press our Filipino friends with the importance of the dairy industry, 
but in order that the Committee may be aided, perhaps, in evaluat
ing the various claims for consideration that will be advanced by 
other American interests. 

The members of the dairy industry in this area are in full sym
pathy with the aspirations of the Filipino people and would not in
terpose any objections to any arrangements that might be helpful 
in developing those aspirations, so long as they would not injure our 
own interests. 

I have submitted with my brief, noted as exhibit B, a report of 
the Oils and Fats Section of the Bureau of Foreign and Domestic 
Commerce, entitled Review of Vegetable omd Oompeting Oils (1936). 

On page 1 of that report it shows that the United States imports 
of oils and oil-bearing materials in 1936 amounted to 2,310,234,169 
pounds, compared with the five-year average, 1930-34, of 1,654,-
154,930 pounds. 

Of the 2,310,23~,169 pounds of imports of oils and oil-bearing ma
terials, the report shows on page 2 that coconut-oil imports were 
322,065,415 pounds and copra, 364,493,443 pounds. 

Estimating the copra at 63-percent oil extraction, which is the 
figure commonly used, the yield of oil from that amount of copra is 
229,630,858 pounds. The total importation then of coconut oil in 
1936 was 551,696,273 pounds, which is between 24 and 25 percent 
of the total imports of oils and oil-bearing materials of all kinds, 
and all this coconut oil and copra received in 1936 came from the 
Philippine Islands. 

That point was not brought out in my brief. 
I should add to that that the 1936 imports of coconut oil exceed 

those of the five-year average before mentioned, by some 27 million 
pounds, and copra declined in 1936 as compared with the five-year 
average; but it would appear to us that when any group has 25 per-

1 See Vol. III. 
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cent of all the business and its volume has not declined in the period 
under consideration, its interests have not been injured. 

The dairy interests feel that the present restrictions have not been 
burdl'!osome upon the Filipino people and that they have been very 
helpful to American dairying and agriculture, particularly dairy
ing, in these 11 Western States for which I have spoken in my brief 
nnd am speaking now. 

The excise tax, we believe, is not burdensome upon the Filipino 
people to any degree. We feel that that is paid by the American 
consumer of the products into which these oils go. It is practically; 
impossible to discuss this question on a regional standpoint, because 
of the interchangeability of agricultural crops, the diversity of west
ern markets, ° and the foreign situation. 

Many farm crops are produced in the United States in excess of 
demand, thus creating serious problems; but it is evidenced by the 
figures that we do not produce domestically our requirements of oils 
and fats. If, then, some shifts could be made, by which some areas 
of land would be utilized in producing those crops. that will yield 
either these same oils or others than can be used as substitutes, a 
very happy situation would follow. It is not expected, of course, 
that the time would ever arrive when the domestic production would 
be substituted in entirety for foreign trade in these commodities, 
but it does seem desirable, from the standpoint of the social economy 
of this country, that opportunities should be secured to American 
farmers to produce these crops at a price-level which will enable 
them to stay in the farming business. 

The present restrictions have served that purpose very well. We 
feel that they should be maintained. We feel that this Committee 
is rendering a valuable public service, and our hope is that in digest
ing all the information that you will receive here and at Manila that 
that distinction which I have tried to explain shall not be lost 
sight of. 

Thank you. 
Chairman MAcMURRAY. Are there any questions! 
Mr. °Rous. I understand, Mr. Greene, that you take the position 

that the present conditions under which Philippine copra and Philip
pine coconut oil come into the United States are satisfactory to the 
dairy industry! 

Mr. GREENE. Yes, Sir. 
Mr. RoXAs. As they are! 
Mr. GREENE. As they are. 
Mr. Rons. With the excise tax! 
Mr. GREENE. Yes. ° 
Mr. RoXAS. And you would have no objection to continuing in

definitely that situation. 
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Mr. MILLER. As far as can now be seen. 
Mr. RoxAs. As far as the dairy mdustry is concerned! 
Mr. GREED. No. 
Mr. RoXAs. You know, of course, that palm oil and other vege-

table oils are on the free-list of American tariffs! ,i.. " 
Mr. GREENE. I understand so; yes, Sir. 

·Mr. ROXAs .. Whereas coconut oil has a 2-cent-a-pound duty! 
Mr. GREENE. Yes, Sir. 
~. ROXAS. Can you state the reason why there is a duty on coco

• nut oil and no duty on palm oil ¥ 
Mr. GREENE. I have no knowledge upon which to base an answer. 

I could only guess, Mr. Roxas. 
Mr. 'RoXAB. In other words, from the viewpoint of the dairy in

dustry, coconut oil might as well come into the United States free 
of duty, so long as palm oil and other vegetable oils are on the 
free-list! 

Mr. GREENE. The dairy industry, Mr. Roxas, is not pleased with 
the free admission of those other oils. At the time the testimony 
was being submitted to committees of the Senate and House, with 
regard to these taxes, the dairy industry, as I recall it, contended 
for uniformity. Other interests, apparently, were successful. 

Mr. RoXAs. But from the viewpoint of the dairy industry, do I 
understand correctly that you feel that all of this vegetable oil 
should be placed on the same footing' 

Mr. GREENE. We do; yes, Sir. 
Mr. RoXAs. Taking for consideration the peculiar situation between 

the Philippines and the United States, would it be objectionable to 
the dairy industry if Philippine imports of copra and coconut oil 
were increased through a displacement of vegetable oils coming from 
ether countri~s, without increasing the total of vegetable-oil imports 
into the United States! 

Mr. GREENE. There would be no objection, Mr. Roxas, so long as 
this present assistance in competing with the lower price were 
afforded. 

Mr. RoxAs. As I understand also, the dairy industry is satisfied 
with the preferential now enjoyed by the Philippines on coconut oil 
in the matter of the excise taxi . 

Mr. GREENE. Yes, we are satisfied with that. 
Mr. RoXAs. Your concern is that it not be changed! 
Mr. GREENE. The concern is that it not be changed, and our only 

contention with respect to coconut oil and all these other oils is that 
it is impossible for the American farmer to produce those oils, or 
others that might be used in their place, rold compete. He cannot 
do it without some aid. 

Mr. RoXAs. Thank you very much. 
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Mr. GBEENL For instance, in our own iIidustry, the average prodqc
tion of a dairy cow is perhaps eight tenths of a pound of butterfat a 
day. To increase the average production of the indivi<lual cow is a 
long-a very long-and costly process. Therefore, the dairyman can
not meet foreign competition to his product by reducing his unit·cost 
of production through an increase in volume of production, as done, 
lor instance, in the automobile industry. So other aid must be sought 
to enable him to meet that, and the" only one that h!ls been devised 
is this scale of tax restrictipn. 

:Mr. RoXA8. Would you, Mr. Greene, object to the elimination' or, 
the reduction of the excise tax on ~conut oils that are rendered 
edible' 

:Mr. GHEENE. YeB. 
:Mr. Rox.u. You would object to that! 
Mr. GBEENE. Yes. 
:Mr. RoXA8. Would you give the Committee the reason why that 

would be objectionable from the viewpoint of your industry! 
:Mr. GREENE. YeB. I think I can give you the reason: because 

such a small proportion of this 2,000,000,000 pounds of oils is used 
for edible purposes. Such a large proportion is used in industry 
that the general price-level would be affected. 

Mr. WARING. :Mr. Greene, I should like to ask you a few questions 
in connection with the brief you submitted. 

Mr. GHEENE. Yes, Sir. 
:Mr. WARING. First of all; on the second page of your brief, in

dicating the importance of the dairy industry to the 11 Western 
States, you point out the production of butter in 1935 at 206,386,000 
pounds, valued at $61,915,800; and the production of evaporated 
milk was 355,931,000 pounds, valued at $22,081,000. Is it not true 
that. the Philippines are a rather important outlet for your evapo
rated-milk product' 

:Mr. GHEENE. It is true; yes, Sir. 
:Mr. WARING. So that the dairy people have interests both in the 

Philippine market, from the standpoint of exports, and in the 
American market, from the standpoint of the coconut oil which is 
imported' 

:Mr. GBEENE. We have, indeed, and I think it is appropriate to 
say here that American dairy interests are heavy purchasers of a 
by-product of coconut oil. They feed very large quantities of coco
nut cake and, in many cases, prefer it to linseed and cottonseed 
cake. 

:Mr. WARING. One other question in connection with your brief, 
again: I note that' on page 6 you make reference to. the Review of 
Vegetable and Oompeting Oils, compiled by the Oils and Fats Sec-
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tion of the United States ~Bureau of Foreign and: Domestic. Com
merce. 

Mr. GREENE. Yes,' Sir. 
~r. WARING .. You refer in that report to page 22, vy'here the whole

sale prices are given, and then you call the CoIrlmittee's ,attention to 
the fact that the price of COCOJilut eil is the lowest on the list.~ That 
particular li~t; however, give~' th.,e coconut-oil prices without tax. 

Mr. GREENE. 7es, it is so noted upon the'page. ' 
Mr. WARING. Yes, it is so noted. .~ 
If the 3-cent tax were add~a, as it must be, to the purchaser of. 

the coconut oil, coconut oil ~ecomes, instead of the lowest on the 
list,one of the highest.,priced on the list, does it not ~ 

Mr. GREENE. I have not made that study, Mr. Waring, but if you 
have I will accept your statement. 

Mr. WARING. I think you will find that that is correct. I merely 
thought one might gain an incorrect inference from your statement 
here. 4 

Mr. GREENE. I must say that I do not think that my motive in 
referring to that was sufficiently explained in the brief. The thought 
that I had in calling attention to that :was to show the extraordinary 
spread in the price-levels betweeh these oils and fats and our own, 
which, of course, adds to our difliculties. 

Mr. WARING. Yes. 
Chairman MAoMURRAY. Are there any. other questions! 
Mr. ROMERO. You have just stated, Mr.Gr.eene, that the dairy in

dustry considers the present excise tax a sufficient protection. Do I 
understand that the dairy industry is not interested in further pro
tection, such as the imposition of export taxes on coconut oil from 
the Philippine Islands! 

Mr. GREENE. I do not quite understand your question, Mr. Romero. 
Mr. ROMERO. You see, the Independence Act provides for the im

position of an export tax on certaln products after the fifth year. 
In view of what you have just stated-that you consider this excise 
tax a sufficient protection-it is really unnecessary to have further 
protection in'the form of export taxes leviett in the-Philippines. 

Mr. GREENE. I could not agree with that view, Mr. Romero. I 
should say that if the export duty is to be abandoned, compensatory 
increase should be made in the exc1sc tax. . 

Mr. ROMERO. There is no export tax imposed now. 
Mr. GREENE. No. 
Mr. ROMERO. But the Independence Act provides that after the 

fifth year. .. 
Mr. GREENE. I understand that; yes, Sir; But, I say, if, when 

the Philippine nation attains complete independence and achieves the 
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status of a foreign country, from'the standpoint of the UIiited 
States, it· then comes under our iarl1f laws as they apply. 

Mr. RoJllEJlo. But, this is not in. the case of an independent Philip
pines. It is during. the fifth year-the so-called trapsition period. 
It begins with the fifth year of the so-caned transition period when 
certain' export taxes are to be leviecl in the Philippines. . . 

AIr. GREENE. The best answer I cp.n' give to that, Mr. Romero, is 
that the dairy interests are less concerned with how .ilia objective is 
acComplished than with hpw the present protection, which brings 
about an increase in the price-level, ~all be maintained. Now, we • 
are only dairy people; we are not lalVDlakers, and we are not ex
perts in tariffs and excise taxes. I am unable to tell what the effect 
of a shift might be. That must ~ for others~ to decide; I can o~y 
state to you our attitude toward the products themselves and their 
effects upon our affairs. 

Does that give you the information you want@ 
Mr. RoJllEJlo. In other words, you feel that 3-cent protection for 

excise tax is quite sufficient to prevent a depressing effect on the 
entry' 

lIr. GREENE. Yes, we are satisfied with the present situation. 
Chairman lucMUlIRA.Y. Are· theIil any other questions' 
Mr. RoBBINS. I have a question. ~ 
Chairman MAcMUlIRA.Y. You may proceed. 
Mr. RoBBINS. Mr. Greene, I suppose the competition betwoon the 

American dairy cow and tI1e coconut tree is largely when butter and 
oleomargarine moot in the market place. 

Mr. GREENE. Well, largely; yes Sir, but not entirely. 
Mr. RoBIDN8. There are other .forms' 
Mr. GBEENl!l. There are other forms; yes, Sir. 
lIr. RoBmNS. Could you tell us whether you believe it is true, as 

has been stated, that Ule quantity of margarine manufactured and 
sold in the United States probably would not be changed if no coco
nut oil were admitted to the American market, because it would be 
made from other vegetable oils produced here' 

Mr. GREENE. Yes. Thet'e would be no change in my opinion. The 
oleomargarine industry of the United States, Mr. Robbins, is rapidly 
shifting from coconut oil to domestically produced oils. The largest 
manufacturer of oleomargarine is now using a. formUla. in which 
cottonseed oil is the predominating oil. 

Mr. RoBmNs. Well then, so far as competition of margarine and 
butter is concerned, probably there would be no difference, from the 
standpoint of the ~airyman, whether that oil were admitted to this 
market or excluded' 

Mr. GREENE. From the standpoint of those two products, Mr. Rob
bins, there would be none. But the dairyman, Mr. Robbins, is a 
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farmer as well as a producer of butter. He sells animals. His ani. 
mals are also a rp.arket for the by-products of other forms of agricul
ture. The dairyman's status is'affected very materially by what hap
pens to agriculture generally, and so, while c()conut oil might be 
eliminated from the problem of butter and oleomargarine, there 
would still remain this problem of the low-priced oriental oils upon 
{he 'general agricultural situation, in which the dairyman is affected 
along with the pthers. 

Mr. ROBBINS . ..,As dairymen, you have an)nterest in maintaining the 
.• free-marketing Philippines, for the condensed or evaporated milks 

that are marketed there! 
Mr. GREENE. Yes, Sir. 
Mr. ROBBINS. I wonder if, on the whole, you have decided that 

the American dairy interests would be better off with a. continuation 
of the present trade relations between the United States and Philip
pines or with a. complete stoppage, when these conflicting interests 
that you have, as dairymen"a.re weighed. 

Mr. GREENE. My opinion would be that that would not be true, 
Mr. Robbins. While the Philippines constitute an important market 
for evaporated 'milk, evaporated milk comprises only about 4 percent 
of the total milk-production of the country. It is a. very small vol
ume. Its volume is small in comparison with the other products 
of the dairy cow. The proximity of Australia. to the Philippines 
practically elimin~tes them as a. market for our butter. Notwith
standing the preference which is accorded to the butter from the 
United States, the closer proximity of Australia gives them an ad
vantage. The majority of the butter that is used in the Philippines 
corpes from Australia, as I understand it. 

Mr. ROBBINS. That is all. 
Chairman MAoMUIUlA.Y. Are there other questions' 
(No response.) 
That will be all. 
Mr. GREENE. Thank you, Sir. 
Chairman MAoMUIUlA.Y. I am informed that Miss Goode has come 

in. Will Miss Goode come forward' 

STATEMENT OF MISS M. GOODE, ON BEHALF OF THE 
SEATTLE CHAMBER OF COMMERCE 

:Miss GOODE. I had in mind reading this report,t knowing full well 
that each of you would have a. copy of it; but I thought that, in as 
much as the time is limited, I would like to bring out just certain 

'See vol. IlL 
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parts of the report that would be of interest to you and that perhaps 
you would like to question me concerning the report. . 

Chairman MAc:MmIRAY. Yes. If you would just give any sup
plementary remarks to the brief you have filed, that will be satis-
factory. . 

:Miss GOODE. You understand, the Pacific Northwest, and the State 
of Washington in particular, has for its principal commodities, l~ 
ber, flour, canned fish, condensed milk, fresh vegetables, and fruits. 
Those are the commodities we send to the Philippine Islands. The 
Pacific Northwest is almost entirely an outbound area. We import. 
very little. However, we do have hopes that sometime we will be 
able to import raw materials to be used for industries that :are 
located there. 

In connection with the report I am going to bring out just certain 
points. In the first place it says: 

The tollowing Information we ot the United States Pacl1l.c Northwest believe 
will be useful to your honorable body in tormulating its recommendations to the 
President ot the United States as to future trade relations between this country 
and the PhWppine Islands. This covers the following: 

EJTIIIO'l' UPON DIn'I!:IIDT LINEs 01' BUSINESS m TBl!I PACD!'IC NOBTRWEBT 

(a) Should the Independence Act ot 1936 be amended to advance the 
date ot independence ot the Philippine Islands trom 1946 to 1938 or 1939; 

(b) By cancelation ot the preferential trade agreements between the 
United States and the Philippines when independence is granted; 

(e) When the United States surrenders existing trade advantages with 
the PhWppine Islands and opens this protected market to competing 
natioK 

Then I drop down to the middle of the page, where it reads: 

On the question at advancing the date tor attainment of complete independence, 
we are content to let the Filipino people decide as to the propitious time. Upon 
the question of future trade relations with that country and effects of its possi
ble disturbance on the United States PaciJl.c Northwest we are prepared to 
e:r:press our opinions. 

Then I turn over to page 4 where it reads: 

AUEBICAN INVESTMENTS AND ANTICIPATED SI!lCUIIITY 01' T.uml 

The business interests at this country have gone to· tremendous eXpense to 
develop trade with the Philippine Islands. They have made heavy investments 
in the Philippines in support at their sincere belief that possession of them by 
the United States would be lasting and stable trade relations exist permanently. 
They bave invested capital in their own industries in this country and given em
ployment to many thousands of our own people. American steamship companies 
operating out of Seattle bave spent many mIllions of dollars in purchase ot ships, 
establishbJg servic~, and maintaining offices in Manila. Much of this ~onstruc
tlve bullding bas been in anticipation of· permanent preferential trade relations 
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with the Islands, and on a basis of favor in competing with other countries for 
this business. 

SHIPPING: EFFEOTS THEREON 

The fears of Pacific Northwest producers and shipping interests in connection 
with possible loss of the whole or any part of their trade with the Philippines are 
not based on any false predictions. Already their experiences have provided a 
background for their. fears through establishment of barriers to other of their 
foreign markets. To explain: China was the Pacific Northwest's best foreign 
customer for flour. Since our trade with China has been handicapped by high 
tariffs al!d unsouUd measures of the two countries, flour business with China 

. has suffered an entire loss. Other commodities also have suffered, but flour is 
mentioned since it was upon this dead-weight cargo that trans-Pacific steamship 
lines were assured that they could depend for continuous carriage. This securitY 
was the basIs for determining their ports of call in China and regularity of this 
serdce. Disturbance of our market for flour in China has been the cause of 
withdra~al of American steamship service to North China ports. North China 
markets have been lost to the United States not only for flour but machinery, 
railway supplies, and any number of export products. Imports have been 
affected likewise, and the United States has lost this direct source of supply of 
raw materials of North China. The point we desire to make is the detrimental 
effect on United States production, manufacture, and shipping when trade bar
riers are arbitrarily effected without contemplating their injurious effects. 
Withdrawal of two American trans-Pacific steamship lines (States Steamship Co. 
and Tacoma-Oriental Line) were due to these two factors. The one remaining 
trans-Pacific line from the United States Pacific Northwest to the Far East is 
dependent upon the now only assured Pacific market (the Philippines), since 
buyers and sellers in the Islands are more inclined to patronize American ships 
than any other trans-Paci1lc country. 

FLoUR: EFFECT ON EXPORTS AND DOMESTIO INDUSTRIES 

Many flour milling companies in the United States Pacific Northwest have dis· 
continued. Decrease in operation, among other things, has resulted in increased 
prices for flour and mill feed. Much of this instability has been due to the in
ablUty of our exporteTs to sell their flour in its usual quantities in the Philippines 
and other oriental markets. 

We quote from a letter of the American Mail LIne of Seattle: 

In the matter of exports for the Philippines, the movement of flour is a 
very essential factor in the maintenance of our service, and the elimination 
of preferential trade agreements with the Philippine Islands eliminates this 
tonnage and throws the Philippine flour market completely in the hands of 
the Australians. We would also undoubtedly lose the movement of canned 
milk and probably machinery and automobiles. Sugar is a very important 
part of our tonnage during the year from the Phllippines, and the loss of 
this movement would have a serious effect on our earnings. The same thing 
Is true with the movement of coconuts and coconut oil, hemp, and other 
exports. ManUa is the last port of call on our service to the Orient, and 
with these basic commodities both outward and homeward they furnish 
8,n essential tonnage n~cessary in the maintenance of this service, and its 
loss might mean the curtailment of our service to the Philippine Islands, 
and we would probably have to shorten our service and make Shanghai or 
Hong Kong the final port of call as there would not be sufficient tonnage to 
continue the service to Manila, comparable with the expense necessary in 
the operation of vessels this long distance. 
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I am just going to hit very superficially the following, but its pur· 

pose is to show the competition that Pacific Northwest products would 
have in the Philippine market from foreign countries. 

In the case of lumber, we formerly had a very good market in the 
Philippines, but Canada is one of our potential competitors in that 
area. 

Fish and fish products: In 1928 the American share in.the Philip-' 
pine Islands of the purchase of these products was 96.01 percent, 
while Japan's share was about 0.002 percent. In 1935, America's sales 
dropped to 44.73 percent, as against Japan's increase to 49.80 percent. 
Japan is a keen competitor of the United States in the Philippine 
markets for canned, smoked, dried, and cured mackerel, salmon, 
shellfish, codfish, and shrimp. , 

Fruits: This includes fresh, canned, and preserved frui~. The 
United States is the source of most of the fresh apples, grapes, lemons, 
oranges, prunes, raisins, jams, jellies, canned fruits and vegetables 
and pickles sent to the Philippine market. China supplies a con
siderable portion of the imports of oranges, melons, and pears. 

Chairman }ucMmIRAY. Miss Goode, may I suggest that it would 
be unnecessary to go over a resume of what is in the printed paper ¥ 

Miss GOODE. All right. 
Chairman }ucMUJlRAY. The written statements will be available 

for the examination of the Committee, and you will, of course, have 
every assurance that they will not be neglected on that account. 

Miss GOODE. Yes. Then, I will start with the table, if I may. 
That is table B. The first item shown there is Douglas fir. When the 
exports of these products to the Philippine Islands in the years from 
1930 to 1935 are taken, it shows in Douglas fir, wheat flour, butter 
and butter substitutes, condensed milk, evaporated milk, and in all 
of these items, that there are considerable losses as a result of com
petition from foreign countries. 

Then, in table C, the purpose of that table is to show the produc
tion in Japan of some of the principal commodities that are produced 
in the Pacific Northwest, and the increase in some of those products, 
intimating that Japan's proximity to the Philippine market will 
eventually destroy our opportunities there. 

I think that covers as much as seems necessary. The rest seems 
a repetition, but we have this in mind: Although we are an area 
that does not import tremendously, we have the feeling on the 
Pacific coast that we are handicapped considerably in developing 
our industries because of our lack of opportunity to use imported 
raw materials; and year after year duties are placed on imports, 
and prices rise to such a degree that it is very discouraging to the 
Pacific-coast industries in their ambitions to use imported raw 
materials. 
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We on the PaCific coast also have a. feelini~hat this is a Pacifi~ 

coast problem more, perhaps, than an Atlantic-coast problem. The 
Atlantic-coast 'markets are in Europe; theii interest is in Cuba, and 
the Cuban sugar makes them more interested on the Atlantic coast 
and less on the Pacific coast. The Pacific Coast, as a whole, feels 
that this is entirely a Pacific-coast problem. I would not say "en
tirely", but, at least, we have a greater interest in the matter than 
the Atlantic Coast. 

I think that..isall, Mr. Chairman. 
Chairman MAcMURRAY. Are there any questions! 
.Mr. W ARlNG. I note, .Miss Goode, that in the brief that has been. 

submitted, the Chamber petitions that the Committee should recom- -
mend "Accomplishment of preferential trade agreement between the 
United States and the Philippine Islands if and when independence 
is granted". 

Do you mean by that statement that preferences should be granted. 
tQ the Philippines in this agreement and by the Philippines to the 
United States over and above any arrangements which are made 
with foreign countries generally! 

.Miss GOODE. Yes,Mr. Waring . 

.Mr. W ABING. The Chamber, then, is advocating, in general, that 
the United States, in this instance, should depart from its most
favored-nation and non-preferential foreign policy! 

Miss GOODE. Yes. That is right, Mr. Waring. 
Chairman MAcMUBRAY. Are there any other questions¥ 
Mr. DOMERATZKY . .Miss Goode, when you were drawing a distinc

tion between the interests of the Pacific Coast and the Atlantic 
Coast in the Philippine trade, have you not neglected to indicate the 
fact quite a number of the manufactured exports to the Philippines 
originate in the .Middle West, perhaps Y 

:Miss GoODE. Yes. 
Mr. DOMERATZKY. Like iron and steel products, motor products, 

and so on! 
:Miss GOODE. Yes . 
.Mr. DOMERATZKY. So, really, there is a. certain interest in other 

parts of the country as well as on the Pacific coast ¥ 
:Miss GOODE. Well, I am quite sure they are interested, but I have 

this feeling: That the Pacific Coast is really more interested, in com
parison with the Atlantic Coast. They have always fought the 
battles with the Philippines up to this time. Now, we have the 
support of the Atlantic Coast, but previous to that we have not had 
much support on the Pacific Coast on behalf of the Philippine 
Islands. 

Chairman MAoMUBRAY. Are there any other questions' 
(No response.) 
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,We have made sufficient progress so that there is a. question of 
whether it· might not be better to a.djourn for today; we prQhably 
will be able to finish the hearings tomorrow morning. With that 
possibility in mind, is there anybody among those desirous to be 
heard who would have only this _afternoon available and would not 
be available tomorrow' 

Dr. MONCADO. I am prepared to go on. 
Chairman MAcMtmRAY. We might then, go on this afternoon just 

to make sure that we can finish tomorrow morning. We might go 
on with one further witness among those who are available. 

The next on the list is Mr. Pete Catiel, representing the Manila 
Wholesale Producers. Is Mr. Catiel here' 

(No response.) 
If Mr. Catiel is not here, is Mr. J. F. Marias, importer . and ex

porter of San Francisco, present ¥ 
(No response.) 
Dr. Moncado, you may proceed. 

STATEMENT OF THE HONORABLE HILARIO CAMINO 
MONCADO, PRESIDENT OF THE FILIPINO FEDERA
TION OF AMERICA 

Dr. MONCADO. I will just read my brief.l 
Chairman MACMURRA.Y. Is this your brief, Dr. Moncado! 
Dr. MONcADO. Yes. 
Chairman MAcMUlUlAY. If you will just give' us the commentary 

upon it, rather than read the brief, that will be satisfactory, because 
the brief will be filed. 

Dr. MONcADO. My main reason for appearing here is that I am 
for the 1946 Independence Act. 

Mr. Rous. You are whaU 
Dr. MONCADO. I am for the 1946 Independence Act. When I heard 

from President Quezon that he wanted to change the date of inde
pendence to 1938 or 1939, I appeared here today for that reason; 
because it seems to me that it will upset the whole equation again of 
the Tydings-McDuffie act, which took many years of preparation 
for both parties at that time. I cannot see any reason why the date 
should be changed in advance, knowing that we have 130 many prob
lems to solve. 

Assuming that independence will be granted next year, what would 
become of the economic solution in the Philippines! 

I just arrived from the Philippines recently, and the Filipino peo
ple were somewhat upset by the announcement advancing the pro
posed independence from 1946 to 1938 or 1939. 

• See voL In. 
82709-3S-vol. ~18 
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I am gla.d'this Co~ttee is going to.the Ppilippines, for it will 

be possible for $e Conimittee to adjust'matters, We have arranged 
a national defense program). This national/defense program will 
take years of preparation. We cannot prepare for it next year, if 
independence should be grantedne.xt year or in 1939. So, I think 
that is the only summary I can give you today, because I know the 
Committee is too tired, having heard so much testimony here today. 
All my testimony here ""mId refer to my brief. Unless there are 
some questions you.wpuld like to have me answer, and which ques
tions I will be glad to answer, I shall conclude my statement now. 

Mr. ROXAS. Your opposition to the advance of the date of inde
pendence by President Quezon is based upon the belief that inde
pendence would necessarily bring about cessation of preferential 
trade relations with the United States¥ 

Dr. MONCADO. That is correct. 
Mr. ROXAS. Suppose it were possible to continue this preferential 

trade relation for a definite period of time after independence, would 
you still oppose the shortening of the transition period ~ 

Dr. MONCADO. That would not guarantee me, Mr. Roxas, because 
I know of the hard fight in Washington; so I do not think so. 

Mr. ROXAS. What do you not think~ 
Dr. MONOADO. I do not think it is possible. 
Mr. ROXAS. To have preferential trade relations after independ

ence¥ 
Dr. MONCADO. After 1938 or 1939 independence, but I do believe 

that if independence is granted in 1946, that is the time that I 
believe we will have free-trade relations between the United States 
and the Philippines. 

Mr. ROXAS. You.mean after 1946¥ 
Dr. MONCADO. After 1946; but I do not think in 1938 or 1939. 
Mr. ROXAS. In other words, if it were possible to gain preferential 

trade agreement with the United' States to become effective after 
independence in 1939, for example, you would not oppose the short
ening of the transition period ¥ Do I understand you correctly ~ 

Dr. MONCADO. I understand you, but you cannot assure me of that. 
Congress will not grant that, I know. This Committee will report 
to Congress, and Congress will have the final say. 

Mr. ROXAS. Let us suppose-
Dr. MONCADO (interrupting). I don't want to suppose. I want to 

stick to the facts. 
Mr. ROXAS. Let us suppose that you are mistaken in that assump

tion that Congress will not grant that. Let us suppose, for a few 
minutes, that Congress may be willing to grant preferential trade 
relations with the Filipinos for, say, 10 years after independence in 
1939. In other words, if independence is granted to the Philippines 
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in 1939 and we have a trade agreement or q. treaty with the United 
States for 10 years after 1939 providing for preferential trade rela
tions with the United States, would YOli still oppose the transition 
period' J 

Dr. MONCAOO. I would still oppose it, because I know that I am not 
sure of that period. 

Mr. RoXAS. I will not press you further. Thank you. 
Chairman lfAcMURRAY. Any more questions! 
Mr. RoBBINS. Do I understand that you believe that there is likely 

to be a relationship or a correlation, between early independence and 
early elimination of trade preferences, so that you fear, if independ
ence came at a prompt date, trade preferences might be cut off 
sooner than they would otherwise! 

Dr. l\!ONCAOO. That is correct, because the United States is too 
big. The Northwest has different problems, the Pacific Coast has 
different probleIns, the East has different probleIns, the Hawaiian 
Islands have different problems j and I cannot see any reason why if 
next year will be the probable date of the early grant of independ
ence to the Filipinos, that everything will then be given to the Fili
pinos. I would like to stick to the bill, because I know the Filipinos 
can get it. 

Mr. RoBBINS. You do not want to take a chance, so to speak, on 
Congress letting you have the cake and still permitting you to 
eat it' 

Dr. l\!ONCAOO. I will not take a chance, because I know 
Congress. I have appeared so many times in Congress, and I know 
how hard the work is in Congress. It is very llard. 

Colonel McDONALD. Do you not take just as much chance now! 
Dr. MONCAOO. I will not take it. I will stick to 1946. I know 

I am sure. It is not too long-1946. It is not too long, especially 
nowadays. Time goes too fast. 

Chairman MAcMURRAY. Are there any other questions ~ 
Mr. BENITEZ. Just one question: Would you encourage the re

turn of the Filipinos to the Philippine Islands' 
Dr. l\!ONCAOO. Yes. I do encourage their return, provided 

there is preparation in the Philippines j because so many. Filipinos 
go back there without preparation, and they write a letter to their 
friends here telling them not to return to the Philippine Islands. 
It is very discouraging. 

Mr. BENITEZ. Do you have any definite recommendations as to 
what our Philippine Government should do to encourage those Fili
pinos here to go back' 

Dr. MONcAOO. Yes. They should encourage the Filipinos by 
propagandizing here in this country. It is up to the Philippine 
Government to see to it that there is a littJe advance of money for 
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those people who are going there, so that thiy will not be put in 
such an unfOJ.:tunate position when they arrive, because then they 
write a letter here to people in America and say, "Don't go back to 
the Philippines." .That hurts ou!" cause at the same time. 

Mr. BENITEz. That is all. 
Chairman MAcMURRAY. Are there any other questions W 
(No response.) 
If not, the meeting stands adjourned until tomorrow morning at 

10 o'clock. 
(Thereupon, at 4: 25 o'clock p.m.,' an adjournment was taken until 

Thursday, July 22, 1937, at 10 o'clock a.m.) 



PROCEEDINGS OF JULY 22:· 1937 

MERCHANTS EXCHANGE BUILDING, 

SAN FRANCISCO, CALIFORNIA, 
Thur8day, July ee, 1937. 

The hearing before the Joint Preparatory Committee on Philip
·pine Affairs was resumed at 10 a. m. 

Pre8ent: 
The Honorable J. V. A. MAcMURRAY, Ohairmanj 
Mr. JOSEPH E. JACOBS, Vice Ohairmanj 
Mr. CoNlW>O BENITEZ; 
Mr. LoUIS DOMERATZKY; 
Colonel DONALD C. McDoNALD; 
Mr. CARL B. RoBBINS; 
The Honorable JosE E. RoMERO; 
The Honorable MANUEL ROXAS; 
Mr. BEN D. DoRFllUN; and 
Mr. FRANK A. WARING. 

Chairman MAcMURRAY. The meeting will come to order. 
We will resume the hearing that was discontinued yesterday after

noon. The first witness on this morning's list is Mr. H. J. Ander
son, representing the California Sardine Products Institute, San 
Francisco, California. 

STATEMENT OF MR. H. J. ANDERSON, ON BEHALF OF 
THE CALIFORNIA SARDINE PRODUCTS INSTITUTE 

Mr. ANDERSON. Mr. Chairman and Members of the Committee: 
My name is Herbert J. Anderson and I am manager of the Cali
fornia Sardine Products Institute, an organization representing the. 
canners and processors of California sardines. 

Sardines have been canned as a food fish in California for upward 
of 40 years, and during the years that the industry has been in 
existence there has been built up an investment in plants and equip
ment of more than 15 million dollars, furnishing employment to 
upward of ",500 persons. For many years our members enjoyed a 
very large export business. In fact at one time our export business 
~. as high as 80 percent of our entire output. During recent 
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years this export business has been almost entirely lost to the in
dustry, leaving it practically dependent upon domestic business and 
shipments to our insular possessions. 

Our trade with the Philippine I81ands furnished a splendid outlet 
for our products, and upward of 300,000 cases of 48 1-pound cans 
to the case, or their equivalent in other-sized cans, were shipped to 
that market in a single year. A fish similar to our California sar
dine is caught off the coast of Japan; and in recent years Japanese 
interests have-been packing a similar, though inferior, product. I 
have with me here a :J,2-pound can of Japanese-packed sardines. 
This product is offered by the Japanese in cases of 96 cans to the 
case, packed in tomato sauce, at 7 :yen f.o.b. Japanese ports. Figur
ing the exchange at 29 cents makes the price $2.03 a case, while the 
cost to us for the empty cans alone would be $2.20. We pay our 
labor, according to the American standard of living, the highest 
of any wages paid for similar labot' in the world; and similar con
ditions prevail in the plants of the can companies and other concerns 
that supply us with materials. 

From August 1936 to and including May 1937, out of a total of 
261,900 cases of sardines which werb landed in ports of the Philip
pine Islands, 184,900 cases, or 83 percent, came from Japan, while 
77,000 cases, or 17 percent, came from the United States. Until the 
advent of the Japanese-packed sardine, the California sardine plants 
enjoyed 100 percent of the Philippine business, and now we are fight
ing to hold on to the 17 percent that cheap Japanese competition has 
not as yet succeeded in taking from us. (Sio.) 

It is impossible for us to reduce our cost, and I don't think anyone 
would ask us to meet Japanese competition on a price basis. We, 
therefore, earnestly beseech your Committee, when giving considera
tion to these matters, to bear in mind that this industry has suffered 
a tremendous loss in its business with the Philippine Islands. 

I trust that the facts pointed out have convinced you that it is 
vitally necessary that prompt and adequate measures be made effec
tive to protect our Philippine market. 

I thank you very kindly for the opportunity of presenting these 
facts to your honorable Committee and trust that you will give every 
consideration to the urgency of the present situation. 

Chairman MACMURRAY. Are there any questions to be asked of 
'Mr. Anderson' 

Mr. DOMERATZKY. I should like to ask a question. 
Mr. Anderson, is it your idea t.o ask for an increase in duty for 

foreign sardines' 
Mr. ANDERSON. We are asking that our American industry be pro

tected so far as it is possible for you to do so. If such would be 
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feasible, yes; if not, at least maintain as high a tariff on import of 
foreign sardines as commensurate with good judgment. 

Mr. DOHERATZKT. What is the duty on foreign sardines ¥ 
Mr. ANDERSON. I do not have those figures with me now. 
Mr. RoXAS. Mr. Anderson, suppoSe you lose the preferential trade 

fitatuS of the American products entering the Philippines, can you 
hope to retain any portion of your market in the Philippines for 
sardines' 

Mr. ANDERSON. I am afraid that we would lose practically all of 
it. We have lost all but 17 percent of it nowon a price basis; and 
even though we contend our article is a superior article, there is, as 
you know, a very large Japanese population there and they natu
rally would accept the product from Japan. 

Mr. ROKAS. There is not a very large Japanese popUlation in the 
Islands, but the Japanese product sells at a much lower price. 

Mr. ANDERSON. Yes. 
Mr. RoKAS. When you make the plea that the Committee do 

everything in its power to grant adequate protection to your prod
uct, do you mean to imply that it is your desire that preferential 
trade relations between the Islands and the United States be con
tinued! 

Mr. ANDERSON. Yes. 
Mr. RoKAS. In order to bring that about ¥ 
Mr. ANDERSON. Yes. 
Mr. Rous. That is all. 
Mr. W ARlNG. Mr. Anderson, in connection with Mr. Roxas' ques

tion, do you visualize continuing the preferential treatment indefi
nitely, even after the Philippines are politically independent! 

Mr. ANDERSON. Well, that is a matter that we have not gone into, 
Mr. Waring. You can see the condition of pur business at the pres
ent time: We have lost all but 17 percent of it, and we are trying 
to hang on to that thread as well as we can; and we ask that you 
treat us as well as you can in the matter of Japanese competition. 
They have built plants in Japan and are now imitating our product 
as closely as they can. They are taking our export business, not only 
there but everywhere throughout the ports of the world. 

We are having a tough time in holding on to any of it. So, give 
us whatever preferential treatment that you can. 

Chairman MAcMUlIRAT. Are there any other questions! 
Mr. BENITEZ. Have you considered the possibility of canning in 

the Philippines' 
Mr. ANDERSON. No, we have not. 
Chairman MAcMUlIRAT. Are there any other questions ¥ 
(No response.) 
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Thank you, Mr. Anderson. 
Mr. ANDERS,ON. Thank you, Sir. 
Chairman MAcMURRAY. The next witness is Mr. Pete Catiel of the 

Manila Wholesale Producers of San Francisco. 
Is Mr. Catiel here! 
(No response.) 
In the absence of Mr. Catiel, our next witness is Mr. J. F. Marias, 

importer and exporter, of San Francisco. 
Do I understand correctly, Mr. Marias, that you wish first to speak 

in your own behalf and then in behalf of the Foreign Trade Asso
ciation of the San Francisco Chamber of Commerce? 

Mr. MARIAS. Whichever way you would want it, Mr. Chairman. 
I presented a brief 1 on my own behalf and propounded an idea which 
I have had and which I have discussed many times, having been a 
resident of the Philippine Islands for five years, first as the head of 
the United States Shipping Board for the entire Orient, and later, 
for two years, as the head of the Bank of the Philippine Islands. 

I know that you wish to rush along, and, if you will permit me in 
that order, I would like to just briefly state what I have propounded 
in Hi brief, which I did not make in sufficient numbers for each of 
you to have. 

Chairman MAcMmm..Ay. I might suggest that you first speak in 
your own behalf and answer any questions, and then, as though you 
were a new witness, take up the other. 

STATEMENT OF MR. J. F. MARIAS, ON HIS OWN BEHALF 

Mr. MARIAS. 'J;'hank you, Sir. I would be very glad to do that. 
I have propounded for some time that we should have, in the 

Philippine Islands, irrespective of what the final determination may 
be, a commercial district or port, whereby we may have continued 
our post-office address in the Orient. I am not speaking of a military 
base or a naval base; but I do think we should maintain a commercial 
base. 

When I say "commercial base", I do not mean particularly a dis
tributing base for our products, because that is pretty well handled 
in direct shipments; but I do believe that we should have the oppor
tunity, whether we use it or not, to have our main industries repre
sented in territory in the Orient. Our only chance now is through 
the benevolence of the Philippine Islands. 

We believe that our Filipino friends appreciate all that we have 
tried to do, and I do know that they do not want to exclude us from 

• See vol. III. 
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the Orient entirely. I know too well the Filipino mind and know 
that they would readily grant this. If you will permit me, I will 
refer to it again as the "post-office address", of the United States 
commerce. 

The British have Hong Kong and Singapore, and they have wonder
ful advantages; and we believe--or, at least, I believe--that we 
should have the same thing. Briefly that is it. 

I spoke of this to some of my illustrious Filipino friends many 
years ago and since, and I ask in my brief that we be given a fee
simple territory; and I was very much interested in the reply. 

The reply was, "Well, why do you want fee-simple territory'- If 
you have fee-simple territory, you will own it, you will have to pro
tect it. Now, if we give it to you under a perpetual lease, or some
thing amounting to the same, then we will be, at least, the protector 
of that property." 

That, to me, would do two things: It seemed to show us that they 
were interested in that idea and that they would, by the same token, 
hope to be able to defend any of our rights in the Orient. 

In discussing that particular point, Mr. Chairman and Gentle
men, I wrote sometime ago, when I was in the Philippines in 1920 
or 1921. an article for one of their magazines, which was in the 
hopes of taking Manila and using it as a distributing port for 
American goods in the Orient. But everything mitigated against 
that possibility at the time and even up to now, and I hope that you 
will permit me just a few minutes to explain that. 
If we in the United States take a shipment and send it to Manila 

today, we must send it down to the docks 24 hours at least before 
any of the other cargo, because it has to go into the bottom of the 
ship first. It is therefore penalized by time, by going through two 
Japanese ports, two Chinese ports, and eventually landing in the 
Philippine Islands. Our interest rates are tremendous when you 
consider the great amount of business that we do. 

By the same token, on the return again, our cargo is put in first 
and again penalized by time until it arrives in the United States. 

As I told you, I was the head of the Shipping Board at one time, 
Rnd I finally prevailed upon Washington to permit us to try direct 
service to the Philippine Islands. We tried it, but, unfortunately-it 
was not successful because our foreign competition was too great. 
Then, little by little, we almost went off of the seas, our ships being 
slower by comparison because the other nations put on other ships, 
and some of our ships had to be relega~d to the scrap heaps, until 
finally we were almost out of the picture. 

Then, as a couple of myoid Filipino friends here will remember, 
• we had great discussions on the extension of the coastwise laws. 
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The extension of the coastwise laws was included in the Merchant 
Marine Act C?f 1920, I believe, aQd it was subject to the proclamation 
of the President. In other words, the Merchant Marine Act went 
into effeet, but this particular feature was subject to his proc
lamation. 

We had hearings in the United States and in the Philippine Is
lands, and I was the one designated to investigate and report to 
President Harding, which I did, personally, on the subject. In. 
that ease, we tried to show, not discrimination against the competi
tion of foreigners that may develop with the Philippines and which 
has since continued, but we wanted to develop our trade directly with 
the Philippine Islands (sic). By that means we could have loaded 
full cargoes and sent them direct from both of our American coasts 
to the Philippine Islands, where they could have been distributed. 

Now then, that has not come about. The Filipinos rightfully 
objected to some of the provisions of that law, but I do not think 
this is the place to go into that. However, the President did not 
make the proclamation. 

Since then we have almost vanished from the seas, and also since 
then we have developed the Pan American Airways. Speaking now 
only from the mail standpoint, we have actually put ourselves, by 
our Pan American Airways, one to five days closer to the Philip
pine Islands than we are to any other port or any other country of 
the Orient, which makes me believe that continued progress in that 
line and similar lines will make it very necessary that we continue 
with our post-office address in the Philippine Islands. 

I hope I have made that clear, and as rapidly as possible, so as 
not to detain you. If you want me to answer questions on that, Mr. 
Chairman, I w.ould like to submit to it. 

Mr. RoxAs. By maintaining that post-office address in the Orient, 
Mr. Marias, you meant to maintain a free port' 

Mr. MAmAs. Not necessarily a free port. 
Mr. RoXAs. Or a reshipping port' 
Mr. MARIAS. A reshipping port, if necessary, which would amount 

to about the same thing as a free port. I have investigated free 
ports around the world, and I am very much in favor of them, right
fully conducted; and I would also like to have, as closely as we can 
approach it, the advantages of the British in Singapore and Hong 
Kon,2:. 

Mr. RoxAs. Would your purpose not be accomplished by simplify
ing our laws regarding bonded cargo for reshipment¥ 

Mr. MARIAS. So far as the cargo is concerned, yes; but I would 
like to be able to know that the Philippine Islands address was 
still our American address in the Orient. 
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llr. Rous. Do you mean to include in your suggestion the neces
sity of the United States exercising any degree of sovereignty or 
powers of government over that territory@ 

Mr. llARIAs. No. That is the reason for the reply, I b.elieve, that 
instead of taking the property in fee simple, it should be taken under 
a perpetual lease, or what would amount to the same thing. There
fore, there would be no sovereignty involved, except as it relates to 
the Filipinos. 

Mr. Rous. But you would take the lease in the name .of the 
United States Government' 

Mr. MARIAS. I presume so. I have not really worked out that 
detail. 

Mr. RoKAS. And I suppose that that territory so leased to the 
United States Government would be subject to the police jurisdic
tion of the United States Government, at least ~ 

Mr.MAlUAs. It must be, yes, the same as Hong Kong or Singapore. 
Mr. Rous. Would you permit people to reside and acquire resi

dence in that territory! 
Mr. MARIAS. I think under a. limit of some kind, Mr. Roxas; yes. 
Mr. Rous. And any violations of municipalla.w committed within 

that territory would be adjudicated by officers of the United States 
or the Philippines' I am just asking these questions for informa
tion. 

Mr. AlARIAs. I am just expressing my own personal opinion now, 
of course. I would say, yes; but with a very definite understanding 
that none of those laws would infringe upon the laws of the Philip
pine Islands, naturally. You are speaking of municipal laws, I 
presume' 

Mr. ROKAS. Yes. 
Mr. MARIAS. Municipal laws, I think, should be administered in 

the same way as those in Hong Kong are administered. 
Mr. ROKAS. Hong Kong is administered by.the British Govern

ment entirely. 
Mr. MARIAS. Yes. 
Mr. ROKAS. As you know, the British Government has a governor 

in Hong Kong and a legislative council exercising legislative juris
diction over the whole colony. 

Mr. MARIAS. Yes. 
Mr. RoKAS. As I understand, your plan is to obtain a lease, but 

you do not intimate that it would be necessary for the United States 
Government to establish a government over that territory. 

Mr.lIlARIAs. Well, I know what you mean by the government over 
in Hong Kong, and they exercise 100 percent authority over their 
subjects and the people within the territory. That is true, but that is 
British territory, is it not, Mr. Roxas ~ 
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Mr. RmtAs. Yes, but it is on a lease. 
Mr. MAmAs. Hong Kong¥ 
Mr. ROXAS. -Yes. They have a 99-year lease, which is renewable. 
Mr. DORFMAN. Hong Kong is ceded territory. 
Mr. MAmAs. Yes, I think Mr. Dorfman is right. Hong Kong is 

ceded to the British, if the truth were known. 
Mr. ROXAS. Do you imply a similar form of lease ¥ 
)\:!r. MAmAS. Similar so far as lease is concerned, yes. 
Mr. ROXAS. And government also¥ 
Mr. 'MAmAs~ -Not so far as government is concerned; no. 
Mr. ROXAS. Because the police service of Kowloon is directly under 

the British. 
Mr. MARIAS. Under the British, yes. No, I would not think that --

would be feasible, Mr. Roxas. -
Mr. ROXAS. Would you not be able to attain your purpose if, for 

example, in the port area in Manila there was designated by the 
Philippine Government a certain section of ilie reclaimed area there ¥ 

Mr. MARIAS. Yes, I would. 
Mr. ROXAS. For warehouses for American cargo that may be 

brought to the Philippines for reshipment ¥ 
Mr. MARIAS. And office buildings for our offices, and commercial 

agencies, and so on. -
Mr. ROXAS. Yes. 
Mr. MARIAS. Yes, very much so. But I do not think they would 

give us that territory because I know too much about it and because 
I think it is too valuable. 

Mr. ROXAS. I am just asking questions. I do not know whether 
the Government is going to do it or not. 

Mr. MARIAS. Yes, I know.-
Mr. ROXAS. I' am just asking if your purpose would not be at

tained -by determining a certain section around the bay where you 
could build your warehouses and where all the cargo that you intend 
for reshipment would be taken under bond and would not have to go 
through the custOIns house ¥ 

Mr. MAmAs. Practically that, yes. _ 
Mr. ROXAS. So that you might enjoy complete freedom to reship 

this cargo if you want to send it to China or bring it into the Phil
ippines through the customs house' 

Mr. MAmAS. That is right. That would be splendid. 
Mr. RoXAS. But to do that, would it be necessary to obtain a lease 

on that territory in the name of the United States Government ¥ 
Mr. MARIAs. I am not technically familiar with what may be nec- -

essary in that regard, Mr. Roxas. ldo not know the answer. My 
opinion is that a lease of a piece of property would be less trouble. 
I mean, there would be less red tape attached to it, and so on. While· 
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you speak of warehouses, I do not believe that there would be so 
much transhipping of cargo, although I anticipate some. But I 
would like to see an office, or many office buildings, so that we could 
feel that We were maintaining our address in the Orient. Now, 
you understand that my contention has nothing to do with whether 
or not you have your independence. 

Mr. RoXAS. Yes, I know. I know that perfectly. 
Mr. MARIAS. You understand that question perfectly. Aside from 

that, I do believe, and I feel that you, Mr. Roxas, also believe, that 
we should maintain our connection in the Orient. If I may just 
elaborate on that, I shall do so now. 

lIr. RoXA8. I was just trying to get what you meant by "post-office 
address". 

Mr. MAmAs. Yes. 
Mr. RoXAS. Thank you. 
Mr. MAmAs. Just one little point on that: We made the Philippine 

Islands our ninth-best customer from practically nothing. The popu
lation is about one tenth of our population today, but we have made 
the Filipinos a per-capita customer way up in our list, as you well 
know. 

Our potential market in China is just as good, and if we can go 
ahead and maintain as close a personal contact with that vast ter
ritory, I feel that we should do it. That is my contention. 

Mr. RoXAS. Thank you. 
Mr. DOHERATZKY. lIr. Marias, you have just been referring to the 

fact that China, potentially, can be made just as good a customer as 
the Philippines. 

Mr. MAm.As. Yes, Sir. 
Mr. DOJIrIERATZKY. Well, would you not take into consideration the 

fact that our success in raising the purchasing-capacity of the Phil
ippines was due to preferential treatment' 

Mr. MAmAs. In a great measure, but not entirely, Sir. The Fili
pinos, if I may say so, are a very fine class of people who want to 
benefit from and improve their position much more than the Chinese: 
I am speaking by and large. We have done wonders in China. Our 
business in China has been very wonderful and the potential possi
bilities are very great. 
If I may elaborate again on a point there, by the possibility of 

getting into China more rapidly through Manila than through the 
. other way, we can now actually go to Manila and in another day be 
in China much faster than we can the other way; our salesmen can 

.' get out there. 
Remember, China is a wonderfully competitive' proposition with 

the other nations of the world. 
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Mr. WARING. Mr. Marias, if the Philippine Government should 
establish what amounts to practically a free port or a free-port area 
where goods could come and go with absolute freedom and without 
confusion surrounding their entering and leaving customs, what ad
ditional purpose would be served commercially by setting aside, either 
in fee simple or in lease, a territory over which the American flag . 
would fly¥ 

Mr. MAmAs. Well, Mr. Waring, I hoped that I had made that clear. 
I think that we should be able to know that we had our commercial· 
repreSentatives-right on the ground in the Orient. 

Mr. WARING. It would be possible for them to be on the ground 
in the Orient even if the American flag was not flying over them, 
would it not ¥ 

Mr. MARIAS. Yes, but. I do not think with the same advantages that 
the British have in Singapore and Hong Kong. Under a lease, all. 
of those things could be determined. 

My point is this: Even though we would never use it, I think now 
is the time to ask for it and get it, rather than be sorry we did not 
get it when the Filipinos would have been perfectly willing to have 
given it to us. 

Mr. WARING. Do you think, Mr. Marias, that there is much oppor
tunity for the transhipment of goods to the Orient through Manila 
in view of the trade routes of the steamers at the present time ¥ 

Mr. MAmAs. Yes. I will tell you why: We are gradually going 
into much bigger ships. Our anticipated program in the Merchant 
Marine under the new Merchant Marine Act signifies that we intend 
to go in for much bigger ships. Some of them, particularly in the 
Atlantic, have already been built. In that event, we must extend 
our services. We must not depend on the foreigners, and we have 
already had the experience wherein we had 13 ships in what we call 
the "feeder" service in the Orient, and we were rushed off the face 
of the map because we had to depend on Hong Kong for a tranship
ment at that time. 
, We had services east to Java and to India, but we did not have 
services to Manila-not because the Filipinos did not want us there but 
because our goods got to Hong Kong three days quicker j and then, 
with competition there, we were washed right off. 

Mr. WARING. To tranship to Java and Singapore when in Manila 
would take the cargo considerably out of its way of delivery, would 
it not W 

Mr. MARIAS. Not if the ship goes from New York through the 
Panama Canal and cuts right off to Manila immediately. 

Mr. WARING. Oh, direct to Manila ¥ 
Mr. MARIAS. Yes, I am speaking of going direct. It would be of 

great service to the Philippines if we could go ahead with that. 
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Mr. W AroNG. You believe that a route direct to Manila, ignoring 
the principal ports of the Orient, which our steamers now make, 
would be commercially profitable' 

Mr. MABUs. Absolutely. ,Positively. W& have proved that, and 
we have other proof of it with the foreign services that are on today. 

Colonel McDoNALD. Mr. Marias, what advantage would be gained 
by having the so-called "post office" in Manila. rather than in one of 
the Chinese ports' 

Mr. ALuUA.s. We could not have it in Hong Kong. We co~d have 
it in the international port of Shanghai, yes; and we do, to a. certain 
extent. But our fan branches out from the Philippines, rather than 
from away up in the north in Shanghai. In my notion and in my 
opinion, with our wonderful progress in speed in getting over there 
with our airplanes and our ships, that is.really a much more im
portant place than it has ever been before. It is on the belly of the 
earth, I know, and it takes longer to get through, bufspeed is going 
to compensate for that. We really expect that Manila will be much 
more suitable than Shanghai. 

Colonel McDONALD. Even though you are looking to a develop
ment from the Chinese market' 

Mr. MARIAS. That is right, Sir. I believe the development of the 
Chinese market is going to be from the south rather than the north. 

Mr. BENITEZ. Is your idea included in your memorandum! 
Mr. MARIAS. Yes, it is. 
Mr. ROBBINS. I wonder, Mr. Marias, whether your purpose is not 

to have a free port over which the United States would exercise 
sovereign rights but a free port which would be exclusively for 
American goods. 

Mr. lURIAs. That is right. 
Mr. RoBBINS. So that if the Government of the Philippines were to 

designate a free-port island, or other areas, exclusively for American 
goods, you would not object! 

Mr. MAmAS. No. I am glad you brought that out, because I do 
mean for the exclusive use of the Americans. 

Chairman MAcMURRAY. Are there any other questions! 
Mr. BENITEZ. Just one more question: I did not get a very clear 

picture of your original idea. Concretely, since you know Manila 
very well, what is exactly the territory that you would want assigned' 

Mr. lliRJAs. We spoke about Mariveles. 
Mr. BBNlTEz. Oh, I see; Marivelesl' . 
Mr. lliRJAs. Yes. 
Chairman MAoMURBAY. Are there any other questions ~ 
(No response.) . 
Mr. MARIAS. May I proceed in my dual capacity! 
Chairman MAcMURRAY. You may proceed in your dual capacity. 
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STATEMENT OF MR. J. F. MARIAS, ON BEHALF OF THE 
FOREIGN TRADE ASSOCIATION OF THE SAN FRAN
CISCO CHAMBER OF COMMERCE 

-
Mr. MARIAS. Now, I appear, Gentlemen, as the pinch-hitter for 

Richard S. Turner, of the Foreign Trade Association, of the San 
Francisco Cha~ber of Commerce. I do happen to be a member of 
the executive board. 

Mr. yhairmanand Members of the Joint Preparatory Committee: 
In appearing 'before your Committee, I am authorizE'Ji to repre
sent the Foreign Trade Associatioll of the San Francisco Chamber 
of Commerce, which organization has already filed with your Com
mittee a written brief 1 in behalf of the San Francisco area. 

In ad4ition to the brief submitted by our association, the various 
individual and group industries have filed with you their briefs per~ 
taining to tlieir particular activityl and the views I offer you at 
this time are not in any way supplementary to those individual 
brief~' but are a review of the situation in its broader and fuller 
sense. 

Nothing has been mentioned in the brief submitted by the Foreign 
Trade Asspciation with respect to the questions involved in the 
political independence of the Philippine Islands, either at the pres
ent prescribed date or at an earlier date; and I should like to briefly 

- submit our views on this phase at the present time. 
It is our sincere belief that in President Manuel Quezon of the 

Philippine Islands the country has a capable and efficient leader and 
that, so far as political independence is concerned, his request for 
such should be given full and mature consideration, and further, 
that the problem as to when political independence should be granted 
is a. matter that 'can be safely left in his hands and in the hands of 
our own administration. 

From the standpoint of economic independence, however, we have 
definitely stated our 'Viewpoint in (lur own brief, which we are happy 
to say 'coincides almost without exception and in general principle 
with the brief submitted by other interested associations and 01" 

ganizations in the Uruted States. 
It is our belief, after all of the r.nalyses have been made of the 

.effects of earlier economic independence, and relegating to the back· 
ground any arguments which for selfish or other motives may not 
ring true to the basfc problem at hand, that the sole factor involved 
is the disruption of an economic situation between two closely re. 

~. lated coUntries. 

l See vol. III. 
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During the past 40 years, and particularly since 1909, there has 
been built up an economic relatioru;hip between the United States 
and the Philippine Islands which has established a valuable flow of 
trade from the United States to th", Philippine Islands and, of more 
importance, a relationship that has been the means of the absorp
tion by the United States of exports of raw materials from the Phil
ippine Islands in the volume of approximately 85 percent. This has 
been definitely brought about by trade preferences, and during the 
period involved has, we must admit, created a dependency _~n that 
flow of trade from the Philippine Islands to the United States. This 
very strong relationship, however, has been the means under which 
the Filipino people have raised their standard of living far beYQnd 
that which would have been possible had not this condition existed. 
Education, industry, commerce, and modes of living have all rapidly 
advanced despite set-backs concurrent with the worlg depression: 
and yet it is our belief that with respect to these matters the Philip
pine Islands is not yet ready to be cast adrift from the relationship 
which has brought it from an undeveloped country to one which can 
well be proud of its position and the standard of living J)f its citi
zens as compared with many other countries of the Orient. 

Any thought of curtailing economically the present' transition 
period is, to those entirely conversant with the history and develop
ment of the relationship which now exists, unthinkable; and, as we 
have stated in our brief, we submit that the present preferential . 
trade relationship must be continued, in all fairness to the people 
of the Philippine Islands, at least throughout the prescribed period 
under the Tydings-McDuffie act, to the end that they may have suf
ficient time in which to work out !\ llew national economy. It is im
possible for anyone at this time to estimate how long will be neces
sary to accomplish this economic transition. 

The vital changes that are going on and may be anticipated in the 
Orient give us reason to advocate to this Joint Preparatory Commit
tee that very thorough consideration be given to the necessity of con
tinuing the present transition period even beyond that already stip
ulated in the Tydings-McDuffie act, so that, before complete 
economio independence is gained, the people of the Philippine 
Islands }Vill have preferential treatment of their products enter,ing 
the United States and the valuable market for American goods iII' 
the Philippine Islands will contimld without serious interruption. 

'J'hank you; Gentlemen. 
Chairman MAcMUBRAY. Are there any questions on this st,atement' 
Colonel McDONALD: On the last page of the brief submitted by 

you, Mr. Marias, you mention, "We can see no valid reason why it 
is not possible to make a mutually advantageous trade agreement 

82709-88-YoL 2-19 
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between the two countries which will continue indefinitely after the 
recognition of the independence of the Philippine Islands." 

Mr. MARIAS: Frankly, I think it is ambiguous, the way we stated 
it. We mean by that, Colonel, that, 'whatever the ultimate ends or 
end may be, the result would be toward always continuing in mutual ': 
relationship economically with the Philippine Islands. 

Colonel MAcDONALD. Do you mean to extend the special trade 
preferences indefinitely ¥ 

Mr. MARIAS._Not the special trade preferences indefinitely; ex
cept that these preferences may so imbed themselves that we will 
continue our business indefinitely, which business will be profitable 
to both sides. 

Colonel McDONALD. You mean beyond the period of ultimate 
independence as now set ¥ 

Mr. MARIAS. The reason for that, Colonel, was that it was advanced 
by some that, so long as President Quezon had asked for independ
ence earlier, it might just as well be set further ahead in case it was 
thought reasonable. 

Colonel McDONALD. But you had not established in your own mind 
or estimated any particular number of years ¥ 

Mr. MA1UAS. I have not estimated any number of years; no, Sir. 
Mr. ROKAS. When you stated, Mr. Marias, that it was your opinion 

the time had not come for economic independence, did you mean that, 
in your opinion, the time had not come for disruption of the present 
trade relations between the United States and the Philippines~ 

Mr. MARIAs. Yes. 
Mr. RoXAs. You also stated that you did not believe the Philippine 

nation was prepared for such disruption of free-trade relations! 
Mr. MARIAS. That is right. 
Mr. RoXAs. Would you be kind enough to tell the Committee what, 

in your opinion, would be the result of sudden disruption of these 
trade relations' 

Mr. MARIAS. Yas. . 
, Mr. RoKAS. Or their disruption within relatively short time ¥ 

Mr. MARIAS. I am glad you brought that out, Mr. Roxas, for this 
reason particularly: We know what we are going through in the • 
United States. I do not think that needs explanation. We know 
'what other nations of the world are suffering today. We feel that 
because the world is so unsettled we should not be a party to creating 
another economic eruption of any kind and that it is much safer, and 
our duty, to help hold these things down. That is the reason be
hind it, Mr. Roxas. 

Mr. ROKAS. If free trade between the Philippines and the United 
States was cut off, would it require refashioning of the national econ-
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omies of the Islands' Or could we go ahead with our present 
industry and hope to be able to market the products of our 
industries' 

Mr. M.uaAs. This is a place for frank discussion, and I am going 
. to be absolutely frank and honest. 

Mr. Rous. I would appreciate a frank statement from you on 
that point. 

Mr. MAmAs. My very frank statement is that, industrially, we do 
not feel that the Filipinos have advanCed as far as we would like to 
see them, and we do feel that the Japanese would usurp your eco
nomic authority, if I may put it that way in bringing them into it. 
We had a little discussion on that. At one time, down in Doilo, there 
was a boycott on the Chinese, and the Chinese tie1u1aa were out of 
business j but the Filipinos, instead of going in there to take their 
places, permitted the Japanese to do so. Now, if they did it once, 
they will do it another time. 

Don't forget this, and I am also going to speak frankly: When I 
was considered a United States official, we were totally dependent in 
our economic position upon the Chinese for coal. The Government 
sent me to China to explore the possibilities of bringing coal from 
there, and we found that a pound of coal could not come out of 
China at that time without directly or indirectly passing through 
Japanese hands; then I had to go down to Australia. 

You remember the time we brought the Swayne & Hoyt ships 
down there with Australian coal and beat the combine of the M.B.K. 

Mr. Rous. Do I understand, Mr. Marias, that you take your 
position upon the ground that you would not want another nation 
to gain economic dominance of the Philippines or upon the ground 
that it is your belief that cutting 011 free-trade relations with the 
United States would bring about the collapse of our industries! 
I refer to our basic industries. 

Mr. MARIAS. Both reasons; either one of which, I think, is suffi
cient. But both reasons make it just a little bit more binding. 

Mr. ROXAS. What would happen to the Philippine standard of 
living if these free-trade relations were cut 011, in your opinion ~ 

. I am asking the questions because you have lived in the Islands for 
many years. 

Mr. MAmAs. I will tell you: The Philippine standard of living, 
in my opinion, is forced, to a great extent. There is no place in 
the world-and I know-where the people and where human beings 
are so well provided by nature as in the Philippine Islands. We 
in this country and all over the world, hope to attain a condition 
where we will do less work and get more out of it. You have already 
attained that in the Philippine Islands. You do not have to have 
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our civilization or our culture. Your people can live wonderfully 
well on what God has provided for them in the Islands, so I do not 
think that any lessening of our standards is going to lessen your 
standards of living. 

Mr. ROXAS .. Do you mean to tell me, Mr. Marias, t.hat if free trade 
were cut off from the United States the farmer in Negros, who has to 
depend on the profitable marketing of his sugar crop, could continue 
to maintain his present standards y 

Mr. MARIAs:-No. Those adjustments would have to be made. 
I was speaking of the general rank and file, Mr. Roxas. Yes; those 
adjustments would have to be made. 

Mr. ROXAS. You mean there would be no starvation in the Philip-
pinesW . 

Mr. MAIuAs. No; there certainly would not be. 
Mr. ROXAS. But do you think we could continue to buy American 

goods if we could not market our products with you' 
Mr .. MARIAs. No. You people went into the sugar business, forced 

by us because we needed sugar during the war. 
Mr. ROXAS. What do you mean by "us"! 
Mr. MAmAS. The Americans. We asked you people to furnish our 

sugar while we were on rations here in the United States, and that 
was one of the reasons you went so far into the sugar business, and 
one of the reasons so much money was lost in it, as you well know. 
I was in the bank, and I know of those things. 

Mr. ROXAS. Well, all the money that it was thought at that time 
was going to be lost has since been recovered .. 

Mr. MAIuAs. I know, much to your credit. It was very remark
able. 

Mr. ROXAS. Do I understand that it is your information that when 
you were in the Philippines the sugar industry in the Philippines 
was developed because of direct Government urging! 

Mr. MARIAS. I believe that President Wilson actually appealed to 
President Quezon, did he not Wand asked him to go ahead and see 
what he could do to force the development, so that we would be fur
nished with sugar during our period of the war. 

Mr. Rons. I have no information about that, but is it true that 
the sugar industry in the Philippines was stimulated by direct Gov
ernment subsidies' 

Mr. MARIAS. You mean by your Government' 
Mr. ROXAS. Yes. 
Mr. MARIAS. Oh, yes, indeed. 
Mr. ROXAS. And at that time the Government was almost entirely 

under the direct control and supervision of American officials ap
pointed by the President of the United States' 
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lIr. l!AnIAB. That is right. What I hoped to say was compli
mentary, lIr. Roxas, on your development there, if you understand 
that. It was not a criticism. The criticism was not because of what 
you did; it was just an economic situation that was rushed into so 
rapidly that it had to be a little lop-sided here and there. 

lIr. RouB. In other words, Mr. Marias, the economic development 
of the Philippines, induced by the free-trade relationship between 
the Philippines and the United States, has taken place with Gov
ernment encouragement' 

Mr. lfA.mAs. That is right. 
Mr. RouB. Is that correct' 
Mr. M.AJ!IAs. That is right. 
lIr. Rous. I thank you. 
lIr. 'W AlUNG. Mr. Marias, as I understood the concluding remarks 

of the statement which you read to the Committee, the position taken 
by the Foreign Trade Association is that the present free-trade rela
tionship might well be continued for a considerable period of time, 
even after political independence. 

Mr. :M.uuAs. Yes. 
lIr. WARING. You also stated, I believe, that you did not, however, 

contemplate the permanent continuance of such relationship after 
they become independent. That would imply, then, that the adjust
ment must come at some time' 

Mr. MARIAs. That is right. 
lIr. WARING. If free trade is continued for a period of 10, 15, or 

20 years, on the present basis, do you feel that the adjustment would 
be any easier for the Philippines at that time than now' 

Mr. M.Anus. I hoped not to establish, in my opinion, a time limit 
on it. lIay I repeat, that what we hoped to say was that we are 
jealous of our business with the Philippine Islands. We want to 
maintain it; we want to increase it; and, irrespective of the time 
when complete independence is granted, economic as well as political, 
by that time we hope we will have so cemented ourselves with the 
Filipinos that we may continue with that business. The Foreign 
Trade Association comprises 350 members, or thereabouts, each one 
having a different idea, and a lot of them without any ideas. 

The que8tionnaire that we sent around showed that most of us 
would lose business if this was not adjusted within - a reasonable 
time, but we hope not to enter into the political field nor to estabJ 

lish any date by which we think it should be done. We just hope it 
can be done. If it can be done tomorrow, that is swell. 

Mr. WARING. I appreciate your position and your interest in the 
PJUlippine market, but I was wondering if the suggestion which you 
are making is not merely in the idea of postponing the inevitable. 
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Mr. MARas. No. In the discussions, Mr. Waring, those ideas 
were not propounded. We feel that those discussions belong to the 
political field, and we try to hold ourselves away frOIn that entirely~ 

Mr. WARING. I was speaking of the economic adjustments. 
Mr. MARus. I know you were. 
Mr. WARING. Not political. 
Mr. MAnus. I know that you meant economic; but we felt that 

discussions that involved political feelings should be held off and 
kept a way from. 

Mr. WARING. My thought was that if duties were to be applied 
eventually, there would be various export industries which would 
be affected then just as they would be affected now. 

Mr. MAnus. That is quite true. We hope it would be minimized. 
Mr. WARING. It would be painful then just as it is painful to 

contemplate now. 
Mr. MAnus. That is true. We do hope that it will reach the 

point where it will affect the fewest number. 
Colonel McDONALD. Is your association prepared to submit any 

plan or any discussion which would minimize this painful change 
that Mr. Waring speaks on 

Mr. MAnus. No, Colonel, we are not. As I tried to explain just 
now, we have 350 members, with 750 ideas, and we have sense enough ., 
to stay away from those questions, I hope. 

Colonel McDONALD. I am trying to bring out that it is your 
opinion, is it not, that this is more of an economic change than a 
political one' 

Mr. MARas. I did not quite understand that. 
Colonel MCIYONALD. You said you were leaving it in the field 

of politics, the time of the change which we have referred to. Is 
it a matter of economic adjustment, something that requires a dimi
nution or a breaking off, gradually, of economic relations1 

Mr. MAnus. Yes. 
Colonel McDONALD. Rather than political, and, hence, is that not 

more along the line in which your association is working' 
Mr. MARIAS. Yes, that is true. I am sorry I gave that impression 

that we were dependent upon a political situation. We want to 
bring the economic situation to the fore and make it dependent upon 
that and the results of that, whatever they may be. 

Colonel McDONALD. But up to now, you have not any scheme or 
plan for minimizing this painful procedure at all , 

Mr. MARIAS. No, we did not think that was in our field. 
Mr. ROBBINS. Mr. Marias, did I get your answer correctly when 

you told Mr. Roxas that you thought, on the basis of your experience 
and acquaintance with the great resources of the Philippine Islands, 
that this transition should not be so painful anyhow; that a certain 
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amount of the trade with the United States is not dependent on 
trade preferences, particularly such trade as hemp and some of the 
coconut products; and that there is always change going on, which is 
inevitable and that adjustment might be made with respect to a few 
industries, such as tobacco and sugar, which would not result in 
serious hardships' 

Mr. l\URIA8. If I understand your question, Mr. Robbins, I do not 
think there would be any great hardship in adjusting the commodi
ties that are now so important, if given the proper period of time to 
make those adjustments. The Philippine Islands have such great 
potential possibilities for their own development that we do not want 
to lose the possibility of that potential development ourselves. 

Mr. W A.RINO. You mentioned just now the proper period of time 
to make the adjustments. Do you feel that the adjustments would 
be made if there were no legislation which compelled the adjust
ments' If free trade continued with no restriction, in other words, 
would any adjustments be made in Philippine economy! 

Mr. MARIA8. I.do not think so. I do not think that we will make 
those adjustments by ourselves. I think it does take political pressure 

. to bring them about; yes. 
Chairman l\ucMuuuy. Are there other questions of Mr. Marias! 
(No response.) 
Thank you very much. 
:Mr. :MABUS. Thank you very much, Mr. Chairman and Gentlemen. 
Chairman AUC:MURRAY. The next witness on the list is Mr. Earl 

Seidenspinner, of the El Dorado Oil Works, or, as an alternate, 
:Mr. John Parker, of Durkee Famous Foods, speaking for the Na
tional Institute of Oilseed Products. 

STATEMENT OF Am. EARL SEIDENSPINNER, ON BEHALF 
OF THE NATIONAL INSTITUTE OF OILSEED PROD
UCTS 

:Mr. SEIDENSPINNER. :My name is Earl Seidenspinner, representing 
the National Institute of Oilseed Products. 

Our membership is composed of practically all the crushers and 
those interested on the Pacific coast in copra and coconut oil from the 
Philippine Islands. We submitted a brief 1 rather hurriedly, and I 
would like to take 10 minutes of the Committee's time, if I may, to 
clear up one or two statements which we have made regarding the 
deficiency of America in fats and oils. 

May I have that time, Mr. Chairman! 
Chairman MA.c:MURRAY. Yes. 

• See vol. llL 
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Mr. SEIDENSPINNER. I shall 'not go over the brief. We have made 
a copy for each member of the Committ€e. 

With the imposition of the excise taxes in 1934, the purpose un
doubtedly was :with the view to protecting American dairy interests 
Ilnd farmers and domestic interests from imports of Philippine prod
ucts, mostly fats and oils. The thought undoubtedly was that we 
had a competitor there with domestic produce, and that has followed, 
I think, for many years. The fact is that we are deficient in oils and 
fats to the extent-of 750,000 to 1,000,000 tons annually. We must 
bring them in, and most of our imports go into industrial channels 
not into edible channels. They are used, in the main, in the soap 
kettle, ,in the paint trades, and for other industrial purposes. 

The United States is close to independence so far as edibles are 
concerned, but the supply is dependent, in the main, on cottonseed 
oil. Cottonseed oil is, of course, a by-product of cotton. We would 
not grow cotton just for the seed alone. 

The edible requirements of the country of cottonseed oil are ap
proximately 14 to 15 million bales of cotton, which, so far as our 
own demand for cotton is concerned, is a surplus of cotton staple. 

Allowing for 50,000 tons of refined cottonseed oil a million bales 
of cotton, and assuming' our requirements of staple cotton are only 
about 8 million bales, then, when we produce more than 8 million bales 
of cotton, we are dependent upon some foreign market to absorb that 
surplus. If we produced only enough cotton for our own require
ments in the States, we would be deficient 250,000 tons of cottonse€d 
oil, more than the million tons of fats and oils which we are now' 
deficient, basing that simply on 8 million bales, as against 14 to 15 '. 
million bales, our requirements of cotton for 'our own domestic 
consumption of cottonseed oil. 

Since the excise taxes have gone on, the United States has done 
nothing to supply the deficiency in industrial fats. We have, it is 
true, plenty of soy beans. In 1936 the production of oil from soy 
beans was 184,563,000 pounds, more than a sevenfold increase over 
1932, but not one pound of that soy-bean increase went into soap ket
tles to increase our deficiency of industrial fats; for in 1932 there 
were 5,571,000 pounds of off-grade soy-bean oil which went into soap 
kettles, and in 1936, notwithstanding the sevenfold increase, there 
were only 5,023,000 pounds which went into soap kettles. 

The Philippine Islands are a good outlet for our products. I do 
not think anyone disputes that. We are a good outlet for the pro
duction of copra and coconut oil. The excise tax, or the present eco
nomic relation, which, in our brief, we have recommended be per
mitted to remain in 8tatu fIIlO, came from our thought that if the 
Philippine Islands were given their independence at an earlier date 
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than that contemplated by the Tydings-McDuffie act, it would dis
rupt the relationship between the Islands and the United States, 
much as it was disrupted when the excise tax was first applied. As 
pointed out in the brief, there was a 5-cent excise tax produced 
from copra other than that from Philippine origin. Since the ex
cise taxes were put on, there has been no increase in our basic supply 
of soap-kettle fats. I refer, in the main, to inedible tallow. It has 
roughly stood around 600 to 700 million pounds. 

As I understand it, and I think I am correct, coconut oil does not 
compete with tallow. They are complementary. Soap made entirely 
out of tallow would be much like a soapstone. Coconut oil in part, 
or one of the other oils such as palm-kernel oil of the same family, 
helps the lathering qualities; and the more tallow consumed, the 
more coconut oil is required to make that basic-tallow soap lather 
properly. 

If, then, we have a deficiency which the excise tax has not helped, 
the imposition of the excise tax has not paved the way to make up 
that deficiency by encouraging or giving impetus to the growth in 
the United States of some substitute, and there are none such, so far 
as I know, and I have heard of no statement advanced that there 
was something that could take the place of any of the palm oils that 
are necessary for good soap manufacture. Naturally, the greater 
burden which we impose upon the Philippine Islands in landing these 
products in our markets must be paid by us and also in part by them. 

'. With the brief which we submitted, that is about all the institute 
. has to put forward. If there are any questions I will be glad to 

answer them. 
Mr. W AJUNO. In connection with the brief which you submitted, 

Mr. Seidenspinner, I note that on pages 4 and 5, you refer to the 
effect of the excise tax in giving the Philippines a practical monop
oly of this market in supplying either coconut oil or copra. 

Mr. SEIDENSPINNER. That is correct, Sir. 
Mr. W ABINO. And then you make this statement in the first para

graph on page 5: 
It follows then that just as we have to rely for supplies entirely upon the 

. Philippine Islands, they, In turn, have to depend almost entirely upon the 
United States for the absorption of their exports. 

It is true, is it not, that a substantial quantity of copra is sold by 
the Philippines in markets other than the United States, that is, they 
are not dependent entirely on the United States market for their sale 
of copra! 

Mr. SEIDENSPINNER. There is some movement, but by far the 
greater percentage of all coconut oil and copra produced comes to 
the United States. 
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Mr. WARING. The coconut oil, I know, comes almost entirely to the 
United States, .but it was my understanding that substantial quan
tities. of copra went to markets other than the United States, al
though I understand that by far the largest part of it comes here. 

Mr. SEIDENSPINNER. I do not believe that, of the total crop pro
duced from January to June in the Philippine Islands, 5,000 tons 
'have moved to codntries other than the United States in this year. 

Mr. WAIDNG. J,think your statement is true for this year, because 
of the unusual circumstances that have prevailed both here and 
there-in regard to crop shortage there and unusual demands here
but under more normal conditions I think that the larger quantities 
go to European markets. 

Mr. SEIDENSPINNER. Europe looks to other sources of copra first, 
because of the discrepancy in the tax-5 cents on coconut oil pro
duced from copra from other sources. They take in copra at a much 
lower value in Europe and sell us the 3-cent oil, such as palm
kernel oil, so that, as a usual thing, they take all the other source~ 
of supply available before they look to the Philippines; the Philip
pine market for copra has rarely been as low as other markets. In 
other words, Europe has been able to buy her supplies of copra more 
cheaply than the Philippines.; and, except during the first month's 
application of the excise tax, that has been so throughout the year, 
although there have been periodic intervals when copra has moved 
to Europe in volume when the markets were temporarily higher. 

Mr. W AroNG. Then, it is your opinion that the preferential rate 
accorded to the PhIlippines has enabled them to get higher prices' 
for their copra than they would otherwise be able to obtain ¥ 

Mr. SEIDENSPINNER. I think so. 
Mr. W AroNG. It is my impression that because they produce a sur

plus there over our needs, except for unusual conditions, the Philip
pines sold their copra at approximately world prices. 

Mr. SEIDENSPINNER. They do not produce an excess over our needs. 
Our deficiency is such that we can well absorb all the Philippine 
copra produced. 

Mr. WARING. I should have said our demand rather than our need. 
Then, you do not agree with the statement that copra prices in 

Manila attain to approximate world prices @ 

Mr. SEIDENSPINNER. No, I do not agree with that statement. In 
the nature of things, that would not be so. The world market prices 
rule in sources of supply of copra other than the Philippines, and 
what copra is worth to us rules in the Philippines, unless it is worth 
less to us than it is to continental Europe, which rarely ever happens. 

Mr. ROKAS. Is the United States buying other vegetable oils, like 
palm-kernel oil, on a world-market basis, or noU 

Mr. SEIDENSPINNER. Yes. 
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Mr. Rous. Is it not true that Philippine copra. going to other 
markets than the United States, has to compete with palm-kerne] 
oil in the world market on a world basis ¥ 

Mr. SElDENBPlNNER. That is true. 
Mr. Rous. Do not those two facts show. that prices for Philippine" 

copra. in Manila are on a world basis' 
Mr. SEIDENSPINNER. I would not say that. If· the two markets; 

Manila. and Makassar, were on the same parity today for copra, then 
it would cost an American purchaser of American oil four cents more 
a pound for oil and a cent and a quarter more a pound for copra 
coming from Makassar than it would for the copra coming from the 
Philippine Islands. Part of that differential is used in favor of the 
Philippines and makes the Philippine market just that much harder 
to supply the American demand for copra, that being the only market 
to which we can go until the spread of one cent and a quarter is 
wiped out. If, for any reason, foreign world markets were lower by 
one cent and a quarter than Philippine markets, then we could pur
chase in Makassar j and that has been done on very few occasions. 

That demonstrates that when that is done the Philippine market 
is higher j and that would be an exaggerated instance by a full cent 
and a quarter a pound over and above the world market prices for 
copra. 

The question that you asked me, Mr. Roxas: In as much as palm
kernel oil can come into the United States with a 3-cent excise tax 
and foreign coconut oil must pay a duty as well as a 5-cent excise 
tax, Europe would naturally take the cheap copra, use it for their 
own requirements, retain it, and ship the palm kernel crushed in her 
own plants to the United States. 

Mr. RoXAs. Can you explain why there is a tariff on coconut oil and 
no tariff on palm-kernel oil' 

Mr. SEIDENSPINNER. No, I cannot. 
Mr. ROXAS. You cannot explain that! 
:Mr. SEIDENSPINNER. No. 
Mr. ROXAS. Would you be in favor of eliminating that tariff on 

coconut oil' Would you be in favor of that, or would you consider 
it unfair and illogical to eliminate the tariff on coconut oils so 
long as palm-kernel oil and other vegetable oils can come in here 
free of duty' 

Mr. SEIDENSPINNER. We feel that the excise taxes should be removed 
on all oils which the United States needs. 

Mr. ROXAS. I am talking about the tariff now, if you do not mind. 
Mr. SEIDENSPINNER. And the tariff or any taxes. Any burden 

which is imposed upon the entry of those oils which we actually need 
and which cannot be produced here, we feel should be removed. You 



292 HEARINGS HELD BEFORE THE COMMITTEE 

see, that is distinguishing the industrials from the edibles. We see 
no reason why, with the wonderful soap organizations which we have 
in the United States, they should be handicapped in their export 
business in the. United States by making people pay the price of 
butter to wash their faces. We need them, so the institute feels no 
burden should be placed in the way of importation unless they can 
be reproduced in the United States, which cannot be done. 

Mr. RoXAs. Do I also understand that you are in favor of doing 
away with the excise tax on coconut oil so far as it refers to oil 
rendered inedible' 

Mr. SEIDENSPINNER. Absolutely. There is a bill before the Con
gress which the institute approves one hundred percent. If it is 
necessary to protect the edible fats in this country, the Guffey-Dock
weiler bill has a p·rovision that the coconut oil which is necessary,. 
and has to come in, be denatured. We are behind that bill. We ap
prove of it, and we think that, so long as there is a deficiency of soap
making fats, they should be allowed to come in and the excise tax 
be removed. But if their protection is required for edibles, if it is 
:Celt that there are edible fats, such as butter and lard, requiring pro
tection and should be allowed to go in one hundred percent, and oleo
margarine instead of coconut oil, then permit the excise tax to apply 
on that percentage of coconut oil which goes into edible usage [sic]. 

Mr. RoXAs. Do you think, Mr. Seidenspinner, that the only pos
sible reason that can be alleged in favor of maintaining the tariff 
on coconut oil is in order to protect American crushers of copra! 

Mr. SEIDENSPINNER. Yes. 
Mr. RoXAs. As against Philippine competition ¥ 
Mr. SEIDENSPINNER. That is true. 
Mr. RoXAs. However, in view of the fact that Philippine imports 

of coconut oil are limited by the Independence Act to 200,000 tons, 
and could not come beyond that amount without paying the full 
duty, could there be any objection to the elimination of the tariff 
on coconut oil up to 200,000 tons after the provisions of the Inde
pendence Act had lapsed! 

Mr. SEIDENSPINNER. That contemplates the Philippine Islands' 
being independent, and after that time your idea would be to remove 
the tariff' 

Mr. ROXAS. Suppose the Philippine Islands are placed outside of 
the tariff walls of the United States, would not American domestic 
crushers of copra be fully protected if the limitation of 200,000 tons 
be maintained and if no duty were collected on Philippine coconut 
oil up to that amount' 

Mr. SEIDENSPINNER. To be really frank with you, Mr. Roxas, so 
far as America is concerned, or the United States is concerned, they 
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should get Philippine copra and coconut oil as cheaply as possible; 
but so far as I, as a crusher, am concerned (and I have spent 25 
years in the Philippine Islands), I paid a peso a day there for labor. 
Here we have to pay about $8 a day for that same labor. Naturally. 
we would feel, as crushers, entitled to some small differential to 
adjust and put the two on an equal basis. Two cents a pound is 
quite a high duty. " 

Mr. Rou8. On the other hand, you are admitting palm-kernel oil 
free of duty, which competes with your coconut oil. 

Mr. SEIDEN SPINNER. They should all be on an equal basis. If one 
is admitted free of duty, the other should be, too. 

Mr. Rous. I thank you. 
Mr. RoBBIN8. I wonder, Mr. Seidenspinner, if you believe that com

petitive sellers can capture a preferential when their total supply 
is in excess of that required by the preferential market ¥ You were 
saying that you believe that the Philippine copra-producers could 
obtain more than world prices in this market because we have a pref
erence in the form of tariff on copra from other sources than the 
Philippines. If you and I were copra-producers, and we had more 
of a supply to sell than the United States could consume, would we 
not tend to sell all our copra in the United States as long as the 
supply on the market here was such as to give us a higher return 
than the world price' 

Mr. SEIDEN8PINNEB. That is true. 
Mr. RoBBINS. And would not that increased sale in this market 

tend to depress the price here to the world level' 
Mr. SEIDENSPINNER. No. We have created an artificial structure 

here. We have raised, since the imposition of the excise taxes, the 
price of all fats and oils in the United States, and although the copra 
purchased from the Philippine Islands has been higher than world 
market prices, it has been cheaper to the United States than the 
copra which could have been obtained from other sources. As soon 
as there is. a weakening of world values in other lines, which are 
cheaper than the price which we are willing to pay for copra at 
Manila, such as palm-kernel oil, then prices of copra must move 
down. But the fact remains that the Philippine exporters will sell 
to Europe when and if they can get more in Europe or any other 
market than they can get in the United States. 

Mr. ROBBINS. I understand that, and I understand that the Amer
ican purchaser has no choice. But I cannot understand how com
peting sellers in the Philippines could continue to get a premium 
here in this market so long as their total supply to be sold is in 
excess of what could be marketed in the United States. 

Mr. SEIDENSPIN!<o"ER. It never has been. 
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Mr. ROBBINS. As I understood it, the Philippines export a con
siderable amount of . copra, normally, to countries other than the 
United States. 

Mr. SEIDENSPINNER. If the Philippine Islands produces less than 
600,000 tons of copra which, in terms of oil, would be roughly 
350,000 tons of oil, and we have created an artificial tax structure 
around a million tons of oil, then, necessarily, in the nature of things, 
we can always absorb imported fats and oils to the extent of a mil
lion tons, and wnether we take all the Philippine crop or take some 
from Sumatra and some from Africa in the form of palm-kernel 
oil, it depends on how much the Manila market is over the world . 
market. We will pay consistently more to Manila; and in the nature 
of things it is established by the actual trade records that all that 
copra has moved here-to nearly one hundred percent. 

Mr. ROBBINS. I can understand how, if the supply in the Philip
pines were equal to or less than the amount that could be marketed 
here, the sellers, even though they were competitors of one another, 
could obtain a premium, but I cannot understand how they couId 
be competitive sellers and still obtain a premium, if their total 
supply were in excess of the requirements here, because of this fact: 
So long as the American price was above the world price, they were 
getting a premium; then, they would sell only in America, and they 
would continue to sell their supply here until the American price 
reached the world level before they would sell in the world market 
again. So it would tend to depress it, and the experience of Cuba, 
in trying to capture a preferential in the case of sugar, was that 
first she had to get rid of competition among sellers and establish 
a single seller before she could capture that preferential. I wonder 
if Filipino growers nave been foregoing that preferential on copra. 

Mr. SEIDEN SPINNER. Don't misunderstand me. I do not mean to 
say that that full differential of a quarter of a cent a pound in the 
excise tax has been turned back to the Philippines, but I do say that 
the prices paid for the Philippine copra, to the extent of almost the 
entire crop, are over world market prices, and we absorb almost the 
entire crop. There is not anything left over; we pay enough more 
for it to get it all. 

Mr. ROBBINS. That is all. 
Chairman MAcMURRAY. Are there any other questions! 
(No response.) 
Before you retire, Mr. Seidenspinner, could you tell us whether 

,Mr. John P~ker, who is listed as the alternate with you, will be 
here! 

Mr. SEIDENSPINNER. No, Mr. Parker will not be here. 
Chairman MAoMURRAY. Thank you very much. 
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That concludes the list of those who have requested appearances, 
except Mr. Hartwick and Mr. Pete Catiel. Are either of them pre
pared to make an appearance now@ 

( No response.) 
If not, is there anyone else who might have occasion to present 

any views before the Committee' 
(No response.) 
I think there are no more witnesses, Gentlemen, and I think we 

may conclude our hearings. 
Let me thank the San Francisco Chamber of Commerce on be

half of our Committee for its courtesy in making available its hos
pitality and enabling us to hold these hearings here. On behalf of 
the Committee, may I express my appreciation for the many courte
flies extended by the District Office of the Bureau of Foreign and 
Domestic Commerce. 

May I express likewise our appreciation for the cooperation of 
those who have given their testimony and the benefit of their ex
perience. 

The hearings will be concluded. 
(Thereupon, at 11: 30 o'clock a.m., July 22, 1937, an adjournment 

was taken to Manila, Philippine Islands.) 



HEARINGS HELD IN MANILA 

8270~yoL 2--20 



PUBLIC NOTICE OF HEARINGS, JUNE 23, 1937 . 
For the Preaa Jwne ~3, 1937 

PUBLIC NOTICE 

HEARINGS ON UNITED STATES-PHILIPPINE AFFAIRS 

The Joint Preparatory Committee on Philippine Affairs was cre
ated with the approval of President Roosevelt and President Quezon 
of the Philippine Commonwealth to study United States-Philippine 
trade relations and to recommend a program for the adjustment of 
Philippine national economy. The Committee, in making its recom
mendations to the two governments, will be guided by the funda
mental policies laid down in the Joint Statement issued by President 
Quezon and Mr. Francis B. Sayre, Assistant Secretary of State, on 
March 18, 1937 (copy attached).~ 

To assist the Committee in preparing its recommendations, written 
statements will be received and public hearings will be held, both in 
the United States and in the Philippines, in connection with the 
objectives announced in the Joint Statement of March 18. The state
ments to be submitted to the Committee may include a consideration 
of the effects of existing legislation upon the commodities and serv
ices involved in the present economic relations between the United 
States and the Philippines. 

Arrangements for the submission of written and of brief supple
mentary oral statements to the Committee in the Philippines are 
indicated below. 

The Joint Preparatory Committee on Philippine Affairs has pre
scribed the following rules and regulations to govern the submission 
of written and supplementary oral statements. 

Time and Place for the Presentation of Written aMOral Statements 

All information and views in writing and all applications for 
supplemental oral presentation of views shall be submitted to the 
Committee not later than 12 o'clock noon, September 10, 1937. The 
address of the Committee will be announced after the Committee's 
arrival in Manila on August 14, 1937. Supplementary oral state
ments will be heard at a public hearing beginning at 9 o'clock a.m., 
September 15, 1937, before the Joint Preparatory Committee on Phil-

I See ante, p. 3. 
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ippine Afi'airs. These hearings will be held in Manila at a place to 
be announced at- a later date. 

Form and Manner 01 Presentation 

Written statements must be typewritten, processed, or printed. It 
is requested that fifteen copies be submitted in order to facilitate. 
study of the briefs by each member of the Committee. 

Brief supplell!.entary oral statements may be made to the Commit
tee at the public hearings only by persons who have filed written 
statements or briefs and who have, within the time prescribed, made 
written application for a hearing in order that a schedule of appear
ances may be arranged. 

Applications for supplementary oral statements should indicate the 
approximate amount of time requested of the Committee for the sub~ 
mission of views. 

The Joint Preparatory Committee on Philippine Affairs contem
plates the publication of the written and oral statements. 

FRANCIS B. SAYRE 

Acting {}hairman 
Joint Preparatory {}omnnittee on Philipp1;M A/lairs 



PRESS NOTICE OF AUGUST 13, 1937 

(Radioed from Shanghai on August 13, 1937, for Manila newspapers) 

SHANGHAI, CmNA. August 13, 1937. 

In view of inquiries as to its functions and as to its plans while in 
the Philippines, the Joint Preparatory Committee on Philippine 
Affairs takes occasion to recall that it was created with the approval 
of President Roosevelt and President Quezon of the Philippine Com
~onwealth to study and to make recommendations concerning United 
States-Philippine trade relations and the adjustment of Philippine 
national economy. To assist the Committee in preparing its recom
mendations, written statements will be received, and public hearings, 
such as those already held in Washington and San Francisco, will be 
held in Manila, beginning September 15, 1937. The statements to be 

. submitted to the Committee may include a consideration of the effects 
of existing legislation upon the economic relations between the United 
States and the Philippines. 

The Committee has not been requested to reco~end a date for 
political independence either earlier or later than that fixed in the 
Independence Act. The Committee will therefore confine its con
sideration of that question to "the bearing which the advancement in 
the date of independence would have on facilitating or retarding the 
execution of a program of economic adjustment in the Philippines", 
as set forth in the joint statement of President Quezon and Assistant 
Secretary Sayre issued to the press on March 18 last. It is conse
quently expected that all those presenting to the Committee either 
written or oral statements relevant to the question of an advancement 
of the date of independence will confine such statements to a con
sideration of the economic problems involved. 

Arrangements for the submission of written and brief supplemen
tary oral statements to the Committee in the Philippines are indicated 
below. 

All information and views in writing and all applications for 
supplementary oral presentation of views shall be submitted to the 
Committee not later than 12 o'clock noon, September 10, 1937, and 
should be addressed to the Joint Preparatory Committee on Philip
pine Affairs, National Assembly Building, Manila. Written state
ments should be typewritten, processed or printed. It is requested 
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that fifteen copies b~ submitted in order to facilitate study of the 
briefs by each member of the Committee. 

Supplementary oral statements will be heard by the Committee at 
a public hearing beginning at 9 a. m.. on September 15, 1937, in the 
Senate Chamber of the National Assembly Building. Such statements 
may be made to the Committee at the public hearings only by persons 
who hav.e filed written statements or briefs and who have, within the 
time prescribed, made written application for a hearing in order'that 
a schedule of appearances may be arranged. Application for supple
mentary oral statements should indicate the approximate amount of 
time requested of the Committee for the submission of views. 

The. Joint Preparatory Committee on Philippine Affairs contem
plates the publication of the written and oral statements. 

The Committee expects to arrive in Manila on August 15th and 
plans to leave on August 20th for a visit to the provinces, beginning 
with those in the southern Islands, in order that its members may 
acquaint themselves more fully with conditions throughout the 
Philippines. 

In resuming the work begun in the United States, the Committee 
looks forward to the continued cooperation of the people of the 
Philippines. 

J. V. A. M.-\cMURRAY 
Ohairman, Joint Preparatory OO'TTlllnittee 

on Philippine Affairs 



PRESS CONFERENCE OF SEPTEMBER 14, 1937 

JOINT PREPARATORY COMMITTEE ON PHILIPPINE 
AFFAIRS 

September 14:{ 1937. 

The Chairman of the Committee, the Honorable J. V. A. Mac
Murray, in an introductory statement before eleven members of the 
press (listed on the attached sheet),8 said that the Committee had 
thought it might be helpful to the press and also helpful to the Com
mittee to have press conferences at which the members of the press 
would have the opportunity of asking questions which might not be 
covered by the hand-outs. These conferences would be held twice a 
week, one on Tuesday afternoon at 3 p.m., for the benefit of the 
morning newspapers, and the other on Friday at 8: 45 a.m., for the 

, afternoon newspapers. 
In continuing the opening statement, Mr. MacMurray said that on 

behalf of the Committee he wished to thank the press for the very 
courteous treatment which it had given and, perhaps, to presume on 
that to the extent of asking that the press be lenient and not try to 
obtain information that the Committee could not give. He wanted to 
assure them that the Committee was prepared to be fair with the press 
and hoped to receive the same fair treatment and to be able tQ--work 

. : together with the newspapers throughout the period of its stay in the 
Philippines. . 

It was pointed out that the hearings which would open on Septem
ber 15 were open to the public and that for the time being aU the 
Committee's business would be open to all. 

In speaking of the manner in which the public hearings would be 
carried out, Mr. MacMurray said that except for a few additional 
remarks, his statement would be a repetition of the one made by 
Assistant Secretary of State Sayre at the opening of the hearings in 
Washington, and that there would be mimeographed copies of the 
statement available for distribution after the heating on Wednesday . 
. The morning sessions would be from 9 to 12: 30 and the afternoon 
sessions from. 2: 30 to 4: 30. In some instances the appearances 
Echeduled might be completed duriI}g the morning . .session, in which 
case announcem~nt would be made that there would not be an -after-
noon session. • . 

In response to inquiry, Mr. MacMurray said that th~pe would be no 
private hearings as such; that there would doubtless be cases where 
the members of the Committee would be approached individually by 

. • See flOBt, p. 305. 303 
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persons wishing to state their views but that such conversations could 
not be considered as hearings because there is no Committee business 
except that of the Joint Committee as a whole. 

One correspondent asked if the Committee would hear persons wish
ing to appear before it in order to discuss political phases and was 
told that the Committee would hear the testimony of such persons so 
far as it, was relevant to the business in hand. The members of the 
Committee alone would be allowed to cross-examine persons appearing 
before it, as the "hearings are called for the purpose of informing the 
Committee. Persons not already scheduled to appear would not be 
allowed to do so-only those who had previously requested hearings 
in order to elucidate written briefs which the Committee might study 
and print. The real evidence is what is submitted in the form of briefs 
for consideration, and the oral testimony is merely supplementary. 
The announcement of the hearings in Manila was made in July, allow
ing about two months in which to file briefs. The period closed at 
noon on September 10th, and no further briefs would be accepted. 

Upon being questioned as to how far the Committee had gone in its 
work, Mr. MacMurray stated that no decisions had been reached but 
he believed all the members felt they had, during the nearly three 
weeks spent on a tour of the southern islands, received impressions 
which would be useful as a background. 

One correspondent asked if the Committee would adopt a minority 
report, if there were such a report. Mr. MacMurray said he believed 
the Committee as a whole was hopeful that there would be no occasion 
for a minority report-they hoped all would prove to be in accord , 
and able to join in a single report. He felt that the report could not 
be finished before the American members leave in November and 
that it might be necessary to work on it on the return trip, although 
it was barely possible it might be finished by November. 

In reply to a question as to whether the Committee is authorized to 
make recommendations of policy or only to make finds of facts, Mr. 
MacMurray stated that it was not confined to fact-finding but is to 
make recommendations which will cover points that are, from one 
aspect, matters of policy. He thought the question might be answered 
more clearly by referring to the release of the Committee for the 
papers of August 13, from which he read that portion regarding the 
purpose of the Committee. The Committee exists. for the purpose of 
making recommendations to deal with the imperfections and inequali
ties of the Tydings-McDuffie act and to deal with economic anomalies 
arising out of the act as it stands today. The Committee is concerned 
with political questions only to the extent that they are backgrounds 
to the economic questions. 

The economic adjustment of the Philippines means more than their 
relationship with the United States; it involves the adjustment which 
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they can make within themselves, to be more self-sufficient and build 
up outside markets. 

lIr. MacMurray stated that although he did not have an opportunity 
to visit the homes of Filipino farmers and laborers, several members 
of the Committee did talk to that class of persons and visit their homes. 
It was obvious that anyone with the responsibility for dealing with the 
economy of the Islands would have to have in mind the interests not 
merely of those conspicuously identified with the economic system of 
the Islands but also of those who are not so fortunate as to possess 
checkbooks and who live in the utmost simplicity but constitute a very 
large percentage of the population. He had not anticipated that the 
report of the Committee would have to compare them with the same 
class in Puerto Rico, Cuba, or other Far Eastern countries. Similar 
aspects are available in many other reports. 

'When asked how the findings of the Committee would differ from 
those of the Waring-Dorfman report, Mr. MacMurray said that that 
report was one of facts, actual or expected; whereas the Committee 
will have to make recommendations in the light of such facts and 
expectations, so that the two will be entirely different..-prepared with 
different objectives in view and representing entirely different methods 
of approach. 

Mr. MacMurray stated that the Committee would make another trip, 
to northern Luzon, after the hearings are completed. 

When asked to whom the Committee's report would be made, Mr. 
"MacMurray stated that it would be made to the Interdepartqlental 
Committee, which is an agency of the President, and also to the"Presi
dent of the Commonwealth of the Philippines; and that presumably 
the report of the Committee will be the basis of the President's recom
mendation to Congress. The Committee was appointed by the Presi
dent with the approval of the Congress, which actually made an 
appropriation for the expenses of the Committee. 

Press Conference attended by: 
Oommonwealth Fortnight 
Manila Daily Bulletin 
Manila Daily Bulletin and Sugar Oane 

Planter 
El Debate 
FreePresll 
Herald 
International Monthly Magazine 
Taliba 
London Ti1Mll 
New York Timell 
Tribune 

Mr. BUNCO 

Mr. VALENCIA 

Mr. ORINDAIN 
Mr. CENTENIVA 

Mr. MAllQUAlIDT 

Mr. SANTES 
Mr. :F. LEANO 
Mr. A. CRuz 
Mrs. NATHORST 
Mr. WILKINS 
Mr. GUZMAN 



PROCEEDINGS OF SEPTEMBER 15, 1937 

SENATE CHAMBER, LEGISLATIVE BUILDING, 

MANILA, PHILIl'PINE ISLANDS, 
Wedne8day, September 15, 1937. 

The Joint Preparatory Committee on Philippine Affairs met at 9 
o'clock a. m. 

Pre8ent: 
The Honorable J. V. A. MAcMURRAY, Ohairman; 
The Honorable JosE YULO, Viae Ohairman; 
Mr. JOSEPH E. JACOBS, Viae Ohairman; 
Mr. CONRADO BENITEZ; 
Mr. LoUIS DOMERATZKY; 
Mr. BEN D. DORFMAN; 
Mr. JOAQUIN M. ELIZALDE; 
Colonel DONALD C. McDONALD; 
The Honorable QUINTIN P .AREDES; 

Mr. CARL B. ROBBINS; 
The Honorable JosE E. ROMERO; 
The Honorable MANUEL ROXAS; and 
Mr. FRANK A. WARING. 

OPENING STATEMENT OF MR. MAcMURRAY 

Chairman MAcMURRAY. In opening this series of hearings by the 
Joint Preparatory Committee on Philippine Affairs, I can do no 
better than to quote, in explanation of its purposes, the statement 
made by the former chairman, Assistant Secretary of State Sayre, 
in opening the first series of hearings at Washington, on June 16 
last. Mr. Sayre then said: 

The Joint Preparatory Committee on Philippine Afl'airs, seated around this 
tab}e, is engaged in a very far-reaching undertaking to ascertain how United 
StntelrPhll1ppine commercial and other relationships may be adjusted in a 
way which will spell future happiness and prosperity for both peoples. This 
is a grave responsibility which I do not think we cnn overemphasize. The 
future stabll1ty and prosperity of the Philippines is of vital concern to 
Americans as well as to Filipinos. 

For over a quarter of a century successive administrations of our Govern-
• ment have based their policy with reference to the Philippines upon an abiding 

confidence In the ability of the Filipino people ultimately to govern them-
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selves as a free and independent nation. The task of making the transition 
to a status of cOJp.plete independence is one, however, which involves problems 

.-.- of great magnitude. These problems relate not merely to trade between the 
two peoples but also to poIiticai and economic considerations of far-reaching 
significance to the United States, to the Philippines, and to all nations having 
interests in the Far East. The attainment of the objectives which both peoples 
have in mind will require patience and a sense of fair play and cooperation. 
The Joint Committee,with such ideals in mind, is endeavoring to make some 
contribution toward the successful conclusion of this really great undertaking. 

The terms of r.!!~e.rence governing the work of this Committee were mapped 
out in conference with President Quezon in March of this year. The circum
stances which led up to the setting up of the Joint Committee were outlined 
in identic letters, dated May 24, 1937, which, as Chairman of the Interdepart
mental Committee on Philippine Affairs, I addressed to Senator Millard E. 
Tydings and to Congressman Leo Kocialkowski. • . . It was pointed out therein 
that responsible persons in both countries have felt that certain "imperfections 
or inequalities" . . . may exist in the Independence Act of March 24, 1934, and 
that these so-called "imperfections or inequalities" are susceptible of adjust
ment through joint study and conference. It has also been felt that uncer
tainties and misconceptions in regard to the future political and economic 
relations of the Islands should be removed as soon as practicable because, until 
these uncertainties and misconceptions are removed, necessary economic adjust
ments in the Islands will be delayed. In addition, there are comparable prob
lems involved in providing an adjustment of American export trade to a non
preferential, competitive position in the Philippine market. A recognition of 
the existence of these problems has led to the setting up of this Joint Committee 
in order to make studies, to hold hearings, to obtain the views of interested 
parties both in the United States and in the Philippines, and to make recom
mendations to the appropriate legislative authorities. 

It has been agreed that, within a certain specified scope, this Committee 
should have general and fairly extensive powers of recommendation; that the 
Filipinos should be given an opportunity to attain economic as well as political 
independence; and that preferential trade relations between the United States 
and the Philippines. should be terminated at the earliest practicable date con
sistent with affording the Philippines a reasonable opportunity to adjust their 
national economy. It would not be fair or right suddenly to make abrupt changes 
which might entail economic disaster to the Philippines. I am sure that the 
American people want the Filipino people to have every opportunity to estab
lish a sound economic regime in order that they may be able to maintain their 
independence. In an endeavor to find a solution of these problems the members 
of this Joint Committee of Americans and Filipinos are working shoulder to 
shoulder. 

This Committee, nevertheless, is performing a task which is merely prepara
tory or advisory in character. It has no power to decide upon courses of 
action. It has no power to control future legislation, But I hope that the 
report and recommendations of the Committee will 'be so appealing, so inevi
table because of the careful marshaling ot facts leading up to the conclusions, 
that both the American Congress and the Commonwealth Assembly will see fit 
to follow the recommendations and to embody them in such legislation as may 
seem necessary and desirable. 

The purpose of the hearings which begIn this morning is to provide ample 
opportunity for the presentation of the views concerning economic and other 
relationships between the United States and the PhUippines. I earnestly invite 
your cooperation and help. 
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Later, in view of inquiries as to its functions and plans while in the 
Philippines, the Committee, while at Shanghai on its way to the. 
Islands, took occasion to give out for publication in the Manila news- I 

papers of August 13 last a supplementary statement, from which it 
may be useful to quote the following passage: . 

• • • To assist the Committee in preparing its recommendations, written state
ments will be received, and public hearin.,as. such as those already held in Wash
ington and San Franclsco, will be held in Manila, beginning September 15, 1937. 
The statements to be submitted to the Committee may include a consideration 
of the e1rects of existing legislation upon the economic relations between the 
United States and the Philippines. 

The Committee has not been requested to recommend a date for political 
independence either earlier or later than that fixed in the Independence Act. 
The Committee will therefore confine its consideration of that question to "the 
bearing which the advancement in the date of. independence would have on fa
c1litating or retarding the execution of a program of economic adjustment in the 
Philippines", as set forth in the joint statement of President Quezon and Assist
ant Secretary Sayre issued to the press on March 18 last. It is consequently 
expected that all those presenting to the Committee either written or oral state
ments relevant to the question of an advancement of the date of independence 
will confine such statements to a consideration of the economic problems involved. 

After specifying the necessary arrangements in regard to the sub
mission of written statements or briefs for the attention of the Com
mittee and for eventual publication, the Committee's press release went 
on to announce that supplementary oral statements. would be heard at 
the public hearings which are in fact being opened here this morning, 
and added that "such statements may be made to the Committee at 
the public hearings only by persons who have filed written statements 
or briefs and who have, within the time prescrihed, made written ap
plication for a hearing"; and in conclusion the Committee bespoke 
the continued cooperation of the people of the Philippines in the 
work begun in the United States last June. 

I take this occasion to express, on behalf of the Committee, the hope 
that those presenting to it information and statements of their views 
will, in a spirit of such cooperation, facilitate the Committee's work 

. and avoid confusion as to its proper responsibilities, by a considerate 
restriction of their remarks to those matters which are within its 
competence and relevant to the questions with which it is authorized 

. to deal. 
I herewith declare the hearings opened. 

There has been published a list of the appearances which, it was 
made clear, must of necessity be a tentative list, and which included 
for this morning's hearings the Philippine Coconut Oil Mills, the 
Philippine Coconut Association, the Agusan Coconut Company, and 

. the Cooperative Coconut Products, Inc. 
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In addition to those who had requested a hearing before the Com
mittee this morning, the Philippine Desiccated Coconut Corporation 
has also been requested to appear before the Committee in order to 
answer questions which arose in the minds of the Committee upon 'a 
perusal of its brief.l . 

The first witnesses to be called today are Mr. Kenneth B. Day and 
Mr. H. Dean Hellis, on behalf of the Philippine Coconut Oil Mills. 

STATEMENT OF MR. KENNETH B. DAY, REPRESENTING 
THE PIDLIPPINE COCONUT OIL MILLS 

Mr. DAY. Mr. Chairman and Members of the Joint Preparatory 
Committee: In view of the fact that I am a most indifferent speaker, 
and in order to be certain th"at my oral statement may be as complete 
as possible, I have taken the liberty of setting it down on paper and, 
with your kind indulgence, will present it in that form. 

We have endeavored to make the brief of the Philippine Coconut 
Oil Mills a simple document.l We feel that the subject is, to say the 
least, a very complex one, and we have therefore tried to present our 
facts in as simple and concrete form as possible, with the hope that· 
the major points we wish to drive home may thereby be clearer and 
more definite. We have not tried to go into statistics to any great 
extent, because the main statistics are all a matter of record and are 
known to you, either from Tariff Report No. 118 or from briefs pre- . 
sented to you in Washington and on the Pacific coast. The few tables 
we have included in our brief will serve to corroborate the points which 
we have made, and will be supplementary to the great mass of statis
tics on this subject. 

We have attempted to make our brief a fair one, trying to look at 
our problem not merely subjectively but objectively as well. We 
have endeavored to recognize the rights of others and the paramount 
importance of a sound economy, not only for the Philippine Islands 
but also for the United States. If we have been successful in this,. 
then we believe that the case for Philippine coconut oil is a strong 
one and one which should occupy the attention of your body. 

What Philippine coconut oil has probably needed the most in the 
past few years has been a good publicity agent. Coconut oil has been: 
blamed for a great many things-and Philippine coconut oil above 
all-and we believe that this is largely the result of misapprehension. 
Coconut oil is a good oil and will accomplish a lot of things. At the 
same time, it is not the ogre it is painted to be, nor is it a force which, 
if unchecked, must inevitably contribute to the ruin of a portion of 

1 See vol. III. 
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"the'. American people. It is our belief that the position of coconut oil 
is generally misunderstood, not only by Americans but by Filipinos 

. as well. If its continued production meant a distinct prejudice to 
i.ny section of the American people, then our arguments for its reten-

.. tion, particularly after independence, would lose much force. If it 
did not form im important part of the Philippine economy, then we 
could not expect the whole-hearted backing of the Commonwealth in 
our efforts to maintain our position. 

The Philippine coconut-oil industry is before you today to fight for 
its life. Ours is not a question of increased advantages-we ask none. 
lt is not a question of special privileges; it is rather a question of" non
discrimination. Our business has already been limited in volume by 
the Tydings-McDuffie act. All we are asking is the right to continue 
to operate on this limited basis, not only through the period of the 
Commonwealth but thereafter. 

We are firm believers in the policy of "live and let live", and we 
believe our oil industry offers an excellent field in which this policy 
can be reasonably applied. 

Most of you are very familiar with the history of the coconut-oil 
industry. It sprang up early in the century but received its impetus 
during the World War, at which time the operative mills in the Phil
ippines expanded from 2 to over 40. This expansion was very largely 
due to the requirements of the United States for glycerin as a base for 
high explosives. In the depression after the war, nearly all of the 
mills folded up; and the seven of us still in business form the nucleus 
which has been able to go through depressions and, by dint of the 
hardest kind of work, finally establish itself on a modestly profitable 
basis. 

In the compilation of our brief, we have used the terminologies 
"Philippine mills and Philippine coconut oil" and "domestic mills 
and domestic coconut oil". We believe it is correctly understood by 
you that by Philippine mills and Philippine coconut oil we mean 
mills located in the Philippine Islands and coconut oil produced 

. therein. By domestic mills and domestic coconut oil we mean mills 
located in continental United States and coconut oil produced by 
these mills. 

Usually, in presenting arguments of this nature, we lay considerable 
stress on the interest of the copra-producer. We do this because the 
copra-producer and the oil mills are definitely aligned side by side, 
and what is to the general good of one of them is normally to the 
general good of both. While their problems are not identical, they are 
parallel. In this brief, however, we have purposely omitted making 
specific arguments for the producer because his side of the question 
has been ably presented elsewhere. This does not mean, however, that 
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we are any the less interested in the copra-producer. We cannot be, 
because if he cannot prosper neither can we. We continue to manu
facture coconut oil just so long as the producer can continue to give us 
copra from which to manufacture. The minute the planter reaches 
a point where he can no longer profitably produce and market his. 
copra, then the scope of the mills is automatically limited. If the 
producer over a period of time finds prices too low to meet production 
costs he is in a bad way, because his groves represent an investment 
of many years and cannot be replaced at will from year to year to meet 
the vagaries of world markets. He must have a minimum return or 
his livelihood is gone, and this is a particularly serious thing because 
the Philippine copra-producer, as a rule, is a small man with a limited 
number of trees. His well-being, therefore, must be a source of con
cern for anyone interested in the problem. 

The arguments of the copra-producer you have heard. He-is inter
ested in maintaining a steady and profitable market for his copr~. 
The terms of the Tydings-McDuffie act provide him with a market,.' 
always with the understanding that the excise taxes shall not be so 
great as to make it a losing proposition for him to produce copra. 
That this-market is not as favorable as the one he now enjoys, is one 
of the points of our contention. It is true, however, that his problem 
is not as serious as ours; and while we contend that his greater pros
perity is linked with our continuance, we candidly admit that he may 
be expected to exist without us. That he can do much better with us 
is, we believe, almost a self-evident fact. 

In our brief we refer many times to a figure of 200,000 tons of coco
nut oil. This figure was first reached during the discussions pre
ceding the Hare-Hawes-Cutting act as a fair quantity to enable the 
existing Philippine coconut-oil mills to continue in business. It is a 
figure short of the capacity of the existing mills but sufficient to allow 
the mills to produce a very fair quantity of oil. This figure was lifted 
from the Hare-Hawes-Cutting act and placed in the Tydings-McDuffie 
act. It has nothing to do with the amount of coconut oil which can 
go into manufacture in the United States. It merely represents that 
portion of the total United States requirements which may be pro
duced here in the Philippines and imported into the United States 
each year. It forms a mutually agreeable limitation of what, before 
the passage of the act, was an unlimited market. 

The immediate reason for apprehension in our industry is the 
imposition of the so-ca1led "export taxes" which are scheduled to go 
into effect after the fifth year of the Commonwealth. When the 
Tydings-McDuffie act was passed these export taxes were included 
therein, as we understand it, for two reasons: the first being to raise . 
revenue to payoff the indebtedness of the Philippines to the American 
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bondholders; and the second, to form a gradual approach to the full 
duties which an independent Philippines must face. I use the word 
"gradual", and I think I am correct in doing so. It was not, I am 
sure, the intention of the framers of the law, to have a graduallimita
tion the exact equivalent of an immediate elimination. In the case 
of coconut oil the export taxes fail of their purpose on both counts. 
In view of the fact that copra is on the free-list, while coconut oil is 
not, copra can continue to flow into the United States unrestricted 
in quantity and free of either export taxes or import duties, both 
before independence and thereafter. Philippine coconut oil, on the 
other hand, being subject to these duties, must fall as soon as the 
export taxes are applied, because it stands to reason that it will be 
impossible for mills here, with equal production and transportation 
costs, to continue to manufacture and sell oil to American customers 

., in competition with mills located in the United States that can obtain 
, ,. their raw material without payment of any such imposts. Therefore, 
. after the sixth year, or, at best, the seventh year of the Commonwealth, 
no more coconut oil can be shipped from the Philippines to the United, 
States under existing laws; and if this is the case, then there will be 
no export taxes collected from Philippine coconut oil. 

We state that the export taxes will put us out of business in the sixth 
or seventh year of the Commonwealth. Owing to the highly com
petitive conditions in this industry, the average profit that mills can 
expect from a pound of coconut oil under the best circumstances is 
1AI to ~o of a cent a pound. The export taxes work out lAo of a cent 
a pound the first year, 0/,,0 the second year, and %.0 the third. We do 
not need to worry about the third year. The first year we might break 
even; the second year we would have to shut up shop. 

Without looking as far as independence, therefore, our industry is 
scheduled to go under the hammer in the seventh year of the Common
wealth, unless something is done to help it. 

In our brief we have mentioned the fact that Philippine oil mills 
form the best customers of the copra-producer, and to back this up 
we have made the easily proved statement that year in and year out 
we buy over 50 percent of the copra crop. If Philippine mills are to 
run economically, they must run with reasonable continuity. If they 
are to run continuously, they must always be buying something to 
run on, and in the case of the Philippines there is nothing they can buy 
except copra. Nor can they buy copra from anywhere else except 
the Philippines without a prohibitive duty. There is nothing, then, 
to which Philippine mills can turn if they are not allowed to make 
coconut oil. In the course of years it might be possible for the Philip
pines to grow other seeds which could be turned into oil and shipped 
into the United States, but this would mean a long process of trial and 
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education, and the chances are that any other seeds which might be 
made available 'would be less economical and equally obnoxious to the 
United States. Therefore, the Philippine mills are now dependent 
on copra and probably always will be as long as they exist. 

For the producer, outside copra markets are not equally dependable. 
There is always a price for copra in the United States and there is 
always a price in Europe, but these prices depend on too many other 
factors and are not always effective. The situation today shows both 
London and the' Pacific coast as buyers of copra. In the case of 
London, however, there is shortage of space; in the case of the United 
States, there are too many other inexpensive oils and fats available_ 
to arouse interest in buyers. Philippine mills, however, continue to 
buy and absorb the crop at a time when it is heaviest, and failure to 
move it would mean disaster to the producers. 

In addition to being steady buyers, Philippine mills are able to 
offer small sellers better facilities than they could otherwise hope for. 
In the matter of taking small deliveries piecemeal, in the matter of' 
,credit, in the matter of paying for copra when and as received-in 
all of these ways the local mills are prepared to support the producer. 
The export trade as a whole is not equally equipped. In the course of 
years this might be overcome, but it is reasonable to assume that the 
mill on the ground is closer and, has the producer's interest more at 
heart than an overseas customer ever can have. 

It is not always easy for local mills to maintain this close connec
tion with their customers. During the course of the past several 
years numerous outports have been opened up, and freights have 
been adjusted so that copra can be shipped from any of the 10 to 15 
outports direct to destination at the same rate as though this copra 
were shipped from Manila. In such cases, the producer has the 
option of shipping direct to the United States or Europe, if it pays 
:him better, or shipping to the mills. That producers often ship' to 
the mills from outports is a proof that the mills are more constantly 
and evenly in the market than exporters. 

We have touched on the value of the local oil mills to the Philip
pine Government. This is very largely a matter of dollars and cents. 
The taxes that the mills must pay the Government in one way or 
another are numerous and substantial. These, of course, will be lost 
if the mills are put out of the picture. Apart from these taxes, how
ever, we have the proposition of the percentage tax, which is one 
of the chief sources of revenue of the Philippine Government. The 
velocity of trading in copra is extremely difficult to trace, i.e., it is 
hard to calcula~ just how many times on an average a sack of copra. 
changes hands between the tree and the consumer. It is certain that 
it changes hands one time more if turned into oil in the Philippines 
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than it would if exported as copra; because the man who sells to the 
mills might otherwise export direct, whereas the mills must pay an 
additional tax on the higher value of the finished product when 
shipped. In many cases we can trace at least two additional turn
overs; and we believe a fair average is between one and two addi
tional transactions in copra, if turned into oil locally. This, at the 
rate of 1% percent, bulks large in the Government revenues, particu
larly if copra and oil prices are high . 
. We have also stated that, from the standpoint of the Government, 
the oil business is an aid to general business. This, of course, follows. 
We employ directly several thousand laborers. We employ indi
rectly many times that number. The shipping business, the rail
road, the transportation companies--all depend on copra for bulk 
cargoes. Bankers count on a certain amount of coconut-oil exchange 
and transfer of funds. The flow of trade from provinces to the mill
ing centers carries with it a general stimulation of business. 

Industrialization is at a premium in a land of raw materials. 
True prosperity commenced in the United States when it progressed 
from an agricultural to an industrial nation. The Philippines are in 
none too good a position to become highly industrialized, and those 
industries which it has been possible to build up should, therefore, be 
fostered all the more on that account. The additional money that 
stays at home in an industrialized product makes it possible for the 
Nation to increase its imports as it increases its exports. 

We have touched slightly on the value of the coconut-oil business 
to shipping. There are very few inter-island steamers which are 
not, occasionally at least, dependent on carrying copra cargoes. 
These cargoes are return cargoes and serve to make the round trip 
profitable. With copra not moving to the oil centers, it would be 
impossible to me.intain as good an inter-island distribution as is 
maintained, and outward freights would be prohibitive. 

Nor is local shipping alone interested in coconut oil. Foreign 
. steamers with tanks are able to obtain a good start on their home
ward cargoes in coconut oil, which provides a very respectable reve
nue from a commodity packed in the most economical space-space 
which it is difficult to use for anything but bulk oil. 

Copra cake and copra meal form bulk cargoes which stow well 
and pay reasonably. Passenger steamers which,in the nature of 
things, do not care to carry copra can, without hesitation, take oil, 
cake, and meal. Vessels making their terminus in the Far East· are 
very glad to obtain cargoes of oil and by-products as a nucleus for 
their return trip. 

Probably our hardest problem of salesmanship with your Commit
tee is to prove the value of the Philippine coconut-oil industry to the 
United States. Our best argument in this respect is economy of dis-



316 HEARINGS HELD BEFORE THE COMMITTEE 

tribution. Coconut oil, if produced in the United States, is readily 
available for requirements adjacent to the production centers. The 
farther away the customer, the higher the cost of transporting the 
product to him and the more he must consequently pay for it. There 
are three large' consumption centers in the United States: the West 
Coast, the Middle West, and the East Coast.' Each district can be 
well served by the mills adjacent thereto, but when consumption 
demands are greater in one section of the country than in another, 
then it is an expensive proposition to ship oil to distant destinations. 
In this situation, the Philippines is admirably located, because it 
can send oil where it is required and when it is required without 
substantial additional expense. Thus, the consumer in Philadelphia 
or Baltimore can be served, if necessary, as easily and at the same 
price as the customer in Boston or New Orleans; and the customer 
in Seattle, as well as the customer in Los Angeles. 

'Probably more important than the distribution of oil, however, is 
the distribution of cake and meal. For every 2 tons of oil produced,... 
a ton of meal must result. This meal is of such a composition that it:
is reasonably valuable as a cattle food. It is ordinarily not very good' 
for fertilizer or anything else. Farmers, particularly in the western 
part of the United States, are accustomed to use a balanced ration for 
their cows and other livestock, and in this ration they often like copra 
meal. If there is any drought or shortage in the United States, the 
demand for copra meal becomes heavy, particularly in the western 
part. If, however, there is no drought, there is less interest in this 
product. Most of the present oil mills in the United States are located 
on the West coast, and I suppose one of the reasons for this is the 
fact that the copra meal resulting from the oil can be more easily 
assimilated in the West than in the East. Probably, if new mills were 
to be erected in the United States, most of them woqld be in the east
ern part; then the problem of marketing their by-products without 
pulling down the prices of competing feedstuffs would be a serious 
()ne. The manufacturer of oil in the Philippines obviates this trouble, 
because the Philippines is in a position to export meal to the United 
States if the United States wants it; or, if not, to export cake to 
northern Europe, where there is always a demand for it. 

The law of supply and demand will regulate this. If the price is 
good, then the meal will go to the United States because somebody 
wants it; if the price is not so good, then it will go to northern Europe 
or somewhere else. Conceivably, of course, if copra can be shipped 
to the United States and the oil extracted there, the resultant cake or 
meal can be routed to Europe. Under existing freight rates, however, 
nobody could consider this an economical routing as contrasted with 
a direct shipment from the Philippines to Europe. 
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In the manufacture of 200,000 tons of coconut oil 100,000 tons of 
meal and cake are involved. If this oil were produced in the United 
States, the meal and cake would have to be disposed of; and this could 
be done only at the expense of domestic farm products. If an export 
surplus resulted, the selling price would presumably be regulated by 
the selling price abroad less transportation cOsts. By producing the 
oil here, the trouble is eliminated. . .. 

So many of our friends in their briefs are emphasj$g the addi
tional buying-power resulting from Philippine exports to the United 
States that we deem it unnecessary to touch at length on that point 
here. It is true, however, that in the case of coconut oil more money 
remains in the Philippines than would if the copra were exported. 
This additional sum must in some degree be reflected by additional 
buying-power here. 

What will be gained by theeliinination of Philippine coconut oil 
from the picture' In our opinion, nothing. Copra can still enter the 

'pnited States free of duty, and it can be manufactured there and sold 
. 'i>n the same basis as it can be manufactured and sold from the Philip

pines today. Even if all coconut oil were eliminated and the imports 
of copra from the Philippines stopped, it would not help matters, 
because other oils and fats from foreign countries can still come into 
the United States and give competition to local products. If all these 
oils and fats were eliminated as well, then the United States would 
find itself deficient. The United States must import a certain amount 
of oils and fats, and although domestic production is increasing, I· am 
sure everyone will agree that a great many years must go by before 
the United States will become self-sufficient for its entire requirements 
of edible and inedible fats. 

We believe we can fairly assume that the United States has nothing 
against coconut oil per ae. As we see it, the prejudice in the United 
States is against any product which will compete with domestically 
produced crops and result in lower prices. If, however, as we con
tend, the United States must import certain oils, should there be any 
objection if part of these imports consisted of Philippine coconut oil---.,. 
as good an oil as any of" them-brought in from the Philippine Islands, 
which the United States is anxious to see economically independent ~ 
We believe that the elimination of Philippine coconut oil would prove 
a futile gesture and that, if the facts were fully understood, there 
would be no more objection to coconut oil than there is to the many 
other oils and fats brought into the United States from all over the 
world, produced in countries for which the United States should not 
feel the same responsibility. .. 

Even as thirlgs are, Philippine coconut oil has lost a good deal of its 
position in the Ameri,can markets. For the four years prior to 1934, 



318 HEARINGS HELD BEFORE THE COMMITTEE 

coconut oil represented over 38 percent of the imports of vegetable 
oils into the UnIted States. In 1936 it represented only a little over 
23 percent. It can easily be seen, therefore, that the whole problem 
will not be solved in excluding Philippine coconut oil, but merely that 
additional impetus will be given toward replacing the coconut oil 
so shut out, by additional quantities of other oils. 

You have doubtless heard a great deal of babassu oil. The treaty 
with Brazil of !~~5, effective January 1, 1936, provided that babassu 
oil from Brazil shall come into the United States free of import duty 
and excise tax as long as the treaty holds good. This treaty, if not 
abrogated prior to July 1, 1937, will hold good until either country 
abrogates it with six months' notice; and, from all appearances, it will 
continue, because of its other equitable provisions, to be in effect for 
some years to come. Under these conditions, the babassu nut, pre
viously uneconomical, has become a most desirable article of commerce. 
It is stated that there are enough babassu nuts growing wild in 
Brazil to supply the entire oil-import requirem£'nts of the United 
States. The trouble has been largely in collecting them and cracking 
them, for the distances in Brazil are long, the transportation facilities 
inadequate, the labor supply ineffective, and the nuts very hard. 
shelled. For that reason, many have thought that the babassu-nut 
and -oil industry is very limited in scope. It may be, but it stands to 
reason that if the same margin of profit continues to be maintained 
in the babassu industry, it will be expanded for all it is worth. As 
a proof that the Brazilian Government is not unaware of this situa- . 
tion, we have recently received word that the State of Para. passed a 
law on December 17, 1936, extending special favors to a large company 
which is being formed to undertake large-scale C'xploitation of the 
babassu-nut resources of that State. This law contemplates the estab
lishment of two mills, each of 20,000 tons oil capacity per annum. 
With other States in Brazil expecting to do the same thing, it can 
readily be seen that the babassu-nut industry is in for expansion; 
and, if the profit is still there, it seems reasonable to suppose that 
transportation facilities can be supplied and labor and mechanical 
difficulties overcome. 

From an unimportant start in 1934 the babassu-nut industry has 
expanded to a point where in 1936 the importation into the United 
States amounted to 58,800,000 pounds and for the first six months of 
1931 American imports of babassu kernels amounted to 4.2,349,000 
pounds. In this instance, it almost seems as though the American 
Government is holding an umbrella over our competitor who is rapidly 
taking our business away from us. We cannot, therefore, view the 

.. babassu situation with any great equanimity. . . 
Now, to turn to the palm-kernel-oil industry. In the first six 

months of 1936 there were only 2,075,000 pounds of inedible palm-
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kernel oil and 3,774,000 pounds of edible palm-kernel oil imported 
into the United States· whereas for the first six months of 1937 the 
inedible palm-kernel oil amounted to 73,432,000 pounds and iIDports of 
edible palm-kernel oil amounted to 11,113,000 pounds. As for palm 

. nuts and palm kernels, in the first six months of 1936 imports amounted 
to 4,315,000 pounds, whereas in the.first six months of 1937 these 
imports totaled 41,376,000 pounds. 

The situation of the palm-kernel-oil and palm-oil producer is a very 
pleasant one. Most of the large mills producing these oils are equipped 
with their own plantations and, as such, are not dependent on the 
whims of markets but can tell with certainty the exact cost of laying 
their oil down in the United States from grove to buyer. Such being 
the case, they are able to sell their oil ahead for far-future position, 
which puts them at a. distinct advantage over coconut-oil mills, none 
of which own their own plantations but must depend on outside 
sources for their supplies of copra. Thus, Philippine mills cannot, 
without rank speculation, sell futures in the same manner as palm-oil 
and palm-kernel-oil producers, who often sell as much as a year ahead. 

Babassu oil is almost identical with coconut oil in composition, and 
palm-kernel oil is adaptable for most of the uses of coconut oil. Palm 
oil is a cheaper oil but can substitute in the lower grades of soap and 
in the edible uses. The competition of these oils, therefore, is a severe 
matter for the Philippines; and, while.babassu oil holds an immediate 
advantage in that it is free of excise tax, after independence and, in 
fact, after the export taxes come into effect, palm-kernel oil will also 
hold an advantage in that there is no duty on palm-kernel oil entering 
the United States if denatured and for inedible consumption only. 
. You will see that we are placing our main emphaRis on foreign oils. 

Oil produced in the United States from locally grown seeds is not so 
competitive because such oil is usually preferred and has greater 
usage than Philippine coconut oil commands. 

Much of the complaint against Philippine coconut oil is in its use 
in margarine. If you will check up the figures for the first six 
months of 1937, however, you will see that coconut oil accounted for 
only 20 percent of the oils and fats entering into American mar
garine-production, with a very large corresponding rise in cottonseed 
oil and soy-bean oil. Nor was all this cottonseed oil American
produced. A large part of it was imported from Japan, a3-cent duty 
on cottonseed oil being, in dollars and cents, no different from Il. 

3-cent excise tax on coconut oil. 
For margarine there ar~ countless other oils and fats available, 

and the elimination of coconut oil from the packet of margarine 
will spell no relief for the dairy farmer who feels that margaiin~ . 
forms Pirect competition for his butter. 
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In our brief we have stated that the domestic mills located in the 
United States will achieve no great benefit if the Philippine coconut
oil mills are put out of business. If coconut oil is to be used in the 
United States .in its present quantity-and there is no reason why it 
should not under the existing laws-then it is certain that additional 
coconut-oil mills will have to spring up in the United States, located 
near consumption centers, to take care of the balance of production. 
Thus, so far as the domestic mills are concerned, instead of competing 
here with us in the Philippines they will be competing with other 
mills located throughout ·the United States. Consequently, it should 
be more or less immaterial to the existing mills whether the Philip
pine coconut-oil industry remains in business or not. 

We now come to the question of the excise tax. Much has been 
said about this tax, and it has been generally asserted in a good 
many quarters that the excise tax has been a good thing for the 
Philippines because not only has it returned a vast revenue to the 
Philippine Treasury but also the price of copra to the producers has 
actually been stimulated since its passage. It is true that the price 
of copra has increased since the excise tax went into effect, but we 
strongly contend that this price-increase has occurred in spite of, 
rather than because of, the excise tax. Droughts in the United 
States, production shortages in the Philippines, and artificial limi
tation of American crops, combined with the return of prosperity, 
are responsible for higher prices-not excise taxes. Excise taxes on 
coconut oil cannot be responsible, for the price of copra since the 
excise tax went into effect is far less than the average price of copra. 
for a period of years prior to the imposition of the tax. There is no 
question but that without this tax the Philippine planter would be 
receiving more for his copra than he is receiving today. We have 
contended that, with the return to normal· crops and normal condi
tions and without the intervention of acts of God, the excise tax would 
depress the price of copra to a marked degree, and unless we are 
mistaken the tendency today is about to prove that fact. Copra, 
which in time of scarcity in January was selling for P230 a ton, is 
today selling for a little over :po80 a ton. 

In the very fair brief of the Cottonseed Oil Association,· it was 
stated that cottonseed oil requires the protection of the excise tax 
which, in the opinion of the association, has also worked for the wel
fare of the Philippines. It may be that cottonseed oil requires this 
protection. If so, the Philippine mills are willing to meet the cotton
seed mills half way. We do believe, however, that the cottonseed mills 
are wrong in their statement that the excise tax has, and inferentially 
will continue to have, a beneficial effect on the Philippine copra
producer. 

• See brief of the National Cottonseed Products Association, voL ill. 
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In the excise-tax law a 2-oont preference was accorded Philippine 
coconut oil as against coconut oil from other countries. This prefer
ence, it was thought, might give the Philippines a copra monopoly 
and thus enable prices to advance very considerably over those of the 
world market. The preference loses much of its force, however, 
when it is considered how many other competing oils and oilseeds 
carry an exciSe tax not to exceed 3 cents, which automatically limits 
the price to which copra can be raised. 

Early in 1931 the price of coconut oil was very high, owing both 
to shortage of copra from the Philippines.and to shortage of stocks 
in the United States. There was another reason for this high price 
and that was the hope of buyers that the excise tax might be de
clared unconstitutional. Once the tax was declared constitutional by 
the Supreme Court of the United States, the value of coconut oil 
sank appreciably more than the average drop in the inedible-fat 
group. As a matter of fact, these high prices early in 1931 were a 
bad thing for the coconut-oil industry in that they allowed foreign 
competing oils to sell American future requirements at a time when 
Philippine mills were not in a position to do so. 

As indicated above, Philippine coconut-oil mills, although they 
feel that prior to independence they are entitled to equality of treat~ 
ment with any other oil or fat produced under the American flag, are 
not insensible to the particular problems pressing certain domestic 
oils and fats, notably cottonseed oil, and if some arrangement can be 
made whereby coconut oil, if denatured and for inedible uses only, 
can be introduced into the American soap kettle, would be content 
to yield the preference to domestic oils afforded by the application 
of the excise tax for edible purposes. 

Provided something can be done about the export taxes, Philippine 
coconut-oil mills can go along pretty nearly as they are now until 
the coming of independence. After independence, however, what is 
the position in which we find ourselves! First, we will have a 2-eent 
duty, and that will surely put us out of business, if applied to o~r 
oil irrespective of usage. On top of that we face .the queation of ~x
cise taxes. Whether these taxes will be considered as 3 cents a pound 
or 5 cents a pound is still problematic, but if they continue in their 
present form they themselves will prejudice us severely in competi~ 
tion with more favored imports. We therefore find ourselves in a 
very peculiar and unenviable position in· that we are being eliminated 
from the picture almost unintentionally. We realize that legally we 
have no definite rights, but we feel that. morally we have rights; and 
we feel that our right is to be allowed, as a minimum, to supply part 
of the annual American deficiency of oils and fats on at least equal 
terms with any of our competitors. We are willing that this supply 
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shall be on a quota basis, if necessary; but we feel that there is just 
as much reason why we should send coconut oil into the United 
States as that Africa or the East Indies should send palm oil and 
palm-kernel oil; or Brazil, babassu oil. The 200,000 tons we are ask
ing for is not a big quantity, and where it comes from will make 
little difference in the American economy. It will, however, make a 
tremendous difference in the Philippine economy and to the oil mills 
here. 

The loss of our business will be one more obstacle in the planning 
of a successful independent Philippines and will be a definite step 
backward for this country. Once we lose our American market we 
have nothing to look forward to, because there are no other markets 
available for coconut oil produced in the Philippines. In general the 
European markets rarely import oil but prefer to do their crushing 
at home or to buy their oil, if any is required, from their own 
dependencies. 

To sum up, we do not believe the Tydings-McDuffie act contem
plated cutting out Philippine coconut oil. If it did, why were no 
provisions made to cut out copra as well W And if Philippine copra 
were to be cut out, why should not other fats and oils be eliminated 
as wellY We believe that Philippine coconut oil has been overem
phasized. We believe that it has a real place in American industry, 
and we are. anxious to retain that place for it. 

Again we assert that we do not wish to tread on anyone's toes. If 
the American farmer needs protection, we are willing for him to have 
it; but we do believe we are entitled to at least an even break as com
pared with any other fats and oils which the United States must 
inescapably import. 
If the relations between the Philippines and the United States 

after independence are to be governed by reciprocal trade agree
ments, which we think they might justly be, then we want our share 
of the preference in' any such agreement, which means the elimina
tion of all duties and a continuance of the present status. If there 
is to be no such agreement, then the least we should have is equality 

, with our best-favored foreign competitors. 
Philippine coconut oil is in a peculiar position. It is about the 

first industry to be affected by the terms of the Tydings-McDuffie act, 
and the effect will be to put it squarely out of business. It is the· 
first emergency call for the doctor. It is an industry economically' 
sound in theory and practice and is merely the victim of the vagaries 
of law. This, we believe, can be remedied to the great good of the 
industry and the Philippine Islands, without hurting any single 
American interest. We cannot too strongly urge upon your Commit
tee that our problem be given the consideration it deserves and the 
remedy it needs. 
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I am now ready to try to answer any questions which you may care 
to ask. On behalf of the Philippine Coconut Oil Mills, we request 
an opportunity to file a supplementary brief at a later date if it seems 
desirable to do so for purposes of clarification. 

Chairman MAcMUBllAY. I should have asked you at the beginning 
to sit down, because it is the practice of the Conimittee to be somewhat 
informal and the witnesses may be seated. Are you ready to answer 
any questions, Mr. Day' 

Mr. DAY. I will try, Sir. 
Mr. DORFMAN. Mr. Day, both in your brief and in your oral presen

tation, you have suggested that the Philippine crushers would like to 
have coconut oil, if rendered inedible, exempt from the excise tax. 
Did you have in mind (1) that coconut oil should be only one among 
a large number of oils and fats to be exempt from the tax if rendered 
inedible! Or did you have in mind (2) that only coconut oil, irre
spective of origin, should be exempt from the tax if rendered inedible 
or (3) that only coconut oil produced from Philippine copra should 
be exempt from the tax if rendered inedible' 

Mr. DAY. Well, when the Dockweiler bill was presented, that was 
supposed to apply to the Philippine oil only and would have given it a 
definite advantage over all other oils. But it must be remembered 
that before the excise tax went into effect we were supplying Philip
pine oil to the United States, and, rather than be prejudiced and put 
out of the picture entirely, we would be willing to compete with other 
oils on equal terms, which would mean that after independence, par
ticularly, we might not be able to ask for any special privileges for 
Philippine oil unless those privileges were based on some kind of 
reciprocal treaty or reciprocal agreement. Does that answer the 
question' 

Mr. DORFMAN .. I wonder if at this time the group which you repre
sent endorses the Dockweiler bill. 

Mr. D,n. Yes, we endorse it, naturally. 
Mr. DORFMAN. Failing the passage of which, would you endorse· a 

measure which would provide for the exemption of the tax on all oils 
rendered inedible, irrespective of origin ¥ . . 

Mr. DAY. Well, after independence comes, I do not see how we could 
fail to endorse it. . .... . 

Mr. DORFMAN. Prior to that ¥ 
Mr. DAY. Prior to that, it seems to me that there ~hould be some 

preference for the Philippines. 
Mr. DORFMAN. I would like to ask a question concerning a state

ment in your brief. On page 9, at the very end of the last sentence, 
you state I "With the mill competition removed"-and here you are . 
foreseeing the liquidation of the Philippine crushing-industry-''the 
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Philippine Copra-producer faces the loss of his best customers, which 
can only be refl~cted in lower average market prices for his products." 
Does that mean that in consequence of the mills' being located out 
here, the Philippine copra-producer receives a higher price than he 
would otherwise receive 9 

Mr. DAY. Yes, Sir; I think it gives him more. 
Mr. DORFMAN. If he receives a higher price than he would other

wise receive, does that mean the buyer pays a higher price than he 
would otherwis~ p_ay W 

Mr. DAY. Not necessarily, because the price advantage is reflected in 
several things. It is reflected in terms of service as well as in terms 
of cash. What might be of value to the copra-producer might not be 
reflected in a final higher price. 

Mr. DORFMAN. Would it not be inevitable, though, that if the pro
ducer gets a higher price for his commodity, the buyer must pay the; 
higher price and that if the location of the mills here makes for a 
higher price for copra, the removal of the mills would make for a 
lower price ¥ Would it not follow, then, that if the Philippine mills 
were liquidated, the price of copra would be reduced to the American 
buyers, assuming that this.statement of yours is correct! 

Mr. DAY. I think that probably it would be. 
Mr. DORFMAN. Then the consumers of copra in the United States 

would benefit in consequence of the mills being closed here. Is that 
right! 

Mr. DAY. I think they would. Somebody would be benefited. 
Mr. DORFMAN. You have also advanced the argument that if the 

crushing-industry were transferred from the Philippines to the United 
~tates, the result would be to depress the price of cake and feedstuffs 
in the United States and therefore injure the farmer who produces 
such products. IIi your brief, I believe you have stated that the in
dustry, if transferred to the United States, would probably locate 
either in the Gulf ports or along the A.tlantic seaboard. These areas 
are normally on an export basis in respect of cake, as you state in 
your brief, which means that the price of cake on the Atlantic seaboard 
must be the European price less the cost of moving the cake to Europe. 
Now, if through the liquidation of the mills in the Islands, the Islands 
lose their market for cake in Europe, could not the mills on the_ 
Atlantic seaboard and in the Gulf ports supply that same market 
without further depressing the price of cake in the United States" 
since the price is already on an export basis! . 

Mr. DAY. Well, possibly in theory that might be the case. But it 
seems to me that if we find that 100,000 additional tons of meal have 
to be moved, that is just so much additional competition. And it 
must also be remembered that copra cake is a low-priced cake as 
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compared with most other feedstuffs and does not command the same 
price, so it seems to me that it muSt be a drug on those markets. 

Mr. DoRFMAN. I am going to ask one more question, Mr. Day. It 
was not clear to me, from your brief, whether you felt that the 
American users of coconut oil bear most of the excise tax, or the 
Philippine producers. At the bottom of page 15, you state that the 
producer has obviously borne the brunt of these taxes through lower 
prices for his copra, and then in the second sentence of the next 
paragraph, you refer to the increase in the price of coconut oil which 
operated to make it too expensive for use in any but the most costly 
soap. 

If the Philippine producers bear the taxes-the whole of them
then the price of the oil would not be'increased at all. If the Ameri
can users bear the entire tax, then the Philippine producers would 
not be injured. What 'would you estimate was the percentage of th& 
tax borne by the Philippine producers! 

Mr. DAY. It is very hard to estimate the percentage of the tax. 
I do not think that anyone can estimate that with accuracy. But 
there is no question that the producers are taking a part of the tax. 
Just where the line is to be drawn, I cannot tell. 

Mr. DORFMAN. Would you care to estimate it roughly! Would it 
be in the order of 10 percent borne by the Philippine producers, or 
90 percent! 

Mr. DAY. I would think it might be about one half. 
Mr. DoRFMAN. Then it would not be fair to say that the Philippine 

producers of copra have borne the entire tax. 
Mr. DAY. I do not think we stated that. We said they have borne 

the brunt of the tax. 
Mr. DORFMAN. Thank you. 
Chairman MAcMURRA.Y. Are there other questions? 
Mr. WARING. Mr. Chairman, just one or two questions. First, Mr. 

Day, in regard to the price of copra. in the Philippines. Has it been 
affected at all by the 2-cent preferential given coconut oil crushed 
from Philippine copra' In other words, is Philippine copra sold at 
world prices, or do producers receive a price· premium as a result 
of the preferential in the United States market' 
, Mr. DAY. It depends on the competitive position of other oils in 

. the United States; that is, if the Philippines had a monopoly for 
';copra, and the United States could only buy copra to meet that mo
'nopoly, then naturally the Philippines would be in a position where 
they could get a substantial premium ranging up to 2 cents; but 
when the consumer in the United States can buy something else that 
suits him equally well, then that preferential is limited to the price 
at which he can buy the other commodity. 
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Mr. W AlUNG. It is true, is it not, that Philippine copra-producers 
must sell not o~ly in the United States market but also in foreign 
markets¥ 
- Mr. DAY. They do so sell. 

Mr. WARING. That is, they produce more than enough to supply 
the demand in the United States market at the present time' 

Mr. DAY. Ordinarily, that is true. 
Mr. WARING. Then, in order to sell that copra abroad, they must 

sell it at the world price. 
Mr. DAY. Yes, Sir. 
Mr. WARING. And consequently, as I understand it, the world prices 

tend to prevail in the Philippines. 
Mr. DAY. Yes, Sir. 
Mr. WARING. Therefore, the Philippine copra-producer receives 

relatively little, if any, of the advantage presumably granted by the 
preferential rate. 

Mr. DAY. It is our opinion that he receives practically no advan
tage from it. 

Mr. WARING. One more question. You stated in your brief that 
more than 50 percent of the coconut oil consumed in the United States 
is produced by Philippine mills, and then you pointed out that 
Philippine oil mills are buying more than one half of the Philippine 
copra crop. I wondered if you had in mind merely the Philippine 
copra destined for the United States, or the entire crop. 

Mr. DAY. I meant the entire crop, Sir. I have here the figures on 
that. They show that, for the past 4 years Philippine mills have, 
as near as we can figure it, bought 51 percent of the Philippine copra 
crop. They have exported and sent to the United States 41 percent 
and the exporters ,have sent in 31 percent, and the foreign business 
has been 18 percent. Included in the 51 percent, you see, we have 
also a certain amount of local trade to supply the needs of the coun
try; therefore when we made the statement that we were actually 
buying a little more than one half of the entire crop, we were correct, 
and when we made the statement that we wore importing into the 
United States more than one half, we were also correct. Do you 
care for those figures' • 

Mr. WARING. We would be glad to have them. 
(The following figures were then presented by Mr. Day:) 



ANALYSIS ~ COPRA PRODUCTION 

Jl:~. p"...., 1:.ir. p"...., Copra exports-forelgn _____________________________ 100,752 17 189,222 30 
Copra exports-to U. S. A __________________________ 208,001 35 153,484 24 
Coconut-oil exports-to U. S. A _____________________ 157,509 ____ 135,937 ___ _ 

1956 1958 
M. T. Per..,., M. T. Per"'" 

44,805 8 108,565 18 
208,095 35 182,523 30 
162,181 ____ 150,924 ___ _ 

At 60 percent-equal to copra _______________________ 262,515 44 226,562 36 270,302 46 251,540 41 
Coconut-oil exports-foreign________________________ 2,112 ____ 8,899 ___ _ 2,005 ____ 7,981 ___ _ 
Coconut oil-local consumption ______________________ 15,000 ____ 31,329 ___ _ 37,669 ____ 34, 534 ___ _ 

Total-coconut oiL __________________________ 174, 621 ____ 176,165 ___ _ 201,855 ____ . 193,439 ___ _ 
At 60 percent-equal to copra _______________________ 291,035 48 293,608 46 336,425 57 322,398 52 

Total 
M.T. P ...... , 

443,34. 18 
752, 103 31 
606,551 ___ _ 

1,010,919 41 
20,997 ___ _ 

118,532 ___ _ 
746,080 ___ _ 

I, 243, 466 51 
---------Total as copra ___________________________ . ___ 599,788 100 636,314 100 589,325 100 613,486 100 2, 438, 913 100 

Copra exports to U. S. A ____________________________ 208,001 44 153,484 .40 208,095 43 182,523 42 752,103 43 
Coconut-oil e·xports-as copra _______________ . _______ 262,515 56 226,562 60 270,302 57 251,540 58 1,010,919 57 

--- ----
470,516 100 380,046 100 478,397 100 434,063 100 1,763,022 100 

Basis: Reports oJ Collector oJ CustOmB, Manila, except local consumption; Reports oJ Leo Schnurmacher, Inc. 
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Mr. WARING. One more question. On page 16 of the brief, you 
state: "It is fu~her our belief that the imposition of these taxes 
has diverted our trade very largely from our normal market, i. e. the 
soap kettle, to the temporarily more, profitable edible market because 
coconut oil plus the tax has become too expensive for all but the most 
costly soap." Now, I wondered if it might not also be true that coco
nut oil was diverted into edible uses because the price of other edible 
oils rose more in proportion than did coconut oil. In other words, 
that coconut oil for-edible uses was one of the cheaper oils. 

Mr. DAY. Yes, that is true. 
Mr. WARING. Then the price of coconut oil, when compared with, 

that of other edible oils, was the thing that attracted it into edible 
uses, arid the emphasis might well have been placed upon the attrac
tion offered by the edible field. 

Mr. DAY. Yes, because the very fact that the edible market offered 
higher prices for coconut oil made it impossible for the soap kettle 
to compete. 

Mr. WARING. Thank you, Mr. Day. 
Chairman MAcMURRAY. Are there further questions ¥ 
Mr. DOMERATZKY. Mr. Day, on page 9, at the end of the first para

graph of your brief, you spoke of the $14,000,000 worth of capital 
invested in mills which would have to be liquidated on a scrap basis. 
Is it not quite possible that a good deal of this equipment would go 
to the mills in the United States¥ 

Mr. DAY. I would say, "No". It would not, for the reason that a. 
good deal of the local machinery is pretty old now, a.nd if I were 
building a. mill myself in the United States, I would not take very 
much of the machinery we have here at the present time. It would 
probably be better policy to put in modern plants in the United States, 
and I do not think that the scrap value of our plants here would be 
very much. That is not entirely true, because there are one or two 
mills here with a. certain amount of modern machinery which doubt
less would be of value. 

Mr. DOMERATZKY. I am speaking particularly of the mills which 
are owned by crushing interests in the United States. They probably 
would utilize the machinery. 

Mr. DAY. They would try to utilize their old machinery, if they 
could, but I don't think there would be very much they could utilize. 
The design of the mills here is such that it is not adaptable' for any 
kind of business except for crushing. 

Mr. DOMERATZKY. Another question. Speaking of babassu oil, you 
imply that the increased shipment of babassu to the United States is 
connected with the new trade agreement. At least I got that impres
sion. Well, as you know, the trade agreement did not change the 
situation in regard to babassu shipments in the United States; it 
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merely bound the' free admission before the duration of the agree
ment. Is it your idea that the increased stability. was responsible 
for the increased shipments' -, 

Mr. DAY. No, the increased shipments, according to my idea, were 
because the excise tax was imposed on the other oils. 

Mr. DOMEBATZKY. Yes, but the trade agreement did not make any 
change. 

Mr. DAY. I know that to be the case, but the fact of the matter 
is that, commencing in 1934 with coconut oil and many other im
ported oils paying 3 cents, babassu oil then had a definite edge of 
3 cents a pound; it took the babassumen a year or so to begin to 
develop, but, naturally, as long as they have their present advantage 
they will continue to produce it. 

Mr. RoUB. Mr. Day, from the first page of your brief we find what 
you consider as the fundamentals of Philippine-American trade rela
tions. You make the statement in the first paragraph that the trade 
relations between the United States and the Philippines, as estab1ished 
in the Independence Act, should not be altered; and in the second 
paragraph you complain that the export taxes will destroy the coco
nut-oil industry in-the Philippines. Therefore you request the elimi
nation of the export taxes. I would be very happy to hear an elabora
tion of the argument that you present in those two paragraphs to show 
that there is no inconsistency in your attitude. 

Mr. DAY. Mr. Roxas, I do not care to dodge any responsibility in 
this matter, but these fundamentals were made up by the Philippine
American Trade Association as what they considered the proper basis 
of future Philippine-American trade relations. They are not of our 
authorship; and while I may try to explain these things to you, I 
think it would be very much better if they should be explained by 
the representatives of the organization which compiled them. They 
requested every member submitting a brief to include them as a 
preface to the brief. In other words, this is not exclusively my per
sonal idea. 

Mr. RoUB. I wonder if the explanation that I shall attempt to 
make of these two paragraphs will meet with your approval; if I am 
not right, will you please correct me! 

Mr. DAY. Yes, Sir. 
Mr. RoUB. My understanding of your position is that, whereas you 

believe that the trade relations established by the Independence Act 
should not be altered to the prejudice of the Philippines, you feel that 
the provisions of the act which run counter to the evident purposes 
of Congress should be modified so as to make possible the accoml'lish
ment of those purposes. 

Mr. DAY. TJ:lat is definitely true. 
82709-38-voL 2--22 
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Mr. RoXAs. You stated before that you thought that Congress did 
not want to destroy the coconut-oil industry and at the same time giVEt 

other industries of the Philippines a reasonable time during which to 
adjust themselves. You therefore feel that the statement in para
graph 2 is a linlltation of the statement in paragraph 1 , 

Mr. DAY. I feel that the law itself stated that if there were in
equalities or injustices it would be possible to discuss them and per
haps iron them out; and it seems to me that, particularly in our own 
industry, there are- just such inequalities and injustices which would 
exactly meet with the provisions of the Tydings-McDuffie act. 

Mr. RoXAS. And you consider the export tax in its application to 
coconut oil as one of these inequalities or injustices' 

Mr. nAY. Yes, Sir, I do. 
Mr. RoXAs. And for this reason, you feel that the coconut-oil indus

try would be destroyed during the first two years of gradual impo
sition of this tax' 

Mr. DAY. Yes, Sir. 
Mr. RoXAs. Why do you make that statement, Mr. Day , You say 

that the margin of profit is small. Will you please elaborate on that 
point' 

Mr. DAY. Well, it is a very highly competitive industry, Mr. Roxas, 
and if we could average a profit of one eighth of a cent a pound, year 
in and year out, we would be very happy indeed. Now, then, if WEt 

are going to be assessed at the rate of one tenth of a cent the first 
year and two tenths of a cent the second year, we are definitely out 
by the end of, the second year. We would not be out if other people 
were in the same position; but the other people are not in the same 
position. 

Mr. RoXAs. But .you stated that your profit amounts only to about 
one eighth of a cent a pound. Is that failure to obtain higher profits 
due to inefficiency in your industry' 

Mr. DAY. No, Sir; it is a very fair profit; it is a very fair profit, 
indeed. We speak of an eighth of a cent a pound, but as you may 
know, we are turning out a great number of tons of oil, and that would 
make a very fair and reasonable profit. It is a question of how much 
can be turned over at that figure. As a matter of fact, if within 
reasonable limits we were not as efficient as other mills, we could not 
last very long. .And the reason that the six or seven mills that we 
have ill the Islands today are still operating is that they have met the 
demands of modern oil-manufacturing and are ableto compete 011 an 
equal basis. 

Mr. RoXAs. What percentage of your cost is represented by wages, 
Mr. Day' 
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Mr. DAY. I think we made the statement in our brief here that 90 
percent of the cost of a pound of coconut oil goes into raw materials. 
Of course that is a generalized statement, because it depends upon: 
whether the price of copra is high or low. If the price is high, then 
of course the percentage of manufacturing cost is decreased; if the 
price is low, then of course the percentage of manufacturing cost is 
increased. On the average, however, 90 percent goes into the cost of 
raw materials. The other 10 percent then is manufacturing cost, and 
of that 10 percent we have estimated that approximately 30 percent 
is labor. Now, then, if you take 30 percent of 10 percent, that makes 
3 percent of the total cost of a pound of oil as representing labor. 

Mr. RoXAS. Does the difference between the wages in the United 
States and the Philippines, which represents 30 percent of the manu
facturing cost, the total labor cost, is that sufficient to cover these 
export taxes' 

Mr. DAY. Oh, no, Sir. Do you mean to state that our labor cost 
is so much cheaper than that in the United States! 

Mr. RoXAS. I do not say so. I say the difference in wages. Is that 
sufficient to cover the export taxes! 

Mr. DAY. Oh, no. 
Mr. RoXAs. Can you give any reason why P~ippine coconut oil 

should pay tariff in the United States and competing oils, such as 
babassu and palm-kernel oil, should be exempted from the tariff or 
should be on the free-list! 

Mr. DAY. I cannot give any such reason now. 
(Mr. Day, on the request of Mr. Roxas, promised to furnish data 

on this subject. Such data will be fOIDld in a letter dated September 
20, 1937; see annex to these minutes, post, p. 350.) 

Mr. ROXAS. Do you know of any economic reason why coconut oil 
should be on the dutiable list and babassu oil and palm-kernel oil 
on the free-list? 

Mr. DAY. I can figure no reason for that. 
Mr. ROXAS. You feel, therefore, that the only reason why coconut 

oil is on the dutiable list is the effort to protect the coconut-oil-crushing 
industry in the United States. Is that the only reason! 

Mr. DAY. I think it goes back farther than that, Mr. Roxas. I 
think that when these tariffs were established, particularly the tariff 
on coconut oil-I do not know how far back it goes-but when it was 
established it was thought that we had im industry which needed pro
tection both in the United States and in the Philippine Islands. It 
was before there was any question of independence. Now, that duty 
has never been changed; it has never been touched. 

Mr. RoXAS. Did the Philippine mills take part in the campaign to 
obtain the imposition of that duty' 
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Mr. DAY. I think it was before most of us were around here, Mr .. 
Roxas. 
. Mr. RoXAs. One other questio~, Mr. Day. In answer to Mr. War
ing's question, you stated that Philippine copra is being sold in the 
United States at world prices. Is that true ~ is that correct ~ 

MI'. DAY. Mr. Waring's question was whether Philippine coconut 
oil was generally governed by world prices, was it not ~ 

Mr. ROXAB. Philippine copra. 
Mr. DAY. Yes,.and I said it was. The market value both in and 

uutside of the United States was governed by the value of other 
grades of copra. 

Mr. RoXAs. Therefore, the differential of 2 cents a pound given to 
coconut oil crushed from copra in the United States is not effective' 

Mr. DAY. I do not think it is worth much of anything. 
Mr. ELIZALDE. Mr. Day, if the margin of profit, as you say, is one 

eighth of a cent, how is it that you can pay higher prices for copra 
in the Philippines than in the United States! 

Mr. DAY. Well, we pay a better average price throughout the year, 
which is partly translated in prices and partly in services which we 
give to the customers and which, we believe, are worth money to 
them, such as credits and other things of that character. 

Mr. ELIZALDE. But you also get quality in your copra! . 
Mr. DAY. Yes, we get quality in our copra. We think it is a little 

bit higher in quality than can be obtained in the United States. 
Mr. ELIZALDE. In other· words, the higher prices really paid are for 

slightly higher-grade copra which would not really bring higher 
prices if exported but would bi'ing higher prices to you if manu
factured here! 

Mr. DAY. That i~ true, Sir. 
Mr. JACOBS. Mr. Day, in the first sentence of your brief it is stated 

that the brief is filed on behalf of the Philippine Coconut Oil Mills. 
Mr. DAY. Of all the coconut-oil mills. 
Mr. JACOBS. Do you mean all the coconut-oil mills in the Islands! 
Mr. DAY. They are all the substantial mills. There are two or 

three, with perhaps one or two exporters or something of that kind. 
I suppose they may be called mills, and they are mills; but these are 
the substantial mills doing export business. 

Mr. JACOBS. How many small mills are there! 
Mr. DAY. I would say two or three, or maybe four; but they are 

very small and mostly for local trade. 
Mr. JACOBS. On page 18 you list the mills which you are repre

senting. Will you kindly tell the Committee where they are located! 
Mr. DAY. Yes, Sir. The Philippine Refining Company, Incor

porated, which I represent, is located both in Manila and in Cebu. 
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lIr. JACOBS. Do you have mills both in Manila and in Cebu¥ 
Mr. DAY. We have mills in both places. Spencer-Kellogg is lo

cated in Manila, the Philippine Manufacturing Company in Manila,
the Cristobal Oil Mills in Manila, the Luzon Industrial Mill in 
Manila, and the last two also in Cebu. 

Mr. JACOBS. Could you give a general estimate of how many peo
ple are employed regularly or part time ¥ 

Mr. DAY. Well, it is very hard to tell exactly, but I would say-
you mean direct labor! 

Mr. JACOBS. Yes. 
Mr. DAY. I would say probably not in excess of 5,000 or 6,000. 
lIr. JACOBS. Between 5,000 and 6,000' 
Mr. DAY. Yes, Sir. 
lIr. JACOBS. Part-time and full-time employees! 
Mr. DAY. Well, the custom of the mills is to run full time for a. 

period of time, and then we shut down for a. while; then we start 
up again. We operate on that basis-let us say on a basis of 300 to 
320 days a year, and our men are working on this basis. 

Mr. PAREDES. Mr. Day, you are familiar, of course, with the mo
tives that led to the approval of the oil-excise-tax law in the United 
States. 

Mr. DAY. Yes, Sir. 
Mr. PAREDES. Do you believe that the reasons that then existed or 

that then led to the approval of this oil-excise-tax law still exist' 
Mr. DAY. Well, apparently, the reason is to protect the American 

farmers; the American farmers need more money for their crops. 
Mr. PAREDES. Is it correct that our oil competes with the American 

farm products to such an extent as to make it imperative that our 
oil should be discriminated against 9 

Mr. DAY. Well, of course, the American" farmers believe that, evi
dently. But we have not been able to reconcile ourselves to that fact, 
and we frankly do not believe it. We believe that the difficulty 
which arises from coconut oil has been very much overemphasized, 
and that coconut has been blamed for other conditions that contribute 
to the difficulties of the farmers. But at the same time. in our brief 
here we have not contended on that particular point. It is very con
troversial. And also you have received a. great deal of evidence on 

"that very question in the United States, particularly in " Washington. 
Personally, we do not believe that the American farmers are harmed 
at all. 

Mr. PAREDES. The Dockweiler bill takes into account the interests 
of the American farmers, and for that reason it levies tax on edible 
oil; is that it' 

Mr. DAY. Yes, Sir. 
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Mr. P ABEDES. Will not edible oil be just as competitive to Ameri
can interests as coconut oil ~ 

Mr. DAY. Weh, the main complaint in the United States comes 
from the dairy farmers. 

Mr. PAREDES; How about the fats, the garbage fats! 
Mr. DAY. Yes, from the garbage companies; but the garbage fats 

represent a pretty small proportion of the requirement of the soap 
kettle. The garbage trade has certainly profited from this, but this is 
not reflected back to the American farmers. 

Mr. PAREDES. Does the babassu oil have the same qualities as our 
coconut oil for manufacturing purposes! 

Mr. DAY. It is almost indistinguishable in character. 
Chairman MAcMURRAY. Are there other questions! 
Mr. YULO. Mr. Chairman. 
Chairman MAcMURRAY. Mr. Yulo. 
Mr. Y ULO. I just want to correct a wrong impression here. I 

understood all the time that the imposition of the excise tax in the 
United States was for the purpose of equalizing the production cost 
of American oil to our coconut oil; so the 3-cent tax is not really a 
difference of 3 cents a pound in the cost of production of this oil 
here and the American oil. 

Mr. DAY. I do not know the cost of production of American oil, 
but I do not believe there is such a difference as that. I believe that 
when this tax was placed on coconut oil, it was not only for the pur
pose of equalizing production costs, but at the same time to stimulate 
the prices of American oil. 

• Mr. YULO. Now, coming back to the fundamentals, in your brief 
I read in the last sentence of paragraph 1 that your position is that 
the trade relation jn the Tydings-McDuffie act should no~ be altered 
''to their prejudice". That means that you are not against the 
alterations of those provisions, provided that you are not prejudiced 
against. 

Mr. DAY. Yes, Sir, that is evidently true, that any alterations 
should be no less favorable than the present status. 

Mr. YULO. So that in the first paragraph you do not really object 
to any alterations at all! 

Mr. DAY. No, naturally not, if they are not prejudiced. 
(Here follows printed brief submitted by the Philipl>ine Coconut 

Oil Mills.1 ) 

Chairman MAcMURRAY. The next speaker will be the Honorable 
Maximo Kalaw, representing the Philippine Coconut Association. 

• See voL III. 
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STATEMENT OF THE HONORABLE MAXIMO M. KALA W, 
REPRESENTING THE PIllLIPPINE COCONUT ASSOCIA
TION 

Mr.KA.LAw. Mr. Chairman and Members of the Committee: I wish 
to explain first the reason for my appearance today. I appear not as 
member of the National Assembly but as acting president of the 
Philippine Coconut Association. This association covers practically 
all phases of the coconut industry, for we have in our midst indus
trialists as well as planters. Mr. Day, who spoke before me, is a mem
ber of the Board of Directors, and we have also men from the desic
cated-coconut industry. However, in as much as these various indus
tries presented their briefs which are now in the hands of the Com
mittee,l we have limited ourselves to deal chiefly on the coconut
planters' aspect of the coconut industry, although, as you will notice 
in our brief,t we did say something in general terms on the coconut
oil and the desiccated-coconut industry. 

Permit me to say a few words of the nature of our association. 
Although we represent the biggest single group of the Philippine 
population, being over four million souls, it is a very young asso
ciation; and it is different from the other bureaus which represent 
interests in the American Congress in that it is still a very poor 
bureau. We are just beginning to organize this big Philippine group 
which, if properly organized-the four million of them-would be 
quite a factor in Philippine economy and in other aspects of Philip
pine life. 

I am sure that the American members of the Committee who have 
traveled in the Philippines, especially those who are here for the 
first time, have marveled at the immense tracts of land that are cov
ered with coconuts and have admired the beauty of our coconut 
groves. We of the Philippines love them; our poets have sung 
praises of their grace; and our thinkers in the past have considered 
the coconut as a veritable life insurance,. as something that should 
provide for the family during the rainy day. In fact, our Filipino 
members here would probably recall the statement of our great 
thinker and philosopher, the late Dr. Pardo de Tavera, when he said 
that the coconut tree is the lazy man's tree. It is the tree, he says, 

,that retards' Philippine progress, for the simple reason that you just 
plant it and it grows almost by itself; and, then, when the fruiting 
stage comes it protects the family and insures a constant livelihood. 

We want to state that during the recent years, especially in view of 
the recent legislation that has been approved, more particularly the 
excise tax, we believe that this old faith of our forefathers in the coco-

• See voL nl. 
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nut and the statement of our thinkers that the cOconut tree is the tree 
that will give us -the umbrella during the rainy day, are all false. If 
the American members have been able to realize the vicissitudes and 
tribulations of the coconut-planters during the last few years, espe
cially because of the excise tax in operation since 1934, I believe that 
it will not take them long to see the justice of the plea of the coconut
men. 

We have stated in our brief the very apparent injustice of the excise 
tax that has been levied on the coconut. If we look at it from the 
standpoint of the burden of taxation, a brief study of the revenue of 
the Philippines for 1935, when we collected as internal revenues and· 
other incomes of the Government, including the excise tax, the sum 
of 102 million pesos, will show that 40 million pesos, or 40 percent, 
came from the coconut industry in the form of excise and other taxes. 
And we should bear in mind that if 40 percent of the income of the 
Government comes from this industry already poor in itself, we can 
see the utter helplessness of the industry in the hands of the Govern
ment. Of course, the trouble is that when our coconut-planters appeal 
to our Government, they are told : "Well, we did not pass this excise

·tax law, it was passed by Congress." Every time the buck is passed 
to Congress. But fortunately we have this Joint Committee of Fili
pinos and Americans, and I want to tell you that we expect a great 
deal from this Committee in ameliorating this sad condition of the 
coconut-planters. 

In one part of our brief we have stated that at times the amount of 
money that the coconut-planter gets from his product is much less than 
the excise tax the Government levies on it. 

I wish to invite your attention to the brief of my colleague, Mr. 
Day, which gives a: more detailed description of how this happens. 
On pages 27-29, the total amount of excise-tax collection of 48 million 
dollars from July 1, 1934 to 1937 has been given. As against it, it is 
true that the value of imports of copra and coconut oil amounted to 
57 million dollars. But after deducting the various expenses which 
will be found in detail in these tables, there is left a net value of copra 
to be produced here during these years of 44 million dolIars; in other 
words, 108 percent of the value of copra to the producer is reverted 
to the Government in the form of taxes. 

Now, my friends, I would like to call your attention to the fact that 
this kind of taxation is confiscatory. I believe that no other civilized 
nation would dare tax a product so heavily, unless it were a product 
like opium or cigarettes, which are in the way of luxuries. I dare say 
that no other civilized nation dares to tax a product of prime necessity 
and of edible value such as coconut at the rate of over 100 percent of 
its value. I may be wrong, and I would like to be corrected, if that 
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is not a very vicious practice on the part of the Government, wherever
the blame may be, we hope that this Committee will see to it that such 
an injustice is righted for the coconut industry. . 

We stated in our brief that, as prices now stand, at 8 pesos a family 
that is supported by 500 or 600 trees is having a terrible time-and 
you will be with me when I say that a great many of these coconut
planters are small property-owners; in fact, the figures of the Gov
ernment show that there are 800,000 families dependent on the coco
nut industry. A great many of these families own not even 5,000 or-
10,000 trees. A great many of them own only a small grove, in 2 or-
3 hectares, which was planted to coconut during the time when we 
had faith in the coconut industry. At that time, with 500 or 40() 
trees, you could raise a family and even send your children to high 
school. Now, with this price of copra and with this excise tax-I 
believe that this excise tax is taking away what should have been the 
profit of the coconut-planters-I maintain that a family which owns. 
600 or 500 trees and does not have some extra work can hardly make
both ends meet. In· the past few years, the people from the coconut 
regions, where coconut is the chief means of support, have gone
through all sorts of privation and almost half starvation. From the
figures that we were able to gather on the cost of production of the
coconut, in a study made in the Tayabas region, published in the
Agrictdtural aM /Mustrial Monthly, an investment of P'464 a hectare,. 
and of over P'2 a tree, brings the cost of production to Jl'5.60, and the
net income is only around P69.58 a hectare. Now, if you are with me 
that the majority of these Filipino planters own only 3 or 4 hectares. 
with 400 or 500 trees, and the number of trees per hectare varies from 
50 to 250, you will have to agree with me that the average income is. 
less than P'200 a year; this will not support a Filipino family which 
averages five in number. And that is the dire situation in which the
Filipino planter finds himself now. 

The other very serious grievance that the coconut-planter has is 
the prohibition in the excise tax that not one cent of this excise tax: 
shall be given as a direct or indirect aid to the coconut industry_ 
We want to compare it, for instance, with how the sugar industry 
has been treated, whereby, in spite of the fact that the Philippine· 

. ; Government has already spent, out of funds that should not have· 
been taxed, 40 million pesos to build the first sugar centrals, the sugar
people have been given benefit payments; and they were already in 
a much more prosperous situation. In contrast, the excise-tax law 
on coconut states that not one cent of it shall be given as a direct. 
or indirect aid to the coconut industry. 

In other words, after the Government has squeezed 40 percent of 
the collection as internal-revenue and excise taxes from the coconu~ 
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men, both industrialists and planters, there is this prohibition that 
not one cent of this. excise-tax collection shall· go as an aid, direct 
.or indirect, to the coconut-planter. We maintain that that is the most 
unfair deal the Government has even given any industry. 

Moreover, in the case of sugar, their excise tax is also applicable 
to American sugar, which makes a difference. The coconut-planters 
do not question the right of Congress to pass any excise tax. But 
we maintain that an excise tax, in order to be just and in accordance 
with the Tydings-McDuffie act, must be applicable to all oils of a 
similar nature. The excise tax on sugar applies to American and 
Philippine sugar alike. The excise tax on coconut does not apply to 
'Competing domestic oil. Of course, you may say there is a preferen
tial of 2 cents, but that has been discussed by my colleague, Mr. Day, 
who said that that does not give us a lot of benefit. What we pro
test against is that there are other oils that are admitted free of duty 
in the American market, and that domestic cottonseed oil, which is 
a competitor of the coconut oil, does not pay an excise tax. 

Now, there are other things that I should like to say. Another 
Teason why I wanted to appear even as a private citizen is that I 
think I have a moral duty personally, in as much as at the time when 
the people were discussing whether to accept or not to accept the 
Tydings-McDuffie act, which formerly was known as the Hare-Hawes
Cutting act, I, in my humble capacity, was quite busy trying to con
vince the people to accept it. I maintained then that it would not 
bring hardship to the people of the Philippines. You might say, 
'What has that got to do with the discussion we have at hand! It 
has a lot to do with it. When we accepted the Tydings-McDuffie 
act, it was with the understanding that the only limitation contained 
therein as to the Philippine coconut was the 200,000 long tons of oil. 
The rest would go free. Copra would go free to America. We ex
plained that to the people. In articles I tried to explain that, as a 
()oconut-planter, I believed that the Tydings-McDuffie act, formerly 
known as the Hare-Hawes-Cutting act, was good. It only limited 
.our oil to 200,000 long tons, which was acceptable to the oil people, 
and it gave no restriction to copra. Copra was to go free. 

The excise tax came as an amendment to the Tydings-McDuffie 
act. Through the excise tax we are squeezed 3 .cents a pound, which, 
as has been shown here, is sometimes more than the value of our own 
()opra or oil that goes to the United States. Therefore, at least so far 
as we are concerned-and I hope I express the views and sentiments 
.of probably four million people who have suffered through this 
-crisis-we believe that the first step in Philippine economy prepara
tory to independence is to right this wrong which has been done to 
the copra industry. We have stated here our recommendations that 
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in case the Tydings-McDuffie act continues up to the end of the transi
tion period, we believe that the excise tax should be eliminated, at 
least so far as the non-edible oil is concerned. We believe that the 
prohibition that the excise-tax fund cannot be used as an aid to the 
industry should be eliminated and that the export tax on oil and desic
cated coconut should also be abolished. 

I want to touch a little bit further on number 2, and why we be
lieve, at least, that the excise-tax funds should be allowed to be used 
as an aid to the coconut industry. I hope the gentlemen, especially 
the American members, have seen how our poor farmers prepare our 
copra. It is still being prepared in the most primitive way. Native 
copra is smoked through a small bamboo oven costing ~30 to. P'40~ 
making it rancid, blackish in color, and moisture-laden, so that when 
it reaches the market of the world it is quoted at the lowest price. 

Now, we insist that if the copra industry is to suffer so much 
through taxation by contributing 40 percent of its income, why should 
not the Philippine Government be allowed to help in the betterment 
of the copra industry by, for instance, financing copra-dryers all over 
the Philippines (just as the Philippine Government has financed the 
sugar centrals) so that, in case of independence and in case we have 
no preferential trade with America, we may be able to send our copra 
to the world market in as good a. condition as the Ceylon copra. or 
the Malabar copra' I believe that is not very much to ask of the 
Philippine Government, a government that has been so paternalistic 
and has helped other industries. Here is an industry on which four 
million Filipinos depend for livelihood; why should not the Philip-: 
pine Government help it' 

Now, Gentlemen, I will not take a lot of your time because there 
are plenty of other people who will speak. We believe, therefore, that 
as a first step in the formation of Philippine economics preparatory 
to independence, a better treatment of the copra industry should be
in order. We believe that it should be the first step~ We believe that 
to give the copra-people a little more money will mean that you give 
them more money to buy American goods. .And nothing, I insist, will 
do more for a. better economic and political relationship between the 
United States and the Philippines than a. fairer treatment of the 
copra industry, on which four million people depend. 1 thank you. 

Chairman MAcMURRAY. Are there any questions to be asked Mr. 
Kalaw¥ 

Mr. DORFMAN. Mr. Chairman, may I ask a. few questions! 
Chairman MACMURRAY. You may. 
Mr. DORFMAN. You made reference to the fact that the Philippine 

producers of copra. were "squeezed" 3 cents a. pound through thl! 
excisetu. ' 
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Mr. KAuw. I want to say that that is the general feeling. We 
believe that if that were not imposed upon us, the corresponding 
amount of money would be added. to the price of copra.; and while 
I agree with you that if you technically analyze it and see that some 
of it would go to the middlemen, roughly speaking it will add to the 
general price of copra. 

Mr. DORFMAN. Granting that, in the absence of the tax, the price 
of copra. would_b~ higher than it is, do you feel that it would be 
higher by the full amount of the tax ¥ 

Mr. KAuw. Probably not as much as that. There will be some 
other items. 

Mr. DORFMAN. About 90 percent' 
Mr. KAuw. I suppose so. 
Mr. DORFMAN. If that were the case, would you subscribe to the 

-view that the consumption of coconut oil in the United. States de
dined. because of the effect of the excise tax! 

Mr. I\ALA.w. Yes, most assuredly so, for the reason that, in view of 
the increase in the price of oil, concerns which used to buy coconut 
oil were forced to buy other kinds of oil that are cheaper. 

Mr. DORFMAN. Well, if the Philippine producer absorbed prac
tically all of that tax, why do you claim that the price of the oil was 
increased by approximately the amount of the tax' 

Mr. KAuw. Well, because we found that to be so, and I was 
"Worried myself as to whether, by going into other world markets, 
"We would be able to sell better; but I understand that at times during 
:this year there has been a great deal of copra. that was attempted to 
be sold, or was sold, to other countries than the United States. I do 
nOt have the exact figures. But in view of the fact that these dif· 
ferent countries have their own trade understandings with these 
eopra.-producing nations, you know it is not so easy to shift the 
ehannels of trade one way or the other at any time. 

Mr. DoRFMAN. Perhaps I have not made my question very clear. 
If the tax is 3 cents a pound, .and if the Philippine producers absorb 
:2%, cents of that, then the price of the oil to the American user in 
consequence of the tax is only increased by * of a. cent. Is that 
right' 

Mr. KAuw. Well, not exactly; If the coconut-oil producer buys . 
eopra. at a much higher price, the price here will be the price that will 
be current also in the United States. In other words, there is not 
-very much difference between the price of copra. sold in our local 
markets and the copra sold in America. I believe that the cost of _ 
production of copra will be higher,but, as I said, I am not very 
-familiar with the coconut-oil angle. 

Mr. DORFMAN. I was simply trying to present the views that you 
:stated. You cannot have the producers of oil absorb the 3-cent tax 
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and at the same time have the American consumers pay it--either 
they must divide or one or the other must pay it. 

You have mentioned in your brief under "Salient Points", on page 
7: "The excise taxes have not increased the production of American 
domestic oil but have greatly favored competing foreign products." 
Would you say that the American farmer did not get a higher prioo 
for the oil which he did sell in consequence of the tax, granting that 
he did not increase his production much! 

Mr. K.u.Aw. No, I think he did get a little higher price for his 
product. 

Mr. DoRFMAN. But not a very la.rge fraction of the 3 cents! 
Mr. lU.I.Aw. I cannot say that; but I think that they would geh 

some. But from the figures that we have, it does not show that they 
have materially increased domestic production. There might be other 
causes. 

Mr. DoBFHAN. Of course, the domestic producer could be benefited 
as much by an increase in the unit price as by an increase in the 
production, and I think that the unit price did go up in consequence 
of the tax. Did it not' 

Mr. K.u.Aw. Yes. 
Mr. DoRFMAN. Then it would not be fair to suggest that the do

mestic producer of fats and oils did not benefit in consequence of the 
excise-tax legislation. 

Mr. KAuw. It did not materially increase the production of do
mestic oil. That is borne out by the facts. However, that is only 
what we did say in our brief. 

Mr. W AJUNG. In the "Salient Points" of your brief, your first 
recommendation is: "That in case the Tydings-McDuffie act continues 
up to the end of the transition period the excise tax be eliminated,.at 
least in so far as the non-edible oil is concerned." If the excise tax 
were eliminated on non~ible oil, as proposed in one of the measures 
submitted to Congress, would it not be true that that would place 
Philippine coconut oil and copra in a stronger competitive position 
than it was before the excise tax was imposed! 

Mr. KAuw. I do not know how much stronger; naturally, it would 
better the situation a lot. 
. Mr. W AJUNG. My point is that the excise tax would remain on palm
kernel oil and some of the other competing oils, whereas it would be 
removed from coconut oil if rendered non-edible, and therefore the 
competitive position of coconut oil would be stronger than it was 

. ,before the imposition of the excise tax. 
Mr. KAL.&.w. So far as non-edible oils, yes. 
Mr. WAllING. Your position on page 8, no. 1, "That copra continue 

on the free-list in the United States and that no excise taxes which 
do not apply equally to domestic and foreign products shall be en- . 
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acted", would limit the power of Congress to encourage domestic 
industries by the'imposition of excise taxes, would it not 9 

Mr. KALAW. Yes, but these recommendations are submitted in con
sideration of what we all believed would be suggested here, the free 
entry of American goods into the Philippines. . 

Mr. WARING. What you have in mind more specifically is Philip-
pine products rather than all foreign products, is that correct ~ 

Mr. KALAw. All Philippine products! 
Mr. WARING. Yes. 
Mr. K.u.A.w. No; you see, this is a brief for the coconut industry, so 

we have not studied the aspect of the other products so much. I am 
not prepared to speak for other products. 

Mr. WARING. One other question. On page 10 of the brief, in the 
last paragraph, you state that "the place formerly occupied by the 
coconut oil before the imposition of the excise tax was not taken by 
domestic oil but by competing foreign oil, which pays just as much 
taxes as coconut oil, like palm-kernel oil and cottonseed oil, or which 
enters America duty-free, like babassu oil"-that is page 10, the last 
paragraph. Now, if the place of coconut oil in the United States 
market was taken by palm-kernel oil and cottonseed oil, which pay 
the same tax as does Philippine coconut oil, the same change would 
have occurred had there been no excise tax; is not that true ¥ 

Mr. KALAw. I do not think so, if there had been no excise tax. 
Mr. WARING. If they both pay the same taxes, that is, if coconut oil 

and palm-kernel oil and cottonseed oil all pay the same taxes, and there 
has been a shift in the amount or in the usage of coconut oil, would 
not the competitive conditions have been exactly the same had there 
been no excise tax on any of those three oils' 

Mr. K.u.A.w. Had there been no excise tax on any of the three oils¥ 
Mr. WARING. Yes. In other words, if the conditions were exactly 

as they were before the excise tax had been imposed, would not the 
same shifts have occurred ¥ 

Mr. KALAw. If there had been no excise tax on all the three oils, that 
is, palm-kernel oil, Philippine oil, and cottonseed oil, I think not so far 
as the edible o~ is conceli:ned, because most of these competing oils, 
except cottonseed oil, do not go in for the edible. I want to say I am 

- not an:expert in those things: I am more or less a layman on the 
general proposition. As to the other point, generally we expect-you 
see we are always harping on the theory that we protect American 
goods by "bringing them here free-we expect a certain amount of 
protection for the Phllippine products there as against foreign goods. 
That is our p:tp.losophy; that is our· stand. So that we expect, .as 
against foreign~ oil, $. little bit of protection just because we in the" 
Philippines also protect your goods without any distinction and with-

, out any liniitation whatsoever: That is our policy. 



HEABINGS HELD IN MANILA. 343 

Mr. WAKING. That I understand, but I thought that in as much as 
. all these oils bear the same t&:x:--

. Mr. KAI.Aw. No, because I understand that palm-kernel oil is 
~heaper-at least, the production cost is much cheaper. In other 
words, conditions being equal, some of these oils are much cheaper. 

Mr. WAKING. My point was that the cost of production would have 
.been cheaper whether there was an excise tax or not, and therefore 
the shift could scarcely be blamed on the excise tax. 

Mr. KAI.Aw. The facts are as we found them. I think that the brief 
on coconut oil states that the amount of decrease in the consumption 
of coconut oil in the United States is very apparent. I think that 
the figures would bear that out. Now, for instance, on page 25 of 
the brief of the Philippine Coconut Oil Mills,1 you will see that con
-sumption of coconut oil, compared to vegetable oils in the United 
States, was 36.08 percent in 1931; in 1935 it was 24.01 percent; in 1936, 
23.09 percent. And something similar has happened with respect 
to copra. Copra-consumption in America, compared to all oil-bearing 
seeds, in 1932 was 42.95 percent; in 1933, 40.45 percent; whereas in 

. 1935 and 1936 they went down to 23.92· percent and 21.43 percent, 
respectively, which supports our contention that the excise tax has 
taken away a good deal of the place of coconut oil in the American 
market. These figures are our proof. 

Mr. WARING. One final question. On page 12 of the brief you have 
the statement in the first paragraph under "The harm to copra.-The 
preferential tax of 3 cents, which applies to the oil content of copra 
sent to the United States, means no advantage to Philippine copra •. 
It is true that we sell now more copra to America than before, but we· 
are still obliged to sell in the world market; and we sell it in America 
at no price advantage over sales in the world market." That was the 
point which I asked Mr. Day, and I merely want to get your confir-
mation of it. .. ' 

Mr. KAI.Aw. Well, that is what we have said. As I ~aid, reading 
from the reports of some of the brokers this year, we were forced t<t. 
sell some copra to other than American markets. Those who will· 
appear after me and who know more about the expoI1 sid&-I do not 
eJaim I know a lot-I believe will bear me out; I think there have 
been recent exports of copra to European ,Ipal'kets. :-: ' 

Mr. WARING. In other words, then, the prices prevailin~ for copra 
in the Philippines are world prices' ' . 

Mr. K.u.Aw. I think so. That is also our conviction. 
Mr. YULO. When you stated here that you had campaigned among 

the people in order that they would accept the TydiAgs-McDuffie act 
or the Hare-Hawes-Cutting act, did you mean··!-o say also that you 

I See vol III. 
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accepted the export-tax provisions of those two laws as good for the 
country~ 

Mr. KA.r.Aw. Well, you know very well, the gentleman knows very 
well, that I belong to that group of Filipinos who advocated the ac
ceptance of the Tydings-McDuffie act. We accepted those imper
fections. I mean we knew that there were imperfections. But the 
final acceptance of the Tydings-McDuffie act took place when the 
President of the United States, in a statement made, I think, to Presi~ 
dent Quezon, said -that if there were imperfections in the act he would 
be willing to recommend those imperfections for correction; and I 
think that is one of our reasons for acceptance. 

Mr .. YULO. The salient point of your brief is to urge the elimina
tion of the excise tax on coconut oil and desiccated coconut. 

Mr. K.u.Aw. Precisely, based on the statement that if there were 
imperfections in the bill he (the President) would recommend the 
correction of such imperfections. 

Mr. YULO. Is it your opinion then, Assemblyman Kalaw, that the 
imposition of the export tax on our products would influence the 
price of copra in the Philippines ¥ 

Mr. K.u.Aw. I think so, because that will be on top of the excise tax; 
yes, naturally, the export tax will influence the price. of coconut 
products. 

Mr. YULO. That is notwithstanding the fact that copra enters the 
United States free of duty. 

Mr. KALAW. Copra enters free of duty. With reference to coconut 
I{)il, naturally. 

Mr. BENITEZ. In advocating the elimination of the excise tax, what 
is your attitude toward the foreign oil, that is, foreign coconut oil , 

Mr. KA.r.Aw. As I said, our philosophy is that in as much as we ac
cept all American goods free of duty we should be given a little pro
tection, even if it is against foreign competing oil. Naturally, we 
realize that the American concern would be to protect domestic oil 
first. But we maintain that, in view of the entry of American goods 
free of duty, in return we should be given protection against foreign 
competing oil, if not equal conditions, at least a little bit better. I 
think that is our philosophy. 

M:t:.BENlTEZ. Thank you., 
Mr. P ~ES. Dean, I wish you would state your position in the' 

Government and other business organizations for purposes of rec
ord. You were Dean of the College of Liberal Arts of the University 
of the PhUippines, was it not so ¥ 

Mr. KALA w. Yes, I was. 
Mr. PAREDES. And now you are a member of the National Assembly! 
Mr. KAI.Aw. Yes. 
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Mr; P ABEDES. And you were also a member of aneeonomio· associa
tion, a kind of association, we have here in the Philippines' 

Mr. K.u.Aw. I do not remember. 
Mr. PAREDES. An association of economists, a sort of association of 

Philippine economists. 
Mr. K.u.Aw. I do not recall. There are several here. I might have 

attended one of their meetings . 
. Mr. PAREDES. And you are a member of several business organiza-
tions' . 

Mr. K.u.Aw. Yes. 
(Here follows printed brief submitted by the Philippine Coconut 

Association.1
) . . . . 

Chairman MAcMURRAY. The next speaker is the Agusan Coconut 
Company to be represented by Mr. J. H. Alley, as general manager. 

STATEMENT OF MR. J. H. ALLEY, RE~RESENTlNG THE 
AGUSANqOCONUTCOMPANY 

Mr . .Au.EY. I will just make the statement that we have filed our 
brief 1 and we endorse the briefs of the Philippine Coconut OillIills 
and the Philippine Coconut Association.1 I have nothing further to 
add to them at the present time, but if there are any questions to be 
asked, I will be glad to answer them. 

Chairman MACMURRAY. Are there any questions to be asked of 
Mr . .Alley' .. 

Mr. DORFMAN. I would like to ask some questions. Is it your feel
ing that the greater part of the excise tax on coconut oil has beenh~rne 
by the Philippine producers of copra or by the American users of 
coconut oil' . 

Mr. Ar.t.EY. The question is theoretical. It is very dIfficult to specify 
exactly. To my mind the excise tax is exactly equivalent to putting 
the Philippines outside of the American tariff wall, and I cannot see, 
myself, why the Philippine coconut-producers have not borne all the 
tax. 

Mr. DOl!FJl[AN. If the Philippine producers of copra had borne' all 
the tax, then the price of coconut oil would not have gone' up jllthe 
United States at all in consequence of the tax, would it' 

Mr . .Au.EY. The price of oil is n()t dependent on the excise tax, but it 
is dependent entirely on the demand and supply. .. 

Mr. DOl!FJl[AN. I say, "in consequerice of the excise tax" .. If .the 
burden were entirely on the Philippine producers, the price would notl 
go up in the United Stli.tes,would it!· . 

• See voL III; see also annex 2, polt, p. 352. 
82109-38-voL 2-28 
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Mr. ALLEr. That depends on the other oils and the prices of other 
oils in the United States. 

Mr. DORFMAN. Perhaps I am not making the question clear. I am 
not concerned, for the moment, with the net result of all the factors 
which affected the price of coconut oil but merely with the effect of 
the excise tax on the price of the oil. Now, if we could isolate that 
factor, would you feel that the tax was borne by the Philippine pro
ducers or by the American consumers ~ 

Mr. ALLEr. I do not think that it can be isolated. 
Mr. DORFMAN. Is it your feeling, granting that it cannot be isolated, 

that the Philippine copra-producer, if there were no tax, would now 
be receiving the equivalent of about a cents more than he receives~· 

Mr. ALl.EY. The price of oil in the United States is dependent on 
crop conditions, on curtailment of production, and on duties and excise 
taxes. Now, the price of coconut oil has been the result of all those 
forces. If one force is taken off, it will make a change, but how much 
change, I cannot say. 

Mr. DORFMAN. A moment ago you referred to the excise tax as being 
the equivalent of a tariff duty. 

Mr. ALu:r. Yes. 
Mr. DORFMAN. The United States has been on a net-import basis 

with respect to oils and fats in recent years. So long as the United 
States is on a net-import basis with respect to fats and oil, would you 
expect the prices in the United States to be above the world prices' 

Mr. ALLEy. It would be world prices plus the transportation cost to 
the United States; that is, the difference between that transportation 
cost and other transportation costs. 

Mr. DORFMAN .. What about the tariff duty' 
Mr. ALLEY. Plus tariff duty. 
Mr. DORFMAN. Does it mean that the price in consequence of the 

excise tax-which is the same asa tariff duty-is a cents above the 
world price' 

Mr. ALLEy. As I said, the price in the United States is dependent 
on so many factors that to take one factor as responsible for making 
the a-cent difference would be difficult. 

Mr. DORFMAN. What effect has the tariff duty on the price of coconut 
oil which is imported into the United States' 

Mr. ALu:y. I only know that, other things being equal, the price 
of coconut oil is today 3 cents less than it would be if there were no 
excise tax on Philippine coconut oil. 

Mr. DORFMAN. I believe you said a moment ago that you cannot 
isolate the effect of the excise tax; and now you say that in the absence 
of the excise tax the price would be 3 cents difference. 



HEARINGS HELD IN MANILA. 347 

Mr . .ALLEY. I made that remark in respect of the general excise ta.x 
on all oils. 

Mr. DoRFIiAN. You feel then that the Philippine copra.-producers 
have been the principal bearers of the tad 

Mr. A.u..Ey. I do. 
Mr. WAllING. In your brief, on page 6, you refer to the fact that 

palm oil is free of duty if used in the manufacture of tin-plate but 
that it has an excise tax of 3 cents a pound for other uses. Now in 
the use of palm oil in tin-plate, is it competitive with coconut oil; in 
other words, is coconut oil used in that way at all t 

Mr . .Au.Er. No, it is not, so far as I know. I may also state that 
there is not a great amount of palm oil used for that purpose. 

Mr. W AlIlNG. And then on page 7, near the top of the page, you say: 
"In 1936, for the first time, the imports of palm oil were greater than 
the imports of coconut oil. This is another discrimination against the 
Philippines in favor of foreign countries producing a. competing 
product." Now, what I was at a loss to understand is how it could be 
a discrimination against the Philippines, if to all intents and pur
poses, for similar uses, the two oils bear exactly the same tax. 

Mr. ALLEY. If you read the third sentence in that paragraph on page 
7, we said: "The first year in which the export tax is levied, palm oil 
will be in a preferred position for any use and palm-kernel oil if dena
tured." That is, the Philippine coconut oilwill ha.ve to pay the same 
excise tax and will have to pay also the export tax. 

Mr. WAllING. That is true; you refer to the export tax and not to 
the fact that palm oil had increased in importation. I see. I just 
did not understand that point. 

Mr . .Au.Ey. I mentioned that for the reason that imports of palm 
oil have increased very greatly in the United States at the present 
time. It is not a small item. 

Mr. RoUB. Mr. Alley, being the owner or manager of one of the 
largest coconut plantations in the Philippines, may llisk if it is pos
sible for you to determine your cost of production per ton of copra. 
or per picul ! 

Mr . .Au.Ey. I worked out a table some time ago. From an average 
of the costs of production of four large plantations,. those costs 
amounted to P'6.54 per 100 kilos in 1934. That was at a. time when 
labor costs were very low. A large share of the cost of producing 
copra is the cost of labor. It is almost entirely labor on the small 
plantation, and on the large plantation it is a. great share. And labor 
costs at that time were about the minimum for Filipino laborers to 
exist. . ... . 

Mr. RoUB. Does this cost include interest on your capital invest
mentl 
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Mr. Au.Ey; It includes 6 percent interest per am.nwm on an average 
of 5 pesos per tree. . 

Mr.· ROXAB. About what size of plantation or ho~ many trees were 
there on those plantations upon which you have based this estimate ¥ 

Mr. ALLEy. I should say approximately 250,000 tret'-s. 
Mr. ROXAB. On each plantation ¥ 
Mr. ALLEy. On the four plantations. 
Mr.· ROXAB. Do you think . that the same estimate of production 

cost would apply -to plantations of smaller size, say with 1,000 trees 
or 5,000 trees, or would it be more or less ¥ 

Mr. ALLEy. The cost of production of copra on small plantations 
is theoretical only ... There are no practical figures that I know of 
for it. In general, I believe the large plantation can operate more 
economically than the small one.· Many small plantations are owned 
and operated by one family and they have no costs. That is, they 
live on their plantation-if they get a little more money they are 
able to live a little bit better; if they have less money they have to 
curtail what they consider. their . necessities. The Bureau of Com
merce made some studies of the cost of production in different 
provinces and the estimates vary from a low of t"2.98, which I con
sider absolutely impossible-that is the only one less than nearly 
P5.00-to a high of MU8 per 100 kilos. 

Mr. ROXAB. These are the figures of the D~part.ment of Comm!)rce 
of the Philippines' 

Mr. ALLEy. Yes, the Bureau of Commerce, I believe. I am not cer
tam whether it is the Bureau of Commerce or the Statistical Division 
of the Department of Agriculture. 

Mr. -ROXAB. Your estimate of il'G.54 per 100 kilos, Mr. Alley, takes 
into consideration what wages to the laborers' 

Mr. ALLEy. Probably a minimum wage of about 30 to 40 centavos_ 
a day. 

Mr. ROXAB. You say that this is the minimum wage. What would 
be your average wage from this calculation' 

Mr. ALLEY. Most of it is on the minimum basis. 
Mr. ROXAS. What percentage of your production cost is represented 

by your labor cost ¥ 
Mr. ALLEy. It is difficult to state. I should say 30 to 40 percent. 
Mr. ROXAB. In the manufacture or in the conversion of the coco· 

nut into copra, what percentage would be represented by the labor 
cost' 

Mr. AI.LEY. On this statement the cost of production was 80 cen· 
tavos, that was of labor per 100 kilos. 
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Mr. Rous. Do you have the quotation for today of the price of 
copra, Mr. Alley! 

Mr. Aurr. P'8 to P'8.25 per 100 kilos, Risecada, Manila. 
Chairman MAcMURRAY. Are there further questions! (No re

sponse.) Thank you, Mr. Alley. 
(Here follows printed brief submitted by the Agusan Coconut 

Company.1) 
The Cooperative Coconut Products, Inc., was listed as the next for 

hearing this morning, but I have received during the hearing a letter 
dated September 15, 1931, stating in part: 

.As we already presented our -brief 1 to the Committee, which, in our opinion 
fully covers the points we desire to be given consideration, we beg to Inform 
you that we do not propose to make any verbal statement at the hearing to be 
held today. 

So we come next to the Philippine Desiccated Coconut Industry. 
We have no indication as to who are their representatives, but it has 
been requested by the Committee to send a representative in order to 
answer certain questions. Is a representative present' 

(No response.) 
Is there present anyone representing the Philippine Desiccated 

Coconut Industry, in response to the request of the Committee to 
send someone to answer certain questions' . 

Mr. K.u.Aw. Mr. Chairman, I received a note here stating that 
they are satisfied with the mere presentation of a brief. At least one 
of thepl wrote me here that their brief will answer any question that 
is propounded. . 

Mr. DORFMAN. I may say, Mr. Chairman, that they volunteered to 
appear to answer questions concerning the briet'and ,were requested 
to appear for that purpose. 

(Here follows printed brief submitted for the Philippine Desiccated 
Coconut Industry by the Franklin Baker Company of the Philip
pines et oZ. 1 ) 

Chairman MAcMUBRAY. In the absence of an appearance on their 
part, that concludes our hearing for this morning and the· Com
mittee will resume its hearing tomorrow morning, at the same place, 
at 9 o'clock This morning's hearing is therefore adjourned. 

(Thereupon, at 11: 30 o'clock a.m., an adjournment was taken until 
Thursday, September 16,1931, at 9 o'clock a.m.) . . 

I See voL III. 
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Annex 1 
:PHILIPPINE REFINING COMPANY, INC. 

Cable address: PHILBECO 
General office 

1035 Isaac Peral, Manila, P. I. 

MANILA, September !Oth, 1937. 

The Honorable MANUEL ROXAS, 
Joint Preparatory Committee all. 
PhiUppine Affairlly. 
Manila, P. 1. 

DEAR Mr. RoxAS: 
One of the important questions addressed by' you to me Wednesday morning 

when I was appearing on behalf of the Philippine Coconut Oil Mills was whether 
the lower-labor cost in the manufacture of oil in the Philippines as contrasted 
with the labor cost in the United States might not be sufficient to counteract the 
export taxes. My answer to this question was "No". You asked me if I would 
elaborate this statement by letter. 

It has been generally asserted that, on the average, raw-material costs form 
approximately 90% of the cost of a pound of oil, that labor costs form approxi
mately 30% of manufacturing costs, and that consequently labor costs account for 
approximately 3% of the total cost of a pound of oil. These, of course, are aver
age figures, for with manufacturing costs stationary and copra costs going up 
and down, the percentage of manufacturing cost must increase or decrease in 
line with the market price of oil. 

A check of last year's results at this plant showed a labor cost of slightly 
over 3%, which, on last year's average oil prices, worked out at very slightly 
over ~ cent U.S.C. per pound. This represents direct labor. If we should add 
certain ,outside services, most of which are peculiar to Philippine mill operation, 
the labor percentage might increase from 30% to nearer 40%, but this would 
make a relatively small difference in the total labor cost per ton of oil. 

It is our belief that direct labor costs per ton of oil in the United States are 
not substantially above these figures. We recognize the fact that the unit labor 
cost in the United States is considerably higher than it is in the Philippines, 
but as an offset to that we assert that we require more laborers in the Philip
pines than are used in American mills. We further believe that the mills in' 
the States are more highly mechanized than the mills here, due in part to the 
very fact that unit labor costs in the United States are higher than those in the 
Philippines. 

In view of the above, even on the assumption that labor costs in the United 
States may be higher than in the Philippines, if there is only ~ cent involved 
in total, there cannot be enough difference to account for even the first 1/10 cent 
of export taxes. 

The story does not end there, however. It is our contention that while we may 
have some slight advantage in the matter of direct labor cost, we are at a 
disadvantage in other items entering into manufacturing costs. Our pOwer costs 
are undeniablY higher in the Philippines than in the Unit.,d States. Machinery 
and replacement costs are high here, because of the transportation costs involved 
and because of the necessity of keeping a much fuller supply of spare parts and 
equipment than is necessary in the States where access to manufacturers may be 
had on short notice. In view of the class of labor we are employing, greater 
and more expensive SUpervision is necessary. These items, we think, very 
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largely serve to connteract any labor advantage we may bllve, and this was the 
opinion ot tbe Tariff Committee when it Investigated milling costs both In the 
United States and the Philippine Islands in 1932 (see U.S. Tariff Commission 
Report No. 41). Of course, we cannot with Ilssurance speak tor today, but, in 
our opinion, since that time the situation has not changE'd appreciably. This 
point, however, Is one which cannot be definitely determined without a direct 
and Impartial comparison ot manufacturing costs such as was undertaken in 
1932 by the Tariff Commission. 

I think it will be plain to you, therefore, that in view of the comparatively 
small percentage Involved, there is nothing in the picture which would indicate 
that the Phlllppines, trom a manufacturing standpoint, can absorb export taxes 
tor the ftrst year, to say nothing of subsequent years. ' 

There Is another question you asked me, which I sbould like to amplify. 
When I mentioned an average proftt ot ;S cent U.S.C. per pound of oil, you 
asked me it this small proftt resulted trom the comparative inefficiency of tbe 
local mills. I replied that a profit ot "" cent a pound is a good volume profit in 
a highly competitive business, and further that the mills operating in the Pbilip
pines are obtaining results comparable with any elsewbere. As a matter of fact, 
so keen is the competition in this business that any mill failing to extract tbe 
mu:imum oil from the copra at a competitive manufacturing cost cannot live 
today. A small variation In extraction percentage and any excessive cost will 
soon take away whatever proftt there is in the business. We cannot say wbat 
average proftt the oil mills located in the United States are making, but we 
should Imagine tbat they, too, would be well satisfted it they clear"" cent per 
pound on the coconut oil they produce. Mill results must vllry to a small degree, 
and, of course, some mills are more efficient In certain departments than others. 
This difference, however, cannot be very large either way, for if the advantage 
were particularly great, then tbe efficient mill would be rapidly increasing its 
business at the expense ot the others, and it the disadvantage were sufficiently 
great, then the Inetllcient mill would soon drop out of the picture. As it is, most 
of the mills are holding their relative positions, which would seem to indicate 
a comparatively balanced condition. 

Furthermore, the fact that there bas not been over 4% variation in the past 
four years In the percentage ot imports of oil trom Philippine mills as contrasted 
with domestic manufacture from Philippine copra, would certainly seem' to 
demonstrate that not only are the mills in eacb group on a par but that there is 
little it any difference between etllclency and costs of the two groups--otherwise 
there would be a decided trend one way or the otber. Shipping costs, we may add, • 
are nicely balanced so that there is practically nothing to choose between shipping 
copra to the United States as such and shipping the resuUant oil and meal. 

I trust that this Information may give you clearer answers to your questions 
than I was able to convey at the hearing. 

Sincerely yours, 
KENNETH DAY, 

General Manager. 
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Annex 2 
J. w. FERRIER 
A'I.'TOBNEr AT LAW 

702-706 Insular Life Building 
Manila, Philippine' Islands 

M..um.A. P. L, September 10, 1937. 

The JOINT PREPABA'1'ORY CollKl'rrEll: ON PHII..lPPINE AwAlBS, 

Legislative Building, 
Manila, P. 1. 
GENTLEllEN : 

On behalf of and in representation of the Balabagan Coconnt Estates, Inc., and 
the Caillangan Plantation Company, both corporations, the first controlled by 
American capital and the second by Filipino capital, I have the honor to say that 
such companies endorse in principle and generally, the statements and contents 
of the brief submitted to your honorable body by the Agnsan Coconnt Company.' 

In this connection, permit me to say further that as an American citizen who 
came to the Philippine Islands under a promise made by the American Govern
ment which was never fulfilled, either in my case or in that of some fifty others 
who came on the same boat with me and most of whom are still here, either in 
the cemetery or trying to make a living, I believe all of us, and I am certain 
that the majority of us now living, are of the opinion that we who came to the 
Islands at the request of our Government and to do its bidding, are entitled to 
as much consideration, even though we have remained here, as are those bWC8 
in the United States who insist that the United States should get out of the 
Orient. To give us this protection, it will be necessary that some trade relation 
exist between the United States and the Philippine Islands. That such a rela
tionship mutnally advantageous to both countries and to the inhabitants of each 
can be made, I am more than satisfied. I am, further, of the opinion that such 
an arrangement should be made in a spirit of fairness and equity and without 
taking into consideration politics, either here or in the United States. There is 
nothing to be gained in the long run by a present political advantage. It is to 
the future to which both parties should look. 

I personally see no' reason why the United States should withdraw from the Far 
East, unless the people there have become such complete pacifists that they 
desire to imitate Korea and become a hermit nation. I do not believe the United 
States or the people thereof, in their sober senses, are ready to assume this 
position or to permit themselves to get into such a condition. All nature shows 
that living is a constant fight, ,and the only thing that happens to the paci1lst 
is his ultimate destruction. In my opinion, the United States should stay in the 
Far East and insist upon all its rights in that region, not alone for itself but for 
each and every one of its citizens. A proper trade relationship between the 
'United States and the Commonwealth of the Philippines will, in my opinion, 
prove an aid to this end. ,It will certainly give us a friend here in the shape of 
the Filipino people, the only Christian nation in the Far East. 

I might pursue this theme at greater length, bnt I presume yon gentlemen 
have heard it before and will probably hear it many times more. Nevertheless, 
it is, I believe, a sound principle and one to which you should give the greatest 
consideration. 

Very truly yours, 
J. W. FEBIm:a 

• See voL In. 



PROCEEDINGS OF SEPTEMBER 16, 1937 
MORNING SESSION 

SENATE CHAMBER, LEGISLATIVE BUILDING, 
. MANu.A, PlIILIl'PINE ISLANDS, 

Thwrsday, September 16, 1937. 

The hearing before the Joint Preparatory Committee on Philippine 
Mairs was resumed at 9 o'clock in the morning. 

Present: 
The Honorable J. V. A. MAcMURRAY, Ohai'rman; 
The Honorable JOBi Ym.o, Vice Ohairman; 
Mr. JOSEPH E. JACOBS, Vice Ohairman; 
Mr. CoNBADO BENITEZ; 
Mr. LoUIS DOMERATZKY; 
Mr. BEN D. DORFMAN; 
Mr. JOAQUIN M. ELIZALDE; 
Colonel DONALD C. McDoNALD; 
The Ho~orable QUINTIN P ABEDES; 
Mr. CARL B. ROBBINS; . 
The Honorable JosE E. RoMERO; 
The Honorable MANUEL ROXAS; and 
Mr. FRANK A. WARING. 

Chairman MAcMURRAY. Before taking up the proceedings' this 
morning, may I remark that there has been very considerable com
plaint that.in yesterday's hearing there were very few who could hear 
what was being said either by the witnesses or by the members of the 
Committee questioning~ Now, therefore, I ask that both witnesses 
and members of the Committee have that fact in mind and, perhaps, 
be particularly careful to speak loudly and distinctly in the hope that 
their voices may carry alittle bit farther in the room. 

We have scheduled for this morning the Confederation of Sugar: 
cane Planters, but a letter has been received that they will be repre
sented this morning, not by those previously announced but by Mr. 
Jose Mirasol; the Philippine Sugar Association to be represented by 
Mr. Alunan and the Honorable Harry B. Hawes; the Johnson-Pickett 
Rope Company and the General Manufacturing Company to be rep
resented by Mr. John T. Pickett and Mr. Alfonso Z. 8y Cip, respec
tively j and the Manila Tobacco Association to be represented by 

353 
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Mr. Manuel V. Gallego, Mr. Carl Timmerberg, Mr. Tomas Fernandez 
de Castro, Mr. Antonio Escamilla, and, ~dditional to. those announced, 
Mr. Philip S. Frieder. 

May I first call upon Mr. Jose Mirasol, on behalf of the Confedera
tion of Sugarcane Planters. 

Mr. Mirasol, you may be seated. 
Mr. MlRABOL. Thank you, Sir. 

STATEMENT OF MR. JOSE MIRASOL, REPRESENTING 
THE CONFEDERATION OF SUGARCANE PLANTERS; 
INC. 

Mr. MIRABOL. Mr. Chairman and Members of the Committee: In 
our brief 1 we have explained as fully as we can the position of the 
planters in our sugar industry. However, thinking that the members 
of the Committee might need some explanation on points which, in 
the brief, may not have been explained clearly or that they may bring 
up points which we failed to discuss, we requested the privilege of 
appearing before this Committee. I shall therefore limit myself to 
answering questions, if there are any, regarding points brought up 
in our brief; otherwise, we will forego the privilege of oral Btat~
ment. 

Chairman MAcMURRAY. Mr. Mirasol is foregoing the making of !\ 

statement supplementary to the brief, but is prepared to answer ques
tions by the Committee. Are there any such questions' 

Mr. WARING. Mr. Chairman. . . 
Chairman MAcMURRAY. Mr. Waring. 
Mr. WARING. I have just one or two questions, Mr. Mirasol, in con

nection with your brief. 
Mr. MIRA SOL Yes, Sir. 
Mr. WARING. On page 16 of the brief, just before subdivision 3, you 

conclude a sentence by asking that the Tydings-McDuffie act might 
be amended so as to permit the free access to the American market 
indefinitely of the 800,000 long tons of Philippine raw and the 50,000 
long tons of Philippine refined sugar. Do you have in mind the 
bontinuation of free trade in sugar alone or in all commodities both 
during the Commonwealth period and after the Philippines become 
independent 9 

Mr. MmABoL. We are speaking here only for the sugarcane-planters 
and, therefore, we had to limit our discussion of the subject on the 
planters' interests. As I said, we are representing the planters, but 
if we have to have a say for the other interests that are affected by 

1 See vol. III: Brief submitted under the Spanish title of the organization: 
Confederac16n de Asociaciones y Plantadores de Caiia Dulce, Inc. 
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the economic provisions of the Tydings-McDuffie act, we certainly will 
also advocate the same treatment that we are asking for sugar. 

Mr. W ARINo. That means that you are advocating the continuance 
of free trade even after independence' 

Mr. MuwIoL. Yas, Sir. 
Mr. WARING. Do you realize that that would be a decided depa.r

ture from the usual practice and policies of the United States in 
regard to its trade' 

Mr. Mm.a.soL. I know, but we are not sure whether we will have 
independence in 1946 anyway. That is my point of view, our point of 
view. We may have independence, but it may not be absolute and 
complete. 

Mr. W AlUNG. The provision of the law now grants independence 
in 1946. 

IIr. IfmAsoL. Well, the way I look at it is that the law is not a 
unilateral law: it is a bilateral law. The United States may not 
grant complete and absolute independence at all. 

Mr. WARING. Another question. On page 17 of the brief you are 
discussing the cost of production of Philippine sugar as compared 
with that of Cuba, and you point out that the cost of Philippine 
sugar exceeds that of Cuban sugar by ~o of a cent. 

I beg your pardon, Mr. Chairman. I have a wrong brief. 
Mr. :MmA80L. I was wondering. We do not have that on page 17 

of our brief. 
Mr. WAllING. That is my error. I still have a question, Mr. Chair

man. I think I have the correct brief now. 
On page 26 of your brief you point out the variation in cost depend

ing upon whether or not the landowner is also the planter and culti
vates his own land, or whether the land is leased to a second party. 
In view of that statement, would not the competitive position of 
Philippine sugar be improved and the cost of production reduced if 
the lessees were eliminated from the sugar-production picture ¥ 

IIr. 1fmA.80L. Yes, Sir, but how to eliminate the lessee is the next 
question, and I may call your attention to the fact that I think about 
more than 60 percent of the planters in the Philippines are lessees. 
In Negros alone about 70 percent of the planters are lessees. Now. 
eliminate the 70 percent of the planters and think what would happen 
to social conditions. 

Mr. WAllING. On the next page you make the point that the planter 
takes certain risks in regard to the weather in the production of his 
crop and that if he is adversely affected he suffers losses, while the 
centrals merely forego profits. 

Mr. MIRASOL. Yes, Sir. 
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Mr. WARING. Is it not true that the centrals also have certain fixed 
charges, certain definite expenses, which exist regardless of whether 
they mill sugar or do not mill sugar, and that if they mill a reduced 
quantity of sugar they may also suffer losses ~ 

Mr. MIRASOL. Not to the extent that the planters will suffer. 
Mr. WARING. Again on that page you point out that the cost of 

fertilizer is borne by the planters and that if his crop is increased the 
benefit is shared with the central. 

Mr. MIRASOL. Exactly. 
Mr. WARING. Is it not also true that if the central spends money for • 

improvements in machinery which, for example, may increase the 
quantity of sugar obtained from the cane, the expenditure would be 
advantageous to the planter ~ 

Mr. MIRASOL. In a way, yes, but since the planters bear all the 
fertilizer bill, we think that the proportion of cost incurred is greater 
to the planter than to the central. 

Mr. WARING. That is in the case of fertilizers ~ 
Mr. MIRA SOL. Yes, in the case of fertilizers. 
Mr. WARING. But in the case of improvements in machinery, for 

instance, the entire cost will be borne by the central? 
Mr. MIRASOL. Yes, we know that. 
Mr. WARING. On page 29 you point out that the labor in off seasons 

is used for cultivation, for clearing off weeds, for the repair of roads 
and bridges, and for the reconstruction of ditches; and then you state 
that all this tends to raise the cost of production but that it has to be 
done to help the laborers. Is it not true that a great many of those 
things would have to be done in any case, as they are normal expenses 
for maintenance of the plantation? 

Mr. MIRASOL. Not necessarily, Sir, because many of those kinds of 
work-for example, like cultivation-can not be done very often; 
but, in order to give tlw laborers work, they have to be done as often 
as possible. Take, for instance, weeding. Certain weeds can be 
allowed to grow without affecting the growth of the sugarcane, but 
they are pulled up and killed because certain planters, not wantmg 
to leave their laborers without any work, may employ them for kill
ing the weeds in the fields. In this case, expenses are practically 
unnecessary . 

Mr. WARING. But the substantial part of that work would have to 
be done. You will have to repair your roads, bridges, and ditches, and 
so on? 

Mr. MIRASOL. Yes, but a large part of that work is not necessary 
at all. 

Mr. WARING. Now, on the bottom of page 31 and at the top of page 
32, you refer to the rigidity of the contract between the planter and 
the central and to the fact that it is a long-term contract and that its 
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terms cannot be varied. Is the same thing true concerning the rela~ 
tionship between the lessee and the landlord' 

Mr. MIRA801. It is not trut! because the leases . are usually only for 
6 years. The leases are usually for 6 years, and, at most, when a 
lessee is a relative of the landowner, maybe 10 years; but the average 
length of ordinary leases is 6 years. 

Mr. WARING. So that there is more llexibility in that contract than 
that with the central! 

Mr. MIRAsol. Yes, there is more llexibility. 
Mr. WARING. Now, on page 36 you point out that as the export 

taxes increase, until they become %, or lh of a cent a pound, the 
increase will be rellected in a reduction in prices and that the planters 
will be the heavy sufferers! 

Mr. Mm.uiOL. Yes. 
Mr. WARING. Is that not also true in the case of the centrals, that is, 

that their shares of sugar will be taxed equally ¥ 
Mr. MmASOL. Not so much, I think, with the centrals; because, as 

we have pointed out here, the planters have certain disadvantages, 
which result in their income being greatly reduced. 

Mr. WARING. You feel, then, that while they would have the same 
taxes, it would bear more heavily on the planters! 

Mr.1tfmAsoL. Yes. 
Mr. WARING. Now, on the next page, at the bottom of the page, you 

mentioned that if the export taxes are enforced-
Mr.1tfmAsOL. What page is that' 
Mr. WARING. At the bottom of the page, page 37, you mentioned 

that if the export taxes are enforced, you will have to reduce the 
number of laborers during the off-season and increase the mechani
zation of work on the plantations. 

Mr. MmAsoL. Yes, Sir;. 
Mr. WARING. I wonder why, if you could reduce costs by the 

mechanization of work on the plantation, you have not done so 
already. 

Mr. MIRASOL. Why! Because we have to take care of our labor 
population. The labor population is uppermbst in the minds of 

. the planters. In ease the. income of the planters is reduced, the 
planters will be forced to resort to economy; and the first thing they 
will have to do will be to reduce the number of laborers during the 
cff-season and increase mechanization of plantation work. 

Mr. WARING. Do you believe that cost could be reduced by the 
mechanization of plantation work! 

Mr. AfmASOL. Yes, Sir, to a certain extent. 
Mr. WARING. One fulal question. On page 39, first part of. the 

page, you stated that "the sugar industry cannot compete with that 
of Cuba with her low production and shipping costs either under the 
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quota system or in the open market if the sugar marketing control 
is discontinued". 

Mr. MmAsoL. Yes. ·.t • 

Mr. WARING .. From the standpoint of the United States, if that 
statement is true, would it not be more beneficial for that country to 
acquire its sugar from the country with the lowest cost of produc
tion and therefore obtain either a lower price or higher duties! 

Mr. MntASOL. Yes, Sir, that is true. 
Chairman MAtJMUllRAY. Are there any further questions! 
Mr. DORFMAN. At the bottom of page 7 in your brief you give the 

figure 1,980,000 as the number of persons dependent...on the sugar in
dustry, and you quote as authority for that figure the Report of the 
United States Tariff Commission. You reproduce in your brief the 
same table that was contained in that report, except that you do not 
have in it a footnote stating that the figures were based on estimates 
supplied by the Philippine Sugar Association. 

Mr. MmAsoL. That is an omission for which we apologize. 
Mr. DORFMAN. So the figures which you present are not those 

which the Tariff Commission represents as accurate, but rather those 
which the Philippine Sugar Association so represents ¥ 

Mr. MIRAsoL. Yes, Sir. 
Mr. DORFMAN. In arriving at that estimate, the Philippine Sugar 

Association calculates that for every person working in the sugar 
industry there are five dependents, !lO they multiply by six the num
ber of persons actually employed to arrive at the total number 
dependent on the industry. Do you believe that for every person 
employed in the sugar industry there are five others dependent upon 
him 9 

Mr. MntASOL. From actual experience, the way we are running 
the plantation, in Negros, for example, there are more than five 
actually dependent on a laborer. The laborer may have a. family of 
six or seven, but as a. general average we may accept this figure. 

Mr. DORFMAN. If the laborer has a family of five or six, would 
that mean that if he works on the plantation no one else in the family 
works on it! 

Mr. MntASOL. If the children are small, how can they work¥ 
Mr. DORFMAN. Could he not possibly have a. brother, a father, or 

a son who might work! 
Mr. MntAsOL. The oldest son, about 14, may work-not necessarily 

as a plantation laborer but as a. guard for cattle and carabaos. 
Mr. DORFMAN. What would be the average size of the family of 

these people' 
Mr. MmABOL. I am going to cite my own case, on a. small planta

tion; the family consists of husband and wife with five children all 
below 10 years. 
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Mr. DoBFJUN. Do you have any families with children over 10 
years' 

Mr. MmABOL. Yes, we hllvl!.' In such case, children over 10 years 
help their father and mother, if they are out of. school; but if the 
children are in school, how can they be of any help' 

Mr. DoRFlllAN. Would not there be many families that have children, 
say, 18, 19, or 20 years old who could help' 

Afr. MmASOL. When they are 18 or 19 they are married and they live 
independently from their folks. 

Mr. DORFlllAN. Well, at least, when they start out as married people 
we will assume that they do not have five or six dependent children, so 
would not that average be a little too high ¥ 

Mr. MmASOL. Maybe, but we accepted the figure as being reliable 
because it has been produced" by men who are supposed to be"authori
ties on the subject. 

Mr. DORFlllAN. Thank you. 
Mr. Yux.o. When you speak about leases, do your lessees in Negros 

have any permanent improvements wmch are introduced by the 
company! . 

Mr. MmABOL. Yes; for example, houses and quarters for laborers; 
the bridges they built over small creeks, and also roads, plantation 
roads. 

Mr. Yux.o. What would be the proportion of their investment in the 
plantation that they work compared to the value of the land! 

Mr. MmAsoL. That I cannot answer right off, because we have no 
figures on that. But I think I can give you a little information on that. 
A planter having a quota of 3,000 piculs, we figure, has an investment 
in improvements worth about ~5,000. 

Mr. Yux.o. Are not most of those improvements already on the land 
when the lessee takes the land over! 

Mr. MIRASOL. They may be there, but they have to be repaired and to 
be taken care of. 

Mr. Yux.o. What is the usual procedure in these leases, in turning 
over the land' 

Mr. MIBASOL. Usually, all the improvements are left with the land
owner. 

Mr. YULO. How about the work animals' 
Mr. MmASOL. It depends on whether the lessee wants to quit plant

ing sugarcane, in which case he sells them to the owner of the planta
""tion or to others who might need the work animals. 

Mr. RoBBINS. Mr. Mirasol, do you own the land on which you pro
duce sugar!' 

Mr. MmASOL. Yes, Sir. 
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Mr. RoBBINS. What would you consider a fair market value per 
hectare for a typical piece of land in your plantation at the present 
timet 

Mr. MmAsoL. I have recently bought a piece of land having a quota 
of 138 pic~and it is 5 hectares altogether---costing me P'2,000. The 
quota now is the basis for transaction in certain districts. That is, if 
the land is bought with a quota, the price is as high as 19 pesos per 
picul, including the land. 

Mr. ROBBINS. Now, this land, if I understand correctly, costs about 
:P'400 per hectare with the quota right! 

Mr. MmASOL. The quota right was 138 piculs, but we bought the 
land, not precisely for the quota-because it is a small one-but for the 
rice land. 

Mr. RoBBINS. That does not exactly tell me what I wish to figure 
out. What would be a fair market value for land used for sugarcane 
exclusively! 

Mr. MIRAsOL. If it is used for sugarcane exclusively, the market 
value would run as high as P'l,OOO per hectare. 

Mr. RoBBINS . .If . for any reason, the production of sugar should 
become non-profitable, how much loss would be incurred in its market 
value; what would that same land be worth in the open market for the 
production of some crop other than sugar' 

Mr. MIRASOL.. 100 to 150 pesos per hectare. 
Mr. RoBBINS. So that you would lose P'850 to P'900 per hectare in 

your investment' 
Mr. MmAsoL. Yes. 
Mr. ROBBINS. If you were unable to produce sugar, what crop would 

be the most profitable to plant on your land! 
Mr. MIRASOL. W~ll, perhaps legumes and the fruit trees. 
Mr. RoBBINS. Now, what does that difference in market value repre

sent! The land may be worth P'l,OOO per hectare for the production 
of sugar, but only P'100 to P'150 for the production of the next most 
profitable crops. What would this difference represent! 

Mr. MmAsoL. It represents the free market for our sugar in America. 
Mr. RoBBINS. Would you say that it represents the capitalized ex

pected future profits from the sugar-production as compared with 
capitalized expected future profits possible from other crops that· 
could be produced' 

Mr. MIRASOL. It may be interpreted in that way. 
Chairman MAcMURRAY. We cannot hear very well the questions and 

answers here. 
Mr. RoBBINs. I was merely asking, Mr. Chairman, what the differ

ence in the market value of land used for sugar and used for other 
most profitable crops represents, and he indicated his belief that the 
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differential in values represents the capitalized additional profits of 
the sugar crop. 

Mr. MnwoL. Maybe so .. 
Chairman MAcMUlUlAY. Any further questions for :Mr. Mirasol' 
Mr. Rous. Mr. :Mirasol, when you stated that independence may not 

come in 1946, were you expressing a situation which was within the 
realm of possibility, or were you expressing the pious expectation of 
a few people, or were you assuming that that was the probability! 

Mr. MmAsoL. Within the realm of possibility. 
lli. RoXAS. In other words, you stated, if I understood you cor

rectly, that you thought the political question of independence was to 
be decided not merely by the Filipinos but also by the United States. 

Mr. MIIlA80L. Exactly, Sir. 
Mr. RoXAS. And you stated that the United States might change its 

mind on the matter. Is that what you intended to say! 
Mr. MmAsoL. Yes, or the Filipinos themselves might change their 

minds too. We do not know. It is still eight years hence, and we 
can never tell what is going to happen. 

lli. RoXAS. But you do not mean to imply that the present Inde
pendence Act does not definitely provide for independence in 1946! 

:Mr. MIRA80L. Yes, it does so provide. 
lli. RoXAS. In other words, if the present law is not modified, the 

Filipinos will become independent in 1946. 
A-Ir. MIRA80L. Most likely. 
Mr. RoXA&. Will you tell me if the sugar-planters are managing 

their plantations, having in mind independence in 1946! 
Mr. lIImA80L. Some of them, at least, are making investments in 

other industries. . 
Mr. Rous. In other words, if I understood you correctly, all the 

sugar-planters in the Philippines have in mind that independence 
will come in 1946 and that, upon the advent of independence, pref
erential trade with the United States will stop; is that correct! 

Mr. Mnu80L. We do not know anything about preferential free 
trade yet. 

Mr. RoXA&. But under the provisions of the Independence Act, is it 
not true that preferential trade would stop in 1946' 

Mr. Mnusox.. Do you mean the present limited free trade ! Yes, it 
would stop. We know that. 

:Mr. RoXAS • .Are the sugar-planters doing anything to readjust their 
farms and their production costs so as to meet the changes that are . 
outlined in the Independence Act' 

Mr. MmA80L. Some of the planters who are at the same time land
owners are trying to diversify their crops. Some of. them, for ex
ample, are planting coffee and other fruit trees; but since the majority 

82109-88-voL ~24 
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of our planters are lessees, why, any improvement of that kind which 
they would put on their farms would be useless to them, so they ar& 
practically doing nothing toward that end. 

Mr. ROXAS. Do you mean to imply that the planters are not doing 
anything to reduce their production cost on the sugar plantations ~ 

Mr. MIRA SOL. We have been doing that all along by introducing 
new varieties of cane, but the varieties of cane that we have here now 
under cultivation probably are not the variety" that would reduce 
production cost to the point that our sugar could compete with that of 
other sugar-producing countries in the open market. 

Mr. RO:KAs. But just the same, are the planters doing everything 
that they can to reduce their production cost ¥ Are they, or are they 
noU 

Mr. MmASOL. They are. 
Mr. ROKAS. When you stated that through the introduction of ma

chinery in the plantations you could reduce your labor cost, what did 
you really mean W What kind of machinery would you introduce to 
reduce labor costs beyond those that are now being used on the most 
efficient plantations ¥ 

Mr. MIRABOL. Why, tractors and cultivators; these would eliminate 
labor, a large part of the work done by hands. 

Mr. RoXAS. Do you mean to say that the large plantations are not 
using tractors ¥ 

Mr. MmASOL. They are using them, but not to the extent that they 
should, because they do not want to throw out the laborers from their 
plantations. 

Mr. RqXAs. In other words, they refrain from introducing more 
machinery because they do not know what industries, if any, might 
absorb the laborers" that would be turned out from these plantations' 

Mr. MmABoL. Yes, Sir. 
Mr. RoxAs. To what degree can you reduce labor costs, if you 

introduce more machinery' 
Mr. MmAsoL. That we have not figured out, because actually most 

planters have not thought of that. They think, first of all, of the 
laborers that are depending on them. 

Mr. RoXAs. What size of plantations do you think might be able 
to introduce machinery ¥ Do you think all the plantations, even 
those that are only 5 or 10 or 15 hectares' 

Mr. MmAsoL. No. But from a 5,OOO-picul quota, a planter may use 
a tractor; but a small planter might use a tractor by hiring it from 
other planters who have tractors. Actually, there are certain places 
where-centrals, for example, which are running a plantation of 
their own-the planters are hiring tractors from the centrals. 
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lIr. RoXA&. Would that imply that the big plantations would have 
more tractors than they actually need, in order that they may hire 
these tractors to other plantations' 

lIr. lIDlA80L. Not only more tractors, but more mechanical culti-
vators. 

lIr. RoUB. But you cannot state to what degree labor costs could 
be reduced' 

lIr.lImAsoL. I cannot because we have not figured it out. 
lIr. RoXAS. Now, what percentage of the sugar produced in the 

Philippines is produced on plantations with a quota of more than. 
4),000 piculs' 

lIr. lfmAsoL. About 12 percent, I think. 
lIr. ROXAB. With more than 5,000 piculs' 
lIr.l.I:mAsoL. Yes, Sir. 
lIr. RoUB. In other words, 88 percent of the sugar produced in 

the Philippines is produced on plantations with a smaller quota and, 
therefore, according to your testimony, if I understood you correctly, 
the planters could not introduce more modern and more efficient 
methods of machinery except so far as they might be able to use 
machinery acquired by the larger plantations. Is that correct' 

lIr. lImA80L. Yes, but the result of that would be this: That the 
small plantations and their quotas will be absorbed by the bigger 
planters, and then we will have a concentration of the benefits of the 
industry in the hands of a few. 

:Mr. RoXA&. And do you want that! 
lIr. :MDlASOL. We do not want that. 
lIr. RoXAS. Do you make the assertion that the introduction of 

more efficient methods would necessarily bring about a concentra
tion of plantations into fewer hands' 

lIr. lfmAsoL. I think so. 
:Mr. RoXAs. Why' 
lIr. MnusoL. Because if our sugar will have to compete with a 

lower-production-cost sugar in American and in other markets, the 
small planters whose costs of production are much higher than those 
<>f large planters would have to be eliminated. The lessees also will 
have to be eliminated. Then, we will have the problem of unem
ployment, not only of lessees and small planters but of a large num
ber of laborers. 

lIr. RoXAe. Is the system of leasing land for the sugar-production 
so well established in the Philippines that the lessees may not be 
-eliminated without disrupting the whole system' 

Mr. lInw!oL. So well established that I do not know how it can 
be eliminated without disrupting the social system. 
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Mr. Rous. In other words, the landowners do not cultivate their 
own land but lease these lands to other people who produce the 
sugar~ 

Mr. MIRASOL .. Yes, although I have stated in the beginning that we 
have also many landowners who are planters at the same time. 

Mr. Rous. Is that a system that has existed in the Philippines 
for many years! 

Mr. MIRASOL. Since I came to my age, that is the system that I have 
known, not only ill Negros and Panay, but also in Luzon, where I 
have been. 

Mr. Rous. Does that system prevail within the sugar industry 1;() 

the same extent or, approximately, to the extent that it prevails in 
the rice industry¥ 

Mr. MmAsOL. I cannot answer that question, because I do not know 
much about rice these days. 

Mr. Rous. But you said that about 70 percent of the plantations 
in Negros are cultivated under the lease system. 

Mr. MIRASOL. About 70 percent are lessees, yes. But not 70 percent 
of the plantations, because a plantation may be divided into several 
small units leased to different persons. 

Mr. Rous. Do you mean to say that 70 percent of the sugar pro
duced in Negros is produced on farms that are leased from their 
owners! 

Mr. MIRASOL. No. 70 percent are lessees. Now, their production 
may not be 70 percent of the total crop. 

Mr. Rous. Do you have any figures to show how much sugar is 
produced by this 70 percent who are lessees ¥ 

Mr. MIRASOL. Do you want to know how much sugar is produced by 
this 70 percent who are lessees ¥ 

Mr. RoXAs. In the island of Negros, for example, you said that 70 
percent of the planters are lessees. Now, what percentage of the 
sugar produced in the whole island of Negros is produced by this 70 
percent who are lessees' 

Mr. MIRASOL. I cannot give the figures right offhand, but I think I 
have·figured that out somehow; however, right now I cannot produce 
the figures because I do not have·them here. 

Mr. Rous. I think it would be very convenient for the record if 
we could have those figures later on, in order to complete your tes
timony. 

Mr. MIRABOL. I will see if I have the data right here in Manila; 
they might be in N egros. 

Mr. ROXAs. Now, these lands that are now worth P'l,OOO per hectare 
planted to sugar with a quota, will you tell us how much these lands 
were worth before the establishment of the quota, after they had been 
planted to sugar ¥ . 
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lIr. lfmAsoL. Referring to my own case, I suppose. 
lli. RoXAS. No. I am referring to sugar lands in general. I would 

like to make my question more clear. You stated that today a hectare 
of land with a quota is worth on an average of M,OOO per hectare. 

Mr. MnwoL.· Yes, Sir. 
Mr. RoXAS. Would you. know how much this same land was worth, 

say, in 1932 or, say, in 1930' 
)fro MmAsoL. Well, there is practically little di1ference, I think, 

little difference. 
Air. ROXAS. In other words, it is your statement that the value of . 

sugar lands in the Philippines has not materially increased since the 
adoption of the quota system! 

Mr. MmAsoL. Very little, if any, at all. 
Mr. RoXA8. Will you also tell me, if you know, whether the present 

plantations, or the majority of the present sugar plantations, were 
purchased by the present planters at a price approximately the same 
as you have just stated! 

Mr. MmA80L. Possibly less: I think less. 
Air. RoXA8. How much less! 
lIr. MDlASOL. That I cannot say exactly because the transactions are 

not open to the public. The only way to find that out would be to go 
to the records of the register of deeds. 

Mr. Ro:us. How have the planters been financing their planta
tions' Do the planters owe money to banks, or to sugar-exporters, 
or to other sugar businessmen' 

Mr. MmA80L. Yes, we have several financing firms in the Philip
pines. In the south, Doilo and Negros, we have the Philippine 
National Bank, Warner Barnes & Company, the Tabacalera, and Ker 
& Company. The three last firms are exporting sugar. They are 
financing the planters; they are advancing money to the planters on 
their crop. 

lIr. Ro:us. Do you know what is the total of this indebtedness of 
the planters' 

Mr. MmAsoL. I do not know exactly. It is quite a lot, I am sure. 
Air. RoXA8. Are there no figures in your association to show in 

round numbers an estimate of the total indebtedness! 
Mr. M:m.A80L. I think we have here a figure which shows that around 

4:5 million pesos a year is advanced to the planters as crop loans. 
Air. RoXA8. There are 45 million pesos credited, advanced to the 

planters in the nature of crop loans! 
Mr. MmA80L. Yes. 
Mr. ROXA8. Those are yearly credits, are they not' 
Mr. MmA80L. Yes. 
Mr. RoXA8. They are paid from year to year! 
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Mr. MmASOL. Yes, they are paid from year to year and renewed 
from year to year also; and if the planter is a. lessee and continues 
to plant cane, his crop-loan allowances also continue. 

Mr. RoXAs. In addition to these crop loans, are not the plantations 
that are now planted with sugarcane mortgaged! 

Mr. MIRASOL. Yes, they are offered as secprities. 
Mr. RoXAs. Do you have any figures to show the mortgages that 

weigh on these lands! 
Mr. MmAsoL."We have none because we have to go to the register 

of deeds to get all these figures, and it is quite a task. 
Mr. RoXAs. You cannot even estimate roughly the amount of this 

indebtedness , 
Mr. MIRASOL. I would not dare. 
Mr. RoXAs. Are these mortgages based on the present value of the 

lands, as you have stated, or on the value of the lands, say, 10 or 15 
years ago! 

Mr. MIRASOL. On the present value of the land, 
Mr. RoXAs. On the present value of the land. In other words, if 

these sugar lands should depreciate in value, what would happen to 
these mortgages' 

Mr. MmASOL. They would be liquidated. 
Mr. RoXAs. Would the value of the land be sufficient to pay these 

debts! 
Mr. MmASOL. Ten years hence, if we have no more sugar on these 

lands, why the value of these lands would not pay for the mortgages 
at present. 

Mr. RoXAs. In your brief, Mr. Mirasol, on page 26, you state that 
the landowner planter with a 55-percent plantation-milling share has 
a cost of production of· ~.05 per picul, whereas the lessee planter 
with a 55-percent plantation-milling share, who pays 15 percent rent, 
has a cost of production of tt'8.32 per picul. 

Mr. MIRASOL. Yes. 
Mr. RoXAs. The difference is !l'2.27. 
Mr. MIRASOL. Between the lessee and the landowner planter. 
Mr. RoXAs. Does the P'2.27 per picul represent the value of the 

rent paid by the lessee to the landowner, according to your estimate! 
Mr. MlRASOL. No, in this figure the rent paid is already excluded. 
Mr. RoXAs. I believe I have not made my question clear. You say 

that the planter who owns the land and who pays 45 percent of his 
production to the central retains 55 percent himself as cost of pro
duction of ~6.05. 

Mr. MIRASOL. Yes, Sir. 
Mr. RoXAs. That same planter, who does not own the land but 

who pays 15 percent rent, has a cost of production of ~8.32. 
Mr. MmASOL. Yes, Sir. 
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Mr. Rous. My question is this: There is a difference of 1'2.27. 
Does that amount represent the 15 percent that is being paid to the 

. landowner, or does it not' 
Mr. MmAsoL. It does not. 
Mr. RoXAS. What does 1t'2.27 mean then! 
Mr. MmA80L. It simply represents the difference in the cost of 

producing the planter's share when one is a planter and the other is 
a lessee, if the lessee is paying 15 percent rental. Now, I do not 
know if I have made myself clear, but we figure this out in the cost 
of production after we have taken the rental. 

Mr. RoXAS. The man who produces at 1t'6.05 does not pay rental ~ 
Mr. ?tf.mA.SOL. No. 
Mr. RoXAs. The man who produces at the value of It'S.72 pays 

rental' 
Mr. MIRASOL. Yes. 
Mr. RoXAS. Therefore, the difference of P2.27 is represented by 

the rental, is it not' 
Mr. MIRA80L. No, Sir, the amount represents the cost to the lessee 

of producing the sugar paid as rent to the landowner. It is borne 
by t.he planter and should be added to his expenses. 

Mr. ROXAS. A hectare produces on an average how many piculs of 
sugarf 

Mr. MzRA80L. It depends; there are so many factors. 
Mr. RoXAS. What would you say would be the average yield in 

Negros with regard to those lands that pay 15 percent rent! 
Mr. MIRASOL. 86 piculs per hectare. 
Mr. ROXAS. In your brief you stated that if the export taxes pro

vided in the Independence Act are not eliminated, the industry will 
be wiped out before 1946. 

Mr. MIRASOL. Yes. 
Mr. ROXAS. When you made that statement, did you have in con

sideration the present excise tax! 
Mr. MlRASOL. No; that is why we stated farther on that if the 

export taxes should continue with the excise tax also, the planters 
would be bearing two heavy taxes, two additional heavy taxes. 

Mr. RoKAs, 25 percent of the present duty which would be im
posed at the end of the transition period would mean an imposition 
of about t"1.31 per picul' 

Mr. :MmASOL. 25 percent; yes, Sir. 
Mr. ROXAS. And you say that that imposition would practically 

wipe out the sugar industry' 
Mr. MIRASOL. Yes, Sir. 
Mr. RoXAS. The present imposition of the excise tax is about t"1.4D 

per picul. 
Mr. MmASOL. Excise tax, yes, t"1.4D. 
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Mr. ROKAS. Why should the imposition of M.32 wipe the whole 
industry out and the imposition of Pl.40 not have that effect ¥ Will 
you explain that@ . 

Mr. MlRASOL., The excise tax may have the same, perhaps worse, 
effects than the export tax. 

Mr. ROKAS. In other words, if they collect the P1.40 this year, as 
they will, you expect that many of the planters will not be able to 
recover the production cost; is that true ¥ 

Mr. MIRASOL. Yes, the small ones specially, the small ones who have 
a higher cost of production, and the lessees. 

Mr. RoKAS. Those that produce at 'P'6.05 per picul, would they be 
able tQ absorb the P1.40 excise tax if sugar prices in the United 
States do not change @ 

Mr. MlRAsOL. They may be able to absorb the tax by economizing 
labor in the plantation. 

Mr. ROKAS. They could' 
Mr. MIRASOL. They may; I did not say they could. They may be. 

able; we do not know. The planters will have to try to make both 
ends meet in this case. 

Mr. ROKAS. If, in addition to the excise tax of M.40, export taxes 
amounting to P1.31 are collected at the beginning of 1946, do you 
know what would happen to the industry@ That would make a total 
of P2.71 per picul. 

Mr. MIRASOL. Yes, Sir. 
Mr. ROKAS. What would happen ¥ 
Mr. MIRASOL. The industry would be wiped out. 
Mr. ROKAS. Entirely' 
Mr. MIRASOL. Well, we never can tell because our sugar-production 

is cooperative. The centrals may be able to stand on their own feet, 
and in that case a little of the industry may be left; also the large 
producers might be able to get along. 

Mr. ROKAS. What would happen to the small producers' 
Mr. MIRAsOL. The small producers would be wiped out, that is sure. 
Mr. RoxAs. What do you call "small producers'" . 
Mr. MmAsoL. Planters who are producing less than 3,000 piculs. 
Mr. RoxAs. You believe. that, with the. excise tax of P1.40 and the. 

export tax of P1.31, all planters producing less than 3,000 piculs 
would have to stop planting! 

Mr. ],)frRASOL. I think so. They will have to stop planting. Then 
their quota and their lands will have to be absorbed by the bigger 
planters who can produce at a lower cost, and then, again, we will 
have what I have stated before, the concentration of the benefit of 
the industry in the hands of a few. 
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Mr. RoXAS. How would that process take place, if you have studied 
that question, as I believe you have, Mr. MirasoH Let us take a 
typical central, say, Ba.colod-Murcia. 

Mr. MmASOL. Yes; they have many small planters: 
Mr. RoXAS. You said that as soon as these duties are collected 

from the sugar produced by the planters in that section, the small 
planters will gradually fall by the wayside. 

Mr. MmAsoL. Yes. 
Mr. RoXAS. What would happen to their quotas or their land ~ 
Mr. MmA80L. Their land will be absorbed by the bigger ones. 
Mr. RoXAS.What do you mean when you say "absorbed"¥ 
Mr. MIRASOL. The land will be bought, and their quotas also; actu

ally those having 10 or 15 piculs or more will be gradually eliminated, 
because the land and quotas will be bought by the large producers. 

Mr. RoXAS. And what price would be given to the land planted to 
cane by these small planters, who cannot reduce their production Cost 
so as to meet this imposition' 

Mr. MIRA80L. It all depends on the situation in which the planter 
will be found. If he is badly in need of disposing of his property, 
why, he will sell it at any price and the value will be low. 

Mr. RoXAS. Do you think that in a central like the Bacolod-Murcia, 
where there are so many sma.llplanters, this process of consolidation. 
of the farms in fewer hands can go on in an orderly manner and the 
central be able to produce the same sugar that it is producing now ~ 

Mr. MmAsoL. It remains to be seen, because we do not know what 
these people who are going to be eliminated will- do .. They may 
become radical leaders, and it is hard to foretell what is ·going to. 
happen. But one thing is sure---wa will have a sort of disorganized 
economic system productive of discontent and all other consequences 
of unemployment, and a low standard of Jiving. . 

Mr. DOMERATZKY. Mr. Mirasol, in answering .one" of the questions 
asked by Mr. Roxas in regard to the extent.to . which' planters are 
beginning to adjust themselves to the future relationship, you said that 
it makes a difference whether the planters bought the land or leased 
the land-that the lessee could not change the cultivation in any way; 
and in your table on page 26 you also show that the lessee's cOst of 
production is higher than the cost of production of the man who ownS 
the land. 

Would it be a fair inference that the leasing system is makiDg more 
difficult the adjustment of the sugar industry to the future relationship 
between the United States and the Philippines ,. . 

Mr. MmAsOL. I should say so, Sir. ) . 
Mr. DOMERATZKY. Another question. When 'you' were discussing 

.the possibility of using machinery, you pointed out that smaller plant-
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ers would not. be in a position to make use of it and that sometimes 
they hire it from the centrals which have the machinery. Would it 
not be possible to introduce a system of cooperative use of machinery 
by which small planters would get together and acquire a large 
mechanical unit that they could all utilize on a cooperative basis ~ 

Mr. MIRASOL. As you are doing in California, I think that it i~ 
possible, it may be practicable; but then the charge to the planters for 
the use of the machinery may not be as low as it is now, where the 
central has machinery for hire. 

Mr. DOMERATZKY. Do you mean to say that perhaps a better system 
would be for the centrals to acquire more machinery and rent it to the 
small planters ~ 

Mr. MIRASOI .. I would not say that, Sir, but the other system would 
be worth trying; it might succeed. 

Mr. JACOBS. Mr. Mirasol, what is your opinion, if you have such 
opinion, as to the proportion of the Philippine sugar industry which 
could operate after the termination of the free trade with the United . 
States, if appropriate adjustments were introduced ~ In other words, 
after the termination of free-trade relations and after proper adjust
ments in the industry, what percentage of Philippine industry could 
survive¥ 

Mr. MIRASOL. It depends on the adjustment; if the adjustment did 
not include a preferential tariff, I think a very small portion of the 
industry would be left-it might be just enough for the domestic need 
of the country. 

Mr. JACOBS. In other words, you feel that the export trade would be 
eompletely wiped out. 

Mr; MIRASOL, That is what we are fearing.· 
Mr. JACOBS. Do'you feel that there are no adjustments that can be 

made to preserve some part of the export trade 9 
Mr. MIRASOL. We cannot think of any right now. 
Mr. BENITEZ. Will you give me your own arguments to meet the 

general impression in the United States that the price premium paid to 
Philippine sugar in the American markets is enjoyed only by a few 
and not shared with the laborers' There is such an impression in 
the United States. What would be your answer to that if you were 
in the United States confronted with that situation 9 

Mr. MIRASOL. You mean that laborers in this case are not given the 
1iIhare that is theirs ¥ 

Mr. BENITEZ. Yes. This advantage that we have in the American 
markets ·for our sugaris enjoyed only by a few-how would you meet 
that allegation 9 . 

Mr. MIRASOL. That it is enjoyed by a few only is not quite correct, 
because we have 24,000 planters and many thousands dependent on 
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them who are also benefited by the industry. Of course, we have 
pointed out here that of these 1,980,000 people directly dependent on 
the industry, about 88 percent are planters and laborers and their 
dependents. Now, they are sharing only from 50 to 60 percent of the 
benefits from the industry. 

lIr. BENITEZ. In yOUl" brief you bring out the point that producers 
are not the ones that are getting the lion's share of this price premium 
in the American markets; and you seem to prove that it is the centrals 
that are getting it. Does not that point you bring out in your brief 
confirm the impression in the United States that the benefit given to 
our sugar industry is enjoyed by only a few and not even by the 
planters' 

lIr. lfuu.80L. It is probably because they do not know the planters· 
element in the industry; but if they come to know that there is the 
planters' element, they will certainly think otherwise; they might be 
thinking of the case of Hawaii, where the industry is run by the mill
owners who at the same time own and operate the plantations. In 
that case the benefits derived from the industry go into the hands of 
a few-the mill-owners who are also owners of the plantations-while 
in the Philippines we have another very important element in the 
industry, the planters. I am sure the Americans who say that only 
a few are getting the benefits of the industry do not know that there is 
the planter element in our industry. 

Mr. BENITEZ. But in your brief, the planters prove that they are not 
benefited so much as the centrals. 

Mr. MmAsoL. That is very true. But to say that only a few are 
benefited, I should say is not quite true, because we have 24,000 planters 
and many thousands of laborers who are also getting the benefits from 
the industry. 

Mr. ROBBINS. There is something here that I do not understand. 
You seem to indicate that the planters, even though they may be their 
own landlords, are unable under the circumstances to pay the la
borers as high wages as you believe reasonable or adequate. At the 
same time you indicated in your testimony that the profits that th& 
planters make from land used for sugar are from 7 to 10 times as 
great as the profit that could be made from planting the most profit
able alternative crops. How can you reconcile those things! 

Mr. lfuu.80L. I beg your pardon, I did not say the profit is about 
7 to 10 times. . 

Mr. RoBBINs. Well, you said the value of the land representing cap
italized profits is from 7 to 10 times as great. Therefore, with that 
tremendous difference in profits,· why is the planter unable to pay 
what he considers as fair ....... 
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Mr. MmASOL. Now, in the first place, if he has acquired the land at 
that price, it will take him years before he can pay on the amortiza
tion basis the full value of the land. 

Mr. ROBBINs. With accumulated profits' 
Mr. MlRAsOL. Yes; if any. 
Mr. RoBBINS. And since by that time the land will have passed from 

planter to planter at such an exceedingly high valuation that he can
not afl'ord to pay good labor wages' 

Mr. MlRASOL. Well, by way of information, wh:en the price of sugar 
was high, wages of the laborers were also high. 

Mr. ROBBINS. Therefore, your problem of the industry would ap
pear to be, in that case, to obtain more income for the tenant planters 
and for the laborers by a readjustment of the values and wages, would 
it not' Because, presumably, if this profit-capitalizing process con
tinues, the higher the income of the planters, the higher is going to 
become the value of the land! 

Mr. MmAsoL. Exactly. 
Mr. ROBBINS. And these lands are going to be transferred at such 

values that there is never any possibility of an increase in wages. Is 
that true! 

Mr. MlRASOL. That is about the situation now. There are many 
planters who want to give more to their laborers, but the situation 
in which they are makes it impossible for them to do it. 

Mr. RoBBINS. I did not quite underst.and your answer to Mr. Benitez' 
question. I believe that he was trying to ask you to explain this. 
Since the costs 9f production of sugar delivered in the American mar
ket are lower in the Philippines than those in Hawaii, according to 
the report of the United States Tarifl' Commission, still. the amount 
that you can pay a laborer here is, we will say, one sixth of the amount 
that is paid the laborer in Hawaii! . 

Mr. MmASOL. Yes, Sir. 
Mr. ROBBINS. Why, with lower production costs, can you not pay 

more than, say, one sixth of the wages that Hawaii pays' 
Mr. MlRASOL. Well, we go back to the same reason that in Hawaii 

the industry is operated by the mills which own at the same time the 
plantation, and. the income and returns go to only a few people. In 
-other words, the income on the industry is distributed among a. few. 
In that case they can pay higher wages to their laborers, but in the 
Philippines we have the planter element in the industry, and the. in- . 
~ome is spread among a. larger number of people.. . . 

Mr. RoBmNs. Well, ~ith a. possible small allowance for the difl'erenca 
in transportation cost, Hawaii and Philippine sugars return the same 
amount to the producers, so that your answer would be that it is so 
~nstricted by various contracts between planters and centrals, and 
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lessees and landowners, that you cannot get anything to trickle down 
to labor. 

Mr. Mnw!or.. Exactly, that is the situation. . 
Mr. RoBBINS. So that the problem in the industry now is not the 

lack of profits but an adjustment within the industry in order to 
bring about an equitable distribution of the already available income. 
Is that correct' 

Mr. Mnw!or.. Yes, Sir, and actual profits on the part of the planters 
are really small. That is why the planters on whom many thousand 
laborers are depending cannot pay much higher wages than they are 
actually paying. 

Mr. RoBBINS. How many persons did you conclude, after your dis
cussion with Mr. Dorfman, are probably dependent on the sugar in
dustry in the Philippines , 

Mr. Mnw!or.. Well, we accepted the figures of the Philippine Sugar 
Association as having been brought out by men who are supposed to 
be authorities on the industry. 

Mr. RoBBINS. And you figure out that there are nearly 2,000,000 
people' 

Mr. MmAsor.. Yes, Sir. 
Mr. RoBBINS. The amount of your production is not much dilferent 

from the Hawaiian production' 
Mr. MmAsor.. A little more. 
Mr. ROBBINS. Now, I wonder how you would account for this fact. 

In Hawaii, there are less than 400,000 persons and not all of the land 
and not all of the economic activity of the Hawaiian Islands is devoted 
to the production of sugar. And still you say that with almost tha 
same production you have more than five times as many persons de
pendent on this industry. Could you account for that great dispar
ity merely by the dilference in the degree of mechanization between 
Hawaii and here' 

Mr. MmAsor.. Yes, Sir, it is partly the degree of mechanization but 
1I\8inly the presence of the planter element in the Philippines, and 
also the degree of production per unit of area. In Hawaii, they are 
having higher yield per unit area than here in the Philippines. 

Mr. RoBBINS. Why! 
. Mr. MmAsor.. Production in Hawaii is more highly scientific than in 

the Philippines. -
Mr. RoBBINS. Do you mean production of tons of cane per hectare, 

or tons of sugar per hectare I 
Mr. MmA.so.r.. Tons of cane and tons of sugar per hectare. 
Mr. RoBBINS. What do you have in mind as being the production of 

cane in Hawaii' 
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Mr. MmASOL. I used to know that, but I don't quite remember it 
l·ight now. But-I know that production of sugarcane and of sugar 
in Hawll..ii is much more efficient than in the Philippines. 

Mr. ROBBINS. Their cost of production is higher, according to the 
Tariff Commission. Would you call that more efficient' -

Mr. MIRASOL. Well, efficient in the sense that they have a higher 
yield per unit of area. 

Mr. ROBBINS. Do you mean higher yield per. unit of area per annum, 
or per crop~ 

Mr. MmASOL. Per crop. 
Mr. ROBBINS. What is the average length per crop in the Philip

pines! 
Mr. MmASOL. 12 months. 
Mr. RoBBINS. Well, the average length in Hawaii is about 21 

months. Therefore, you would expect a higher yield per crop in 
Hawaii, would you not ¥ 

Mr. MmASOL. Yes, and in addition the Hawaiian industry is run
ning experiment stations that help it a lot.· The expenses, I think, are 
included in the cost of production. Experimentation in Hawaii is 
taking quite a large sum of money. 

Mr. RoBBINS. But still, with all their scientific, mechanical, and 
other advancements in the production of sugar in Hawaii, their costs 
of production are considerably higher than the average cost in the 
Philippines, are they not! 

Mr. MmASOL. Yes, Sir, because of the expenses for experimentation. 
Mr. ROBBINS. I want to go back to one other question. Less than 

three fourths of the cultivated land in Hawaii is used for sugar-pro
duction-about 72 percent. And the population of those Islands is 
about 360,000 persons, so that you could not say that more than 360,000 
persons were dependent on that industry; at the same time it has a 
slightly smaller production than the Philippines. Do you believe that 
more than 5 times as many persons are dependent on the sugar-pro
duction here as there ¥ 

Mr. MmAsOL. Yes, because of the plan~rs who employ a large num-" 
ber of laborers and on whose plantations the mechanization of the 
work is not so extensive as it is in Hawaii. " 

Mr. ROBBINS. What effort is being made today, if any, by the plant
ers to bring about such readjustments in their contracts with both 
centrals and landowners as to result in an equitable distribution of the" 
return of the industry! You have mentioned that some time ago your 
National Assembly passed a law that would require a revision" of the 
contract between the planter and the central, which, however, was 
vetoed by the then Governor General. 

Mr. MmAsoL. Yes, Sir. 
Mr. RoBBINS. What is being done now to revive that' 
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Mr. MuwIoL. Well, on the part of the planters, the movement still 
uists and is being carried out to ask the centrals, of their own accord, 
to modify the milling contract. Of course, the planters cannot force 
the centrals if they do not want it. As we have mentioned, some cen
trals have already come across, but there are still about 50 percent of 
the centrals holaing to the old milling contracts. 

Mr. RoBBIN&. Do you hope that the others will voluntarily retire 
the contracts without your resorting to legal compulsion! 

lIr. llnwloL. Well, we hope they will; but if they don't we hope 
the Government will do something for the planters. 

lIr. RoBBINS. Do you believe that they should! In other words, 
do you feel that the profit of a planter who owns his own land is 
less on his investment today in the Philippines than the average 
profit of the central, 

lIr. )!mAsoL. Yes, very much less. 
Mr. RoBBIN&. What would your estimates of the two figures bel 
lIr. llnwIoL. I would not dare to say in the case of centrals, be-

cause we do not have access to their books. 
lIr. RoBBIN&. What would you estimate as the percentage of earn

ings on the investment of a landowner planter, on the average today' 
lIr. l!mAsoL. If his production is, let us say, from 10,000 to 20,000 

piculs, it would be about 14 percent profit. 
Mr. RoBBIN&. That is, returns on capital investmentl 
lIr. 1rfmAsoL. On a capital investment of P'lOO,OOO. We have a 

figure on that. . 
lIr. RoBBIN&. On the basis of the figures you gave me, in which 

you said the land would be worth around P'100 or P'150, that would 
be equivalent to 140 percent profit on the value of that land, if it 
did not have these special sugar rights attached to it! 

lIr. :MmA80L. Yes, Sir. 
lIr. RoBBIN&. That is all, lIr. Chairman. 
lIr. DolllERA'l"ZKY. Mr. lfirasol, in answering Mr. Robbins as to 

the profits on lands, you said 14 percent. 
Mr. lfmAsoL. I said, depending on the size of production allowance 

or the quota. 
Mr. DolllERA'l"ZXY. But how would you account for the fact that 

the rent is from 15 percent to 20 percent' 
Mr. MmAsoL. I was answering his question on the basis of a land

owner planter. 
lIr. DolllERA'l"ZKY. Yes, I understand, but in connection with leases, 

the rent is from 15 percent to 20 percent. And if the planter can 
make only 14 percent, it would seem that the rental is rather high. 

Mr. MnwIm... Yes, but a planter who nowadays pays 22 percent 
has other plantations which have lower rental payment, and if he 
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takes the average it would be lower than 22 percent, so that in the 
long run he might come out with little profits, if any. 

Mr. DOllrlERATZKY. There is one more question. In answering Mr. 
Robbins in regard to the difference in the wages between the Philip
pines and Hawaii, you explained the difference by the fact that the 
ownership of the land is concentrated and that the centrals own the 
land. 

Mr. MIRA80L. Exactly. 
Mr. DOllrlERATZKY. And prior to that, when the question came up 

as to the possible use of machinery, you said that the greater use of 
machinery would likely lead to the concentration of lands in the 
Philippines, which was undesirable. 

Mr. MnwOL. Yes, Sir. . 
Mr. DOllrlERATZKY. Isn't it true, from the standpoint of the laborer, 

that concentration would be beneficial, that concentration of land in 
the Philippines would tend to raise the wage-level' 

Mr. MmAsoL. Yes, but it would also turn out many laborers. 
Mr. RoMERO. Mr. Mirasol, going back to this lease-tenancy sys

tem to which you have referred in the course of your remarks, do 
you yourself believe that, from the viewpoint of national economy, 
that situation is desirable, that so much land is concentrated! Now, 
for instance, I gather from your remarks that this system is respon
sible for the high cost of production of sugar. Is it not a fact! 

Mr. MmAsoL. Yes, Sir. 
Mr. RoMERO. Now, suppose that pressure is applied gradually on 

us so that we would have to produce sugar at lower cost, do you not 
think that might be done by eliminating the system! 

Mr. MnwOL. Yes, Sir, but what are you going to do with the 
tenants, the lessees' 

Mr. RoKERo. Well, would it not be worse' 
Mr. MmAsoL. If the Government has a plan to take care of them, 

it will not be so bad, perhaps. 
Mr. RoMERO. But in any event, if we were to lose our preferences, 

according to your own statement, the sugar industry would be 
wiped out. Would it not be better that a few tenants lose their 
business than that the whole industry be wiped out! 

Mr. MmAsoL. Yes, Sir. 
Mr. ROMERo. What would be your choice in the matter! 
Mr. MIRASOL. We have no choice. If it has to come, we will take 

all the consequences. That is all. .. 
Mr. RoMERO. If you say, therefore, that at best we can only expect 

less preferences than what we are at present enjoying, if . we are to 
lose at least a considerable part of our preferences and will have to 
make certain adjustments; do you believe that one of the adjustments 
we will have to make will be to apply pressure gradually so as to 
eliminate this system, 
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Mr. Mnu.soI.. At the same time, I think the tenants and lessees 
should be taken care of; otherwise, they will constitute a menace to 
our social order. They will become unemployed, and they may become 
radical leaders. Whereas now they are defending peace and order 
because they have something to defend, when they have nothing more 
to defend they will become radical leaders. 

Mr. RoKERO. I realize that, and of course we should like to take 
care of all interested parties. But if we are put to a choice where we 
would have to lower the cost or lose the industry, and then we are not 
in a position to produce sugar at a lower cost because of the tenancy 
system-now, I will come back to my former question-What would 
you prefer' to have the industry wiped out, all laborers thrown out, 
and all capital destroyed; or to make some readjustment in our lessee 
and tenancy system' 

Mr. l!m.AsoL. Well, we have to make some readjustment, but the 
plan for readjustment should be made right away. 

Mr. RoMERO. Now, suppose pressure were gradually applied by 
means of increased tarUl duties, do you not think that, as sugar 
becomes less and less profitable the owners would have to take back 
their lands or accept lower rentals for their lands! 

Mr. l!m.AsoL. Yes, but from the standpoint of national economy 
and Government finance, the wiping out of the sugar industry will be 
a serious blow. You will have to take that into consideration. Now, 
40 percent of the income of the Government comes from the sugar 
industry. 60 percent of the value of our exports is sugar. If you 
take the sugar industry away, what will happen to our exports! 
What will happen to the finances of the Government' Not only will 
the question of eliminating the tenants here have to be studied, but 
also the finances of the Government. In certain provinces the schools 
will have to be closed and public works will have to be stopped. 

. Mr. RoMERO. When you refer to 60 percent of the sugar lands being 
leased, do you refer specifically to N egros Oriental! 

Mr. l!m.AsoL. 60 percent of the lands' 
lIr. RoMERO. I think that is what you said. 
lIr.l!m.AsoL. I have the figures here. 
Mr. RoMERO. Well, it is something like 60 or 70 percent. 
lIr. MIBASOL. I refer to the whole Philippines. 
.Mr. RoMERO. Well, I come from a sugar region myself, and I do 

not think that 10 percent of the lands are being operated by the 
tenancy system. 

lIr.lImA80L. We have that right in the table here, because we got 
all this information from the audit made by the Office of the High 
Commissioner when the quota system was introduced. 

8210&--38-YOl. 3--25 
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Mr. ROMERO. Is that in your brien 
Mr. MIRASOL.,Yes, it is here in the table, appendix IV revised ac~

cording to the Supplements to Executive Orders 900 and 901. Bais 
has 536 plantations, of which 425 are under lease. 

Mr. ROMERO: Where did you say these figures come from! 
Mr. MmAsoL. From Supplements to Executive Orders Nos. 900 and _ 

901. 
Mr. RoMERO. I know of cases where the old man, the father, retired, 

leaving his farm to his children, and then sold his land to his children, 
and that is classified as lease under the tenancy system. What do you 
think is the principal reason why this system is so common! 

Mr. MmAsOL. So common' 
Mr. Ro:m:no: Yes. 
Mr. MmASOL. Why, when I came of age, the lease system was already 

in practice. I do not know just how it came about. . 
Mr. RoMERO. Can you explain why such is the case' 
Mr. MIRASOL. Well, I thinlc, in the first place, it is because of the 

higher rate of rent paid; and, in the second place, there are so many 
people who have no plantations of their own who are willing to work 
and are willing to pay higher rent. 

Mr. RoMERO. You also referred to transactions of land having sugar 
quotas. Is it not true that there are transactions of quotas alone 
without the land' 

Mr. MIRASOL. Yes, Sir, there are. 
Mr. ROMERO. Can you tell the Committee what is the average price 

paid per quota' 
Mr. MmASOL. The average, I cannot tell, but I know of a few cases 

with small quotas that sold at from 2 pesos to 4 pesos per picul. 
Mr. ROMERO. For how many years' 
Mr. MIRASOL. Sometimes it is permanent, and sometimes it is for a 

period of, say, three or four years. 
Mr. ROMERO. What is the price for the period of from three to four .. 

years' From 2 to 4 pesos, did you say' . 
Mr. MJRASOL. Yes. 
Mr. ROMERO. In answer to a question of Mr. Robbins, you said ,that 

the price for the quota with lands is 19 pesos' . . - • 
Mr. MIRASOL. As high as 19 pesos; I have seen actual transactiQDS. '" 

~ Mr. ROMERO. How do you account for this disparity of 2 to 4 peSos, 
on the one hand, and 19 pesos, on the other' 

Mr. MIRASOL. The difference is that the plantation is large with a 
quota of about 29,000 piculs. In that case a planter, by working for, 
let us say, 10 years, even if he has paid, for example, 300,000 pesos for 
that plantation, with the quota-in ten years, he may be able to come 
out even or with a little earning, and bec(\me owner of the property. 
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Mr. RoHEBO. One more question, Mr. Mirasol. You stated that 
greater mechanization in our sugar industry would mean that there 

" will be more laborers out of work. 
Mr.:MmA.soI. Yes, Sir. 
Mr. RoHEBO. You also stated that the· Hawaiian sugar industry 

was more efficient than the Philippine sugar industry because there 
was greater mechanization. 

Mr.:MmA.soL. Not only that j the efficiency in this case is in the yield 
per unit of area. 

Mr. RoHERo. Is the Philippine sugar industry doing anything at 
all to try to produce as much as the Hawaiian producers of sugar do! 

lIr. :MmA.soL. Yes, they have been trying. We have introduced 
new varieties that give a higher yield per hectare, and, as a matter 
of fact, I think the cost of production has been generally lowered 
because of this more highly productive variety of cane. 

Mr. RoHERo. Why is it we do not come up to the Hawaiian 
standard' 

lIr. :MmA80L. Well, we do not produce here as high, per unit of 
area, as Hawaiian planters do. 

Mr. RoHEBO. Why! What is the reason! Is the land less fertile! 
Is the climate less favorable! What is the reason why, in spite of 
your efforts, you cannot be on a par with Hawaiian efficiency! 

Mr.:MmAsoL. That is for the scientists to answer. 
Mr. RoHERo. If you state that mechanization would throw many 

laborers out of work, and the Hawaiian sugar industry is very highly 
mechanized, can you explain why Hawaii has to import laborers 
from other countries, like the Philippines and Japan! 

Mr. :MmASOL. It is because there are certain kinds of work in the 
plantations that cannot be mechanized. 

Mr. RoMERO. So it is not entirely true that mechanization would 
n~rily throw laborers out of work! 

Mr. M:mA80L. Many laborers will be thrown out of work. 
"¥r. RoMERO. I will come back to the original question. If it is 

"true that the Hawaiian sugar industry is so highly mechanized, why 
is it that there is so much demand for laborers in Hawaiil Why do 
they have to import laborers from the Philippines, Japan, and China! 

- Mr.:MmAsoL. It is because not all the work on the plantation can 
" be ·mechanized. There are certain kinds of work on the plantation 
that demand hand instead of machine. . 

lIr. RoMERO. Have you any figures as to the number of laborers 
who are employed in Hawaii, as compared with the number of laborers 
employed in the Philippine sugar industry! 

Mr. M:mA80L. I do not happen to have any figures. 
Chairman :MA.CMUlIBAY. Further questions! 
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Mr. ROBBINS. One question about efficiency. 
Chairman MAcMURRAY. Mr. Robbins. 
Mr. RoBBINS. I wonder what Mr. Mirasol has in miI).d about the test 

of efficiency. You said that Hawaiian sugar-production was more 
efficient than Philippine sugar-production because the yield was 
greater there per unit of land. I understood, also, that it was due to 
the differential per unit of time, so to speak; but is not cost of pro
duction, rather than quantity of cane produced per unit of area, your 
measure of efficieney' 

Mr. MmASOL. The cost of production! 
Mr. ROBBINS. Yes. 
Mr. MmAsoL. In one sense, yes. 
Mr. ROBBINS. Do you know what the yield of cane per acre or per 

hectare is in Cuba ¥ 
Mr. MmASOL. I do not happen to know that. 
Mr. RoBBINS. But you consider Cuba a much more efficient sugar

producing area than the Philippines! 
Mr. MmASOL. But the situation of Cuba is different. In Cuba, ac

cording to books I have read and friends who have told me, cane 
grows like weeds. There the cost of production of sugarcane is very 
low, sometimes they ratoon the cane as many as 25 times. 

Mr. RoBBINS. Yes, the cost is lower. Therefore, would you con
sider that the production is more efficient in Cuba! 

Mr. MmASOL. It is not because of efficiency; it is because of the 
natural adaptability of Cuba to the production of cane with practi
cally no cultivation. 

Mr. RoBBINS. Now, the production of cane per acre in Cuba is only 
a small fraction of what it is in the Philippines. It is very much 
lower. Therefore,. would you consider the Philippines more efficient 
producers! 

Mr. MmASOL. In that sense, yes. 
Chairman MACMURRAY. Further questions! 
Mr. DORFMAN. One question. 
Chairman MACMURRAY. Mr. Dorfman. 
Mr. DORFMAN. I will not take any more of Mr. MirasoI's time .at 

this hearing other than to ask if he will be good enough to submit 
for the record a more detailed explanation of the figures he gives. 
on page 40, paragraph 3. 

There, Mr. Mirasol, you state: "The Government derives about: 
40% of its revenue from sugar and its by-products." I wonder if you· 
would be good enough to introduce for the purposes of our record a. 
detailed analysis of the manner in which you arrived at that. 

Mr. MmAsOL. Yes, I think I can do that. 
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(Mr. Mirasol'sletter of October 23, with enciosures,2 will be found 
following the brief of the Confederation of Sugarcane Planters, 
Incorporated.) .-

Chairman MAoMUBBAY. Are there further questions! 
Mr. BENITEZ. One more question, Mr. Chairman. 
Chairman MAcMUBBAY. Mr. Benitez. 
Mr. BENITEZ. I just want to get an idea of what Mr. Mirasol means 

by "radical leaders". You referred several times to the danger of 
these lessees becoming radical leaders. Now, what in your estimation 
wj)) they do if they become radical leaders ! 

Mr. MmA80L. They may become Communists, Soviet agents, Sak
dalistas; we have them all in our country. 

Mr. BENITEZ. But these are the men who are intelligent enough
are they not!-to lease lands and pay 15 percent rentals on the lands 
and produce sugar at quite a profit' 

Mr. Mm.ASOL. Yas. 
Mr. BENITEZ. Is it likely that such types of men will become radical 

leaders like the Communists and Sakdalistas that you referred to! 
Mr. MmAsoL. If they have nothing left to live upon, what can 

they do! 
Mr. BENITEZ. In that situation they would be the best qualified to 

adjust themselves without resorting to radicalism, would they not' 
Mr. MmA80L. Well, if they can adjust themselves, they will become, 

as heretofore, peaceful citizens; but if they cannot and find themselves 
without anything to live on, why, certainly they will become radical 
leaders. 

Mr. BENITEZ. In a country like ours where there is plenty of free 
land of the best quality, don't you think that this type of men who 
do not own land would be very glad to go where there is plenty of 
llUld, instead of becoming radical leaders ¥ 

Mr. MmA80L. We have been told of this 'same thing before; as a 
matter of fact, I think some years ago our Government took steps to 
colonize Mindanao. But how many people have gone to Mindanao! 
You know the customs of our own people. It is hard for them to 
leave their own homes. Once they have lived in one place for genera
tions, they find it hard to leave that place. That is the trouble. 

Mr. YULO. I just want to ask one question. According to the facts 
• on hand, can you state positively that those lessees which pay 20 per

cent are making any money under such·condition¥ 
Mr. :MmAsOL. Lessees who are paying 20 percent are making any 

money , Yes, if the prices of sugar are high they might make a 
little; but if the prices are low they may not even break even, they 
lose. 

I See vol. III, supplemental brief. 
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Mr. YULO. Is it not a fact that most of those lessees who are pay
ing as high as 20 percent are really members of the same families as 
the owners of the landW 

Mr. MmASOL., No, it is just the reverse. Those who pay less are 
members of the family. 

Chairman MAcMURRAY. We thank you very much, Mr. Mirasol, 
for your testimony. 

(Here follows printed brief submitted by the Confederation of 
Sugarcane Planters, Incorporated.1 ) 

We ;now have Mr. Rafael R. Alunan, of the Philippine Sugar 
Association. 

STATEMENT OF MR. RAFAEL R. ALUNAN, REPRESENT
ING THE PHILIPPINE SUGAR ASSOCIATION 

Mr. ALUNAN. My name is Rafael R. Alunan. I appear on behalf 
of the Philippine Sugar Association, which represents about 95 per
cent of the milling and refining industry in the Philippines. 

Our association has submitted for your consideration a compre
hensive report 2 on the various aspects of the Philippine sugar indus
try and the effects on that industry of the imposition of the gradu
ated export taxes as provided for in section 6 (e) of the Tydings
McDuffie act, and the imposition of the full American duties after 
the termination of the 10-year transition period under the Com
monwealth. 

The imposition of export taxes on Philippine sugar will be a death
blow to the industry as soon as it becomes necessary to pay, as such, 
10 percent of the import duty on foreign sugars in the United States. 

According to the United States Tariff Commission Report No. 73, 
Second Series (1934), the cost of Cuban sugar at seaboard refineries 
was 1.923 cents per pound, as against 2.717 cents per pound f{)r Philip
pine sugar, or a difference of 0.794 cent per pound excess of Philip-· 
pine cost ov~r Cuban. . 

The present duty of 0.9 cent per pound on Cuban sugar has com':' 
pensated this excess and results in an excess cost of Cuban sugar over 
Philippine of 0.106 cent per pound. 

It is obvious that the advantage now held by the Philippines over 
Cuba would be equalized as soon as it became necessary to imposa 
an export tax of 5 percent of the United States full duty and that 
thereafter Philippine sugar would show a progressively higher cost 
over Cuba. 

• See vol. III. 
• See voL III, brief. 
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As Philippine sugar cannot survive the export taxes, it cannot, of 
course, survive the application of the full United States duties. 

In 1936 shipments of sugar and its by-products such as molasses 
and alcohol, were valued at $62,290,805. This is 46 percent of all,; 
exports in 1936; practically all were shipped to the United States. 
The total value of all exports from the Philippines in 1936 was 
$136,448,053. 

The United States Tariff Commission in its Report No.H8, Second 
Series, in the third paragraph of the Introduction, page VIII, stated: 

The Important export indUlltrles in the Islands will be variously affected by the 
progressive export taxes. It appears likely that these taxes will serve primarily. 
to lessen the profitahleness, but not the volume of the exports of sugar to the 
United States during the Commonwealth period. When the full United States 
duties become applicable In 1946, however, the position of the Philippine sugar 
indUlltry w1ll depend primarily on whether the United States Is then operating 
under a quota system which w1ll permit the profitable marketing of Philippine 
sugar in the United States. If such a quota system Is not In operation, then it Is 
doubtful that any large proportion of the industry will be able to survive. 

This statement is unduly optimistic, for even with a quota system 
similar to that now in effect, Philippine sugar could not be profitably 
sold in the United States if it were subjected to the full United States 
duties. The price of raw sugar under the quota system now in effect, 
has been maintained at about $3.50 per 100 lhs. c.i.f. New York. Thus 
the return to producers would he as follows: 

Price c.U. New York____________________________ $3. DOO 
~l duty _______________________________________ $1.875 

Freight and other marketing costs, about________ O. 500 
2.375 

Return to producer per 100 lbs___________________ $1. 125 

which is about the present world price of sugar. Philippine pro
ducers cannot produce sugar at that price. The application of the 
,full duties will, therefore, destroy the sugar industry. 

In its summary of the significance of the Philippine sugar industry, I 
, the United States Tariff Commission, in the above-cited report, stated' 

under paragraph 3 on page 62 : 

Because of Its commanding position in Philippine export trade, sugar is of 
great Importance to Philippine economy. Investments in the industry are esti
Dlated at $265,000,000, of which $84,000,000 is invested in centrals. American 
participation Is confined principally to centrals, investments therein comprising 
l!O percent of the total. As a result of the Philippine land law, the culture of 
cane Is carried on by thousands ot independent planters and tenants; 15 per
cent ot the Philippine population are directly dependent on the industry and 5 
important provinces rely almost entirely on it tor their revenue. The island of 
Negros Is probably the area most dependent on sugar. 

The number of people wholly or partially dependent on the sugar 
industry directly is estimated at about 2 million. .All of these people 
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will be deprived of their livelihood when by the application of the 
export taxes and/or the full United States duties the industry is 
destroyed. 

The statement on Philippine production costs for planters and 
centrals, as determined for the crop years 1929--30, 1930-31, and 
1931-32 by the United States Tariff Commission and published in 
its Report No. 73, is substantially unchanged. The costs may be 
slightly lower i!l-Negros because of exceptionally favorable weather 
conditions in recent years than in the period covered by the Tariff 
Commission. They should be higher in Luzon, which has su1fered 
severely by reason of extensive storms and Hood during the previous 
two years. Furthermore, it is certain that all costs will go up this 
coming milling season. The mills will come under the provisions of 
the Eight-Hour Labor Law, which must increase their costs. The 
planters, on the other hand, will be under pressure from the Com
monwealth Government to raise the wages of their labor. 

It should be taken into consideration, however, that the production 
costs as determined by the Tariff Commission are based on average 
costs in the Philippines; and that means that at least half the pro
duction is on a higher cost basis than given and will su1fer that much 
more severely. A compilation of the data. available in the Sugar 
Audits of the Agricultural Adjustment Administration showed that 
over 80 percent of all cane-farmers had United States allotments 
below 1,000 piculs, or a gross income of less than $2,000 per year. 
These high-cost producers are also the most inefficient and have 
rarely any reliable records. It is not possible, therefore, to deter
mine just how high some of the costs run, but it is known that there 
are some producers who today can make no money at present prices 
despite the free entry into the American market. Unquestionably, 
under the best circumstances a certain proportion of the industry 
will be eliminated with the first 5-percent export tax. A still greater 
proportion will be eliminated with the burden of the 10-percent 
export tax. Each year will find a larger and larger proportion of the 
Philippine sugar industry rendered not only less profitable but un
profitable, and but a small percentage will be left to continue opera
tions when 25 percent of the tax is being levied. 

It is inconceivable that the Philippine sugar industry can exist 
on a full-duty basis in the American market. It is a. well-known 
fact that the sugar industry in many places in the world has been 
carried on an unprofitable basis, particularly Cuba and recently Java. 
Also, it is a. well-known fact that the price of sugar has advanced 
the least of all staple commodities. The f. o. b.-Cuba equivalent of 
the world price for the last 10 years has been as follows: 
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High 1936 ______________________________ L05 
1935 ______________________________ 1.00 
1934-__________________________ : __ 1.12 
1933-----_________________________ 0.99 
1932 ______________________________ L02 

~:--===--========:============== ~:~ 1929 __________________ ~_ 1.99 
19'28--___________________ 2. 79 
1927 ___ ....1-_____________ S. 49 

Low 
0.77 
0.73 
0.70 
0.86 
0.57 
1.01 
0.85 
1.51 
L89 
2.36 

L,de" AtI_ge· 
L05 0.886 
0.99 0.858 
0.79 0.897 
0.87 0.840 
0.61 0.776 
0.96 L152 
1.03 1.257 
1.72 1.813 
L99 2.388 
3.49 2.942 

• J( .... tIIII 0' SUflIW OomJ)lJfOieB. 1937, Farr '" Co., p. 116. 
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In the world market the Philippines cannot expect to obtain better 
than the f. o. b.-Cuba price. Note that in only one year, 1927, was 
the yearly average price above the average cost of 2.717 cents per 
pound, as given in Tariff Commission Report No. 73. 
The present world price is abouL ______________________ L 03¢ f.o.b.-Cuba basis 

Plus freight and other carrying charges to LondoD-_____ O. 30 

Bringing It to________________________________________ L 83 c.i.f. London 

No shipments of sugar are made from the Philippines to London, but 
an indication of the comparative costs from Cuba and the Philip
pines may be obtained by studying the shipping costs to New York. 

In the Tariff Commission Report, previously cited, the shipping 
cost between Cuban ports and New York for the three years studied 
was 13 cents per 100 lbs. The shipping cost between Philippine ports 
and New York for the same period was 39 cents per 100 lbs. The 
costs now, owing to increases in freight rates and other expenses 
since that period, are approximately 50 cents per 100 lbs. This is 
an increase of 22 percent, and presumably the same increase has 
taken place in the case of the Cuban carrying costs, which would 
bring them to 15 cents per 100 lbs. It can therefore be seen that the 
Philippine producers, during the period covered by the Tariff Com
mission Report, had to absorb 26 cents, and under present conditions, 
35 cents more in charges than Cuba. 

This point is stressed, because in comparing Philippine delivered 
costs with Cuban delivered costs the effect of the long haul on in
terest, insurance, and many other charges has rarely been given proper 
consideration. 

Having reached this point, we are faced with the question of what 
effect that complete dissolution of the Philippine sugar industry will 
have on the Philippines. It will unquestionably affect directly the 
following entities: (1) the Government; (2) the mills; (3) the 
planters; (4) labor; and indirectly many others. According to the 
best available statistics, the Government has for many years derived 
between 40 and 45 percent of its total income from the sugar indus-
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try. The most recent figure places this amount at between $10,000,000 
and $12,500,000 .. With Philippine sugar prices reduced to a ,world 
basis, there will be no revenue for the Government from sugar. The 
industry will be completely killed. Probably 80 percent of the actual 
producers in the Philippines will immediately go out of business and 
the 20 percent will be so scattered that no central could afford to 
operate with such a reduction. 

The mills, of course, will be a total loss. They represent an in-
vestment of $84,000,000 and can be used for no other jpurpose. The 
only salvage will be what may be recovered on individual pieces of 
.machinery or as scrap iron. 

The farmers, of course, will still have their land, but it will be 
greatly reduced in value. The conservative estimate of the value of 
sugar lands is $300 per hectare. With the elimination of the sugar in
dustry the land will drop to not more than $38.00 to $50.00 per hec
tare, or $15.38 and $20.23 per acre, respectively. No other crop at 
present available in the Philippines produces anything comparable 
to sugarcane in cash income. The tendency of farmers will probably 
be to turn their fields into such staple products as rice and corn, but 
the conversion of over 200,000 hectares to these products will create 
an unsalable surplus in these crops which will seriously affect the 
present producers. Unfortunately, the effect on the farms will be 
felt throughout the Islands, owing to the increase in the production 
of corn and rice, with the result that prices will fall and automati
cally the present value of lands will fall. Most of the direct loss 
will be felt in but a few provinces, and in these provinces there are 
at present no profitable substitute crops. Take for example the island 
of Negros, where approximately 1,000,000 people depend completely 
on the sugar industry. There is not sufficient rice land on the island 
to support the population. They are at present able to buy their 
rice in Panay from the wages they receive from the sugar industry. 

As stated, about 2,000,000 people are dependent on the industry, 
which employs approximately a quarter of a million laborers. The 
elimination of the sugar industry may therefore be anticipated to 
cause a serious unemployment -problem in the Philippines. It is not 
possible at present to see where these laborers could be employed. 
The social consequences are likely to be very serious. It is more than 
likely that in those provinces where the greater part of this unem
ployment ~ill be concentrated there will be actual disturbances of a 
serious character. 

These are only the direct results that would follow in the elimina
tion of the major industry of the Philippines. The indirect results 
may be anticipated to ramify throughout many other activities. Al
though no direct information is available, it is reasonable to assume 
that if the indu§try contributes as much as 40 to 45 percent of the 
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Government income, it also contributes a comparable percentage of 
the basiness of other lines and that they will suft'er extensively through 
the loss of that business. Certainly shipping and insurance will 
lose a very large part of the business now originating in the Philip
pines, and the importation of American articles must be sharply cur
tailed when the income with which to purchase these articles is lost. 

For example, the inward cargo from the United States for the year 
1936 amounted to 622,700 short tons; the outward cargo to the United 
States, 1,449;&>1 short tons. The destruction of the sugar industry 
will eliminate 952,000 short tons of cargo to the United States~and 
vessels coming to all points in the Far East with cargoes from the 
United States will depend on the Philippines for the return cargoes 
from the Philippines as they have in the past. The obvious effect of 
this will be a marked increase in freight rates from the United States 
to cover the loss of return cargoes to the United States assured under 
present conditions. This effect will go further than the effect on 
shipping, as it will indirectly aft'ect all manufacturers and exporters 
of machinery and other products to the Far East. 

It is beyond dispute that it is impossible to eliminate from the 
activities of a country an industry which represent~ 46 percent of its 
exports, supplies over 40 percent of the Government income, and sup
ports directly 15 percent of the population without seriously dislocat
ing the economics of that C01mtry. 

Before concluding my testimony I hereby request that our associa
tion be allowed to submit some time this week a supplementary brief 1 

giving a comprehensive and detailed report on the various aspects of 
the Philippine sugar industry as a supporting document of my tes
timony for insertion in the proceedings of your Committee's hearings. 

I thank you, Gentlemen. 
Chairman MAcMURRAY. Are there questions' 
Mr. DOBnlAN. Mr. Alunan, I understand that it was your associa

tion which estimated that the total number of people dependent on 
the sugar industry is about 2,000,000. 

Mr. ALUNAN. I can give you the details on that. 
. Mr. DO~AN. Will you be good enough to explain how you 
arrived at that figure' 
. Mr. ALUNAN. You mean of all the people that the centrals are 
employing! During the 1934 milling season the centrals' employees, 
laborers, and their families numbered approximately 154,000, while 
sugar-planters and their dependents numbered 90,000; tenants and 
subtenants, known locally as "inquilinos" or "casamas", 1,050,000; 
planters' laborers, and their families, about 610,000; miscellaneous 

• See voL III. 
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employees, or agents, dealers, merchants, and their families, 100,000-
making a total of 2,000,000, more or less. Of course, I cannot say that 
that is exactly the number, but we have the number of employees and 
laborers of the centrals and the number of farmers and tenants, and 
we have these from our own record, from the record of the Philippine 
Government, and from the Office of the A.A.A. in Manila. 

Mr. DORFMAN. In making that canvass, did you ask each worker 
the number of dependents or the number of people in his family! 

" ~ 
Mr. ALUNAN. Oh, yes. 
"Mr. DORFMAN. Pardon me, which did you ask, the number of 

people in the family, or the number of dependents! 
Mr. ALUNAN. The number of people in the family depending
Mr. DORFMAN. Well, there would be a difference. 
Mr. ALUNAN. I was going to explain that. In the Philippines, 

when you employ somebody in the haciendas or in the centrals, you 
have to give house to him, to his wife, to his children, to his mother, 
and sometimes to his whole family. 

Mr. DORFMAN. Does that mean that no one in the family would 
work other than one person' 

Mr. ALUNAN. Well, the average family in the Philippines is more 
than five, and we have been estimating only on five members in each 
family; that means the laborer, the wife, and the children; and they 
are given three children only. 

Mr. DORFMAN. I think you have estimated six. 
Mr. ALUNAN. Around six. 
Mr. DORFMAN. Yes. Would you say that the number of dependents 

for each worker in the sugar industry is higher or lower than that 
in other industries ¥ 

Mr. ALUNAN. Well, I should say the same. 
Mr. DORFMAN. Do you suppose that if you multiply by six the total 

number of workers in your population, you would get a figure less 
than the population of the Islands, or one above it' 

Mr. ALUNAN. I do not know, I did not make that calculation. 
Mr. DORFMAN. On the assumption that the sugar industry in this 

respect is no different from any other, that would mean that you would 
have an age composition of your population such that you would have 
only one person of adult age-

Mr. ALUNAN. May I explain the difference between the sugar in
dustry and the other industries. The sugar industry is ordinarily 
located outside the poblaci6n. We have to give the workers houses, 
practically everything. In the sugar centrals we are giving them 
house, light, running water, schools, hospitals, and sometimes church 
and cinema or movie. You know, most of them are living outside 
of the towns, the poblaciOn, tlle cities, although in the other industries, 
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most of them are located inside of the cities, so they do not need to 
give house to their laborers. 

Mr. DOBFHAN. At the moment I am not concerned with the supply
ing of houses and various services to the workers but simply with the 
number of dependents on each worker. It seems almost inconceivable, 
unless you have a large amount of unemployment in the Islands, that 
you should have five dependents on each person working. 

Mr. ALUNAN. Mr. Dorfman, if you know the custom in the Philip
pines, you will understand that. I believe the Filipinos will under
stand that, because that is a fact. Everybody in the Philippines 
knows that if you have a house, you have it not only for your family 
but also for all your relative&-they come to you whenever they have 
no place to go. Every Filipino knows that. This is not America. 
This is absolutely di1ferent from America. 

Mr. DOJIFHA.N. ~ince we are not Filipinos and since we are not ac
quainted with the customs here, I hope you will be indulgent. How 
many people on the average would there be to a Filipino family on 
the sugar plantation' 

Mr. ALUNAN. I think six is a very conservative estimate. 
Mr. DOJIFHA.N. Let us have the average. About six! 
Mr. ALUNAN. Yes, the average. 
Mr. DORFMAN. That would be husband, wife, and four children. 
Mr. ALUNAN. Yes, that is a very conservative estimate; May I 

smoke, Mr. Chairman' 
Mr. DOJIFHA.N. The husband presumably would work. 
Mr. ALUNAN. Yes. 
Mr. DORFMAN. Would he have any adult children who would work! 
Mr. ALUNAN. Well, most of the children go to school. 
Mr. DORFMAN. But after they get through with school! 
Mr. ALUNAN. Well, they work also. 
Mr. DORFMAN. If they work also, then they would not be dependent 

on him, would they' 
Mr. ALUNAN. Well, in the Philippines, unless the boy or the girl is 

married, he is dependent on his father and everything he makes goes 
to his father and everything he spends comes from his father. 

Mr. DORFMAN. Well, if he is not married, but if he is married, pre
sumably he ceases to be dependent on his father, or if the child is a 

, girl, similarly she ceases to be dependent on her father, and so in 
'. either case there is one less dependent in the family. I 

Mr. ALUNAN. But in that case, maybe the father will be dependent 
on him . 
. Mr. DORFMAN. Let us say that they depend on each other. 

Mr. ALUNAN. Exactly. When the boy can work, in most of the 
cases, why the father stops working because he is too old or is sick. 



390 HEARINGS HELD BEFORE THE COMMITTEE 

And he is dependent on the boy because he is too old, and his wife and 
grandfather and' great-grandfather. Oh, that is the case; everybody 
knows that here. 

Mr. DORFMAN. When the son is of age and gets married, he ceases 
to be dependent, and the young lady also ceases to be dependent on 
her family, that is, if the man is getting enough wages to support the 
two. At the outset, they would not have a family of four or five. 
There would be _a long period of time when this family, which ~s 
just started, would support itself without having a large number of 
dependents, is that not so, 

Mr.ALUNAN. As I said, it is quite difficult for you Americans to 
understand the custom in the Philippines. 

Mr. DORFMAN. That is whyI am asking so many questions. 
Mr. ALUNAN. If the father and mother can work, all the children 

are depending on them here; and, as I said, in many instances not 
only the children but also the father's father and his grandfather are 
depending on the man that is working. When the boy grows up and 
is in condition to work and earn some money, sometimes instead of 
depending on his father, it is the father and the rest of the family 
that are depending on the oldest boy that is working. I mean the 
oldest boy has to support his father and mother and the rest of his 
sisters and brothers. 

Mr. DdRFMAN. Do you mean to say, then, that if I were to go on • 
sugar plantations and count heads, I would find that only one person 
out of six actually performed any work on the plantation and the 
other five did not! 

Mr. ALUNAN. Well, that depends if they are of age to work or not. 
H they are minors they go to school and sometimes help their families, 
but not always. ' 

Mr. DORFMAN. But on the average, for every person doing work 
there are five who do not' 

Mr. ALUNAN. Five or six minors and old people who cannot work. 
Mr. DORFMAN. For every able-bodied sugar-worker, then, there are 

five people who are either so old or so young that they cannot work! 
Mr. ALUNAN. Yes. 
Mr. DORFMAN. Thank you. 
Chairman MAcMURRAY. Are there further questions! 
Mr. W AlUNG. Mr. Chairman. 
Chairman MACMURRAY. Mr. Waring. 
Mr. WARING. In your brief, Mr. Alunan, on page 17, you refer to a 

difference in the cost between Philippine sugar and Cuban suO'ar and 
that is estimated by you at ¥to of a cent. Then you point ~ut' that. 
t~e present Cuba~ duty of %0 of a cent gives Philippine sugar a 
slight preference m the American market; and you go on from that 
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to state if the export taxes were applied, Philippine sugar. would be 
at a disadvantage should the first I) or 10 percent be applIed. ~d 
you say that Philippine sugar would be for~d out of the ~e~lCan 
market, unless further restrictions on Cuban Imports were mamtamed. 
Now, in making that comparison, would it not be more correct to use, 
rather than the present Cuban duty of %0 of a cent, the Cuban duty 
of 1% cents, which would apply if there were no further rest~ctions! 
In other words, as soon as the United States quota system IS aba~
doned, the Cuban quota would revert to 1% cents, which would increase 
the amount of Philippine preference. 

Mr. ALUNAN. Maybe, that is true. 
Mr. W AJUNG. And under those circumstances, then, Philippine sugar 

could enter the United States market for a longer period than the 
period you estimated in the brief! 

Mr. ALUNAN. Maybe, yes. 
Mr. W AJUNG. Also in your brief, on page 16, you advocate that 

Philippine sugar should be permitted free access in the American 
market indefinitely, based on the present quota. Do you have in 
mind after political independence as well as before' 

Mr. ALmrAN. Yes, Sir. 
Mr. W AJUNG. Do you have in mind free trade for products other 

than sugar' 
Mr. ALUNAN. Yes, the actual. What I have in mind is that the 

actual trade relations between the two countries should continue . 
. Mr. WARING. Continue on free-trade basis¥ 
Mr. ALUNAN. Yes. 
Mr. WARING. Do you realize that that would present a decided de

parture from the trade policies of the United States, as indicated by 
activities or relationships with other foreign countries at the present 
time' 

Mr. ALUNAN. That is something I cannot answer, Mr. Waring be
cause that will depend on the Government of the United State~. I 
am submitting that to the Committee and United States authorities, if 
it is possible. 

Mr. WARING. Another question. You made it a point in your state
ment before the Committee just now that it would be exceedingly 
difficult for the sugar industry to bear more than 10 percent of the 
United States duty: that is, if more than 10 percent were assessed,the 

. industry would be liquidated. 
Mr. ALmrAN. I am referring specially to the small farmers, because 

we have, as I stated, about 80 percent of the sugar produced by 
Jarmers who are producing only 1,000 piculs. Their cost of production 
has to be higher. 



392 HEARINGS HELD BEFORE THE COMMITTEE 

Mr. WARING. In view of that statement, in your opinion what effect 
will the %-cent processing tax, which was recently enacted by Con
gress, have upon the planters and centrals! 

Mr. ALUNAN. It would be very hard for the planters, and specially 
for small planters, though weare expecting that if the tax is imposed . 
on the other areas the price of sugar, more or less, will go a little bit 
higher. 

Mr. W AlUNG. Do you expect that sugar prices will rise high enough 
to compensate for' the tax! 

Mr. ALUNAN. Yes; that is the impression at least. 
Mr. W AJUNG. And if they do not' 
Mr. ALUNAN. Well, it will be very difficult for these people, for the 

small farmers specially. 
Mr. WAlUNG. Would it force the liquidation of the industry! 
Mr. ALUNAN. It will be lost, I believe. As I said, we do not have a. 

record, but I am sure our cost of production would be high on account 
of the fact that our production is limited to a small amount. 

Mr. W AlUNG. My point in asking the question is this: The export 
taxes running up to 25 percent would be slightly less than the %-cent
per-pound processing tax. 

Mr. ALUNAN. When I said that, I had in mind already that we have 
to pay the % cent per pound; that is in my estimate. 

Mr. W AlUNG. You had that in mind' 
Mr. ALUNAN. Yes, that we are paying 1 centavo now, and then we 

will pay the export tax. 
Mr. W AmNG. I see. That is quite clear; I did not understand. 
Mr. DOlllERATZKY. Mr. Alunan, on several occasions you referred to 

the cost of production in the Philippines, comparing it with the cost of 
production in other countries. When you speak of the cost of produc
tion, do you include the interest on the investment' 

Mr. ALUNAN. Mr. Domeratzky, I took the cost of production from 
the report of the United States Tariff Commission, and I know that 
they had studied that very carefully and had even revised [$ic] all the 
books of the centrals, a. privilege that we cannot enjoy personally. 

Mr. JAOOBS. Mr. Chairman, one question. 
Chairman MAcM:Ul!RAY. Mr. Jacobs. 
Mr. JACOBS. Mr. Alunan, I believe I understood you to say that the 

total area. under cultivation in sugar is 200,000 hectares. 
Mr. ALUNAN. That is the land planted with cane. 
Mr. JAOOBS. 200,000, is that correct! 
Mr. ALUNAN. Yes. 
Mr. JACOBS. How much of that has been put under cultivation since 

the year 1925 or thereabout' 
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Mr. ALmr.ur. Almost the same area. You know, in the Philippines 
we cannot cover the whole land every year. We have at least one third 
or 25 percent of the land vacant every year. We plant only two thirds. 

Mr. JACOBS. In other words, in 1925 the sugar land was approxi
mately the same as it is today' 

Mr. ALmr.ur. Yes, Sir, those centrals that are operating now had 
already been built in 1925 and had also been operating in 1925. 

Mr. JACOBS. Do you mean to say that your estimate of the number 
of people or places dependent on sugar in 1925 is approximately the 
same as today' 

Mr. ALmrAlr. Almost the same, only with this dilference: At that 
time most planters and centrals, as a rule, were importing laborers 
from other provinces, because we were in the beginning of the organi
zation of the· industry, lacking laborers. Now that the industry is 
well established, we have our permanent laborers with their houses 
and everything to live on in the same place where they are working. 

Mr. JACOBS. The reason why I ask this question is that prior to 1925 
the annual production of sugar in the Philippine Islands never reached 
400,000 tons. The annual average for 15 years prior to 1925, according 
to the figures of the Confederaci6n de Asociaciones y Plantadores de 
Caiia Dulce, Inc., was around 260,000 tons. 

Mr. ALmr.ur. I think I can explain the reason for that. 
Mr. JACOBS. Then, subsequent to 1925 there was a big jump, so that 

the average was 820,000. 
Mr. ALmrAlr. I can explain. I think the reason is that it is not on 

account of the fact that we have more land cultivated or more land 
dedicated to cane, but that the yield per hectare has increased. You 
know, in 1920, when we started organizing sugar centrals in this coun
try, the average yield per hectare was around 40 or 50 piculs. I can
not remember very well, but I know that we have almost doubled the 
production per hectare now on account of the introduction of new 
varieties, better cultivation, and fertilization. Before that year we 
never used chemical fertilizers here. Now, we.are using fertilizers in 
most of the plantations. 

Mr. JACOBS. So, in other words, during the past 12 years, without 
increasing your acreage and the number of people employed, you have 
almost trebled your production' 

Mr. ALUN.ur. Yes. 
Mr. JACOBS. Do you feel, then, that no possible adjustments can be 

made in the sugar industry which would enable at least a part of it 
to continue to export to the United States or to other world markets' 

Mr. hUN.ur. Paying full duty' 
Mr. JACOBS. Yes, paying full duty. 

82700--38-'9'01. 2---28 
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Mr. ALUNAN. I do not see any possibility, :Mr. Jacobs. We will 
have plantations that can produce at quite a low price, .but they will 
be so scattered that it will be impossible to have centrals to grind the 
cane that these planters will produce. 

Mr. JACOBS. That is all. 
Mr. ROBBINS. Mr. Alunan, you heard the previous witness give as 

his first personal opinion that . the profit on the investment of the 
centrals was greater than the profit of the landowners. Do you agree 
to that' I think there should be an opportunity for you to insert that 
in the record. . 

Mr. ALUNAN. I would prefer not to answer the question, because I 
am not in position really. You cannot say that all the centrals are 
making the same profit. There are centrals that are making more 
profits than other centrals. You cannot say also that all the planters 
are making the same profit, or that all the centrals are producing the 
same quality of sugar and producing the same prices. 

Mr. ROBBINS. We understand that; but what is your opinion as to 
the average' 

Mr. ALUNAN. I think it is almost 50-50. There are centrals that 
are making money, but there are planters also who are making money. 
I myself am a planter, so I know what I am talking about. 

Mr. RoBBINS. About how much do you consider the average profit of 
the central, say, in 1936 W 

Mr. ALUNAN. It is very difficult to calculate. The only available 
data that I have is the cost of production given by the United States 
Tari1f Commission that came here to study the cost of production of 
the centrals and planters. 

Mr. ROBBINS. A~d your association has never done anything to de
termine that figure , 

Mr. A.LUNAN. No, Sir. 
Mr. ROBBINS. In talking to a sugar-central manager he may say 

that profits may be as low as 12 percent or may be as high as 70 per
cent. Are those hearsay statements anywhere within reason, in your 
personal opinion! 

Mr. A.LUNAN. Mr. Robbins, it is very easy to find out how much the 
centrals are making and how much the planters can make. The Gov
ernment can do that. It is very easy to find it out, but it is not fair 
to publish what they are doing. 

Mr. ROBBINS. In the ordinary course of events, are not the earnings 
published of these centrals whose securities are regularly traded on 
your exchange! Do they not publish a statement of the profits' 

Mr. A.LUNAN. Oh, yes, they publish. At least, the stockholders re
ceived copies of the profit-and-loss statement and the balance sheet 
of the central. 



HEARINGS HELD IN MANILA 395 

Mr. RoBBINS. What is the average age of the centrals! 
Mr. ALUNAN. I think it is about 15 years-the average age of the 

centrals. 
Mr. RoBBINS. The average present age of the centrals! 
Mr. ALUNAN. Well, almost all centrals, except two, were built in 

1920. 
Mr. RoBBINS. The average age, then, would be more than 17 years! 
Mr. ALUNAN. Around 15 years, I think. 
Mr. RoBBINS. About how many years does one take to recover his 

investment in a central: 5, 7, 10, 12' What is the customary figure one 
has in mind to recover his investment! 

Mr. ALUNAN. I wonder if it is prudent to say this, but I know cen
trals here that have been running for the last 17 years and have not 
distributed a single cent of dividend yet. 

Mr. RoBBINS. When one makes a purchase he usually puts in his 
capital with the idea of recovering his investment in some number of 
years. Now, according to other testimony, in case of land where the 
earning is around 14 percent, the average investment is intended to be 
recovered in 7 years. Would it be the same in the case of a central Y· 

- Mr. ALUNAN. No. 
Mr. RoBBINS. You usually expect to wait how long! 
Mr. ALUNAN. And then you have to consider the fact, Mr. Robbins, 

that centrals do not own the plantation. All the canes are produced 
by the planters absolutely independent from the centrals. There are 
contracts between the planters and the centrals. The weathercondi
tions in the Philippines are so changeable that sometimes you get a 
very big crop in one section of the country, and in another section of 
the country the crop there will be so poor that sometimes it is not even 
enough to cover up the expenses of the central. 

Mr. ROBBINS. As to the recovery of the original investment, if, on 
the average, the centrals are more than 17 years old, how many times 
would you estimate, on the average, that the original investment had 
been recovered' and in how many years' 

Mr. ALUNAN. I do not get you. 
Mr. ROBBINI!. Well, we have had the statement that the centrals are 

all practically more than 17 years of age, and if the profits had been 
such that the original investment is recovered in 7, 8, orlO years, it 
would seem as though the original investment had been recovered two 

/times. . 
Mr. ALUNAN.It is very hard to say-I doubt very much-it is very 

hard to say that the recovery can be ~ade in 7 or 8 years. 
Mr. RoBBlNS. How many years do you think! 
Mr. ALUNAN. Well, as I told you already, I know many centrals in 

the Philippines-
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Mr. ROBBINS. l mean the average. 
Mr. ALUNAN. I think in 15 years. 
Mr. RoBBINs, So, on the average, the original investment, in your 

opinion, has been recovered. I want to ask a question about your 
study of the relationship of this new excise tax that has been imposed 
by Congress on sugar-manufacturers. You said, I believe, in answer
ing the question of Mr. Waring, that you expected that the centrals 
and the planters-would not have to bear most of the burden of the tax ' 
because the tax will be reflected in increased prices. 

Mr. ALUNAN. That was the impression when I was in the United 
States. 

Mr. RoBBL"fS. When you were in the United States, do you recall 
that at the time when the legislation was recommended to Congress 
both the Secretary of Agriculture and the President of the United" 
States pointed out that the prices to the consumers would not be so 
much affected" 

Mr. ALUNAN. Yes. 
Mr. ROBBINS. Then on what basis of reasoning do you assume that 

the prices to the consumers would be affected by the imposition of this 
tax! 

Mr. ALUNAN. Because the taxes would not only be paid by the 
planters in the Philippines, and besides the cost of production is quite 
high. 

Mr. ROBBINs, But the planters in the United States will receive 
back in payment slightly more under the law than" they pay in 
taxes, so that the effect would be to reduce, rather than increase, their " 
cost of production' 

Mr. ALUNAN. Maybe; but, as I told you, it was the impression in 
the United States that the prices, at least of sugar, will be the same as 
they are now-around $3.50 per 100 pounds, duty-free. 

Mr. ROBBINS. In your opinion if the present excise tax had been in 
effect during the calendar year 1936, would the Philippine Islands have 
filled their quota for the United States! 

Mr. ALUNAN. The duty-free quota , Yes. But they will not be in 
a position to fill the full-duty sugar quota. 

Mr. ROBBINS. Well, now I thought your association had assumed" 
heretofore that the imposition of the 21S-percent export tax in 1946 
would make it impossible for the local industry to fill.that export 
quota j is that true' 

Mr. ALUNAN. If the proportion of our quota will not be IDled, I 
mean the farmers will not be able to produce. 

Mr. ROBBINS. I cannot reconcile these two things. Why is it that 
your association has contended that an export tax equivalent to 1.31 
per picul would so reduce the number-
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Mr.ALlTNAN. I think I have answered that question of Mr. Waring's 
already, that when we wrote the memorandum we were paying this 
excise tax of 1.31 and 1.40 per picul, and then we had to pay the duty. 

Mr. Romm'fB. That is what I understood the position of your asso
ciation had been on prior dates and previous to the imposition of this 
tax; but all that time, if I understand you now, you were contem
plating the possibility of the excise tax. 

Mr. ALlTNAN. Taking into consideration the prices of sugar at 
that time; it is all dependent on the prices of sugar. When the 
price of sugar is 7 or 8 cents we can always pay duty in the United 
States, but if the prices go down to 3 or 2% cents, we will pot be in 
a position to pay even 5 percent. It is dependent on the prices of 
eugar. 

Mr. RoBBINS. I think that is perfectly understood, that your profit 
is dependent on the price of sugar. Now, when you assume that 
practically all the Philippine sugar-production would disappear 
upon the imposition of the full United States duty, what price of 
sugar do you have in mind as a basis for that estimate! 

Mr. ALUNAN. Well, not more than 3 cents or 3% cents for duty
free sugar. This is my estimate. 

Mr. RoBBINS. In your opinion, the Philippine Islands would not 
find it profitable or possible to operate or fill any portion of that 
quota if there were also in effect the full United States duty ¥ 

Mr. ALUNAN. Here is my estimate. I am going to speak in piculs, 
as we ordinarily count here. The price of sugar now is 3.50 duty
free New York. That means about 9.75 per picul in New York. 
The quoted price in Manila-this is export sugar~is 7.70. Now you 
take from that 5.23-that is the duty. that you have to pay to the 
United State&-and almost nothing is left. 

Mr. RoBBINs. How much in terms of cents per pound of the mar
ket value would the United States price, in your opinion, have to be 
in order that, say, one half of the present quota would be filled and 
yet subject to the full duty' For instance, if the price of sugar were 
4: cents per pound, would the Philippines be able to ship 100 tons to 
the United States and pay the full duty! 

. Mr. A.LUNAN. I did not get the figure that you said. 
Mr. RoBBINs. You say that the industry would have to be entirely 

liquidated upon the imposition of the full duty; you have also said 
that whether it has to be liquidated depends upon the price. Now, 
I wonder what, in your opinion, the price would have to be in order 

. that 50 pe!i8nt of the industry would survive if subject to the full 
duty. . 

Mr. A.LUNAN. More than 5 cents per pound. 
~ 
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Mr. ROBBINS. More than 5 cents per pound would be an increase 
from present prices of more than the duty' 

Mr. ALUNAN. No. It is PS.50 now. 
Mr. RoBBINS. Yes, but the duty. 
Mr. ALUNAN. It is M.S7. 
Mr. RoBBINS. You are increasing it from PS.50 to more than 

P5, say M.50. 
Mr. ALUNAN . ..NO, P5. 
Mr. RoBBINS. That is an increase of P1.50, or almost the amount 

of duty! 
Mr. AfUNAN. The duty is 1"1.87. 
Mr. ROBBINS. Well, on that basis, I cannot understand why you 

could not fill your full quota, because you have already indicated 
that more than 37% cents could be absorbed as a tax burden of the 
industry. Do you believe that the Philippines would continue to 
fill their quota and that adjustments would be made in the present 
capitalized value of sugar profits represented in your central and 
land investments, with perhaps the excise tax plus 50 percent of the 
duty' 

Mr. ALUNAN. Impossible. 
Mr. RoBBINS. At what point along the way of increasing the duty 

from 5 percent up to 100 percent, considering all the time that the 
excise tax as at present might be continued and with present prices 
of sugar, at what point of increasing the duty do you believe the 
final ton of Philippine s:ugar would disappear from the American 
market' 

Mr. ALUNAN. A few centrals and a few planters will be able to 
pay up to 10 pe~ent of the duty; But I am afraid that the big 
majority of the planters will be put out of business. I mean, it will 
be impossible for them to continue producing if they have to pay 
the excise tax and at the same time pay a d,uty of more than 10 
percent. . 

Mr. RoBBINS. The excise tax, plus more than 10 percent of the 
duty, would probably cause the majority of the producers to eease 
production , Now, you make that estimate or statement on the basis 
of present prices, of course' 

Mr. ALUNAN. Present prices of sugar. _ 
Mr. ROBBINS. Would it not be possible for the industry to deflate 

its capitalized'values' Would it not happen' ~. 
Mr. ALUNAN. It has nothing to do with it, because I am talking 

about the direct cost of production. ,. 
Mr. ROBBINS. Would not the cost of production decrease under the 

pressure and necessity of paying higher taxes' 
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.Mr. ALUNAN;" We have only two ways to decrease our cost of pro
duction, and they are to increase our production and to lower the 
wages of our laborers and employees. We cannot increase our pro
duction because we have the local limitation and the American limi
tation. We cannot reduce the wages and salaries of our people be
cause we have to give them a decent living. 

Mr. ROBBINS. Could you lower the average cost of production in 
the Philippines if the allotments now made to the less efficient pro
ducers were concentrated in the hands of your more efficient pro
ducers' 

Mr. ALUNAN. You know, the more efficient producer is not depend
ing only on the planters. He is depending on the land, anll not all 
the land in one section can give the same average of production as 
one good land, for example. I mean, you can find in one section two 
or three planters that have good production because they have good 
land that can produce at a very low cost. 

Mr. RoBBINS, Well, now, when the quota system was imposed, 
you decreased your production from 1,640,000 tons in the 1934 crop, 
you reduced it to around 30 percent or 34 percent! 

Mr. ALUNAN. Yes, Sir. 
Mr. RoBBINS. That reduction applied proportionately to all the 

planters, did it not ¥ 
Mr. ALUNAN. Yes, Sir. 
Mr; ROBBINS. Then, it must mean the efficient planter reduced his 

production in the same amount as the inefficient. 
Mr. ALUNAN. But you have to take into consideration that the 

United States Government paid all the amount of sugar that was 
destroyed, or rather, cane. 

Mr. ROBBINS. We understand that. But you say there is no more 
room for additional efficient production, and I wonder if there is not 
l'oom that is represented by the decrease that occurred in 1934-

Mr. ALUNAN. I cannot see the point. 
Mr. RoBBINS. Suppose in 1934 you had been producing 'sugar on 

1,000 hectares of very good land at low cost and your quota was 
- such that your production only called for the use of 700 hectares 

at the present time. That would mean that you would have available 
300 hectares of very good sugar-producing land. Now, lIlY question 
is; would it not be possible for the Philippines as a whole to reduce 
ita production costs if you, as an owner of idle efficient land, were 
to purchase the quota allotments of some of the inefficient plantations 

. and transfer the production from the marginal land to this efficient 
land! 

Mr. ALUNAN. It is not a question of efficient or inefficient producers. 
It is a question of big planters and small planters. What will happen 

A. 
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here if they continue that, is that the big planters will absorb the small 
planters. These'small planters, who constitute 80 percent of the in
dustry but who are producing only 800 to 1,000 piculs a year-these 
people cannot afford to operate, and the first thing they will do will 
be to sell their property and everything they have. 

Mr. ROBBINS. You say that the determining factor, then, in cost 
is not the land but the type of organization under which it is operated.. 

Mr. ALUNAN. It is the type of organization, that the big ma
jority of production is in the hands of small farmers, and as the record 
of the A.A.A. shows, 80 percent of it is in the hands of farmers who 
produce 800 to 1,000 piculs, farmers who are working their farms 
themselves with the aid of two or three members of their family. 

Mr. RoBBINS. Then, if the sugar industry were reorganized, as it 
would tend to be under the pressure of necessity, you would decrease 
yoUr cost by better functional organization as well as by concentrat
ing your production on the best adapted lands' 

Mr. ALUNAN. Well, if we can have an organization like they have 
in Cuba or Hawaii, where the plantations belong to the big corpora
tions and centrals and they can use machinery and scientific equip
ment and, you know, all kinds of improvements. But the plantations 
are in the hands of poor people, planters who are producing only 1,000 
piculs so that they can earn enough to cover their expenses; all these 
people are not in a condition to buy machinery or to employ scientists 
to help them. That is the organization since the beginning; and it is 
the law, because the law here does not permit anybody to have more 
than 1,000 hectares. 

Chairman MAcMtmRAy. Are there other questions' 
Mr. RoXAS. I would like to know if the Committee is willing to 

adjourn after Mr.' Alunan, so that we ~ adjourn now. 
Chairman MAcMtmRAy. It is now 12 o'clock. I believe that, in any' 

case, we will have to postpone until this afternoon at 2:30 o'clock 
p.m. for those witnesses that would come later on in our schedule. I 
am wondering whether we should adjourn in the midst of Mr. Alunan's 
testimony, or if he could finish in the course of a few minutes. 

Mr. RoxAB. Mr. Chairman, I have a few questions to ask Mr. Alunan. 
Chairman MAcMtmRAy. Then perhaps we had better adjourn at 

this point and resume this afternoon at 2: 30 o'clock p.m. 
(Thereupon at 12: 05 o'clock p.m., an adjournment was taken until 

2 : 30 o'clock p.m.) . 
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The hearing before the Joint Preparatory Committee on Philip
pine Affairs was resumed at 2: 35 p.m., on Thursday, September 16, 
1931. 

Present: 
The Honorable J. V. A. MAcMURRAY, Ohairman; 
The Honorable JosE Ymo, Vice Ohairman,. 
Mr. JOSEPH E. JACOBS, Vice Ohairman; 
Mr. CoNRADO BENITEZ; 
Mr. LoUIS DOMERATZKY; 
Mr. BEN D. DoRF1rlA.N; 
Mr. JOAQUIN M. ELIzALDE; 
Colonel DONALD C. McDoNALD; 
The Honorable QUINTIN PAREDES; 
Mr. CARL B. RoBBINS; 
The Honorable JOSE E. RoMERo; 
The Honorable MANUEL Rous; and 
Mr. FBANK A. W AlUNG. 

Chairman MAcMURRAY. Mr. Alunan will resume his testimony of 
this morning. I think someone was on the point of asking him some 
questions. 

STATEMENT OF MR. RAFAEL R. ALUNAN-Oontinued 

Mr. RoXAS. Mr. Chairman. 
Chairman MAcMURRAY. Mr. Roxas. 
Mr. RoU8. You stated, Mr. Alunan, that during the second year of 

. the imposition of the export tax a great many planters and probably 
some sugar centrals might not be able to produce sugar at a profit. 

Mr. ALUNAN. Right. 
Mr. RoXA8. Would you tell the Committee what would happen in 

two or three typical instances; let us take, for instance, the plantera 
and a central that has a big quota, a central that has a reasonably large 

401 
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quota, and a central whose quotiis rather small, say, 4 or 6 thousand 
tons. 

Mr. ALUNAN. Let us take the case of the Bacolod-Murcia. 
Mr. ROXAS. What is the quota of the Bacolod-Murcia! 
Mr. ALUNAN. About 46 thoUsand tons. The cost of production of 

that district is more or less the same. Of course, the cost of produc
tion of the big planters is a little bit lower than the cost of production 
of the small planters, and the first thing that will happen is that the 
small planters will be selling their quotas if they cannot make a profit . 
. Mr. RoxAS. To whom! 

Mr. ALUNAN. :Maybe to the big planters at the beginning, to those 
people that are able to produce sugar at a lower cost, in such a way that 
they can support paying the 5 to 10 percent of the export tax. 

But as I said, the cost of production in one district, in the Bacolod
Murcia, for example, is more or less the same. The difference is not· 
more than 10 or 20 percent, because you have to take into considera
tion the following: The kind of soil is almost the same, the climate is 
almost the same, and the wages and salaries paid in that district are 
almost the same. So, in one or two years more, everybody there will 
be unable to produce sugar. Somebody may say that the quota of 
this district can be absorbed or transferred to another district where 
the cost of production is lower. We have two districts in Negros that 
are well known, where the cost of production is very much lower than 
other centrals, and they are San Carlos and Bais; but all the land that 
can be dedicated to sugarcane is already in production. 

Mr. RoXAe. In those districts! 
Mr. ALUNAN. San Carlos, especially. That means that they cannot 

produce more than they are producing now. 
Mr. RoXAe. Did'not San Carlos have a larger .production than the 

present quota ,-
Mr. ALUNAN. Their quota is almost the same as their annual produc-· 

tion, because that central had been running since-
Air. RoXAS. Before 19201 
Mr. AJ,UNAN. I think 1914. 
Mr. RoXAS. So, if I understand correctly, Mr. Alunan, taking the 

planters in the Bacolod-Murcia distric~and by the way, I understand 
there are about 900 planters there--

Mr. ALUNAN. About 700 planters. 
Mr. RoXAS. According to your opinion, after the second year of 

export tJlX, how many of the small planters would have to produce: : 
sugar at a loss and would be forced to transfer their quota, first, to the 
larger producers in that district' But I understood you also to say 

. that during the third or fourth year, at most, even the larger producers 
would not be able to. produce sugar at a profit. 
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Mr. hUNAN. Yes. 
Mr. RoXA& Do you mean to say that if the present excise tax of 50 

cents per 100 pounds is maintained and the export taxes are imposed 
that the Bacolod-Murcia would have to close shop' 

Mr. hUNAN. If the prices of sugar do not go up. 
Mr. RoXA& Would have to close up around the fourth or fifth year 

of the imposition of the export tax' 
Mr. hUNAN. Around the third or fourth year. 
Mr. RoXAS. Now, what would happen to a central, say like Pilar, 

which has, what you might call, a quota which is neither high nor 
very low. What is the quota' About 27 thousand tons! 

Mr. hUNAN. I am afraid that those small centrals will have to close 
almost after the .first or second year of the imposition of the export taL 

Mr. RoxAS. Do you think that they will have to close sooner than 
Bais' 

Mr. hUNAN. Yes. 
Mr. RoKAS. What would happen to a central, like Cebu, having 7 

thousand tons' 
Mr. hUNAN. More or less the same. 
Mr. Rous. Is there no hope of transferring the quotas of these 

centrals to other centrals more favorably situated! 
Mr. hUNAN. No, on account of what I said. They can buy the 

quota, but how about the land to produce that quota. AlI the lands 
available in San Carlos-that is the best district we have in the 
Philippine lsland&-and Bais are all under cultivation. Maybe they 
can increase the production 10 or 20 percent. That is all. 

Mr. RoKAS. When you talk of Bais and San Carlos-as the most 
favored arewt-do you mean that they are the only tw-o areas that can 
produce sugar at a profit, even paying the export taxes provided by 

," Ute Independence Act' 
.. Mr. hUNAN. I believe these two areas can produce . 

. Mr. RoXAS. But outside of these areas are there others that can 
pay the export tad 

Mr. hUNAN. I doubt it very much, Mr. Roxas. 
Mr. RoXAS. Do you think that these two areas could produce sugar 

at a profit if that sugar has to pay the export tax plus 50 percent 
. duty' 

Mr. hUNAN. No, Sir. If they have to pay an excise tax and they 
have to pay 50 percent duty, and the price of sugar does not go up 
to more than 5.50, it is impossible. If the actual prices continue to 
3.50 they could not produce. 

Mr. RoXAS. They cannot' 
Mr. hUNAN. Yes. 
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Mr. RoXAS. What do you think would happen in these areas if the 
sugar industry, ]:lecause it could not produce at a profit, had to be 
completely stopped' 

Mr. ALUNAN. The first effect of that would be unemployment; the 
second effect would be that the planters would be forced to plant rice 
and corn and live on them. 

Mr. RoXAS. Is there no possibility, :Mr. Alunan, that between now 
and, say, 1940, 1941, and 1942, when these export taxes are to be im
posed, some readjustments may be effected in production cost, so that 
production cost may be lowered to such a degree that this reduction 
could absorb the amount 'of export tax' 

Mr. ALUNAN. It is not absolutely improbable, but I say it is very 
difficult for these two reasons: First, in order to lower the cost of 
production you have to increase the amount of sugar to divide the 
expenses. We cannot increase that because we have a locallimita
tion law; and we cannot ask the United States to increase the amount 
of sugar that we are exporting now. On the other hand, we cannot 
lower the wages and salaries of the laborers because you just cannot 
do it. 

Mr. RoXAS. If, for example, by intensifying production within the 
lands now having a quota, by increasing production per hectare, could 
you not release part of the land that now is being planted in sugar
cane and devote that land to the production of some other commod
ity, and thereby increase the yield of the present area-I mean the 
income that might be derived from the present area by reducing the 
production cost--is there a possibility of doing that' 

lli. ALUNAN. I should say it is not impossible, but what are you 
going to do with the land' 

Mr. RoXA&. Is there no other crop that can be grown on the land' 
Mr. ALUNAN. The only crops that I can think of, say in Negros, 

are rice and corn, and the profit that you could get from that is so 
little that it will not change the cost of production of the total areas.· 

Mr. RoXAS. If Negros and these other areas that have to abandon· 
the production of sugar were to plant rice and corn, what would . 
happen to the rice and corn industries here' 

lli. ALUNAN. I said this morning the first thing that would hap- . 
pen is, I believe, that the rice and corn industries would be coin
pletely destroyed, because you have now one million people in Negros 
buying rice from Doilo, Capiz, and Panay, and even from Luzon. 
Now, if these people cannot produce cane, they will produce at least' 
enough rice and corn for their consumption, and thereby, instead of 
having one million people buying these commodities we will have one 
million people selling them; at least they will stop buying them. 
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Mr. RoUB. What would you consider, Mr. Alunan, the largest per
centage of the American tariff in sugar that under, the present con
dition you believe the industry could absorb' I do not know if I have 
made my question clear. I wish to repeat it. What percentage of the 
American tariff do you believe could be paid by the sugar industry 
and, at the same time, continue with the present volume of production 
at a profit' 

Mr. hUNAN. If I can have my own say, Mr: ,Roxas, I should say 
that if you can give 15 or 20 years of limited free trade, as it is now, 
to the sugar industry, after that time it would be possible for the 
industry to pay up to 50 percent of the tariff. 

Mr. RoXAS. By increasing the efficiency in production! 
Mr. hUNAN. In abandoning those districts where the cost of pro

duction is necessarily too high and developing other kind of products 
that can be produced in the land that cannot be planted with sugar
cane. But I would like to say here that it seems to me that it is iii 

dream to expect the Filipino people to develop any new product or 
industry in 5 or 10 years. That is absolutely impossible, in my 
opinion. You know when you develop a new industry, you not only 
need to have capital to develop the indu,stry, but you have to teach 
the people how to grow that product and at the same time look for 
a market for that product. Nobody will invest any amount of money 
unless he is sure that the product that he is growing will sell at a 
profit. And all that will take time. 

Mr. RoUB. Do I understand you to say that, in your opinion, you 
would require at least 20 years of free trade with the United States 
in order that the sugar industry may be able to pay 50 percent of 
the duty and survive' 

Mr. hUNAN. Yes. 
Mr. RoXAS. What do you mean by the continuation of the present 

.. :fme trade in modified form' You mean with the payment of export 
duties' 

Mr. hUNAN. No; without that absolutely. 
Mr. RoXAS. So, in your opinion, if it is the desire to safeguard this 

industry, you would require 20 years with no tariff imposition either 
in the form of export duties or import duties! 

Mr. hUNAN. Yes. 
Mr. RoUB. And if that were not done, you believe that the in-

dustry would perish' 
Mr. hUNAN. Yes. 
Mr. RoXAS. If an imposition is made, over what percentage' 
Mr. hUNAN. Well,25 percent, and then full duty in 1946 or 1947. 
Mr. RoUB. If the present export taxes are retained, do I under-

stand you to say that two or three years before independence the 
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volume of our sugar that we carl export to the United'States would 
be decreased , ~ ,,', .-

Mr. ALUNAN. It will be reduced 2,400 tons. 
Mr. RollS. Suppose, Mr. Alunan;~it were impossible to maintain 

preferential trade-and this is just a possibility, I am not assuming 
anything-suppose it "were impossible to maintain a preferential 
trade relationship with the United States after a certain number of 
years. What in: yQU~ opini~n could be done in N egros, for example, 
to utilize advantageously~the areas that are now being planted with 
sugarcane@ Has there been any study made by your association as 
to the possibility .. of utiliZing advantageously those areas ¥ 

Mr. ALUNAN. I-am sorry to say that the planters, the centrals, and 
the Government are, doing nothing to develop new industries or new 
products in these lands. We are now in exactly the same condition 
as we were four or five years ago. 

Mr. ROXAB. But do you think there is a possibility of doing any
thing, producing other crops, for example' 

Mr. ALUNAN. I do not see any possibility. 
Mr. ROXAB. You mean to imply that, if you no longer produce 

sugar at a profit, you would. allow your lands to remain idle' 
Mr. ALUNAN. Not that. We can produce, but we do not expect to 

get the same profit that we are getting from sugarcane. The first 
thing we will do is to plant the land in rice and corn. At least we 
can live. But the standard of living of the people there will go down 
again to the same standard that we had 30 or 40 years ago. There is 
no question about that. 

Chairman MAcMURRAY. Are there further questions! 
Mr. WARING. Mr. AIunan, your remarks in connection with Mr. 

Roxas' question raised one or two points in my mind. You said just 
a moment ago that the industry was in exactly the same condition that 
it was in five years ago, and yet you also advocate--

Mr. ALUNAN. May I explain that! What I mean is this: If y~u 
go to the haciendfJ8 now, they are really doing exactly the same work 
that they were doing four or five years ago. They are just producing 
cane in those places that they believe can produce cane, or produce rice 
and corn j that is, they are not developing other products or devoting 
any time to produce another product that can take the place of sugar. 

Mr. WARING. Well, you also said that you believed that if limited 
free trade were extended for a period of 15 or 20 years the industry, 
might be able to bear half of the present duty based on present prices., 

Mr. ALUNAN ... Well, that is just an estimate I made. 
Mr. WARING. Yes; but if no changes in particular have been made 

during the last few years, what reason would there be to expect that 
changes would be made during the next 5, 10, or 15 years, if there were 
no additional pressure brought to bear' 
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Mr. ALmiAN. The difference is ttris, Mr. Waring. That at least 
right now the sugar-people know that after 1946 they have to close 
everything; that the sug-&r industry is finished. In fact, all the 
planters and centrals are now liqpidating in such a way that they can 
retire all their capital in 1946, because they know that it will be im
possible for them to send sugar to the United States paying duty. 
But if you tell them that they will have 1.5 or 20 years and after that 
they will pay 50 percent of the duty, they will.he 'preparing from 
now on; and, as I said, it is impossible to" deverop new products in 
5 or 10 years; you have to give them at least 15 or 20 years to develop 

. d . .. new m ustrIe8. '!', 

Mr. WAllING. Your thought then is that if you have 15 or 20 years 
of limited free trade the less efficient areas would be abandoned and 
the more efficient areas would intensify their cultivation, and general 
effort would be made to reduce cost. 

Mr. ALUNAN. Yes, Sir. 
Mr. WABING. Now, I thought in answer to one of Mr. Roxas' ques

tions, you intimated that it might be possible for the planters to in
crease their yield per hectare. Is that so, 

Mr. ALUNAN. Yes, but not enough to reduce their cost of produc
tion because they cannot increase their production in any way. 

Mr. WAllING. What I was thinking is this: Even though you are 
now under a quota system which limits your production, if you could 
increase the yield in the more efficient areas, that would release land 
for other uses, as intimated by Mr. Roxas. Now, if the less efficient 
areas in producing sugar gave up their quotas, would it not be pos
sible for these first areas to take over a rather large portion of that 
quota and reduce their cost, both by increasing the yield per hectare 
and by increasing the volume of sugar put through the central ¥ 

Mr. ALUNAN. Well, in answering Mr. Roxas,l said that, in accord
ance with my information and best knowledge, the most that they can 
increase, taking over those quotas of less favorable areas, is about 
10 percent or 20 percent, on account of the fact that the lands in these 
p.reas are already in cultivation, producing the maximum that they 
can produce. 

Mr. WAllING. Thank you. 
Mr. RoMERO. Could you tell us, Mr. Alunan, how you arrived at the

estimate of 15 or 20 years as a period that would be necessary to 
enable the Philippine sugar-planters to pay one half of the duty' 
What is the basis for such an estimate ¥ 

Mr. ALUNAN. The basis for that is that to de.,-elop the sugar indus
try to the state that it is now in we needed about 15 years. 

Mr. RoMERO. And you need another 15 years to develop new 
products. 
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Mr. hUNAN. Yes, we need another 15 years to develop new prod
ucts to be planted in those areas that we are abandoning. 

Mr. RoMERO. I thought the idea suggested by you was that if the 
Philippine sugar industry had 15 01' 20 years' limited free trade, after 
that period we could cpntinue producing sugar and pay one hal£ of 
the American tariff rates. Was it not ¥ 

Mr. hUNAN. I am goingJ;o explain that in this way. Suppose you 
are a planter of 10Q hectares. You have 100 hectares. Out of that 
100 hectares, yol1 -are planting now about 80 hectares to produce 8,000 
piculs. Your average i& about 100 piculs per hectare. Now, by im· 
proving your cultivation, introducing new varieties, introducing new 
kinds of fertilizer, you can improve your yield per hectare so that 
instead of producing 100 piculs you can produce 200 piculs per hectare, 
and instead of planting 80 hectares out of your 100 hectares every year, 
you do not need to plant but 50 hectares every year to produce your 
same quota of 8,000 piculs. Now, you have another 50 hectares idle. 
If you have time to develop new products for that 50 hectares instead 
of leaving it vacant, you can produce another product that will help 
you to reduce your cost of production for the whole hacienda. 

Mr. ROMERO. The problem therefore, as I see it, is in improving the 
yield per hectare by the introduction of new products. 

Mr. hUNAN. And by introducing new products to be planted in 
that other hal£ of the hacienda. 

Mr. ROMERO. Do you have any particular products in mind at 
present' 

Mr. hUNAN. Not yet. That is a question of experimenting. 
Mr. ROMERO. So all this estimate is based on the highest hope that 

sometime in the future we may find some products that will have a 
good market. 

Mr. hUNAN. If given time and assistance, I am sure that the plant· 
ers will do that. 

Mr. ROMERO. Will find some products that will have a good market! 
Mr. hUNAN. But you have to give them time. As I said, you 

cannot develop a new product in this country in less than 15 years.' . 
Mr. DORFMAN. This morning, Mr. Alunan, you stated that about 40 

or 45 percent of the revenues obtained by the Philippine Government 
came from sugar. Is that correct! 

Mr. ALUNAN. That information was given by Governor Murphy 
to President Roosevelt, I understand. 

Mr. DORFMAN. I wonder if you would be good enough to supply 
that to the Committee for the purpose of introducing it into the 
record. 

Mr. hUNAN. I will do it. I think that is in the record of the 
Government here, but I will get it. 
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Mr. DOnFHAN. I wonder if I may ask a few more questions con
cerning the number of people dependent on the sugar industry. 

Mr. ALUNAN. Yes, Sir; I would be glad to answer. 
Mr. DORFMAN. Would you say that the size of families of the 

people in the sugar business was about the, same from central to 
central and from plantation to plantation' That is, would you 
expect the families in Luzon to be smaller or larger than those in 
Negros¥ 

Mr. ALUNAN. I think they are about the same in the whole Islands. 
Mr. DORFMAN. According to the figures supplied us this morning, 

about 2,000,000 tons of sugar have been allotted to all the producers 
in the Islands. About 1,200,000 tons have been allotted to Negros, 
or about 60 percent of the tota.l. Does that strike you as being about 
right' 

Mr. ALUNAN. I think so. 
Mr. DORFMAN. Those figures are contained in the brief submitted 

this morning. 
Mr. ALUNAN. I think that is the information from the A.A.A. 
Mr. DORFMAN. About 60 percent for Negros. This noon, I ob

tained figures on the population of Negros from two sources, the 
Department of Health and the Department of Commerce. The De
partment of Health estimates the population, as of July 1, 1937: 
Occidental Negros, 493,000; Oriental Negros, 362,000; or it total of 
about 855,000. Is that about right! 

Mr. ALUNAN. Maybe that is the permanent population of Negros. 
They are not including there the floating population. During the 
milling season in N egros, people come from Iloilo, Antique, Cebu, 
and Bohol; not less than 100,000 go to N egros from these places. 

Mr. DORFMAN. What percentage of the permanent population in 
Negros would you say was dependent on sugar' 

Mr. ALUNAN. I should say that 90 percent of the people in Negros 
are dependent on sugar. Because even the people in the towns are 
dependent on sugar . 
. Mr. DORFMAN. Let us say that everyone in the island is dependent 

on sugar-every man, woman, or child-which would take care of 
your temporary laborers as well. That means that 860,000 people 
produce 60 percent of your sugar, and, on a correspou.ding basis, 
the remaining 40 percent of the sugar would be produced by an
other 573,000. So, even if every man, woman, and child in N egros 
were dependent on sugar, and if persons in other islands producing 
sugar were likewise dependent on that industry in the same propor
tion, you would have a total number of people 'dependent on sugar 
of less than 1,500,000. The only possible basis for an estimate of 
2,000,000 would be that workers outside of Negros produce much less 
sugar per person or that the figure you have given us is not correct. 
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Mr. ALUNAN. Mr. Dorfman, we have the record here of the actual 
number of people working in the centrals and plantations. We have 
that, of course. I think I gave it to you this morning. We classify 
the people that are dependent on sugar. If you do not have it, 
I will submit it in a few days. There are 150,000 employees and 
laborers and their families. 

Mr. DORFMAN. Have you counted any of those families twice! I 
think this morning you told me that you asked each worker how 
many people th~i'e were in his family. Now, where you have two 
brothers working for you, do you ask each one of those brothers how 
many persons he has in his family and then add the two figures! 

Mr . .A.LUNAN. We have the payrolls of the centrals. I am going 
to tell you now: centrals' employees, laborers and their families num
ber 150,000. We know that exactly because we provide them with 
houses, and all centrals are taking care of their people living inside 
the mill site. Sugar-planters and their dependents; 90,000. These 
are the people that have plantations and that run the plantations 
with their families. Tenants, subtenants,· known locally as "inqui
liMa or lcaaamaa, 1,050,000. Planters' laborers and their families, 
about 600,000. We have estimated that about 100,000 are the em
ployees, agents, dealers, and merchants who have something to do 
with sugar. Of course, we did not count one by one all these people, 
with the exception of the employees and laborers in our centrals 
who are on our payrolls, and I know exactly how many are living 
there because we are providing them with houses. 

Mr. DORFMAN. Now, then, how would you explain the fact that, if 
you regarded everyone in Negros as dependent on sugar and know that 
they produce in the aggregate 60 percent of all the sugar produced 
in the Islands, you would have 2 million people dependent on the 
industry. On the same basis of production outside of Negros as in 
Negros-it would work out to only 1,400,000. How would you explain 
that apparent discrepancy! 

Mr. ALUNAN. I did not get your question, Mr. Dorfman. 
Mr. DORFMAN. If we assume that everyone in Negros is dependent 

on sugar for a livelihood, that would mean that 860,000 people are 
dependent on sugar--

Mr. ALUNAN. Well, I said that they are dependent on sugar because 
everyone in Negros, if not living on the wages and salary he,is 
receiving from the centrals or plantations, is dedicating himself -to . 
selling something to the laborers and employees of the centrals and 
plantations. 

Mr. DORFMAN. Well, I am taking that as the outside figure. You 
cannot have more than 100 percent of the people dependent on sugar. 
If 100 percent of the people on the island of Negros are dependent on 
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sugar, and they number only 860,000 and produce 60 percent of the 
sugar, then it would be a reasonable assumption that the other 40 per
cent of the sugar was produced by an additional 573,000 people. In 
other words, 860,000 people produce 60 percent and 573,000 produce 
40 percent; or, in the aggregate, you have 1,433,000. 

Mr. ALUNAN. I do not know, Mr. Dorfman, if your conclusion is 
correct, but I am giving you the numbers in accord'Wce with the 
statistics that we have now. 

Mr. DOB.FM:AN. But I am asking you to explain the discrepancy 
between those numbers and the numbers based on the population 
figures which the Government supplies and the amount of sugar 
produced in Negros. 

Mr. ALUNAN. Maybe there are more people dependent in Luzon than 
in Negros. Maybe that is the only explanation. 

Mr. DORFMAN. You have more people producing 40 percent of the 
sugar than 60 percent of it! 

Mr. ALUNAN. Maybe. 
:Mr. DORl'HAN. Would you have twice as many! 
Mr. ALUNAN. Maybe; I am not sure, but I think that is the only 

explanation of that discrepancy. 
Mr. DORFMAN. Well--
Mr. ALUNAN. I am giving you the exact number of the people 

that are engaged in this business in the Philippines. 
Mr. DORFMAN. I am not clear on that point. In arriving at that 

figure you asked each person how many there were in his family' Is 
that right' 

Mr. ALUNAN. Those that are in the centrals. We know exactly the 
people living in the centrals because we have a census of the employees 
and laborers living in the centrals and working for the centrals. 

Mr. DOB.FM:AN. And you asked each of those how many there were 
in his family, then you added all those figures! 

Mr. ALUNAN. Yes, and this is the result, as I said. 
Mr. DORFMAN. Yes, I understand that. But what provision did you 

make for avoiding duplication' It is conceivable that you have a 
father and son, or two brothers, or three brothers working for you. 
What plan do you have for preventing duplication in counting their 
dependents , 

Mr. ALUNAN. Well, they have-each house, for example, they count 
the people living in each house. 

Mr. DORFMAN. I thought you said that you determined that number 
by asking each worker how many people there were in his family! 
Or did you actually do it by counting the number of people in each 
house' 

Mr. ALUNAN. Well, by counting the people in the house and also 
asking the laborers how many people there were in each family. 
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Mr. DORFMAN. And the two totals are the same! 
Mr. ALUNAN.,More or less. 
Mr. DORFMAN. Thank you. 
Mr. ROBBINS. Mr. Roxas asked you what adjustment plans, if any, 

are being put into effect looking forward to 1946 under the present 
Independence Act, and I believe you said that no plans were being 
made that you- knew of. 

Mr. ALUNAN. That is what I said. So far as I know the only plan 
the centrals have.isliquidation of the business, finish the sugar industry 
in 1946. That is the only way that we have. 

Mr. RoBBINS. From your testimony you have indicated that even 
though you had 15 years of free trade and then an additional period 
of increasing taxes, still, after all that opportunity, the sugar industry 
could not hope to survive beyond the point at which those taxes would 
be in excess of 40 percent of the full duty; is that correct! 

Mr. ALUNAN. Well, that is just the thought of the moment. I did 
not make any study of that. 

Mr. RoBBINS. Well, if you--
Mr. ALUNAN. It was just my answer to the question. 
Mr. RoBBINS. If you were correct, and if, ultimately, trade pref

erences were eliminated, then that would indicate that, in your 
opinion, regardless of the ample opportunity given, the sugar industry 
could not hope to so adjust its cost as to survive the elimination of 
trade preferences! 

Mr. ALUNAN. You mean after 19469 
Mr. RoBBINS. No, I mean at any time, no matter how long the 

period. 
Mr. ALUNAN. No, that is quite different. 
Mr. RoBBINS. I gather from what you said that, whatever oppor

tunity for adjustment and improvement might be given, the industry 
would, even after 15 years of free trade, be able to f,'Ul'Vive only if the 
taxes imposed were not in excess of 50 percent full duty; is that 
correct! 

Mr. ALUNAN. Yes. 
Mr. RoBBINS. Therefore, you can't hope to perpetuate this industry 

with the full duty imposed' 
Mr. ALUNAN. With the full duty! Impossible. 
Mr. ROBBINs. Under any circumstance' 
Mr. ALUNAN. Well, if the price of sugar goes up higher than the 

actual average, of course. 
Mr. RoBBINS. Assuming $3.50, for example' 
Mr. ALUNAN. If we have to pay duty, I do not see how. 
Mr. ROBBINS. Then your problem in the sugar industry and for the 

people of the Philippines is not so much having an opportunity to 
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reduce your cost, in order to have some of the industry survive, but 
your problem would seem to be twofold: first, to give an op~ortunity 
to those now engaged in the industry here, as laborers and mvestors, 
to liquidate their investment; and, secondly, to give an opportunity 
to find a substitute industry or crop. Does it come to that logically, 
that, in your opinion, from what you have 5aid, it is hopeless that 
any part of the industry could survive' And that therefore, you have 
two problems: one, to afford an adequate opportunity for liquidation 
of the present industry, and, two, to afford an adequate opportunity 
for the substitution of some replacement industries' 

Mr. ALmuN. What I said is this, Mr. Robbins: If the law con
tinues as it is now-I mean that if in 1946 we have to pay full duty
the only future of the sugar industry is liquidation up to that time. 
But if, instead of imposing the full duty on the Philippine Islands 
in 1946, you give to the Philippines 15 or 20 years of the actual 
conditions, actual free trade, you give an opportunity to the planters 
and to the centrals, in the first place, to improve the production of 
lands and, in the second place, to develop new products that can be 
planted or that can be produced in the vacant land that they cannot 
plant with cane. As I said, supposing that you have 100 hectares and 
that your quota is 10,000 picuIs, with the average per hectare of 100 
piculs, you have to plant every year 100 hectares. If you can im
prove your pI:oduction, your cultivation, and instead of producing 
100 piculs per hectare you produce 200, you can reduce the area 
planted from 100 to 50 hectares and still produce your whole quota 
of 10,000 piculs. You can plant the other 50 hectares not planted 
with cane with other products, and the benefit of your production 
will reduce the cost of production of the sugar that will go to the 
United States and pay so many kinds of duties. 

Mr. RoBBINs. I understood that, but I also understood you to say 
that, even though this opportunity were given and the maximum im
provement were brought about, still your opinion is that the iD.dustry 
could not survive under the imposition of more than 50 percent of 
the United States full duty, is that your statement! 

Mr. ALUNAN. Yes. As I said, that was my thought of the moment. 
Mr. RoBBINs. Therefore, your problems presumably become more 

of liquidation. You cannot avoid eventual elimination' 
Mr. hUNAN. If we have to pay full duty. 
Mr. RoBBINS. Not one of adjustment' 
Mr. hUNAN. That has been our stand: that we cannot survive if 

we pay full duty. We cannot compete with the oriental countries, 
on account of the fact that our cost of production is higher than 
theirs. 
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Mr. RoBBINS. I suppose that there might be certain financial re
quirements for any adjustment program. You said that the prospects 
would be uninviting to private capital, which would indicate that you 
feel that, in order to encourage substitute industries, the Govern
ment might have to lend some financial assistance' 

Mr. A.LUNAN. At least you have to help in the development of those 
products and in the look-out for new markets for those products. 

Mr. ROBBINS. What adjustments have resulted so far from the 
imposition of the quota restrictions which were applied in 1934 ¥ 

Mr. A.LUNAN. What readjustments-what do you mean@ 
Mr. RoBBINS. What substitute crops, for instance, were planted@ 
Mr. A.LUNAN. Primarily rice and corn. 
Mr. RoBBINS. Rice and corn' 
Mr. A.LUNAN. Yes. 
Mr. ROBBINS. Have you any idea of the extent of the area in which 

other products were substituted for sugar ¥ 
Mr. A.LUNAN. No. The only thing I know is that all the vacant 

land that we cannot plant with cane-because it is not necessary to 
produce the quotas-we plant with rice and corn. 

Mr. ROBBINS. There is some data on that which may soon be made 
available in final form, which was collected by the United States 
Department of Agriculture; and it indicated that what you said is 
true, namely, that the chief products to which the former sugar 
lands were devoted were rice and corn; but there were a great many 
other products, as you can see in this long list of crops. Perhaps 30 
to 50 different crops were substituted for sugar in large or very 
small, insignificant part. Now, that was a very serious adjustment, 
in terms of volume, to occur in such a brief period. Did that ad
justment bring any hardship, particularly the restriction program ¥ 

Mr. A.LUNAN. This actual restriction' 
Mr. RoBBINS. Under the quotas the production was decreased. Did 

the adjustment or restriction involve any particular hardships! 
Mr. A.LUNAN. Oh, yes. 
Mr. ROBBINS. What were they! Will you describe them! 
Mr. A.LUNAN. Well, in the first place, the people have already de

veloped certain portions of their land to products where they are 
producing now, for example, 2,500 piculs; and you know that to 
produce that amount they have to spend some money to prepare the 
ditches and to put the lands in condition to be planted with cane. 
But that was changed by the American Government. The benefit 
payment that the American Government has been disbursing here 
helps the farmers a lot. 

Mr. ROBBINS. That offset the loss that the farmers would other
wise have suffered. How much was that-the total on all the crops, 
do you remember' 
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Mr. ALUNAN. I do not remember the exact amount. 
Mr. BoBBINS. About 15 million dollars or 30 JIrlllion pesos' 
Mr. ALUNAN. I think 28 million pesos. 
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Mr. RoBBINS. There was no particular hardship to the planters on 
account of that, because the source of income was unimpaired' Did 
anyone su1ferl 

Mr. ALUNAN. Well, they su1fered in the same way that the planters 
su1fered, because the planters are actually spending money to plant 
the cane. 

Mr. RoBBIN&. What about the employees! 
Mr. hUNAN. Employees of the centrals! 
Mr. RoBBINS. Of the plantations, the farms! 
Mr. hUNAN. Well, they had already received their wages. 
Mr. RoBBINS. Were not some of them thrown out of work by this 

restriction program' 
Mr. ALUNAN. Oh, yes; I believe some of the planters have reduced 

their personnel. 
Mr. RoBBINS. Do you know where they found reemployment for 

the most partl 
Mr. hUNAN. I do not know. 
Mr. RoBBINS. I take it from what you have indicated before that it 

is true that the sugar industry is one of the most desirable employers 
in the Islands, if not the most desirable. And that is one of the 
reasons that you want to perpetuate it; that of all the major in
dustries it pays more wages in the form of accommodation, medical 
services, and so forth. Is that true' 

Mr. ALUNAN'. Yes. 
Mr. RoBBINS. What industry on the average would pay unskilled 

labor the wages nearest to the sugar industry! 
Mr. ALUNAN. I think the cordage people here in Manila. are paying 

good wages also. 
Mr. ROBBINS. In the case of the manufacture of rope-how about 

the agricultural industry' Are the wages paid in the production of 
rice, corn, or coconuts comparable to those paid for field labor in 
sugar! 

Mr. ALUNAN. No; because in the rice industry, for example, or
dinarily the laborers participate in the production. . .. 

Mr. ROBBIN&. About how many centavos per day is the di1ference~ 
do you think, between the wages of laborers (for unskilled work) 
in the sugar industry and in the agricultural industry, generally, 
in the Philippine Islands' 

Mr. ALUNAN. You know in the sugar industry we pay to unskilled 
labor around one peso a day, but we give them houses. 



416 HEARINGS HELD BEFORE THE COMMITTEE 

Mr. ROBBINS. You are speaking of the employees of the centrals. 
Well, I mean the great average, including the agricultural laborers. 
Their wages do not average a peso a day! 

Mr. hUNAN.' No; I am explaining first the central, then I am 
going to pass on to what I think is the condition of the ltacierulaS. 
To the unskilled laborers of the centrals, we pay an average of one 
peso a day. It is a little bit less in the off season but more than one 
peso during the I!lWing season, and besides we give them house, light, 
quarters, medical service, school for the children, and a club house, 
firewood-all that is necessary for them to live. 

Mr. ROBBINS. What do you consider the average value of all those 
in terms of wages! 

Mr. hUNAN. Including the lights and everything! 
Mr. RoBBINS. For instance, is the value of the housing accommoda

tions, hospitalization, and so forth, equivalent to an additional half 
peso in cash daily! 

Mr. hUNAN. I should say a little bit more, about a peso more. 
And then, that is the central. In the plantations, at least in Negros, 
we give around 60 centavos a day to the laborer, plus one house with 
a small lot where he can raise vegetables. And during the milling 
season, we give them what we call pakiao, or contract work, and 
usually they can make more than Pl. 50, or about t"2 a day. And 
of course most of the planters consider their laborers as part of 
the family. If they have trouble, or somebody is sick, the planters 
have to pay for the doctor and medicine; if somebody dies, they 
have to pay for the burial. 

Mr. RoBBINS. I can understand that. Now, taking it all into ac
count, what would, you say would be a reasonable estimate of the 
average income of the Filipino field laborer in the sugar industry 
and of field laborers in other agricultural industries' 

Mr. ALUNAN. Well, I am not familiar, Mr. Robbins, with what 
they pay in the other industries, because in my whole lifetime I 
have been a sugar-planter, and I can speak only of sugar. I can 
say, however, the sugar industry pays the highest. 

Mr. ROBBINS. This morning it was indicated by the spokesman for 
the planters' that the profit from the use of land in the production 
of sugar greatly exceeds the profit from land used for the produc
tion of any other crop; is that true' 

Mr. ALUNAN. I said so this morning. 
Mr. ROBBINS. And you indicated that the profits of the centrals 

were probably comparable to those of the planters, did you not! 
Mr. ALUNAN. Yes, more or less. 
Mr. RoBBINS. That would give us in toto a very highly profitable 

industry, would it not! It pays the highest wages in the Islands, 
and it has become the most profitable pursuit. 
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?tIr. ALlJlUlf. AB long as we can send sugar to the United States 
free of -iuty, it is the most profitable industry in the Islands. 

?tIr. RoBInNs. It seems to me, upon reading your brief, that you 
were very much concerned with your problem of avoiding, so far as 
possible, any increased burden on your industry; and I think everyone 
would sympathize with that, because no one, presumably, loves ad
ditional taxes. But you have indicated that the Government may 
require, in order to finance an adjustment program, considerable sums 
of money, and you have indicated that of all the industries in the 
Islands sugar is the most profitable. Now, do you think that on that 
basis the Government might be justified in assuming that perhaps 
the best place to raise this additional fund to be used for the public 
welfare would be by levying sOme sort of a tax on sugar! Where 
else could you find a more appropriate source of funds for public 

purposes' 
?tIr. ALUlfAlf. I am going to answer that question in this way, Mr. 

Robbins. The sugar industry-if we can follow that-if we can 
live, instead of seven or eight years, 15 or 20 years more, we will be 
very glad to give to the Government part of the profits every year 
to help in the deVelopment of new industries or new production in 
this country to take the place of sugar. But when you know exactly 
that your life is for seven or eight years, you have to economize if 
you want to retire your invested capital with a reasonable profit 
during that time.. I would prefer a business which gives me 10 or 15 
percent profit every year but which I know would last 50 or 60 years, 
to a business which gives me 30 percent every year but which will 
last me only for five or six years. What are we going to do with 
all these machineries that we have now' 

?tIr. BoBBINs. Another problem of the industry seems to be, on the 
basis of what the Committee was told this morning, one of rigidity, 
because of the presence of inflexible contracts between centrals and 
planters and between landowners and tenants. It was indicated that 
while the total income of the industry might be adequate for the 
general welfare of its workers, in fact greater than any other industry, 
you have an almost impossible situation on your hands in readjusting 
these contractual relationships. Now, I wonder what possibilities, 
if any, you have in mind. Would you propose that by legal com
pulsion the contracts between centrals and planters be rewritten! 

Mr. A.LUlfAlf. I would prefer not to answer that question. 
Mr. RoBBINs. 1>0 you think that some other device might be used! 

Do you suppose that the centrals and planters would agree to submit 
their problem for arbitration to a disinterested party appointed by 
the Government' 

?tIr. ALUlfAlf. I am sure that the planters and centrals would be 
glad to discuss it with the Government sometime.. 
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Mr. RoBBINS. po you think that they would agree to 8:Ct in accord
ance with the findings ¥ 

Mr. ALUNAN. That is something that -I,..caIlIJ.ot say, because that 
is dependent on' individual interest; but I am sure that the industry 
as a whole will be glad to discuss this question with the Govern
ment whenever the Government deems it necessary to do so. 

Mr. RoBBINS. You said this morning that you are a sugar-planter, 
and since you are also the president of the Philippine Sugar Associa
tion, it seems to me that you are in an excellent position to view this 
problem from both sides and that you might make some suggestions, 
on at least the possibilities that may exist of inserting enough flexi
bilityinto the situation to make it more readily adaptable to 
adj ustment. 

Mr. ALUNAN. Well, as I told you, Mr. Robbins, I am sure that the 
sugar industry as a whole, which means centrals and planters, would 
be very glad to discuss that question with the Government when 
the Government finds it necessary to study the condition. 

Mr. ROBBINS. In YQur brief and in your testimony also, you request 
a long period of free trade. In fact, the brief urges a permanent 
free-trade relationship. But, of course, as you know, political inde
pendence is, under normal circumstances, eventually accompanied 
by economic independence. Now, suppose you faced this problem: 
That you had been asked to recoIilInend a plan for the gradual elimi
nation of all trade preferences between the Philippines and the 
United States and that you could not, therefore, turn to the alterna
tive of continuing trade preferences. Your duty would be to recom- ' 
mend a program to eliminate them. On the basis of your experience, 
and viewing the problem from ~he broadest considerations of the 
public interest, what would you suggest as a program of eliminating 
trade preferences with respect to your industry @ 

Mr. ALUNAN. In the first place, I do not understand why the trade 
relations between the two countries cannot continue. 

Mr. RoBBINS. We are not discussing that. I am putting that ques
tion aside for the present. What I am asking is, we are assuming 
that you have one problem before you and must recommend a pro
gram for the gradual elimination of all trade preferences. What 
would you propose W 

Mr. ALUNAN. I would propose between 15 or 20 years at least. 
Mr. ROBBINS. You would propose 15 or 20 years for the elimination, 

giving a long time. 
Mr. ALUNAN. In such a way that you give an opportunity to the 

Filipino people to readjust themselves. 
Mr. ROBBINS. Well, how would you plan that adjustment period W 

Would you, in applyuig your taxes, apply them gradually from year 
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to year with small incrt:JIlents or would you begin by wiping out a sub
stantial amount and then extending that adjustment for four or 
five years, and the~ in!roduce another large adjustment in the in
dustry' Which would you prefer' 

Mr. ALtmAN. At the moment I cannot tell you what is the best, 
to increase the tari1l on the Philippine product that goes to the United 
States or to decrease the amounts that we can send to the United 
States every year. 

Mr. RoBBINS. Wlllchever way it is done, which would you think 
the best, and for the public interest, a very gradual elimination spread 
over the whole period or certain very abrupt changes within the 
period' 

Mr. ALUNAN. Gradual. Of course, that export tax of 25 percent 
and then full tariff after that is a little bit strong, to my mind. 

Mr. RoBBINS. This morning I undertook to obtain from you in
formal estimates of the profits of the centrals in order that the Com
mittee could more nearly appraise, with the use of such facts as you 
might add to what we already possess, the degree of pressure that 
would be placed on your industry if certain graduated taxes applied, 
and you were unable to supply that information. If you would .be 
kind enough, I think it would be useful if you would insert in the 
record, data on dividends, paid by the centrals, that your· associa
tion may possess. I suppose you have that. 

Mr. ALUNAN. We do not have that, Mr. Robbins, because we have 
nothing to do with the administration of the centrals. 

Mr. RoBBINS. Do you suppose that your association would be kind 
enough to undertake to collect that data from such centrals as have 
it available' 

Mr. ALUNAN. I was going to· say that, if I am not misinformed, 
I believe the Tariff Commission has all that information. 

Mr. RoBBINS. That is not up to date, and it is not on the basis on 
which I was going to request you to place the figures. Let us leave 
it this way, optional to the association, that I suggest that it would 
be helpful if you would supply us with such data as is available on 
dividends that have been paid by the sugar centrals, stating those 
dividends in total, that is, cash, stock, and other special-asset divi
dends, as & percentage of the original cash capital investments and 
other capital commitments. 

Mr. ALUNAN. I will try to get that information for you, Mr. 
Robbins. 

Mr. RoBBINS. I believe that is all, thank you. 
Chairman MACMUJlBAY. Are there further questions' 
Mr. DOJlFHA.N. Mr. Alunan, do I understand you to say that the 

centrals and planters are already in the process of liquidating, in 
anticipation of export taxes and the like' 
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Mr. ALUNAN. No, in anticipation of independence in 1946, and the 
payment of full duty in 1947. 

Mr. DORFMAN. Well, that the industI"I. has already begun to 
liquidate! 

Mr. ALUNAN. They are beginning to retire their capital in such 
a way that in 1946 or 1947 all capital would be retired. 

Mr. DORFMAN. Precisely in what way has this liquidation mani
fested itself! J~t_what have they done! Have there been no new 
leases between planters or tenants to run past 6 or 10 years! Have 
any new leases been made recently between planters and tenants to 
run past 6 or 10 years, and if so, how many! 

Mr. ALUNAN. No. All the life of the leases is only for 1945 or 
1946. 

Mr. DORFMAN. No leases extend beyond that! 
Mr. ALUNAN. None beyond that. 
Mr. RoBBINS. May I ask another question ¥ I wonder if in facili

tating the distribution of your quota allotments, Mr. Munan, from 
the least-adapted to the most productive lands, it would be helpful 
if your Government acted as an intermediary agency to receive the 
allotments of marginal producers, as their profits tended to disappear 
with the gradual elimination of trade preferences, and to sell those 
allotments, for what they would bring, to the more efficient pro
ducers who had land available to use them, and then compensate 
the marginal producer. Pay the seller a liquidation dividend, so to 
speak, by turning over to him the proceeds of the sale of the allot
ment privilege. Would you believe that some such arrangement 
would be advisable to facilitate adjustment in this case! 

Mr. ALUNAN. T1!.e Government you mean! Well, every transfer 
of quota now has to be approved by the Government. 

Mr. ROBBINS. Well, does the Government act as a real-estate broker 
acts, for instance, in trying to bring buyer and seller together! I 
wonder if that would contribute anything to the solution of your 
problem. 

Mr. ALUNAN. No, it is not acting as a broker, but any agreement be
tween the two parties has to be approved by the Government. 

Mr. RoBBINS. But do you think the Government !night help in that 
way' 

Mr. ALUNAN. It !night. 
Mr. ROBBINS. Just one other thing. You stated that, in your 

opinion, Bais, being one of your lowest-cost areas, could not increase 
its production more than 20 percent. 

Mr. ALUNAN. Yes, because all the land there is good land, I mean 
for cane. It is already planted. 

Mr. RoBBINS. I wonder if your information is complete or what 
the explanation may be; because, when the ComInittee visited that 



421 

central area one of the largest producers, if not the la,rgest, advised 
Mr. Roxas ;nd me that, in his opinion, the production there could be 
increased from 50 to 100 percent if quota privileges were only made 
available from marginal plantations elsewhere. 

Mr . .ALUNAN. Well, I do not know. I am not very sure of Bais, 
but I mentioned two districts that are very low cost areas, and they 
are San Carlos and Bais. 

Chairman :MA.cMURRA.Y. ~e there further questions! (No re-· 
sponse.) Thank you very much, Mr. Alunan. 

(Here follows the printed brief submitted by the Philippine Sugar 
Association.! ) 

Senator Harry B. Hawes will continue, please, on behalf of the 
Philippine Sugar Association. 

STATEMENT OF THE HONORABLE HARRY B. HAWES, 
REPRESENTING THE PHILIPPINE SUGAR ASSOCIA
TION 

Mr. HAWES. Mr. Chairman and Gentlemen of the Committee: I 
have brought with me a brief,1 which I ask permission to file, that 
deals very largely with what might be called the historical back
ground of this subject; for, without that historical background, I am 
quite satisfied that neither the Committee nor the Congress will 
understand this question. 

I approach the subject with the greatest sympathy for a successful 
termination of this inquiry, realizing of course that when the Com
mittee is through, the Americans on the Committee will present their 
point of view to the President of the United States, the President 
of the United States will confer with his Cabinet, and a similar 
course will be pursued by President Quezon. And then, ultimately 
and finally, and for the purpose of final decision, the subject will go to 
the Congress of the United States for final decision by them and, I 
assume, to_ the Philippine Assembly for final decision by them. 

I have taken the liberty of going outside of economics a bit, be
cause I believe the United States has entered into what might be 
termed a contractual relationship with the Filipino people. 

In 1931 the Senate of the United States commenced to study the 
question of ultimate independence. It was a long and a very 
thorough study, followed by one upon the part of the House of 
Representatives, resulting in what I might term, if you please, 3Jl 

offer of independence to the Filipino people. It did· not give the 
Filipino people independence; it offered them independence under 
certain conditions, subject to their approval of those conditions and 

I See vol. III. 
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their acceptance,amongst other things, of a constitution, a form of 
government, to be presented to the President of the United States 
for his approval or disapproval. 

These things were done ultimately; but here comes a vital historical 
fact, divorced entirely from the subject of economics: When the first 
offer was presented to the Filipino people, it was rejected; it was 
rejected largely because of certain economic provisions contained in 
that bill. 

Thereupon a new proposal was presented. In that new proposal 
there were very few changes from the first proposal. There was one 
word changed in the title in the first offer and placed in the second 
offer. The word "complete" was put in, and it changed the title 
of the bill by one word. 

But there was a very definite departure from the first offer and 
the second offer contained in a message of the President of the 
United States when he sent the bill to Congress and stated, to quote: 
"I do not believe that other provisions of the original law need to 
be changed at this time. Where imperfections or inequalities exist I 
am confident that they can be corrected after proper hearings and 
in fairness to both people." 
. And I assume that this honorable Committee is engaged today 
in that particular work. Let me call your attention to the recep
tion of this second proposal by the Filipino people. Their an
swer when they accepted the bill was: "Because the Filipino people 
cannot, consistent with their national dignity and love of freedom, 
decline to accept the independence that the said Act grants; (b)· 
because the President of the United States, in his message to Con
gress on March 2, 1934, recommending the enactment of said law, 
stated: 'I do not believe that other provisions of the original law 
need to be changed at this time. Where imperfections or inequali
ties exist, I am confident that they can be corrected after proper 
hearings and in fairness to both people', a. statement [this is the 
language of the Philippine Assembly] which gives to the Filipino 
people reasonable assurance of. further hearings and due considera
tion of their views." So we have the record of the President of the 
United States going to the Congress and the record of acceptance 
b1the Philippine Legislature, both embodying a promise of economic 
readjustment .. 

May I add to that quotation the statement made by the Vice. 
President on his recent visit to those Islands, wherein he said: "Our 
great President, Franklin D. Roosevelt, in sending the last inde
pendence bill to Congress, accompanied it with the recommendation 
that where there were inequalities in our trade relations, they should 
be adjusted by a committee representing both people who could 
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arrive at an equitable decision which would prove advantageous 
to our 120,000,000 people and to your 14,000,000 people." 

He was followed by the next highest officer in the American GOT

ernment, the Speaker of the House of Representatives-and remem
ber that these statements were made before the Philippine Assembly. 
Mr. Byrns said: "You raise products which' are not raised in. the 
United States. We sell you manufactured articles which are not 
made in your country. We believe that the President's commission 
will work out an equitable plan beneficial to both nations and that 
the result of those recommendations will strengthen the ties that 
will become stronger with the years." 

That is the record of the President of the United States, the Vice 
President of the United States, and the Speaker of the House before 
the Philippine Assembly. 

What does it refer to ¥ It refers to the question of economic re
consideration of that portion of the second offer of independence. 

Now, reverting directly to the subject of sugar. When this matter 
was discussed in the Congress 'when the first offer was mad~nd 
it was not discussed when the second offer was made-there was a. 
llinitation placed upon sugar, which, in the langUage of Senator 
Pittman, was supposed to be what was called the 8tatUII quo at that 
time, 850,000 long tons. 

Since that time a meeting was called in Washington by the Secre
tary of Agriculture. It began in June; it ran until September. 
It had the representatives of continental beets, of continental cane, 
of Puerto Rico, of Hawaii. Cuba was not included because Cuba 
is a foreign nation. 

All these areas are under the American flag and under the sov
ereignty of the United States, except Cuba-when we withdrew 
our Platt amendment we withdrew all legal obligations that existed 
between these two countries, retaining for them a very friendly, 
kindly interest. . 

But the situation regarding the Philippines and Puerto Rico and 
Hawaii is different. The Pliilippines is under the sovereignty of 
the United States. The Commonwealth has been given the jurisdic
tion of a state, and there that jurisdiction ceases. When they go 
outside into the national field, the same condition applie$ that applies 
in America, and it becomes a power vested solely in the Fed;ral 

. Government. 
Let us see what happened to these quotas, beginning with the 

850,000 long tons. I could quote at considerable length, but I hope 
you will do the association the honor of reading the different authori
ties and figures quoted. in my memorandum. I am at a loss to under
stand why there should be a discussion of free trade, or this quota, 
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because the question of this quota is not raised by continental beets, 
it is not raised by continental cane, it is not raised by Hawaii, it is 
not raised by Puerto Rico; it has been agreed to by the Congress of 
the United States and fixed by the Congress. Not only has that 
been done, but they have given us more than we asked for. We lost 
65,000 tons, received less than that in the voluntary agreement, 77,000 
less than recommended by the President of the United States; and 
approximately t~e _ same amount is recommended by the Secretary 
of Agriculture. In fact, the Philippines have lost 500,000 tons of 
sugar for which they have received no compensation. 

So that you, Gentlemen, who have been reading the papers on the 
recent congressional debates may have been surprised why Puerto 
Rico never attacked our quota; neither did Hawaii, nor continental 
cane or beets. 

They saw the equity of the thing, the justice of it; and why would 
these continental areas understand this@ Because they now know 
that they are under a quota system. 

At the time of the independence offer, there was no quota system. 
It was introduced subsequent to that period. They were alarmed 
at that period at the ability of the Philippine Islands to produce 
in unlimited quantities. It has demonstrated its ability to do the 
very thing that they feared. 

But when the quota system came in and the Philippine Islands actu
ally' accepted less than recommended by the voluntary agreement, 
less than recommended by the President of the United States, and 
less than recommended by the Secretary of Agriculture, no single . 
area under the American flag questioned this quota either before 
Congress or befo~ the public. 

It may be that Cuba wants more, but I believe the impression is 
being formed very rapidly that Cuba has enough. 

Once we understand the very simple fact, gone over so often that 
a child can understand, that the American people consume 6,500,000 
tons of sugar a year, and (unless, by law of Congress in some other 
enactment or dictation, the sugarbowl is to be lessened in its size) 
that is the demand of the American public for sugar. 

Although given the production quota they asked for or that the 
different departments of our Government approved, the continental 
productions could not reach 2,000,000 tons, so 4,500,000 tons must 
come offshore-part from Hawaii, part from Puerto Rico, and part 
from the Philippine Islands-then, because of our trade, a very 
generous portion to Cuba.. 

I have heard some questions raised this morning that interested 
me. Some questions about the cost of production in Hawaii com
pared to the cost of production in the Philippines. Hawaii has & 

population of less than 400,000 people. Its great plantations contain 
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thousands of acres. Puerto Rico has about a million and a half peo
ple' Cuba, about 3,500,000; the Philippines, 14,000,000 (Governor 
Mu~hy said 18,000,000) that have been under the sovereignty and 
control, in the capacity of guardian and ward of the United Stat-es 
for nearly 40 years. 

Returning to sugar, you can almost mark on a chart three periods 
of sugar development in the Philippines. The early Spanish ex
plorers founded it here. The trade built up to a considerable degree 
(my figures are in the brief: I think it was some 300,000 tons). And 
then came the war in 1899, and we allowed Spain 10 years in which 
to adjust her business with the world and with the Philippines. 

(Ten years; and yet we are not allowing the Philippine Common
wealth the same consideration in the matter of time that we allowed 
Spain.) 

Following that 10-year period, the Philippines was paralyzed in 
industry. We lost some thousands of soldiers; and, likewise, thou
sands of Filipinos died. So we decided to prepare them for a bet
ter life and larger activity, and we made some concessions in the 
tariff; and then Congress decided to do two things: One was to give 
American manufacturers almost an exclusive market in the Philip
pines, and the other was to give to the Philippines free trade in the 
American market. 

It would have been an act of dishonesty to take the market for 
ourselves and refuse the market to the Philippines. But, despite the 
fact that our school teachers had taught liberty and that our army 
officers had celebrated the Fourth of July in the Philippines, yet, 
when the American offer for free trade was made to the Philippine 
Assembly, they rejected it. 

That is a matter of record-they rejected it because they felt that 
the ties would become so tight, so close, that all trade would go to 
America and no trade would come from outside and that the markets 
of the world would be closed to them. 

And that is exactly what has happened. When these American 
offers no. 1 and no. 2 were mad~let me divert for a moment, even 
though my name is involved. 

One of those things happened in legislation when compromise be
comes necessary. The original bill reported from the .Senate Com
mittee provided for a 15-year transition period and for a. plebiscite 
to be held at the end of the 15 years-not at the beginning-also that 
no taxes should be levied until the end of the tenth year. 

That was changed, I think largely because at that period the quota 
system had not been introduced for congressional consideration. 

The period was shortened, and what we call the five-year lCstair_ 
steps" was put in to again halt what appeared at that time to be 

82709-38-voL ~28 
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a menace-Philippine sugar. That menace does not exist today, and 
no one charges that it exists. That entire argument has passed out 
of existence as a result of the new quota theory of control. 

We are sometimes diverted. I was very much interested in my 
friend Dr. Dorfman's question about the families in the Philippines, 
whether five would be a proper average. Well, he has been down in 
the southern provinces, and he ought to know without asking that 
question whether or not that is a proper average. I might say that 
Mr. Mussolini nas- been complaining that the birth-rate is too low 
in Italy; Mr. Hitler complains that it is too low in Germany; the 

. French complain about it; while President Quezon, although he 
complains about a great many things has not, I think, complained 
about the size of the families in the Philippines-one of the few 
nations where no complaint is coming. 

These people are growing in population. They are growing in 
contact with the world; so far we are letting them have that contact. 

You cannot compare the growing of sugar in the Philippines with 
the growing of sugar in Hawaii or Puerto Rico. The American 
Government purchased what we called the "Friar lands". It in
vested 7 million dollars in that purchase and sold these lands to the 
Filipino farmer and limited his purchase to 10 acres. When Harvey 
Firestone came over-going to the question of rubber-and some of 
our capitalists entered the sugar industry and proposed the purchase 
of large tracts of land, such as were bought in Puerto Rico and in 
Hawaii, they were limited to 2,500 acres. 

There has been no control in Puerto Rico, in Hawaii, or in Cuba. 
So you cannot draw a line between the Filipino farmer, with his 
10 acres, in the matter of production and the cost of production, and 
these other great farm areas that have unlimited acreage and un
limited opportunities for cheaper production. 

Some reference was made this morning as to what will be sub
stituted for sugar. Let us take coconuts. Let us take abaca. We 
know that the three great lifestreams of the Philippines are sugar, 
coconut oil, and abaca. Someone said, let us bury all these crops; 
let us plant something new. Well, we will have to deyelop some new 
brains better than those that the American Government has sent here 
for 25 years. 

They have recommended the raising of cattle and sheep and hogs. ' 
They recommended and experimented with corn and oats and other 
products of that kind. That has been tried by the American Gov
ernment, with the very hearty cooperation of the Philippine Gov
ernment, and it has not proven a success. You cannot go out to the 
beet-sugar districts of Nebraska and tell them, "You diversify your 
crops. Stop planting beets and plant corn." They will tell you that 
their soil is best suited for beets. 
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So it seems to me, so far as sugar is concerned, when in a volun
tary agreement we have exceeded the. present quota, when the Presi
dent of the United States recommended a larger quota, when the 
Secretary of Agriculture recommended & larger quota, there is not 
any debate about this matter. 

If there is any single witness who has appeared before this Com
mittee and who has asked that it be reduced, I have not heard of it. 
If you have a statement of that kind it must be concealed some place 
in these numerous briefs, which I notice, by the way, you are begin
ning to get from chambers of commerce-and if that continues even 
the patience of the Ambassador from Turkey will be tested to the 
utmost-chambers of commerce of Great Britain and France and 
Holland and Germany, that are going to tell an American-Philip
pine Commission what they should do about the relations between 
the American people and the Filipino people I I feel sorry for 
this Commission if they have to read them all. 

Now, there is one open subject. That is, this last five-year period 
when duty begins. Where does that money go' It does not go 
to the United States; it goes into the Philippine Treasury. So if you 
change that, you are taking nothing from the United States 
Treasury. 

You are not adding anything in the way of competition to conti
nental beets or continental cane. It was put there as a compromise
let's be frank about it-one of our diStinguished Senators still in 
the Senate had the theory of a bill of a graduated tari1l extending, I 
believe, for some 20 years. We tried to put in a graduated tari1l that 
would bring money, where! Not to the United States, but to the 
Philippines, that they might pay their debts and experience what a 
tari1l meant. 

But we know now that, under the quota system, since we have 
taken in Cuba on most pref~rential terms, the 5, 10, 15, 20, and 25 
percent duties are too heavy for the sugar to bear in competition 
with other areas. 
If it is necessary to provide revenue to pay 011 any bonded indebt

edness, let the Filipino people through their Assembly exercise 
their discretion in the matter as to how it should be done. I do not 
believe there will be objection in Congress that the duty on sugar 
be taken 011. 

I cannot visualize such opposition. Personally, I know that you 
cannot put this settlement on the basis of taxes. I know· you· will 
have to consider the background. I know you will have to consider 
the things that the United States had these people do. Furthermore, 
I know you are going to consider the opinion of the world. After 
40 years' relationship of guardian and ward, I do not think: you can 
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very well say, "You are 21. Get out. I don't want to see you again"; 
because I do not believe the ~ericans will ever forget. 

I thank you, Mr. Chairman, unless somebody wants to ask me 
some questions.' 

Chairman MAcMURRAY . .Are there questions! 
Mr. DORFMAN. Senator Hawes, I am sorry if I conveyed the 

impression that I was amazed at the size of the family in the Philip
pines. I was nQt._ What I was amazed at was the statement that 
there was only one person in a family of 5 or 6 who worked. 

Mr. HAWES. Well, you know we have the same thing in America, 
about father who lies around all day. In other countries it proves 
much the same. There are as many girls in the family here. They 
have the washerwoman, they have the grandma, and the mother-in
law-I am sorry to say-and they all have to be taken care of; and 
that comes under the head of the family. You say 5; I say 7, from 
my observation in the 'barrios. 

Mr. DORFMAN. But if the mothers-in-law are taken into some 
families they are taken away from other families. 

Mr. HAWES. God bless them. Some of them are fine; many of 
them are not. 

Mr. WARING. Mr. Hawes, in your brief you mentioned that Philip
pine industry curtailed its production by about 500,000 tons from the 
peak in 1934. 

Mr. HAWES. Yes, Sir. 
Mr. WARING. And did so without receIvmg any compensation. 

Now, it did receive about P15,000,000, did it not, from the Agricul
tural Adjustment Administration to carry it over the initial part of 
that adjustment' 

Mr. HAWES. Yes, but, Doctor, 500,000 tons of sugar in America at 
that time was worth about $7,000,000 for each 100,000 tons. I mean 
if they could have sold it on the market, it would have been so much 
ahead. 

Mr. WARING. I am not disputing that fact. It was merely that I 
thought the brief was not quite accurate when it said that there was 
no compensation, when in reality there had been some. 

Mr. HAWES. The same compensation that went to Hawaii, to 
Puerto Rico, and to continental United States; nothing but that. 

Mr. WARING. In the statement which you have just made and to 
which I listened with great interest, I noticed that you said the 
Philippines was growing in its contact with the world as far 
as we-I presume you meant the United States-were willing to let 
it have that contact. I wondered just what you had in mind. I 
was not aware that, so far as trade contact is concerned, we had 
hindered it in any way. 
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Mr. HAWES. I macle that statement on the theory that people could 
not buy unless they could sell and that we absorbed the products of 
the American manufacturers, mines, ffrms, and so forth, to the ex
clusion of the rest of the world. If we did not buy from them, they 
would not buy from the Philippines, and we closed the markets that 
way. That was what I meant. 

Mr. W AmNG. We have been, I understand, supplying about 65 
percent of the market, leaving 35 percent for foreign countries. 

Mr. HAWES. Yes, Sir. 
Mr. WAJUNG. Now, if I may ask one other question. 
Mr. HAWES. As many as you please. 
Mr. WAmNG. You speak in your brief of the benefit of free trade, 

and I find there this sentence: "Notwithstanding the difference in the 
application of reciprocity to the commerce of the two countries, the 
result of free trade has been mutually advantageous." While I am 
perfectly convinced that it has been advantageous to those Ameri
can firms who have been enjoying the benefits of the Philippine mar
ket, I am wondering if the trade can be considered advantageous 
from the standpoint of the United States as a whole. 

Mr. HAWES. I think so, Doctor, for this very essential reason: The 
latest commercial report, I believe, places the Philippines now, if I 
am not mistaken-I read it only last night-as about the seventh
best customer; I got it from the Olipper last night. That is quite 
remarkable. It is a very valuable customer indeed, and those peo
ple could not buy unless they sold things they raise. 

Mr. W AJUNG. That, I think, is perfectly true; but it is the terms 
upon which you buy that really are important, and it has occurred 
to some people in studying the trade relations between the two coun
tries that the terms upon which we buy certain Philippine com
modities, notably sugar, are less advantageous than those which the 
United States might obtain if they purchased sugar elsewhere. 

Mr. HAWES. Well, right now I would say that was not entirely 
correct, but the correct answer to that is that it was the United 
States, not the Philippines, who encouraged this development of 
sugar and forced free trade upon the Philippines. It was not their 
act; it was our act. 

Mr. WARING. It was, was it not, the act o:f the Philippines, how
ever, that brought about the passage of the Independence Act; that 
is, the initiative was taken by the Philippines in asking for 
independence , 

Mr. HAWES. Doctor, they have sent missions over there year after 
year, as you know. The inspiration of those missions was the old 
American "school marm" and the Fourth of July speeches, as you 
know. Now, I do not know just what to think of the situation today 
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with the Orient on fire. But, undoubtedly, these people have felt 
that they do not want to be a bird, even if it is in a gilded cage, 
and they want to strike out for themselves. Now, through an agree
ment with our President and their President, I understand this 
Commission is here to decide what these inequalities are and to make 
recommendations which will go to Congress to wipe out the inequal
ities wherever you may find them. You may find them on one side 
or you may find them on the other. I was one of those persons 
who changed his mind about Philippine independence. I was a five
year man. When I came out here I quickly changed my opinion. 
I think they have to have more time. . 

Mr. W AlUNG. One final question. Knowing as you do so well, the 
general commercial policy of the United States, do you feel that it 
would be possible for an independent Philippines to have permanent 
free-trade relations with the United States ¥ 

Mr. lliWES. Doctor, that presents a tremendously interesting, fun
damental question, which, of course you know, goes into the ques
tion of profits. I would say, Yes. I would say, Yes, because there 
iff no nation in the world that has not watched our contact, our 
. guarding of our wards, as you may call it, with sympathetic inter
est; and they would naturally expect greater consideration to be 
given to the Philippines by the United States because of that prior 
contact of 39 years than would be given any other nation. I think 
that would be in the minds of their statesmen and in the hearts of their 
people; and they would realize that this was not what you might 
call being ofl'ensive. A grown child, grown up in our household...,... 
they would not expect us to put that child on the same basis as any 
other nation. 

Mr. WARING. Knowing, as you do so well, the legislators of the 
United States, would you say that a similar feeling existed in the 
hearts and minds of the members of Congress regarding this matter ¥ 

Mr. lliWES. Doctor, I think you will get me in trouble. I believe 
that the Congress of the United States was swayed for a time by 
the thought that Philippine sugar was hurting continental sugar, 
and now that feeling has gone. I think they were told that coconut 
oil was taking the place of a substitute for butter, in other words, 
margarine;· but I believe that they know now that a line may be 
drawn between edible and non-edible oils, that Brazil has forests 
bearing a certain nut with the same properties as coconut, and that 
coconut oil can be made inedible; those two great forces have there
fore disappeared. I know that one of the forces in Congress back 
of this bill was union labor. Union labor now has its limitation of 
50 years, and it has an appropriation from Congress to bring back 
to the Philippines at the expense of the American Government any 
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Filipino who wants to return. So I think there are three powerful 
forces that existed prior to this time that do not now exist. Then 
there was a law passed by Congress relating to cordage, and that 
was agreed to by both sides and the question was more or less elimi
nated. I am trying to answer this the best I can. I think there is 
a feeling of fine friendship, and I know this: That when the Ameri
can people understand that there are 15,000,000 Christians out here, 
a spearhead in the Orient that may be wiped out, Congress will con
sider that fact. 

Mr. W AlUNO. Granting, :Mr. Hawes, that because of the long re
lationship and the peculiar circumstances which you have outlined 
so well that surround this problem; granting, I say, that the Philip
pines is entitled to every consideration and most liberal treatment, 
do you feel that the United States would be justified in adopting a 
policy of pElrmanent free trade if that meant that the United States 
had to pay continuously a higher price for commodities which it 
receives from the Philippines than it would have to pay if it got 
them elsewhere' 

:Mr. IlAWES. Doctor, I believe that that question would be solved 
automatically by the demand for the supply furnished by the Phil
ippines. If there were no demand, there would be no purchaser. 
The new reciprocal trade agreements are a departure in our policy, 
as you know, within the last four years; and I don't believe--and I 
can demonstrate it-that the International Sugar Conference, where
in 21 nations met to stabilize sugar and put it on a quota basis, 
singled out the Philippines and said that the most-favored-nation 
clause would not apply to the quota from the Philippines. Inci
dentally that treaty carries with it a thought. It is not a treaty. It 
is now in the United States Senate waiting for consideration by the 
Senate, illustrating the point that I am trying to make, that I am so 
hopeful that out of this Commission will come something inspiring 
not only for the Philippines and the United States but for the whole 
world. I think this: That England's treatment of Canada, Eng
land's treatment of Ireland, England's treatment of Australia, and 
Holland's treatment of Java and their various possessions having 
long-established friendships, would be considered by the rest of the 
world in any shade of benefit that the United States might give to 
the Philippines. That is my own opinion. 

Mr. W AlUNO. Thank you. 
:Mr. DORFMAN. I wonder, Senator Hawes, why it follows that, be

cause no important American interest complains about certain im
ports coming from the Philippines and because the Philippines pro
vides a very good market for exports from the United States, the 
trade is necessarily mutually advantageous. In order to have specific 
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data with which to deal, may I refer to the trade figures for 1935 ¥ 
In that year, on the basis of the million tons of sugar that the United 
States obtained from the Philippines, and on the spread between the 
world price of sugar and the price paid for Philippine sugar, the 
United States, considered as a nation, paid $44,800,000 more for that 
million tons than it would have been obliged to pay had it purchased 
that sugar in the world market; and such an amount of sugar could 
have been purchased in the world market. 

Mr. lliWES. Doctor, would you tell me where it could come from 
in the world market ¥ • 

Mr. DORFMAN. Cuba and Java sold in the world market at that 
price, and they could have sold a much larger amount than they did. 

Mr. lliWES. If you mean Holland could have done it, then two or 
three or four banks in New York could have done it. That ,is what 
you really mean @ 

Mr. DORFMAN. Irrespective of who could have done it, the United 
States could have obtained it. It is true, as you pointed out, that, 
in consequence of our paying a higher price for sugar to the Philip
pines than we would have been obliged to pay if we had purchased 
it elsewhere, the Philippines bought a great deal of goods from the 
United States which they otherwise would not have been able to buy. 
In that year (1935), we sold the Philippines about $52,500,000 worth 
of goods. Assuming that there was no loss to the United States 
other than the loss on the sugar, do you think that it was mutually 
advantageous to exchange goods with the Philippines on those terms: 
The aggregate value of the goods we sold them amounted to $52,- . 
500,000, and we lost over $40,000,000 on the sugar we bought from 
them@ 

Mr. HAWES. Now, Doctor, I am a lawyer and not an economist, 
not a doctor of science. I have not studied that. I would like to 
ask you a question. Do you think that we should treat the Philip
pines on the same basis as we treat Cuba @ 

Mr. DORFMAN. I do not think I suggested that. 
Mr. HAWES. Your question leads right to that point. 
Mr. DORFMAN. I was only trying to learn whether you regarded 

the trade mutually advantageous simply because we sell a great deal 
of goods here which the Islands require and do not produce and 
we, in turn, buy a. great deal of goods here which we require and 
do not produce. 

Mr. HAWES. That is right. I will answer that question if you will 
answer me: Are we more morally under obligation to Cuba than to 
the Philippines! If you think so, that would be all right; it works 
around about that way. 
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Mr. DORDu.N. Are you conceding that the exchange of goods, on 
the terms mentioned, costs the United States something and that 
the trade is not mutually advantageous! 

Mr. HAWES. I know that if you stop the raising of sugar in the 
Philippines, leaving only their sale of coconut oil and abaca, you will 
bankrupt the Filipino people; and nothing on earth will make me 
change my opinion on that subject. 

Mr. DORFHAN. I am simply questioning your premise that the trade 
is mutually advantageous simply because the Philippines buy a great 
deal of goods from the United States and we buy a great deal from 
them. 

Mr. HAWES. That is right. The thing, Doctor, is that, when I 
went around, I met Americans and Filipinos wearing American
made goods, such as socks, shoes, pants, neckties (although there are 
Japanese goods, and they are pretty good, I think), and they would 
not have bought American goods-pants, socks, neckties, and every
thing they want-unless they sell something to us and get the money 
to pay for these things. 

Mr. DORFlllAN. I wonder if I would be going too far afield if I 
were to recite to you a story once told me of a man who owned a 
country grocery store' He employed his son at about three times 
the wages he would have had to pay anyone else to do the same work. 
His son, though, was his seventh-best custome~ Whenever the 
father threatened to discharge him, the son threatened to withdraw 
his patronage, pointing out to his father that he would thereby lose 
his seventh-best customer. The father one day figured out how he 
would fare by hiring someone else to work in the place of his son, 
even though he were to lose him as his seventh-best customer. He 
concluded that, so far as purely economic considerations were con
cerned, he would be money ahead to hire another man and to 
lose his son as his seventh-best customer. 

Do you see any analogy, Senator Hawes, between the story I have 
recited and what we were discussing earlier! 
. Mr. HAWES. That is an interesting story, that of the father who 
,,:anted to get the economics of it; and the boy's name is the Philip
PInes and the other man is Cuba; I ask, what would you do!· 

Mr. DORFMAN. I do not think that that is a matter up for con
sideration. 

Mr. HAWES. You want to give this man the whole wide world for 
the sugar business. Name the boy the Philippines, and name the other 
man Cuba, and you take your choice. I think the old man should 
give the boy the break. 

Mr. DORFHAN. May I ask, Senator, whether you would do it on 
economic or on sentimental grounds! 
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Mr. HA WEB. When we let sentiment go to the heart of our people 
and guide Congress, the part of America is done. 

Mr. DORFMAN. Then you would recognize that, although economi
callX it would not be advantageous to retain the son, you would, on 
sentimental grounds, do so just to give him a break. 

Mr. HAWES. No, I would not do that; but if I know this fellow 
just as well as I do the other man, if I know he is a crook, if I know 
he beats his wife, if I know he is inhumane to his children and will 
not provide for- them, while I know that the ·boy is kind-hearted, 
I would give it to the boy, I would not give it to the mean man. 

Mr. RoBBINs. You made a point of the fact that at a conference 
which was called by the Secretary of Agriculture a quota was agreed 
upon for the Philippine Islands in excess of the quota fixed by 
Congress in the Independence Act. 

Mr. HAWES. One million one hundred thousand reserved. 
Mr. RoBBINS. I suppose you refer to the ill-fated sugar stabilization 

agreement. 
Mr. HAWES. Yes. 
Mr. RoBBINS. And I suppose that you know that at that conference 

in which this sugar quota was divided, all the interested participants 
were not present. 

Mr. HAWES. Who was absent! 
Mr. RoBBINS. Vuban producers, for instance, and those who sell 

goods to Cuba. . 
Mr. IIAWES. Do you mean the conference that was called by the 

Secretary of Agriculture, in which territories under the American 
flag were represented! Cuba and Java. were not present. 

Mr. ROBBINS. And since all the areas supplying American markets 
were not present, is. it not easy to understand why quotas not only 
for the Philippines but for various other domestic areas in that 
stabilization agreement were in excess of those adopted by Congress! 

Mr. HAWES. I want to be perfectly frank. In the case of the 
Philippines, I signed the quota. for 1,100,000 tons reserve, and I 
signed my name under protest because I thought they were entitled 
to more than that. The President of the United States then recom
mended 1,097,000 tons, the Secretary of Agriculture recommended' 
almost the same amount, and then the Congress of the United States 
did the same thing. In other words, the President, the Secretary of 
Agriculture, and the Congress had given them more pounds than 
they actually have. 

Mr. ROBBINS. Is it true that in the stabilization agreement, which 
was rejected by the Secretary, quotas for the other domestic areas 
were also substantially in excess of the quotas fixed by Congress 
under the Jones-Costigan act' . 

Mr. HAWES. Yes. 
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Mr. Rommis. You also referred to what you termed .th~. recom
mendation of the Secretary of Agriculture for a quota to the Philip
pines in excess of that in the Tydings-McDuffie act. Was that a 
recommendation by the Secretary of Agriculture or do you merely 
refer to the regulations that he issued later and in which he had ~o 
discretionary power' 

Mr. HAWES. That was his recommendation, as I understand it
I got it he~f what proportion of the total the Philippines should 
have, exercising a discretionary power given to him by Congress. 

Mr. RoBBINS. My point "is that it was not his recommendation at all 
but that it was a non-discretionary act under a law passed by 
Congress. 

Mr. HAWES. That bill was written and prepared by the Depart
ment of Agriculture and its assistants, and then, when the Secretary 
exercised his judgment, he gave us more tons than we are getting 
today. 

Mr. RoBBINS. I do not think that it is quite in accordlIDce with the 
facts- . 

Mr. HAWES. That is what I know-it is a fact-because I asked for 
certain changes, and the bill was taken over to the Agricultural 
Committee. You asked me a straight question, and I gave you a 
straight answer. 

Mr. RoBBINs. Well, it is one thing for the DepaJtment to aid by 
participating in the preparation of the technical draft of legislation, 
but--

Mr. HAWES. The only evidence that the public cares to know is 
that the Secretary of Agriculture gave the Philippines some 97,000 
more tons than they would be getting under the present law. And 
nobody forced him to do that. He did it voluntarily, and I think 
he did a fine thing; he did a fine job. 

Mr. RoBBINS. There is another point that you made. You placed 
Some emphasis on the fact that there was little, if any, objection on 
the part of other domestic sugar-producing areas to the continua
tion in the new sugar law of the quota fixed for the Philippines 
in the Independence Act. 

Mr. HAWES. If there were any objections, I never heard of them. 
There was no objection on the part of continental beets or on the 
part of continental cane, that I know of. -

Mr. RoBBINs. Why do you suppose there was no objection when 
each of those areas desired to increase its quota' 

Mr. IlAWES. Because the Philippines accepted such a low figure, 
and they felt that they were under the flag and that if there was any 
reduction to be made it should be made by Cuba and not by a land 
under American sovereignty. 
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Mr. ROBBINS. Well, do you think that the lack of objection might 
have been based on the fact that they had~ recognized that the com
mitment under the Independence Act was more or less of a promise 

... to J>e respected and not to be impaired @ 

Mr. IlAWES. I know, of course, that you are asking a lot of im
proper questions which you ought not to ask me--

Mr. ROBBINS. If you consider that improper, I withdraw it and 
ask you not to answer. 

Mr. HA WEB. - I -am going to answer it. I do believe that the Con
gress of the United States realizes that it is under a moral obliga
tion to the Philippines when it makes them an offer and the offer 
is accepted; that is a part of the contract. That is my philosophy. 
Every time I appeared before the Committee hearings, I have an
nouncedthat. Of course, sugarcane and beets in continental United 
States ought to have the benefits, but when you go offshore to non
continental sugar, then those three areas that have the American 
flag flying over them are entitled to greater consideration than a 
country that flies a foreign flag. Now, that's not fireworks. I 
mean, that's just common sense, American common sense. 

Mr. RoBBINS. That is all, Mr. Chairman. 
Chairman MACMURRAY. Are there further questions! (No re

sponse.) If not, thank you, Senator. 
Mr. IlAWES. Thank you, Gentlemen. 
(Here follows the brief submitted by the Honorable Harry B. 

Hawes, entitled "The Sugar Industry and its Relation to American
Philippine Affairs".1) . 

Chairman MAcMUllRAY. The hearing today is adjourned, and to
morrow we will have to take up the postponed hearings of the J ohn
son-Pickett Rope Co. and General Manufacturing Co. and the 
Manila Tobacco Association. 

(Thereupon at 5: 05 o'clock p.m. an adjournment was taken until 
Friday, September 17, 1937, at 9 o'clock a.m.) 

• See vol. III. 



PROCEEDINGS OF SEPTEMBER 17, 1937 
MORNING SESSION 

SENATE CHumER, LEGISLATIVE BUILDING, 
MANILA, PHILIPPINE ISLANDS, 

Thursday, September 17, 1937. 

The hearing before the Joint Preparatory Committee on Philippine 
A1fairs was resumed at 9 o'clock in the morning. 

Present: 
The Honorable J. V. A. MAcMUlIRAY, Ohairman; 
The Honorable JOSE Ym.o, Vice Ohairman; 
Mr. JOSEPH E. JAOOBS, Vice Ohairman; 
Mr. CoNBADO BENITEZ; 
Mr. Loms DOlllERATZKY; 
Mr. BEN D. DOBFMANj 
Mr. JOAQmN M. ELIzALDE; 
Colonel DONALD C. McDoNALD; 
The Honorable QUINTIN PAREDES; 
Mr. CARL B. ROBBINS; 
The Honorable JOSE E. RoMERO; 
The Honorable MANUEL L. ROXAS; and 
Mr. FR.um A. WAllING. 

Chairman MAcMUlIRAY. We will begin our hearings this morning 
with the testimony on behalf, first, of the Johnson-Pickett Rope 
Company and the General Manufacturing Company, to be given by 
Mr. John T. Pickett and Mr. Alfonso Z. Sy Cip; on behalf of the 
Manila Tobacco Association, by Mr. Man1!el V. Gallego, Mr. Carl 
Timmerberg, Mr. Tomas Fernandez de Castro, Mr. Antonio G. Esca
milla, and Mr. Philip S. Frieder; and then go as far as we can into 
the next group which was actually scheduled for today. 

May I call on Mr. Pickett, on behalf of the Johnson-Pickett Rope 
Company. 

STATEMENT OF MR. JOHN T. PICKETT, REPRESENTING 
THE JOHNSON-PICKETT ROPE COMPANY AND THE 
GENERAL MANUFACTURING COMPANY 

Mr. PICKETr. Mr. Chairman: We have written a brief 1 and have 
handed it to your Committee. . 

1 See VoL IlL . 437 
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The position we find ourselves in at the present moment is this ~ 
We have a 6,OQO.OOO-pound quota which is supposed to have free 
entry into'the'United States of America, etIective May 1, 1937. The 
.same day, May 1, 1937, the Associated Steamship Lines placed a 
freight rate of$45 per ton on rope shipped to the United States of 
America, an amount which practically equals the present tariff rate 
paid by foreign countries on similar importations. On account of the 
excessive freight rate which we must pay, it is almost impossible for 
us to ship to the -United States because of the great ditIerence be
tween the freight rate on the price of hemp and the price of manu
factured rope. Also, we find ourselves in a position as though our 
factory were situated on the planet of Mars-we cannot ship into the 
United States one pound of rope more than the 6,000,000 pounds. 
It seems as though that is rather severe. Even though we pay duty, 
we cannot ship one pound more of rope into the United States. The 
Philippine Islands is the only land on earth which is not allowed to 
ship rope into the United States when paying duty. We feel that 
this is very unjust. Those are our present troubles. About the future 
we can hardly tell until we know what new law will be passed. 'Ve 
need some assistance for future business as well as for the present. 

Chairman MACMURRAY. Are there questions to be asked Mr. Pickett ¥ 
Mr. W ARrNG. In your brief, Mr. Pickett, you state on page 6 that 

Holland is given preferential tariff entry into the United States on 
cordage made of sisal because she raises sisal fiber. I believe that 
it is true that some arrangements were made in the trade agreement 
with the Netherlands; but it is also true, is it not, that any reduction 
in rates made in those trade agreements was generalized to all coun- . 
tries and that, therefore, Holland does not have a preferential trade 
as compared with other countries. Is that your understanding! 

Mr. PICKETT. That is not my understanding. My understanding. 
is that that trade agreement with Holland was made by the Executive' 
Department of the United States. It is not a tariff law, and for that 
reason they are entitled to and do get that preferential duty, as we 
might call it. I do not know that I· am correct, but that is the 
information that I have received. 

Mr. WARING. You are correct in the statement that it was an agree
ment made by the Executive Branch of the Government under the 
authority of the Trade Agreements Act, but any reductions in rates 
that are made under that act are generalized to all countries except 
those countries which may discriminate against the Unit~d States hi . 
their markets. Any country giving us most-favored-nation treatment 
receives the same treatment in the United States, and, therefore, any 
redu.ctio~ in rates made to Holland is generalized to all other countries 
that give 'Us most-favored-nation treatment. It is not a preferential 
rate given to Holland alone. . 
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Mr. PICDTl'. I would like to ask, Mr. Waring, if the same thing 
applies to Canada. . . . 

Mr. W ABlNO. It does, and to all the other trade agreements whicJ;1 
have been concluded in the United States in the last two years. 

Mr. PICKETT. Well, it would be rather beside the question with us 
anyway because we cannot ship one pound more to the United States, 
no mat~r what duty we would pay. But we put in that statement 
more for future consideration. The reason given, I believe, was that 
Holland produces a great deal of sisal. They do; they produce a 
great deal of it, but in the Orient only. The Philippines produ~ a 
great deal of sisal, and we feel that we should get the same 
consideration. • 

Mr. W AlUNO. In your opinion, what would be the effect of the 
present export taxes upon your industry-tbe export taxes that are 
now provided in the Independence Act, beginning at 5 percent in 
1940 and increasing to 25 percent in 1944' 

Mr. PICKETT. You mean such as are expressed in the Tydings-Mc-
Duffie act' 

Mr. WABlNo. Yes. 
Mr. PICKJ:lT. Well, in the first place, in the Tydings-McDuffie act, 

according to Senator Tydings, we were supposed to receive 3,000,000 
kilos of free entry into the United States. Through some typographi
cal error or somebody's action, that was reduced to 3,000,000 pounds. 
If we had the 3,000,000 kilos which Senator Tydings says we are 
entitled to, we might get by with the 5 or the 10. It would be a little 
bit difficult if it got up into the 20's. But below the 20's we might get 
by all right. 

Mr. W ABlNO. You feel that after the export taxes reach 20 percent 
or more, you would be effectively barred from the United States 

. market! 

... Mr. PICKJ:lT. Not effectively barred. Perhaps we could manage 
some way to get by with very small profits, but above 20 it looks 
difficult in these days. The future changes so rapidly that it is hard 
to tell. 
- Mr. WAllING. The present Cordage Act also includes binder twine 
in the 6,000,000-pound quota, does it not' 

lIr. PICKJ:lT. Yes, everything that we should send to the United 
States in the way of manufactured hemp or manufactured abaca 

. would come out of this 6,000,000 pounds. That 6,000,000 pounds is 
. 10 percent below what Mr. Tydings said we should have even now. 
. Mr. W ABlNG. Is any foreign country limited in regard to its ship-

ments of binder twine into the United States' ' 
Mr. PICKETl'. Not that I know of. Every other country is free to 

ship as much binder twine as they wish to ship to the United States 
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free of duty. That is my understanding. I am not an authority on 
the tari1r laws; But that is my understanding. 

Mr. RoXAB. On page 12, Mr. Pickett, of your printed brief, you 
state that cordage factories in Manila employ labor at lower wages 
tha'n COIl"dage factories in the United States, but you state that 
Filipino labor is low in efficiency. What do you mean! 

Mr. PICKETT. I mean that the Filipino's physique is not strong 
enough to accomplish or operate the big heavy machines that we use 
in manufacturirig rope. One Filipino is not strong enough to handle 
and operate that machine, whereas in the Uinted States Lhey have 
good big strong men who are capable of doing that. It is not the 
skill. Our Filipino has the skill, he has the patience, he has every
thing else except the strength. That is what I meant to say. 

Mr. RoXAS. What e1rect has that fact upon your labor cost in the 
factory! 

Mr. PICKE'IT. For instance, one machine, I understand, is operated 
in America by one man. Here it takes about four Filipinos to oper
ate that machine. Now, I do now know exactly about these American 
laborers. That is what I have heard. I have had a number of cord
age-manufacturers in the United States visit our plant and some 
complimented us and some did not, but what I have learned from 
them and from ropemakers, men who are mechanics and ropemakers 
that have come out here, is that in the United States one man on one 
machine operates the whole machine, while here we require four. 

Mr. RoXAB. In view of that fact, how does labor cost in the Philip
pines compare with labor cost in the United States, say, per pound 
of cordage' Have you been able to estimate! 

Mr. PICKETT. A1J I said before, all I know about labor cost in the 
United States is what the mechanics or ropemakers and other men 
associated in the rope business told me out here. If they have given 
me the correct information, why, I am correct in my statement; 
if they did not, I am not correct. I have been told that for the 
last 10 years the lowest-paid laborers in all the United States in
dustries were the men and women employed in rope factories there. 
I have also read in briefs of very high wages that are paid to them. 
Now, what the situation is, I cannot tell; but from what I under
stand of costs of making rope in the United States and in the Phil
ippine Islands, there is very little di1rerence. 

Mr. RoXAS. What percentage in the total manufacturing cost is 
represented by wages' 

Mr. PICKETT. About 50 percent. 
Mr. ROXAS. 50 percent! What percentage is represented by, say, 

the oil that is used in the manufacture of rope' 
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Mr. PICJDl'l'T. That does not go in as an expense because we make 
a little profit on the oil. . 

Mr. RoXAS. But my question is: Compared with the cost of oil 
to the cordage-manufacturer in the United States, does oil cost more 
to you in the Philippines than it does to the cordage-manufacturer 
in the United States' 

Mr. PICJDl'l'T. I think for the same quality of oil, we get it about 
as cheaply here as in the United States. 

Mr. RoLlS. Including transportation costs' 
Mr. PICJDl'l'T. We can get oil here from Java, Sumatra, and at 

present we are getting some from the United States, and from quo
tations I get from the United States we are l]uying it just as cheaply 
here as it is sold on the Pacific coast.. 

Mr. RoLls. Now, with regard to transportation rates, you state in 
your brief, on pages 8 to 23, that 1,000 kilos of cordage, according to 
the Conference freight rates from Manila ports, pay freight charges 
amounting to $45, whereas 1,000 kilos of fiber pay only $28. May I 
ask what this difference amounts to in cost per pound of cordage! 

Mr. PICltE'lT. It amounts to $15 per ton on Atlantic rates. That 
figure of $28 should be changed to $30. It costs $20 to ship fiber 
to the Pacific coast, that is, when it is used on the Pacific coast, and 
in that case, why, I have the figures here-hemp shipped to the 
Pacific coast costs $20 per metric ton of 1,000 kilos. 

Mr. Rous. Of what' 
Mr. PIOXE'l'T. Of fiber. I would use the word "hemp" for fiber. 

The rope costs $30. 
Mr. ROLlS. Now, my question was: This difference in freight rates 

amounts to how much in actual cost, in difference in the cost of rope 
to the manufacturer in the Philippines, compared with the cost to 
the manufacturer in the United States' 

.. Mr. PIeDT!'. For shipment to the Atlantic coast, $15 per metric 
tQn of 1,000 kilos; for the Pacific coast, it is $10. 

Mr. RoXAB. I do not believe I made my question clear, Mr. Pickett. 
May I explain it further' If you ship 1,000 kilos of hemp to the 
United States, to the Pacific coast, you pay $20 for freight; whereas 

. if you ship 1,000 kilos of rope to the Pacific coast, you pay $30 for 
freight: there is a difference of $10. This means that the rope-manu
facturer in the United States pays freight rates only on his fiber a.t 
the rate of $20 per 1,000 kilos, while the rope-manufacturer from the 
Philippines pays $30 per 1,000 kilos of rope. My question is this: 
In view of that difference, how much must the Philippine manufac
turer of cordage add to his cost of production a.nd transportation more 
than the transportation charges paid by the American manufacturer 
for the hemp that he uses for the manufacture of cordage' 

82709-88-yo1. 2--29 
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Mr. PICKETT. Ori the Pacific coast it will be $10; on the Atlantic 
coast it "ill be .$15. 

Mr. ROXAS. You have not been able to figure out what the difference 
is per pound of cordage' 

Mr. PICx.ETT. Yes, Sir; it could be figured out very easily. We 
figure it out in kilos. We will have our bailing in kilos. So we figure 
entirely in kilos thl\t they will be 1% cents per kilo on the Atlantic 
coast and a little bit different on the Pacific coast. 

Mr. ROKAS. That is all. 
Mr. WARING. One more question, if I may, Mr. Pickett. In re

sponse to an earlier question of mine, you indicated tliat it would be 
very difficult for the cordage industry here to pay more than 20 per
cent of the United States duty in the form of export taxes. Could 
you explain a little more clearly to the Committee just why that is 
the case' What are the reasons for it' 

Mr. PICKETT. Because our profits are not that much. Our profits 
would not permit it. 

Mr. W AlUNG. Are the costs of production, then, including the 
differential in freight charges, which you have just men
tioned-are the costs of production in the United States such 
that the industry could not stand more than a 20-percent export tax! 
Is that the point, 

Mr. PICKETI'. That is my opinion from what I know of costs in 
the United States. 

Mr. Rous. May I ask one more question, Mr. Chairman' 
Chairman MAcMURllAY. Mr. Roxas. 
Mr. RoXAs. You stated that binder twine is included in the limita.

tion of 6,000,000 pounds. 
Mr. PICKE'l'T. Some judge, I think, in the United States has decided 

it that way. 
Mr. Rous. You have also stated that this limitation as to binder 

twine is applicable only to the Philippines. 
Mr. PICKE'l'T. Yes. 
Mr. RoXA8. Suppose hemp is exported to Japan from the Philip

pines and manufactured into binder twine in Japan and then that 
binder twine is exported to the United States. Would that binder 
twine be admitted free of duty to the United States! 

Mr. PICXETl'. In unlimited amounts. 
Mr. Rous. In unlimited amounts. Are you able to see, therefore, 

any reason why there should be a prohibition or a limitation in any 
amount of the binder twine that may be sent from the Philippines to 
the United States' 
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Mr. PICKETT. There should be no limitation whatever. 
Mr. BoBBINs. Mr. Pickett, is there any difference in weight between 

cordage and the quantity of fiber required t~ make it' . .• 
Mr. PICKETT. Cordage takes up the weIght of the oil, which IS 

about all the difference. 
Mr. BoBBINS. How much would that be' For instance, how many 

pounds of fiber would be required to produce 100 pounds of cordage! 
Mr. PICKETT. Say, 95 pounds. 
Mr. BoBBINs. Then, this difference which you speak of in freight 

rates between cordage and fiber is really a little more of a dis
crimination against you than it appears on the basis of just the 
total prices per ton, is it not' 

Mr. PICKETT. Well, I never figured that out. That always seemed 
rather a small thing, and we never figured that out. 

lfr. BoBBINS. It occurred to me that, perhaps, that was what Mr. 
Boxas was undertaking to determine. If I understand your brief 
correctly, Mr. Pickett, it seems to be true that you are not asking for 
the creation or the enlargement or even the extension of the trade pref
erence for the Philippines; that all you are asking for is the dis
continuation of a discrimination against Philippine trade with 
respect to these goods. Is that true r 

Mr. PICKETT. Yes, against Philippine manufactured hemp. We 
feel that raw hemp and manufactured hemp should have the same 
rate. 

Mr. DoBFUAN. Mr. Pickett, is there anything that the United States 
Government could reasonably be expected to do in order to have 
rates adjusted in accordance with your suggestion, or is that a matter 
for steamship lines' 

lfr. PICKETT. We have been studying for three or four years to 
find out if the Government or any power on earth has jurisdiction 
over those organizations. So far, we have not been able to find any 
power that has jurisdiction over them. They can sit in their office, 
they can write whatever figures they wish in regard to freights, and 
that is that. I would like to show you this letter. (Hands letter to 
Mr. Dorfman.) - .~ 

Mr. DORFHAN. This is headed "Associated Steamship Lines". 
Mr. PICKET!'. Yes, Sir. 
Mr. DoBFUAN. "Notice to Rope-Shippers--Modification of Con

tract". Would you like me to read it! It is very short. 
Chairman llAc!\fUBRAY. I wish to have that read for the records. 
MI". PICKEn. I would like to have this embodied in the minutes of 

your Committee. It is something that should have attention. 
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Mr. DORFMAN. For the benefit of the Committee, perhaps I had 
better read it and have it introduced in the record as part of Mr. 
Pickett's brief, or as an addition thereto. It reads: 

To RoPE-SHIPPERS: 

GmNTLEKJ:l'If : 

CONTBACT KODIFIED 

MANILA, P.I • 
.Tanuaf7/ Z8th., 1937. 

The rates on Rpp~ to United States ports have been increased as follows: 
PomjW 

BlJ8w Loclli 
RoPE: Contract 20 cwL_______________ $30. 00 

Non-contract__________________ 37.50 

PomjW 
Overland 

$25.00 
3L25 

At/o .. tic 
d Gull 
$45.00 
56.25 

As these rates are increases over existing rates they will be put into effect on 
May 1st, 1937, three (3) months from January 31st, 1937. 

Article 12 of the contract form signed by you, provides for cancellation on 
three months' notice. 

This communication sent you in duplicate shall serve as supplement or 
"rider" to be attached to and torm part of the above-mentioned contract 
Ftwide4 flOU 110 agree. 

It shall serve as notice ot cancellation should you taU to return one copy 
endorsed with your agreement, within ressonable time. 

Very truly yours, 
For Account of Carriers: 

CHAB. KmKwooD, 8ecretaf7/ 
A88ociate4 8teamBhip Linell 

This association represents, does it not, Mr. Pickett, lines other 
than those flying the American flag' 

Mr. PICKETl'. Yes. The European lines; they take part in this. 
Naturally, they say that. That is what their agent tells me when we 
protest. He says: "Why, the American ships agree to that, and it is 
trade between the Philippine Islands and the United States"; and 
we do not think that we should disagree. 

Mr. DoBFlrIAN. What would you offer as a way of handling this 
problem, that is, what can the United States Government do about it, 
if it sees fit to do anything, and what sort of a recommendation could 
this Committee make in order to call the matter to the attention of 

" the proper authorities! What do you have in mind' 
Mr. PICKETt. It seems to me that the subsidized American ships 

come under the-what is the organization that handles that in the 
United States' 

Mr. DORFMAN. The Merchant Marine, is that the one' 
Mr. PxCKETl'. No, not the Merchant Marine, the United States Ship

ping Board. I think they have some control over the subsidized 
American steamships, and of course these excessive rates to America 
always originate with American steamship-owners. How many there 
are of these subsidized ships, I do not know. It seems to me as though 
there must be some way of control. 
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Mr. DoJIFJUN. Well, what do you propose' . 
lIr. Pw:u:rr. I could not propose anything because that 18 a rather 

large task, but it seems as though there should be some opening through 
those channels. 

Mr. l>oRnu.Jr. You mentioned that the Philippines is the only 
country which could not send binder twine to the United States in 
unlimited amounts free of duty. How much binder twine have the 
Islands shipped to the United States in ~nt years' 

Mr. PICKJ:TT. They have not shipped very much. But we are not 
living in the past; we are living in the future. 

Mr. DouHAN. Do you foresee the possibility of shipping large 
amounts of binder twine to the United States! 

Mr. PICKB'lT. In large amounts! We foresee the possibility if we 
should have the privilege of shipping some during the dull season. 

Mr. DoBFJUN. Have you in the past shipped any during the dull 
seasons I 

Mr. PICDTr. Yas, Sir. 
Mr. DoRnLUi'. Why do you believe that there will be an opportunity 

to ship them in the future any more than there was in the past' 
Mr. PICKBrr. Because the future always has possibilities that we 

do not know of. 
Mr. DoRnLUi'. Then, the prohibition you referred to is really not 

a serious one for the present, because even if you were permitted to 
ship in unlimited amounts, you in fact would not. You would not 
have anything more to ship than you now have! 

Mr. PICDTr. I would go to work the minute I go back to the fac
tory and make some, because we are cut out of shipping in rope, and 
this same thing is included in the rope schedule. We would imme
diately start to prepare shipments. We have orders; we can get 
orders for it. 

Mr. DoJlFJU.N. And it would be profitable to do it' 
Mr. PICKE'IT. I think so. 
Mr. DoIlFUAN. But, prior to the passage of this act, it was not 

profitable' 
- Mr. PIClaTT. It was profitable. We had rope orders, speaking of .. 

our own factory, that kept us comparatively busy. 
. Mr. DoJlFJU.N. I take it you are more concerned with the future 
~an with the present. 

Mr. PICID:rr. Everything that we are asking for is for the future. 
Mr. W AJ!INo. Air. Pickett, what would be your attitude in regard 

to the continuation of the present Cordage Act , Would you want 
it continued exactly as it is, or, if not, what amendments do you 
feel should be incorporated' 
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Mr. PICKETr. You are speaking of this Public Act 137' 
Mr. WARING., The Cordage Act. 
Mr. PICKETT. Everything is all right in that except that quantity 

of the absolute limitation. We do not object to anything else but 
that. 

Mr. WARING. I was speaking of the Cordage Act which places an 
absolute limitation of 6,000,000 pounds on your shipments. 

Mr. PICKETr. We want. that absolutely cleaned off. We want to 
hold up our heads and do business like all people in other parts 
of the world. We want to be able to ship our goods to the United 
States and pay duty. 

Mr. WARING. The act is satisfactory except for the absolute char
·acter of the limitation' Does not that act also include the binder 
twine in the 6,000,000 pounds' 

Mr. PICKETr. That quota. should be 3,000,000 kilos, not 6,000,000 
pounds, which means 10 percent more business for us, and free entry 
for binder twine. 

Mr. WARING. Just one more question. As I understand it, certain 
cordage-manufacturers in the Netherlands and in the United King
dom are able to purchase abaca. here, ship it to their factories in 
Europe, and send certain quantities to the United States over the 
full tariff. If it is possible for those manufacturers to do that, why 
is it so difficult for the Philippine manufacturers to pay more than 
20 percent of the present duty' . 

Mr. PICKETr. That is the future calculation, and my opinion of 
it at present is that it would be very difficult. Another reason is 
that the Holland mechanic is very efficient and the English mechanic 
is very efficient, and I think they would have a little advantage 
over us in free trade. 

Mr. WARING. Thank you. 
Mr. PICKETX'. I would like to extend an invitation to this Com

mittee to visit all the rope factories in Manila while you are here. 
We would like to show you how rope is made. 

Chairman MAcMURRAY. Thank you. We would like to avail our-
selves of that invitation. 

The next witness is Mr. Alfonso Sy Cip. 
Mr. PICKETr. Mr. Sy Cip will not appear before the Committee. 
(Here follows the printed brief submitted jointly by the Johnson:. 

Pickett Rope Company and the General Manufacturing Company, 
Inc.1 

) 

Chairman MACMURRAY. Then, we will take the next witness, Mr. 
MailUel V. Gallego, who will speak on behalf of the Manila Tobacco 
Association. 

• See vol. III. 
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STATEMENT OF MR. MANUEL V. GALLEGO, ON BEHALF 
OF THE MANILA TOBACCO ASSOCIATION 

Mr. GALLEGO. Mr. Chairman: We have already furnished members 
of the Committee with our written brief.1 However, for a more com
prehensive view of the subject, we deem it convenient to sub~it 
additional facts, although they do not bear directly on the commercIal 
side of the tobacco industry. 

Tobacco is one of the most important industries of ilie Philippines. 
In the list of our export products, it ranks fifth at present. Upon 
this industry depend no less than 600,000 people. There were no less 
than 65,480 hectares of land devoted to the production of tobacco for 
the year 1936. Our total production of tobacco for the same year 
was about 100,610 quintals. One quintal is equivalent to 100 pounds. 
As an employer of labor, tobacco is the premier industry of the 
country. The Philippines also is ilie first exporter of cigars in the 
world. As a source of revenue for the Philippine Government, the 
cigar industry furnishes the surest, the safest, and the greatest in 
proportion to the capital invested. 

It is also true that of all ilie industries in the PhilipPPtes, tobacco 
is the one that is the most heavily taxed. The Philippines depends 
primarily upon the United States for ilie export of tobacco and to
bacco products. About 60 percent of ilie total production of cigars 
in the Philippines is exported to the United States. Our ordinary 
production of cigars is about 300 million. We used to export to the 
United States between 150 and 200 million. The total export of the 
Philippine cigars to the United States represents only about 3 per
cent of the total consumption of cigars in ilie United States. Appar
ently ilie balance of trade in our tobacco business wiili the United 
States has been in favor of the Philippine Islands in an amount of 
around Pl,OOO,OOO during the last few years. But in the last analysis 
the real balance of trade is not in favor of the Philippines but in 
favor of the United States, if we take into account certain invisible 

. items that are involved in this trade and that appear in our brief. 
SUDlDlarizing, Mr. Chairman, these invisible items collsist, among 

others, of the following: American machinery and equipment that 
are used in the tobacco industry in the Philippines and a considerable 
quantity of Virginia, Connecticut, and Georgia wrappers. For the 
year 1935 alone, it is estimated that the Philippines bought from the 
United States no less than ~500,000 worth of Virginia wrappers, and 
the use of Virginia wrappers in the Philippines has increased. to a 
very surprising extent, if we take into account that way back in 1918, 
for instance, out of the total wrappers that we used in the Philip
pines, about 0.65 of 1 percent only was Vir~a wrappers. Lately, 

I See voL IlL 
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in 1936, that less than 1 percent has increased to 82 percent of the total 
wrappers that we used in the Philippines. Not only that, we import 
almost exclusively from the United States cigarette papers and litho
graphs which we use in our cigars and cigarettes. Cellophane-there 
are factories in the Philippines now which consume ordinarily tF500 
worth of cellophane every month. All of these come from the United 
States, as well as boxes for cigars and cigarettes. More than this, we 
should take into account the fact that a greater portion of the tobacco 
exported into the- United States is carried by American vessels, as 
well as tobacco products imported from the United States into the 
Philippines that are also carried in American vessels. Moreover, from 
the moment our tobacco products reach the United States we are also 
naturally employing American land-transportation companies, the 
cost of which represents a considerable amount yearly. Aside from 
this, "these tobacco products are also insured almost invariably in 
American insurance companies. 

But there is another interesting fact in connection with our indus
try, and that is that there has been a very alarming increase in the 
importation of American cigarettes in the Philippines. And just 
to give you an idea: in 1928, of the total consumption of cigarettes 
in the Philippines, about 8 percent only were American cigarettes; in 
1935, it increased from 8 percent to 68.85 percent, or nearly 69 percent 
of the total cigarettes consumed in the Philippines in relation to the 
total production and this represents around i"6,OOO,OOO a year of 
American cigarettes used in the Philippine Islands. Consequently, 
in the last analysis, if we take everything into account, there is no " 
industry in the Philippines whereby the Americans and the Filipinos 
alike receive mutual benefit except the tobacco industry; and if we 
take both visible and invisible items, the balance of trade recently 
has been in favor of the United States to an amount varying from 
tF1,500,000 to 1"2,000,000 a year. But if we take into account that our 
tobacco business represents only between P12,OOO,000 and P15,OOO,Ooo 
a year and the balance of trade in favor of the United States represents 
between tF1,Ooo,OOO to 1"2,000,000 a year, you can easily see that the 

. balance of trade is proportionately greater in favor of the United 
States. " 

With these facts we submit our brief, and if there is any furth~r 
information which the members of this Committee desire to know, 
we will be more than willing to answer them. 

Chairman MAcMURRAY. Are there questions to be addressed to Mr. 
Gallego' 

Mr. WARING. Mr. Gallego, you have made such a convincing argu
ment for the benefits received by American exporters of tobacco to 
the Philippines as compared with the Philippine exporters to the 
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United States that I wonder if the Philippine industry would not 
be better off if it did not have the imports from the United States 
to compete with. 

Mr. GA.I.LEGO. If under the Tydings-McDuffie act we are given an 
absolute hand in having trade reciprocity with other countries with
out the intervention of the United States, I think your argument will 
be true; but, taking into account the high tariff walls against Philip
pine tobacco and other tobaccos in other countries where we at pres
ent send our tobacco, I do not think that we can immediately dispense 
with the United States market. 

Mr. WAllING. It is true, is it not, Mr. Gallego, that the trend in the 
last few years has been for increasing importations from the United 
States from the standpoint of value! 

Mr. GALLEGO. Yes, Sir. 
Mr. WABING. And decreasing exports to the United States, also 

from the standpoint of value' 
Mr. GALLEGO. Yes, Sir, that is true. 
Mr. WAllING. I wonder what your opinion is regarding the contin

uation of that trend, assuming that for the next few years, at least 
until 1940, conditions will remain as they are now regarding trade 
restrictions , 

Mr. GALLEGO. As we show it in our brief, from the sixth year of 
the transition period we can no longer send our tobacco products 
profitably to the United States market, because of the gradual in
crease in the export tax. 

Mr. WABING. There seems to be a little 80ubt about that, but I 
think you did not understand my question. Up until 1940 there will 
be no exports under the present law. 

Mr. GALLEGO. Yes, I am talking in general. 
Mr. WAllING. Now, up until that time, what is your opinion re

garding the trend of trade between the two countries' Will the 
.' United States imports continue to increase as they have in the past, 

and will exports from the Philippines continue to decline as they 
have in the past' 

Mr. GALLEGO. If the United States does not adopt additional ~e- . 
strictive measures against Philippine tobacco, I think that the present 

. tendency will continue and that there will not be any great variety 
in the importation and exportation of Philippine tobacco to the 
United States. But we have noticed that there is a strong movement 
in the United States to restrict in every possible way the importation 
of Philippine tobacco. That is evidenced by the recent treaty of the 
United States with the Dutch, which made it possible for Javanese 
tobacco to enter the United States and thus compete with Philippine 
tobacco products. 
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Mr. WARING. One more question, Mr. Gallego. In your brief, on 
page 49, the last page, you ask that if the advancement ofthe date of 
independence should become a reality, free trade in tobacco products 
between the United States and the Philippines should be provided for 
after the change of sovereignty over the Islands.· 

Mr. GALLEGO. Yes, Sir. 
Mr. WARING. Now, is it your request that such free trade should be 

provided for indefinitely after the Philippines become independent' 
Mr. GALLEoo .. Well, in our discussion of these recommendations we 

did not take that into account, but I can give my personal opinion 
about it, which is not, of course, the official opinion of the members 
of the association. My personal opinion is that it should only last 
for a limited period of time, for this reason : It is to be noted that 
tobacco is the only product of the Philippines that is exported to 
about 44 foreign countries. Abaca is exported to about 25, copra 
to about 10, and sugar to 2 or 3 countries. Consequently, the Phil
ippine tobacco is the only Philippine export product that has accepta
tion in di1ferent countries. But, by reason of the limitations of the 
Tydings-McDuffie act, I do not think that we are in a position to 
find any market except on the basis of a preferential treaty with 
other countries; and, since we cannot do that until after we get our 
absolute independence, I believe that we should be given considerable 
time to adjust our free-trade relations with the United States, so far 
as tobacco is concerned. 

Mr. WARING. Thank you, Mr. Gallego. 
Mr. DORFMAN. Mr. Gallego, did you refer to the trade agreement 

between the United States and Holland which permits Dutch wrapper 
tobacco to enter at lower rates than formerly! Does the Philippines 
produce a variety of tobacco which competes with the variety of to
bacco which the United States imports from Sumatra' 

Mr. GALLEGO. At present we are experimenting on the Virginia, 
Turkish, and other varieties of tobacco; but we are still in an experi
mental stage. 

Mr. DORFMAN. Then the reduction in duty on those varieties which 
the United States imports from the Dutch East Indies does not, in 
fact, affect the Philippines at all, does it' 

Mr. GALLEGO. I do not think the effect is immediate, but at least 
we are made to believe that if we can produce a. Virginia type of 
tobacco in the Philippines in the same way that it is produced in the 
United States, we can export the same to countries, especially here 
in the Orient, where the United States may be exporting a similar 
kind of tobacco, or where we compete with Dutch tobacco or Javanese 
tobacco. 
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Mr. DoJiFJuN. Would not that be a somewhat difficult problem! 
You would not expect, for example, if the experiment were successful, 
that you would be able to export a Virginia type of tobacco to, let us 
say, the United States. 

Mr. GALLEGO. No, we do not expect that. 
Mr. DOllFMAN. In the manufacture of cigars out here, you use a 

large quantity of American wrappers, do you not' 
Mr. GALLEOO. Yes, Sir. 
Mr. DOllFMAN. I understand that the cigar trade in the United States 

prefers cigars with light-colored wrappers. 
Mr. GALLEGO. Yes, Sir. 
Mr. DOBFlIIAN. If the cigar industry in the Islands were largply 

liquidated, the Islands would necessarily cease importing that toba('co 
from the United States, is that correct! That is, you would not need 
wrappers for cigars, if you could not make the cigars. 

Mr. GALLEGO. Well, in that I differ, for this reason: In as much 
as here in the Philippines we cannot produce a light-colored wrapper 
but only a dark-colored one, and in as much as the public here in 
the Philippines and elsewhere demands always, or at least I believe 
it does, that a light-colored wrapper be the sign of a high-quality 
cigar, we believe that even if we cease sending our goods to the 
United States, the Philippine public, at least, and all other countries 
where we will send our products in the future will require the same 
light-colored wrapper, or rather, the Virginia, the Georgia, or the 
Connecticut wrapper. 

Mr. DOBFlllAN. Granting that that is the case, you would import 
much less-that is, you would not have the demand for the cigars 
and, consequently, you would not have the need for the wrappers. 

Mr. GAlLEGO. We may not have the same proportion, or, rather, 
we may not buy them in the same amount that we are buying them 
now; but in that case, then, it would be prejudicial to the interests 
of the tobacco-growers of the United States. . 

Mr. DOllFMAN. That is the point I am trying to develop. Why are 
you so much in doubt that there will be any decline in the demand ' 
for American wrapper tobacco if the Tydings-McDuffie act should 
be carried out as it is' 

Mr. GALLEGO. Well, because under it, as I said, from the sixth year 
. we will begin losing; we cannot possibly manufacture cigars on a 
. profitable basis if the economic provisions of the Tydings-McDuffie 

act will continue because, as we have shown here in figures, from the 
sixth and seventh years, things being equal as they are now, it would 
be impossible for us to send Philippine cigars to the United States. 

Mr. DOBFlllAN. You do not feel, theil, that there is going to be a 
precipitous decline in your exports. Will there be a gradual one! Is 
that your feeling' . 
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Mr. GALLEGO. At least that is my belief, that it will be a gradual 
one, but to the point of annihilating completely the export of Philip
pine cigars to the United States after a lapse of a certain period. 

Mr. DORFMAN. Well, now, considering the situation at that time, 
the Philippines would then buy much less American wrapper tobacco 
than they buy now. 

Mr. GALLEGO. Unless we can find other markets in other places 
under the new Jlrrangements. 

Mr. DORFMAN. Is that something you foresee' 
Mr. GALLEGO. That is something which I, personally, believe to be 

a possibility, because the tobacco product is aCcepted in more coun
tries than any other export product that we have now. 

Mr. DORFMAN. Do you have in mind the manufactured product 
as well as the raw tobacco' 

Mr. GALLEGO. At least the manufactured product. I am doubtful 
about the raw tobacco, because at present our chief market for raw 
tobacco is Spain; and, apparently, Spanish colonies are producing 
also a considerable amount of tobacco and are exporting it to the 
mother country. Consequently, we are expecting also a decrease in 
the exports of Philippine leaf tobacco to Spain. 

Mr. DORFMAN. Then, I take it that you are not unduly alarmed 
about the possibility of the cigar-export industry collapsing here in 
consequence of the provisions of the Tydings-McDuffie act being 
carried out' 

Mr. GALLEGO. I think, comparatively, we are not so alarmed as 
the sugar people, for several reasons: The main export of the Phil
ippine Islands consists of sugar, varying from 100 million upward; 
consequently, in ~lation to sugar we are not so alarmed, but at the 
same time we are sufficiently alarmed that if no real trade reciprocity 
can be secured during the transition period, the industry will suffer 
greatly. 

Mr. DORFMAN. Are you yourself familiar with the" technique of 
manufacturing cigars out here' 

Mr. GALLEGO. Well, I had had some personal observation but I 
do not pretend to know the technique. We have a man here who will 
speak after me, Mr. Frieder, who knows the details and the technique 
of manufacturing. I have not had the chance, by reason of my po~i
tion alone, to see for a very long time the detailed technique of the 
manufacture of cigars and cigarettes in our country. 

Mr. DORFMAN. Then I will reserve for Mr. Frieder the questions 
I had in mind to ask you. . 

Mr. GALLEGO. Yes, Sir, if you please. 
Mr. DORFMAN. I would like to ask you one more question. Is your 

feeling regarding the prospects of the industry shared generally by 
the members of the organization which you represent' 



HEARINGS HELD IN' :MANILA 453 

Mr. GA.U..BOO. Well, I was not alone in the preparation of our brief. 
We have discussed the di1ferent aspects of the industry and have 
decided what principles we were going to sustain and what recom
mendations we were going to make; consequently, the contents of the 
brief is an official expression of the intention and will of the members 
of the Manila Tobacco Association-and, by the way, 'Practically all 
the exporters of tobacco products are members of the Manila Tobacco 
Association. 

Mr. l>oBnuN. Then, the views which you have expressed orally, 
you believe, will be shared by those members' 

Mr. GALLEGO. Well, I think they will be shared at least by the 
majority of them. 

Mr. DoJlFJUlf. Thank you. 
Mr. RolllEBO. I understood you to say, Mr. Gallego, in the course 

of your remarks, that the tobacco industry is the premier employer of 
labor. Will you please elaborate on that statement' 

Mr. GALLEGO. It is the premier employer of labor in this sense: 
Nearly all the biggest cigar and cigarette factories in the Philippines 
are locaood here in the city of Manila, and there is no other industry 
in this city that employs more laborers of all sexes and of all ages 
than the tobacco industry. We have in the city of Manila between 
12,000 and 15,000 tobacco laborers. 

Mr. RolllEBO. You mean, therefore, that it is the premier employer 
of labor as regards the city of Manila , 

Mr. GALLEGO. As regards the city of Manila, and in the sense that 
it is the only industry that takes and can employ all sorts of la
borers, whether minors, men, or women, and with a capacity which 
is almost equal. Now you cannot find those characteristics in any 
other industry in the Philippines. 

Mr. RoMERO. You also stated that it is the only industry that 
gives the surest and the safest income to the Government' 

Mr. GALLEGO. Yes. Well, I think my statement on that point is 
sufficiently founded, if not well founded, for this reason. Taxes on 
sugar lands, for instance, or taxes on other industries are collected 
after they are due; that is, in the case of land tax, for example, we 
have a certain time within which to collect it. In the case of to· 
bacco-manufacturers, we cannot send out our products to the market 
without first buying internal-revenue stamps from the Bureau of 
Internal Revenue. Consequently, once that stamp is affixed, then 
and only then can we proceed to take out our products from the fac
tory, and there is no other industry like that, except, I think, the 
distilleries. So that we are paying the tax to the Government in 
advance. On the other hand, tinder the present law of the Philippine 
Islands, if, after taking a truck or a load of cigars or cigarettes, it 
is burned, we have no right, no recourse against the Government to 
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. recover the taxes that we have paid. Not only that. Suppose, fur
ther, that it is Spoiled by bad weather, rain, or otherwise, or that we 
cannot sell it: Under the present law of the Philippine Islands, neither 
are the tobacco-manufacturers reimbursed for that unused stamp. 
That is the reason why I say that tax is the surest, because we are 
paying the ta~ before we sell our products, speaking as a manufac
turer. 

Mr. ROMERO. You also stated that apparently the tobacco industry 
can stand the export tax better than other industries, and you speci
fically mentioned sugar. I am glad to learn that the tobacco indus:
try can stand up, because, according to preliminary studies, it would 
seem that, on account of the narrow margin of profit and the high 
taxes that have to be paid, the tobacco industry would probably be 
among the first to collapse. 

Mr. GALLEGO. When I said so, I did not mean that the tobacco 
industry is the premier industry so far as profits are concerned. I 
am convinced that is the sugar industry, for you will recall that 
famous speech of Secretary Elpedio Quirino, who said that "of the 
gross income of the different industries in the Philippines, the sugar 
industry is paying only about 1.18 percent of its gross volume of 
business, while the tobacco industry is paying 55 percent of its 
gross business. There you will see the discrepancy." I do not say 
that we cannot survive, but I say we can survive on narrow margin. 
On the other hand, the sugar industry can go on with apparently 
bigger profit. 

Mr. RoMERO. Your figures incorporated in this brief on page 20 
indicate that, with the application of the export taxes, you will begin 
to lose on the eighth year. How can you reconcile that with your 
statement just made' 

Mr. GALLEGO. Well, I don't see any contradiction. In the first 
place, it is to be noted that, whereas there is an export quota for 
sugar under the Tydings-McDuffie act, we do not have such export 
quota; but we have this graduated export tax, and we maintain that 
taking into account present conditions and taking into account the 
provisions of the Tydings-McDuffie act, we will begin to lose from the 
sixth year. 

Mr. ROMERO. And, naturally, as soon as you begin losing, you 
will stop exporting to the United States, is that not the fact! 

Mr. GALLEGO. Unless, as we have said, there is a modification 01 
the Tydings-McDuffie act. 

Mr. ROMERO. Allowing us at least a quota basis' 
Mr. GALLEGO. If we cannot secure anything better. 
Mr. ROMERO. But without such modification, you could not con· 

tinue exporting cigars to the United States after the seventh year, is 
not that sol 
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llr. GALLEGO. I do not think that we can. 
Mr. DoUEBATZKY. Mr. Chairman. 
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Chairman llicMUBBAY. Mr. Domeratzky. 
Mr. DoHDATZKY. Mr. Gallego, in referring to the prospects qf 

the industry in regard to foreign markets you said that under cer
tain conditions you might be able to conclude agreeDlents with for
eign countries that would secure a more favorable treatment for 
Philippine cigars. Do you have any particular countries in mind' 

Mr. GALLEGO. Well, we have. Primarily, we have in mind those 
countries where we presently might send our tobacco products. These 
countries are China, France, Straits Settlements, England, and 
Spain, and other countries along the Mediterranean. But, natu
rally, we foresee the handicaps in carrying out any future trade 
agreement with these countries and, therefore, following the natural 
law of least resistance, we prefer to have free trade with the United 
States regarding this matter; but if that is going to be impossible 
for some reason or other, then I think we will be forced to resort to 
other remedies. 

Mr. DolllERATZKY. You believe, for instance, that China could fur
nish a growing market for Philippine cigars' 

Mr. GALLEGO. I believe so, by reason of its nearness. But the pri
mary handicap now is the high tariff wall that is prevailing in 
China. We believe that if there should be a reduction of tari1f rates 
in that country there would be a possibility. Of course, we have 
not investigated that in detail because, after all, we consider it use
less during this stage of our national life because we do not know 
yet what the United States will be willing to concede to our tobacco 
trade. 

Mr. DoRFHAN. When I asked you, Mr. Gallego, whether your 
views were shared generally by the people in the industry, you stated 
that this brief was prepared by a number of such people, and I 
notice you have the names of some of them here in your brief. 

Mr. GALLEGO. Yes, by a committee. 
Mr. DOBFHAN. What fraction of the cigars exported to the United 

States are made by the people whose views you represent' 
Mr. GALLEGO. What fraction' 
llr. DOBFHAN. Yes; roughly. 
Mr. GALLEGO. Roughly, I think they constitute the majority. 
Mr. DORFHAN. The majority' That is, the firms whose names ap' 

pear on page 3 here, in the aggregate, export the majority of the 
cigars which are shipped from the Philippines to the United States' 

Mr. GALLEGO. That is what I understand. . 
Mr. DOBFHAN. Would you care to estimate the percentage' Would 

you say that they export 50 ;percent or 90 percent! 



456 HEARINGS HELD BEFORE THE COM.MITTEE 

Mr. GALLEGO. Well, as I said before, I do not know of any ex
porter of Philippine cigars to the United States who is not a mem
ber of the Manila Tobacco· Association. 

Mr. DORFMAN. I see. Then this, in fact, represents the view of 
100 percent of the cigar-export industry in the Philippines' 

Mr. GALLE80. Yes, so far as the contents of our brief are con
cerned. I do not want to tie the association as a whole to the opin
ions that I have given in replying to your questions which are not 
based directly on the data that you have before you. 

Mr. DORFMAN. And these are the names of all the firms which ex
port to the United States' 

Mr; GALLEGO. There is one factory, a big factory by the way,. 
which is a member of our association but whose name does not ap- . 
pear here and whose manager will testify after me. 

Mr. DORFMAN. But you feel that you have already explained his 
views! 

Mr. GALLEGO. So far as they are contained in this brief of ours. 
Mr. DoRFMAN. Thank you. 

. Mr. RoXAS. Mr. Gallego, in your brief, on page 21, you quoted, ap
parently with approval, from a report or a study made by the 
Philippine Economic Association, as follows: "It is the consensus 
of opinion among local cigar-manufacturers that even the 5-percent 
levy would be a most difficult problem to overcome." This 5-percent 
levy refers to the 5-percent export duty. Have you said anything in 
your oral statement that you mean as a rectification of the statement 
contained in this brief in that respect' 

Mr. GALLEGO. Substantially we subscribe to this opinion, but as 
you will notice on page 20, we quoted there a table that represents 
a mathematical calculation. 

Mr. RoXAS. Well, in other words, do you or do you not subscribe to 
the idea that even the 5-percent levy is a most difficult problem to 
overcome' 

Mr. GALLEGO. We naturally subscribe to that idea. 
Mr. RoXAS. You do' 
Mr. GALLEGO. Yes. 
Mr. RoXAS. Now, let us take the table on page 20. On the sixth 

year there will be a levy of 0.94 centavos. 
Mr. GALLEGO. That is 0.94 of 1 centavo, we are basing on. 
Mr. RonB. It is 0.94 of 1 centavo per cigar, which leaves a margin 

between the cost in the Philippines and the selling price of 1.25 of 1. 
centavo per cigar. My question is this: Is it your opinion that 1.25 
of 1 centavo per cigar, according to this table, means that much in 
profit or merely the difference between the selling price in the United 
States and the actual cost, without including in this estimation profits 
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of the exporter from the Philippines to the United States, the im
porter in the United StateS, and the retailer in the United States' 

Mr. GALLEGO. All tho9& items are excluded. 
Mr. Rons. Therefore, this table does not indicate that during 

the sixth year, Philippine manufacturers can still make 1.25 of 1 
centavo per cigar, if sold in the United States. . 

Mr. GALLEGO. It does not indicate; it shows only in a graphic way 
the difference in the cost of production and the price, disregarding 
all the items that you have said. 

Mr. RoXAS. In order to determine whether during the sixth year it 
could bear the payment of 5-percent export duty and you could still 
sell cigars to the United States, don't you believe, Mr. Gallego, that 
you must take into account these other items' 

Mr. GALLEOO. Certainly, that is a part of the whole business trans
action. 

Mr. RoXA&. Now, my question is this: Do you know how much 
those items that you have not taken into consideration represent! 

Mr. GA.LLEOO. Generally speaking, you will notice that in order to 
answer this in detail, we always resort to mathematical calculation, 
but you will have an idea of what they are in general if we take into . 
account, for instance, the data contained in our brief on pages 22-23. 
The United States internal-revenue tax is fixed. Now, packing- and 
shipping expenses vary. That alone is a factor that contributes to 
the cost of production because the packing and shipping expenses 
vary according to the supply of labor, according to the condition of 
each factory. The price of leaf tobacco also varies, and price of 
labor, and so forth. 

Mr. ROKAS. Pardon me, Mr. Gallego. I have no reference to that. 
I have reference to the items that you have not included in this 
estimate of cost as listed on pages 22-23. 

Mr. GA.LLEOO. Exactly, but you will notice that-
Mr. RoXA&. Which generally means the exports from the Philip

pines, the margin of profits of exporters and the margin of profits 
of the retailers-and when I make reference to the margin of profits 
of exporters and the margin of profits of retailers, that, of course, 
includes the cost of handling and advertisement and other expenses 
to the exporters and to the retailers. Now, my question is this: 
Have you made any estimate as to the amount which should be 

, added to the cost in order to determine whether you can still con
tinue to sell cigars in the United States at a profit with the imposition 
of the 5-percent levy' 
. Mr. GAU.EGo. Well, in that connection, I prefer to refer you to 

Mr. Frieder, who is one of the biggest exporters to the United States. 
This gentleman knows not only the actual conditions of marketing 

82700-8s-.oL 2--80 
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here but also. actual conditions in the United "States, in as much as 
he has been going to and fro, and, consequently, I would suggest 
that you direct such a question to Mr. Frieder. , 

Mr. Rous.' Thank you. I shall direct that question to Mr. Frieder. 
But do you not admit, therefore, that the table which appears on 

page 20 and which shows that there is a profit of 1.25 of 1 centavo 
per cigar does not really mean profit ¥ 

Mr. GALI.EG.9~)t does not, because, in the first place, as I under
stand it, the dealers in the United States require a greater margin 
of profit per unit than even the manufacturers here. , 

Mr. ROXAS. Therefore, this table-and you will correct me if I 
am wrong-does not show that the. industry can pay the 5-percen! " 
levy in the sixth year an~;the 10-percent levy during the seventh' 
year and still maintain a ·profit. 

Mr. GALLEGo. No, it does not. 
Mr. Rous. You stated in your oral testimony that you imported 

P'500,OOO worth of cellophane every month. Is that correct ~ 
Mr. GALLEGO. No, not every month. I think you were somewhat 

confused there. What I stated is this: That in 1935, according to our 
records, no less than P'500,OOO worth of cellophane was imported from 
the United States and used in the different factories in the Philip
pines, and that at present there are factories that are using-one 
factory-no less than P'500 worth of cellophane every month. 

Mr. RouB. I see. With regard now to the possibility of readjust
ment. If the Philippines should sell less cigars to the United States 
and correspondingly should import less cigarettes from the United 
States, is there a possibility that the leaf tobacco that you are now 
using for cigars sent to the United States might be used'for the 
manufacture of cigarettes that might displace or substitute that 
portion of American cigarettes imported from the United States! 

Mr. GALLEGO. Well, as a matter of practice, the local factories re
serve the best and first-class leaf tobacco for tobacco fillers, and the 
poorer class for cigarettes. Consequently, if we should use the high
quality tobacco leaf for cigarettes and take into account the high 
specific tax on cigarettes and cigars, the factories would have to be 
closed. 

Mr. RoXAS. I don't believe I have made my question clear. I am '. 
just asking a hypothetical question as to whether you could apply 
or use the leaf tobacco that you are now using for cigars exported 
to the United States, for the manufacture of cigarettes that may be 
sold in the Philippine Islands, in substitution for at least a portion 
of American cigarettes that are now being imported. 

Mr. GALLEGO. From a business standpoint, I don't think that it 
would. be practical, because the cost of the manufactured product 
will be much higher than it is now; consequently that will give room 
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for more, ~ead of driving away foreign importers from the mar
ket, and encourage more imports of American cigarettes that can 
compete with . locally manufactured cigarettes. 

Mr. RoXAB. Suppose there is a limitation as to the amount of 
American cigarettes that may be imported so that there will be no 
danger of an increase, would there be a possibility of manufacturing 
cigarettes for Philippine consumption to take the place of the 
amount of American cigarettes that will no longer be imported' 

Mr. GALLEGO. I have already stated that from a business point of 
view, taking into account the present prices of tobacco for cigars 
which are comparatively higher, we cannot do it at a profit. 
"' Mr. RoXAS. You have stated in your brief that the balance of 
trade with regard to tobacco between the United States and the 
Philippines is in favor of the Philippines by as much as 'P'1,500,OOO 
a year. May I ask whether the declared value of Philippine to
bacco-production appearing on this table includes the value of 
American products imported into the Philippine Islands and used in 
the manufacture of such cigars! 

Mr. GALLEGO. Do you mean to say, for instance, cellophane which 
enters into the Philippines! 

Mr. ROXAS. Yes, and wrappers. 
Mr. GALLEGO. Aa I aaid before, that balance is in favor of the 

United States. 
Mr. ROXAS. Well, does it, or does it not include those items! 
Mr. GAi.LEGO. It includes that balance in favor of the United 

States, because if you exclude all those invisible items, apparently 
the balance of trade is in favor of the Philippines. 

Mr. ROXAS. Will you tell me if it includes the Federal revenue 
taxes in the United States! I would like to make myself very plain. 
Does this declared value of Philippine cigars sent to the United States 
appearing on these tables include the internal-revenue tax upon these' 
cigars in the United States, or does it not! . 

Mr. GALLEGO. Do you mean to say, the United States specific taxes, 
as collected here' Yes, they are included. 

Mr. Rous. Don't you therefore believe that this table does' not 
represent the whole picture, because included in the declared value~ 

. is the United States internal-revenue tax, which does not come to 
the Philippine manufacturer but is collected in the United State~ 

.Mr. GALLEGO. Yes, that is true. 
Mr. ROXAS. -although that money later on is reverted to the Gov

ernment of the Philippines. Do you know whether the freight is' 
included in that declared value' . 

Mr. GALLEGO. Yes, Sir. ' 
Mr. Rous. Are you positive about that information' if you par

don my question, because I have seen that there is no uniformity in 
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the establishm~nt of these declared values. In some cases, I under
stand, even the freight is included. 

Mr. GALLEGO. As I have said before, we have taken into account 
all these invisible items, although even excluding the freight, the 
balance of trade will still be in favor of the United States if we take 
into account all the other invisible items which I have stated. 

Mr. ROXAS. I was not trying to get into that. My question simply 
was addressed.. to find out whether this declared value included the 
United States internal-revenue taxes and also freight. On the other 
hand, do you know whether the declared value of American ciga
rettes brought into the Philippines and appearing in your tables in. ,
cludes Philippine internal-revenue taxes and freight! 

Mr. GALLEGo. Well, I do not want to commit myself regarding that 
question. I think Mr. Frieder will be in a position to determine that. 

Chairman MAcMURRAY. Are there other questions' 
Mr. P AlIEDES. Mr. Gallego, will you clear my doubt on this point 1 

Do I understand you to mean that the Manila Tobacco Association, 
of which you are the worthy president, is agreeable to the continua
tion of the Tydings-McDuffie-act provisions for graduated export 
taxes' 

Mr. GALLEGO. Now, precisely, we are opposed to the graduated tax 
as provided for in the Tydings-McDuffie act. 

Mr. PAlIEDES. Why did you then say that the Tobacco Association 
is not so much concerned, as I understood you to say, that it is not 
so much concerned about the Tydings-McDuffie export taxes, or the 
severance of these trade preferences' Did I understand you to mean 
that' 

Mr. GALLEGO. No, I did not mean that. 
Mr. PAlIEDES. What did you mean thim when you said that you 

are not as much afraid as the sugar people are' 
Mr. GALLEGO. What I meant to say, at least, was that in as much 

. as there is in the tobacco business mutuality of relations between the 
United States and the Philippine Islands, we are inclined to believe 
that of all the products now sent by the Philippine Islands to the 
United States, the American people, taking into account the mutual 
benefits which are not seen in other industries, should give preference 
to the tobacco products and to the petition of the Manila Tobacco 
Association in this matter, because it is the industry that gives real 
mutual benefit to both countries. . 

Mr. PABEDES. What would be the protection that the Tobacco Asso
ciation would expect in order to preserve the American market for 
the tobacco industry of the Islands' 

Mr. GALLEGO. Protection in what respect' 
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Mr. PAREDES. In the question of tariff. Would you advocate an 
entire elimination of the duties, or would you be willing to pay a. 
graduated scale of export duties or import duties' 

Mr. GAILFAlO. Naturally, we would prefer the abolition of the 
graduated tax. 

Mr. PAREDES. The purpose of that would naturally be to preserve 
the American market and, if possible, to increase your husiness in. 
the United States. 

Mr. GALLEGO. Naturally. 
Mr. PAREDES. Do you know, Mr. Gallego, that at present and for 

,. the last few years the Philippine Islands have been losing the Ameri-
can market for tobacco' 

Mr. GAILFAlO. Well, we know that. 
Mr. PAREDES. What is the reason for that, if I may know' 
Mr. GAILFAlO. Well, one is, as I said, there are restrictive measures 

adopted in the United States to discourage the importation of Philip
pine cigars. Another reason is that recently in the United States 
the manufacturers have started to produce low-grade cigars by 
machinery which naturally compete favorably with Philippine cheap 
cigars sent to the United States. 

Mr. PAREDES. What are these restrictions adopted in the United 
States against our tobacco' 

Mr. GALLEGO. Well, I remember about one year ago that we had to 
request a. representative in the United States to appear before the 
Committee of the Industrial Recovery Act, because there were limi
tations being imposed upon Philippine tobacco. I tp.ink Mr. Frieder 
was there in the United States about that time, and he will inform 
you more about that matter. 

Mr. PAREDES. What is the value of our total cigar and cigarette 
exports to the United States 8r year! 

Mr. GALLEGO. When' 
Mr. PAREDES. At present. 
Mr. GALLEGO. That appears in our brief, but it is in round num-

. bers. 
Mr. PAREDES. About six million! 
Mr. GALLEGO. Between five and six million. 
Mr. PAREDES. And what percentage of that is represented by 

good cigars, and what percentage of that is represented by low-grade 
cigars! 

Mr. GALLEGO. No less than 90 percent is represented by what we 
call class-A or low-grade cigars. 

Mr. PAREDES. In other words, the cigars that are sold in the United 
States at two for five' 
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Mr. GALLEGO. Yes, Sir, at two for five. 
Mr. PAREDES:· That indicates, does it, that the tobacco industry of 

the Islands cannot expect to sell good-grade cigars in the United 
States under the present arrangement' 

Mr. GALLEGO. Not under the present arrangement. 
Mr. PAREDES. So, your association would be willing to continue 

,selling only cheap cigars in the United States! 
Mr. GALLEG~._.The association is trying its best to study market 

conditions in the United States and send its products in accordance 
with the demands of the United States market. 

Mr. PAREDES. What has your association done to encourage the ex
portation of good-grade cigars to the United States! 

Mr. GALLEGO. You know that under our laws, the Tobacco Board 
appropriates a certain amount every year for propaganda of Philip
pine tobacco in the United States. 

Recently, instead of limiting the propaganda for cheap ciga.'~s, the 
Tobacco Board decided to appropriate the money. for propaganda 
purposes for advertising a better grade of Philippine cigars. 

Mr. PAREDES. Do you know how many exporters there are who 
export this 90 percent of P'6,000,000 worth of cigars to the United 
States! 

Mr. GALLEGO. The majority of the members of the Manila Tobacco 
Association. 

Mr. PAREDES. I got the information that one exporter in the Philip
pines had been gathering cigars from several places in the Philip
pines, cheaply manufactured, to be able to sell and compete with 
the cheap cigars in the United States, thus monopolizing the export 
of cigars and thus making it impossible for good cigars to be ex
ported to the United States. What is your information about that' 

Mr. GALLEGO; Well, at least, neither the Manila Tobacco Asso
ciation nor I, personally, have any knowledge of such practice. 

Mr. RoBBINS. I wonder, Mr. Gallego, if in order to clear away the 
confusion as to the significance and meaning of this . tabulation on . 
page "20 of your brief, you will advise the Committee of the actual 
profits of manufacturers who are members of your association on 
class-A cigars, say, during the calendar year 1936, in terms .of 
centavos or fractions of centavos per cigar! 

Mr. GALLEGO. Presently. In appearing before you, we have de
cided to assign a certain aspect of the brief to several members, and 
that particular phase of the subject has been assigned to the next 
speaker because he is the one who, as I said, is actually and actively 
engaged in the manufacture and export of cigars to the United 
States. 

Mr. ROBBINS. Thank you. I shall ask him. 
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Chairman MAcMURRAY. Are there other questions! 
(No response.) Thank you very much, Mr. Gallego. 
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Is Mr. Carl Timmerberg here' 
Mr. TIlIUIEIIBERG. Mr. Philip S. Frieder will testify in my. place. 

STATEMENT OF MR. PHILIP S. FRIEDER, REPRESENT
ING THE MANILA TOBACCO ASSOCIATION 

Mr. FBIEDER. Mr. Chairman: Would it be possible for some of 
those questions that were asked Mr. Gallego to be asked me! I 
would like to answer also. 

Chairman MAcMURRAY. You might include the answers. in any 
statements that you care to make. If you care to address the Com
mittee, please yourself and include any of those answers you please. 

Mr. FBIEDER. I would like the Committee to ask those same ques
tions, and I would like to answer in my own way. 

Mr. ROBBINS. Mr. Frieder, will you advise the Committee of the 
amount of the actual profits of Philippine cigar-manufacturers on 
class-A cigars during the calendar year 1936 in terms of centavos or 
fractions of centavos per cigar! 

Mr. FBIEDER. Net profits¥ 
Mr. RoBBINS. Yes, after all your transactions have been completed, 

your incomes recorded, all expenses deducted, and the final account-
ing statements made. -

Mr. FBIEDER. It would be a little difficult to give you an accurate 
statement, but I do not believe it runs over 1 peso per thousand. 

Mr. ROBBINS. In centavos per cigar' 
Mr. FBIEDER. Well, we figure in terms of 1,000 cigars. 
Mr. ROBBINS. One peso per thousand' 
Mr. FBIEDER. I doubt whether it runs that high. It may run a 

little lower. 
Mr. ROBBINS. That is ia of a centavo per cigar! 
Mr. FBIEDER. That is about right. 
Mr. RoBBINS. Well, in that event--
Mr. FBIEDER. Pardon me, just a. minute. There may be factories 

~at do manufacture higher priced cigars, but their profits will run a. 
little higher. 

Mr. ROBBINS. I am just asking about class A, which, I understand, 
constitutes 90 percent of your business. 

Mr. FRIEDER. Yes, but class A runs from 3 for 5 cents up to 5 cents. 
Mr. ROBBINS. What would be the average for that entire class' 
Mr. FRIEDER. Well, if you have a larger proportion of 5-cent cigars 

you will naturally have bigger profits. If you had a bigger propor
tion of two for five, and three for five, your profits will be much 
lower. 
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Mr. ROBBINS. I understand that, but I wonder what the average 
waS during 1936 on the total price! 

Mr. FRIEDEL Well, I do not believe it would run over 1 peso. 
Mr. RoBBINS. You are saying again per thousand! 
Mr. FRIEDEL Per thousand cigars, yes. All our terms are in thou

sand cigars. 
Mr. RoBBINs. If your final net profit on the average was ia of 1 

centavo per ciga~, then, obviously, your entire profit will be destroyed 
by the imposition of the first 5 percent of American duties in the 
form of an export tax in the sixth year of the Commonwealth! 

Mr. FBIEDEL I am certain we could not stand the first year of the 
duty-term. 

Mr. RoBBINS. Because that would be equal to 9~OO of 1 centavo per 
cigar. 

Mr. FBIEDEB. Yes, it is something like that. 
Mr. RoBBINS. May I suggest, Mr. Frieder, in the interest of plac

ing accurate information before the Committee, and even in your 
own interest, and of avoiding the presentation of a statement which 
might be misleading, that you submit a supplement to this material 
on page 20 of your brief,l setting forth the profit actually made by 
manufacturers and comparing that with the graduated export tax! 

Mr. FRIEDEL . Well, I might add that there was a mistake made on 
this. There was an error. It should read: "Profit or loss to U.S. 
importers, distributors, and retailers"-to include retailers. And this 
profit at 1.25 per 1,000 cigars is not a profit. It means the difference 
in cost of production here and the dift'erence in the selling price on 
the other side. 

Mr. RoBBINS. But I believe that there is a possibility that it may 
be misinterpreted as to the profit of the manufacturers, unless you 
expand or correct it by an addition to this brief. 

Mr. FB!EDEB. Yes, that is right, Mr. Robbins. That should include. 
retailers-just the dift'erence in cost and sale. 

Mr. RoBBINS. If your estimate of the profits is correct, then, unless 
some modification were made, the industry would be destroyed, so far 
as exportation of cigars to America is concerned, in the first tu, 
year! 

Mr. FRIEDEL There is no doubt about that. 
Mr. ROBBINs. Unless there were some possibility of reducing your, 

cost of production very substantially' What are those possibilities, 
if any' 

Mr. FBIEDEL I do not believe there is any possibility of reducing 
the cost of production or the cost of raw leaf tobacco. I do not 
think there is any opportunity for that. 

• See voL llL 
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lIr. RoBBINs. The industry, for instance, is not one th~t ~as e~
joyed very large profits which have finally become capItalIZed m 
the form of capital market value and which in turn are now con
sidered part of production cost' 

lIr. FmmER. The industry has not been very prosperous. Some 
few manufacturers have made some profits over a period of years, 
but it is just a normal profit, nothing exorbitant. But our difficulty 
is if we should try to reduce the cost of raw materials, such as 
t;bacco, we would have the whole world competing against us. The 
only other way would be to reduce labor cost, and I am convinced 
they wouldn't take any less than what they are at present receiving. 
Therefore, it is hopeless. 

lIr. RoBBINS. On the basis of the information you have _ given, 
then, in this speCial case, the export tax on cigars cannot be con
sidered a revenue measure to produce income for the Commonwealth 
for its program for debt retirement or for other general purposes, 
and the scale of export taxes cannot be considered as an adjustment 
device because you cannot hope to make any adjustment or even 
stretch your -liquidation over five years. In other words, it is an 
absolute trade barrier which would foreclose the possibility of ad
justment and produce no revenue. Is that correct! 

lIr. FRIEDER. I am absolutely convinced that the cigar exports to 
the United States will cease, with the exception of a very few of the. 
better cigars-but very few. However, the vast majority of cigars 
that are made today will not be shipped to the United States. They 
cannot stand the first 5 percent. 

lIr. RoBBINS. Then, you have no opportunity, in other words, fol' 
adjustment or liquidation over a period of years, and you can expect 
no revenue from that export tax. 

lIr. FRIEDER. None whatever. 
lIr. RoBBINS. And do I understand also from the preceding testi

mony that it is the position of your association that with respect to 
cigars at least there is an imperfection and inequality in the Tydings
lIcDuffie act in the sense that the Philippine cigar trade would be 
destroyed under the law several years before complete independence, 
that is, in the sixth year of the Commonwealth, whereas during that 

, period the United States cigarettes would continue to enter this 
market without restriction' 
-- Mr. FRIEDER. That is correct. 

Mr. ROBBINS. For the entire Commonwealth period! 
:Mr. F'mEoER. That is correct. 
:Mr. RoBBINS. And do you subscribe to the implication, at least, 

made by the previous witness that there is a further inequality be
cause during the Commonwealth period the Government of the Phil-
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ippines probably would not be able to enter into an agreement prior 
to independence which would open a market with some other country 
for the mutual exchange of Philippine cigars and foreign cigarettes' 

Mr. FRIEDER. As long as the tobacco products can enter into the 
Islands free of duty for the second 5-year term, I do not see any possi
bility for the Philippines to make any trade agreements for tobacco 
products. 

Mr. ROBBINS. Because' 
Mr. FRIEDa Because of the fact that the products from the United 

States enter here duty-free and our products are taxed when they 
enter the United States, that is, after the fifth year. 

Mr. ROBBINS. That is all, Mr. Chairman. 
Mr. RoMERO. Mr. Chairman. 
Chairman MAoMURRAY. Pardon me, Mr. Romero, before recogniz

ing you I would like to ask a question. What firm do you represent, 
Mr. Frieder' 

Mr. FRIEDER. The Helena Cigar Company, S. Frieder and Sons 
Company. We are a United States corporation. 

Chairman MAoMURRAY. Mr. Romero. 
Mr. ROMERO. You stated that the tobacco industry has not been 

very prosperous. You also stated that you saw no possibility of 
reducing the labor cost. AJJ a matter of fact, is it not true that be
cause of this none-too-prosperous condition of the industry, the to
bacco laborers are not very highly paid as compared, for instance, 
with the laborers in the sugar industry' 

Mr. FRIEDER. To answer that correctly is a little difficult. Our 
laborers, that is, those who make the cigars, are pieceworkers. They 
get paid for what quantity they make. Now, when a factory has 
many orders to'keep its laborers busy or give sufficient work. the 
laborers earn as much and even more than other laborers in other 
industries here. But if the factory has very few orders and can only 
allow a laborer to make a few cigars, all he can earn is what he is 
allowed to make. 

Mr. ROMERO. With all those things considered, what would you s.8.y 
is the average wage of the tobacco laborer in the city of Manila' 

Mr. FRIEDER. I think we had a recent investigation, and while I am 
not familiar with the exact figures, I would say about 1 peso a day~ 
That is, in our factory I am safe in saying that the majority make 1 
peso and over a day. Now, we employ some boys who make less. 

Mr. ROMERO. Did you refer to skilled labor or the ordinary run of 
labor' 

Mr. FRIEDER. The ordinary run, unskilled labor. 
Mr. RoMERO. Is it not true that there has been considerable unrest 

among the laborers in the tobacco industry' 
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Mr. FRIEDEB. I h~ve not noticed any since I've been here. I arrived 
here--I've been here now about three or four months. I have not 
noticed any since I have been here. 

Mr. W ABINO. Mr. Frieder, referring to the table on page 20, which 
has caused so much comment, is it not correct to say that what that 
table purports to show is that under the export taxes in the eighth 
year, if no one-the manufacturer, the importer, the jobber, the re
tailer, who handles Philippine cigars-made any profit whatsoever, 

. there would still be a loss to the producer of cigars of 6%00 of a 
centavo per cigar in that year. 

Mr. FRIEDER. Yes; I think that is correct, but then I might elaborate 
a little bit on that. The retailer in the United States is accustomed 
to make 25 percent. He must make 25 percent before he makes any 
profits. The jobber is accustomed to making 15 percent. That is 
40 percent. Now, how can anything be made! 

Mr. WABINo. What is the average price at which the two-for-five 
cigars are now being sold by the Philippine manufacturers' 

Mr. FRIEDEB. To the importer, distributor, or retailer' 
Mr. W AllINO. To the importer. 
Mr. FRIEDER. Well, I personally do not know, but I imagine it 

would be between 15 and 16 dollars. 
Mr. W ARINO. As high as 15 and 16 dollars' 
Mr. FllIEDER. Yes, between 14%, 15%, and 16%; I believe that is 

about correct. 
Mr. WARING. That is, two for five cents' 
Mr. FllIEDEB. Yes; two for five, yes, 
Now, then, the importer sells to the distributor at between 16% 

and 17. Now, the retailers pay around 20 dollars. 
Mr. W ABINO. SO that the export prices which would amount to 

roughly about 16% dollars in the ninth year of the Commonwealth 
mean that the producers here in the Philippines would have to turn 
over all their proceeds in the form of tax under the present selling 
arrangement. 
. Mr. FRIEDER. That is right. 

Mr. W ARINa. The previous gentleman who appeared before the 
Committee referred to restrictive measures taken in the United States 

. against Philippine cigars. Are you aware of any such restrictive 
measures' 

Mr. FRIEDER. I have never heard of any. 
Mr. Rons. Do you know, Mr. Frieder, if the declared value of the 

cigars exported to the United States, as tabulated in tlus brief, in· 
eludes the internal-revenue tax. 

Mr. FllIEDEB. On what page is that' 
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Mr. ROlis. In the comparison between the value of cigars exported 
to the United States and the value of American cigars imported to 
the Islands. 

Mr. FRIEDER. The value of American cigars imported into the Is
lands is free' of excise tax. In other words, they are brought here 
without revenue stamps and the Philippine revenue stamp must be 
bought here and the Commonwealth receives that revenue. 

Mr. Rous. How about the Philippine cigars sent to the United 
States 9 

Mr. FRIEDER. If c.i.f. prices are quoted, they include the excise· 
tax; if Manila prices are quoted, they are without the excise tax.· 

Mr. ROXAS. Now, these cigars taken from the report of the Bureau 
of Customs, do you know whether they include generally the United 
States tad 

Mr. FRIEDER. I believe it is safe to say that about 50 percent include 
the excise tax, and 50 percent do not. 

Mr. Rous. In other words, this declared value does not really 
represent exactly the value to the producers of these cigars. I say 
this tabulation does not represent exactly the value to the producers 
of these cigars, because it includes the excise tax collected in the 
United States. 

Mr. FRIEDER. Well, there may be some cases. As I said, about half 
is included and half is not. We, in our particular case, in our prices 

. the excise tax is included. 
Mr. RoXAS. And what does that represent in volume of the cigars 

exported to the United States' 
Mr. FRIEDER. Well, that is about 100 million cigars annually. 
Mr. RoxAs. About 50 percent of all the cigars exported to the 

United States9 .. 
Mr. FRIEDER. Yes. . 
Mr. Rous. Mr. Frieder, if because of the imposition of these ex

cise taxes it becomes necessary to reduce your production cost, is it. 
possible to reduce your production cost by the introduction of mao . 
chinery in the manufacture of cigars, so as to be able to absorb some 
of these taxes' 

Mr. FRIEDER. I do not think so. I do not think it is possibl~ to 
reduce our production cost to such a point and yet absorb the tax. 

Mr. Rous. Could you reduce the price for leaf tobacco and still . 
continue the industry, still have enough inducement to continue' 
producing tobacco' • 

Mr. FRIEDER. As I said before, we have the entire world competing 
against us. The world is looking for cheap tobacco, and it would 
have to be so cheap that there would be no interest for the farmers 
to grow tobacco; so they would be growing other commodities in 
order to get better returns. 
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Mr. Rous. You have been in the tobacco business in the Islands 
for many years. Do you know what is the income that could be 
obtained from a hectare of the best tobacco land planted to tobacco' 

Mr. FJlIEDEB. About 10 ·quintals, or about 1,000 pounds. That is 
about the average all over the Islands. 

Mr. Rous. Now, how much would be the net income to the land
owners and the farmers' 

Mr. FJlIEDEB. It varies in dllferent sections--some sections more, 
. and some sections a little less. I should say the income, the average 
. 'in the Islands, is around 5 pesos per quintal. 

• Mr. Rous. That is the price you mean' 
Mr. FJlIEDEB. Yes. . 
Mr. Rous. My question is, if a man owns a hectare of land and 

he planted it in tobacco, using his own labor and that of his own 
family, what would he get net each year from that land! We know, 
for example, that in a hectare of rice land, the landownel," may get, 
say, 16 pesos or 20 pesos a year. Then the tenant may get about 30 
pesos a year. Now, what would a landowner of a tobacco land get! 

Mr. FBIEDEB. I am a little confused between hectare and acre, 
Mr. Ro:us. Say it in acres. 
}fr. FJlIEDEB. An acre of land will produce about 10 quintals, that 

is 1,000 pounds, and I am certain that the tobacco will average 5 
pesos, or an average of 50 pesos per acre. . 

}fr. Rous. That is the gross value of his production' 
Mr. FRIEDEB. That is all that he will receive. 
AIr. Rous. That is about 120 pesos per hectare' 
Mr. FBIEDEB. About 125 or 150 pesos per hectare. 
lir. Ro:us. And how many people would be required to work on 

one hectare of land planted to tobacco, do you know! 
• Mr. FBIEDER. That is a difficult question to answer. I really do 
not know, but I believe it will take 3 or 4 people. A family of 3 
or 4 people. 

Mr. Ro:us. And tobacco is a crop of how many months' 
Mr. FRIEDER. About 90 days. 

. Mr. Ro:us. And do you know whether the people in the Cagayan 
valley that are planting tobacco have any other income from the 
land which they devote to tobacco' 

Mr. FIlIEDER. Some have a little income, but not all of them. Some 
·grow rice. 

Mr. Ro:us. On the same land' 
Mr. FRIEDER. No. They have extra land, but I don't think that 

land will produce anything else. 
Mr. Rous. If 4 men will work on one hectare and the gross 

value of their production is 125 pesos, that averages about 35 pesos 
a year for each one; do you think that is correct! 
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Mr. FRIEDER. That is about cdrrect. 
Mr. DOMERATZKY. Would you say that because the Philippine 

cigar is at the bottom of the market in the United States so far as 
price is concerned, more or less, it has a special advantage which 
may operate to reduce the trade of the Philippines even before the 
export taxes go into effect' 

:Mr. FRIEDER. It is a very difficult thing to answer that question. 
I must elaborate on that question. In the last 10 years, the Ameri-'~ 
can factories--oor I might say since' the end of the war-have all 
mechanized their factories and they are permitted to sell their cigars: 
at such a price that we must compete with, and unless those cigars 
are sold at higher prices we cannot sell our cigar at higher prices. of ' 

Mr. DOMERATZKY. In other words, the Philippine cigar is more 
vulnerable to the competition of cheap cigars in America than 
Havana cigars. 

Mr. FB.IEDER. Oh, yes. We are in direct competition with the 
machine-made American cigars. That is exactly where we are. 

Mr. DORFMAN. Mr. Frieder, if the cigar industry exporting to the 
United States should be obliged to liquidate in consequence of the 
provisions of the Tydings-:McDuffie act being carried out, that would 
mean that the American market for wrapper tobacco and other 
items used in making cigars here would be reduced, would it not' 

:Mr. FRIEDER. It would be eliminated. 
:Mr. DORFMAN. If it were eliminated would there be an increase 

in the demand for such wrapper tobacco in the United States! 
Mr. FRIEDER. Not as much as is being bought here now. 
Mr. DORFMAN. Presumably the cigars which would replace the 

Philippine cigars would be the American machine-made cigars' 
:Mr. FRIEDER.-That is right. 
Mr. DORFMAN. Now, the American machine-made cigars requira. 

wrappers which are more or less perfect. The Philippine cigar, be-, 
ing a hand-made cigar, can use wrappers of a type which cannot.be· 
used for wrapping cigars that are made by machine, is that correct l '. 

:Mr. EmEnER. The machine-made cigars require perfect leaves. WfS 
here manufacture hand-made cigars, and we can use Florida and 
Georgia wrappers that are not perfect. We have been consuming 
these. :May I correct :Mr. Gallego who says that it was Virginia. 
wrappers that we are using here. We do not buy Virginia wrapp~rsi 
we buy Georgia and Florida wrappers. Wrappers do not grow in . 
the State of Virginia. 

Mr. DORFMAN. Then I get from your remarks that American pro-, 
ducers of the wrappers which are exported here would be injul'ell 
in consequence of the Philippine industry being liquidated, since they 
would not be able to sell, on as favorable terms as they now sell, that 
portion of the wrapper tobacco which is damaged' 
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Mr. FRIEDe: Here in the Philippines we consume approximately 
25 to 30 percent of the Florida and Georgia wrapper tobacco. The 
entire crop amounts to between 10 and 12 thousand bales. I am' 
safe in saying that we consume a quarter of that, and in that quarter 
I imagine there is at least another quarter of damaged tobacco
that is, when I say "damaged" I mean slightly torn, that cannot be 
used in the United States but is used here. I recall an incident 

;'which happened this year. One of the largest growers of Florida 
tobacco had on hand approximately 1,000 bales of wrappers that they 

·',vere unable to sell, owing to the fact that they. were very tender. 
,They could not be used by the United States machine factories, owing 
to the fact that those factories must have sound leaves so that the 

'machine can stretch them. Those wrappers had been in New York 
since 1932. This year the manufacturers in the Philippines bought 
f;hat tobacco, and the value is no less than $150,000 to $200,000 for 
those 1,000 bales. Now, that tobacc.o would never have been sold in 
the United States for American factories' consumption. It would 
not have been used there. 

Mr. DOBnlAN. What use would be made of damaged wrapper 
tobacco in the United States if it could not be exported to the Islands 
for use in wrapping hand-made cigars' 

Mr. FRIEDER. Florida and Georgia wrappers are only exported to 
the Philippine Islands and Puerto Rico, the only two places where 
they can export them. These tobaccos would probably be sold, after 
~ time, at a very very low price or would be used up for cutting. 
I do not know whether you know the term "cutting"-that is used 
for chewing tobacco. 

• Mr. DORFlIIAN. Roughly, what is the difference in price between 
cuttings such as you mentioned and the damaged wrapper tobacco 

.now sold out here' 
' .. Mr. FRIEDER. Oh, there is a big difference. If they had to sell it 
.io~ cutting they would probably receive 10 cents a pound. If they 
have to sell it for wrappers they get 90 cents or $1 a pound. There 
is .a tremendous difference. 
, Mr. DOBnlAN. You feel, then, that if the industry is liquidated 

here, American tobacco farmers would not fare as well .even though 
there should be a complete transfer of the industry to the United 
~tates' 

. Mr. FRIEDER. The States would suffer after all. There are over 
100,000,000 cigars manufactured here for local consumption and 
,some for export other than the United States, which all practically 
use American wrappers. Now, those would be replaced by wrappers 
from Sumatra and Java. I said, on the same basis, no manufacturer 
would consider using Florida or Georgia wrappers in comparison 
with Sumatra or Java. They are a much finer type of tobacco. 
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Mr. ROXAS. Mr. Frieder, do you remember what the Government 
of the Philippine Islands did in order to induce a more extensive 
use of American wrappers rather than Sumatra wrappers' 

Mr. ,Ii'RIEDER. They raised the duty, I think: 30 cents gold a pound, 
to stop the inflow of Sumatra wrappers into the United States. 

Mr. ROXAS. As a result of that increase in tariff which, as you 
will remember, was made at the request of American producers of 
wrapper tobacco, what has been the percentage of increase in the • 
use of American- Wrappers! 

Mr. FRIEDER. It has gone up tremendously. The prices have sky.'"., 
rocketed. The manufacturers were unable to use these other wrap~ 
pers on account of the high duty, and I am safe in saying that since 
that has taken place, American wrappers have gone up 30 percent to 
50 percent. 

Mr. ROXAS. In the Philippines, what percentage of the wrapper 
tobacco that we are now using has come from other sources than the 
United States! 

Mr. FRIEDER. Infinitesimal, less than 1 percent. 
Mr. ROXAS. Before this import duty was increased, what was the 

percentage of American wrappers used in the industry' 
Mr. FRIEDER. Where ¥ 
Mr. ROXAS. In the Philippines. 
Mr. FRIEDER. I believe 12 or 14 years-the introduction of Georgia 

and Florida wrappers here started in 1923-we found a shortage of 
Philippine wrapper tobacco. It started in a small way and today I 
am safe in saying that 90 percent of the entire cigar-production here 
is made with American wrappers. I might go further: 95 percent. 
In our own particular case, in our own factory, I think we use 98 
percent AmericaIi wrappers. 

Mr. ROXAS. And the other 2 percent' 
Mr. FRIEDER. Philippine wrappers. 
Mr. DOMERATZKY. Mr. Frieder, when you said that they would stop 

using American wrappers and shift to Sumatra and Java, you had 
in mind the period after independence! 

Mr. FRIEDER. Of course. Not during the transition period. 
Mr. WARING. Mr. Frieder, while I appreciate, as a matter of fact, 

that you are an exporter of cigars, I wonder if the Committee might 
have- the benefit of your opinion as to what would happen to the ' 
American cigarette trade in the Islands when the full Philippine 
duty becomes applicable. 

Mr. FRIEDER. It would sufi'er; it would immediately drop. 
Mr. WARING. Have you any idea. as to the percentage of that 

decline¥ 
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Mr. FBIEDEB. Well, in Cuba, after the full duty was imposed on 
American cigarettes in Cuba, the business vanished, except for those 
smuggled into Havana and those sold to people that could afford 
to pay the price for cigarettes. I would say American cigarettes 
that today are selling for 12 cents or 14 cents a package here, would 
probably jump up to 50 cents or 60 cents. Well, the income of the 
Filipinos would not be large enough to permit the consumption of 
American cigarettes I the trade would vanish. . 

Mr. YtJLO.Just one final question. Would you say that your 
• American trade at present constitutes such a large proportion of your 
. business that upon its elimination the tobaceo industry would also 
be eliminated in the Philippines. I mean, the cigar business! 

Mr. FRIEDEB. Absolutely. For export to the United States, one 
factory will be able to take care of all the business. 

Mr. JACOBS. Mr. Frieder, are you familiar with the technique of 
cigarette-manufacturing 9 

Mr. FRIEDEB. No, I am not. But Mr. Timmerberg is here; he 
manufactures cigarettes. 

Chairman MAcMUlIRAY. Are there other questions for Mr. Frieder! 
(No response.) Thank you, Mr. Frieder. 

Mr. FBIEDEB. Mr. Chairman, may I just say a few words. Gentle
men, I hope our brief is thoroughly convincing, that should inde
pendence without free trade be accelerated or during the second 
half of the Tydings-McDuffie act, the cigar-manufacturing and to
bacco business between the United States and the Philippines is 
ended, as it could not stand any duty whatsoever. 

One point that I should like to stress is the fact that at present we 
manufacturers here in the Philippines consume at least 25 percent to 
30 percent of the entire crops of the Florida and Georgia cigar wrap
pers, a market which the United States would lose should the free 
trade be terminated. We at present use wrappers such as the United 
States machine factories cannot use owing to the fact that these 
machine factories must have sound leaves, whereas we here, manu
facturers of only hand-made cigars, can use such wrappers as the 
machine factories cannot use. Should free trade be discontinued 
this market would consume on an equal tariff basis wrappl!rs from 
Sumatra and Java, instead of what we are at present using. 

As you will note, there· are about 100 million cigars produced in 
the Philippines for local consumption and export to countries other 

. than the United States. I believe I am safe in saying that the major
ity of them are produced with wrappers from the United States. 
This is a growing market, and in years to come can consume the 
majority of the wrapper crops of Florida and Georgia. . 

Chairman MAcMURRAY. Is Mr. Tomas Fernandez de Castro pre
pared to appear! (No response.) If not, Mr. Antonio G. Escamilla. 

82701l-8&-vol. 2-81 
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Mr. GALLEGO. We waive the right to appear. Mr. Escamilla is 
the secretary Qf the Manila Tobacco Association, and we believe that 
Mr. Escamilla waives the right to testify. 

Chairman MAcMUllRAY. Thank you. And Mr. de Castro is not 
present' 

Mr. GALLEGO. He is not here. Likewise, he waives his right. 
Chairman MAcMUllRAY. Thank you. 
Mr. DOMERATZKY. Mr. Chairman, may I point out that when Mr. 

Jacobs asked the question in regard to cigarettes, I think Mr. Frieder 
said that Mr. Timmerberg could answer the question. 

Chairman MAcMUllRAY. Is Mr. Timmerberg here! 

STATEMENT OF MR. CARL TIMMERBERG, REPRESENT
ING THE ALHAMBRA CIGAR AND CIGARETTE MANU

. FACTURING COMPANY 

Chairman MAcMUllRAY. What firm. do you represent! 
Mr. TnrMERBERG. The Alhambra Cigar and Cigarette Manufactur

ing Company. 
Mr. JACOBS. Are you familiar with the technique of cigarette

manufacturing! 
Mr. TmMERBERG. Yes, Sir. 
Mr. JACOBS. My question is this: In your opinion, what is the 

possibility of transferring the cigarette industry, or that part of the 
industry which would be liquidated if it could not sell in the United 
States market, to the manufacture of a line of cigarettes with Philip-: 
pine tobacco similar to Virginia tobacco, so far as possible, for local 
and domestic consumption in the Philippines, to replace the present 
import of cigarettes from the United States. 

Mr. TxMMERBERG. I do not think that is a Philippine industry 
because the Philippines would not be able to produce a type of Vir
ginia tobacco, and therefore the taste or the tendency is that people 
prefer aromatic or Virginia-yield cigarettes in these Islands. There
fore, the consumption of American cigarettes has gone up tremen
dously in the last 10 years. Almost more than 50 percent of the. 
cigarettes consumed in the Islands are imported now. 

Mr. JACOBS. So you do not think there is much possibility of it' 
Mr. TI1IrIMERBERG. I do not think that we will be able to produce 

a tobacco such as the Virginia tobacco used in American cigarettes. 
Mr. JACOBS. But is it not a fact that in view of the millions of 

ci!!8.rettes now smoked in the Philippine Islands, and in view of the 
fa~t that it is believed that after trade preference is terminated 
those American cigarettes can no longer be imported, the Filipinos 
would still want to smoke cigarettes , Now, is it not possible for 
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Philippine manufacturers here to manufacture a cigarette which the 
people would buy' 

Mr. Tnnmnu:BO. Certainly, when the Philippine Islands are no 
longer able, on account of the higher tariJf, to import cigarettes from 
the United States, something will have to be substituted to make 
something similar to the American cigarettes, maybe by flavoring 
or by producing a new type of tobacco in these Islands. 

Mr. JAOOB& If that is done, could not a large percentage ·of the 
Philippine tobacco crop be used' 

Mr. Tnon:BBf1!O. Yes, certainly, because the consumption of cigars 
does not go down. The proportion of cigarettes imported from the 
United States may be taken care of by the local industry, and that 
is almost 60 percent that is now coming to the Islands. 

Mr. WAIlING. If the transfer which Mr. Jacobs had in mind should 
take place, how would that a1fect the price of tobacco in the Philip
pines, in your opinion j that is, would the price be as high for use 
of cigarettes as it is for use in the manufaelure of cigars! 

Mr. 1'Dlm:BBEBO. I do not think so, because if these people get 
their independence, the standard of living probably will go down, 
and the people will not be able to a1ford the things they are buying 
now. And they are now buying American cigarettes that they will 
not be able to buy because of the high price of the cigarettes; they 
will not be able to afford to buy them. 

Mr. WAIlING. I was thinJcing about the e1fect it would have upon 
the tobacco-grower, whether the tobacco-grower in the Philippines 
would receive as high a price for the tobacco which goes into cig
arettes as he now receives for the tobacco which goes into cigars. 

Mr. Tnnn:nm:ao. I do not think so. He cannot receive higher 
prices for them. 

Mr. W AlUNG. And how do you think that transfer from the present 
manufacture of cigars to the increased manufacture of cigarette..c;, 
should it occur, would affect the number of laborers employed in the 
manufacture of tobacco produced in the Philippines! 

Mr. ~. I do not think I got your question. 
Mr. WAllING. You are now manufacturing a large number of cigars. 

.y ou are employing a certain number of cigar-makers. If you stop 
making cigars and increase your production of cigarettes, how would 
that affect the number of employees in the industry' 

Mr. 1'nDIEBBERO. Very little, because cigarettes are manufactured 
. by machine and cigars are manufactured by hand. Almost 80 percent 
of the whole industry is working for cigars and only 20 percent for 
cigarettes; therefore, employment of laborers who work for cigars 
for exportation to the United States does not a1fecfi...-illmost nothing
the employment for the cigar industry. 
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Mr. WARING. Your opinion, then, is that the number of laborers in 
the tobacco industry would be materially reduced' . 

Mr. Txvm:RBERG. Oh, yes, because 60 percent of the whole produc
tion of the ~hilippine Islands in cigars is exported to the United 
States. 

Mr. RoXAS. Pursuing the question made by Mr. Jacobs a little 
further, how many cigarettes could be manufactured, using tobacco 
that now goes into the manufacture of one cigar sent to the United 
States! 

Mr. Tnnt:ERBERG. How many cigarettes of what! 
Mr. ROXAS. Of the staple type. 
Mr. 1'nno:BBERG. For every thousand cigars we send abroad we 

use 33 pounds of raw leaf tobacco; and out of those 33 pounds we get 
out at least 10 thousand cigarettes or more. That means we get 
10 thousand cigarettes of irregular type from 33 pounds of raw leaf 
tobacco. 

Mr. Rons. In other words, you can make 100 cigarettes out of 
the tobacco that goes into the manufacture of one cigar¥ 

Mr. TmMERBERG. No, 10 cigarettes. 
Mr. Rons. Oh, 10 cigarettes. 
Mr. Tnt:MERBERG. Ten cigarettes out of the manufacture of one 

cigar. 
Mr. Rons. Therefore, considering that you send to the United 

States 200 million cigars, you can manufacture 2 billion cigarettes' 
Mr. TmMERBERG. Yes. 
Mr. Rons. If it were possible to shift from cigars to cigarettes, 

you could substitute the 2 billion cigarettes that now are imported 
from the United States to the Philippines' 

Mr. TmMERBERG. Theoretically, yes. 
Mr. JACOBS. One other question. What is the present consumption 

of cigarettes, how many billions' 
Mr. TIMMERBERG. The present consumption of cigarettes of the 

Philippine Islands is altogether 5 billion. Half of it comes from the 
United States. 

Mr. JACOBs. Five billion annually' 
Mr. TIMMERBERG. Annually, yes. 
Mr. BENITEZ. On page 49 of your brief you make a plea for free 

trade, and Mr. Gallego, in answer to Mr. Waring's question, stated 
that personally he does not believe that that would be for an indefinite 
period. In your opinion what would be the period needed by the. 
industry after independence to make the necessary adjustment! 

Mr. TIMMERBERG. I think we should have permanent free trade 
with the United States. 
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Mr. BENlTEZ. If that is not possible, what would be your recom
mendation as to thQ necessary period for readjustment after inde-
pendence' 

Mr. TnulERBERG. Readjustment after independence! 
Mr. BENITEZ. Yes, after independence. Assuming that before inde

pendence the export taxes would be removed. 
Mr. TnommERG. I think there is no probability at all of making 

readjustments if we are wiped out of exportation to the United. 
States. 

Mr. BENITEZ. But you are a manufacturer of high-grade cigars. 
I believe. What possibilities are there in that direction of sending 
high-grade cigars to the United States' . 

Mr. TmHERBERG. Possibly very low possibilities of sending high
grade cigars to the United States. There is a table here that shows 
that it amounts to almost nothing. We send to the United States 
almost entirely two-for-five cigars. 

Mr. BENITEZ. But could you not invade the high-class market' 
Mr. TmMERBERG. Well, on account of advertising of national 

brands-in the United States they are spending tremendous amounts 
for advertising, and we cannot do that. It is impossible for us to 
spend this amount. And in the States there are now only about ten 
or fifteen brands of cigars which have a big consumption. 

Mr. BENITEZ. But when it comes to cost, you think you could com
pete in the high class' 

Mr. TnulEllBEBG. We could compete, but on account of people in 
the United States-they read the papers, the billboards, and every 
retailer has to carry their brands. 

Chairman MAcMUllBAY. Are there other questions' 
TIlat concludes our hearing on the subject of tobacco. 
(Here follow two briefs. submitted by the Manila Tobacco Asso

dation. l ) 

We could now go on with the group of hearings that have heen 
scheduled for this morning, the group of embroidery manufacturers. 
[ should say that the Philippine Button Corporation, which was 
scheduled for today, has waived appearance. Then, we will have the 
Rattan Products Manufacturing Company, the Philippine Textile 
Committee, representatives of the American leather tanners, and the 
Buntal Hat Weavers' Association. We would have time, perhaps, to 
rnake at least a beginning with the hearing of the group of embroidery 
nanufacturers represented by Mr. S. Davis Winship. 

'See voL IlL 
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STATEMENT OF MR. S. DAVIS WINSHIP, REPRESENTING 
THE EASTERN ISLES IMPORT CORPORATION 

Chairman MAcMmmAY. What firm do you represent, Mr. Win: 
ship! 

Mr. WINSHIP. The Eastern Isles Import Corporation. The brief 
tendered on behalf of the embroidery industry 1 is a copy of the 
Waring-Dorfman report with a few minor changes and additions. 
We felt that .ii-was a better statement than we could prepare. My 
attention has been called to two paragraphs which might be mislead-
ing to one not well acquainted with the trade. .. 

Page 12, under the heading "Effect of Export Taxes". This might 
convey the impression that American labor produces hand embroid
eries, which is not so. A small amount of hand needlework is pro
duced in the vicinity of N ew York City by Puerto Rican immigrants, 
and more along the Rio Grande by Mexicans who cross the line to 
work in the United States but who spend their earnings in Mexico. 

Page 13, "Embroidery Trade in the United States". The $20,-
000,000, annually, mentioned there, represents only embroidered goods 
made in the United States and Puerto Rico. The actual production 
of silk and cotton underwear and infants'· wear must be ten times 
that amount. This means that the Philippines supplies less than 2 
percent of the ladies' underwear and infants' wear demand in the 
United States. 

In closing, I will say that the embroidery industry furnishes spare
time employment to many Filipinos, in many cases providing the 
only cash income of agriculturists. It does not compete seriously 
with American labor. It provides a highly desirable article of com
merce at a very reasonable price. It is worthy of your utmost con
sideration. 

I would be glad to answer questions if there are any. 
Chairman MAcMmmAY. Are there any questions for Mr. Winship! 
Mr. DORFMAN. If, in consequence of the export taxes on embroidery . 

sent to the United States, the industry in the Islands were obliged 
to liquidate to a substantial degree-and I take it that you agree that 
that would be the case-would there be an embroidery industry or 
any other industry in the United States which would then consume . 
the cotton cloth which is now consumed out here in the manufacture 
of embroideries which are sent back to the United States' -

Mr. WINsmp. I believe that there. would be an increase in what is 
called "domestic production" of the machine-made product. That 
would take care of the greater part. There may be another industry. 

• See vol. III. 
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Mr. DOKFHAN. Then, so far as the American manufacturers of 
cotton cloth of the varieties used out here are concerned, there would 
be no great loss in consequence of the industry being liquidated here' 

Mr. WINSHIP. I think not. I should like to have it understood 
that in answering questions I am speaking for myself only and not 
for the group of manufacturers who helped in making this brief. 

Mr. DOBFHAN. Then, you feel that American cotton-cloth exporters 
have no particular interest in whether or not the embroidery industry 
survives out here' 

Mr. WINSHIP. They do not seem to. 
Mr. DOBFHAN. Do you feel that they actually have something at 

stake but that they do not know their own interest! 
Mr. WINSHIP. Well, since the total Philippine production is such 

a small part of the total consumption of the garments of the type 
that we make, I do not believe that they have a real interest. 

Mr. DOBFHAN. Thank you. 
Mr. WARING. Mr. Winship, I should like to ask whether or" not, 

in your opinion, there would be any possibility of increasing the 
price at which Philippine embroideries are sold in the United States 
to take care of a substantial part of either the export taxes or the 
full duty. 

Mr. WINSHIP. I can answer that by saying that we manufacture 
a complete line. That is to say, we manufacture low-priced Inisses' 
wear, infants' wear and underwear and high-priced Inisses' wear, 
infants' wear and underwear-being the only house in the country 
that manufactures a complete line. We have averaged about 17 
percent of the total export for the last several years. I was in New 
York this summer and went very thoroughly into that question with 
the local house with which we deal. We have agreed to continue 
full manufacturing until the end of 1941, and in 1942 to close up 
business. That is our opinion of what. the chances are of going 
ahead. In the discussion I suggested that we could probably handle 
the export tax up to about the third year, manufacturing at some 
profit, but that in the following year, of course, it will be with in
creasing risk and less chance of profit, and that we will incur loss in 
the succeeding years, so why prolong the agony' 

Mr. WARING. I understand that the quality of work done here is 
considerably higher than any other type of handwork-that is avail
able in the American market, and I was wondering whether the 
quality of workmanship would permit a certain increase in the price. 

Mr. WINSHIP. I do think it would be possible, up to the time of the 
full tariff, to manufacture a line of higher grade than the average 
line manufactured at the present time; but it will be a small quantity, 
and it will have to be handled by experts; that would be on the 
assumption that there were no further burdens placed on the industry 
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and that there ,vere no increase of domestic taxes of any kind. It 
will be experimental, it may not work out, but I think it can be done. 

Mr. WARING. Do you think there is a possibility of the present 
type of work now done in the Philippines being done in Puerto 
Rico! ' 

Mr. WINSHIP. No; 1 do not think Puerto Rico could handle the 
Philippine work. I have been there. 

Mr. WARING. You spoke a few moments ago about the production 
of a small amount of hand embroidery in the southwestern United 
States by Mexicans. I was wondering if that trade is not rather 
important to groups of individuals who are engaged in it, and· if 
perhaps they are not more permanent members of the American 
society than your remarks would indicate. 

Mr. WINSHIP. I have no first-hand knowledge of that trade, only 
what I get from correspondence. 

Mr. W AlUNG. There are a great many Mexicans who have settled 
permanently in that part of the United States' 

Mr. WINSHIP. Yes, Sir. 
Mr. W AlUNG. And it occurs to me that the trade might be of some 

importance to them. 
Mr. YULO. Do I understand from you that all the raw materials 

used in the embroidery business come from the United States' 
Mr. ·WINSHIP. Practically all. A small amount comes from 

Europe. 
Mr. YULO. If the export tax is applied to labor only, do you think 

that the embroidery business would be able to survive' 
Mr. WINSHIP. Since the material and labor are approximately 

50-50, we might have a good chance, but I do not think the industry 
will survive if the full tax is applied even if placed on half the 
value. 

(Here follows printed brief subInitted by Mr. S. Davis Wmship, 
representing a group of embroidery manufacturers.1 ) 

Chairman MAcMURRAY. Since it is 12 o'clock already, it will be 
necessary to continue our hearings this afternoon beginning at 2: 30. 

(Thereupon at 12: 05 o'clock p.m., an adjournment was taken until 
2 : 30 o'clock p.m.) 

• See vol. III. 



PROCEEDINGS OF SEPTEMBER 17, 1937 
AFfERNOON SESSION 

SENAD CHAMBER, LmISLATIVB BUILDING, 
llimL.&, PHILIPPINE ISLANDS, 

Thuraday, Septem1J61' 17, .193'1. 

The hearing before the Joint Preparatory Committee on Philippine 
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Preaent: 
The Honorable J. V. A. MAcMmIBAY, Chairnumj 
The Honorable Josi Yuw, Vice Chai1"l'lUlT&j 
Mr. JOSEPH E. JAOOBS, Vice Chai1'11UJ1l,j 
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Mr. CABL B. RoBBINS; 

The Honorable Josi E. RoMERO; 

The Honorable MAlrnEL L RoXA8j and 
Mr. FuNx A. W AJUNG. 

Chairman MAcMURBAY. This afternoon's proceedings will begin 
with the testimony of Mr. Frank Hale, on behalf of the Philippine 
Rattan Manufacturing Company. 

STATEMENT OF MR. FRANK HALE, REPRESENTING THE 
RATTAN PRODUCTS MANUFACTURING COMPANY 

Mr. 1I.u.P.. Mr. Chairman, Ladies and· Gentlemen: In submitting 
my small brief I to this honorable Commission, it was not my in
tention to appear here, but I was requested to do so by members of 
the Philippine-American Trade Association, merely to give an ex
pression of the dependence of indmitries in the Philippine Islands on 
the privilege or the necessity of exporting products made by those 
factories or industries to the United States having a market greater 

• SeeTOL JIL 
481 
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than the market in the Philippine Islands. As all of you no doubt 
J know and realize, no country, especially the Philippine Islands, 
could prosper in the future unless they had exports; neither could 
they purchase products from foreign countries, especially the United 
States, in the quantities that they have been, unless they were allowed 
to export their products and were thereby given the means of pur- . 
chasing. Consequently, the development of new industries in the 
Philippine Islands, as well as the continuation of many of the present 
industries which derive their source of income from exports, mostly 
to the United States, depends on the continuation of free trade into 
the American market, because that is the greatest market that we have 
before us, the greatest consumption of our products. 

As I have had some experience in introducing new industries in 
the Islands during the 30 years I have been here in the manufactur
ing industry, I just wish to call your attention to the industry that 
I have submitted a brief on~to products made from the growth of 
the Philippine forests: rattan. That is an industry that is prac
tically new in this country or in these Islands. In the past it has 
been carried on to a. certain extent in China, Java, and Singapore. 
In the last three years it has been introduced in the Islands or de
veloped here to such an extent that it appears that, with proper man
agement, it could be developed into a very large industry. This year 
the exports from the Philippines will amount to about 300 thousand 
pesos. It is calculated that next year it will go to a million. The 
possibilities of the sale in the United States of products along similar 
lines that can be manufactured here as predicted at the last ses
sion of the furniture market in Chicago held from the 10th to the 
21st of last September, were 25 million dollars gold per annum, as 
during the first day of that session of the market, or the sales market, 
a Singapore factory, which was considered to be largest in the 
Orient at that time-I do not consider it is today; I am quite sure 
we have the largest in the Philippines-sold its products for one year 
on the first day. There was 110 million dollars gold worth of Ameri
can furniture sold or booked for sale during the ten days. So, you 
see, the market is quite large. That was a trade of ten days only. 
Naturally, many of you know of the great consumption of household
furnishing products, namely, furniture and other articles in the 
States. 

At present we have no difficulty in getting this merchandise into 
the United States. There is no duty; it goes in free of duty, although 
we have to pay enormous freight rates. This product is made up 
when it is shipped, and it is bulky. It costs us now $7.50 per cubic 
ton; will be $9 at the end of this month, according to the new ruling; 
and on such merchandise shipped into the States, it averages 35 per-
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cent of value for freight rates. The shipment made last week to 
Washington, D. C., cost us 65 percent of the value of it. You may:. 
wonder why that is so. Why! It is because it is a bulky product 
and the value of it is cheap considering the bulk of it. This indus
try, which has considerable future if properly developed, as well 
as many other industries, can be developed here and must be de
veloped, because the continuation and life of the country is handi
capped a great deal on account of the high freight rates or the freight 
rates we have to pay to get it into the United States-similarly in 
other countries. Therefore, the United States market is absolutely 
necessary for the development of new industries in this country. I 
say absolutely necessary because, as I have observed from the testi~ 
mony of most of the witnesses or the speakers at the previous period 
before you, they all lay special stress on the United States market. 
They seem to think that it is not possible to continue their large exports 
to foreign countries or continue their business on the basis on which 
it is now operating. The importation into the United States of many 
of these articles does not greatly interfere with similar products made 
in the United States. To many of them it is an advantage to the 
United States. In the production of most of the articles manufac
tured here, a great many American products enter; tlierefore, there 
would be a certain loss to American exporters, producers, and so forth, 
if the trade were discontinued. Therefore, in considering the ex
change of commerce between the United States and the Philippine 
Islands, the prosperity-future prosperity-of the Philippine Islands 
practically depends on a fair exchange, on the allowance of exchange 
of Philippine merchandise or Philippine products at a margin of profit 
which would permit the existence of those productions. 

That is about all I have to say, and if there are any questions 
you would like to ask, I shall be glad to answer. 

Chairman MAcMURRAY. Are there any questions for Mr. Hale' 
Mr. WARING. Mr. Chairman. 
Chairman MAcMURRAY. Mr. Waring. 
Mr. W AJUNG. Mr. Hale, I should like to ask you what effect you 

think the export taxes would have on the rattan-furniture industry 
. if they were imposed as now provided by the Independence Act. 

Mr. HALE. At present there is not a great deal of difference in the 
sale, in the cost, or in the price as it is sold in the United States, in 
comparison with American furniture or American wooden furni
ture. Therefore, if the taxes were imposed to any great extent it 
would no doubt kill the industry or prevent its being exported to 
the United States. 

Mr. WARING. In your remarks before the Committee you men
tioned that a Singapore factory had been able to sell its entire year's 
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output in one day at the Chicago market. How would it be pos
sible for that ,factory to sell its entire output for a year in one day, 
paying a full duty, and for the Philippine industry, according to 
your testimony, not even being able to pay an export tax which 
would be only one quarter of the full duty. 

Mr. lIALE. In making that statement I based it on the fact that 
at present-and we hope and trust in the future-our labor here 
will not have and will not work for the wages that the Singapore 
factory can secure, which is practically a very low percentage in 
comparison with what we pay here and should pay in the future. 
That makes quite a di1ference, as 50 percent of the cost of produc
tion is labor. 

Mr. WARING. If I am correct, the duty on rattan furniture is 60 
percent ad 'Valorem of the United States duty. 

Mr. lIALE. From other countries' 
Mr. WARING. Yes, from other countries. Would the di1ference 

in labor between Singapore and the Philippines account for their 
ability to pay that 60 percent' 

Mr. HALE. I should say that the di1ference in labor is more than 
60 percent. 

Mr. WARING. 60 percent of the cost of production' 
Mr. HALE. Maybe not 60 percent more than the cost, but much 

more than the 60 percent of the cost of labor in the production. 
Mr. WARING. But that does riot account for the full di1ference. 
Mr. HALE. Perhaps not. Just where the di1ference is, I am not 

prepared to say, but it does appear to me that we cannot hope or 
should not hope to build up a duty or a tax on importation of 
Philippine products into the United States which would have a 
tendency to diminish or reduce the fair salary or compensation to 
the Philippine laborer that might enter into its production: Other
wise, we. reduce the standard of living, and reducing the standard 
of living naturally reduces the purchasing-power, which would even
tually reflect back on the importation of American products into the 
Philippine Islands. 

Mr. WARING. And your position is that the United States should 
take no action whatsoever which would in any way a1fect adversely 
the economy of the Philippines' 

Mr. lIALE. Not necessarily that, but, if the United States' inten
tion is to help the Philippines after independence shall have been 
granted or at the time that taxes or import duties on Philippine 
products shall become e1fective, I do not thirik that they should 
impose a duty or a tax on the importation of Philippine products 
to such an erlent that it would kill or prohibit the exchange of com
merce between the two countries. 
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Mr. WAllING. You believe that to be true even after the Philip
pines shall have become politically independent' 

Mr. ILu.z. Provided it is the intention of the United States to as
sist the Philippine Islands for any length of time afterwards to con
tinue in an economic condition to carry on with prosperity until such 
time as they could adjust themselves to getting on without American 
preferences. 

lIr. W ARING. You do not believe, then, that that assistance should 
be extended indefinitely' 

Mr. llu.B. That is entirely up to the United States. If it would 
be advantageous to the United States to enter into necessary arrange
ments with the Philippine Islands or the Philippine Commonwealth, 
or whatever the government might be, it would no doubt be a part 
'Jf natural thought between the two countries. If the United States 
finds that the exportation of their products would be an advantage, 
by allowing the Philippines to export the products here to the States 
it would be more than mutually advantageous. 

Mr. WARING. If it should not prove to be mutually advantageous, 
then you would feel that the extension of preferences or of assistance 
might be tenninated at some time in the future! 

Mr. HALE. Possibly, that would be necessary or advisable, and 
nothing more than right. If it is a one-sided affair, why, of course, 

, naturally, it should be corrected until it would be mutual, unless 
there is a certain amount of, we might say, preferences to be shown 
to the Philippines owing to the past political and natural hook-up 
that would enter into the thing. I mean to say, I know that the 
United States, being American, is very sympathetic toward its wards 
and its dependents. That might enter, and no doubt has in the past 
entered, into the general situation. 

Mr. WAllING. Thank you. 
Mr. DORFMAN. You mentioned, Mr. Hale, that the freight rate 

constitutes about 35 percent of the value of shipments to the States' 
Mr. HALE. From that.point up. . 
Mr. DORFMAN. At least 35 percent! 
Mr. HALE. As an average, yes. 
Mr. DORFMAN. An average of 35 percent--
Mr. HALE. Of the cost of the merchandise from the factory sent 

to the United States. 
Mr. DoRFMAN. Do you regard that an unreasonable charge in view 

of the bulk of the commodity' . 
Mr. IIA.LE. I do. 
Mr. DORFMAN. How does that rate compare with rates on other 

commodities shipped from the Islands-on the basis of cubic-feet 
measure! 
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Mr. HALE. I think it runs very high. The re~son for that, if I 
might make an explanation, is that comparing cubic feet with weight, 
there is a vast difference. 

Mr. DORFMAN. Do you happen to know whether the steamship 
lines charge higher rates per cubic ton from here to the States than 
they do from Singapore to the States' 

Mr. HALE. I do not know that. What I understand is that mer
chandise, when shipped from Singapore and from here to the United 
States, is mostly shipped on American boats. 

Mr. DORFMAN. Is that because the freight rates are the same, or 
because you prefer to ship on American boats' 

Mr.H.u.E. We prefer to ship on American boats. 
Mr. DORFMAN. The rates are the same! 
Mr. HALE. I cannot say. I do not know. 
Mr. DORFMAN. Have you inquired if the rates are the same! 
Mr. HALE. I have not. 
Mr. DORFMAN. Do you happen to know whether any rattan furni-

ture is made in the United States! 
Mr. HALE. There is. 
Mr. DORFMAN. What is the source of the rattan' 
Mr. HALE. That I cannot say, but I have been told or informed 

that some of it comes from Mexico, considerable of it from Singapore 
and Java, and some from the Philippines. 

Mr. DoRFMAN. In view of the high freight rates on the finished 
furniture, would it be more econOInical to make the rattan furniture 
in the United States from rattan shipped from the Islands! 

Mr. HALE. It would not. 
Mr. DORFMAN. And what is the reason for that! 
Mr. HALE. The cost of labor. 
Mr. DORFMAN. The cost of labor is much lower here' 
Mr. HALE. That is one of the reasons, so far as I know. 
Mr. DORFMAN .. What are the other reasons' 
Mr. HALE. I do not know of any other reasons. 
Mr. DORFMAN. Can the rattan furniture be shipped so knocked 

down that you can get a large amount of furniture in one compact 
parcel' 

Mr. HALE. That is still problematical. We are working along 
those lines, hoping that it will be possible. So far we have not in 
our particular factories found a satisfactory method. We ship di
rectly to the individuals, and very often to the retailers and whole
salers, but it has not been satisfactory so far. 

Mr. ROMERO. Mr. Hale, as I understand, on the supposition that 
the export duties will remain as they are in the Tydings-McDuffie act,; 
the rattan furniture exported to the United States would pay a duty 
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of 3 percent ad .'lJo1orem during the sixth year of the transition 
period, or in 1941, to be increased at the rate of 3 percent until, at 
the end of the transition period during the tent.h year, it would be 
15 percent ad 'lJolorem. Do you not think that, if the industry were 
compelled to do so, by making certain readj\lStments it would be able 
to pay these export duties I 

Mr. llu.E. Of course, that is problematical-it is quite a long time 
in the futur&-we don't know what might take place between the two 
markets, building up from the present cost of production and sales 
of the products. It is possible that a 15-percent ad 'lJolorem duty 
could be paid and yet continue a certain amount of sale in the United 
States. That much depends on what could be sold in the Philip
pines. As a matter of fact, the products must pay duties here before 
they are put on the American market. It must be added to it. That 
is problematical whether it could pay the duties and yet subsist. 

Mr. RoHEBo. How many laborers are at present employed in this 
industry in the Philippine Islandsl 

Mr. llu.E. I calculate between 3 and 4 thousand. 
Mr. RoHEBO. Can you tell us the average wage of unskilled 

laborers in this industry' 
Mr. llu.E. In the manufacturing only-with reference to the wage 

of those getting the product out of the forest, I am not able to tell 
you-in the manufacturing, at least they pay between a peso and a 
peso and a half per day. 

That is quite a stretch, but it may average about 1"1.25 per day per 
workman. 

Mr. RoHEBo. Do you employ men in your factories to gather the 
rattan from the forest' 

Mr. llu.E. No, we buy the rattan as it is brought from the forest. 
Mr. BENITEZ. Do you have any trouble in securing rattan! 
Mr. II.&.LE. No trouble; not as long as we pay the price. 
Mr. BENITEZ. Do you think there will be enough raw material in 

view of the expected development of the industry as pointed out in 
your brief! 

Mr. llu.E. I am told by the Bureau of Forestry men and by the 
lumbermen who have been operating or cutting lumber in the forest, 
that the supply is unlimited. The destruction of the rattan grove 
in the forest today, through the operation of logging, -is greater by 
far than the consumption of it in manufactured products. 

Mr. DORnuN. Did I understand yoil to say that it was problem· 
atical that the industry would be able to survive the tenth year of 
the Commonwealth period, when the export taxes would amount to 
15 percent of the value of the product ,. 

Mr. HAL&. Yes. 
Mr. DORFHAN. What did you say the freight rate on rattan is now! 
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Mr. HALE. Seven-fifty gold. That would be increased to nine dol
lars gold. 

Mr. DORFMAN. That would be an increase of 20 percent, and I recall 
you said that, on the average, the freight amounted to 35 percent of 
the value. Thirty-five percent of that amounts to 7 percent of the 
value of the product, which is about one half of the increase in cost that 
I mentioned in referen<;e to the export taxes applicable in the tenth 
year-the 15 percent. 

Do you feel that the increase in the freight rate from 7% to 9 dollars 
will have a serious effect on your industry! 

Mr. HALE. Not a serious effect, but it does have its effect on the 
cost of merchandise in the United States. 

Mr. DORFMAN. Why, if an increase amounting to 7% percent would 
not be very serious, would one amounting to 7% percent more mean 
the end of the industry! 

Mr. HALE. I did not say that it would be the end of the industry. 
Mr. DOBnlAN. You said it would be a serious blow. 
Mr. HALE. It would have a serious effect, and possibly to such an 

extent that it would prevent the prosperity of the industry. 
Mr. DOBnlAN. I thought I understood you to say that it was prob

lematical whether the industry could survive the tenth year of the 
Commonwealth period. 

Mr. HALE. As I said, under the· conditions that might exist at 
that time, if they were the sanle conditions as at present. Survive 
does not mean prosperity. It might survive to the· extent that it 
could exist, but it might not survive to the extent that it would be a. 
profitable business advantageous to the Philippines. 

Mr. DOBnlAN. Another increase of the same amount in the freight 
rate as the increase you mentioned would have the same aggregate 
effect as the export taxes to which we referred; is that correct' 

Mr. HALE. If increased it might have an effect on the sellers in 
the United States. 

Mr. BENITEZ. From whom do you get your rattan now' From 
what kind of merchant' 

Mr. HALE. From men who went to the forest to cut it. The profit 
between the actual cutting of the rattan until we receive it is not 
great. .. 

Mr. BENITEZ. Are there Chinese middlemen' 
Mr. HALE. Sometimes there are Chinese, but mostly Filipinos. 
Mr. BENITEZ. How much do you pay for rattan" 
Mr. HALE. The price varies depending on the different qualities, 

size, length, and so forth. The average cost-we pay on the basis 
per thousand pieces-the average cost is from 5 to 10 cents per piece 
of a length of 5 meters. It varies according to the size and quality, 
and so forth, of the rattan. 
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Mr. BENITEZ. There is a plan on the part of the Director of For
estry to open trails in the forest to make minor forest products acces
sible to the communities near the forest, thereby giving the unem
ployed some employment. What would be your attitude toward such 
a plan' 

:Mr. lIALB. Well, I think it would be wonderful. That would 
mean opening up new roads within the country. This will lead to 
greater access to the natural resources of the country. 

Chairman MAcMlJ1IBA.Y. Thank you, Mr. Hale. 
(Here follows the printed brief submitted by the Rattan Products 

:Manufacturing Co., Inc.1) 

The next speaker is for the Philippine Textile Committee, repre
sented by Mr. J. A. Connor. 

STATEMENT OF MR. J. A. CONNOR, REPRESENTING THE 
PHILIPPINE TEXTILE COMMITTEE 

Chairman MAcMlJ1IBA.Y. On behalf of what firm are you speaIrlDgI 
Mr. CoNNOB. New York exporters named Brune, Nadler & Cutfe. 
(Mr. Connor reads his statement.) 
Mr. Chairman and Members of the Committee, Gentlemen: The 

briefs filed here and in the States I show the decline in American 
textile exports to the Philippines. There are a few points in the 
briefs that we wish to emphasize. 

The decline from 1932 to 1936 has been rapid. Philippine cus
toms figures showing quantities imported in square meters are, re
spectively, 88 million square meters, 67, 43, 35, and 32 million square 
meters in 1936. These figures include embroidery cloths. 

The quota arrangement made in 1935 between the United States 
and Japan was expected, in the State Department's words,"to mate
rially improve the position of American textiles". The quota has not 
improved the position, but it has probably helped to keep the 1936 
figures from being worse. 

Embroidery cloths included above are not American exports. Ac
tually, such cloths are shipped to the Philippines only to be em
broidered, and are then returned to the United States. They are 
consumed in the United States. Deducting such cloths from the 
above figures, makes for the year 1936 actually 24 million square 
meters. 

Rayons were left out of the quota arrangement, although they are 
textiles, and are used for the same purposes as American cotton 
textiles. The increase in rayons imported after the quota arrange
ment was made has been very large. Rayons compete with the aver-

I See voL III. 
82708-3S-voL J-.-.a2 
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age price range of American textiles as shown by Philippine cus
toms figures.' For 1936 these average prices were: American 
bleached and dyed in the piece-goods, 29 centavos per square meter; 
printed, 27 centavos. Rayons after paying Philippine duties were 
28 centavos. 

Total American textiles imported into the Philippines in 1936, de
ducting embroidery cloths, were of the same amount as rayons, 
both being 24 million square meters. 

We believe it-fair that embroidery-cloth figures be deducted from 
American exports and that rayons be counted with cotton textiles. 

The Philippine tariff of 1909 waS made for conditions existing 
many years ago. There are textiles imported today that were not 
made in 1909. It has been suggested that the tariff should be 
changed and increased in order to help American textiles. It could , 
be changed to fairly provide more revenue for the Philippines when' ; 
conditions warrant higher duties. At present, regardless of condi
tions being good or bad, the duties are specific on cotton textiles, so 
always remain the same. 

Another reason for correction of the Philippine tariff is to help 
the growth of Philippine manufacturing of textiles. Such manu
facturing will be an economic asset to the Philippines. It will not ' 
be prevented by American textiles, owing to their higher labor ~. 
costs. 

Lastly, American textiles deserve consideration in connection with 
the balancing of Philippine trade with the United States. The 
favorable trade relations enjoyed by the Philippines in its trade 
with the United States should, we believe, entitle American textiles 
to reciprocal treatment. 

Chairman :MAC:MURRAY. Are there any questions for :Mr. Connor! 
:Mr. WARING. In your brief, :Mr. Connor, you mentioned the fact 

that you are speaking both for cotton textiles and for rayons. 
:Mr. CoNNOR. Yes, Sir. 
:Mr. WARING. If I recall correctly, the Philippine duty on rayons 

is 60 percent ad 'IJaJorem. 
:Mr .. CONNOR. Yes, Sir. 
:Mr. WARING. And because of the operation of the Parity Act, the 

rayons imported from Japan actually pay an effective 100 percent 
duty. Do you feel that the American rayon interests desire a higher 
degree of protection than the 100 percent now afforded them against 
Japanese goods' 

:Mr. CONNOR. I cannot say, that is one thing I am not familiar with. 
The 100 percent is of course based on the parity. Actually it is 
60 percent, and the change in currency has some effect there. At 
any rate, those rayons, I should say, at the figures reported by the 
Philippine customs, are so very low that th~y compete with cotton 
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tutilesj I do not know the prices of American rayons today and 
cannot say that they could compete unless the duty were greatly 
increased. 

lIr~ W ARINO. Do you feel that the American cotton-textile people 
need further protection from the rayon importers, even though they 
have an effective 100 percent protection at the present time! 

Mr. CoNNOR. The mention I made here, of course, was the quota 
arrangement wherein the rayons were not considered. Now, in order 
to compete with our cotton textiles against rayons, I should say the 
rayon duty should be further increased, not because the goods were 
better or last longer but because they are more attractive. They are 
artificial silk, are shiny, look nice, and have found favor all over the 
world. In fact, the American cotton textiles will outwear them and 
will give better service, but have not the appearance. It is pretty 

~ difficult to put a price on that appearance, what it is worth. Any
way, it has brought large quantities into the Islands. 

Mr. W ARINO. You mean that, after the voluntary agreement con
summated in 1935, the quantity of rayon coming from Japan in
creased materially' 

Mr. CoNNOR. Yes, Sir. 
Mr. W ARINO. Is it your thought that that increase was due to the 

agreement, or was it due to other factors such as the reduced price 
of rayon' 

Mr. CoNNOR. I do not think it was due to the reduced price so 
much, Mr. Waring, because Japanese rayon prices have been low for 
quite some years. Now, perhaps the prices were lower in 1935 than 
they were in 1934 or 1933, but our experience in previous years had 
shown low Japanese prices. As a matter of fact, even as far back as 
1930 and 1931, sometimes it was as low as cotton goods. I think the 
increase in the Japanese rayon business was primarily due to the 
voluntary restriction of Japanese exports, and the business people 
naturally looked for something to export to keep up their business. 
Of course, the goods had to find favor. 

Mr. WARING. I had understood that about that time, about the year 
1935, prices of Japanese rayons declined appreciably and that the 
quantities exported not only to the Philippines but to other countries 
as well, increased materially because of that price-decline. 

Mr. CoNNOR. There is no doubt, Mr. Waring, granting that your 
figures are correct, that the price-decline will influence the demand. 
Naturally, there will be more demand with lower prices. 

Mr. WARING. One final question. In your brief you mentioned 
that a satisfactory solution of the problem, so far as the American 
textile interests are concerned, would involve one of two methods-
either the imposition of quotas or a substantial increase in the exist
ing tariff rates accompanied by a probable reclassification. In the 
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first place, in suggesting the quota arrangement, you said that quotas 
should be imposed on all shipments from countries other than the 
United States. If the Philippines should contemplate the imposition 
of a quota system here, do you feel it would be desirable to exclude 
the United States from such quota arrangement, assuming that a sat· 
isfactory or reasonable allotment were made to the American im
porters' 

Mr. CoNNOR. The Department of State also excludes the United 
States from the quota arrangement with Japan, that is, in the limi
tation. 

Mr. WARING. That was only a voluntary agreement between the 
two. 

Mr. CONNOR. I think that w~ should just continue along the same 
lines. There is no reason why an amount cannot be fixed for the 
United States as well as for any other country; but because of the 
relation between the two countries, I should think that the United 
States would not be limited. Any such arrangement made by the 
Philippines and the United States would naturally have to be a fair 
one. There would not be the idea of taking any certain years or 
limiting any certain countries unduly. That is not the object of 
leaving the United States unrestricted. 

Mr. WARING. My only thought was that, for example, in the case 
of sugar, the United States has adopted the quota system and has 
fixed a limitation on all the imports from offshore areas, and I won
dered what objection there would be if a quota system should be 
adopted in the Philippines for textiles which would include the 
United States in the limitation along with the others. . 

Mr. CoNNOR. I should say that we prefer not to be restricted in 
the hope of taking some of what might be left over. That is the only 
reason that could, I think, bring about such desire not to be restricted, 
that we might obtain more. 

Mr. WARING. Which of the two suggested plans would you prefer: 
the quota arrangement or the increased tariff' 

Mr. CONNOR. I think the quota arrangement would work better 
or be more easily arranged and, therefore, be preferable. 

Mr. WARING. If quotas were imposed such as you suggested, the 
effect would be to increase the price of cotton textiles in the Philip
pine market, would it not' 

Mr. CONNOR. I doubt that too, Mr. Waring, because competition 
here does not permit any increase. 

Mr. WARING. If prices did not increase then, what value would the 
quota arrangement be to the American exporters of textiles! 

Mr. CONNOR. I really do not see what the prices have to do with it, 
because after all, we are interested in the quantity per square yard 
that we will be able to export to the Philippines. 
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Mr. WARING. You do not care about priceS! 
Mr. CoNNOR. Naturally we do care. We prefer low prices because 

it is easier to sell Even though we might have a quota that would 
permit Philippine goods to come in, that does not necessarily mean 
that lhe people would be willing to pay any price. The competition, 
I think, will regulate the' prices. 

Mr. W AruNG. As I understand it, the increased quantities of 
Japanese cotton textiles sold in this market were sold because they 
were offered at lower prices than American goods, is that true' 

Mr. CoNNOR. That is a very large question to answer, Mr. Waring, 
because the Japanese have the advantage of being close to the Philip
pines and they have quicker delivery. They also offer smaller mini
mum quantities. That also helps. They also quote lower prices. 
Bllt they have a big advanta~ that helps all countries, that is, the 
Japanese residing, working in business in the Philippines. We have 
an example of that, for example, in Switzerland. There are quite a 
number of Swiss firms in Manila. Swiss goods come in; naturally, 
they make an effort to bring in their own goods. The American firms 
handling Swiss goods are very few, that is, those actually importing. 
Many of them are salesmen and a~nts. Yes, about half a dozen. 
But there is but one large, only one American firm. If we had here 
about 10, 15, or 20 American importing firms, I think we would have 
done better business. 

Mr. WARING. A more profitable business! 
Mr. CONNOR. Thai I cannot say. Perhaps it would not, Mr. War

ing, because I have heard remarks at various times that Japanese 
firms have complained about the profits they make in the Philippines 
on Japanese goods, but nevertheless they are Japanese, and the goods 
are Japanese. They have a natural desire to bring in Japanese 
goods, and we have only one American firm here. So, there are 
many things that have helped the Japanese. They have the goods, 
and they have the prices. That is true. 

Mr. WARING. My purpose in asking you this question is this: If 
Japanese goods have been able to undersell American goods in this 
market, and if the quantities which the Japanese could bring in 
should be limited, that would, it seems to me, have the e:fl'ect of rais
ing the price of the Japanese goods for two reasons: first, that in 
their own interest they would be anxious to sell at a higher price 
because of the quantity limitation; and, secondly, the demand itself 
would tend to raise the price of Japanese goods. Such a situation, 
therefore, would give the American goods a competitive advantage 
over and above their present position. 

Mr. CONNOR. ',I.'heoretically that seems all right. Of course, you 
remember a couple of years ago the idea. of higher prices for Jap-
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anese goods was indulged in at that time owing to the quota ar
rangement. ~ have not seen that it has happened. There have not 
been higher prices. The Japanese firms also competed against each 
other, and, of course, there is a way found to bring in more goods. 
Something is done. People try to do something better all the time, 
and it has not proved to be the case in the past two years or year and 
a half. Theoretically, I would say that when a certain amount of 
Japanese goods is imported, a certain quantity will be used. You 
will think that the Japanese would be able to obtain a higher price. 
Actually I doubt if that would take place. 

Mr. WABING. If the Japanese would be able to obtain a higher 
price as a result of the quota arrangement, then it would be true, 
would it not, that the Philippine consumer would have to pay that 
higher price, and the Philippine Government. would receive no addi
tional revenue; whereas, if you raised the tariK duties and Japanese 
goods came in, the Philippine Government would obtain a revenue 
from those imports! 

Mr. CONNOR. That is right. 
Mr. DOMERATZKY. Are you familiar with the rayon industry in 

the United States! 
Mr. CoNNOR. Unfortunately, I am not. I have sold rayons in the 

past, but I am not familiar with the manufacture of them. I was 
familiar with the prices of the rayons, but for some time we have 
not been selling rayons. 

Mr. DOMERATZKY. Are you sufficiently familiar with the rayon 
market here to tell us whether the United States manufactures quali
ties comparable to those supplied by Japan' 

Mr. CoNNOR. That is also difficult for me to answer, because I have 
not seen enough Japanese goods. The printed rayons, the plain 
rayons, they are manufactured in the United States; they are similar 
to Japanese. I should say that in quite a few cases the American 
goods must be similar to Japanese. Now, they are higher in prices, 
although in quality it is evident they are better. In quality some of 
the rayons that have been used for shirts in the past, the Japanese 
rayons, have shrunk quite a bit after one washing. I think the 
American goods will last longer than that. I think the American 
goods are better. We had a number of samples of Japanese goods 
a couple of years ago where shrinking was shown. 

Chairman lucMURRAY. Mr. Connor, will you speak a little louder, 
please' 

Mr. DORFMAN. Mr. Connor, it is customary for the American 
cotton-cloth exporters selling in this market to subtract from the 
total United States cotton exports to the Philippines the material 
which enters into the embroidery trade, on the theory tha.t that cloth 
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is simply manufactured out here and then sent back to the United 
States. That is correct, is it not' 

Mr. O>:NNOB. That is right. In reporting the figures in our brief 
we have reported the figures less the estimated quantity of embroi
dery cloths. As I said in the beginning, these embroidery cloths 
embroidered here are sent back to the States and sold in the States, 
80 that the figures are as you see, Mr. Dorfman. 

lIr. DORnlAN. Is it your feeling, then, that the value of this cotton
textile market to the American exporters is represented only by the 
net figure at which you arrived, that is, the gross exports from the 
United States to the Islands less the amount of embroidery cloth 
exported' 

Mr.O>NNoB. Why, speaking as an exporter's agent, I should cer
tain1y say that we are interested in the goods that we export. The 
embroidery business, I should say, would be on an entirely dUl'enmt 
basis, entirely separate. 

Mr. DoBFHAN. Now, if the embroidery industry were obliged to 
liquidate, as we have been told that it will in large measure if the 
present provisions of the Tydings-McDuftie act are carried out, would 
American manufacturers of the varieties of cotton cloth which are 
used in the embroideries out here be injured' Or would they, instead 
of selling embroidery cloth here, sell it in the United States! 

Mr. O>NNOB. They would undoubtedly be affected because there 
will be certain products-it runs fairly large, from 8 to 10 million 
square meters-that they would not be able to ship to the Philippines 
and receive back as embroidery. Selling such cloth in the United 
States, I do not know for what purpose it would be used there. 

Mr. DOBFHAN. Then, you doubt that American cotton-cloth manu
facturers would sell that amount of cotton cloth in the United States, 
assuming that the embroidery industry here were liquidated' 

Mr. O>:NNOB. No, that is not quite right, because even assuming 
that there is no demand for such a cloth, the mill or mills making 
such cloths naturally would turn their looms to making other goods. 
If they lose the business they must turn their looms over to making 
other goods. We have cases in the States. Some of the oldest mills 
that were making chambrays for many, many years, turned over their 
mills during the bad years to making grey goods. Th.e same thing 
would have to be done. They have to look for business some place. 

Mr. DoBFJ(AN'. Is it your feeling that they would get some other 
business that would fully compensate them for the loss of the Phil
ippine market for embroidery cloth, or that they would lose in some 
degree in consequence of the embroidery industry here closing down! 

Mr. O>NNOB. Offhand, it would seem that they would lose some
thing, Mr. Dorfman, because it would be difficult, it might be difficult 
to get the loomage in the manufacturing of another material. 
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Mr. DORFMAN. If that is the case, then, would it not be appropriate 
to consider the sales in this market as embracing not only non-em
broidery material but at least some fraction of the embroidery mate
rial sold here, that is, are you justified in excluding the entire amount 
of embroidery cloth in reckoning the value of this market! 

Mr. CONNOR. It will be difficult to figure out any fraction. I see 
what you mean, that they would lose some business and therefore it 
would be considered. 

On the other hand,. we cannot figure it out. We do not know what 
it might be. It may be charged against our export business. It is 
something that will be lost, but the reason it has been left out is 
that the goods are not consumed here. Now, just how it can be 
figured out in any other way, I believe it will be difficult to decide. 

Mr. DORFMAN. You do feel that there might be a rather substan
tialloss, though, if you were to lose the market here for embroidery 
cloth! 

Mr. CONNOR. By the mills in the States' 
Mr. DORFMAN. Yes. 
Mr. CONNOR. That, I could not say. You see, Mr. Dorfman, you 

must take into consideration the quantities of such goods that are 
manufactured, what percentage they will be of the total goods man
ufactured, what part will be sent to the Philippines. If it is large, 
then the loss will be substantial; if it is small, then, of course, it is 
not substantial. If the part sent to the Philippines is a small per
centage,of course, it is not difficult. If those mills have looms that 
they can change over to other goods, they might find something more 
profitable or they might find something less profitable. If they can
not change their looms, the difficulty will be greater, of course. 

Mr. DORFMAN.- When you suggested that they will have to change 
their looms, did you mean to infer that the mills will no longer find 
an equivalent market for the same kind of cloth in the United 
States-to be used in manufacturing machine-made infants' wear and 
the like' 

Mr. CONNOR. By the way, when I said "change the looms", I did 
not mean changing the machines. I mean changing the goods. I am 
not familiar with the embroidery business at all. I do not know how 
much of it is used in the States, that is, manufactured in the States. 

Mr. DORFMAN. Well, then, despite the fact that the embroidery 
cloth which the American factories export to this market is shipped 
back to the United States in manufactured form, this market is worth 
a great deal to the manufacturers of embroidery cloths, is it not' 

Mr. CONNOR. Undoubtedly it must be worth something. Of course, 
there is another point, and I just thought of it, Mr. Dorfman. If 
the market here is lost and the Americans in the States who handle 
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that businem will then have to look for some place to embroider the 
cloth, it does not mean that they will not manufacture the cloth. 
They have a demand in the States for a certain quantity of embroid
ery cloth. If that is not embroidered in the Philippines, then they 
must look elsewhere, here or there. It may be hard to find someone 
to do it well, but nevertheless the effort will be made, or they will 
have to resort to machine embroidery. Going back to what I was 
saying before, if those cloths are not embroidered in the Philippines, 
it does not mean that the American manufacturers of the plain cloth 
will lose business. . 

Mr. DoBnlAN. I understood you to say a little while ago that they 
will lose something. 

Mr. CoNNOR. Because I did not think quickly enough to consider 
the American manufacturers or the American sellers '; naturally, if 
there is a demand for embroidery they are going to find some place 
to have the embroidery work done. The fact that the Philippines 
are removed does not take away the market in the United States. 

Mr. DORnlAN. That was the point I was trying to get at. I was 
not trying to confuse you. 

Mr. CoNNOIL I beg your pardon. 
Mr. DOBnlAN. I was wondering if you would expect a consider

able decline in the American consumption of embroidery goods made 
in the Islands, onctt the export taxes and full United States duties 
go into effect, or whether you would merely expect a substitution 
of the present types sent to the United States with those sent from 
Puerto Rico' 

Mr. CoNNOIL Oh, I think everything will be done to substitute 
as long as there is a demand for the substitution. 

Mr. DoBnlAN. In other words, it would not be a very serious 
blow to the manufacturers of cotton cloth if the embroidery industry 
were obliged to liquidate, is that your point! 

Mr. CoNNOIL As I said, I do not know much about the embroidery 
business. Of course, it does not seem so likely that that is the case. 

Mr. Ro:us. Mr. Connor, have you figured out what percentage of 
increase in the present Philippine tarift' on textiles and on rayon will 

"be necessary to allow you to continue importing as much as you 
.. imported during the year 1936 without the quota arrangement' 

Mr. CoNNOIL No, Mr. Roxas, it has not been figured out, especially 
if you refer to the year 1936. I believe that the decline in American 
textiles here would become less each succeeding year. At the be
ginning the decline is big, later on it is slowed up. How the decline 
would have been in 1936 if the quota had not existed would be a 
very hard question to answer; and in order to find out what tariff 
would be needed, we need some idea of what that decline might be. 
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It is very difficult to figure out. It might not be so easily figured 
out, because a,small percentage of increase might have no effect at 
all except to increase Philippine duties. In other words, a 10-
percent increase in business cannot be obtained by a 10-percent 
increase in tariff. It would probably not mean anything at all. 

Mr. Rous. Do you mean to indicate that you have not figured 
out the increase in the Philippine. duties that would be needed in 
order to allow you to participate in the Philippine textile market 
to the extent that you participated, say, in the year 1936! 

Mr. CoNNOR. For the average of several years preceding, we fig
ured out 65 or 66 million square meters of embroidery cloth, which 
is practically double that of 1936. Yes, there have been several esti
mateS made. 

Mr. Rous. Do you know what that estimate is' 
Mr. CoNNOR. There have been estimates of 150 percent-this cot

ton textile alon~and 175 percent, though such estimates, Mr. Roxas, 
have to be taken quite broadly because the Philippine tariff itself 
has one provision where duties are 10 cents gold per kilo. There 
is another provision here where it is 24 cents gold per kilo. It 
does not seem right that they should be increased in the same pro
portion. I do not think so. 

Mr. RoXAS. Therefore, Mr. Connor, you cannot determine what 
would be the effect of increasing the Philippine tariff by, say, 50 
percent , You could not say by how much you would be able to 
increase your importation on textiles' 

Mr. CoNNOR. I can give you a little idea because I know some
thing of the goods, Mr. Roxas. The 24-cent classification and the 
50-percent increase should help. It would help more than it would 
on the 14-cent classification. I think there the 50 percent would not 
have so much effect; it would probably mean more revenues for the 
Philippine Government. 

Mr. Rous. It would not be an effective protection for that par
ticular textile' 

Mr. CoNNOR. No, Sir; I do not think so. Naturally, 50 percent of 
14 cents is 7 cents; 50 percent of 24 is 12; so that the 50 percent 
would help more the higher classification, but not the lower. . 

Mr. Rous. Would you say that an increase of 100 percent would 
give you an effective protection' 

Mr. CoNNOR. A 100-percent increase would certainly help, Mr. 
Roxas. There is no question about that. In fact, rather than make 
an average of,. say, 100 percent, it would be better to say 125 per
cent on some classifications and say 75 percent on others. It is quite 
complicated, and it would take a great deal of time and study to 
work it out carefully. 
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lIr. Rous. You do not know of any study that has ~n made of 
that question' 

Mr. CoNNOR. I have read of statements giving that 150-percent, 
175-percent increase-that was what I called attention to & while 
ago. We also studied it here several years ago, but personally I 
think that ours was & first eft'ort and could be improved upon. 

Mr. RoBBINS. I understand that you are requesting of the Philip
pine Government additional protection so that your market here 
will not be displaced during this Commonwealth period, and, so that 
if possible, you might recover the market that has been lost in recent 
years; and that you have considered various devices which might 
aft'ord you such protection, one being a tarift' and another, quotas. 
You seem to prefer the quota, and I wonder what your reasons were 
for feeling that the tarift' is not so favorable for that purpose. The 
discussion seems to indicate that the eft'ect of an increase in tarift' 
is more or less unpredictable, especially under specific rates of duty. 
I suppose you would include in the uncertainties of tarift' protection 
the possibility of that protection being defeated through subsidies 
paid by the competing countries either directly to the industry or 
through subsidized shipping. So that the tarift' might seem to have 
one advantage and that would be an increased revenue to the Philip
pine Government. But even that purpose might be defeated-the 
result of the tarift' might be to diminish foreign importation-and 
the eft'ect of the higher tarift' rates would be less revenue. Now, is 
that your general reasoning for your preference for quotas @ 

lIr. CoNNOR. Yes, Sir; and also it seems that a quota might be 
more readily arranged than a change in a tarift'. Time makes quite 
a dift'erence in our business, and we thought that the quota could be 
arranged more quickly than the tarift'. 

Mr. ROBBINS. Not only more quickly arranged, but also that the 
result would be more exact and predictable. 

lIr. CONNOR. It seems so, because after all it should be simpler, 
taking the average quantities for a number of years. Whereas with 
a tarift' it would be hard to satisfy everyone. The quotas would 
settle this, and stop the asking for a higher rate on this or that, and 
also stop the trying to look for loopholes in the tarift'. 

Mr. RoBBINS. The disadvantage of the quota system Qlight be that 
it would unreasonably raise the prices to consumers, and you have 
already indicated that you would not like to see that done on the 
basis of principle and because it makes it difficult to increase the 
volume of business which you would like to acquire. Now, I think 
that is true, perhaps, of a quota system that is applied to all countries 
because in such an event the total supply is fixed, and that bein~ 
fixed in relation to the demand, the prices--unless some regulatory 
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machinery were adopted-the prices to consumers might be raised. 
Now, I was trying to imagine how consumers might be protected if 
you had quotas on all countries, except the United States. Then 
the consumers would be protected by the competition among the 
American sellers so that the prices here could never be advanced be
yond the point that that competition would permit. But would 
you be prepared to give the Filipino people any assurance that by 
some sort of combination or agreement among the American sellers 
they would not-limit the American supply and raise prices' 

:Mr. CONNOR. I personally believe-I feel sure-that the natural 
competition would prevent any raising of prices. It is difficult, per
haps, to make this readily understood by others as it is by myself, 
because I have been seeing it daily. Just one example. There was 
a certain cloth imported into the Philippines from a foreign country 
where the sale was limited to a few firms, half a dozen firms, and 
the profit was quite large. But they all wanted to obtain more busi
ness. The total quantity that the market could 'take is about the 
same, In good times it would be more; but in bad times it would be 
less. John Smith sold 10 bales and Peter Jones sold 20, but Jones 
tried to sell 20 so that Smith would sell 10, and they have reduced 
a profit of 25 percent to 5 percent. Just a natural competition. I 
have not yet seen competition fail in producing proper prices. 

:Mr. ROBBINS. Is there any legal device that American exporters 
could resort to, to enforce a gentleman's agreement or other under- . 
standing as to the quantity, and hence exact exorbitant prices under 
~e arrangement that you propose' 

:Mr. CONNOR. Truthfully, it might be done; but I am positive it 
would be broken. 

:Mr. RonBINs. You have no hope other than a gentleman's agree
ment. 

Mr. CONNOR. You mean there would be a gentleman's agreement 
not to htke adVltlltl\ge of the chance to make profits! 

Mr. RomllNS. No. It is incollceivltble .to me that if there is a 
small enough number of exporters, you may undertake to make a.' 
gentleman's agreement to limit the volume supplied by America 
because the other sources of supply would be limited by the quota, 
and raise the prices here to a considerable level That is the only 
possibility I can see. It is not likely.. .. 

Mr. CONNOR. No, the number of exporters is too large and the~ 
goods too varied and the sources from which those goods can be 
obtained are also lll.rge. . 

Mr. RORBINS. Hnve there been any instances in which the American 
textile exporters have made a gentleman's agreement to restrict 
supply and raise the prices' 
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Mr. (klNliOR. Not to my knowledge, Mr. Robbins. Not that I \lave 
heard of. 

lIr. RoBBINS. Then you would rely for consumer protection on the 
old long-established theory that a gentleman's agreement cannot be 
enforced unless all parties are true to the agreement, and that they 
are not likely to be where profits are concerned' 

Mr. (klNNOR. I am a little confused, Mr. Robbins. The gentle
man's agreement you referred to is to keep the prices up and to take 
advantage of the quota; is that correct' I do not believe it would 
ever be dreamed of; and if it ever were tried, it would not last. 

Mr. WAllING. One more question. If either one of the two plans 
which you have advanced should be adopted, that is, ~f either quotas 
on imports from foreign countries should be enforced, or if the 
Philippine tariff should be increased, what do you think the likeli
hood would be of Japanese manufacturers establishing plants in 
the Philippines in order to sell a larger proportion of their goods 
in this market' 

Mr. CoNNOR. There would be a tendency on the part of the Jap
anese to establish such plants here. 

Mr. WAllING. That might mean then that if either one of the plans 
you have suggested were adopted, it would defeat its own purpose. 

lIr. CoNNOR. Not altogether. There is no plan that can be adopted, 
either the quota or the tariff, that will work out in practice as we 
hope in theory. As you say, the establishing of an industry here 
would affect it and would defeat it to some extent. We would have 
to take it. As a matter of fact, the Philippines should have a manu
facturing industry, at least, for some of their domestic needs. That 
might come out of our share. "Paciencia I" 
• Chairman 1tIAclllJRRAY. Are there more questions' (No response.) 

Thank you. 
(Here follows the mimeographed brief submitted by the Philip

. pine Textile Committee.1 ) 

The next here is Mr. Cumming, representing the American leather 
"tallllers. What is your firm, 

STATEMENT OF MR. C. W. CUMMING, REPRESENTING 
LIEBMAN & CUMMING 

Mr. CUMMING. My firm is Liebman & Cumming. We represent 
". FOme 25 leather tanners making different kinds of leather in the 

United States. We feel that there is no better leather than that made 
in the United States, and in many respects American leather is about 

'See YoL Ill. 
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the ~finest in the world and enjoys a rather world-wide regard and 
is shipped to, nearly all comers of the world. In most of those 
countries that are taking a fairly large quantity of American leather 
today, it is bought on account of its quality and fairly high pricea 
are being paid for fine leather. In this part of the world where 
wages are low, that is not true. Such leather as is used here, in 
China, in Hong Kong, in Japan, and in other parts of the Far Ea!>t 
is bought primarily for its utilitarian purpose and price is in many 
respects the determining factor as to the source of supply. In recent 
years, for a number of reasons, the duty on hides which was imposed 
in the last Tariff Act, increased wages and increased taxes, as well 
as other influences in other parts of the world, currency deprecia
tion, certain export subsidies, as in the case of blocked marks in 
Germany, have had an effect of materially reducing the amount of 
American leather sold in the various Far Eastern countries. 

This, fortunately, has not been the case in the Philippine Islands. 
The Philippine Islands today are one of America's best customers for 
leather. In some instances the Philippines takes more in a particular 
classification from the United States than any other country. The 
business started in & very small way, and as more of the people of the 
Philippine Islands have worn shoes, more leather has been used. 
Most of that leather came from the United States. A small quantity 
of leather is made here. The quantity that is made here is limited 
by the number of hides available here. Those hides are not particu
larly good and are not well taken off (the carcass). Presumably 
that part may be improved, but in any case a large and sufficient 
quantity is not produced to take care of the demands. The people 
of these Islands are not large meat-eaters and no hide is ever pro
duced as & hide.' Hide is & raw material of the meat industry. So 
the United States has profited by the increased demand for leatlier 
from the Philippine Islands. 

Of recent years the preponderance of the trade has been threat
ened by other countries, primarily at the present time by Australia 
and Japan. In two categories we are suffering from competition. 
That competition is large in one item and not large in any other 
item. However, we do know that if we must meet world competi
tion on price alone, irrespective of quality, which is the case in the 
Far East, we will lose trade. My personal experience is that w" 
have lost trade. The business of American tanners-I haven't the 
exact figures-but for the 10 years from 1919 through 1928, I per-' 
sonally sold over $15,000,000 worth of American leather in the orien
tal countries, principally China, Japan, and the Philippines. That 
was only & small part; but anyway it was part of the business, cer
tainly not more than 30 percent. It was a material part., but in no 
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year did it run less than $1,000,000. That busin~ at that time -,vas 
primarily Japan, China, and Hong Kong. Only in recent years; as 
the number of people wearing shoes has increased, have the Philip
pine Islands been using sizable quantities of American leather. Now 
that business (China, Japan, Hong Kong) is shrinking, and so when 
I know my own business was $1,000,000 minimum a year, it was 
never less than that in 10 years, presumably the total business was cer-

: tainly not less than $4,000,000, probably more. The total business 
today, that is, of 1936, was $800,000; that was all the Americau 

·.leather that was shipped to all the countries in the Orient except. 
the Philippines, and the quantity shipped to the Philippines was 

·slightly in excess of $814,000. So we know full well that if we have 
no protection whatever, if we have no preference on duty, our busi
ness shrinks. For instance, we cannot compete with Germany today 
on one type of leather, calfskin, because Germany a~pts in part 
payment blocked marks, which is a form of subsidy; and at one 
time last year. German tanners were shipping calfskin into China. 
at no more than the cost of the raw stock of that leather. Now, 
whether it is right and proper for American tanners to obtain a. 
higher price than any other country, I am not going to try to defend 
that position. I do know that American leather is superior, and I 
further know that the average Filipino buyer does not buy that 
superiority, he is buying leather, 8. shoe cover at as economical 8. 

price as he can get. 
The American business has shrunk to not more than 20 percent 

on account of conditions over which we have no control and against 
which we cannot compete in other countries where we have no pro
tection today. The protection in the Philippine Islands is small 

, enough. It is only 10 percent to 15 percent, and that is not adequate 
to protect us on heavy leather. Australian tanners can today put 

• certain types of sole leather into the Philippines, duty paid, from 
3 cents to 4 cents a pound less than similar goods cost in the United 
States. The duty on laid-down cost, c.if. cost, is a little bit higher 
than the freight paid on similar goods from New York to the Philip
pines. In other words, the American tanner is bound to lose a con
siderable share of the business he now enjoys in the Philippines if 
the United States tanner has to compete on a price basis with the 
tanners of Australia, China, Japan, Germany, and othet continental 

. ,countries. ~at is the basis o.f our plea for continued protection 

.' . for the AmerIcan tanners, and m fact an increased preference. 
Chairman MAcl{mIRAY. Are there questions' 
lli. W AlUNG. lli. Cumming, the statistics published by the Collec

tor of Customs in the Philippines indicate that the quantity of leather 
sold in the Philippines by American exporters increased by about 
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$170,000 from 1935. to 1936. It also shows that at the present time 
the United States is furnishing over 93 percent of Philippine im
ports of leather arid leather products. Now, with an expanding trade 
and in view of the fact that we are furnishing at the present time 
over 93 percent of that trade, what reason is there for the American 
industry to ask for additional protection' 

Mr. CUMMING. For the reason that it is usually a better policy to 
put a padlock on the barn door before the horse is gone. 

Chairman MA~MUlmAY. What was that! Will the witness speak 
louder. 

Mr. Cmt:MING. For the reason that it is a better policy to put a. 
padlock on the barn door before the horse is stolen. We see the 
handwriting on the wall. Japanese tanners are today selling leather 
here, duty paid, for-I do not want to exaggerat~20 percent less 
than similar goods from the United States. It is hard to account 
for the fact that the Japanese tanners have I!ot increased, that they 
do not have today a larger percentage of the business. Well, they've 
got a war on right now. They do not care to call it war, but that 
is what it seems to be. Another thing: while their tanning industry 
is increasing, the use of leather is also increasing, and they have not 
perhaps the exportable surplus to offer to this market. But, never
theless, when the leather is urgently needed they can usually dig it 
up and ship it. The quantities shown, as reported by the Bureau of 
Customs, do not agree with my figures. I take my figures from ships' 
manifests, and they do not agree with the customs figures; manifest 
figures are larger. They do not apply to these imports coming from 
Japan, because I have not compiled that; but the figures are avail
able from Australia and China. I have appended that to my brief 
there. There is another point that I might make; that when you get 
Japanese and Chinese exporters, sometimes it has been known that 
the invoice is not always correct. 

Mr. WARING. I think the discrepancy in the figures between ships' 
invoices and official public statistics which you mentioned will be 
explained by the fact that the Philippine customs figures are made 
up on the basis of invoices after liquidation. 

Mr. Cmt:MINO. Yes, that is the way it is done. 
Mr. WARING. And it frequently takes some length of time for the 

papers to go through the various divisions of the customs office and 
reach final liquidation so that they may be included in the officia1 
statistics j therefore, there is some lag between· actual· arrivals and 
the official publication. But, still, the percentage of leather furnished 
by American interests is so overwhelming that it appears that they 
have been well taken care of .. Of course, what the future will hold 
is another matter. 
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Mr. CuxHDfO. We do not contend that we have ;{ot been well 
taken care of, but we know pretty well that in China the business 
dropped from something over a million to less than one hundred 
fifty thousand; in Japan, from three million to a tenth of that; in 
Hong Kong, from approximately one' million dollars to fifty-five 
lhousand dollars. That is because other nations have been under
selling us. You also mentioned, Mr. Waring, that the customs fig
ures show 93 percent for 1936-they showed 98 percent for 1935. 

Mr. WAllING. I find it a little difficult to make a mental calculation, 
but I should say that the figures do not show 98 percent. 
• Mr. CtmHING. That is my recollection; I may be mistaken. 

Chairman MAcMUBBAY. Are there other questions' Is Mr. Yaras 
also appearing! 

Mr. CuxHING. No, Sir. 
Chairman MAcMUBBAY. You alone appear on behalf of the 

: tanners! 
Mr. CuxHING. Yes, Sir. 
Chairman MAcMtmRAY. Thank you. 
(Here follow the stenciled briefs submitted by the representatives 

of American tanners,1 and the Tanners' Council of America.1 ) 

On behalf of the Buntal Hat Weavers' Association, we have here 
the Honorable Antonio Villarama.. 

STATEMENT OF THE HONORABLE ANTONIO VILLA
RAMA, REPRESENTING THE BUNTAL HAT WEAVERS' 
ASSOCIATION . 

Mr. VILLARAMA. Mr. Chairma.n and Members of the Committee
Chairman MAcMUImAY. Might I a.sk, Mr. Villarama, are you your

self representing any portion of the bunta.l-hat industry' 
Mr. VU.J.ARAMA. Yes, Sir. 
<.-1lairman MAcMUImAY. And you yourself, are you a member of 

any firm! 
Mr. VILLARAMA. I am representing the Hat Weavers' Association. 

_ {"'hairman MAcMUImAY. Yes, but are you a member of any firm' 
, Mr. VlLLARAMA. No, I am not. Mr. Chairman and Members of the 

:Gommittee: ~ill211 of the National :tssembly is awaiting the signa-
ture of PreSIdent Roosevelt before Its enactment into law lind I 
understand that this b.ill will be approved or disapproved, de~ending 
upon the report of thIS honorable body. It is, therefore incumbent 
upon me, if I can, to convince this Committee to reco~end its ap-

• See voL IlL 
82709-38-voL 2--33 
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proval. The prohibition of the exportation of buntal fibers embodied 
in that law--:in that bill rather-will redound to the benefit of a por
tion of the Philippine Islands. It will raise the priceS of fibers, hence 
that of hats, and hat-weavirig will become a gainful pursuit. Many 
people will engage in it as in previous years. Better hats will be made. 
in the Pliilippines. n will relieve the Government partially of its' , 
unemployment problem. ItAvill further the industrialization of raw 
materials without GoverniPent capitalization. Eventually, buntal 
hat-weaving-and other by-products of buntal fibers will.~ given all 
the encouragement and probably no less than half a million people 
will be benefited. The beauty of the hat-weaving industry'is that' 
it might be taken as a side occupation. Children of school age may 
be able to help their parents or support theniselves while in school. 
It may be mentioned, in this connection, that the National Assem

bly at its last session, by a message of His Excellency the President 
of the Philippines, passed that bill almost unanimously. It was not -
the first time, however, that similar attempts had been made. Even 
during the time of Governor Wood a similar bill was approved by . 
the Philippine Legislature, but it was vetoed on the ground that it : 
would discourage trade as it prohibits exportation. In later yearS, 
in 1929, a similar bill was approved, but it was again vetoed for aI-: 
most the same reason, and on the strength of the recommendation of'-' 
the Bureau of Commerce, because they contended that it would bene
fit only that portion where buntal fiber is being utilized for hats. 
Curiously enough, at the present time, all exporters of buntal hats 
and the Government entities I have mentioned and also a bigger por
tion of those engaged in stripping off the fibers, are in favor of the 
prohibition. Hence, I think this Committee will be rendering a 
signal service to the Philippines should it find it reasonable to rec
ommend its approval to the President. 

Chairman ~fAcMURRAY. Are there any questions! 
~fr. WARING. ~. Chairman. 
Chairman ~fAcMURRAY. ~. Waring. 
Mr. WARING. Mr. Villarama, I would like to ask whether or not 

buntal fiber can be produced elsewhere, whether it can be grown in ; 
China, for example. If it cannot be grown in China, can China 
obtain buntal fiber from other sources! 
~. VU1,ARAMA. I am grateful for that question, ~fr. Waring, be

cause I forgot to touch on that, and precisely that is a very strong 
point, I think, in favor of the prohibition. There have been several 
attempts already made by the Chinese to introduce these palms in 
their own country, and a few have tried even in Java, in Sumatra, 
to grow the palms; but they did not succeed in producing the buntal 
fibers. The palms, of course, grew as they are growing here in the 
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Philippines, but there was no success in growing the palms that 
produced the buntal fibers as we prodllce them here in the Philip
pines. 

Mr. WAllING. What was the reason fo~·"their failure' 
• Mr. VILLA.RAMA. It is explained by scientiS!S that the Philippine 
• climate is especially suited for the raising of the kind of palms that 

produce buntal fibers; so that we may sltt that it is the monopoly of 
the Philippines. 

lIr. W ARlNG. And you feel that if you prohibited the export of the 
fiber it.would still remain a monopoly; that is, that efforts could not 
or would not be made to produce it elsewhere' 

Mr. VUJ.ARAMA I have the opinion of the Director of the Bureau 
of Plant Industry on that point. 

lIr. WAllING. One other question. In your remarks which you 
addressed to the Committee just a few minutes ago, you suggested 
that the prohibition of the exportation of the fiber would operate 
eventually to increase its price. How do you feel that would happen! 

t Mr. VILLABAHA. At present the price of hats has gone so low that 
~.; }tobody engages in that trade, because the market is practically con
. ttolled by the Chinese, who are shipping these fibers to China where 

· :tabor is cheap; and, consequently, we cannot compete. 
~ Mr. WAllING. Do you feel that if the export of fiber were pro

hibited, production of hats in the Islands would be sufficient to 
utilize all the fiber that is now produced ¥ 

lIr. VILLA.RA1IU .. That is what we honestly believe. As it id now, 
it is not a gainful pursuifi-the weaving of hats. Once the competi
tion of China is eliminated, we honestly believe that that will be 
attained.. 

lIr. WARING. One final question.. If the producers or weavers of 
hats in China cannot obtain buntal fiber, do you think it would be 
possible for them to obtain some other similar type of fiber which 
would allow them to produce cheap hats and compete with the 

• Philippine product I 
lIr. VILLARAMA. There is no chance for that because, as I told 

-.. you, the opinion of the Director of Plant Industry is that the climate 
here is specific for this kind of palm; the Chinese have tried to 
i!Ditate the fiber with fibers extracted from different plants, but they 

. nave failed. 
Mr. DORFMAN. What fraction of the total cost of making hats IS 

represented by the cost of the fiber I 
lIr. VILLARAHA. I would give an answer to that question in this 

faslllon: That for each hat the raw material costs at present 45 
centavos. It takes around four days to finish a hat, and it sells from 
PI to Pl.15, so that the practical gain to the weaver is from 5 to 15 
centavos, something like that. 
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Jl,Ir. DORFMAN. For how many days' work' 
Jl,Ir. VU,J.ARAMA Four days. 
Mr. DORFMAN. That would be about 15 or 20 centavos a dayl 
Mr. VILLARAMA. Sometimes a poor kind of hat is made to sell for 

less, then the earning ~f the weaver runs from 5 to 15 centavos and 
sometimes 20 centavos. 

Mr. DORFMAN. If those fipers are shipped to China and hats are· 
made there, the value of the-material would still be 45 centavos. 

Mr. VILLARAMA. That is the estimate. 
Mr. DORFMAN. And the labor, instead of being 55 cents would be 

what 1 
Mr. VU,y,ARAMA I do not have any figure on that. With respect 

to Chinese labor they say it is cheaper, but there is one point that 
is worth mentioning in this connection, and that is that labor here 
is more expensive than that of China, and that is the very reason 
why the weavers are running away from the hat industry. They 
cannot maintain themselves on 5 centavos a day. I mention that 5-
centavo wage to emphasize the fact that the weaver cannot live 
on that. 

Jl,Ir. DORFMAN. Do I understand you correctly, that the weaverS· 
get 5 centavos a day, or do they get 5 centavos for each hat they_ 
make' 

Mr. VU,y.ARAMA. That is the average, from 5 to 15 centavos a day. 
Mr. DORFMAN. What would you expect a hat-weaver in China to 

get! 
Mr. VILLARAMA. I do not have any idea of what they get there. 
Jl,Ir. DORFMAN. I was just trying to calculate the dllference in 

wages that would have to prevail in order to place the Filipino weav
ers on a competitive basis with the Chinese weavers, in view of the 
fact that there is a duty of 20 or 25 percent on the hats entering the 
United States. 

Jl,Ir. VU,y.ARAMA. Precisely, that was the thing I was trying to em
phasize, that the 5-centavo wage of the Filipino will naturally drive 
him away from the business, and abandon the trade. That is the 
reason why the hat-weaving industry is practically dead at the pres
ent time. A Filipino cannot subsist on 5 centavos a day, especially 
if that is the only occupation that he has. 

Mr. YULO. Doctor, am I correct in my understanding that the rea-· 
son why Philippine hats are being sold at n to n.15 is because 
we have to compete with the Chinese articles' 

Jl,Ir. VU,y,ARAMA. That is true. 
Mr. YULO. If there were no competition, you could sell them for 

more than that price' 
Jl,Ir. VILLARAMA. That is my understanding. 
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Mr. Yuw. Therefore the price of hats here is due to the fact 
that the price of Chinese hats is around that figure, and the 15-
centavo wage that the hat-weaver earns is equivalent to what the 
Chinese get. 

Mr. VILLARAHA. Yes, that is true. 
Mr. RoBBINS. Do you have any fear of possible reprisals in China 

. in case you place an embargo on the export of this raw material on 
which they are dependent to carry the industry they have established 
there now' 

Mr. VILLARAMA. I am not aware of any industry or business in 
China that might have reprisal against the Philippines, but I do 
think that the Philippine Government should try to have all the 
benefits that could be derived from a raw material that is by nature 
this country's monopoly. 

Mr. RoBBINS. And do you believe that as a general principle all 
raw materials produced in the Philippines should be manufactured 
in the Philippines' 

Mr. VILLARAMA. It seems to me that the modern trend now is this: 
That manufacture should be established near the source of the raw 

. material so that it will benefit not only the people that are preparing 
the raw materials but in a large measure will benefit the whole 
people, once that raw material is industrialized. 

Mr. RoBBINS. It occurs to me that, since China has an established 
industry of hat-weaving which is dependent on this raw material, it 
might not welcome an action by the Philippine Government which 
would destroy the industry and that you might have an interest in 
obtaining material from China for some of your manufactures, or 
at least in seeking & market in China for some of your products, and 
that consequently reprisals might result. 

Mr. VILLARAMA. That is really a very good point,but I think & 

people should look first after its own welfare, instead of thinking 
of any possibility of reprisal from abroad. 

Mr. RoBBINS. Do the producers of the buntal fiber favor this 
embargo against its exportation' 

Mr. VILLARAMA. That is the statistics given me by the Bureau of 
Commerce. Director BaImaceda of that Bureau did not content him
self only with writing the people producing buntal fiber, but he went 
personally to talk to them j and there was complete unanimity on the 
embargo of the buntal fiber. 

Mr. RoBBINS. Do those producers realize that it would cause an 
immediate loss of an existing market' . 

Mr. VILLARAMA. That is a very good question, Mr. Robbins, and I 
might answer by saying that at present we have a law appropriating 
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half a million pesos to buyout all the possible 'excess of fiber, should 
this law come into effect. So that objection, 1 think, is obviated. 

Mr. RoBBINS. That is, the buntal-fiber producers have the assur
ance of a government subsidy which might tide them over. 

Mr. VILLARAMA. At present we have one-half million pesos. 
. Mr. RoBBINs. Do you believe that if you place an embargo on the 
fiber the Philippine weavers. will produce as many hats as are now , 
being produced in China' 

Mr. VII,I,ARAYA. There is no question about that. 
Mr. RoBBINS. If there is no question about that, that the supply 

of hats on foreign markets will not decrease, how do you expect· to 
get an increased price' 
~. VILLARAMA. No, because of the apparent cheap labor in China. 
Mr. RoBBINS. But is it not the law of demand and supply that 

determines the price' 
Mr. VILLARAMA. At present, really, the Filipinos cannot compete 

with Chinese laborers because it is cheap, as I have answered a 
question of Mr. Dorfman. 

Mr. ROBBINS. My point is thi~perhaps you do not understand
that unless you decrease the supply, the number of hats exported to . 
the various countries of the world, the demand remains the same and 
it would be impossible for those hats to command an increased price, 
would it not' 

Mr. Vn,I,ARAMA. Theoretically speaking, that is the result. But 1 
suppose, once the competition is removed, we have a constant source 
of demand-the demand is constant--and it is only a question of giv
ing that supply to the Filipinos so that we would be able to have 
better wages. At present, as 1 said in my short remarks, the hat 
industry is practically dead. 

Mr. ROBBINS. Well, so far aswe know, supply and demand deter
mirle price. Therefore, you would have to expect to reduce the sup
ply of the total buntal hats somewhat before you could get an in
creased price. 

Mr. VILLARAMA. There might be a reduction, but certainly we will 
have better hats, and therefore We will have more money coming 
from that. 

Mr. RoBBINS. Now, if you do decrease the supply in order to re
cover better prices, that would mean a restricted market for buntal 
fiber, would it not' 

Mr. Vn.I,ARAMA. 1 do not share that view. 
Mr. ROBBINS. There would not be as many hats made. 
Mr. Vn,I,ARAMA. There will not be as many hats made probably 

because the prices will be increased, if we go by the demand and sup
ply. But may 1 call your attention to the figure for 1928--1 think 
the Committee has been supplied with this data-we exported 1,239,-
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629 hats at a value 01 ¥'6,499,406. But in the subsequent years, for 
example, in the year 1929, we had a decreased export in the number 
of hats amounting to 871,000 only, representing a value of 'P'4,OOO,000. 

Mr. RoBBDrS. Now, let us carry the discussion just one point fur
ther. You hope, by placing an embargo on the export to acquire the 
manufacturing industry for the Philippines, to transfer it from 
China where it is now. And it would seem self-evident that in order 
to get an increased price for hats you would have to decrease the 
supply on the market, and hence the supply manufactured. Now, 
if you should carry that program through and decrease the amount 
of hats produced from buntal fiber, it would mean, would it not, that 
the producers of buntal fiber would find that the supply of their 
material was larger in proportion to the demand than it had been 
before, and hence if, in the case of buntal fiber, the relation of supply 
and demand determines the price, as it does in other fibers, the fiber
producers would receive less unless they could decrease their produc
tion' 

Mr. VILLARAHA. But when that point is arrived at, I feel that the 
Government will step in to classify the fibers satisfactorily both to 
the hat-weavers and to the producers. I imagine the same way is 
being done in the United States, the limitation of the products. That 
is, I think, one of the modern trends that the Government is now 
taking into account. 

Mr. RoBBDrS. Well, would not the Government, in order to sustain 
the income of the producers of buntal fibers under that program, be 
obliged to subsidize them, not only for a certain and temporary loss 
in the demand, but also for the future' 

Mr. Vn .r.AR4 MA. That is precisely the case. 
lIr. ROBBDrS. Do you believe that the weaving industry, with the 

wages that you mentioned, which are so far below the average for 
other industries, is the most appropriate form of employment to en
courage by government subsidy in the Philippines' 

Mr. Vn.T.ARAMA. So far as the hat industry is concerned, provided 
that I am anticipating a favorable recommendation on the part of 
the Committee, provided that this bill is passed, and provided, fur
ther, that by the policy so adopted by the Philippine Government in 

. advancing already one-half million pesos, I think that the industry 
in the long run will prosper to the benefit of both the fiber-strippers 
and the hat-weavers. 

Mr. ROBBIlI'S. That is all, Mr. Chairman. 
Mr. BENITEZ. Just to bring out one point, Dr. Villarama, is it not 

true that buntal fiber grows on palms that are wild' 
Mr. Vn.r.ARAMA. Practically, but they are cultivated. 
Mr. BENITEZ. Do you know if there are palm plantations! 
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Mr. VILLARAJrIA. Yes, I have here a pamphlet dealing with that: 
"The Buntal Fiber in the Philippines", "How the Fiber is Produced", 
and all that. But it needs plenty of care before the fiber is pro
duced. And not only that. It seems that Tayabas Province is es
pecially appropriate for this industry. Not a few years ago, in 
Bulacan and in Nueva Ecija, buri palms were planted; but they did 
not produce the soft, flexible fiber that is being produced in Tayabas. 
It seems that iE J~ nature's gift to the Province of Tayabas. 

:Mr. DoRFMAN. In replying to :Mr. Yulo's question, did you mean to 
imply that the reason Philippine hats sell at their present prices is 
because the price for them is determined by the cost of sending fiber 
to China, having the hats made there, sending them to the United 
States, and paying the duty there! Is that the thought! 

Mr. VU.I.ARAMA. Yes, Sir. 
Mr. DORFMAN. I have heard it said that one of the principal rea

sons for having hats made in China rather than in the Philippines 
is that it is less difficult to have the Chinese copy particular pat
terns than to have the same thing accomplished here. There is a 
tendency for the weavers here to turn out a few types, and they 
do not readily change these types; whereas the Chinese will change 
from season to season, depending on the requirements of the importer. 
Is there any truth in that! 

Mr. VU.I.ARAMA. There was some truth in that, but I think the 
Filipino weavers will profit by their lesson. I think the Filipino 
people, as a rule, will also try to take advantage of this downward 
trend of the market, and they will try to keep up what they shall 
have gained with the approval of this bill no. 211. 

Mr. DORFMAN. Do you think there is any likelihood that the Ameri
can importers would become discouraged waiting for the weavers 
here to turn out the particular patterns or shapes they wanted! 
If they discontinued using buntal hats in large quantities, you would 
be out of the export of the fiber, and gain little, if anything, in the 
export of hats. 

Mr. VILLARAMA. In that connection, Mr. Dorfman, I assure you 
that the weavers will not be too strong-headed to listen to sugges
tions, and for the information of the Committee, I may say that at 
present there is an organization already and, precisely, this is one· 
of them, to coordinate the weaving industry in the sense that it 
follows what is demanded of it as governed by world style and 
fashion. 

Mr. DORFMAN. The hats now, you say, sell for about PI.15 each. 
Mr. VlLLARAMA. Yes, Sir. 
Mr. DORFMAN. In order to give the workers the wages they hope .. 

for, what do you think the price of the hat should be! 
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Mr. VJLLARAIIA. At least P3. 
Mr. DOJlFllAN. Now, let us say for the sake of argument, that 

all the buntal hats now imported into the United States are made 
in the Philippines, and that you sell them at Pl.15, which I under
stand is roughly the price at which the United States now buys 
them, whether from the Philippines or from China. If you should 
just about double the price for your hats, do you think that the 
importers iIi the aggregate would order precisely the same number 
of hats' 

Mr. VJLLARAHA. Wait a minute. I am computing only that figure. 
In the banner year of 1928, there were exported from China 168,806 
kilos, representing 1,688,060· hats~ And if the price, you said, 
doubled--

Mr. DORFHAN. Well, I was taking your figure. You suggested 
that about P3 would be right in order to give the workers the 
wages-

Mr. VJLLARAHA.. I think that is reasonable. 
Mr. DORFHAN. The question I asked was: Let us assume, for the 

sake of argument, that the hats which the United States now buys 
either from China or from the Philippines-hats made from buntal 
fiber-a.ll come from the Philippines and are sold in the United 
States at Pl.15, which you told me is about the average price. Now, 
if the Philippines, by virtue of this monopoly in fiber, which you told 
me the Islands have, raises the price to ~ through some govern
ment organization, that is, roughly, doubles the pnce, WOUlQ you 
expect the importers in the United States who are now buying these 
hats to continue to buy the same number of hats, or would they buy 
fewer hats! 

Mr. VII.I.ARAMA. Precisely, I was going to that figure, because in 
that banner year the price of hats was not P3 but PS, and still there 
were 1,239,000 hats exported to the United States. 

Mr. DORFMAN. Let us consider the situation existing today, and 
not what it was in years past. Let us say, the Philippines are now 
selling all the hats of this variety which the United States now buys 
at the price which it is now paying, roughly, M.1S. Then, you sug
gest that to bring about a proper wage rate you would have to force 
the price of the hats up to say ~. Would you be able to sell as 
many hats at ~ as are now being sold in the United States at PUS! 

Mr. VII.LARAMA. I think so. 
Mr. DORFMAN. Well, is not that an unusual situation! Do you 

know of any other commodity for which there is a demand like that! 
Mr. VILLARAHA. Because the industry started to sell at PS, sel

dom less than P4, during the previous years, and it is only this year 
that the price is PUS j so it is just a question of going back to the 
normal price. 
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Mr. DORFMAN. Well, it may be very hard to g~ back to what you 
regard as the normal price. You may have to be satisfied to get what 
will continue to be subnormal prices. Do you feel that the price 
you charge for the hats does not have anything to do with the number 
of hats you can sell at that price ¥ ' 

Mr. VILLARAMA. 1 do not feel that. 
Mr. DORFMAN. That is, if you sell the hats for~'P'lOO each, you 

could still sell the same number of hats ~ .. 
Mr. VILLARAMA. No, that is too much already. Of course, 1 might 

tell you that formerly, in the beginning of the American occupa
tion here, there were hats that used to sell for as much as "'500, 
buntal hats. 

Mi. DORFMAN. Well, you are still looking back. 
Mr. VILLARAMA. But 1 am looking back only to the time when it 

was not exactly a prosperous year, but it was a year sufficient to make 
a little margin of profit from the product of the toil of the weaver. 
And 1 think when 1 said that it is just going back to· the normal 
price, that that is the most natural thing for me to say. But ",100; 
certainly that is a prohibitive price. 

Hr. DORFMAN. Well, let us not put a prohibitive price on it. Let 
us get a reasonable price. If the price were t"20, would you sell just 
as many as at ",1.15? 

Mr. VILLARAMA. Certainly not. 
Mr. DORFMAN. Would you sell as many at ",5' 
Mr. VILLARAMA. 1 would like to inform Mr. Dorfman that to 

finish a 20-peso hat would require at least, at the present rate of 
speed and dexterity of the weaver, it would require at least two 
weeks to finish. 

Mr. DORFMAN.-l am thinking .of the same quality hat and only 
varying the price. 

Mr. VlI-LARAMA. In the first place, Mr. Dorfman, it has never 
reached the price of t"2O-the ordinary hat. I am talking only of 
the ordinary hat. 
:. Mr. DORFMAN. Well, let us take a price which you say they have 
reached, ",5. 

Mr. VILLARAMA. Yes, ",5. 
Mr. DORFMAN. Would you sell as many hats at ",5 as you now 

sell at ",1.15 9 
Mr. VILLARAMA. Well, market conditions, Mr. Dorfman, are gov

erned by several factors. If the country into which that hat is 
imported is prosperous, why, certainly it will buy; the country will 
buy. 

Mr. DORFMAN. We are not concerned with whether they would buy 
or not, but whether they would buy as many at ",5 as they buy at 
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Pl.15, or as many -at PS as they buy at ¥l..15. Is it not likely that 
the United States would buy less at ¥3 than at P1.15 , 

Mr. VILLAIlAHA. But whether one will buy one kind of hat or 
another will depend upon his fancy at the time, and I cannot answer 
that concretely because it depends upon the taste of the individual. 
As our hats, I ~ command the admiration of those who have 
seen them, IJh~ that they will sell just the same. 

Mr. DOBFlllAll'. At PS, would not the hat command the admiration 
of more people than atJ"5' 

Mr. VILLAllAHA. Well, when I say the admiration of the people 
I mean to say its make and flexibility, and, certainly, individual 
women will buy a hat of that type regardless of its price. 

Mr. DOBFlllAN. You say women will buy the hats! 
Mr. VILLARAHA. Yes, women-there are women buying these hats. 
Mr. DORFMAN. Regardless of price' 
Mr. VILLAIlAMA. Women and men at the same time buy hats regard

less of the price, provided that they can satisfy their whims, fancy, 
or vanity. 

Mr. RoMERO. Mr. Chairman. 
Chairman MAcMURRAY. Mr. Romero. 
Mr. RoMERO. When I was in the States I heard it from what I 

thought was pretty good authority that the hat market is principally 
a matter of style, and that, for instance, in the case of buntal hats, 
after the dealer had rimmed the hat and put on a few decorations 
and all that, the price of the hat was several times more than the 
price of the buntal. Do you know if that is true! 

Mr. VILLAIlAMA. That is true. I may inform you that when the 
tourists come here the hats that used to cost ¥5 can readily sell at 
1"25 or even ¥SO. 

Mr. RoMERO. If such is the case, is it not true that there may be 
a considerable increase in the price of the hats without necessarily 
reducing the number of the hats which are sold in the United States 
market! 

Mr. VU,T,ARAM&. That is what I believe. 
Mr. RoMERO. Whatever may be the economic theory entering the 

case, is it not a fact that before the Chinese began weaving hats, you 
had a thriving buntal-hat industry in these Islands! . 

Mr. VILLAIlAMA. That is true. 
Mr. RoMERO. And that the Chinese competition practically wiped 

out the industry' 
Mr. VILLAIlAMA. That is true; that is our belief. 
Mr. BENITEZ. I just want to clarify one point, Mr. Villarama. Mr. 

Robbins' questions created the impression that with the prohibition 
of the exportation of buntal to China the buntal-fiber producers 
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would be greatly affected. Is it not true that buntal-fiber production 
is only a side issue engaged in by people who own coconut plantations 
or who are engaged in some other activity mainly, and that they only 
produce buntal whenever the~ is a demand for it j that most of 
the buntal palms are really wild j and that it is only within the last 
few years that buntal palms, called "burl" palms, have been planted' 
Is that true' . 

Mr. VU,T,ARAMA. Yes, that is true. 
:Mr. ROBBIN!f.Could you tell us approximately how many hats of 

l>untal fiber are sold each year, say in 1936, including those produced 
in China' 

:Mr. V ILLARAMA. Produced in China, 1,580,619;. Philippines, 623,615. 
Mr. ROBBINS. What proportion of those-I do not believe your 

brief indicated the quantity of women's hats sold. 
:Mr. VILLARAMA. That is the weakest part there is in our brief. 

They did not classify according to the-
Mr. RoBBINS. In your opinion, what percentage would be women's 

hats' 
Mr. VU,T,ARAMA. Probably one third. 
Mr. RoBBINS. Two thirds are men's hats! 
:Mr. V ILLARAMA. Yes. 
Mr. RoBBINs. In general, to what class or group of customers are 

these men's hats sold-to unskilled workmen, skilled workmen, pro
fessional people, or to whom' 

Mr. VU,T,ARAMA. To the middle-class people. 
Mr. RoBBINS. Then, since the quantity' is so small and the market 

is so large, the customers must look out for many competing kinds of 
hats' 

Mr. VILLARA.MA. That is true, but I may mention in that connec
tion that it is not only the United States that is importing hats from 
the Philippines. Paris and London are importers of Philippine hats. 

Mr. RoBBINS. But do you not think that there is a possibility that 
if you double or treble the price of buntal hats, these other hats, 
which must be supplied in great preponderance to that market, would 
be preferred on account of their greater cheapness! 

?tIr~ VILLARA.MA. I do not think so, because, as I say, if we increase 
the present price, as was suggested, to P'3, I said that it would be 
just going back to the normal price. 

Mr. WAllING. These questions have raised one or two in my mind. 
Did I understand you to say, :Mr. Villarama, that only one third of 
the hats produced were women's hats' 

:Mr. VU,T,ARAMA. That is my rough estimate, I am not sure of that. 
Mr. WAllING. I was under the impression that the percentage was 

very much larger, as much as 70 or 80 percent. 
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Mr. VILLABAlrIA.·r ga.ve that information, but I am not sure 
whether it is one third or one half, as I said. Probably that one 
third will be true in the Philippines because there are few women 
who are using hats here in the Philippines. 

Mr. W AKINO. From my own knowledge, in the United States 
there are very few buntal hats worn by men, but a large proportion 
of the hats are worn by women. If that is true, then, it would 
also be true, would it not, that the matter of fashion or style plays 
a very important part in both the number of hats that are sold and 
the price at which they can be sold' 

Mr. VILLAJlAHA. Probably that is true. 
Mr. W AlIINO. And that whether your cost of production here is 

Pl.lS, or whether it is P3, the quantity that you would sell would 
depend pretty largely upon the style factor in the United States
upon the demand for those hats at that particular time! You might 
conceivably be able to sell more hats in one year at P3, if they were 
in style and in large demand, than in the next year when the price 
is Pl.lS, for instance. Consequently, the demand in the United 
States is the factor which governs largely the quantity and the price 
of the hats, is that true' 

Mr. VU,I,ABAMA. Probably, yes. 
Chairman MAcMUlUlAY. Are there any further questions! (No 

response.) If there are no further questions, we will excuse Mr. 
Villarama. Thank you very much, Mr. Villarama. 

(Here follow the stenciled brief of the Buntal Hat Weavers' Asso
ciation and accompanying memorandum from the Director of Com
merce to the Secretary of Agriculture and Commerce, and stenciled 
memorial of the Municipal Council of Lucban.1

) 

The next session will be held at 9 o'clock a. m. on Monday, the 20th, 
for the hearing of the Manila Chamber of Commerce, the American 
Chamber of Commerce of the Philippines, and the Philippine
American Trade Association. 

(Thereupon, at 5 :05 p. m., an adjournment was taken until Monday, 
September 20, 1937, at 9 o'clock a. m.) 

• See vol. m 



PROCEEDINGS OF SEPTEMBER 20, 1937 
MORNING SESSION 

SENATE CHAMBER, LEoISLATIVE BUILDING, 
MANILA, PHILIPPINE ISLANDS, 

Monday, September !to, 1937. 

The hearing before the Joint Preparatory Conunittee on Philippine 
Affairs was resumed at 9 o'clock in the morning. 

Pre8ent: 
The Honorable J. V. A. MAcMURRAY, Ohairman,· 

.. The Honorable JosE YULO, Vice Ohairman,. 
Mr. JOSEPH E. JACOBS, Vice Ohairman,. 
Mr. CONRADO BENITEZ; 
Mr. LOUIS DOMERATZKYj 
Mr. BEN D. DORFMAN; 
Mr. JOAQUIN M. ELIZALDE; 
Colonel DONALD C. McDONALD; 
The Honorable QUINTIN P ARmES; 
Mr. CARL B. ROBBINS; 
The Honorable JosE E. ROMERO; 
The Honorable MANUEL L. ROXAS; and 
Mr. FRANK A. WARING. 

Chairman lfAcMunRAY. We open our hearings this morning with 
supplementary comment upon briefs presented for the Manila Cham
ber of Commerce by Mr. Thomas Harrington, the Chamber of Com
merce of the Philippine Islands by Mr. Vicente Madrigal and Mr. 
Arsenio Luz, and the American Chamber of Commerce of the Philip
pines by Messrs P. A. Meyer, S. F. Gaches, and Ewald E. Selph. 
Mr. Harrington. 

STATEMENT OF MR. THOMAS HARRINGTON, OF THE 
MANILA CHAMBER OF COMMERCE 

Mr. HARRINGTON. The Manila Chamber of Commerce has no sup
plementary statement to make, as our brief 1 was intended to be in-

• See voL III. . 
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elusive. We had the idea, when my ~me was put forward to rep
resent the chamber today, that queStions might be asked-a.nd my 
name was not withdrawn-but the only thing that I can say is that 
since the brief was drawn up, further inquiries and comparisons with 
other briefS have emphasized what we have already written. 

lIr. DOMERATZKY. On page 8 of your brief you stated "a decrease 
of 66 percent in total exports is a moderate estimate of the effect of 
abolishing mutual free trade between the United States and the 
Philippines". May I ask you whether in making your estimate you 
included the mineral products' 

Mr. l!AmuNoTON. We did not deal with that specifically; we 
simply took the total export and deducted from it the amount of pro
duction that probably would disappear from the export list. 

lIr. DOMERATZKY. I was thinking that perhaps the effect on min
eral products or mineral exports might' not be as strong as in the 
case of some agricultural products, and I was wondering what the 
basis of your estimate---

Mr. lUmuNOTON. The basis simply was the figure for last year 
and the quantity that would disappear from the list in a few years' 
time. Of course, there may be a counterbalancing increase, not only 
an increase in minerals, for instance, but in other activities that may 
be developed by that time, but we cannot foresee that. Even in the 
matter of gold, you could not tell how that would continue. I 
thought there were some figures, but I did not seem to be able to 
lay my hands on them. We took the figures on exports to the 
United States last yeal'-6ugar, hemp, coconut oil, copra, embroidery, 
desiccated coconut, tobacco products, timber and lumber, cordage, and 
so forth-a.nd we recorded the estimate of the percentage of produc
tion, taking the total amount of production at 'M.65,OOO,OOO. Take 
'M.65,OOO,OOO from last year's exports and that represents a total, 
roughly speaking, of 79 percent or more. 

Mr. DOlllERATZKY. Well, I notice that in the list of articles here 
enumerated mineral products were not included. 

Mr. llimuNGTON. No. We simply compared the decrease with'" 
the total export. I did not figure on whether there would be an in
crease to counterbalance the decrease. We assume that hemp-and 
copra would not be affected, and also in the case of timber"Und 
lumber we assume that they would not be affected. The total pro
duction, as I said, was 'P'165,OOO,OOO, without any reference to min
erals or other items not mentioned. 

Mr. WAllING. Mr. Harrington, on page 12 of your brief you spoke 
of the difficulty of transferring from the sugar group to other types 
of products, and you mentioned the fact that agriculturists are loath 
to give up a remunerative crop for an experimental one. 
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Mr. IlAmuNGTON. Yes. 
Mr. WARING. If free trade should be continued for a considerable 

length of time as, I believe, you advocated in your brief, what in
centive do you think there would be to make this transfer from a 
crop which would undoubtedly continue to be remunerative for the 
entire period that free trade existed! 

Mr. IlAmuNGTON. I think there are possibly two influences that 
might bear on the matter: one, the influence of the Government; 
which can be foreseen; and second, the opening up of further lands 
for cultivation. Actually, according to statistical review, there are'
in addition to 7 major crops, about 33 other crops mentioned as 
opened for production in recent years, and on the whole there is a 
slight increase-not a very great increase-but evidently they are 
working to produce as many other extra crops as they can. 

Mr. WARING. But do you believe that those who are now producing 
sugar, if trade conditions continue as they are, would be apt to vol
untarily make the transfer from sugar to other products! 

Mr. IlAmuNGTON. If sugar were limited they would probably 
make the transfer, because they could not sell their sugar. and if 
they found they could not sell sugar, they probably would not go on 
planting it. If they have no export market, they must do something 
else. 

Mr. WARING. My point, however, is that during such a long period 
of free trade, as you advocate, sugar would not be limited as it is now. 

Mr. IlAmuNGTON. Yes. 
Mr. 'V ARING. And that, therefore, so long as the crop continues to 

be a profitable crop, the present planters would probably continue 
to produce the same amount which they are now producing, and 
therefore the adjustment would still be a difficult adjustment 10, 15, 
or 20 years from now. 

Mr. HABRINGTON. Undoubtedly it would be a difficult adjustment. 
?tIr. WARING. In other wor<is, it is postponing the evil day. 
Mr. IlAmuNGTON. The figures are too enormous. The 7 crops 

represent an investment of noo,ooo,OOO a year and the 33 crops 
around a few millions, so the change would be an enormous one. 
How far they can utilize the major crops on finding them no longer 
profitable, or change over to other crops, are the questions before 
these industries. Rubber and cotton might offer some possibilities III 
some foreign markets, but that is about all, I think. 

Mr. WARING. On page 15 in the brief, under your last recom
mendation, you suggest that these trade relations should continue as 
long as necessary. Do you have in mind that free trade or its equiv- . 
alent should continue after the Philippines becomes politically 
independent ¥ 

Mr. lIAmuNGTON. Yes. 
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Mr. W AJUlI'G. And that this should continue indefinitely' 
lIr.lLumnrGTON. Well, we did not want to propose anything definite, 

being an international chamber. We want to join with others. We 
do not pretend to know what the situation will be in the future. We 
do not pretend to know the political point of view of the situation; 
we only know the necessities of the Islands from an economic point of 
view, and so we place our recommendation in a vague way. Some-

\ one may suggest 20 or 25 years as the period in which the Islands 
could adjust themselves, but we do not want to touch on the political 

.' side at all, and we are not proposing a definite period. 
Air. W.&RING. The suggestion here is that this relationship should 

continue as long as necessary. Now, if no adjustment is made in the 
sugar-production or in other crops and if free trade continues as it 
is at present, would we not always find ourselves with the same prob
lem that we have today' 

lIr. lI.A.muNOTON. The day would come, undoubtedly, when there 
would have to be & settlement, but I think the wrench would be very 
much less if they had sufficient time and if they knew definitely that 
& certain thing was coming in the future. They could prepare for 
the break. The people are trying. Look at the figures-for alter
native crops that can be produced-the production figures are so 
small at present that it seems almost hopeless to believe they can 
develop them to a large degree ill the next few years. 

Mr. DOHEllATZKY. I have another question. On page 9 you point 
out that if they had not entered into a free-trade relationship with 
the Unlted States in 1909, the country now would be in a better posi
tion to withstand the economic changes, and so on.· Is it your as
sumption that, in the absence of free-trade relations with the United 
States, the Philippines could have developed a more self-sufficient 
economy' 

Mr. lIA.mnNOTON. Yes, the sugar industry would not have grown 
to the extent that it has; and not only that, the economic system 
would not have grown to the same extent. Take for instance, trans
portation, roads, and so forth. These would be more or less in a 
primitive condition. People, especially the labor population, would 
not be crowding Manila and other big centers. They would not have 
found work in all these developments; they would probably ·have 
remaint'd on their farms. That is what I mean. A simpler state 
would have been in existence. Without this development, people 
would have had less revenue and would be more content with simple, 
quiet living. 

Mr. DOHEBATZKY. Do you believe under those conditions that the 
agricultural population would have formed a larger population of 
the Islands' 

82709-88-voL 2-34 
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Mr. lIARRINGTON. Even now it forms a large proportion-it is 
very hard to say-as a matter of fact, the difference would not be 
enormous. So far, industry has not taken such an enormous pro
portion of th~ people. I cannot tell you exactly. 

Mr. DOMERATZKY. That is what I have in mind, that the industrial 
population is comparatively small and that the population is still 
predominantly agricultural, and I was just wondering where the 
difference would co~e in. You still have a large agricultural popu-'" 
lation, but yolt think with the absence of free trade with the United_ 
States that that pop.ulation would have been on a more self-sufficient 
basis¥ 

Mr. HAmuNGTON. Well, even in country districts there have been 
many amenities introduced-communications with neighboring towns. 
Then you must have schools and, perhaps, electric lights, medical 
attendance, and various other things that the people get accus
tomed to. If they had . not had the effects of the free-trade rela
tions, they would have been more contented without those things. 
They would have continued in the same way as their fathers had 
lived. Now that they have gotten used to these things, it is diflicult 
to take them away. 

Mr. DOMERATZKY. That brings up another question. You implied 
that the decrease in national revenue resulting from the cessation 
of free-trade relations with the United States would have a very 
unfavorable effect on administrative functions, including health, edu
cation, and so on. Is it not possible that some of those developments 
could be maintained even with a decreased revenue, by local effort, 
once people appreciate the value of education and health ¥ Could 
not they put forth their own efforts to maintain some of those 
conveniences , 

Mr. lLuuuNGTON. Well, maybe. I think that an official of the 
Philippine Government could answer that question better than I 
can. My reply would only be speculative. I presume every effort 
would be made in that direction, but even today, in Manila, the funds 
do not seem to be enough to meet all the educational requirements. 
If it is materially defective even locally, we find it very hard to make 
up for the lack of revenue. 

Mr. Rous. Mr. Harrington, referring to page 12 of your brief, 
which was the subject of questions asked by Mr. Waring, you state 
that the Filipino farmer would be disinclined to give up the pro
duction of a remunerative crop in which he is thoroughly well versed, 
and therefore the process of adjustment would not take place. Sup
pose the Filipino farmer were inclined to make the adjustment, and 
not only that, but suppose he received all the encouragement possible 
from the Government to do so, how long a time do you think he would 
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need in order that he may economically and profitably shift from 
these remunerative crops to other crops that do not depend on the 
American market for protection' 

Mr. 1IAmnN000N. If the shift is going to be for an equivalent 
amount, I estimate that it might take 40 or 50 years, or more. I do 
not see any prospect of developing other crops in a smaller number 
of years to the same extent that sugar, hemp, copra, and coconut 
oil have been developed. 

lIre Rous. You have been in the Philippine Islands for many years 
~and you know farming conditions here, Mr. Harrington. May I ask 
this question: Do you think that we could accomplish that process of 
adjustment. in 10 or 15 years' 

lIre IIAmnNGTON. Well, on a matter like that, involving technical 
knowledge, I do not know. In my opinion, it is very improbable. I 
do not think it should be so sudden. It is probable that in time there 
could be complete adjustment. 

lIre Rous. Is there anybody in the Philippines today who knows 
what crops he may produce in place of sugar or tobacco to substitute 
for these crops' 

Mr. HAllBINGTON. No; except the officials of the Bureau of Agri
culture. They might be able to form an opinion. 

Mr. Rous. Would you say that before any such shift could be 
undertaken it would be necessary for quite a long process of experi
mentation and investigation' 

Mr. lI.AJmnrOTON. Yes, Sir; definitely. 
Mr. RoXAS. On page 15 of your brief, the last paragraph, you state 

that after 1946 trade relations should be continued for as long as nec
essary along present lines on a reciprocal basis, safeguarded, where
ever advisable, by quotas and other conditions. Would you explain 
a little what you mean by trade on a reciprocal basis between the 
Philippines and the United States! In what sense may they be 
reciprocal , 

Mr. lliIuuNOTON. Well, it has sometimes occurred to observers that 
perhaps in the United States it is not appreciated that American 
goods come in here free in a very considerable quantity, very nearly 
counterbalancing the Philippine goods that enter free into the United 
States, and so we have been at some pains to emphasize everywhere 
the reciprocal nature of any arrangement that could be entered into if 
American goods continued to come in here free. It is really a very 
big market, and it is a market that under favorable circumstances 
might increase considerably in proportion. 

lIre RoXAS. In other words, you would consider as a satisfactory 
basis for this arrangement a trade that would be reciprocal, not 
necessarily as to its volume but as to the benefits accruing to either 
country. 
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Mr. lUmuNGTON. Yes; that is going to a fine point. I do not 
know that we -have gone actually into that particular point. May I 
say that while we have a very strong feeling as to the necessity for . 
the continuance of free trade, we are now holding back in making 
definite suggestions because we realize that there are many other 
interests that can more properly speak on the point than we can. 
We have many American and Philippine firms in our chamber, in 
fact, among the members the most numerous are the Americans, and, 
as an international body, we felt all along in drafting this brief the 
necessity of avoiding anything that looked like interference. All we 
want to do is to come forward and give evidence of our opinion as to 
the disastrous eft'ect of the termination of free trade. That is what 
has been our main object in submitting our brief. We have not 
wanted to make any definite suggestions because we fancied that they 
might be misinterpreted. 

Mr. RoXMI. Have you made any estimate as to the eft'ect which 
the cessation of the free trade with the United States might have 
upon Government revenues! 

Mr. lI.A.muNGTON. No, Sir. I have some figures, but I never de
veloped them fully. Certain internal-revenue sales taxes and customs 
duties would dwindle. I figured them quite a few days ago, but I 
do not have them with me and I cannot recall. 

Mr. RoxAe. Thank you. 
Mr. W ABING. One more question, Mr. Harrington. On page 12 of 

your brief, you state that, in urging the retention of the free-trade 
relation, you wish to lay emphasis upon the fact that the relation 
is mutual and reciprocal. It is a mutual relationship in the sense 
that both countries extend free-trade privileges to the products of 
the other. I wondered if you intended also to convey in that l'emark 
that it was advantageous to both countries. 

Mr. lI.A.muNGTON. Yes, Sir; definitely. 
Mr. W ABING. I wonder about the terms upon which the products 

are purchased. In the case of sugar, it has been pointed out that 
the United States buys sugar from the Philippines at very much 
higher prices than those which prevail in the world at large. Pre
sumably, then, the United States would be able to purchase a similar 
amount of sugar in the world market at considerably lower prices 
than it now pays the Philippines. The amount of that premium 
varies in accordance with the fluctuations of the prices in the world 
and in the United States. But roughly the price premium amounts 
to about $40,000,000 a year. Now, since the amount of trade of 
the United States here is, again roughly, between $55,000,000 and 
$65.000,000 a year, the question arises whether, from the standpoint 
of the United States as a whole, it is advantageous to maintain a . 
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trade of, say, $60,000,000 a year by giving a price premium tor .one 
product of $40,000,000 a year. 

}lr. lIAJuuNGTON. Well, if that amount of $40,000,000 were per-
manently maintained, probably it might be argued that the benefits 
received by the United States trade here in the Philippines do not 
offset that amount; but of course one does not know about the fut~e. 
If for instance, Philippine sugar were wiped out and the Umted , . 
States went to buy sugar elsewhere, the price of sugar mIght go up, 
and the $40,000,000 might not be $40,000,000 but $30,000,000 or 
$25.000,000. 

Mr. W AIUNO. Even if it were only a premium of $25,000,000 as 
contrasted with a trade of $60,000,000, or even $75,000,000, one third 
is a rather high premium to pay. 

Mr. HARlIINGTON. Yes, on those figures it is a high premium. . I do 
not know what the profit would be to the American merchants if 
$25,000,000 is paid here. It is considerable. I do not know whether 
it would be as much as $25,000,000. 

lIr. W AllINO. I am not in any way suggesting that the trade is not 
advantageous to the American export trade finding a market here. 
That is obvious. But merely considering it from the American 
standpoint as 1& whole. 

Mr. HARRINGTON. Well, as I said, if the $40,000,000 total trade 
were maintained and American export trade is not increased, then it 
would be possible to follow up an argument along that line, that 
America was giving more than she was receiving; but if the market 
here could be considerably increased in the future and if the Philip
pine sugar exports do not increase, then it seems that in a few years' 
time the United States would get just as much out of the export trade 
here as the sugar-people here are getting out of their export trade 
to the United States. I do not know whether the American exports 
to the Philippines will really increase, but with the increase in popu
lation, and if the prosperity continues here, it seems that it is almost 
obvious that exports must go up. 

Mr. WARINO. Thank you very much. 
Mr. lIAlmniOTON. There is one thing I would like to refer to, and 

that is that there is always the question of trade in shipping; I 
mean that some of the $40,000,000, of course, represents trade by 
American ships, and transportation and insurance by American com
panies as well. That would disappear. 

Mr. RoBBINS. Mr. Harrington, on page 12 of your brief, you state 
that "the oriental agriculturalist, apart from being inherently con
servative, is disinclined to give up the production of a remunerative 
crop in which he is thoroughly well-versed for that of unknown com
modities the value of which is hypothetical and the market for whicri 
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may n~ver be developed to an equal degree". Would you confine that 
statement to oriental agriculturalists ¥ 

Mr. HARRINGTON. No, probably not. But we are dealing with the 
Orient and so we put it that way. 

:. Mn RoBBINs. I imagine any agriculturalist would be inclined tQ 
continue producing the most profitable crop as long as possible, 
would he not ¥ 

Mr. HARRINGTON. I think that probably the idea was that in 
America:, where- people are always more ready to experiment and to 
try out new things, the agriculturalist there would not be held back 
to the same degree by this lack of knowledge of the new crop which 
he is inclined to experiment with or to tryout; whereas people here, 
not having that same urge, would be much slower in taking up that 
crop. I think that is the idea. 

Mr. ROBBINS. The obvious implication of your statement is that 
it is almost too much to hope for voluntary adjustment from one 
crop to another in the absence of some pressure of economic necessity! 

Mr. HARRINGTON. Well, that pressure would probably come about 
from the mere limitation, for instance, of sugar-production. 

Mr. ROBBINS. That is, if a decrease in quota were imposed on 
sugar! 

Mr. HARRINGTON. Even without that decrease in the quota on 
sugar. I believe one year recently the Philippine production went 
up to 1,500,000 tons. It took two years to get rid of that accumula
tion. I believe sugar would have to go out of cultivation. Those 
who have lands, I presume,would try to cultivate something in its 
place. 

Mr. ROBBINS. Now, that substitution is apparently under the pres
sure of necessity because the market is limited by the quota, is it 
not! 

Mr. HARRINGTON. Yes, Sir. 
Mr. ROBBINS. I wonder-I thought that, perhaps, in responding 

to Mr. Roxas' questions you had reversed that basic position in your 
brief. 

Mr. HARRINGTON. We did not intend to. I do not quite under
stand the question. 

Mr. ROBBINS. I said I thought that, in answering Mr. Roxas' ques
tions, perhaps you were' reversing the fundamental position you had 
taken in your brief. 

Mr. HARRINGTON. I did not intend to do so. 
Mr. ROMERO. Mr. Harrington, will you explain further this idea 

suggested by you about the force of limitation in order to compel 
adjustment! Just what did you have in mind, maintaining the 
~roduction of sugar, for instance, at the present level ! 
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Mr. lIAmuNGTON. Well, I did not go into that particula.rly\ I 
simply assumed that, for the time being, the present level would be 
maintained and that even with the present level certain lands would 
have to be devoted to other crops. 

Mr. ROMERO. You did not have in mind the plan of gradually re-
ducing this quota' ~ 

Mr.llimuNGTON. No, I have no views on that subject at all. 
Mr. ROMERO. Supposing you were granted a certain period of free 

trade for adjustment, what would happen to the sugar industry at 
the end of that period, if there were no reduction of this quota! 

Mr. llimuNGTON. The Manila Chamber of Commerce actually did 
not intend to deal in detail with technical sugar questions. We are 
of the opinion that the problems of the sugar industry would largely 
disappear if free trade were established. The sugar industry would 
probably disappear, that is, the export trade of sugar, if free trade 
were abolished. 

Mr. RoMERO. So it would just be a case, as somebody has said, 
of postponing the evil day. 

Mr. lIABRINGTON. Yes, just postponing the evil day by giving us 
a. longer opportunity to make readjustment. 

Mr. RoMERO. What readjustment plan do you have in mind! 
Mr. HAmuNGTON. We do not have any particular plan. Our posi

tion is that conditions in these Islands will be so bad that the longer 
they can put 01f the abolition of free trade, the ·better for the 
Islands. If they can put it 01f indefinitely or for a long period of, 
say, 25, 30, or 40 years, or more, then the Filipino agriculturists 
might develop something that will meet this problem. It will be 
giving an opportunity for other crops to be developed. Some crops 
would be, of course, merely for food requirements for the people of 
the Islands; others could possibly be developed for export purposes, 
like rubber, cotton, and pineapples; but the quantities developed now 
are so small, of such small value, that it will obviously take many, 
many years for their development, perhaps 40 years. 

Mr. RoMERO. I am asking this question because it seems to me 
that it would be difficult for us to build a good case for the extension 
of free trade if we show that we only postpone our trials and tribu
lations. We must present a real program of adjustment for that 
period. 

Mr. IlA.muNGTON. Well, that is probably the thing to do. hy ex-' 
tension of time may be contingent upon certain efforts being made; 
and it would enable the people to liquidate a little bit. . 

Mr. RoMERO. So the proper thing to do then is to postpone the 
evil day' 

Mr. HARRINGTON. -res, it could be a period of saving, of buildin~ 
up reserves, of slowly reducing the amount of land that is devoted 

J" 
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to sugarcane, and of raising other crops that are likely to be worth 
cultivating..During that period the Philippine Government un
doubtedly would be encouraging the development, as fast as possible, 
of other crops. They are doing it now. 

Mr. ROMERO. Without such a plan, what incentive would there be 
for the producers of the principal export products to reduce their 
production, the market remaining favorable W 

Mr. IlAmuNGTON. The knowledge that it will come and that they 
will have to gO-Qut of business. 

Mr. ROMERO. Do they not know now that in 1946 that day is 
coming! 

Mr.lI.AmuNGTON. They knew that when the Independence Act was 
passed. 

Mr. RoMERO. They had 10 years from the enactment of the Inde
pendence Act. 

Mr. 1IAluuNGTON. Yes, and even now I believe the amount of 
sugarcane planted has been reduced. I think production has been 
reduced. 

Mr. ROMERO. Wasn't that reduction due to the pressure that was 
applied by the quota-limitation ¥ 

Mr. lLuuuNGTON. Yes, it was a step. 
Mr. RoMERO. If the purpose is simply to permit the liquidation of 

certain industries, do you not think the situation would be even 
more difficult at the end of the period of free trade, whatever that 
period may be, whether it be 10, 15, or 25 years ¥ 

Mr. lIAmuNGTON. Only if the authorities concerned failed to take 
steps to ameliorate the situation. 

Mr. ROMERO. Your position, then, is that something should be done 
by the authorities ¥ 

Mr. lIAmuNGTON. Yes, Sir. 
Mr. ROMERO. Do you have any particular plan in mind ¥ 
Mr. HARRINGTON. No, we have no particular plan to suggest, except 

the obvious one of trying to substitute crops. Suppose at the end of 
25 years, it is still realized that a terrific blow might have to be 
suffered by the Islands, nevertheless, by that time certain local in
dustries capable of supplying the Filipino population with the goods 
they require may have developed. At the present time the Filipinos 
depend for their income upon their exports. Also, they have been 
accustomed to importing a certain quantity of goods that they now 
look upon more or less as necessities either for their own living or 
for the development of industries in the way of machineries, and 
so forth. In 25 years they may have developed their industries to 
such an extent that they would be self-sufficient and would be able 
·to supply themselves. It is not merely a question of maintaining 
the export crops j it is also a question of developing the industries 
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of the Islands to such an extent that they .can help themselves and 
become a little more self-sufficient. At the present time the Filipino 
people are not self-sufficient. 

Mr. RoMERO. That is true enough; but the producers, for instance, 
of coconut oil, tobacco, and sugar would still be producing these 
products for exportation to the American market, would they not' 

Mr. HARRINGTON. During that period, so far as they could, yes. 
Mr. RoMERO. Would not the transition period be just as difficult 

or more difficult' 
Mr. HARRINGTON. It might be; but I think: it would not be for 

this reason: The amount of land under cultivation is continually 
increasing throughout the Islands; and at that rate of speed more 
land has to be cultivated, and that land can be devoted to something 
else. It could be devoted to crops that would either provide food
stu1l or find markets abroad. 

Mr. ROMERO. But whatever new crops you might produce, the 
situation would remain the same' 

Mr. lliRRINGTON. Admitting that it would not be a good situation, 
there is no solution that will not involve a certain amount of suffering 
for the Philippine Islands and Philippine economy. Any solution 
that would mean the end of free trade is bound to involve a certain 
amount of difficulty and su1lering, but the question is whether that 
su1lering is to be very serious or whether the blow is to be fatal; it 
is a question of being able to foresee the end and to guard against 
it, if su1licient time is allowed. 

:Mr. RoMERO. Do you not think that the Government might be 
able to do something more than just wait for the development of new 
crops' 

Mr. IIAmuNGTON. I do not know whether the Government has any 
plan or whether they have done anything that they can put forward. 

:Mr. Rous. Going back to the idea of reciprocity, :Mr. Harrington, 
and to the statement of the fact that sugQ,r alone receives a price 
premium in the United States amounting to about $40,000,000 a 
year, with the Buggestion that the United States, because of that 
price premium, is really financing Philippine purchasers of American 
products, does it not seem to you that that fact does not present the 
whole story, that there are incidents in the exportation of American 
products to the Philippines which have to be taken into considera
tion because of other services, like shipping, insurance, and so forth, 
and that if it were not for this trade American exports of certain 
(:ommodities would have to be curtailed, probably causing a dis
turbance in the industries that may be affected thereby W 

Mr. HARRINGTON. To whom W In the industries in the United 
States' 
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Mr. Rous. In the industries in the United States; and also the 
fact that the, Philippines is purchasing some of these commodities 
from sections or regions of the United States that could not market 
economically those products within the United States because of 
prohibitive· transportation charges through railroads and other
wise-I mention wheat flour, for example, from the Northwest, and 
so forth-and, therefore, despite this price premium, it might be ad
vantageous to the United States to maintain this market in order 
to preserve the- present arrangements in the United States regarding 
the export of these commodities to the Philippines. 

Mr. HARRINGTON. I do not know and I cannot express an opinion 
as to whether certain American products could find an alternate mar
ket if they could not come into the Philippine Islands. The Manila 
Chamber of Commerce limits itself to the statement that if Philip
pine exports decrease materially, then Philippine imports must also 
decrease j and presumably result in high prices for goods imported, 
that is to say, America would suffer in any case. 

Mr. ROXAS. My question was, if wheat flour now exported from the 
United States did not find a. market in the Philippine Islands would 
it not be necessary for the United States to find a market within the 
United States, thereby creating a. disruption of marketing conditions 
in the United States with regard to wheat flour! 

Mr. ILuuuNGTON. It seems so, but I do not know. I have no views 
regarding the situation there. 

Mr. ROXAS. And also in the matter of shipping, is that not a matter 
of general importance in the United States, so as to be taken into 
consideration in determining the general advantages which the United 
States derives from its trade with the Philippines! 

Mr. fiARRINGTON. I should say so. The shipping trade across the 
Pacific is a very important one. 

Mr. ROXAB. And that in the matter of shipping, you must take 
into consideration not only the freight paid by the Philippine Islands 
because of products exPorted from the Philippines to the United 
States but also certain political implications, the necessity, for exam
ple, of maintaining a Merchant Marine on the Pacific by the United 
States! 

Mr.lIAruuNGTON. I assume that that is probably so, but we did not 
touch on that question at all. 

Chairman MAcMUImAY. Are there further questions' 
Mr. JACOBa, One question, Mr. Chairman. 
Chairman MAcMUImAY. Mr. Jacobs. 
Mr. JACOBS. Mr. Harrington, I believe I understood you to say 

that you felt a period of 40 or 50 years would be required for an 
adjustment of the present trade relationships! 
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Mr. ILumINCJTON. Well, that is a general statement made on the 
spur of the moment. I have not actually made any elaborate cal
culations. I do not know whether I would be competent to make 
them; but, taking the very small amount and value of Philippine 
products . produced outside of the seven major products, it seems 
almost obvious that & very long period must, even under the most 
favorable circumstances, elapse before they become anywhere near as 
great as the products that might go out of the Philippines, let us 
say, at the end of free trade. Putting it in another way, there are I 
think: about 31 or 33 subsidiary items of production that are enumer
ated in the Philippine Government revenues. The values for those 
particular 31 or 33 items are so small that it is difficult to visualize 
their taking the place of the major products for many, many years. 
Diversification of crops will not only be slow, but, even if it is suc
cessfully practiced, it will take & long time before it becomes of vital 
importance to the Islands. 

Mr. JAOOB8. In calculating or estimating the period, is it not im
portant to remember that the present trade arrangements between 
the Philippines and the United States have existed only about 28 
years, since 1909; that sugar, which is the principal item, only 
reached its present proportion or volume in the last 10 or 11 years, 
since 1925; and that those two periods-the 28 years and the 11 
years-are very important factors in trying to arrive at an estimate' 
When you say 40 or 50 years, is that not rather a long time' 

Mr. HAlWlfCJTON. The circumstances are rather di1ferent. In the 
first place, sugar was an item of major production in the Islands for 
many years, even before the American occupation. The figures run 
to several hundred thousand tons. Secondly, sugar happened to be 
fortunate in finding a very valuable market. In the case of the other 
items of production, that are now being slowly developed, there is 
no obvious market for them, or, if there is a market, it is a very 
highly competitive market and it is problematical whether the Is
lands would be able to compete. Take rubber, for instance. Sup
pose rubber were produced in any quantity. Can we be assured of a 
ready market for it and that it will command a good price' And 
take cotton, which is beginning to be cultivated here. There is a 
possible market in Japan for cotton, but who can say that the Fili
pinos can compete with other suppliers of cotton' 

Mr. JAOOB8. My point is that the present volume of sugar-produc
tion is very large as compared with the volume in 1925, roughly an 
average of 260,000 tons prior to 1925 as compared to an average of' 
about 820,000 tons since 1925. 

Mr. lIAJmINCJTON. Yes. 
Mr. JACOBS. Another question. On page 13 at the bottom of the 

page, the last sentence, you point out that "it would be a misfortune 
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for the United States and still more for the Philippines if their 
mutual markets should be deliberately sacrificed by a voluntary 
change of policy". What do you mean by "voluntary change of 
policy"! I ~ight add that the terms of the present relationship 
between the Philippines and the United States were imposed in the 
Tydings-McDuffie act and were accepted by the Filipino people. 
These terms provide an arrangement until 1946, as the law standc; 
at present. 

Mr. Il.AmuNGToN. We had in mind, when that was written in that 
way, that there have been some questions about which there had been 
mutual consultations, and we could not ignore the fact that there 
could very well be a change in the economic policy as well as in the 
political relationship. We presumed that whatever the outcome there 
would be mutual agreement on the subject. We put the word "volun
tary" in to suggest that both sides, more or less, would agree to it. 

Colonel McDONALD. Although it is not mentioned in your brief, I 
am wondering whether your Chamber of Commerce has taken into 
account the possible advantage of the so-called "triangular trade" 
with the United States, Japan, and the Philippine Islands. 

Mr. IlAmuNGTON. No, I do not think we took that into consider
ation. The triangular arrangement, of course, can take place not only 
between those three countries, the United States, Japan, and the 
Philippines, but between other countries. Notice also that the excess 
of Philippine exports taken by Great Britain is offset by imports from 
Australia, India, and so forth. There is always a. triangular arrange- . 
ment. But the chamber did not take that into consideration. 

Mr. BENITEZ. On page 13, your statement at the top that ''the 
per capita purchase by Filipinos of American goods is more than five 
times the per capita purchase by Americans of Philippine products". 
Now, in connection with this price premium of $50,000,000 mentioned 
here, would you consider this point an adequate or sharp answer to 
the advantage--

Mr. lIAmuNGTON. I think that those figures show that the Filipinos 
were really desirous to buy as many goods as they could from Amer
ica. Of course, the Philippine market is not as important to America 
as the American market is to the Philippine Islands; but, neverthe
less, while the import from America is less than the export to Amer
ica, the Filipino people, being few and poor, probably will not be in 
a position to buy more. 

Mr. BENITEZ. But you consider this basis of evaluating the trade 
per capita a fair way of doing it! 

Mr. IlAmuNGTON. That particular point only shows that the Fili
pinos are doing their best, that on a population basis they are buying 
as many American goods as they can. 
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Chairman MAcMUJlRAY. Thank you, Mr. Harrington. 
(Here follows the printed brief submitted by the Manila Chamber 

of Commerce.1 ) 

The Chamber of Commerce of the Philippine Islands will be 
represented by Mr. Vincente Madrigal • 

.Mr. Luz. Mr. Madrigal is not here, but I will represent the Cham
ber of Commerce of the Philippine Islands. 

Chairman MAcMUJlRAY. Mr. Luz. 

STATEMENT OF MR. ARSENIO N. LUZ, OF THE CHAMBER 
OF COMMERCE OF THE PHILIPPINE ISLANDS 

Mr. Luz. Mr. Chairman and Gentlemen of the Committee: Sup
plementing the brief 1 submitted to you by the Chamber of Com
merce of the Philippine Islands, as its representative, it is both my 
privilege and my pleasure to appear before you this morning. Be
cause of an urgent business call from Hong Kong we are sorry our 
president, .Mr. Madrigal, is unable to be present. 

Because of the nature of its organization the Chamber of Com
merce of the Philippine Islands discusses in its brief only the high
lights of Philippine-American present and future trade relationship. 
The entities that represent our major and minOl' industries take care 
of the detailed presentation of their own cases. 

For this same reason my supplementary statement this morning 
will be limited to the formulation of the following facts, which we 
believe are the fundamental background of American-Philippine 
trade partnership: 

Firat. The main purpose and objective of the transition or 
preparation period is to enable the Philippines to Accomplish 
that required degree of economic stability which is essential to 
the successful operation and security of an independent national 
existence. It is, therefore, both illogical and unfair to curtail 
our normal economic development during said period by the 
imposition of taxes and limitations that will inevitably ruin 
our major industries, thus defeating the very purpose of this 
period of preparation. 

SecoruJ. The United States is responsible for almost com
pletely linking our economic existence-that is, the progress and 
well-being of our peop.Ie-with America, beca~se, disregarding 
our protest, the Amencan Government established free trade 
between the United States and the Philippines, making us a. 
one-market nation subservient to and dependent upon the Amer-

"See vol m. 
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ican market. Fortunately, this free trade is equally beneficial 
and profitable to both countries, but, while the United States 
could subsist without our market, our economic existence, our 
present :r;node of living, is dependent upon the uncurtailed con
tinuation of our present trade relations with America, at least 
during the full transition period of the years provided by the 
Tydings-McDuffie act and accepted in a solemn covenant by the 
Filipino people. Why should America exact from us, as the 
price of our political independence, the collapse of our national 
economic fabric of which she herself is the builder, and which 
is her most valuable contribution to the welfare and happiness 
of 15,000,000 Filipinos W What would the American people gain 
by the consummation of such a major tragedy 9 The economic 
collapse of the Philippines would deprive America of her sec
ond-best market in the Far East, a market that could be her 
best customer in this part of the world in the not distant future, 
a market that is the best distributing center of American goods 
in the Far East. We believe that the best interest of America 
and the Philippines dictates the indefinite continuation of free 
trade without unnecessary curtailments between the two coun
tries. If this is not practicable we should at least have an addi-. 
tional10 years of free trade. 

Third. Sentiment and moral obligation are very strong bonds 
in the relationship between nations, as attested by American 
history. Gratitude, common culture, and our modern concep-' 
tion of life forever link us with America. And because she 
made us what we are today, America will always be deeply inter
ested in us, will watch our steps as a ward representing her 
greatest achievement· in human and national engineering, and 
will e;er be ready to help us fully accomplish the unprecedented 
task she imposed upon herself when she assumed the steward
ship over a young and inexperienced people: the establishment 
of a progressive, happy, and stable Philippine nation. This, we 
are sure, she will do in spite of the selfishness of a few, because 
America is still the great nation whose vital actions and decisions 
are dominated by sentiment and ideals. 

Mr. DORFMAN. On the first page, the second paragraph, of your 
brief, Mr. Luz, you state: "The present standard of living of the 
Filipino people is dependent upon the reasonable continuation of 
the present mutually beneficial Philippine-American trade relation
ship which has elevated it to a plane unknown in other progress, and 
bestowed upon the Filipino people their just share of happiness and 
well-being." . Do you believe that the standard of living for the 
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masses of Filipinos is higher than the standard of living for the 
masses, let us say, of the Japanese people! 

Mr. LtlZ. I believe 80, Mr. Dorfman. 
llr. DoIlFllA.X. Do you know of any studies which have been made 

on the subject which bear that out' 
Mr. LtlZ. I do not know of any particular study that has been 

made, but my own personal observation makes me believe that the 
standard of living of the average Filipino is higher than that of 
the average Japanese. 

Mr. DoBnUlf. If the tao were to take his day's earning-the aver
age tao--and start out with his market basket and make those pur
chases which he customarily makes, and a Japanese peasant were to 
do the same, that is, start out with his market basket with his aver
age day's earnings and buy the things which he customarily buys, 
which of the two do you think would come back with his market 
basket more nearly filled' 

Mr. LtlZ. Well, it is quite hard to definitely answer that question, 
but I believe that the Filipino with his greater earning capacity will 
come back with a fuller basket. 

Mr. DoBnUlf. When you say the Filipino with his grea~r earn
ing capacity, do you mean that the Filipino aetually has a grea~r 
.-rning capacity' 

Mr. LtlZ. No. I mean to say that the standard of wages being 
higher in the Philippines than in Japan, the Filipino naturally has 

. a greater capacity to earn a higher wage than the Japanese. 
Mr. DoBnUB. Do you have in mind here the money wages the 

Filipinos get as contrasted with the money wages the Japanese get, 
or do you have in mind that the Filipinos can buy more with what 
they get. . 

lIre Luz. Both, lIr. Dorfman. For one thing, I believe in Japan, 
on account of overpopulation, competition is keener and it is harder 
for a Japanese to get the same wage as a Filipino would get. 

lIr.I>oBnr..ur. What is the average wage of a Filipino worker! 
lIr. Luz. I presume that, depending upon the regions, we may say 

between 30 centavos and 50 centavos a day. 
lIr. DoRFH.Uf. That would be between 15 cents and 25 cents gold 

a day' 
lIr. LtlZ. Yes, Sir. 
lIre DORnlAN. How many dependents would you imagine that 

Filipinos who get such wages have! 
Mr. LtlZ. The other day the matter was discussed, and I remember 

the statement was made here that the average Filipino family is com
posed of five members. I have not made a study of the question, but 
I should say that that sta~ent is right. But I would not admit 
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that out of the earning of one man the whole family lives, because I 
do not believe- that that is the case. 

Mr. DORFMAN. Would you care to estimate what the aggregate 
earnings of all the wage-earners in a family of six would be, just . 
roughly¥ 

Mr. Luz. Well, in a family of five--
Mr. DORFMAN. We want to take the average family. I was assured 

that it was around six. 
Mr. Luz. This of course depends on diverse and individual cases. 

But I presume that in a family of six perhaps two, or sometimes 
three, would be the breaaearners. As you know, Mr. Dorfman, 
especially among our peasant class, even the women work. 

Mr. DORFMAN. It appears that, for purposes of showing how many 
people are dependent on a given industry, the assumption is made 
that only one out of six works. For purposes of showing how high 
the standard of living is, it appears that each person has only about 
two dependents. But that is not pertinent to the inquiry in hand. 
Let us say that the earnings for all the wage-earners for this family 
of six are twice as high as suggested the other day by Mr. Alunan, 
and we have two wage-earners getting a total of from 60 centavos to . 
:PI a day. What would it cost this family of six to buy a day's food 
supply, do you suppose' 

Mr. Luz. That will again depend upon the locality and the peculiar 
condition of each region. I am just talking from personal experience. 
I have a small farm; and my experience is that-my tenants, the' 
average family, on my small farm would be, say, about four-out ofa 
family of four, three are workers. This is in Lipa, Batangas .. 

Mr. DORFMAN. What industry is it' 
Mr. L~ Rice, in a small way, and sugarcane also. But that is a 

very extraordinary and peculiar case, because on my small farm 
the fRInilies are composed mostly of grown-up people, all of whom 
work. The only ones who do not work are the minors who attend 
school; and, at times, on Sundays and holidays, even they help their 
brothers or their parents in their daily work. 

Mr. DORFMAN. From the testimony that has been given before the 
Committee thus far, it would appear that that is a most unusual 
arrangement. Let us consider a more ordinary arrangement than 
you have. Let us say that two or three workers in a family bring 
in something. What fraction of the family's earnings do you sup
pose would go for food and rent ¥ Let us take food first. 

Mr. Luz. For food-I· suppose that 50 percent of the earnings 
would go for food. 

Mr. DORFMAN. Now, on the basis of the figures you gave me, 60 
centavos to :PI, half of that goes for food; that would be 30 centavos 
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for a family earning 60 centavos a day, and 50 centavos for a family 
earning 1"1 a day. That would range from 5 centavos to about 8 
centavos a day, or in terms of gold, from 2lh cents (gold) a day to 4: 
cents (gold) a day per person for food. Considering that the price 
of many of the basic commodities, such as rice, are no cheaper here 
than they are in the United States, would you say that this represents 
a very high standard of living, 2lh cents (gold) to 4: cents (gold) a 
day per person for food' 

Mr. Luz. I would not say that that represents a very high standard 
of living. But I presume, Mr. Dorfman, that we will have to con
sider that in many cases these tenants have their own food. They 
do not have to buy it. They produce their own rice and they raise 
their own vegetables. 

Mr. DOBFMAlf. Do most of the farmers in the Islands other than 
those engaged in the production of rice grow their own rice, the 
people in Negros, for example' 

Mr. Luz. Of course not. I do not really know the conditions in 
Negros, but of course conditions in Negros are very different be
cause the wages in Negros are very much higher. I am talking of 
conditions in my own locality. 

Mr. DoRFKAN. Actually the money income would be supplemented 
by the products which the people themselves raise. Let us say, how
ever, that this worker wanted to take his family to the cinema. 
What is the lowest price of admission to a cinema! 

Mr. Luz. Well, first of all, these people who live in the barrios 
have no way of going to the cinema. 

Mr. DoRFKAN. Is that because they do not like cinemas or because 
cinemas are so high-priced that they cannot afford to go' 

AIr. Luz. They do like cinemas, but they are naturally unable to 
go to cinemas because the cinemas are located in centers of popula
tion that are very far from their barrios. 

Mr. DoRFKAN. Do you suppose the reason there are none close to 
them is because it would not be profitable to operate them! 

Mr. Luz. I presume so. 
:Mr. DoRFKAN. And that is because the price of admission that 

would have to be charged would be too much for the people to pay! 
Mr. Luz. Not only that, but the scant population in the barrio 

would not warrant the establishment of a movie-house. 
Mr. DoRFKAN. Well, let us take conditions in Manila and have in 

mind, say, the workers in the cigar factories. There are a number 
of cinemas in Manila. What would be the lowest price of admission 
to a cinema here' 

:Mr. Luz. Well, I presume that as low as 10 centavos perhaps. I do 
not know for sure, :Mr. Dorfman. 
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Mr. DORFMAN. Well, let us say 10 centavos, although I confess I 
have never seen any that charge as little as that. If the family 
consisted of six peop'e, their income would be 60 centavos, or at top 
wage it would run, on the average, to say n. Would you say that 
the standard of living was high in a country where a man would have 
to spend 60 percent of his day's earning to take his family to the 
cinema! 

Mr. Luz. Perhaps from the American standard it would not be 
very high, but-I am taking the standard in the Orient. 

Mr. DORFMA...~. Let us take Japan. What fraction of the tVorker's 
income do you suppose would be necessary for him to take hJS family 
to the cinema! Would it be 60 percent! 

Mr. Luz. That I cannot answer. 
Mr. DORFMAN. I can assure you it would be much less than that. 

Let us take newspapers. What fraction of a man's daily wage would. 
be required to buy a newspaper in Manila' . 

Mr. Luz. Well, the papers here are rather inexpensive; I am talk
ing of the vernacular papers, which are the papers read by the 
masses. 

Mr. DORFMAN. What is the price of those! 
lIr. Luz. I think some of them are as low as two or three centavos. 
Mr. DORFMAN. And some of them sell as high as' 
Mr. Luz. Some of them sell as high as seven centavos for special 

Saturday editions. 
lIr. DORFMAN. Do you realize that seven centavos would be almost 

twice the price of the daily edition of the N etD York Times' 
lIr. Luz. Yes, I know that. 
Mr. DORFMAN. Would you say that the cost of newspapers to a 

Japanese would represent a higher fraction of his day's earnings' 
Mr. LuZ. I know that newspapers in Japan are very inexpensive 

on account of their large circulation. 
Mr. DORFMAN. My point, in asking the questions I have, has been, 

first, to develop the fact that there is no study of conditions in the 
Islands which would show that the standard of living for the masses 
here is, in fact, higher than in other, or in some other, oriental coun-' 
tries--or as you have it here, ''to a plane unknown in other oriental 
countries". So far as I know, there is no study which bears that 
out. 

lIr. Luz. There is no scientific study, but we are guided by personal 
observations. 

Mr. DoRFMAN. Have you met any people who have observed condi
tions in both countries and have come to a diametrically opposed 
conclusion' 

lIr. Luz. I know of articles published to the efl"ect that we are 
wrong in assuming that the standard of living of the average Filipino 
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is higher than that of Japan; but, with the exception of Japan, I be
lieve it is universally admitted that our standard of living compared 
to that of India, for example, or China, is very much higher. My 
own personal observation, as I said, makes me believe that this state
ment is righL 

Mr. l>oBnuN. Granting that it might be correct for China and 
India, you do not know it to be correct for Japan' 

Mr. Luz. Well, my own personal observation makes me believe that 
it is also correct for Japan. 

Mr. DoBJ'HAN. On page 6 of your brief, the last sentence on the 
page, you state : «Almost two years of the transition period have 
elapsed and even our principal industries, such as sugar, tobacco, oil, 
embroideries, etc., long established upon more or less solid founda
tions, are still groping in the dark trying to find their way to success-

. fully meet the new situation that will confront them after the fifth 

. year of the present transitory period." You say they are "groping m 
the dark trying to find their way to successfully meet the new situa
tion". What steps have any of them thus far taken to meet it! 

Mr. Luz. They have made a survey as to the possibilities of deviat
ing the exports to other countries in case it is impossible for them 
to gain admission profitably in the American markeL I know, for 
example, that in the case of the major industries, such as sugar and 
coconut oil, such steps have been made, and the conclusion seems to 
be that it would be impossible to replace the American market, at 
least, in the near future. 

Mr. DoRFMAN. Is not that a conclusion which was arrived at prior 
to two years ago' 

Mr. Luz. I know that since the establishment of the Common-
wealth they have been making these surveys and studies. 

Mr. DoRFMAN. All with the same conclusion' 
Mr. Luz. Well, practically all. 
Mr. DoRFMAN. On page 8, the paragraph next to the bottom, you 

say, "There is also 8. wide field in the Philippines for American 
technicians, university professors, etc." How many American uni-

.' versity professors are there in the Philippines' 
Mr. Luz. American universities' 
Mr. DORFMAN. No; American university professors. 
Mr. Luz. I do not know the exact number. 
Mr. DORFMAN. Roughly, would it be ten, 8. hundred, or a thousand' 
Mr. Luz. I am not familiar with the exact number, but I know 

that there is a tendency for contracting the services of additional 
American professors. 

Mr. DORFMAN. Has the trend been upward or downward in recent 
years' 
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Mr. Luz. Well, it was downward in the case of the University of 
the Philippin~s, because of the resignation of many American pro
fessors; but it is coming upward again now, because the University 
of the Philippines is engaging the services of additional American 
professors. Now, in the case of private universities, it is upward. 

Mr. DORFMAN. Are the numbers that we have to reckon with ap
preciable; that is, again, are they in tens, hundreds, or thousands! 

Mr. Luz. I do not think it would be by the thousands. It would 
be hard to determine the number that would be needed, but the tend
ency, as I said, is upward in all universities. 

Mr. DORFMAN. If the Islands should become less prosperous· in 
consequence of the carrying out of the provisions of the Independence 
Act, you would not expect the Islands to employ additional numbers 
of American professors! 

Mr. Luz. I do not think so. 
Mr. DORFMAN. The number now, in fact, is not large, is it ¥ 
Mr. Luz. I do not think it is large. 
Mr. DORFMAN. Probably a dozen! . 
Mr. Luz. I have no idea of how many, but, as I said, a few dozens 

would perhaps cover it. 
Mr. DORFMAN. On page 11, second paragraph, under the caption 

"Tariff Autonomy, etc.", you state: "We should, therefore, be given 
tariff autonomy for the main purpose of developing our domestic 
industries by protecting them against cheap foreign goods." Is it 
your thought that if the preferential American market is eliminated, 
the Islands will have to find other markets for their products as best 
they can! 

Mr. Luz. No, the purpose of this paragraph is to emphasize the need 
of protecting our small industries, industries that are being estab
lished now, against the inroads of cheap foreign goods. We are not 
concerned about American goods because they are so expensive that 
there is no possibility of competition between them and our own. 

Mr. DORF)(.A.N. If the Philippines hope to continue exporting to 
foreign markets, should the Philippines avoid imports of cheap for
eign goods or encourage them' 

Mr. Luz. How is that! 
Mr. DORFMAN. If the Philippines hope to find markets elsewhere 

than in the United States, does the salvation of the Philippines lie 
in high-priced goods for workers or in low-priced goods' 

Mr. Luz. In talking of protection for local goods, our main purpose 
is not to export these goods but to consume them locally. We believe 
that it would take a long time for us to be able to export our industrial 
goods. We are talking of local consumption. We have that in mind. 

Mr. DORFMAN. But yo~ hope to export some goods, not necessarily 
the kind that you have in mind here! 
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Mr. Luz. Yes, Sir. 
Mr. DoBnulf. The more goods you produce in the domestic mar

ket at high prices, substitutes for which could not be obtained in 
foreign markets at low prices, the higher the cost of living for your 
workers, is not that true' 

Mr. Luz. That is right. 
Mr. DoHnux. The higher the cost of living for your workers, the 

harder for you to sell goods in foreign markets' 
Mr. L'DZ. Yes. 
Mr. DOBnu.Jr. U you propose to find substitutes for the American 

market, do you want to have the cost of living high or low for your 
workers' 

Mr. Luz. As I told you, Mr. Dorfman, we are not really trying to 
find a substitute for American goods, but there are some goods which 
could be easily manufactured here that would respond to the demands 
and purposes of our average Filipino. 

Mr. DoBFllAlf. But you say you would have to have protection 
against cheap foreign goods. I take that to mean that you would 
want to impose duties or limitations on imports iIi order that the 
local prices would be higher than they would otherwise be, is that 
correct' 

Mr. Luz. Yes, Sir. 
Mr. DoIII'HAN. U the local prices are highill' than they would other

wise be and if the workers buy such goods, their cost of living would 
be higher than it would otherwise be; and if their cost of living is 
higher, then your cost of production of export goods must necessarily 
be higher' 

Mr. Luz. Yes, Sir. 
Mr. DoBFllAlf. And it is more difficult for you to export goods' 
Mr. L'DZ. Yes. 
Mr. DoIll'llAN. U you hope to find markets for export goods when 

you lose the preferential American market, why do you want to 
prevent cheap foreign goods from entering this market' 

Mr. Luz. Of course, this statement was made on the understanding 
that there would not be a sudden disruption of trade between the 
United States and the Philippines. We are not worried about the 
cost of production of our export goods so long as we have entry to 
the American market. 

Mr. I>cmnu.x. But we have to consider that, as an ultimate objec
tive, you will not have preferential treatment in the American market 
and that you must therefore find other foreign markets if you are to 
have them. Why, then, do you want to burden your domestic con
sumers with high prices' Do you not think it would be better to 
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lower your tariff barriers instead of raising them, if you want to 
compete in world markets with low-cost producers~ 

Mr. Luz. We believe that the next development in the Philippines 
should be industrialization of the Philippines, and, unless we protect 
our own industrial goods, we will never be able to improve the 
present situation. We are an eminently agricultural country, and 
the next stage of development would be industrialization. 

Mr. DORFMAN. Then what you foresee is not so much other foreign 
markets but, rather, your own market taking the place of the United 
States market; that is, you expect to become as self -sufficient as 
possible. Do you believe that the per-capita income in terms of 
goods of your pe.ople would be increased by your country's operating 
on such a protective basis ¥ 

Mr. Luz. Yes, Sir. 
Mr. DORFMAN. In your preliminary remarks you stated that the 

Philippines originally protested against free trade but that the United 
States forced free trade on the Islands; and therefore the United 
States is obligated to continue free trade indefinitely, or for a long 
period of time, in consideration of that. When the Islands protested 
against free trade, did they protest against the privilege of entering 
goods in the United States free of duty or did they protest against 
American goods coming into the Philippines free of duty ¥ 

Mr. Luz. Neither. The foundation of the protest of the Filipinos 
against the establishment of free trade was almost exclusively based 
upon their opinion that the economic link between the two nations 
would be so strong and unbreakable that it would be impossible for 
the Philippines to acquire her political independence. That was the 
foundation of the opposition of the Filipinos to free trade. 

Mr. DORFMAN. 'That, however, has turned out not to be the case, 
for, despite the fact that the economic ties grew stronger and 
stronger, the Islands were not prevented in consequence from getting 
political independence. 1£ the Islands had originally been offered 
free trade on the condition that it would in no way bear upon the 
matter of political independence, would they have objected to it ¥ 

Mr. Luz. Perhaps they would have. 
Mr. DORFMAN. The principal basis, then, was that they thought 

that they would not be able to get political independence if they had 
free trade. 

Mr. Luz. Yes. 
Mr. DORFMAN. But since they have obtained it, in spite of free 

trade, is the argument a valid one' 
Mr. Luz. Perhaps the statement should be clarified. In spite of 

free trade and in spite of the almost compiete and absolute link of our 
economic existence with America, you say that we should have inde
pendence! 
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Mr. l>oBnuN. I did not say that. 
Mr. Luz. The nature of the independence that we will get, because 

of the disruption of the intimate trade relation established by free 
trade, would be such an independence that it would not be a. desirable 
form of independence, because it lacks the essential economic and 
stable foundation. Such an independent government would be inde
pendent only in name. 

Mr. DORFMAN. Was not that fully recognized when the Philippine 
Government accepted the Tydings-McDuffie act' 

Mr. Luz. The Philippine Government accepted the Tydings
McDuffie act because of the statement made by the President of the 
United States that if there were inequalities and unfairness in the 
bill they wauld be corrected. 

Mr. DORFHAN. But that is more or less ambiguous. There was no 
promise that if it should turn out that certain export taxes were dis
tasteful they would be regarded as unfair and therefore eliminated. 

Mr. Luz. Our interpretation was to the eft'ect that if the economic 
provisions of the Tydings-McDuffie act would make it impossible, for 
practical purposes, to establish a progressive and stable Philippine 
nationality, then those provisions would be corrected, otherwise the 
very purpose of the law would be defeated-the purpose of creating 
a stable, progressive Philippine nation. 

Mr. DORFHAN. Is it your view that any terms which would operate 
against assuring the Islands a stable economy are per se unfair and 
of the variety the President had in mind' 

Mr. Luz. Yes, Sir. 
Mr. DORFHAN. You also stated that the exchange of goods between 

the United States and the Philippines was equally beneficial to both 
countries. 

Mr. Luz. Yes, Sir. 
Mr. DORFHAN. But you added that, while equally beneficial, the 

United States would not be seriously injured if free trade ceased 
but that the Philippines would be. What is your criterion of equality 
of benefits to the two countries' 

Mr. Luz. Well, it is equally beneficial to both countries; that free 
trade is a relationship that is equally profitable to the United States 
and to the Philippines. I want to qualify your statement, Mr. Dorf
man. I did not say that the loss of the Philippine market would 
not seriously aft'ect American industry. What I said is that despite 
the loss of the Philippine market America would subsist. 

Mr. DoRFHAN. You feel that the loss would be a serious blow to 
the United States' 

Mr. Luz. I do not think it would be a serious blow at the present 
moment, but, considering the potentiality of the Philippine market 
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and the trade position of the Philippines in the Far East, it might 
be a very serious blow to the American industry later on. 

Mr. DORFMAN. Will you explain more fully what you mean by 
equally benefi~ial to the United States and .the Philippines W 

Mr. Luz. Well, considering everything, I believe that the United 
States profits as much as the Philippines in this present trade rela
tionship. I cannot explain in dollars and cents, but on general lines 
I believe that since the Philippines, as shown by the facts, is the 
second-best ml1rket of. the United States in the Far East, it surely 
is very important to the United States and very profitable for her 
to maintain her second-best market in the Far East. Now, it is also 
very important to the Philippines to maintain the United States 
market, because if we lost the American market at the present time 
we would lose 80 percent of our income from exports. 

Mr. DORFMAN. The facts you have cited are true but inconclusive. 
The Philippines could be the United States best or second-best market 
in the world and the American market could be so important as 
to absorb 99 percent of Philippine exports, but it would not follow 
from those facts that the trade would be mutually beneficial. I 
wonder if you could cite evidence that would prove that that is the 
case. 

Mr. Luz. Well, when I said "equally" I did not mean to imply 
that it was exactly equal, because I do not have figures on which to 
base my conclusion. But there is no question that the Philippine 
market is very important and profitable to the American exporters, 
especially for such major exports as cotton. goods, automobiles, 
petroleum products, machinery, chemicals, and so forth. 

Mr. DORFMAN. The sale of American goods out here is made pos
sible in a very substantial degree by the excess in price which the 
United States pays for Philippine sugar over what it would' be 
obliged to pay if it purchased the sugar in the world market at the 
world price. The figure given this morning was, I believe, about 
40 million dollars, and, I think, for the year on which that figure 
was supposed to be based, it was nearly 45 million dollars, but we 
will say 40 million dollars. That in fact is a subsidy to American 
exports-an indirect subsidy-is it not' 

Mr. Luz. Well, it amounts to that. 
Mr. DORFMAN. If the subsidy is as high as that, might it not well 

be that that trade is not at all profitable if the United States sells, 
say, 60 million dollars worth of goods but has to subsidize their 
sale by, say, 40 million dollars' May it not well be that the United 
States would be better oft' if it lost the Philippines as its second
best market in the Far East, for then it could also forego paying 
40 million dollars to keep the Philippines in that rank' 
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Mr. Luz. Would not the same reasoning be applicable to the 
Philippines in the case of impo~ of American goods' 

Mr. Doanu.N. Yes. . In buying goods from the United States, 
the Philippines also forego some revenue which they could collect. 
lfost of that, I think, -would be revenue which they would collect 
from their own people.. U you consider the economy of the Philip
pines as a whole, you would probably find that they do forego some 
revenue in paying higher prices for what they buy, in consequence 
of the reciprocal free-trade relations with the United States. But 
do you think that the amount they forego would be anywhere near 
the amount the United &ates foregoes' 

Mr. Luz. I do not think so, but, of course, we have in mind the 
cllil'erence in wealth, in population, in progress, and in standard of 
living between the two countries. What is very important and vital 
to the Filipinos may not be vital and important to the Americans. 
We are not measuring equality in terms of pesos or dollars or 
centavos or cents. We are appraising it in terms of equality, con
sidering the inequalities obtaining in both countries. 

Mr. l>ouv.AR. It is a little difficult, of course, to discuss an idea 
as vague as that. Either the United States gains from this arrange
ment or it does not gain. You conceded that so far as dollars and 
cents are concerned, the United States may not gain as much as the 
Philippines, but you suggest that in view of the fact that the Filipino 
people are poorer than the American people the free-trade relation
ship worD out to our benefit. 

Mr. Luz. That is not the point that I am driving at. The point 
that I want to convey is this: I believe your statement tends to 
lead to the idea that free trade is not at all profitable to the United 
::;tates, that is, free trade is a one-sided arrangement, the beneficiary 
being exclusively the Philippines; the United States really does not 
get any benefit from this arrangement. Is that it, Mr. Dorfman' 

Mr. DoBnl.&R. Well, I did not intend to express my view on the 
subject. I was just trying to find out your view. 

Mr. Luz. I assume that the facts are that free trade is mutuallv 
Leneficial to both the United States and the Philippin~it is n;t 
possible to arrive at the exact determination by monetary figures at 
the present moment. The general principle still stands that £roo 
trade is beneficial to the United States, for this reason, that she 
needs important tropical materials which are produced in the Philip
pines and over which she has absolute control in cases of emergency 
and necessity. While perhaps, normally, she could get tropical ma
terials from other tropical countries, yet, in cases of emergency, the 
United States would not have an absolute hold over these tropical 
materials from foreign tropical countries as she would have over 
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these tropical materials from the Philippines. 1'ha~ perhaps would 
be one feature of it. .' . :. . 

Mr. DORFMAN. Is it a sort of military"l,tl'guIDent or an economic 
argument that you have in mind ¥.-

Mr. Luz. It is military and economic; both.. 
Mr. DORFMAN. Sometimes the two are not the same. For example, 

the sugar that is purchased here could be bought elsewhere closer to 
the United States. So far as the military argument is concerned, the 
Philippines are -not in a very good position. The United States 
would be surer of its supply of sugar if it obtained it from countries 
closer to continental United· States, so your argument would have to 
rest on economic grounds. If, for the sugar bought here, the United 
States pays 40 million dollars a year more than it would be obliged 
to if it bought the sugar in the world market, the suggestion that 
the United States cannot as advantageously buy it in other places 
does not hold economically. 

Mr. Luz. What is that ¥ 
Mr. DORFMAN. The argument you advanced is that the United 

States needs sugar and that she might as well buy it here as else
where. But if she can get it at 40 million dollars less elsewhere, 
would not that be an argument for getting it elsewhere! 

Mr. Luz. I presume so. 
Mr. DORFMAN. If you, being a businessman, had the chance of 

buying something at one price from one place and from another at 
half that price, would you not presume that it would be better 
economically to get it at the lower price! 

Mr. Luz. I presume that the best policy would be to buy it at the 
lower price. But if the seller who does not charge the lower price 
buys from me, iIi. reciprocity, goods that the cheap seller is not buy
ing, I will certainly buy from the one buying goods from me. 

Mr. DORFMAN. You were here the other day when I recited the 
story about the man who had a grocery store and·whose son was his 
seventh-best customer! That son was getting about three times the 
wages the father would have had to pay to get someone else to do 
the same work. The father would periodically threaten to discharge 
the son, whereupon the son would threaten to withdraw his patron
age, saying, "If you discharge me or pay me less, I cannot buy as 
much and will cease being your seventh-best customer." The father, 
however, c8lculated that it might be more advantageous for him, on 
purely economic grounds, to discharge his son and to hire someone 
else who would work for, say, one third as much, even though he 
lost his son as his seventh-best customer. Would not that apply 
similarly with respect to the Philippines both as a supplier and II 

buyer in the American market' 
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lIr. Luz. I do not beIiev& that the simile is very exact. 
Mr. DoUJ')UN. What are its deficiencies' 
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Mr. Luz. I believe·tliat the deficiency is this: First of all, I be
lieve that it is assum.,a 'tbat the loss of the Philippine market will 
be immediately absorbed by other markets. I mean, the loss of the 
Philippine market by the United States will be immediately absorbed 
by the other markets. 

lIr. DouxAN. I did not assume that if the groceryman discharged 
his son someone else would take the place of his son as a. buyer. 

Mr. Luz. Then I believe that, as one gentleman here said, perhaps 
the right policy is to give the boy another break. 

Mr. 1>oBnu.N. The father would no doubt be tempted to act in 
that direction. But would he do it because the man was his son or 
because he thought that the arrangement would be mutually 
beneficial' 

Mr. Luz. Perhaps that would be the best way of making it both 
profitable and happy. The fact that the man is his son is a very 
important consideration; the matter of human relationship and sen
timent is very important in human considerations. And I presume 
that that simile obtains also in the case of the Philippines; the fact 
that we have been brought up to this stage of progress by the United 
States should be a very important consideration. 

lIr. DoIIFJUN. Would it be the sole consideration, then, in the 
father's deciding to retain the son as an employee on those terms' 
Would there be any conceivable way in which the father could gain 
economically by continuing to hire him at three times the wages he 
would have to give anyone else' 

Mr. Luz. I can see a possibility, by so arranging things that the 
son would be enabled to buy more from his father, so that the son 
would absorb the loss that his father would make by retaining him. 
And I believe that this is the case in the Philippines, because the 
Philippines are potentially able to buy more from the United States 
if we are given a chance to deVelop properly. 

lli. DoIll'HAN. Do you think the groceryman would become rich 
by increasing his son's wages so that his son could buy still more 
goods' 

lli. Luz. I believe that if the son buys more, he absorbs the loss, 
and there is no valid reason why the father should fire him. I be
lieve that the father should retain him, not only because he is & son 
and is obligated to him as a father, but because it is good business 
to retain him. 

lli. DORFHAN. If you had your choice of hiring two clerks
neither of whom was your son, and therefore you could disregard 
sentimental considerations---one, say, who would work for PIO a week 
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and who would be only your fifteenth-best eustomer, and another 
man who would work, say, for no a week but who would buy P20 
more goods than the other, do you think that you would profit more 
by hiring the man who would work for ~30 a.. week than you would 
by hiring the other! 

Mr. Luz. No, Sir. 
?fir. DORFMAN. Well, is not that pretty much the same in respect 

of what we are considering here' 
Mr. Luz. I sa.:f the simile is not so exact, because if an arrange

ment could be made to give a break to the boy so that he would be 
able to buy more from the father he would thereby absorb the loss. 

Mr. DORFMAN. How does he absorb the loss by buying more from 
his father in consequence of getting higher wages than the father 
would have to pay anyone else' 

Mr. Luz. The dillerence in the gain would be absorbed by the 
father in selling more to the boy. 

Mr. DORFMAN. But the maximum possible increase in sales to the son 
would be represented by the excess of wages paid by the father. Every 
time he gave his son an increase, the son could buy just that much 
more goods. But from the father's standpoint, he would be giving 
the additional sales away for nothing, would he not' 

Mr. Luz. Well, I presume that the arrangement is defective be
cause the boy should not be given more wages in proportion to his 
buying-capacity with his father. I do not see the sense of raising 
his wages in ratio with his capacity to buy from his father. 

Mr. DORFMAN'. Well, is that the important consideration; or is 
it the price at which you could hire services which would be equally 
satisfactory , 

Mr. Luz. I believe both considerations are important. 
Mr. DORFMAN. When you used the expression, "I would give the 

son a break", did you have in mind there the senHmental considera
tion rather than the economic' 

Mr. Luz. Both sentimental and economic. 
Mr. DoRFMAN. If it were only purely economic, you would not have 

to give him any sentimental consideration. 
Mr. Luz. Perhaps not. 
Mr. DORFMAN. If you did not have to give him !lily "break" if the 

consideration were purely economic, then the only reason for giving 
him any would be perhaps because the consideration was not economic. 

Mr. Luz. Yes, Sir. 
Mr. JACOBS. Mr. Luz, you state on page 6, the large heading be

ginning with "A Period Not Shorter Than That Provided by the 
Tydings-McDuffie Act ... ", or you speak, rath~r, of the present 
10-year period. I want to ask, What is your view or opinion as to 
the purpose of this lO-year period-the present lO-year period' 
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Mr. Luz. First of all, we assume, Mr. Jacobs, that the fulll0-year 
period would be needed; but we feel that a 20-year period would be 
better because it would give Filipinos, Americans, and foreigners who 
are engaged in business.in the Philippines more time to adjust their. 
business to new conditions. In other words, while we would accept 
the 10 years as stipulated or as provided in the Tydings-McDuffie act, 
we feel that an additional 10 years would be helpful. 

Mr. JAOOBS. In other words, it is a period of adjustment, the first 
five years of which you have· absolute free trade and the SQcond five 
years of which you have imposed upon you certain export taxes. 

Mr. Luz. Yes, Sir. 
Mr. JAOOBS. Don't you think that it is just human nature for us, all 

of us, businessmen in particular, to postpone any adjustment as long' 
as we can and that those who are best oil or enjoying the most benefits 
would seek to postpone adjustment longer than the others' Unless 
there is some arrangement to force adjustment in a situation such as 
we have here, it is just human nature for them to postpone adjustment 
as long as they can. 

Mr. Luz. I do not admit that. 
Mr. JACOBS. I am not saying whether the present adjustment is cor

rect or not, but at some time or other adjustment must be made; 
otherwise you would find that your sugar-people, for instance, would 
say, "We prefer to wait until 1946, take all we can, make our profits, 
and let the people take care of themselves." The burden would not 
fall heavily upon them, because they have made so much, but upon 
the people who work on the land .. Therefore, the export tax ailords 
a means to force an adjustment. 

Mr. Luz. Yes, Sir. 
Mr. JACOBS. And it is not entirely for the purpose of providing a. 

sinking-fund to cover the obligations of the Philippine Government, 
as you state in your second sentence; is that correct ¥ 

Mr. Luz. Well, we submit that the graduated export tax would de
feat the purpose of the law. The main purpose of the law, as stated, 
is to enable the Philippines to acquire a degree of economic stability 
that would permit the successful operation and security of an inde
pendent nation. It has been demonstrated by representatives of the 
di1ferent interests that it would be impossible for Phi!ippine major 
industries to survive during the last five years of the transition period, 
because the export tax would be so heavy that it would not be profitable 
for them to continue in business. Assuming, therefore, that the last 
five years of the transition period, as provided by the law, would defeat 
the very purpa;e of the act, we are asking that the export tax be re
pealed, not only on the ground that it is unnecessary to provide a. 
sinking-fund for the payment of our public debts and obligations but 
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also, and primarily, because it defeats the very purpose of the law. 
Now, the matter of asking for an additional 10 years, it is true, is a 
compromise to that human inclination to defer changes. But, at the 
same time, we feel that a longer period would be better than a shorter 
one in adjustment of our economic set-up to new conditions and that 
therefore 10 years are better than I) years, and 20 years are better than 
10 years. 

Mr. JACOBS. I will put the question this way: Do you feel that 
another 10 years-will be sufficient for this adjustment! 

Mr. Luz. It would be really very hard to answer that question defi
nitely, but we believe that 20 years are better than 10 years. 

Mr. JACOBS. And during this 20-year period you would have no 
gradual plan for adjustment ¥ You just want 20 years of free trade 
without any plan' . 

Mr. Luz. Without any graduated export tax; perhaps with the 
necessary quota to protect American industries but with no graduated 
export tax. 

Mr. JACOBS. Graduated quotas; that is your proposition rather than 
graduated export taxes! . 

Mr. Luz. Yes, Sir. 
Mr. JACOBS. On page 11, under this third section, second paragraph, 

you refer to your desire for tariff autonomy to help domestic indus
tries. What domestic industries do you have in mind, or does the 
chamber have in mind! 

Mr. Luz. We have several new industries here. For example, we 
have the rubber-shoe industry. At the present moment I am thinking 
of that. We have several other industries that should be protected, 
but at the prese:qt moment I am thinking of that particular industry 
which should be protected from cheap goods coming from Japan. 

Mr. JACOBS. Just how would you protect them if you have free trade 
with the United States! I suppose that as soon as you are given tariff 
autonomy you propose, for protection purposes, to raise your import 
duties. If you have a free-trade arrangement with the United States, 
you are merely increasing the margin of profit which American goods 
have; and, if you continually increase it, would there not be a tendency 
for the American exporters to ship in the very commodities which you 
expect to manufacture in the Philippines in the future, and your own 
purposes would be defeated' In other words~ as long as you have a 
free-trade arrangement with the United States, how can you hope to 
build up particular industries since you cannot keep competitive 
American products out' 

Mr. Luz. We merely refer to foreign goods, and that is the reason 
why we specifically mention cheap foreign goods. We mean to pro
tect our industries from foreign goods, not from American goods 
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. because it would be unnecessary to do that. The cost of production in 
the United States will always be higher than here, and without any 
protection we can always compete with American goods if we want to; 
but it is not our intention to do that. Our worry is to protect our 
industrial goods from the competition of cheap foreign goods, not 
American goods. 

llr. JACOBS. So you are counting on the difference between the cost 
of manufacturing in the United States and in the Philippine Islands 
for your protection in the case of the United States! 

AIr. Luz. Yes. 
lIr. JACOBS. In the following paragraph you state you would like 

to have the Philippine Commonwealth "empowered at once with the 
advice and consent of the Department of State to negotiate and 
work out trade treaties with other nations, in order to enable us to 
promptly divert our trade to new channels, particularly those goods 
that will not be able to survive the imposition of the American 
tariff". In other words, you propose that the Philippine Common
wealth be authorized to negotiate trade treaties. Just what kind of 
proposition would the Philippine Commonwealth be able to put up 
to foreign governments so long as it has free trade with the United 
~tates , What could it offer without limiting American preference! 

Mr. Luz. It would be hard to determine at the present moment 
what sort of arrangement could be made. We have not given study 
to that question. It is just formulated as a general principle. If 
some of our major exports to the United States would be ruined 
because of our inability to compete in the open American market~ 
it is obvious that we should be given opportunity to deviate the ex
portation of such major products to other countries, subject, as I 
said here, to the advice and approval and consent of the Department 
of State, to avoid diplomatic and other complications for the United 
States. 

Mr. JACOBS. I do not think the approval of the Department of 
~tate is so much involved, after all, as the matter of what you could 
offer other foreign governments. As long as you have absolute free 

. trade with the United States, I would like to know just how you 
could offer other countries anything without limiting American pref
erences in this market, and that would run counter to the whole 
arrangement. You would have to say: "If you will buy so much of 
our sugar, we will give you a preference, say, for textiles by a reduc
tion in our tariff duty." You would have to make some kind of offer, 
but the moment you do that you are making an inroad into American 
preference in this market. 

Mr. Luz. I presume that means could be found. The matter is 
so technical and complicated that I do not wish to express an opinion 
about it. 
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Mr. J~COBS. Well, it looks a little difficult on the face of it. 
Mr. ·Luz. Yes, Sir. 
Mr. J~COBS. And I have your last sentence on page 12. Your 

proposition there is that free-trade arrangements be continued for 
10 years in a reciprocal agreement. When do you expect that 10-
year period to begin ¥ What is your proposition' Do you expect 20 
years and then another 30 years W 

Mr. Luz. This is just an additional 10 years after the 10-year 
period, after July 4, 1946, another additional 10 years. 

Mr. RoMERO. Mr. Luz, I would like to get a clarification of your 
answer to one of the questions of Mr. Jacobs where you referred to 
graduated quotas. Did you refer to gradually decreasing quotas of 
our products' 

Mr. Luz. I really did not say graduated quotas. I said "by 
quotas". That statement .was made by Mr. Jacobs; but I had in 
mind not graduated quotas but quotas which could be established 
from time to .time as needs and conditions might warrant. 

Mr. RoMERO. When you say "established from time to time", do 
you have in mind decreasing quotas! 

Mr. Luz. Well, it could be; it should be increasing quotas, though 
it is very hard to determine whether decreasing or increasing. It 
depends upon the interest of both countries. 

Mr. ROMERO. Suppose we had increasing quotas, or even quotas at 
the presQnt level. As soon as the period of free trade ended, how 
would the situation be any better in 1946 ¥ 

Mr. Luz. Well, the implication would be that it would be possiblQ 
to have increased quotas. 

Mr. RoMERO. But would not that make the problem of readjust
ment to the impending situation more difficult' 

Mr. Luz. It would. There is no question about that. 
Mr. RoMERO. At present is it not our problem, especially, to try to 

lessen the blow when the period of free trade ends ¥ Is that not our 
problem precisely' 

Mr. Luz. Yes. 
Mr. ROMERO. Is it your idea, then, that this situation should con- . 

tinue and that at the end of the period of free trade those industries 
dependent on the American market would collapse ¥ 

Mr. Luz. It has been demonstrated by figures that it would not be 
possible for our major exports to survive. 

Mr. ROMERO. So it is your opinion that this extra free-trade period 
for which you are asking would only be for the purpose of postponing 
the inevitable collapse of our industries that are dependent on the 
American market' 
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Mr. Luz. For the purpose of postponing and giving us ample time 
to adjust our economics and to find substitute markets; and that is the 
reason why we are asking for tariff autonomy. 

lIr. RoMERO. But what adjustment could possibly be made if, in
stead of decreased quotas, you are given increased quotas' 

Mr. Loz. That is one matter that I have not studied because it is 
rather a technical question for me. I would prefer not to answer 
that question, whether it is increasing Or decreasing quotas. What we 
want is the determination of quotas in preference to graduated export 
taxes. 

Mr. RoMEllo. You believe, do you not, Mr. Luz, that, in order to 
build a good case for a. prolongation of the period of free trade, we 
should be able to present a. plan for readjustment, so that at the end 
of the period of free trade this collapse of our industries, that we 
are fearing, will not come about' 

Mr. Lt7Z. What is the question' 
Mr. RoMERO. Do you not believe that, in order to build a. good case 

for the prolongation of the period of free trade, we should be able to 
present some kind of a. plan for readjustment, so that when the free 
trade ends these major industries that are dependent on the American 
market would not collapse' 

Mr. Lt7Z. I think so. 
Mr. RoMERO. Do you have any particular suggestion to make to 

bring about that readjustment' 
Mr. Luz. I have no particijlar suggestion to make. 
Mr. RoMEllo. Well, if there is no particular suggestion to make 

about readjustment, on what ground can we base our plea for an 
extension of free trade' 

Mr. Loz. I believe that the question so vital to the Philippines is 
that we have to be organized, and we have to get the assistance of 
the best economists of the world to study the question properly and 
offer the proper solution. The question is so essential to our perma
nent well-being that it is worth while concentrating on this matter, 
devoting all the best efforts and energy to it to find a good solution
a solution that would be acceptable to both the United States and the 
Philippines. As to what that solution should be, it is hard to deter-
mine at the present moment. . 

Mr. RoHERO. Do you not believe, Mr. Luz, that if we appear before 
Congress with a plea for the extension of the period of free trade 
without any plan as to how this necessary readjustment is to be brought 
about, Congress will feel that we are only making it more difficult at 
the end of that extra lO-year period to stop this free trade' 

Mr. Luz. My answer to that question is precisely that we want to 
offer such a plan, a scientific plan. 

82109-38-YoL 2--38 



554 HEARINGS HELD BEFORE ~HE COMMITTEE 

Mr. RoMERO. Do you not believe, then, that until we have that plan 
we cannot very well stipulate what period is necessary! 

Mr. Luz. I think you are right. That 4; the reason why in answer
ing that question about it I said we simply assume that 10 years are 
better than 5 years, 15 years better than 10 years, 20 years better than 
15 years, because it would give us time to study that tremendous ques
tion of adjustment and to formulate a plan that is non-existent. So, 
therefore, the matter of time is not so definite, because it is more or less 
arbitrary. If"" you say 10 years, I might ask why not 15 years; If you 
say 5 years, I might ask why not 10 years. What is needed is a con
scientious, scientific, intelligent plan wherein to base our definite cOn
clusion about it, and it would take time to evolve such a plan and to 
submit it for the approval of both Governments and the people. 

Mr. RoMERO. Do I understand you to say that the Chamber of Com
merce of the Philippine Islands has not even considered any possible 
course to be followed for these necessary adjustments and possibilities! 

Mr. Luz. The Chamber of Commerce of the Philippine Islands has 
thought on general lines--

Mr. RoMERO. May we have the benefits of those thoughts that you 
have in mind! 

Mr. Luz. Well, the Chamber of Commerce of the Philippine Islands 
has thought along general lines, without any specific plan, because the 
chamber is not prepared to present a plan which, as I said, would 
require the best brains of the economists of the world; but we feel 
that we should be given time, because of the vital importance of this 
question, to solve it slowly and very seriously. 

Mr. ROMERO. What are those general lines! 
Mr. Luz. The general lines along which the chamber has conducted 

itself are these: First, we are sure that the imposition of the graduated 
export tax would ruin our major industries. And we are sure of that 
because our products will not be able to compete in the open market 
of the United States. Secondly, we feel, but we cannot explain, that 
10 years are not sufficient to adjust our present economic set-up to 
new conditions and that, therefore, an additional 10 years would be 
advantageous and helpful. 

Mr. DOMERATZKY. In your oral statement you said that the Philip
pines are the best distributing market in the Far East. Do you ha.ve 
in mind actual or potential conditions! 

Mr. Luz. Potential. 
Mr. YULO. Mr. Luz, has your chamber made any study as to the 

total amount of the tariff duties which the Philippine Government 
waives in the importation of American goods in the Philippines! 

Mr. Luz. No, Sir. 
Mr. YULO. Haye you made any rough estima.te of that amount at 

all I 
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Mr. Luz. No, we have not made any. • . ' 
Mr. YUID. Have you made any study as to the proportl?n wh!-ch 

the 40 million dollars of preference which the sugar industry IS gettmg 
bears to the entire revenue of the United States! 

)Ir. Luz. No, Sir. 
Mr. YUID. So, for the moment, you cannot compare the burden 

which is borne between the two people as regards the preferences 
given here in the Islands on American goods and the preferences 
given Philippine goods in the United States. Could you make a study 
of that for our information' 

Mr. Luz. We have not made any study like that. We are guided 
by general information and accepted opinion on the matter. We for
mulate only along general lines. We have not gone to the extent of 
studying individually the different items and phases of this question. 

Mr. YUID. Now, speaking about the little anecdote of that store
keeper and of the son whom he employs as a clerk: Now, suppose the 
other man who was willing to accept a lower salary was a man with
out a family and without any possibility of raising a family, while 
the son was raising a big family and therefore his buying-capacity 
had potential possibilities in the future. Would not that condition 
be taken into account by the father who was the employer of the son, 
even though for the other man he had to pay less' 

Mr. Luz. I think so. 
Mr. DoRFMAN. Do you believe that one's buying-capacity is meas

ured by the number of dependents he has; that is, other things being 
equal, would one who has a number of children buy more than one 
who has none' 

Mr. Luz. Yes, relatively. 
Mr. DORFMAN. Then, why do you have such wide-spread poverty 

in those countries where the families are largest' 
Mr. Luz. Perhaps for the reason that competition is keener, because 

they are overpopulated and they have less opportunities for workers. 
Mr. DORFMAN. Let us make an analogy whil}h is perhaps fairer. 

The son working in the mythical grocery store I spoke of, when threat
ened with discharge by his father, would say: "It is true, father that . , 
you gIve me much more salary than you would have to give anyone 
else, and you would probably gain by discharging me and hiring some
one else. But in the long run you will be better oil by retaining me 
because I plan to have a large family." Might not the father feel that 
if his son were to have a large family, the son might not even be 
satisfied with the large salary he was then receiving and would ask 
for more' Reference was made earlier to the comparison of the 
burdens borne by the Philippines and the United States in consequence 
of reciprocal free trade. Do you believe that it is appropriate, in de-
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termining whether the United States gainS from that arrangement, 
to learn whether the Filipinos are burdened more in consequence of 
this trade than Americans are burdened! It may be that the lot of 
the Filipinos is much worse than that of the Americans, but is the 
Americans' lot improved any in consequence of the Filipinos' lot not 
being very satisfactory' 

Mr. Luz. It is rather hard to give a definite answer to that ques
tion. I would say that the practical result of the free trade is thaI; 
the Filipinos have been benefited considerably-there is no question 
about that. As to whether such benefit has g!ven the necessary or 
required standard of living, that is another question. But nobody 
could deny that the Filipinos have been benefited greatly by free 
trade. -. 

Mr. JACOBS. On page 6, last paragraph, you said: "Almost two 
years of the transition period have elapsed and even our principal 
industries, such as sugar, tobacco, oil, embroideries, and so forth, long 
established upon more or less solid foundations . • ." I want to ask 
whether you include abaca and copra in that! 

Mr. Luz. No; we do not include them because they are admitted 
free in the United States. They are on the :free..list. 

Mr. ROBBINS, Mr. Luz, you said that the problem of adjustment 
in the Philippines to a non-preferential basis with the United States 
is a tremendous- one and one which requires the brains of the best 
economists of the world, and that your organization was not pre
pared to make any definite suggestions to arrive at a program. 

Mr. Luz. Yes, Sir. 
Mr. RoBBINS. However, on page 11 of your brief, you did make a 

definite proposal; second paragraph of the third section. You re
quest tariff autonomy for the main purpose of developing economic 
industries and protecting them against foreign competition, and, I 
believe, in answering one of Dr. Dorfman's questions, you said that 
the per-capita income in terms of goods would be increased by going 
on a high protectionistic basis. 

Mr. Luz. Yes, Sir. 
Mr. RoBBINS, I wonder if any economists in the Philippines have 

so advised your organization. 
Mr. Luz. We were naturally advised by economists before we de

cided to go on record. As to whether we consider such advice as final, 
we are not in a position to say. The question is so vast and compli
cated that it would require the best economic brains of the world 
to evolve a definite plan. In formulating our recommendation, we 
were just guided by general ideas of things that we believe we know. 

Mr. ROBBINS, Were you advised by any professional economist on 
that point' 
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Mr. Luz. I am afraid we have no professional economist amongst 
us here in the Philippine Islands. We were advised by students of 
economy, but not by professional economists. 

Mr. RoBBIlI'8. In answering the question by Mr. Jacobs, it was in
dicated that adjustment would not occur, in the sense of substituting 
another form of production for an existing one, unless there is present 
some force or economic pressure or necessity; is that true' . 

Mr. Luz. Yes, Sir. 
Mr. RoBBDr8. At the same time you indicated that the export tax 

was not an advisable form of applying such pressure' 
Mr. Luz. I said that the export tax, the graduated export tax, 

would inevitably ruin the major exports to the United States. 
Mr. RoBBDr8. Just what export do you include in ilie classification 

of major' 
Mr. Luz. WelI, sugar, of course, first. 
Mr. RoBBDr8. On what basis do you assert that the export tax would 

ruin the sugar industry' . 
Mr. Luz. There are some figures, prepared by the Philippine Sugar 

Association, showing definitely that it would be impossible for sugar 
to compete in the American open market. 

Mr. RoBBDr8. But the export taxes provided in the Independence 
Act are only, at their maximum, 25 percent of the full duty. 

Mr. Luz. Yes, Sir. 
Mr. RoBBDr8. Have you any reason, or any data, on which to base 

the assumption that the export taxes as provided by the law would 
bring ruin to the sugar industry' 

Mr. Luz. According to the figures and data prepared by them, it is 
shown, for example, in the case of major industries, like coconut oil, 
sugar, and tobacco 

Mr. RoBBDr8. Well, coconut oil and tobacco, apparently, are dif
ferent. But with respect to the effect of an export tax, you began to 
speak of sugar. 

Mr. Luz. In the case of sugar-I am not familiar with the particular 
situation of sugar; but I took the figure as given by the Philippine 
Sugar Association as my guide, and it is clearly stated in their figures 
and in their statement that it would be impossible for the sugar indus
try to survive. 

Mr. RoBBDr8. Did you see any figures in their statement as to cost of 
production which would indicate the ability to survive, or were they 
lacking from the statement' . 

Mr. Luz. There are some figures that I have seen-I cannot remem
ber at the present time where-but the argument was to the effect 
that it would be impossible for them to survive. I do not remember at 
the present moment whether that condition would obtain· during the 
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sixth or the seventh or the eighth year, but I am sure that I have seen 
the figures.' 

Mr: ROBBINs. You are referring to certain data which you have 
seen but·which has not been presented to the Committee, because we 
'do not seem to have it. 

Mr. Luz. Perhaps, Mr. Robbins. 
Mr. RoBBINS. Suppose quotas were to be substituted for export 

taxes in certain cases as a means of compelling readjustment, which 
you thought-necessary, then those quotas would have to be decreasing 
in amount, would they not! Therefore, I could not understand what 
you stated to Mr. Romero about increasing quotas and still bringing 
about an adjlllitment. 

Mr. Luz. I amended my statement to Mr. Romero when he pointed 
out that it would be impossible to figure on increasing quotas because 
that would complicate matters instead of solving matters. I said that 
I have a general idea that the setting of quotas would at least be 
bettel- than a graduated -export tax or any tax that would kill our 
industries. . 

Mr. RoBBINS. Do you believe that graduated quotas would be pref
erable to graduated export taxes in all cases ¥ Suppose, for instance, 
you had an industry which, with certain economies and improve
ments in efficiency, might readjust itself to a basis at which perhaps 
a large portion of the trade could survive the imposition of the full 
United States duty. Now, if you had brought about that readjust
ment by gradually increasing export taxes and import duties in the 
United States, some of the trade would still be left. But suppose 
you undertook to bring about a readjustment by decreasing quotas, 
as you proposed, would not all trade necessarily be extinguished' 
That is, would not quotas necessarily destroy the trade as well as 
preferences, and, hence, would you desire to use them so long as 
there was a reasonable possibility that, after a period of increasing 
efficiency, an industry might survive, in part at least, the imposition 
of the United States duties! 

Mr. Luz. Well, we think that it will always be necessary for the 
United States to import a reasonable amount of tropical material 
from the Philippines, especially if free trade is continued, and that 
the decreasing quota would not so a1l'ect the quantity of these im
ported goods as to practically, as you said, annul their imports. In 
other words, the American industries will always take a reasonable 
amount of tropical goods coming from the Philippines, and that. 
would be the basis of the quota. 

Mr. ROBBINS. But the problem -is, From what tropical countries 
should they be obtained, and under what circumstances! That is, 
sugar may be required, coconut oil may be required, and other things .. 



may be required. They may be produced in America or they may 
be ,acquired, may they not, from foreign countries which would not 
have to be given trade preferences in order to obtain them! In 
answering questions by Secretary Y ulo, and also in discussing the 
problem of reciprocity in general with Dr. Dorfman, you seemed to 
indicate that the standard of living and the purchasing-power of the 
American people are so much greater than that of the avenige in the 
Philippines and that the Americans could readily stand the payment 
of a larger subsidy than they receive on their saltlS to the Philippines. 

Mr. Luz. Yes, Sir. 
Mr. RoBBINS. Of course, you realize that the distribution of income 

among Americans is as variable as it is here in the Philippines and 
that our President has pointed out the fact that oAe third of our 
population is ill-fed, ill-housed, and ill-clothed. You have spoken 
of a 4O-million-dollar subsidy on sugar, for instance. Now, last year, 
that was really a little more than 50 million dollars. And. a 50· 
million-dollar subsidy to the families in America having tM very 
lowest standard of living might be an important item, might it not' 
For instance, 48 million dollars would give 12 dollars each to 4 
million poor American families who are now ill-fed; and what would 
12 dollars to a family mean' In America that would purchase 60 
quarts of milk and 60 loaves of bread for each of those families. 
Now, do you still feel the same way, when you realize that there are 
large sections of the American population that are not faring well 
under the present circumstances' 

Mr. Luz. Yes, I still feel the same way, Mr. Robbins. 
Chairman :MA.cM:UlIRU. Are there further questions! (No re

sponse.) Thank you, Mr. Luz. 
(Here follows the printed brief submitted by the Chamber of 

Commerce of the Philippine Islands.1 ) 

On behalf of the American Chamber of Commerce of the Philip
pine Islands are scheduled Mr. Meyer, Mr. Gaches, and Mr. Selph. 

STATEMENT OF MR. P. A. MEYER, OF THE AMERICAN 
CHAMBER OF COMMERCE OF THE PHILIPPINE 
ISLANDS 

Mr. MEYER, Mr. Chairman, as you know, we presented to you a 
memorandum,l and we hardly have anything else to offer; but we 
came here so that if any of the gentlemen would like to ask ques
tions, we could endeavor to answer them. 

<'-'hairman llAcMURRAY. Are there any questions to be addressed to 
Mr.lfeyer! 

'See vol m 
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Mr. W ABlNG. Mr. Meyer, on page 9 of your brief, in the third 
paragraph, you state that "the economic development of the P~p
pines has been based upon the American market, along a higher 
standard of living for these people which in itself has caused higher 
production costs". Do you feel that it is because of a higher stand- . 
ard of living or that it is, at least in part, because of these higher 
production costs, that you have a higher cost of living! 

Mr. MEYER. No, I do not really mean that. As a matter of fact, 
when I say tnEire is a higher standard of living, I do not necessarily 
refer to foodstuffs only. As a matter of fact, you will find. from 
people who have been here for many years to what extent the living 
has improved. I do not know very much from personal experience. 
But you will fihd out that, on account of the schools and for other 
reasons, the Filipinos today spend a great deal more of what they 
earn for clothing, for better housing, for better sanitary installa
tions. It is not necessarily a question of living. That is what I . 
have in mind here. 

Mr. WARING. On that same page you bring out the point: "The 
destruction of Philippine purchasing-power merely to increase the 
purchasing-power of foreign nations, is unjust . . ." But I 
wonder if it would be considered unjust if, by the transference of 
those purchases, the American people could get the same goods on 
better terms or at lower prices! 

Mr. MEYER. This remark is based on the question of reciprocity. 
While the American people pay more to the Philippines for their 
sugar-although I am not familiar with the sugar industry-it 
means that a larger market for the American goods is being estab
lished by the return of this money from the Philippines, not in cash 
but in the comniodities which we buy from them. 

Mr. WARING. That is true. But if in order to sell those goods 
you have, in effect, to give the money with which the purchases 
are made j is it profitable business' . 

Mr. MEYER. It may be. You can establish that only by actual 
figures. The money in the Philippines derived from the United 
States sources does no doubt, as we all know, enable them to pur
chase American goods. Whether sugar particularly offsets all the 
rest, I do not know, but there is no question that it is a factor in it. 

Mr. WARING. Still a merchant who gave funds to a purchaser to 
buy certain commodities from him, could not sfay in business very 
long on that basis, could he ¥ 

Mr. MEYER. Business, the way I look at it, is trading or "barter"; 
I can buy more from somebody who gives me something I can make 
something from, even if there is little difference in the price. If 
I am getting nothing in exchange and I cannot profit by it, I cer-.. 



HEABINGS HELD IN MA.NILA 561 

tainly would not buy. But we have here a question of reciprocity, 
of reciprocal trade relations. 

Mr. WARING. You mention, still on the same page, that ''the export 
of local raw materials not only keeps labor employed, but in many 
cases the American consumer is getting a direct benefit therefrom". 
The benefit to the American consumer would be primarily that he 
could get the products at lower prices there than he could get them 
elsewhere. . 

Mr. MEnu. That is right. 
Mr. WAllING. Now, I assume that in that case, you have in mind 

abaca and copra, for example. 
Mr. MEYER.. Yes, Sir; copra particularly. 
Mr. WAllING. And abaca because we could not get. it anywhere 

else. 
Mr. MEnu. Yes, Sir. 
Mr. WAllING. But the American consumer does not benefit from 

the consumption of Philippine sugar as a consumer, because he pays 
the same price that he would have to pay if he got the sugar from 
domestic producers or from other foreign supplies; is that not true Y 

Mr. MEYER. Well, that may be true, but, as I stated a little while 
ago, 80 far as sugar is concerned, I am not conversant with it. 

Mr. WABINo. Just one more question. On page 11, in the last 
paragraph before the subheading, the brief says: "In the interest of 
the parties referred to, we earnestly hope that the present free-trade 
agreement will be continued indefinitely, without being subject to 
any change." Do I understand you to mean that free trade should 
be continued indefinitely after the Philippines becomes independent' 

Mr. MEYER. Well, that is our request. 
Mr. WAllING. In view of the commercial policy of the United States, 

which has been pursued for a number of years, would your request 
agree with that commercial policy! 

Mr. MEYER. Now, I think I stated in one of the paragraphs here 
that during the last few years a number of reciprocal trade agree
ments between the United States and other countries have been made, 
and this paragraph to which you refer is along the same line. This 
making of trade agreements no doubt has been a policy lately, but 
whether that policy is going to be continued, of course, nobody knows. 
[t all depends on circumstances. 

Mr. WAllING. The trade-agreements program to which you refer 
is based on a fundamental principle of the most-favored-nation 
treatment; and while the United States makes reductions in certain 
rates in its tariff in exchange for reductions made by foreign coun
tries in their tariffs, still those rates are generalized to all other 
countries. They are not exclusive agreements between the two, so 
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far as rates are concerned. When the United States rates are low
ered, the new rates apply to all countries which give the United 
States most-favored-nation treatment. Would such an arrangement 
be beneficial. to the Philippines ¥ 

Mr. MEYER. I am not sufficiently informed on that. My opinion 
on those trade agreements was that the arrangement, wherever ap
plied, would be applied to only one country; it would not be applica
ble to other countries under the most-favored-nation clause. That 
was my underStanding. Of course,1 may have been misinformed, 
but my understanding was that. 

Mr. WARING. The new rates made under the trade-agreements 
program are applicable to all countries, in accordance with the most
favored-nation policy of the United States. 

Mr. MEYER. I thought that in those countries with which these 
agreements were made, where there are certain quotas on particular 
articles, that these agreements were exclusively for those countries; 
and only on the excess above the quotas would the most-favored
nation clause apply. 

Mr. WARING. In a. very few cases, quotas have been resorted to in 
trade agreements, but they have been general quotas in most cases, 
a.pplying to total imports entering the United States; a.ny country 
may ship to the United States at the reduced rate of duty. 

Mr. MEYER. I guess I was not quite familiar with it. 
Mr. WARING. But in your opinion that particular type of arra.nge

ment would not be beneficial to the Philippines under the present 
circumsta.nces ! 

Mr. MEYER. Well, it would not be reciprocity if the .America.n 
goods were shipped to the Philippines free of Philippine duty. Rec
iprocity would mea.n that they also ca.n ship something to the United 
States free of duty. 

Mr. WARING. Reciprocity could also mean that Philippine goods 
could be shipped to the United States subject to certain duties a.nd 
.American goods shipped here subject to certain duties. Both coun
tries might agree to lower certain duties on each side. That would be 
a reciprocal agreement, but the benefits would be extended to other 
countries in both cases. However, that is not what the .America.n 
Chamber of Commerce of the Philippine Isla.nds had in mind! 

Mr. MEYER. No. 
Mr. WARING. They wa.nted an exclusive agreement ¥ 
Mr. MEYER. That is what they wanted; the same as we have had 

up to now. 
Mr. DORFMAN. Mr. Meyer, I am going to ask you only one question. 
Mr. MEYER. That is all right, Mr. Dorfman, if I ca.n answer it. 
Mr. DORFMAN. In reply to a question of Mr. Waring's concerning 

the benefits which the United States obtains from the reciprocal 
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free-trade relations with the Islands, did I understand you to agree 
that by virtue of this relationship the United States gets abaca and 
copra at lower prices than it would be able to get them in the absence 
of such relationship' 

Mr. MEYER. No, I did not intend to say that. 
Mr. DOBFHAN. That could not properly be regarded as one of the 

benefits arising out of this exchange! 
Mr. MEYER. No. 
Mr. DOBFHAN. Then, do you feel that the United States would have 

to pay any higher price for abaca. and copra if there were no recip
rocal free trade' 

Mr. MEYER. In my opinion, Mr. Dorfman, it would not be justified 
because we enter the world market by doing that. 

Mr. DOBFHAN. Then, so far as the purchase of these commodities 
is concerned, the United States gains nothing in consequence of the 
exchange of goods free of duty with the Philippines! 

Mr. Mxn:R. Indirectly, yes. 
Mr. DOBFHAN. How is that' 
Mr. MEYER. I mean indirectly. You take products of the Philip

pine Islands where the Philippines practically is the only and a large 
producer; by entering the United States free of duty, it is very nat
ural that the production cost of the manufactured articles is less, 
and the consumer would be able to get it for less. 

Mr. DORFHAN. That presupposes, does it not, that the United States 
would impose a duty on such articles if they were not produced in the 
Philippines , 

Mr. MEYER. Yes, so it would. 
Mr. DORFMAN. That is problematical, is it noH 
Mr. MEYER. I mean it is indirect. Just as I said, the consumer pays 

more for the finished article if on the raw material the importer pays 
a duty; if the raw material comes in free of duty, the consumer should 
pay less. 

Mr. DOBFHAN. There is no duty on abaca, and the tax on competing 
copra mayor may not be different from the tax on Philippine copra 
after independence. Under existing law there is a. preference in 
favor of the Philippines. Whether that will continue after inde
pendence we do not know. 

Mr. JACOBS. Mr. Meyer, I want to mention something which I be
lieve to be a. correct set of facts and to ask you whether you agree 
thereto and to give your explanation or reason for your belief: namely; 
in Hong.Kong and in Singapore, which are free ports for American 
goods just as Manila is, I have noticed that numerous American com
modities can be purchased at retail at lower price~ome of them at 
considerably lower prices-than in the Philippines. Do you know 
this, or do you agree that this situation is correct' 
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Mr. MEYER. In the first place, I do not know it. 
Mr. JACOBS. In that event, granting that it is correct, can you give 

an explanation or reason' . 
Mr. MEYER. I am not abl~ to say. I think this condition actually 

exi"sts there. There have been cases where the home consumption 
price was higher than the· export price, and the Philippine Islands 
being considered home consumption, on account of the conditions we 
have between the two countries, there is a possibility that the price 
charged there-for export to the Philippines may be higher than the 
one for the other country, like Singapore or Hong Kong, which you 
mentioned. 

Mr. JACOBS. That might be one explanation. Do you know of any 
other! 

Mr. MEYER. I do not know. I know this--not particularly about 
the export of the things we have referred to here-but I do know' 
that some manufacturers have even stated in writing: "We want to 
get your business, and we will charge you any price you can afford 
to pay. Why' Because our plant is so big. It is much larger. 
Our present sales operate so that we can make enough on what we 
sell at certain prices to give it to you for practically nothing, that 
is, for actual cost,.without any profit." 

Mr. JACOBS. If that is true, then American goods in this market 
probably could stand some degree of diminution of the preferences 
which they now enjoy j it would mean less profits, but profits could 
still be made. 

Mr. MEYER. It is a question whether they, have certain outlets 
which cover the cost and let them have a profit. Their manu
facturing facilities are on a much larger scale, and they can keep 
going even when they ship to only one or two places. 

Mr. JACOBS. One other question. Toward the end of your brief 
you mentioned two subjects: "The discrimination against American
citizens resident in the Philippines" and "The discriminatory burden 
upon the Philippine market for American goods and upon the 
American market for Philippine goods". Just what would you 
expect this Committee to do about these matters' 

Mr. MEYER. Well, in the first place, it taxes American trade. If 
an American goes to the United States he has to pay an income tax 
on the profit in the United States, and he has to pay the full profit 
in the Philippine Islands. Now, regarding this section of our brief, 
Mr. Selph, who is our counsel, will be glad to answer questions. I 
prefer to have him answer these questions, because he w~ one of 
those who prepared the brief. Mr. Selph is here. If you would 
like to have him come here, no doubt he will be glad to do it. 
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Mr. RoXAS. Just one question, Mr. Meyer. With regard to this 
levy on profits paid on goods sold in the United States, does that 
apply to sugar sold by centrals, for example, in the United States' 

Mr. MEn&. I could not tell that, Mr. Roxas. 
Mr. RoXAS. Would Mr. Selph answer that! 
lfr. Ml:Yu. Probably, he may be able to do so. I would like Mr. 

Selph to answer that. 
Mr. RoXAS. Mr. Chairman, may I ask Mr. Selph' 
Ch8.irman MAoMUlIRAY. It would perhaps simplify the proceedings 

if we have Mr. Selph come to the witness stand. Would Mr. Selph 
be willing to testify' 

Mr. MEYER. Just as you say; I would like to have him testify. 
Mr. SELPH. Yes, Sir. 

STATEMENT OF MR. EWALD E. SELPH, OF THE AMERI
CAN CHAMBER OF COMMERCE OF THE PHILIPPINE 
ISLANDS 

Mr. RoXAS. Mr. Selph, you heard my question. Will you please 
answer it' 

Mr. SELPH. Yes, Sir. The latest decision on taxation by the United 
States Government on the sales of sugar by sugar centrals is the 
Hawaiian-Philippine Company's case. In that case it was held that 
the di1ference between the market price of sugar as it left the Philip
pine Islands and the selling price in New York or other port of 
delivery, less freight, insurance, handling, and commission, was 
taxable by the United States Government. .+ 

lIr. RoXAS. Irrespective of the nationality of the person who deals 
in such commodities' 

Mr. SELPH. Irrespective of the nationality. Now, the 1936·Reve-
• nue Act has a special provision to the e1feet that non-residents and 

foreign corporations not engaged in business in the United States 
and having no office or place of business therein can transact business 
in the United States in stocks, commodities, or securities through a 
broker, commission agent, or custodian and those transactions are not 
taxable. 

Mr. RoXAS. Therefore, the sugar-exporters who have no office in the 
United States are not liable to the tax. 

Mr. SELPH. That is the present ruling. 
Mr. RoXAs. How about the producers of coconut oil-the pro

ducers of coconut oil here who sell in the United States' If the cor
poration is a United States corporation and therefore has an office in 
the United States, would it be liable to tax! 

Mr. SELPH. If it has an office in the United States. 
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:Mr. ROXAS. If it is an American corporation-"-' 
:Mr. SELPH. American corporations have to pay United States in

come tax no matter where they are located. 
:Mr. RoXAS .. How about the man who sells copra in the United States 

from the Philippine Islands, would he pay a tax in the United States 
if he has no office there ! 

:Mr. SELPH. You mean income tax! 
:Mr. RoXAS. Yes. 
:Mr. SELPH. -Under the present ruling, if he transacts business 

through a commission agent or broker, he does not pay income tax on 
profits made. 

:Mr. RoXAs. How about the Americans who have stocks in a Philip- . 
pine corporation! Do they have to include the dividends that they 
receive from the corporation in the income-tax return in the United 
States! 

:Mr. SELPH. Under the present law there is a section that provides 
that if a certain percentage of the total income is from the Philippine 
Islands and 50 percent of it from a trade or business, they would not 
have to pay a tax on all dividends from Philippine corporations. 

:Mr. DORFMAN. Have American residents in the Philippines paid 
any large amount to the United States Government as taxes! 

:Mr. SELPH. Well, that all depends on what we call a large amount. 
There are a few Americans resident here who pay considerable sums 
of money to the United States Government on dividends, particularly 
from mining operations. 

:Mr. DORFMAN. In point of tax on income, how have Americans 
here- been taxed as compared with Americans residing in the United 
States! 

:Mr. SELPH. On total income, I should say less. 
:Mr. 'DORFMAN. Very much less! 
:Mr. SELPH. So long as they fulfil the requirements of this section, . 

I would say so; yes. 
:Mr. DORFMAN. Do you believe that there is any less reason for 

Americans resident in the Philippines to pay a given fraction of 
their income to the Government in the form of an income tax than 
there is for Americans resident in the United States to pay corre
sponding taxes on their incomes' 

:Mr. SELPH. Well, that is perhaps a political or economic question, 
as it has nothing to do with the legal question. But this law was 
passed with the idea of putting the Americans on the same footing 
with nationals of other countries in the Philippines competing and 
doing business in the Philippines. ' 

:Mr. DORFMAN. In order to enable them to be taxed on the same 
terms as nationals of other countries doing business here, do you 
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feel that it would he appropriate that they be taxed, if need be, at 
& lower rate than Americans resident in the United States' 

Mr. SELPH. Well, I did not make the law, but that was the idea 
of Congress at the time this income-tax law was amended. 

lIr. DoJIFHA:M'.' Are Americans resident in the Pliilippines obtain
ing less benefit from the income-tax receipts than Americans residing 
in the United States' 

}fro SELPH. Well, that is a little hard to answer. Americans here, 
I suppose, get as much of the benefits of the United States Govern
ment as those who are residing in any other part of the world. 

_ Mr. Donnu:M'. Well, if the Americans in the Philippines get as 
, . much benefit from the services provided by the Federal Government 
" . as the Americans resident in continental United States, is there any 
... reason why the residents out here should shoulder any less burden 
-' than those in the United States' 

• • }fro SELPH. The only reason is the promotion of trade in the Phil-
ippine Islands in competition with nationaIsof other countries. 
They do not pay tax to the United States Government at all. 

}fro DoJlFJUlf. If the Americans had to give up a larger share of 
the profit they made on the trade out here than non-Americans liv
ing out here, do you feel that that would lessen the amount of the 
trade between the United States and the Philippines' 

}fro SELPH. I am not in a position to say, but we have been asked 
to present amendments to the law which would take care of that 
situation-that as long as this is American territory, as long as there 
is relationship and reciprocal trade and Americans do business here, 
they should be able to compete on equal terms with nationals of all 
other countries. For instance, a German who might have come here 
and bought, say, San Mauricio mining stock at 10 centavos a share 
and sold it at P4, why, with this profit he could go away without 

• paying any tax to the United States Government. But if he were 
an American, he would be afraid to sell his stock at that price. He 
would have to pay the United States Government between 70 and 
80 percent of the profit or watch it drop in price until it reaches a 
few centavos, as many have. 

}fro DoRI'HAN. Isn't discrimination of that type common through
out the world' For example, I, as an American, might buy some 
American stock at 12 and sell it at 20, and I would be obliged to 
pay an income tax to the Government on the amount represented by 
that spread, as though it were income. Whereas a. Canadian living 
just across the border, buying the same kind of stock, is not so taxed. 
Do you not think that there is a discrimination ,against the American 
purchaser in that case' 

}fro SELPH. I do not know. I think it would be. Our only point 
of view on that is that so long as the United States has taken over the 
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Philippine Islands with the idea of bringing them up iIi the way 
they should, go, and having developed American business here, the 
American businessmen must have some way of competing on equal 
terms with other nationals living here. 

Mr. DORFMAN. When you say on equal terms, do· you mean to say 
that the tax on their profits should be the same ¥ 

Mr. SELPH. To a certain extent, yes, because the German, the Span
iard, the Russian who have come here do not pay tax to the United 
States Government. 

Mr. DORFMAN. Does he pay tax to his own government' 
Mr. SELPH. No. 
Mr. DORFMAN. Are you sure that no foreign resident pays & tax· 

to his government '. 
Mr. SELPH. If they do, I never heard of it. 
Mr. DORFMAN. Po not the Canadians have to pay taxes the same 

as the Americans ¥ 
Mr. SELPH. Yes, in Canada. 
Mr. DORFMAN. Is a Canadian who is resident here obliged to pay 

& tax to his government' 
Mr. SELPH. I do not know if he has to. I know Englishmen and 

other British subjects who are out of their country over six months 
do not pay a tax to the United Kingdom, nor do they pay any tax 
on capital gains. 

Mr. DORFMAN. If they stay less than six months, then they must 
pay a tax to their government' 

Mr. SELPH. So long as they are out of their own country for a 
six-month period. 

Mr. DORFMAN. It is not true, is it, that the Americans in business 
out here are the only ones who are taxed by their governments' 

Mr. SELPH. No; I never said that. 
Mr. DORFMAN. Would your plea be that the United States Govern

ment so arrange the tax that it would be the same as that which other 
foreigners out here pay I That is, should we inquire of other gov
ernments what they do in respect of taxing their nationals here or 
should we arbitrarily decide what to dol 

Mr. SELPH. That is a matter of policy. We have recommended 
what ought to be done in connection with that. I suppose it would 
be possible to frame a law along those lines. But the point that was 
made here by the Chamber of Commerce was simply that the United 
States tax on the business done here, so long as there is free-trade 
relationship, should not be more than the tax on the foreigners. 

Mr. DORFMAN. So long as the United States Government's whole 
expense of operation has to be borne by the taxpayers, then, if we 
exempt taxpayers out here in order that they should not be taxed 
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more heavily than other nationals, we would pin' Be have to increase 
the load on Americans resident in the United States. 

Mr. SELPH. It is so small proportionately that it would not make 
enough difference to be noticeable in the total revenue of the United 
States, but it does make a big difference to the individuals who are 
bere. 

Mr. DORFHAN. I wonder if that would be sufficient reason for ex
empting them' Carrying it further, we might exempt bassoon play
ers because of the burden on them. 

?tIr. SELPH. That might not be enough reason for exempting them. 
Mr. DORFHAN. Have the Americans out here paid any large amount 

in recent years to the Federal Government in income taxes that you 
know oft 

Mr. SELPH. I say the amount of tax paid would be, comparatively, 
a small fraction of the percentage of the total tax collected by the 

. United States Government. One thing more I would say: There is 
a section of the United States Revenue Act which, like all tax law~ 
made by Congress, needs some interpretation, I believe. And the 
Chamber of Commerce has mentioned that in its statement. Goods 
bought in the United States and sold in the Philippine Islands are, 
according to law, subject to tax, to income tax, in the United States. 
Now, goods bought in other countries and sold here are taxable only 
in the Philippine Islands. This provision is discriminatory. Much 
difficulty is involved in trying to figure out the profits from sales of 
United States products here. The tax is so difficult to figure out 
that there has been one company in New York trying for one and a 
half years to figure it out. You take all your costs in the Philippine 
Islands, plus the selling price of the goods plus the original cost of 
the goods, as & denominator, the costs in the United States as a 
numerator, then figure out whether you make any profit or not, and 
then take the percentage of your profit allocated to the United States, 
which places some burdens on the cost of the products in the United 
States. 

Mr. DORFHAN. Do you feel that the tax on the profits made on 
American goods sold out here is being shifted back to the suppliers 
of these goods, that is, can you shift a tax on profits. 

Mr. SELPH. Well, I suppose you could. 
Mr. DORFHAN. Well, then, the Americans who have to pay an in

come tax on profits could avoid the burden by shifting it to someone 
else, if that was the case' 

Mr. SELPH. That is possible if you knew about it in time, but the 
difficulty over here is that we have not had any representative of the 
Bureau of Internal Revenue until last year. Now, they are trying 
to collect 20 years back, and that is unfair and it is very hard to 

82109-38-vol. 2--37 
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calculate, and some people have lost. that market basket you men·
tioned, two or three times in the last 20 years. 

Mr. DORFMAN. Well, as you know, our Government tries to be a 
partner with only successful merchants r 

Mr. SELPH. I notice that. 
Mr. DOMERATZKY. Mr. Selph, in answering Mr. Dorfman in regard 

to the taxes to which foreigners are liable in their own country and 
on business in the Philippines, was it your understanding that the 
Germans did· not have to pay any taxes to their Government' 

Mr. SELPH. I have never heard of them paying any tax. 
Mr. DOMERATZKY. Did you consider the handicaps under which a 

German operating in the Philippines is working in connection with 
the importation of goods from Germany, and also what is likely to 
happen to him economically if he goes back home' 

Mr. SELPH. Well, I have not gone into any detail concerning that, 
but I know that they are bringing in goods here and selling them, and 
they are doing business here. 

Mr. DOMERATZKY. In the first place, a German cannot get -anything 
out of Germany without an extra license. He has to apply for a 
license before he is allowed to export, and if he is granted a license 
he has to turn over any foreign exchange that he realizes in the 
transaction to the State Bank in Germany and he gets credit in 
marks; then, if he wants to buy from foreign countries in exchange, 
he has to apply for exchange. 

Mr. SELPH. I think most of the Germans doing businesS out here 
do not have to go through all that red tape. 

Mr. DOMERATZKY. But are they German citizens ¥ 
Mr. SELPH. They do not have to do all that because the goods are 

shipped over here and they are handled here. As for what you say 
about exchange, once the goods are shipped here, I believe they have 
no more trouble with their own Government. 

Mr. DOMERATZKY. I am afraid that is not correct, unless the Ger. 
mans make an exception in the case of the Philippines. But that is 
not the German law in regard to foreign trade. 

Mr. SELPH. Still, he does not pay anything to the United States 
Government, and I do not know whether he pays anything to his own 
Government. 

Mr. JACOBS. Mr. Selph, as I asked Mr. Meyer in connection with 
these two points-one about income tax and the other on profits
just what has this to do with this Committee' 

Mr. SELPH. The only connection that I can see is simply this: 
If there is to be some reciprocal trade arrangement, as long as it 
exists here, there should not be too many obstacles put in the way 
of developing the American trade and selling American goods in 
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the Philippines. In other words, there is a feeling today that if 
there are to be these arrangements made between the Philippines 
and the United States, there ought to be some provision made so that 
the American businessmen who have developed a business here could 
compete on the same grounds as the nationals of other countries who 
are operating here and pay no taxes to the United States Govern
ment. And on the item of putting tax on goods that are purchased 
in the United States and sold here, I do not think there is an awful 
lot of money accruing to the United States; but there is an awful 
lot of bookkeeping and a lot of trouble trying to figure it out. 

Chairman MAcMUBBAT. Are there further questions either for 
Mr. :Meyer or for Mr. Selph' By the way, does Mr. Gaches propose 
to speak, 

Colonel McDONALD. Has the American Chamber of Commerce of 
the Philippine Islands prepared any definite plan of gradual eco
nomic readjustment which would operate to relieve the American 
consumer of the premium which he now pays for Philippine prod
ucts, such as he pays in the case of purchasing Philippine sugar' 

Mr. SELPH. I do not think they have; I doubt it very much; per
sonally, I am not in the sugar business, but it was stated here that' 
there is a premium of $40,000,000 on sugar and that sugar can be 
purchased cheaper somewhere else. But I do not believe that the 
beet-sugar industry in the United State is going to stand idly by 
and let prices go down to what it might be figured without benefit of 
duty. But no plan has been proposed on that because nobody has 
ever figured that there is going to be a saving of $40,000,000 if this 
comes true. 

Colonel McDONALD. I do not mean only in the case of sugar. 
Mr. SELPH. Well, it is the same with anything else. 
Chairman lt1AcMUBBAT. If there are no further questions, then 

that concludes the hearings on the brief of the American Chamber 
of Commerce of the Philippine Islands. 

(Here follow the printed brief and memorandum submitted by 
the American Chamber of Commerce of the Philippine Islands.1 ) 

We will adjourn until this afternoon, at 3 o'clock p.m., to hear the 
comment upon the supplementary brief of the Philippine-American 
Trade Association. 

'See voL In. 
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SENATE CHAMBER, LEGISLATIVE BUILDING, 
MANILA, PHILIPPINE ISLANDS, 

Monday, September W, 1937. 

The hearing before the Joint Preparatory Committee on Philippine 
Affairs was resumed at 3 o'clock p.m., on Monday, September 20, 
1937. 

Present: 
The Honorable J. V. A. MAcMUllRAY, Ohaimwn,. 
The Honorable JosE YULO, Viae Ohairman,· 
Mr. JOSEPH E. JACOBS, Viae Ohairman; 
Mr. CONRADO BENITEZ; 
Mr. LoUIS DOMERATZKY; 
Mr. BEN D. DORFMAN; 
Mr. JOAQUIN M. ELIZALDE; 
Colonel DONALD C. McDONALD; 
The Honorable QUINTIN PAREDES; 
Mr. CARL B. ROBBINS; 
The Honorable JosE E. ROMERO; 
The Honorable MANUEL L. ROXAS; and 
Mr. FRANK A. WARING. 

Chairman MACMUIlRAY. We will resume our hearings supplemental 
to the brief 1 of the Philippine-American Trade Association repre
sented by Mr. Horace B. Pond. 

STATEMENT OF MR. HORACE B. POND, REPRESENTING 
THE PHILIPPINE-AMERICAN TRADE ASSOCIATION 

Mr. POND. Mr. Chairman, Gentlemen of the Committee: I first 
came to the Philippines as a humble employee of the Philippine Gov
ernment in 1902, more than 35 years ago. The steamer on which I 
arrived anchored in the harbor, for then there were no piers at Manila; 
in fact, where the present piers join the shore were then the waters 

1 See vol. III; see also the recommendation of September 7, 1937, annexed to 
the proceedings of this meeting, flost, p. 603. 
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of Manila Bay. I went by launch to the usual landing place on the 
Pasig River. There I took a horse-drawn vehicle which transported 
me over dirty, narrow, poorly paved streets to what was then Manila's 
finest hotel; it was a bam-like structure. The Manila Hotel did not 
then exist, for where that now stands was then part of Manila Bay. 

Around the walled city, where now are sunken gardens and recrea
tion grounds, there was then a filthy moat. Taft Avenue, Rizal Ave
nue, Dewey Boulevard did not then exist. Then there were none of 
the imposing buildings which now grace Manila. 

There were no roads worthy of the name outside of Manila and 
the principal towns. The only railroad in the Philippines ran from 
Manila to Dagupan. Baguio was merely the name of a place in the 
mountains, taking several days of difficult travel to reach. 

Travel by steamer was slow and uncertain; it then took about two 
days to travel in discomfort from Manila to Cebu or Iloilo. 

When I arrived in Manila a severe cholera epidemic was raging; 
throughout the Philippines thousands of people were affiicted daily. 
Where the Philippine General Hospital. now stands were shacks 
which were used as a cholera-isolation camp. Bubonic plague was 
not uncommon. A large percentage of the people showed evidence 
of having been affiicted with smallpox. The rate of infant mortality 
was very high. 

There were few schools in the Philippines; even primary education 
was available to but a very small part of the population. 

When I contrast the conditions which then prevailed with condi
tions as they are today, it is difficult for me to realize that the remark
able changes which have taken place could possibly have been wit
nessed by anyone in a single lifetime. 

Now schools are to be found in almost every town and barrio, no 
matter how remote. Cholera, bubonic plague, and smallpox have been 
eliminated; at least, there are no epidemics of those dread diseases. 

Thousands of miles of well-paved roads have been constructed 
throughout the Philippines. Fine modem buildings have been erected 
for Government and private use, not only in Manila but also in the 
provinces. Water systems have been installed in many towns. 

These remarkable changes were made possible principally by one 
thing-free trade with the United States-by providing an outlet 
for those products which by reason of soil and climate the Philippines 
can produce. 

From 1902 to 1909 Philippine external trade stagnated. Although 
the United States during that period granted to Philippine products 
a duty preference of 25 percent, that was of little avail, for Philip
pine shipments to the United States were actually less in 1908, the 
year before free trade began, than they were in 1902, when the duty 
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preference was granted. The economic foundation for an adequate 
expansion of the services of government and for doing so many of 
those things which were essential to the welfare of the Filipino people 
was completely lacking. 

Free trade with the United States, which began in 1909, changed 
all this. Philippine production increased by leaps and bounds as 
more and more was produced for sale abroad. The increase in pro
duction was, however, almost entirely of goods for shipment to the 
United States. In 1908 exports to foreign countries amounted to 
$22,150,317; iii -1936,28 years later, they were $28,150,127, and even 
this was a substantial increase over the years immediately preceding. 

On the other hand, in 1908 shipments to the United States amounted 
to but $10,450,755; in 1936 (exclusive of gold) they amounted to $107,-
524,726. Of this latter amount only about $16,500,000, or about 15 
percent, was for goods which are on the free-list of the Uuited States 
tariff; in other words, 85 percent of that amount was for goods which 
are dependent on free trade with the United States. 

This large increase in production as a result of free trade with the 
United States provided a base for taxation which gave to the Gov
ernment the funds for making here those remarkable changes which 
I have outlined. Thus from 1903 to 1908, in keeping with external 
trade, the revenue of the Central Government stagnated; in 1903 it 
was $10,757,456, and five years later, in 1908, $10,899,261. In 1936 
the revenue of the Central Government was $36,205,451. 

The revenues of provinces, municipalities, and cities increased even 
more; in 1908 their revenues were $6,799,298; in 1936, $34,926,238. 

In 1908 the total revenues of the Government and all subdivisions 
thereof were $17,698,560; in 1936, $71,131,689. 

What this has meant to the Filipino people is well illustrated by 
the progress which has been made in the field of education. In 1908 
the total expenditures of the Central Government for education were 
but $1,934,057; in 1936 they were $8,734,507. In 1908 total expendi
tures for education, including those made by cities and towns, were 
$2,563,558; in 1936, $13,383,968, or more than the entire revenue of 
the Central Government in 1908. 

In 1908 the average attendance in public schools was 270,000, and 
this was seven years after the first group of American teachers 
arrived; it is now 1,330,000. 

In 1908 there were 7,554 teachers, mostly poorly trained and 
practically all poorly paid; in 1936 there were 27,855 teachers in the 
public schools. 

But even with this remarkable growth, literacy in the Philippines 
is estimated at but 50 percent, while Filipino educational authori
ties estimate that only 40 percent of the children of school age are 
actually in attendance. 
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Twenty-five percent of the total expenditures of the Philippine 
Central Government is now for educational purposes. What. will 
happen if the Philippine economic foundation-free trade with the 
United States-is prematurely destroyed can well be imagined. 

What has taken place in the field of education is typical of the 
expansion of all services of the Government. 

Free trade with the United States has done much more than pro
vide the Filipino people with more and better services of govern
ment; it has also materially raised their level of living. The Philip
pines is a tropical country, and its production primarily agricultural. 
){ost of those essentials for a higher level of living are not, or cannot 
be, produced here; they must be imported. Philippine agricultural 
products are exchanged for those essentials, which principally are 
secured from the United States. As exports increased, so imports 
increased, and thus the level of living was raised. Here are a few 
examples: 

The desire for better and a greater variety of foods resulted in an 
increase in imports of foodstuffs (excluding rice) from $4,884,609 
in 1908 to $22,408,789 in 1936. 

Imports of iron and steel and their manufactures, a sure indica
tion of progress, increased from $2,087,588 in 1908 to $16,015,804 
in 1936. 

Imports of paper and its manufactures, an indication of progress 
in education, increased from $646,693 in 1908 to $3,916,557 in 1936. 

In 1908 total imports (exclusive of rice) amounted to but $23,633,-
549; in 1936, to $98,188,857. 

A fine example of what the ability to exchange exports for im
ports can do for a people is canned milk, used principally here for 
feeding babies. In 1908, 4,147,423 pounds were imported; in 1936, 
more than 41,000,000 pounds. This increased use of canned milk has 
been a large factor in the reduction of infant mortality. 

The application of export taxes and of United States duties to 
Philippine products will, based on the figures for 1936, cause a de
cline in Philippine exports of about 60 percent. This in turn will 
cause a corresponding decline in imports, with the result that on a 
per-capita basis they will actually be less than in 1908, the year be
fore free trade began. The only methods by which such a decline 
might be offset are to find new markets or to increase sales to 
present markets of products now produced; to develop new export 
industries; or to produce locally many of those essentials of the 
present level of living which are now imported. None of these 
methods can, however, afford much, if any, relief, for the time is 
far too short and such progress as may be made is not likely to 
much more than offset the increased demands as a result of educa
tion and of the normal growth of population. 
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The large reduction in imports which must follow the end of free 
trade with th~ United States can therefore result only in a substan
tiallowering of the level of living of the FilipinQ people. 

The members of the Philippine-American Trade Association, rep
resenting many varied interests, believe, therefore, that the export 
taxes provided for in the Tydings-McDuffie act should be' repealed 
and that free trade between the United States and the Philippines, 
with present or other reasCilnable quantitative limitations, should 
be continued indefinitely. They alSQ believe that unless changes are 
made in the provisions of existing law to this effect, not only will 
the United States lose in the Philippines a valuable market, actu
ally and even more potentially, but also the Philippines will experi
ence a disastrous economic and social collapse. 

Chairman MACMURRAY. Ate there questions w be asked of Mr. 
Pond 9 

Mr. WARING. Mr. Pond, at the very beginning of the brief, in your 
statement entitled "Fundamentals", a point is made which you also 
made in your statement to the Committee just finished, that the ex
port taxes should be repealed. From the standpoint of the adjust
ment of Philippine economy to a position independent of preference 
in the United States market, what would be the value of a longer 
period if no readjustments were provided for by law! 

Mr. POND. Under the present law, there are definite quantitative 
limitations on certain products. Demands are increasing as a result 
of education and as a result of the growth of popUlation. There can 
be no expansion whatever because of the quantitative limitations of 
the Tydings-McDuffie act. For example, in the case of the sugar in
dustry, no money will, therefore, in the future go into the industry, 
but instead the. profits of that industry will be invested elsewhere. 
Unfortunately, during the last two years, as a result of the mining
share boom, they have gone to the mining industry to a considerable 
extent; but that seems to be over for the moment. At any rate, I 
believe, considering these quantitative limitations here and there, 
that is, as they are, the Philippines will simply be forced to develop 
new industries not only because the capital available must go into 
new industries but also w take care of the steadily increasing popu
lation. In other words, while wday approximately 50 percent of the 
total production is exported, and the loss of free trade with the United 
States, based on the figures of 1936, would result in the reduction of 
our exports by about 60 percent, that might not be true fifteen or 
twenty years from now. In other words, if you allow a sufficiently 
long period of time, there will be new industries automatically devel
oped here, including local industries for the production of those many 
things now imported; so that adjustment will automatically take 
place. 
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Mr. WARING. You have in mind when you say, "adjustment will 
automatically take place", that the export products which are now 
dependent upon free entry into the United States market would be 
relatively less important in Philippine economy because they are 
limited in the quantities that can be shipped; still the new industries 
which might be developed in the period you mention might also find 
themselves at the end of that period dependent upon free entry into 
the United States. • 

Mr. POND. That is also true, except that I presume that all efforts 
here would be made to prevent the development of such industries, 
that is, assuming that it is necessary to terminate free-trade relations. 
That is an assumption that should not be made. 

Mr. WAllING. Assuming that it is one that is being made by some, 
would it not be true that such industries as sugar, coconut oil, cigars, 
and embroideries, even though they become a less prominent part of 
Philippine economy, would still have the same severe adjustment to 
make' 

Mr. POND. They would have the same severe adjustment to make, 
but it would not have relatively the same effect that it has at the 
present time or at any time within the next ten years. 

Mr. W Allum. Also in your brief you recommend "That free trade 
between the United States and the Philippine Islands, with present 
or other reasonable quantitative limitations, be continued indefinitely 
after July 4, 1946". If continued indefinitely with only qUa.J1titative 
]imitations, there would be, as you have said before, no particular 
incentive for those industries to reduce production below those 
quantitative limitations. 

Mr. POND. Certainly not. 
lfr. WARING. The brief which you submitted, then, contemplates, 

does it not, the continuance of something like the present relationship 
indefinitely, even after the Philippines achieve political independence@ 

Mr. POND. It does. 
Mr. WARING. And that is, as has been pointed out before, in direct 

contrast to the general commercial policy of the United States ¥ 
Mr. POND. It may be in direct contrast to the general commercial 

policy of the United States; but it is my contention that the United 
States, having developed here a relationship, economicaHy, which can 
only result in disaster if it is too quickly terminated, should pro
vide an outlet, regardless of political relationship; and that the 
United States itself is contemplating such a thing is shown by the 
reciprocal trade agreements which are now being entered into and 
which, while affirming the most-favored-nation clause, nevertheless 
provide specifically for the exemption of the trade between the Phil
ippine Islands and the United States, regardless of the political rela
tionship. Furthermore, that was recognized by many nations in the 
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London Sugar Conference, at which time there was a definite un
derstanding to the effect that, regardless of the most-favored-nation 
clauses in commercial treaties, they should not apply to the trade 
between the United States and the Philippine Islands. 

Mr. W AlUNG. Assuming for the moment that your position is cor
rect, that the present period is inadequate to give the Filipino peo
ple an opportunity to make necessary adjustment, and also assuming 
that the Government may have in mind some more adequate period 
than the present· one, would not the adjustment of Philippine econ
omy to a position independent of preferences be brought about more 
expeditiously if some restrictions, other than mere quantitative ones, 
weraplaced on Philippine exports during the period of adjustment, 
whatev~ that may be ~ 

Mr. POND. That possibly is true. On the other hand, if the pres
ent trade relations between the two countries must end, and I for 
one believe that they should not end, then I still believe that they 
should stand indefinitely, because who today can tell how rapidly it is 
going to be possible for the Philippines to adjust their economy W I 
believe that an agreement can be made between the two Governments 
by which every effort would be made to accomplish that purpose; 
but we know that the establishment of new industries takes time, 
takes capital. There is going to be a great deal of experimentation. 
In fact, in the case of sugar, for example, although free trade be
gan in 1908, it took the Philippine sugar industry about 14 yeard 
before shipments to the United States increased. There is a chart 
which shows the physical volume of the principal exports. No one 
can say today how long it will take to develop new industries. It 
takes time; and if they must be terminated it seems to me the better 
way would be to say: "All right, they should go on indefinitely," 
but with some provision, perhaps, for a notice of 5 or 10 years' 
time within which it should be terminated, that notice to be given 
when you see that sufficient progress has been made to justify sever
ing the relation. 

Mr. WARING. Would it not be better, from the standpoint of ad
justment, assuming that a satisfactory period could be determined 
upon, to have it definitely understood as to the length of that period 
and the terms under which the trade should be regulated during that 
period, than to leave it indefinite with a possibility of the favorable 
relationship being terminated on 5 or 10 years' notice' 

Mr. POND. Well, of course, it exists today. There are only 7 or 8 
years left. So that if you carryon the period to 10 or 15 or 20 years 
and progress is made so that the relationship could be terminated and 
at the same time avoid an economic collapse, then the additional 5 
years should be an acceptable time in which to make the necessary 
adjustment. 
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llr. WARING. It is your belief, then, that if free trade could be 
continued for an additional period of 10 years or so under approx
imately the present terms, without any restrictive measures whatso
ever, sufficient adjustments would be made in Philippine economy, 
so that shortly thereafter the preferences might be terminated with
out injury, 

Mr. POND. I agree with that except that I do not agree with 10 
years, because I think it will take a very much longer- period of time 
to develop new industries and to make adjustments. 

Mr. WARING. Ten years in addition to that provided in the act ¥ 
Mr. POND. Yes. 
Mr. WARING. And this adjustment of Philippine economy will be 

brought about automatically without any restrictive measu~ to force 
them to do so, 

Mr. POND. I think the particular industries would continue more 
or less at their present level, and the fact is that they had to do so 
because of the quantitative limitation in the act; but as time goes on 
they will gradually assume less importance, relatively, in Philippine 
economy. Today they are almost overwhelming. You cannot knock 
out 60 percent of the exports overnight without having a collapse. 
That might be a different story 15,25, or 30 years from now. 

Mr. Yuw. Do I understand from you, Mr. Pond, that without 
free trade with the United States, the economic condition of the 
Philippines would revert back to that of 1908 ¥ 

Mr. POND. No, I did not say that. I said that the imports would 
naturally drop back where they would be less per capita than they 
were 25 or 30 years ago, before free trade began. Obviously, the 
Philippines has increased the production of more of the things that 
they consume than they did at that tinie. Nevertheless, it would 
mean a definite dropping of the level of living, because the level of 
living today is sustained by imports of those things· which are not 
or cannot be produced here at the present time. So that the economic 
readjustment that has got to be made is not only in the development 
of new industries or new markets for the present industries, but also 
in the development locally of the production of those things which 
are essential to the present level of living. That also is going to take 
time. 

Mr. Yuw. What do you think will be the effect of that situation 
to the services at present given by the Government to the people 
of the Islands' 

Mr. POND. They inevitably will have to be greatly reduced. I do 
not see how it will be possible to maintain the present system of 
government when the very basis of taxation is largely destroyed. 

Mr. Y uw. How about the relation of this to the ability of the 
Government to sustain an independent government' 
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Mr. POND. Well, that, of course, is coming to the political field a 
little bit, but, when one considers the additional expenditures for 
defense, maintenance of foreign services, and so forth, further re
strictions will be required to meet those expenses. 

Mr. YULO. Your idea, then, as to the modification of our free
trade arrangements would be that it should contain also some means 
whereby we may prevent the creation of 'new industries that would 
be dependent on free trade' 

Mr. POND. If-the present trade relations are ultimately to be ter
minated; of course, I contend that they are mutually advantageous 
and that they will become increasingly so as a result of education 
and the growth of population. Furthermore, it must be considered 
that the trade with the United States as to those products, at least. 
which have counted so much in our total export trade, is limited, and 
being limited it is inevitable that Philippine trade with the United 
States is not going to grow so rapidly in the future as it has in the 
past. On the other hand, the products of the United States con
tinue to come here without duty, without limitation. 

Mr. Rous. Mr. Pond, you have just stated that the trade relation
ship between the United States and the Philippines is mutually 
advantageous. We know the advantages which the Philippines de
rives from free trade with America. Will you state your conception 
of the advantages which the United States derives from this re
lationship! 

Mr. POND. The advantages are several. The Philippines provides 
:\ large outlet for the product..'! of the United States, both agricultural 
and industrial. In fact, it has been repeatedly stated here that 
the Philippines is the ninth-best customer of the United States and 
that it has also been a field for the investment of American capital, 
on which there have been returns. Another factor is trans-Pacific 
shipping. Today the Philippines provides a large part of the return 
cargoes from the Far East to the United States. Last year, as I 
recall the figures, about 1,350,000 metric tons of cargo were exported 
from the Philippines to the United States. On the other hand, about 
550,000 metric tons came from the United States. Now, what hap
pens is that a large number of the vessels which come from the 
United States to the Far East with C!lrgoes get their return cargoes 
in the Philippines, because the Philippines is the one country in the 
Far East that can supply the bulk of the return cargoes. Now, 
vnu take away the bulk of the return cargoes, and it is going to 
affect the American manufacturers and the American agriCUlturists 
who have products to sell in the Far East, because it becomes a 
one-way trade. 

Mr. RoXAs. It is the opinion of some economists that the PhilIp
pines received a price premium amounting to over $40,000,000 ill 
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sugar alone and that therefore Philippine purchases from the United 
States are being subsidized by the United States to that extent. 
What can you say about that' 

Mr. POND. There are two or three answers to that. In the first 
place, I do not agree that the amount subsidized is $40,000,000. Last 
year on the basis of sugar-I believe that has been "based on sugar
the amount was about $17,000,000. In other words, the Cuban duty 
is 90 cents for 100 pounds, or approximately $20 a ton. Eight hun
dred fifty thousand tons will give $17,000,000, not $40,000,000. In 
the second place, as long as the Philippines is within the United 
States tari1f wall, Philippine products will be admitted free of duty, 
with quantitative limitations, while American goods come here free 
of duty. In that respect the situation is no different whatever from 
that of sugar, for example, in Florida, Utah, or Colorado, which are 
subsidized exactly to the same extent. Another point is that the 
subsidies are to a considerable extent offset by the subsidies that the 
Philippines is giving to the United States in the form of duties 
waived. 

Mr. Rous. Have you estimated the amount of duties waived ~ 
Mr. POND. I have not done it lately. An estimate is difficult as 

to Philippine imports from the United States, because there is a 
tremendous variety of products coming from the United States. On 
the other hand, shipments to the United States consist principally of 
a few staple products, and thus the duties waived can be better esti
mated. As I recall it, an estimate of the duties waived by the Phil
ippines was made several years ago and the amount, although I 
am not positive that this is correct, was about $17,000,000. 

Mr. Rous. With regard to the duties waived in the Philippines, it 
is being alleged that that amount of $17,000,000, roughly estimated, 
does not really represent the price premium received or paid for 
American products, because if the Philippines were to purchase 
the same kinds of goods elsewhere, it would pay more than what 
it is paying now for American products less the $17,000,000 of tariff 
duties waived. 

Mr. POND. I do not quite understand. What do you mean by 
that-the prices the Philippines would pay ~broad plus the duty or 
without the duty' 

Mr. Rous. That it.would he paying more than the price that it is 
now paying the United States without the duty, and that, therefore, 
the price premium is not really represented by the duties waived. 

Mr. POND. I do not think that is really true, although I do not 
think you can make a general statement. I know of a number of 
products where the prices c.i.f. Manila, plus duties from foreign 
countries, are but a trifle more than the c.i.f. prices on these same 
products from the United States. In other words, the American 
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manufacturers or producers are getting the full benefit of the duties, 
or practically so. 

Mr. ROlls.' Is it, therefore, your opinion that the Philippines is 
paying a price premium of $17,000,000 for American imports hereW 

Mr. POND; If you figure it on the duty, yes. You cannot figure 
on coconut oil ; the 2 cents a pound represents the additional price 
paid for coconut oil because copra comes in free. 

Mr. Rolls. Now, to make a brief resume, Mr. Pond, you have 
mentioned that the duties waived in the Philippine Islands on goods 
coming from the United States amount to $17,000,000. You have 
also mentioned the advantage which American shipping derives from 
this relationship. 

Mr. POND. Not American shipping alone, but American producers 
as well, because of lower freight rates. 

Mr. RoxAs. Are there any other arguments along that score that 
you mentioned which have suggested in a way that this relationship 
is mutually beneficial? 

Mr. POND. I do not think of any other, except, of' course, that it 
provides a vast field for American investments, which can hardly 
be said for many of the American investments abroad in other parts 
of the world. 

Mr. ROBBINS. Do you recall how you calculated the $17,000,000 
subsidy that the Philippine consumers paid to the American people ~ 

Mr. POND. That was calculated by the Collector of Customs a num
ber of years ago. 

Mr. ROBBINS. Was it published' 
Mr. POND. I do not know where I could locate it for the moment, 

but several years ago such an estimate was made. 
Mr. ROBBINS.)f it was published, we may find it; otherwise we 

should like you to help us by supplying a statement of the calcula
tion. 

Mr. POND: I will see if I can find it. I have not made any calcula
tion-I just recalled that there was such an estimate made by the 
Collector of Customs. 

Mr. ROBBINS. Now, Mr. Pond, in giving your estimate of the 
subsidy that the people of America pay on the Philippine sugar, you 
measured it by the duties that would have been collected under the 
present preferential Cuban arrangement, if that sugar had come from 
Cuba. " 

Mr. POND. Yes, Sir. 
Mr. ROBBINS. Is it not also true that the American people are pay

ing a large subsidy to Cuba today' 
Mr. POND. Yes, Sir. 
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: ?tIr. RoBBINS. Then, your statement of the subsidy paid by the 
American people to the Philippine producers was not a complete 
statement of the subsidy but only a difference, is that correct' 

)fro POND. Yes, but the United States is also paying a large sub
sidy to States raising sugar, like the States of Utah, Florida, Colo
rado, and Michigan. 

)fr. RoBBINS. Is the United States paying a large amount of 
subsidy to Nicaragua, Santo Domingo, and Peru' 

lIr. POND. To the extent that they are paying a subsidy. 
lIr. RoBBINS. That is, the prices in the United States might be 

slightly in excess of the world price plus the duty. Now, under the 
terms of the new sugar act, and the international sugar agreement 
which you mentioned, if in the future the United States were not to 
receive the amount of sugar now imported from the Philippines, to 
what countries would the deficit be allotted, and from whence would 
the United States obtain that supply-from Cuba or from these full
duty countries' 

lIr. POND. I have not read that phase of the sugar agreement, so 
I do not know what it provides. 

)fr. ROBBINS. If such sugar were not obtained from the Philippines, 
it would have to be obtained from the full-duty countries, and the 
United States would collect the full duty. 

Mr. POND. But so long as the quota system exists, that introduces 
a new complication. . 

Mr. DORFMAN. The first of the "fundamentals", Mr. Pond, states 
that: "The trade relations so determined (referring to the provi
sions of the Tydings-McDuffie act), in good faith and in fairness, 
cannot, therefore, be altered to their prejudice." That has reference 
to the residents and investors in the Philippine Islands who have 
incurred obligations and made commitments. 

Mr. POND. Yes. 
Mr. DORFMAN. Would you agree that an appropriate corollary 

would be that the terms cannot be altered to the prejudice of the 
United States Treasury' 

)fr. POND. No; I should not consider that as a corollary because 
of the relatively greater difference which the situation in the Phil
ippines makes in comparison with that in the United States. 

Mr. DORFMAN. You ,would not consider it important that the posi
tion of the American" taxpayers might be injured in consequence of 
altering the trade provisions of the Tydings-McDuffie act in a way 
to improve the position of the Philippines' 

Mr. POND. Of course, I do not admit that the American taxpayers 
are necessarily prejudiced to any extent by the present trade rela
tions. 
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Mr. DORFMAN. When you say that they are not prejudiced to any" 
appreciable~xtent---

Mr. POND. But not to a great extent. That will automatically 
adjust itself as a result of the quantitative limitations. 

Mr. DORFMAN. In pointing out why you thought that the terms 
of trade were not disadvantageous to the United States, you stated 
that there was a large Philippine outlay for United States goods. 
But that, in itself, does not mean that the trade between the 
Philippines flJld the United States is mutually beneficial. 

Mr. POND. It all depends. 
Mr. DORFMAN. But that in itself is not conclusive. 
Mr. POND. Not conclusive in itself. But there is a place for in

vestment here. 
Mr. DORFMAN. I understand that there are some people vWo have 

purchased securities out here; but that, in itself, is not conclusive 
that it is advantageous to the United States. 

Mr. POND. Not conclusive in itself, no. 
Mr. DORFMAN. In other words, the fact that there are American 

inveStments here may, instead of being advantageous, be disadvanta
geous if the investments turn out to be bad; moreover, the Philip
pines may not be any more profitable a field for investment than we 
have in the United States itself. 

Mr. POND. Yes, than in the United States itself. 
Mr. DORFMAN. Then, you referred to the large amount of trans

Pacific shipping that depends on the trade out here; our shipping, 
as you know, Mr. Pond, is subsidized. 

Mr. POND. In making that statement, I was not referring to 
American shipping; I was referring to the freight rates between the 
United States and the Far East. 

Mr. DORFMAN. I think you had in mind the possibility that with 
the absence of return cargoes, carriers would be obliged to raise their 
rates on cargoes outbound from the United States, to make up the 
difference. Is it not conceivable that trade routes would be so altered 
that that would not be necessary! For example, when the Dollar 
Line found it advantageous to send vessels west clear around the 
world rather than have them go to the Philippines and back as they 
formerly did, they made the change. Now, if there should be no 
cargo to return to the Pacific coast or to the Atlantic coast from the 
Philippines, is it not conceivable that the routes of the steamship 
lines might be so altered that the rates charged on the outbound 
cargo from the United States to the Far East would not be affected 
at all! . 

Mr. POND. It is conceivable but it is hardly probable. Because 
the cargo which would cease to move from the Philippines to the 
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United States would come from pfaces much closer to the United 
States and not from the Far East at all nor on any possible route 
of a round-the-world steamer. 

Mr_ DORFMAN. Is it a matter of great concern to the Dollar Steam
ship Line, for example, whether their vessels move sugar from the 
Phillippines to the Pacific coast or New York, or whether they (or 
some other line) move the sugar, say, from Cuba or from other 
countries to the United States' 

Mr. POND. The Dollar Line does not move sugar. 
Mr. DORFMAN. No, but if there were no sugar to move froIIj.. here 

and there were some to move from, say, Cuba, then the Dollar Line 
could conceivably move it. 

Mr. POND. That is true, but the Dollar Line does not carry sugar. 
Theirs.are passenger liners that do not dock at refineries where sugar 
must be discharged. 

Mr. DORFMAN. Take the lines that do carry sugar; could not they 
move it to the United States from other countries as well as from 
the Philippines' 

Mr. POND. Yes, but they would not be going to the Far East. 
Mr. DORFMAN. Those vessels that now go to the Far East might 

conceivably go to the West Indies or perhaps to Australia. I do not 
know how th~ routes would work out, but it does not seem to me 
that it would be necessary for the vessels to go back to the United 
States in ballast and be obliged to raise their l'ates on outbound 
cargo. That might work out, but I do not know that the evidence 
is conclusive. 

Mr. POND. There will have to be very serious readjustments in 
any case. 

Mr. DORFMAN. In referring to the amount of duty which the 
United States foregoes in consequence of buying sugar here, the 
point was made that the United States also subsidizes its purchases 
from Cuba. That does not per Be mean that we do not subsidize 
it from here; and the fact that we might choose to get sugar from 
some country from which the shipments would not pay the full 
United States duty, does not mean that the United States would 
not, just as surely, be foregoing revenue. We might forego part 
of it to Cuba or to some other country if we chose to, but the 
fact is that if we chose to do otherwise, the American consumers 
could get sugar at the same price as they now do, the American 
producers in continental United States, Hawaii, and Puerto Rico 
could collect the same price as they now do, and the United States 
Treasury could get the whole difference between the world price and 
the domestic price on the sugar imported. So, although the United 
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States might not choose to buy its sugar on the most economical 
terms, it conceivably would have that option. 

Mr. POND. It would. 
Mr. DORFl\J:AN. And therefore, in calculating whether or not this 

trade is mutually beneficial, one would have to consider the savings 
which might result from exercising that option. 

Mr. POND. You would have to figure exactly the same way on the 
sugar, or what is paid for sugar to the producers in Louisiana, 
Florida, Colorado, Utah, Michigan. 

Mr. DOID'lIIAN. With this difference: The proposition of terminat
ing free-trade relations with the sugar-producing States in the 
United States is not up for consideration. 

Mr. POND. But I am contending that as long as the Philippines 
purchases from the United States on a reciprocal basis, the United 
States is no more prejudiced by the trade between the two countries 
than are the citizens of New York by what they pay to the growers 
of Florida or Michigan or Utah. 

Mr. DORFl\J:AN. That would no doubt be true if the intention were 
to continij.e indefinitely the free-trade relations and if there were 
not the possibility of their being discontinued; but the expectancy 
now is that they will be discontinued. Therefore, going back to 
the first fundamental in your brief, it seems that the United States 
Treasury-or the American taxpayer-does have an interest here; 
and if there is reason for not altering the terms to the· prejudice 
of individuals out here, one might make a case for not prejudicing 
the interests of the individuals in the United States. 

Mr. POND. Of course, this applies only for the period from now 
until 1946, and therefore the trade of the United States will not be 
prejudiced at all from what it is now by the continuance of the 
present trade relations. I might say that is put here, having in 
mind what the Committee is considering as to the effect which an 
advancement of the date of independence might have in accelerating 
or retarding the economic adjustment. The point there is that 
whatever may be done regarding political relations, economic rela
tions cannot, in good faith for those who have made these commit
ments and assumed these obligations, be prejudiced by such changes. 

Mr. DORFl\J:AN. Granting that, would it not follow by the same 
token that the position of the American taxpayer during that inter
val should likewise not be made worse' 

Mr. POND. There is· nothing to indicate that it would be made 
worse. 

Mr. DORFl\J:AN. The last sentence which you have in there, that 
"at least until July 4, 1946", implies that you have in mind a period 
beyond that date' 

Mr. POND. That comes under nos. 2 and 3. , 



HEARINGS HELD IN MANILA 587 

, Mr. DORnlAN. While you do not ~ant to have their position prej
Udiced, you do not, according to point no. 1, have any objection to 
the repeal of the export taxes--

Mr. POND. Certainly not. 
Mr. DoRFHAN. -which is taken up in point no. 2. Now, if the 

adjustments were liberalized for the second 5 years-- . 
Mr. POND. That would not affect the United States Treasury, be

cause the export tax is going to a special sinking-fund for the retire
ment of the bonded indebtedness of the Philippines; that is, for the 
benefit of the Philippines. 

Mr. DOBFlIIAN. That would not directly, but if readjustments were 
further postponed in consequence of no pressure being applied dur
ing the second 5-year period, might there not be a further claim on 
the United States for further consideration later on' 

Mr. POND. This second part is an argument for. the continuation 
of the trade relations after July 4, 1946. 

Mr. DOIIFHAN. That comes in point no. 2. 
Mr. POND. In point 3 also. 
Mr. DORFMAN. Point no. 2 also: "Free trade between the two coun

tries, with present or other reasonable quantitative limitations, should 
be continued after July 4, 1946." One point is the elimination of 
export taxes, and the other is the extension of the time. 

Mr. POND. The point (a) has reference to the second half of the 
Commonwealth; the point (b) after that. 

Mr. DORFMAN. In referring to the reciprocal trade agreements 
which the United States has entered into with various countries, you 
suggested that the special exemption of the Philippines, in itself, 
indicated an intention of the United States so to exempt them. I 
wonder if that is a proper inference. 

Mr. POND. What I meant was, holding the door open. 
Mr. DORFJrlAN. Well, there is a great deal of difference, is there not, 

between holding the door open and declaring that there is an inten
tion to leave it open' 

Mr. POND. I did not mean to say, if I did say, that there is an 
intention. But the door is definitely being held open. They are 
recognizing that this principle may be necessary or wise to adopt. 

Mr. DOBFJrIAN. Now, if I may turn to the brief on page 7, referring 
to the export taxes-about the middle of the second paragraph-the 
thought is that so long as there is no duty on copra, the effect of 
export taxes will be to transfer the crushing-industry to the United 
States. 

Mr. POND. Yes, Sir. 
Mr. DOIIFHAN. You state: "This assumes, however, that with the 

removal of the competition of Philippine coconut-oil mills in the 
purchase of copra, prices paid to producers would be maintained, 

~ 
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and that it would be possible to market in the United States or else
where a larger quantity of copra than at present without breaking 
the market." Is it your feeling that the price of copra is any higher 
than it would otherwise be in consequence of the crushing-mills being 
located here W 
Mr~.PoND. It is my feeling. 
Mr. DORFMAN. Does that then mean that American consumers of 

copra would be able to buy it at lower prices if the crushing-industry 
were liquidated here! 

Mr. POND. They might not be able to buy the products of coconut 
oil any cheaper, but the producers of coconut oil in the United States 
might be able to get their copra a little cheaper. 

Mr. DORFMAN. Then you think that it would mean an increase of 
the profits of the crushers in the United States. 

Mr. POND. It might have that e1£ect. And another factor is, and 
that is why I said, "Neither assumption may be valid." I mean by 
that that there might not be the capacity of the crushing-plantS in 
the United States immediately, at any rate, or for some considerable 
period of time, to handle enough copra to give to the United States 
the amount of coconut oil that she is now consuming. Furthermore, 
the situation would probably be further complicated by the difficul
ties in marketing the cake. Normally, a good part of the cake that 
is produced in the Philippines goes not to the United States but to 
Europe. 

Mr. DORFMAN. Don't you think: that if the crushers in the United 
States felt reasonably certain that the industry would be transferred 
to the United States, they would anticipate the requirements and be 
able to crush the copra! 

Mr. POND. That would be complicating the cake problem. 
Mr. DORFMAN. I wonder how much of a problem that would be 

in view of the fact that simultaneously with the decline of the crush
ing-industry here, there would be an increase in the demand for cake 
in Europe from the new crushers which would spring up in the 
United States. 

Mr. POND. It would have to be shipped from the United States 
to Europe, of course, but there would be an extra cost involved 
because they would have to ship the copra across the Pacific, and 
possibly it would go through to the East coast and then they would 
have to transport the cake from the United States to Europe; whereas 
here only the oil goes to the United States and the cake goes to 
Europe. There is only one freight involved. 

Mr. DORFMAN. There might be a higher cost, but I wonder if there 
would necessarily be. The districts which would be expected to 
crush the copra are those along the Atlantic seaboard and in the 
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Gulf. These areas are normally on an export basis in respect of 
cake, that is, the price of cake there is the price of cake in Europe 
less the cost of moving the cake to Europe. The transfer of the 
industry from the Philippines to that region of the United States 
would not necessarily operate to depress the price of cake in the 
United States 80 long as the American crushing-industry couId. sup
ply the European market for cake from which the Philippine crushers 
would be forced out. 

Mr. POND. That is true, but from the point ·of view of the value 
of the copra, it would have an effect, for the reason that they wouId 
have to transport in weight about 50 percent more copra, a little more 
than that, than in oil, because the extraction of coconut oil from 
copra is about 60 percent to 62 percent. So that today, taking copra 
as the base, you have about 62 percent of it going, say, to the United 
States in the form of oil and the other 38 percent going to Europe in 
the form of cake. Now, in case it is crushed in the United States, 
you will have freight of 100 percent going to the United States and 
then, in addition, for freight on the cake, there will be 38 percent 
from the United States to Europe. 

Mr. DORFMAN. I do not know how the rates would work out. It 
would not necessarily follow that the longer hauls wouId actually 
be more costly to the people moving the goods. For example, the 
rate for moving pineapple from the Philippines to the United States 
is exactly the same as the rate for moving pineapple from Hawaii 
to the United States. 

Mr. POND. Rates are higher on cargoes from the United States 
to Hawaii in many cases than they are from the United States to 
the Philippines, because of the coastwise laws. 

Mr. DORFMAN. Would the vessels that stop at Hawaii stop here! 
Mr. POND. A lower rate is charged here simply because of com

petition. With the application of the coastwise laws, the cargoes 
between the United States and Hawaii can be carried only in United 
States vessels. 

Mr. DORFlllAN. That, of itself, does not operate to make the cost of 
moving pineapple from Hawaii to the States any higher on Dollar 
boats than it does to move it on Dollar boats from the Philippines, 
does it' 

Mr. POND. No, it does not have anything to do with the cost. 
Mr. DoRFMAN. Simply on the basis of what they can get' 
Mr. POND. Yes, simply on the basis of what they can get. 
Mr. DORFMAN'. Reference is made to the excise tax on coconut oil 

on page 14 of your brief, is it your feeling that the American con
sumer or user of the oil pays the excise tax, or the Philippine 
producer' 
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Mr. POND. I think it comes from both. 
Mr .. DORFMAN. Roughly, what fraction would you say the Ameri

can user pays' 
Mr. POND. I am not sufficiently informed on that to answer that 

question. 
Mr .. DoRFMAN. Is it your thought that it is pretty close to all of 

it or not very much of it' 
Mr. POND. I do not think a great deal of it. 
Mr. DORFMAN. Most of it is borne by the producer here! 
Mr. POND. That is my off-hand opinion, but, as I say, I have 

little knowledge on the question. . 
Mr. DORFMAN. Then you have this statement, which I would like 

you to explain in light of that answer: "The consumption of coco
nut oil for making soap, formerly its principal use, has been greatly 
reduced by the imposition of the tax." If only a small part of that 
tax were passed on to the user, and if the demand for soap does not 
vary greatly with slight changes in price, why should there be such 
a tremendous falling-off of the demand for the oil in use for soap 1 

Mr. POND. Substitution of other oils which are not subject to the 
tax .. 

Mr. DORFMAN. For example, what oils! 
Mr. POND. You have whale oil, babassu oil-cottonseed is used 

for most edible purposes-but there are other oils that come into 
. play, that .will enter in, because they are cheaper in price. 

Mr. DORFMAN. Do you feel that such oils as whale oil and fish 
oil compete with coconut oil in the production of soap 1 

Mr. POND. In making certain kinds of soap, yes. 
Mr. DORFMAN. I have before me a statement of the United States 

Department of Agriculture on the consumption of coconut oil in 
special products in the -United States. Going back to 1933, the 
first full year before the first imposition of the excise tax, I find 
roughly 584,000,000 pounds of coconut oil were used. In 1936, I 
find that 602,-000,000 pounds were used. The consumption was con
siderably more in 1936 with the imposition of the tax and with the 
much higher prices for oils and fats than in 1933, the year before 
the tax went into effect. I find also that there was almost as much 
coconut oil used in soap in 1936 as in 1933. In 1936, 51 percent 
of all coconut oil used in the United States went into soap, as com
pared with 55 percent in 1933, the year before the tax went into 
effect. Many people have referred to the 1935 figures and have, I 
think, been misled by them. The consumption of coconut oil for 
soap in that year was only 39 percent of the total, but you will 
recall that the 1934 Revenue Act permitted fatty acids to enter 
the United States free of tax and that they in turn took the place 
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of a considerable quantity of coconut oil In view of these fig
ures, what is the basis for assuming that the demand for coconut 
oil in soap will be further restricted when we have a larger produc
tion of fats and oils in the United States, granting that the COD

sumption of coconut oil in edible uses will decline' 
lIr. POND. The use of coconut oil in making edible product, has, 

according to my information, been sustained to a considerable extent 
since the application of the excise tax by the shortage of oils and fats, 
brought about as a result of the drought not only in the United States 
but in other parts of the world. The rise of 1933 figures in your 
figures is a little unfortunate in that at that time the production of 
copra here, for example, was very low because of pests. For example, 
you will notice in 1932-that would be largely consumed in 1933-
the exports of copra were only 114,000 metric tons, and that is to all 
countries, and of coconut oil, only 131,000 tons. In 1933 it was 159,000 
tons and 208,000 tons, respectively; in ·1936 it was 159,000 tons and 
291,000 tons. 

lIr. DORFlrlAN. I do not have the figures you refer to. I was think
ing only in terms of the United States consumption of coconut oil and 
was trying to understand why there was a feeling out here that the 
demand for coconut oil in soap would decrease in consequence of the 
excise tax, first, on the theory that not much of the tax is passed 
on to the American user, and, secondly, in view of the figures which 
show that the actual consumption of coconut oil in soap was about the .. 
same in 1936 as in 1933, or, if you like, even in years before that • 

.:Mr. POND. Of course, there was 8. much larger quantity of coconut 
oil exported either in the form of copra or in the form of coconut 
oil in the year 1936 than there was in the year, say, 1932 or 1933. If 
you take what went to the United States, it was 110,000 tons of copra 
in 1932, as against only 83,000 tons of coconut oil. If you take 1936, 
you get 150,000 and 182,000 tons. 

lIr. DORFMAN. I do not happen to have those figures. I still am 
not clear on your explanation of why, if most of the tax is borne by 
the producer here, there should have been such a shrinkage in the 
demand for coconut oil for soap in the United States. 

lIr. POND. Of course, but you must recognize that in the last two 
or three years there has been a shortage of oils and fats. This state
ment applies more to the situation which is beginning to prevail now 
that ample supplies are available. 

lIr. DORFMAN. That is precisely the point I am raising; 301,000,000 
pounds of coconut oil went into soap in 1936 as against 229,000,000 in 
1935; you have 8. tremendous increase. However, I explained the 1935 
figure on the score of the tax-free fatty acids which entered; the 1934, 
1933, 1932, and 1931 figures are not greatly different from the 1936 
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figures. So it would appear that the consumption of coconut oil for 
soap has n<?t been greatly affected by the excise tax, despite the con
siderable increase in the price of fats and oils. Moreover, the con
sumption of soap has not been greatly changed thereby as a con
sequence. 

Mr. POND. But I am figuring it relatively. The quantity having 
gone to the United States in 1932 and 1933 being very much less than 
in 1935 and 1936, it is obvious that, relatively, the percentage used in 
the making. of soap was very much greater in earlier years than it 
is now. 

Mr. DORFMAN. The point I am trying to make is that that does not 
appear to have been the case. In 1931, we used 592,000,000 pounds of 
coconut oil; in 1936 we used 602,000,000 pounds. 

Mr. POND. Yes, but in 1931 about 50 percent of the copra came from 
foreign countries. Now it all comes from the Philippines. 

Mr. DORFMAN. That does not have any particular bearing on this 
particular point, does it! 

Mr. POND. It has a bearing on the amount of Philippine coconut 
oil that is used in the manufacture of soap. 

Mr. DORFMAN. The amount of coconut oil used in soap would de
pend on its relative price, irrespective of the source of the coconut 
oil, and we have been told that the price of the copra-which deter
mines the price of the oil-that is sold in the United States is the 
same as the price of copra sold in the world market. So the excise tax 

.. preferences have no particular significance for the producers of copra 
or oil out here W 

Mr. POND. No, except this: that coconut oil from foreign countries 
now pays an excise tax of 5 cents. 

Mr. DORFMAN. Well, it would pay that rate if any were actually 
used. 

Mr. POND. We used them. In other words, practically all the coco
nut oil now that comes from the Philippines goes to the United States. 
Before, that was not the case. 

Mr. DORFMAN. But that in itself has not changed the quantity of 
copra used, has it! 

Mr. POND. No, I 40 not think it has, but there has been a larger 
percentage of the copra-coconut oil, ratller-used in the manufac
ture of edible products. 

Mr. DORFMAN. I think that that situation has changed in the last 
year or so. 

Mr. POND. Yes, I understand it has been very much increased, and 
now, with the large crops, particularly of cotton, and consequently 
of cottonseed oil, we are beginning to feel the effects very greatly. 
The price of copra, for example, during the last four or five months 
has dropped well over 50 or 60 percent. 
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Mr. DORFHAN. The consumption of coconut oil in edible uses 
was not much greater in 1936 than it was in 1933, the year before the 
tax went into effect. It appears that there was only one abnormal 
year 1935 in which the consumption of coconut oil declined rela
tivel~-and abruptly-in soap, and rose in edible uses. But in 1936 
the situation changed, so that it was not very much different from 
years earlier than 1935. . 

Mr. POND. That situation seems to be changing now. 
Mr. RoMERO. Just one question, Mr. Chairman. 
Chairman MAoMURRAY. Mr. Romero. 
Mr. RoMERO. I think you have introduced a new angle to this 

question of subsidies or price premium that are paid respectively by 
these two countries in trade. I will restate your views as I understood 
them, but please correct me if I am mistaken. 

Mr. POND. Yes. 
Mr. RoMERO. Your position seems to be that, because of the 

quantitative limitations that are at present imposed on the principal 
Philippine exports to the United States, this price premium would 
practically remain steadily where it is. 

Mr. POND. Right. 
Mr. RoMERO. Whereas, because of education and the improved 

standard of living, and the growth of population, there will be more 
purchases of American goods that come in without limitation, and 
therefore the price premium will be paid by the Filipinos and Ameri
can production will increase. 

Mr. POND. That is right. 
Mr. ROMERO. And if sufficient time is given, this trade will grad

ually readjust itself so that there will be. no dispari,ty in the price 
premium. . 

Mr. POND. That is right. 
Mr. BENITEZ. In connection with what you call the "American ad· 

venture in the Philippines" which resulted so splendidly, as described 
by you in your opening remarks, Mr. fond, can you tell us how much 
of this improvement described by you has been directly financed by 
appropriations from Congress' 

Mr. POND. Not one centavo has come from pongress. 
Mr. WARING. May I ask just one more question. You mentioned 

as the probable estimate of the present price premium. paid by the 
Filipinos for American products, the figure of $17,000,000 as the 
duties waived. Now, I wonder if that includes the duties waived on 
such produ~ts as automobiles and tobacco, for example. 

Mr. POND. Yes. 
Mr. WARING. Would it not be true.in the case of automobiles that, 

if American products were subject to Philippine duties, the prices 
in all probability would increase to the Philippine consumed 
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Mr. POND. They would. 
Mr. WARING. So that in that case, the duties waived at the present 

time would actually be paid by the Philippine consumers' 
Mr. POND . .To a certain extent only, because there are importa

tions, from time to time, of automobiles from Europe, particularly, 
the small midget type of car; and they pay the duty. The amount 
waived, however, might be figured in another way; that is, if free 
trade should end and there should be a decline in exports of 60 
percent, the Iiumber of automobiles imported would be very small, 
a fraction of what it is today. 

Mr. WARING. That I believe is correct. Take the case of tobacco. 
If the present duties, which I understand, are similar to the United 
States duties on tobacco--

Mr. POND. Are you speaking of raw tobacco! 
Mr. WARING. I was t~g of cigarettes, for example. The duty 

is $4.50 per pound plus 25 percent ad valorem. At the present time 
the Philippines is importing a large amount of American cigaretteS. 
If you figure out the duties waived on these products, it. would 
amount to an important part of the $17,000,000. But in fact if the 
duties were waived, no such trade would move. 

Mr. POND. It would not move in either direction, if the duties 
were to be applied. As a matter of fact the Philippines is import
ing from the United States today more tobacco products than she 
sells to the United States. 

Mr. WARING. I believe· that is true. What I was trying to point 
-out is that in computing the duties waived on such products as 
tobacco, where the trade would not move if the duties were assessed, 
and on automobiles, where the duties would be collected from con
sumers if they· were assessed, the situation is not quite comparable 
to that mentioned previously regarding sugar. The United States 
might obtain a similar quantity. of sugar at no increase in prices, 
collecting the full duty either from the Philippines or, if they 
could not produce sugar under. such circumstances, from other 
producers; and, consequently, if that were true, the price premium 
in the case of Philippine sugar is much more real than a compu
tation on many United States products entering the Philippine 
market. 

Mr. POND. That is correct. No question about that. You cannot 
measure the loss by a mere calculation of the amount of duty that 
is waived, because in some cases even a very small part of the duty 
will wipe out the entire imports or exports, while in other cases 
they might be able to stand the duty. 

Mr. WARING. That is the point I want to bring out. 
Mr. DORFMAN. In the study made a few years ago concerning the 

relative amounts of duty waived in the Philippines and in the 
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United States, was it the conclusion that the benefit to the United 
States and the benefit to the Philippines could ve measured by the 
amounts of duty that each country theoretically waived' 

~Ir. POND. No, although I have seen statements to that effect, be
cause, as I said, you cannot figure the effects by the amount" of duties 
waived. 

Mr. DORFMAN. The amounts of duty theoretically waived in that 
fashion would really not be of any significance, would· they' 

Mr. POND. It would be of some significance, but not great. 
Mr. DORFMAN. Well, for example, if the Philippine duties on 

cigarettes were 100 times higher than they now are, then the amount 
of duty waived on the importation of American cigarettes would be 
100 times higher. Since you do not get cigarettes from any other 
country, the burden on the Philippines would theoretically be 100 
times higher than at present. 

Mr. POND. No. 
Mr. DORFMAN. Then a comparison of the amounts of duty theo

retically waived by the United States and the Philippines in their 
reciprocal trade is of no significance whatsoever in determining the 
benefits conferred. 

Mr. POND. No. I remember seeing a brief submitted to Congress 
several years ago in which they attempted to figure the loss of trade 
from the amount of duties waived. It actually worked out that the 
loss would have been considerably greater (I am speaking of ship
ments to the United States), because the amount of exports that.' 
would have been wiped out was considerably higher than the amount 
of duties waived. In the. case of tobacco, the 5-percent export tax 
will wipe out all the exports. 

Mr. DORFMAN. If the amount of Philippine revenue theoretically 
waived on imports from the United States could be regarded as an 
appropriate measure of the benefit to the United States, might there 
not be a rather painless method for the Philippines to confer bene
fits on the United States by raising the rates of duty on those things 
it purchased from no other country, 

Mr. POND. Yes. 
Mr. RoBBINS. If you were to measure the subsidy paid to Ameri

can producers on their exports to the Philippines by the excess of 
the prices paid by Philippine consumers for those commodities over 
the prices at which they would otherwise be available in the world 
markets, and were· to find in those prices the total subsidies paid by 
the Philippine consu!llers, say 4 or 5 hundred dollars per annum, 
and were t? apply a lIne ~easure to the Philippines, how many years 
or generatIons do you think would be required, by holding in check 
the amount of subsidy paid by American producers and permitting 
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the amo~t of the subsidy paid' -by the Philippines to expand, to 
equalize those two amounts 1 

Mr. POND. That is something that one could not answer, for no 
one knows today what industries could be developed here; what 
products could be produced; what industries could be expanded; 
and to what extent local industries could be developed. For the 
purpose of developing some of those things---

Mr. RoBBINS. If the statua quo were maintained for many years it 
would require a- very long period, would it not, to bring about such 
a condition! 

Mr. POND. Yes, if we were to continue the services of the Gov
ernment along present lines of education, public works, and other 
social services. If we are to maintain the standard of living which 
we have now, we must give a period sufficiently long so that read
justments can be made, so that if and when trade relations must be 
terminated, we will not force these people back and down the scale 
to the level of living of other countries in the Far East. 

Mr. RoBBINS. If it were your duty, Mr. Pond, to recommend a 
period, and a method for eliminating all trade privileges as they now 
stand between the two countries in such a manner as to give the 
Philippines every reasonable opportunity to adjust their economy, 
what would you deem best under the conditions! You would have 
to recommend a program for final but gradual elimination, and you 
could not recommend indefinite postponement; what suggestion 

~ would you make! 
Air. POND. Frankly, I do not know. I do not think that there 

is anyone living today who could say what the conditions of the 
world or in the Far East, or in the Philippines for that matter, would 
be ten or twenty years from today. About all that can be done is 
to start making the necessary readjustments and, assuming that the 
trade relations will have to be terminated, watch the r~ults and de
termine when the ties can be broken. 

Mr. ROBBINS. What means would you suggest for starting these 
adjustments! How would you exert a. pressure to force bringing 
them about! 

Mr. POND. It seems to me that the Philippine Government would 
have to take the initiative; in the first place, it should encourage the 
development, locally, of new industries which can replace many of 
the things which are now imported and which are necessary and es
sential to the present standard of living. That is something that 
involves a conscientious study and capital. At the same time the 
Government should undertake a very active and thorough campaign 
of experimentation for the purpose of determining what crops can 
be grown profitably. That again is going to take a. long period of 
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time, because, if that is to be done;it will take a long period of edu
cation to teach the people and, again, to find markets for those prod
ucts where profits can be made. Rubber is a possibility. Rubber is 
grown here, but only in a very small way and reasonably successful 
at the present time. Cassava-they have tried it; but in each case, 
so far as I know, it has been a failure. Derris--there is talk about 
that. It is still very much in the experimental stage. Coffee used to 
be grown in large quantities, but it is not grown so extensively any 
more. 

Mr. RoBBINS. In order to encourage the producer voluntarily to 
convert the use of his land and capital and labor to the production 
of another crop, that other crop would have to be more profitable, 
would it not, if they have to do it voluntarily' 

Mr. POND. When it comes to capital, he will not have the incentive 
to put that capital into sugar because he cannot increase his produc
tion. He is not permitted to. So that as he acquires capita.l it bas 
got to be put into other industries. 

Mr. ROBBINS. You do not think it would go into the purchase of 
foreign bonds, in view of the uncertainty ahead' 

Mr. POND. It might. In the last few years I do not know how much 
capital has gone into mining shares. 

Mr. RoBBINS. But we have not answered the other question I had 
in mind, and that is: Do you believe that so long as sugar, let us say, 
was the most profitable crop that could be produced on a piece of 
land, the owner would devote that land to another crop' 

Mr. POND. That is true, but the sugar-grower today cannot devote 
all his land to sugar. He cannot expand his sugar-production-it is 
not permitted because of the quota law. 

Mr. RoBBINS. But be is devoting his land to sugar-production to fill 
his entire quota. 

Mr. POND. But if he is further curtailed he will use it for other 
things; also, because he cannot increase his production on account of 
the quota law here, he must use this land for other products than 
sugar. 

Mr. RoBBINs. And if foreign investments for sugar profits appeared 
to him safer and more profitable in the long run, he would prefer 
that investment, would he not' 

Mr. POND. Of course. So far there has not been any great evi
dence of any large investments abroad by people in the Philippine 
Is1ands. Now, they might do it; I do not know. 

Mr. RoBBINs. You have no suggestion of any way to apply pres
Sure to bring about adjustment! Your only hope is to maintain a 
continuation of the free-trade status with the United States, with 
the thought in mind that perhaps there will be a surplus capital in 
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the Philippines seeking investment which will not go to the outside 
international'markets where greater security might seem to oiler 
itself@ 

Mr. POND. That may happen, of course, but if there is a growth 
of capital here, there is no question but that it will be seeking 
investment. 

Mr. ROBBINS. And that, consequently, that surplus of capital will 
find its outlet in new local experiments' 

Mr. POND. That is right. 
Mr. ROBBINS. And that with reliance upon that possibility one 

should let free trade go on for perhaps 15 or 20 years and then look 
over the situation once more and see what sort of elimination of 
preferences can be brought· about then ¥ 

Mr. POND. That is right. 
Mr. RoMERO. Mr. Pond, in reply to a question of Mr. Dorfman, 

you admitted that the amount of added duties waived is of no sig- . 
nificance whatever as an indication of price premium that is paid. 
Is it true that it is of no significance whatever! 

Mr. POND. Its only significance is in showing the maximum 
amount. 

Mr. RoMERO. Take the case of dairy products, for instance. Is it 
or is it not true that we are paying a price premium to the extent 
of the tariil duty that is imposed on competing with Australian 
dairy products! 

Mr. POND. That is true. Asa matter of fact, you picked an ex
ample where the full premium is paid. Because while today a 
considerable part of the dairy products consumed here comes from 
the United States, the majority at the present time comes from 
Europe. 

Mr. ROMERO. Is it also true with wheat flour! 
Mr. POND. It is, although that situation is changing on account 

of the larger crop this year. The United States about five years ago 
had. 80 percent of the Philippine wheat-flour market; I believe last 
year they got 25 percent. 

Mr. RoMERO. Is it not true, for instance, with chemicals! 
Mr. POND. Certain chemicals, yes. 
Mr. ROMERO. Of machinery! 
Mr. POND. Machinery is a little difficult to say because machinery 

is not bought on price. It is upon the quality and reputation of the 
machinery. . 

Mr. ROMERO. How about paper produc~S¥ 
Mr. POND. Yes, and steel products, too. 
Mr. RoMERO. Well, then, could we not say that as a general ruIG 

the amount of tariil duties waived is a fair indication of price 
premium! 



BEARINGS HELD IN MANILA 599. 

)Ir. POND. It is only a partial indication. In the case of automo
biles, it is no indication at all because we know that the United. 
States is the largest producer of automobiles in the world and they 
go over the trade barriers everywhere because people want American 
automobiles; the duty in itself would make no difference except to 
reduce purchases through an increase in price. 

Mr. RoMERO. Outside of automobiles and tobacco products, could 
you mention other examples of products imported into the Philip
pines which are not receiving any price premium! 

Mr. POND. I cannot think of any at the moment. 
Mr. RoMEllo. Considering that there are a very few exceptions to 

that rule that the amount of tariff duties waived represents in some 
way the price premium paid (if it is true, as you stated, that a calcu
lation was made sometime ago indicating that the amount of tariff 
duties waived by the Philippines runs to $17,000,000), do you think 
that $4,000,000 or $5,000,000, as mentioned here by Mr. Robbins, iil 
any indication of the price premium' 

Mr. POND. No, I think it is much larger than that. 
Mr. DOMEllATZKY. In the case of automobiles which come almost 

entirely from the United States, would you say that the price of 
American automobiles in the Philippines does not include any in
crease due to tariff advantage! In other words, additional cost rep
resents only the transportation and such charges as may be necessary 
to bring them to this market. 

Mr. POND. Yes, Sir. 
Mr. DOlllERATZKY. With no tariff advantage at all ! 
Mr. POND. In other words, the automobile manufacturers in the 

United States, so far as I am aware, that is, as to the automobiles 
exported from the United States, they get no more for their auto
mobiles sold in the Philippines than they do anywhere else. 

Mr. DOlllERATZKY. There is one other question in connection with 
your reply to Mr. Robbins in regard to the period· of adjustment 
and the possibility of making sure that the adjustment would take 
place. Assuming that we could agree roughly on a period of time 
~hich would be required for making the adjustment; do you believe 
It would be possible to work out a sort of an index which would 
enable us to recognize the progress of the economic adjustments. in 
t?e Philippines and adjust our concessions, or tie up such conces
SIOns to that index' In other words, let us say that if after five 
ye~rs ~e find that a certain amount of progress has been made in 
adJustmg certain things, the concession will be continued; on the 
other hand, if We find that no progress has been made, we might 
apply more pressure. Do you believe that kind of index could be 
worked outl 
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Mr. POND. I think it could be worked out. I would not want to 
say definitely, but it seems to me that it might be possible to work 
out some index of the progress. 

Mr. DOMERATZKY. Do you mean we could work out something 
that would enable us to recognize whether or not Philippine eco
nomics is adjusting itself@ 

Mr. POND. To be effective we would also have to take into con
sideration the growth of population on a per-capita basis and to take 
into consideration the increase in production of products which are 
now imported, as well as the exports of new products, also, more or 
less, on a per-capita basis. It might be possible to work out such 
an index. As it is today, we know that about 50 percent of. the 
total Philippine production is export. I am speaking of produc
tion of cash crops, which does not include crops consumed at the 
point of production. 

Mr. DOMERATZKY. Of course that would necessitate a considerable 
expansion of the statistical service in the Philippines, would it not ¥ 

Mr. POND. It would. 
Mr. JACOBS. Mr. Pond, there are a couple of questions that I 

would like to ask. I have before me figures completed by the Com
merce representative here on the total trade exports and imports 
of the Philippines for several years, and I notice that the percentage 
of foodstuffs imported ranges from 20 percent to 25 percent of the 
total imports. 

Mr. POND. Yes, Sir. 
Mr. JACOBS. The Philippines, as I understand it, is essentially an 

agricultural area. You have resided here many years and you know 
what these foodstuffs are. 'What do you think of the possibility of 
the Philippines adjusting itself to take care of this situation by 
producing its own foodstuffs! 

Mr. POND. It could replace some of those things. Other things 
it would be difficult to replace on an economical basis. Take, for 
example, dairy products. The production of dairy products in a 
tropical country is always difficult, that is, to do it in any volume, 
because of the difficulty in transportation, refrigeration, and so forth, 
and milk spoils very easily and quickly. Then, again, the production 
of wheat, for example, is not possible in the Philippines, at least in 
any large way; and there is no doubt about it that wheat flour does 
give certain food values that you do not get in rice. Wheat flour 
here is used not as a substitute for rice but primarily as an augmen
tation of the diet of the Filipino people. 

MR. JACOBS. But don't you feel that some portion of this could be 
taken care of' 
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~Ir. POND. Yes, Sir; I think that some portion could be taken up. 
Now, for example, coffee can be produced locally; and the same is 
true with cacao. 

Mr. JACOB8. What about meat' 
Mr. POND. There is practically no meat imported into the Philip

pines, with the exception, perhaps, of Chinese ham, and beef for the 
consumption of the Army and the Navy and some of the foreign pop
ulation. The situation as to beef has changed completely in the last 
few years. Practically all the beef for local consumption is raised 
in the Philippines. . 

Mr. JACOB8. Now, one other question on quite a different line. We 
have had no one before us who has represented the mining interest. 
I would like to ask whether you, as a businessman, have followed the 
recent developments in mining so that you could say something 
about it. 

Mr. POND. I have • 
. Mr. JACOBS. Will you tell us, first, whether you think that develop

ments along that line will be able to take care, say, of labor which 
might be thrown out of the sugar plantations or other plantations 
because of readjustments' 

Mr. POND. I do not think that would be possible because I do not 
believe that the mining industry here is going to develop to such an 
extent that it would make possible the taking up of the surplus labor 
that will be thrown out of the sugar plantations. Furthermore, of 
course it takes a different type of labor. But while the mining indus
try has been growing, and probably will continue to grow to some 
extent, at least as long as the United States maintains the price of 
$35 an ounce and buys Philippine gold at that price, it will probably 
continue to develop; but I do not think there is any possibility of 
taking up laborers that will be thrown out of employment as a result 
of the destruction of such industries as sugar, cigars, embroidery, and 
so forth. 

Mr. JACOBS. Have you any idea how many people are employed in 
mines! . 

Mr. POND. I cannot answer that. 
Mr. JACOBS. What are the possibilities other than gold ~ 
Mr. POND. Iron. The Philippines last year exported about 600,000 

tons of iron ore. I think it is possible that within the next few years 
they will export 2,000,000 tons a year; but that is not going very far 
because 2,000,000 tons of iron ore at present prices would have a value 
on board vessels in the Philippines of only about 1"8,000,000 • 
. Chromite. No doubt the production of chromite will increase
In fact, considerable quantities of chromite are now being shipped, 

82709-88-vol2---a9 
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but the quantity would probably at no time exceed 250,000 tons. That
is worth here something less than thirty pesos a ton. So that would 
be only about seven or eight million pesos. The total consumption of 
the world of chromite, I think, is only about 560,000 tons at the present 
time. 

Manganese and-copper. There is some manganese here that has not 
been developed to any great extent; and there is probably some copper. 

Mr. JACOBS. Do I take your remarks to mean that you are not very 
optimistic thaf mining aft'ords an opportunity for the Philippines to 
readjust! 

Mr. POND. It can only be one of those factors that may help slight
ly, but it cannot solve the problem. 

Mr. JACOBS. That is all. 
Mr. BENITEZ. You have referred, Mr. Pond, to a period sufficiently 

long enough for readjustment. I take it you do that irrespective of 
the date of independence! 

Mr. POND. That is right. 
Mr. BENITEZ. And from your answers to various questions I get 

the impression that if ten years are added to the period that expires 
in 1946, you would consider that period quite sufficient for adjust
ment! 

Mr. POND. No, I did not say that. I do not know how long a period 
would be required. 

Mr. BENITEZ. But I was under the impression that if v'e were 
given a period of twenty years, irrespective of independence, that 
would be quite adequate for the economic adjustment that would be 
necessary! 

Mr. POND. No, I did not say. _ 
Mr. BENITEZ. -I was just wondering; I got that impression. 
Mr. POND. I do not know how long a period, because I do not think 

. anyone today can say even what industries can profitably be developed 
here. It takes time to find out. And just as it took the sugar in
dustry nearly twenty years from the time free trade started with the 
United States before it fully developed, it will take a long time to 
develop other industries which will not have the protection of tariff 
walls in the United States. Furthermore, you must bear in mind 
that sugar was grown in the Philippines for hundreds of years 
before free trade came with the United States, and yet to put that 
industry on a satisfactory and profitable basis, it took nearly twenty 
years. 

Mr. MAcMURRAY. Are there other questions! 
Mr. Yow. Mr. Pond, in answer to some questions of Mr. Robbins, 

you said that in order to provide some pressure for the readjustment 
of our products, you rely on the quantitative limitation of our ex
ports to the United States at present:~ 



HEABINGS HELD IN MANILA. 603 

Mr. POND. Yes, Sir. 
Mr. YULO. Would not the export tax provided in the Tydings

McDuffie act be a greater pressure to make that readjustment ¥ 
Mr. POND. It would apply pressure to make that readjustment, 

except that it will have the effect of ruining almost immediately cer
tain industries. The tobacco, the button, the embreidery industries, 
they will be ruined almost immediately. What will happen to the 
sugar industry, I do not know. It will depend a great deal upon the 
price of sugar. 

Mr. YULO. Would you, with the application of the export tax, be 
able to get the necessary capital for those industries to readjust! 

Mr. POND. I do not see where it would come from. You are going 
to destroy the capital invested in those industries. 

Chairman MAcMURRAY. Are there other questions ¥ (There were 
none.) Thank you, Mr. Pond. . 

(Here follow the printed brief submitted by the Philippine-Amer
ican Trade Association and mimeographed recommendation of that" 
association. 1 ) 

Chairman MACMURRAY. That closes our hearing for today. We 
will resume the hearing tomorrow, Tuesday, at 9 o'clock. Tbe hear
ing is closed. 

(Thereupon at 4: 58 p. m., an adjournment was taken until Tues
day, September 21, 1937, at 9 o'clock in the morning.) 

PHILIPPINE-AMERICAN TRADE ASSOCIATION 
ROOK 219 REGINA BUlLDING 

MANILA, P. I. 

JOINT PBEPABATORY C01UlITTEII ON PHILIPPINE AFFAIRS 
Manila. 

September 7, 1987. 

The Philippine-American Trade Association respectfully recommends, should 
a treaty or trade· agreement he entered into hetween the United States and . 
the Philippines, that the following provision regarding trade-marks and com
mon and accepted trade-names be included therein: 

Each of the parties signatory hereto mutually agrees to acknowledge, 
respect and safeguard the rfghts of citizens or corporations of the other 
country which have been established in trade-marks and common and ac
cepted trade-names in trade and commerce in and between the two nations. 

ThIs provision would be advantageous to both countries for it would properly 
safeguard the rights of the citizens and corporations of each country in trade
marks and trade-names which have been established in the other country. 

Respectfully submitted, 
PHILIPPINIII-AKEBICAN TRADE ASSOCIATION 

By RAI'. R. ALUNAN, President 

. I For the brief, see vol. III; for the recommendation, see allBex to these min-
utes, mini. ~. 
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SENATE CHAMBER, LEmSLATIVE BUILDING, 
MANlLA, PHlLIPPINE ISLANDS, 

Tuesday, September ~1, 1937. 

The hearing before the Joint Preparatory Committee on Philip
pine Affairs was resumed at 9 o'clock in the morning. 

Pre8ent: 
The Honorable J. V. A. MAciMURRAY, OluJ.irmanj 
The Honorable JosE Yuw, Vice OluJ.irmanj 
Mr. JOSEPH E. JACOBS, Vice Ohairmanj 
Mr. CONRADO BENITEZ; 
Mr. LoUIS DOMERATZKY; 
Mr. BEN D. DORFMAN; 
Colonel DONALD C. McDoNALD; 
The Honorable QUINTIN PAREDES; 
Mr. CARL B. RoBBINS; 
The Honorable JosE E. ROMERO; 
The Honorable MANUEL L. RoXASj and 
Mr. FRANK:A.. WARING. 

Ab8ent: 
Mr. JOAQUIN M. ELIZALDE. 

Chairman MAoMuRRAY. Before opening the hearing this morn
ing for today's schedule, I will recall that at Wednesday's hearing, 
September 15, 1937, Mr. Day, appearing on behalf of the Philip
·pine Refining Company, was asked certain questions to which he did 
not have the answers available and was requested by Mr. Roxas to 
write, conveying the information. He has now written the Com
mittee, and his letter will be inserted in the record as a supplement 
to his testimony on Wednesday last.1 

The first of the organizations to be heard this morning is the 
Labor Mining Association, to be represented by Mr. Generoso Dayao 
and Mr. Marcelo A. Garcia. It had been scheduled for Mr. Rufo 
San Juan to speak also, but he has written the Committee that he 
had to go to his own province because of urgent family affairs. 
Other organizations to be heard today are the National Executive 

• See annex to the proceedings of September 15, 1937, ante, p. 350. 
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Council of the Popular Front, represented by General Jose Ale
jandrino, Judge Delfin J aranilla, and the Honorable Miguel 
Cornejo; the Sakdalista Party of the Philippines (national group), 
r!'presented by Mr. Celerino Tiongco, Mr. Simon d'Sena, Mr. Fer
nando Manuzon, and Mr. Paulo V. Capo.; and the Sakdalistas of 
Cavite, represented by Mr. Luis Suler, Mr. Fernl1.lido Y. Tafigog, 
Mr. Ignacio Martinez, and Mrs. Tomasa. Ortiz. Although there 
was no previous a.nnouncement, the Committee has authorized the 
Commonwealth Association to appear today to supplement the brief 1 

which it had filed on time, although it failed to make the formal 
request for a hearing. 

The first witness this morning, on behalf of the Labor Mining 
Association, is Mr. Dayao. 

STATEMENT OF MR. GENEROSO DAYAO, ON BEHALF OF 
THE LABOR lUNING ASSOCIATION 

Mr. DAYAo. With the permission of the members of the Commit
tee, especially the Chairman, and my dear friends, the Filipinos, 
I have no intention of making a supplementary statement orally; 
but on account of the kind invitation of Dr. Dorfman, I was obliged 
to come here to show my satisfaction and earnest courtesy to the 
Committee through Dr. Dorfman. 

Chairman MAcMURRAY. Might I ask you to please speak a little 
louder! 

Mr. DAYAo. Ob, yes, Sir. Good morning, everybody! With your 
permission, Members of the Committee, especially the Chairman, and 
my dear Filipino friends, I have no intention of supplementing my 
brief by an oral statement; but I was obliged to come here because 
of the kind invitation of Dr. Dorfman. It is my obligation as a 
Filipino citizen to come and testify at this hearing and to show 
my earnest gratitude to the Committee through Dr. Dorfman. 

Before I begin my remarks, I wish to introduce to you, dear 
friends, my humble social standing among the Filipino people. 
I am sorry to explain that I never had the opportunity to see the 
inside of a university nor the floor of colleges, neither the steps of 
any primary-school buiJding, except my home study. My home 
school is the International Correspondence School of Pennsylvania 
and the American Correspondence School of Law, Chicago, Illinois, 
United States of America. 

Now, before I niake my supplementary statement, I will cite to 
you the paramount factor, the foundation described by the honor-

• See voL m. 
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able Committee through its Chairman at the opening of these hear
ings on the '15th. He said, "I am sure that the American people 

. want the Filipino people to have every opportunity to establish a 
sound economic regime in order that they may be able to maintain 
independence." Well, this paramount factor is beautiful. I admire 
it. I think I can contribute my little grain of sand to help and 
cooperate in its foundation to give the freedom of the Filipino 
people. But tJP-s is a question that is very hard to carry out. Why ~ 
Because in order to carry out this. foundation, it is necessary to 
overhaul the Filipino machine. In the Filipino machine, something 
got cracking, a noise, and then we have to find some mechanical engi
neer to make a little repair. That means that the whole Filipino 
machine must be overhauled. 

The first point I cite to you to overhaul is the moral relation of 
the American and Filipino peoples. We can see from what has 
passed since the occupation of American sovereignty in the Islands 
that the moral relation between these two countries is untaintoo. by 
any stain whatsoever. If there ever is, and I hope and know there 
is not, our officials in our Government have not mentioned it to us. 
There is, however, some social differences that occur among our 
people. That is the unfair proportion of the distribution of earn
ings. We see that the White Filipino centrals, as much as possible, 
want to reap a 50-percent profit, which is, I believe, a planning of 
a castle in the air. Should they, however, be lucky enough to obtain 
a profit around this percentage, their attitude and attention to the 
laboring class is never altered, never even thought of-although a 
complete innovation is done with the business activities and a mag
nificent obsession is made in their social activities. For the laboring 
class, nothing at all is changed. They do not live; they only exist, 
as things exist in this world. Now, Ladies and Gentlemen, we, the 
laboring class, appeal to you to abolish such unfair practice of the 
theory of democracy. It is not democracy practically. Because 
democracy is nothing but the common folks. Better adapt the com
mercial relation between the American people and the Filipinos 
rather than the existing moral relation between the two countries. 

The fact is that a government of a nation has an absolute duty to 
comply with the requirements of the international commercial agree
ment, which is promulgated with the consent and deliberation of all 
independent nations. It is therefore not wrong for the Filipino busi
nessmen to pay less than other countries for producte made and 
materials used. Evidently, it is the moral duty of the Filipino peo
ple to help the United States Government in financing material 
changes because she is a mother to us. 
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Gentlemen of the Hearing and Filipino Businessmen, are you 
afraid of the abolition of free trade between the Philippines and 
the United States' Maybe, you are not familiar with your business. 
The Cuban investors of sugarcane are satisfied with a profit of, say, 
6 percent per ann'l.llm. Why, at present the Philippine investors 
and the Filipino businessmen are not satisfied ~th a 12-percent 
profit, which is twice as much as the Cuban profit. Ladies and Gen
tlemen, do not consider that the Philippine products and industry are 
quite young in their existence as compared with the products and 
industries of the United States. The only difference you can say 
is that American products and industries are both about a century 
advanced in scientific and economic process, while the Philippine 
products and industries are 100 years late because of too much poli
ticS, for the reason that the majority of Filipino businessmen are 
all politicians. They knew nothing about the science of economy. 
In case they know anything about it, I say with determination 
that the 70-million excise tax for the Philippine products and indus
try, I am willing that a double taxation be advocated provided, how
ever, that the laboring classes be given the chance to run the present 
administration of our Government. After a certain number of· years 
you may be able to see that our flagship will be floating over the 
Pacific Ocean, and the Filipinos will then have ever ready belligerent 
forces for the Pacific race. 

From Filipino businessmen you will be able to find out that the 
Sugar plants came in the year 1714 over the Mediterranean Sea, and 
the Spaniards discovered the Islands. Therefore, the Philippine 
sugarcane-production has existed 100 years longer than the produc
tion of United States sugarcane and also the product of the Philip
pines. The production of sugarcane in the Philippines is only 8 
percent of the sugar consumed by the United States. It is proven 
that the Filipinos put more stress on politics than on sugar-produc
tion, while Cuban production of sugarcane is 55 percent of the United 
States consumption. Why cannot the Filipino people progress to 
that extent, since we have vast agricultural lands, virgin forest, and 
·unoccupied areas! It is because much politics has taken a hand in 
our sugar-production. In view of the foregoing we hereby request 
this honorable Joint Preparatory Committee to give this matter your 
I?nd attention, for, in so doing, you will be working for the up
liftment of the 10 IniIlion laborers in the Philippines, who are at 
present jobless. 

The fact that the American people desire to close the American 
market to Philippine products is more advantageous to the Filipino 
people because we have a ready market in many nations. The Ameri-
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can people ~losed their market for helium to all countries. There
fore, since the Philippine Islands have an abundant deposit of this 
mineral, we can be sure -of markets in Germany, Italy, France, Spain, 
and other Civilized nations in Europe. For we can easily propose 
to these nations a reciprocal trade relation on account of the low 
price of our sug!i.l-, and taking into consideration the fact that sugar 
beet contains 6 percent of sugar, while the general average of the 
sugarcane in the Philippines is 13 percent and that will be available 
to raise 25-percent sugar by applying scientific economical process. 
We can make and cultivate 10 years ratoon by the same production 
and we can eliminate the cutting, hauling, and crushing. There
fore, we will be able to make a saving of from 30 to 40 percent. 

Remember the sugar, the consumption of sugar is 12 to 17 million 
tons which is needed by three fourths of the population of the whole 
world. If the Philippine sugar cannot find any market at all, this 
is what one can do; keep our sugar and turn to other things-well, 
you ask what to turn to. Sugar can be turned into gunpowder, and 
in so doing we will be able to sell same to Japan, Germany, Italy, 
and other nations who are in dire need of war materials. Failing 
in this, we can transform it into Jerez wine, cognac, and gin, and 
the rest of our sugar-production can be transformed into acetic acid, 
which is an important factor for the manufacture of the rubber 
industry. 

Let us now take the point of cotton-production of the United 
States, which is about 88 percent of the total production of the South
ern States. When the Philippines is free, we will be able to trans
form abaca and maguey into a product that can be used instead of 
cotton. Therefore, the United States cotton industry will find a 
keen competition with our similar products in the world market. 
In the same manner, we can cite also the embroidery industry of the 
Philippines as one that is widely demanded by American women. 
The total production of embroidered articles in the Islands amounts 
to 11 million pesos. Should our trade with America. be closed, they 
will also lose the opportunity to obtain our embroidery in the same 
quantity and price. 

Next, we must take into consideration the coconut-oil industry. 
The coconut oil can be transformed into combustible gases the same 
as the carbide- and petroleum-production of the Dominion of Ca.nada, 
Australia, and the United States. The transportation of carbide and 
petroleum is ten times higher than the coconut combustible gases for 
the same power and amount, and the coconut lubricating oil is es
sential for airplane, seaplane, armor, and motorboat because of more 
resistance for the heat than mineral oil. 

The suga~men come around here, and they say, "Well, we are 
supporting 2 million. The 2 million Filipino people of the laboring .. 
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classes", they say, "are dependent on the sugar industry." I do not 
believe it is right. It is not quite true, Gentlemen, because maybe 
one fifth of those working on the haci.6ndaa and the sugar centrals, 
after three or four months, are fired out; they are dismissed and a 
few are left. Therefore, how about the eight months ¥ Who is go
ing to support them! They are not dependent oJ1lo the sugarcane
the laboring classes of the Philippines-and this is very true-so, in 
this statement, as I understand, the sugar-men are damn liars. They 
said that the export taxes-Mr. Hawes said this-do not add even a 
dollar to the Treasury of the United States. All right, if it is true, 
why did Mr. Hawes not investigate that matter! Being father of 
t'Je law, he must investigate that matter. Why, Filipino, what is the 
matter with you' You are gaining 50 percent. Why do you not add 
some dollars to the United States! It is your duty, is not iU Mr. 
Alunan says compare the full tax derived in the United States. The 
businessmen will take the business or the laboring classes will take 
the government or the laboring classes will take the business, pro
vided the government will take care of the finances. We have no 
finances. Of course, I am also a. businessman, but without capital. 
Say, how do you make business without capital' 

Another thing. The coconut-man came around and he raised his 
complaint, pleading for fair treatment. But he was mistaken, be
cause he painted it in wrong color. He says 3 percent, that is too 
much luxury. Well, then, but these coconut-oil men say our inde
pendence will double these taxes. And that tapahan, or smoke 
process, is a process done 100 years ago. But they do not find out 
what is the trouble with that. You know what is the trouble with 
that' That is a. racketeer process, or what you call, robbing process 
or cheating process. They want to cheat the seller; the seller wants 
to cheat the buyer. That is the meaning, because this process, 100 
years old, was not dictated by their minds. Dr. Roxas says they are 
losing 2 million every year for the coconut industry because of the 
tapahan system. He says on every hectare they spend 100 pesos for 
clearing. It is not true. I make clearing 30 pesos to 35 pesos a. 
hectare. I clear all the hacienda of Abucay andromewhere there in 
Tayabas, to plant coconut. I do my clearing with my bolo, with my 
own hand. I can tell you because I am a worker. Now make another 
petition-one million excise tax for the United States for develop
ment of abaca, tobacco, and sugar. If you do this you will add 
dollars and dollars to the Treasury of the United States. Besides 
that we better prepare the ground for laboring classes because the 
businessmen of the Philippines or inve..<dors will make a strike and 
close the factories and close everything. Who will open it ! We can 
tell you; we will open it. We know everything. . 

... 
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Suppose another petition-the labor protection for primitive sys
tem of mining .. That means the mining law. Suppose an Igorot or 
Manguian is engaged in mining. A prospective customer comes and 
makes an ofl'er. The Manguian sells his right. The custom is to 
ask a little time and get some gold and sell it. Now, the very wise 
prospector makes a sketch of that part and brings it to the re
corder for registration and pays a little. Approved, and, then an 
American comes to buy that in cash. Say, "'3,000, cash. Approved. 

I suggest that the "'47,000,000 of the Adams bill be returned to 
us. The Filipinos have no right to that, according to Mr. Adams. 
That is about the devaluation of gold. We know that there is a 
law already approved by Congress. But Mr. Adams changed his 
mind. He said that you have no right. But I appeal to you that 
the "'47,000,000 be returned here, and I propose that one third of this 
amount be given to the provinces, one third to the improvement of 
gold industry, and one third to the national defense. 

Now, I shall close my additional statement because my time is only 
10 minutes, and I express my great gratitude and my courtesy to 
the Committee, through Dr. Dorfman. 

I thank you. 
Chairman MAoMURRAY. Are there any questions to be addressed to 

Mr. Dayao! 
(No response.) 
Mr. Marcelo Garcia. Is Mr. Garcia present! 
(No response.) . 
Then, that concludes the representation on behalf of the ~abor 

Mining Association. 
(Here follow the mimeographed briefs of the Labor Mining 

Association.1 ) 

Chairman MAoMURRAY. The next organization to be heard is the 
National Executive Council of the Popular Front, to be represented 
by General Jose Alejandrino. 

STATEMENT OF GENERAL JOSE ALEJANDRINO, ON 
BEHALF OF THE POPULAR FRONT 

General ALEJANDRINO. Mr. Chairman, I have nothing to add to my . 
brief 1 except to make a small correction in the figures. On page 3 
there appears 6,583,838,000. It seems to me that the true figures are 
6,984,438,000. And besides that we forgot to mention the bibliog
raphy, and I wish to submit the same to the Committee. 

(The following is the data submitted.) 

• See vol. III. 
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Japan's Fight tor Freedom, by E. W. Wilson. 
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Outline of the World's Military History, by Lieutenant Colonel W. A. 
Mitchell. 1 

The Alps, the Danube, and the Near East, by Frank G. CarPenter. 

Now, I come here ready to answer any question that the Commit
tee may see fit to ask me, but I prefer to speak in Spanish because my 
English is very poor. 

Chairman MACMtmBAY. Are there any questions to be asked of 
General Alejandrino' 

(No response.) 
Thank you very much, General. 
The next speaker will be Judge J aranilla. 
General ALEJANDRINO. Judge Jaranilla cannot come, according to 

his letter addressed to the Committee. 
Chairman MAcMtmBAY. The Honorable Miguel Cornejo. 
General ALEJANDRINO. Mr. Miguel Cornejo cannot come also. 
Chairman MACMtmBAY. You alone appear for the Popular FronU 
General ALEJANDRINO. Yes, Sir. 
Chairman MACMtmBAY. That concludes the hearings on behalf of 

the National Executive Council of the Popular Front. 
(Here follows the printed brief submitted by the National Execu

tive Council of the Popular FronU) 
Chairman MACMtmBAY. The next witness will be a representative 

of the Sakdalista Party of the Philippines. 
Mr. TtONGCO. The Sakdalista Party of the Philippines have agreed 

to utilize the services of Mr. Elpidio M. Santos, an attorney, as the 
spokesman for the Sakdalista Party this time. 

Chairman MAcMtmBAY. That is for the whole group, in place of 
you,Mr.~ongco' 

Mr. TtONGCO. Yes, Sir. 

STATEMENT OF MR. ELPIDIO M. SANTOS, REPRESENT
ING THE SAKDALISTA PARTY OF THE PHILIPPINES 
(NATIONAL GROUP) 

Mr. SANTOS. Mr. Chairman, and Members of the Committee: I 
wish I were in a position to speak in my own dialect to avoid being 
embarrassed in speaking a language which is really not mine. But 
in as much as it is· the official language required in this hearing, I 
will proceed to speak in English. 

I See vol. IlL 
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The Committee must have noticed with profound feeling how 
strongly worded are some parts of our memorandum.1 I wish I 
could be able to eliminate any possible hindrance to a sound under
standing between us, for it would be useless tQ proceed into a lengthy 
discussion of an important subject such as the one we are going to 
have now, if our views were to be spoiled by 0. serious misconception 
of the intent of anyone of us. In characterizing our memorandum 
with such an upen frankness, it is not our desire to hurt the feeling 
of anyone or to place the relationship of Filipinos and Americans 
under a troubled atmosphere. We just want to impress each and 
everyone of you with the true sentiment and attitude of our people 
toward the United States. We believe this Committee needs not only 
facts in the preparation of its recommendation but also a fair knowl
edge of the true sentiment of our people toward the United States 
in relation to the effects of American domination over the Philip
pines. We believe no harm can be done if we tell you that this 
is not yet the precise time for America to expect from us cheerful 
words, for that will only tend to magnify the idea cherished by 
Americans-that we Filipinos are better satisfied with the status of 
a slave than that of a free citizen. The people on whose behalf this, 
representation is being made desire to show, first and above all, that 
they are really sincere and worthy of the independence which they 
so desire. They are aware of the value of preserving their honor 
and their own national consciousness, and they believe this cannot 
be done except by manifesting a desire to defend those prerogatives 
by measures in reasonable proportion to the means by which they 
are ignored and suppressed. 

Unlike any Qther organization, our party dQ6S not ask for any 
concession of commercial privilege from the United States. It is 
our opinion that this is not yet the precise time for us to ask for 
any privilege, either political or commercial, except true and com
plete independence. It is our honest belief that, whatever we may 
desire now, whatever may be the agreement between the people of 
the United States and the Philippines that is reached through our 
petitions, the sole will of the United States will always prevail . 
. The Tydings-McDuffie act was passed. It is said to embody a. 

covenant between the United States and the Philippines. But it 
is regrettable to say that the United States is the first to violate th~ 
provisions of the Tydings-McDuffie act. It is to be noted that a 
law of Congress which was passed imposing the 3-cent tax for 
every pound of coconut oil sent to the United States from the Philip
pines took place after the passage of the Tydings-McDuffie act. The 
law of 1909, if I am not mistaken, providing for a free trade be-

1 See voL III. 
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tween the United States and the Philippine Islands, says that manu
factured articles in the Islands containing more than 20 percent of 
foreign materials cannot be brought into the United States free of 
duty, while the United States is at liberty to bring into the Islands 
any kind of manufactured article, no matter how much foreign mate
rial is contained therein. That shows it is useless for us to ask 
for any concession; it is enough for us to ask for the concession of 
complete independence, because that will be the only way by which 
we can remedy the various problems of the Islands. 

We have contended that we need this industrial development of 
our own. As things go on now in the Islands, we are not at liberty 
to develop our industries, although there is no definite provision 
of the law prohibiting any Filipino to develop and improve his in
dustry. But if we take into account the fact that all foreign man
ufactured articles, especially those coming from the United States, 
have access to the Philippines without the United States giving us 
any privilege to pass a tariff law of our own to protect our indus
tries, that is enough to discourage the development of our industries. 
The various industrial organizations of the Philippines are con
trolled mainly by foreign capital. According to a Oongre88imwl 
Record, I think it was in 1932, containing the report of the Resident 
Commissioner of the Philippines to the United States on all the in
vestments of the Islands, only 10 percent are by the Filipinos and 
90 percent are by foreigners, mainly by Americans. How in the 
world can you expect us to develop our industries in that kind of 
business! Ten percent cannot be said sufficient to encourage the 
development of our own industries. 

The United States has retained absolute power or has reserved. 
absolute right to dominate the markets of the Philippines. I will 
cite to you the actual occurrences in the far distant barrio8 of the 
Islands. A Filipino laborer, for instance, whenever he desires to 
found his oWn industry, is always vexed by excessive taxation. He 
has no opportunity to rise beyond the level of a beggar. And this is 
caused no less than by the preservation of the United States of the 
absolute right to dominate our industries. 

I have seen in the previous days in the hearings of this Committee 
that various industrial organizations were represented by foreign
ers, although they pretended to speak on behalf of Philippine indus
tries. That sounds queer. Everything here is being done in the 
name of Filipinos and in the name of the Philippines, but, when we 
see the effects, we see that the benefits of various industrial· enter
prises go into the hands of the foreigners and not into the hands 
of the Filipinos. Any law passed by the American Congress relat
ing to the Philippines is always done in the name and for the bene-
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fit of the Philippine Islands. But when we see the e1fect, we see 
that the benefits are for the foreigners and not for the Filipinos. 

Before the conquest of these Islands, the Filipinos were enjoying 
absolute liberty in the development of their local industries. But 
when the Philippines was dominated by a foreign power, their busi
ness collapsed, and when the Americans came to substitute the 80-

called ''tyrannical'' government of Spain with one based on the prin
ciples of denrocracy, we see the same eft'ects of the Spanish Govern
ment. I think I am becoming too frank, but there is no use telling 
you that the Filipinos are grateful to the Americans when the truth 
is, t;hroughout the breadth and length of the Islands, there is a con
tinuously brewing discontent among the masses because of inequali
ties in the law. Unless independence is granted to us, we see no 
way of solving any of our problems. The various commercial or
ganizations in the Islands are desirous of a continuation of the 
American rule in the Islands, even after the transition period as pro
vided in the Tydings-McDuffie act. They claim that the Philippines 
should be given ample time to readjust its economic conditions. But 
it will be enough to cite that even those who worked for the passage 
and acceptance of the Tydings-McDuffie act are the very same per
sons who launched the attack against that act. Our local business
men say that the Philippines must be given a longer time. 

Now, mind you, they are beginning: to feel the weight of the 
Tydings-McDuffie act. . It is provided therein that in the last five 
years of the transition period a. gradual export tax shan be paid by 
Filipino exporters. If today they are begining to feel the weight of 
that burden, how much more weight will be felt by them when we 
come to the sixth, to the seventh, to the eighth, to the ninth year of 
the transition period' Apparently, the enemies of our welfare have 
succeeded in inserting that provision of the law to discourage us 
in our desire for complete independence. Probably a.t the con
ference which, according to the Tydings-McDuffie act, is to take 
place one year before the end of the transition period, probably at 
that conference the Filipino delegates will ask for perpetual re
tention of the Islands by the United States because of the weight 
imposed by the Tydings-McDuffie act. The United States did not 
give us liberty to trade with foreign countries, while it is now 
there in the act as an accomplished fact that we are to pay gradual 
export taxes to the United States. We do not object to this pro
vision of the act if we are given now the liberty to seek markets 
in foreign countries for our products. But that is not given to us by 
the Tydings-McDuffie act. We are not asking for an amendment 
of tbe law, in as much as our contention is that nothing can be 
done to remedy our situation except by giving us independence. 
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Nevertheless, I cannot· help but cite the unequal provision of that 
law to show that, whatever we may ask now, whatever treaty may 
be made as a result of this conference, that treaty will only be 
dictated by the sole will of the United States. 

I come to the question of naval bases. The United States has 
reserved a right to retain naval bases and fueling stations in the 
Islands. Our contention is that these naval bases in the Islands are 
far from being a guaranty of our security. We Filipinos are made 
to believe that it will be better for us to remain under the pro.
tection of the United States rather than run the risk of depending 
upon our own capacity for the protection of our security and our 
integrity. Even now, the naval and military reservations of the 
United States in the Philippines are beginning to ar01!se suspicion 
on the part of other powers. When I was in Japan I succeeded 
in gaining some information about the Japanese feeling about the 
Philippines. It is the general consensus of opinion among the 
Japanese people that the retention of naval bases by the United 
States in the Islands will, some day, become a menace to the peace 
not only of the Philippines but of the whole Far East. This is 
due to the fact, I found out, that there is a keen competition among 
the powerful nations of the world having commercial interests in 
the Far East. O>mmercial interests by themselves cannot stand 
alone. They will have to be protected by a sufficient force, and, 
in as much as the object of the United States in retaining naval 
bases here is to insure economic supremacy not only in the Philip
pines but possibly in the whole Far East, this fact is causing a cer
tain degree of restlessness among other oriental peoples. 

I think I have to tell you all this frankly to avoid unhappy 
events in the future. Before appearing before this Committee, I 
was counseled not to tell these things, but we are not playing di
plomacy with the United States now. We are only telling facts; 
what we believe in our opinion will take place in the future. .Di
plomacy on our part is not proper now. Diplomacy will only tri
umph when it is backed up by force. The Philippines will derive 
no benefit unless we talk as a free, independent nation. We are here 
telling you the true' facts which may have some relation to the future 
of our country. In case the present conflict spreads to other parts 
of the Far East, in case it embroils the Philippines, no doubt there 
will be only two alternatives for the United States: either to with
draw, or to protect the Philippines to uphold the good name and 
honor of the United States at the cost of thousands of lives and 
probably millions of dollars. But this will give us no benefit. The 
occurrences in other countries show us that naval bases in the Philip
pines are not sufficient protection for the Philippines. Probably,if 
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an enemy desires. to take these naval bases, they will not launch the 
attack directly at them but will take some portion of. an adjoining 
territory as a base of operations. We are not telling this as a 
military strategist. We are only citing this to show you the prob
able effects on our economic status of such a conflict, in case it takes 
place. Nobody can calculate now how much havoc and destruction 
will be wrought on our industries, on our fields, and on our houses 
in case the Philippines is embroiled in a war. 

We do not even believe in the contention of others that the Philip
pines must first be prepared militarily under the guidance of the 
United States. We believe if we are left alone with a government 
of our own, we can undertake the defense of the Philippines with
out the aid of any foreign country. A military defense undertaken 
for the true security of a country must be undertaken by the citizens 
of that country alone without being helped by other powers. We 
do not say that the United States may become an enemy of the 
Philippines afterward, but who knows' 

The contention that the United States can prepare the military 
defense of the Philippines within 10 years is without foundation. 
As is cited in our memorandum, not more than 160 million pesos may 
be devoted to the military defense of the Philippines within 10 years. 
We may even double that amount, but still that amount will not be 
sufficient for a complete military defense of the Philippines. Now, 
after the termination of the so-called "transition period", when the 
Americans will see that we are not yet prepared to defend our
selves, perhaps those who are opposed to Philippine independenCe 
will again say that the United States must still retain the Philippines 
because the Philippines is not yet ready to repel foreign invasion. 
The program, as we see now, of the military defense of the Islands 
is very costly. It is our honest opinion that we do not need as 
large an army as is being prepared now, as is being undertaken now 
by the Commonwealth Government. After all, this military prep
aration will not be enough to guarantee the safety of the Philippines. 
There is the probability that this military preparation in the Islands 
may only invite foreign intervention. Other powers may regard 
this as a preparation by the United States; and this is not a joke. 
We have to tell you here our own findings. Our findings reveal that 
other powers are beginning to suspect that the military organizations 
in the Islands are not being done on behalf and for the benefit of 
the Philippines but that in case of extreme urgent necessity the 
United States will perhaps use this military organization as a con
tingent of the United States Army. This is not without legal foun
dation. It is stated in the Tydings-McDuffie act that the President 
of the United States, by a single proclamation, can mobilize all the 
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armed forces of the Islands. This provision alone is causing a. 
wide-spread suspicion among our people. They say that this or
ganization is devised, not for the protection of the Philippines but 
to slaughter, to kill the Filipinos later. I have to repeat that this 
is not my opinioli; that is the opinion of the masses on whose behalf 
I am speaking now. 

The last thing I am going to speak about is the neutrality of the 
Philippines. Many believe that a neutralization agreement will not 
be a sufficient guaranty for the territorial integrity of the Philip
pines. The belief is well founded, but allow me to tell you that 
the danger of disregarding the neutrality of the Philippine Islands 
in case it is achieved will not exist. We have to rely on the opinions 
of persons who are versed enough in the question of our relations 
with other countries. It is intimated very often that, although the 
Philippines may be neutralized, there is still a probability that a 
foreign country, another foreign country other than the United 
States, will later come up and take possession of the Philippines. 
History shows that such an aggression only takes place when the 
relation of one country with another is so strained as to call for a 
disregard of neutralization agreement. Let me cite an instance to 
clarify my statement. Belgium was enjoying neutrality before the 
outbreak of the World War, but, when the war broke out Germany 
did not heed the protest of Belgium, and proceded to invade Bel
gian territory, just to wrest the territory of the enemy. Such an 
unhappy event will not take place in the Philippines in case of con
flict in the Far East; we do not believe the Philippines will be placed 
on the line of attack of any belligerent. The fact that the Philip
pines is situated between the territories-the possessions-of Eng
land, Holland, France, and Japan, does not give ground to the be
lief that when a serious conflagration takes place in the Far East 
the Philippines will be invaded just because it is weak. On the other 
hand, if we have here in the Islands American naval bases and 
fueling stations, no matter how rigid the provisions of a treaty pro
viding for the neutrality of the Philippines, perhaps other power, 
may invade our territory simply because we are harboring here· a 
force which is also a menace to the security and to the interests of 
other foreign countries. 

The case of Manchuria has always been cited by those who are 
opposed to Philippine independence. I have cited the occurrence 
that led to the Manchurian incident. In addition to this, permit me 
to say, as soon as the Philippines is set free, the danger of another 
foreign invasion will be completely eliminated. We have reason 
to believe in the doctrine being propagated by a certain organiza
tion in the Far East asking for the cooperation of all Asiatic peo-

82709-88-vol. 2--40 . 
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pIes, not for the purpose of annihilating the interests of the Western 
powers but simply to balance the trade and commercial relation
ship in the far East, so as not to irritate, so as to give equal oppor
tunities to all foreign nations, including the Western countries, to 
trade in the Far East. 

Now, the Philippines is in great danger. The competition among 
capitalistic countries is so keen that each and everyone of them 
manifests a desire to grab or to have the control of the Philippine 
market. The Japanese are trying to control our market; the Chinese 
are trying to control our market; the Dutch are trying to have a 
good access to our market. In the face of these threats, the United 
States must maintain here such a rigid discipline as to· avoid the 
collapse of American interests. Now, this is causing so much diffi
culty among the Filipinos. Foreign goods are coming here to the 
Philippines to such a great extent that the Filipinos are being de
prived of the opportunity or are being discouraged because of this 
foreign competition. We believe that once we are set free, the 
enthusiasm, the courage of our people, will be aroused. The case 
of Czechoslovakia may be cited. Before freedom was granted to this 
small country, the Czechoslovaks were more impotent than the Fili
pinos are now. But when Czechoslovak independence was granted, 
there arose such a spirit and enthusiasm among them that, only 
after a few years of self-government, they already enjoyed such 
prolific business enterprises as to be compared with other countries 
of almost the same size. 

Now, permit me to conclude by saying that we are really willing to 
extend our cooperation to the people of the United States, and es
pecially in matters of trade and commerce, but we are helpless now; 
we cannot extend that cooperation unless we are free. Cooperation 
is only possible between two peoples who are enjoying equal privileges 
and equal rights. Anybody may call our present relationship a true 
cooperation, but permit me to say, with much regret, that this is not 
cooperation. Everything done here in the Islands depends solely, 
always depends solely, upon the will of the United States. I believe 
the members of the Committee should be willing to find some remedy 
for this anomalous situation. The Committee was sent here to the 
Islands apparently to seek our cooperation. But under our present 
status, we are only free to voice our opinion, we are only free to say 
what we want, we are only free to cite occurrences. But when it comes 
to the enactment of a law or the actual performance of a treaty, it is 
only the United States which has the first and last say. 

Chairman MAcMulUu:r. Are there any questions to be addressed 
to Mr. Santos9 (No response.) There are no questions; thank you, 
Mr. Santos. 
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(Here follows the printed brief submitted for the Sakdalista Party 
of the Philippines (national groUp).l) 

Chairman MAcMURRAY. The next organization to be heard is the 
Sakdalistas of Cavite, to be represented by Mr. Fernando A. Manuzon. 

STATEMENT OF MR. FERNANDO A. MANUZON, ON BE
HALF OF THE SAIIDALISTAS OF CAVITE 

Mr. 11urozoN. Mr. Chairman, Members of the Committee, and 
Fellow Citizens: Perhaps in reading the memorial 1 of the local Sak
dalistas of Cavite you have noted that its first half was written in 
English, and the other half was written in the native dialect of the 
Filipinos, the Tagalog. Therefore, it is requested by the committee 
of the Sakdalista Party of Cavite that its representatives be permitted 
to speak before the assembled honorable members of the Committee 
in the native dialect, with the assistance of an interpreter of the Gov~ 
ernment who may be here. 

Chairman MAcMURRAY. Pardon me. Before you commence, let 
me ask you to pause after each paragraph or so, in order that we may 
then have the translation and follow in sequence as you go along. 

(Mr. Manuzon spoke in Tagalog, and his statement was translated 
into English by an interpreter.) 

Mr. MANUZON. It is a fine opportunity that the President of the 
United States and President Quezon have decided to send to the 
Philippines a Committee to investigate the situation of the country. 
The Filipino people are happy that the American members of the 
Committee shall have the opportunity of finding out what is happen
ing inside and outside of the Government of the Philippine Islands. 
Our organization has received copies of newspapers stating that this 
Committee was organized in order to find out the situation of the 
Philippines concerning independence. 

Chairman MAcMUBRAY. May I, at this point, lest there be any mis
understanding, refer to the introductory statement which was made on 
opening these hearings, that the Committee has not been requested to 
recommend a date for. political independence, either earlier or later 
than that fixed in the Independence Act. The Committee will there
fore confine its consideration of that question to the bearing which 
the advancement of the date of independence would have on facili
tating or retarding the execution of a program of economic adjust
ment in tpe Philippines, as set forth in the joint statement of Presi· 
dent Quezon and Assistant Secretary Sayre issued to the press on 

• See voL In 
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March 18th last. It is consequently expected that all those presenting 
to the Committee either written or oral statements relative to the 
question, or to the advancement of the date of independence, will con
fine such statement to a consideration of the economic problems in
volved. I will quote from that introductory statement and then ask 
the interpreter to translate it into "Tagalog. In making the statement 
referred to, I requested in behalf of the Committee the cooperation 
of the Filipmo people and continued ~ 

I take this occasion to express, on behalf of the Committee, the hope that 
those presenting to it information and statements of their views will, in a spirit 
of such cooperation, facilitate the Committee's work and avoid confusion as to 
its proper responsibilities, by a considerate restriction of their remarks to 
those matters which are within its competence and relevant to the questions 
with which it is authorized to deal. 

(By order of the Chairman, the above quotation was translated in 
Tagalog for the benefit of the audience.) 

Mr. MANuzoN. In regard to the statement of the honorable Chair
man of the Committee, I can give to this Mr. Interpreter a copy of 
the Bulletin issued August 1st, relative to the scope of the Com
mittee's work, and Mr. Interpreter can read to the public the issue 
of the Bulletin on August 1, 1937, regarding your visit here. 

Chairman MAcMURRAY. I think it is qUite unnecessary to have any
thing read for the purpose of defining for the Committee the purposes 
for which it is in the Islands. 

Mr. MANUZON. Well, according to the issue of the Bulletin, it was 
the purpose of the Committee to study the situation of the FilipInos 
and its bearing on independence, as per issue of the Bulletin, and we 
based our memorial according to the issue of the Bulletin. 

Chairman ~lA.cMURR.AY. That was not an announcement of the 
Committee. 

Mr. MA.NUZON. I think it is here, Mr. MacMurray. It was released 
from Washington on August 1st. 

Chairman MA.cMURR.AY. It was not an official announcement. If 
you will forgive me, the Committee is not prepared to enter into any 
debate as to the scope of its functions. 

Mr. ~lA.NUZON. Whether it is official or not, I think the best way is 
to read these statements, so that the members of the local committee 
of the Sakdalista Party will know what they can do in their memorial. 

Chairman MAcMURR.AY. As I said, the Committee is not prepared to 
entertain any debate as to the scope of its authority, and I must rule 
that the reading of any newspaper statement for that purpose is out 
of order. 

Mr. MANUZON. Well, if that is all, I will just supplement our me
morial on page 3, the last paragraph. And I think we can talk a 
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little about this memorial. It is just supplementary to our memorial 
on page 3, the last paragraph, which begins from: 

The nonaccompIisbment of the .Jones Law the Filipinos can never allow any 
other act to lambast our peace, our security, our happiness and our honor. 
The uncertainty of Independence provided for by the Tydings-MeDu1Iie Law 
recalls the fresh grievances of the .Jones act which the American people had 
so mIstakably broken their promIses and national Honor. 

Then we come to the topic of trade relations. As supplementary to 
that paragraph, I will read this short written statement. 

Eloquently President Wilson, upon accepting the cause of humanity during 
the World War, declared the following statement before America entered the 
World War. The President said in part: 

We fight for the right of nations great and small, and the privilege of 
men everywhere to choose their way of life and of obedience. The world 
must be made safe for democracy. We have no sel1ish ends to serve. We 
desire no conquest, no dominion. We should be satisfied when those rights 
have been made as secure as the faith, as the freedom ot nations can make 
them. To such a task we can dedicate our lives and our fortunes, every
thing that we are and everything that we have, with the pride ot those 
who know that the day has come when America is privileged to spend her 
blood and her might for the principles that gave her birth and happiness 
and the peace which she has treasured. 

Now, we come to the trade relations, which is written in our 
memorial: 

Touching the point ot economic situation of the Philippines regardless ot the 
many obstacles and heavy burden imposed on Philippine trade can't or par
tially foil the Filipino struggle for Independence. A free Philippines even with
out the American markets or whosoever can live, can stand alone firm and 
maintain her dignity among other nations. It can be well remembered that 
all country under sovereignty of other power can't expect any progress in any 
manner In Industrialization and economic problems. The American History 
itself proves that in her past struggle for Independence it was the economic 
problem and BOCial ills that led her people to an early realization of her 
independence. 

I think that is all, and if there are any questions relative to tms 
topic which the members of the Committee would like to ask, thb 
committee in charge of the Cavite Sakdalistas is ready to answer. 

Chairman MAcMURRAY. Are there any questions to be addressed 
to Mr. Manuzon! (Silence.) There are no questions. Thank you, 
Mr. Manuzon. 

The next speaker on behalf of the Sakdalistas of Cavite is Mr. 
Ignacio Martinez. 
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STATEMENT. OF MR. IGNACIO MARTINEZ, ON BEHALF 
OF THE SAKDALISTAS OF CA VITE 

(Mr. Martinez spoke in Tagalog, and his statement was translated 
into English by an interpreter.) 

Mr. MARTINEZ. Honorable Members of the Committee: Much as 
I would like to use the language of the American members of this 
Committee, I-am constrained not to do so, because above all it is my 
bounden duty to use the language which I have imbibed from my 
mother and because I know that through the same language other 
politicians were able to obtain from the United states Government 
what they aimed at or what they sought. 

I understand that the purpose of this Committee is to deal with 
the trade relations between the United States and the Philippines. 
It is the belief, however, of the Sakdalistas from the Province of 
Cavite that there will be no economic. stability in the Philippines 
unless our political situation is first adjusted. It is the belief of this 
group, which I am representing here, that the political problem of 
the Philippines must be, and should be, above the economic prob
lems, because we know that even the United States, before they 
acquired their economic independence, first struggled and tried to 
sever their relations from England in order to acquire their political 
independence. According to the present economic situation of our 
nation, we believe that, under the Tydings-McDuffie act, the Philip
pines will never . be independent economically or politically. As a 
proof of my assertion, I quote the Honorable Manuel Rons, who 
stated in his speech of January 16, 1934, that ''the Philippines will 
not be free economically or politically even after the 10-year transi
tion period under the Tydings-McDuffie act or under the Common
wealth Government". 

I stated before that we first should have our political independence, 
then oureconom,ic independence; and I stated this because our group 
believes that it cannot expect anything, so far as Philippine inde
pendence is concerned, from the wealthy people and from the states
men and politicians of the Philippine Islands. In order to support 
this statement, I would like to quote a certain resolution drafted by the 
hacenderos, or owners of haciendas, of the Visayas, particularly those 
from Panay and from Negros and Iloilo, and endorsed by many of 
our political statesmen. This statement was made in the year 1916, 
while independence was being dealt with in the Congress of the United 
States. This resolution opposed the grant of independence to the 
Philippines, and that is the reason why I stated that we cannot ex
pect from the wealthy people nor from the politicians of the Philip
pines the grant of our independence. Hence, I requested, as I have 
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already stated, from this Committee, that independence first be 
granted before we talk about economic problems. 

I would like to quote the message of President McKinley of the 
United States in connection with the United States-Spanish War, 
which was made at the beginning of American sovereignty over the 
Philippines. President McKinley stated that the war that the United 
States was then waging against Spain was not a war of conquest, but 
it was for the purpose of helping the Filipinos to sever relations from 
Spain and teach the Filipino people how to become free. It has been 
also stated by the first Governor General of the Philippines in a 
phrase that has become famous "the Philippipes for the Filipinos". 
The promise contained in the Jones act also stated that the Philip
pines was ready for independence, and that s~atement was made before 
any dealing was done, before the trade relation between the United 
States and the Philippines was dealt with. This statement was con
firmed by the late PresidentW oodrow Wilson in his message to the 
United States Congress in the year 1920, to the e1l'ect that the Filipino 
people have shown themselves to be capable of independence. I am 
quoting again from, the message of President Wilson to the United 
States Congress, which, in part, says: The Filipino people are suc
cessful in maintaining a stable government. I am bringing this fact 
to your attention in order that we might fulfil what we have promised 
them, and that is their independence which they have long been wait
ing for. But according to what we, the Sakdalistas of the Philippines, 
observe as the situation produced by the enactment of the Tydings
MacDuffie act under the Commonwealth Government, it is our belief 
that the Philippines will never obtain its independence under that 
law. If the honorable members of this Committee here were to pro
pound to me the question whether, if Philippine independence were 
granted, the Philippines would be able to stand econom;ically, I 
would not hesitate to answer in the affirmative, even if the United 
States market were closed to our trade. The advancement of Philip
pine trade is not an unknown fact to the members of this honorable 
Committee. As a proof of my assertion, I would like to cite the fact 
about the :P'lOO,OOO,OOO brought by President Quezon to the Philip
pines as the profit of Philippine goods entering the United States 
market. This is one more proof that Philippine trade is advancing. 
I have stated that we will be able to maintain our trade, even if the 
United States should close its market to the Philippines, because a 
free and independent nation is also free to open new markets and to 
carry on free trade with other free nations. I would like to cite. the 
examples of Japan, China, and other free nations who have free trade 
with other free nations of the world. This is inevitable, because the 
Philippines have products which other nations do not haye. 
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As regards the stability of the nation from the standpoint of na
tional defense, r would like to state that even now the Philippines 
is stable; because even now we have the constabulary, and we have 
that part of the United States Army under the title of "Philippine 
Scouts", who are experts in their line and who are undertaking at 
the present time to train our future soldiers; all of this under the 
guidance and instruction of the United States' own expert, General 
Douglas MacArthur. If it is stated that at the present time the 
Philippines as a. nation is very poorly armed, I have no doubt that 
it is true and it will be true while the United States is the sovereign 
power, because, unless we are free and independent, we cannot carry 
out our scheme of military development. 

For that reason, this organization, that is, the Sakdalistas of the 
Philippines, respectfully inform the honorable members of this Com
mittee that it is now high time that the promised independence of 
the Philippines be fulfilled, because this promise has been made ever 
since the inception of the American sovereignty in these Islands. 
Let me thank the honorable members of the Committee for their 
attention, and I also request that the petition of this group be 
entertained by the honorable members of this Committee as the voice 
coming from the masses of the Filipino people. 

Chairman MAcMURRAY. Are there any questions to be addressed to 
Mr. Martinez¥ (No response.) Thank you, Mr. Martinez. 

The next speaker on behalf of the Sakdalistas of Cavite is Mr, 
Fernando Y. Tafigog. 

STATEMENT,OF MR. FERNANDO Y. TANGOG, ON BEHALF 
OF THE SAKDALISTAS OF CA VITE 

(Mr. Tafigog spoke in Tagalog, and his statement was translated 
into EngliSh by an interpreter.) 

Mr. TANGOG. Honorable Chairman and Members of the Joint Com
mittee on Philippine Affairs: It is with pleasure to us that this Joint 
Committee of Experts has arrived because the Sakdalista group of 
the Philippines will have an opportunity to have their complaints 
presented ,before the Committee in connection with Philippine 
independence. 

Chairman MAcMURRAY. May I ask, before the speaker proceeds, 
if he heard the statement which I read just now to the effect that 
the Committee is not concerned with the question of independence 
and ~s nob prepared to entertain complaints with regard to the ques
tion of date, but only to consider the bearing which an earlier or 
later date of independence might have upon the economic questions 
involved' ... 
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Mr. Tdooo. I understand that the motive of the experts in com
ing to the Philippines is to make a. survey of the Philippine economic 
situation. It is my opinion, however, that the Philippines will not 
be free economically unless it is first granted its independence. I 
make this statement beca.use, according. to the Constitution of the 
Philippines under the Commonwealth Act, in article 1, it says: 
"Every citizen of the Philippines will pay allegiance to the United 
States", while, in article 10, it says that the Philippines cannot carry 
out trade treaties with other nations without the authority of the 
United States. I make this statement because, as happened in the 
year 1934 in many sugar plantations of the Philippines, cane had to 
be cut down and left to rot and waste because, according to certain 
provisions of the Tydings-McDuffie act, it was over the quota allotted 
to the Philippines. It is, therefore, the request of the Sakdalistas that, 
before the economic problems of the Philippines be dealt with, it 
first be granted its independence, as stated by the speaker who 
preceded me. . 
If the grant of Philippine independence were based upon the result

ing situation from the trade relations between the United States and 
the Philippines during the transition period of 10 years, I am sure. that 
by the time this period elapsed, or even before it elapsed, the Filipino 
people would be in such a precarious economic situation that inde
pendence, even if granted after that time, would not be much worth 
while, and this would be due to the onerous and heavy American 
tariff imposed upon Philippine trade during the transition period. 
In this connection I would like to quote what President Quezon 
stated at the time when the Honorable Manuel· Roxas and others 
accepted the Hare-Hawes-Cutting act. President Quezon stated that, 
according to that act, after six years the United States would impose 
a 5-percent tax on Philippine goods, and from then on the amount 
of this tax would gradually increase until it reached the amount 
of 25 percent. For this reason, I oppose, and the Sakdalista Party 
which I represent also opposes, the celebration of trade treaties or 
trade relations with the United States. For, if independence were 
to be granted under the Hare-Hawes-Cutting act or the Tydings
McDuffie act, we, the Sakdalistas, believe that the Philippines will 
never be independent under those acts; as stated by the· Honorable 
Manuel Roxas, it is certain that the Philippines will not be inde
pendent after 10 years. 

For this reason, the Sakdalista Party of the Philippines is opposed 
to free-trade relations between the Philippines and the United 
States; if free trade between the United States and the Fhilippines 
under the Tydings-McDuffie act were to exist under the manage
ment of our present politicians or statesmen, we believe that the 

'" 
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Philippines will never have a stable economic situation. And I say 
that the Philippines will never enjoy a free economic situation be
cause, as has been stated by a Spanish writer, "the Filipino politi
cians are killing their own poor countrymen in the name of the 
sovereignty of the United States". For this "reason, the Sakdalista 
Party will never allow free-trade relations with the United States 
while the Filipino people are under the sovereignty of the United 
States, beca...use what happens under the American sovereignty in the 
Philippines as regards the masses of the poor people is just like what 
happens to a water buffalo, which has to go wherever its master 
drives him; that is, the masses have to follow where t1;tey are led by 
the agents of Wall Street, and they cannot help doing this. The 
Sakdalista Party of the Province ofCavite is thankful to the hon
orable members of the Committee for their attention to its complaint. 

Chairman MACMURRAY. Are there any questions to be addressed to 
Mr. Taiigog! (Silence.) There are no questions. Thank you, Mr. 
Tafigog. 

The concluding speaker for the Sakdalistas of Cavite is Mrs .. 
Tomasa Ortiz. 

STATEMENT OF MRS. TOMASA ORTIZ, ON BEHALF OF 
THE SAKDALISTAS OF CAVITE 

(Mrs. Ortiz spoke in Tagalog, and her statement was translated 
into English by an interpreter.) 

Mrs. ORTIZ. Mr. Chairman and Members of the Committee: I 
would not like to take much of your time this morning. I only wish to 
state some of the feelings of the Filipino woman. I have nothing to 
say about trade relations, but, whatever I say, I would like you to 
convey to the President of the United States as the voice of the 
Filipino woman. I would like to state to you, honorable Members 
of the Committee, that the Filipino people are earnestly asking for 
independence right now and not tomorrow; and that is all. Thank 
you very much. 

Chairman :hIAcMURRAY. Are there any questions! (Silence.) 
Thank you. 

(Here follows the printed memorial submitted by the Sakdalistas 
of Cavite.1 ) 

Chairman :hIAcMURRAY. There remains on today's schedule the 
statement of the Commonwealth Association, to be represented by 
Mr. Pedr~ M. Blanco. Is Mr. Blanco present' 

1 See vol. IlL 
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STATE~NT OF MR. PEDRO M. BLANCO, REPRESENTING 
THE COMMONWEALTH ASSOCIATION 

Mr. BLANCO. Mr. Chairman, Members of the Committee, and Fel
low Countrymen: There is not very much for me to say because so 
much that should be said, especially witb respect to the economic 
relationship between America and the Philippines, has already 
been said by experts in their particular lines. I shall simply call 
the attention of the members of the Committee to a resolution-a 
kind of resolution-that was presented to this Committee, for the 
information of our fellow countrymen, to the effect that we are 
coming to the Pacific era, as it used to be that of the Mediterranean 
Sea. Today it is the Atlantic, but in the future it is going to be 
the Pacific era. All students of economics seem to be of the opinion 
that the future world lies along the Pacific basin; so that if we 
are interested in the economic developmentS or the economic progress 
of our respective peoples, we must turn our eyes to the possibilities 
of the nations bordering on the Pacific, particularly those of the 
Asiatic Continent. Right now we have war between Japan and 
China, which. disrupts the development of trade, but sooner or later 
this war will end, and then will begin the reconstruction period. 
With the 400 million population of China, the 300 million of India, 
the 40 million of Java, there is no question that. this opinion of 
experts is true, because trade depends upon two factors : first, natural 
resources, and, second, population that will consume the product 
of industry. Many say that Asia is now dormant. That is very 
true. So was Europe in the Middle Ages. But these countries have 
developed because they have been able to marshal the resources of 
their respective countries into useful necessities for the maintenance 
of economic welfare. Men who have gone to China claim that the 
resources of that country are tremendous. In coal alone-I under
stand the coal deposits of China can maintain the needs of the whole 
world for the next 400 years. The other mineral deposits are also 
tremendous. 

And in our days-if I may be allowed to somewhat contradict the 
doctrines of the Sakdalistas-in my opinion independence today has 
no real meaning. In theory, yes, but in practice it has nt,} real mean
ing. If the Sakdalistas would say that they prefer to be independent, 
let me just give a very humble or homely illustration. We hear of 
individuals who' say: "I am rich.; I am well off; I am independent; 
I do not need the help or the services of my fellow countrymen." 
I would say to you, My friends, if you really want to enjoy inde
pendence, as you say, you try it; go to the mountains and live an 
mdependent life. How long will you be able to stand life up in 
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the mountains' Sooner or later you will come down to your fellow 
men and assOciate with them and exchange goods or buy and sell 
from one another. We can apply the same theory~r, if I may say, 
practice-in the life of nations. No nation today can really live 
an independent life. In theory we say they are independent, but in 
practice they are not independent. Take, for instance, England. 
England is supposed to, be one of the greatest nations of the world. 
It has the greatest navy, and yet you find England not confident 
that she has the -ability to live an independent life economically; and 
when I say economically, it also connotes political relationship. She 
has to arrange trade alliances with France and other powers. Now, 
here, we in the Philippines, a young and undeveloped people, say, 
Let us be independent. If we are granted independence from 
America, I am afraid that we will only be changing relationship with 
another, changing relationship with somebody else who may not be 
as good as our American friends. Let me illustrate my point. You 
remember the story of a dog that had a bone in his mouth. Upon 
crossing a narrow bridge, he saw his image in the water below. 
Thinking that it was another dog that had another bone in his mouth, 
he wanted to fight for the bone, but, upon opening his mouth, he 
lost the bone he had. We say to America, Give us freedom. In 
this connection, I should like to say that it is very, very hard to look 
for a true friend, on whom you can depend-you meet a person and 
develop friendship with him; it takes time. Now, the same is true 
if we get rid of America. To whom shall we look for friendship' 
Shall we say, Japan' Because no country other than Japan would 
offer friendship just as soon as America leaves. Now, if we try 
to become friends with Japan, there can be only one result. And 
that is absorption or domination by Japan. Because if necessity is 
the guide of the foreign policy of a nation, there is no question but 
that Japan needs foreign territory whereto she may send her surplus 
popUlation of one million, and she also needs our resources to supply 
her industries at home. She needs our abaca; she needs our gold; 
she needs our iron, manganese, and chromite. Once we are inde
pendent, this will be just a very delicious morsel for her to come 
and gobble. ' 

I do not need to dwell very long on that. Time is limited. And to 
those who are interested, their attention is simply called to a. pam
phlet which I published about four years ago, the title of which 
is The Philippine Problem. It is a. non-partisan discussion of the 
realities of Philippine independence. I would simply like to add a 
word to the petitions that have been presented to the members of 
the Committee by the trade experts who have preceded me this 
morning. I understand that the Chamber of Commerce of the Phil-
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ippine Islands petitioned for an additionallO-year transition period, 
with free trade during that period. We, those of us who are mem
bers of the Commonwealth Association, say that if the free-trade 
relation that would exist during the next 20" years is good for us, 
what is wrong with continuing it for a longer period' Following 
that reasoning, those who are members of the Commonwealth Asso
ciation are in favor of the indefinite continuation of the Common
wealth Government, under the Tydings-McDuffie act, with the un
favorable provisions of sa1d act, of course, eliminated, as has been 
promised by President Roosevelt and leading members of Congress, 
who have said that if there were inequalities in the act they should 
be eliminated after due hearing had been carried out. And that is 
the reason for the presence of this Committee here this morning. 

That is, honorable Members of the Committee, the petition of the 
members of our association, as embodied in the conclusion of our 
brief, that the present trade relations between the United States and 
the Philippines, at least in volume as permitted by the Tydings-Mc
Duffie act, should be continued indefinitely. And logically if this 
trade is to continue, the political relationship under which it de
volves successfully must also continue indefinitely. I thank you. 

Chairman MAcMURRAY. Are there any questions to be addressed 
Mr. Blanco! (No response.) Thank you, Mr. Blanco. 

(Here follow the printed brief, entitled The Philippine" Problem, 
and the printed Articles o/Incorporation and By-Law8 submitted on 
!>ehalf. of the Commonwealth Association, Inc.I ) 

~alrman MAcMURRAY. That concludes the hearings upon the 
bx:efs of the organizations to be heard this morning. The hearings 
will be resumed tomorrow morning at 9 o'clock in order to hear the 
supplementary explanations of individuals who submitted briefs. 
The meeting this morning stands adjourned. 

(Thereupon at 11: 45 o'clock a.m. an adjournment was taken until 
the next morning at 9 o'clock.) 

• See vol III. 



PROCEEDINGS OF SEPTEMBER 22, 1937 

SENATE CHAMBER, LEGISLATIVE BUILDING, 
MA!I.'1LA, PHILIPPINE ISLANDS, 

Thursday, September eft, 1937. 

The hearing before the Joint Preparatory Committee on Philippine 
Affairs was resumed at 9 o'clock in the morning. 

Pre.~ent: 

The Honorable J. V. A. MAcMURRAY, Ohairman,. 
The Honorable JosE Yuw, Vice Ohairman,. 
Mr. JOSEPH E. JACOBS, Vice Ohairman,. 
Mr. CONRADO BENITEZ; 
Mr. LOUIS DOMERATZKY; 
Mr. BEN D. DORFMAN; 
Colonel DONALD C. McDoNALD; 
The Honorable QUINTIN PAREDES; 
The Honorable JosE E. ROMERO; 
The Honorable MANUEL L. ROKAs; and 
Mr. FRANK A. WARING. 

Absent: 
Mr. JOAQUIN M. ELIZALDE; arid 
Mr. CARL B. ROBBINS. 

Chairman MACMURRAY. Yesterday we concluded the hearings of 
those who represented organizations of one sort or another. Today 
we will take up the hearings of those who individually wish to pre
sent views to the Committee, and the schedule for today includes 
Messrs. Narciso Lapus, Patrick McCrann, Tomas Rivera, Antonio A. 
Zolina, Gerardo C. Monden, and Salvador Araneta. 

Is Mr. Lapus present! 
Mr. LAPUS. Yefl. sir. 

STATEMENT OF MR. NARCISO LAPUS 

Mr. LAPus. Mr. Chairman and Gentlemen of the Committee: Be
fore I commence my supplementary remarks on my brief,l I would 
like to make a correction in a letter I wrote to Dr. Dorfman accom-

• See vol. III. 
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panying my brief as regards the time I asked, which was from 5 to 
10 minutes. I think I made a slight mistake. I believe that this 
time is no~ enough even to finish an observation on certain matters. 
That is why I ask the indulgence of the Committee, in the event that 
I do not finish my statement within that time, to give me a little 
extension. 

In appearing here before this honorable Committee, I do not rep
resent any group officially, although I am a member of the Philip
pine Independent Church, which has around 4 million members; the 
Filipino Veterans of the Revolution, with -around 100 thousand mem
bers i the Philippine Civic Union, of which I am the general treasurer 
and also a member of its supreme council; and the first Filipino 
Civic Association, which fought the Hare-Hawes-Cutting act and 
which was the only private and non-governmental organization that 
was able to send its delegate with the misSion to Washington which 
secured the Tydings-McDuffie act, in the person of former Commis
sioner Gabaldon, and although he was a member of the mission I 
think he dissented from many of the provisions. In fact, he sub
mitted his dissenting report, when that mission came back to the 
country urging the acceptance of the Tydings-McDuffie act. I know 
I am not speaking for them officially, but I believe at this moment I 
am interpreting faithfully their sentiment with regard 'to' the Fili
pino's main problem: the liberty and freedom of the Philippine 
Islands. 

Before I read the small supplementary remarks which I have pre- . 
pared and which I will ask later to be included in my former brief, 
I would like to make some comments on the previous statements 
made before this honorable Committee which came from different 
sections or different representatives in the country. It seems that 
many forecast and advanced the argument that if We lose the sugar 
industry in this country we will have collapse, ruin, destruction, and 
other pessimistic assertions which I believe are not quite correct. 
First of all, this country has been in existence for a 10Ilg time with
out sugar, without the centrals, without this industry. Now it is 
the main obstacle to the complete liberty and freedom of this country. 
They say that about 2 million Filipino people tl.re dependent on 
this sugar industry. May be so, but howl I know that many state
ments were adduced here that the Filipino laborers, especially in the 
sugar plantations and sugar sections of the country, are only making 
around 30 to 50 centavos; and they say that this is a. high standard. 
This is the point where they stick: that if we lose the sugar industry, 
on account of the grant of independence to the country, it will starve 
that section of the country, about 2 million of them. Besides that, 
SOme of them also said that we will go a generation back, meaning 
to say that a generation ago the bulk' of the masses of the people 
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were worse off than they are now. They forget that although before 
the American regime, the Filipino laborer earned only around 15 to 
20 centavos a day and now he earns 30 to 50 a day, they forget that 
in those days the Philippine currency was of higher value than the 
peso of today. That is to say, if those laborers in those years were. 
making ow.y 15 or 20 centavos a day, which is lower than the present 
wage of the present day, so it goes to other things related to this 
matter. They also say that of other industries which 1 need not 
mention, as they are, 1 believe, secondary in the argument here; 
1 believe the sugar industry is the one on which they gave more 
emphasis. For this reason I want to deal with this matter and 
refute some of their arguments: that without sugar this country will 
starve. I want to ask anyone of them to mention a case, a single 
case, since this country was the Philippines, if there has been a 
starvation case in this country. 1 cannot recollect a single one. 
They also say that we can hardly find a substitute for this industry, 
which I believe is wrong. There are more than one country that 
I have known because I have traveled a little bit. Every day we 
are using clothes; every day we are drinking from a glass; every day 
we are eating on a plate. We are using lots of things that can be 
manufactured in this country. Our so-called "prophets of disaster" 
and pessimists, instead of asking the impossible-to force the sugar 
into the American market-should study and find out what is the 
best method to start another industry in order that, in the event 
that we 10SeJ the sugar industry, we will have another one in which 
to place our laborers who are going toJose their means of livelihood 
in the sugar region. 

We have here, according to the statistics of the Department" of 
Commerce and Agriculture, from the four major industries of the 
country only, a wealth of these Islands of around half a billion pesos. 
That is, Philippine forest products, about 32lh million; mineral 
products (although this industry is in its infancy; these are the 
statistics of last year), we have here already 52 million pesos plus; 
agricultural products, which are the bulk, of course: sugar, 368 mil
lion plus; fisheries (latest estimate), around 85 million. The total 
wealth estimate of this country as of the year 1932-1 cannot secure 
the latest estimate, because these are the only statistics that I have
is around l' billion pesos, or an average wealth per (Japita of the 
Filipinos in 1932, around P6OO. This is the country that they have 
been forecasting before this honorable Committee is going to starve, 
that is going to ruin and collapse, should she lose the sugar industry. 
They forget that we have this mining. It is a great source of income 
of this Government. We are just starting it. Instead of looking 
for a remedy to improve this, in order to substitute those industries 
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that will suffer on account of Filipino relations in case of the 
severance of the ties of the two nations, they are always crying like 
a baby and asking the impossible. We know that America is very 
good, altruistic, and has been always fair to this country. But, don't 
we see, don't we understand that America has to survive also ~ No 
matter how much America loves this country, she would not sacrifice 
for them at the cost of her own nationals. The American products 
and the American agricultural group were the main factors for the 
approval of the Tydings-McDuffie act because they thought that 
this competition of Philippine products was harmful to their own 
people. There are millions of unemployed also in America. We have 
to consider that if we are really just and consistent in our demands 
for complete freedom, we should not look at the things one-sidedly. 
Instead of doing this, why don't we look to other nations, for exam
ple, Java~ Why, Java can produce 288 piculs per hectare, and the 
Philippines only 90 piculs per hectare. Are we not in the same 
littoral climate, and in the same region, and of the same race ~ Why 
can we not do it ~ Why can we not send our experts to study how 
they produce in Java in order to compete in the open market instead 
of forcing it into the United States market, which we know is im
possible because, sooner or later, we will have to face these bitter 
facts. We have to understand that sooner or later we will have to 
grow by ourselves and not be begging and hanging on everybody all 
the time. Why don't we start now? Why don't we study scientifi
cally how these countries-how Japan in less than 70 years rose up 
into a rank of first potential power, considering that their land is not 
gifted as the Philippine soil is blessed. Why ~ Because they studied 
all the best from other countries, and they applied it in their own 
way, in accordance with their needs. Why, there is nothing original 
in Japan. Why can we not do the same thing~ Instead of asking 
the United States, molesting them all the time, to take this and to 
take that when we know really they are also needing this for their 
own needs. 

We have here plenty of water, water power for electric power. 
Why don't we develop this to cheapen our electricity for our indus
tries~ While in Japan it costs only one and a half penny or a little 
bit more per kilowatt, in this country it costs from 10 to 15 cents per 
kilowatt. Why? Because our water power is not well developed. 
We have plenty of them all over this country. If the Government 
will start this initiative and when it is on a running basis or profitable 
basis transfer it to private enterprises, I think we would solve some 
of these problems for which our brothers in the sugar region are so 
pessimistic that if we are going to lose sugar, we are all going to die 
in this country. I am 52 years old. I saw and I have been in the 
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revolution too. I was in the hospital service of General MlI.SCI\l"dQ; I 
have seen two regimes here, the Spanish and the American, -sO I be
long in the middle. I am not from the past and I am not from the 
present; that is why I know both sides. You see we are seeing here 
now many of the products of the so-called "modern" schools. I am 
not telling this on the reflection of our youths but I just want to 
mention here an acCount of yesterday; I have seen here a young nian, 
'a product of the mod~rn schools, who spoke bravely; of course I ad
mire his courage, because he is the first Filipino that I heard who 
spokeJ>e:£. a Filipino audience against the li~er:ty of his country. 
Well, thIS IS the product· of what we call easy hvmg. They forget, 
some of these youths forget, the ideals of their forefathers. They 
forget everything, they 1000k only for cabarets, dancing,. cinemato
graphs, banquets, picnics, and all that kind of thing. They do not 
know how their forefathers sacrificed for the ideals of their country. 
Imagine seeing a man like that speak against the ideal for which his 
grandfather, perhaps, fell in the field of battle. What would you 
feel, if you, for example, take the place of a Filipino like myself, 
who has seen in those days of bitterness thousands of Qodies lying 
there, screaming from morning till night-:-thousands of them we 
have seen day and night-:-we did not sleep. One week in that fight 
between Bacolor and San Fernando, Pampanga, our hospital then 
was in one of those bOfN'ios in Porac, Pampanga. We had to walk 
about 15 kilometers to carryall the wounded to the hospital. We 
have seen that bitterness, that hardship·; but these boys, these youths, 
most of them do not know that. They have no idea how a country 
fights just for that sacred word we call "liberty". If we are going 
to heed what these youths, some of them, are pretending to do now, 
what then ~ Even the United States fought for independence. The 
21 republics of South and Central America sacrified the best of them 
for their liberty. But this boy yesterday said, "What is independ
ence ~ It does not mean anything." Imagine saying that. Well, this 
is what we fear. The longer this uncertainty goes on, the worse for 
us in this country; because our youths, most of them, do not have high 
ideals any more. They have been brought up in a materialistic at
mosphere. They have been brought up in easy living. We cannot 
expect them any more to be like our past generations, who witnessed 
all the struggles of their fathers for the liberty of their country. 
We cannot help it because there is a Spanish saying that "De todo 
hay en esta villa del Sefior"-"In this godly earth grows everything". 

Well, there was Benedictariado in South America; there was 
Simon Marfa de la Rivas in Colombia. There have been all over the 
world people like these we cited; we just leave them alone and re
spect their opinion. But we who have suffered for this, who launched 
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these ideals, can never renounce them. They say some of our big 
brotheri we call them the big industrial and agricultural group, 
put ~ ~uch bug-a-boo on this sugar, industry. We forget that we 
can manufacture· here-in the event 'We lose the sugar-glassware 
and canned tropical fruits and products, and can raise cattle and 

POultry cotton rubber, and coffee. We had the,_ best coffee before. 
.' , f . We had it in Batangas Province. If we lost t!Iat becaus~ 0 certam. 

pests, whr can we not go back to it and find out h,?w we co~ld 
bring back that industry. We can manufacture here papers, pencils, 
iron, pig iron, firearms, ammunitions, and other kinds~!Of things. 
See I The weaving industry in Doilo, as well as in some parts of 
Luzon, was abandoned. Why can we not revive it! Why can we 

. not find the best scientific way to improve this in order to put it 
in the world market' The shoe and slipper industry is starting on 
its way. Alcohol and gasoline substitute derived from tIie sugar, 
which they have been putting on trial-why can we not improve 
these in order that we may substitute some of the imports of the 
country and relieve in some way these so-called "economic worries" 
of our prophets of destruction' The sugar, if we cannot put all that 
we want to put out to the market of the United States, well, we can 
manufacture it here into candies and other ihings which we ean 
export, while we are importing here lots of candies from Ireland 
and England; why can't we substitute these instead of importing~ 
I don't see why. we cannot do these things when they are being done 
by other people in other parts of the world. Galvanized iron-we 
have plenty of raw materials. We have been importing them all 
through the centuries. Cement,. for example-we are manufacturing 
cement here. Paints-we have plenty of raw materials for paints 
in our mountains. This country, I think, is gifted with that single 
and unique blessing of nature for you can see gold even under the 
church. In fact, you saw that the church of Paracale and the 
church of Mambulao, Camarines Norte, were staked for mining 
purposes because they have gold under them. Even under my house, 
a .small house in San Francisco del Monte, one day I saw a piece of 
stone with a little gold; although it is not of commercial value, 
still it is there. Nobody put it there. These building construction 
materials which we have been importing in millions and millions, 
we can substitute them. The hemp and abaca, which some of our 
friends here also fear and for which they have been crying that 
they are going to starve if they lose the market-well, Japan has 
b~en importing here in big volume. In fact, from Davao raw mate
rIals are taken to Japan for her to manufacture and are then brought 
back and sold to you in the form of rayon and celluloid and cello
phane, and many other things. Why can we not do it here' W & 
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can even use them for shoes, for mats, for clothing-this abaca. They 
have been yelling and crying and shouting for free trade; and some 
of them have said that free trade was forced on us. It is true. 
Some of them have also said that made the country subservient to 
the United States market. If it is true that free trade is no good 
because it tied up this country like a slave economically to one 

_country, why are we asking it now! We are asking one thing 
that we criticized yesterday. Are we not contradicting ourselves ¥ 
I cannot un"derstand it. They say-some of them are asking fo~ 
neutralization and protection of this country. They do not think, 
they do not see that a treaty of neutralization cannot be signed 
while another power has some special preferences and privileges in 
this country, as, for example, naval reservations. If we are going 
to get that, and there is a neutralization treaty, then we have to give 
naval reservations to all these powers to whom we are appealing 
for the signature of the neutralization arrangement. We are yelling 
for free trade. We have to give all of them free trade. They forget 
that. 

In fact, this Tydings-McDuffie law is a contradiction in itself. It 
carries lots of provisions which are unjust and inequitable to the 
Filipinos. In other words, many of them are one-sided provisions. 
Take, for instance, the economic provisions. American goods are 
free to come to this country. I am telling this because maybe my 
friends, the American businessmen doing business here, may think 
I am anti-American. No, I am just citing facts. American goods 
are coming into this country free of duty, while Filipino goods are 
going to be gradually taxed and limited in the quantity of the exports 
to the United States, when we get to the sixth year of the Common
wealth. We are limited to 50 persons annually to enter the United 
States on immigration quota, yet the American people or American 
nationals have no limitation to come into this country. The President 
of the United States is free to call to service at his will the Philippine 
Army, while our President cannot do the same thing to the American 
troops. We are taken as aliens in the United States and in the main
land; yet. we owe allegiance to the American flag and we are duty
bound to defend it at any cost. These are some of the injustices, the 
provisions that are very unjust to the Filipino people, according to 
my point of view. 

Coming back to the shouts of my friends from industrial and 
commercial circles, they forget, when they say that the Government 
will lose a big income for the loss of the sugar industry and that the 
Government cannot be maintained any more; they forget, I think, 
that we are next to the lowest taxpayer J!6r capita in the world. You 
can see here; I have statistics. The Philippines, with 13,266,700 peG-
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pIe more or less in 1935, and an income of abo~t 130 million pes~s 
are paying a per-capita tax of only P'5.4B. Brazil-of course, Brazil 
is a bigger country-with an income of 284,874,~43 pesos and a pOJ?u
lotion of 43 million plus, has an average per-cap'tta tax of P'6:58, which 
is one peso higher than ours. Ecuad~r, which has only an. ~come of 
20 million pesos plus, with a population of around 21h millIon plus, 
has a per-capita tax of M.72. Venezuela, with an income of 57,900,000 
pesos and 3 million plus population, has a per-capita tax of P'19.13. 
Portu~al-of course, Portugal has more income than we have-has .an 
income of 192 million and a half pesos plus, with 6,825,000 -population 
plus, and a per-capita tax of tJ'28.20. Switzerland, with a revenue of 
178 million pesos plus and 4 million plus population, has a per-capita 
tax of ¥,43.06. Chile-of course, Chile has a bigger income than we 
have-has an income of 248 million pesos plus, with a population of 
4,281,445, and yet their per-capita tax is 'P57.54. Canada-it is very 
near to our population, of course-with an income of 648,000,000 pesos 
plus and a population of 10,376,786, has a per-capita tax of 'P62.46. 
Argentina, with an income of 835,134,471 pesos and 12,055,069 popu
lation, has a per-capita tax of 'P69.28. Norway, with an income of 
219,000,000 pesos plus and a population of 2,800,000 plus, has a per
capita tax of M7.98; Uruguay, with an income of 174,000,000 pesos 
more or less and less than 2 million population, is taxing its citizens at 
the rate of ¥,87.34. Well, this is a comparison of our per-capita tax 
with the tax of some of the countries which I was able to find out in 
the statistics. I am sorry I could not find the others, but they have 
not complete statistics. 

With this per-capita tax they are crying that the Government can
not maintain itself. We have not even started in our country to make 
real and adequate and just and equitable taxation, especially in ref
erence to luxuries, to big incomes. We have here lots of big hacien
das-they do not pay tax to the Government. We have here lots of 
luxuries-they do not pay tax to the Government. Why can we not 
find this out ¥ I believe, if I am not mistaken, in 1919, when one of 
the members of the last Assembly asked the Bureau of Internal Rev
enue to give an estimate of the probable additional taxation on lux
uries, the Bureau of Internal Revenue gave an amount estimated not 
less than 8 million pesos a year for luxuries only like automobiles 
jewelry, big income on these hacieruias that do not ~ay anything to th: 
Government. Well, as I said, then, in that year perhaps that amount 
would be duplicated. We have in this country around 110975 aliens 
~ho ~re residents in ~his country. These friends are doi~g busines~ 
m thIS country. I think they would not mind paying a little bit more 
for their business and other things, in order to maintain this Govern
ment, which is giving them roof in this country. 
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About thi&cry that we are not prepared-I heard it several times. 
They say how can you mainta~ an independent government' If 
you would review those numbers of population that I just gave now, 
you will see that we are, in population alone, far better than many 
of them. I am not going to cite other things because I think there 
have been adduced here many arguments about this. But one thing 
I can say is this: If we are not ready for independence, why have 
we asked for-absolute independence since 19071 That was the slogan 
invariably embodied in all the platforms of all the parties that came 
up to power from that year up to this time. If we were not ready 
to stand on our own footing, why did we do it ¥ If we are not 
really ready, if it is true, as my friends who spoke about destruc
tions and collapses and ruin allege, that we are not ready, then our 
country was not told the truth and the American people were de
ceived on the facts, for which we have to blame ourselves. But in 
answer to that allegation, I believe that since 1898 we have been ready 
to live an independent existence. In fact, if we had not lost that 
independence by force of arms, perhaps we would be one of the 
powerful nations now in the Orient. By physical inability we lost if. 

And then, they say also as an argument her~I heard it several 
times; I defended it here and in the United States also when I was 
the~they talk about the Japanese bug-a-boo, about the Japanese 
menace, about the Japanese gobbling up the country as soon as we 
get our freedom and independence. Now, they are basing their argu
ment on what is happening in China. Looking at and observing this 
matter profoundly, it is not as it is seen superficially. I have many 
big Japanese friends with whom I have dealt. Even if you do not 
ask me, I am in the mining business at present. They told me this: 
We are now doing this to China, because the Chinese people have been 
in chaos for some time, so we must fix them up and give them a 
spanking, so that we can carry out normal living with them. But if 
we let the occidantal countries fix it up in their own way, the Japanese 
will lose their hold of the Orient in their business in selling their 
goods. So, this is a purely disciplinary action on the part of Japan. 
I think their taking China (although I do not favor it) is their own 
business. But I am just telling this to answer those who prophesied 
ruin and destruction for the Philippines. 

Chairman MAcMUlUlAY. Mr. Lapus, how much time do you expect 
to use' 

Mr. LAPus. About 10 minutes more. 
If Japan really wanted to grab this country, she could have done 

it while we were under the Spanish Government, for the Spaniards 
then were very weak. They could not fight Japan. Why did she 
leave this country to ourselves! Siam is near Japan, why does not 



HEABINGS HELD IN MANILA. 639 

Japan take that co~try. Because there is no cha~s there. .The~e 
is no disorder in that country. That is why Japan lS not taking It. 
It may be my friends stick on Baron Tanaka's memorial. It may be 
80. If a country is afraid to defend herself, it is a. shame to. a.s.k 
freedom. It does not deserve even to pronounce that word If It 
is afraid to live by its own defense. Let us take it for granted that 
Japan has designs to get this country. But she is too busy now 
with China· and before she can finish. China it will take her 50 , 
to 100 years and then we will be prepared to defend our country. 
That is my contention against the statements introduced· before this 
honorable Committee in regard to this Japanese menace. 
If the Committee will allow me, I am going to read this which I 

want to insert as a supplementary remark to my previous brief. 
(Here follow the supplementary remarks incorporated in the 

printed brief submitted by Mr. Lapus.1
) 

Chairman MAcMURRAY. Are there any questions to be addressed to 
Mr. Lapusl (No response.) Thank you very much, Mr. Lapus. 

(Here follows the printed brief submitted by Mr. Narciso Lapus.1 ) 

Chairman MACMURRAY. The next speaker scheduled this morning 
is Mr. Patrick McCrann. -

STATEMENT OF MR. PATRICK McCRANN 

Mr. McCMNN. Mr. Chairman, I have to go rather slow because I 
have heart trouble. 

Mr. Chairman and Members of the Joint Preparatory Committee 
on Philippine Affairs: I have been here in the Philippines (reading 
his brief 1). 

Chairman MAcMURRAY. Pardon me, I take it that you are reading 
the brief that you filed with the Committee. • 

Mr. MCCRA.NN. Yes, Sir. 
Chairman MAcMURRAY. If briefs are already on file, it would be 

unnecessary to read them to the Committee, but have you supple. 
mentary remarks to make' 

Mr. ~~NN. I have a few, Sir. For instance, the population of 
the Philippme Islands has more than doubled since the arrival or 
the beginning of the American regime. The population is now about 
15,000,000,. but when we arrived it was less than 'l 000 000 when the 
Americans arrived here. Of course, I have statedm~st of what I 
wish to say in my brief, and there is nothing much more that I could 

• See voL IlL 
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really add to .what I have stated in the brief, except that in writing 
my brief I figured that I was doing that for the benefit of the coun
try; also, for the benefit of the United States as well as the Philip
pine Islands and for all the .investments here in the Islands. I be
lieve that unless there is a trade agreement suitable to both countries 
many people will lose their' eapital that they have now invested 
here. In truth, the Filipinos, not only the Americans and others, 
but the Filipinos themselves will become very poor. For instance, 
the land-a gd'od sugar land-that is now worth, say, about M,OOO 
a hectare, will not be worth P'50 a hectare because they cannot 
raise anything on that land. There is no substitute that they can 
raise in that land for sugar, and the same with tobacco, coconuts, 
and abaca. Abaca will not grow all over the Philippine Islands. 
It grows well in Mindanao or in Davao or in some other places, but 
in other places it cannot be grown on a profitable basis. 

Chairman MACMURRAY. By the way, would you care to sit down' 
Mr. McCRANN. Yes, Sir. 
And if you take it here, it is a good example that since there 

were certain remarks made in Washington the mining stocks have 
gone down. Some people have lost three fourths of their invest
ments in good mining stocks, such as San Mauricio, Antamok, and 
others. The shares of San Mauricio have sunk recently from P'2 or 
P1.95 to 48 centavos or 50 centavos a share. That means that many 
people have lost three fourths of their investments in the mines 
and some have been wiped out. Those that bought on margins are 
wiped out because they had to sell, but those who are holding are 
holding worthless paper today. If you invest P'100,OOO and you lose 
P15,OOO, you are almost broke, and that is what is happening here 
today. Most everyone who has invested in mining stocks is going 
broke, and th..at is due to the talk about what will happen to the 
Philippine Islands unless they get a trade agreement whereby they 
can continue having free trade with the United States without pay
ing tariff or duty. Everybody expects that this free trade will con
tinue at least until 1946 according to the Tydings-McDuffie act, or 
longer. It would be better if it could continue longer; and, as I 
stated in my brief, the advancement of the date of the transition 
period from 1946 to 1938 or 1939 would be suicidal because it would 
mean that the business would die that much sooner. I suppose I,am 
to live until 1946; but if I have nothing to eat, I will surely die 
before that time. I would die before 1946. Another thing, Gentle
men, what I have invested here in the Philippine Islands and what 
everybody else has invested in the Philippines, they must think is 
good for them if they continue that investment; and so, as I said, 
what is good for me and for you and for anybody else, must be good 
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for the Filipinos and others who have investments here; and it 
would be unfair to the Americans, Filipinos, and others to adva~ce 
the date of independence because we probably have made COmmIt

ments and the advancement niight caUse us to become paupers. We 
are figuring on having the transition Period unt~ 1946, or longer. 

Chairman MAcMUBHAY. Are . there any questions to ask Mr. 
McCrann' . 

Mr. ROHERO. Mr. McCrann, a few questions with regard to the 
mining stocks to which you have referred. Don't you think that, 
in general, it was a good thing for the country that those st~c~ have 
gone down in price' Don't you feel, in other words, that It IS only 
the speculators who lost money in the stock market ¥ 

Mr. McCHANN. No, I do not think it is a good thing. They were 
scared. This talk of independence has· scared them. The moment 
they talked of independence in 1938 or 1939, that is the time when 
the stocks began to go down. You look up the statistics and you 
will see that. And the time that it was made, ever since that time 
the stocks have been going down and everybody is fearing to lose 
capital unless there is some stability. 

Mr. RoHEBo. That is true enough, but what I am driving at is, 
Don't you think that the stocks now are at about their real value 
and that a few years ago it was at fantastic values that the stocks 
were being paid' In other words, is it not true that last year one of 
the foremost mining men in this country, Judge Haussermann, or 
rather his manager, Mr. Francis Haussermann, issued a warning 
that there was no justification for the very high prices paid, even 
for the very valuable Balatoc and Benguet Mines. I remember that 
he said that on the basis of increase in the value of mining stocks, 
there was an increase in the value of the mines, I think at 30, or 
~OO,OOO,OOO, and that there was no justification for _ that increase 
in value. Don't you remember that statement of Mr. Haussermann ~ 

Mi:. McCHANN. I do not. What I will say is that all stocks, not 
only mining stocks, fluctuate; and it is only in time of crisis that 
you have some fluctuation where it starts falling and going down so 
fast, like here recently in the mining stocks. In other words, the 
change has been too rapid. As I said before, any stocks will fluctu
ate; otherwise, there would be no trading in stocks if they ·did not 
fluctuate. But I do not like to see the stocks fluctuate just because 
the people get scared of the market. They get afraid that there is 
something that will happen to the country. They are afraid that the 
country will not be able to defend itself against aggression from 
other countries, or something like that . 
• Mr. RoMERO. We are agreed that there has been a sharp decline. 
m the value of the stocks, but, whereas you attribute that to foreign 
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capitalists, 1 am suggesting that it might be due to the fact that 
there was a wild speculation in mining stocks and that the value of 
mining stocks is about all right at the present time. They came 
back to their normal value. 

Mr. McCRANN. Well, this thing has been going on about a year 
now, why were they allowed to go skyrocketing and why did not 
somebody stop it ¥ 

Mr. RO:MEIro.- It should have been stopped. The Government has 
not yet devised means of regulating the value of stocks. The Gov
ernment, as you know, has been trying its best to do something about 
that; the Securities and Exchange Commissioner has issued warn
ings about speculation; and stock laws have been passed. But no 
way has yet been devised to control speculation. . 

Mr. McCRANN. All right; the Government can control that to a 
certain extent and protect the people. 

Mr. RoMERO. But is it not possible that what the Government has 
been trying to do has resulted precisely in this deflation of the stocks 1 

Mr. McCRANN. Perhaps. For instance, before granting the open
ing of a new mine, before granting permission to sell the stocks, the 
Government should investigate that mine to see if it is £ull of sand 
or dirt or whether it has been salted or not. Maybe most of those 
mines have been salted so that they can sell their stocks, because they 
have in sales 30 or 40 pesos per ton; but after a few months these 
50 or 60 pesos are nothing. They are like-I do not know what to 
call those mines-but I know of mines that were high in value and 
now they are very low; and everything else is the same. And many 
of them are sand. If the Government had inspected those mines 
in the first place and from time to time inspected them, probably the 
people would have had more protection. Of course I know the 
Government is doing the best it can, but it can do a lot more. We 
have engineers. I know a year ago one of the engineers went to Ba
tangas and he found out that there was no gypsum, or something, out 
there, but they advertized gypsum, and so on. Of course, those 
things can be regulated. The law can regulate anything, but the en
forcement of law is another thing. 

Mr. RoMERO. Do you know if there have been nearly as many 
mining corporations established since this crash in the stock marker. 
as formerly' 

Mr. McCRANN. Well, there have been a few, but they were in prep
aration at the time. They were in preparation, so they could not be 
stopped; they had to go ahead. 

Mr. RoMERO. But since the crash in the stock market, have there 
been many new corporations organized! 
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Mr. McCBANN. Not that I know of, except those that had been or
ganized before. 

Mr. RoHEBo. To that extent, therefore, the country has been ben-
efited, for since the crash in the stock market there have not been so 
many of these bogus mining companies organized' 

Mr. MoClwrN. By the way, Mr. Romero, I did not mean or I did 
Dot say whether I was sure about the continuatio~ of that .application 
for new mines but I noticed they have been gomg on rIght along; 
they have bee~ growing every once in a while. You can see in the 
papers almost every day that a.new mi.ne was opened up ... 

Mr. RoKERo. But is it your ImpressIon that as many mmmg cor
porations have been organized since the crash in the stock market as 
formerly! 

Mr. McCBANN. But the crisis has not been for a long time j it was 
a short time ago, only a few months. 

Mr. RoMERO. Yes, since those few months, do you know if any 
new corporations have been organized' 

Mr. McCRANN. Almost every day. There were plenty of them 
coming up. 

Mr. RoMERO. You do not have data! 
Mr. McCRANN. I suppose that they are prospecting now and you 

just watch the news. You will see them bobbing up just the same. 
They come up as soon as there are people to back them. If you buy 
shares in those mines they will bob up. If they can get a permit 
to sell shares from the Commission, they will surely bob up because 
the promoters of those mines have nothing to lose. You and I are 
the ones who will furnish the money. They will get their salaries 
out of it; so they are perfectly safe. 

Mr. RoMERO. That is all. 
Chairman MAcMlJRRAY. Are there any further questions! 
Mr. JACOBS. For the information of the Committee, will you please 

tell us what your business is! 
Mr. McCRANN. Oh, I own lands in Angeles, Pampanga. I own 

some sugar lands and some urban lands. 
Mr. JACOBS. Do you represent anyone besides yourself in your ap

pearance here! 
Mr. McCRANN. I am not authorized to represent anyone but my

self. I speak for what you call the benefit of everybody including 
the Government, for instance. ' 

Mr. JACOBS. But you are,not authorized to speak for anyone but 
yourself' 

Mr. MCCuNN. No, Sir, I am not, but what I have stated also is 
that I am siding with the Government. The income of the Goveni-. 
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ment will be greatly reduced, unless the Philippines has a suitable 
trade agreement. How will the Government run! 

Mr. JACOBS. That is all. I just wanted to know whom you repre
sented. 

Mr. McCRANN. For instance, where will they find substitutes ¥ 
There isno substitute for sugar, tobacco, hemp: or coconut oil. If there 
are no substitutes-those are the four main arteries of the income 
of the Government; those industries support millions of men-if 
they are abolished those millions of men will be thrown out of em
ployment, and so forth. It will cause unrest. 

Chairman MAcMURRAY. Are there any further questions to be 
addressed to Mr. McCrann ¥ If there are no further questions, thank 
you very much, Mr. McCrann. 

(Here follows Mr. McCrann's mimeographed brief, "Facts About 
the Philippines".l) 

The next speaker scheduled this morning is Mr. Thomas Rivera. 
Is Mr. Rivera present ¥ The appearance of Mr. Rivera is waived. A 
memorandum entitled "Introductory Explanation" was submitted to 
the Committee by Mr. Rivera on September 10, 1937.1 

The next speaker is Mr. Antonio A. Zolina. About how long a 
time do you expect to testify! 

Mr. ZOLINA. It will not .take long, Mr. MacMurray; maybe about 
half an hour or so. 

Chairman MAcMURRAY. Not more than that! 
Mr. ZOLINA. Yes, Sir. 

STATEMENT OF MR. ANTONIO A. ZOLINA 

Mr. ZOLINA. Honorable Chairman and respectful Members of the 
Committee: In behalf of the Filipino farmers and people as a whole, 
I represent myself to explain my views about our national agricul:' 
tura! problems. Bear in mind, Gentlemen, that this is not under 
the influence of any business or politics or person. It is just I who 
. submitted these propositions as to what I have seen of the whole 
public in this country of mine. It is the poor farmers that urge my 
conscience. This is entirely for the voice of the public, because I 
think this Preparatory Committee has been created with its public 
hearings to verify the people's sentiments regarding their economic 
problems. My peo{!le will. endear in their hearts your services and 
sacrifices for the ha'rd trips you made ~throughout the Islands, for 
your systematic findings, and for the investigation. 

• See Vol. III. 
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Before putting our due attention to any trade or industry, we 
must primarily develop our agriculture, as this is the sole foundation 
of our trade and industry. How can we increase our sales on sugar, 
oil, tobacco and rubber, if we do not adopt good principles in farm
ing in carhtg for these plants! We Filipino people are surely very 
lucky to have our land good and rich, for although our farmers just 
cut the trees, clear the soil, and then stick their seeds, still they get 
something to harvest. Let us try: to do this in the United States. 
I am positive we would not have any good result, unless we cultivate 
the soil very well, fertilize it good, and then cultivate it all the time 
until the harvest season. If we do not renew or modernize our ways 
in farming, I am sure that our trade and industry will diminish or 
go down little by little in the near future. So I hope that this could 
be worked out before we get the worse of it. The head of the agri
cultural department in the State of Washington says: "In any coun
try where agriculture is poor, business must be very poor and the 
living condition must be very hard." We must demand that the 
Americans give us help to solve our problems before we ask for any 
independence, because independence will not do us any good if our· 
economic problems are not solved. 

Coming over to my brief,1 which I submitted to you, Gentlemen, 
the first point is about the modem principles of agriculture. Here 
in the Philippines I do not think you need long explanation, as you 
have already been to the south and to Mindanao and the Visayan 
Islands and know that the principles in our agriculture still follow 
those of hundreds of years ag~most of them, almost 97 percent, 
except those haciendas or those farms which are run by some big 
capitalist. If we cultivate our soil and fertilize our poor land, I am 
sure that we will produce at least twice what ~e get at present. 
Coming to this point, you know very well-you must have seen in 
your trips-that there is hardly any kind of plant in the Philippines 
that is planted in rows; whereas in the U~ited States and in some 
foreign countries where agriculture is prosperous they always plant 
in rows. That is to give room for the heat of the sun and to give 
fresh air to the plants. At the same time it is easy to develop. You 
can see our banana, coconut, and abaca plantations, and tobacco 
plantations. They just plant here and there. I know, I have seen 
that, Gentlemen. But how could the air go through and give suffi
cient freshness to the plants @ That is not the modern system in 
farming. ., .. 

Well, the second point is about the experimental stations. Well, 
we got some experimental stations. and I hope that those exveri-

1 See vol. III. 
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mental stations, as they are run now by our Government, will pick up 
some men who really have true experience and who will put those 
experimental stations right. There is a big difference between the 
farming here around Manila and the farming in lloilo and in Davao. 
Here in Manila you plant around, I take for granted, September 22. 
If you plant melon on that date, if you try to do it, it might be a. 
failure. 

The third-point which I submitted to you is about the game laws. 
Our people, some of them, have been saying that game laws are en
forced in the Philippines. In my opinion, I do not think there is such 
a law; if there is any such law, it must not have been enforced, be
cause pretty nearly every day I see fish, or some kinds of ni'h, with 
eggs; lobsters with eggs; crabs with eggs. Here are our American 
friends who could tell you that in the United States you can buy 
crabs in the market but that you will not find one crab with egg, be
cause that tends to public destruction. If you catch that one crab it 
is not even enough for you yourself to eat; but, if you let it go, this 
one crab alone will produce enough to eat maybe for about 10 
families, or at least for one family. The same thIDg is true with re
spect to fish and shrimps. The same ~g is true with respect to 
wild hogs and deer. Let us not destroy them during their breeding 
time, so that we will have plenty of them. If we could just stand 
not to destroy them, in three or four years, I know, after that time, 
everyone will have plenty to eat. Here in the Philippines we eat 
clams every time of the year. In the United States, when clams are 
in breedmg season, it is forbidden to catch clams. That is II. very 
good administration, because it gives to the people greater Ildp. 

The fifth point which I cited in my brief is the cutting of timbers 
in the forest. Ever since I was a small boy I remember that our 
people in the whole Archipelago have cut trees and timber. They 
do not understand that the next generation to come will suffer from 
this unlawful act, because they do not understand that our country 
will be dried up. As we must understand, of course, water flows 
from the streams during the dry season to the roots of the plants and 
the trees. Our American friends remember that in that place where 
they get their public water, the Government protects all the trees 
growing near the source of this river, so that they will have plenty of 
good water during hot days. Then, if our lands become dry or if 
there are no more trees, that is the time for us to start our reforesta
tion. The C.C.C. boys, as they are called in the States, do that
plant trees and care for big trees. 

The sixth point in my brief is about feeding our animals. I wish 
we could adopt a good principle in feeding our animals so that we 
might be able to obtain better milk from our cows. At present there 



HEABINGS HELD IN MANILA. 647 

are thousands and thousands of cows roaming throughout the Philip
pines. They are not milked. Why' Well, I do not know myself, 
because there is not any reason for it. We always have green grass. 
In the United States, or in some places of the United States, they 
have only about 4 to 5 months to raise their hay-alfalfa. They cut it, 
dry and store it in the barns for feeding purposes in wintertime. 
If we could develop this milking of cows in what they call dairy 
farms, I guess this would be another way of creating another business 
in the country and giving jobs to some people. This is the time we 
should quit importing Carnation milk. Carnation or any other kind 
of milk in dairy farms are good examples to our people, and I hope 
some of you have seen their dairy farms. It is a good example to 
our Government ... 

Well, the next point which I cited in my brief is the home garden. 
Yes, in the United States people, regardless of their standing in life, 
wbether millionaires or poor, have their home gardens where house
wives raise onions, spinach, cabbage, or other things. Here in the 
Philippines, we have plenty of land; and our land, compared with 
that of China and Japan, is behind on account of our poor method 
of improving ourselves; I hope our National Government will help 
us to encourage these home gardens. It is really beneficial. Suppose 
we hire men in the whole city of Manila to encourage home garden
ing. Even if this man is paid Pl.50 per day a housewife of a family 
of the city of Manila may spend about P4 every day for vegetables, 
probably buying from a Chinaman. And there are thousands of 
housewives. Well, this is a good gain for the public fund. 

The next point is the preservation or canning of fruits, meats, fish, 
and vegetables. In the whole union of the United States, if I am 
not mistaken, at least two thirds of the population know about can
ning or preserving their fruit. They plant only within four or five 
months, but they have plenty to eat for three years, because they 
have preserved plenty of meats, fish, and vegetables and put them in 
store for future needs. In the Philippines I do not think we could 
pick up a thousand men and women together who understand about 
this canning. I am not sure if we could get thousands and thousands 
of men who understand about canning. There is plenty of food, 
meat, and fish or sea food that we don't preserve because we do not 
know how to preserve them. 

The next point is the introduction of foreign seeds into this coun
try. There are lots of plants that will benefit us which have not been 
introduced into our country. In fact, here in the Philippines there 
are some plants that are declared aelicious in the Tagalog Provinces, 
Whereas in the Visayan Islands they are declared poisonous. This is 
due t~ lack of experimenting among ourselves. In the United States, 
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prior to 1891, there was no Japanese oyster. After that time, the 
American Government bought oysters from Japan for the purpose 
of scattering them over the seacoasts. At present, along the bay, at 
least 75 percent of the oyster business is the Japanese oysters. About 
40 years ago, there were no Chinese birds. These birds were im
ported from China. The Government has been buying lots of chicks 
and letting them loose in the country.' At present they have plenty 
for hunting.-About 25 or 30 years ago, one old Japanese told me 
that they had no strawberry in Japan. After that time they imported 
strawberries and planted them in Japan. At present in Japan they 
have plenty of strawberries and of better quality than they have in 
the United States. 

The next point is the production of our animals and plants. 
Every year here in the Philippines we notice that our plants and 
animals have sickness and disease. I do not know where they come 
from, but I hope we will adopt the principle of the California. 
government. I guess in the whole Union of the United States, Cali
fornia is the one which is very strict when it comes to protection of 
plants. If you will drive from the States of Washington, Arizona., 
and Texas, you will notice agricultural inspectors to inspect or see 
if you have any fruits or plants. If you have any, they will have to 
be inspected. As a result, at least, California hardly suffers from 
sickness of plants and animals. 

The last point which I cited in my brief is the importance of in
vestment of our Government. I hope that our Government will 
take soms steps to buy those public utilities that our National As
sembly thinks wise. In the United States, they have Boulder Dam 
in the Colorado. River. This dam generates electricity and, at the 
same time, irrigates thousands and thousands of acres of lands. 
'l'hese are two good examples to ourN ational Government. 

In conclusion, I would like to say that the Filipino people must 
be very thankful to the members of the Committee, especially to the 
most unselfish and impartial administration of our two Presidents, 
Franklin D. Roosevelt and Manuel L. Quezon, so I hope and let us 
all hope that in the future to come our American friends will give 
us help to develop this country, especially in our agricultural prob
lems. I am sure that Japan or China has taken a lot of time to 
beat us when it comes to production in any kind of land. As I have 
told you, we can always plant the year round, because we have no 
frost here, we have no snow, but it is just a matter of cultivating our 
lands and developing and modernizing them. So, at the last, I 
thank you, Gentlemen, for giving me the chance to tell you what I . 
have observed of the whole mass of people of mine; that is, they are 
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suffering every day on account of this cause. This is the cause of 
their suffering, because I am positive that if we could just solve our 
agricultural problems, there would be no need to starve. Such star
vation must be far from the Philippines, as we almost double up the 
advantages of other prosperous foreign countries. I thank you. 

Chairman MAcMURRAY. Are there any questions to be addressed 
to Mr. Zolina? (No response.) 

(Here follows Mr. Zolina's mimeographed brief, dated September 
8,1937.1) 

Chairman MACMURRAY. The next speaker scheduled for this morn
ing is Mr. Gerardo C. Monden. Mr. Monden, do you appear only on 
your own behalf without representing any group ~ 

Mr. MONDEN. On my own behalf. 

STATEMENT OF MR. GERARDO C. MONDEN 

Mr. MONDEN. Mr. Chairman and Members of the Committee: 
(The following statement of Mr. Monden on Our Japanese and 

Chinese Problems Involving Immigration, having been presented 
also in written form, is here omitted. For the written statement, see 
volume III.) 

Chairman MACMURRAY. Are there any questions to be addressed 
to Mr. Monden 1 

Mr. ROMERO. Are you employed in any capacity in the Government ~ 
Mr. MONDEN. No, Sir, I am a private citizen. 
Mr. ROMERO. Were you not working in the Rural Credit Division 

of the Department of Agriculture before ~ 
Mr. MONDEN. No, Sir. 
Mr. RolllERo. In the course of your remarlq;' you said you prose-

cuted someone. 
Mr. MONDEN. I did not prosecute. I fired someone. 
Mr. ROMERO. As a private citizen! 
Mr. MONDEN. Yes, Sir. 
(Here follow the mimeographed brief and memoranda submitted 

by Mr. Monden, entitled: "Brief on National Economic Self-Suffi
ciency"; "Our Excess Baggage"; "Our Japanese and Chinese Prob
lems Involving Immigration"; "Our Trade Parity with Japan." 1) 

Chairman MACMURRAY. The next witness on our schedule this 
morning is Mr. Salvador Araneta. 

1 See vol. III. 
82709-38-vol. 2---42 
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STATEMENT OF MR. SALV AnOR ARANETA 

Mr. ARANETA. Mr. Chairman and Members of the Committee: I 
appear before this Committee as a humble citizen. I do not repre
sent any industry in particplar, but I have at heart the general wel
fare of the Philippines. 

In my written brief,t I pointed out the need of providing an eco
nomic transitign-period of at least 15 years. During the said period, 
tariff and monetary autonomy should be granted the Philippines, 
and the present free-trade relations· should be continued, imposing 
from time to time, if necessary, such import quotas on Philippine 
commodities as are not yet subject to limitation and as maybe neces
sary in order to limit any undue increase in our exports to the United 
States. 

During the said economic transition period, we should exert every 
effort to attain a more balanced economy. Without reducing the 
volume of our trade with the United States, we could reduce its 
importance in relation to our total production, which should be 
increased by multiplying the production of our prime necessities. 
The loss in the imports from the United States, which our industriali
zation program will entail, should be replaced with the importation 
from the United States of more capital goods that we shall need in 
connection with the establishnient of our industries, as well as of 
consumer's goods of various kinds necessary to the refinements of 
modern life and which cannot be efficiently produced locally. The 
foregoing will be made possible by a concerted program of achieving 
a higher standard of living fox: our people with a more wide-spread 
nistribution of the benefits derived at present from our trade relations 
with the United States. 

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

At the expiration of the economic transition period during which 
the United States has still certain moral duties to perform, the trade 
relations between the two countries should be strictly based on their 
own merits, that is, on true reciprocity; but to attain that reciprocity, 
instead of destroying our present trade relations, reciprocity would 
be more easily achieved by perfecting our present t!3de relations. 

To this end, not only import quotas but also such percentage of 
the full q.uties which are required by the laws of the United States 
to be levied on like foreign imported articles could be imposed on 

I See vol. III. 
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Philippine goods as may be found necessary to correct any inequal
ity existing against the United States in its trade relations with 
the Philippines. 

In our brief we pointed out the evils of bilateralism and expressed 
the hope that, in the formulation of an i».dex or formula that should 
regulate the proposed reciprocity treaty between our two countries, 
the evils of bilateralism will 00 avoided, so that the present benefits 
of the existing triangular trade among the United States, Japan, and 
the Philippines would be maintained as much as possible. We also 
pointed out that the proposed reciprocal treaty should be exclusive 
or preferential in character to be of any real benefit· and that the 
same ~ould be for a sufficiently long period. 

We should, therefore, assume that the trade relations will be truly 
reciprocal and that the problem merely resolves itself in determining 
whether or not it would be advantageous to maintain the same on 
a preferential or exclusive basis. Thus, the determination of the 
question whether the Philippines or the United States has been more 
benefited by free trade becomes of secondary importance and quite 
immaterial in deciding a program of trade relations for the future. 

Messrs. Waring and Dorfman themselves in their report have 
admitted-

There are no satisfactory indices for measuring the economic gains and losses 
which have accrued to the Philippines and to the United States, respectively, 
by virtue of their free-trade relations with each other. 

I am not an economist, but a bird's-eye view of the situation seems 
to show that while it may be true that during the last half of our 
present free-trade relations the Philippines might be the gainer if 
an index of bilateralism is adopted, however, it is safe to say that 
during the first half of our free-trade relations the gainer was the 
United States. It will be recalled that during the said period our 
sugar industry was not yet developed and the tariff duties of the 
United States were not as high as they are at present. And in the 
next following 10 to 15 years under the quantitative limitations of 
our principal exports to the United States, coupled with our plan 
-to increase our duties to protect our infant industries, we may expect 
.a reversal of the picture; at least, we are sure that the benefits to be 
derived by the United States will be greatly increased. _ 

Disruption of world production and trade and many of the eco
:noInic evils ·o~ r~ent years have been greatly due~ to the tariff wars 
which were caused by a lack of long-range planning and coordina
tion among the nations. To offset the evils that resulted from the 
·very high tariff duties levied by the Hawley-Smoot Tariff Act of 
1930, Secretary Hull has very wisely been trying to carry out a 
program of reciprocity among nations. This reciprocity movement 
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is, therefore,ap. attempt to reduce the present high duties levied by 
the Tariff Act of 1930, so that the normal flow of trade and commerce 
between the United States and other countries may be resumed. The 
theory of reciprocity came about in a desire to lower duties rather 
than increase them. , 

Secretary Hull, the father of the reciprocity movement, has ex
pressed the policy of the administration in the following words: 

Let us not deceive ourselves. 'We must awaken to the fact that the world 
Is at a parting of the ways. In one direction lies the road of fair and prac
tical cooperation among the nations in the field of their commerci'al relations, 
the road of expanding international trade. It leads to increased employment, 
raising standards of living, internal political and economic stability, and du
rable world peace. In the other direction lies the road of economic warfare 
inherent in the policy of national self-containment, the road of contracting and 
vanishing trade. It leads to a progressive economic impoverishment every
where, internal political instability, and constant fear of armed military con
flict among nations. Which way shall we go? 

Reciprocity on a non-preferential basis, as practiced by the United 
States under the Trade Agreements Act of 1934, is simply a machin
ery adopted by the United States in an effort to lower the tariff rates 
at present prevailing in the world. It aims at achieving a greater 
increase of commerce among nations without favoring any partic
ular nation, since the new tariff rates pro;mulgated in any treaty 
concluded by the United States are ipso facto made applicable to the 
commerce of all nations. Ten or fifteen years from now, such a pro
gram of reciprocity will very likely have achieved its purpose and . 
object. Tariffs by that time might be already so low that there may 
be no occasion of lowering them further in a reciprocity treaty with 
the Philippines. 

In contrast with the reciprocity movement, another movement is 
being carried out with the creation and maintenance of economic 
blocs. All the imperialistic countries in the world are maintaining 
economic blocs with their respective colonies and possessions. Th.3 
imperialistic attitude of the nations is not declining but rather in
creasing, as shown by Japan, Italy, and, we might add, Germany. 
It is only the United States which, true to its doctrine of seH-de
termination, is about to grant the Philippines its political inde
pendence. And the question that presents itself is this, In the face 
of such Ii. movement of the big powers to maintain economic blocs, 
is it wise for the United States to leave the Philippines adrift in 
the economic struggles of our country@ Have the American people 
considered what would happen to the Philippines if they were seg
regated f~om the economic frontiers of the United States@ We 
would be the prey of other big powers of the world who are hungry 
to acquire territories to serve not only as source of raw materials 



· HEARINGS HELD IN MANILA 653 

for their industries but also as suitable markets for their products. 
Certainly, instability in the Orient wolild be further accentuated if 
the Philippines is segregated from the economic frontiers of the 
United States. Much to our dislike, we shall then be bound to build 
up our new economic structure along tWllines more convenient to 
Japanese-interests. We would then be forced to produce cotton in 
big quantities to supply not only our needs but those of Japan. In 
time, we will be importing from Japan all of our textile require
ments, and our imports from Japan, consisting of iron manufactures, 
glass manufactures, paper and canned food products including milk 
and fish, and so forth, wolild be greatly increased. 

Reciprocity between the two countries wolild not be of any value 
if the new duties are made applicable to the commerce from all other 
countries. Any reduction of the duty on sugar and other tropical 
products at present exported by the Philippines to the United States, 
instead of benefiting the Philippines, wolild only benefit other tropi
cal countries, especially Java where the cost of production and the 
standard of living are much lower than in the Philippines. 

Again, if any reduction in our duties in favor of American imports 
is made applicable to the commerce of other countries, it will fol
low that American manufacturers wolild not be in a position to com
pete with Japan, England, and Germany in many lines, not only 
because those countries have lower cost of prodaction than the 
United States but also because, in the case of Japan, of the advantage 
of the Japanese manufacturers in the form of lower shipping rates. 

A reciprocal treaty on a non-preferential basis means the lowering 
of duties on some articles. The schedule of duties of the Philippines 
with minor exceptions have not been increased since 1907. The need 
of the country is not to lower our rates on duties but rather to in
crease the same for the purpose of protecting the new industries 
that we have to establish. The movement of reciprocal treaties on a 
non-preferential basis does not, therefore, fit our present needs and 
those for many, many years to come. 

Assuming that under our present trade relations with the United 
States real reciprocity does not exist in that the Philippines is the 
gainer, we submit that, before -trying to achieve true reciprocity by 
curtailing Philippine exports to the United St~tes, it wolild be for 
the best interest of both countries to endeavor to achieve reciprocity 
by increasing Philippine imports from the United States. In other 
words, in trying to correct any present inequality in the trade between 
the two countries, the correction should be not to reduce the volume 
of trade to the level of the passive balance but to try to raise it to 
the level of the active balance. • 
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The recipro~ity movement aims to increase rather than to curtail 
foreign trade. But the movement applied to the Ph}.lippines in its 
traae relations with the United States will not work out, since under 

. a non-preferential plan it will be impossible to increase the trade 
between the two countries. , . . 

Reciprocity between the Philippines and the United States, con
sidering the fact that they have been on a free-trade basis for nearly 
30 years, could be much more easily achieved by correcting the said 
trade only so far as the same may not be reciprocal to one of the 
countries, by merely !llaking a few corrections here and there in the 
present trade system, but maintaining it as much as possible as it is 
at present, instead of changing entirely into a new system of tariffs 
whose effects on the trade will be much more difficult to foresee. 
This program means reciprocitJ on a preferential basis. 

The basic consideration that should be controlling in deciding 
this question is the fact that the commerce between the two countries 
is generally of a complementary nature and not competitive. I d() 
not think that anyone can deny the fact that Philippine sugar does 
not in any way displace a single pound of American sugar. It is 
true that there is some controversy as to whether or not coconut oil is 
displacing cottonseed oil. But with the imposition of the excise tax, 
I believe the controversy has been settled in favor of the American 
producer. 
. All the continental United States is in the temperate zone, Alaska 

is in the frigid zone, while the Philippines is the only important 
territory of the United States which is in the tropical zone. By 
including the Philippines within the economic frontiers of the United 
States, it will be in a position to assume for itself the benefits derived 
from a well-balanced economic bloc. Although, officially, we have 
only a population of 12,000,000, there are reasons to believe that we 
have already increased it to 18,000,000 and from all indications our 
population is bound to increase in geometrical proportions. The 
market thus afforded by the Philippines is great in possibilities, and 
its importance will be better realized if we consider the fact that we 
constitute more than 10 percent of the population of the United States 
and that Puerto Rico has less than 10 percent of our population. 

Reciprocal trade on a preferential basis will provide not only a 
market but a stable and a profitable market for the products of the 
other country. Most of the present economic evils are due to the 
great uncertainty at present prevailing in foreign trade. Foreign 
trade,at present, is not only uncertain but it is also unprofitable in 
many cases, in that manufacturers have to release and sell their sur
plus products at prices lower than what they obtain in the home 
market. By including the Philippines within the economic frontiers 
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of the United States, coupled with a decided plan on the part of the 
philippine Government to give our laboring class a better share in 
the profits of production, the standard.·of living of our people 1md 
their purchasing·power will consequently be greatly mcreased, there
by providing the American manufacturers. with a stable and profitable 
market for their products equal to about 10 percent of the United 
States continental market. 
It has been said that it is not the general policy of the United 

States to give any preferential treatment to any nation whatsoever. 
The general policy, however, has already been subject to the very 
important exception in the case of Cuba, and if there were good rea
sons that prompted the Government of the United States to set such 
an important precedent and to break the rule in the case of Cuba, 
stronger grounds apply to our case. . 

The special treatment afforoed Cuban trade has been justified on 
the ground of their geographic location and on historic relation
ship that lasted only for three years. If, in the case of Cuba, the 
short distance existing between Cuba and the United States was a. 
ground for granting the former a preferential trade agreement, in 
our case, the fact that the Philippines is in the center of the Orient 
and thus stands as a strategic commercial outpost should be a 
stronger argument in providing for a mutually preferential trade 
agreement between the two countries. The United States could more 
easily maintain its economic position in the Orient by establishing an 
economic stronghold in the Philippines; it would mean advancing the 
economic frontier of the United States to the Orient covering in its 
domain 18 million people, a. whole nation which is bound to increase 
in population, thus having the economic frontier of the United States 
at the door of the most populated countries of the world. 

As against three years of political association between Cuba and 
the United States, in the case of the Philippines we have more than 
40 years of close political association, during which time we have 
truly become the only democratic country in the Orien~ Malayan 
race with the culture, the aspirations, and the ideals of the American 
people. 

l!nder the proposed plan whereby, after the economic transition 
penod, the trade between the two countries would be maintained with 
the least possible changes that may be necessary to provide for a 
~uly reciprocal trade relation, it is obvious that export taxes dur
mg the last years of the economic transition period would be un
called for. The export taxes were levied in the Tydings-McDuffie 
act with the expressed objective to provide means for the payment 
of our bonded indebtedness to the United States. I believe it is an 
admitted fact that such eKport taxes are unnecessary for the said pur-
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pose, as the financial stability of the country can easily take care of 
our present bonded indebtedness; besides that, the practical result 
of 'the imposition of the tax~would be to nullify its very aim, as the 
same will cause the curtaifment of our principal exports, and the 
expected income £rom the export taxes to be applied to the payment 
of our bonded indebtedness will not be realized. The export taxes, 
were, however, defended on the ground that they provide a means 
of preparing -our principal industries for the transition between free 
trade and full duty. This object would cease to exist under the pro
posed program of establishing a permanent reciprocal trade relation 
between the two countries after the economic transition period. 
Besides, the export taxes do not affect equally our important prod
ucts. While some of our products will not be able to withstand the 
imposition of the first graduated tax, others will be fatally affected 
only after the second or third graduated tax. 

It is true that the proposed program for the establishment of per
manent reciprocal trade relations of a preferential or exclusive na
ture is not entirely in accord with the joint statement of President 
Quezon and Assistant Secretary Sayre. I believe, however, that a 
mere hope was expressed in the said statement, rather than a matured 
and well-thought-out policy of state. I am sure the leaders of the· 
United States and the Philippines will not close their eyes to the 
arguments that your Committee may advance if it decides to recom
mend a program of permanent reciprocal trade relation on a pref
erential basis. 

I wish to close by expressing the hope that this Committee will 
prepare the way for the establishment of an economic partnership 
between the United States and the Philippines, a partnership based 
on a desire of both countries to promote their mutual trade so far 
as the same may not be prejudicial to the other, or at least to pre
serve the present trade relations existing between the two countries, 
amending and curtailing the same only so far as may be necessary 

. to make them truly and mutually beneficial and reciprocal. 
. An announcement of this program will greatly insure the success 
of the only real democratic country in the Orient, will be a stabiliz
ing factor in the Far East, and will constitute the fulfilment of the 
wishes expressed by the late Speaker Byrns, on the occasion of the 
inauguration 'of our Commonwealth, when he expressed the belief 
that "the President's Commission will work out an adjustable plan 
beneficial to both our nations, and that the result of its recommen
dations will strengthen the ties that will become stronger with the 
years". I thank you. • 

Chairman MAcMURRAY. Are there questions to be asked Mr. 
Araneta9 
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Mr. WARING. Mr. Araneta, you quoted, with approval, Secretary 
Hull's statement regarding the increase o! the desirabiUty of incre,!ls
ing foreign trade through a reciprocal-trade-agreem~nt program. 
And yet I think I am correct in saying that Secretary null i& one of 
the most staunch advocates of the policy of non-preferential trade re
lations. He has supported ardently the most-favored-nation c]ause 
in all our trade agreements. So that it would seem that if we take 
all of Mr. Hull's policy it would not quite coincide with the ideas 
that you have expressed here. 

Mr. ARANETA. I do not quite agree with you. Secretary Hull in 
a general way, as a general rule, is against the policy of giving a 
preference to any particular country. But I do not think it would 
be inconsistent with that general policy to make an additional ex
ception in the case of the Philippines, after the precedent that we 
have already in the case of Cuba. May I add, Mr. Waring, that in 
the Trade Agreements Act of 1934, it is expressly provided that the 
reciprocal treaty which the United States might enter with Cuba 
would be of an exclusive nature, and that law was passed with the 
approval of Secretary Hull, which shows that Secretary Hull is not 
against providing for suitable exceptions in m~ritorious cases. 

Mr. W ARlNG. Do you not think that if an exception has already 
been made in the case of Cubar-an exception, incidentally, of long 
standing-do you not believe that if we make an exception in the 
case of the Philippines as an independent country it .. might weaken. 
the stand of the United States in asking other foreign countries for 
most-favored-nation treatment ¥ 

Mr. ARANETA. I do not think so, becanse, as a matter of fact, in. 
the new treaties which the United States has celebrated with some 
of the big powers, a provision has' been obtained whereby it is clearly 
stated that the most-favored-nation clause would not apply to speciat 
concessions that might be granted to the Philippines notwithstand
ing any change in the political status of the Philippines. I think,. 
Mr. Waring, nations are now more desirous of maiD.taining the . 
present status of trade relations than of destroying the foreign trade· 
relations. I do not think England, France, or any big country would 
?bject to having the United States maintain the present volume of 
Its trade relations with the Philippines. 

Mr. WARING. You spoke, Mr. Araneta, a few moments ago about 3. 

15-~ear period of adjustment without any export taxes being applied 
durmg that ·period. The export taxes as provided in the Independ
ence Act at present amount to only 25 percent of the United States 
duties, and yet the preference which we give to Cuba is only 20 per
rent of our tariff. In other words, Cuba has to pay 80 percent of 
the American tariff. Would it not re<luire a considerable adjust-
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ment of Philippine economy to reach a point where it could pay 80 
percent of the,United States tariff~ 

Mr. ARANE.,iA. "Tell, I do pot quite agree with you in your assump
tion. I hope that if we adopt the program of reciprocity, as out
lined, in my brief, you will never see the need of imposing on Philip
pine products a tariff as high as 80 percent of the full duty. 

Mr. WARING. Then, what you have in mind is a preferential rela
tionship after these 15 years that would be a considerably greater 
preference than that now afforded to Cuba. 

Mr. ARANETA. Yes, I am not very particular about the difference 
or about the exact amount of preference in duties that we will get. 
My thesis is resolved to the following~ Let us maintain the present 
trade relations, imposing such percentage of the full duties of the 
United States as might be necessary to offset or to correct any 
inequality. 

Mr. WARING. Then, if it Were necessary in preserving the present 
trade relations to have, after the 15-year period, free trade in certain 
commodities, you would advocate thaH 

Mr. ARANETA. Exactly. 
Mr. WARING. One other question. I wonder if in working out 

this suggestion which you submitted to the Committee you considered 
the possible effect of such an exclusive preferential relationship upon 
two problems: first, the development of Philippine trade with other 
countries, when preferential relationship of an exclusive nature is 
accorded to the United States; and, second, the possibility of neutral
izing the Islands after the Philippines has become independent ~ 

Mr. ARANETA. I have given some thought to the first problem but 
not to the second problem, which is of a political nature. In con
nection with the first problem suggested by you, I believe that, 
certainly, such a program would discourage an increase in our trade 
with other countries, but we prefer to maintain or to increase if 
possible the trade volume of our commerce with the United States 
for various reasons. In the first place, personally, I believe in in
creasing our standard of living, and we can achieve that only by 
maintaining close commercial relations with the United States rather 
than with any oriental country. Another argument is that we have 
already been trained along American lines of thought and culture, 
and I believe that we want to maintain our present commercial 
relations with the United States. 

Mr. WARING. There is one other problem that I wonder if you 
have considered in connection with the plan you have suggested. 
Judging by your remarks and those remarks made by others who 
have appeared before the Committee, there is a feeling that Philip
pine industries are in many cases dependent upon free entry into 
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the United States or at least upon a very substantial preference. 
After the Philippines become independent, if that relationship were 
maintained, the conditions which I have just describ~d would also 
continue, and the independent Philippine Government: would be de
pendent commercially or economically upon the action taken by sub
sequent Congresses of the United States. 

Mr. ARANETA. With this difference, Mr. Waring: In the first place, 
I hope that by the time we achieve our political independence the 
relative importance of our trade witli the United States will be 
proportionately diminished, because by that time we hope to have 
increased our production in other goods; and, also, we hope that 
a reciprocity treaty could be. obtained with the United States for 
a reasonably long period, say, 10 years; but, even if the treaty were 
for a shorter period, I believe foreign trade is essentially uncertain 
today. The only stable market is the local market. 

Mr. WARING. Thank you. 
Mr. DOMERATZKY. Mr. Araneta, in the early part of your brief, I 

think, you made the statement that the present disturbed state of 
international trade is due to lack of planning; is that correct? 

Mr. ARANETA. Exactly. 
Mr. DOMERATZKY. I wonder if that is correct, because it seems to 

me that the countries that have perhaps contributed most to the 
shifts and disturbances in international trade are countries that 
have done most of the planning. 

Mr. ARANETA. Well, there is a lot of national planning, but there 
is an absolute lack of international planning and I meant their inter
national planning. 

Mr. DOMERATZKY. What is your understanding of international 
planning? 

Mr. ARANETA. Well, for example, what we are doing today. We 
are looking forward to what will happen to the Philippines 15 or 20 
years hence. We try to discuss our problems. I think that if dis
cussions of this nature could be multiplied between the big powers 
something positive could be obtained in reviving trade among 
nations. 

Mr. DOMERATZKY. You mean if countries discussed their trade 
problems and tried to plan on a bilateral basis, as is the case between 
the Philippines and the United States, that that would promote 
international planning? 

Mr. ARANETA. No; even though in our present case, Japan, to be 
more specific, has not been invited to participate in these discussions, 
even then I hope that we will plan our future trade relations with
out sticking too much to the bilateral system. 

;;Mr. DORFMAN. Mr. Araneta, in your brief on page 26, you quote 
. with approval certain passages in a report prepared by the United 
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ariff Commission. • You quote: "There are no satisfactory 
for measuring the economic gains and losses which have ac

to the Pjplippines and,!o the United States, respectively", and 
n, ending with: "It seems clear, however, that the duties which the 

nited States waives on imports from the Philippines represent both 
fiscal losses for the United States and price-gains for Philippine pro
ducers to a much greater degree than is correspondingly the case jn 
respect of the duties which the Philippines waive on imports from 
the United States. This is dUe, again, largely to the importance of 
sugar among the exports from the Philippines to the United States." 
That passage was taken from pages 40-41 of the Tariff Commission's 
report. Following the reproduction· of that, you go on to say-and 
this is yours: "We should not forget, however, that these advantages 
granted to the Philippines have been to a great extent offset by the 
following advantages received by the United States under the pres
ent trade arrangement, enumerated by the same authors as follows." 
Then you proceed to quote the Tariff Commission's report again, 
but here you quote a portion of the report which appeared on page 
39. It was not in the minds of the authors of that report, I believe, 
that this modify the section you reproduced earlier but rather that 
this was taken into consideration in arriving at the conclusion which 
you first quoted. In other words, you have given the conclusion first 
and then made it appear that something contained in the report was 
intended to modify that conclusion. I want to correct that 
impression. 

You referred, in your oral testimony, to the understanding that 
President Quezon had with Assistant Secretary Sayre. Did I under
stand you to infer that you thought that the statement was not thought 
out too carefully 9 

Mr. AnANETA. Well, I wish to believe that they were expressing a 
hope that that would be possible and that that would be for the best 
interest of the two .countries. 

Mr. DORFMAN. Well, do you not think that it was merely an over
sight that neither person called attention to the fact that the United 
States makes an exception to its general trade policy in the case of 
Cuba but that for one reason or other it did not care to do it in the case 
of the Philippines 9 

Mr. ARANETA. Well, it is very difficult for me to know exactly what 
happened in Washington on that occasion, but the fact is that that 
portion of the statement was of very great consequence; and, .con
sidering the fact that· a committee was about to be appointed and 
that all economic problems between the Philippines and the United 
States were going to be aired before that committee, I think that 
President Quezon and Assistant Secretary Sayre, in making that 
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statement, were expressing a hope that! that would be possible· to 
achieve; because I do not deny that if that is possible, if that were 
for the best interest of the two countries, in a. way, there are many 
advantages in that plan. 7 

Mr. DORFMAN. If they expretjsed the hope of arriving at a. non
preferential arrangement and the United States GoverJilment in
structed the Committee to formulate a plan with that as the objective, 
do you not think that it would be outside the competence of the Com
mittee to formulate a plan having an objective diametrically opposed 
to the objective outlined in the instructioDS~ 

Mr. ARANETA. Well, I think you can decide that better yourselves, 
the members of the ,Committee. 

Mr. DORFMAN. There are a couple of minor points in your brief 
I want to ask about. 

Mr. ARANETA. There is a small, mistake; I would like to interrupt 
you, Mr. Dorfman. 

Mr. DORFMAN. Surely. 
Mr. ARANETA, On page 10 of my brief I say "export quotas" jit 

should say "export taxes". And again on the second line I repeat 
"export quotas"; it should say "export taxes". 

Mr. DORFMAN. I understood you to say, in addressing your re
marks, that you represented only yourself. 

Mr. ARANE'l'A. Exactly. 
Mr. DORFMAN. The reason I ask is that on page 3, the second para

graph, you say "our suggestions", and I was wondering whether 
you had in mind someone other than yourself. 

Mr. ARANETA. No. 
Mr. DORFMAN. On page 13, near the bottom of the page, you com

pare the per-capita production in terms of pesos for the Philippines 
with the per-capita production in terms of dollars for the United 
States. Is it your thought that appropriate units for making such 
comparisons are the units of currency of the respective countries ~ 
Was that what you had in mind' 

Mr. ARANE'l'A. Yes. 
Mr. DORFMAN. For example, if you were comparing production 

in Great Britain with production in the United States, would you 
compare the per-capita production in terms of pounds sterling with. 
the per-capita production in terms of dollars ¥ . 

Mr. ARANETA.. Well, I do not know about the case of England and 
the United States, because I am not familiar with the situation 
Chere; but here in the Philippin~onsidering the cost of living 
here and in the United States, it would be safe to say that we can 
compare figures in pesos in the Philippines with figures in dollars 
in the United States. 
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Mr. DORFMAN. On page '22, at the top, you state: "Assuming that 
under our present trade relations with the United States, real rec
iprocity does not exist, in that the Philippines is the gainer, we 
submit, etc." Do you mean to imply there that you feel that at 
the present time the United States does not gain from reciprocal 
trade arrangements with the Philippines ~ 

Mr. ARANETA. If we measure the relative advantages of the present 
trade relations from a purely bilateral point of view, I think that 
is correct. 

Mr. DORFMAN. In the appendix, on page 33, section 1, in the brief 
which you submitted, it is stated: "Acts of the Commonwealth of the 
Philippines affecting currency, coinage, imports, and exports shall 
become law without requiring approval of the President of the 
United States; provided, however, that the trade relations between 
the United States and the Philippines shall be governed as herein
after provided." Is it your thought that the United States would 
abandon nothing in consequence of permitting the Philippines to 
control their own foreign affairs in respect to trade matters? 

Mr. ARANETA. Well, the question is a little bit too general. Cer
tainly, there is always some hazard, I should think. 

Mr. DORFMAN. Is it the practice of other governments to permit all 
their possessions to control such policies, that is, to permit them to 
regulate this trade matter? 

Mr. ARANETA. I am afraid we are no longer exactly a possession; 
we have more of a commonwealth status,like Canada. For example, 
Canada has complete tariff and monetary autonomy. 

Mr. DORFMAN. Is not there this difference, however: The expecta
tion is that Canada will continue in that status, and the expectation 
is that the Philippines will not? 

Mr. ARANETA. I would say that the difference is in our favor, be
cause if we are going to prepare ourselves for an independent status, 
if you want to give us a transition period within which we shall 
be able to readjust our economy, I think you should have faith 
in our being able to readjust it to the best interest of our country, 
t.rying to affect the interest of t.he United St.ates as little as possible. 

Chairman MAcMURRAY. Are there other questions? 
Mr. JACOBS. Mr. Araneta, you stated that you are financially in

terested in sugar. At the bottom of page 26, you stated that 30 
percent of the investment in sugar centrals belongs to Americans 
mostly resiq!ng in the United States. Can you tell me offhand how 
the remaining 70 percent is divided? 

Mr. ARANETA. Well, I think that is in the records. I got that 
from the records <?f the Philippine Sugar Association, and I do not 

" 
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remember just how much of that is represented by Filipino interests· 
and how much by foreign interests. . 

Mr. J ACOB8 .. You took that from some other brief' . 
Mr. AUNETA. From the official records of the Philippine Sugar 

Association. Very likely that has been brought up in the brief of 
the Philippine Sugar Association. . , 

Mr. RoMERO. Mr. Araneta, with regard to the same section 1 of 
your appendix A, was it your thought, notwithstanding the fact, 
that in accordance with that provision of your proposed law,those 
tariff and monetary acts should become laws without the approval 
of the President of the United States, that at present the Congresa 
of the United States could not annul these laws as provided in the 
Tydings-McDuffie act' 

Mr. bANETA. I do not quite remember the provision of the Tyd
ings-McDuffie act in connection with the general power of Cpngress 
to amend any laws enacted by the Commonwealth Government. 

Mr. ROMERO. If I am not mistaken, there is a general provision. 
Mr. ARANETA. I think there is a general provision. 
Mr. ROMERO. And what is your thought with respect to this 

specific provision, that such acts should still be subject--
Mr. ARANETA. That there is such general provision to the effect 

that the Congress of the United States can amend or repeal any act 
of the Commonwealth; that any act or action of the Commonwealth 
Government in connection with imports and exports would be sub-
ject to the power of Congress. . .. ._ .... .< "."'~ 

,.. .J ' '''\'~ ~ Ij ... • .... _ fiI 

Mr. RoMERO. In other words, such laws wflilld'beegwe Jawi·with-
out the approval of the President of the UIii~d~~!~Si~but.lie·still 
would have the right to annul those laws ~ ......... .. 

Mr. ARANETA. Yes, exactly. 
Chairman MAcMURRAY. Are there any further questionsW (No 

response.) Thank you very much, Mr. Araneta. 
With regard to Mr. Araneta's briefl he asks that certain co~ec

tions be made as follows :2 

I am taking the liberty ot calling to your attention some errors in the figures 
used in your briet on pages 10, 11, and at the top ot page 12. These errors are 
due to errors in the annual report ot the Collector ot Customs for 1936. The 
correct figures add turther strength to your arguments. 

At the top ot page i2 you give total exports ot P295',350,315, equal to 46 
percent ot total Philippine produetion.This~figure includes gold in the 
Bum ot P22,455,410. This figure tor gold is also wrong. Total exports, eKelu-

I See vol III. ·~r ~. 

• These corrections were brought to Mr. Araneta's attention by Mr. Horace 
B. Pond, president of the Pacific Commercial Company, in a letter trom which 
the above is quoted. 
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sive of gold (which is the basis on: which figures have always been given in 
previous years and which should not have been included in the figures at "all), 
were thus i"272,894,905. We know that actual gold production was about 
¥'42,OOO,OOO. 'Total exports, iDcluding gold, were therefore, :P314,894,905. 

On the other hand, at the top of page 12 exports to the United States are 
givel1 i"215,050,654. This figure does not include gold.' Exports to the United 
States, ~llcluding gold, therefore, were i"257,049,453. 

On page 11 you give total production as t"629,302,770. Of total production 
therefore 50 percent was exported, and, as 80 percent was to the United 
States, the percentage in the last paragraph of page 10 should be 40 percent 
and not SO percent. 

The above ~corrections also somewhat change the percentages of Philippine 
products that went abroad, which are given in the second paragraph of page 11. 

(Here follows printed brief submitted by Mr. Araneta, entitled 
"A" Program for the Establishment of Permanent Reciprocal Trade 
Relations between the United States and the Philippines." 1) 

Chairman MAcMURRAY. With that our set of hearings comes to a 
close. All the speakers who have applied for hearings and have ap
peared have been heard. I hereby declare the hearings closed. 

(Thereupon at 12: 15 o'clock p.m., an adjournment was taken.) 

1 See vol. III. 




