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INTRODUCTION

The suger industry is now the primary one of the Philip-
pines, this country having become one of the leading cane pro-
ducing and exporting countries of the world. Sugar is well
adapted to the soll, c¢limate, and lasvor of the Archipelego.
Even during the last fifty years of the Spanish regime in the
Islands, the value of the annual sugar exports constituted
from 25 to 59 per cent of the total value of all the exports,
showing clearly that sugar, in spite of the antiquated methods
of producing and mantfacturing it, played a major part in the
economic 1life of the Filipino pecple.

Although it 1s known that sugar has been grown for more
than a century in the Philippines, progress in the industry
was very slow under the Spanish regime.

The Spaniards did not pass sny legislation favorable to
the industry. Rural crediv associations or other Governmental
financial institutions were not in existence during that period.
Tabor problems greatly handicapped the Philippine sugar plant-
ers. There was no real incentive for the development of the
industry. In reality, the Spaniards were more intsrested in
monopoly of tobacco for their own advantage.

Under the fmerican flag, there has been and still is a
great interest in the development of sugar growing and pro-
cessing. The legislation of the American Congress has been
favorable to the development of sugar cane. The Americans and

Tilipinos have cooperated in the introduction of scientific



methods and management, and have encouraged the adoption of
modern machinery for the production and manufacture of sugar.
The Philippine Government has approved 1egisiation for the
establishment of financial institutions to help the Philippine
sugar planters. The Bureau of Agriculture has assisted
through 1ts plant breeding and other work in improving the

industry. The College of Agriculture of the Philippine

]_J

University has trained students in technical knowledge.

The legislative measures cof the United States Government
created a great incentive for investment of American capital
in the industry. The Americans pioneered the erection of the
first Philippine "sugar central" in San Jose, ilindoro Island
in 1910. The first cooperative central, the Calamba "Sugar
Central," was soon started in Laguna Province, Luzon Island.
The investment of American capital has also encouraged the use
of Philippine capital.

The sugar industry contributed aporoximately &1,000,000
in 1923 and €10,236,000 in 1933 in direct and indirect taxes
to the revenue of the country, or 43 per cent of the total
estimated income of the government in 1933 (zppendix, tableA.).
It is estimated that two million people are engaged in the
growing of sugar cane and in the manufacture of sugar. It
comprised 48 and 63 per ceniu, respectively, of all the income
derived from the foreign trade in 1931 and 1932, and it has
been primarily responsible for the favorable balance of trade
in recent years. Sugar conprised nearly 30 per cent of the
gross arnual income of $200,000,000 during 1932

The Philippine sugar industry is now the leader in the

Archipelago. Competition in the markets for Fhilippine sugar
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SCCPE AND METHOD CFP INVESTIGATICH

S

This study covers the growth and intsrnal sconcny of ths
‘hiliopine sugsr Iindustry, the competition c¢f othasr ccuntries,
the effects of tariffs and free trads, vrice relationships,
priancipal markets and its future. The data covers many years
of the Spanish rezime on the islands, as well as ths whols
period of American administration. Considsra»le data for the
Spanish period wesre lacking. Iore complete recant data were
obtained. Ir order to make the data from & variety of sources

comparabvle many adjustments were necessary.

ng
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The research work was started duri the wi

nter of 1933.

Letters of inquiry were sent to buresus and to the College of

Lgriculture of the Philippine Government, tc bureaus at Yash-
ington, D. C., and to various universities &nd private ccmpani
of the United Stétes, Dutch East Indiz, Cuba, Hawali, Pusrto
Rico, Rome, Vienna, League of Naticns and Londen. The Libraria
of liichigan 3tate College aided in bvorrowing the published
material not obtainatle for free distributicn or for sale.

The foreign terms of weights, messur and moniegs a
explained or convzarted into american terms so that they may
be understood.

5]
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CHAPTER I
SUGAR PRODUCTICN UNDIZR THE SPANISH REGILZ

Origin of Sugar Cultivation in the Philippines

Sugar cane was cultivated in the Philippines bsefore the
discovery of the islands by Magellan in 1521. Historians state
that the discoverer of the Islands found this plant among
others grown by the natives near their homes for food. Piga-
fetta reported an incident which occurred that year when the
"Rajah" of Mindanao served sugar cane to the Spaniards. He told
of the Moros manufacturing various kinds of sweets from the
juice of cane. Legaspi, in 18565, wrote of meeting a boat laden
with products of the Islands, among them sugar. Governor Sande
(1588) and Father Alonso 3anchez (1588) mentioned sugar cane in
some of thelr writings. The latter tells of sugar cane being
offered by the natives of Bantal and Moragui to the Spanish
soldiers in token of submission. It was observed and recorded
in 1591 that the natives of Cagayan on Luzcn Island were
cultivating large cquantities of sugar cane.

All of these early records suggest that sugar cane might
nave been indigenous to the Philippines. Records and publi-
cations in the Philippine Library at !lanila indicats that at
times the quality of Philippine sugar was considered superior
te that of Java, China and Bengal (India). Spanish and other
authorities, while agreeing that it came to the Philippines
from India, believed that it was first taken to China and
Formosa and subsequently introduced fromn one or both of these

countries to the Islands.(l)

(1) Fairchild, George H., Sugar Central and Planters Yews, Vol.
6, No. 9, August 1925, pp. 465-467



Spanish Cormercial Policy

The tariff revenue acts of the Philippines passed -dur-
ing the Spanish regimne were derived from the Laws of the Indies.
In 1511 the Council of the Indies was formed with the ﬁower
of making laws for the Spanish colonies. Control over the
commercial and shipping rights between Spain and her colonies
was vested in the Casa de la Contratacion or Board of Trade.
It had also the power to impose heavy taxes on the colonists.
In January 1593, a commercisl policy was inaugurated, restrict-
ing the external trade cf the Philippines to Spain and exico.
Spain did not want her colonies to deal with foreign countries
not only because of political jealousy but also because of
economic competition. The laws of the Islands did not allow
any foreigner to enter the Spanish colony without a permit
from the Spanish authorities. Colonists found trading with
foreign merchants were liable to the extreme penalty of death.(l)

In 1785 the "Real Campania de Filipinas" was chartered by
royal decree which gave it almost absolute control of the
mercantile affairs of the Islands. This company was semi=-
official in character, one-fifth of the shares being rebtained
by the king and clergy. The ccmpany was required to spend 4
per cent of its net income upon the development of the agri-
cultural resources of the country. The company's capital was
fresly expended in the establishment of numerous plantations
of sugar, tobacco and coffee. Illany of these flourished for only
a short time. The Real‘éampania proved a failure, partly because

of lack of technical knowlsdge on the part of its officers, and

(1) Egerton, Hugh Edwsrd, Origin and Growth of the British
Dominions, Oxford University Press, Aug. 1903,
pp [ 4:3-4:4 [



partly because of the opposition by merchants of lanila to its
methods and to the assumption of special privileges by many
provincial governors in the Islands. The company'!s charter
was terminated about 1830, at which time the trade of Manila
was thrown open to foreigners. Subseguently the ports of Sual
in Pangasinan on Luzon, Iloilo in Panay Island, Zamboanga in
indanao Island and Cebu in Cebu Island were opened to foreign
shipping.(l)

A portion of Philippine goods exported to Mexico was kept
theres, while the other pvart was re-shipped to Spain. The
Spanish King subsidized two ships that sailed only once each
year and granted the privilege of using them to high officials
and favorites. Under this restrictive policy the commerce of
the Archipelago languished. Although relaxing its early policy
of monopolizing Philivnpine trade, Spain continued to maintain
extremely high tariff restrictions upon foreign imvorts as the
bariff sct of 1832 remained in effect until 1891:{%) spain en-
joyed preferential treatment in the Philippine ports for both
imports and exports.

The preferential treatment given by Spain to Philippine

(1) U.S.D.A. Yearbook, 1909, pp. 521-522; Commercial Handbook of
the Philippine Islands, Bureau of Commerce, Manila, 1924,
pp. 17-=18.

(2) Spanish commodities were admitted at a uniform ad valorem rate
of 10 per cent. Export duties were levied on principal ar-
ticles.  The export duty on sugar was 5 cents per 220 pounds,
while the tobacco duty was from $1 to 51.50 per 220 pounds.
The products of the Philippines were given prsfersntial
treatment in Spain. After 1892 sugar from the Philippines,
Cuba and Puerto Rico were subject to an import duty, higher
than the internal tax paid on Spanish goods. TUnited States
Teriff Commission, Colonial Tariff Policies, 1922, p. 587;
Commercial Handbook of the Philippine Islands, Bureau of
Commerce and Industry, 1924, p. 49.



goods did not encourage the exportation of a great amount of
sugar to the mother country. The high tariff duties were a
handicap to the development of the foreign trade of the Islands.

Free trade countries that desired to import sugar from the

Y

hilippines in exchange for their goods could not do it uvader
such unfavorable terms. On the other hand, Spain bscause of

its great distance from the Archipelago, especially before the
opening of the Suez Canzl in 1869, afforded a very limited mar-
ket for Philippine exports. These conditions partly retarded the
development of the sugar as well as the other industries of the

TIslands.

Spanish Agricultural Policy

The Real Sociedad de Amigos del Paid (Society of Friends
of the country) organized in 1823, fostered the cultivation of
sugar in the Philippines. This association sent cane seed from
Panay Islands to Havanna. It inauvgurated a movement to compile
a series of memoirs, which resulted in an offer by a lMr. Sagra
in 1874 of a gold medal for the best and most complete treatise
of experiments on the cultivation of sugar. The Spanish author-
ities did not give any attention or consideration, however, to
ir. Segra's suggestion to develop the sugar industry. The sugar
planters were therefore left to thelr own resources. 4t cne
time, about the middle of the eighteenth century, the author-
ities in }Manila prohibited the exportation of sugar. The
Spaniards were more interested in the tobacco monopoly (which

employed compulsory labor) for revenue purposes.(l)

(1) U.S.D.A. Yearbook, 1901, pp. 522-524



In 1849 the Iing of Spain promvlgated & dscres grantin

to the religious order of the Recoletc Friars a zicnopoly in

the ownership and comrerce of MNegros Island. Tails organization,
with the {inancial backing of the Eritish vice-consul, liicholas
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"the budget provided the sum of $113,680 for a school
of agriculture in Kanila and ten model farms and
schools of cultivation in the provinces. Instead of
benefitting the colony, this sum went to furnish the
salaries of needy Spaniards. Very little was achieved
in the teaching of agriculture by the Spariards. The
produce of the land devoted %to agricultural experiments
was enjoyed by the officers.” (17

Production of Sugar Under Spanish Rule

Development ig.Luzon Island. The earliest commercial

development of the Philippine sugar industry was probably in
Pampanga Province on Luzon Island, which still ranks second
among the sugér producing provinces. Hxtensive application
of old type implements and methods of producing, manufacturing
and packing of sﬁgar wnich were of Chinese origin wsere found
here. Pampanga and Pangasinan rrovinces on Luzon Island pro-
duced less than 7,000 short tons of sugar per-year during the
first decade of the nineteenth century, most of which was ex~
ported in Chinese sampans and other foreign vessels. Therse
must have been a considerable expansion in sugar production by
1835, in spite of primitive methods of production and manufacture,
girice at that time 12,981 short tons were exportea from Luzon
Islands.

In 1849 the prcduction was reported a5 26,455 short tons.

ar throughout the

O
Hhy
163]
&

The rapild increass in consumptlcn
civilized world which bagan abeout 1850 greatly enhanced the
price and made the industry very profitable. This condition
proved an encouraging factor %o capital, and increased invest-

ment in the Philippine sugar industry quickly followed, re-

(1) U.S.D.4. Yearbook, 1901, p. 525.
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sulting in an enlargement of the area in cane and an increase
in production up to 1895.(1)

lMost of the larger sugar plantations in the Philippines
were owned by the Spanish gentry. Two of the most prominent
6f these were located in Pempanga Province on Luzon Island.
lir. Rafeael G1l, a member of one of the oldest families in
Pampanga, managed his Hacienda de Pio from 1864 to 1898 with
such success that at the end of the 34 years his sugar planta-
tion was the largest in Pampanga, with 2,000 people living on
his estate. The first steam engine in Pampanga was installed
by him on Hacienda de Pio. The first hydraulic mill was also
constructed on his plantaticn at Porac.

‘The late Don Valentin Arrastia, another 'member of one of
the oldest Spanish families in Pampanga, also devoted himself
to agriculture. Of the 1,234 acres in his estate he had 748
planted to sugar cane. He took a leading part in the adoption
of modern methods of agriculture and the fostering of centri-
fugal sugar manufacture in his province. He aided in the
establishment of the first bona fide sugar central in Luzon
Island and was active later in the organization of the Pampanga
Svugar Planters 588001at10“.(2)

Develeopment in Visayan Islands. Vhile in Luzon Island the

sugar industry was mainly contreclled by Spanish gentry, develop-

ment on Negros Island, which has become the most important

(1) Pitt, Harold M., The Sugar Industry of the Philippine Is-
lands, Handoook on the Sugar Industry of the Philivnine
Islands, Bureau of agriculture, lanila, 1912, pp. 13- 14;
Bandbook of Fhilippnine Suger Industry, Sugar ltews Co.
lanila, 1929, pp. 1=4

(2) Sugar Central and Planters lews, Vol. 2, No. 5, ilay 1921
p. 167.
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sugar producing area of the Archipelago, was largely prouotsd
by foreigners. Prior to 1836 when its ports were opened to
foreign traders, suvgar production on Hegros amounted to only
about 280 tons annually. 1In liegros, the sugar industry was
first established in Saravia, Silay, Bacolod and Raga dis-
tricts.(l) Tne mills in Negros for grinding the cane were
crudely made of wood and stone.

It was the initlative of the British and American commer-
cial houses, in rendering financial aid and in introducing
modern machinery and methcds of cane production, that was large-
1y responsible for the development of sugar growing in the
Visayan Islands, Panay and MNegros. IIr. licholas Loney, the
vice=consul of Iloilo, Panay, continued to loan funds to the
Spanish planters in the fifties and sixties. He was regarded
as the founder of the sugar industry of these Islands and a
monwaent to perpetuate his memory was erected at Iloilo after
his death.

The Amsrican trading firm of Fussel, Sturgls and Company
which was established near the end of the eighteenth century,
grew to be one of the largest instituticns of its kind engaged
in business in the Crient. It nad branches in HManils and
Iloilo, and the latter branch was extensively engaged in the
exportation of sugar from Hegros end Panay Islands. Ths company
failed in the panic of 1873. The sugar trade of tnese Islands
was carrisd on afterward by-British? American and Swiss mer-
ahants and bankers. They made extensive use of banking credit

to provide the capital required from one season to another.

(1) 'Walker, derbert S., The Sugar Industry in the Island of
legros, Handbookx on the Sugar Industry of the Philippine

Islands, 1912, p. 16.



thezse commercial

E agesncles advancsd nmcney Lo the plant-
ers and too¥ payment after harvest in the fors ¢of gnger, which
they =xtensively exvorted. This ccoperaticn hitwszn finan-
clers and planters resvlited in technical improvesment and in

an incresss of »reducticn uo to 1893 (tarle 1).

Devsloovment of Sugar Industry on ezros
Island, 1250-1893.(1)
: 1850 : 1830 : 1893
Inhzabitants 350,000 200,000 320,000
Preodvetion of sugsr in meitric tons 190 39,096 113,850

“ocden mills

47

3
23

i7ills run by steanm 59 o4

3ills run by water ovower 17

1ills cf iron, run oy eninel power 495 500

Steam vlows , - -

Tramways (for transpertsticn of cane) - -

(1) Walker, Herbert 2., The Jugar Industry in ths Island of
¥egros, Handbook cf the Suzar Industry of the Philippine
Island, 1912, p. 16. .

In 1880,according tc P, Zchaus, the first cteam driven

»3i11 was intrcduvcsed In Vezres and by 1854 s=sven such nills were

in operation. The number cf steam wills, iren mills and mills

operated by watzar power Increased ranicCly and displaced the

wocden wmills., The installation of these mcdern farm nills re-
s21ted in s higher reccvery cf thie sucrcse content, tnué Con—-
trirvrting te the incresaced cugar cutiubt. Preduction on the
Islsnd was 800 times grssisr in 1893 than in 1850. Ths suzar
plznters In Ifegros Pefen o realize at thiz cttage of ths sugar
induigtry the valus and use of labor-saving devicss such as
stean plows, steam mills The Indvstry cre=ted a
groving cdemand feor labor Tvrnisheda emnlement
for thousand of laborers nct only frem Negres Tut 2lsc frou
reishbering islands. Frew this pariod tntll the .merican
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administration, Wegros Island was one of the leading sugar
producing districts of the Philippines. In the 1903 census,
Senior Jose de Luzurlaga stated that the crop of 1893 of

300,000 tons was the largest ever harvested up to that date.(t)

Sugar Exports During the Spanish Regime

The earliest availsble record of sugar exports of 2,063
short tons was in 1780. Theie must have been earlier exporta-
tions of sugar to China from the Pnilippines because the tools
and methods of ‘grinding csne and- manufacturing of sugar were
introduced in the Islands by the Chinesz. Part of the Philiopine
sugar exports was shipped in the Chinese sampans. The Chinese
conducted most of the early operations of manufacturing, transw
portation and sale of sugar in Pampanga Province on Luzon
Island and in the provinces near lanila. The throwing upen
of Philippine commerce to foreign merchants in 1834 was accon-
panied by an increase of sugar export to 12,980 short tons in
1835. Sugar packed in bayones (bags made of leaf of the buri
palm) was carried by outgoing vessels in their holds as stowage
cargo. During this period there was a considerable exportation
of the lower grade sugar to Singapore and lacao. The completion
in 1869 of the Suez Canal added greatly to the commercial
development of the Islands.

Sugar which was cne of the leading exports of the Archi-
pelago was exceeded in value only by llanila hemp in 1854 (table 2).

From 1874 to 1883, sugar was the principal export of the Islands

(1) Ibid, pp. 14-16: Handbook of Philippine Sugar Industry, 1929,
pPp. 2-4; Pit, Harcld il. The Sugar Industry of the Phnilippins
Islands, Handbook on the Sugar Industry of the Philinpine
Islands, 1912, p. 14.



or a1 pevcent
and averaged over 47 per cent moreAthan that of lManila hemp

and over 36 per cent higher than that of tobacco. The avarage
of the 1884~1893 sugar exports was nearly equal that of Manila
hemp. The sugar export declined during the close of the Svanish
rule.

The quantity of Pnilipnine sugar exported increased stead-
ily from over 42,900 short tons in 1849 to nearly 247,500 short
tons in 1895 (table 3). However the exports of other products
were expanded more rapidly during the last fifteen years of the
Spanish rule, as indicated by the dscline of sugar exports to
35 per cent of the total exports during 1890-18965.

Table 2. Philippine Exports, 1854-1895. (1)

: : Manila : Coconut :
Years s Sugar : hemp ¢+ product : Tobacco : Others
t{per cent):(per cent):(per cent):(per cent):{per cent)
1854(1) 26 41 0.41 17 15.59
1872(2) 35 on 20 18.00
1875 49 19 19 13.00
1876 50 27 6 17.00
1877 54 21 8 17.00
18Y8 48 23 12 17.00
1879 49 20 7 24,00
1880 49 23 11 17.00
1881 51 36 3 10.00
1882 43 33 13 . 11.00
1883 46 29 11 14.00
Average. 1874-83 47.4 25.8 - 11.0 15.80
1884 30 32 0.01 8 29.99
13885 42 27 0.06 11 19.94
1886 35 22 0.07 10 32,93
1887 32 42 0.11 8 17.89
18€8 32 42 0.11 13 12.89
1889 36 41 0.29 9 13.71
1890 34 o2 0.13 12 21.87
1801 27 50 - 10 13.00
1892 41 36 0.25 15 Q.74
139& 47 35 0.05 11 6.95
Average 1884-93 35.6 3549 0.12 10.5 17.89
1894 33 44 0.18 10 12.82
1895 31 54 - 13 17.00
1898 8 59 27 6.00

(T) Commercial Handoook of the rnilippine Islands, Bu. of Ccmmerce,
ilanila, 1924, P. 40 B

(2) Pnilippine Buresu of Commerce of Industry, anila Statistical
Bulletin No. 2, 1919, pp. 126~140
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Sugar export constituted on the average from a third to
a half of ths total exports of the Philippines, veing as high
as 58 per cent in 1873, in spite of the use of anticuated
equipment and methods in its production and manufacture.

Table 3. Sugar Lxports and Proportion of Totsal
Zxports of the Philipvines, 1849-1865.(1)

¢ Average annual export Per cent of

Years -3 ( short tons) :  total exports
184959 43,122 34.0
1860-69 63,077 33.0
1870-79 118,994 49 .4
1880-89 199,161 39.6

1890-95 247,408 35.4

(1) Philippine Sugar Association, Facts and Statistics about
the Philiponine Sugar Industry, Sugar MNews Press, Manile,
Avg. 1928, p. 18; Philippine Rureau of Commerce and Industry,
Statisticel Bulletin No. 2, 1919, pp. 136-137.

From 1881 to 1865, Great Britain was the principal market
for Philippine suger, taking 47 per cent of the total sugar
export (table 4). Australia took 23 per cent, while the TUnited
States imported mofe than did China and Japan although these
countries are nearer to the Philippines. The mother country,
Spain, toock only 1 per cent of the tofal sugar exports.

Great Britain was the leading market during the early period
because the British capitalists who aided the development of the
principal sugar districts, were at the same time the leading
importers of sugar into the British markets. The modern mill
machinery which was imported by the British Vice-consul, ¥r.
Nicholas Lecney, was loaned to the sugar planters in Negros Is-
1and and in Iloilo on Panay Island. The British traders also

were influenced in exporting sugar to Australia during this

period as the Quesensgland sugar indvstry was not yet highly

developed.
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Table 4. Distinations of Philippine Svugar Exports.(l)

: United : :China & ¢ Grealt :
Year : States : Canada : Japan :Britain : Spain :iustralia
:per cent:per cent:ver cent:per cenfiper cent:per cent
1861=65 16.0 0 13.0 47.0 1.0 23.0
1891 34.0 26.4 11.3 28.0 0.2 0]

(1) Sugar Central and Planters News, Vol. £, No. 11, Nov. 1921
p. 452; Philippine Bureauv of Commerce and Industry, ianila,
Statistical Bulletin Yo. 2, 1919, p. 136.

The United States, Great PBritain and Canada were the chief
markets for Philiovnine sugar in 1891, tak;ng/gé, 28 and 26 per
cent, respectively, of the total sxports (table 4). The provor-

tion exported to the United Statses had matsrially declined ‘since

@

1889 (table B5). Spain imported practically no Philinpine sugar,

due probably to her nearness to Cuba and the sugar beet growing
countries of Europe. China and Japan have never been an important

market for PHilippine sugar except during a short time in the

jo]]

nineties, although there were numercus Chinese and Japenese mer-

chants in the Islands who were exporting, and evs

i3

theough trans-

<t

4]

were lower to these two oriental countries than

5]

ioc ost

w3
Q

'porta
te the United States.

The United States was a much greater importer of Philippine
sugar than Spaiﬁ, in spite of the latter's political contrel of
the Islands and in spite of the duty imposed by the United States
ot Philippine and other foreign sugars.

Duriang the last half century of the Spanish domination in

o

the Philivpines, the Tnited Statses played an Important nart in
Jdevsloping the sugar industry. The sugar exports to the United
States increased from an annval average of all exports of 23 per
cent during 1849-1859 to 54 ﬁer cent in 1886—1891 (table 86).

. /
The United States became one cf the leading marlkets cf Philionine



r Exports and Provortion_to the Unitsd
States, 1876, 1880-1839, (1)

: ¢ Sugar exports Per cent of

; Total sugar :Psr cent: to : sugar exported

Year : gxports :0of total: United States : to
:(metric tonsg): exports: (metric Tong) : United States

1876 130,547 50 68,830 53

1880 181,190 49 102,286 s7

1882 - 150,422 43 78,983 53

1883 196,834 46 127,446 65

1884 122,128 30 85,172 70

1885 204,222 42 135,052 66

1886 184,939 35 117,452 63

1887 171,754 32 111,440 65

1888 160,987 32 83,718 52

1889 228,468 36 123,762 55

(1) Philipvine Bureau of Commerce and Industry, Statistical
Bulletin No. 2, 1919, p. 136.
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sugar, partly bacause of the active part played in loazning
funds to the sugar planters in legros and FPanay Islands by the
American capitalists who were also leading exporters of
Pnilippine sugar.

Table 6. Fhilivpine Sugar #xn?rts to United
States, 1849-1891

. Average annual export ¢

Year H to United States : Per cent of total exports
1849-59 8,663 . 22.7
1860=69 12,720 2346
1870-79 435,299 39 .6
1880-91 93,844 54.0

(1) Philippine Sugar Association, Facts and Statistics about the
Philippine Sugar Industry, Aug. 1928, p. 18; Philipnine
Rureau of Commerce and Industry, Statistical Bulletin No. 2,
1919, pp. 135=137.

Statls of the Sugar Industry at the Close of
“the Spanlsh Segime

The Philippine gugar industry did not progress repidly
during the Spanish ruvle because of the limited trade between the
Philippines, Spain and llexico, the high tariff duties imposed by
the Spanigh Government, and because there was no government
institution in the Islands primerily devoted to the technical

»
study of the sugar industry or to its efficient organization

and administration. Improvement was made in the Islands of Yegros
and Panay by the introducticn of some modern farm imvlements and
modern muscovado sugar mills, but thils movement had not gone far
in improving the methods of production and manufacturing musco-
vado sugar into higher grades of centrifugal sugar. There was

a great loss of the sucrose content, due tc the muscovado mills

not being vroperly equipped. These antiquated methods added To

the handicap of the industry. The resulting low grade muscovado
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had a very small demand in the United States and other ad-
vanced countries, because Java, Cuba, Hawaii and the beet pro-
duvcing countries of Europe were producing higher grades of

26° centrifugal and refined sugars which were in greater demand.

There was no governmsntal financial institution that aided
the sugar planters in obtaining capital. The develoopment of the
industry in Negros and Panay was wholly devendent uvon foreign
capitalists who gave financial aid to producers, usually at high
interest rates. These foreign oapitalists, wno were also mer-
chants and shippers, received payments of their lcans from the
planters in terms of sugar after harvest. The sugar producers
were forced to sell thelr sugar to the merchants usually at low
contract prices.

The Spanish Government did not regulate labor in the
Archipelago. The sugar planters suffered losses Dbecause laborers
frequently disappeared after receiving advanced pay. It was
often difficult for sugar producers to get sufficient laborers
to work on their plantations.

Transportation facilities were lacking. Highways were

L J

inadequate. These also added to the difficulties in the develop-

»

ment of the industry.

During the insurrection against the Spanish Governument in
1896-1897, and the war betwesn Spain and the Tnited States in
1898, the sugar plantations were neglected. Sugar plantars,

as well as the rest of the povulation, felt the effects of the

wars which caused 2 decline of sugar preoduction.



CHAPTER II
GOVERNMENT AIDS TO SUGAR INDUSTRY UND=R THE

AMERTI CAR ADMIMISTRATION

Situation Following the Spanish-American War

1,

The Philippine sugar industry was neglected at the close
of the Spanish period and during the first ten years of the
American occupation. The scientific methods of precduction and
manufacturing of sugar had not been adopted and the low grade
muscovado was the only type exported. The insurrection against
the Amerigan sovereignity in the Archipelago which began in
1899 and continued for several years was followed by the
epidemic of rinderpest which killed the.greater part of the
working animals., These handicaps retarded the progress of tﬁf
industry. It was not until after 1910 that modern methods were
more rapidly_adopted, resulting in the manufacturs of 96° centri-
fugal sugar which was demanded by United States and other
countries.

In order to change from the primitive eguipment, the
Philippine sugar industry after the Spanish-American Var needed
favorable legislative action to stimulate foreign and dcmestic
capital investment. The industry also needed more adequate

credit facilities and technical instituticns for training

Frj

ilipinos, expeclally along the lines of production, organi-
zation and administration. The dévelopment of a more assured
market outlet was of special importance. Investment of capital

was largely dependent on thse terms under wahich sugar produced
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in the Islands would be admitted to that country which had now
assumed the responsibility for the administration of the

Archipelago.

Opening the American ilarkst to Philinpine Sugar

Tariff Arrangements, 1898-1909. At the time when the

Philippines was surrendered to the United States under the
Treaty of Paris (Decembgr 1898), the Philippine sugar was
dutiable under the rates established by the Dingley Tariff
Act of 1897.(1) There wefgjpo tariff reductions or preferences
given to the goods of the Islands exported to the United States
nor to the American commodities entering the Fhillippine markets
from 1898 to 1902. The treaty which permitted the Spanish
ships and goods to enter the Philippines on the same basis as
these of the United States hindered the insuguration of free
commercial relations between the Philippines and the United
States. .

The abatement of 25 per cent of the full duty on the

Philinpine sugar under the United States Teriff act of 1202

(1) The tariff rate on refined sugar and sugar above No.
16 Dutch standard of. color was 1.95 cents a pound,
while the rate on 96° raw centrifugal sugar was
1.685 cents per pound, but an additional amount
was pald for each degree above 75 degrees amount-
ing to 0.035 cents a pound, and sugars not abovs
No. 16 Dutch standard of color and above 75 degrees
by the polariscope test had a rate of 0.95 cents
per pound. Handbook of the Philipnine Sugar In-
dustry. 1229, p. 41; TUnited States Tariff Commission,
United States-Pnilippine Tariff and Trade Relations,
Report To. 18, 1931, p. 2.
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gave no practical benefit to the sugsr enterprise.(l) 1t
did not encourage the American anc Filipino capitalists to
invest their money in moderm cenfrifugal centrals.(g) Mus~

covado remained practically the only kind of sugar exported.

Preferential Trade Arrangements, 1909-1813. The enact-
ment of the Fayne~Aldrich on August 5, 19038, provided for the
entry of 336,000 short tons annually of the Philippins sugar

(3)

into the United States. During the appnlication of this
act all sugar from the Islands entered the United States free
of duty because the exports to the latter country did not
reach this limit until 1924.

The passage of this Act immediately caused an inflow of
American capital into the Islands for the development of the

sugar industry. The first modern centrifugal sugar central

was successfully established at San Jose, lMindoro Island by

(1) The act passed on March 8, 1202 provided thHat ¢he

© Pnilippine cormmodities not on the general free 1list of the
act of 1887 should be given a 25 per cent preferential
reduction. The Products of the United States received
by the Philippines were to pay the general Philippine
import duties. Any ezport duty collected in the Archi-
pelago on shipments which were subject {0 the United
States tTariff duties must be deducted from the American
import duties. All the import duties collected in the
United States on Philippine products were to be paid into
the Philioppine treasury. Tnited States Tariff Commission,
United States-Philippine Tariff and Trade Relations,
Peport No. 18, 1931, p. 2.

(2) A central is a place whers a large specializsd can-sugsar
mill grinds the cane and wanuractures 1t into centri-
fugal sugar.

(3) This act was passed uxder the administration of Fresident
Taft, who had been the first Civil Governor of the Philip-
pine Islands, and wno was a strcng advocate of a libsral
commercial policy between the United States and the Philip-
pines. He believed that sucn a policy would serve to devel=-
op more rapidly the natural resources of the Archipelage
and benefit the people. United States Tariff Commission,
United States-Pnilippine Teriff and Trade Relaticns, 1931,
pPp. 2=3.



an American company in 1910, in spite of the opposition of
the Philippine government officials and the great pioneering

difficulties encountered by the company. (1)

>'\N JaifeCkNIHAL
feVifatf M jitm ui u it55
rai Ljj.r i<n(rtl

Pig. 1. First Sugar Central in the Philippines
The government officials feared the exploitation of the Islands
by American and other foreign capitalists.

The Talisay sugar central, Negros Island, which was
erected with Filipino capital, began operation in 1912. Two
;ooperative sugar centrals, one established at San Carlos,
Negros Island, and a second at Canlubang, Laguna Province on
Luzon Island, Dboth erected by Americans, began operation in
1914. There were at least*ten modern centrifugal sugar cen-
trals built after .the passage of the Payne-Aldrich Act, during
1909-1915. These plants made possible both larger scale pro-
duction and higher grade sugar (95°) centrifugal) than could be
obtained from the old farm mills which produced only muscovado
sugar.

Unconditional Free Admission, 1915-1954. The Philippine
sugar industry was stimulated by the Underwood-Simnons Tariff

act of 1913 which provided for the removal of the limitation

on the quantity of Philippine sugar to be admitted free of duty

(1) Handbook of the Philippine Sugar Industry, Sugar News
Press, Manila, 1929, pp. 6-7.
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into the United States.(l) mne Tariff Act of April 27, 1916,
effective llay 1 of the same ysar repsaled the provision of th
Tariff Act of 1913 dealing with the transfer of all sugars to

the free list. The ict of 4916 did not 1limit the gmount of

Philippine svgar free of duty. The preferential duty on Cube
suger and the tariff duty on other foreign suger ware restored

This Act guazranteed a tariff protected free market in the
United States. The sugar csntrals increassd rapidly during
this period tntil they numbered 19 in 1920. The production
increased from 127,993 short tons in 1909 to 234,457 in
1919.

The Fordney Emergency Tariff Act of 1921, the Fordney-
¥MeCumber Act of 1922 and the Smoct-Hawley ~ct of 1930 pro-

teeted further the Phi ipoine sugar (table 7). It raised ths’

[or

vsy cn forelgn sugar from 1.256 to 2.5 cents a pound on 98°
cent ifU”al sugar, the Cuban dreferential duty on 95% cantri-
fugal sugar from 1.0048 to 2.00 cents a pound, and on Cuban

refined suger from 1.0752 to 2.14 cents a pound. The Cuban

sugar produczrs therefore were not given as much advantage as

m
(1';

ne

|_.ll

iian and Puérto RPican suger planters. The Philiopn

-

roducers received only partial benefit of their free

3
09
W]
i
e}

(1) Duty cn ell svgar reduced 25 ver cent from and after
varch 1, 1914 and nrOV1ding all sugsrs be transferred
to the ffﬂe list ¥May 1, 1918, The duty on 98 sugar
from Cuba was 1.0048 cnnts nsr oound and from foreign
countries 1.256 cents per pound. The duty on rzfined
sugar from forsign countries other than Cube was 1.36
cents per pound. United States Tariff Commission,
TUnited States-Philippine Teriff and Trade Relstions,
1931, Zeport No. 18, p. 33 Handbook cf the Philipine
Sugar Industry, 1929, p. 4Z2.

oY

<)
3
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market in the United States bzcause their cost ¢f transpor-
tation was greater than that of Cuba, Hawsii and Puerto Rico.
The favorable trading relations with the United States
ailded in further increasing the number of mcdern csntrifugal
svgar centrals to 45 in 1932 and the oroduction to ovsr 1,102,000

short tons, or to 887,650 more than in 1920,

Tgble 7. United States Tariff Rates on Sugar, 1897-1930.(1)

T DUty on 98 centrifugal sugar : Cudan rate on
Teriff Acts :7 Full rate T Cuban race : refined sugar
t(cents per 1b.):(cents per 1lb.):(cents per 1lb.)

July 24, 1897 1.6850 1.6850 1.8031
Aug. 6, 1909 1.6850 1.3480 1.4425
Mar. 1, 1914 1.2560 1.0048 1.0752
iay 28, 1921 2.0000 1.6000 1.7121
Sent. 22, 1922 2.2060 1.7648 1.8885
June 18, 1930 2.5000 2.0000 2.1402

(1) Lippert S. Ellis, The Tariff on Sugar, The Rawleigh
Foundation, Freeport, Illinois, Jan. 1, 1933, p. 48.

Government Aid to Sugar Centrals

Hodern sugar centrals were necessary in order to replace

t

ne thousends of plantation sugar mills which manufactured low
.Q

rade muscovado sugar which was demanded only in the Chinese and

0q

Japanese marketss The cooperation of the Philippine Government
was therefore essential for this develcpment. On Cctober 15,
1914, Governor General Harrison reccmmended tc the Pnilippine
Legislaturerthat cooperative agricultural zssociaticns to pro-
vide small farmers with credit facilities %e crested and re-
gulated. He recommended also that the gevsrnment cooperate

in the constructlion of sugar centrals in ~lsces where they ware

needed. In compllance with the latter part cf this recommendation,

ict. No. 2577 was passed on February 4, 1916 creating a Suger
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(r)

Central Bosrd Consisting of the Zoverncr General, the Spealer
of the Thilippine Assembly or their authorized revresentatives,
and three members appointed by the Governor Genseral with the

consent of the Philippine Cowmmission. This board wes charged

with the duty of vromoting ond aiding the svgar industry

tnrcocugh the establishment of suger centrals, (1)

Insuvlar Land Pcolicy

During the Spsnish regime the ggricurltural land bzst

adapted to sugar cane prcdvcticn was uvnder monopolistic control
of the Spanish religious corporations and private individuals.
In 1903 the public domain was increased by 395,690 acres pur-
chased from Spanish religious societles and wealthy Spaniards.
Under the tmsrican Administration, land for nroduction of

stgar and other crons has besn made available py the Philivoine

Government in the form of hcmestead grants, lease holds,

(1) The Sugar Central Roard was smpowsrsd: "(a) to guarantee
to the concern establishing a sugar central the vay-

ment of its velue and intﬂrest from the net proceeds of

the sugar manufactured, after dedvuction of fifty per cent

of the gross product, Swhich snall be distributed pro

rata among the. producars of the cane milled end after

the further .deduction of the operation expenses.

"(b) To purchase from a corporation or corvorations
composed of owners of land plantad in sugar cane, bonds
issued upon the securitv of the vroperty of szid corop-
oration or upcn tas ctritv of the Tirst mcrtgages upon
the land or part of tba and cf the individusl owners
who ere stockholders in uHc said corporation, or upon
both securities wentioned; vrovided, hovever, that the
base value of the land rsceived 83 security for the

said bonds shall not exceed ths value certified by zn
appraiser who shall e apooirted tc insovsct and appraise
the same.

"(¢) To make loans secured by fir
corporation or corporatil
central or sugar cantrals
ments thereto.”

Rafsel R. Aaluman, low, Thas Tast, Pras Tol
the riliopine Sugar Industry, ilanila, Vel., 12, Yo. 48,
Oct. 15, 1832, op. 10-12,

a0

43}

C

t ncrtgage tc =z
erating a sugsr
for aGdition and the Improve-
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sales of public lands c¢» salse

of friar lands under ict. MNo.

C)

w

926, enacted by ths Philipoine Commission on Gefober 7, 1903.

h)

The Act of the United States Ccngress cn July 1, 1902

placed a limitation of 2,550 acres on land hoeldin 1 the

e
)

3S

M

Archipelago oy agricultural corverations. This limit has

never bzen chang:=d even theovgh the Fhilipoine Legislaturs was

& -

empowered by the 4ct of Conzgrsss of August 28, 1916 to legislate
cencerning landnoldings in the Islands.(l)

The Homestead sct of 1903 allowing 40 acres to be ac-
gquired by any Filipino or smerican for agricultural vrcduction
was amended by t No. 2874 cof Yovember 29, 1912 to permit 80
scre homestead.(z) The total number of aonlications for home-
stead during the five year period 1205-1910 was 8,951, covér-

ing & total area of £85,007 acres (3)
)
The 1903 Public Lard act permitted only 40 acres of land

to be purchased by any Filipino or American from the Philippine

(1) TUnited States'Tar ff Commission, Tnited States~Phil
Tariff and Trade Relaticns, Report No. 18, Seccnd 9
19ul pv 69.

(2) The Lomestead Taw of October 7, 1903 provided that any
citizen of the Philippines or of the United States over
18 vears .of age, or the head of a family who did not
ovn more than 60 acres (24 hectares) in the Philippines,
might enter an application for & homestead not exceed-
ing €0 acres of agricultural land on the public domain.
After filing of the application apd with the approval
of the Diresctor of Lands, vossession.might ©te taken upon
the payment of &5 as an entry fee. The period granted by
the law to homesteaders for the imorovsment and cultiva-
tion of their c¢laim was from 2 to 5 years. The appli=-
cant. was entitled tc get a deed uvpon payment of an addition-
al amount of &5, after he has ccmolied with g1l require-
ments cf the law. TUnited States "ar Dept., Bureau of
Insular Affairs, A Brief Resume of the Rules and Regu-
lations Relating to the Disposition of Public Lands in
the Philippine Islands. 1934, p. 1l.

(3) Fordzs, ™. C., 2hil. Islaends. The Friar Land-Inquiry,
ilanila, 1910, p. 128,
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Government. This was increased to 250 acres by the amsnd-
ment in 1919 and to 360 acres under the Philippine Land Law
of 1925 (YNo. 3219). The period of payment was extended fronm
5 to 10 years by this last law. Tndsr the original act, any
person of legal age could buy not more than 40 acres of the
"friar land" which had been purchased previously by the Govern-
ment. A corporation duly registered in the Philivnines was
granted the privilege of purchasing as much as 2,500 acres.(1)
The sale of "friar lands" like that of other public land, was
at public suction. The total area sold by the Government dur-
ing 1905-1910 was 24,922 acres dinvelving 332 sales.

Under the 1903 Leasing act any citizen of the Philippines
or of the United States, of lawful age (2% years), cculd lease
from the Philippine Government 2,580 acres. Corporation or an
associaticn cculd leass 2,580 acres of land provided it was
organized and constituted under the laws of the Philippines cor
of the United States, and if authorized to transact business
in the Islands and if at 1east 61 per cent of the capital stock

belenged wholly to the citizens cf the archipelago or the TUnited

(1) Citizens of cocuntries, the laws of which grant to citizens
of the Archipelago, the same right to acquire public
lands a5 to their own citizens, may, while such laws
are in force, with the express auvthorization of the
Legislature, purchase any parcel of agricultural land
not mere than 250 acres. Lands sold by the government akg
appraised by the Dirsctor of the Bureau of Lands, with
the aporoval of the Secretary of Agriculiure and Natural
Resources. The minimum selling price is fixed by the
government, and the payment may be in full or install-
ment annually for 12 yezrs, with interest at 4 per cent.
The appralsed value of land must at least be equal to
the expense or that which may be incurred by the govern-
ment is connection with the apvlication for purchase. A
deed is issued after all is paid.

Commercial Handboclk of the Philiopine Islands, 1924, pov.
72-%7s United Shebtaes Teriff Lommission, United States-
Philippine Tariff and Trzde Relations, No. 18, Second
Series, 1931, p. 29
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States. An individual or corporation that ownzd land could
also lease additional 1and to bring the total up to not
rmore than 2,560 acres. The lease couvld extend for z period
of not more than 25 ysars and was subject To resnewal at the
option of the lessee. The annual rent cculd not be less than
3 per cent of the value of the land.(l) The total area leased
from 1905 to 1910 was 123,759 acres including 185 leasss.

The Public Land Act of 1924 (No. 3164) permitted any

%

native of the Philippines to apply for free patent. The dzsd

would be given provided the farmer did not own mors than 50
acres of land and provided he or his predecessors had since

July 4, 1907 or prior to that date continously occupied and

cultivatad the tract of public land. The filing of fre

(O]

(_)J
|._l

patent applications for lands was limited to 1038

J
(0]
o

2mosry

which is the last day when freepatent applications for lands
2

S

will te accepted.( The total number of free patent apnlica-

tions during 1905-1910 was 15,877, covering 130,032 acres.

Under ths land acts, 563,727 acres of government land
were obtained by 25,345 individuals or corporations during 1905-
1910. During 1931-1932, the only other years for which data

)

are available, 226,055 agres were disvosed of by free grant, sale

v

e gs s (2) .
or lease to individval farmers or corvcrationsv’/As during the

sarlier period the homestesad grants were the =ost important.

This fevorable land policy of the Philippine Governnment

has aided the sugar planters and others to acauire a largs
- . s
(1) U. S. War Dept., Bureau of Insular affairs, Brief Resume
of the Pules and Regulations Relating tc the Disncsitlion
of Public Lands in the Phllivpine Islands, 1934, po. 8=10.

o

o~ T
(6}
~— —

Ibid, p. 11l.

Phnil. Dept. cf .gr. and NMet. Tescurces, fnnual “eport, 1933,
4
Poe 54.
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area of agricultural land fcr the orcduction of sugar cane
as well as for other types of farming. For example, the San

Jose sugar estate in Mindoro, the Calamba sugar estate in

Leguna Province {(Luzon Island) and other large sugar plan=

tations in Luzon and Visayan Islands covering thousands of acres,

were acquired by The sugar planters freom the
+

Government for cane prceduction.

dgricultural Credit ‘easures

The Spaniards did not creete any government credit insti-
tution during thelr sovereignity in the Islends, whereas the
Americans have fostered the develoopment of governnent credit
facilities as part cf their prcgram te aid the farmers., The
Agricultural Bank whicnh was created cn October 16, 1907 (when
ths first Philippine Assenbly was orgeanized) for the vurpocse

of extending loans to the planters for the dsvelovoment of

only to a limited extent the progress of

ct
)
m
|J
l...s
}_i)
W
o}
o
-
jav)
l,_-lc
o
1)
0,

n the .Islands. The $500,000 capital stock

e

suger production
of the bank which was aporopriated LY the Philippine Legils=-
lature fror the general fund was inadequate to fulfill the
needs of the sugar producers. The bank lasted only 8 years,
when 1its functions were transferred to the Philippine Fationsl
Ranlz which was 2stablished Yy the Philipoine Legislature in
1916, The purpgse of this bank was to finance the domestic
commerce and the development of netural rescurces. The sugar
planters nhave Dbeen ale to borrcw Ircr it to the extent of

50 per cent of the value of the land and Improvements for the



purpose of erecting suvgar cantrals.(l) This bank heas
loaned money to the sugar planters for cane producticn and
for exportation of suger, as well as for importatiocn of fert-
ilizers, etc. Lower intesrsest rates have bzen charged by this
bank fthan by the vrivate banks or sugar mzarchants.

The bank financed the construetion of six svgsar centrals,

vartly thrcugh the sals of bonds during ths boom period pricr

ct
(o]
l""

G20. Dvring the deoressicn of 1921 whsn leosses were in-
cvrred, the centrals couvld nct pay the vrincipal aand interest
on the bonds or the banl loans. The bank nlaced then under
its control through legal vroceduvre for a fsesw years and then
turned them again to the Filipino ccmoanles when the latter
were able To pay the Tarmer by installments.
The bank has aided materially in encoclira
pinos in their particivotion in the develorment of the sugar

. [gnd)

enterprise. The governuent's financial 2ld has besn cnz of

the riost important factcrs in the rapid oreogress of the in-

mducetional Provisicns

. - \ . N
Philipoine Pureau of Agriculturse. The Bureau was or-

P S P

ganized under the cot of April 30, 1902 and nas aided in
collecting and ourchasing sugar.cane seeds for experimental

resesrcen and for distribution to sugar plenters. It ras also

(4]

improved the varieties of sugar cane by careful selection and

treeding. ’

(1) Rafael R. Alunan, Yow, The Past, Present, and Future of
the Philipnine Sugar Industry, Vol. 18, Ath Series, Yo. 49,
Oct. 15, 19232, p. 12; George, =Zcdwin B., rhilipoine Tradse
Financing and Zxchange, Trade Informeticn Bulletin .
July 1923, p. 11; Cormercial Zandbook of the Fnilippine
Islands, 1924, pp. 19=-20.
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The first chief of the Bureau of Agriculture visited
New Orleans, Louilsiana, and Charleston, South Carclina to
select modern farm machinery used in cultivating sugar cane
and rice. He procured a large consignuent of general agri-
cultural eculpment.

In Yovember 1902, tnhe Philipoine Government avnropriated
525,000 to carry on the work at La Carlota in the western
part of NMegros Island. This experimant station's major oro-
ject has bzsn the growing of cane for exvesrimental nurposes
as wsll as. for production of pointé (puntas)(l)for distr
bution to vlanters. Alabang Stock Farm, Tizal Province,
Luzon, has been uvsed for producing cane for distribution. The
plant at Singalong Zxperiment Station is employed mainly for
guarantine work on cane diseases and for expsrimentation on

varieties imvorted from abroad. The Lamao Horticultural Sta-

Q:

tion is mzintain for propagation work with seedling varieties.

Experimental research was started in 1914 for the purpose of

producing new varieties suited to Fhilipoine conditions,

resistance to drought, excessive water, insect attacks and cans

diseases. The Rursau distributed gbout 37,300 points of dif-

(2)

ferent varieties to the farmers in 1918,
Experts of the Bureau of Agriculture sre ccnducting demeon-

5

stration work to teach the sugar planters the value of scien-

jer

tific methods cf sugar cane producticn, svch as the sslection

of seeds for planting; methods of provagation; modern methcds

(1) Points or puntas is the white top of the sugar cane used
for seed (20 to 25 centimeters).
Hernadez, idriano, Sugar Central and Planters Mews, Vol. 1,
Yo. 4, Oct. 1920, p. 25.
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of preparation of land for planting; methods of planting,
cultivating, harvesting and milling; the wvalue of fertilizers
and insecticides; use. of modern machinery; modern manufac-
turing methods; and handling of locomotives for transpor-
tation of sugar cane and sugar products.

Agricultural Education. In 1919 a hill providing an
appropriation for a miniature sugar central at the Agricul-
tural College of the Philippine University was approved by the

Philippine Legislature.”™” Since then Dr. Manuel L. Rozas,

Fig. 2. Miniature Sugar Central at the Agri-
cultural College of the Philippine
University
former Head of the Chemistry Department and now the Under-Sec-
retary of Agriculture and Commerce, has offered courses for
students majoring in sugar technology. These courses are
nart cf the college curiculum, leading to a degree of Bachelor
of Science in Sugar Technology. Students are trained in de-
signing and laying-out drainage and irrigation canals and plots
for experimental work cn sugar plantations, and in the prin-
ciples and practice of the analysis of sugar and its by-products.

The students also study the problems of organizing and oper-

ating sugar centrals. Dr. N . B. Mendiola, Head of the Agri-

(1) Sugar Central and Planters Hews, Vol. 2, Ho. 3, Nov.
1919, p. 20
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nomy Depszrtment of the same college has offered courses

dealing with sugar cane varieties, producticn practicss,

!.)v

selection of natural or hybrid secedling adapted to the dif-
fsrent cane rsgions of the Islands, a2nd with cther wodern
methods of propazation. The colleoze nas distributed a great

nimber of high-yielding sugar cene points to sugar farmers.

positions in sugar centrals. The tecanical and business
treining of students has materially aided the sugar industry

o)

of the Archipelago.

o

The Fhilippine Rureau of Science. The Rursau nes aided

the sugar planters in the ccntrol of those pessts and diseases
which were injurious to the sugar cane. The scientific re-
search conducted by this bureau has caused the majority of

farmers to plant the more resistant variet

}_Jl

es ol sugar cane

wnich have alsc a hign sucrose conftsant.
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doubled.
In 1932, the area on all of tI
Ve s 1ight1y lower than -in 1931.

In 1902-1803 the oroducticn o

The o

y .
as.

L5

sxt few

shert tcons in

O

stea: reased to 1,272,040 in

producticn wes 201,278

1920-1924 and 1,030,966

adv

5\')

nd produced 52 psr cent cf the sug

50 per cent of the area and produce

Yezros even during the Ivsnish regl

g
fron foreign investors who introduc
methods of »ro

In 1932 Tuzon Island oroduced

duction and ranufacture of the muzcovado su

ne

n Lvzen end Negros Islands
utput of the entire railip-
-¥ears since the tetal oduc-
1910. Froduction was
1932-1533, (Table 28,p.101a)
short tens in 1910-1914,

in 1930-1933.

anced on Megros Island in
ver cent ¢f the cans sres
ar, wnile Luvzon ccatained
d 38 per cent of the sugar.
me, received financial aid

2d better eguiovment and
zar.

402,557 short tons of 96°

centrifugel and panochall) sugars while Tiezros Island oroduced
551,208 tons on a 24 per cent smaller acreags, indicating high-
er yleld wnicn were partly due to the riore advanced dsveloprient
of sugar produvction cn the latter islend. The prcdvction of
Yegros Island constituted ovar £7 psr cent cof the fcetal ovtout
£ the Viszyvan grouvp beth of centrifvzal and vancela sugars,
and cver 58 per cent of ths entire orcducticn cf the ?hiTiﬁﬁines.Q
(1) Pa"ocha is a low grade svgar prevared Iz ths Tormof cske
mclded in helf "%6113 of coconuts. The size varies from 1
to 2 pounds and is consunred gensrally trreughevt tas ‘rchi-
rclago.
(2) Stine, Dr. 0. C., T.S8.T.a.-2u. of Lgr. Zcon., 1934
(arranged) .



Place of Sugar Cane Production in Priliovvine Agri-

cultugg.

principal crovs

in 1910-1914 to 9,259,202 in 1S530-19231 cr 55 pzr cent, while

o

per

cd. (Tables 9 and 10, Fig. 3)

Sugar occupied 8 per cent in 1910-1914, 7.85 per cent in

1925-1929 and 7 per cent in 1830-1931 of the total acrezge of

the nine principal crops.

of the total ccrecge dzvoted to the nine crops since 1900. The
average was incressed from 2,185,258 in 1210-1214 tc 4,413,300

in 1830-1832. The acrezge under coconULs wes increassd steadlly

seme period. The cther princical crops neve used en insignif-
icant prcoortion ¢ the total acreage.

gd ¢ sugar cane vies increacssd steadily as

a rasult of the favoratle -lejislation c¢f The .rmsrican Congress
and the Insvlar Govarnmsnt, Iimprovemsnt In yisld znd the
sssured narket in the United States.

Thns ares In rice nas teen nerscso2d to meat the dswend cf

a growing covniry al
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~ecently. The area in coconuts was expandsd guite ra»

‘_l.

.dly due
to the fact thst both small 2nd large scale farmers were en-
couraged to plant this crop to meet the sxpanding demand of the

Unlted States markets which has taken aporoxinmatsly S0 per cent

of the coconut products.

D

The acrsege In sugar cane has remained »alatively con-

Farm Value of Sug

(0q
m

and Other Princival Crops. The annual

value of sugar to farmers conskituted 512,041,501 or 14 per
cent of ths average arount of 74,491,419 received for the nine

rincipal creps of the Islands in 1910-1914 (tables 11 and 12).

ke

The value of sugar increased to 50,918,308 or to 22 per cent
of the total value in 1820-~1924. The totzl valve of the nine
important crops averaged 242,896,845 in 1925-1929 while the
annual value of sugar was %53,930,208. The average total value
of the nine crops dsclined to £141,019,872 in 1930-1231, yei
the annual value of sugar rose to 5757,782,280. The gross in-
come from sugar was 379 per cent more in 19830-12E1 than in
1910-1914, wnile the area devoted to stgar .or cduction was only

-

rester in the latter vericd.

-3
@

e

[}
P
(@}
@
s

09

Tith the excevtion of rice, thes farm value of svgar has

s .

heen the highest cf the ning leading c¢revs since 1810, Sugar

8}

C

has incrsased steadily in value since 1910 except duvring the

deflation of 1920-1922 when it fell
whan there was s aaort crop. (See Figure 4.)

The value

O

ey = PRGN [N R S ey me s
of sugar remained nigr during ths firzst three
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Table 12. Per Cent of the Value in Sugar Cane Production in Relation
with Other Principal Crops of the Philippines. (1)

s Sugar ¢ Abaca T Coconuts : Tobacco Maguey : Rice ¢ Cocoa : Coffee : Corn
Years :(per cent):(per cent):(per cent):(per cent):(per cent):{per cent):(per cent):{per cent):({per cent)
1910~ 14 17 19 5 0.5 34 0.1 0.1 11
1914
1915~ 17 20 15 4 1.0 25 0.1 0.1 8
1919
1920- 22 8 18 3 1.0 40 0.2 0.1 9
1924
1925~ 22 12 17 2 1.0 40 0.2 0.1 6
1829
1930=- 41 3.7 13 2 0.2 3543 0.4 0.2 4.2
1931

(1) Philippine Bureau of Commerce and Industry, Bulletin of Agriculture, 1918, pp. 51-53; U. S. Philippine
Tariff and Trade Relations, Report No. 18, 1931, p. 101; Stine, 0. E., Division of Statistical and
Historical Research, Compiled from Annual Report of Department of Agriculture and Natural Resources,
Dec. 31, 1932,

L 47



years of the depressicn becavse of unusuelly hign yilelds and

A

hesvy producticn, and »zcause orices were protected by the
tariff in the Tmited 3tates marlet as explained later.
Sugar has become by far the most imvortant cash crop cf the

L}
Tslanéds snd constituted 81 per cant of the value of all expcrtis



Chapter IV

PRODUCTTICHT CF SUGLT CANG

. Sugg;__pand,Tenune System .

In Cuba acout 75 per cent of the csne is grown by small
farmers or colonos who preduez the crop undsr contract with the
central, and the remainder of the cane 1s nroduced under the

administration of ths centrals. The Hawailian and Javan cane

[

is prodvced by the centrals. 1In ths rhilipoines the sugar cane
is prodvced under the adninistration, benancy, agency and small
farm systems, the first two being »y far the most Important.

Administration System. Under this system, the owners

of the centrals directly supervise all of the processes of pro-
duction such as the care of the land, harvesting and transporta-
ticn of cane to the mills. The management employs the lakorers
and consequently no settlement is made with any agents or
until

.laborers,after harvest. The costs are usually separated between
the nlantations and the mills in order to determine the gain
from each.(l) The centrals may own or lease the farm land
which they overate.(?)

The centrals employ a technical staff, vermanent lavor-

ers and seasonal lavorers. The tecrnical staff consists of

chemists, agronomists, engineers and farm superintendents who

(1) Pratt, Zdward Zwing, International Trade in Staple Commod-
ities, licGraw-Hi1ll Book Company, New York, 1928, p. 288.
(2) Bllsworth, John Orval, Thesis, Sugar lMarketing, Cornell

University, 1926, p. 44.
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Wno are uvsually stationed at the centrals. Graduates of the
Fnilippine Univsersity and other higher educaticnal institu-
tions occupy many of these positions. The sugar cenbsrals send

(1)

their technical men to the haciendas which are associated
with them through milling contracts to study the precduction
problems and to give edvice concerning produvction and harvest-
ing practices.

Some hacisndas which do not have contracts with the
centrals obtain the services of the technical men either by

direct hiring or threugh Dlant rs! asscciations which own the

The permanent laborers employed by the sugar centrals
inclvde practical mechianics, shopmen, clerks, office helv, etc.
This grevp on the haciendas are primarily comoosed c¢f the sub-

"easama") who cpsrate cther land on

tenents (M"avparceros" or
shares. Scme of these vermanent laterers are also employed in

ther crops diring the slack sezsons of plant-
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ing and harvesting sugar cane. The vermanent laborers on some
of the plantations also take care of dairy, poultry and working

he additional enterprises keen the lsbtorers busy a

3

animals.

longer period during the year.

The seasonal laborers ars recruited at the time of narvest
ing and plenting. The sugar nlanters in Luzcn Island obtsain

seascral laborers from the vrovince c¢f Ileccos Sur, Ilocos YNorte,

(1) Eacizndas are large eshbatss. Soms of these ware fcormerly
Triars Lands belonging tc the Zpnanish religious coroora-
ticns and sorme weres owned by wsealthy Spanisn individvals
drrinz the Spanish regime. They wsre acouired by the
Prniliopine Governm ent in 1903 and offered for s=ls to the
oublic as previcusly discussed.
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La Union, Pangasinan, Zambales and Bantanges. Yegros Island
alone requires 20,000 seasonal laborsers for apprcximately 130
working days for harvesting the average annual producticn of
2,500,000 tcns of cane. These laborers are recruited from
Cebu Island, Antique Province on Panay Island, and cther neigh-
boring islands. Sugar plantations on Zlindcrc Island obtain
laborers from Capiz on 18y Island and from Pampanga on Luzon
Island. The seascnal labor requirements for rice do not confliet
with the peak demands for gugsr cane production. cocnsequently

the Ilocano laberers who are employed in rice production move

to Pampanga, Laguna, and other sugar provinces cf the Islands

(=8

duvrin

the planting and harvesting season.

UQ

cnes exlsting tscause 1t has obtained & higher degree of
efficiency in the production and manufzcture of sugar. This

mprovements in production methcis.

,_<

system quickly avvnlies aay n

centrals and there has been provicded a fair wage scale, sanitery

lodging and cheap medical care fcr laborers. However there is
1

Tenancy or Casama System. Ths tenan

ofac2sh cr share leaszs with the cwner of the suvgar rlantation.

(1) Pugh, 1. =., Rescurces and Trade of the Fniliopins Islands,
1N o .-
Tnited States Devht, of Commizrcee, Rureau of Fereisn and
Tomestic Comusrcs, Rul. Ne. 410, 1926, p. 2,
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The lease is usvally for a period of five years. If a sugar

'O

lantation is rented on a share basis, the landowner furnishes
the land and the seeds while the tenant oprovides the wcrking
animals and imolements. The landowner often adVanceé money
to provide the necessitiss for the tznant and for his family.
This advance is later dsducted from the tenant's share of the
crop. The tenant prepares the land, plants the cane seeds and
cultivates the growing cane plants. The landowner hires
latorers to harvest the cane while the tenant providss only
his own lator during harvest. The agreement usually permits
the terant to conduct cther smsll énterprises such as growing
feed crops, vigetatles and poultry.

Some of the progressive c¢sntral plantations are opzsrated
under a combination of the administraticn and tenant systems.
The lend 13 rente

43 P 4T A -
althcough thsy =&7

tonnage Lo be harvested after the cans begins to develop. The
tenant is unéer the guidance of the csntral. The cost of
narvesting, loading on the cars and transportaticn ere to be

borns by the landowner wihich iz usually a central. The shars

5 P ] - P} -~ i, - - FSd e
Some plantaticns pay ths neanTs a8 ¢ersaln amcunt [or ths
-~ o ) - - = K3 -, - e
faor werk on svgar canes. 1 the tenmrzage raised is eneve tas

L SR =7 ~ : e A3 K ~ e o -
standard fixed by the ccontract he recelves additicnel comoenza-

[ ERV MR 2

1= P . ] UK S, ~ +
ttor, Thnis "sonus" wrickh iz a real Inceontivs tc tha tenan
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increase the yisld is an imprcvsuent in the tenzns system.(l)

The passage of the ‘hilippine Senats Rill lo. 388 on Dec-
ember 7, 1933 has improved the position of the tenants. Ths
law requires the landlords to furnish the tenants with receipts,
documents and cther necessary papers in connecticn with the
quantity of cane which the landlords take to tha centrals for
milling.

’

he advantage of the tenancy is thaet it vrovides latoer,

+3

tenants and working animals for trzse suvgar plsn
landowners who have limited financial rieans. Its chief limi-
tation is that many tenants do nct want to make changes in the

thods of preparing land, of sszlecting and prscaring sssds of

C[)

cans, of planting the sezds, ltivaticn, aovlicaticon of
fertilizer and crop rctation. This 1s becavcse thse ents have

been accustoned tc less progrsssive metheds fer v

the nscessary nimber of laborers fregvently alvsnces from 325
to 530 per worker for the transportation and subsistence cf the
workers and their families., The agents' remunsraticn is based
on a straight wage or on a psrcentage of wages paid nis

(2)

worker

Tabor conditicns are nct tswvally satisfzciteory uvnder the
ot

agent systeri. The agsnt cften rsplaces sup2ricr workers with
relatives or friends wnicn tends to destrcy tre morale and
-

reduce the supply of the laborers.

(1) L. P Cnrublia, Labor cn Iuzon Island, Svgar Central and
Planters Mews, Vol. 6, No. 1, Jan. 1925, on. 20=-25; Jose
Generoso, Sugar News, ‘lanila, Vol. 15, Ic. 1, Jan. 1934,

p. :2.
(2) Handbook of the Fhilil

iopine Zugar Industry, 1529, v. 195;
Facts and Statistics ab

uti

nt

ine

cvt the Philipnine Sygsr Industry,
a, L. R., Lavor on Luzcn Island,
e

1928, pp. 50-51; Onr
§ ews, Jan. 1925, Vcl.5,%c. l

Sugar Central and Pla
pp. 20-25.
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tut little about the work. The growers have suffered annual
losses which ranged from 15 to 20 per cent of the mcney ad-
vanced because the laborers failed to fulfill their agresments.
According to President Rafael R. Alunan of the Philiopine
Sugar Assoclation, the losses of planters in Negros alone for
advances to laborers who did not complate their ccntracts 1s
$100,000 annvally. The governmsnt provides no means for getting
redress. The labor problem in the Islands is not a shortage of
avallstle man power, but is one traceable to the lack of
egfficient supervisicn and a feilure to understand the needs and
dispcsition of the potential man power in different sections of

L

the country.

Smell Farm System. The small sugaer planters who own and

ocperate their own farms preduce a minor part of the sugar cane.

They use labor existing ir the ccmmunities. They do not usuzlly

0

make any ccntracts withh the sugar centrals. The firancing of
of produvetion is wrolly dependent upen their cwn means, only
& few of them getiting finencial aid from the Philippine Naticnal

Ranxs. They manufacture the cane in their farm nills into low

nocha 1s ccmmonly solc locally.
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chants or to the centrals which convert it intec higher grades.

The small farm systex is uneccnczical in producing and

scals, living conditicns for workers, or inccme for ths farmers,
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Cane Production in the Farm Program

During the Spanish rule and the early veriod of the
American occupation of the Islands the sugar planters and
other farmers commonly produced only a single cash crop. Al-
though the Pureau of Agriculture, Bureau of Science and
College of Agriculture of the Philippine University demonstra-
ted the value of diversified farming and crop rotetion, it
was not until recenﬁly that these practices were adooted by
more than a very few of the sugar producsrs and small farmers.
The government institutions have shown the value of diversified

production in reducing risks of farming and the valus of crcp

rotation in preserving soil fertility, eradication of weeds,
keeping labor busy throughout the year, and in stabilizing

the farm income.

In the provinces of Batangas, Pampangz, and Rizal (TLuzon
Island) several of the sugar planters have diversified their
production and rotated their creps in recent years. The cur=-
tailment of production in the Islands cdue to the limitation of
Philiopins sugar to be exported to the Tnitsed States under the
import guota system of 1934 1s tending tc cause many sugar
vlanters in Tuzon and the Visayan Islands to diversify their

rungo,
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attempting tc supply more cf the food for home consumption.
The diversification of agriculture should tend to

stabilize and raise the farm income, make it easier to pay
the interest and principal of loans, provide steadier em-
ployment and higher wages for laborers and raise the standard
of living in the agricultural districts. The increased output
resulting from the fact that the farm people are kept busy
for a longer period on the larger number of farm enterprises

should also result in a greater demand for manufactured goods.

Methods of Production
Preparation of the Land. The sugar planters of the
Philippines during the Spanish regime used the old-style wooden
plow (cast iron point and shared and bamboo harrow in the

preparation of the soil for planting” There are still a few

Fig. 5. Preparing land for planting.
(carabas and wooden plow)

plantations employing native wooden plows because cf their
simplicity, cheapness and lightness in draft. The wooden and
bamboo implements do not last long and are easily destroyed
causing delay in farm operations. The wooden plows do not

penetrate the soil deep enough for good production. They are
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especially uneconomical for large scare production. They are
still commonly used by small farmers.

Under the American administration'modern equipment has
been introduced to save time and labor, and to efficiently

Cr™-0) .
prepare the soily\ The moulboard plows which are fitted with

Fig. 6. Steam plowing engine drawing two disc
plows.

revolving coulters and the disc plows are used for the first
plowing when tall grasses and bushes are growing. The disc
plow and disc harrow7 are then used to pulverize the soil and
level the land.

The second or cross plowing which is done by cable plow,
if available, 1is deeper in order to aid the sugar cane roots
in penetrating the soil in search cf plant food and moisture.
The soil is again pulverized. A small plow drawn by an
animal or a small tractor serves for the third plowing and
harrowing because the land is loose and level after the second
plowing. When the land is ready for planting it is laid out

in rows preliminary to receiving the seeds.

(1) Asuncion, Sivestre The growing of Sugar Cane in the Phil-
ippines, Dept, of Agriculture and natural Resources, Bureau
cf Agriculture, Manila, Cir. ho. 1S7, 1925, pp. 1-2; Hines,
Cleve W., Cane Production and Sugar Manufacture in the
Philippine Islands, Bureau of Agriculture,- Bui. 33, 1919,

pp. 78-79.
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Animal vower is usad to produe2 a grantsr prosortion
of sugar cane bzcauss of the cheabdness of laXer. lany of the
tenants and landowners covld nct afford tc purchase
use tractors.

Preoaration of the 3Seads. The white tops cof the cane

from 20 to 25 centimeters long are generally used for seads.
5 [} 5

These pcints are usually cut off while the canes are still

prevaration of cans sseds work vndsr ccntract at sc much per

10,000 tors ("lacsa'). The leaf sZsaths or ths tcos which
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before vlanting in order to preucts rapid dsvelopment of thas
5 . . e an et e e -
uis. This insured growihr in the unirrigsted £is1d and allcws
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the scseds tc get a start cn th2 wesds. The ocints are taken rs
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141y tc the ©isld prepered for vlanting to prevsnt thex from
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irying cvt. Ths peints ars nct scelzed 17 ths nlantation is
Sl cetad [t SN lanting secseor is ©ro Tecernnar b D11 ] (1)
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(1) 7slker, Tervert ., The tugar Industry in Shs Island cf
Vesrcs, Handbeoolt o the Tugar industry of the rhilinnine
Islands, 1212, ov. E95.



Method.; cf Planttng Sugar Cane. The wooden plows which

are used for making furrows are run either once cr twice in

the sane furrow. The most common method cf planting is to
place thecane tops In aslanting,position in afurrow 40 cent-
imeters apart and one meter between therows. (Fig. 7) hearly
10,000 - T-wlum B 1IMEfW
I . ].V.ﬁ__/;-;- . T -
«: ih-k:i-fdh hu'-h b
ftw:uv.. A
jpBWHpPAPWRBI
a , ~a . £ X, A m
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ol A ey
S hjh vir, "

Fig. 7. Planting Cane in the Rows
seeds are planted p<r acre. The points which are packed with
loose soil extend a few centimeters above the surface.

The square method of planting cane where two points are
set together 1is alsc used. This system requires approximately
8,000 cane points tc the acre. The growth cf weeds can be
prevented by cross plowing without danger cf injuring the young
plants, while planting in rows permits subsequent plowing in
only one direction. However the square method permits fewer
canes which requires greater expense for plowing because- there
is more space tc be kept free from weeds, and a longer time
must elapse before the shade cf the cane retards the growth cf
weeds.

Culoivation cf Sugar (Jane. hooden plows are more often
employed in the cultivation of sugar cane on small farms "hiIt

disc Implements and five tooth cultivators are commonly used

cn large plantations. Then the young sugar cane plants are
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30 to 40 centimeters high, four or five weeks after planting,

the first plowing is done. It consists of running furrows
Fig. 8. Flowing between the rows,
between the rows. One or two weeks later the plow is run

close along the 'Cans in each row and the dirt is thrown away
from the cane and towards the middle of the row. Care 1is ex-
ercised not to disturb the large brace roots. The third
operation 1is to clear the plants of weeds by means cf hoes.
Another immediate cultuvation covers most of the small weeds
which remain. These operations are repeated until the cane
slants reach the size where there is danger cf breaking them
down by animals when they pass between the rows. In the last
cultivation as much earth as possible is thrown up around the
canes to strengthen and to enable them to resist storms better
than they could under flat cultivation method. The furrow
between the rows serves as a drainage ditch tc remove the
excess of water that might injure plant growth.

Application of Fertilizer. Some sugar producers believe
In three applications of fertilizers. The first is applied at
the time of planting, the second is made when the plants are

one half of a meter in height, and the third just previous to
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the rainy season. The fertilizers are mixed well with the
earth through oultivation bsfore irrigation water is applied

1)

in crder to prevent them frcm being washed away.( Tae

quantity and kinds of fertilizer vary on the rlantations
depending on the nature of the soil fertilitf. Nitrogen,
phiosvhorovs and potassium sre the three elements commonly
applied. There has besen a great need for the use of fertil-
izer on the sugar plantations becauvse many of the producers
same

grow cane on thehland year after year. This system of pro-
duction has resulted in the exhaustion of some impértaﬁt ele-
ments of the soil necessary for plaent growth. A propsr crop

rotation wovld tend to preserve the soil fertility.

Cultivation of ths Ratoon. In Negros Island and other

1ds are allowed

[4Y)

fertile sugar producing sections, the sugar fi
to ratoon frem two to feour crovs. Tais is especizlly true in
the rich soils of Ilog-Cabancalan, Binalbazsn-Isabela, San
Carlos and Bais. Ratocning is glsc ovracticed in areas which
are overflowed by mountain streams since the silt which is
».(2) )

deposited serves as feritilizer.

The trash and leaves are burned after harvesting to

)

acilitat

o

cultivation. "ater is immedistely supolied where

s practiced, to hasten sprouting. The olow is
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run close to the plant to looszn the dirt and to cub ths old
roots in ordsr to stimulate its growth.

Ratooning saves time and rsduces the labor and other

(1) silvestre iAsuncion, Ibid., po. 1-2

(2)Ratoon is a term applied tc the second or latisr year's
growth from the orlg¢nal plantings. Silvestre.isitncion
Tbid., po. 1-2; Herbert 8. alker, Ibid, pp. 85-83.
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costs but the yield is always less than that of the planted
cane.

Harvesting. During the Spanish dominaticn of the Is-

lands, the sugar producers did not possess the scientific
method of analyzing cane juice to determine its maximum
sucrose and minimum glucose contents in order to know the
proper time of harvesting the cane. They harvested the cane
whenever they thought it was ready and when labor was available.
Labor was one of the most limiting factors during early per-
iodse. Under the American administration the sugar centrals
have their chemisté?ﬁake tests of the sugar contents of the
juice in order to determine the right time to harvest the
canese.

The "bolo", a knife from 40 tc 50 centimeters in length
with a blade from 8 to 12 centimeters at its broadsst point

and with & hook at the top, is used for stripving and cutting

¥

laborer is assigned a row of cane from which

’/

the cane. Xach
the leaves are removed and the stalks are cut. The voints
which are for seeds are thrown in one pile and the cane stalks
which are for milling'in another. During the early times the
canes were left for so many hours or days exdcsed te heat and
moisture that rapid deterioration of the sucrose ccntents of

icn
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the canes resulted. In recent years efficient

facilitises convey the. cut cane as soon as Dpossible to the

sugar central.,

An experiment conducted in Pampanga Province, TLuzon
Island using the Pampanga Bed variety in 1923 showed that the
deterioration of tovred cane after it had stood for four days

befors cutting and milling was 93 pounds of sugar ver ton of



cane.
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The cut cane which was allowed to lie in the sun in

an open field deteriorated more than that in the shade of

"bamboo and grass.

Transportation of Cane to Mills.

AN

The "paragos", a sled

made cf wood and bamboo frames without wheels and pulled by

caracao was commonly used during the Spanish timex*

itive two-wheeled carabao cart,

Gi& *Le ,
The prim-

Crude and inefficient method of

transportating sugar cane.
i
the light four wheeled wagons

Fig. 9.

having a capacity of about two tons of canes and drawn by two

animals,

and the portable tramways were also used for trans-

portation of canes from the fields to the sugar mill s. (%)

of transporting canes are used by the smaller plantations.

Under the American administration some of the old methods

The

sugar centrals have employed more efficient methods of trans-

portation of canes by the tramways and railroads to reduce the

(1)

Experiment was conducted under the direction of the In-

vestigation Staff of the Bureau of Science, Philippine
sugar Centrals Agency, San Carlos Milling Co., North Negros

Sugar Co., Victorias Milling Co., and Hawaiian-Philippine
Cot The International Sugar Journal, Vol. 25, No. 292,

April 1923, pp. 212-213.

Talker, 'Herbert S., The Sugar Industry in the Island of
Negros, Handbook on the Sugar Industry of the Philippine

Islands, 1912, pp. 91-92.
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locading is done by hand.

Cost of Producticn and Yield

——

Cost of Production. The averaze ceost of producing sugar

cane in the Philiopines on ssven haciendas in 1924-25 was
$89 .28 per acre waile in 1930-32 the cost was 258.46 per acre
on 30 centrals (tables 13 and 14). The diffsrsnces in the
cost in the two studies was dus tc the ss3lsction of cases
studied, the items included and the price levsl which was high-
er in 1924-25 than in 1930-32, (1)

Labor was by far the largsst cost item, constituting the

ropvortion cf several of the Imvortant exnenses such

=4
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as cultivation and hervesting. The costs of preparing and
cultivating the land amounted to $17.80 per acre in the 1924=
1925 studies and to {12.78 in the 1930-32 studies. FEarvesting

ertilizer cost was

$14.30 ver acre on the seven haciendas but only 80 cents on

e conclusicns or to make

(1) It was imoossible %o draw defin
s because of inadequate

comoarisons bstween many cost

0 He ‘:S

ct e
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exvlanations and of difference n classificaticn of ths
jtems included. The c¢ost of cultivation in the 1930-~32

study probably included the same ifems as the cost of pre-
paring land, planting, and cultivation 1In the 1924-25 study,
The chts of auh_nlst”atwo and of dspreciation cof builld-
ings ené equipnient were nct included in the study cof the 50
centrals. 2ent on the haciendas and nmiscellansous rental
revorted in 1924-25 provably shouvld s cembined. Irtere"*
mar rafer to cash payments only or tc iatsrest cn the entire
investrents in 192425, 1If bad debis were due to advances

to labor this item shouvld Te a labor cost and if dus to &
lcss on tre szle cf suvgar it should be dzducted frem ths
price of sugar. The cost cf sesd was not revcrted. Taxes
were not revorted Tor trhe seven nacisndas and the items
included in-developmejt cost for the 30 centrals wsre not ex-
plained. In gzensral the stvdy ccnducted Tty the Te . Tariff
Commissicn cn cost of the Panilinvine sugar oroduction is rore
satisfechery than the ofther report becaus:s 1t ic & larger
sample and is a longsr and more rscsnt varicd,.



Table 13. Cost of Producing Cane per Acre,

62

Avarage cost per acre

Items (dollars)

Land preparation, planting, cultivation 17.80
Harvesting 17 .40
Administration 8.10
Supervision 5.20
Repeair of building and equipment 2.00
Care of animals 2.10

Total labor cost 52.60
Fertilizer 14,

Rent of hacienda
Plantars association
iiscellaneous rental
Intzrest

Deprzsciation of animels
Depreciztion of buildings
RBad debts

Total

Total production cost
Cost per pound
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(1) Carlos Locssin, Graph for Zstimating C

Table 4.
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aboat the Philippine Suzer Industry, Suzar Tews Press, .2a



Table 14. Cost of Producing Cene per Acre, 1930-52.(L)

Cost per acre

: Cost per zecre : Average cost per acre
1950~-31 :

Cost items 1921-C2 : 1930=-32
: (dollars) : {dollars) : (dollars)
Cultivation 12.71 12.85 12.78
Irrigation 10.98 11.71 11.345
Harvesting 11.86 14,69 13.275
Supervision 5.63 5.08 5.855
Taxes .10 .10 .10
Fertiliger «80 .81 «805
Development 1.75 2.25 2.00
Other 759 5.85 722
Imputed interest
at 6 per cent 5.94 6.22 8.08
Total cost 57 436 61.56 59.465
Cost per pound 1.46 cents 1.18 ceats 1.22 cz2nis

(L) U. 8. Tariif Gomnission, Report to the Presidend on Susar, Ho. 70,
Second Series, 1934, p. 1R26-127,
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the 30 centrals. Irrigation water cost $11.35 per acre on
the centrals but was not used on the haciendas. These two
items tend to offset each other since the fertilizer includsd
in the irrigation water probably served the same purpose as
the fertilizers applied on the unirrigated land. Adminis-
tration expenses were not pro-rated to the land by the centrals
but amounted to $8.10 per acre on the haciendas. The cost of
supervision was over $5 per acre in each study.

The other cost itsms were of minor importance. The low
cost of the planter's assoclation used by the haciendas was
many times compensated by the benefits the sugar planters
recceived from the association such as improving the methods
of prcduction and merketing sugar.

The average cost cof producing sugar on 2 pound basis was
$1.42 cents in 1924-25 and 1.32 cents in 1930-32. The grester
the output of sugar per acre the lower was the cost cf pro-
duction a pound. Of the seven haclendas the cne which pro-
duced the grezatest yield of 8,120 pounds per acre Iin 1224-25
had the lowest cost per pound or l.ll c¢ents (table 15). The

_~

hacienda which had the lowsst yield of 4,872 pouvnds had near

to the highest cost a pound or 1.51 cenfts. In 1930-31 the

i

output of the 30 centrals averagsed 3,875 peounds per acre and

cost 1.43 cents oer vovnd while the highser yisld cf 5,155
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Co
pcorer land.

The increass in yield which has proba®ly besn assoclated
with a lower cocst of prodvcticn has besn due to trhe appli-
caticn of scisntific methods of production and manufacturing
sugar, the development of the sugar centrals which have re-
covered a higher percentage c¢f the sucrose ccntent and to the

use of

higher yislding cane vaprieties.



Table 15, Yield and Cost of Production of Su%af per Pound
on Seven Haciendas, 1924-25'1 i

on Seven Haciendas, 1924-25'17 °

Sugar per acre Cost per pound

0 o8
Ll 1

Hacienda (cents)
A 8,120 1.11
c 6,821 1.31
B 6,166 1.53
D 6,037 1.42
F 5,794 1.59
E 5,710 1.47
G 4,872 1.51
Average 6,203 1.42

Average yield per acre = 3.1 short tons

(1) Carlos Locsin, Graph for Estimating Costs, Facts and Statistics
about the Philippine Sugar Industry, 1928, Table 2.



Table 16, Cane Sugar Production of the Philippines.(l)

: Aresa s Total sugar : FProduction
Year : cultivated : produced : of sugar
:  (aeres) : (short tons) : (pounds)
1910 205,508 168,254 1,637
1911 297,293 268,878 1,809
1912 405,889 281,355 1,386
1913 435,188 345,077 1,586
1914 418,676 408,339 1,951
1915 427,710 421,191 1,970
1916 444,189 412,274 1,856
1917 459,436 425,266 1,851
1918 607,818 474,744 1,870
1919 494,692 453,346 1,833
1520 487,783 466,913 1,914
1921 596,364 589,437 1,977
1922 595,066 533,188 1,792
1923 561,634 481,273 1,714
1924 561,386 523,142 1,864
1925 591,730 746,504 2,523
1926 572,877 607,358 2,120
1927 586,492 766,896 2,619
1928 585,627 807,808 2,759
1929 640,063 829,905, 2,580
1930 633,021 866,515 2,720
1931 640,450 956,033 2,999
1932 632,775 1,171,860 3,704

(1)

Concerning Sugar, Sept. 1925,pl-2, May 30, 1930, pp. l=5;
Alunan, Rafael R., Annual Report of Philippine Dept. of
Agriculture and Natural Resources, Manila, 1933, p. 142,
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CHAPTER V

SUGAR CENTRALS IN THE PHILTIPPINES

Modernization of Sugar Killing. As noted in Chapter 1,
sugar plantations during the Spanish regime milled their own
cane. The equipment long in general use took the primitive
form of crude wooden or stone rollers'turned hy a long sweep

moved by animal (usually carabao) power. (Fig. 11) Later,

Fig. 11. Crude wooden sugar mill,
small steam engines were used and prior to American occupation
a few larger mills equipped with wvacuum pans were installed
in the Islands of Luzon and Negros. In 1905 the number of
steam driven mills was 528 while those operated by animal
power numbered 470 (table 17). Although the steam mills had
increased to 1,277 by 1918, there was an even larger total
of the yuder type of mills "which had arisen on a rapidly grow-
ing number,of small native plantations. In terms of value of
production, however, the output of the former in 1918 was more
than 25 times greater than that of the mills depending on

animal power. The mills had not increased materially either
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in number or in value of production (table 17).

Table 17. Types of Sugar Mills in Operation, 1903-18.

Number of

Kind of power : Year : establishments :Value of production
Animal 1903 470 $ 571,793
Animal 1918 1,294 1,522,685
Hydraulic 1903 77 304,689
Hydraulic 1918 89 352,857
Steam 1903 528 2,425,022
St earmn 1918 1,277 39,179,209

(1) Census of the Philippine Islands, Manila, Vol. 4, Part 1"
1913, pp. 231-232.

During the Spanish rule in the Islands, transportation
facilities were Inadequate and slow. Considerable loss of
JLILITI0 0CC  red in the hauling of cane from plantation to sugar
mill by the crude carabao drawn carts over unimproved roads.
In the crushing of the cane In the crude type of animal power
and tone or wooden mill only a small portion of the sucrose
content was recovered, the major part remaining in the lightly
pressed bagasse. After crushing, the Jjuice was strained and

boiled in open kettles.

Fig. 12. 0ld method of boiling juice (open kettles)

A further portion of sugar was wasted in this method due to
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over boiling or spilling through careless handling. T..G juice
was boiled to a thick syrup and poured into moulds to dry
and harden. ( )

(2)

Several grades of crude sugar were made such as pilon,

mat and panochas. (3) There were three processes involved in
manufacturing sugar. First, the "pilon" as a block of hardened
sugar was taken from the mould. The white sugar that had formed

on the top was separated from the lower portion which was heavy
and wet. The latter was then taken to a wooden shed where it
was again put into moulds4 Second, the pilones were set on
earthenware jars into which the molasses dripped through the
hole in the bottom of the pilon. On top of the pilones was

(p-i i**)
placed a layer of mud for about twelve days. The purpose of

Y
Wn [

Fig. 13. Mud on top of pilon to aid in purifyins
sugar.

(1) Handbook of the Philippine Sugar Industry, 1929, p.2; Cleve
"r. Hines, The Sugar Industry of the Philippines, Fconomic
Resources and Development of the Philippine Islands, 1920,

pp. 49-55.
(2) Mat sugar or baycnes 1is a type of open-kettle muscovado sugar
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these processes was to purify the sugar as much as possible.
The sugar in some cases was boiled in large, open, cast-iron
ksttles. Third, the final part of the process ccnsisted of
spreading out the sugar and exposing it tc the sun several
Times until 1t was completely dry. It was packed in bayones
and stored in the sheds ready to be exported. The resulting
sugar was a dark brown prcduct ccntaining considerable impu=-
rities and as. such was incapable of competing with the high
grade centrifugal sugar in Occidental markets.

Under the American administration the introduction after
1910 of modern centrals which grind the cane for surrounding
planters and convert the juice 6y mechanical snd chemical pro-

cesses into high grade centrifugal raw sugar, has revolutionized
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the industry in the Islands. Thi
handling of vastly greater quantities a2t a given voint, wit
great economies In time and labor, but also makes vessible a
much larger recovsry of sucrose content and thes turning out of
a high grade and vniform product.

The employment of better transportaticn facilities such
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cane from
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as tramways or rallways and more rapnid
the nlantations to the sugar mills have aided msterially in
reducing the loss of the sucrcse content under the old system.
On arriving at the central the cane 1s passed thrcugh two

L

heavy crushers and then through a series of frcm nine to el

H

‘rollers, subject to 400 or 500 tcns hydraulic opressure. These
rollers are arranged in sets of three, with j2ts of watsr play-
ing on the crushed cane to facilitate extraction, Undzsr this

process most of the loss of sucrcse content wiich accempanied
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SUccessive processes of eX¥azporation and chemical clarification
the crystallized mass is run through centrifugal machines. The
coentrifugal machine consists of a circular basket which is lint-
od with a circular sieve. By revolving the basket at & rapid
rate, the molasses is thrown off and the sugar crystals remain
In the inside the sieve.

Since the introcduction of the modern centrifugal sugar
Oeamtral there has been a more rapid expansion of producticn of
Wilgher grade sugar than that of the muscovade sugar. In 1922-23
the production of the former (247,653 shcrt tons) was only
4lightly in excess of that of muscovado (231,284 tons). By
1931-32 the producticn of centrifugal had risen to 983,699 tons,

While that of muscovado had fallen to 46,332 tens. In other

Fie

Words the proportion of centr fugal production increased within
the period from 52 per cent to 95.5 per cent of the ccombined out-
but of the two classes.

Vost modern centrals employ an exvsrience suvverintendent,
Ul assistant supsrintendent, a chief chemist, three to four
N3lstant chemists and a preduction specialist-whose services
Woro not used in the old method of producing and manufacturing

Mrmapr, Practical mechanics and shop men are also employed by

Ll cantral. During the milling season thsre wars usuzlly d

)
i

4l nicht shifts, sach of which reavired frem 30 to 75 laborars.

-

Ayt 50 laborers are needed in a mill with & daily capacity of

RV tons.(l) The greater division of labor under technical super-
“"“"v‘-—‘

(1) Handbook of the Philip ppine Sugar Industry, 1229, o. 15; U. S.
Commsrce Eenorts, No. 249, 1919 D. 249,
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vision in large scare production makes possible both lower
labor cost per unit of output and the manufacture of a superior
and uniform product.

Relation between Planters and Central. The early

independent sugar csntrals owned or leased land for cane pro=-
duction and also obtained cane on a contract tasis from cane
producers. Since the capital required to construct and operate
a modern centrifugal plant was beyond the rescurces of the in-
dividual planters, they organized plansrs! agssociations in

order to establish the central or bargain with them. These
associations have been effective in obtaining more favorable and
uniform milling contracts between their membsrs and the sugar
centrzals. The contracts -are usually drawn for a period of &0

years., Xach sugar central handles the cene cof from 50 to 500

(JQ

growers operating from 24 to 750 acres cf land The sugar pro-

L]
H

beccme an increasingly important competitor in the expert of

~ -

high grade sugar to the American markst.

(1) Handbook of the Fhilippine Sugzar Industry, 1929, oD.
15=17.
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tons of sugar were produced, but by 1933 wvredvetion reached
a total of 1,279,040 short tons.

In 1921 two-thirds of all the centrals wsre located
on Megros Island. Of the remaining nine, ssven were on Luzon
Island and only two on other islands (iiindoro and Panay). By
1932 distribution had beccme less concentrated. COf ths 19
new CQnu*als constructed since 1921, only 2 were located on
Negros Island. The number on Luzon was rore than doubled and

hese on the less Importent islsnds (1) had increased to ten,

-

proportion on Negros is now less than half of

Ey

so that th

[

the total in the Archipelago.

Table 19. Shipments of 3ug frem Pnilipeine rorts
1891-1931
: lianila s+ 1Lloilo :  Cedu
Yaar :(short tons) :(short tons) :(szcrt tons)

1801-97(2) 97,641 131,073 14,529
1898-1904 8,835 32,184 7,405
1905-11 31,878 114,383 2,902
1912:13 77,435 170,707 5,419
1931() 31,204 241,954 55,004

Date Zor 1v3:l 1
(a) Gecrge TFairchil
frea rnilinnine
1¢20,o0. 150-158., :
(b) amnnusl Repcert cf the Insvlar Coll-ctcor ¢f Custems, TUresu
of Custcnms, lanila, 1533, n. 32.
In IZuzon prachically a1l The c:intrals =z2 lcessad —wivnin

0 wils radius of Janils (Fiz. 13.), %=2cauzs th=s top

(@)}

a

(1) csbu, Leyts, Itindorc, and Panay.






ography, so0il and climate of scuthern Luzon are well adapted
to sugar cane cultivation, although heavy winds and rains

have destroyed part of thse growing crops almcst avery ysar.

(IQ

These denssly populated provinces ars better oprevided with

L

railway facilities than any other region of the =zrchipslago,

q

the lines all convergin8on lManila as the business, finencial

and shipping center. The centrals situzted near ‘anils have

the further advantage of obtaining easily available laborers

with experience in sugar centrsl work and less expsnsive trans-

portaticn of recruited laborers during the harvesting season.
Most of the centrals on lNegros Island sre clustered

along the western coast within the convinient shipping range

of the port of Ileilo on Pansy Island, across the Visayan

Channel. The port of Iloilo became the leading.sugar sexvort

the nineteentn century largels
=)

Fanay. 7Thile Fegros Island has less then half (42.5 per cent
J 5
of all the centrals of the Philippines, her 19 factories

supoplied 57 per cent cof the total oulput in 1932-33. Ths sverage

for Luzo nd almost thres times as great as that for the othsry
i nds, This 1s attributable mainly tc the largsr average

i stmsnt and capacity represented by ths centrals cn liagros.
Yegros and Luzon togsther constitute the »rincipal sugsar

producing area of the srchipelago, embracing betwssn then

two-thirds of all the centrals and about two-thirds of the

v



T
total output.
In recent years, cane produvcticn has been developed in

c

ct

the eastern Visayan Islands of Cebu and Leyte. Frior
1928 no modern centrals were tc be found on these islands. By
1932 there were three centrals in cperation whose cutput of
centrifugal sugar was exported mainly thréugh the port of Cebu
on the ilindanao Sea. (Table 20, p. 78.)

Daily Capacity of Centrals. Daily capacity was calculated

as the avserage number of tons cf cane capable of being milled
during a 24 hour day, operating 135 days a year. The total
ijaily capacity of the Prilippine centrals in 1928 was 43,475
metric tons of which more than helf (54 per cent) was account-
ed for by the 18 centrals on Yegros Island. The average daily
capacity per central in the Philirvines was 1,115 tons. For
Yegros Island the corresponding figure was 1,309 ton This

was 22 ver cent more than the sversge for the centrals on

Tuzon and double that of the centrals on the cther sugar growing

153
-

islands. That the sugar centrals on Negro sland had superior

3

~ 3

equipnent is indicated by the fact that their average invest-

ment per ton capacity was equivalent to $2,250, compared with

51,900 for all the centrals in the Philiopines. The greater

~

investment in equipment on Negros Island resulted in a hizgher
average cutout per central in 1832-33 being 45 psr cent greater
then the corresoonding figure for Luzon, and three tTimes thet

of the centrals on the smaller islands. The output ver central

on both an absolute and percentzge basis 1s skhown in table 18.

o

Investment in Sugar

gntrals. Capitzl investment in
*

']
v
a

stgar centrals according tec the autherity of the Philipnine

o}

Sugar association, includes investuent for suvgar mills, build-
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lands. The establishment of the Philippine National Rank
in 1916, which made loans available at reasocnable rates of
interest to the farmer for_ths erection of the centrals and
for production of sugar has contributed to the great progress
made by the sugar industry of the Islands.(l) The investment
of Filipino capital in centrals %Ed in land has been an
important factor in the Philippine sugar enterprise. This was
indicated by the fact that in 1928, Filioino capital invested
in centrals was 42,000,000 or 50 per cent of the total invest-
ment in all centrals, while that of the Spanish constituted
23 per cent and that of the Americans 26 per cent. The Fili-

inos owned 87 p2r cent (435,133 acres)of the cane area while

e

13 per cent (66,870) acres belonged to the American and other
foreign sugar producers on the Islands.(g)
The sugar menufactured by the centrals and financed by

Filioino capital was wholly from the native sugar plantations.

N

Those centrals financed by American and Spanish capital manu-
factured sugar from cane, soms of which was prcduced cn their
own plantatiocns, but of which greater part was supolied by
the natives who signed contracts with these centrals,.

The situation in the Philippine Islands is in marked con-
trast to that existing in other countries producing cane sugar.
For examople, thz bulk of the investment in the sugar industry

in Fawall is American, amounting to cver £200,000,000 in 1934.(3)

(1) see v. 28

(2) U. S. Tariff Commission, United States-Philivoine Tarriff
and Trade Relation No. 18, Second Series, 1231, D.

(3) Farr & Co., llanuval of Sugar Coripanies, New York, 1934,
pp. 65=-90; Ibid., pp. 104-105.
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was controlled by the leading msrchants. Since the establishe
ment of the Philippine Nationsl RBank, the planters on legros
nave been independent of foreizn capitalists. The cane pro-
ducers have formed cooperativs associations and aidad:
cially by this bank, n=vs constructed their own centrals. In
scme cases the producers have formed the local associaticns
which have made contracts with the centrals.

¥ost of the american sugsr centrals were located on Luzon
Island because more land was svailable there for central oper-
ation. There were meny native sugar planters who wsre formerly

- .

producing low grade sugar on tris island but were intsrested

in meking contracts with the fmericans in order to cooperate
in ths production of 98° centrifvgal sugar which was demanded
in the American merket. The successful operestion of the Amsrican

central in Canlubang, Lezina Frovince (Luzon) since its estab-

1t €0 Lmerican capitalists

(x)
¥

lishment iIn 1914, gave encouragen:
.

in the errection of more sugar centrals in Luzcn. Ths un-

satisfactory experience of the Americans in the sugar centrel

in Mindoro Island has discourzged other American investors in

the erection of centrals there or in any other 1so’auea agri-

cultural regions of the Archipelago. The concentreticn of

ntr=ls in Luzon Island was also duve te Proximity to

?
}.l-
Sl)
3
e}
(U

ctr

o the smerican admi nistr ation, to the financial-z2nd business
center (lanila), accessibility to transportation facilities

and availability of cheap labvcr.

42,804,000 more than the inves
%5,900,000 more than the Spanish investment (table 20).
Five of the sleven centrals contrelled by Spanish intsr-

ests in the Pnilippine Islands are located cr Negros Island
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because quite a few Spanish people already owned sugsr plan-
tations on this island. These plantaticn owners coopserated
with each other in the construction of sugar centrals or
entered into contracts with the owners of the centrals. Sonme
of the Filipino planters have also made contracts with the
Spanish owned centrals. Another factor accounting for localization
on Negros Island is the proximity of the producing area tc the
exporting city of Iloilo. Spanish controlled centrals have
also been established on Panay Island. The localization of
of Spanish centreclled centrals on Panay is alsc due to the fact
that many landowners on this island were Spanish, as well as
the fact, previously notéd, that Panay Islancd offzsred many
advantages for the dsvelopment of sugar centrals, Spaniards
have also erected one central on Leyts, due meinly tc the fact

n there; nc centrsls having been
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panish owned 11 plants during the same psriod. The Filipinos

(2]

nts but alsc had =z nuvekh lsrgsr

)

not only owned the most pl
invaestnaent in cantrals than the imerican or Spaznisa. In fact,
50 per. cent of the total Investmsnt in centrals on the Frlli-
poines in 1928 was made by Filipinos. "hile ths tctal invest-
ment and the total cutput of the Tilinino cenirals excecded

that for any of the cther centrals, it is worth rncothing tkat the
average cubtout ver plant was grester for ths .Lmerican centrals
than for the othsrs. This was true d=spite the fact that In
1928, average investment pe2r plant was zreater In ths Filipino

centrals than in the Amsrican.
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The Spanish owned cne more central than the asmericans in 1928
but the tetal investment was less. Thus, the avarage invest=
ment ver plant was approximately 3400,000 less in the Spanisgh
owned centrals than in the American plants. This naturally
reflects itself in the lowsr average oubtput per plant in tho
Spanish centrals. “Jith better equipment and larger plants tho
Americans were sble tc turn out an average output per central

that was almest deouble that of the Spanish contrclled centralde



CHAPTER VI
ZXPORT MOVEMENT COF PHILIPPINZ SUGAR

Place of Sugar in Philippine IZxport Trade. It was not

until 1920 that sugar became the principal export of the Islands,

(e}

primarily because of the extremely high prices in the princi-

pal world markets after the war-time price-fixing restrictions
were removed. Since the post-war depressicn period, the ex-
oorts of sugar have increased steadily. Sugar has been the
most important product exported since 1924 except for the two
years, 1926 and 1928. The recession in the voward trend of
the value of other principval exports declined aftsr 1929, the

value of sugar exports rsmained high btecauss cof the expansion

of domestic vroduction and because Philinoine svgar »nrices

were nartially vrotectsd by the United Ztates Tariff while the
world sugar vrices were falling sharply. The sxport cf suvgar

frem the Philippinss increased steadily

frem 2 value cf
15,665,954 in 1908-1209 to an annual average cf $56,664,667

or the period 1930-1933, or from 17 to 53 per c¢ent of the

b

total exports. (Table 21, Fig. 14).
On the other hand, hemp and maguey ware tha princinal
products expvorted during the years 1908 thrcugh 1919, consti=-

tuting from 40 to 50 per cent of ths tetal. Cocenul preducts

1518 %o 100,000 in 1921 and the valve of excvorts from €2 to

14 millicn dollars. (Eed 2). &4 revival in denmand cceurred
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during the next few years, but after 1929 the exports of hemp

and maguey were rapldly contrzctsd. DTue prizerily tc the

J

e

I

decline in demand by Japan, the Tnited States and Great Prita

~—

Xpcrts o

Y

ta

these fibers amcunted to only 9 psr csnt cf the
value of ths total expcrts in 1950-1952.(1)

Tne value of coccnut exports declined during the depression
of 1920-22 but was afterwards expanded. Coccnuts was the prin-
cipal export in 1925 and 1928. The export value of this pro-
duet declined rapidly from 52,000,000 dollars in 1922 to
15,000,000 dollars in 1932 due to the curtailment of demand for
this commodity in the United States and cther countries.

Propcrtion of Grind Lxported. The provertion c¢f grind

entering ths rnilipoins export trade was very irregular es-

pecially duiriang the early period cf the .merican administration

produced in great gquantities until &ftsr the passazs cf ths
tariff zchs in 1922 and 1930. Tha raoid expansicr in the anmocunt
of grind exoorted was caussd, first, by the iacressed production

favorarle adjustment made on transportation rates frem ths
Philippines to the United States.

The average yearly production of grind in the riillippines
amcinited Lo 287,060 wmetric tens feor the period 19510-14. 3By

(1) Pailippine Lslands, Bureszu of Custong, innual Repcrt of
tra Irsular Collscter of Customs, llanilz, 1923 p. 25.



1930-32 the anount of grind producsd had inereassed tc an
(Table 22a)

average amount of 907,420 metric tens/ Cn a psr centage

5

basis the production of grind increased 340 per cent durin
the period studied. ZIZxports of grind also increassd grsat-
ly during these years. In fact on a per c2ntage basis the
increase -in exports of griad wss greater (415 per cent) than
the per centage increase in tctal grind produced.

The ‘most rapid increase in the precduction of grind as
well as in the amcunt of grind exported tcok ptace following

the 7orld War (tatle 22).

Classes of Sugar Exported and Destinations.

€8 are

Y
}-‘l
]—J
e
o]
'O
Lo le
3

The thrse forms of suger exverted from the T

fugal and refined sugars. The raw rus-—

I,.lo

the muscovade, centr

covado sugar was the principal form exported during the earl-

ier yearszs. Sirnce 1921 the highsr grade sugars havs been the
riost imvortant due to the intreducticn cf scisntific methceds

tmscovado. Cvsar $4,000 short tone ¢f usecovaedo suzsp
———————— ’ < 2

(l) o - LT S P -~ -~ - K] - ~ 1

1599. The export of this srade of suzger wss increassd to
o ~ [ d L) R 2. <5 - ~ ~ 2Lom .-

evorage of 309,381 shert tens I 180U-UC repraszenting cver 99

(1) Fnil. Islends, Ev. cf Custoems, 1
svler Cco 11@0*0“ cf Custors, lanils, 183



Table 223 Proportion of,Grind Entering Export. 'I‘rade.(l)

Dh111001n°

: Production 3 Exports : Retained within the country
Year: (metric tons): (metric tons) iper cent ¢ (metric tons) sper cent
1910 152,639 121,472 80.1 31,167 19.9
1911 243,925 209,044 85.7 34,881 14.3
1912 255,243 197,076 773 58,167 22,7
1913 313,051 157,334 50.3 155,717 49,7
1914 370,443 236,498 63.8 133,945 3642
1915 382,103 211,013 55.2 171,090 44 .8
1916 374,013 337,490 90.2 36,523 9.8
1917 385,799 205,908 5343 179,890 46,7
1918 430,686 293,258 63.4 157,428 3646
1919 411,273 136,060 33,1 275,213 66.9
1920 423,580 180,341 42 .4 243,239 57.6
1921 534,734 289,876 54,2 244,858 45.8
1922 483,706 362,072 7409 121,634 25.1
1923 431,365 271,983 63.1 159,382 36.9
1924 479,988 357,830 74,3 122,158 25,7
1925 707,167 546,832 773 160,335 22.7
1926 550,995 411,232 74 .6 139,763 2544
1927 695,729 553,324 79.5 142,405 205
1928 732,844 569,938 77.8 162,906 22.2
1929  754,546(2) 695,868 92.2 58,678 7.8
1630 788, 181 743,980 94 .39 44,201 5.6
1931 869,121 776,210 89.2 92,911 10.8
1932 1,065, 158(5) 778,338 73.0 286,800 27.0

(1) Philippine Bureau of Commerce and Industry, Statisticel Bulletin No. 3,
1921, p. 244; Ibid., Statistical Bulletin No. 7, 1924, p. 113; Tbid,,
Statistical Bulletin No. 12, 1929, p. 188.

(2) United States Tariff Cormission Report on Sugar, 1933, p. 8.

(3) Alunan, Rafael R., Annual Report of the Dept. of Agriculture and Natural
Resources, Manila, 1933, p. 142.
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Table 22. Average Proportion of Griand Zntering
Zxport mrade. (1)
: : : : : Amount
Year : Production : Index No.: Zxported: Index No.: of Grind
: : : : : retained
1910~14 287,060 100 184,288 100 82,775
1918<19 296,770 149 232,745 125 164,024
1920=24 470,644 178 202,420 159 178,224
1925-29 679,256 ‘254 553,439 300 123,817
1930=-32 207,430 340 768,178 415 121,304
(1) Philippine 3Zurssu of Commerce and Industry, lanila, Sta.
Bulletin Yo. 3, 1921, p. 244.
Itid, Sta. Bulletin Yo. 7, 19?4, v. 113.
Ibid, Stz. Bulletin YNe. 12, 1829, p. 1EC.
Tnited States Tarliff Commission, Revort to the President
on Svgar, 1933, 0. 8.
Ee Re. Alunan, Anrvel Revert of the Departusant of aigri-
culture and National Resources, ianila, 1232, p. 142.
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muscovado typs. Centrifugal sugar averaged 123,508 short
tons, or 44 psr cent of the total sugar exzported in 1916-22
and 402,932 or 85 per cent of ths tectal in 1923-27. The ex-
portation of centrifugal sugar was furthsr increasad to an av-
erage of 787,258 short tons or to 94 per cant of the total ex-
ports in 1928-32, becavse almost the entire export of Fhilippine
sugar was absorbed by the refining companies in the Tnited
States as the one frees market for the insular sugzar. During
the period 1918-22 almost 92 per c¢znt of the total svgar ex-
ported frecm the Philippines went to the United Statess By

192832 almost the entire export of the Philippine sugar was

sold ir the Tnited States market (table 23). Thig increase
in the amcunt of centrifugal sugar expcrted during the years

1922-32 was the resuvlt of the United States Tariff icts o
1922 snd 1930 which gave the Fhilippine producers an advantage

over competitors in the sale cf sugar in the Tnited States.

sositicn in the Philippine trade dvring the early part ¢ the
twentiesh century. The reasons for this were: The high cost
of fuel necessary in the evaporstion, recrystsllization, and

drying of this type; the limited local demand for the refined

iorating in cuality. The average smount -of this grade of sugar

exported in 1200-06 was only 463 short tens, practically all of

|J.

w~ien went to Hongkong. Thals refinsd sugar ccnstituted atcut

cent in 1923-27. Since 1930 ths exports of ralinsd svgar have

exceeded tre exvorts cf muscovado sugav. The avsrazs export
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of refined sugar in 1928-32 was 30,871 short tons or almost
4 per cent cf the total sugar exports of the Archipelagé.
Since 1906 almost all of the resfined sugar has been sant to

the United States.

Changes in Destinations. During the Spanish rule the

United Kingdom was one of the leading importers of Philippine
sugar but her importations declined and entirely csased after
1919. During 1900-19 the annual amount experted to Greszt
Britain ranged from 1,102 to 67,193 metric tons.

Great Britain was cne of the great consuming countries

i)

Then th

ry
0]

wnich depended on iwports. “erld Tar cubt off Great

Py

from cortinental Zur-

n

Britain's normzl beet sugar suoonlie
opean countries in 1914, the Rritish Government after the
war by rmeans of a Ttovnty gave encouragsment to the British far-
mers to nroduce sugar beets. The great cane precducing ccuntriés
expendzsd their preoductlon during the Torld “Jar to vrecvide

sugar for the Pritish markets. The avesrage sugar preduction in

0

Great Britain . was increased from 2,000 short tons, in 1919-20
to 279,000 in 1929-30. This dcmestic cutput rspresented only

a small vroportion of the total censumpticn which amcunted to
2,392,500 short tons (raw) in 1931-32. 1)
Great Britain has Imported large amounts of cane sugar

from Java, Cuba, ancd the Pritish Vest Indies. Iarge sums of

44}

mcney were invested by the RBritish finencisrs and sxperters in

gscme of the Javan suger mills. Thess cavitalists a2lso lease
1and fron the natives for use in producing cane. The Rritis

» N - o
capitalists invested moner in onse cof the sugar =ills in Cuoa.(‘)

The ZInglish investors have greater influence In their hceme

(1) &. £. Roberts, The amarican Sugar Fefining Co., 1834

(arranged)
(2) or. C. C. Stire, W.3.D.A. 3. of Agr. Zcon., 1934 (arranged)



markets than the foreign exporters who deal in Philipoine

sugar. The high tariff duties imposed by the United Kingdom on
(1)
foreign sugar and the preferential treatment given by Great

Britai

3

1 to some svgar exporting countries in English markets
have disccuraged the shipping of Philipoine sugar into that
country.

Japan's prodvction of sugar in 1920 was abcut 65,000 tons
while her consumption was over 500,000 tens. Formosa which
was acquired- by Japan .in 1894-95 produced only 30,000 tons
in 1895 but in 1929-30 the producticn had been increasad to
787,650 metric tons (estimate) because of the aid given to the

industry by the Japansse Government. This expansion cf pro-

to the consumption cf the Japanese people which was 930,000
metriec tons (raw) Iin 1951—32.(
Javnan needs forelgn suger only for refining and for con-

1o
u

in larze quantities.

]-l-

fectionery vroducts which are exportad
This suonly can be obtained from Jeva at lower prices than from
Tormosa because of ths cost of production in Java was about

30 per cent less then that in Formosa. In 1833 Javan (including

Formoss and Foresz) imported enly 116,894 metric tons.

4
»
Hn
3
<
o
[8)]
ot
o)

The Japanese caplitalists and expcrters has

d
in some c¢f the Javan sugar mills-and havs alsc rented lznd

ee tablec 24
Le Roberts, The american Zugsr Fefining Company, 1934

L ]
srranged)

(
(

A g

) S
) A
(
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shipped Javan rather than Philippine sugar tc the home market.

China which was one of the rmost important markets for

|J-

Phllippine sugar during the early period of the American occu-

¥

pation, stopped inporting this sugar in 1932 because the Chinese
importers and investcrs found a cheaper supoly and more favor-
able commsrcial relationships in Java where they, also, had
money invested in sugar mills. They produce cane by leasing
land from the natives and by employing Chinese coolies cn the

)
plantations. Consequently Chinese traders were able to sell
sugar in the Chinese markets.

Table 24 Tariff Tutiss Imp?iad on Sugar by Selected
Countries, 1933.

: Pav Sugar | ¢ Reilinad Sugar
Countries : cents psr lbe ¢ cents per 1Lb.
United ¥inzdem 1.765 24532
japan 0094‘."1084.8 10994"20‘780
Chins 1.470 1.740-3.600
British India 1.900 2.380
(1) G. ¢. CGordon, & Brief Peview of the FPnil. Sugar Iandustry,

Another reason for the changes in Jdestination cf Philippine

sugar is the nature of the Philippine Taws which restrict the
use of land T production to Filipiros and imericans. These
lews have orevented the Tnglish, Japenesz and Chinesgs from ex-

ers wno wcvld compete witl the Fllipinc lavcrers.



shovm by the fact that in 1923-27 the proportion of sugar

exported to the United

(@3]

tates was 86 per
sugar exports of the Archipslago, iner eas

in 1928-32 (Table 25).

Handllnr and Financing Exoo”ts.

Sugar Exportine Firmsc. The Ph

have not been as progressive as the produ

cent of the

ing to ©8 pe

cers ir Cubsa

e o u 0 0 ) ) "
Hawail, and other cane prodvcihg ccntries of the world in the
compstitive marketing of thsir sugar. The latter countries
established strong marketing ggencies in the great sugar mar-

kets of the world before thzs fhilipvinss,

place for desling in svgar and othar comm

selling cf suger In foreizn markets hat

English, American, Spanish, asnd Czinsss ¢
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Tatle 25. Zxports of(§§gar'from the Philivpines,
1898-1932

( 1 metric ton---=-- 2,204.6 1bs. )

Total to all countries Total to Tnited States

. 3 .
- .

Year : Quantity ¢ Quantity Percent
: (metric tons): (metric tons)
1898-02 91,680 12,443 14
1903~07 109,646 24,330 22
l19c8-12 160,331 104,404 65
1913-1%7 229,648 85,470 42
1918-22 248,321 131,521 53
1623=-27 428,240 369,007 88
1928-32 755,357 742,185 98

(1) Philippine Rureau of Commerce aand Industry, Sta. Bulletin
No. 3, 1920, no. 182-183. Annual Hepcrt of the Insular
Collector cf Custems, lianila, 1933, vY. 89.



25, aovpendiegs table D). Ths single Cainsse and s527an
american firms experied nssrly equal amcints during 1917-27

or about 18 psr cent of the total for esch. The five Span-

-

He
2]

n shippsrs exported 16 psr sent of the tctal durinz the

same period.

o

Entry into United States Ports. The average quantity

ng the custom districts of the

e

of Philippine sugar enter
United States each yesar was 425,905 short tcns in 1923-28 and
710,727 in 1929 (tatle 27).

The Atlantic coast ports received 80 per cent, the Pa-
the Gulf coast ports 2 per

d
cent of the Fhilippine sugar In 1923-28. 1In 1929 these ports

r of rhilivpine svgar ware Fhil-

2 -~ A Aaa - —n n = RSN AL I )
civzl consuming contirs arc loss then from the Prilipoines to
4 *“ s o f *ag nd tren to the eazstesrn eccnstming centers
the Pacific rsflineriess an ren to the eastera ccnsuming cent
- - — _ - O Py " - ) K3 - - ER-K ]
of the Tmnitad States. The refining compsnles In the Pacific
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(1) Farr & Co., ilanual of Sugar Companies, I'ew Yerk, 1934,
ppo 69-'70; Ibid, p. 900



Table 28.

g0

Nationality of Exporters of Fhilippins

Sugar, 1917-27.(1)

.

Nationality of . No of firms. Amount . Per cent
Exporters : (long Tens)
British 6 799,901 2345
Filipino 7 796,713 22.'5
Chinese 1 630,298 17.9
American 7 628,823 17,8
Spanish 5 571,285 16.2
Cthers 107,442 5.0
Total 3,534,042 100.0
NI,
(1) Facts and 2atistics the Philipnine Suvgar Incdustry,
1528, Tahls 10.
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Table 27. Philippine Sugar Exports Entering Custom Districts
of the United States, 1923-29. _

1917-200LT T 1093-8812) 192912 )

oo |40

Customs District

o 0w 230

: Average :(per : Average -:(per :(per
:(short tons): cent):(short tons): cent):(short tons): cent)

Atlantic coast

Maryland 117,383 27.6 234,672 33.0
Philadelphia 132,196 31.0 232,193 3247
New York 91,283 21.3 156,228 22.0
Virginia - - 4,482 0.6
Massachusetts 267 0.1 - -
Total 149,251 77.3 341,129 80.0 627,575 88,3
Pacific coast
San Francisco 72,053 17.0 46,293 65
Los Angeles 756 0.2 5,505 0.8
Washington 1,080 0.3 2,717 - 0.4
Oregon 544 0.1 1,628 0.2
Hawaii(3) - - - -
-Total 74,433 17.6 56,143 79
Gulf coast
New Orleans 9,718 2.2 27,009 368
Galveston 625 0.2 = -
Total 43,903 22,7 10,343 2.4 27,009 3.8

‘Grand Total 193,154  100.,0 425,905 100.0 710,727  100.0

(1) Facts and Statistics about Philippine Sugar Indusiry, 1928, table 9.

(2) United States Tariff Commission; United States~Fhilippine Tariff and

o Trade Relations; Report No. 18, 1931, p. 103.

(3) Two hundred pounds. The quantity entering the United States in 1917-22
was not given by states,



from their sugar

Lo}
}—l
o)
3
ct
o
d_
“ 1o
9]
]
2
'_IO

n Hawaii.

Methods of Finan

Q
[ )
3
03
3
)
41}
ct
=
O
3
]
&
jAv]
3
DS
=]
jAV)
g
w
o
b
}-b
e
o]
4]
o]
]

¢ing the sugar exports are through the aid cf ths Prilippoine
]
zZency in New Yorl, and by the

National PRank, which has an s
toll system.(l)
The usval method of financing through the Philippine

Naticnal Bank is to heve the asgency borrow in New York against

acceptances drawn on New York banks and indorsed by itself.

fers. The accepbtancss which zrs gznerally fcr 45 d=ys3, are
creatad after the New York agency (which raceived the sugsr)

Tha toll system was intrcduced 1n 1225 by bankzsrs who

were interestsd in the sugsr Industry. The raw sugsr is
shicped direct to the forsigh tolling rsfiners vhers it is
ra3fined and She finishsd gredvet is secld, ftcr the czduetion
of cnsirzes for reflining and s2lling, thsz talsnes is ranmitied
to the chiogpers. By Unis metnod, tis producsrs carry the risk
in maerkseting ths sugsr until its sz2le By rolineries.
(1) Zdwin 3. Gecrge, U. 5. ZepS. of Commerce, Fzil. Trade
Finanecing and Zxchanzgs, Trade Irformaticn 3ul. Tc, 418

-
July 1926, pp 3-4.



CHAPT=R VII
COMPETITIVE POSITION OF PHILIPPINES IN

WORLD SUGAR TRADE

Position EE "orld Cane Froduction. Within the last de-

cade prcduction of cane sugar has expanded at s greater rate
in the Philippines than in all other cang sugar exporting
countries. Among the latter, its cutout is exceeded now cnly

by that of Cuba and Java.

4

ion of cane and teet exvanded

ck

The total

<

scrld predue

from sn aver of 16,843,432 short tons in 1207-11 to

Ayl
O3]
D

19,773,531 in 1912-16, dsclined to 18,480,257 in 1917-21,

and incressed rapidly to 32,244,162 tcng in 1930-31 (tabls

28). The ccntraction of the wcrld nreoduction during the “er

ch

Q
ct
i
O
W3
l de

N

D

period (1918-19) was due to the ssvsre redu he zcreage

of sugsr beets in Europe. Cane sugasr prodvcticn was slowly

]

expande duringlt“is pericd. ZRepid ezpansion cf oproduction
7as n=2csssary to meke up for the contraction
during the War period. n fact, if prcduction rad continued
to expand at the same rate as it did during 1906-19 (averaging

2,77 var cant per year) it wovld have heen nizh:r than ths

~ e

actual prcduction in 1930-31, since the production for the
antire pericd, 1206-31 exvanded at the rste cf cnly 2.72 per

cent pver year. The world prciucticn has declired sinee 1931

due to the effect cf the Chadbcurne Flan

*

Cane sugar accounted for 52 ver c3nt Of %he werld sugsr
roduction in 1907-11, 71 ver cent in 1918-20, 2% pzr caat
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was expanding at a rnors ranid rate than beet s

1.!-
3

prior to the "a

pericd but expanded 1lzss ravidly after the

War on account of the racovery of the beet svgar industry of

Iurope.

The three principal care sugar producing countries of
’ {

the world during 1907-31 were Cuba, British India and Java,

while Brazil in 1925-51(1)‘ranked fourth

fifth leading cane sugar producer.

and Hawall was the

Hawaili and Porto Rico each

produced more sugar every year than did the Philippines between

1906 and 1925. Since 1926 the Philipp

ne production has

exceeded that of Portc Rico and since 1931 and 1932 that of
(F ST

‘Hawall and EBrazil resvectivel A Prnilippine prcductien in

1952-54(2) ranked fecurt: in importance among the cane pro-

ducing countries c¢f ths world.

The predvetion of svgar in the arch

ipelagce was expanded

to an average of 784,879 short tons in 1927-31. This amounted
to an average'of 4 per cent of the world cane sugar production
in the samé period. (Table 2¢)
Table 29. Proportions Occupied by the prﬂ‘noipal(l)
Cane Producing Countries of the Vorld
Period: ;Philippines:ﬂawaii: Porto: Cuba :Virgin :British ; Java
: : : Rico : Islands:India 3 ‘
190711 1.8 5.9 S.24 18.4 0.2 25.85 16.0
1912-16 2.3 S5.43 3.61 £6.8 Q.078 25.21 14.0
1922-26 2.73 4.2 3.1 30.0 0,03 19.93 13.5
1927-31 4.03 4,71 3.73 24.7 0.033 17.48 16.9
1932-323 6.4 S.4 523 15.64 0.03 23.57 11.4
(1) United States Tariff Com., Statistics on Sugar, liay 1933
p. 9.
(1) FParr & Cc., "orld's Sugsr Zroducticn, Tanual cf Sugzar
Companies, 1934, pp 5C-57.

(2) Ibid, po.
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Cuban sugar prcducticn resached a
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tives c¢f Cuba, Java, Germany, Belgium, Czezhoslovakia, Funzary,

-

Foland duiring their conf.

o
:
oY

(L'

rzncs at Brussels. The chjzctive

wes To limit exports and control producticn of stocks. rFer
end Yugeslavia acceptad the plan bzfcre thz end of 1931. The

embers of the plan produced zbcut 40 per csnt of the werld's

sugar and neerly 90 per cent of ths world's expeorts sold in

Tthe werld sugar procducticn took nlace, frcm over 32 =million
snort tems in 1930-31 Tc lsss than 27 million tens in 1932 and a

12.7 million tems to 7 million tons for this nsriod (Ta»le 30,
Tig. 15). EHcwsver the accewmlation of stock carry-over was at
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Table 30, Chadbourne Plan. May 9, 1931 (1)

Sugar Export Quotas of various countries under the terms of Plen

1931-1935
Country 1951 1932 1933 1934 1935
Cuba 1,000 1,000 1,000 1,000 1,000

sh.tons sh. tons sh.tons sh. tons sh. tons

Sugar season

Jan-Dec.
To the United States 2,8% 3,13 3,136 3,1% 3,136
To the other countries T34 902 958 958 958
8) ’ '
Total exports from Cuba_ 3,620 4,038 4,094 4,094 4,094

1931-32 1932-835 1333-34 1934-35 1935-3

Java (b)beginning Apr.lst.
Sugar season April-Mar.

2,535 2,645 2,756 2,866 2,976

Earope:- 1930-31 19%1-32 1932-33 19%3-34 1934-35

Sugar season Sept-Aug.

Czecholovakia 629 629 629 629 629
Gerneny 551 3% 331 331 331
Poland 340 540 340 340 340
"Hungary 93 93 93 93 93
Belgium 53 33 33 33 33
Total Europe 1,646 1,481 1,438 1,428 1,4%
Total above ccuntries 7,801 8,164 8,276 8,38 8,496

(1) =) includes 291,000 short tons drawn each year from quantity segregated
b) includes 110,000 short tons drawn each year from quantity segregated

Lynn Remsey Edminister, U. S. Dept. of Agr., Buresu of Agr. Economics,
Agricultural Price- supporting Keasures in Foreign €ountries, July 1932, p. 68.
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serious financial difficulties during these recent years, but
the FPhilippine sugar industry has prospered chilefly because
they have enjoyed 2 preferential tariff position and a favor-
able transportation costs.

Changing Positicns in the United States Sugar Import

Trade. Since the exlistence of free trade relaticns betwsen the

f the Amsrican

market to the Islands sugar became signif gh in
1219-21 only 53 psr cent of the annuvsl producticn of the Philip-

Cn the cthzr hend, Zawaili, Porto Ricc and Cuba sxported

- . - A mam - . 5 = - e . . - .
an even greszter propcrticn than did the Philippines. During the
5 - s P ~m T 0 \ Gy Ve ol ») a7 N -~y e S FA T S T b TN
period frem 1919 thrcugh 1921, the proicrtion cf ths total pro-

Hawaii, Porto Rico or Cuba. In sopite ¢f the fzct thet the pro- | ot
192732 has declined, the united $tates
Statss,
Prior

to 1924, sugar exports from the FPhnilipoiness were less than frenm

e e
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only 95,9592 short tons in 10

s

W

LD

re consistentl” Increased

to 2 high of 1,120,572 in 1933 due tc the free trade relation
between the United States and the Philippines and the increassed
tariff duties on Cuban suvgar. (Fig. 18) Beginning with 1932

the Philippine sugar exports have exceeded those cf Hawaili svery
vsar. The average wes 150,596 shert tons in 1204-1 3,(1)

649,992 in 1924-30 and 975,255 in 1931-32 (Table 32). Cuba and

Ty

Java, the two ng countries, exported,

o]

rincipal can

(6]

SuUgar exportd

O

respectively, about 11 and

times as mucn, as did ths Philippinss
in 1904-13, 7 and 4 tin as much during 1924-30, but cnly 3.1

and 1.8 %imes ag mueh in 1931-32. Hawsililan and FPuerto Rican

[eh

sugar sxpcrts were 233 and 72 pzr cent, respectively, more than
that ¢f the Philippines in 1904-13. In 1924-30 the Fawallan

N

iy

O RV A ~S L I I SN |
nt wicre than that of the Fhilipoines,

o
=3
[¢)]
™)
(WX
o
«

but the latter Island exported 17 per cent more than did Porto
Rico. The FPhilipoine svgar experts in 1931-32 wers oractically

the same as that of FHawail but 14 per cent more than that of

amount of sugar exported

than that of the Philippines

.

- P L o~ £ L. 1, e '~ - ai e
already producing grester quantitiss of the highsr grale sugzar
= - A=A -~ 2 2 _-al . Fal 1 ] PR Fa

demended by the vrincipal wmerksts cf the world wiile ths
- . . s L R RN o S A 3 c a0 At £qs
Fnilipoinss was Just sterting tc produc: ths §8%Y centrifuessal
- o > . -~ -— - -l LR, | ©°o . e 3 A -~
sucar. raveii, Pcrto Tico snd Cutas nad fres trsds end prefsr-
. s i coa ne i . e o X
antisl Lreaties with STthe Tnited Itotgs nricr to azrssients maeds
* 3 ~ 3 e m i T~ T J
(1) The 1904-13 avsrage was considsred as g singls perlicd 'n
- X - 1 RN o L P~ T 3 PR a3 = I S
créer te cerrect the eff=2ct ¢f scme goncrmalitles -n Tas
- . R X S ey ey . DU, e oY " _— ey e FEC
r:f“'n]"}',_)p]___e $1UTaY navs (BRI OR VNS R VHRS ‘.;;‘.__‘1,_ ca s cF yels]
In e A — - -
K] - B U4 > j S -2 .
~merican adainistraticn,.
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Table 32. Export of Sugar from the Fhil%g?ines
and Competing Countries.
Year Philip~ Cuba Duteh East Haweaiil Puerto
pines .Indies Rico
{short (short (short (snhort (short
tons) tons) tons) tons) tons)

1904-08 131,760 1,241,724 1,228,603 430,858 183,785
1909-13 169,432 1,999,889 1,411,754 507,437 335,584
1914-18 278,670 3,160,680 1,419,837 602,722 373,159
1919-23 273,442 4,119,207 1,762,612 573,872 401,203
1924-30 649,992 4,693,114 2,416,789 802,598 556,315
1931-22 975,265 2,978,689 1,703,823 972,203 859,497
(1) Yearbook, Dept. of Agri. 1907, p.688

n n n " 1912, p.654

n " n n 1915, p.499

n n by n 1920, p.o82

n n e n 1921, p.662

" n n n 1922, p.783

" n " n 1924, p.809

w n n n 1926, p.1013

n n n n 1928, p.882

u " n n 1930, p.702

" n n n 1933, p.492

(2)

and Navigation of U.S. 1918.

?oreign Agricultural Service, compiled from commerce
and navigation of U.S., 1906-17;

Foreign Commerce

Monthly summary of

Foreign Commerce of U.S., June issues 1919-1926,

Jan. and June issues, 1927-1932.
Information from the Custom House, arranged to U.S.
Bureau of Agr. Economics, Washing-

(3)

Dept. of Agr.

ton, D.Cs 1934; G.G. Gordon. i Review of the

Philippine Sugar Industry, 1933,
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until a number of favorable factors dsvelcped. Among thecs

were ths expansion of prcduetion of higher grade suzars

e

n the srchipelago, an increase in the nimbsr of investcrs and

ctr

0]

xoerters interested in the Philippine sugar industry and ths

C

stablishment of the Fhilippine

jAv]
ct
|-t
O
i}
o
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(58]
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resuvlt of these dev%lopments, suzar exports tc the Unitzd States
in 1932 amounted to almost 100 per cant of ths total sugar ei-

ports of the Thilippines.

PR - L) - 1 1 . SN IR R e Te o4 g 2
contributed the szresztest propgortion during 1£27-22, This in-

K4 17 - - F I RPN 4 . i - — - - n - s 1 - -~ L
creass in the 3212 of Philionine svear In the Tnoited Stztss ras
e - . - 3 - F S - I S p— FEL N & e T Ay n )

dve to ths cirsibt zfdvantage Tesvliing Ifrenm the favrcrabtls trade

K - - . s S o J SETRER IR S
reat Improvsnent nede in the sugsr industry
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these three countries had earlier free trade and preferentisl
treaties than the Philippines which made it ocssible for the
former countries to establish a market for their sugsr in the
United States earlier than the Philippines.

The other disadvantage of the Philippines in supplying

LY

sugar to the United States market has been the
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or Forto Rican

can ports are nearer to the great refining companies cn the

}-te

Atlantic codast of the United States than are tre ports of the

Philipoines. (Discussed undsr Production and Transnortation

Costs) Cuban costs of orcduction have been lass than thecse of
the Philippine Islands.

The following discussicn expla’ns further some cf thse

advantages and disadvantages Involved in svpolring the United

Sugar Yield per acre Cultivated. The yisld of sugar per

acre in the Philippines, according to the report c¢f the TUnited

United States, about the same as in Cuba, but lower than in

Tawaii and Porto Rico Curing 1931-32 (Tawle 34.) Whils the
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in tre Philivpines was 1.62 tens in ths same psriocd. The stand-

ard of preodvction and manvfactuvring of 30 csntrals was ccnszid-

erably nigher than the average for the Fhiliponines. The nigher
z ) ces

was dug to suvperior climate ani scil ccnditicns.
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Table 34. Comparative Yield of Sugar per Acre.(l)

Countries Average Yield per Acre
1921-2a(1l 7 1923-28(2) 195132 (3]
{short +tons) (short tons) {short tons)
Philippines 0.94(2) 1.1302) 1.62(3
0 1.47(b) 2.6 (0]
Cuba 2.0 " 2,16
Java 6+ {1928) 7.00
Hawail 5.7 (1928} 7e7
Puerto Hico 2.0 4.4
Louisiana cane 1.22(2) 0.8 1.18
United States beet 1.2 (2 1.44 1,95

(a) /iV¢rdé:')¢ for the Ph.'lif)iinss
) A verade for the 30cantrals

(1) Sugar Central and Plantsrs Wews, Comparative Costs of Sugar Production
from Statement of Tariff Com., Dec. 192%3-24, vol. 6, no. 2, Feb. 1925,

ps 105,

{(2) U. S. D. A. Yearbook, 1933, p. 487; Ibid., 1934,p. 472; Ibid., p. 474.
(2) Lippert S. Ellis, fThe Tariff omn Sugar.

(3] TU. S. Tarriff Com., Report to the President on Sugar, No. 73, 1923,

ppo 55"57, pp057-68-
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. rative Efficlency in lManufacturing
Sugar and Yield of Sugar per Ton of Cane

Country : 1024 - - - - 1929 : 1929-32(2)
cAxtraction of:7laste of:Carbonate:Pounds of
: Juice tmolasses: ash ssugar pr
: : : :duced Der ton
s : : :0f cane
(per cent) (percent)(percent). (1lbs.)

Philippines 95 6= 0.2-0.4
Java 90 8-10 002"0'5
CU_ba 90 8-10 014-0-6

230
243

Toulisiana cane 139
United Ststes beet 298
Hawali 237
Pyerto Rico . 234

(1) Sugar Central and Plantsrs News, Vol. 11, ¥o. 6, June
1921, p. 231.

(2) UT. S. Tariff Commission, cort tc ths President on Sugar,

Yo. 73, 1934, pp. 54, 55, 5¢, 64, 67, 122 and 127

o
o=

sugar then Cuba and Java in 1924 and In 1929.

Tn 1829-32 the average extraction of sugzr per ton of cane

139 pounds, respectively, during the same pericd, indicaving
that the average yield of svgsr per Scn of beets Is higner in




Table 36. Cost of Producing Raw Sugar in Selected Countries

Philippines: 1929-30

Cost of production
including interest

Transportation of cane
and milling including
interest

Total cost f.o.b. fact-
ory including interest

Hawaii: _

Cost of production

including interest

Transportation of cane
and milling including
interest

Total f.o.b. factory
including interest

United States beet sugar:

Cost of production
including interest

Transportation of cane
and milling including
interest

Total cost f.o.b. factory
including interest

Puerto Rico:

Cost of production
including interest
Transportation of cane

and milling including

interest
Totat cos fFo-b ac}:or)’
inclu inj interdst

Cubas
Cost of production
including interest
Transportation of cane
and milling including
interest
Total cost, f.o0.b. fact-

1931-32

1.18

0.8

.04

2.12

0.59

2.78

1.72

l.?o

3.67

1.89

0.82
2.7

0.576

0.29

1929-32 (1)
Cents per pound of raw susar
1930-31

1.38 1.46
1.05 1.05
2.43 2.51
2.50 2.32
0.87 0.85
3.17 2.97
1.80 1.90
2.12 1.89
4,11 4,00
2.17 2.35
0.82 0.97
299 3.32
1.003 0.731
0.215 0.28
1.80 1.733

ory including interest

1.50

Average

1.34

0.99

.35

2.54

0.64

2.98

1.30

1.91

3.93

2.14

0.87

3.01

0.770

0.64

1.68

(1) U. 8. *Tariff Comm. Report to the President on Sugar, Report No. 73,

2nd series, 1934, P. 563

Ibid: pp. 69-70;

Ibid: p. 74;

Ibid: p. 130.
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The Cuban cost of producticn of sugar was low due to

the employment of contract laborers. Thousands of negres frenm

. The general reguvlations act has therefore aided the
suger industry of Cuba Dby-the intreducticn of labverers receiving
low wages for long hours. This has partly helpsd In reducing
the cost of predveing sugsr in Cuba. Among the factors contribu-

Ting tc the low producticn cost in the Philippine sugar industry

was the low cost of labor, ths natiral fertility of the soil,

fa sble climats, better tillsge, the increasing uses of plant
reeding work In obtalining hign yielding varietisz, the empley-

ment of the Imported rign yielding tynes of canss and the
soplicatlon of mcdsrn methods ¢f mernvfacturing suvgar. Hawall

and Porto Rico have L:igher cost

lator costs, ths emple

P) L - Sa £ PR - L - -~ - ~
wsll suited tc the growth cf suzar bests or Suger cans. Laeg
= - ~—n » - 3 1 1 - e - KR
use of expensive farw machinzsry has added to the hlizher coczt.
N - EN - 3 St o de b % N et L 37 +7
Tgrm lator in thse "nitad States has besn Tore 2xpenslivz Lnsn

that of the Fhilipoines Dbecause sugar prcducsrs have nzd ©o

(1) L. B. Jenks, Cur Cuban Colony, 1828, p. 182
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irrigation work and fertilizers in the growing of sugar.
The tctal cost of producing the cane, transporting it
te the mills, and milling the raw sugar was lowsr in- Cuba (arn
average of 1.58 cents per pound) then any of the other sugar
producing countries in 1929-32. The total costs of producing,
transporting, and milling the Philippine raw sugér Was £33
cents par pound while Fawaii, Porto Rico, and the United States
cane sugsars were 0.65, 0.68, and 2.1S csnts per pound, respec-
t

tively more than that ef the Philippines in

n

[&)]

same pariod.
The United States total cost c¢f prcducing bsets, transporting

them

ct

0 the mills and milling the raw sugar was 1.80 cents per
an that of the Philippines, Cuba and the Philippines

have the lowest costs dus te the ressons previously mentioned.

Tarle 37. Avarags Ccst of Transpertation and
Total Delivered Cost, Including Intsrest.
1929-32,(1)
Country : Average cost of : Total celivarad ccst
: Transcortation : Including interest
: (cents per pound) (cents pner pound)
°hilippines O3 2.72
Tawall, 0.31 3.29
Fusrto Rico G.27 .28
Lovisiana Cans2 0.1 4,654
Tnitad Staves Dbsetl 0.30 do4Z
“uba 0.132 1.623
(1) T. S. Teriff Cowiszicn Feport fe the rFresident cocn Suzer,
Revort lic. 73, 2nd Series, 1934, p. 54.
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to Yew York at 2 distance of 14,533 (statute) niiles. Cuka
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then any cther country competing in the United States market.
The total delivsred costs for Phrilippine suvgsr was also qrite
low amounting to 2.72 cents psr pound in 1929-32.

Differential Advantage of Philippine cver Cuban Sugar in

United States lMarket. The method cf cemputation used to de-

termine the tarifl advantage of Philipoine sugar over that of

In 1920 when 5Skz teriff rete was cne cent psr pound on

Cuban sugar and the freight rate was 0.43 cents in favor cf
Cuban stgsr, rniliopine sugay Zad an advantaze of cnly 0.57
cents ver pornd, or 4.7 ver cent cf the prics c¢f fuban suzar
(11.65 cants par pound) deliveared at Iiew York. During 1923-2%
(1) ths orlc almenac end Zock of Tscts, 1833, ov. ToE.
(2) Iethoé of Calculaticn: (2) Secure the c. and f. price levy
A0 = -
Verk of futan 938% centrifvgal suger (ccl. 1) and the spec-
ific rate cf duvty en Cuban suzar (col. 2); (») adi the aver-
czs c. and £. price ¥ew York to that ¢f the soecific ratses
of duty tc gzet the avaraze c. and . duvty ozid price, Tew
~ L) - =1 R A SR ’ - =
York (col. 3); (c) Subtract the freizht rats (ccl. £4) fron
the aviraze c. and . duty paid crice Yew York (ccl. 3)
cguals the avesrage Cuban orics 4uvty paid (ecl. £); (d) To
obtain the average n=t zdvantzze of the Priliprine stgar cver
that of Cuba, suvbtract ths averzge c¢. and I. nrice Ilew York
(cel. 1) from the avsrage Cuban price Cuty paid (eol. &)
(e) The avsrage advalorsn squivalent edvantzgs ¢f ths Fhillp-
oine over Cuban sugar 1s secured by dividing the nst advantagzs
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when the import duty on Cuban sugar wsas 1.756 cents per pound,

the price advantage of the Philipoine sugar ranged from 1.56

8

- n

to 1.62 cents psr pound wore, or from 31 to 66 per cent higher

than it would have been, had it not been for the tariff pro-

tection and transportation cost differentials. After the

Tariff rate was increased tc 2 cents per pcind on Cuban sugar

Py

in 1930 and svgar prices centinued to decline the percentage

advantage of the tariff to Phlllppine sugar was increased. This

is shown by the fact that in 1932 when ths c¢. and £.(1) price

v the come=

[U
+

iuty con Cib n svgar was 2.00 cents per pound and whe

parative vealue of the Fhilivcine sugar over that of Cuba was
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e sugar was

The higher the Sariff protsction crn sugar In the Contin

T ol e’ = ~ -~ - 4 ~ Ao,
ental Tnited States and the Insuvlar Fosszssicns the greater

hes Tteen the teariff advantzage of ths Philiprnine suger industry

over that of Cubs in the Amsrican market. The lcwer the c¢. and

elat

|e

ve

H

f. price cf sugsr in ¥N=w York the greater has been the
ppins svger producers. Philivpine
suger oroducsrs are cf course, placed In an advantagsous po=-
sition when transvortation rates betwsen Yew York snd the Philip-
betwean Yew Yerl and Cube

[V L]

than the ratss

]

(Continuved frem 124) (over Cuban sugar Ccl. §) by the aversgs
c. and f. prics ¥ew York (col. 1). (f) The comoarativs
tariff advantage of the Fallipning suzar export over that
of Cuba is found oy multivlying the guantity of the Pnilip-
pine sugar exvorted into the United 3tates annually by ths
nst advantzze cver Cuban sugar (ccl. 8).

(1) c¢. and f. price 1is the ccst plus transpcortaticn expense.
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The net value cf thzs United States Tariff duties (tariff

t

at

O
(9
}.Jo

advantage minus transpor on disadvantage) of the Philippine

cver that c¢f Cuba was 345,679 in 1919 and %42,853,382 in 1933
(Table 38). The net value increased as the tariff duty on
Cuban sugar was raised and as the Philipdvpine sugar exports to

American market wsre expanded.



CHAPTIR VIII

RZCENT AMIRICAN LEGISLATICY AFFZCTING TES PHILIP=-
PINE SUGAR IWIDUSTRY
The Costigan-Jones Sugar Stabilization ict cf 1634. The
rapid expansion of sugar prcduction in the Insular ssessions
and the Ccntinental Tnited Statss; the sccumulation of world

t

ch
Y
O
Q

O
¢
-
0]
ta
w

3

-
[¢)]
A

5

@

(2]
-

<

Iy
O
n
t
w
vl

)

03

(@
Q
hot
Ha
14
(6]
4]
(4]
4]

1
i

(8N

e T
e

t

3 cf ct

o o

ry

D M el
o ct
IR ONN OB RN g g
[OR2
M thu B oot
[ S ¢

=y (O ;L.sn F O 00 mn R -~

@]

ot
]

9]

4

¥

5

f) cD e tn e 13
wn
3
e GQ Curd bt cr o @ pewn i3

-

ctck QT
PN
b

r

o”eJSﬁ
the °co%c"
gt et he same
Tre 110?1t

sugar

Lt then will
the voroccseds
holding their orc

ng T
than

@ o

ForS 0 H

e

o cb
= o Lo

O 'S K e

)

4

OJ
o}
W
ct

m
S\

P

=eld

=

Dtk (uiy O

one-half can
Consimiers need no
already within th
by an amoint egvel
American ccnsimers
thhis tax, Congress
sing tex shall

ff on sugar is

A

arr & Co.,
r Comneni

uga 335

The COSCl%’H-JC

he latter part of ientlses; and the in-
emely low sugar
suger producsrs dur-

lan was adcpted

and c¢cntrol

<

)

147}

)

(@]
i3
I

ck
bl
]
[0}
)]

Loe
@]
(D]

6}

ct
m
(9
(6]
(o))

..

3
3

(i

M

3
aQ

O O W ¢t e m

the Contin-
has crsatszsd
irtveally
threatened
an purcnases
nts of
wWe can

@]

)}

F

:

R
o

I3

]

t

"

o
o
o O ct

-

o

)

B oo
m
[}

[
[7)
O
o3

B4 b B

s

N

iwm MD O crct

H
¢
X
[
W
}.-l‘
o

S joe ke (O 0 K
I'“
13
-

O cay = 43

Mol Lo
=

O D DD W e
]

-3
' 13

13 M e O

&)
3
oMo

¥

Qo

13
2
m g uks fu

I:)"

SO T S VI o L S N SN
oW ckm O

SO SN
ot

i3 g 3G

|_.J
IR L,

309 oF & 1Y

-9

it

CfQJ'-'i oo«

S om
o

il
)]

ck 3

o

i

<
3

3
3

pe < e D O U b
mrrd-b
3 04 o

m o
&
w3

D

[-e O
[ I

Q
<
Qo oY oo i3
i iy
mm—

W

_,.
=
s}
t 2

<t |
W o o
ct o

e s R
03
Q.
wn
ct
O

(U]

"
:

Pt
1

"o

O MW b O
D

) ED
ctrHPcr® 3 IY O o o

:;

]

=

T

30 0o

3O

He @ b ot i3

0O o aH-Ho

ct o HE 3

y 1y

[
QO
vt

Fj

ct

Q

CrU) O b B oued
e

[EeXe] q‘t' SO O
O WO O FH

o

o

3 om oo i
L}Ngoom:ﬁm

-

m = o
o= O
o Ja o

149

o'
cthh o m

-

S e W 3

3
3

MO MmO ko .

ct ¢r
=D D

(@]
(]
@)

[

!
aQ ct

1
2

N
M b e ¢

Q

=

‘_
) =L
RN IO B will = ST
) e
[
e

[S N oY)

}

Hed 'O 0

3O
m o ow

oy

Oy
O QLIS O o

y
¥

O WM HO i o w
L ]

]
<
9

[CRROTI L ST
o+ YO

}e @]

O W o

@3 O o 4 o

O NS B B Y

i}
D
[0

NN e o3 o (b 3 ket ol

‘r‘lm'd

ck v

e
[
4

D WG OO U Waw( = F

b3

ok ot e
H

@M ct

SO M DR e

oo

3

e

3
th e O

ct (s o Wy

b
D b
FRE S I ST
Oy
Q]

+
)

1

cr O

D ot O
Fx © D
ct D
o’ O
<

=

in no v

reduced

o)
3

[

Y ctm

ctO B o

He e O %m LA
DG 3 o

[y

H

O

ct D
by
(]

4]

(8]

=

[Ab]

cr

o

O

Hh

th

()

@]

3
0o

K

ct

AN ]
O

H343
o ot

4

*

23
93

>

I\.e'v OI’ S g




120

£y de e m g o 4 - - - . - - ) = 3
duby. Thie Secrebtary of .zricvltire o7 ov1d b savthorized
- S s £2 0 s - P N -
Lo1110.,,se refiiners, Z7ncrters, and lLandleres bo buy and
Sal R APy N = . . . .
sell svger from the varicus sroducins arsas cnls ia *ha

- L3 _— hd
vreoertion wiiclhi recint —arketings of suel croms toar to
toted Tt s TroEsao LYY TNy e s e e P <7
cetal Tmited TUates ecomItwiulicn, Lated uncn avors o lulte-
oy 41 Vs ey e at w=p - - E 5
Z28ings of the thitee ezt yeaz 1, UL raving the ne
- e 4 Fa PRI} - . - - . =~ .
icd flexirle encuzh to 2lleow ulirkt adiuvatants

~° < -

cerbtain nrodreing arsas.”

Fresident and or May 9, 1934 vassad ths Costizan-Jones Iugsr

Centrol ..¢t, which became effective June 8, 1934. This mzasure
amsndad the ,Agricultural adjustment .ct to Include sugar as one
of the hasic commedities whose producticn could be controllsd

in the ™ited States, Philippines, Hawall, Portc Rico, and the

Virgin Islands. It dstermined the quantity of raw sugar re-

l-l-

n the Tmitsd States for that calsndar

poe

uired for consumption

¢S &

9

year (1934) as 6,476,000 short tens. The Secretary of Agri-

culture wes cnmpowered to £ix the guantit

&~

the Tnited 3tates from the Fhilippines, ?forto
Rico, Fawail, the Virgin Islands, and Cuba on the basis of the’
rmost representative S-year average of imports during the perilod
of 1925 to 1833 incluszive. The quotas for Portc Rico, Cuba

and the Philippines were determined frem the average of Con-
tinental Tnited States censuiotion of sugar for the years 1931
to 1933 and the quota for Hawallan sugar was determined from
‘the consunption for the years 1230-1932. The 1931 to 1933 basis
for all asrsas would mean a larger reduction from the current
level of production for Fawaili than for the Fhilippines anc
Fortc Pico because of the heavy expansion of prcduictitn 'In the
latter countries dvring 19232-3J.

The act also provides for a procsessing tax on svgar not

to exceed the amount of the reduction in the duty on Imoprted
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this tax shzll be Lield as a czs-vate Frnd in the Treaovoe of
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uszd for tho henefit of ssrlerlture cr hane?lt o-wienbs in
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reducing the acreage cr raduection In the prodvcticn for szls,

s 4 7 Fal 1.1, e Y 2 - -~ ey ~ E - -
or 1s oo 2e spent for the exnansicn ¢of the markets and for re-

Jones Law (1934) the rhilippine sugar cuota tc be imported #m

tons (raw
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to the Tr
value excluding the cuantity of refined sugar =sllowed) for 1934.

This amount constituted nsarly 18 per cent of the sgtimated

total qucta for consurption iIn the Tnited States in the szme
vear (Table 39) This was 29 per cent more than the proocrtion

29.4 per cent of ths total which was 38 per cent less than the

oLl

prooortion she contributed teo the Tnited Ztates consumption dur-
ing 1922-32, but 5 per c3nt cre than In 1032. The sujur yrotas

. - PO .
cr ©ho rnilipe

In Cuba the ownersiiip of land uvnder sugar producticn is
confined to a few large prcprietors having immaence noldings.

In fact large american comoanies cwned over 50 per cent of the

.

tectal copital investrnent and svgar, bredvesd in recent jears.

In the Philippines the landhicldings are restricted by law. Sugar
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Tabls 39. TUnited ltatss TGencral .igarx s
under Contlizan-Jonss .ct. (1)
Souvrcss of supply : cuota ¢ 1922-32 @ 1932 : 1934
of United Strtss : (short tons) : per cent :per cent :per cen
consunption : ¢ centrintu-tcontribu~-:contridbu
: : ted : Led : ted
United States Com-
stiption as fixed

by 1934 law. 5,478,000 100 100 100

Domestic (United
States)

Eeet~-sugsr vroducing
area 1,566,156 16.0 21.0 24.3
TLovisiana & Florida 261,054 2.6 2.7 4

Insuvlar Possessions

FPrhilippines 1,015,1€6 12.4 17.0 15.7
Hawall ©1€,550 13.7 16.0 14.2
Puertoc Rico 802,842 11.7 15.0 12.4
Virgin Tslands 5,470 Cc.1l C.1

Foreign Country

ik

Cuba 1,901,752 79.8 28,0 20
Miccellaneous 0.7 0.2

(1) Farr & Co., lanual of Zugar Companies, XNew York, 1834, b.
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of 1924 of nesrly 1,105,000 tong (s on? o Finll) indie-bzg
1e = - NN RS = .- et . 1.9 .-
a lo zherd U0CL,000 fters oy Lovomol illicr Jellios (anron
(1)
St Ve, M SO0 . ES P . ~ = - ra
Ireully ©357%,000,000 for the rect nusrar of zvzar plontaorg
= plomior
A~ AT AT T S -~ o -9 = AR - - 2 L
of ¢z renlpelngco. llieny neesla wic are emmlosad o tne suzary
= - P Al B
nT ineoms of The

< T A -~ - - -
purchzsing nowarp

13,000,000 in the next threes years. 7This lecking of =lzquate

.rescurces of ravenuve will naturelly reduvce the finesneial aid

given to furnish sven essential s2rvices as police probection,

Altroucsh the CUcstlgan-Jonss Taw may e regerdad as a dras-
tie "essvre s apnlisd te the Frnillppines, thc et is nct withe-
out its justificaticn. The rillippine suvgar preducsrs heve '

v

expanded their cutput In rsecent yeors vhile guben productien
was beinry reduvead. In addition, it shovld net be overlocled

that the Insuvlar prcducers jeined with the United States pro-

duecsrs in demanding nigher 4duvties cn Cuban sugar leading to the

passaze of the Smcct=TTawley -et whien reuchad adversely on the
-
P - o A o 5
Cuban sugar InaustI'ye.
. . .
The Coshiran-Jenss Taw was A2sisned tce give greater aid

to the United States sugar preoduvcsrs, In splte cf thse com-

A}
paratively disadvantageous position <f the United Itates in
produeing sugar shown by the fact that the cogt of production

in thé United States ha2s been higher than either that of Cuba

v}

. P. Alunan and V. B. Hawes, The Case for Philipoine
Sugar, The Phil. Journal of Commesrce, Vel. 3, }934, PD.
4,6,10,23.

(1)

+
P
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Significance of the act for Philippine Zugar industry.
er sugar waeg made a basic agriculivral cormodity on June 8,

roved a prccram mnder which the »nlentsrs of the IMilippines
- — N - LT a7
o A A - o ~ 2 - A9 - :
to bz coffered peyments agsregating £14,000,000 for sdjusta-
their prcduction ¢f sugar Lfor the tvo ereops 1934-35 and
2 (1) My 3 MTvam o - an v o~ -~ - L7, Y. . . .
5=36. Thisg program also provides means fer the Philippine

tion adjustient, Freoss Ne-

7.?.D.A., Agricultural :dm a
R pp. 1-3.

lease, 1085-35, Yov. 30, 1

The wayments for redreinz cane predrceticn zrc on the basis
of *15 to {12 nsr 3zhoert ton of szugcr. This annliss to the
difference hrrtvvecn the amovnt of succr alloted to preducers
for orcduection from 1934-35 crop, aad the auwcint of suga:
ther oreoduced in 1932=34. Penafit payments vz te be ﬁade
to planters *n Lhree Installasntc. 7 £ T vment
as soon as pcecssikle., 1T ust oqual 4
pavment. The sscond ‘nstullment ol _ X C g
to one-nalf of the tctal benefit parient and he pald safter
it has proven that farmer nas dispcsed of a reascnable por-
tion of this excess cune in the mennar prescribed. The
trird “nstallment or th=s balance of the henefit payment,
will be paid when the planter has the proof that he has
omplisd with all the tarms of the comtract.
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"Tirst, to limit the nroduectlen of sugar cane znd sugar
in the ruilipoine Islands o gveh an amowmt 23 wevld be
sufficient to ecver the crota allectmant teo the Philinpines
undz2r the Tmitsd “tates laws znd the nesds of the local
censuvaption, »lus zueh reserves o5 may be detsrninsd from
Lime Lo time in accordance with the vorevisicns ¢f this Let.

PSeeccnd, to reccgnizs the ™ited Ztates svzar cuthority
in the Philiopine Izlands for the centrel ard allotnent cf
sugar to be transpertsd te, srocessed In, and marzetsd in

ontinental Tnited states uvnder the laws of the Tmited
States seeking to effectuate the same énd to harmonize the
laws cf tnhe Philiooine Islands with thess the Tnited
States in so far as they affect orcducti cn, manufactﬁre and
marketing of sugsr cane and sugar preduced In the Pnilippine

Islands.
"Tnird, to allot amcng nills and plantation owners the
quantity cf svgar whioh may be produced and marksted for
direct consu~ption cr held fer reserve in the Priliovine
Tslan?s, and, to wake such allocation in such a way as to
offset and amellorauu narshipvs and inedralities that nay
result from allocaticens made uvnder the 3aws of thc United

states."
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rulings under

(1)

~crtroe b e £ T R ST S S U JU SUR I - o
corntract,. The firet 2ulins sfHibes *hat two or .ore far~srs
Aa Tt vl : L L Q. ~ 2 e PRI S I R N
i w U JaInG C»»’;n_t.x.'&,\l AA_LSJI'",‘ cYy osm S'L;;“ a3 J]_'C-L_”;__L:_, JCINT Coile=

vliance agreenznt and pool theair orcductien and s3les of zugar

cang within the tctal of TL.zir allotments cr t7molir orm slan-
tatlons., This 15 desizn=d to previde grestar flexikility and

to sirplify covplisnce armong small producsrs.

The second administretive ruling allows the Philiopinse
sugar orcducers tc raise tobaccc on the land taken out of sugar
productlon with the provision that ncne of the tobacco so grovn
may entar the United States or its territories cr possessions
other than the Philippines. This rvling might have been more

to the

Foo
?
Bl

liopin nlanters if instesad of tobhacco

D

w-

rh

C)

‘valuable svge

¥
L3

other alternstive crcps as coffée, cocoa, cinchona, peoper, and

- ",

gilk not now comp2ting with th

(0]

ameriean preducts ceould be.
grown. The ruling will only bring a mcre ccemplicated system of

administration in watching the mcvemsnt cf the tobaccc through

Tha third administrative order permits the sugar »nlanters
to sell the excess sugar cane in the I

tiorn in the form of sugaer cane tc be uvsed In the area waere

F-te

grewn. The amount of sugar cane being scld wndsr this rvling

is insignificant.

The contracting millers, refiners, and zandlers agreed,

(1) A A& A Press Release 1679-35, iar. 4, 1934, p. 1.



in coopzratlicen with the aoricultiral _djustrert dainighra-
tion, aot to ship any-suzar t- the "nited Ztutss Letruzn (ot
12, 1934 and Dec. 31, 190324, in crder tr crovant the cerpewtlabicon
of svoer fren the hilicolines wn? cxhae covresy at Toited Stases
ports in ths first nart of 1233, They agreed to ahide hy

allotments tc he zstal:lishad, %o

vrocuced in acceordance with the glleotmznts, te leen uniform

reccrds, and to assist in ths administrsition of the ~ct The
regulaticns refer only td refinad and raw sugars, thvs exelud-

ing refiner's syrup, suvgar mizturs, svgar syrun, edible molasses,

invert syrup asnd syrup of canse juice.(l)

The Philinpine Independence Legiglation, 1933-34. The

Hare-FHawes=-Cutting Act of 1933 provided for the indevendence
of the Phil’ppines obligatory at ths end of a transition period

i
of ten yea u.(g) This Act was rejected by the Philivpine Legis=-

=

lature because it did not provide sdegquate preparation for
independence; quota and exwvert tax measures were not accompanied
Dy new provisions for eccnonic readjustments, and tecause the
Philippine Government felt the act wovld cripple the eccnomic
1life cf the Archipelago.

The licDuffie-Tyding's :ct of 1934 vassed subsequent to

rejection of the Hare-dawes-Cutting .ct provides for a tranz-

ition period followed by ccmplcte independence for the rhilip-
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pines.(s) These Acts were the outcome of a Philippin

-(1) U.5.D.A., A.A.A. Wews Digest, Vol. 2, Yo. 9, Dec. 1, 1934
Pp. 1-2.

(2) Cgmmittee on Foreign Policy, Tecommendetions regarding the
Tuture of the Philippines, Forelvn rollcy ASSOCLatlon and
the orld Peacs Foundation, New York, Revorts, lo. 2,

Jan. 1954, Pp-. =4,

(3) Statute of U. S. of america, 73rd Cengress, Part 1,

liarch 24, 1934, p. 436.
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ltion period and for a limitution of Avty-free Philipnine ex-
ports tc Che TUnited Ztates. Thers shall bs leviad, ccllectad,
and paid the same rates of duty reuvired by the laws of the

United 3tates to l, and paid uvopcen like arti-
cles imported froem

apnlies to refined svgar in excess of 20,000 long tons and on

unrefined sugars in excess of 800,000 long tcns entering the

from each mill which may be sc exvported shall be allccated each

year batween the wmill and the planters cn ths basis of tlie
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sugar to whiceh the =ill and the vlanters are resvect

titled. The government of the Philinoine Islands has passed

essary laws for allocstion of the sugar as pro- =
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The iicCuffie-Tydings ict imposes limitaticns cn duty-freae
rhilipoine exports to the United States and requires the
transition pericd. The amount of free-duty P
may bc oxpeorted to the United Stutes during the transition
period is much les: then fthe amcint allowed for Cuba, in spite
of the fact that the former country is still under the american
administration while Cuba is a forsign country.

The sct vested treaty raking powers in. thie Philiprine

novern.ient bhut limited by a similar ccntrol and supsrvision by
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as well as with other foreign ccuntries bafcre obtaining ccmplete
sugar an

D 2w

gvelopment of thz shilippire natursl rescurces,
-

the fmerican Congress which depnsnds sgntirely on the political

influence of th: rembers is & aandlicap tc the fubture destiny

of the Filinino vpecrla. Ixperiance has shown that an sxcessive

| o oy, [ | L P n . o~ e LI
suger and to vralss ravenvs for the Tadzral Govsrnment Lizs been

is granted because the American Ocngress deems 1t just for the
Filipino people to be independent, then it mvist e accempanied
by faverable trade pollicies that will =2id the Philiopines to

attain thse objective of eccnomic irdependence,
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The extent of the Mhilip

Under the Costigan-Jcnes :-ct, FPnlilippine accsss to the Tnited
States market has been suddenly curtsiled, whlle legislaticn grant-
inqeyentualvindependcaco, orovidces fer still furthar contraction,
not cnly for sugar but also for coconut oll and cordage during a
transitional period that exists prior to the attainment of ceomnlete
Independence.

This sudden curtailment of Fhilippine exports nas created a
erisis in the Islands. Compensating cutlets fer Philippine sugar
mest be fcound or the national eccnomy of thie 2hllippine Islands

will have to be reccenstructed.

peasonable admission of Philippire preducts or allow the Philigoine
Islands to negotiate commercial treaties with other couvntries. This
chapter examines the possitle lines of adjustment.

The future of the sugar industry of the Prilippines depends

. on the trading relationships which may be arranged with the countries
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requiring products that can be produced in the Philipoines and
with the countrles exporting commodities needed for consumption
in the Philirpine Islands, The Philippines could profitably
make re%procal treaties with the United States, Japan, China,
Australia, and possibly Great Britain,

The Negotiation of a Long Time Recivrocity Treaty With

the United States. In order to safeguard and to further develop
the commercial relations between the Philippines and the United
States that have existed for many years, trade agreements between
these two countries coﬁld be arranged on a2 long time plan., In
1924k-29 the average annual value of the Philivpine exports to

the United States constituted 74 per cent of the total exports,
while the average annual value of the Philippine imports from

the United States amounted to 60 per cent of the total imports

of the Islands (table 40). These proportions were increased to
83 and 64 per cent, respectively, in 1931-32 showing that the
trade ﬁith the United Sta&es represented an even larger
proportion of imports and exports of the Islandsin this period.
Production of sugar and alternative products in the Archipelago
could expand if trade agreements were reached by these two countries
so that the Islands could produce more sugar and other products
where-in the Philivpines have a comparative advantage while the
United States could supply more meat and dairy products, thus
reducing the amount of these products imported by the Philiopines
from China, Australia and Switzerland (tables 41 and %2). The
United States could produce more cotton goods for sale to the

Philippines, reducing the Philippine imports from China and
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Switzerland. Wheat could be grown and manufactured into flour
in the United States for export to the Archipelago, reducing
Philippine imports from Austrzlia and Canada., Labor in the
United States has been efficient in the production of the goods
mentioned above and especially in turning these raw products
into finished ones (where labor has attained a high degree of
efficiency in handling the manufacturing machinery). Consequently,
costs of production for these commodities are comparatively low.
The climate in the United States -is not well suited to the
production ofzgﬁgar and other tropical crops, although a few
states have grown sugar beets (1) (discussed previously). Another
disadvantage held by the United Stztes in producing sugar is the
excessive amount of hand labor required. The wages paid in the
American sugar industry are high because this industry must
compete with other industries that pay high wages.

The Philippine sugar industry has a constant supply of
relatively low wage Filipino labor. The cost of sugar production
in the United States has been much higher and the yield of sugar

per acre has been lower than that of the Philippines. In spite

The bed¥ sugar beet regions in the United States are confined to
Colorado, Utah, California, Idaho and Montanad The sugar qeets

in Michigan suffered from uncertainty of abundant sunshine and
moisture when needed, These conditions make uncertain the amount

of crop and also its .accharine content., Repeated growing of beet
depleats soil fertility. In 1930 the sugar beet moreage could hardly
be more than doubled without changing the system of production,

F. W, Taussig, Some Aspects of the Tariff Questions, Cambridge
University Press, 1931, Pp. 90-91, National Industrial Conference
Board; Trends in the Foreign Trade of the United States, New York,

1930, Pp. 258-259.



of this disadvantageous situation of the American sugar planters

in producing sugar, the amendment to the Agricultural Adjustment

Act has given encouragement to additional production in the United
States by alloting 30 per cent of any excess above the quota set

for United States consumption, to American Producers. American
sugar production has only survived because of high tariff protection
since 1922 and recently because of benefit payments paid from the
processing tax on sugar. Both of these methods of aiding the sugar
industry of the United States #s.z burden on consumers since the
result is to raise the price of sugar,

A reciprocity treaty should be concluded between the Philippines
and the United States for a verliod of twenty or more years in which
both governments should impose moderate tariff duties upon commodities
from the other, following a transition veriod of at least two years.
Certain quotas for leading products in both countries might be
imposed as on sugar (provided in Costigan-Jones Sugar Control Act),
“@goconut products, Manila Themp, maguey, %pbacco, etc., from the
Philippines while those from the United States are wheat flour,
meat and dairy products, cotton, mineral oils, automobiles, parts
and tires, paper and manufactures, etc. This would make business
conditions in the Islands stable, The American Congress should
grant favorable terms of trade which will $#end to keep the export
of Philippine products steady in the American market. Any step
to diminish the import of sugar and other commodities from the
Islands by the United States will decrease also the American exports
to the Philippines because the Archipelago can import some of these

American commodities from other countries. In the long run



tendency, imports must be paid by exports, a simple fact

of foreign trade, which was over looked by the United States
Congress when they enacted legislation designed to bar
Philippine sugar from American markets.

Alternative Outlets in Other Countries. There would be some

alternative markets for Philippine sugar in the Orient if
reciprocity treaties could be concluded between the Philippines

and some Asiatic countries. The leading Asiatic importers of

sugar are British India, China, and Japan which have been importing
most of their sugars from the Dutch East Indies. Java supplied
about 82 percent of the average of 920,370 short tons (1)

imported by British India during 1926-29 and over 99 per cent

of the average of about 800,000 short toms during 1930-32, in

spite of the fact that India has been one of the great sugar
producing countries of the world.

China obtained 34 per cent of her annual imports of 827, 700
short tons of sugar in 1926-29 from Java, and 32 per cent
(639,380 short tons) in 1930-32. The Philippines supplied only
3,2 per cent of the total Chinese imports in 1926-29, and 0.8
per cent in 1930-31. China stopped the importation of Philippine
sugar in 1932,

Most of the sugar impofted by Japan has come from Formosa.
The Japanese sugar imports were used chiefly for confectionery
products and other sweets for export. Japan received 88 per
cent of her annual sugar imports of 411,798 short toms:6in
1926-29, and 93 per cent of her total imports of 177,568 in
1930-31 from Java., The Philippines supplied only 1.8 per cent

TI) ¥ 5. D.&. Yearbook, 1930, p.702, Ibid, 1934, Pp, 44o-4g1




of the total Japanese imports in 1926-29. Since 1930 Javan
has imported no Philippine sugar,
The Philippines might also sell part of her sugar ppvoduction
to Australia and New Zealand if preferential agreements could
be adopted between these countries, w@ich would encourage the
production of goods in the country haégﬁé comparative advantage.
The market has been better in British India, China and
Japan for Javan sugar, than for sugar from the Philippines or
Cuba, due to- the great influence of the British, Chinese and
Japanese sugar producers in Java who were also exporters to the
above countries. Another advanitage of Javan producers has been
their lower costs of vroduction compared with the Philippines.
The United Kingdom has been the most important market for
Cane Sugar among the European importers of sugar, as the other
countries have imported sugar from the beet—surplﬁs areas of
Europe. Of the average imports of 2,030,030 short tons into
the United Kingdom in 1926-29, 10,576 tons came from Java and
748,134 from Cuba. During 1930-32 the sugar exports of Cuba
and Java to the United Kingdom amounted to an average of 698,
773 and 178,945 short tons, eonstitutuing 3.05 and 7.8 per cent,
respectively, of the total imports of 2,285,766 Bhort tons during
this period. (1)
Great Britdain imported an average of only 18,830 short tons
from the Philippines in 1900-09. This had increased to an
average of 21,303 during 1910-17. Since 1917 imports of Philippine

sugar were discontinued.

(1)U.S.D.A, YearBook, 1930, p.702; Ibid, 1934, Pp, Ll4o-Lgl;
DI‘. 0. C. Stine’ U.S.D.A.’ Bu. Of Agr' Econ., 193“_ (a-l'ranged).
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Philipoine sugar has not been able to compete with sugar
from Java and Cuba in the British market for several reasons;
first, because some of the principal English importers have had
capital invested in Java and Cuba; second, because the sugar
industry of Cuba and Java has had technical sales organizations
with selling agencies in the large sugar marketing centers of
the world; and, third, because of the low cost of producing
Cuban and Javan sugar. If perferential treaties could bve
concluded with some of these leading markets there would be a
possibility of creating new markets for Philippine sugar outside
the United States, prior to the attainment of ocomplete Philippine
Independence.

Possibilities of
Increasing Domestic Consumption of sugar in Philippines. There

is also some possibility of increasing the domestic sale of sugar
in the Philippines because the per capita consumption of sugar in
the Archipelago is still quite low. A comparison of per capita
consumption in sugar in various countries shows that the Philippine.
ranked 28th in 1932 among 51 countries studied (table 44), 1In
1930-32 the Philippine per capita consumption of sugar of 35

pounds was 14, 11, and 31 pounds, respectively; more than in

Java, Japan and China.

The people of Oriental countries such as the Philippines,
China and Japan have low consumption of sugar due partly to the
effect of the climate, but mainly to the fact that the veople
are not in the habit of utilizing sugar in preparing their food.

The use of sugar with Coffee, tea, and cocoa ae well as in making

pastries, ice cream, soft drinks and for preservation of farm



Table 43. The Three Groups p?r)Capita Consumption
in the viorld. ‘'~
(1923-24, 1927-23 average)
(raw basis)

High consumption : Medium consumption : Low consumption
Countries Pounds Countries Pounds  Countries Pounds

per per per

capita capita capita
Australia 129.0 Argentina o8 Mexico 20.0
United Netherlands o0 Philippines 25.4
States 112.2 Austria 00 Spain 25.0
Denmark 111.0 Czecho- Hungary 23.3
Great slovakia 59 Poland 23.0
Britain 91.0 Belgium o4 Italy 19.4
New Zealand 90.2 Brazil o0 Peru 18.3
Cansada 90.0 France 49,3 Russia 14.1
Cuba 89.0 Germany 47 .0 Japan 13.2
Switzerland 83.4 Java 12.1
Sweden 80.0 China 5.0

(1) C.J. Robertson; Consumption Trends and Problems,
Faets about Sugar. (International Institute of
Agriculture, Rome), Vol. 27, no. 9, September
1932, pp. 377-379.



Table 44, Per Capita Consumption of Sugar i?l)
Various Countries, 1930-1932.
(raw basis)

High consumption : Medium consumption : Low consumptlon
Countries Pounds Countries Pounds Countries Pounds

rer per per
capita ‘ capita capita
Hawaii 191.3 Hollend 74.2 Fhilippines 35.0
Denmark 113.0 Puerto Rico 71.0 British
Australia 112.0 Norway 70.3 Yest Indies 35.0
United Argentina 70.1 Central
States 109.0 Austria 07.2 Americe 31.0
New Zealand 107.2 Belgium ol.2 Egypt 28.0
Canada 9¢6.0 Czecho- Syria and
Switzerland 9.0 slovakia 00.0 Palestine 27 .3
Great Britain 92.0 Chile 99.9 Spain 27.2
Sweden 91.2 Finland 23.0 Hungary 27 .04
Cuba 89.9 France 90,0 Mexico 20.4
Germany o94.2 British
British South India 2o.0
Africe 50.0 Poland 25.6
Latvia 50.0 Greece 24 .4
Malay States 47.09 Portugal 24 .32
Uruguay 45.0 Japan and
Brazil 44,5 Formosa 24 .3
Algiers, Java 21.2
Morocco & Peru 21.0
Tunis 40.2 Persia 20.0
Italy 19.3
Russia 19.3
Jugo-Slavia 1lo.0
Siam 14.0
Rumania 12.2
Turkey 12.0
San Domingo 0.0
Chins 4.3

(1) A.A. Roberts, The American Sugar Refining Company:
1934. (arranged)
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products for home use or for exports could be increased by
demonstrating the uses of sugar to the veople. The low real
income of the people in the Orient is another factor that explains
vartly the slightly low consumption of sugar in Asiatic countries.
That it may be possible in the future to increase the sale
of Philippine sugar in domestic and other Oriental markets is
indicated by the fact that the per capita consumption in the
Philippines has increased from an average of 25.4 pounds in 1923-24,
1927-28, to 35 pounds in 1930-32., (Tables 43-U44)., Japan-Formosa's
consumption also increased from an average of 13.2 pounds in 1923«
24, 1927-28 to 24.3 pounds in 1930-32. (1). i
Possibilities of Developing Alternative Exports. The Philippine

Government, because of the present limitation of sugar production
and exportation, should aid the sugar industry by developing
altefnative exports. The chief Philippine exgprts at present are
sugar, ;oconut products, Manila hemp, maguey, tobaceo, and lurber.
The products most needed by the Philippinos are cottong goods, meat,
dairy producte, wheat flour, silk, automobiles, electrical equipment,
and miscellaneous manufactures.,

The best places for the Philippines to obtain cotton goods
are the United States, Great Britain and Japan. The United States,
Australia and Canada can supply wheat flour to the Archipelago
at low prices. Meat aﬁd dairy prdﬁucts can best be supplied by
the United States, lustralia,‘ﬁew Zealand and Canada, Silk and

menufactures can be imported from Japan, China, and the United States

(1) ¢. J. Robertson, Consumption Trends and Problems, Facts about
Sugar, Int. Inst, of Agr., Rome, Vol, 27, Noi 9, Sept. 1932
Pp. 377-379.



at much lower prices than from other countries of the world.
The United States, Japan, China, and Germany can supply paper
and manufactures to meet the needs of the Pilipinos.

The sugar producers in the Philippines should produce
other agricultural commodities that do not compete with the
American products in the domestic market. These tropical
agricultural products must not be bulky and must be able
to stand the long ocean journey, and at the same time have
relatively high unit value as coffee, cocoa, tea, silk, rubber
and Cinchona. These commodities can be sent free of duty to
the United States.

Coffee was imported by the United States to the total
amount of $302,000,000, in 1929 from Brazil, Columbia, Venezuela,
Guatemala, Mexico, the East Indies and the Netherlands., (1)

The United States imports of cocoa was $49,000,000, in 1929,
secured from British West Africa, Brazil, Dominican Republiec,
Ecuador, Trinidad, Tabago and Venezuela. The United States
imports of tea amounted to 826,000,00?9 in 1929, coming from
Great Britain (re-export); Ceylon (and other British East Indies)
and Brazil, to the total value among the Agricultural products
imported amounting to $427,000,000. The United States imported
gilk from Japan, China, Hongkong and Italy. The United States

(1) Rovert Aura Smith, ‘'zcde Preference Sought by Leaders in
Philippines. The New York Times, Sept. 23, 1934, Pp. 1-2,



in the same year imported from the Dutch East Indies &t
monopoly vrices, Cinchora bark costing $552,325.00 and
$1,297,353. worth of Quinine salts. The United States
bought pepper from the Dutch East Indies and British
India costing $7,8307,428, in 1929.

All of these imports of tropical products of the United
States could be grown in the Philippines in largeamounts. The
production of coffee in.1912 in the Philippines was only &6
Metric tons having a total value of $34,379. but in 1932
production was increased to 1,090 Metric tons with a total
value of $317,790. While Cacao, in 1912, amounted to T
Metric tons having a total value of #33,407., production
expanded to 1025 Metric tons in 1932 ®ith a total value of
$455,265.(1) The production -of tea and silk has not been
commercially developred in the Islands, Tea has been growing
wild in the Philippines for years, while Mulberry trees were
growing vigorously on the campus of the College of Agriculture,
University of the Philippines when the writer was a student
there several years agc.

Government aid to producers will be necessary to stimulate
the cultivation of these plants in large quantities. The
Philippine Government should give encouragement and assistance
to her infant industries. This can be done by research and
demonstration work as has been applied to the vrincipal industries

of the Philippines by the different departments®of the Insular

See Page ___149



Government., The infant industries must be subsidized until
they reach a stage of development that will enable them to
compete with other producing countries. Possibly the funds
created from the processing tax provided for in the Costigan-
Jones Act might be used as a subsidy to encourage the develop-
ment of alternative voroducts.

Possibilities”of Reciprocsl. Agreements. with Foreign Countries.

Alternative Outlets or Alternative Exports. Preferential

trade agreementi\might be made between the Philippines and
Japan. Japan will need sugar and other Philippine products
for her expanding population. The sugar industry in Formosa
can not expand very much because the rest of the area is
devoted to the production of other products, especially rica.
Although the sugar industry of Formosa has received aid from
the Japanese Government, the cost of production is much higher
than that of either the Philivpines or Java., Japan could
import more sugar from the Archipelago in exchange for Philippine
imports‘of cotton, paper, silk, iron, steel and manufactures
which will naturally decrease the Island's imports of these
commodities from other countries, ©Silk and manufactures can
be supplied by Japan at low prices because the cost of produc-
tion is low, causing the Philippines to reduce her imports of
them from Great Britain, the United States and China. Japan
could also supply electrical machinery and appliances causing
the Philippines to reduce her imports of them from China,

A reciprocity agreement could well be extended %o Ch;na

by the Philippine Government, Chipa can produce more silk

and manufactures and cotton goods because she is very well



sulted to the production of these commodities. The Philivpines
could import more of these goods from China and reduce her
imports from Japan and France. The Philippines can produce
commodities needed by China as sugar, lumber, cordage, coconut
oil, etc. at a comparative advantage.

The Philippines might sign a reciprocity treaty with
Australia as the latter country is producing meat and dairy
products and wheat flour under advantageous conditions because
the soil, climate and labor are well adapted to these vroducts.
Australia could import sugar, Manila hemp and such products
from the Archipelago wherein the Filipinos enjoy a comparative
advantage in production.

A preferential treaty might be arranged between the
Philipvines and Great Britain. The United Kingdom, once the
world's leading lenders of capital, might offer credit which
could be repaid in sugar, Manila hemp, lumber, coconut oil
and tobacco leaf. The United Kingdom was once a greater importer
of Philippine sugar (Chapter I). She could advantageously
reduce sugar product;on since her costs of production have
been much higher than that of the Archipelago. The Islands
can advantageously buy cotton, iron, steel manufactures,
electrical machinery, apparatus and appliances from the United

Kingdom.
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CONCLUSIONS

This study of the sugar industry of the Philipvines,
1ts relation to producers in competing countries and the
effect of recent United States Congressional Legislation
upon the industry indicates that there ig probably no single
solutlion to the problem now facing’the sugar industry in the
Archipelago. That the industry faces a crisis is apparent,
to surmount this crisis will probably require a combination
‘of different methods.

Three possibilities suggest themselves: (1) curtailment
of production of those commodities subject to export quotas;
(2) producing other products to replace those whose production
has been curtailed; (3) reciprocity treaties made with the
United States and other countries in order to find outlets
for Philippine products.

The limitation of sugar imports to the United States
market and the difficulties involved in finding alternative
markets to replace the American mariet indicates that there
must be a reduction in the amount of sugar produced in the
Islands., To avoid a resultant decline in National Income
will require the develooment of substitute products that can
advantageously be produced both for home consumption and for
export.

Several sugar planters in the sugar producing districts
of the Philippines have atarted to diversify and practice crop

rotation. The growing of cash and food crops and the practice
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of crop rotation if widely adopted will greatly benefit the
sugar planters of the Islands provided proper organization
and administration of agricultural production is inaugurated.
Diversified agriculture would aid sugar planters by reducing
the risks of total failure. The producer is so dependent on
factors beyond his control; weather, insects, plant diseases
as well as prices that production of sugar alone entails a high
degree of risk, A sugar oroducer must pay his living expenses,
labor, taxes, interest and other operating costs. A crop
failure when sugar is the only crop raised is a serious problen.
Diversification in the Philippines through producing other
agricultural products would result in advantages to the economic
life of the Filipino people. It should raise the standard of
living in the agricultural population because diversification
provides a form of insurance against heavy losses caused by crop
failure or lost markets. Consequently, farm income, wages and
employment would be more stable, The larger quantity of production
which would result from the fact that the laborers on the (sugar)
plantations would be kept busy for a longer period of tiie through=-
out the year should increase the buying power of the Filipino
people thus creating a greater demand for manufactured commodities.
The administrative ruling approved by Secretary Wallace of
the United States Department of Agriculture permitting Filippino
sugar planters to grow tobacco is not the best method of helping
the Philippine farmers (Discussed in Chapter VIII), This is
because Philippine tobacco 1s already competing with American
tobacco. Only if markets outside of the United Statee can be

v Fatee
R

!
found for Philippine,pwill this ruling be of aid to the Filipinos
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The better solution would be to encourage Philippine planters
to produce such commodities as cinchona, coffee, tea, rubber,
troplcal fruits and silk, that do not compete directly with
products produced in the United States.

In addition to the adoption of a more diversified economy
fostered by the Philipvine Government, attempts should be
made to modify the restrictions placed upon Philippine exports
by the McDuffie-Tydings Act of 193k, ’

As a result of the free tfade relations that has been
"exis%ing between the United States and the Philippines, the
Filipinos have become almost completely dependent upon the
American market as an outlet for'her vroducts. Consequently,
the United States is under some moral obligationsto agree to
a program that will not be too drastic in its effect upon the
economic life of the Filipino people.

In 1933 the Archipelago ranked nith in importance. as a
buyer of American products. The limited quota for thlippine
sugar and other products that may enter the United States
during the transition period, prior to conplete 1ndependehce,
along with the export tax placed on the export of the Philippine
products to the United States will force a curtailment of
Philippine ﬁurchases of American goods. The exchange of goods
that has taken place between these countries has been mutually
beneficial and if the above facts are kept in mind it would
seem that a modified trade agreement might be enacted that
could be advantageous to both parties.,

Unless the United States is willing to deal reasonably
with the Philippines during the transition period prior to
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the granting of independence, the Archipelago will naturally
feel justified in placing high tariff duties on American
products subsequent to the attainment of complete indepen-
dence. Not only should the United States agree to a modi-
fication of the present drastic legislation which will prove
80 disastrous to the Archipelago but they should also aldow
the Philippines to arrange reciprocity treaties with other
coumtries. The Philippine Govermment could greatly aid

in surmounting the present difficulties by negotiating
reciprocal treaties with Japan, China, Australia, New Zealand
and Great Britain, thus giving the Philippines a wider market
for her exports, which would result in a more stable internal

economy for the Archipelago,
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Appendix A

Public Revenue from Sugar Industry in lSSl.‘l)

Classes of taxes : Dollars
Sales, manufactures' and income taxes 2,239,384
Iand and property taxes 1,323,669
Wharfage taxes, tonnage dues, and import duties .
on supplies purchased by the industry 2,646,991

Excise taxes on distilled spirits from molasses
sold and on gasoline, o0il, etc. purchased by

the industry 3,197,975

Miscellaneous license taxes 827,800

Total taxes paid by the sugar industry 10,255,819(2)

(L) Rafael R. Alunan, Now, The Past, Present and Future of Philippirne
Sugar Industry, Vol. 18, No. 49, Oct. 15, 1932, p. 13.

(2) This tevenue represented 0.046 cents 4 pound on total production,
0.05 cents per pound on exports or $6.82 per capita for the people
engaged in the industry.
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Appendix C
Txporters of Philippine Sugar, 1917-27.(1)
: : Total :No. of : Average
: : exports :'years ! exports
Shippers tNationality: 1917-327 :opera=- : 1217-27
: :(long tons):tion  :{lonz tons)
Asturias Sugar Central Spanish 5,750 1l 5,750
Bank of the Philippine Islands Filipino 11,200 1 11,200
Calamba Sugar Zstate American 115,686 6 19,281
Chinese Chinese 630,998 10 63,100
Campanie Generaral de Tabacos de

Filipinas and Bais Spanish 443,117 11 40,283
Hijos de I. de la Rama Filipino 10,362 3 3,454
Ker & Company British 28,818 9 3,202
Ledesna Filipino 3,478 1 3,478
Lizarrage Hermanos & Kabankalan

Sugar Compeny Spanish 30,326 4 7,582
Macleod & Company British 1,441 1 1,441
Mindoro Sugar Company American 2,050 1l 2,050
North Negros Sugar Company and

Victorias Milling Company Filipino 143,773 8 17,972
Pampanga Sugar }Mills American 148,005 6 24,668
Pampanga Sugar Planters Assoclation

(A. B. Honorio) Filipino 13,581 1l 13,581
Pacific Commercial Company American 114,153 10 11,415
Philippine Sugar Central Agency,

Philippine National Bank Filipino 611,832 7 87,405
Quarter Master Department, U. S. A. Amsrican 14,466 3 4,822
O. Ranft British 13,691 2 6,846
Salvador Serra Spanish 3,872 1l 3,872
Smith, Bell & Company British 136,025 11 12,366
W. F. Stevenson & Company British 121,858 11 11,078
San Carlos Milling Company American 77,114 10 7,711
Viegelman & Company German 4,474 2 2,237
Vda, de P. P. Roxas Filipino 2,487 1 2,487
Yarner, Barnes & Company British 498,068 11 45,279
Welch-Fairchild & Company, Hawaiian- '

Philippine Company American 157,149 11 14,286
Ynchausti & Company and La Carlota Spanish 88,200 3 29,400
Various 102,968 10,297

Total 2,534,942 321,358

(1)

Facts and Statistics about the Philippine Sugar Industry, 1928, table 10.



EXPORTS OF SUGAR FROM THE PHILIPPINE ISLANDS

Year Total to 811 Countries Total to United States Per cent to U.S.
Metric tons Metric tons
(z204.5 1bs.) (2204.6 1bs.)

Average 1860~69 57,343 12,720 22.1

" 1870-79 108,176 43,298 40,0

" 1880~89 181,653 104,617 57.5

" 1890~-89 192,351 32,384 18.8
1900 65,191 2,152 4.0
1901 56,873 5,226 10.0
1902 98,596 5,120 5.0
1903 85,308 29,315 24.1
1904 87,053 25,898 28.1
1905 108,499 43,592 41l.4
1906 129,454 11,858 9.3
1007 127,917 10,989 8.0
1908 144,735 46,707 35.0
1909 129,328 53,073 47,2
1910 121,472 100,700 85.0
1911 209,044 187,659 91.0
1912 197.076 133,879 71.4
1913 157,324 30,717 0.0
1914 236,498 169,530 74.0
1915 211,013 82,841 45.0
1916 337,490 131,885 45,0
1917 205,908 62,378 44.0
1918 273,258 106,181 52.4
1919 136,060 22,159 25.0
1920 180,341 123,937 77.0
1921 289,876 150,479 58,0
1922 362,072 244,852 70.0
1923 271,983 230,555 87.0
1924 357,830 300,867 89.0
1925 546,832 463,989 89.0
1926 411,232 341,306 88.0
1927 553,324 508,317 94.0
1928 569,938 534,229 95.1
1929 695,868 670,953 98.C
1930 743,980 737,195 99.6 .
1971 752,932 752,284 99.9
1932 1,016,568 1,016,266 99.9

Philippine Bureau of Commerce and Industry, Statistical Bulletin No. 3, 1920
Annual Report of the Insular Collector of Customs, Manila, 1933



Appendix E
Comparative International Exports of Sugar

(Computed from Yearbooks of U. S. Uept. of Agriculture, and monthly summaries
of Foreign Commerce)

Year Philippines Cuba Dutch Fast Indies Hawgii Puerto Rico
Short tons Short tons Short tons Short tons Short tons
. 1904 95,959 1,229,583 1,159,122 370,434 129,647
1905 119,598 1,206,458 1,157,328 421,677 135,663
1906 142,697 1,321,850 1,098,604 385,120 205,277
1907 141,003 1,455,219 1,316,112 468,274 204,079
1908 159,541 995,509 1,411,847 538,785 244,257
1909 142,558 1,603,323 1,386,964 541,712 284,522
1910 133,898 1,932,871 1,312,899 585,297 322,919
1911 230,039 1,596,275 1,476,150 540,099 267,145
19012 217,238 2,128,525 1,471,109 602,733 382,700
1913 123,429 2,738,450 1,411,650 567,342 320,633
1914 260,690 2,787,341 1,456,317 571,631 320,633
1915 232,599 2,865,999 1,329,235 640,242 294,475
1916 372,000 3,282,242 1,595,611 598,045 424,955
1917 226,970 3,220,859 1,305,464 663,139 488,943
1918 301,213 3,646,958 1,412,556 540,454 336,788
1919 149,971 4,497,887 1,697,652 607,797 351,910
1920 198,789 3,492,623 1,669,534 528,012 419,388
1921 319,530 3,205,265 1,848,708 540,201 409,407
1922 399,112 5,581,371 1,582,691 595,812 469,889
1923 299,807 3,818,889 2,104,473 597,539 355,423
1924 394,436 4,379,014 2,070,679 585,694 372,041
1925 602,773 5,435,097 2,279,229 712,854 571,559
1926 453,301 5,227,219 1,914,463 876,388 578,811
1927 453,301 4,645,002 2,202,130 712,057 574,689
1928 628,242 4,389,253 2,827,302 823,793 605,620
1929 767,055 5,543,887 2,680,686 887,061 471,269
1930 820,089 3,598,333 2,468,948 839,017 721,217
1931 829,957 2,997,603 1,739,182 928,449 806,825
1932 1,120,572 2,959,775 1,668,463 1,018,077 912,169
1933 1,150,000 2,735,308 1,269,145 2,075,000 1,525,000



-

(2)

United Ttatas Covernmentsl Jutlicatlons
(1), sets of Crnarraagsg,
"ict to revisc and arind tho tariff lavws of tha
hilionins irchivelazn," 07th Cong., lst sess.,

3
s 1902.
.

X f g’ o
SR 7, cha B, 1600, ’

"An Act allowing frae sntryr of Fhilipo’ne sugar
after lay 1, 1915, &4th Cong., lst sess., Public
Yo. 81, ch. 93, 1913.

"act to enable the neoonle of the rhiliopine Ta-
lands to adept a ccnastitution and form a government
for the Erillpolne Islands, to provide for the inde=-
pendence of the saﬁe, and for other purposes," 72nd
Cong., 2nd sess., ruolic 311, ch. 11, Jan. 17, 19233.
(Hare-?axes-Cutting Leta)

"4 Proclamation by President of the TUnited Statse
in decreasing ratces of duty or suzar, to egualize
differsences in costs of »nroduction, No. 2085, ‘tiay 9,

1034.

"Aact to amend the marlff Asct of 1930 with powsers
T

ar
conferred on President for expanding foreign marksts
for United States products, 73rd Cong., 2nd SCS5S.,

Public YNo. 316, ch. 474, June 12, 1234.
"an sct to provide for the complete independence

of the Philipoine Islands, to provide for the adoptiotn

of a constitution and a form of governnant of the

Philipnine Island ard for other purposes,” 73rd Congress

2nd sess., Public No. 127, 1934.

Government Doecunents and Eeports United States Cone-
ional Tecord
75"d vcvﬂ'*“ﬂ T. 78, Jan. 4, 1934, "Philicopine
Indepwndcncu.
73rd Concress
Trade Barriers
1033,
T. S. Dept. of sgricvlture

, gs., Senate Doc., 70, "Terld
n Relation tec imerican Zcoriculturs,”

- Agricultuvral 1d3u*“nbﬂt Administration. Press
Releﬁses and Yews Digest on Svgar guotas and djust-

ment, 1934.

- Bu“eﬂu cf Agricultural “lconomics. Torsizn and
Agricultural Serv1ce.

- United “tates .gricultural Trade wltlhi the Fhilip-
pine. F. 2. 392, 1920.

- Agricultural Frice-Zupporting ileasures in Foreizn
Counfrlus, F. 8. 56, 19222,

- Foreign Crops and Jarizots (weelly issues), 19231
ldu‘.

- Yaarbook of sgrievliurs, (annual), Sugar Statis-
tics, 1001-1233.
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Pureau cf Census
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Bureau of Custons
Annual Hsport of the Insuvlar Collector of Customs,
19-30.
Departuent of igriculture and Natural Hesources;
Annual TReport, Dec. 31, 1933,
Peport of the Philippine Commissicn, V. 4, 190C.

(9). 8igned Bulletins and Contrihuticns

Asuncion, silvestre, The Growing of Sugar Cane in the
Philippines, Bu. of igr., Manila, Cir. No. 1867,
1985

Fairenhild, Geor ge He, Comparative Statement of Zxports
of Sugar from Philippine Ports, Yearbook of the
Philippine Islands, 1920.

Forbes, C. ., Torcester, D. Co
The Friar—ldlu Inquiry, nil:
Manila, 19210,

and Carpentey, P. ™,
D

Hines, Cleve 7., Canz rreciuchicn and Zugar llanufac-
ture in the Failivpine lslandz, 2ur. of igr.,
lfanila, Sul. Yo. 3%, 19192,
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Jenks, L. il., Cur Cuban Colony, Vanguard Fress, ew
~ York, M¥Mar. 1928.
National Induvstrial Conference Rocard, Trends in the
Foreign Trade of TUnited States, Wew York, 1930,
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Manila, 1928, ‘ ' ,
Pratt, Zdward Iwing, International Trade in Staple
commodities, MelGraw~Iill Book Co., New York, 1928
Scaultz, Eenry, Statistical Laws of Demand and
Supply with special application to Sugar, University
of Cnicago Press, Chlcago, 1924. “
Taussig, P. V., Some Aspects cf the Tariff fuestions,
Cambridge, iass., Harvard University Press, 1931.
Timoshenko, VWaQLLir P., World Agriculture and the
Depression, liichigan Business 3tudy, V. 5., Univer=-
sity of liichligan, 1933.
Wllllams, BenJamln Y., Tconomics Foreign Policy of
the United 3tates, icGraw-Hill Book Co., New York
1028 ;
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2 Cubhgn Situation and OGur
ington, D. C., The Brookings

IV Periodical Articles and Niscellaneous.

Ssugar Trade Journals :
Su aT Central & Planters Tews 5. Manila .
InternatJ_onal Sugar Journal , Menchester
Sugar liews ,nbﬂll&
Facts Abcut Sugar , New York City
Lamborn & Co., New York
*illet & Gray, Statistlical Dept. New York

Alunan, Re Rs, "”he Past, Present and future of the
Philippine Sugar Indusiry," Lkow, The lew Independsnt
Teekly, Manila, V. 12, To., 49, Cect. 15, 1032,

Alvnan, T %, and rawes, “. T. "The Case of rhilippine
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