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INTRODUCTION

The Commission on Cuban Affairs was organized in response to

an invitation extended on March 28, 1934 by President Carlos Men-
dieta to the president of the Foreign Policy Association, a non-

governmental body devoted to education and research. Accepting the

invitation on the understanding that the Commission would be wholly
unofficial in character and would work in complete scientific inde-

pendence, the Foreign Policy Association selected the following mem-
bers for the Commission on Cuban Affairs:

Raymond Leslie Buell, President of the Foreign Policy Association (Chairman).
Frank Whitson Fetter^ Associate Professor of Economics, Haverford College.
Frank Dunstone Graham, Professor of Economics, Princeton University.
Ernest Gruening, formerly editor of The Nation, Member of the Board of

Directors, Foreign Policy Association.

Helen Hall, Director of Henry Street Settlement, New York.
Leland Hamilton Jenks, Professor of Social Institutions, Wellesley College.
Wilson George Smillie, M.D., Professor of Public Health Administration, Har-

vard University.
Charles A. Thomson, specialist in Latin American affairs of the Foreign Policy

Association (Secretary).
Lester MacLean Wilson, Professor of Education, Teachers College, Columbia

University,
Milburn Lincoln Wilson, Director of Division of Subsistence Homesteads, De-

partment of the Interior, Washington.
Carle Clark Zimmerman, Associate Professor of Sociology, Harvard University.

The first members of the Commission arrived in Cuba in May
and the others followed a few weeks later. After visiting every prov-

ince, including the Isle of Pines, the Commission returned to the

United States on July 23, The members then separated to write draft

chapters of the report. The Commission re-assembled on September
jo at Richmond, Massachusetts, for a week's intensive work on the

report*

The Commission visited Cuba at a time when careful investigation
was rendered unusually difficult. The recent revolution had destroyed

many records and thrown government offices into confusion. The

prolonged political crisis which marked our stay further increased

the task of obtaining access to official sources o information* In view

of the troubled period through which Cuba is ixow passing, the
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mission believed that prompt completion and publication of the pres-

ent document was of greater importance than the preparation of a

more detailed report over a longer period of time. While a number
of investigations have been conducted in the past into particular phases
of the Cuban situation and have proved useful to the Commission, no

body of information at all has hitherto been available with respect

to several fields which the Commission has studied. We hope, there-

fore, that the accompanying report will serve not only to stimulate

discussion as to the solution of immediate problems, but also open

up fields of social and scientific investigation which may later be

plowed more deeply by others, Cubans and Americans alike.

Originally it was intended to have Cuban members on the Com-
mission. But as a result of unexpected political developments and the

advice of numerous representative Cubans, the character of Cuban

participation in the work of the Commission was changed from a

basis of active membership to that of, private and non-official coopera-
tion. Leaders of political groups, both those which supported and
those which opposed the government, warmly endorsed this study.
In this connection the Commission wishes to express its gratitude not

only to government officials, but also to the scores of Cubans repre-

senting every walk of life who gave generously of their time, counsel

and assistance. It wishes also to thank a large number of business

organizations who went to great pains to provide the Commission
with data. Only the aid of these groups made it possible to surmount
the handicaps caused by existing conditions and to complete the

report.

Throughout the course of its work the Commission has en-

deavored to keep two objectives in view. The first was to assemble

from all available sources the relevant facts of Cuban life; the second

to outline certain possible solutions for the principal economic and
social problems of the country. No attempt is made in this report
to speak in terms of finality or to advance novel suggestions. Nearly
all the proposals set forth in the following pages have been previously
made by Cubans themselves- The primary advantage of this report
is that it has been prepared by people who have long studied economic
and social questions, are deeply interested in the future of Cuba and
have been able to approach its problems with a relative degree of

detachment

While the conclusions of this report have been tibe result of com*
mon discussion and agreement* subject to reservations made m tins
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text, primary responsibilty for the collection and analysis of 'data rests

on individual members as follows: Mr. Fetter, public finance and

public debt; Mr. Graham, currency, credit and diversification; Mr.

Gruening, public utilities; Miss Hall, social welfare; Mr. Jenks, sugar;
Dr. Smillie, public health; Mr. Thomson, labor; Mr. Lester Wilson,

education; Mr. Milburn L. Wilson, soil, forestry and agricultural

questions; Mr. Zimmerman, family organization, standards of living

and rural life.

The Commission is indebted especially to Prof. Joseph P. Cham-
berlain and Paul U. Kellogg of the Board of Directors of the Foreign

Policy Association, and to Dr. Fernando Ortiz and Dr. Herminio Por-

tell Vila of Cuba for reading the manuscript and offering many useful

criticisms; Dr. C. Arias Delgado of the Cuban Department of Agricul-
ture and Dr. Ventura Dellunde for many days of tireless effort in

Cuba; William T. Stone, vice president of the Foreign Policy Asso-

ciation, for handling many details; Robert S. Huse, Jr., Assistant

Secretary of the Commission, Miss Delia Goetz and Miss Laura Chase

for conducting a highly efficient secretariat; and Mrs. Vera Micheles

Dean and Miss Helen Terry, of the Foreign Policy Association staff,

for editing the volume. Finally, the Commission is grateful to the

Rockefeller Foundation for meeting all the expenses of the project.

Needless to say, the members of the Commission alone are responsible
for the contents of this report.
A Spanish edition, entitled Problemas dc la Nueva Cuba, for cir-

culation in Cuba and other Spanish-speaking countries is being issued

simultaneously with the English edition. For the work of translation,

the Commission is indebted to Dr. Herminio Portell Vila and Dr. Jos6

Tercero.
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CHAPTER I

THE REVOLUTION

When the people of Cuba rose in August 1933 to drive Machado

from the country, they voiced an intense desire not only to free them-

selves from a personal dictatorship, but to remove the abuses of a

political and social system which Machado had come to symbolize.

"Revolution" was a word which, following Machado's overthrow,

summarized the widespread demand for sweeping reforms in eco-

nomic, social and political life.

During the past year many of the energies unleashed by the revolu-

tion have been frittered away; revolutionary forces once united for

the purpose of overthrowing the Machadato are now divided against

each other; few of the fine projects outlined in party manifestoes have

been carried into effect; the country has entered on a new period of

disillusionment, if not pessimism. Our purpose in this chapter is to

explain how the revolution of 1933 to k P*ace> what hopes it crystal-

lized, and why these hopes have not yet been fulfilled.

In 1895 the people of Cuba went to war to achieve national free-

dom from the rule of Spain. In 1933 they embarked on a second

revolt, to attain economic independence and security, and to free

themselves from political misrule.

It is a striking paradox that, as a consequence of its struggle for

political independence, Cuba lost control over its economic resources.

In comparison with the Latin-American, republics which had revolted

from Spain, Cuba enjoyed a prosperous existence during the first

half of the nineteenth century. Despite the existence of Negro slavery,

landownership was quite widely distributed, and in the country this

land was largely owned by Cubans*1

The revolts of 1868 and 1895 brought untold misery and wide-

spread destruction of property throughout the island, while the tecon-

centration policy applied by the Spanish authorities and the general

disturbance produced by fighting led Cuban farmers to abandon their

*Tacobo de la Peaaiela, Dfcdon&rio geo&AficQ, tstodisttea, hi$t6tko de U Ma de Cuba

VdL I, p. 59- AUo Kamiro Guorra y Sfadtm Axtwr y pobltKi&n en

PP* 47 &<i C**** #* to

I
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homes for the cities. As a result, many lost not only possession but the

title to their lands. Before 1894 Cuba had 90,960 farms, a number

which had decreased to 60,711 by 1899.

At the end of the war with Spain Cuba was confronted with an

army of veterans who needed land, and with a rural population which

had become completely disorganized. The American occupation of the

island had many commendable features, particularly in the field of

education and public health, but the occupation largely ignored the

problem of rural reconstruction, as did the Cuban Constitutional Con-

vention of 1900. The United States evacuated the island in 1902, after

obliging Cuba to accept the Platt Amendment,
2 which granted the

American government a standing right of intervention in Cuban

affairs. In the same year Cuba and the United States concluded a

reciprocity agreement which gave each tariff privileges in the market

of the other. Both of these agreements served to stimulate the en-

trance of foreign capital into the Republic.

i. The Old Economic System

Until the end of the World War, an economic system based prin-

cipally on the large-scale production of sugar brought a high degree
of prosperity to Cuba. This prosperity reached its peak in the famous

"Dance of the Millions" in 1920. Sugar profits went not only to

foreign mill-owners and stockholders but also to Cuban mills, colonos

and cane-cutters. In the following year came a crash. Colonos and
centralcs which had borrowed for the purpose of expanding produc-
tion could not meet their loans and in many cases lost ownership of

their properties. Unprotected by adequate reserves, Cuban banks were
forced to the wall. As a result foreign capital increased its control

over the resources of the island. Today the sugar industry, railways,
banks and public utilities are dominated by foreign enterprise.

Backed by seemingly unlimited credit, such enterprise brought
about a further expansion of the sugar industry, an expansion which
also took place in sugar areas in other parts of the world* The Inter-

national market soon became glutted; and despite the adoption of the

so-called Chadbourne limitation agreement, the price of sugar dropped
in the summer of 1932 to an all-time low of 0*57 cents a pound* The
future was so dismal that sugar proprietors were unwilling or unable

2 The Platt Amendment formed part of the United $tate$ Army Appropriation Act of 1901,
but was formally embodied in the Permanent Treaty of May 2
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to borrow sums necessary for replanting and cultivation, and Cuba's

vast sugar area began to dry up. In Cuban history, 1932-1933 was as

tragic a year as 1897-1898.

Many aspects of Cuba's economic life represent a general system
of industrialization which has aroused world-wide protest. There are

three major reasons which seem to justify the demand for a change
in the old economic system in Cuba. In the first place, the system
has proved highly unstable. It is difficult if not impossible to build up
a satisfactory kind of society when the country depends almost ex-

clusively on a crop the output and price of which fluctuate widely.

Jose Marti said, as early as 1883: "A people commits suicide the day on
which it bases its existence on a single crop." The high prices for sugar
obtained at the top swing of the circle may cause as much social

damage as the poverty resulting from the opposite extreme. Instability

seems to breed improvidence. During the Dance of the Millions the

Cubans of all classes expended their income with great prodigality;

virtually nothing went into savings or permanent improvements which
would have protected living standards.

In the second place, few independent Cuban farmers or business

men have made places for themselves under the existing economic

system, which has been controlled to a large extent by foreign enter-

prise. Owing to mechanical progress, the Cuban sugar industry must

inevitably be operated on a large scale. In order to supply the capacity

of enormous centrales, sugar companies have acquired absolute control

over thousands of square miles of sugar land. For example, a single

corporation, formerly known as Cuban Cane Products Company, con-

trols 771,025 acres of land; the Cuban-American Sugar Comany con-

trols approximately 520,600 acres, while the United Fruit Company in

Oriente owns 280,760 acres. By contrast, the number of Cuban sugar
colonos who own their own land is small, and the number of small

farms has declined during the past three decades*8

In the third place, the existing economic system has failed to pro-

vide a decent living for the Cuban people, nor does it today yield a

profit to the capitalist class. At one time the sugar industry paid com-

paratively high salaries to wage-earners and yielded a relatively

high return to the colono* But during the past five years the condition

of both classes of Cubans has been pitifuL Many colonos have worked

merely for their living, and have accumulated a debt which in some

cases exceeds the value o their land. During 1932 and 1933 the Cuban
* C p. 51,
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cane-cutter often worked for less than 20 or 30 cents a day, and fre-

quently did not receive the sum promised him, or received it in the

form of advances on the company store. Owing to the Grau decrees 4

and to a series of strikes, sugar wages increased so that in the 1934

crop cane-cutters were receiving as high as 80 cents a day. But this

sum barely provided them with food and clothing, leaving no surplus

for the dead season.

Under the most favorable circumstances, sugar mills grind only

four months of the year. The remaining months constitute what is

called the dead season, during which some of the sugar fields are sup-

posedly replanted and cultivated and the mill repaired. When the

mills are grinding at capacity, they can give employment during the

dead season to the larger part of the workers engaged for the crop.

But owing to crop restriction and the general economic depression,

the grinding season has been shortened in some cases to less than two

months while the dead season has been correspondingly lengthened.

What is even more serious, forty mills have closed down since 1926,

and few of the others have been replanting and cultivating during the

dead season owing to uncertainty as to the future* As a result, a state

of chronic unemployment has been created during nine or ten months

of the year among the thousands of Cubans who have depended for

their existence on the sugar industry.

In the cities and small towns, where the majority of the population
of Cuba lives, it is not possible for the unemployed to grow their own
food. The Cuban government has no organized system o unemploy-
ment relief, and the cities consequently present many depressing pic-

tures of partial starvation.

In the rural districts during the past thirty years few children have

had the opportunity to go to school; today, at least half the people are

illiterate. Little effort has been made to diffuse methods of hygiene
and agriculture, proper sanitation or housing, or to bring about the

development of community life. The government has had no program
for the reconstruction of the countryside or the development of an

independent landowning class. On the contrary, the sugar industry
has employed a large proportion of the population as wage-earners or

colonos, with little security of statu$~a condition which In itself will

not be changed by improvement of the sugar market* Havana has been
able to profit from the system, in the sense that it has attained a

grandeur which contrasts sharply with the cotmtryride. But thi
4 Cf. Chapter XH.
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only offers further evidence of the maladjustment existing in Cuban

economy.

2. The Political System

The people of Cuba have also revolted against a political system
which in the past has been marked by irresponsibility, unproductive-
ness and corruption. These defects may be attributed to a number of

social causes, the first of which is Cuba's colonial background. In 1837
the Cortes declared that the overseas possessions could not be governed
under the regular constitution of Spain, but should be given special

laws. At the same time it refused to seat the Cuban deputies. Cuba
was not given a legislative body of its own, however, until the degree
of November 1897. In the interval it was subject to the arbitrary rule

of a Spanish governor-general. As a result, unlike colonies of some
other powers, Cubans received no apprenticeship in self-government,
but were educated in the art of revolution and improvisation.

The second cause of Cuba's political defects has been the fact that

few Cubans have entered the field of private business enterprise. Retail

commerce has been dominated by the Spanish colony; the sugar in-

dustry, the banks, railways, public utilities and other enterprises have

been dominated by Americans and other foreigners. The Cuban coun-

tryside has offered few opportunities for the graduates of the Univer-

sity or the technical schools. Trained for the most part as lawyers and

doctors, many educated Cubans have sought an outlet in governmental

positions. The public treasury has served as the largest employer of

the Cuban middle class. In the absence of an economic and social

program, the government budget became fair game for politicians

who irresponsibly disposed of government posts, without regard to the

function which these posts were supposed to perform. The result was

widespread inefficiency and corruption.

Finally, the Platt Amendment served indirectly to underwrite the

worst features in Cuban political life* For, in eflfect, this Amendment
denied to an independent Cuba the right of revolution which the

Cuban colony had exercised to correct the abuses of Spanish rule.

As a result the Cuban politicians had little fear of popular revolt,

which in the absence of free elections is the only effective restraint on

irresponsibility and corruption. The abrogation of the Platt Amend-
ment in the agreement o May 1934 between Cuba and the United

States undoubtedly removed an outstanding obstacle to the develop-
ment of better government in Cuba.
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Largely as a result of these causes Cuban political life has been

dominated by almost complete irresponsibility. Under the 1901 Con-

stitution the system of administration rests on the national govern-

ment centered in Havana. This administration is headed by a Presi-

dent and a Council of Secretaries or Cabinet Ministers. The Cuban

President and congressmen must answer to the electorate at an elec-

tion held every four years. But throughout the history of the Cuban

Republic there have been few fair and honest elections. This has been

due to at least four factors: Cuba's Spanish colonial heritage; the ease

with which an electorate composed of large numbers of illiterate and

impoverished voters can be corrupted; the intimidation of the elec-

torate by means of the army and military supervisors; and the nature

of Cuba's electoral system. The Crowder Electoral Code of 1919 made
an effort to secure fair elections. But the code was soon emasculated;

and the elections held under the Machado regime were among the

most unfair and dishonest in Cuban history.

Once elected to Congress, many representatives and senators were

chiefly interested in voting laws appropriating sums for pensions and

public works from which they or their friends might profit, or laws

granting special concessions to nationals and foreigners. Their irre-

sponsibility was increased by Article 53 of the Constitution of 1901,

which declared that a congressman could not be prosecuted for any
offense, except with the consent of Congress, Down through the Meno-
cal administration, 372 indictments for the commission o criminal

offenses were brought against members of Congress, but only in one
case did Congress authorize prosecution. It was customary, moreover,
for Congress to enact an amnesty after each election suspending the

penalties for violations of the election laws. Membership in. Congress
constituted a virtual immunity from punishment for crime.

Dissatisfaction also arose with the system of provincial and mu-

nicipal administration. Under the 1901 Constitution, Cuba was divided

into six provinces, each with a governor and provincial council elected

by popular vote/*" They were supported by surcharges on municipal
taxes. Cuba was also divided into municipios, covering not only a city
but a rural area, which now number about 125. In the Municipal Ordi-
nance of Alonso de Caceres of 1574, the municipalities were granted a

considerable measure of autonomy. Although the ordinances remained
in force for nearly three centuries, the municipalities gradually lost

5"6 C. E, Rodriguez Herrera, "Admiaistraci6n ptiblica,"

(Havana, 1:933), Vol. I, p, 525 ft.
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their autonomy by virtue of the centralization policy applied by Spain

during the nineteenth century, which reached its logical conclusion in

a new law of municipalities enacted by Governor-General Concha in

1859. A measure of local independence was restored in an Act of 1877
which granted legislative and administrative functions to municipal
councils and mayors selected by such councils, subject to approval by
the governor-general.

7

In the Constitution of 1901 Cuba attempted to adopt the decen-

tralized municipal regime of the United States. The Constitution sepa-

rated the legislative and administrative functions of the council, and

provided that the mayor and council should both be popularly elected.

No legislation, however, was enacted to carry these provisions into

effect until after the 1906 revolution.

As a result of the work of an advisory committee established by
the second American intervention and composed of both Americans

and Cubans, the organic law of municipalities of May 19, 1908 was

enacted. The purpose of this law was to establish municipal autonomy
and to make the local governments responsible to the people.

8 Never-

theless the national or provincial governments retained the right to

suspend the mayors as well as decisions of the municipal councils and,

under certain circumstances, the national government also remained

responsible for sanitation and education. During the next decade,

moreover, the Havana government imposed many financial obligations

on the municipalities, which are discussed in a later chapter.
9

It fre-

quently suspended the decision of municipal councils in order to

benefit influential economic and political interests,
10 and made use o

military supervisors and rural guards in interfering with the mainte-

nance of local peace and order. By the time of the 1933 revolution the

municipalities were regarded by many Cubans largely as electoral

and taxation agencies of the national government, while the provincial

governments were regarded as political spoils of the party controlling

the government of Havana.

The failure to establish political responsibility naturally led to cor-

ruption and waste in the administration of public funds. For example,

P. Carrera JdstisB, Introduction a la historic de las institution's locales dc Cuba

(Havana, 1905), VoL II, p* ixaff.
* For a study ol this law, c Vcnegas Muina and Vcncgas y Pazos, Los munidpios cubanos

a tiravfo dc la jurifprudcntia (Havana, Bibliotcca JuHdica de Autores Cxibanos y Extranjcros,

1932)*
* C. Chapter XV.
* C. F. Carrera Jtistiss, El derccho pMico y fa autonomia munitipal: el jraude dc un

t&$men (Havana* 1913), p. xoi; idem, Discarso de cUusuro (Primer Congreso Nacional dc la

Uni6n dc Municipios Cubanos, 1926).
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the army under the Machado regime was supposed to have numbered

12,000 men; actually, there were only 9,000 soldiers, the salaries for

the remaining 3,000 places being paid over to Machado supporters

in the army. In addition to paying the salaries of actual office holders,

the Cuban budget contained a number of sinecures, or botellas, the

income from which went to political favorites. The lottery was also a

source of corruption.

Moreover, contracts for public works and the purchase of govern-

ment supplies were awarded on innumerable otcasions to political

supporters at excessive figures. No independent system of auditing the

budget existed, so misappropriations could not be detected. Dozens of

cases arose in which provincial and municipal officials were charged
with embezzling public funds, often for the purpose of conducting

personal political campaigns.
Cuban writers have lamented the fact that during the past thirty

years public works, education and sanitation have failed to make

progress, and have even retrogressed, although government expendi-
ture has increased by leaps and bounds. 11

During the eight years of the

Menocal administration which came to an end in 1921, the govern-
ment collected revenues amounting to $600,000,000; nevertheless

General Menocal bequeathed to the country a floating debt o

$46,000,000, without having made any substantial contributions to

social development.
Cuban political life before the revolution was also marked by the

granting of an excessive number of amnesties and pardons. From 1902
down through the first twenty-five months of the Machado adminis-

tration, a total of 7,759 pardons was granted. These pardons were not

only for political offenses, but also for the commission of crime

54 per cent of Machado's pardons, for example, being for the crime of

murder and manslaughter. Moreover, between 1902 and the downfall
of Machado the Cuban Congress enacted about forty-five general

amnesty laws, only a minority of which were limited to political
offenses*

12 This excessive use of amnesties and pardons obviously in-

creased the opportunity for corruption, demoralized the Cuban
judiciary, and gave an incentive, indirectly at least, to the commission
of crime.

" Carlos M- Trelles, JE/ progrcso y el retrocffso de la rffptf&lfca d* CM Reviita Bim*tr
Cubana, Vol XVIII, No. 4 3*8. Fernando Ortfo, La decwtenefa eubm# (Havana, Confcrcncia
de propaganda renovadora pronunciada en la Sociedad Econ6mka db Amigot dtl Pal** &$4).12 Of. F, Lla<sa y Argudfa, Lffglslaci6n sofa* amntstfas & jndttkw dt lot r#p$&tte# d# Ctt&ff

(Havana, 1953)* About half of these amnesty laws were passed tmder the Machstdo
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A number of devoted public servants and leaders of public opinion

struggled against these tendencies, but until the revolution they con-

stituted an almost helpless minority.
Such were the outstanding defects of the old political system.

These defects, which are by no means limited to Cuba, came to a

culmination during the administration of General Gerardo Machado.

3. The Machadato

General Gerardo Machado took office in May 1925, on a platform

pledged to economic and political reforms. At the beginning of his

first term, the President declared that he would not contract any new

foreign loans, and would serve as President for only a single term of

four years. The first step in his economic program was the enactment

of the Public Works Law of 1925 which authorized the construction

of much needed roads and public buildings throughout the country.
Under this law the 7oo-mile Central Highway and elaborate Capitol

building in Havana were constructed. In order to complete the financ-

ing of these projects, the President, ignoring his original pledge against

foreign loans, entered into transactions with the Chase Bank Syndicate

resulting by his second term in the increase of Cuba's public debt by

$86,600,000.

President Machado sought to encourage agricultural and industrial

diversification through the enactment in 1927 of a highly protectionist

tariff and other measures. He also attempted to stabilize the sugar

industry by adopting the principle of crop restriction, as finally em-

bodied in the Chadbourne plan* Graft and corruption, however, soon

became as rampant as in previous regimes. One reason for the rise of

corruption was Machado's wish to dominate the organized political

parties and secure a second term of office, despite his no re-election

pledge. Early in 1926 he induced the Liberal, Conservative and Popular

parties openly to unite on a policy of cooperation (cooperativisino)*

In the spring of 1927 the Cuban Congress, under his control, passed
a resolution of constitutional amendment which would extend his term

of office two years* In May 1928 a constitutional convention adopted
the principle of a single six-year term for the Presidency* That body
also passed a resolution urging Machado to accept a new presidential

period on the ground that this would be a single term under the

new amendment. The constitutional amendments adopted differed

fronj. th# profosals submitted by Cpngress, which, fead provided for
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merely a two-year extension of Machado's existing term. Article 115

of the 1901 Constitution provided, however, that a constitutional con-

vention could merely accept or reject the proposals submitted by Con-

gress. Since the 1928 amendments departed from this provision, a

number of Cuban lawyers declared that they violated Article 115. In

November 1928 Machado was re-elected for a second term, being the

only candidate for the office. The opposition contended that, in view

of the allegedly unconstitutional nature of the 1928 amendments, this

second term was illegal.

Machado dominated the three orthodox political parties by means

of the lottery and other inducements, but he could not by such means

control many labor groups, students of the University of Havana,
nor a number of political leaders headed by Colonel Carlos Mendieta,

organized in the Uni6n Naeionalista. During Machado's first term the

assassination of a number of labor leaders and editors took place. Al-

though the Constitution guaranteed freedom of assembly, troops and

police broke up a number of meetings organized by the Uni6n Nacio-

nalisia, and the government denied it the right of participation in

elections. Following attacks in the fall of 1927 by University students

on the proposed constitutional amendments, Machado ordered the ex-

pulsion of a number of student leaders one of whom, Julio Antonio

Mella, a Communist, was assassinated at Machado's instigation in

Mexico City.

When Machado began his second term in May 1929, opposition

rapidly increased. In September 1930 another student demonstration

resulted in the death of Rafael Trejo at the hands of the police. The
Cuban students, organized into a Directory, now began to arm them-
selves and to intensify underground methods. In December 1930 the

President closed the University, the high schools and the normal
schools throughout the country. These institutions remained closed

until after Machado's overthrow. In August 1931 a revolt against Ma-
chado led by older political figures was launched, but by means of a

highly trained army Machado quickly suppressed the revolt and cap-
tured its leaders.

Shortly after the collapse of this revolt, a number o young pro-
fessional men and students founded an organization called the ABC,
This organization, a secret society, published a manifesto which con-

stituted one of the most searching and constructive criticisms o Cuban
political and economic life that had yet been made. As a solution the

manifesto proposed a series of measures directed toward
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ing the wealth of the island. Meanwhile, driven to desperation by the

intensification of political assassinations, the ABC in July 1932 followed

the example set by the students and resorted to its first reprisals. From
that time until Machado's overthrow, the government and the opposi-
tion vied with each other in acts of assassination and terrorism.

In May 1933 President Roosevelt sent Mr. Sumner Welles as Am-
bassador to Havana. Mr. Welles induced the President and a large part
of the organized opposition to enter into mediation negotiations under

the good offices of the American Ambassador. It was hoped that by
this means a peaceful and constitutional solution of Cuba's political

crisis could be found. But when several months passed without any

agreement being reached between Machado and the opposition, unrest

once more became pronounced. It was brought to a head by a general
strike beginning August 5. Two days later soldiers shot down a large

number of Cubans celebrating on the Prado a false report of Machado's

resignation. On August n army officers asked Machado to resign "in

order to save Cuba from foreign interference. . . ." Deserted by the

main force which had kept him in power for several years, Machado
on August 12, 1933 took flight by airplane for Nassau.

Thus, after reducing Cuba to a land of terror, Machado eventually

went the way of most dictators. Some of his ideas for the economic

development of Cuba might have been beneficial had he carried them
out by democratic, honest and constitutional means. Instead of this,

however, his administration resorted to methods of brutal despotism,

sponsoring the worst forms of corruption and crime.

Although Machado has taken flight, Cuba will feel the effects of

his regime for many years. In order to keep up the salaries of the army
and to meet the demands of foreign creditors, he did not hesitate to

cripple every social service in the island. The suspension of the sec-

ondary schools deprived the youth of Cuba of educational facilities

during their most formative years. Not the least injury inflicted was

his corruption of some of the most able Cubans, who thereby dis-

qualified themselves from service to the new Cuba. An unintentional

benefit of the Machado regime was that it developed a national con-

sciousness and initiated a penetrating examination of the defects in

Cuban life* New elements, represented by the students, younger pro-

fessional men and heroic women, for the first time fearlessly threw

themselves into a political struggle. Fresh and powerful forces were

thus tmlea$txed -forces which if self-disciplined and informed may yet

in banging about a new and better national life*
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4. The Frustrated Revolution

Before fleeing, President Machado asked Congress for a "leave of

absence." At the same time he accepted the resignation of all his

Cabinet members except that of Alberto Herrera, Secretary of War and

Marine. 13 In accordance with the constitutional amendments adopted
in 1928 (Article 72), General Herrera took office as Provisional Presi-

dent, appointing Carlos Manuel de Cespedes Secretary of State. Herr-

era then resigned, and on August 13 Cespedes became President under

the 1928 Constitution 14 and appointed a Cabinet composed largely

of representatives of factions which had supported the mediation-

On the same day President Roosevelt announced that "the change of

government now taking place in Cuba is in entire accord with the

recognized Constitution and laws of that country. . . ." Thus the gov-

ernment, which resulted partly from the American mediation, based

its existence not only on the 1901 Constitution but also on the 1928
amendments which had become odious to the Cubans who had led

the revolution.

In an effort to allay this sentiment, the Cespedes government issued

a decree on August 24 annulling the constitutional amendments of

1928 and restoring in full force the Constitution of 1901. The decree

also removed existing congressmen, Supreme Court judges appointed
after May 20, 1929, and all elected officials and provided that elections

would be held in the following February. These provisions aroused

the fear that the Cespedes regime intended to perpetuate its existence

at the polls, A few days later another decree provided that the acts o
the Machado government during its second term would remain in

force unless set aside by the executive power.
1(S

The restoration of the Constitution of 1901, coupled with the com-

position of the Cespedes government and the circumstances which

brought it into existence, did not satisfy the revolutionary sentiment

which had swept the island. This sentiment had taken hold not only
of the political and intellectual classes of Havana, but had touched the

great mass of working people in the countryside where radical strikes

were beginning to occur. A spirit of revolution called for some drastic

and emotional change which would wipe out not only the brutalities

of the Machado regime but the misery and corruption which the old

18 Decree No* 1155, Gaceta Oficial, Edid6n Extntordinaria, No* ao August x ^933,14 Cf. his statement that he had, taken office In accordance wlt& Article ?a, Gacetct
Edicten Exftaordinaritt, No. ai August 14, 1933.

l(J Cf. Decrees No. 1298 and
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economic and political system had produced. This spirit, which was

highly nationalistic, also protested against the mediation of the United

States, of which the Cespedes regime was a product. The Cspedes
government, however, had concerned itself primarily with the task of

restoring political and constitutional "normalcy."
On the night of September 4, 1933 a revolt in the army was caused

largely by the fact that the officers were still Machado supporters. Led

by Sergeant Fulgencio Batista, the sergeants and enlisted men forced

out about 500 officers. Sergeant Batista now became Commander-in-
Chief of the Revolutionary Army, with the title of Colonel,

16 and he

eventually gave commissions to 527 sergeants, corporals, privates and

civilians, 106 of the old officers retaining their positions. The others

withdrew to the National Hotel where they finally surrendered after

the bombardment of October 2.

The revolt of the sergeants not only brought about a profound

change in the army, but led to the overthrow of the Cespedes regime
in favor of a government headed by Dr. Grau San Martin, a professor
of medicine at the University,

17 and supported by many elements who
had opposed the mediation, especially the students. These elements

came to be known as the Autenticos* One of the first acts of the Grau

regime was to promulgate a Statute for the Provisional Government, de-

fining the general principles which would guide it.
18 The first was that

the government would above all maintain the "absolute independence
and national sovereignty" of Cuba while respecting existing treaties/

9

The government also promised to hold elections for a Constitu-

tional Convention the following April. In order to meet the demand
of public opinion for a complete reorganization of the government,
it suspended the Civil Service Commission Law and also many articles

in the Law of Judicial Power so that the Executive could remove

Machadista officials.
20

Similarly, the regime established national and

provincial tribunals of sanctions for the purpose of trying political and

.common crimes committed during the Machado administration,
31

tribunals which are still functioning,
i* Decree No* 1538, Gactfta Qfitted* EdiMn Extraordinaria, No. 27* September 8, 1933.
17 For five days a directory o! five, including Dr. Grau, constituted the provisional govern-

ment Gacffta find> Edtci6n ExtrctQrdinw$ctf No, 26, September 5, 1933*
18 Although these statutes did not expressly $et aside the Constitution of 1901, the Supreme

Court subsequently ruled that actually it and other acts of the regime modified the old Consti-

tution* Sentence No, a, March r 1934, Caceto. Ofidtd> March 6, 1934,
* G&cet Qfieid, E4id6n Extrtwrdinaria, No. 30, September 14, 1933.
8(* Decree No* 1605, Gactta Qfidd, September *6, 1:933,

Art. 4* Eftatutos (Gawta Ofici&lf Ediclfat Exfraordinarfa, No 30); also Decree No. 1956,
* Ofletql, teptettifor 30, 1933* These courts could decree the

M
enifeargo

w
of goods belongr

to an accutaa person to the amount equal to the fine whkh miarht nnwtfti* -*- 'i
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During its four months in office, the Grau government enacted

a great number of decrees. Among the matters covered by these de-

crees are the following: an 8-hour day; a requirement that employers
must engage at least 50 per cent native-born Cuban workers; a mini-

mum wage for cutting sugar cane; the creation of a Department of

Labor; the compulsory arbitration of labor disputes; the suspension of

payments on the Chase loan; the provisional seizure of the Chaparra

sugar and Compania Cubana de Electricidad properties; the establish-

ment of a Colono Association; the recognition of the Medical Federa-

tion of Cuba; the removal of Mr. Chadbourne as head of the Sugar

Export Corporation; the granting of an unlimited sugar quota to small

mills up to 60,000 bags ;
the initiation of a program for agrarian reform,

including proceedings for the government purchase of the bankrupt
Cuba Cane properties; a reduction in electricity rates; the extension to

the electric light employees of the benefits of a pension law applicable
to the railways; autonomy for the University; and authorization for

the coinage of $203ooo,,ooo in silver.

The Grau regime came to power at a time of pronounced labor

unrest, indicating that Cuba was in the throes not only of a political

but a social revolution. In a number of places, workers or strikers

seized control of sugar properties, and for a time Cuba was threatened

by a serious Communist movement. Many Cubans blame the Grau

regime for this wave of communism. Owing to the existence o wide-

spread social misery, however, an explosion was bound to occur fol-

lowing the downfall of Machado. Far from supporting Grau, the Com-
munists bitterly attacked many of his measures, in particular the 50

per cent law which violated the principle of world-wide solidarity of

the working class. These and other nationalist measures were a factor

in bringing about a real improvement in the condition of the Cuban
worker, and thus contributed to the defeat of communism*

The Grau government aroused intense hostility on, the part of

business interests, the older political groups, the Spaniards, the ABC
and many Americans. Mr. Welles, the American, Ambassador, was

strongly opposed to the regime, and the United States refused to

recognize it. This deprived the Grau government of an indispensable
condition for success. Its difficulties were increased by the fact that

Grau came into power during the dead season. Critics declared that

the administration represented only a small fanatical minority domi-
against him. Moreover, if an accused person did not have property* the courts were authorised
to nullify any transaction during the last six months which might have been undertaken to
conceal his wealth.
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nated by students, kept in power by an undisciplined army. They
charged that the Grau regime was demagogic, anti-American and in-

competent. Similar charges can usually be made with a measure of

truth against any revolutionary regime which suddenly comes into

power on a wave of high emotion and without preparation or ex-

perience. Today, however, some of Grau's enemies admit that he was
the only President who had attempted to improve the lot of the sub-

merged majority.
In January 1934 the army and other elements finally turned against

Grau, who was forced to resign. A new government now took office,

headed by Colonel Carlos Mendieta as Provisional President. The
Cabinet contained representatives of the leading political sectors, such

as the ABC, the Uni6n Narionalista, the Menocalistas and the Maria-

nistas. In contrast to the refusal to recognize the previous regime, the

United States announced its recognition of President Mendieta five

days after he took office.

President Mendieta came to power at a critical period in Cuban

history. He was confronted with the task of restoring moral peace

among internecine factions, reorganizing the political framework of

the government, and relieving a desperate economic situation.

Although the new government repealed few of the Grau decrees,

it promulgated a Provisional Constitution on February 3, 1934. Con-

cerning itself only with political matters, this document declares that

it is not possible to return to the 1901 Constitution which has aroused

such popular hostility. Apparently to check widespread reprisals against

supporters of the old regime, the new Constitution prohibits confisca-

tion of property and suspends the death penalty until a final decision

on this latter question can be made by the new constitutional conven-

tion* Legislative power is vested in the President's Cabinet, called the

Council of Secretaries. Decree-Laws, however, may be drafted by an

advisory body, called the Council of State, the fifteen members of

which are appointed by the President. Full power remains concentrated

in the Executive.

The Provisional Constitution expressly enjoined on the government
the task of preparing elections for a new constitutional convention be-

fore December 31, i934-
aia The new Constitution must be completed

by June 1935, following which elections will be held and a regular

government installed*

*** Elections ixave been postponed to March 3, 1935. Ct^Dfano de let Mprina, November
IX, 1934*
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On taking office in January President Mendieta was confronted

with a series of strikes, not only in Havana but in the sugar plantations,

which threatened to prevent the 1934 sugar crop from being ground.

Believing the grinding of this crop essential to the economic existence

of Cuba, the government resorted to a number of drastic measures.

Thus it enacted Decree-Law No. 3 which prohibited the right to strike

until after a compulsory waiting period, and authorized the dissolu-

tion of labor unions which violated the law. Making use of this decree,

the Cuban army arrested a number of labor leaders and provided pro-
tection to encourage sugar centrales to grind.

In April the government authorized the issue of $10,000,000 in

silver and declared a moratorium on the amortization payments due

on the foreign debt, to continue until annual revenues increased to

$6o?ooo,ooo.
22 The government increased salaries, fixing the minimum

wage of $30 a month for government employees, and paid up certain

salary arrears.
23 In May it signed an agreement with the American

government abrogating the Platt Amendment, while in August it con-

cluded a new trade agreement with the United States.

Despite these measures, the country did not return to a condition

of tranquillity. The University and other educational institutions were
in turmoil due to the demand of the students for resignation of the

professors who had supported Machado. In June 1934 the University
students actually sat in judgment over the professors, asking the re-

moval of forty-five. Meanwhile the educational work of the University
remained almost at a standstill. The government, having granted

autonomy to the University, did not attempt to intervene,

An especially serious problem related to the large number of bomb-

ings and other acts of terrorism, which included an attempt on the life

of the President, the American Ambassador, and various Cabinet mem-
bers. Some of these acts were inspired by political motives; others were
the work of criminal gangs.

In an ejffort to strengthen the various provisional governments and
maintain order during a troubled period, the Cuban army had been
increased by 4,000 since the downfall of Machado; moreover the Na-
tional Police of Havana, now numbering nearly 3,000, had been re-

organized. Nevertheless, neither the police nor the army seemed to be
able or willing to prevent the commission of these acts of terrorism.

During the first six months of 1934 there docs not seem to have been

22 Decree-Law No, 93. Gaccta Qficial, EdiMn Extr&ordinwia, No* 38, April 33, 1^3a Decree-Law No. 163- Gactta Oficial, April 25, 1^34$ and No. 306, tatf., June xtf, 1:934,
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a single conviction by the courts for bombing. In many cases these

failures for conviction were due to the fact that the judges were

blackmailed by terrorists.

In an effort to correct this situation, which threatened to demoral-

ize the whole life of Havana, if not the provinces, the government on

June 15 promulgated a Decree-Law of Social Defense and Public

Order.24 The decree imposed the death penalty on those who injured

any one in a terrorist attempt, prohibited the manufacture and sale of

explosives, and provided for the punishment of those who provoked
or apologized for terroristic attacks. Penalties were also provided for

those who should provoke political disorder, celebrate unauthorized

political meetings, injure or insult the public powers and government
officials, or carry out acts of sabotage. The decree established special

Tribunates de Urgenda to enforce these penalties and authorized

them to act without respecting ordinary rules of evidence or pro-
cedure.25 No appeal could be taken against these sentences. A number
of Cubans criticized this decree, on the ground that it might be taken

advantage of to punish innocent acts of political propaganda. This

danger, together with the suspension of constitutional guarantees which

the government had decreed, might make it impossible, they believed,

for opposition parties freely to carry on a campaign in connection with

the forthcoming elections, and increased the possibility of arbitrary

arrests on the part of the police and army.
Two days after the enactment of this decree, an attack was made

in Havana by a group in a motor car against a demonstration of

thousands of ABC members. A dozen people were killed and more
than fifty wounded. These events brought to a head the political crisis

which had been smoldering for several months. The ABC now with-

drew its three members from the Cabinet, charging the government
with failure to maintain order and to carry out a reconstruction pro-

gram/
26*27 A month before, the government had heeded the advice of

** Decree-Law No. 292, June 15, 1934. Gaceta Oficialf Edici6n Extraordinwict, No. 56,

June 1 6, 1934.
85 According to the preamble, judgment in these cases could be based on "conviction

derived from presumptions,** taking into consideration "the personal condition of the accused,
hi* antecedents in relation to the type of crime and other circumstances of fact,** rather than
on the bases of established proof* Moreover, the tribunal could impose punishment on persons
even though not guilty of acts of terrorism, should the tribunals find that they had engaged
in dangerous activities against public order*

$e-*7 of, Memorandum al PreMente Mendicta sobra la fituacitin del Gobicmo Provisional y
la ncccfidad de adaptor un plan de rcconstrucMn national, March 5, 1934. This constituted an

early statement of the immediate need for adopting such a program; according to the ABC,
delay meam that the revolution would lose its momentum.
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the ABC to the extent of enacting certain monetary decrees,
28 a prin-

cipal effect of which was to create alarm among business and other

circles which had hitherto supported the ABC. As a result, the other

factions in the government opposed further measures of reconstruction

sponsored by the ABC, taking the position that a Provisional Govern-

ment should limit itself to the preparation of the forthcoming elections,

leaving the question of reconstruction to the Constitutional Conven-

tion. This internal division in the Mendieta government was termi-

nated by the ABC's withdrawal from the Cabinet. After a prolonged

political crisis, the Cabinet finally came to be dominated by the Na-

cionalista party. Meanwhile, President Mendieta reiterated his deter-

mination to resign if the elections were not held in December. His

government proceeded to carry out preparations for such elections.

5, Pessimism

Following the withdrawal of the ABC, the government was op-

posed by the two leading revolutionary forces the ABC and the

Partido Revolucionario Cubano, the official title of the Grau party.

Once more the government was in the hands of the older political

groups. Not only were the two leading revolutionary factions mutually

antagonistic, but internal divisions within each of these groups began
to appear. These divisions within the reconstruction movement led

to widespread disillusion. The statement was frequently made that the

revolution was lost; that Cuba was drifting back to the old system;
that the Cubans lacked political capacity; that they could not assume

any constructive responsibilities. It was prophesied that a military dic-

tatorship was coming into existence, and that the future would con-

sist only of further bombings until Cuba drifted into a state of anarchy-
Such was the atmosphere in which the Commission on Cuban Affairs

inaugurated its work.

Our studies have led to the conclusion that while Cuba is con-
fronted with many serious difficulties, these difficulties can be sur-

mounted if the forces which united to overthrow the Machado dictator-

ship can be rallied in favor of a reconstruction program* This policy
is essential if for no other reason than to meet the menace of terror-

ism.

The solution of terrorism depends on the development of self-

restraint on the part of the active political elements, on the courageous
pp. 3M-3I5'
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administration of justice by the courts and in the prohibition of arbi-

trary acts by the police and army. But it also depends in part on the

general program of the government in power. In 1888 Enrique Jose

Varona, who was to become Cuba's leading intellectual, declared that

banditry in Cuba could be destroyed only by eradicating the evils in

Cuba's collective life.
29 Somewhat the same reasoning may be applied

today to acts of terrorism in Cuba. Last year certain deep emotions were

aroused among the Cuban people which demanded the creation of a

new Cuba. For the time being at least these emotions have been

thwarted. A provisional government is in power which has decided

to postpone major measures of reconstruction until after elections for

a constitutional convention. Meanwhile, however, emotions which last

year called for the creation of a new Cuba have no legitimate outlet,

and consequently have been diverted into illegitimate and perverted

channels, such as acts of terrorism on the one hand, and a collective

inferiority complex on the other. The present state of frustration is

also due to the widespread belief that the present government is con-

trolled by American diplomacy.
20 *1 The restoration of order and moral

peace in Cuba, which is essential for the stability of any govern-

ment, depends partly on the adoption of a program of reconstruction

which will fulfill the legitimate aspirations of the revolution. Many
representatives of the conservative classes, both Cuban and foreign, rec-

ognize this fact and are therefore prepared to support drastic measures

against public corruption and in favor of reform.

6. Laisscz Faire as a Solution?

Some business groups believe that all that is necessary for a solution

of Cuba's problem is a revival of the export sugar market. They argue
that if the government keeps its hands off business, economic recovery
will now take place. No new taxes should be levied, since this would
lead merely to further waste and corruption at the expense of legitimate

private enterprise*

While recognizing that arbitrary interference with business is un-

desirable, and admitting past defects in the Cuban system of govern-

ment, the Commission doubts whether the adoption of a policy of

laissez faire would solve Cuba's pressing economic or social problems,
or work in the long run to the advantage of domestic or foreign

capital in Cuba* While it is true that in comparison with recent years
hit e^fty "El bandolerismo en Cuba" (x888),

** Of, Owter XXI.
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the sugar market has to a certain extent revived, it is today not a free

but a controlled market. The sugar export quotas under the Jones-

Costigan Act and the Chadbourne plan are definitely fixed. The bene-

fits which should arise from this controlled market would undoubtedly

break down if unrestricted competition were allowed to take place

among the Cuban sugar mills. Limitation of sugar production and

assignment of internal quotas follow from the limitation of the export

market, and both types of limitation are the antithesis of the principle

of laissez faire.

Despite the gains arising from the Jones-Costigan Act, some con-

certed plan for agricultural diversification,
30

subsistence farming, rural

reconstruction and the development of new markets is essential. Gov-

ernment as well as private initiative is necessary if such a plan is to

meet the economic, social and educational needs of the Cuban people.

In reducing the duty on Cuban sugar, the American treasury is

surrendering revenue amounting to perhaps $20,000,000 a year. While
it is expected that from this agreement considerable benefits will accrue

to American exporters to Cuba, the fact remains that the United States

government, in a period of accentuated economic nationalism, has dis-

played unusual enlightenment in respect to Cuba. Under the Jones-

Costigan Act, Puerto Rico is to receive similar benefits from the United

States, taking the form of part of the proceeds from the processing
tax levied on the American sugar consumer. With these proceeds and
other revenue, Puerto Rico plans to carry out a far-reaching program
of land utilization and rural reconstruction. The United States and
American public opinion will closely watch the disposition Cuba makes
of the advantages it will similarly derive from the new sugar policy
of the United States. Will it improve its system of administration and

carry out a program which will minister to the needs of the people of

the island, or will it merely allow these sums to be absorbed by
private business enterprises and make no effort to change the defects

in the old economic and political system? The adoption by Cuba of

a program of social reconstruction will do much to prevent an effort to

increase the quota of Puerto Rico and Hawaii at the expense of Cuba*
and the return to a high American tariff on sugar generally in the

future. This is a consideration which should lead Cuban conservatives

and liberals alike to agree on the necessity of an internal reconstruc-

tion program. Foreign business men, particularly those in the sugar
industry, should also realize that the future of their enterprise may

Chapters XIX, XX.
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depend on the extent to which they loyally cooperate with the govern-
ment in bringing about an improvement of social conditions.

7. 'Favorable factors

Despite the existing pessimism in Cuba, there are three main reasons

why, in the opinion of the Commission, a reconstruction program can

be successfully carried out.

In the first place, as this chapter has already emphasized, a wide-

spread and deep-rooted demand for social change exists in every part
of the island. To rebuff this demand is to plunge the Republic of Cuba
into chronic chaos. On the other hand, the very existence of this de-

mand is the greatest asset in promoting reform.

Second, Cuba has many assets which facilitate a program of re-

construction. The climate of the island is one of the best in the tropics,

the rainfall is fairly even and the heat not oppressive. The effects of

periodic hurricanes can be greatly alleviated by a system of hurricane

insurance, and by an especially adapted system of agriculture. From
the point of view of resources, Cuban soil is remarkably fertile and

diversified.

The third reason why the prospects for a reconstruction program
should be bright is the new policy of the United States toward Cuba.

Fifteen years ago the United States raised many objections to the

policies adopted by the revolution in Mexico. Today the American gov-
ernment desires a New Deal, not only for the United States but for

Cuba as well. Thus Cuba is confronted with a unique opportunity
which may not soon return.

In view of the present state of frustration in Cuba today, one can

understand the self-criticism which many Cubans are now making of

their national character and political ability. This capacity of self-

criticism is a valuable asset, provided it is not purely academic. In

our opinion what Cuba lacks is experience in political and economic

cooperation. We have met Cabinet Ministers, lawyers, doctors, en-

gineers, business men, scholars and writers who measure up to the

best standards of capacity in any country* But as the history of de-

mocracy indicates, even a relative degree of success in self-government

is achieved only after a long period of experience, in which a people,

endowed with a measure of economic independence and comparatively

high literacy, are allowed to profit from their mistakes. Hitherto, the

people of Cuba! have not had this opportxudty for self-development.
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But with the rise of a new sentiment of patriotism and the reorganiza-
tion of the social system, the situation should change.

In non-political matters Cubans have already demonstrated a

capacity for cooperation. Cuba is the scene of one of the most success-

ful experiments in the world in cooperative medicine, a service per-
formed by a number of cooperative societies for more than a hundred
thousand members.31

It is true that the older and larger societies are

Spanish; yet this very fact reinforces the conclusion that people who
are supposedly individualistic can succeed at cooperation, for the

Spaniard has the reputation of being perhaps the most thoroughgoing
individualist in the world. Moreover, a number of purely Cuban co-

operative societies providing medical service are springing up and

proving a success.

Other examples of successful cooperation on a smaller scale may
be cited. The first is a cooperative irrigation society in Giiines, an area

which produces many vegetables on irrigated land. For a century or

so farmers in this area engaged in bitter quarrels over the distribution

of the water of the Mayabeque river. In an effort to end these quarrels,
a cooperative irrigation society was founded in 1886* This society is

still in existence, and is equitably and peacefully distributing water

among its shareholders.
32 An even older organization of great prestige

is the Sodcdad Econdmica de Amigos dd Pais. Since its establishment
in 1793, this organization has administered funds, conducted a number
of private schools, and undertaken other important cultural activities.^

Similarly, a cooperative fire insurance company, managed entirely by
Cubans, has been in existence for nearly 80 years, and has succeeded in

weathering the tragic years of 1897 an^ 1933** Mention should also

be made of the Sugar Export Corporation, Although this body is partly
controlled by Americans, its management is in Cuban hands. The
corporation may be unpopular, but is well and honestly administered.
Other examples of the capacity of Cubans to cooperate in non-political
matters may be cited, such as the Pro-Arte Musical Society, and various
women's and other organizations. Perhaps the greatest problem is to
enlist the services of the most able Cubans, who hitherto have been
unwilling to descend to the political market place, in a more direct
form of service for the community and the country*

sl For the controversy aroused over the medical qwntas, ct pp. ng-iai,
J
1^017' c*'
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Once the present difficult period of transition is successfully ter-

minated, there is reason to believe that Cuba may become one of the

garden spots of the Western Hemisphere. Its people have learned to

suffer how to oppose oppression and resist misery. They have a

unique capacity for self-criticism. If they can now unite their un-

doubted abilities in a cooperative effort for human betterment, Cuba
will deserve in more ways than one its historic title of Pearl of the

Antilles.

To realize the aspirations of its people, the Cuba of the future

will not flower in a single city but will be a countryside full of green
farms and glowing communities the land of a peasant class which
has realized the dignity, charm and intelligence which are the in-

herent characteristics of the people of this island. Cuba is a land of

beauty the beauties of nature, such as the royal palm, the beach of

Varadero, the mountains of Trinidad; the beauties of man, such as the

Castilla de la Fuerza, Morro Castle, the Edificio del Ayuntamiento
and the Plazuela de la Catedrcd de La Habanct historic places which a

vibrant nation should jealously cherish. We can well understand why
Cubans should love this land. The time has come when every Cuban
should have an opportunity to serve it.



CHAPTER II

POPULATION ELEMENTS

The population of Cuba numbers about four million. It has in-

creased nearly 152 per cent since the end of the Spanish-American

War, an increase more than twice as great as that which has taken

place in the United States during the same period. This rapid growth
has been due to the absence of the chronic state of insurrection which
dominated the last thirty years of the colonial regime, the conquest of

yellow fever during the first American occupation, the control of other

preventable diseases, and the prodigious economic development which
took place in Cuba between 1900 and 1924.

Even during the colonial period, the population of Cuba showed
considerable increases. As a result of the marked economic prosperity
of the early nineteenth century, it increased from 272,300 in 1792 to

1,396,530 in 1861. A high point of 1,631,687 was reached in 1887 but,

as a result of the war of independence and the reconcentration pdlicy,
the population declined 3 per cent between 1887 and 1899. The fol-

lowing table and Graph I set forth the situation in detail:

Per cent
Year Population Increase per decade

*774 171,620 ......

1792 272,300 100,680 31
18x7 572>363 300*063 34
1827 704*487 i32 *I34 24
1841 1,007,624 33*37 39
1861 *>396>53 388,906 18

1877 1,509.291 112,761 5
1887 1,631,687 122,396 8

1899 *57*797 68,800* 3*
i97 2,048,980 476>*83 39
19x9 2,889,004 840,024 33

3*962,344 1*073,340 31:

* Decrease*

Since 1907 the percentage of increase has declined somewhat.
34
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i. Distribution of Population

During the past 25 years the population of Cuba has shifted from
the western to the eastern provinces. In 1907 Oriente was the third

province in number of inhabitants, having a population of 453,000. By
1919, however, Oriente stood first, a position which it has continued to
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maintain. The adjoining province of Camagiiey underwent an even

more notable increase of 93.6 per cent between 1907 and 1919* In the

period of 1919-1931 also Camagiiey increased more rapidly than any
other province, or 78,2 per cent. This development in Oriente and

Camagiiey, which contain more than half the area of the Republic
but were originally scantily populated^ has been due to the establish-
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ment of the sugar industry and to railway and highway development.

Not only have Cubans from the west migrated to the east, but the

latter area has attracted immigrants, both legal and illegal, from the

neighboring overpopulated islands of Jamaica, Haiti, and Puerto Rico.

Although population has shifted, there is continuous infiltration

from the rural districts into Havana. The population density is

shown in the frontispiece. It will be noted from this map that

for all practical purposes Cuba may be divided into two major sec-

tions :

1. Havana and environs, with a population of about one-sixth of

the whole island, or 600,000.

In Havana is centered the economic, political and cultural life of

the nation. Every ambitious young man, whether interested in a career

of science, art, business or politics, turns his face toward the capital

city.

2. The Interior. The great mass of the people who live on the land

and develop the natural resources of the island. There is no city in

Cuba, other than Havana, with a population of over 100,000. This

means a wide distribution of the people in small towns and villages,

and scattered farm homes.

Despite this rapid increase, the population density of the island is

not great if the proportion of arable land is taken into consideration*

The situation is illustrated by the following table:

POPULATION DENSITY, 1919 AND 1931, BY PROVINCES
Per cent

of

Population in Area in Density Increase total

Province 1919 79j/ miles igig 1931 per mile area

Pinar del Rio 261,198 343,480 5,206 50.1 65,9 15.8 xx.8

Havana . , . , 697,583 985*500 3>*70 220*0 310.8 90.8 7.2

Matanzas .. 312,704 337,1 19 3,242 96.4 103.9 7.5 7.4

Santa Clara , 657,697 815,412 8,266 79.5 98.6 *9*x x8*7

Camagiiey . . 228,913 408,076 10,077 22.7 40.4 17.7 22,7

Oriente 730,909 1,072,757 14,228 514 754 24*0

Total 2,889,004 3,962,344 44,189 654 89.7 24,3 xoo,o

This density of 89.7 per square mile is much less than 224 for Haiti,

313.9 for Jamaica and 4494 for Puerto Rico, but greater than that of

Santo Domingo* which has a density of only 51* Some observers assert

that Cuba is underpopulated, and that colonisation is necessary to

develop all the resources of the country. Past ventures in colonisation

however, have not been successful. On the contrary, the colonizatioa
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of Chinese, Haitians and Jamaicans has merely aggravated Cuba's

problems* It might be feasible to organize assisted emigration of Puerto

Ricans to Cuba, which would tend to relieve the overpopulation of

Puerto Rico. There is considerable ill-feeling, however, between Cubans
and Puerto Ricans, doubtless due to the fact that Puerto Rico did not

revolt against Spain in 1895 and is today a territory of the United States.

But wholly apart from the availability of desirable immigrants, it

seems evident that Cuba should not encourage immigration so long
as a large percentage of its present population is unemployed and in

distress. The immigration of cheap labor might assist a few enterprises

but, for the time being at least, would take place at the expense of

the population as a whole.

Of the four million inhabitants of Cuba, 1,079,106 or 27 per cent is

colored. Although the great majority of the colored population are

native-born Cubans, there were 79,838 Haitians and 40,471 Jamaicans
in the country according to the 1931 census figures. A second racial

group consists of 24,480 Chinese. Finally, the census reports the pres-

ence of 614,000 Spaniards, a number which Cuban observers regard as

much exaggerated, and 13,277 Americans. Since the World War a con-

siderable number of Central Europeans have migrated to Cuba. Thus,
in 1923, 1,581 Poles, 1,139 Russians and 2,053 Italians entered the

country. Many of these Europeans came to Cuba in the hope of later

surreptitiously migrating to the United States, but the great majority
have settled in Cuba and in some cases contributed to its industrial

development. Many of these European immigrants have been Jews.

In Havana today there is a Jewish community with a synagogue,
Hebrew periodicals, kosher shops and schools. So far, no racial feel-

ing of any marked extent has arisen between the Jewish colony and

the Cubans proper.
The alien elements in the population of Cuba have increased more

rapidly since the World War than the population as a whole. The
situation is illustrated in the following table:

ALIEN

General population zgzg 1931 Difference of increase

Cuba as a whole , 2,889,004 3,962,344 1,073,340 37,2

Colored Cubans . , 7339<>5 9*5>*97 X9*>392 a6 -1

Haitians 21,015 79*838 58,823 279.9

Jamaicans , 18,122 40,471 22,349 123.3

Spaniards .,.., , , 404,074 613*970 209,896 5 J *9

Cninese 10,300 24,480 14,180 137.7
* Data furnished by V. Sallys.
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The striking fact about this table is that although the Cubans of color

increased less rapidly than the population as a whole, the alien ele-

ments, particularly the Haitian, Jamaican and Chinese, increased much
more rapidly. These increases indicate the existence of a racial problem
in Cuba which we shall consider before discussing the condition of

the Cuban people proper, which will be the subject of later chapters.

2. Racial Elements

When discovered by Columbus, Cuba was inhabited by Indian

peoples, chief of which were the Ciboneyes and Tainan Arawal^s.

These Indians offered little resistance to the" Spanish Conquistador*
Reduced to slavery, the Cuban Indian population was exterminated by
the middle of the sixteenth century. Unlike other Latin-American

countries, Cuba does not have a mestizo population based on a mixture

of Spanish and Indian blood, nor does it have a large unassimilated

Indian population, like Guatemala and Mexico. While this fact has

deprived Cuba of the native arts which characterize the life of other

Latin-American nations, it may have freed the island from the acute

social problems found in countries which have attempted to blend

Indian and Spanish culture.
1

History, however, has bequeathed to Cuba an important Negro
problem. Following the destruction of the Indian population, the

government of Spain authorized a limited importation of Negro
slaves from Africa into Cuba in 1517. As a result of a slave monopoly,
represented by successive concessions or asientosf only about 60,000
slaves were imported into Cuba before 1763^

Following the British occupation of Havana, restrictions on this

commerce were gradually removed in response to the demand for

labor caused by improved economic conditions. It is estimated that

altogether, until the abolition of the slave trade, more than a million

Africans were carried to Cuba. It was this Negro population which

provided most of the labor ia the development of the sugar industry*

Beginning with 1814 England induced Spain to sign a series of

treaties promising to abolish the slave traffic in return for a payment
* From 1848 to 186* thousands of Yucatecans were brought to Cuba to work on the sugar

estates under labor contracts the terms of which amounted to practical slavery. Ci Carlos 8L
Mene*ndez Histofia del injame y vergonssoso comercio de indhs vendidos a lo$ esckwutef
Cuba . * , (Merida, xpas). The experiment was not a success and the Yucatecatt Indians appar-
ently died 00 or were assimilated, Peuela's figure of 786 in x86o seems impot$ibly low*
however* Dicdon&rio, cited, Vol. JV p. 343.

* Humboldt's estimate, Fernando Ortifc, Los JStegros Esdavos (Havana, 19x6)1 p, 81,
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by England which, in an agreement of 1817, was fixed at ^400,000.
Instead of enforcing these agreements, Spanish officials in Cuba specu-
lated in contraband slave traffic. Following a slave insurrection, the

Spanish government enacted a law in 1845 suppressing the slave trade,

but this law only partially stopped the illicit traffic.

It was the Cuban revolutionists in the Ten Years' War who took

the initiative in abolishing slavery. In 1869 the Cuban revolutionary

assembly at Guaimaro provided for the abolition of such slavery on
condition that compensation be granted to the owner. Following the

restoration of peace, Spain likewise abolished slavery in a law of

February 3, 1880. The law declared that for a period of ten years the

slaves should continue under a state of serfdom or patronato. The

patrons had the right to use the labor of the Negro during this period,
but in return were obliged to feed, clothe and compensate the Negroes
for their labor, and educate their children. In 1886 the patronato sys-

tem was abolished, and thereafter the Negro slaves became legally
free.

As a result of the importation of Negro slaves and, to a certain

extent, the natural increase,
3 the colored population of Cuba in 1817

and 1841 exceeded in number the white population. Confronted with

the example of the slave insurrection in Haiti, many white Cubans
as well as North Americans opposed the idea of a Cuban republic,

fearing that it would be dominated by blacks.

Statistics, however, show that the proportion of colored to white

population has steadily declined to the point where today it con-

stitutes 27 per cent of the total. Assimilation between Negroes and

whites has proceeded so rapidly that this figure cannot be regarded
as wholly accurate. The number of mulattoes has steadily increased,

while that of pure Negroes, has steadily declined. Many mulattoes now

pass as white Cubans, and it is consequently difficult for the census

to make accurate distinctions. Some Cuban observers believe that not

more than half of the total population is pure white.

The presence of a large body of Negroes whose roots go back to

Africa inevitably has left a mark on the life of Cuba. These Negroes
have continued to perform the manual labor to which they had be-

come accustomed under slavery. In the towns they are found in do-

mestic service* in the ports many o them work as stevedores, in the

sugar country Negroes cut a large part of the sugar cane. The colored

element in the population has introduced a psychology and mode of

8 Mortality among slaves was excessive, however, Pczuela, Dictionaries, cited, Vol. IV, p, 241.
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life common to Negroes in other parts of the world. Still retaining

many of the customs of an African background, which in a new en-

vironment have lost their meaning, a considerable part of the Negroes
have not been completely assimilated into Cuban culture. As a re-

sult, a psychological conflict has come into existence, aggravated by
the misery in which many Negroes live. In the days of slavery many
Negroes in Cuba practiced fetishism, and today numerous ndfiigo

secret societies and other animistic cults may be found.4
Occupying the

bottom of the social scale, and with little opportunity for social or

economic advancement, the Negroes provide numerous recruits for

the Cuban underworld. According to the 1932 statistics, a racial group

containing 27 per cent of the population was responsible for about 50

per cent of the serious crime.5
Negroes have been the object of par-

ticular solicitude on the part of the Communists,
6 and some of them

took the lead in the radical strikes which swept Cuba in 1933-1934-

Although among all the lower classes of Cuba "free unions" or

common-law marriages are not unusual, the percentage of Negroes
who live under extra-legal matrimonial bonds is much greater than

that of whites. According to the 1932 statistics, there were only 1,720

colored marriages in comparison with 10,356 white. On the other hand
there were nearly as many illegitimate births reported among the

Negroes as among the whites, although the Negroes constitute less

than a third of the population.
7
Pointing to these characteristics, a

number of white Cubans are inclined to regard the Negro as mentally
and morally inferior. It is not difficult, however, to explain these mani-

festations on economic, social and cultural grounds. The solution for

the defects which have appeared to a greater extent in Negro than in

white life must be sought not in a policy of repression but in improve-
ment of social and economic environment*

These negative aspects of the Cuban Negro have been offset to a

certain extent at least by the contributions which he has made to

Cuban culture, Afro-Cuban music and dance have become inter-

nationally famous. Perhaps the leading musicians in Cuban history
have been Negroes Brindis de Salas, Jos6 White and Jos< M* Jimenez

*For discussion of these general practices among the Afro-Cubans* cf. Fernando Orti
Los negros brujos (Madrid, 1917). Also Juan Luis Martin, EcuJ, Chang6 y Yemyd (Havanat

1930), For a novel dealing with the so-called mythology of the Afro-Cubano, cf. Alejo Car-*

pentier, Ecu4 Yamba-Q (Madrid, 1933).
*ln this year 7,665 whites committed ojffenses, in comparison with 4,284 Negroc* and

2,687 mulattoes, or a total of 6*97 i* The corresponding %ures for 1933 are: 7,393 whites,
3,883 Negroes, and 2,776 mulattoes; total o Negroes and mulattoes 6,659.

*C. p. 194; on the question o Haitian labor, cf, pp, axa 3*4$.
7
Estadistica, r$j2f Comisi<5n Nacional de Estadlstica y Reformas Eeon&mcas, p. 262.
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while one of its leading poets was the mulatto, Placido.
8 The Cuban

colored population may eventually assist in the development of an art

which will be as distinctive as Indian art in Mexico.

It is impossible to predict the future relationship of whites and

Negroes in Cuba, but the following forecast may be made with a fair

degree of certainty,

1. The more ambitious and intelligent elements of the population
will continue to concentrate in the larger cities, particularly Havana.

2. The independent farming and grazing operations, large and

small, will be concentrated in great part in the hands of whites. The

Negroes will tend to concentrate in those areas where farming opera-
tions are carried out on a large scale.

3. So long as the general sanitary conditions of the interior re-

main unchanged, the Negro will hold his own with the whites as he

is more resistant to malaria and intestinal parasitism, and thrives in a

rural tropical environment. The Negro will lose ground in the cities.

4. If the sanitary conditions of the interior can be made even to

approximate those of Havana, it seems probable that the whites on
the island will increase in numbers by natural means (excess of births

over deaths) at a greater rate than the Negroes.

5. The mulatto will continue to increase in numbers at the ex-

pense of the Negro proper.

3. Race Prejudice

During the revolutions of 1868 and 1895 the white Cubans and

Negroes were drawn closely together against Spain. In the latter revo-

lution several leading Cuban generals were mulattoes, notably Antonio

Maceo, and possibly a majority of the ordinary troops in the revolu-

tion were colored. The interracial fraternity which then existed was

illustrated by the saying of Ignacio Agramonte concerning his mulatto

servant, Ram6n Agiiero "This is my brother/* On numerous occasions

Jos Marti declared that the fear entertained against the Negro race in

Cuba was unjustified. "The Negro as such/' he declared "is neither

inferior jaor superior to any other man. . . *" Because of this historic

association and the general Latin attitude toward interracial relations,

racial prejudice in Cuba has not been nearly so acute as in Anglo-
Saxon countries. It seems true, however, that it has increased during
the past few years. This is attributed partly to the unconscious influence

* C& Ram6ti Guirao* "Poetas aegros y mestizos do la 4po^ esclavto," Bohemia (Havana),
August 26,
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of the American point of view and partly to economic distress. When
an economic system is unable to provide adequately for the wants of

every class in the population, the dominant group inevitably employs
the racial argument to maintain its economic position at the expense
of lesser colored groups.

Negroes, however, are freely admitted to the schools and Uni-

versity. Out of a total of 426,708 students, 105,586, or 24.6 per cent, are

colored, which is slightly less than the proportion which the Negroes
bear to the total population. Large numbers of colored persons attend

the normal schools in Havana they constitute 80 per cent of the total.

Nevertheless, according to official figures, the number of colored

teachers is only 1,181 out of a total of 75417, or less than 19 per cent a

number which probably is underestimated. At the same time, many
Negro teachers have difficulty in being placed, partly because of lack of

political influence. Although there are no legal discriminations against

Negroes, custom decrees that in many parks and plazas the Negroes
shall occupy a section apart from the whites. White and black students
mix in the class rooms of the University, but hold their social func-
tions apart. Colored people are not admitted to white clubs or quintets*
At times they have been prohibited from bathing at certain public
beaches, although such prohibition is illegal.

There are few Negro doctors, lawyers or intellectuals of standing
in Cuba, nor are there many successful Negro business men. A recent
statement of the Comitf par Los Derechos del Negro declares: "There
are industries where they cannot work; in commerce, in the great for-

eign enterprises, above all, Negroes are not employed. In certain indus-
tries they work where the pay is least: for example, in the graphic arts

they may be compositors, but seldom Hnotypists; in the tobacco indus-

try they are cigar-makers and strippers, but not sorters or trimmers
who are the employees that earn the best wages/' There is no ade-

quate evidence to show whether this is due to lack of opportunity or

aptitude.

Before the abolition of slavery, a number of slave revolts took place
in Cuba. In 1907 an Independent Party of Color was organized, which
supposedly started the 1912 revolution in which 3,000 Negroes lost
their lives.

10 At the initiative of a Cuban Negro Senator, a law was

Informcde la comisi6n>.innstigctdor<t de fas mcesos de Trinidad y otrof tmbafot dtl
por los dercchos del negro (Havana, 1934), p. 21,

Historians differ as to whether this revolt was due to a desire of the Negroes to improvetheir potion or instigated by whte politicians for political purpose Ct C, B, Chapman!
History of the Cuban Republic (New York, Macmillan, 19*7), p. 31*.

v,napman,
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passed in 1910, known after its author, as the Morua law, which pro-
hibited the formation of political parties on racial lines; this law is

apparently still in force. Negroes have nevertheless played a role, if a

subordinate one, in Cuba's politics. In the western provinces they
have cast their lot with the liberal party, although in Oriente they
have followed the conservatives. A number of Machado's worst deeds

were attributed to Negro henchmen, but it is probable that they were
no more numerous than those for which whites were responsible. Occa-

sionally Negroes have been elected to the Cuban Congress, and re-

cently a prominent Negro journalist was a member of the Council of

State. Few Negroes, however, have occupied positions in the adminis-

trative service of the government or in the judiciary* Altogether, while

the Negro population of Cuba has been assimilated to a much greater
extent than that in the United States, Negroes have made much less

social and cultural progress. Although colored people have numerous
social clubs, there is only one Negro fraternal aid society in Cuba, the

Uni6n Fraternal, containing about a thousand members, who in return

for weekly dues of 25 cents receive sick and burial benefits. Many
Negroes also belong to the Cuban branch of the Odd Fellows lodge.
Until recently at least, most of the leading Cuban Negroes have up-
held the goal of complete assimilation; but during recent years a

new element has arisen which takes pride in the fact of being a Negro*
Thus the Qrganizaci6n Celular Asteria upholds Negro in contrast to

Cuban culture, and demands that Negroes be given 50 per cent of

public positions, such as school teaching. The Negro movement has

become so influential that leading Havana newspapers now contain

sections devoted to Negro news. Nevertheless, there is no national

organization of colored persons, such as exists in the United States,

whose object is to work for the general social and economic advance

of the race and to prevent racial discrimination.

Following the downfall of Machado, fear of a Negro uprising again

took hold of certain sections of the Cuban population. Having suf-

fered perhaps even more severely than the whites in the recent de-

pression, many Negroes naturally attempted to improve their economic

position at a time when a wave o revolutionary sentiment swept the

island. Negroes were among the leaders in seizing sugar properties

and making exorbitant demands on mill managers. Moreover, fol-

lowing the revolt of the sergeants, the percentage of Negro officers

and enlisted men in the Cuban army greatly increased. Although de~
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tailed statistics are not available, some estimates declare that today 35

per cent of the enlisted men are Negroes. The social legislation o the

Grau regime, combined with the policy of deporting Haitian Negroes,

undoubtedly benefited the Cuban colored population. The Grau ad-

ministration also appointed a number of Negroes to public office, in-

cluding the first Negro judge. During the post-Machado period some

Cuban Negroes attempted to abolish social discrimination. In January

1934 Negroes in Trinidad entered the section of the central park re-

served by custom to the whites, declaring that there was nothing in

the Cuban Constitution to justify segregation. As a result of this inci-

dent, rioting occurred, one Negro being killed.
11

These efforts of the Negro in the post-Machado period, which often

took an extreme form, alarmed many conservative Cubans. In the

past the politicians among the leading parties have been able to con-

trol the Negro vote by means of petty bribery and other inducements.

But as a result of the unrest which has penetrated Cuban life, it is

probable that the Cuban Negroes will be susceptible to new forms of

political propaganda, and that with the growth of intelligent self-

interest they will support movements which promise to improve their

social and economic condition.

While racial prejudice against the Negro exists in certain white

circles, this prejudice is not due to any inherent trait in the white

race. The Cuban Negro exhibits a similar antipathy to the Haitian and

Jamaican, whose standard of living and cultural level are considered

lower than those of the Cuban colored class. Many Cuban Negro
leaders sympathize with the deportation of Haitians inaugurated by
the Grau regime.

12
Racial prejudice also seems to exist between

Negroes and mulattoes. For example, in Santiago de Cuba each group
has its social club, from which members of the other group are ex-

cluded.

Among Communists the idea of an autonomous Negro state in

Oriente Province is being discussed as a solution/ 8 But clearly this idea

is fantastic, Cuba will solve its racial problem by keeping schools

open to Negro children, increasing educational facilities to children

not in school, and working out an economic and social system in which
Negroes, equally with whites, will have an opportunity to earn a liveli-

hood and to build a civilisation.

n Informs de la comisi6n investigctdora de fof sttcews de Trinidad y Qtros trabajos
comite* por log derechos del Negro, cited*

12 Cf. pp. 2x6-217.
aa Cf. "La cuesti<5a negra <n Cuba, custi6n nacional," Atoo?, June 1934.
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4. The Chinese

In the early part of the nineteenth century Chinese filtered into

Cuba, coming originally from the Philippines via Spain. These Chinese
were known as Chinos Manilas* Following the suppression of the

Negro slave trade, the Spanish government imported Chinese laborers

under 8-year contracts, beginning in 1847. This type of importation
continued intermittently until the conclusion of a treaty between China
and Spain in October 1864, which defined the conditions of work of

the Chinese laborers and provided that the laborer might purchase
his discharge. Between 1853 and 1873 more than 132,000 Chinese were

shipped to Cuba, 13 per cent of whom died en route or shortly after

their arrival. Chinese labor also complained of being grossly abused by

employers,
14 while Cubans declared that they committed many crimes,

and did not have the vigor of the Negro.
15

.

Importation of Chinese came to an end in 1873. Five years later

the Spanish government issued a decree requiring all Chinese whose
contracts had terminated either to make a new contract or to leave the

island, on the ground that many were criminals. In 1877 the Chinese

population was reported to be about 44,000; by 1899 it totaled 14,863.

Of this latter number only 49 were women*16

In military order No. 155 of May 15, 1902 the American military

government prohibited Chinese immigration into Cuba, with the ex-

ception of merchants and students. This order was enforced until

1919 when 1,100 entered,
17 followed by 9,203 in 1920 and 1,858 in

1921. Apparently these admissions formed part of the Menocal policy

of importing cheap labor from other areas, such as Haiti. In 1926 the

Cuban government strengthened the prohibition against Chinese im-

migration by enacting Decree No. 570 which, with a few exceptions,

admitted only Chinese diplomatic and consular representatives.

Between 1919 and 1931 the Chinese population increased from 10,-

300 to 24,480. The Chinese support several newspapers and a theatre

in Havana and have clubs in many cities. In retail commerce, where

they have gained a reputation for honesty, the Chinese offer severe

competition to the Spaniards, During recent months a number of

Chinese establishments have been bombed or threatened with bomb-
14 Report of the Commission sent by China to ascertain the condition of Chinese coolies in

Cuba, presented to the Tsungli Yamen October 20, X&J4, cited in H. B. Morse, The Internet*

tiond Relations of the Chinese Empire, VoL H, p. 179-180*
*< Pcsuela, Dfecion&rio, cited* Vol* IV, p. ^42*W Report on the C<msu$ of Cttba> xSpo.* pp* 69, 3o<
M Cento, Jrp*& p< 175* i
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ing, presumably by disgruntled competitors. Other Chinese are em-

ployed in laundries, restaurants, or truck-gardening. Although only
about 500 marriages are reported between Chinese and Cubans, colored

and white, the Chinese have left the mark of their blood throughout
the island.

5. The Spanish Question

Despite the presence o a large Negro and a small Chinese minority,
Cuba is predominantly Spanish in race and culture. Districts such as

Holguin are very similar to Spain. The structure of the towns, type of

architecture, the evening promenades in the plaza, life in the clubs,
and even the small burros with milk cans dangling on each side are

almost a replica of Spanish life,

Following its conquest of Cuba, the Spanish Crown carefully re-

stricted the right of emigration to the West Indies. Despite the illicit

entrance of,numbers of Portuguese, Genevese and others, the Andalu-
sians, belonging largely to military and bureaucratic classes, dominated

immigration to Cuba.18
Beginning in the nineteenth century, however,

the characteristics of this Spanish migration changed Spaniards, who
were accustomed to agricultural and commercial pursuits, now com-
ing from Asturias, Galicia, the Basque Provinces, Catalonia and the

Canary Islands,

During the first two centuries the white population of the island
was so scanty that Spain imposed the death penalty on any Castilian

attempting to leave Cuba for America proper. When the British cap-
tured the Spanish colony of Jamaica in 1655, about 8,000 Spaniards fled

to Cuba, while the slave insurrection in Haiti as well as the purchase
of Louisiana by the United States caused an even greater number of
Frenchmen to migrate there.10 The Spanish colony increased when
Florida was ceded to the United States in 1819, and when the other

Spanish colonies received their independence. As the last stronghold
of Spain in the Western Hemisphere, Cuba remained the military,
agricultural and commercial center for many Spaniards.

At the beginning of the nineteenth century a distinction developed
between the peninsular Spaniard, born in Spain and the Cuban, the

Spaniard born in Cuba. The former class came to Cuba to make a
fortune or an official career; the Cuban had come to look on the

Ortiz, Losncsrwfsclwos, cited p. 4. ct F. 8. Hulse, The Comp*w*iv* Anthropometry
of Cubans and Anddusians (unpublished thesis, Harvard Collegt: Library 1033)

*^"*T
"Many French immigrants settled m the city o* CfedeoM, for example, Of. H. Portell ViUL

Htstona de C&rdenas (Havana, 1928)* p. 33.
*
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island as a permanent home. The colonial policy accentuated this dis-

tinction by withholding from the Creoles, as the Cubans were called,

privileges extended to Spaniards. In 1860 there were 513,000 Cubans in

the island, divided almost equally between men and women. The

Spaniards numbered 83,000, of whom 66,000 were men. At the end of

the Spanish War the Cubans had increased to 1,466,633, while the

Spaniards numbered io6,i64.
20

Today there are officially 614,000

Spaniards in Cuba, or 15.6 per cent of the entire population a figure
which well-informed observers believe to be greatly exaggerated. There
are about 75,000 more men than women in the Spanish colony, many
of the men having married Cubans.

Although Spain was obliged to give up its political control over

Cuba, the Treaty of Paris protected the private rights of Spaniards in

the island. The Spanish colony has since been strengthened by a

constant stream of immigration. Between 1903 and 1933, 723,381

Spaniards entered Cuba; of this number several hundred thousand

have returned to Spain. In 1920 a record of 943294 immigrants was

made; following a decline during the next two years, the figure rose

again to 46,439. As a result of the depression, however, the tide has

swung in the other direction. In 1931 and 1932 more Spaniards re-

turned to Spain than migrated to Cuba. In the former year only 1,210

Spaniards entered the country. Nevertheless, the Spanish colony re-

mains large, and is distinct from the Cubans proper. In 1919 only 14*

per cent of the Spaniards were Cuban citizens, and the percentage

probably remains unchanged.
For many years a number of Spaniards, especially from the Canary

Islands, came to Cuba annually to work on the sugar crop and then

returned to Spain* Belonging to the type of seasonal labor known as

golondrinas or swallows, they lived together in primitive cooperative

units, dwelling in special barraconcs under the most unsanitary condi-

tions. With the importation of Negroes from Haiti and Jamaica and

the growth of the depression, this type of Spanish migration has come
to an end-

As a rule the Spanish immigrant came to Cuba for the purpose of

making a permanent living at whatever occupation presented itself.

Although some of them went to work on farms and became colonos,

most of them usually planned to become merchants in the town or

city* Until recently, at least, Cuba has imported large quantities of its

a Gonalo de Que&ada, Cuba (International Bureau of the American Republics; Washing*
ton. Government Printing Office, 1905), p, *a.
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food and clothing; commerce, consequently, has been a profitable

occupation. With his low standard of living and habits of hard work,
the Spaniard soon monopolized retail commerce. Assisted by the labor

of his family, he used his store as a dwelling, and lived meagerly on
the merchandise he could not sell.

Originally Spanish business houses were on a small scale, the em-

ployee living with his employer's family. The income of the employee
was not a wage regularly collected in full. Except for a small amount
of cash, it consisted of a sum allowed to accumulate in the business.

Employees had no liberty and could not even go out on the street

except on stated occasions. Eventually the employee might be admitted
as a partner, but during the early period he was merely an apprentice.
More recently, large Spanish firms have come into existence in Cuba,
in which the line between the capitalist and the worker is clearly
drawn. In many cases the Spanish workers have formed labor unions;
and one of the largest cooperative societies is composed of commercial

employeesthe Asociaci6n de Dependences del Comercio de la

Habana a body which also contains a large proportion of Cuban
members.

6. The Spanish Cooperative Societies

The most interesting feature of the Spanish colony is undoubtedly
"the cooperative societies and other forms of organizations, which at

one time enrolled 90 per cent of the Spanish population as members if

families of members are included.21 Many of the. societies which
grouped together Spaniards from the same region in Spain, such as

Asturias and Galicia, were founded in the eighties. Their original pur-
pose was to look after the needs of Spanish immigrants, to see that

they did not become public charges in violation of the immigration
laws, and to relieve the misery caused by periodic epidemics. They
have since developed to the point where the larger societies provide
their members with the facilities of a social club,, educational oppor-
tunities and free medical care. The cost of membership in these socie-
ties does not exceed $a a month. While about three-fourths of the fee

.
largest

,

of
!
h
5
sc socicties are foe Ccntro Asturiane, founded in *8B6, the membership

of which has declined from 60,000 to about 34,ooo; the Ccntro Gattego, which, partly because
of an internal administrative controversy, has declined from about 64,000 to 15,000} and the
Asociaatn dc Vependicntcs dtl Comercio, the number o which has declined from sa ooo to
about 18,000, At one time the cooperative societies had aooooo members, Membership losses
have been due in large part to the depression. In addition to the cooperative societies providing
medical care and social facilities, there are countless numbers of other organizations of a social
and benefit nature*
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goes into medical benefits, the funds have also been used, in the case

of the Centra Asturiano and the Centra Gallego, to build magnificent
buildings in the heart of Havana, as well as to construct and maintain
a number of schools and some of the finest hospitals and clinics in

Cuba. Particularly notable is the Quinta La Covadonga, maintained by
the Centro Asturiano. The success of these societies, which for the

most part are concentrated in Havana, in providing their members
with medical care has given rise to an acute controversy between the

cooperative societies and the Havana medical profession, discussed in

another chapter.
22 Whatever the merits of the controversy, the Spanish

cooperative societies, which contain numerous Cuban members, are

among the most successful experiments in cooperation to be found in

any country.
From the cultural and racial point of view, the modern Spaniard

has made a distinct contribution to Cuba. The constant stream of

Spanish immigration has served to maintain the purity of the lan-

guage and the development of Cuban culture. The Spaniard, more-

over, has assisted the economic development of the island, while the

cooperative societies have benefited many Cuban members. The ma-

jority of the bishops, priests and nuns in the Catholic Church are

Spanish. The Spanish colony, however, has aroused serious opposition
on the part of many Cubans, partly for economic and partly for cul-

tural reasons.

The vast majority of Spaniards, coming in great part from the

lower classes in Spain, have been inspired primarily by a desire to

accumulate a competence. They have lived by themselves a tendency

possibly accentuated by the cooperatives which have satisfied their

social needs- For the most part, they have been monarchical at heart,

retaining conservative ideas in other than political matters. The
Casino Espanol, the social club of the most successful Spaniards, was

the hub of reaction in colonial times and today is a center of con-

servatism* la 1928 a small minority attempted to break away from this

tradition by establishing in Cuba the Circulo Rcpublicano, which

favored the overthrow of the Spanish monarchy several years before

it occurred* The Circulo is not strong, and most of the members of

the Spanish colony seem to cling to the manners and customs of their

fathers. A small group of Spaniards have, however, brought to Cuba

the ideas of anarcho-syndicalism which inspire a number of labor

unions in the island*

M Of. Chapter V.
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Although the Spaniards are for the most part aliens and have a

tendency to become self-centered, they exercise a wide influence over

Cuban political life. By virtue of their monopoly of trade., they con-

trol to a certain extent the advertising in newspapers. Aroused by
the enactment of the 50 per cent law and by the support given to the

doctors in their controversy over the cooperative societies, the Spaniards
turned against the Grau administration; many of them for a time

contributed to the support of the ABC.
Friction has also arisen because the Spaniards occupy such a domi-

nant position in the economic life of the country. Despite the export of

capital to Spain in the form of remittances and interest, Cuba imports
from Spain about twice what it exports. Although the books have been

balanced by triangular trade, Cubans believe that Spain should pur-
chase larger quantities of Cuban exports. A number of recent meas-

ures, such as the 50 per cent law and the law forbidding the export of

money, have been aimed in part at Spaniards.

While the Spanish colony continues to maintain its identity and

exercises a predominant economic influence, there are several factors

which may eventually bring about the assimilation of Spaniard and
Cuban. From, the point of view of race and language the two are

related. Moreover, the great majority of the Spanish immigrants make

permanent homes in Cuba; many marry Cuban women and have chil-

dren who automatically become Cuban citizens unless they ask to be

registered as Spaniards at the age of twenty-one.
23 While some wealthy

Spaniards retire to Spain, the majority die in Cuba. As the Spaniards
die off, leaving children who are Cuban citizens, the Spanish colony
should disappear unless it is continually replenished by immigration.
While for the time being more Spaniards are leaving Cuba than enter-

ing, it is not improbable that when economic recovery takes place the

Spaniard will again resume his migrations to Cuba. At present the

immigration law imposes practically no restrictions on the number of

Spaniards who may enter. The Cuban government might do well to

consider the adoption of some qualitative immigration tests, so as to

insure that such immigration will consist of the classes of Spaniards
who may contribute most to the development of the island*

The Spanish cooperative societies might do more to bring about
better understanding between the Spanish and the Cubans proper. At
present, despite schools for children, the cooperative societies are

23 Art 4> Pan * Constitutional Law, February 6, 1934* Under the 1901 Constitution, how*
ever, those born of foreign parents in Cuba could secure Cuban citizenship only by making $
declaration to that effect on arriving at the age of 21.
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doing little work in the field of adult education. They could attempt to

stimulate the interest and raise the cultural level of adult members

by discussion groups, lectures, and other forms of adult education, and

generally promote closer cultural relations between Cubans and

Spaniards.



CHAPTER III

ECONOMIC LIFE

Cuba, the largest island in the West Indies, has an area greater than

that of many European countries, such as Portugal or Holland, and is

about equal in size to Pennsylvania or Virginia. Located only a few

miles from the United States, Cuba dominates the entrance to the

Gulf of Mexico. The topography of the island is marked by an abun-

dance of bays and commodious harbors, and by three mountain ranges,

the largest of which is the Sierra Maestra in Oriente Province. The

center, particularly Camagiiey Province, consists largely of a flat plain,

well-suited for cattle-raising. With one or two exceptions such as the

Cauto river, Cuba lacks navigable rivers and has almost none of the

resources necessary for widespread industrial development. Its coal and

petroleum resources are, so far as is known, of minor importance, and
water power is limited. A few mineral deposits, principally iron ore,

copper, chromium and manganese, have been developed commercially-

Today the copper mines of Matahambre, the asphalt mines of Mariel

and Chambas, the petroleum deposits of Bacuranao, the gasoline of

Motembo, the iron mines of Daiquiri and Firmeza, the chromium of

Mayari, and the manganese of San Luis are being exploited. Opinion
differs as to whether mineral exploitation may be profitably increased,

The wealth of Cuba is derived from its agricultural products, chiefly

sugar and tobacco. Originally the whole island was covered with heavy
tropical forests which have been for the most part destroyed by the

inroads of agriculture. Nevertheless, there are still several thousand

hectares of forest land in the extreme eastern and western parts of

the island. The soil of Cuba is so rich and the climate so equable that

very little human effort is required to produce a crop, and several

crops may be grown in one year. More than 3,350 plants indigenous to

the island have been catalogued*

i. Economic Origins

Although Cuba was conquered by Diego Vel^squeas in 151:1, its

economic development began with the British occupation of Havana
42
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in 1762- At that time the British government abolished the Spanish
trading monopolies and established free commerce. Following its re-

occupation of the island, Spain enacted the ordinances of 1777 and

1818, removing the prohibitions on commerce between Cuba and for-

eign nations, but retaining preferential treatment for Spanish goods
and ships. These measures, together with the destruction of the neigh-

boring French colony of Haiti as a result of the slave rebellion of 1791,
led to a period of great prosperity for Cuba. While cattle continued

to be raised on a large scale, the economy of the island was based on

sugar, tobacco and coffee. Owing to the decline of the French planta-
tions in Haiti, Cuban coffee production rapidly expanded from 7,411
arrobas in 1790 to about 2,000,000 arrobas in 1831 ; but after 1840 the

industry went into decline, owing to the development of sugar and
the success of Brazilian coffee. Since then sugar and tobacco have

occupied a dominant place in Cuban economy, both under the colonial

regime and the Republic.
From the outbreak of the Ten Years* War in 1868 until the close

of the Spanish-American War in 1898, Cuba experienced economic

difficulties. This was due in large part to the state of chronic insurrec-

tion produced by the intransigeance of Spain, the commercial policies

of Spain and the United States, and the development of beet sugar in

foreign countries. Between 1889 and 1897 Cuban exports to the United

States declined from $56,336,064 to $16,233,456. At the end of the War
with Spain the economic situation was chaotic. Cuba's foreign markets

had been disrupted, and its internal economy largely destroyed. Of the

3,000,000 head of cattle enumerated in 1895, only 10 per cent remained

at the end of the Spanish war. Moreover, about two-thirds of the real

estate was mortgaged.
The American occupation, 1899-1902, undertook to establish a stable

government and to find new markets for Cuba's leading exports. The
latter end was achieved by the conclusion of a reciprocity treaty be-

tween Cuba and the United States on December n, 1902. This treaty

provided that all Cuban goods not already on the free list should enter

the United States at a reduction of 20 per cent in the ordinary tariff

rates. Dutiable American goods imported into Cuba were, in return, to

be divided into four classes, entering at rates which were respectively

20, 25, 30 and 40 per cent below the regular Cuban rates. Duties could

not be imposed by either government in the future on goods then on

the free list

TMs agreement, together with the Platt Amendment, which con-
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stituted a virtual guarantee of the stability of the Cuban government,
revived Cuba's markets and initiated a new period of prosperity.

Cuban exports and imports (money not included) now increased, sub-

ject to several fluctuations, as follows:
*

CUBAN EXPORTS AND IMPORTS, 1902-1914

(in millions of dollars)
Year Exports Imports Total

1902 64.3 60.5 124,8

1903 77.2 63.5 140.7

1904 89.0 77.0 166.0

1905 110.2 95.0 205.2

1906 103.9 98- 201.9

1907 104.2 IO4-5 208.7

1908 94.6 85.2 179.8

1909 124.7 91.4 21 6. i

1910 150.8 103.7 254.5

1911 122.9 113.1 236.0

1912 173.0 123.2 296.2

1913 164.6 140.1 304.7

1914 174.0 118.2 292.2

Although by 1910, Cuban sugar lost the direct benefit of the reci-

procity treaty
2

by virtue of increased production, sugar exports con-

tinued to increase along with Cuba's general trade because of the

increasing demand for sugar which was accentuated by the World
War.

2. Foreign Investments

The economic development of Cuba has been marked not only by
a large foreign trade but by extensive foreign investments. It is esti-

mated that these investments have amounted to nearly one and a half

billion dollars, or approximately $400 per capita. To equal the per

capita Cuban figure, the United States would have to borrow abroad

a total of over fifty billion dollars-

More than a billion of this total represents American holdings dis-

tributed, according to one estimate, as follows: 8

* Sccretaria de Hacienda, SeccI6n dc Estad&tica, Annual Reports.
* Cf. p. 245-
8 L, H. Jcnks, Our Cuban Colony (New York, Vanguard, 1928), pp, 299-300* In 1930

Dickens placed American investments at $io<>6,05rooo, while Wiukler put it at $1*500,000,-
ooo. "A New Estimate of American Investments Abroad," Trade Information Bulletin, No. 7#7
(Washington, U. S. Department of Commerce), p. 165, Max Winkler, lnv#&m$n*$ of U* 5,

Capital in Latin America (Boston, 19^9), p, 3184.
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AMERICAN INVESTMENTS

Sugar industry . . $ 600,000,000
Public utilities . 115,000,000

Railways, public ... . 120,000,000
Mines . . 50,000,000
Tobacco industry . ... 20,000,000
Hotels and amusements 15,000,000
Mercantile .... 30,000,000

Agricultural . . . 25,000,000
Factories 15,000,000
Office buildings and city real estate . 50,000,000
Government debt . 100,000,000

$1,140,000,000

These investments are exceeded only by those of the United States in

Canada and Germany. It is estimated that all but about two hundred

million dollars of American capital entered Cuba during the war and

post-war periods. The remaining foreign investments represent for the

most part Spanish and British holdings. A large Spanish colony con-

trols retail commerce 4 "5 and owns much urban property. It is esti-

mated that until recently the Spaniards of Cuba have remitted an-

nually to Spain between ten and twenty million dollars, and that the

interest on Spanish capital was three million dollars more. British

holdings represent about two hundred million dollars, part of which

is invested in the United Railways. To what extent these investments

represent a writing-up of assets is not known.

Data necessary for the compilation of Cuba's international accounts

are also lacking, but it would appear that during the World War for-

eign capital yielded an unusually large return. Since 1923, however,

the situation has changed, and it is doubtful that many foreign in-

vestors have received interest on their money. Today the great majority

of those who have invested in Cuban agriculture and industry would

gladly liquidate their holdings at from one-fourth to one-half what

they originally invested* While the investor may have fared badly, the

"physical product of the investment remains in Cuba. The major evil

of this foreign investment has not been, as some of the more radical

Cubans have stated, that the country is being drained of its wealth by

foreign exploiters, but that excessive foreign investment, particularly

in sugar, has stimulated an economic growth injurious to Cuban and

foreigner alike*

* 38.
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3* Leading Exports

According to the traditional principles of international trade, Cuba

should export those products in which it has a comparative advantage
and import articles which other countries can produce more cheaply.

For a period of more than 25 years the Cuban Republic, to a large

extent at least, attempted to apply these principles. Because of its soil

and climate Cuba can produce sugar more cheaply than almost any
other country in the world. During the greater part of the nineteenth

century Cuba led the world as a producer of cane sugar. In 1894 pro-
duction for the first time exceeded a million tons.

6
Although the war

of 1895 seriously crippled this output, the establishment of the Cuban

Republic, accompanied by the Reciprocity Treaty of 1902 and the

Permanent Treaty of 1903, led to a great expansion. In 1904 production
once more exceeded a million tons, while by 1914 the figure rose to

2,597,732 tons. Although the original stimulus given by the Reciprocity

Treaty had now been spent, the reduction of the American tariff in

1913, followed by the enormous demand for cane sugar caused by the

World War, incited Cuba to further efforts, resulting in a crop of

4,009,734 tons in 1919.

Following the collapse of 1921, sugar production in Cuba, stimu-

lated by apparently unlimited resources in the United States, began
to expand far beyond the figure reached during the World War. Mean-

while, increases in the American tariff in 1921 and 1922, reflecting a

world-wide tendency to stimulate domestic sources of sugar supply,

began to offer obstacles to the expansion of Cuban sugar exports. The
fact that, despite these obstacles, Cuba could continue to expand its

production indicated that the island possessed unusual natural advan-

tages. Nevertheless, the price of sugar (at New York and excluding
the tariff), although it reached 5.240 cents a pound in 1923, soon

entered a period of steady decline. In 1924 it was 4*186 cents, and in

1925 and 1926 averaged about 2*5 cents; by 1932 it had fallen to an

average of -925 cents, recovering to 1.208 cents during 1933.

Tobacco

The second source of Cuba's wealth has been tobacco, which is

probably superior in quality to that in any other part of the world* For
several hundred years large amounts have been exported in the form
of leaf tobacco or cigars* Before 1817 the production and trade in

6 Unless otherwise specified, all tons are long tons*
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tobacco constituted a Crown monopoly. Following the abolition of
this monopoly and many onerous taxes, the production of leaf tobacco

rapidly increased. From the establishment of the Republic until 1931
the production of leaf tobacco fluctuated between 415,000 and 610,000
tcrcios annually,

7
yielding an annual return of about $50,000,000.

The average amount of tobacco leaf produced during the four

years 1924-1928 was 65,028,000 pounds, of which 38,334,000 or 58.9 per
cent was exported, the remainder being used in the manufacture of

cigars. Tobacco production is concentrated in the province of Pinar del

Rio, whose soil is especially adapted for this purpose. The production
of tobacco is for the most part in Cuban hands.

In 1899 tobacco exports exceeded sugar in value, but since then

sugar has gradually assumed a predominant position. In 1908 sugar
and its products constituted 54.1 per cent of the value of total exports,
and 88.6 per cent in 1919. The percentage of tobacco, on the other

hand, fell from 32.7 to 8.3 per cent during the latter period.
8
Although

sugar and tobacco have continued to dominate, the Republic has ex-

ported small quantities of other products, some of which have actually
increased in value during the post-war period. The situation is shown in
detail in the table on page 48. As this table indicates, during the

period 1932-1933 sugar and tobacco constituted only 84.19 per cent
of the total exports, in comparison with 96.34 during the abnormal

period of 1919-1923, and 92.82 during the period 1924-1928. Down
through 1933, on the other hand, the export of molasses, fruits and
vegetables, sponges, honey and woods showed increases.

Tourists

Next to sugar and tobacco, tourist expenditures have been the

largest source of Cuba's foreign income. By virtue of its location
Havana is a regular port of call for many ships en route to Panama
and other Latin-American ports, and passengers going ashore often

spend large amounts of money. Even more important have been the

special cruises operating from New York, annually bringing tens of

T A tercto is approximately too pounds,
8 Censo de 20 Rcp&blica de Cuba* /p/o, p. 231,
<*E. Durruthy, Comercio exterior y navcsaci6n, Jo/p-rpj/, repdblica dc Cuba (Havana,

J934). Eata &>r *93^ aad *933 &om U/S- Department of Commerce, Special Circular No,
300, Cuban Foreign Trad* (Washington, June **> 1934). On the other hand, in 1929 the per
capita exports other than sugar were less than in the period of x 899-1901. Philip G. Wright,
Tfa Cttbm Situation and Our Treaty Relations (Washington, 1931), p. iJtS,
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thousands of tourists to Havana for a stay of several days. In addition,

many Americans before the depression made extended stays in the

winter season in Cuba to escape the rigors of the northern climate or

the Eighteenth Amendment. According to the National Tourist Com-
mission, 86,270 tourists went to Havana in the peak year of 1930, to-

gether with 76,982 transient passengers, or a total of 163,252. It is esti-

mated that these visitors spent $12,591,000.
The general trade increase between 1914 and 1925 is shown in the

following table:

Exports Imports
(in millions of dollars)

{excluding money) Total

1914 174.0 118.2 292,2
1915 236.2 140.9 377.1

1916 321.8 216.0 537.8
1917 356-4 256.1 612.5

19x8 4<>7-3 294.6 701.9
1919 573-0 356.6 929.6
1920 794.0 557.0 i,35i-o

1921 278.1 357.4 635.5
1922 325-5 180.3 505.8
1923 421.1 268.9 690.0
1924 434*9 289.8 724.7
1925 354- 297-3 651.3

4. Internal "Economic and Social Factors

This marked development in the foreign trade and investment fol-

lowing 1900 produced vast changes in the internal life of Cuba. To
connect cane fields with centrales, sugar companies built more than

9,000 miles of private railroads. To link up centrdes and other enter-

prises with ports, companies constructed about 4,890 miles of public
railroads. In railroad mileage Cuba ranks seventh in the Americas,

being exceeded only by the United States, Canada, Argentina, Brazil,

Chile and Mexico. In 1899 the provinces of Camagiiey and Oriente

could communicate with Havana only by sea; today they are con-

nected not only by railroad, but by highway and airplane. In 1899
Cuba had only 256 kilometers of road; today it has more than 2,300

kilometers, of which 1,128 kilometers constitutes the Central Highway.
Cuba is still in need of thousands of kilometers of good lateral high-

ways* During the past 30 years the facilities of the telegraph and tele-

phone have been extended to every village of importance.

Moreover, during the past 30 years numerous industries have come
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into existence. The production of rum and molasses from sugar cane,

and of cigars from tobacco; has long existed in Cuba, while the re-

fining of raw sugar has greatly increased during recent years.
10
Today

Cuba maintains factories for the production of beer, ice, cement, gar-

ments, mineral waters, chocolate, shoes, furniture, perfumes, bottles,

lumber, nails, leather, dried beef (tasajd), fruit jellies and pastes,

canned fruits, leather goods, bricks, compound vegetable fats, con-

densed milk, soap, paint and paper, tile, glass, and numerous other

products. Many of these industries were stimulated by the tariff of

1927, and some of them will undoubtedly succumb as a result of the

new reciprocity treaty. Nevertheless, there has been a natural industrial

development in Cuba which is likely to continue.
11

In 1899 the census listed 93,034 employed in industry, a number

which had increased to 211,380 by 1933. Transportation now employs

nearly 58,000 workers, general commerce nearly 123,000, and mining

a little over 2,000* In the government service, including the army and

navy, there are about 50,000 functionaries and employees, while the

professions include 32,000. A certain amount of new employment has

come into existence as a result of the effort at diversification,
12 but

despite this effort 682,000 workers the great majority of the working

population are still in agriculture, most of these being employed in

sugar. According to the government census of 1929, 67.81 per cent of

the national agricultural production consisted of sugar cane, 10.5 per
cent grain, 10.3 per cent meat, and 4.2 per cent tobacco.

13 In 1933 sugar

still constituted 70 per cent of the total exports.

These figures would indicate that, despite the obstacles erected to

the export of Cuban sugar on the one hand, and strenuous efforts at

diversification within Cuba on the other, sugar remains the foundation

of Cuban economy. Had Cuba been able to continue to dispose of

5,ooo,ooo-ton crops, such as were produced in 1925 and again in 1929,

the sugar industry would have been extremely profitable. As pointed
out in Chapter I, however, the country as a whole would not neces-

sarily have been in a healthy condition. The fluctuations in the world

sugar market, and the dependence of Cuba on the whims of the

American tariff policy, created a condition of instability and insecurity.
The sugar industry, moreover, was dominated by foreign capital
10 CL table in footnote 12, p. 225.
11 Cf. "Cuban Readjustment to Current Economic Forces/' Trade Information Bulletin t

No. 725 (Washington, U. S. Department of Commerce, 1950).
i* Cf. p, 54 8.
18 Secretarfa de Agricultura, Comcrcio y Trabajo, Estadistica Agropccuaria, x$$# to

(Havana), p. 20*
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and foreign entrepreneurs, being organized on the basis o large land

holdings, and was confronted with social problems almost inevitably

created when an uncontrolled system of large-scale production invades

the tropics and makes use of low-standard and semi-literate workers.

5. Land Tenure

One of the most striking features of Cuban economic development,
discussed in more detail elsewhere, has been the growing concentra-

tion of agricultural land in the hands of large companies, and the

decline in number of farms. Today Cuba has about 38,105 farms (a
third of which are less than 2 cabs in size), in comparison with 60,711

farms in iSpp.
14

One reason for this development has been the disappearance of a

form of land tenure, called the hacienda comunera. Although the

Spanish Crown claimed all of Cuba as Crownland, the Cuban munici-

palities early made grants called mercedes to individuals, for an in-

definite period. These grants usually authorized the holders to graze
cattle on an area which, in the absence of a detailed knowledge of the

country, was not precisely defined. The holder was authorized merely
to use land extending several leagues around a known point. The grant
was valid only if the concessionaire used the land and constructed a

house at the center for the benefit of travelers*

Although originally these grants were of an individual nature, they

gradually became collective holdings, called comuneras. This change
arose because of the difficulties of inheritance in a primitive country.
In some cases the heirs were absent in Spain; generally there was lack

of adequate judicial procedure or surveys. Consequently, the heirs

merely held title in common to the property, which was roughly
divided into units of possession, called pesos de posesi6n.^ This sys-

tem of land tenure soon gave rise to numerous controversies, and in

1819 the Spanish government provided a means whereby the estates

could be voluntarily divided. The procedure proved extremely slow,

and until the end of the Spanish-American War a large part of the

land in Cuba was held under the system of haciendas comuneras.

Apparently believing that this system of land tenure constituted an

obstacle to the economic development of the country and that private
titles should be developed, the American military government ap-

14 E&adistica Agropecuaria, cited, p. 7; Report on Census of Cuba, 1899, p. 543,
iro Ouerra y Sdnchcz, Hutoria de Cuba, Vol. II, pp i8a ft.; B. Celorio, Las
Comunera? (Havana, 19x4)9 Chapter II*
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pointed a commission of Cuban lawyers to study the problem. As a

result o their recommendations, General Wood promulgated Order

No. 62 which provided for the division of the communal estates by

special judicial process which was more rapid than the old procedure.

The commission rejected the proposal that the government assume re-

sponsibility for dividing up the lands, but left it to individual initia-

tive to bring the matter before the tribunals established by the order.
16

Cubans criticized the working of this order and it was modified

in several respects by the courts, following the termination of the

American occupation.
17

It was contended that the operation of the

decree worked an injustice, particularly on the small and illiterate land

holders. We are not competent to pass judgment on this highly tech-

nical legal question, but it does appear that the substitution of a system
of private property laid a foundation for modern corporate develop-

ment, and the present latifundia system which would not have been

possible had the old system of land tenure remained in effect. The

development of private property may have been desirable, but had
the American occupation desired to keep control of local resources in

Cuban hands, it would have worked out at the same time a system of

peasant ownership and enacted legislation limiting the amount of land
which foreigners might acquire. Following the termination of the

American occupation, the Cuban Republic failed to take any measures
in this direction,

18 and the latifundia continued to grow.

6. The Depression

The depression came to Cuba five years before it invaded the United
States. Between 1924 and 1933 Cuba's economic and social life degener-
ated to a marked extent. This depression has been due largely to the
difficulties which have arisen in the production of sugar, to reckless

investments, to the erection of excessive tariffs with the object of

stimulating domestic sugar production in nearly every country in the

world, to the accumulation of vast sugar surpluses, to the establish-
ment of artificial production controls, and to the failure o govern-
ments to adopt wise commercial policies generally. The enactment of

i Civil Orders and Circulars, Order No, 62, issued from January x, 1902, to May o 1002,
p. 163 F.

"Cdorio, Las Haciendas Comuncras, cited, p. 53? Angel a Betancourt, JurisprufanciaCubana (1912), Vol. I, p. 359.
18 In 1900 the American Congress passed a joint resolution stating that every corporation

engaged m agriculture in Puerto Rico shall by its charter be restricted to the ownership and
control or land not exceeding 500 acres; but it was not enforced.
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the Hawley-Smoot Tariff Act of 1931, increasing the duty on Cuban

sugar to 2 cents a pound and imposing high duties on Cuban fruits

and vegetables^ was an important factor in hastening Cuba's decline.

The extent of this depression in Cuba is indicated by the fact that

the export of sugar and molasses, which in 1924 amounted to $382,-

193,000, declined during the following eight years to a figure of $57,-

743,000 for 1932, or 85 per cent less than in 1924. The detailed situa-

tion is represented in the following table :

SUGAR EXPORTS, 1924-1933

(value in millions of dollars)
Raw

~

Year

1924

1926
1927
1928
1929
1930
1931
1932

1933

Owing to the erection of tariff barriers, and the decline of foreign pur-

chasing power, Cuba's second export tobacco suffered a similar de-

cline between 1929 and 1933. In the latter year the value of the exports
of Cuban leaf tobacco was only $13,861,000, as compared with $43,-

067,000 in 1929, a decline of 68 per cent. Cuba also lost a large part
of its export market in cigars, due in some measure to the transfer of

cigar factories to the United States
19 and to the growing unpopularity

of cigars in comparison with cigarettes. Similarly, the export of Cuban
fruits and vegetables, which reached a high level of $5,295,611 in 1930,
declined to $2,420,744 in 1933. The trade decline was as follows:

in millions of dollars

Exports Imports Total

1926 260.8 301.7 562.5

1927 257.4 324'4 581-8

1928 212.8 378.1 49^-9

1929 2l6,2 272.4 488-6

1930 160.5 167.4 327*9
1931 80.1 1:18.9 199-0

1932 51.0 80.7 131.7

1933 42.4 84.4 126.8

19 In 1932 the so-called Cigar Trust withdrew its factories from Havana to Trenton, New
Jersey, apparently because o labor troubles in Cuba and also because of the unwillingness of

Cuban cigar makers to use cigax*xxxakin machines.
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In the field of domestic finance, despite the successive increases of

taxation enacted by the Machado government, government revenues

steadily declined. In 1924-1925 regular revenues amounted to $93,-

559,300; in 1932-1933 to $43,652,890; the special Public Works Fund
in this year was $9,470,430, making total revenues of $53>I23>32 - Cur-

rency in circulation fell from $188,000,000 in January 1925 to $64,-

506,364 in 1932 (including cash in Treasury and in banks). Owing to

the severe decline in prosperity, the political disturbances in Cuba, and

possibly the repeal of prohibition in the United States, tourist trade

likewise showed a marked drop. Less than 8,000 tourists came to

Havana in the 1934 season (December 1933-April 1934) as compared
with over 86,000 in 1930.

In the country, colonos could not repay advances; in the cities rents

could not be paid. Dispossession (dcsahucios) of city properties in-

creased from 75,198 in 1931 to 86,998 in 1932^ The psychological
eifect of economic and political maladjustments was indicated by the

fact that in 1932 there were 1,004 suicides in Cuba,
20a or 253.38 per

million inhabitants, in comparison with 67.82 in Spain, 122.69 *n

Uruguay, and 89.79 in Chile.

7. Diversification

In return for its large exports of sugar and tobacco, Cuba imported
vast quantities of foodstuffs, mostly from the United States, such as

chickens, eggs, condensed milk and meat products; it also imported
large quantities of jerked beef or tasajo from Uruguay, and rice from
the Orient. Cotton goods, machinery and fuel also bulked large in

Cuba's import trade.

The table on page 55 indicates the nature of Cuban imports since

the World War.21

With the decline of sugar and tobacco exports, Cuba lost its former

purchasing capacity. Cuban imports declined almost in the same pro-
portion as sugar exports. Cuban capital and labor consequently tended
to move into other industries during the past few years. This tendency
was hastened by a program of agricultural instruction carried on by
the Department of Agriculture, and by the enactment of the highly
protectionist tariff of 1927.^ With the decline in price of sugar dur~

20
IBstctdisticas, 1932, p. 270.

20* Suicides in Cuba numbered 1,217 in 1931, and 1,132 in 1930*i
Durrudiy, Comercio exterior y navtsaci6nf 1913-1931, cited, p. 20. Data for 1932 and

1933 from U. S. Department of Commerce, Special Circular No. too, cited,23 Cf. p. 9.
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ing the next few years, these duties were successively increased until

in many cases they were prohibitive. The major increases were on

imported foodstuffs, the duties on which in a few instances amounted

in free markets to several hundred per cent of the price of the product

concerned. Under such duties the rapid development of domestic

production was encouraged. In addition to many industries listed

above, Cuba embarked on a number of agricultural, dairying and poul-

try ventures.

One of the most interesting developments has taken place in the

case of coffee, the production of which has been stimulated by a duty

which in 1930 amounted to $32 a hundred kilos. Largely as a result of

this duty, the importation of coffee into Cuba declined from 12,972,000

kilos in 1925 to 58,600 in 1933. The Cuban market is now largely satis-

fied by domestic production, and the sum of seven or eight million

dollars a year formerly expended on coffee is no longer sent abroad.

By 1932 Cuba actually exported 6,088,932 kilos, which declined to

3,242,293 kilos in 1933. About 85 per cent of the coffee is produced in

the foothills of Oriente, while most of the remainder comes from the

mountains of Trinidad and from Pinar del Rio. The number of coffee

fincas increased from 2,854 in 1925 to 4,458 in 1933, while the number

of acres under production nearly doubled. Production increased from

i9,6op,ooo kilos to 23,680,000, while the number of persons employed
in the crop has increased from 13,986 to 25,845. The price for Trinidad

coffee per hundred pounds declined from $20 in 1931 to $6 in I933*
2 *

Corn is a second article in which production greatly increased. This

article is used not only as food for cattle and chickens, but also in the

production of flour. In 1925 Cuba imported quantities of corn and corn

flour. By 1932, however, largely because of the growth of internal pro-

duction, imports of corn had almost disappeared. Meanwhile, domestic

production of corn had increased to such an extent that a-marked fall

of prices occurred. This decline led corn producers to diminish their

cultivation and to export more than 4,000,000 kilos. In 1933 corn im-

ports jumped to 3,802,000 kilos, having a value of $138,000* Cuban
maize is susceptible to attack by a special worm and is difficult to

preserve in good condition. If the production of maize is to be

stabilized, some experts believe that the grain should be sterilized after

drying and stored in iron tanks immune from attack by insects.

Following the virtual annihilation of Cuban cattle during the War

23 Cocoa is also produced in Oriente province, 3,446,588 kilos being produced in 19*5, and
*>9*5350 in 1932-1933-
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of Independence, Cuba for many years imported large quantities of

meat. The domestic cattle industry, however, has grown to even greater

proportions than in 1895. By 1932 the island contained 4,448,000 head
o livestock, more than 2,500,000 head of which were found in Cama-

giiey and Oriente provinces. In addition it is estimated that there were
between 700,000 and 800,000 hogs, and between 150,000 and 200,000

sheep and goats.

These animals are used not only by farmers for subsistence pur-

poses but also for commercial slaughter. Large cattle ranches are found,

particularly in Camagiiey. The number of animals butchered in the

slaughterhouses of the Republic between 1928-1932 and the quantity
of fresh meat obtained is shown in the following table:

CATTLE SLAUGHTERED

A similar development took place in the milk industry. It is esti-

mated that milk production today is between 700,000 and 800,000 litres

daily, only about half of which comes from organized dairies. Alto-

gether more than 4,000 fincas, with 191,000 cows, are engaged in the

production of milk, while several concerns manufacture condensed

milk. After 1925 exports of butter and cheese began to appear. En-

couraged by the tariff of 1927 and the competitions organized by the

Department of Agriculture, Cubans began to raise chickens and eggs,

the exact amount of which is unknown.
This development in internal agriculture, of which many other

examples could be cited, was accompanied by a striking reduction in

the imports of foodstuffs, as illustrated by the following table:

IMPORTS OF MEAT PRODUCTS

(in metric tons)

Fresh Meat Salted Meat Lard Jerked Beef Sausage

1925 1,083 20,841 39,411 20,220 2,410

1933 30 3,530
*
1932.
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IMPORTS OF DAIRY, POULTRY AND OTHER PRODUCTS

Condensed Milk Cheese Butter Eggs Dressed Poultry

1925 21,765 tons 2,530 tons 1,112 tons 11,936,854 Dz. 136,442 kilos

1933 2,311
"

116
"

5
"

33
"

3,027

Coffee Corn Potatoes

1025 12,972,730 kilos 81,665,895 kilos i3*>38o,523 kilos

1933 58,064
"

3.801,867
"

18,318,669 ^t
tThe figure for 1933 includes 7,512,000 kilos of potatoes, ostensibly imported for "seed,"

but actually to secure a lower rate of duty.

It was assumed by some observers that these marked decreases in

imports meant that a domestic market had been developed as a sub-

stitute for former imports. While undoubtedly internal products to a

certain extent supplanted imports, the major cause for the decrease in

Cuban imports, whetherj>f food products or other articles, was loss of

purchasing power as a result of the decline of sugar exports. The

customs statistics quoted above reveal that 28.70 per cent of the articles

imported in the years 1932-1933 still constituted foodstuffs, or only 6.0

per cent less than the percentage of foodstuffs imported for the period

1924-1928. Although foodstuffs markedly declined, they fell off little

more than imports as a whole. As far as manufactured goods are

concerned, Cuban purchases of American products fell, in the case of

cotton knit goods, from $918,000 in 1928 to $15,000 in 1932; silk knit

goods, $1,219,000 to $136,000 during the same period; passenger auto-

mobiles from 5,598 cars in 1929 with a value of $3,898,000 to 440 cars

with a value of $219,000 in 1933; cast iron piping from 4,654,000 pounds
in 1928 to 11,000 in 1932; and electric light bulbs from 1,412,000 in

1929 to 177,000 in 1932. This latter decline, however, was affected

by Japanese competition. The fundamental reason for the decline o

imports was the increase in prices caused by excessive tariffs.

Several concrete examples re-inforce this conclusion. Between 1925
and 1933 coffee imports fell off nearly thirteen million kilos annually,

but domestic production increased only four million kilos, part of

which was exported. These figures would indicate that the consump-
tion of coffee during 1933 was considerably less than in 1925. As a

result of the imposition of heavy duties, rice imports also fell from

234,519,000 kilos in 1928 to 142,634,000 kilos in 1932, a decline of

91,885,000 kilos. Production, as shown by unofficial figures, increased

from 4,550,000 kilos to 28,800,000 kilos, an increase of 24,250^000 kilos*

The increase in domestic production was thus only 26 per cent of the

decline in exports.

These examples would indicate that in a number of cases the result
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of the policy of excessive protection, coupled with the general loss of

purchasing power, was to diminish the amount of food consumed by
the Cuban people and increase the cost of living. An outstanding

example was the case of lard. Despite successive increases in the duty
on lard, domestic producers were unable to fill the need for this prod-
uct.

24
Consequently imports of vegetable oils and olive oil between

1925 and 1933 actually increased, while the price of lard remained

much higher than in the United States. In the early months of 1934,

when hog lard was being quoted in Chicago at less than 3 cents a

pound, the retail price in Cuba was between 21 and 22 cents. This

difference presumably was due in part to a temporary glut in the

American market. Nevertheless it seems obvious that the Cuban

people could obtain in the United States a fundamental article of their

diet at a much lower price than they can produce it themselves. The

program of economic nationalism inaugurated in 1927 may have had
certain meritorious features, particularly in encouraging local produc-
tion of foodstuffs, but it developed certain local enterprises at excessive

cost, and did not prevent the growth of unemployment and wide-

spread suffering. It could not free Cuba from its fundamental depend-
ence on sugar and tobacco.

8. The Interests of Other Countries

Even under the colonial regime, Cuba depended to a growing ex-

tent on the United States as a market. This dependence rapidly in-

creased following the establishment of the Republic and the conclusion

of the Reciprocity Treaty of 1902 and the Permanent Treaty of 1903*

A high point was reached in 1908, when the United States purchased

87 per cent of Cuba's total exports. In return, Cuba purchased large

quantities of industrial and agricultural products from the United

States. By 1924 Cuba was America's fourth best customer* But, as a re-

sult o the declining export trade in sugar, Cuba necessarily cur-

tailed its purchases from the United States, and by 1933 had become
our sixteenth best customer. American exports to Cuba, other than

foodstuffs, dropped from $133,089,000 in 1924 to $18,294,200 in 1933

one-eighth of the 1924 amount! The situation is shown in detail in

the following table: \

24 The importation of lard declined from 39,411 tons to 9,897 tons between 1928 and

1932. In the latter year the hogs domestically slaughtered amounted to only 7,842 tons, includ-

ing meat and land. Even had Cuba been able to produce lard to meet the local demand, a sur-

plus of pork would have been created in excess of domestic requirements.
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CUBAN TRADE WITH THE UNITED STATES

Imports from U. S. Exports to U. S.

Year Amount Per cent of Total Amount Per cent of Total

1924 $191,571,000 66.1 $320,263,000 83.3

1925 187,224,000 62.9 264,200,000 74.6

1926 160,051,000 61.4 242,882,000 80.5

1927 159,056,000 61.7 256,143,000 78.8

1928 122,349,000 60.8 202,533,000 72.8

1929 127,051,000 58.7 208,774,000 76.6

1930 91,872,000 56.5 116,116,000 69.0

1931 45,940,000 57.4 89,074,000 74.9

1932 27,653,000 57.3 57,482,000 71.3

1933 22,674,000 53.5 57,112,000 67.6

In short, United States exports to Cuba and Cuban exports to the

United States declined not only absolutely but also relatively to the

exports of other countries. On the other hand, the share of Cuba's

exports taken by England increased from 7.3 per cent in 1926 to 19.4

in 1933, while the British proportion of Cuba's imports increased from

4,8 to 5.8 per cent. Spain's proportion of exports increased from 0.5 per
cent in 1925 to 3.2 per cent in 1933, while its proportion of imports
increased from 4.4 to 6.2 per cent.

9. Commercial Agreements

Attempting to increase its foreign trade with countries 25 other than

the United States, Cuba concluded a commercial treaty with Spain
on July 15, 1927. In this treaty Cuba agreed to admit free of duty from

Spain mineral waters and ordinary unglazed bricks. It also agreed not

to increase the tariff rates in force on September 15, 1925 on Spanish
wines, liqueurs, olive oil, preserved fish, vegetables, green almonds,

raisins, chestnuts, walnuts, olives, dried figs and several other products.
In return, the Spanish government agreed to lower the taxes imposed
on tobacco imports by the Spanish tobacco monopoly. This monopoly,
moreover, agreed to purchase annually from Cuba tobacco to a value

of not less than 9 million pesetas* When the Spanish production did
not satisfy national consumption, the Spanish government would
authorize the importation of raw sugar from Cuba at a tariff rate equal
to the production tax imposed on national sugar.

26
Apart from these

25 Most-favored-nation treatment was also accorded to Japan in Decree No. 458 of April u,
1930, except for the special advantages granted to the United States. By Decree No. 1909 of
November 29, 1929, Cuba gi anted Canada the benefits of its general tariff, and in return
received the benefits of the Canadian intermediate tariff. Tratados Convemos y Conventions,
dcsde 1916, p. 825 ff.

2a Tratados Convenios y Convenciones, cited, p. 295.
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special concessions, the treaty granted to each party most-favored-

nation treatment, except that Cuba could not invoke the benefit of this

clause with regard to the concessions Spain made to Portugal or

Spanish Morocco. Nor could Spain claim the benefits conceded by

Cuba to the United States. Although the proportion of Cuba's foreign

trade with Spain slightly improved, following the conclusion of this

treaty, it was obvious that the future of Cuba was bound up with the

market of the United States.
27

- Concerned over Cuba's political instability and desirous of increas-

ing its own exports, the United States took two fundamental steps in

1934 with regard to Cuban trade. First it enacted the Jones-Costigan

Act of May 9, ip34,
28

authorizing a definite system of sugar quotas for

the leading producers in the American market. By virtue of this Act,

the amount of sugar which Cuba might annually export to the United

States was fixed at 1,902,000 short tons. The President, making use

of his tariff powers, at the same time reduced the duty on sugar by

half a cent a pound. Apparently because of the strength of the Ameri-

can beet-sugar interests, the Act gave Cuba a sugar quota less than half

the average amount exported to the United States between 1924 and

1929, Similarly, due to the political strength of the American sugar

refiners, the Act cut down by 25 per cent the amount of refined sugar

shipped by Cuba in 1932 to the United States. Nevertheless, the Jones-

Costigan Act served to halt the decline of the Cuban raw sugar indus-

try and to increase the price of Cuban sugar.

Secondly, the United States and Cuba signed a new trade agree-

ment on August 24, 1934, supplementing the Reciprocity Treaty of

1902. In this agreement the United States undertakes to make a second

reduction in the duty on Cuban sugar, bringing it to .90 cents a

pound,
29 "31 and to make tariff reductions on Cuban rum, tobacco, and

27 Cuba, however, buys more than twice as much from Spain as it sells, despite Spanish

remittances, etc., as the following table indicates:

Exports to Spain Imports from Spain

1928 .............. $ 4.340,282 $ 9>382433

1929 ............... 3273i38 8,929,258

1930 .............. 2,484,715 7583587

1931 ............... 1,781,024 4,181,442

1932 ................. 1,487,780 2,979,092

8 Technically this Act constitutes an amendment to the Agricultural Adjustment Act, but

will be known throughout mis report as the Jones-Costigan Act.

29-81 cf* p 361, The duty on rum was decreased from $4 to $2.50 a gallon; the duty on

wrapper tobacco from $1.90 to $1.50 a pound; on cigars from $2.80 a pound and 20 per cent

ad valorem to $2*25 and T2& per cent ad valorem.
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fresh fruits and vegetables. In view, however, of the tobacco control

program of the United States, tobacco imports were limited to 18 per

cent of the total amount of tobacco used in the United States for cigars

during the previous year. While by this ingenious means the American

control program is protected, it is possible for Cuban tobacco exports

to increase next year to the extent of $2,000,000. Although the United

States agreed to lower the duty on Cuban vegetables and fruit, such

reductions take effect only during the season when vegetables and

fruits are not being produced in the northern climate.
32 The extent of

these concessions to Cuba is indicated by the fact that the Cuban agree-

ment has met with severe criticism from Puerto Rico, on the ground
that the reductions in duty on Cuban products will cut into the sales

of Puerto Rican tobacco, vegetables and fruits, which enter the United

States free of duty. In return for benefits thus given to its sugar, rum,
tobacco and vegetables, Cuba makes a number of concessions to the

United States. In the first place it reduces import duties on American

goods, usually by increasing the American preferences as established

by the 1902 treaty over the regular Cuban duties. In the second place

Cuba agrees not to increase the existing rates of duties on a large num-
ber of American products during the life of the agreement.

83
Thirdly,

Cuba agrees to clarify its existing customs nomenclature which will

work an advantage to American business and foreign trade generally.
34

Fourthly, Cuba agrees to reduce internal taxes on many American

products, and not to increase internal taxes on numerous articles im-

ported from the United States.
35 This concession is of importance par-

ticularly in the case of hog lard, for Cuba agrees to abolish by Septem-
ber 3, 1936 the consumption tax of $i per 100 pounds on this article,

Cuba also agrees to abolish a similar tax on wheat flour within two

years. Finally, Cuba agrees not to impose any quantitative restrictions

82 In the case of grapefruit the reduction in duty is limited to the season from August I to
September 30; in the case of hma beans and squash, from December i to May 31; in the case
of potatoes, fresh tomatoes and cucumbers, from December i to the end of February; in the
case of eggplant and okra from December i to March 31. Although avocados remain on the
free list, Cuba agreed, in an exchange of notes, to prohibit all shipments of avocados to the
United States annually except during the months of June to September, thus giving 100 per
cent protection as far as Cuba is concerned to avocado producers in Florida and California
during the remainder of the year* Moreover, the reduction in sugar made by the treaty remains
in effect only so long as the American quota system exists. C- p. 263,

35 The agreement shall remain in full force for three years and thereafter may be terminated
on notice by either government. In the event of termination the convention of 1902 automati-
cally resumes operation.

8* These changes in nomenclature were made by unilateral decree preceding the signature
of the agreement.

86 The United States undertakes a similar obligation with respect to Cuba.
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on any article receiving the benefit of tariff reduction in the treat}'.
36

Cuba '(as well as the United States) is likewise bound to refrain from

imposing any new restrictions on the transfer and means of payment
which places an undue burden on trade.

37

Cuba's most valuable concessions to the United States probably
relate to hog lard and allied products. Thus it agrees gradually to

reduce the duty on such lard from $9.18 to $1.45 per 100 pounds.
Similarly it undertakes to reduce the duty on cottonseed, corn, and

soya bean oil from $4.36 per cwt. to 88 cents in the case of crude pro-
duction and on the refined product from $6.45 to $1.36. Moreover,
it increases the American preference on crude oil to 35 per cent and
on refined to 30 per cent. Somewhat less striking reductions in duty
are made on pork products other than lard, such as bacon and cured

ham. Similarly, Cuba makes concessions, largely by increasing the

American preference, in the case of wheat flour, rice, fresh, dried or

evaporated fruits, animal and poultry feeds, canned sardines, salmon
and other fish and shellfish, canned peas, asparagus, canned meats,

corn, crackers and biscuits. The Cuban government grants concessions

in the case of a limited number of textiles, a 30 per cent preference
increase in the case of rayon fabrics and silk yarn and other yarns.

Passenger automobiles, radios, motion picture sound equipment, indus-

trial machines, iron and steel bars and structural shapes, copper wire,
cast iron piping, electric light bulbs, American cigarettes and numer-
ous other products are similarly benefited*

As a result of these concessions, the local hog industry,
38 and the

manufacture of crude and refined vegetable oils which is being
carried on primarily by the Hershey Corporation will probably be

eliminated. It does not follow, however, that the maintenance of hogs

30 The United States accepts the same provision, but the restriction is in reality one-sided
because the United States is expressly authorized to impose a quota on Cuban sugar and
tobacco. Both countries may impose prohibitions or restrictions on grounds o public security,

public morality, etc., or when the purpose is "to extend to imported products a regime analagous
to that affecting like or competing domestic products, such as restrictions imposed on imported
products the production of which may be restricted within the importing country." Another

apparently one-sided provision is that the reduction in the sugar duty made by this agreement
automatically expires in case the quota system established by the Jones-Costigan Act lapses,

although the Cuban reductions are made permanent for the life of the treaty. Similarly the

advantages granted Cuban tobacco expire if the tobacco control program of the United States is

terminated*
87 Apparently this provision is to prevent the re-enactment of the monetary Decree-Law of

June 2, 1934, although the article does not apply to measures restricting the exportation of

gold and silver. C p. 326, footnote 17. In the event that the government of either country
considers that the other has not complied with the provision, it may terminate the agreement
on thirty days' notice.

88 The agreement still retains a duty on United States lard o $3.20 per hundred kilos,

the ad valorem equivalent of which 5s about 23 per cent.
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by local farmers will necessarily be impaired by this treaty. If the

Cuban government wishes to develop domestic hog-raising for suste-

nance in contrast to commercial purposes, it would do well to remove

the present restrictions on the use of hog cholera serum. Moreover the

new treaty will probably prevent the expansion of Cuban manufacture

of nickel and aluminum. To protect one small stamping mill pro-

ducing kitchenware and giving employment to less than twenty work-

ers, the Cuban government had imposed a virtually prohibitive duty

amounting to over 50 per cent ad valorem. The trade agreement pro-

vides for a reduction on these products in the United States rate from

$50 to $37.50 a hundred kilos. Similarly, during the negotiations the

Cuban government unilaterally reduced duties on mixed paint, enam-

els, lacquers and varnishes to the level existing in 1927, and the agree-
ment binds these duties against increases. This reduction will probably
curtail the unsound development of certain branches of the local

industry in which President Machado had been personally interested.

In increasing the American preference in regard to rice the agreement

may impede the commercial expansion of rice in Cuba, but it will

hardly injure the existing industry which has not expanded during
the last several years despite heavy tariff protection. On the other

hand the new agreement does not affect adversely the Cuban produc-
tion of the following foodstuffs, although many of them were im^

ported at one time from the United States: salt, oleo, oil, eggs, poultry,

corn, meat and dairy products, black beans and blackeyed cow peas,
80

potatoes,
40

certain by-products of the vegetable oil industry, sausage,
and ordinary crackers. Likewise the new agreement does not jeopard-
ize production of cotton piece-goods of the type which Cuba manu-
factures, such as cotton sheeting, chambray and denim. In the

case of coarse cotton knit fabrics and also of cotton sewing thread,
no preferences were granted the United States. The new agreement
does not, moreover, injure the domestic gray cement or brick indus-

tries, the production of small soil and drain pipes, nor the Cuban fur-

niture and tanning industries. Although the American preference on
soap duties is increased 10 per cent, this increase does not seem to be

enough to disturb the local soap industry which has been protected
by very high duties. In order to decrease the cost of the local shoe
manufacture the American preference on leathers used in shoe making

39 On red beans, which Cuba is now producing in increasing quantities, a slight concession
is made to the United States.

* However, during the period when Cuba imports potatoes, July i to October 31, the
United States duty is reduced by 50 per cent.
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was increased 10 per cent, but no change was made in the United
States rate of preference in regard to shoes, thus leaving the Cuban
leather shoe industry intact.

The new trade agreement does not interfere with the excessive

protection given a number of domestic industries which do not seem
to have justified their existence from the standpoint of the country
as a whole. For example, as a result of enormous protection a single
local industry supplies practically the entire demand for soil pipe

although such pipe could probably be purchased much more cheaply
abroad if the duty were lower. Similarly, the new treaty hardly aftects

the local production of toilet waters and powders which exists

only by virtue of excessive protection and charges the consumer a

price far above what the quality should justify. Nor does it interfere

with a 60 per cent ad valorem duty on silk wearing apparel which at

one time was imported in large quantities. Today a few factories, none
of which are owned by Cubans, control the market, supplying an

inferior quality to the Cuban consumer at a high quality price. The

only change made by the trade agreement in this situation is to increase

the American preference 10 per cent, thus reducing the duty on the

American product to 50 per cent ad valorem.

Although the trade agreement protects most of the recent diversi-

fication developments in Cuba, it does increase the advantage of the

United States over foreign competitors for Cuban trade. The agree-
ment will undoubtedly injure the export of olive oil to Cuba by Spain,
since this oil has been imported as a substitute for lard, the price for

which has now been reduced. Moreover the concessions made to the

United States by Cuba will make it extremely difficult for Japan to

compete in the field of yarns, copper wire, electric bulbs or cellophane.

Japan buys little from Cuba, however, and so is not in a position

to retaliate. In some cases the method used to increase the American

advantage, i.e., by increasing the American preference together with

increasing the general Cuban rates will raise prices to the Cuban con-

sumer.41 Nevertheless Cuba retains complete liberty to reduce specific

rates and to abolish duties entirely, provided only that in the case of

reduction of rates the percentage of preference granted the United

States is observed. In this respect the trade agreement differs from the

Ottawa pacts concluded by the British Commonwealth of Nations,

41 No increases in duty were made in the trade agreement, but in Decree-Law No f 440 of

August 24, 1934, the Cuban government unilaterally increased duties on more than 300 items,

GoceUt Ofidolt 3dm6n Extroordinoria, No. 76.
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which established for designated products absolute margins in pounds

sterling below which no rate could be reduced. Moreover, increases

in the American preference are limited largely to products imported

chiefly from the United States. In negotiating this agreement Cuba

took precautions to protect major imports from Great Britain and

Spain (except in the case of olive oil) so as not to injure the British

market for raw sugar and the Spanish market for a cheaper grade

of tobacco.

In particular, the trade agreement does not affect a large number

of products which are sold to Cuba for the most part by foreign

countries other than the United States. A list of the leading products

is as follows:
Total Trade

Article

Rolled iron sheets tinned

Tanning materials

Patent medicines

Biological products
Thread for hand weaving. .

Jute sacks

Fabrics of hemp, flax . .

Fabrics of other vegetable fibres

Fabrics of other vegetable fibres

Wool fabrics: in piece. . .

Silk fabrics: in piece_ y * * \

(in thousands

of dollars')

. $ 242.8

134-7

847.9
. 104.4

509.8

2,006.9

205.8

217.5
I22.O

419.7

Chief

Supplier

Per Cent

-from
United States

847.6

Paper (Manila) .......... 170.6
Rushes for hat manufacture... 126.2

Cheese ............. 117.4
Condensed milk .......... 73 -7

Codfish ............ 524.8
Chick peas .......... 402.8
Onions and garlic . ! ...... 189.9
Onions and garlic ...... 161.8

Olive oil ..... ...... *>34**3

United Kingdom 47.9

Spain, China, Italy 17-1

France 35.6

France, Germany 63.5
United Kingdom 9.1

British India 26.9

Ireland, U. Kingdom .3

Belgium, Japan 26,2

Japan, U. Kingdom 31.7
United Kingdom, France,

Spain 5.2

Japan 72.5

Germany, Switzerland 50.3
United Kingdom, Japan,

Switzerland .1

Holland 20.1

Netherlands, Norway 11*9

Norway, Canada 1.7
Mexico .3

Egypt, Chile, Spain 14.6

Spain 38.2

Spain ,01

There are also a large number of other articles, the importation of

each of which in 1932 was less than $100,000.

The trade agreement with the United States does not increase the

American preference in regard to any of these articles and Cuba
remains free to negotiate with any other foreign country concerning
them. It is true that if Cuba agrees in a trade agreement with a third

state to reduce the duties on any article the United States would
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automatically receive a preference over the regular duties thus reduced.

For instance should Cuba agree to reduce in favor of the United

Kingdom the rate of duty on cotton thread for hand weaving, the

preferential rate to the United States would be based upon the new
rate granted to the United Kingdom, not the old rate. Nevertheless,

inasmuch as foreign countries already predominate in the trade of the

articles listed above, it is improbable that the application of the prefer-
ence principle would seriously interfere if Cuba wished to make real

trade concessions to foreign countries in these products. In fact should

Cuba reduce the general duty in these products the actual spread in

dollars between the general and the preferred rate would be decreased

and as a result the American share of the trade would presumably fall

off. If the United States is not able now to obtain a major share of the

trade of the items above, there is little reason to suppose that it would
increase its share if the general Cuban duty were lowered.

It seems fair to conclude therefore that the trade agreement be-

tween Cuba and the United States represents a marked effort to

revive leading Cuban exports and stimulate American foreign trade

without seriously affecting the recent diversification movement in

Cuba and without closing the door to trade negotiations between Cuba
and other foreign countries.

The Jones-Costigan Act, together with the new trade agreement,
offer Cuba a market for the future which will not be as great as that

which it enjoyed in the United States before 1925, but which for a

period of at least three years will be reasonably secure. During this

period Cuba is given an opportunity to reorganize its internal economy
with a view to building up agricultural pursuits to supplement its

dependence on sugar and tobacco and to solve the many social prob-
lems which now exist.



CHAPTER IV

FAMILY ORGANIZATION AND STANDARDS OF LIVING

The family is the fundamental institution upon which Cuban

society rests.
1 None of the other forms of social organization are com-

parable in strength to the family.

Local communities are but loosely knit together. In the great ma-

jority of cases the Cuban municipalities and provinces do not have

deep historic or cultural roots. Although nominally the population is

Catholic, the church seems to have small influence. A few Protestant

organizations are active and may be growing, but they are still weak.

Apart from the family, the principal form of nonpolitical institu-

tionalized association is the social club, which ranges in character from

the fashionable Country Club and Yacht Club of Havana, and the

flourishing Rotary clubs in the leading cities, to the casinos and liceos

found in the small villages and the clubs among the colored popula-
tion. Even the little mountain hamlet of Sierra near Cienfuegos, with

a population of only 200, has a social club which would be a matter of

pride to any American town of 2,500.

i- The Cuban Family

The Cuban family is interesting because of its form of organiza-

tion, size and strength, and the role which it plays in the social struc-

ture. It is a monogamic unit in which the position of women is un-

usually high. In the city districts it tends to follow the organization
of the typical modern urbanized family, but in the country it often

takes on the characteristics of the peasant stem-family still found in

1 Whether the family is losing ground in Cuba as in other countries is difficult to say. In

1919 the number of families showed an increase of only 19.5 per cent over the number
reported in 1907, although the population had increased 41 per cent. Ccnso de la J&ep&blica dc
Cuba, rprp, p. 381. During this period the family probably increased in size. Since 19x0,
however, the birthrate of the country seems to have declined. C. Chapter V, Divorces have
increased during the past few years, now numbering about 400 annually. The rate in 1932 was
100 per million population, which is much less than the United States, which has a rate
of 1,280. Cuba, in common with many other countries, has many free unions. The percentage
o such free unions to legal marriages declined from 23 per cent in 1899 to 19 per cent in 1907
and 13 per cent in 1919. The percentage increased, however, to 16 per cent in 1931* These free
unions, however, tell little about the strength of the family.

68
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many parts of Europe and in isolated districts in the United States. As
a result of this and other factors, the family which lives on a unit

budget of income and expenditures tends to be larger than that found
in the rest of North America. Less attention is paid to birth restric-

tion than in the industrialized countries of either Europe or America.

Partly due to the foregoing factors the family displays greater soli-

darity and strength, and plays a much more important role in the

total social organization than in the commercialized cultures with

which Cuban society is compared.
Since in one section of Cuban society domestic life and agricul-

ture are emphasized, while in another section the gainfully employed
are either workers on the plantations or reside in the cities, it is in-

evitable that the family should play a varied rdle. In the purely rural

and less commercialized areas, the family has more solidarity and

takes a greater part in the total social organization than it does on the

plantations or in the cities. In general, however, the economic rational-

ization of Cuban life is so little developed as compared with that in

industrialized countries that the family has an exceedingly important
share of the social functions.

The Cuban family is larger than that found in industrialized coun-

tries, and its rural element is also larger than the urban. This, however,
is partly offset by wealth. Since the general familistic pattern is

strong, many of the wealthy urban families have a number of chil-

dren or support very large groups of other relatives. The family of

a well-to-do colono who lives in Santiago may serve as illustration.

His family consists of himself (45), his wife (41), a daughter (23)

who is a school teacher, a son (21) who assists him in his business, and

other children aged respectively 20, 18, 16, 14, 12, 10, 8, 6, 4 and 2

years. His mother, 70 years of age, lives within his household and he

contributes to the support of two brothers, one 47 and one 34. Finally,

a brother-in-law and his family live in a house owned by the colono

and have not paid rent since the beginning of the depression. This

family had a total economic iixcome during 1933 ^ Ip?100* or about

$6bo a person. This amount may be compared with less than $96 a

person for all of Cuba in the same year.

Ordinarily, however, such families as these are to be found con-

nected directly with agriculture and reside in the rural districts. For

instance, a farmer living on 85 acres of land near Holgum had the fol-

lowing family of 23 persons; the head (55), the wife (48), twelve

children from 7 to 26 years of age, two daughters-in-law, and 7 grand-
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children. The family lived in three houses but under only one budget

of income and expenses. The paternal household included the head

and his spouse and ten children. Two other houses on the same farm

included each a son and a daughter-in-law, and the seven grand-

children. The two oldest sons had left home and were working in

Holguin. This family had a cash income of $605 and a goods income

of $950, or a total of $1,555. The real income per person was $68, or

less than the national average. No observer, however, would fail to

admit that their standard of living and way of life were considerably

above the average for Cuba.

At Preston a family of 12 may be cited for illustrative purposes.

The head was a resident laborer in the barracks who cut cane during

the zajra and planted cartroads
2
during the dead season. He was 45

years of age and his wife 34. The ten children ranged from two months

to 18 years. The total income was $387, $127 of which was in money.

This gave an average of about $32 per person per year. Farming was

inadequate on the 2% acres of cartroads and their diet was very

limited.

These are extreme and not average cases. We have been using what

the sociologists call the typological method, rather than that of aver-

ages.

To say that the rural Cuban family averages 500 persons for each

100 households and that they have less than $90 per person of real

incomes to consume during 1933 does not give a clear picture of the

situation*

Some tables are given to present the situation by figures. They cover

113 families, cases selected to represent the layers of Cuban life from

that of the cane worker through that of the fairly wealthy colono. They
include mainly rural families. In order to be representative of all Cuba,
about 25 families should have been added from Havana, as they

already include a representative group from Santiago, and from the

important smaller cities of the island. Three income groups are given
in the table and for each such group the number of households studied

are divided into groups by size. Of the 41 families with incomes up
to $>6oi, 16 had more than five members. Fifteen of the 25 families

with incomes between $601 and $1,000 and 39 of the 47 families with

incomes above $1,000 had more than six members. The Cuban families

2 Cartroads are those openings in a cane field which serve jointly for hauling the cane to

the switches and for fire barriers. They must be kept clear, and are used by many of the

batey workers during the dead season.
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with children have greater numbers than families in industrialized

countries.

SIZE OF TYPICAL FAMILIES ACCORDING TO INCOME GROUPS

Number of Persons per Household or Family
Real Income IO Total

Groups -123456789 or more Families

Up to $600
$6oi-$i,ooo

$1,00 i-f9,090 .

All groups .. 5 3 13 12 10 12 13 7 12 26 113

The next table gives the average size of family and the median
income per family and per person.

AVERAGE SIZE AND ECONOMIC CONDITIONS OF FAMILIES BY INCOME GROUPS

Real Income per
Median Real Average Persons Person for 1933-

Real Income Income per Household 1934 based upon
Groups I933~I934 or Family Median

Up to $600 (masses) $ 362 4.34 $ 84
$6oi-$i,ooo (comfortable class) 824 6.88 120

$i,ooi-$9 509O (well-to-do) 1,520 9.23 165

All groups . . . . $ 826 6.93 $ 90

In interpreting this table it should be clearly understood that

medians are used instead of averages and that these families are not

weighed by their prevalence in the total population. The average

situation in Cuba is expressed most closely by the first group up to

$601. The per capita income of the well-to-do is underestimated be-

cause the most prosperous families were also the largest. Since we have

divided the average size of family into the median income for this

well-to-do group, their per capita income appears unduly low.

It is important to state that one-third of the families among the

masses are of six or more persons and, further, that there is a close

relationship between wealth and size of family. The census bears out

the conclusion that among both the well-to-do and the poor the size

of the Cuban family is comparatively large.

The relation between wealth and family size Is reciprocal in two

respects. The more workers there are per family, the higher is the

family income. A man and wife make one worker and two consumers,

or a ratio of one to two. From the time of marriage until the rural

child reaches 12 this ratio decreases because the children are consumers
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and not workers. After 12 or 13 years of marriage, workers increase

more rapidly than consumers, chiefly because the fertility falls of? and

small children consume very little. The increase in the number of

workers results in greater income, until the family tends to reach the

zenith of its economic strength.

The second circumstance correlating wealth with family is that

the well-to-do not only can afford to take care of their children until a

later age, but use more discretion in fitting them for life. As long as

the family hangs together its basic property does not have to be

divided. Generally the head of the family picks one member who is

to succeed him and hold the family property together. All other mem-
bers who do not have good opportunities in the outside world stay

attached to the homestead. Inevitably the wealthy and the large

families have some relationship with each other.

We go into these concrete details to show that the Cuban family

plays a role somewhat different from that attributed to the family in

urban societies. More familism and less individualism are found. The

society is familistic and is held together by this bond. That is one of

the reasons why the depression has brought less suffering in Cuba
than would have been the case had the family been weaker,

2. Standard of Living

In many respects the Cuban upper classes have the habits of the

upper classes of other countries. At one time many of them were very

wealthy, built imposing residences in the Vedado and Miramar, and

spent their weekends on country quintas or farms. Today this class has

lost much of its money, while the condition of the professional classes

doctors, lawyers, writers and teachers is in many cases almost as

bad as that of the country population. Innumerable doctors, lawyers
and teachers now earn only $50 a month; while the salaries of govern-
ment officials, even in important positions, is equally low and often

months in. arrears.

From the cultural point of view the small middle class is educated
in the classical tradition. The masses of the people, however, have
had limited educational training and opportunities* In 1899, 63.9 per
cent of the population could not read,

3
Although the situation has im-

proved under the Republic, even today at least half the population is

illiterate.

3 Report of the Census of Cuba, 1899, p. 148.
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Despite the high rate of illiteracy the mass of the Cuban people

possess native intelligence, and some of them have shown determina-

tion to rise in the social scale. When they rise, they satisfy not only
their economic needs but also give expression to artistic instincts which

poor economic conditions tend to repress. Further, the population is

lacking in certain vices which afflict other countries. Except among the

upper classes, there is very little alcoholism. The prostitution which
exists is limited to the cities, but it is doubtful whether it is more

prevalent than in other countries. A widespread vice is gambling
expressed in the upper classes by games at the casinos and purchases of

lottery tickets, and in the lower classes by wagers on cockfights. The
latter diversion absorbs the major attention of many village Sundays
as does baseball in the United States. The position of women in the

family is relatively high. Few women are seen working in the fields,

and even the lowliest take pride in dress. Shoes are worn by the popu-
lation to a much greater extent than in other tropical countries,

Seasonal Incomes

Although in Cuba sugar has developed an industrialized economy
which to a certain extent represents the most advanced forms of science

and engineering, and although the country has had a high-priced and

stable currency, the standard of living is low and fluctuating. Other

chapters emphasize the seasonal nature of the sugar industry, and

have indicated how, as a result of the depression, the dead season has

been lengthened. The tobacco industry is subject to the same varia-

tions; and even at the best plantations in this industry there are at

least three months of the year when only one-third of the workers are

engaged and seven other months when two-thirds or less are occupied.
This is illustrated by the following figures (page 74) from one of the

tobacco companies which has less seasonal concentration of labor than

most Cuban rural firms.

Into these seasonal occupations the pattern of Cuban life is fitted.

With the sugar crop, activity commences over the island* Families

begin to purchase meat and rice to build up the terrific energy which

must be expended in the field. Clothing and shoes are bought. Travel-

ing salesmen for firms having warehouses full of imported food and

clothing crowd the second-class hotels in the rural towns of the island.

Lights appear about the countryside as the families once more have

enough money to purchase kerosene. The fall is generally dry and
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MONTHLY PAYROLL IN A PROSPEROUS TOBACCO-PRODUCING FIRM

Payroll for Field Payroll for Salaried Total

Month Laborers Personnel Payroll

June 1933 $ 16,563 $ 6,217 $ 22,780

July 29,314 4,770 34> 84

August 28,340 4,680 33>2o
September 30,063 4,860 34>923
October

m 31,505 4,920 36,425
November 29,065 4,920 33>9^5
December S 1^ 1? 4>935 36,452

January 1934 46>572 5>95 5^667
February 45,525 5,190 50,715
March ... 26,190 5^9 3^380
April 12,988 5,190 18,178

May 12,141 4,325 16,466

Total $339.783 $60,292 $400,075

PERCENTAGE OF FIELD LABOR EXPENSE FOR EACH MONTH

200 Represents the Expense of the Highest Month of the Year

Month Percentage

June 1933 35.6

July 62.8

August 60.5

September 64.9
October 67.7
November 62*5
December 67.7

January 1934 100.0

February 97.8
March 56.2

April 27.8

May 26.1

Average 60.8

cane fires constantly break out on the horizon. The bulls and oxen used

for hauling cane to the central have gathered strength after several

months of rest in the pastures. During a normal season everything

quickly assumes an air of prosperity. But after two to five months of

steady employment the atmosphere begins to change. The bulls become
worked out with their constant activities, particularly if the end of the

season is rainy. The cane families begin to reduce their expenditures
because they can see the dead season ahead. Each worker is willing
to take a lower paid job if he can only have something to do for money.
Storekeepers reduce the stocks on their shelves and the traveling sales-

men retire to Havana. Gradually the prosperity of the zafra passes
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away and the kerosene lights in the bohios begin to flicker out. Meat,
rice with lard, and beans, which have been the foundations of the

zafra diet now come fewer times each week. The cane cutter looks

about him for substitute foods, turning to plantains, sweet potatoes,

mcdanga and yucca. Instead of drinking coffee, he begins to depend
on cane juice which he manufactures by a crude hand press in his

doorway. Gradually, the people reduce their diet. The masses, who do

little or no planting of their own, beg and pick up their food as best

they can or migrate elsewhere for work if such can be found. The
rains begin and with them comes malaria. Yet there is no money for

doctors or medicine.

This picture exaggerates the situation for the good years, when

prices were high, when wages were such that peasants had money
saved at the end of the grinding season, and when ccntrales employed
a larger proportion of workers for cultivation and replanting or devel-

opment. But such times are no more, at least for the present. Wages
fell as low as 20 cents per day in 1933 and virtually no work was done

in the fields of many plantations during the dead season. For several

years some plantations made their workers cultivate part of their

food, but with the rise in price of sugar in 1934 many of these ex-

periments were quickly abandoned. The Cuban countryside has been

reared on a sugar economy; despite the fertility and abundance of land,

the Cuban masses do not know how to farm. The standard of living of

Cuba is marked by a short time of plenty during the zafra followed

by a long period of tightening the belt. In the absence of public

charity, the country population has held together principally because

of the solidarity of the Cuban family.

As already suggested, the Cuban peasant searches for a goods in-

come only under the pressure of circumstances. The standard of liv-

ing depends primarily on the state of the sugar industry. When sugar

is down, rents in Havana, Santiago, Camagiiey and elsewhere fall into

arrears, while the sugar worker is reduced to a sweet potato and cane

juice diet. When wages are high, the people spend their money im-

mediately. Capital accumulation is not prevalent. The primary need of

Cuba is the development of a goods income which will make the

worker more immune to the fluctuations of the business cycle, and

cushion his standard of living against the shocks experienced by the

sugar market.
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Range of Incomes

The low range of incomes, whether of a cash or goods nature, is

shown by the following examples for the tobacco firm already dis-

cussed. This company had a capital background, a market and a policy

which enabled it to pay more money and take better care of its workers

than almost any other firm in the island. Conditions in this firm con-

sequently represent an average which is considerably better than that

of the masses of the rural people in the island. This company paid

$400,075 in wages and salaries between June 19, 1933 and June 19,

1934. This represented the total and only cash income of 975 families,

or an average of $410 per family. This is a general average covering

field laborers paid $>i a day, sorters at $1.25, irrigation engine watchers

at $1.50, carpenters at $2 a day, and salaried workers ranging from

$45 per month for messengers and carters up through time-keepers at

$100, bookkeepers at $165, and field managers at from $200 to $300 per

month, as well as the work of the women in sorting the tobacco during
certain seasons of the year. On the whole, there was an average of

about three or four workers per family because even the young girls

sorted tobacco a month or two during the processing season. The total

economic income of the average family during the period from June

1933 to June 1934 maY be tabulated as follows:

ITEM OF REAL INCOME Amount

Wages and salaries for the average family, including the total 975 fam-

ilies, or from 39500 to 4,000 workers , . $410
Free rent per family at about the same rate which would be charged for

the house at the most prosperous American sugar central in Oriente

province 60
Garden products grown on company land at average retail prices at the

American sugar central . . . . 45
Cows, pigs and chickens, including eggs kept by the families (average) 10

Piped drinking water, supplied by the company to the houses through
the estate irrigation system 10

Fuel from company property (average) 5
Medical attention and funeral help supplied the families where necessary

(all medical attention was free) 15
Toys for Christmas presents to the plantation children costing $2,000 in

total 3

Clothing made at home 7
Unemployment insurance paid for by the company (average value per

family) 10

Total real income $574
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Within this average there was considerable differentiation. The total

real incomes ranged from a minimum of about $200 per family up to

$3,000 for one or two cases. The modal point was about $350 to $400.
This was an unusual case because even a nearby firm, an old

family property which was well managed, paid its average laboring

family only $361 in cash during the year and gave them much less

accommodation and other allowance. On this second estate money in-

comes per family ranged from $25 to $1,200 per year if a few share-

tenants be excluded. The first estate had only "administration" tobacco,
whereas the second had 17 families called partidarios who raised it

on shares. On this estate the average family had a net real income of

about $450 per year with a modal point below that of the more pros-

perous tobacco firm. In each case incomes were much higher in 1934
than in 1933. In 1933 28 cents was paid for sorting 25 pounds of

tobacco, whereas 48 cents was paid in 1934. On another estate 36 cents

per arroba had been paid in 1933, and 50 cents was being paid in

1934. On the large estate from which the table of real incomes was

given on a preceding page the minimum wage had been raised from
80 cents to $i after a "sympathetic" strike of short duration in Decem-
ber 1933.

'

!

On the sugar estates conditions as to real income and standard of

living were lower during 1934 than in the tobacco industry. A promi-
nent Pinar del Rio sugar central owned by a Cuban family gave the

following results:

ITEM OF REAL INCOME Amount

Average money income per family . .... ... .... $200
Free rent computed as the others .... . . 36
Free fuel picked up about the plantation . 20

Food cultivated on family land 60

Cows, pigs, chickens and eggs kept by the average family 20

Tobacco home-grown for smoking by a few of the families (average) . . t 3

Clothing made at home 6

Total real income per family $345

This was an old family estate where customs which have disappeared
in many parts of Cuba still prevailed. Some of the women still worked

in the cane fields. The owners took a great deal of interest in the

condition of the workers and had repeatedly insisted that each man
do at least some gardening. Here also conditions were a great deal

better in 1934 than in 1933.

On some of the other sugar plantations conditions were much worse.
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Some of the firms were bankrupt and had no money for cultivation of

the cane. The grinding season had been extremely short. During the

winter o 1933 some estate owners who had money gave clothing to

their workers. Practically all of them had plowed up the cane rows

and other spare land and had even made the workers plant subsistence

crops. Seeds had been furnished free. By 1934 conditions had improved
with a longer grinding season and the rise in price of sugar. Few of

the estates, however, had been able to pay their workers in 1934 more

than an average of $250 per family in cash. In addition to this, each

family had a subsidiary goods income if it cared to work at subsistence

activities. It is probably a true statement that, for the year 1934, the

average family in rural Cuba had an income in goods, money, free

rent and other things of not more than $400 per year. In 1933 it was

much less, probably averaging not more than $250 per year. These

figures may be interpreted in the light of relative price levels in the

United States for the same period. Prices tend to be about the same or

somewhat higher than in the United States. In the period studied the

following average prices for important comparative articles prevailed:

Article Unit Average Price

Relative to

Av. Prices in U. 5.

Ordinary polished rice .. .. pound 5$ About the same
Flour (wheat)

"
5$ Higher

Beans "
5-7-5^ About the same

Pork "
Higher

Fresh beef (all kinds) .

"
10-15$ Lower

Lard and substitutes
"

18-23$ Higher
Potatoes

"
3-5$

"

Coffee
"

28-33$
Bread Loafi^lbs. 10$ About same or

higher
Sugaf pound 2-3$ Lower
Rent Three-room thatched cottage Same cottage

on lot of 3,000 sq. ft., wood would cost about

floor, no light, water, chim- $60 per year as much in rural

ney, screens nor window- districts of small

panes town of America
Charcoal About $20 per About same as

year per family gas for cooking
in average Amer-
ican family

Cotton dresses and clothing
of all types Same

. Same considering
quality is poorer
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As later tables in this chapter indicate,
4 the masses of the people

expend 60 per cent o their income on food, which means that their

standard of living is considerably lower than the masses of Western

peoples with whom the Cuban is in contact. The people of European
nations and North America, for example, generally spend between 30
and 45 per cent of all income on food. The Asiatics, on the other hand,

expend between 55 and 75 per cent. Thus the standard of the Cuban

approaches that of the Asiatic, although he lives in constant contact

with European and North American cultures. A hundred dollar in-

crease annually in food production per family would put the Cuban

family within range of the material standard of living of the so-called

Western cultures which the Cuban wishes to emulate.

Diet

The diet of the Cuban lower classes is inferior. Among investigators

there is considerable disagreement as to what constitutes the proper
test of diet. The majority of recognized dieticians conclude that one of

the most important measures of diet adequacy is whether or not it is

"freely chosen" of the traditional food elements. During the dead sea-

son the Cubans do not secure enough food. During the zafra those em-

ployed eat meat, beans and rice. However, many have a poor diet the

year around.

It is often said that the Cuban diet is under-proteinized. The mass

of the population live chiefly on a few starchy foods, such as plantain,

yucca, boniato and malanga except during good times. They eat few

fresh vegetables, such as carrots, spinach, lettuce and onions, although
these vegetables may be grown on the island.

In order to understand how the masses of Cuban families fed them-

selves, some computations were made on the basis of lowest average

prices in Cuba for the cheapest foods which the Cuban uses in his diet.

The assumption was made that the average individual should have

3,000 calories of energy value, 67 grams of protein, .68 grams of cal-

cium, 1.32 grams of phosphorous, and .015 grams of iron per day. This

is what dietitians estimate as a minimum for a moderately active man.

Since the Cuban who works in the cane field is intensely active a part

of the year but loafs a good deal during the dead season, it was esti-

mated that on the whole he needed the food of a moderately active

man,

*C. p. 94-
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In order to meet these food requirements., according to the 1933-

1934 standard, the following quantities are required per average adult

equivalent per year:

MINIMUM FOOD FOR ONE YEAR FOR AN ADULT MALE CUBAN

Lowest Average Cost at

Food Amount Prices Lowest Prices

White Rice 100 pounds 5 cents a pound $ 5.00

Corn Flour 181
"

2.5

Wheat Bread 40
"

7.5

Whole Milk 150 quarts 4

4-53

3.00

quart 6.00

pound 4.50

1.50
1.00

7.65
"

5.00

Lard 45 pounds 10

Crude Sugar . 5
"

3
Meat 10

"
.

10

Beans 153 5

Vegetables 250
"

2

Total . . $38.18

This gives 3,000 calories, 82.4 grams of protein, .62 grams calcium,

1.64 grams of phosphorous, and .019 grams of iron per adult equivalent

per day. The diet as presented shows an excess of protein, a slight

deficit of calcium, and an additional amount of iron. However, the

cost of a freely chosen diet, giving the exact amounts needed, would
be the same as the above. Probably more beans are prescribed than

necessary and less meat, in order to have a variety of different types pf

protein. All of these are sample foods, assuming that corn products
will be used in place of corn flour, substitutes for lard in order to get
it at this cheap price, and that most of the vegetables will be plantains,
sweet potatoes, yucca and malanga. No computations were made as to

the vitamin content of the above diet because the assumption is made
that the people vary their diet in order to secure the vitamins.

No matter what may be the average income in Cuban families, the

fact stands that the great masses probably did not average more than

$250 per year during 1933-1934. The analysis of diet costs and diet

adequacies for the families with incomes averaging $250 a year conse-

quently applies to a considerable proportion of the Cubans. These

poor families spent in 1933-1934 an average of $0.129 Per day for food,

ranging from $0.0685 per adult per day for the poorest studied to

$0.239 for the one with an income of $330 for the family for the year.
One-third spent less than $0.10 per day for food per adult.

The diet described above costs about $0.10 per person per day. One
must estimate, however, that most families are not capable of buying at
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the cheapest prices or of being able to understand the diet value of

food. Accordingly, if we allow 20-25 per cent for inefficiency in selec-

tion and preparation of food, which is not unreasonable, we are forced

to the conclusion that the diet for the masses of the people during 1934
was at an absolute maintenance minimum.

It is clear that living conditions among the workers in Cuba for

families with real incomes up to $600 per year per family cover the

masses of the population. The living conditions of those with less than

$600 a year are typical, and fluctuations within their standard of living
reflect closely the total standard of living of the people of the island.

In order to measure this and to show what it is we shall take typical

families, chiefly from the central and eastern provinces, and summarize
their conditions. Major attention is paid to food conditions, because

diet reflects closely the general condition of the population of the

island. In the summary below we give the results for forty-one care-

fully selected typical families, mainly from the rural parts of the

island. . . ^ .,. K

3. Typical Families B

Net

Inventory
of House- In-

Province Occupation hold come Remarks
i. Camaguey Cane cutter living alone. $ 18 $124 He exists from hand to

mouth depending
chiefly on cane juice
and sweet potatoes

during the dead sea-

son.

The diet is freely chosen

during the working
season. During the

dead season he ped-
dles meat for an ex-

istence.

The central is bankrupt.
They live on cane

juice and a few vege-
tables raised on plot
of land farmed ineffi-

ciently during the

dead season.

They have an inade-

quate diet.

2. Oriente Sweeper in central; fam- 18 174

ily of four.

3. Camagiiey Haitian field

with wife.

laborer 105 190

4. Oriente none 200Migratory cane and cot
fee laborer from. Haiti;

family of four.

B The income includes goods, rent and cash for the year, and the remarks describe the diet

and subsistence activities. If no subsistence activities are mentioned, none of importance exist.

In that case many beg or secure additional food by unknown methods.
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Province

5. Camagiiey

3. Typical Families (Continued)

Net

Inventory
of House- In-

Occupation hold come

Haitian field laborer and $ 38 $204
wife.

6. Santa Clara Field hand and family
of seven.

7. Oriente

8. Oriente

Resident field laborer in 20

barracks; family of six.

Partly employed com-
mon laborer in Santi-

ago; family of five.

9. Santa Clara Single Spaniard me-
chanic in sugar mill.

10. Camagiiey Mechanic in sugar cen-

tral and beggar in

dead season; family of

eight.

11. Oriente Sugar bag carrier and
subsistence gardener ;

family of five.

12. Oriente Semi-skilled painter for

central who fishes dur-

ing dead season; fam-

ily of four.

13. Oriente Field worker and 2-acre

farmer; family of four.

Remarks

They only have enough
to eat and tobacco to

smoke during zafra.

210 They are able to eat

meat once a week

during the dead sea-

son. His employer
forced him to culti-

vate two acres last

year but he will not

do it this year.

217 They eat rice and meat

during zafra. Farms
cartroads inefficiently

for beans, corn and
sweet potatoes during
dead season.

15 228 They did not pay rent

and beg for part of

food. Meat and milk
once a week when
working.

261 He owed $40 for board.

Company permitted
him to eat on credit.

281 Their diet is extremely
limited. They squat
on company land and

beg in dead season.

*5 3*5 Inefficient subsistence

farmer whose family
tries to have lard for

cooking daily. Com-
pany gives them milk.

Affords a little meat

during zafra,

35 316 They limit dead season

diet primarily to fish.

160 318 Farming inadequate.
Have no milk. Diet

fairly good except
middle and last of

dead season.

20

5
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Province

14. Oriente

15. Santa Clara

3- Typical Families (Continued)

Net

Inventory
of House- In-

Occupation hold co.ve

Field worker who culti- f 30 $320
vates one acre; family
of three.

1 6. Oriente

17. Oriente

1 8. Oriente

19. Oriente

20. Oriente

21. Oriente

Field worker and carter 85
who cultivates 3%
acres during dead sea-

son; family of seven.

322

Semi-skilled mechanic

cultivating one acre;

family of five.

75 330

Farms 24 acres of Com- 202 335
pany land not good
for cane. Wife died
this year, so he is alone.

Day laborer employed 29 337
full time; family of

four*

Field worker and settler 77 349
in foothills on com-

pany land. Seven-acre

farm for family of

seven.

Haitian bull driver in 120 360
cane, and coffee pick-
er. Migratory laborer;

family of three.

Sweeper in factory, 60 362
Keeps goats and chick-

ens for subsistence;
family of seven.

Remarks
Income limited to 8

months. Diet freely
chosen only during
zajra. Gardening
helps.

Only one worker in

family of seven but

his farming enabled

them to have meat
once a week even in

dead season.

He is poor gardener but

his income enabled

them to have freely
chosen diet in work-

ing season and to live

fairly well other times.

They had freely chosen

diet in spite of ex-

penses for wife's sick-

ness and death.

Diet freely chosen. Full-

time occupation en-

ables freely chosen

diet year around.

He farms inefficiently.

They have fairly free

diet year around.

Diet limited but better

than that of average

migratory due to gar-

dening in coffee plan-
tation and help of

wife.

They have fair diet,

with meat during
working season. Goats
furnish milk and they
have eggs during dead
season.



PROBLEMS OF THE NEW CUBA

3. Typical Families (Continued)

Net

Inventory
of House- In-

hold come

fn8 $379on 17

Province Occupation
22. Oriente General farmer

acres. A former cane

worker who changed
to general farming
during depression;
family of six.

23. Oriente Foothills settler on 12 192 383
acres who sells tobacco

and furnishes 2 cane

cutters from his fam-

ily of three.

24. Oriente Resident field laborer in 25 387
barracks; family of

twelve. Cultivates cart-

roads.

25. Oriente Cart driver and semi- 224 389
independent farmer
on 5 acres; family of

three.

26. Santa Clara Semi-skilled mechanic
in central; family of

seven.

94 401

27. Camagiiey Carpenter and barber in

country with small

garden; family of
three.

Asst. foreman in Santi-28. Oriente

29. Camagiiey

ago brewery; house-
hold of four.

Carpenter who does
small subsistence

farming in dead time;

family of ten.

535

3040 419

30 477

Remarks
Diet tends to be excel-

lent. Tends to sell

everything to build

up his farm stock and

equipment.

Excellent diet the year
around, including
milk, pork and lard

daily. They raise liv-

ing on twelve acres.

This large family has an

exceedingly limited

diet, particularly dur-

ing the dead season.

This small family has

excellent diet year
round. They have
milk, meat and 12

Ibs. of rice weekly the

year round.

Diet is limited in dead
season but have a

goats, few chickens

and killed two pigs

during year. He is al-

ways willing to work
on farms during dead
season for part of crop.

They would live rather

well were it not for

medical expense for

defective child.

They live well. He
worked in sugar dur-

ing the Dance of the
Millions and saved to

buy his home.

He is in debt and paid
off $20 this year. In-

come left them little

for meat. "Sometimes
we eat meat and some-
times we don't."
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Province

30. Oriente

31. Oriente

32. Oriente

33. Santa Clara

3. Typical Families (Continued)

Net

Inventory
of House- In-

Occupation hold come
Cane dump foreman $232 $479
with large garden for

dead season; family of

three.

34-

Laborer permanently
employed by College
of Agriculture at San-

tiago; family of five.

Teamster, bull owner in

sugar industry, and
farmer on 5 acres of

company land; family
of four.

Field hand in cane and
subsistence farmer

during depression
only; three workers in

family of six.

Santa Clara Field hand in cane and
farmer on 5 acres;

family of twelve.

479

265 480

63 480

35. Oriente

36. Havana

Mill engine driver and

fisherman; family of

eight with one worker.

Printer in Havana.
Skilled laborer for ex-

ceptionally good firm;

family of four.

77 485

40 513

120

37. Santa Clara Telephone lineman for 6785 550
central; family of
three.

38. Camagiiey General farmer on 55 3680 568

acres; family of five.

Remarks
Lived fairly well but af-

forded meat only dur-

ing working season.

They have excellent diet.

Employer gave them
milk daily.

Family building up
homestead. Diet fairly

good now. Shows
signs of future pros-

perity.

Never farmed before

1933. Diet freely
chosen now due to

farming and to rela-

tively great number
of workers.

Diet fairly good. Large
family with three

workers. Meat twice

weekly in zafra.

Diet freely chosen due
to keeping 2 goats
and to fishing activ-

ities.

Fairly free diet. General
strike of 100 days was
surmounted by aid

from brother and fact

that firm voluntarily

paid him $5 weekly-

Diet freely chosen in

spite of sickness and
doctor's bills. Property
is estate inherited by
wife.

Diet excellent. Family
depends on income
from 2 sons in army
instead of helping it-

self.
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Province

39. Oriente

PROBLEMS OF THE NEW CUBA

3. Typical Families (Continued)

Net

Inventory
of House- In-

come

1576

40.

41.

Occupation hold

Storekeeper and mer- $435
chant among settlers

in foothills. Gardens

during spare time.

Family o two, re-

cently married.

Santa Clara Widow who is merchant 925 582
and general farmer on
crossroads 5 miles

from Placentas; family
of six.

Santa Clara Asst. mayoral who farms 379 597
3

l/2 acres for subsist-

ence; family of seven.

Remarks
Diet freely chosen. In-

vested $100 in busi-

ness during year.

Well-rounded diet. Lack

knowledge of how to

use milk.

Buy y<2. Ib. of meat daily
in zafra. Diet fairly

good. Inefficient
farmer.

4. Wage Levels and Unemployment

A less accurate approach to standards of living may be found by

quoting wage statistics.
6 In 1932-1933 the average wage paid to me-

chanics and other workers in the sugar centrcdes (bateys) was 83 cents

a day a figure which increased to $1.35 the following year. In the

first of these years cane cutters received only 20 cents per one hundred

arrobas, a sum which increased to an average of 38 cents in 1933-1934.

According to indices prepared by the Department of Labor, wage
levels in the western provinces of Cuba today are considerably lower

than in 1909-1910. In the latter year, the average wage in Havana

province was $1.53, the index standing at 75 (based upon 1923 as

100). In 1921-1922 the index stood at 100, wages averaging $2.05. By
1931 the average had fallen to $1,45 and the index to 71. Since then,

of course, wages have declined still further. In Matanzas, the index

stood at 91 in 1909, 206 in 1920, and 86 in i93i.
6a While the accuracy

of these statistics may be questioned, they undoubtedly indicate the

general trend. In Havana servants receive $8 a month on the average,
while in the interior they receive $4. The mines pay laborers $i a day ;

restaurants and cafes in Havana pay their employees $14 a month,
*The number of days worked in each occupation is not known* although presumably

employment in the leading industries, such as the railroads, is fairly constant.
6*In Oriente the index stood at 73 in 1909, 154 in 1921, and 102 in 1931; in Camaguey,

the index was 75 in 1909, 108 in 1922, and 112 in 1930; in Santa Clara it stood at 90 in

1909, 98 in 1922, and 85 in 1931.
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including food. At the Bacardi rum distillery, one of the largest and
best plants in Cuba, wages of ordinary workers were $i a day in 1931,

falling to 90 cents during the next two years but returning to $i a

day in 1934. Mechanics received $2.75 a day in 1931, $2 in 1932 and

1933, and $2.25 in 1934. Wages paid various types of employees by
the cement company. El Morro, average $1.29 a day. The average daily

wage paid by the Consolidated Railways to track and switchtenders,
and watchmen was $1.49 in 1928-1929; by 1930 this figure had fallen to

$1.15, but rose to $1.62 in 1931-1932, and fell to $1.35 in 1932-1933. The

average daily salary paid all employees, including departmental officers,

declined from $2.76 in 1928-1929 to $2.21 in 1932-1933. Generally

speaking, the basic wage of the industrial and city workers ranges in

the neighborhood of $i a day.
7 The city worker actually employed

tends to have higher wages and higher real income than the worker
in the country because wages are higher and, on the whole, price levels

are the same for most articles. Beans, rice, coffee, sugar, and rents for

the same quality of housing are about the same. Often the central and
rural firms give all or part of the rent as a part of income. Where they
do charge, rates are about the same as in the city considering the

quality of the houses. Milk, however, is higher; and generally the city

worker has more expensive desires than the man in the country. There

is more chronic unemployment in the cities, however, than in the,

country; and many workers have little prospect of re-employment,
unless a general business recovery of major proportions occurs.8 For

the unemployed in the cities there is little or no opportunity to eke out

an existence through subsistence farming.
A government census places the number of unemployed in Havana

at 43,361, which at four persons per family represents the total support
of 150,000 to 175,000 people. For the island as a whole there are no

statistics, but according to unofficial estimates the figure runs as high
as 250,000. This may include some dead season unemployment. These

figures account for wage earners for at least a quarter of the entire

population. Roughly and conservatively it may be estimated that about

20 per cent of the people of the island were in the submarginal level

(under $300 real income) ia 1934 and about 60 per cent in 1933. In

1934, 60 per cent were in the level between $300 and $600, eking out

a physically satisfactory living but with little sustaining power. Ability

7 Decree-Law No. 163 (Gaceta Oficial, April 25, 1934) fixed this sum as the minimum
for government employees.

* The shrinkage in employment is indicated by the fact that while the Consolidated Railways

employed 8,0x5 *nen in 1928-3:929, it employed only 3,955 in 1932-1933,
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to exist at this level is due in large part to agricultural activities during
the dead season not carried on by the lower income families, and in

part to the fact that some workers have year-round employment, while

some small families have many workers. In 1933 probably not more
than 10 per cent of the people were above the $600 level a figure

which rose to 20 per cent in 1934.
- In general the Cuban has no backlog of savings or goods income

of importance until the $300 level is reached. This is due chiefly to the

fact that there is no peasant or homestead economy of importance
in Cuba. The latent resources of the island are ample to provide at

least for the minimum wants of these people, and to raise the general

living level to a marked extent if a well-considered reconstruction policy
is adopted.

5. A Family Budget Analysis

In support of the thesis set forth in this Chapter, six tables are

presented. These apply to 113 cases of families which were selected as

being typical of certain classes of Cubans. Information on incomes, ex-

penditures, wealth accumulations, and living conditions were gathered
from each of these families.

The totals do not depict the situation in Cuba as a whole, but of

the 113 families studied. The average situation in the country is about

or below the "middle" group. Income as used means net total economic
increments in goods and money. The poor class includes families

with less than $i economic income per day per family. Factually, this

class has a range from $124 to $332 per family per year. The middle
class includes families with net income from $330 to $582 per year;
the comfortable class ranges from $597 to $982 per family per year;
the well-to-do range from $1,000 to $2,000 per year; the wealthy in-

clude those with more than $2,000 a year. In this study the range of

income was from $2,082 to $9,099 per year. The adult equivalent scale

used in Table VI is as follows.

Male, 16 or over 1.0

Female, 16 or over 0,9
All under 16 0,5

In recording "household size" each person was counted as a unit

and each person 16 years or over as an adult. Wage earners are those

working for a non-family member for pay. A farmer and seven sons

might work together, but as long as they worked on their own farm
no record was made of any of them as a wage earner- In most in-
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stances, however, the farmer would contract to cut cane at so much
per 100 arrobas or 2,500 pounds, or to weed a given space of ground for

a definite sum. Then the family worked for an employer at a contract

price for piece work, and all working members were put down as

wage earners. In many cases there were more workers than adult males

because younger children led the bulls or helped in the cane cutting.
All values are recorded in United States dollars. Real and personal

property was valued at its sale price in Cuba. In order to have a com-
mon standard, the values at a large American sugar central in Oriente

Province at the time of the study were used throughout all the rural

parts of the island.

Real property includes land, homes and homestead rights. If a

laborer built a cottage and created a homestead on company land

and if, according to custom, he had to be remunerated for these items

or could sell them should he die or be forced to leave, these values were

entered as real property. In most cases they are noted as "squatter's

rights." "Personal goods" includes furniture, furnishings and clothing.

"Productive equipment" includes all farm machinery, farm animals,

money, stocks and bonds, and other values owned by the household.

Income was recorded in "money" and in "goods" and a total was

drawn up by source. Wages or contract earnings are easily understood.

In many cases wages included rent of a house, and sometimes light,

water, fuel or fuel rights, medical service and milk, all of which had

direct economic values. These items are entered as wage income in

goods. Household industries include such domestic occupations as the

making of clothing from cloth instead of purchasing it ready-made,
the repairing of shoes, doing laundry for outsiders, farming or garden-

ing for subsistence only and a few other sources of goods income. The
most prevalent types found in Cuba were the making of clothing and

gardening for subsistence.

Subsidies are rewards, gifts, or assistance given on account of cus-

tom or social status without regard to economically productive work.

Gifts from relatives, pensions, and unusual aids by employers during

shortages were the most common types of subsidies found. Some firms

followed a principle as far as possible of making "work" instead of

giving direct subsidies. Others gave subsidies in^ goods. Many reduced

rentals of houses, if such were charged, and others contributed to the

educational expenses of the children of worthy employees. Subsidies

are very common in Cuban society.

All farm income as reported here is "net" after deduction of ex-
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penses. A man was not considered a farmer unless he sold something.
In most instances the goods income from the farm was more important
than the cash receipts, but both were noted under farming if the man
sold any commercial products. If a guajiro had his home on the farm,
the farm was credited with a goods income for the equivalent of the

rental value of the house, price levels at the large American cane mill

in Oriente being adhered to as much as possible.

"Other sources" of income include any not mentioned above. Thus,
income from property, from money, from non-salaried occupations
and from numerous other sources were entered here. The totals are for

"goods," for "money," and for the two combined. The total income is

supposed to represent real incomes of the families, at about the same

price levels as prevailed in the rural parts of our own southern states

during the same period.

Expenditures are also divided into "goods" and "money." In every
case the goods income and the goods expense balance. The savings,

if any, were made in money, and their disposition is explained in the

attached notes. Housing includes rent or "imputed rent," expenses for

furniture, taxes on houses, repairs, fuel, light and other miscellaneous

expenses about the building or furniture. "Food" includes all dietary

goods, whether produced at home or purchased, and coifee. Alcoholic

stimulants and tobacco, whether used at meals or on other occasions,

were included in "other expense." Meals eaten away from home were

considered as part of the food expenses, but no separation was made.

Clothing included the value of garments and shoes purchased and the

additional values added by home manufacture where materials were

bought or secured and made up at home. This is important in Cuba

because, as a rule, the women do little work outside the home and

nearly every home has some type of sewing machine.

A separate category of expenses was made for relatives and the

poor. Most of these expenditures were for relatives. The country peo-

ple give food left in the fields to beggers, provided it is not needed

for their own household. These gifts were generally small in amount

and difficult to record. However, they by no means touch the im-

portance of contributions among the family members, as one can

see from an analysis of the text.

Neither do the amounts entered as expenditures for "relatives and

poor" indicate the significance of family life in the budget of the

Cuban. It includes only expenditures. In case the family received gifts

from other members, these are entered as subsidies under the income
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section. Finally,, most important of all, the great mass of Cubans who
cannot afford to send money to their relatives take the members into

their own homes. One can see this readily by observing the figures on
household size. A fair estimate would be that one Cuban family out

of three is receiving help from another of the three at any particular
time one wishes to take a cross section of the society. As explained
in the text, the organic unit of Cuban society is the family, much more
so than in American society.

"All other" expenses include those for religious,, medical, dental,

insurance, educational, reading, transportation, drinking, smoking, en-

tertainment and personal purposes. These are explained in the text.

All other expenses are the "sundry items" in most budget analyses.

These tables are more or less self-explanatory. However, it should

be pointed out that income increases not only from one source (i.e.,

wages) but from all sources in moving from the poor to the wealthy.
Household industries more than double, subsidies increase five times,

farming income fifty or sixty times, and other sources a great deal.

Goods incomes mount more than four times as contrasted with the

more rapid increase of cash income. This is due chiefly to the fact that

there are greater limits on continuous increase of goods income as con-

trasted with cash income. In the lower and middle classes, the well-

being of the Cuban is as much determined by increases in goods
income as it is by cash.

Table II shows the poverty of property holdings of any kind among
the masses of the people. Table III gives living expenditures sub-

divided into a number of groups. Since goods income consists mostly

of food, the food classification of expense is divided into goods and

money. All the families with less than $330 income had an average of

$251, of which $150 went for food alone. If they had produced $100

more of food, which they could have done very easily during the dead

season, they could have raised their standard of living to that of the

middle classes without reference to any increase in wages. Table IV
shows that their chief characteristic is their almost total dependence on

their employer.
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CHAPTER V

PUBLIC HEALTH

i. Vital Statistics of Cuba

Statistics of any type and particularly vital statistics are generally
considered the dullest and least interesting information ever assembled

by mankind. This is not true at all. Vital statistics, when suitably in-

terpreted, give a fascinating insight into the growth and development
of a people, the ebb and flow of the fight of mankind against an ever-

grudging nature, the defeats, calamities and terrible tragedies that

sometimes overwhelm a people, the triumphs of the intelligent appli-

cation of sanitary principles.

There is no better illustration of this than an interpretation of the

available demographic data of Cuba. The history of the island, its

present stage of development and its potentialities may be better un-

derstood through an analysis, by statistical methods, of even the

fragmentary data available. The graph of the death rates of the city

of Havana from 1800 to 1932
x

tells a romantic, often tragic but al-

ways glorious, epic tale of the most striking battle in the history of

the conquest of the tropics by the white race. Long periods of relative

prosperity and happiness were followed by devastating scourges of

pestilence that threatened to overwhelm the city. Cholera, yellow

fever, malaria, smallpox, typhoid fever, plague, typhus fever, famine

and war took an enormous toll. It must have seemed during these

periods that the whole island was doomed to complete destruction.

But slowly, gradually, decade by decade, the tide of conquest turned

in favor of a courageous, tenacious people who were undaunted by
nature's most vicious onslaughts and mankind's most stupid cruelties,

and Havana, one of the most beautiful and healthful cities of the

tropics, finally emerged.
The vital records of Cuba previous to 1900 are fragmentary, al-

though we find fairly complete death records for over a century for

1 George Le Roy, Vital Statistics oj Cuba (Havana, Sanitary Conference of League of

Nations, 1925).

95
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the city of Havana. The Havana records give clear evidence of over-

whelming epidemics of smallpox, cholera and yellow fever. These epi-

demics overshadowed a high endemic incidence of typhoid fever and

other enteric diseases, tuberculosis, and a high infant mortality.

The first real attempt at compilation of accurate data was under-

taken by Dr. George Le Roy, who was selected as Director of Vital

Statistics in 1903 and continued his work with devotion and enthusiasm

until his death in 1934* Practically all the demographic information

that is available and which is utilized in this report came from his hand

and has been abstracted by us from analyses made by him.

Independence brought about a tremendous improvement in the

general health conditions in Cuba. This improvement is due to a

multitude of causes, some of which are:

1. Determination by the Yellow Fever Commission of the mode
of transmission of yellow fever.

2. Organization of a national public health service.

3. Improvement of local hospitals throughout the island.

4. Broad sanitary programs for the establishment of adequate and
safe water supplies for the larger cities.

5. Plans for adequate sewage disposal systems for cities. (Not as yet

completely executed.)
6. Establishment of a national quarantine system.

7. Establishment of special hospitals for tuberculosis, cancer, lep-

rosy, maternity, etc.

We have no exact information concerning the results that have
been secured by these various public health measures, as the demo-

graphic data compiled since 1898 are incomplete, and the information

previous to that date is extremely fragmentary. We do know that the

growth of the population in Cuba, and particularly the city of Havana,
since the independence of the island has been rapid.

2

This increase has been derived from two major sources : (a) natural

increase, e.g., surplus of births over deaths, and (b) immigration.
Graph II

3
gives the birth rate (five-year averages) for Cuba and

Havana, together with the annual respective death rates.

For a variety of reasons over which he had no control, Dr. Le Roy
never succeeded in securing an accurate, annual registration of births

in Cuba, or even in Havana, We Lave calculated the five-year average
birth rates, since the annual rate shows great fluctuation because of the

system of registration.

2 Cf. Graph I, p. 25,
s Cf. p. 97.
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The rate for the island is approximate only, and does not include

all the births. It is similar to that of Argentina, Spain and Italy, but

is far below Jamaica, Guatemala, Chile and Japan. The birth rate for

Havana is consistently lower than for the island as a whole, approxi-

mating the rate in Ireland, Scotland and Denmark. The birth rate of

Cuba and also Havana, in common with almost the whole world, has

fallen steadily since 1900.

GRAPH II

The death records of Cuba are more accurate than the birth records

and are our most dependable index of the influences of the environ-

ment upon the population.
Death records for Havana have been kept with a fair degree of

accuracy for over a hundred years and the fluctuations of this curve

are most illuminating. The greatest period of disaster was 1897-1898

when war, starvation and pestilence killed one person in ten in a

single year. Since that terrible year the trend in the death rate in

Havana has been steadily downward until in 1932 it reached a rate of

14 per thousand. The death records for the island as a whole have

been compiled fairly accurately since 1900. The rate is consistently

lower than the rate of the capital

There are several reasons for this, chief of which are:
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1. Havana is the hospital center and many very sick persons from

the interior come to Havana for treatment and die there.

2. The Havana records are probably much more complete than

those from the interior.

Some of the provinces, due to recent migration, have a selected

population which normally has a low death rate. The mortality rate by

provinces shows wide fluctuations which, we believe, do not indicate

the actual hazards of the region, but rather inaccuracy or incomplete-

ness of reports.

TABLE I

BIRTH AND DEATH RATES BY PROVINCES 1931
*

Live Births Death Rate
exclusive of

Population Deaths Still Births

3,872 ii. i

13,592 13.8

4,315 12.5

9,144 1 1.0

3^50 9-3

8,834 8.1

Total , . . . 4,006,839 65,706 5,560
*Data furnished by V. Salles.

16.3 43>6 7

Despite the incompleteness and inconsistencies of the data that are

available, we can draw certain definite conclusions from the crude

death and birth rates.

1. The birth rate for Cuba was high up to about 1900, always

higher for the interior than for the capital. Both rates have steadily

declined in recent years and will probably continue to do so.

2. The death rate for Cuba was incredibly high during the last

years of the insurrection. It fell rapidly at the time of the American in-

tervention and at no period since has it exceeded the birth rate. There
has been a very slow but rather continuous decline in the death rate,

which has now reached a point closely comparable with that of the

southern portion of the United States. Further decline will be slow.

An analysis of the death rates for specific conditions gives a fairly
accurate index of the public health problems of any country. Un-
fortunately, the data for Cuba are fragmentary. The information in

regard to Havana itself is much more accurate, but does not represent
island-wide conditions. Nevertheless, certain data may be presented
which give an approximation at least of actual conditions.
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2. The Leading Diseases

Malaria is certainly the most important public health problem in

Cuba. It is impossible to do more than guess at its prevalence. The

larger cities are relatively free from the disease, though infection un-

doubtedly does occur within the boundaries of Havana itself.

In general, malaria is most prevalent and severe in those areas of

greatest recent agricultural development. Oriente Province suffers most.

The ravages of the disease fluctuate with economic conditions as well

as with climatic variations. There is good reason to believe that a com-
bination of highly unfavorable conditions, e.g., high rainfall and the

depression, has made 1934 the worst malaria year in a decade.

In some sections of the interior practically every one is infected

with tertian malaria during the months of April to September. But

even in the most heavily infected areas, the well established methods
of malaria control promptly reduce the devastation of this disease to

the vanishing point. The United Fruit sugar plantation at Preston in

Oriente Province is a good example of this principle.

TABLE II

DEATH RATE FROM MALARIA PER 100,000 POPULATION

Cuba Havana

1928 12.57 3.44

1929 8.87 1.18

1930 8.25 .95

1931 10.45 .93

1932 17.46 2.89

1933 3-34

Table II gives the death rate from malaria during the past five

years. These data are fragmentary and do not give the true picture.

The annual death rate for the whole island probably is not less than

20 per 100,000. In Havana itself, malaria in years past had a death rate

300 to 400 per 100,000 annually, but during the past decade this disease

has never passed a rate of 4 per 100,000.

In brief, the disease has become essentially an infection of the agri-

cultural worker and causes an untold amount of illness and loss of

time from work. It is subject to control in most areas, but requires

constant vigilance and continuous intelligent effort. Much has been

done; but much more remains to be done.

The second most important cause of preventable illness and one of

the most important single causes of death in Cuba is tuberculosis a
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disease influenced greatly by social maladjustments. Again the data

in relation to this disease are fragmentary. In the interior the deaths

from this disease are not completely reported. The best data are for

the city of Havana. (See Graph III and Table III).

GRAPH III

PULMONARY
TUBEFCULOS1S
DEATH RATE

CITY OF HAVANA
CUBA & MASSACHUSETTS

TABLE III

DEATH RATE FROM PULMONARY TUBERCULOSIS PER 100,000 POPULATION
Cuba Havana

No.

1926

1927
1928
1929

1930

1932
1933

2,942

2,948
2,808

2,836

2,839

Rate

93-5

92.1
80.0

78-3

72.9

7<M

No.

M37
856
852
824
828

795
964

Rate

299.6

173-0

167.2

I57-1

152.6

*43-4

169.2
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From the data presented it is evident that tuberculosis has declined

steadily during the past 30 years. It is probably more prevalent in

Havana than in the rural areas, but not to the degree indicated in the

graph. One reason for the apparent high rate in Havana is because the

large national tuberculosis hospital, as well as most of the treatment

facilities for tuberculosis, are located in the capital.

Facilities for diagnosis and treatment of tuberculosis in the interior

are meager, and methods of control are unsatisfactory and incomplete.
The disease represents a challenge to the nation.

An excellent index of sanitary efficiency of a city or nation is fur-

nished by death rates from diarrhoeal diseases of infants, and also the

death rates for typhoid fever. High rates represent defects in the gen-
eral sanitary system, polluted and improperly protected milk supplies
and lack of general sanitary conscience of the people. The data for

Cuba, though incomplete, tell their own story of the inadequate

sanitary program.
TABLE IV

DEATH RATE PER 100,000 POPULATION PROM INFANTILE
DIARRHOEA UNDER 2 YEARS

Cuba Havana

1928 I4^.5 129.2

1929 I 7 I -7 121.9

1930 107-5 89-6"

1931 120.2 112.0

1932 120.8 120.8

1933 103.1

Average x33-7 112.7

As with other data, Havana is credited with deaths that should be

allocated to the interior, since the city is the great hospital center;

but both the city and the interior have a very high death ratio for diar-

rhoeal diseases of infancy.

Typhoid fever declined markedly after the American intervention

in 1900. There came a slow increase for many years, followed by a

decline in the last few years. Typhoid fever is still far from being
under control. (See Graph IV). From all the information one can

gather it seems to be principally a disease of the villages and towns

of the island, rather than the larger cities or scattered rural people.

It is often confused with malaria and the exact or even approximate
incidence of the disease is a matter of conjecture. Certainly, typhoid
fever is ten times as prevalent as it should be, and is one disease at

least which, can be brought under control promptly and effectively.
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TABLE V

TYPHOID FEVER DEATH RATE PER 100,000 POPULATION

Cuba Havana

1928 15.81

1929
1930
1931

1932
1933

17.91

10.33

8.29

9-7

GRAPH IV

16.18

20.02

6.49

8.48

7.40

13.71

TYPHOSD FEVER
DEATH RATE

CITY OF HAVANA
1898 1933

1914 1 J9I8-

YEAR
1922- 1926- "1934

Probably the most delicate index of good or bad sanitary and public-

health conditions of any community or nation is the infant mortality
rate. Since recording of births in Cuba is so unsatisfactory, one can

arrive at only an approximate figure for the infant death rate of the

island.

The five-year average for Cuba (1928-1932) is ui.6 for the island,

and 107.6 for Havana. Everything considered, this represents a rather

favorable index. It is far lower than many, in fact most, tropical coun-

tries; but it can be lowered much further, since it is almost double the

infant death rate of many European countries and the United States*



PUBLIC HEALTH 103

TABLE VI

INFANT MORTALITY RATE
Deaths under i year per 1,000 live births

Cuba Havana

1928 147-5 121.7

1929 168.7 I32 -2

1930 46.4 51.5

1931 84.4 88.7

1932 in.2. 144.3
Five-Year Average 111.6 107.6

The health authorities in Cuba deserve great credit for practically

complete eradication of smallpox. It was once a common cause of

illness and death, and swept over the island in great epidemic waves.

No serious epidemic of smallpox has occurred in Cuba since 1897,

This represents a real achievement. Eventual stamping-out of this

disease may be credited to Drs. Agramonte and Lebredo,

Yellow fever was once the curse of Cuba.4 It destroyed commerce,
killed thousands of the young virile white immigrants in a single year,

and checked the development of the natural resources of the island

for three centuries. Havana was its central focus. The disease, in the

year 1896 alone, killed one person in 200 in the city of Havana. Five

years later it was completely stamped out. There was a slight re-

crudescence in 1905, but yellow fever then disappeared completely,
and has never returned to Cuba. This is a sanitary triumph which

greatly contributed to the remarkable growth and development of

Cuba as a nation.

Diphtheria was formerly a severe menace to the children of Ha-

vana. The disease was prevalent and severe from 1887 to 1894, but after

the discovery of diphtheria antitoxin in 1894 the death rate declined

steadily to nominal proportions. Apparently, it has not been a severe

menace to the rural portion of the island. Scarlet fever, measles, whoop-

ing cough, epidemic cerebro-spinal meningitis and poliomyelitis occur

in sporadic epidemics, usually entering at one of the larger ports and

sometimes spreading to the rest of the island. In general, these diseases

have a low mortality rate, and have not been a cause of serious

alarm*

Syphilis is prevalent. Its exact incidence cannot be determined. It

is more prevalent in the larger cities and the seaports than in the in-

terior. A rough index of the prevalence of this disease is the per cent

*Cf. Graph V, p. 104.
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of positive Wassermann on all patients admitted to the large charitable

hospitals. One figure given was 10 per cent, which approximates the

rate for similar hospitals in other large cities in Europe and North

America.

GRAPH V
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Ascaris and trichocephalus infestation are practically universal

throughout the island among rural children. Many of the city children

also harbor these parasites. Hookworm disease has a limited distribu-

tion. It is prevalent and often, seen in its severe forms in the Province
of Pinar del Rio and, to lesser degree, in Matanzas and the rural sec-

tions of Havana Province. The disease is apparently not an important
factor in the whole eastern end of the island. The habits and customs
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of the rural people are such as to offer ideal conditions for infection

with this parasite. There must be some natural condition which pre-
vents the distribution of this infection. The sandy coastal plain soil of

western Cuba is highly favorable for heavy hookworm infestation

whereas the prevailing soils in eastern Cuba are not.

Bubonic plague entered Cuba probably from the United States, in

1912, and flared up intermittently until 1915. Vigorous measures un-

dertaken by the health department completely eradicated the disease.

This represents another splendid sanitary achievement.

Leprosy was formerly of some importance in Cuba, but this disease

is gradually disappearing. It is estimated that half the lepers on the

island are now confined in the National Leprosarium. There is a

focus of non-hospitalized lepers in the Province of Oriente, and a few

scattered, non-recognized cases throughout the island; but leprosy
cannot be considered a major health problem.

There are some indications that the death rate from puerperal con-

ditions, and particularly puerperal sepsis, is abnormally high. Data to

support this assumption are fragmentary and unreliable. The facilities

for proper care of mothers during the puerperal state in Havana are

well organized and conducted with great skill and dispatch. In the

interior, most of the mothers are delivered by ignorant, untrained

women, with no qualifications whatever for their profession.

Summary
The population of Cuba since independence has increased rapidly

from natural causes, and by immigration. The birth rate of Cuba has

been high, but is declining. The death rate has also declined, though

slowly, for the past 30 years.

The most important controllable diseases in Cuba at present in re-

lative order of their importance are: i. malaria; 2. tuberculosis; 3. in-

testinal infections, including diarrhoeal diseases of infants, typhoid
fever and allied diseases. Much has been done to control these infections

and all of them have declined in importance during the past 30 years.

Much still remains to be done.

3, Public Health Organization

Public health and welfare functions of government in Cuba are

combined under one Minister, who must be a physician. He is selected

by the President and is a member of the President's Cabinet.
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The national Minister or Secretary of Health and Welfare has an

advisory council consisting of twelve representative men.5

There are two major departments of the Ministry:

A, Department of Public Health.

B. Department of Hospitals and Charitable Institutions.

Each of the two departments has its own director, who is selected

by the national Secretary of Public Health and Welfare and is directly

responsible to him.6

The Cuban Health Department is highly centralized. The director

has entire responsibility for all public health activities of the whole
island population, urban and rural, down to the remotest village and
farm.

The six provincial governments have no health departments. Each

province is divided into governmental units, called municipios, which

possess a certain amount of local autonomy. There are 124 of these local

governmental units. Each municipio consists of a central community
with its surrounding rural zone. The municipios vary greatly in area

and population.

TABLE VII

DISTRIBUTION OF POPULATION IN MUNICIPIOS

jpjz Census

Population of Municipios

Total 18 124

Each municipio has a chief local sanitary officer a physician who
is selected by the national Director of Public Health. (In some in-

5 The advisory council consists of: Director of Public Health, Director of Public Charities,
Chief of the Quarantine Service, President of the Commission of Infectious Diseases, Dean of
the Faculty of Medicine and Pharmacy, President of the Anti-Tuberculosis League, Chief Local
Officer of Havana, President of the Sodedad Econ6mica de Amigos del Pahf and four other
members appointed by the President; one lawyer, one engineer and two physicians* The Minister
is aho a member ex ofEcio.

p. i$x.
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stances he is also local director of public welfare, but this is not the

usual plan.)
No local appropriations are made directly for public health ac-

tivities. Instead, 10 per cent of all municipio revenue is allocated for

public health, and these moneys are forwarded to the national govern-
ment for distribution. In addition, all municipios employ physicians to

care for the sick poor. Practically all municipios have a locally paid
division called Servicios Sanitarios Municipales which provides physi-
cians to care for the destitute. This work is carried out on the dispensary

plan, with very little home visiting. The most important cities also fur-

nish free medicines to the poor. Emergency medical stations for care of

accidents are also established in many cities. Havana itself has developed
some very fine hospitals, supported solely by municipal funds. The
national Secretary of Public Health and Welfare is granted a definite

sum from the national budget for health and welfare activities. Funds
are allocated to the Health Department by the Minister for two major

purposes:

A. The work of the central division.

B. The activities of each and every local health department, in ac-

cordance with its population and special needs.

CONSOLIDATED BUDGET FOR HEALTH SERVICES OF CUBA 1933-34

Administration Office of Ministry . $ 106,987,90
Public Health ... . 829,271.09
Public Welfare . 1,163,091.42

Total . . . ... , . $2,099,350,41

PUBLIC HEALTH BUDGET

Central Administration, Personnel and Supplies . $ 227,925.00
Administration of Local Health Service (exclusive of Havana) . 386,186.71
Health Service of Havana 1533705.38
National Quarantine 56,254.00
Anti-Rabies Subsidy 5,200.00

Total . . . $ 829,271.09

I one allocates one-half the costs o the national office of the

Ministry of Health and Welfare to public health activities, the total

public health budget is:

Public Health $829,271.09
J4 Cost Office of Ministry 53>493-95

$882,765.04
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Since the estimated population is approximately 4,000,000, this rep-

resents an allocation of 22 cents per capita for public health activities.

The Health Department activities have suffered serious reverses in

recent years because of unfavorable economic conditions and the dis-

turbed political situation. Many formerly active and effective divisions

of public health work have been almost completely destroyed. A skele-

ton organization was maintained, however, and with improvement in

political and economic conditions, it has become possible to formulate

a reorganization of health services. These reforms are at present in a

preliminary stage of development. Some have not yet been carried

into execution. Thus we cannot describe with exactness what has been,

is, or will be. It is pertinent to this report, however, to describe the

proposed plans that are in process of formulation, and their integra-

tion with the previous organization.
A small public health council has been formed, consisting of Direc-

tor of Public Health, President of the Commission of Infectious

Diseases, Chief of the Department of Quarantine, Director of Re-

search Division of the Finlay Institute, and Secretary of the Commis-
sion of Infectious Diseases.

The national Public Health Council will serve as an advisory body
to the Director of Public Health.

Under the plan of reorganization the following major divisions of

activity are represented:

A. Administrative Service.

1. Local Public Health Administration,
2. National Quarantine and Immigration.

B. Technical Service.

1. Vital Statistics.

2. Sanitary Engineering and Disinfection.

3. Communicable Disease Control.

a. Epidemiology.
b. Public Health Laboratory Service.

c. Hospitalization of Communicable Disease.

4. Child Hygiene.
5. Control of Tuberculosis.

6. Control of Venereal Disease.

Under the old plan each local health officer worked under the

direction of the central office and reported directly to Havana. The new
plan will divide the island into three divisions; Western, Central and
Eastern. Each section will have its own division chief, who will have
administrative charge of the local health departments within his terri-
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of the. Director of Hecdth,

^Secretary of HecU&i, and Welfare,
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tory. Each of the three major sections will furnish necessary technical

services particularly epidemiological and public health laboratory

service to the local health units of the district. It is proposed that each

of the three central sections will have three or four sub-stations, located

strategically to meet the needs of the particular zone, (See Graph VI.)
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Under the new plan of organization, the Divisions of National

Quarantine and Immigration, Vital Statistics, and Sanitary Engineer-

ing will function very much as they have in the past.

Communicable disease control, including epidemiological service

and diagnostic laboratory activities, will be greatly changed. The Fin-

lay Institute will be charged with this service.

This Institute was established in Cuba as a token of appreciation

of the life and work of Dr. Carlos Finlay one of the greatest men
that Cuba has ever produced. He was the discoverer of transmission

of yellow fever by the Stegomyia mosquito, and his name is revered

and honored by the whole world. The Institute was planned as a

national public health research institute. It was a fine conception, and

a fitting honor to a great name. It must be confessed, however, that

the original conceptions under which the Finlay Institute was founded

have not been realized, and that in recent years the Institute has not

reflected glory on the illustrious name that it bears.

The new plan proposes to place the national Finlay Institute in the

dignified place that it merits, to utilize its personnel for the benefit of

the people, and also to establish its prestige in the scientific circles of

the world, to the honor and credit of the whole nation.

The governmental functions of communicable disease control, epi-

demiological investigation, and public health laboratory service,, both

diagnostic and research, will be allocated to the Finlay Institute. The
former national diagnostic laboratory and the national contagious
disease hospital, Las Animas, will be assigned to the Finlay Institute,

and administered by it. The Finlay Institute will be semi-autonomous,
with its own Board of Trustees, which is self-perpetuating.

The Department of Public Health is well represented on this board.

The Institute is supported from the budget of the national Health

Department and is, in fact, the public health laboratory and epidomio-

logical division of the health service.

There is a small national division of child hygiene with its own
director. A central, well-staffed, local child hygiene service has been

organized in the national department building in Havana to meet the

needs of Havana children. In a few of the larger cities in the interior,

local child hygiene units are functioning.
Tuberculosis control is centralized in Havana in the well organized

national tuberculosis sanatorium, La Esperanza. This fine sanatorium
has about 480 beds, with a staff of four internes, eight visiting physi-

cians, and twenty-five nurses. A new hospital which will furnish an
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additional 400 beds is in process of construction. In addition to this

sanatorium,, the University Hospital has some 80 beds for tuberculosis.

Each of the local hospitals in the interior devotes one ward to the care

of tuberculosis. This represents at present a total of nearly 800 beds

for the care of tuberculosis in Cuba. In addition,, one must include the

attractive Preventorium Marti with a capacity for approximately 150
children between the ages of 5 and 12 years.

Havana City has a splendid tuberculosis dispensary, Furbush, es-

tablished by Dr. Furbush in 1900 and active ever since. It is under
national auspices, is organized along modern lines, with a staff of five

physicians and ten nurses, good equipment and an adequate system
of records.

Tuberculosis outpatient service is not well organized in the interior.

An exception to this rule is the active and effective local tuberculosis

dispensary in Santa Clara which has been organized through the

efforts and interest of a local physician, and which is largely self-

supporting. With very small resources he has done over 80 pneumo-
thorax treatments on ambulatory cases, and has very clear ideas con-

cerning modern methods of tuberculosis prevention and control.

The director of the National Tuberculosis Sanatorium has a clear

conception of the magnitude of the tuberculosis problem of Cuba
and has a very interesting plan of attack. It is obvious that a complete

hospitalization plan for the island is prohibitive. The battle must be

fought in the homes of the people, through local health department
clinics. We are in complete accord with this plan and believe that it

can be well integrated with the comprehensive rural health and welfare

program that we have recommended in Chapter XVIII. The director

considers the National Sanatorium as essentially a training-ground for

young physicians and nurses in modern methods of tuberculosis con-

trol. It is his desire to train a suitable personnel and locate them at

strategic points in the island, there to carry out the principles that

they have learned in La Esperanza.

A well-staffed dispensary for treatment of gonorrhea and syphilis

has been organized in Havana under national auspices. It has a large

clientele and is well administered. All the various hospitals and dis-

pensaries in the city of Havana accept cases of venereal disease for

treatment. The maternity hospital takes special cognizance of syphilis

in pregnant mothers. A comprehensive plan for control of venereal

disease has not yet been formulated for the interior of the island.
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The total allotment for central activities of the National Health

Service for 1933-1934 was $227,925.

Local Health Service

All local health service from the smallest municipio up to the city

of Havana itself is under the direction of the national Ministry of

Public Health and is supported from the national budget.

The health department service of Havana is under the direct

charge of the Local Chief Medical Officer. Some of the functions

commonly assigned to a large municipal health department, such as

tuberculosis control, communicable disease hospitalization, diagnostic

laboratory service, etc., are allocated to the National Health Depart-
ment. The chief activities of the Havana Health Department may be

indicated by its bureau divisions.

1. Medical Inspection. (16 physicians, 5 nurses, together with auxiliary staff.)

2. Sanitary Inspection of houses and stores. (45 inspectors.)

3. Sanitary Engineering, (i chief and 6 assistants.)

4. Bureau of Penalties and Fines.

5. Bureau of Dispatch. (Orders to be complied with.)
6. Veterinary Service, (i chief and 4 assistants.)

7. Disinfection and Mosquito Control, (i chief, 2 assistants and 180 laborers.)
8. Milk Control, (i chief, 2 bacteriologists, 22 inspectors.)

The Bureau of Medical Inspection has a variety of functions which
are set forth in Graph VII.7

It is obvious from these data that Havana has a highly organized
health service which covers a wide field of activities. In general, these

activities correspond in their scope and development with those of

other large modern city health departments. Some activities have

advanced much further than others. For example, much emphasis has

been placed on general sanitation and mosquito control, but milk
sanitation is in a chaotic state at the present time. The newly appointed
Milk Commission has faced the situation, however, and is making
serious efforts to solve this knotty problem.

Public health nursing has not been developed to an effective degree
in the Havana Health Department. We believe that a carefully organ-
ized public health nursing service, with well-trained personnel and

adequate supervision, would add greatly to the effectiveness of the

whole health program.
7 Information concerning the organization and activities of the Havana Health Department

were furnished by Dr. I. P. Agostim, ^who also prepared the graph of Medical Inspection
Service.
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The budget allocation for local health work of Havana for 1933-

1934 totalled $153,705.38.

The munidpios vary enormously in area and population, so that

no general plan can fit every situation. The general scheme of health
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work for the whole of the interior of Cuba, however, follows a more
or less uniform pattern.

The health work of each municipio is directed by a physician,

usually selected from one of the practitioners in the central town. He
is chosen by the National Director of Health in Havana. One half

his time (usually 8-12 a.m. daily) is devoted to government service.

The budget for each unit comes from the National Treasury.
In the smaller munidpios the scope of the work is limited. Most

of the funds are used for cleaning the streets and removing the gar-

bage of the central town. The health officer performs the medical

inspections in relation to all types of communicable disease, gives

typhoid and smallpox vaccinations, and carries out those activities

which, in his opinion, will best serve to check the spread of infec-

tious disease and promote public health. A typical organization and

budget (1933-1934) illustrate these points.

THE MUNICIPIO OF FLORIDA

Area 695 square miles Total population about 28,000

Larger towns

a. Florida . ... Population 11,000
b. Piedrecitas . ...

"
3>5

c. Cespedes .

"
3,000

The Health Department Monthly Budget

Personnel

i Director (physician, part-time) . . ... $ 45.00
i Clerk 30.00
6 Workmen 180.00

Supplies, house rent 29,40

$284.40

The national government also furnished quinine, plasmochin, and

typhoid and smallpox vaccine. The six workmen were utilized largely
for cleaning the streets of the central town, and in mosquito control

work. The health officer had no funds for travel and of necessity
limited his epidemiological and other work in great part to the cen-

tral town, though many people from the country came to his office

for quinine and vaccination.

The public health program in the larger cities of the interior is,

of course, more comprehensive than in the smaller municipios.
Camagiiey, the capital of Camagiiey Province, may be taken as an

example. The municipio of Camagiiey has an area of over 2,000 square
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miles, and a population of 131,500. About 80,000 live in the city. There

are some eight villages in the municipio, with a population of three

to four thousand each.

The health department for the entire municipio consists of one

medical chief, one assistant, fifteen office personnel, ten sanitary in-

spectors and some seventy laborers to clean streets, collect garbage,
and oil against mosquitoes in the city and its surroundings.

The water supply for the city comes a distance of eight leagues.

It is highly colored and has a bad taste, but tests well bacteriologically.

Many people in the city outskirts have their own wells. The sewage

disposal system of the city is highly inadequate; about 10 per cent of

the homes have sewer connections.

The city had a mild outbreak of typhoid fever in May, 1934, with

33 cases reported. The epidemic was controlled by an intensive typhoid
vaccination campaign. Over 1,500 persons were vaccinated in three

months.

There is a small infant hygiene clinic, and a milk inspection
service. The local hospital has a small ward for tuberculosis fourteen

beds and also a small ward for communicable disease. The school

hygiene program is in process of organization.
The Health Department was completely disorganized during the

recent political crisis and is just getting a fresh start. The present
health officer has been in office only three months. He is an X-ray

specialist and devotes one-half his time to the Health Department.
He has no funds for travel, and must spend the greater portion of

his time on the health problems of the city itself.

The total sum allocated from the national budget for the admin-

istration of local health services for the interior of the island for 1933-

1934 was $386,186.71.

Summary
Public health administration in Cuba has been almost completely

demoralized during recent years because of the economic crisis, and

disturbed political conditions. This is particularly true of the work in

the interior. Under improved economic conditions and more stable

government a reorganization is being effected. Thus it is impossible
to make even a tentative appraisal of the effectiveness of past or

present public health activities.

The health organization is highly centralized. The central bureaus

of the national health service have a large staff and a wide variety of
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activities. This centrally located technical staff limits its activities, in

great part, to the city o Havana, and seldom penetrates to the inte-

rior. The local health service of the city of Havana is highly organized

and carries out a great deal of effective work.

A large sum of money is allocated by the national government for

the public health work of the interior, but most of this fund is ex-

pended for functions that properly belong to the Department of Pub-

lic Works (cleaning of streets and garbage removal in the interior

cities). These activities have little direct relation to health promotion.

The administrative work of the health department is carried out

by physicians largely untrained in the technique of public health pro-

cedure, who devote only half their time to health work and who are

paid a very modest salary.

Local communities, cities, towns and munidpios assume no direct

responsibility for their own health protection, but look to the national

government for every detail, from the construction of a large munici-

pal water supply system down to removal of the garbage pail from

the back door.

4. Medical Services

The recent and comprehensive review of the medical situation in

Cuba that has been made by the Commission from the International

Labor Office in Geneva,
8

together with the study by Dr. Leland 9 from

the Bureau of Economics of the American Medical Association in 1933,

render it unnecessary for us to give detailed consideration to this sub-

ject. For completeness, however, a brief review is essential.

When the independence of Cuba began, the island needed physi-

cians. Excellent facilities for medical training were furnished in

Havana University, and young men were encouraged to study medi-

cine. Tuition was free and professional rewards in the field were

abundant. Large numbers of young men availed themselves of this

opportunity. During the academic year 1929-1930 over 1,500 students

were registered in the national medical school.

Under the present system of medical organization in Cuba the

annual increment of young physicians is far greater than the popula-
tion is able to absorb. The situation did not become acute during the

period of great economic prosperity. The incomes of physicians dur-

8
Cyrille Dechamp and M. Poblctc Troncoso, El problema mtdico y la asistenda mutualista

en Cuba (Havana, June 1934).
9 R. G, Leland, "The Practice of Medicine in Cuba," American Medical Association Bulletin,

June 1933,
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ing that period, from private practice and other sources, continued

to be commensurate with their recognized social standing and long

period of student preparation.
Since the depression, physicians have suffered more perhaps than

any single group. Most of the young physicians now graduating in

Havana will have little or no opportunity to enter their profession and
secure a reasonable income. It is essential to emphasize the fact that

Cuba is training more physicians than the island can possibly utilize

under the present plan of private practice of medicine and the prob-
able course of the economic development of the country. This excess

of medical talent is, in our opinion, one of the influential factors

affecting the present deplorable condition of the medical profession
in Cuba.

TABLE VIII

DISTRIBUTION OF PHYSICIANS BY PROVINCES IN CUBA 1934*

No. of No. of Inhabitants

Province Population Phyicians per Physician

Pinar del Rio . . 343,820 130 2,645
Havana exclusive of City of Havana 443,000 216 2,050
Matanzas . . . 337? I]C9 164 2,056
Santa Clara 815,412 317 2,572

Camagiiey 408,076 175 2,332
Oriente 1,072,757 340 3,115

Total .... 3,420,184 1,342 2,550

City of Havana 592,500 1,200 494
* Cf. Dechamp and Troncoso, El problems, medico . . . , cited.

The government is paying for the education o a much larger

number of young physicians than the country requires. In addi-

tion, no provision is made to distribute this talent, when trained, to

the places where it is needed. Distribution of physicians in Cuba, as

in many other countries, is not in accordance with the actual needs

of the people, but in accordance with opportunities for the profes-

sional, social and financial advancement of the physician. Havana,
with its large hospitals, excellent scientific equipment, medical libra-

ries, scientific societies and stimulating professional contacts, naturally

attracts the best medical men. A young, able physician must have a

strong inducement to draw him to the interior. During the prosperous

period, physicians in the interior could reap large financial rewards.

At the present time, however, a physician living in one of the smaller

cities or towns of the interior receives almost nothing from his pri-
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vate practice, as the people cannot pay standard medical fees, They

go instead to charlatans and herb doctors for relief* The anomalous

situation has arisen of a relative scarcity of physicians in the interior

where need of medical care is greatest, and a great over-abundance

of physicians in the capital. With each annual increase of young

medical graduates, conditions will continue to grow worse.

The adequacy of medical care depends not so much on the needs

of the people as on their ability to pay for that care. The Medical

Federation, to which over 90 per cent of physicians in Cuba belong,

recognizes three economic groups:

r. The well-to-do who can readily pay for medical service on

an established-fee basis.

2. The moderate income group, who may secure medical ser-

vice through a hospital insurance plan.

3. The poor, who can pay nothing for medical relief.

The poor are cared for by a system of free clinic and hospital

service which is supported in great part from government funds. Each

munidpio employs one or more physicians to give medical care to the

indigent of the zone. Each physician receives a modest salary for this

service, seldom more than $50 a month. The work is almost exclu-

sively on the dispensary plan, with few home visits by physicians. In

addition, the state has an island-wide system of public hospitals.

Province

Pinar del Rio

Havana t
Matanzas . . .

Santa Clara .

<Uamagiiey . .

HOSPITAL SERVICES OF STATE AND MUNICIPIOS *

Number of Number of

Hospitals Doctors

3

4
5

7
2

9

3

6

ii

*9

19
6

18

79
* Dechamp and Poblete Troncosco, El problema medico

t Exclusive of City of Havana and also the National Hospital for the Insane.

This hospital service is free, except for a small number of beds in

each hospital for patients that can pay a small fee. The staff physi-

cians, a total of 79, serve part-time for a small honorarium. About 200

physicians in the interior are employed part-time in giving medical

care to the sick poor.
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Thus, in the interior of the island, the government supplies one

physician for each 13,000 of the population, whose duty it is to fur-

nish free medical care to the indigent, and one free hospital bed for

each 1,700 population. In times of great economic prosperity this free

service may have been adequate, but in times of serious economic

depression, as at present, practically the whole mass of people in the

interior of Cuba cannot pay even nominal medical and hospital fees.

The large sugar centrdes are required to employ a physician to

care for industrial injuries, and to supervise the sanitation of the plan-
tation. Many plantations go much further than the legal require-

ments, supplying free medical care, nursing service, medicines and
sometimes hospitalization for their employees.

Medical facilities for the poor of Havana are abundant. There are

over 3,000 free hospital beds, one per 180 inhabitants, and one poor
relief physician for each 2,964 population. Since the estimated number
of indigent in Havana totals about 200,000, this represents one hos-

pital bed for each 67 and one physician for each 1,070 poor persons.
The overwhelming discrepancy between the capital and the inte-

rior is not quite so great as it appears. Many of the large hospitals in

the capital are supported by national funds, and great numbers of

indigents come to Havana from the interior for hospitalization.

A very disturbing controversy has raged about the medical care of

the moderate income group, chiefly in the city of Havana itself. The

group affected is composed of about 200,000 persons. The controversy

has related to the policies of the mutual benefit medical societies, and

particularly the large Spanish clubs.

The development and significance of the Spanish clubs is discussed

in another chapter of this report.
10 Their most attractive benefit

feature has always been their mutual hospital insurance plan.

The principle of mutual medical and hospital insurance for the

man of moderate income was established by these clubs, and accepted

by the medical profession. Cuban clubs were founded on a similar

basis, and women and children admitted to membership in some of

the clubs. In the most prosperous period, membership in the Spanish
clubs alone totaled over 200,000 persons.

People living in the interior have never furnished a large quota of

membership. This is due to the facts that (a) the Spanish immigrants
who originated the idea settled chiefly in Havana; (b) it is difficult

to organize and administer adequate medical and hospital facilities on
1(>C pp. 38-41.
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a small scale in the interior;
"

(c) the people in the interior are, on

the whole, too poor to pay the monthly fee.

The recent period of economic depression dealt a severe blow to

the membership of the mutual benefit societies, particularly the Span-
ish clubs, because many former members could not pay the monthly
fee. Another subtle change had occurred. Many of the original mem-
bers of the large Spanish clubs had become wealthy. Physicians had

always served on the staff of the clubs for a modest salary, because

of the prestige that accrued, as well as the advantages of the inter-

esting work in the large, well-equipped hospitals, and the opportunity
for professional advancement. The great proportion of the medical

staff gave only part-time to the mutual benefit hospitals, and part-time
to private practice. But as the depression increased, income from pri-

vate practice declined and the Cuban medical profession gradually
realized that:

1. The mutual benefit societies were receiving expert medical

services for a relatively small sum.

2. A certain portion of the members of the mutual benefit clubs

that enjoyed the mutual medical insurance privileges were well-to-do,

and could afford to pay the customary fees of the private practitioners.

The physicians formed a strong organization to meet this situation.

The Medical Federation:

1. Accepted, in principle, the importance and value of mutual
medical and hospital insurance.

2. Demanded that medical benefits of the mutual societies be

limited to members in the lower income groups; roughly, single men
with annual incomes of less than $1,000, married men with $1,500
or less.

The old established Spanish clubs refused to grant the demands
of the physicians. A strike was called by the medical association against
the large clubs.

12
It was doomed to failure because of the superabun-

dance of medically trained men in the city. The physicians formed
rival mutual medical insurance groups and attracted many members
from the old established societies. Finally, in an attempt to force the

government to recognize the demands of the physicians, the Medical
Federation declared a general medical strike throughout the island.

13

11 The Spanish clubs have established hospitals in several o the larger interior cities.
12 In August 1932. A previous strike had occurred in 1926, which, in the case of the

Centra Galegof continued for 33 months.
13 The general island-wide medical strike occurred January 19, 1934 and lasted three days.
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This strike did not have popular support, and did not serve to advance

the interests of physicians. The strikers did succeeed in securing an

official request from the government to the International Labor Office

in Geneva asking it to send representatives to study the situation and

make recommendations* This was carried out in June 1934.

The important recommendations of the Geneva commission are,

in brief:

1. Limitation (in accordance with the needs of the country) of

the number of young medical graduates who are licensed each year

to practice medicine.

2. Better organization of medical care for the poor.

3. Arbitration by the government of differences between the

Medical Federation and the mutual cooperative societies.

4. Compulsory maternity insurance.

5. An active fight against charlatans and irregular medical prac-

tice.

The Geneva commission recommended that the well-to-do mem-

bers of the mutual insurance societies be allowed to enjoy the social

privileges but be excluded from the medical benefits. No official action

has been taken as yet on this report.

Summary

The medical situation in Cuba at the present time is in about as

bad a condition as can be imagined. A large proportion of the people

of the interior receive little or no medical or hospital care since they

cannot afford to pay for this service themselves and the government

has been unable, because of distressed economic and political condi-

tions, to furnish adequate free medical and hospital care.

More physicians are entering the profession each year than the

country can possibly utilize under the present plan of medical organ-

ization. These young physicians are concentrated in Havana where

they are not needed. .

The Medical Federation is at death grips with the large mutual

medical insurance societies in Havana, largely because of inclusion in

the club memberships of a number of well-to-do members the physi-

cians say 25 per cent of the membership, the societies estimate a total

of 5 to ro per cent.
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But even if one grants that 25 per cent of the membership of the

large Spanish clubs are well-to-do, and these wealthy members were

excluded from mutual medical benefits, the economic situation of

physicians in Cuba would not be solved, nor would there be a better

distribution of medical service to the people of the island.

There is at present a surplus of medical personnel in Cuba. Havana
and environs are adequately supplied with medical and hospital facili-

ties. No person of whatever economic group need suffer from want

of medical care in the capital.

The difficulty is that no system has been devised whereby the

great mass of Cuban people who live in the interior and really need

good medical and hospital service can secure it.

The Cuban people, and the organized medical profession of Cuba
as well, have accepted the principle of mutual medical insurance for

the lower-income groups. But experience in other lands has shown that

such a plan can reach the people who need it most only by some
nation-wide system of compulsory medical and/or hospital insurance

which is under government supervision.

In general, nation-wide medical insurance plans have been suc-

cessful only in countries with a highly industrialized population. But
Cuba is an agricultural and pastoral country.

The situation is not hopeless, however. The Cuban people have

shown a genius for the organization of mutual medical benefit asso-

ciations. The Havana clubs have been, in the past, extraordinarily suc-

cessful. Would it not be a wise and patriotic policy to utilize the

experience and talent that has been developed in the operation of the

large clubs in Havana in an attempt to extend the principle of mutual

benefit medical insurance to the lower economic groups of the nation,

particularly to the great mass of people in the interior ? The monthly
fees need not be so large, nor the benefits received so elaborate as in

the large central municipal clubs, but some degree of medical care at

least could be distributed to those who need it most for a sum which

they could afford to pay.

In our opinion, the gradual extension of an island-wide public
health and welfare plan of organization, developed on the basis of

the municipio as a unit and discussed elsewhere in this report, will

in the end serve as an important factor in prevention of illness and

promotion of the public health of the whole people.
It should reach the great mass of the people of the island who are
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at present in greatest need of medical care, and prevent much of the

illness and distress from which they are now suffering.
If adequate opportunities for interesting work at a reasonable com-

pensation are offered to the young medical graduates, they will be

drawn to the interior, thus relieving the present congestion of physi-
cians in Havana, and utilizing to the fullest extent the talents of these

trained men. This will react to the benefit of the medical profession
of Cuba and also to the people as a whole.

5. General Discussion and Summary

The independence of Cuba thirty-five years ago brought to the

front a group of remarkable men, who, with great ability and fine

patriotism, dedicated their lives to the development of the public
health and welfare of Cuba. Finlay, Guiteras, Agramonte, LeRoy all

have completed their work. Only a remnant of the old group Rob-

erts, Albertini and a few others are left. They have served their

country well.

A new group of young men must seize the blazing torch where

they have flung it down the torch that has flickered so feebly these

recent years. Inspired by their devotion, this new group must dedicate

their dives to carry on the work so well begun.
Conditions have changed, methods of attack on disease problems

have been greatly modified and improved; a new and effective tech-

nique and philosophy of public health and welfare has been built up.

Public health is now a special profession requiring inherent abilities

and specialized training. It is now well recognized that medical train-

ing alone does not prepare a man to administer an effective public

health program.
In our opinion, the greatest public health need in Cuba today is

a well-qualified public health personnel, well-trained in the technique
of public health administration and in the various special public health

services*

Cuba needs trained personnel, young men and women with ability,

intelligence, and patriotism, who will be willing to devote their lives

to the promotion of the health and welfare of the Cuban people.

The Cuban government should, we believe, be willing to arrange

for this type of training, and also give those men and women who

prepare themselves properly an adequate opportunity for a life career

of work in their chosen field.
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There is an opportunity for a wide variety of individual abilities

and interests. Special subjects which require specialized training and

urgent consideration may be noted.

One of the great public health needs of Cuba is the development
and extension of the present division of vital statistics. Dr. LeRoy's
efforts must be brought to fruition. Demography is often called "the

bookkeeping of humanity/' Without an adequate standard of meas-

urement, no Health Department can determine its successes, or evalu-

ate its defeats.

Epidemiology should be developed to meet the actual needs of

Cuban situations. The most outstanding epidemiological problems that

require special emphasis and immediate consideration are, we believe:

a. Malariology.
b. The epidemiology of tuberculosis, particularly in the rural

portions of the island.

c. The epidemiology of intestinal infections.

d. Communicable diseases of childhood.

e. Diseases and disturbance of nutrition.

f. The epidemiology of intestinal parasites.

Many of the problems in general sanitation in Cuba have not yet
been solved. We believe that additional personnel, well-trained in

modern methods of sanitary engineering is required. Particular

training should be sought in the techniques of:

a. Public and private water supplies.

b. Public and private sewage disposal systems.
c. Engineering features of malaria control.

d. Milk sanitation.

The major developments in the public health field in recent years
have occurred in child hygiene. The results achieved have been

astounding. Special techniques have been developed which are most
effective.

The major role in this development has been the trained public
health nurse. As an illustration of the important and effective part
the public health nurse now plays in the modern public health pro-

gram, one need only note the fact that over one-half of the personnel
and almost one-half of the total budget of an effective modern local

public health organization is devoted to the activities of the public
health nurse.14

14 Cf. p. 179.
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Cuba needs well-trained, well-qualified public health nurses, who
will take an integral part in the health work of the nation. Such devel-

opment will be slow of course, for public health nursing technique
is difficult and requires special careful training and continuous intelli-

gent supervision.

The standard medical training does not prepare a young physi-
cian for an administrative career in public health. The average prac-

ticing physician is notoriously a poor business man. He has no training
or talent for the details of organization and administration. We now
recognize that public health administration is a special career, requir-

ing certain inherent talents and particularly special training and expe-
rience in the fundamental techniques of preventive medicine.

We believe that the public health services of Cuba should be ex-

tended to meet the needs of the people of the interior of the island.

The tendency in the past has been to concentrate the work in Havana.

There is a highly organized, well-staffed personnel for health work in

the capital city. In addition, many of the national activities are con-

centrated within the boundaries of the capital; as, for example, the

public health laboratory service, communicable disease hospitaliza-

tion, tuberculosis dispensary and national hospitalization service, child

hygiene clinic service, venereal disease dispensary service. All these

and others, though under national auspices, are in reality of chief

benefit to the city of Havana itself and its immediate environs.

The interior is relatively neglected. This is true particularly of the

smaller towns and villages, including the people who actually live on
the farms. Yet these are the very people who most need intelligent

guidance and help. It is true that the national budget contains a large

item for public health personnel and their maintenance throughout
the island, but these moneys are consumed in great part in cleaning

the streets and removing the garbage of the interior towns. We now

recognize these items as functions of the Department of Public Works,
and not public health functions at all.

It is furthest from our intention to criticize the efforts of the

national government to make Havana the most beautiful and health-

ful city of the tropics. We must recognize, however, that Havana and

its environs comprise only a small fraction of the total population of

Cuba. At most, one person in six of the nation is affected by public

health efforts that are expended in his behalf in the capital. The rural

areas, where the national wealth and resources of Cuba lie, where the

great proportion of the people live, and where the major unsolved
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public health problems exist, have, in great part, been left to their

own resources.

A most encouraging feature of the program of the new administra-

tion is the general plan for the establishment of the Finlay Institute

on a firm basis.

Cuba has its own special problems in the prevention, control and

treatment of disease. Situations constantly arise that are peculiar to

the island. Solutions developed elsewhere, even under similar condi-

tions as, for example, in the Institute for Tropical Diseases in Puerto

Rico, may not be applicable to Cuban conditions.

Cuban scientists must work out their own particular solution of

their own problems in the laboratory and in the field. This can only

be done by the development of a small, compact, more or less autono-

mous group of well-trained, capable scientists, which has the support
of the Cuban government, and the confidence of the Cuban people.

This group should not limit its activities to abstract scientific prob-

lems, but should carry investigations to the hospital wards and par-

ticularly into the field, and should study the various problems as they
arise.

The Institute should be an integral part of the National Public

Health Service. It should be responsible for the diagnostic laboratory

service, and also for the preparation or standardization of prophylactic

biological products. It should aid and advise the national and local

administrative officers of public health. It will thus render a real and
effective service to the government and to the people of Cuba, and
add prestige and renown to the nation in the scientific circles of the

world.

6. Recommendations

We shall not attempt to make detailed recommendations, or pre-
sent a complex scheme of organization for the public health service

of Cuba.

The reasons are obvious:

1. We did not have the opportunity to analyze in detail either the

existing public health problems or activities.

2. No detailed plan, no matter how perfect from a theoretical

point of view, should be presented for adoption in its entirety until

it has met the test of practical local field conditions on a small scale*
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We might present a program which had proved highly successful

elsewhere, but which in actual practice would not meet Cuban condi-

tions at all. We will not do so.

We wish, however, to present three major recommendations which,
we believe, are sound in principle. Details of administrative procedure
must be developed to suit the actual needs of each situation.

I. Trained Public Health Personnel.

We suggest that the Cuban government make a careful selection

of young men and women physicians, engineers and nurses a few
each year. Arrangements should be made to train this selected group
in the special technique of public health. Among the important special

techniques in which training is essential may be mentioned: epidemi-

ology, public health laboratory procedure, vital statistics, child hygiene,

sanitary engineering, public health nursing, and public health adminis-

tration. There are many places where such training may be secured.

The amount of training required would depend on the subject

itself and the initial qualifications of the student. A minimum of one

year is suggested.

II. Extension of Public Health Service to the Interior.

We recommend the gradual development of a public health service

for the interior on the basis of the municipio as a unit. Each unit should

be directed by a well-qualified public health official, trained for his

work and devoting his full time to public health activities. His zone

should include perhaps 50,000 people, more or less about half of the

municipios are of suitable size to warrant organization on unit basis.

Smaller munidpios may be merged to form a district. (See Table

VII, page 106.) It may prove advantageous to assign all administrative

responsibility for both public health and welfare activities of the zone

to one well-qualified director.

He would direct a small compact field staff, covering the various

functions of public health endeavor. His staff would include public

health nurses and sanitary inspectors, as well as the necessary office

staff. He would be aided and advised by the technical staff of the

national health service, and his work would be supervised by his

division chief, in accordance with the present divisional plan of the

Department of Sanitation.

We do not recommend that a complete organization of this type

be installed for the whole island. We suggest that only a few trial
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units be established at first, to work out the details, and to develop
a procedure of local organization which will meet the particular needs

of Cuba. After a period of trial, original mistakes may be rectified and

a personnel and method of attack developed. This type of organization,

if successful, may then be extended to other places-

Ill. The Establishment of the Institute Finlay as the research and -field

investigation nucleus of the National Health Department.

Laboratory research and field investigation are the very life of a

health service. We believe that the new plan of organization of Finlay
Institute is an excellent one. The allocation of the national diagnostic

laboratory service, the preparation and supervision of biologicals and

other therapeutic products such as the narcotics and digitalis, and

direction of Las Animas hospital will strengthen the Institute, bring
new vigor and interest to its staff, and render valuable service to

the nation.

We would recommend that, as the Institute becomes consolidated,

it be given greater responsibility. We would suggest that it assume

responsibility for epidemiological investigation of the national health

service. We believe that the scientific staff of the Institute should be

a small, carefully chosen group, the members of which devote their

full time to the work of the Institute. The staff should not limit its

activities to the laboratory, but go into the field, make necessary

investigations, and aid the local health officers in every way in the

difficult solution of their local epidemiological problems. We would

suggest, in brief, that the Finlay Institute be an integral part of the

National Health Department, supported from the national budget
and made responsible for one of its major divisions of activity, namely,

epidemiology.



CHAPTER VI

EDUCATION

The present condition of education in Cuba can be understood

only if it is recalled that it has been in a state of complete disorganiza-
tion for the last- three years. This disorganization becomes clear in

the light of the part played by students in the revolution which reached

its climax with the fall of Machado on August 12, 1933. The resistance

of Havana University students to the Machado regime was harshly

suppressed in 1927 and 1928 by a special Disciplinary Council of Uni-

versity professors. On September 30, 1930 occurred a clash between

students and the police in which a student was killed. In December

1930 the students and a part of the faculty of the University issued a

manifesto addressed to the Cuban people as a whole attacking the

Machado government. Students in the secondary, normal and agri-

cultural schools joined in approval of the manifesto. As a result, all

these schools were closed and, except for the farm schools which

have not yet re-opened, resumed operations only in December 1933.

While elementary schools functioned during this period, the budget
was so reduced that teachers' salaries were unpaid for long periods,

no materials of instruction were available, and many schools were

closed. Since 1929-1930 was the last normal year, the following figures

for that year the latest available in complete form are here given

to indicate the numbers being cared for in each of the different types

of schools:

ENROLMENT IN CUBAN PUBLIC SCHOOLS 1929-1930

University .................
Normal schools .............

Secondary schools ............. 5*483
Commercial schools ......... 452
Schools o arts and trades ..... 1,070

Superior primary ............ 5)397

Agricultural schools ...... , 216

Elementary schools ...... 308,859

Kindergartens ............. 18,522

Total ...................... 349>6lS

129
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Independent Cuba has been unable to realize its democratic ideal

to make at least elementary education available to all of its citizens.

Elementary schools have been provided for less than half the children

of school age and, of the number enrolled, by far the larger part have

always been found in the first two grades. The dearth of schools has

naturally been greatest in the rural parts of the island, as contrasted

with the larger cities where a six-year period of elementary education

has been made reasonably available,

Public education beyond the primary school has been accessible

only in the six provincial capitals, where all the schools above ele-

mentary level are located.
1 With all of these post-primary schools

caring for the largest number of pupils they could possibly accommo-

date, not over fifteen thousand young people could be offered instruc-

tion beyond the six years of elementary education. Of these, nine

thousand would either be preparing for the University or the teaching

profession, so that a very small number of young people in Cuba not

headed directly for a profession have been given an opportunity for

more than six years of schooling.

University education is offered only in Havana. All of the faculties

are professional in character, but the quantitative adequacy of publicly

supported university education cannot be judged by simply equating
enrolment in the various professional schools with the number of

persons needed in Cuba in the various professions. In the absence of

a faculty of purely liberal arts, the young Cuban ambitious to attend

school longer than ten years must enter a professional faculty of the

University, and Cubans have apparently believed that professional

study is the proper way for a school to serve the cultural interests of

its students and society.

Private schools conducted by religious bodies, mutual benefit socie-

ties, patriotic philanthropic groups and individuals compensate in

some degree for the lack of public schools. Children of families in

comfortable circumstances are sent to private schools. That private
schools now enroll no more than twenty-five thousand children indi-

cates how relatively small a part of Cuban society has risen above

the very lowest economic levels.

Cuban educators point out that both public and private schools in

Cuba follow an exceedingly formal and bookish curriculum and pro-

the exception of a few primary schools with three additional grades, found in the
larger centers of population which are not provincial capitals.



EDUCATION 131

cedure.2 That the private schools have not developed any outstanding

progressive or experimental institutions may in part be attributed to

the auspices under which they have been conducted, and in part to

the fact that degree-granting is a government monopoly. Pupils from

private schools can receive the bachelor's degree only by submitting
to official examinations based on the courses of study of public institu-

tions. University admission depends on possession of the official bach-

elor's degree. Private institutions on the university level are unknown.
The private schools are, therefore, practically compelled to conform
to the type set by the public schools.

Because the title of Bachiller and certain doctors' degrees are

granted in Cuba after very abbreviated schooling, Cuban students

who go to institutions of higher education in Europe and North
America for advanced work find themselves in an embarrassing and

disappointing situation. Judged by the quantitative standards used by
admission offices, the Cuban Bachiller falls short by six years in the

requirements for a B.A. or B.S. degree in a North American college
or university, and a "Doctor" from certain schools of the University
of Havana may find himself classified as a college freshman. Steps

might be taken to raise gradually the requirements for the Eachille-

rato and the Doctorado in order to put these titles more nearly on a

par with the significance attached to them elsewhere. Such a move-

ment would increase the prestige both of those holding the titles and

of Cuban education as a whole. The use of the title of licenciado could

be extended as an index of professional competence.

i. Administrative Organization

The Cuban system of education is comparable to that of France in

its organization. It is highly centralized, with local boards of educa-

tion almost completely lacking in administrative responsibility. Unlike

the French system, and somewhat like that of North America, it has

an end-to-end organization of schools, the elementary schools leading

directly to the secondary and these in turn, except for special and

technical schools, leading directly to the university. The elementary

2 C. Luciano R. Martinez, Dictamen sobre el informe del Prof. M. Pittman sobre el estado

de la educacidn en Cuba (Havana, 1933). A study of Cuban education was made by Prof.

Marvin S. Pittman and submitted to the Secretary of Public Instruction in December 1932.

Professor Pittman was critical of the procedures in the schools and perhaps for that reason his

report was never released by the government. The Dictamen sobre el informs del Prof. M,
Pittman sabre el estado de la educaci6n en Cuba, prepared by Dr. Martinez, agreed with the

major criticism offered by Professor Pittman.
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school has a six-year program; the secondary school. Institute, a four-

year course. A new type recently organized, called the Higher Primary

School, represents a variant of this organization. These resemble, in

their relation to other schools, the English higher primary and central

schools. They parallel three years of secondary instruction, but are

not an integral part of a primary-secondary-university series. Twenty-
nine of these higher primary schools are now functioning.

The Cuban system resembles the French, again, more than the

North American, in that secondary education is not provided for any

large number of students, nor is it free, although tuition is low and

many scholarships are offered at public expense. Moreover, the sec-

ondary schools are degree-granting institutions, although this similar-

ity is purely superficial, since in Cuba the title is granted after a total

of but ten years of schooling beyond the kindergarten.

Again, as in France, the head of the school system is a Secretary

of Education with a seat in the Cabinet, who has wide powers of con-

trol over schools by means of decrees. In making this comparison,

however, it must be borne in mind that the Cuban Cabinet is like

that in the United States, theoretically serving during the entire presi-

dential term not, like the French, resigning whenever its proposals
are defeated in a parliamentary vote. In France, moreover, as con-

trasted with Cuba, a powerful Higher Council on Public Instruction

and a permanent administrative staff give a considerable degree of

continuity to educational policies.

The central administrative office (Secretariat de Educacion} is or-

ganized into three departments under the general direction of an
assistant secretary. These departments are: (i) primary education;

(2) higher education; and (3) accounts. The first has charge of the

administration of all kindergartens, primary and higher primary
schools,, and a normal school for the preparation of kindergarten
teachers. The second administers one public secondary school in each

of the six provinces, six normal schools (also one for each province),
four industrial schools, four commercial schools, an institute of

physical education, and a school for homemaking. The University of

Havana and the School of Fine Arts, which formerly were under this

department, have been made autonomous institutions. The Depart-
ment of Accounts carries on the usual work of such a section, con-

fining itself wholly, however, to fiscal accounting and carrying on
no such educational accounting as is found in many school systems.
Neither this department nor any other in the Secretariat has the
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statistical information essential for wise formulation of plans for the

future. Although the budget for the coming school year was being
prepared while the Commission was in Cuba, no one knew the actual

enrolment in either elementary or secondary schools.

The Department of Higher Education deals directly with each

individual school under its charge, having no technical or field staff;

such field service as is necessary is performed by the four general in-

spectors who are field agents for the whole educational department,

responsible directly to the Secretary.
The Department of Primary Education has an organized technical

staff. A General Superintendent is charged with the administration

and supervision of all schools under the department. Six Provincial

Superintendents act as local administrators- These seven form a

national board of superintendents. There are ten special superin-
tendents of drawing, English, manual training, home economics and

kindergartens. Local supervision is carried on by eighty-seven district

and assistant district inspectors, under the direction of seven provincial

inspectors. The provincial and district officials are riot dependent on
the local governments, but form part of the national administrative

machinery. They work with and through 117 local municipal boards,

however, naming teachers for local schools. Those boards have no

authority to establish schools or to control their internal procedure,
these being determined by the central authority.

The Secretariat of Agriculture also carries on an educational pro-

gram, having under its charge six agricultural schools, a newly organ-
ized forestry school, and an agricultural experiment station, the last

named being primarily an institution of scientific research rather than

a teaching institution. It also directs an educational enterprise in the

organization of "5C" clubs patterned on the "4H" clubs in the United

States. More than 500 such clubs have been organized, devoted mainly
to poultry-raising, cattle-raising, and corn cultivation projects.

2. Elementary Education

While accurate statistical information about education in Cuba is

almost completely lacking, the following figures are given as repre-

senting the approximate facts:

The present population of Cuba is estimated by the Director of

Census as 3,961,725 for i933

8~*For the 1931 census, c. p. 24.
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The elementary school population is estimated by the same authority
as 852,162.

The budget of the Republic for 1933-1934, excluding public works,

foreign debt service and certain fixed charges, was $29,862,563, or

$7-53 Per capita. The budget for education was 19.85 per cent of this

total or $1.49 per capita, and $13.90 per child enrolled in elementary
schools less than one-third the sum similarly spent in the poorest
state in the United States.

For 1934-1935 the fraction of the budget assigned for elementary
education is substantially increased. Tables I, II and III give the geo-

graphical, age, and grade distributions of children enrolled in element-

ary schools for 1932, the latest year for which figures were found.

TABLE I

TOTAL ENROLMENT AND RATIO OF PUPILS IN ELEMENTARY SCHOOLS
TO TOTAL POPULATION BY PROVINCES *

In

Elementary Per cent
Province Population f Schools t of Total

Pinar del Rfo ...... 345>638 39,890 11.5
Havana ............ 987,212 129,171 13,1
Matanzas ........... 34^67 52>555 13-4
Santa Clara ............. 822,198 84,845 10.3
Camagiiey ......... 411,382 25,560 6.2
Oriente .............. 1,082,011 94,687 9.6

T<>tal ....... 3,988>7<>8 426,708 10.7
*
Figures taken from "Comision nacional de estadistica y reformas economicas," Estadisticas

1932.
\-Ibid., p. II. %lbid. t p. 57.

TABLE II

AGE DISTRIBUTION OF PUPILS ENROLLED IN ELEMENTARY SCHOOLS

Per Cent
Age In School of Total

Less than 6 years ......... 27,287 6.4
6 ye

,

ars ............... 39,146 9-2
7

M
............... 48,667 IM

- 8 .................. 5*>73 12.0

9
cc

............. 53,9n 12.6
10 ..................... 56,795 X3-3

12

X3 .................. 32,344
X4 ..................... 15*029
15 or more years ........... 3,835

Total ............... 426,708
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TABLE III

GRADE DISTRIBUTION OF CHILDREN ENROLLED IN ELEMENTARY SCHOOLS

Number Pei- Cent Not Counting
Grade Enrolled of Total Kindergarten

Kindergarten . . . 27,865 6.5
ist 162,576 38.3 40.0
2nd 93>546 21.9 24.5

3rd ... 66,114 15.5 16.5

4th 43>763 I0 -2 IO-9

5th 22,096 5.1 5.5
6th . . 10,748 2.5 2.6

Total . . . 426,708 100 100

The figure 426,708 represents total enrolment. The average enrol-

ment for the same year was 329,654, indicating that at least 97,054,

or 22.7 per cent of the total, were enrolled for less than a school year,

and the average daily attendance of those enrolled was reported as

77-3 Per cent-

Since population has increased slightly and the matriculation in

schools is reported to have decreased, 400,000 is too low rather than

too high an estimate of the number of children of ages 6 to 13 who
are not in school. The department of "The School Map" of the

central office reported the enrolment for November 1933 as 278,150,

which would mean that 500,000, or well over one-half of the children

of school age, were not enrolled in public schools at that time.

The number of teachers employed when the average enrolment

totaled 329,654 was 7,253, giving a pupil-teacher ratio of approxi-

mately 45. Classrooms with as high as 90 pupils are not unknown,
and many have more than 60. While conclusive experimental evidence

in the matter is lacking, experience indicates that 36 pupils is a maxi-

mum number o pupils for one teacher to handle successfully.

Table I indicates the uneven spread of educational opportunity
over the Republic. Camagiiey has less than one-half the proportion of

its population in school as compared with Havana and Matanzas.

Table III shows that a very large number of Cuban children stay in

school little beyond the second grade, 64.5 per cent of the enrolment

in the elementary school being found in those two grades. The figures

show the inadequacy of the number of elementary schools to serve

the school population, and their conspicuous failure to hold any large

number of pupils for more than two years.

Both of these facts are perfectly well known to Cuban school
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administrators and teachers. To correct the first condition, increased

appropriations must be made to provide more schools and more rooms

in existing schools. Without additional funds, new schools can be

opened only by introducing economies in operation in the school

system as now administered. A system which is spending only $13.90

for each child enrolled has small margin for economy.
Certain steps can be taken, however, most of which need not wait

on increased appropriations. The developments in education which

have transformed elementary schools in other parts of the world in

the last twenty-five years have not yet found their way to Cuban
schools. To put these schools abreast of the best practice in other coun-

tries will necessitate modernization of the curriculum in terms of child

needs and child interests; the re-education of teachers in modern school

procedures based on pupil activity, without which no curriculum re-

vision can be effective; and the reduction as rapidly as possible of

the number of pupils to be instructed by each teacher to a manageable
number. Cuba has persons who are well informed as to the progressive

procedures which have been found feasible and successful elsewhere.

Their knowledge must be mobilized for the task of modernizing
Cuba's elementary schools.

This transformation cannot take place overnight. But certain steps

can be initiated at once, and the following are suggested:

First, organize a National Education Association of school teachers

and administrators of both public and private institutions for the study
of the problems of elementary education, and give this group the task

of revising the elementary school curriculum.

Second, make a unit of the kindergarten and the first and second

grade, organizing the work of grades one and two on the basis of

the present kindergarten procedures, modified to include the begin-

nings of reading, writing, drawing, speech, nature study and the social

learnings of every sort growing out of the group and individual

activities which the kindergarten in its modern form stimulates. There
are two reasons why, in our opinion, the kindergarten should no

longer be maintained as a separate unit. First, with so many children

of school age not served by the public schools, and with over 60 per
cent of the pupils in school found in grades one and two, the time

and effort devoted to kindergarten should accomplish much that is

now deferred until the first grade; and second, only by utilizing the

teachers now in service who know kindergarten methods can the
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introduction of the activity program into the lower primary grade
be brought about promptly.

Third, make the administrative machinery more stable on the

technical side by giving more permanent tenure to the General Super-
intendent and the six Provincial Superintendents, and make them

dependent, as in France, on a permanent National Council of Educa-
tion. Only with more continuity of administrative practice can im-

provement of the schools go on satisfactorily. These officers should be

selected because of their exceptional competence, and should not be

changed with each change in the Cabinet as is now the case.

Fourth, in so far as the problem of elementary education is that

of rural schools, create a new type of school, which is described in the

next section.

3. Rural Schools

Schools in Cuba are failing entirely to meet the needs of the rural

population. This is a situation not at all unique to Cuba, but has

existed there so long and been so aggravated that the effects are now
scarcely less than a national calamity. Writing in 1887, Marti said:

5

"A very grave error Is being committed in the educational system in Latin
America. In countries which live almost completely on agricultural production,
the population is being educated almost exclusively for urban life, and is not

being prepared for country life. And since urban life exists solely at the expense
of and by virtue of the country, and by trafficking in its products, it follows that

with the present system of education there is being created an army of unem-

ployed and hopeless people. The head of a giant is being placed on the body of

an ant. And every day, with the system of purely literary education which con-

tinues to be given in our countries, the head is being increased and the body
decreased. Men of influence and foresight in these countries of ours must labor

tirelessly for the immediate establishment of practical agricultural stations and of

a group of itinerant teachers who travel through the countryside teaching to the

dwellers in valleys and remote places the things necessary for them to know of

spirit, government and earth."

During the almost half century since Marti wrote these words,

Cubans have insisted on their truth and importance. But existing rural

schools have continued to be ordinary schools, under a single teacher,

attempting to do the work that is done in city schools and, because

of their enormous handicaps, doing it badly. Even if they were

equipped to do it well, however, and even if elementary schools, both

in country and city, were improved ia the ways in which similar

5 Quoted in Bamdn Lorenzo, La escuela rural, y el ciudadano agricolo (Santa Clara, 1931)*
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schools have been improved elsewhere, they would still fail to meet

the needs of the rural population.
The differences between life in Havana and life in rural Cuba

are too great to enable a single type of school adequately to meet the

needs of the two situations. To insist that "equal educational oppor-

tunity for all
35 means "identical schooling for all" is as erroneous as to

insist that equal medical service for all means the same prescription

for every one. Democracy should insist that equal administrative care,

equal expert technical effort, and proportionate expenditure of public

funds should be given to schools which shall be equally accessible to

citizens everywhere. But it must insist further that the persons who
attend schools must be equally well served. France has decided that

not all of its population can be equally well served by a single type
of school, and the Ecole unique has not been established. England has

made no attempt to furnish identical education for every one.

It was Cuba's educational misfortune that the pattern of its public
school system was set under North American auspices, directed by a

schoolman from Massachusetts. The great expansion of education

which followed the establishment of the Republic was directed toward

the goal of making the then existing type of school available to every
inhabitant of Cuba, in the belief that school and literacy had some

magic by which successful democracy could be assured. No attempt
was made to determine the special problems of rural life and devise

a school which would fit rural people to meet those problems. Schools

must now be created which shall be as serviceable to the agricultural

population as the existing ones are to urban people.
The first fact to be taken into account is that the problem of rural

education is one of adult as well as child education. To attempt to

control disease by a health program for school children is to sacrifice

a generation, even were the instruction completely successful. Practi-

cally nothing that the school might do can be effective unless rural

home conditions can be changed. For this reason a proposal for the

extension of rural education will be presented in Chapter XVIIL The

plan there outlined provides for education of the whole rural popula-
tion, adults and children, not by bringing them into the schools, but

by taking to them in their homes, through an extension service, a type
of instruction specifically designed to redeem rural Cuba from its

present pitiful condition.

Once this extension work is well under way, however, schools for

children of school age will be needed. For these, as well as for schools
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already functioning in rural districts, a pattern should be devised

which will make the rural school useful in preparing young people
for rural life and giving them the fundamental skill and knowledge
which they need immediately, and will open the way for eventual

extension of that knowledge. There should be "activity schools" based
on the essential processes of rural life. Rural schools of Puerto Rico and
the schools which Mexico has established under the name of casas del

pueblo are schools of the sort projected for the second unit. From
the experience of these two countries, Cuban school administrators

can draw helpful suggestions. Pupils will come to the school to engage
in group agricultural projects under the guidance of the teacher and to

learn, incidentally at first, systematically as their interest grows, the

things directly related to their lives and the more remote things sug-

gested by study of immediate problems. The first essential item of

school equipment will be an adequate plot of ground. Since a garden
cannot be given two months of vacation and be successful, the rural

school will be a twelve-month school. The school building will be a

shop in which the arts and crafts used in Cuban rural life, and new
ones which should be used, are taught. Reading matter bearing on
the work of the pupils will be at hand; materials for drawing and

writing will be available. In the presence of these materials, in an

environment which stimulates him to learn because what he is learn-

ing interests him, the pupil will demand that he be taught to read,

write and draw. To keep him from learning these subjects will be

found practically impossible. Arithmetic will be so essential to the

recording of the progress of agricultural projects that skill in its use

will seem important to the child, and systematic instruction will fol-

low the first incidental learning as an opportunity, not as a task. Home
projects will be carried on by pupils; the school teacher will bear the

same relation to these projects as the volunteer leader of the "5C"
clubs which are already operating under the direction of the Depart-
ment of Agriculture.

That the teacher of the rural school should know the agricultural

problems of the district in which he works is indispensable. That he

should live in the community where he teaches and shall be suffi-

ciently competent to gain the respect of the parents of the children

enrolled in his school is imperative. That he should know how to

teach children is assumed. What institution should prepare these

teachers must be decided, and the program of preparation devised. The

existing agricultural schools could undertake the task with no addi-
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tional equipment beyond a rural school annex for demonstration in

charge of a person competent to teach others how to teach. This is

preferable to the use of normal schools, because of the expense involved

in providing adequate equipment for giving the necessary agricultural

training in these schools. As an alternative, in order to make socially

important use of the able people who already have attended normal

and agricultural schools, another plan might be devised; a group of

such persons, under competent leadership, might be settled on a ploi

of ground under the land utilization scheme proposed elsewhere to

gain experience in the problems of rural life and, through discussion

and study, to work out in detail a program for the rural schools.

Mexico found it necessary to enlist able persons as missionaries to

the rural people in its efforts toward betterment of the agricultural

population. Russia capitalized the almost religious zeal of young peo-

ple in its national campaign for rural reconstruction. Cuba will solve

its rural problem only if young people can be found who are willing
to devote their lives to work in the country more interested in the

progress of their work than in salaries, more inspired by the direness

of the need than discouraged by the magnitude of the task. In the

absence of such rural school teachers, the Cuban revolution will be

without significance for the rural population. It will fail to touch the

largest and most important part of the Cuban people, the country
dwellers (guajiros).

4. Secondary Education

Only one adolescent in twenty of Cuba's population has an oppor-

tunity to continue his education in a public school for more than six

years. This fact is scarcely less distressing than that half a million

Cuban children of elementary school age are without school facilities.

While the step of primary importance in improving the Republic's
educational system is to insure at least a minimum school opportunity
to every child, it is as truly essential that a much larger number should

be given schooling well above the elementary school level at public

expense for a period of years. In giving this opportunity for prolonged
schooling, however, Cuban society is warranted in insisting that the

pupils receive such training that they are not only well served as indi-

viduals, but can contribute to the development of sound Cuban life.

Cuba now lacks the middle class which should fill the gap between
those with but elementary schooling and those who have university
education. Secondary education, as administered in the Institutes, has
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as its sole aim preparation for university admission. To increase the

number of students in such schools would at present mean either

merely to increase the university group, or else, if graduates did not

enter the university, would enroll a large number of young people
in a type of school which fails of its purpose. Cuba needs a greatly

increased number of people who have at least four years of general
education beyond the elementary school. The only alternative now
offered to university preparation is vocational education, in normal,

trade, agricultural, or commercial school. The Institutes grant the

bachelor's degree to students who complete their work. The leaving

certificate from these schools should represent the termination of a

stage of education which has given a well-rounded culture an educa-

tion valuable in and of itself. It is actually used only as mark of readi-

ness for the higher stage of university education.

The whole range of post-primary education needs to be co-ordi-

nated, the offerings enriched, and non-university preparatory courses

dignified. The opportunities both for more varied vocational courses

and for a course which is neither college-preparatory nor vocational

should be provided, while a system of guidance and selective admission

to the different courses should attempt to distribute young people in the

most advantageous way for their best interests as well as those of Cuban

society. A general cultural course which definitely disregards uni-

versity admission requirements in favor of a well-rounded cultural

experience is now completely lacking. The experience of other coun-

tries indicates that a large group of young people among those who
should not be guided toward a university career will be attracted to

such a course. A wide range of materials must be offered to meet the

variety of interests of such a group. The Commission specifically

recommends the creation in the Institutes of a general course with

numerous electives, and the guidance of a large number of students

into such courses. Until such non-university preparatory courses are

made available, rigid academic aptitude tests should be used in select-

ing students for the Institutes, and the number admitted should not

greatly exceed that which can be taken care of on graduation by avail-

able university facilities.

If the Institutes are to continue to be wholly supported from the

national budget, then the allotment of funds to the six institutions

should be on a more equitable basis than at present, and the equipment
of the schools should not be allowed to differ to such a degree as be-

tween Santiago and Pinar del Rio on the one hand, and Santa Clara
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and Havana on the other. Also, some provision should be made for

secondary education at public expense for young people living outside

the provincial capitals. Additional schools in such cities as Cienfuegos,

Cardenas, Manzanillo, Moron and Sancti Spiritus, boarding depart-

ments in existing schools to accommodate students coming from out-

side the capital cities, or scholarships in existing private schools of high

standards, paid from public funds in cities without public secondary

schools all of these could be used to spread opportunity for secondary

education more evenly over the island.

The present chaotic state of the secondary schools the result of

three years' suspension of operations, drastic changes in personnel,

and the revolutionary activities of students makes the task of restoring

normal conditions in the schools of primary importance. Once this

is accomplished, the new problems of diversified curriculum, selec-

tive distribution of students among the various curricula offered,

and educational guidance in general can be attacked. These problems
are technical, and to their solution should be applied all the profes-

sional skill which can be mobilized. As a first step, serious efforts could

be made to organize into a professional body all of the persons en-

gaged in secondary school work, both in public and private schools.

This group, once formed, could refer each of the outstanding problems
in the field to sub-committees for preliminary study and report. That
such professional groups can make invaluable contributions to the

development of a nationally adequate system of secondary schools is

demonstrated by the experience of England. Associations of head-

masters and headmistresses, and of secondary school teachers working
on its technical side, and an administrative set-up which has made the

proposals of this group effective, account for much of the phenomenal
development of new forms of secondary education and the improve-
ment of old types in England. The initiation of such a professional

organization in Cuba need not wait on economic recovery or on any
act of the government. Thanks to the exceptional ability of the Cuban

people in the use of foreign languages, all that has been written on
the subject of reforms of secondary education in other countries of

|he world is at once available to this professional organization. Such

professional study of the needs of Cuba in respect to secondary educa-

tion should precede and guide the development in this field which is

to be anticipated from the action of an enlightened government*
In the professional attack on the problems of secondary education,

the School of Pedagogy of the University should play an important
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part. It rests with the University to insure that the teaching personnel
o the secondary schools shall be competent, thoroughly prepared in

the subject matter to be taught, adequately trained in the techniques
o teaching students of the ages found in the secondary schools, alert

to meet the fundamental needs of these young people, and competent
to take part in the solution of the problems of the secondary school.

The old curricula of the School of Pedagogy and the School of Arts

and Letters have not insured these results. It is to be hoped and ex-

pected that reorganized plans and programs of studies will meet them
more adequately.

The forms of post-primary education carried on by schools other

than the Institutes, including all forms of vocational, commercial, agri-

cultural and higher primary education, should be brought into the

general scheme of secondary education. Each of these has its peculiar

problems, to be considered as sub-problems in the whole program of

post-primary schooling. The first problem needing attention in con-

nection with this group is that of vocational and educational guidance.
No adequate information is now available in Cuba on occupational dis-

tribution or occupational opportunity. Complaints were heard by mem-
bers of the Commission in different parts of the island of a shortage of

persons with certain skills, notably carpenters, furniture designers and

makers, and mechanical "handymen" with a basic mechanical knowl-

edge, who could be given specialized training after employment. Some

agency should make these needs known to vocational school authori-

ties, and curriculum construction and vocational guidance should be

based on such information. If the program of rural reconstruction out-

lined elsewhere in this report is put into operation, an important new
outlet will be created for young people trained in trade and agricul-

tural skills, and the success of the plan will in large measure depend
on the readiness of the corresponding schools to offer the necessary

training and guide students toward it. The appropriations for voca-

tional training of all sorts except teaching are now absurdly small,

particularly those for agricultural training, in view of the fact that

Cuba is pre-eminently an agricultural country. But it is futile to in-

crease the facilities for agricultural training without creating the condi-

tions under which young people who take the training can apply their

skills to their own advantage and that of the farm situation in general.

As a preliminary step to the expansion of vocational education, the

formation of a vocational council is suggested. This council should be

made up of employers, representatives of the union of skilled workers,
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of some persons from such organizations as the colonos associations,

the tobacco and coffee growers' association, and the Socledad Eco-

nomica de Amigos del Pais, It could carry on a survey of the needs for

vocational training, and its report would serve to guide both the estab-

lishment of new types of work in the schools, and the vocational

guidance of students enrolled.

This council could also canvass the opportunities for cooperative

vocational
6
education, which means the use of the equipment of com-

mercial shops and factories for practical instruction, the theoretical

instruction being given in the schools. The heavy expense for tools

and machinery for special school shops is thereby greatly reduced, the

variety of technical skills which can be taught is increased, and the

work of the school is kept in constant touch with actual shop condi-

tions. Cooperation of owners and managers of industrial establish-

ments would have to be secured, and the advice of labor leaders in

respect to conditions of apprenticeships would be necessary. These

could be secured through the activities of the proposed council.

With respect specifically to the six public agricultural schools, the

fact must be borne in mind that the experience of other countries

clearly indicates that agricultural schools cannot be expected to im-

prove agriculture to any degree through direct training of farmers.

This will be particularly true in Cuba, where the difference between

urban and rural life is so enormous. One cannot expect young people

who have completed six years of elementary school and three years

of post-primary school a period of schooling which is only one year

less than that required for the coveted bachelor's degree to become

independent farmers under present conditions in Cuba. They may find

supervisory posts with the large-scale sugar enterprises, but Cuba's

great need for improved agricultural skill is in the area of small-scale

agricultural undertakings. Boys with nine years of schooling behind

them will not go into such undertakings. The establishment and sup-

port of agricultural schools will improve agriculture in the areas where

it most needs improvement only if an agricultural extension service

is organized by which the skill and knowledge gained by the students

in the agricultural schools can be carried to the farmers. The details

of such a service are presented in Chapter XVIII.

If the program there outlined be put into effect, the curriculum

of the agricultural schools will need to be revised in the light of the

The cooperative plan is well illustrated in the practices followed in the schools of Cleveland

and Cincinnati, and in the Mechanics Institute in Rochester.



EDUCATION 145

service which their graduates are to render. Not agricultural produc-
tion alone, but the whole problem of rural life must be dealt with.

Rural sanitation and farm management, design and construction of

buildings that fit the conditions of Cuban rural life, farm economics
that have the realities of the present and immediate future in mind
these must be among the topics that find a place in the program of

studies of the agricultural schools. Special training in extension work
must be offered. No schools will be called on to render a more im-

portant service, and none should be more sensitive to the proposed

program of rural reconstruction. They will be the important foci of

the extension activities, and should have a special staff trained in ex-

tension work. Through the extension organization, students who be-

come local agricultural agents will be in constant touch with all that

is newly developed in these institutions.

Six agricultural schools were visited by the Commission and, while

all show the destructive effects of three years of idleness, all are in

condition to resume effective work at once. Careful selection of per-
sonnel to complete the staff of each school and equally careful selection

of students and adequate curriculum construction are more important
than any large immediate new expenditures for buildings or equip-
ment.

In the social reconstruction of the country, an important item is

the improvement of general skills of living. No increase in economic

security will accomplish what is desired unless accompanied by modes

of life which will reduce the enormous gap now existing between

rural and urban people in Cuba. The young people who leave schools

where they have spent three years should go out with sound standards

of decent, satisfying ways of living. What is about to be said applies

to all schools ill Cuba where the students live at the school. To insure

that they shall acquire improved living habits and tastes, students

should encounter conditions with respect to eating, sleeping, privacy,

cleanliness, artistic surroundings and social intercourse which will

habituate them to ways of living well above existing rural standards.

By example and precept they will become forces for improving the

communities into which they go after leaving school. Rural Cuba

has no more reason to be dirty, ugly and on a level of primitive

decency than it has to be hungry. Practically everywhere in Cuba

standards of dress are high. Standards in other aspects of living can

feasibly be brought up to comparable levels.
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5. The Normal Schools

The normal schools are dealt with as a part of secondary education

for two reasons; they are on a secondary level, their four-year course

paralleling that of the Institutes; and they not only function as pro-
fessional schools, but play an important part in offering education

beyond the six years of elementary school to a very large number of

young Cuban people who would otherwise find no opportunity for

these additional years of schooling. In numbers of students served,

the normal schools have since their establishment very nearly equalled
the Institutes in supplying a group of persons of education inter-

mediate between those with only elementary schooling and the uni-

versity group. This service is of an importance second only to that of

supplying trained teachers for the elementary schools. In this respect

they resemble similar schools in other countries, notably Argentina,
where the normal schools established by Saramiento not only prepared
teachers but also gave young women the only readily available oppor-

tunity then offered for education beyond the elementary school in

publicly supported institutions.

The normal schools have suffered from the same disturbance as

all other secondary schools of Cuba. They were closed for three years,

and have only recently re-opened with new personnel, equipment
badly deteriorated, and student bodies disturbed by an absence of

three years and activities in connection with revolution. The immediate

problem is one of returning to normal routine, restoring buildings,

notably that in Santiago, to a usable state, and finding an adequate
location for the Havana school.

Four specific recommendations with respect to the normal schools

are offered:

First, organization of persons engaged in teacher preparation, for

the study of professional problems. Each school now operates in isola-

tion. An official plan of study gives them a uniformity of curriculum

content, but no cooperative enterprise is under way for technical im-

provement of their work, Cuba has persons who are well informed in

the theories and techniques of modern education developed elsewhere.

The school practices in Cuba's elementary schools can most quickly be

improved by mobilizing this knowledge and devising ways of training
in these new techniques the students who are soon to go out as

teachers.

Second, group the kindergarten, first and second grade teachers-
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in-training into a single unit. The reasons for this combination are dis-

cussed in the section on elementary schools.

Third, devise rigid selective tests for admission. Teaching is too

important a service to allow persons to prepare to enter it without

close scrutiny of all relevant facts about candidates which will indicate

the probabilities of their developing into competent teachers* The
normal schools can and should govern their student enrolment to

meet anticipated needs for new teachers, and should take only the best

candidates for admission up to the number required.

Fourth, become centers for the training of teachers already in serv-

ice. Cuba's teachers are all on a twelve-month basis as to appointment
and salary. To meet the emergency which now exists, no great hard-

ship will be entailed if summer sessions in the six normal schools are

organized, and every teacher is required to attend such a session at

least once in every four or five years. Only in this way can teachers

now in service be trained to carry on the schools in the new spirit

and follow the new plans which, it is hoped, are to mark Cuban
schools in the immediate future. A summer teachers' camp on the

general plan of that at Baguio in the Philippine Islands, but much less

elaborate, might well be contemplated. Cuba has many attractive spots

where a camp could be located and a wholesome vacation combined

with profitable supplementary training be offered to teachers.

6. School Buildings

Cuban schools are badly housed. A very large number of elemen-

tary schools occupy rented buildings which were not designed for

school use and are poorly adapted to school purposes. The Institutes

in Santiago and Pinar del Rio are working in altogether inappropriate

buildings, and that in Havana is inadequate to care for the number

of students enrolled. The charge for rent constitutes a very consider-

able item in the budget of the school system, and the present diffi-

culties of school authorities are increased by their liability for rent

unpaid in previous years. In the budget for education for 1933 to

1934, the item for rent amounted to $295,761. Obviously this amount,

plus a modest sum set aside for a building program in the annual

budget, would pay the interest and the amortization charges on a

bond issue large enough to initiate a school building program. Such

a suggestion, however, fails to take into account that at present and

until the financial difficulties left by preceding national administra-
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tions are cleared up, borrowing for public works in Cuba will not be

an easy task.

Before a comprehensive building program is initiated, certain pre-

liminary steps may well be taken. Skilled architectural service should

be enlisted in the preparation of plans for school buildings and

grounds. The persons undertaking this preliminary work should

familiarize themselves with all that has been achieved in schoolhouse

construction in countries with comparable conditions. The experience

of the Philippines should have some significance in this respect. In

designing the new buildings, full account must be taken of the educa-

tional program that is to be carried on in them.

The selection of locations for buildings should also precede con-

struction. Havana and the other large cities will meet the difficulty

that confronts all urban communities in securing sites sufficiently

large for school building purposes. Except where urban conditions

make it impossible, no school should be built without ample play and

out-of-door work space. The smaller communities can all find loca-

tions away from their main thoroughfares, where school buildings

can be built on large plots. In the case of rural schools, the ground is

for the moment more important than the buildings. In Chapter XVIII

will be found a special program for the construction of rural schools.

This plan contemplates that the construction of essential buildings will

constitute a community project. The rural school building may well be

the kind of construction feasible for residence buildings in the com-

munity, including only such improvements over the existing type as

will set an example for housing betterment in the region served by the

school.

A program which can be put into eftect at once in connection with

school buildings is that of beautification. One of the most distressing

outward signs of Cuba's unhappy recent history is the ugliness which

prevails in a country which should be one of the beauty spots of the

world. Where bougainvillea, hibiscus, royal palms and all the flowering

plants native to the tropics will grow as they do in Cuba, no matter

what the interior of a school building may be its exterior can be

made beautiful. No more appropriate beginning of an activity pro-

gram in Cuba's schools can be devised than that which would grow
out of a nation-wide campaign to "make the school grounds beauti-

ful."

In case an attempt is made to shift a part of the financial responsi-

bility for education from the central to local governments, considera-
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tion might be given to a plan to encourage the provinces and munici-

palities to undertake the provision of school buildings with national

aid. In France the departments furnish sites and buildings for the

departmental normal schools and the communes are similarly re-

sponsible for housing elementary schools, the state making special

grants to these local units to pay a part of the interest on bonds issued

in financing construction. Administrative officers in Cuba would be

well advised to study carefully the operation of this plan in France

and the feasibility of putting it into practice in a suitably modified

form.

The advantage of making a building program under provincial
or municipal auspices a first item in a plan for developing local ex-

penditure for education is that a school building appeals to the

imagination and can become a matter of local pride. The community
feels that its money has been expended for something that cannot be

taken from it, and that it has insured a good school for its children.

The Secretariat of Education would retain the right of approval over

plans and sites. It would have a fixed policy for giving aid, a policy
which might well include at least the following three bases for dis-

tribution of aid bases which will be valid no matter what local

educational responsibility might later be made for financing schools.

(1) A carefully calculated amount, based on a fixed sum per child

in average daily attendance throughout the island, would be included

annually in the national budget, to be distributed to local units on

the basis of attendance of children in each unit. In the case of school

buildings, this sum would be in any one year too small to construct

a schoolhouse. If the local community made no effort to start a build-

ing program, the annual national appropriation would have to

accumulate until it reached, for any given community, the amount

needed for a building.

(2) A certain sum would be made available in each year's national

budget, from which local expenditures would be matched. If the local

expenditures proposed for a given year exceeded the amount of the

national appropriation for the purpose, the matching by national funds

might be made less than dollar for dollar, or local projects might be

approved, for matching, only up to the limit of the available national

appropriation,

(3) From an equalization fund, national aid would be distributed

to the local authorities making some contribution to the support of

education in inverse ratio to the returns per child of school age from
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an equal tax rate in the different communities levying that rate. If two

municipalities voted the same tax rate, and in one the income per
child of school age or in average daily attendance were much higher
than in the second, the equalization fund would make a larger appro-

priation to the second community in order to equalize the educational

opportunity in the two communities which had, as indicated by the

rate at which they taxed themselves, made an equal effort to support
education.

Experience has shown that these three ways of distributing national

funds to local communities, combined in such relative proportions as

conditions warrant, are a sound scheme for the encouragement of local

effort and for a more even spread of national support over the whole

area involved.

7. The University of Havana

The important part played by students in the political revolution,

which is an outstanding factor in the present Cuban situation, has

been referred to in a preceding chapter. This activity in public affairs

has been duplicated in an intensified degree in their relations to Uni-

versity organization during the same period. The interesting facts

about the University of Havana at the present moment are not those

of actual organization of curricula and faculties, buildings and budgets,

equipment, enrolment and requirements, but the reconstruction of the

University on a new basis after three years of complete paralysis.

During the period to August 1933, the students intensively co-

operated with other revolutionary groups in the anti-Machado move-
ment. A number of students were killed by the government and its

supporters, many more were imprisoned, and others were forced to

leave the country. With the fall of Machado the students, having been
successful in their political activities, turned their attention once more
to the problem of University reorganization which had agitated them
since 1922, and set out to rid the University faculties of all persons

antagonistic to the revolution. A "Committee of Purification" was
elected by a general assembly of students, whose task was to determine
which professors of the University had opposed the revolutionary
movement and to drive them from their posts. Forty-five professors
were accused and were called on to defend themselves before a Student
Tribunal. The charges brought against professors were: (i) that they
had taken part in the Disciplinary Councils of 1927 and 1928 above

mentioned; (2) that they had refused to sign the manifesto of De-
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cember 1930; and (3) that they had collected their salaries from the

Machado government during the years 1931, 1932 and 1933 when the

University was closed by presidential order. Some professors were

charged with all, some with one or two of these acts. In December

^933? the Student Tribunal submitted its report to the General Student

Assembly. The Assembly voted that all those found guilty of the first

charge be expelled from the University faculty, together with all pro-
fessors who were proved to have supported the Machado regime. In

the cases of the other accused professors, the Assembly voted a public
rebuke and suspension from their posts for two years.

Although the students were in full control of the University by
reason of their connection with the revolutionary forces which had
seized the government, theoretically control of the University was still

in the hands of the faculty (Claustro de Profesores) and the University

Council, a small body made up of members elected from the faculties.

The anti-Machado element in these bodies set in motion their own
machinery of University reform. Their action failed to correspond in

some cases with that taken by the students, and in January 1934, they

agreed to join in the formation of a mixed commission of twelve mem-
bers, made up of two students and two professors from each faculty,

to investigate and report on the professors who had been voted on

unfavorably by the Student Assembly but not by the faculty. The

report of this mixed commission was placed before the Student

Assembly in June 1934, and, as a result of the information gathered
and of the appeals presented directly to the Assembly in behalf of

accused professors, decisions previously reached by the Assembly were

revoked in certain cases; the Assembly, however, voted that all others

of the forty-five who had been accused be expelled finally from the

University. The Assembly, fearing that the faculty might fail to agree

to these acts, went further and demanded on June 13 that all members
of the University Council should resign, and that the Council be

reconstituted by the election of persons in whom the students had

confidence. This Council is the administrative body of the University,

and its authority is theoretically final in all University affairs. From

June 25 to 27, 1934, the faculty of the University, in secret session, voted

to refuse to ratify the action of the mixed commission and the Student

Assembly in the cases of certain professors.

Since it was perfectly obvious that the University could not function

while students and faculty were in disagreement over these cases, the

faculty as a whole resigned on June 29. This wholesale resignation not
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only made unnecessary further discussion of the cases of professors

where students and faculty were in disagreement, but also made it less

probable that an appeal to the courts would be taken by any of the

expelled professors. The Council refused to accept the resignations

of the professors who are in accord with the Student Assembly, thus

preserving a skeleton faculty organization around which as a nucleus

the complete staff can be rebuilt in accordance with the University

statutes now in force.

The willingness of the revolutionary government to leave the for-

tunes of the University in the hands of the students and such staff

members as were acting with them was indicated by the decree, issued

by Grau San Martin on October 6, 1933, and reaffirmed by the Men-
dieta government^ declaring the University an autonomous institution,

removing from the Secretary of Education all authority over its affairs,

and setting aside 2 per cent of the ordinary budget of the Republic for

its support.
How the University will be organized to carry on its affairs as a

self-governing body is now in process of being decided. The existing*

statutes of the University place administrative control in the University

Council, composed of members elected by each of the three faculties.

The students have now expelled the members of the faculty to whom
they objected and have gained full control. That they will relinquish
their power in favor of faculty control seems highly improbable. A
plan

T
is now under discussion in which the governing bodies, with

representation of faculty, students and graduates, are set up.
This plan proposes that supreme control be vested in a University

Assembly, to be composed of two professors, two students and two

graduates for each school or faculty which has no divisions into schools.

As a transition measure, the representation of graduates and the already

existing Havana professional groups is postponed until organization of

these groups can be completed and a method of choosing representa-
tives arranged. All powers not expressly placed within the competence
of other subordinate bodies are to be exercised by this Assembly, and

appeal from all actions of subordinate bodies may be taken to it. Each
of the principal divisions of the University is to be governed by a

Faculty Council, composed of the dean of the faculty, the directors

of the schools, the secretaries of the schools (these to be faculty mem-
bers), and two students from each school, the secretary and vice-secre-

tary of each council to be elected from among the student members.
7
Ante-Proyccto de Estatuto orgdnico de la Universidad de la Habana (Havana, 1934)*
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In like manner, each school 8
is to have its council composed of the

director, and one professor and one student from each of the courses

offered in the school.

The plan proposes that the General University Faculty be made

up of all of the professors, that the faculty of each division include all

the professors of the division, and that the faculty of each school, as

an organized deliberative body, be made up of all the professors of the

school and one student from the course offered by each professor.

These faculties are to deal only with matters of professional character,

and all their acts are to be subject to review by the respective councils.

The Rector of the University is to be elected by the University

Assembly, and the administrative officers of the faculties and the

schools are to be elected by the corresponding councils for a period

of three years, and may not be re-elected.

The plan proposes that the economic administration of the Uni-

versity be carried on by an economic council, composed of three pro-

fessors elected by the General University Faculty for terms of three

years; three students, to be elected each year by the Federation of

Students; three graduates of the University; and two persons elected

from among their own number by all of those who have given a single

gift of $25,000 to the University or are making an annual contribution

of more than $1,000 toward its support.

The complete personnel of the University professors, students and

employees is to form a University City, and each of these persons,

on assuming his character as student, professor, or employee, is to be

required to take an oath that he will discharge faithfully his obliga-

tions as a citizen. Students will be self-governing, and no provision is

made for any review of acts of student organizations with respect to

such government by any other body or court.

That the present students of the University should look with favor

on a plan which contemplates perpetuation of a large measure of

student administrative control is perfectly understandable. In setting

up a permanent organization, the attention of the present student

group may well be called, however, to the fact that they are an

unusually mature group older, the majority of them, by three years

than subsequent student groups will be, and matured by the responsi-

8 The University is organized into three faculties: Letters and Science; Medicine and Phar-

macy; and Law and Social Sciences. The first has five schools: Letters and Philosophy; Pedagogy;

Sciences; Engineers and Architects; and Agronomy and Sugar Engineers. The second has four

schools: Medicine; Pharmacy; Dentistry; and Veterinary Medicine. The third has two schools:

Law, and Political and Social Sciences and Economics,
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bilities and activities of three years of revolution, an experience through
which no other generation of students should have to pass. If the plan
is adopted as proposed, the powers they retain will pass, as they emerge
from the University, into the hands of a new generation of seventeen,

eighteen, and nineteen-year old students. Once the present students

graduate, their influence will be comparatively small. With these con-

siderations before them, they would be well advised in giving careful

consideration to some plan for selecting from the whole body of Cuba's

intellectual group a supreme governing board which, once constituted

to their satisfaction, would, by suitable provisions for self-perpetua-

tion, give a sounder guarantee of the continuation of the ideology
which now controls the University than one dominated by oncoming
generations of students and a faculty which will be chosen primarily
for its competence in the various fields of knowledge.

In considering the kind of educational service which the University
of Havana is giving to Cuban young people and Cuban society, the

following figures furnish interesting information.

GRADUATES FROM VARIOUS UNIVERSITY SCHOOLS FOR THE FIVE-YEAR PERIOD

1925-26 TO 1929-30
*

By Faculties

1. Civil and Public Law . . o

2. Civil Law . . . . 799
3. Public Law . .... . . 86

4. Lawyer o

5. Notary 6

6. Political, Social and Economic Sciences o

7. Medicine , , . 794
8. Pharmacy . . ... 427
9. Dental Surgery . . 272

10. Veterinary Medicine ... 44

11. Philosophy and Letters . . 64

12. Pedagogy 146

13. Physico-Mathematical Sciences .... 12]
14. Physico-Chemical Sciences . . . . 12

f-

15. Natural Sciences . . . . iqj

16. Civil Engineer 75
17. Electrical Engineer 8

18. Architect 56
19. Agricultural Engineer o

20. Agricultural-Sugar Engineer 12
21. Chemical Expert i

22. Chemico-Agricultural Expert 2

23. Agricultural Expert o
*
Estadtsticas, 1930, pp. 54-55.

891

1537 I

J

64
'

146

38

139

891

1537

402
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REGISTRATION BY RACES, 1929-1930

White
Men Women

1. Civil Law . 653
2. Public Law 91
3. Profession of No-

tary 101

4. Lawyers 231
5. Political, Social and

Economic Sciences 190
6. Medicine 1356
7. Pharmacy . . . 202
8. Dental Surgery . 638
9. Veterinary Medi-

cine 252
10. Philosophy and

Letters 169
11. Pedagogy 268
12. Physico-Mathemat-

ical Sciences .... 86

13. Chemical Science 102

14. Natural Science . 135
15. Civil Engineer . 271
16. Electrical Engineer 124
17. Architect 152
1 8. Agricultural Sugar

Engineer ... 119

19. Chemical Expert 44
20. Agricultural Ex-

37

30
8

ii

4
18

in
36

188

573

20

29
64
II

5

3

Colored
Men Women

40

4

4
7

150
i8

99

10

32

Total 5221 1133

6

2

423

4
o

o

o

9

23

22
6l

4 o

2 O

3 2

9 i

i i

8 o

o

o

Total Grand
Men Women Total

693 34 7*7
95 8 103

ii 116

9 247

4 200
27 1533

134 354
57 794

105

238

196

1506
220

737

267 3 270

179 21 389
300 634 934

90 20 i 10

104 29 133

138 66 204
280 12 292
125 3 128

160 7 167

125 5 130

46 3 49

40 i 41

5644 1277 6921

The following facts emerge from these arrays:

1. By far the largest service rendered by the University is in the

preparation of young people for medicine and related professions and,

if to this be added preparation for the legal professions, other services

are almost negligible.

2. The University has contributed little to the preparation of

technicians in the field of agriculture, which is Cuba's largest field of

activity, and little to the preparation of engineers whose services are

closely related to Cuba's major needs.

A consideration of these facts leads to the inescapable conclusion

that there is a lack of adjustment between the service rendered by
the University and the needs of Cuba with respect to these various
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professions- Cuba needs fewer doctors and lawyers and more tech-

nicians in the engineering and agricultural fields.

Certain facts must be borne in mind in considering this situation.

In the first place few young people may be entering what seem to be

the essential fields of agriculture and engineering because no social

organization has made possible the exercise of these professions to the

mutual profit of technically prepared people and Cuban society. Uni-

versity students look forward to opportunity rather than to social need

in selecting their field of specialization. Again, medicine and law offer

the most prolonged preparation. For this reason, in part at least, de-

grees from these faculties carry exceptional prestige. Not only do the

practice of medicine and law offer opportunities, but the number of

callings into which young people trained in medicine and in law find

their way by reason, not of technical preparation, but of the fact that

they are the most highly educated persons in Cuba, is large. And
finally, the lack of any non-specialized University education of a

dignity and rigorousness comparable with the law and medical school

requirements has left no alternative to ambitious young people desir-

ing prolonged education. No system of selective distribution of

students among the various faculties and schools could fairly be put
into operation in the absence of opportunities that such a non-special-
ized education should offer.

As a major change to be carefully considered in remaking the plans
and programs for the University, therefore, the organization of a five

or six-year general course, with possibilities of extended specialization
in different fields of knowledge and leading to a distinctive doctor's

degree, should be included. If such a course were arranged, selective

admission to the faculties of law and medicine could then be enforced.

The numbers admitted to these now overcrowded faculties would be

limited to the number of persons actually needed in these professions,
enrolments in other technical schools would be encouraged, and for

those who desired a general culture, the new, rigorous, prolonged, non-

professional courses would be open. The large enrolment in the facul-

ties of medicine and law indicates that Cuban university students seek

the longer courses, and no pressure need therefore be brought to in-

duce them to enter longer, in preference to shorter, courses. Never-

theless, dignity would be added to all doctor's degrees if no faculty or

school granted such a degree without completion by the student o at

least six years of full-time studies. Cuba unmistakably needs cultured

persons, but for the sake of the young people concerned and for the
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sake of the now overcrowded professions of medicine and law, it

needs to exercise some control over the kind of higher education which
is made available. The University is the appropriate agency for exer-

cising that control, limiting in no way the amount of instruction

which young people may receive, but guiding wisely the choices of the

type of prolonged education which they shall undertake. A careful

study of the policies adopted in this regard by Chile in 1928 is sug-

gested.

The Commission also strongly advises the organization within the

University of a research institute, analagous to the Finlay Institute,

which shall bring to bear the techniques of modern scientific inquiry
on all problems of Cuban life, particularly its social problems.

8. Libraries

While schools represent the major institutionalized cultural agency
in Cuba and are practically the sole such agency publicly supported, a

discussion of education must include at least brief mention of one other

factor contributing to intellectual life namely the libraries.

Altogether Cuba has forty-four public libraries, with 599,491

volumes, 95 per cent of which are in the libraries of Havana and

Matanzas, the smallest provinces. Oriente, which is the most populated,
has only 10,928 books in seven public libraries.

9 The National Library

in Havana has 207,423 volumes. The Library of Congress and that of

the Sociedad Econdmica dc Amigos del Pais excepted, no other library

in Havana has a good catalogue. The Library of Congress is excellent,

but is not freely open for use by the public. The national institution

is in a disgraceful condition. Its bookcases were taken away during
the Machado administration, the books were boxed and stored in a

prison building, and, while they have now been restored to the library,

the state of the building and lack of shelving have made it impossible

to remove more than a few volumes from the packing cases.

In October 1933, during the Grau administration, two decrees were

prepared with a view-to increasing the public libraries and giving them

modern organization. One of these merged the National Library with

the Library of Congress, housing them both in the splendid building

of the Capitol, and provided for a trained staff and a catalogue. The
other decree provided for the establishment of a Junta Nadonal de

9 Hcrminio Portell Vil, La biblioteca y el libra cubanos como factor sociologico (Havana,

1934).
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Bibliotecas, Archives y Museos to take care of all public libraries in

Cuba and their personnel, the latter to be chosen through examina-

tions. Every town or even society having more than one thousand

books could apply to the Junta to have its libraries declared public.

If the ]unta considered the application deserving of approval, such a

library was to be declared a public library, and entered in the official

system. The decrees were never enacted, due to the uncertain political

situation prevailing at that time.
10 The government would do well to

consider the adoption of these decrees and to increase library appro-

priations generally.
"> Ibid.



CHAPTER VII

SOCIAL WELFARE

Morro Castle and its tall stone lighthouse keep their ancient guard
at the entrance of one of the most beautiful harbors in the world and

symbolize for the visitor to Havana what was protective as well as

oppressive in the Spanish regime. They are more likely to catch the

eye than something equally old and significant the walls of the Casa
de Beneficencia y Maternidad founded in 1705 for orphan children,
and overlooking the waterfront boulevard. This asylum, the largest

and oldest in Cuba, cares for 700 girls and boys. It epitomizes the old

tradition of benevolence on the island, This tradition has clung to

institutional forms, gracious in their Spanish architecture and flower-

ing patios, which lend physical charm seldom attained in the philan-

thropic institutions of the United States, but lacking in that social

awareness which reaches out into the homes, and unconcerned with

the prevention of the ills which bring their charges to them. As unem-

ployment has risen, the orphanages have thrown open their doors to

children with parents who lacked only the chance to earn a living,

caring for the few but leaving the great body of dislocated families

untouched and unhelped.

By contrast, the "shanty-towns" of Havana represent what landless

and workless people have done for themselves. To find 1,500 families

lodged in them seems even more of a paradox than in New York
or Chicago, for Cuban soil can give so generously* People huddled

together,, depending on odd jobs, begging for food, or standing in

line at a soup kitchen live so very near idle country districts which

could yield them ample subsistence. Characteristically enough, these

"shanty-towns" are built of Cuba's waste the boots of palm trees

which have been used as wrapping for tobacco bales but they look

like the "shanty-towns" in the United States that have been put to*

gether these last five years from tin cans and packing boxes. These

small settlements are often referred to as llegc^y-pon^ which translated

means "arrive and flop." There is, however, a great deal more to

them than the name suggests, for these small villages rapidly take

159
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on the pattern of community life. Paths become little streets with

names, and the houses have their numbers. Tiny shacks appear as

grocery stores displaying a few cans of vegetables, tobacco and a few
bananas. Even the distinction of rich and poor has its expression, for

at the end of one town there was a particularly miserable hut. "That
is the home of a poor woman," said the so-called mayor. "She is too

poor to build a better house. This," he explained, "just keeps off the

rain."

In one such town visited, said to house a hundred families, there

was no water supply or sanitation of any kind. For water the people
went to a hydrant a block or so away, and for toilet facilities used

the vacant land nearby. The "mayor" and his helper explained that

they themselves built houses costing $2 for any one who had that much
money and could not build for himself.

"Smoke," a neighboring town, had a somewhat more elaborate

set-up for its 350 families. A water spigot was in the center of the

settlement, and latrines had been started but were unfinished, due to

lack of money for materials. Some of the little huts revealed a sense

of artistry and had an air of well-being, even in the midst of heat
and squalor.

There was no school for the crowds of youngsters who thronged
the settlement. The mothers and fathers had been so anxious for one,

however, that they had collected 10 cents a week for each pupil to

pay a teacher. They had managed to have the teacher for four months
and then their money gave out. Many of the children appeared piti-

fully undernourished and needed medical attention in other ways.
These Havana "shanty-towns" illustrated needs found repeated in

the small towns and outlying country districts. What are the public
provisions for dealing with such needs?

i. Organization for Public Welfare

Public health and welfare work in Cuba are centralized nationally
in the Secretarict de Sanidad y Beneficencia. In the municipios they
are administered jointly by a single director. During the Spanish
colonial regime, government hospitals were established and private
endowments also carried on welfare work. General Wood's adminis-
tration was signalized not only by the campaign against tropical dis-
eases and the inauguration of a system of sanitary control, but by the
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extension of the system of public hospitals throughout the larger towns
and cities. Successive administrations continued this development.

These and other governmental institutions suffered severely during
the Machado regime. Hospital budgets were left without provision
for needed scientific equipment or dietary requirements; although a

new prison was constructed on the Isle of Pines, reformatories and

prisons in general were in a filthy condition, and infectious diseases

were permitted to get out of hand. The most helpless in the land, the

sick, the mad, the poor, old people and young children, were the

unknown and uncounted victims of graft and tyranny.
These same institutions have fallen short in meeting the stress

of the economic depression, not only because their income, personnel
and equipment were permitted to run down, but also because the

system of public welfare has needed reconstruction.

The policy of centralizing government activities in Havana has

failed to assure adequate facilities to the local communities, while at

the same time discouraging local initiative. When the large general
national hospital in Havana was recently transferred to the national

University, plans were discussed at once to build another and larger

hospital in Havana out of national funds, regardless of the needs of

districts elsewhere on the island quite devoid of hospital service. Too
often the national government has started work in Havana with the

idea of extending it to the provinces, and the extension has not taken

place. Centralized or decentralized, the need is for a systematic dis-

tribution of essential social institutions throughout the island. The
institutions themselves, wherever located, should be effectively related

to the homes of the people. Cuba today needs visiting nurses, social

workers, probation officers, recreation leaders, farm demonstrators to

reach out into the under-privileged city neighborhoods, and into the

small towns and neglected country districts. While the sick can come
either as indoor or outdoor patients to existing medical institutions,

they have nowhere to go if their sickness is economic or social rather

than physical. Neither the national government nor any municipality
visited maintains a bureau equivalent to the public welfare depart-

ments or family welfare societies in the United States, to which people
in need may apply.

Unemployment
The Cuban government has as yet recognized little responsibility

toward its unemployed citizens. The only official employment fund
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was instituted in ipsi-
1 A National Committee for the Welfare and

Defense of the Needy was set up. Its funds were to be drawn from

government appropriations, the proceeds of collections and benefits,

individual donations and small monthly contributions taken from the

salaries of all government employees. In practice these funds have

come almost entirely from the last source. They have been exceedingly

small. Collections were sent to Havana from the provinces and pre-

sumably redistributed, but there is much feeling throughout the island

that too little gets back from the capital.
2

The question of begging became so acute in Havana some months

ago that an old market building was opened and supported from this

national fund. Women and children were allowed to live on the second

floor, men on the ground floor. In the daytime they sat around on

benches and at night pulled folded iron cots out on the cement floors.

At noon outside the building a bread line formed where other people
came with small tin pails to take the food away. A move was made
to close the place as it was felt to be unsanitary but in the absence

of other effective provision for the homeless, it was permitted to

continue. Meanwhile a subsistence project was undertaken some miles

from the city on a former Machado farm. Approximately ninety

unemployed men had been sent there to build houses to shelter un-

employed families. The plan was to build a separate cottage for each

family and barracks for single men; the people were to get subsistence

for their labor but no cash return. The director was fired with the

idea of inaugurating here a new industry for Cuba silk-worm culture

on a large scale as a means to make the place self-supporting. No
matter how his experiment may work out, the place holds possi-
bilities as a rural training center. If each family could be taught how
to grow its own food, and the government could then move them on
to subsistence farms, it might lead to their permanent rehabilitation.

Another project in Havana was supported by municipal funds and
run by the Salvation Army. This was a camp located at Casa Blanca
and holding 350 people, most of whom had been picked up on the

streets as vagrants. The charge against them on the police record was

1 Decree No. 798, June 13, 1931, modified by Decree-Law No. 67, March 12, 1934, add
Decree-Law No. 142, April 16, 1934.

2 During the year October, 1931, to October, 1932, for example, $114,549 was expended
in Havana Province, but only $6,407 in Camagiiey Province and '$5,925 in Oriente Province.
Between April and the end of June, 1934, the committee expended $13,333, distributed as
follows: $6,000 for the support of 700 children and 200 old people placed in institutions, $4,000
for 4,000 monthly rations, $1,000 for 850 daily cooked rations, and the balance for clothing,
tools and other expenses for a small agricultural colony.
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"no home." The women kept their small children with them in one

barracks, the men were in another, and the boys in a third. The long
rows of beds were clean and the food seemed ample. Children sat

around under the trees, women washed their clothes in big tubs and
there was an air of casual friendliness throughout the place. Never-

theless, little was given them to do and, as there was no way to get
back to the city during the day, they looked on it somewhat as being
in prison.

The inadequacy of such piece-meal attempts to meet the unem-

ployment and dependency situation in Havana is self-evident to pro-

gressive Cubans. Less provision was made in other centers nobody
knew how many unemployed there were in any locality visited. This

lack of provision may be illustrated by a household in one provincial

city where the young father, once a soldier and a rural policeman,
had been out of work for eleven months. With nine people to provide

for, he had been able to pick up only $7 on odd jobs the month before.

The house of four rooms, bare, with mud floors, rented at $4 a month,
but this rent was unpaid. The unemployed father explained that it

took 50 cents a day to feed the family if they were to keep well.

Furniture consisted of one old straight-backed chair, two rusty spring
beds without mattresses, and a small stove. Ironically, they lived on

what had been named the "Street of Help"; but there was no place

they could go for either aid or a job.

Quite generally, efforts have been made to absorb some of the

unemployed in road-building or other public works. In Santa Clara,

for example, a slaughterhouse was to be rebuilt and a schedule of

employment had been worked out, giving the greatest number of

hours of work to applicants with the largest number of dependents.
While only 85 men could be employed at once, it was hoped to spread
the work so that some wages might be given to a thousand. The

precarious situation of the families of the local unemployed had

brought about consideration of a relief bureau. So far as our inquiry

showed, this bureau, if established, would be the first on the island.

Save for aid during disasters, public outdoor relief that is help

given to people in their own homes is almost unknown. Despite the

strength of the family bond in Cuba, the idea of reinforcing the family

and keeping it together in times of distress is not yet generally accepted

as a method of meeting family need. The old institutional tradition

persists in the Bureau for Children of the National Department of

Health and Welfare, which has 850 children under its care. Except
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for a small group placed in free foster homes, these are boarded in

private asylums at a cost of $8 a month. Sometimes three and four

children are taken from the same family, thus costing a sum of $24

or $32 a month, which would in some cases keep the home together.

Instead, the children must go to the asylums and be separated from

parents whose affection might bring warmth to life that no institution

could match.

A family bureau within the national department with a staff

trained in family visiting, and similar bureaus in the municipalities

could deal with such situations. If unemployment were found to be

the chief cause of distress and the parents good guardians, the children

might well be boarded at home rather than in an institution. Cash

relief would thus be substituted for institutional care. Under this plan,

families should, of course, be visited regularly. Aside from relief the

father or mother could be helped to procure work, better housing
and medical care, and the children education. Psychological difficulties

which stand in the way of self-dependence should be dealt with.

Unemployment but emphasizes the need for such work in Cuba.

The case against present methods was put by a group of Havana
women thus:

"A family of father and mother, with three or four children, has been reduced
to absolute poverty because of unemployment. We destroy that family to protect

it, sending the children perhaps each one to a different school or asylum, the

parents to a camp, the men on one side, the women on another. What remains
of that family? Nothing."

3

The group advocated that government money be spent in constructing
small houses on uncultivated land and in staking families until they
were established. Subsistence homesteads may supply one fundamental

remedy for seasonal unemployment in the agricultural districts. But

any adequate attack on the problem as a whole calls for a rounded

program. No one method can meet the needs of all the unemployed.
Efforts already inaugurated in parts of Cuba to provide relief by
public works, such as road-building and low-cost housing, should be
extended. Unemployment insurance for the workers in industrial

trades should be worked out along lines adapted to Cuban conditions.

Public employment bureaus are basic to employment planning. To
meet the immediate need, each munidpio should be organized so that

those out of work may have some place to turn for counsel and relief.

3 From a brief submitted in July, 1934, by the Ladies' Committee to the Committee of
the Indigents of the Department of Health and Welfare.
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Before going further into the community problems which have
been rendered acute by the depression, let us look more closely at

the existing social institutions and consider their readjustment to the

future.

2. Hospitals and Health Services

The oldest of these institutions are the hospitals. In the very earliest

days the small settlements erected houses for the indigent sick, sup-

ported by contributions from the inhabitants. As early as 1556 the

governor of the island rented quarters to be used as a hospital for the

sick and wounded of the army; but it was not until the middle of

the nineteenth century that male nurses were employed to assist the

earlier caretakers the monks.4 The general advances in medicine have

made the hospitals the one group of institutions in Cuba inspired by
modern science, but even when equipment and medical technique are

of the highest standard, there is as yet a complete absence of hospital
social service. Here is an untouched field in Cuba which will put the

social worker by the side of the doctor and nurse in a scheme of

treatment that conceives of patients as human beings, their full re-

covery hanging on the conditions which surround them on their

discharge as convalescents.

Cuban hospitals, however, have already made progress in another

direction through the establishment of clinics for out-patient cases.

The Municipal Emergency Hospital in Havana has placed such clinics

in eight different neighborhoods, and some interior cities have from

one to three clinics. Another interesting feature is that dental work
is done in six Havana clinics. A start has been made along similar

lines elsewhere in the island. While in some, only children are cared

for and in others teeth are only extracted and not filled, this is an

encouraging beginning in an important health field which calls for

widespread expansion.
The best examples of health education found in Cuba are in the

baby and prenatal clinics where an effort is made to teach some of the

first principles of child care and infant hygiene. This is done particu-

larly by the fine maternity hospital run by the Havana municipality,

by the baby clinic run by the National Department of Health and

Welfare, and by clinics in some of the larger cities of the island.

Their success is handicapped, however, by the general lack of a

tie-up between the institution and the home. Medical diagnosis and

*Pezula, Dicffionario de la Ida de Cubat cited.
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treatment is often useless if there is no one to see that the treatment

is carried out after the patient leaves the hospital or clinic. For instance,

in the course of a housing inquiry, a baby and its mother were taken

to one of the children's clinics in Havana. The doctor gave the mother

a prescription for treatment of the baby's sores. She took this to the

dispensary connected with the clinic only to find that it did not handle

this particular medicine. Unless the mother had either been given
the money to get the prescription filled at a drug store or known
where she could get it free, the doctor's services would have been

useless. To follow this family still further and visit the home would
have revealed that seven children and the mother and father lived in

one room, with one double bed and a crib, and no running water, and

that the other children in the family were being infected by the baby's

eruption. The mother had no idea that the skin condition was infec-

tious, saying that she thought it came from the baby's teeth. A little

girl of about seven had just come back from a hospital where she had
been treated for tuberculosis and a heart murmur. If the physician in

the hospital that discharged the seven-year-old had had the benefit

of knowing the family conditions at home, he would probably have

hesitated to send her back, knowing that this would undo whatever

benefit she had received from the hospital treatment. Altogether the

family needed a good deal of home care and health education, and

exemplified the fact that institutional care is more valuable if a hospital
social worker or visiting nurse sees to it that any further treatment

necessary is followed out in the household.

Visiting Nursing

The first women nurses trained in Cuba graduated from the

Hospital de Nuestra Senora de las Mercedes in 1902. There are said

to be approximately 1,200 trained nurses in Cuba at the present time.

While until recently there have been seven schools for nurses on the

island, the scholastic requirements for entering the nurses' training
courses have not been high. It is necessary to complete only the seventh

grade in order to enter one of the best schools that of the University

Hospital which gives a three-year nursing course. More of the Univer-

sity-trained women, however, are said to be entering the service, and
there is an effort among the early graduates to keep the standards high.
There is as yet no training whatever for visiting or for public health

nursing, where the initiative and imagination of the nurse is brought
to bear on the social ills which bring many of their patients to the



SOCIAL WELFARE 167

hospitals. The welfare of the Cuban people needs just this kind of

trained awareness. It is not practicable to build a hospital within the

reach of people scattered in little huts over the countryside, or even of

those gathered in small towns, but it is entirely practicable to put a

visiting nurse within the reach of every hamlet. It would serve Cuba
better to put such services into these neglected areas than to build a

new national hospital in Havana where the people are akeady better

served than anywhere else in Cuba. Moreover, in a city like Havana,
home care for the sick through visiting nursing would cost only a

fraction of hospitalization.

The Insane

A medical institution charged with widespread social implications
is the hospital for the insane (Hospital de Dementes) with its 2,700

inmates, situated in Mazorra, not far from Havana. Patients are sent

from every part of the island, where they are kept temporarily in

local hospitals and jails. Their plight in the cells for transients is piti-

able, as it is also in the central hospital itself.

One unhappy feature is the lack of occupation throughout the

institution, even in the children's ward. In one of the women's sections

a room had been provided with sewing machines and the attendant

said that the women were so eager for something to do that often the

room was crowded to many times its capacity. Interestingly enough,
some trees in front of the administration building showed the possi-

bilities of creative work with the insane. A Chinese patient had worked

out large figures on the tree trunks reminiscent of the art of his native

country. They showed a sense of design and power of concentration

and accomplishment. The therapeutic value of self-expression on the

part of patients could be widely extended under the proper teachers.

The administration of the hospital was aware of what could be done

along such lines, but felt that the budget did not as yet permit securing

the necessary leadership. Again the need was for hospital social service.

The unscreened windows of the hospital wards registered the

lengths to which neglect had gone under the old regime. The situa-

tion, was epitomized in one huge patio bare of green and crowded

with milling women of all ages and conditions, the cries and unkempt
actions of some keeping the place upset. Conditions were worse, how-

ever, in the local places for detention of patients being sent to the

central hospital- In one local hospital both dazed and violent inmates
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were caged in cells adjoining the room where typhoid patients were

segregated, the provision of netting to ward of? mosquitoes from fever

patients contrasting with the failure to protect them from the sounds

of the insane row. In Santiago, the detention place was a small building

near the local lock-up, with cells for violent patients, and both sexes

of the non-violent mixing together in a desolate open court.

By July 1934 it ^ac^ not been possible for the young doctors of the

new administration at Mazorra to do many of the things they con-

templated, such as a better classification of patients, proper segregation
and care during the observation period, and above all a place where

incipient cases might have some chance for recovery. But the situation

transcends that of better institutional provision. Here is a field where

medical science and the social impulse of the island can join forces

not only in modernizing and humanizing the scheme of care, but in

getting at causes and promoting an island-wide program of mental

hygiene. The medical data of the insane hospital offered grim testi-

mony to the prevalence of venereal disease as a serious source of mental

breakdown and dependency.

Homes for the Aged
In contrast to the insane asylum, the homes for the aged in Cuba

are less depressing than most institutions of the sort. The old people
were found generally seated around a flowering patio in an informal

fashion. Good physical care and kindly treatment answered their needs

where these alone do not meet the needs of growing children or the

sick. The Little Sisters of the Helpless Aged (Hermanitas de los

Anclanos Desamparados), a Spanish order founded to care for old

people, were in charge of most of the homes, and there was an air of

friendliness and well-being under their administration. In one Cuban

city the order has recently been put in charge of a neglected public
institution and has transformed it.

5 In spite of the fact that these homes
are unusually successful of their kind, such scattered institutions are

in danger of obscuring the need for a more comprehensive scheme of

protection for old age. A system of old-age pensions for the general
run of poverty-stricken old people would provide them with sub-

sistence in their own homes where they might round out their lives in

their own ways.

5 La Miscricordia, an old people's home in Havana, is supported by the Masonic lodges of

the island.
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Children's Institutions

The asylums for orphaned and dependent children may be said to

be the outstanding expression of the benevolent impulse in Cuba.

They are in charge of lay boards, some of which are very active and

alert; and the care of the girls is in the hands of Catholic sisterhoods.

It is an old pattern of social work, for the most part being done very

charmingly in the physical sense, in gracious surroundings and with

kindliness, but an understanding of the psychological and social needs

of children and adolescence is often lacking. The sisterhoods, while

devoted, are not versed in modern methods of child care, and the men
who are in charge of the boys seem even less aware of the significance
of the problems they must handle. In most instances there are too

few teachers and even caretakers. In the shower-room at the far end
of the babies' ward in one of the asylums visited, a large benign-

looking sister was seen trying to bathe thirty or more naked babies

all of them at the age which had hardly acquired equilibrium; they
were crying lustily, their little dark and light bodies leaning up against
the Sister. The odds were against her kindliness; several helpers were

needed to do what she was trying to do alone.

The large asylums especially suffer through lack of classification

of their small inmates. The board of the Casa de Beneficencia y

Maternidad has recently undertaken to make separate provision for

the subnormal and feeble-minded children in their care.
6 Obvious

examples of such defectives are to be found in many children's insti-

tutions, reformatories and hospitals, but there is little apparent recog-

nition of their particular educational and custodial needs, or of the

drag they are on their normal fellows. This is the more surprising

when the advanced position of the medical profession in Cuba is

considered. Of course, while the discovery and diagnosis of feeble-

mindedness must come from the medical profession, once it is estab-

lished it becomes an educational and social problem. Nevertheless no

one can be more aware than the physician, of . the significance of

feeble-mindedness, or of what custodial care may mean in preventing
its spread.

Another remediable weakness in the mass care given by the asylums
is the tendency toward regimentation the lack of recognition that a

child is an individual, and only as such can unfold normally. The
6 There is a department of abnormal children (Departamento de Ninos Anormalei) at the

Insane Asylum. The School of Pedagogy of the National University is reported to have a special

class room for mentally deficient children.
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dormitory of an asylum, however clean and attractive to the visitor, is

no real substitute for a home. For example, in many of the institutions

there is almost no provision, and sometimes none at all, for the child

to have any small place of his own to put a few personal belongings.

The situation was improved in those institutions where each bed was

flanked by a little chest or bureau. In some, as a compromise provision,

there were locker rooms where dolls and trinkets could be placed for

safe-keeping, but only the Sisters had the key.
Recreational needs are seldom adequately met in these institutions,

although with children living in large groups recreation must be

subject to as much consideration as education. Such children have not

the outlets for imaginative play and natural expression of personality

that the child living in his own home and neighborhood possesses.

Formal schooling itself stops often with the early primary grades, and,

except for some particular type of production on which an institution

may specialize, there is seldom adequate provision for training the

children for later vocational independence.
The tendency in Cuba is still toward the congregate type of chil-

dren's institution, caring for from 100 to 700 children. No cottage type
of institution was seen. Yet the advantages to be anticipated from its

introduction in Cuba are indicated by the standards set in a number
of the smaller children's homes such as the Asilo y Creche del Vedado
and others in Havana, and the orphanage for girls in Santiago. While

they represent an early stage in the evolution of care for the dependent
child, they are good examples of their kind. The very sort of spirit

which has gone into their upbuilding and maintenance, through the

personal interest of boards of directors, represents energy and imag-
ination which should be of great value in the future development
of social work in Cuba. There is kindred promise in friendly visiting
and giving of relief and medicine engaged in by lay members of

the Society of St. Vincent de Paul (Asociacidn Domiciliaria dc San
Vicente dc Paul) to be found in the larger cities.

Such a small institution, devised for a special group the blind

(Escuela dc Ciegos, Varona Sudrez) was established seven years ago

by a lay board in Havana.7
It is of a newer tradition and an effort has

been made to make use of advanced techniques in training. This has

resulted in a less institutional atmosphere and the treatment of pupils
as individuals. There are only forty pupils in the school at the present
time, although it is open to the blind from all parts of Cuba, and

7 A school for the deaf and dumb is located in Havana,
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there is room for more. It is said to be difficult to persuade parents
to give up their blind children to the institution, as there is no general

understanding as yet of the possibilities of education for them. Also,
in other types of families, the blind children are an asset for begging.

Once cash relief and family case work are inaugurated the pressure
which now overcrowds the congregate institutions should be relieved,

and it may be anticipated that many of them will in time become

specialized institutions, each ministering to the needs of children

suffering from some particular kind of malady or presenting peculiar
behavior or training problems. A fresh example of such specialized
work for children is being inaugurated under the name of Paironato

Nacional de Colonias Infancies* A group of women in Havana, under
the leadership of the wife of the President, have opened a colony for

undernourished children on the seashore. The place will be kept open
the year round and health-building, schooling and recreation are to

be included in the program. A hundred children can be taken care of

at the start, and the project is especially hopeful since it is proposed
to keep in touch with home conditions and see that the gains in health

are not lost after the children's return*

3. Delinquents

The Commission has not made any comprehensive investigation of

crime or of penal institutions. Although complete statistics are lack-

ing,
8 the percentage of criminality appears high. This is especially true

in relation to crimes of violence. On December 31, 1932 the prison

population of Cuba numbered 5,248, of whom 890 were serving sen-

tences for acts resulting in loss of life and 149 for acts resulting in

injury (JesiSri). In the same year the number of individuals found

guilty by the courts was 13,956, of whom 1,412 were condemned for

crimes against the person.
9 These 13,956 were classified by age as

follows:

from 13 to 17 years 1,161
"

18
"

20
"

2,874
"

21
"

30
"

6,868
"

3i
"

40
"

M34
Over 50 years 619

8 The most complete statistics are for the year 1913, published by Dr. Crist6bat de la

Guardia, Secretary of Justice. The most recent published statistics are found in the 1932 report

of the National Commission of Statistics and Economic Reforms.

*Dr. la Guardia calculated in 1913 that Cuba occupied first place in crimes of violence

among nations publishing statistics; second place was occupied by the United States. In 1914
the number of criminal deaths was 241 per 1,000,000 inhabitants. In 1915 this proportion
increased to 266 per 1,000,000 inhabitants.
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It is evident that Cuba is faced by a serious amount o juvenile crime.

The small degree of criminality among Cuban women is worthy of

notice. Dr. Israel Castellanos, on the basis of comparative study, con-

cludes that feminine delinquency in Cuba is the lowest of all countries

publishing criminal statistics.
10 In 1932, out of the penal population of

5,2485 only 127 were women.11

Efforts have been made to create special institutions for juvenile

delinquents. Here again the depression has increased the need for

planning. The director of the municipal camp for the unemployed at

Casa Blanca was concerned with the number of boys belonging to

gangs led by older men who taught them to beg and steal. They lived

in cellars and holes and when they returned to these shelters at night
without bringing back as much as was expected, they were beaten.

His stories recalled those told of this type of child exploitation in Paris

by Victor Hugo, in London by Charles Dickens, and in New York by

Jacob Riis. These cases afford a clue as to the stage from which Cuba
must begin to build a new structure for child protection, in which

juvenile courts and clinics, probation, specialized schools and a social-

ized criminal procedure will be factors. In this field, too, the Cuban
tradition has been along institutional lines, but the two reformatories,

one for boys and one for girls, mark an advance over the old practice
of putting juveniles in prison. However, the boys' reformatory

(Re-formatorio de Guanajay) has long been neglected. With the excep-
tion of some new showers and toilets, very little physical change seems
to have taken place since its establishment in an old army barracks.

There is no proper recreational hall for the 246 boys. During a visit

they were found sitting in stiff rows listening to a radio while guards
stood over them. The barracks were dreary and fly-ridden and the

children spent.much of their time in the care of ignorant and poorly

paid guards.
The Reformatories de Aldecoa, caring for 240 girls, is in charge

of the Sisters of Charity. The fine old Spanish architecture is in itself

an improvement on the wooden army barracks of the boys' reforma-

tory and there was a greater sense of both spiritual and physical well-

10 Israel Castellanos, La Delincuencia femenina en Cuba (Havana, 1929), p. 39.
11 Among other aspects of criminality the proportion of suicides calls for attention. Studies

have been made by J. Le Roy, Estudio medico-legal del suicidio en Cuba durante el quinquenio
f902-1906, and by Antonio Barreras, El suicidio en la Habana en el ano /or2. According to

Le Roy the suicide rate in Cuba was 2.2 annually per 100,000 inhabitants. Barreras noted a

higher proportion of suicides among women than among men, and a lower frequency among
the colored population than among the whites. There were 885 suicides in 1926; 838 in 1927;
898 in 1928; 1,017 in i929; i>*32 in 1930; and 1,217 in 1931. Cf. Comisidn Nacional de
Estadistica y Reformas Econ6micas, l&stadisticas, XQSQ, *93*> 1932* Cf. p. 54,
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being in the institution for girls. The nuns seemed able to make the

budget of $28,000 go a great deal further than that of their brother

institution which was said to receive $27,000 for practically the same
number of boys. Cotton suits for commercial sale were being made
on quite an extensive scale. The wisdom of giving the girls occupa-
tion and a chance to earn even the small amount they drew from this

was evident, although such work in institutions, if it becomes extensive,

may drag down wages in the regular market. The fact that forty girls

who had been discharged from the institution had come back volun-

tarily and asked to live there because they preferred it to the struggle
to get along outside indicated that they had had kindly treatment,
and also perhaps that their training while in the institution had not

fitted them very well for self-support. As these institutions are the

only ones in the island for the care of juvenile delinquents, they must
set a standard if similar work is inaugurated elsewhere. Since the work
of both institutions is with problem children, the need for good per-
sonnel is particularly important if something more than just keeping
troublesome boys and girls temporarily out of the community is to be

accomplished. Here, as in other institutions, better child care would
result if on the staff there were those who kept in touch with the

child's home and followed his progress after discharge. A girl or boy

may be committed for a very slight offense at the age of ten, and unless

parents or guardians come for the child, must remain until the age of

nineteen. Although the institution for girls is far superior to that for

the boys, neither is qualified to handle the difficult task of preparing
the delinquent boy or girl for his return to the community.

No attempt was made to appraise the police and penal system as

a whole. Although there is a modern prison on the Isle of Pines, the

Castillo del Principe in Havana is totally unsuited to house convicts,

no less than the political prisoners of the revolutionary period. It was

the scene of some of the worst brutality and neglect of the Machado

regime; and today it is still used to incarcerate not only ordinary

criminals, but former army officers, Communists, and other political

prisoners whom the present administration regards as troublemakers.

A piece of work which seems of significance is the improvement

during the last year in the one prison for women in Cuba. Under

the Machado regime, many of the women students of the University

believed to be revolutionary were sent there. The personal knowledge
of conditions thus gained has led these women to attempt to change
conditions affecting other women. After the revolution a woman direc-
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tor was appointed for the prison. The government was fortunate not

only in securing a young woman of integrity and intelligence, but one

whose methods are instinctively those which years of practice and

experience have proved to be both humane and wise in the treatment

of prisoners. She brought not only a natural aptitude but a real devo-

tion to her task and is a heartening example of the resources at hand

ready to serve Cuba once a way is found and the needs are faced.

With this must go the story of how the Lyceum, a social and

cultural club for women in Havana, has befriended and supported
her work in the prison through the various political changes which

have taken place during the last year. With each new political regime,
there was danger of her displacement at the women's prison. To fore-

stall this, the women of the Lyceum Club laid the situation before

each new government asking that so good a director be allowed to

remain. Only in this way has the work gone on uninterrupted and

free from political interference. A non-political group of this kind

can be of immense value in interpreting and protecting achievements

which are of use to the community.
As things stand, the system for prevention and repression of crime

in Cuba now lacks systematic organization and a definite social policy.

Personnel specially trained for this function of social defense is

urgently needed. The need is evident for a study of delinquency in all

its aspects, to be carried through by a group of specially qualified

people.
12 Such a body might outline for Cuba plans for an integral

reorganization of its present system and frame a future policy which
the state could follow in its fight against delinquency.

To draw together what has been said of the Cuban social institu-

tions as a whole, the pressing need is to engender better community
and household life, rather than provide institutional catch basins for

human breakdown and wastage. The existing establishments, national

and local, public and private, should be conceived of as parts of a

whole, their service systematized, and plans laid to the end that all

parts of the island will be adequately covered. In Havana an Anglo-
American Community Chest has paved the way for a community
chest for twenty-three private Cuban charities in, the city. The basic

need, however, is to recast and modernize the national and municipal
divisions of sanitation and welfare.

Social institutions have played an important r61e in the develop-
12 In a project for a Cuban criminal code formulated in 1926 the creation of a National

Board for the Prevention and Repression of Delinquency was proposed, to be composed of

judges, lawyers, physicians, arithropologists, teachers and social workers.
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ment of Cuban society; social work should play an adventurous one
in the reconstruction of the new Cuba. The opportunity lies ready to

hand whether we turn to recreation, to housing, or to the other ele-

mentary wants of neighborhood and community life.

4. Community Needs

Among the well-to-do, luxury sports such as golf, tennis and yacht-

ing are highly developed. Jai-alai and baseball have long had a wide

following, and in the latter sport Cuba has produced many first-class

professional players. The Cubans are excellent swimmers, and the

country supports a Central-American Olympic team. Cockfighting is,

properly speaking, a means of gambling and has the passionate sup-

port of many in the absence of more creative diversion.

Some of the most effective work in developing the satisfying use

of leisure time has been done by the Spanish cooperative societies.

Membership in some of the leading societies not only secures the

medical services for which they were founded but, notably in Havana,
affords the use of very handsome large buildings for recreation. In the

Centra Asturiano, for instance, there are not only the elaborate ball-

rooms with their gleaming chandeliers, a restaurant, game and billiard

rooms, but class rooms in which English, drawing, music, sewing,

bookkeeping, stenography and typewriting are taught to members and

their families without extra charge.

More telling, perhaps, than the buildings themselves is what mem-

bership has meant to a family living in two rooms in a tenement in

one of the poorer sections of Havana. The daughters had learned

both sewing and typewriting at their club, and shyly used the English
which they also had learned there. Certificates of their brothers' accom-

plishments at the classes at the quinta were the chief decorations on

their walls. The family's interests seemed to center around their club

and because of it they did not have to live within the limits of their

two rooms.

In speaking of the need for playgrounds and playground directors

in Havana, a Cuban woman told of the children who congregated in

a small park near her house. All day, she said, the children played at

revolution. They lined up and paraded and shot each other with

imaginary guns, dragged off the victims, only to start all over again.

Those children needed some one with them who could bring them

something new and fascinating to play, or to sing, or to dance. With

thought and insight, this spirit to dramatize might well be used for
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the joy and education of Cuban young people who need more than the

American movies and Spanish plays now available.

Such beginnings in the direction of Western sports as the Stadium

under construction at the University, and a model playground

equipped by the Rotary Club at Camagiiey, have a long way to go in

engaging the gaming instinct that, from the capital to the meanest

crossroads, finds expression in cockfighting and the omnipresent sale

of lottery tickets.

Folk arts in Cuba with the exception of some Negro music, are

not developed. At the present time the art schools in Havana and

Santiago are turning out students who have no real chance to make
a living, and yet there are no art teachers as such in the public schools.

Art teachers might help to stir the creative impulse in others through
work in the public schools and social institutions, not with the idea

of making artists so much as making more interesting and adequate
citizens. It is a waste of natural resources not to give the Cuban child

every chance for a full development, and this will not be done unless

the arts are brought within his reach.

Housing
On the low roof of the Municipal Art Museum of Santiago is found

a reproduction of an old street. The wall of the next house has been

made a background for old doorways and house fronts with their

wooden and wrought iron grills, their door knockers and hanging
lanterns and red-tiled eaves. The whole has been worked out with

precision and charm. But the beauty of fine old architecture is not

confined to museums in Cuba. It can be found in the streets of the

early provincial cities as well as in many parts of Havana. There the

new residence development in the suburbs has left many of the old

houses to tenement use. Behind the beauty of the exteriors of these

fine old dwellings where once one family lived, whole families now
crowd into one room.13 On the whole the rooms seem amazingly
clean, considering the difficulties under which cleanliness is attained

the overcrowding, water carried from a central hydrant, and common
toilets in the courts. Approximately $4 a month is paid for small back

rooms, while $20 may procure two or three light, pleasant ones. Rents
seem very high in comparison with wage rates in Cuba. For example,
in some sections of the lower east side in New York, a city where

13 The 1919 census reported an average o 7.6 persons in each house in the interior and of
ir.6 for Havana.
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land values have lifted rents beyond all reason, $4 a month per room
is an average paid against a much higher wage rate than in Havana.

In the country districts the tile-floored Spanish house, with its

inner patio, has not taken extensive root. The typical peasant's house,
or bohio, is thatched with palm leaf; and its walls are made from
the sides of the royal palm. Generally the floor is of dirt, one end

being used for cooking over a charcoal stove. While in its exterior

form the bohio has lines of beauty, and while the thatched roof is

durable and dry, the general condition within these dwellings leaves

much to be desired. They are vividly described by a Cuban govern-
ment official as follows:

"Our picturesque thatched hut, a legacy from the Ciboney Indian, presents
the very image of backwardness and indigence. From the royal palm, so often
acclaimed by our poets for the slenderness of its trunk and the majesty of its

green branches, our peasants hastily construct a roof and walls for their homes
and obtain for themselves the almost savage independence of the nomad who has
no love for the land, who is always ready to pick up his tent at the first turn of

fortune, knowing that he leaves nothing behind him that he fears to lose. Inside

these rustic hovels a few stools, whole perhaps or broken, a few cots and ham-
mocks, outside a barrel of water brought there by a pair of oxen from some

unhealthy stream or pond, or from some surface well that overflows in times of

rain these things make up the comforts of the family. To complete the picture
there are birds of every sort, and dogs and pigs, living in promiscuous intimacy
with the people of the house, and a few children, dirty and unshod, playing on
the dirt floor. Under such conditions of life it is not strange that our country
children suffer from intestinal parasites which drain their vital energy, leave them
an easy prey for countless diseases, and impede their normal growth and

development."
14

What is encouraging in the face of the desperate poverty prevailing

in rural Cuba is that the Cuban country folk in many instances can

rise above their environment when once they can get a footing. An
illustration is a family of sixteen members on the Central Highway
between Sancti Spiritus and Camagiiey. They had moved into their

place only two weeks before and had all the earmarks of settlers on

the American prairies. In this short time flowers had been planted

round the front door and an attempt made to make the house attrac-

tive. The whole family were cheerful and very hopeful of what they

were going to be able to do. As the father expressed it, the land was

so good that they "would be living divinely within a year." He had

three sons who were working in the near-by mill and so some all-

important cash income was assured, and they could help him on the

14 V* M. Peraza, Informe sabre la Labor del Departamento de Propaganda de la Seccion

dc Industna Animal (1928), quoted in Secretaria de Agricultura, Comercio y Trabajo,

Republica de Cuba, Ponencia de la ComisiSn de Colonizacidn y Reparto de Tierras*
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place. They had come from a district close at hand where they had

sold their farm and were renting the thatched house and its surround-

ing acres for $40 a year. They had brought pigs, chickens, oxen, ducks,

cats and dogs with them. While the house was very primitive, the

beds were clean and there was an effective attempt at decent living.

While much remains to be done to improve conditions in the cities,

on the one hand, and in the countrysides on the other, the need in the

small towns is even greater. Here there is neither the charm of the

old Spanish architecture nor the quaintness of the bohio to relieve the

squalor. Sometimes of stucco, sometimes of wood, small houses are

built along streets often scarcely passable for mud. Indoors, in the

poorer districts of the towns, one finds little more than is essential

to life, very little else than rusty iron beds with broken springs and a

primitive stove. Mud floors are frequent and in these small towns

often the family has no garden to fall back on. The people in the rural

areas need instruction to get the most out of their land but these small

town people need even more to learn to utilize small plots of ground.

They live huddled together, getting neither the benefits of city or

country.
Look for a moment at a composite picture of four towns visited

which may be considered a fair cross-section of adverse conditions,

as two of them were in the older settled portions of the island, a third

in the cattle country, with cowboys driving a herd through the streets,

and the fourth, a one-street town, built up from the mud at a railway

junction in the newer cane country to the east. For range, one had

12,000 inhabitants, another 4,000, a third 2,000 and the fourth 500.

Only in the larger communities was there water supply, the smallest

depending on rain water; and neither water nor sewage reached to

the poorer streets anywhere. The one hospital in the largest town,
with a budget for 20 patients, attempted to care for 40 a filthy place,
with beds with broken springs, some of them without mattresses, and
a dirty cage for the insane in transit. There were no hospital facilities

in the other towns; in one, no doctor at all. The schools were less

adequate than in the city districts, the meagerest accommodations

being in the smallest town, its one room open three months in the

year, with fifty children enrolled and sixty-five unprovided for as

shown by a recent canvass.

There was no provision for poor relief in any of the towns. The
smallest town of the group seemed about as miserable a community
as one could find, but on its outskirts was an even more dilapidated
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group of huts made of tin cans and other refuse, sheltering the ulti-

mate poor of the place.

Altogether the resources in these communities were not such as to

develop the oncoming generation nor were there channels through
which outside resources could be brought to bear.

5. A Plan for Residence Houses

The basic issues underlying Cuban problems both industrial and

rural, arise out of land, labor and markets. There is much, however,

that, given leadership, families and communities may achieve for them-

selves out of their own resources and efforts. The part that women
have come to play in Cuban life makes one feel that they might give
initiative to new forms of social service throughout the island. While
the Commission was in Cuba, and pending the launching of any com-

prehensive plans for rural reconstruction by the Cuban government
(such as are set forth in Chapter XVIII), a committee of women was

formed in Havana to carry out a demonstration in bringing health

and social services to bear on home and community conditions. The

project consists of opening twelve residence houses in selected city

neighborhoods, in small towns and in rural districts, a visiting nurse

and a social worker to start in each center after a year's training in

work of this kind in the United States.

The residence house is to include, beside living quarters, at least

one large meeting room, a kitchen and space for a garden and play-

ground. By means of such facilities, it will be possible to hold group

meetings and arrange educational classes, including work in domestic

science. A room might also be provided in which the visiting nurse

could hold consultations.

As this development would involve pioneering, both the nurses

should be trained in public health nursing, sanitation, bedside care,

and the technique of working with families, health officers, clinics,

hospitals, social and recreational agencies. In addition to experience in

visiting nursing in the cities, they should go into the rural and moun-
tain districts where nurses on horseback serve large areas.

The social workers should be trained in the rudiments of case

work, family visiting, club leadership, recreation, home economics,

adult education, etc. They should be in residence in city settlements

to get the range of house activities and the neighborhood approach to

civic problems and they should visit representative pieces of commu-

nity work in rural areas.
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Recommendation was made that in selection of localities for the

residence houses two of the poorest districts of Havana and one in

Santiago de Cuba be included in the initial plan as well as small towns

from 500 to 5,000 in population and rural districts. Two points could

be stressed in the Havana centers.

1. The students of the University, both men and women, could

be drawn into the work with the people of these neighborhoods. They
could lead boys' and girls* clubs, teach classes in adult education and

make first-hand contacts with situations which confront working peo-

ple. Some of the energy which has been aroused during the revolution

and which needs new outlets might become a constructive force in the

community through such a channel. Settlements throughout the world

have engaged students' help and leadership.

2. How well the social and health resources of Havana are meeting
the needs of the people could be studied from these centers. This kind

of first-hand study through the Havana residence centers might well

grow into a larger plan for enlisting volunteers and students to survey
their own city.

The first step in such neighborhood work is an understanding
between the workers and the people of the community in which they
have come to live. Their activities should develop from this base. For

the first few weeks the workers themselves will probably learn a great
deal more from their neighbors than they will be able to teach them.

As the most pressing problems are brought to their door and they

help to meet them, they will begin to get a picture of the community
needs. The man out of work, the family that has no food, the family
that cannot pay its rent, the mother with a sick child, the mother who
is having trouble to manage her children, children who are getting
no education, the grown-ups who want to learn to read and write, the

family with tuberculosis and in need of convalescent care and health

teaching, the crippled child, the feeble-minded and insane, the help-
less old, the young people who are just starting out in life and need

guidance, working people who are up against injustices, all will come

gradually for advice, for treatment and for help. Both the social

worker and the nurse must expect to have every possible human
problem brought to their door for solution as soon as it is known that

they are friendly neighbors and are equipped with special technical

knowledge. In some cases the neighborhood workers themselves will

be able to answer the needs of the people who come to them. In others

they will be able to bring existing community resources to their service,
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seeing that they get the right clinic or hospital care, or are directed

to anything else which the community offers which will fill their

need. In still other cases the nurse and social worker will not be able

to extend the aid that is required for those who come to them, nor

will there be any community resources they can turn to. It is just here

that their creative ability, force of character and intelligence will be

most tested. The question will be, "How can they organize their com-

munity to answer its unmet needs?" Sometimes this may be done

locally; sometimes it will have to be done nationally. Sometimes, per-

haps through private initiative and help; sometimes through the gov-
ernment. Sometimes the creative energy of the people themselves may
help to solve their own problems. It is the neighborhood workers' place
to stimulate and focus action.

It is to be expected that the development in the different centers

may work out variously, depending on the distinctive needs of the

communities and somewhat on the bent of the leaders who are placed
in the district.

Headquarters should be in one of the centers chosen for work in

Havana and the visiting nurse and the social worker best equipped
should supervise the whole project, frequently visiting the other cen-

ters. At the same time this headquarters group must be responsible for

working out a scheme for training new workers so as to be prepared to

staJff the civic centers as they develop. For such training they might
well call on the cooperation of the University and the leading train-

ing schools for nurses but the emphasis should be on field work which

the centers themselves can offer. It will be seen that the conception

of the residence house is not that of a new specialized institution but

a coordinating center.

The visiting nurses and social workers would collaborate with the

Extension Division of the Department of Agriculture, with the hospi-

tals, clinics and physicians, the public officials, social institutions, co-

operative societies, labor unions and clubs. They should not only help
these organizations to serve the needs which are brought to them but

they should interpret those needs to the community so that philan-

thropic institutions and public services may count for more:



CHAPTER VIII

SOCIAL UNREST AND THE LABOR MOVEMENT

A general strike initiated the train of events in August 1933 which

led to the overthrow of the Machado dictatorship. There followed

immediately a country-wide wave of labor unrest such as Cuba had

never before seen, accompanied by aggressive agitation, the extension

of labor organization, and the increasing prominence of Communist

leadership. The strike movement affected not only the cities, but also

the mass of agricultural sugar laborers, involving some 200,000 work-

ers during August and September. At one time in the latter month,

thirty-six sugar mills, representing 30 per cent of the island's produc-

tion, were in the hands of the workers. Unrest continued to smolder

and flare sporadically throughout the year and in March 1934 another

general strike seriously threatened the government of President

Mendieta. This widespread popular discontent clearly indicated the

profound character of the Cuban revolution.

i. The August General Stride

The August strike movement, which was to usher in the revolu-

tion, began with a spontaneous walk-out of Havana bus drivers seek-

ing limited economic ends. By the fifth of the month, however, it had
become a powerful political offensive directed against the dictatorship.
Commerce and industry joined forces with labor. All transportation
was tied up shipping, railroads, street-cars, omnibuses and taxicabs

both in Havana and throughout the island. Newspapers ceased publi-
cation. Factories, shops, department stores, theaters and motion pic-
ture houses were closed. Food deliveries were suspended. Waiters,
bartenders and hotel employees walked out; garbage collectors quit.

Telegraphers and mail carriers voted to strike. Havana took on the

appearance of a beleaguered city. All efforts of the government to

break the movement proved ineffectual. The stoppage, on a scale hith-

erto unprecedented in the island's history, seriously weakened the

prestige of the administration and strengthened fear of intervention,
thus leading to the army's revolt against Machado on August 11.

182
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2. The Stride Wave in the Sugar Mills

With the fall of the Dictator the general strike came to an end,
and the majority of the workers promptly returned to their jobs.

Meanwhile, however, unrest was becoming general throughout the

interior. Students, Communists and some members of the ABC were

reported active in the task of labor organization. Strikes were spread-

ing on the sugar plantations, the workers demanding higher wages,

recognition of their unions and better living conditions. On August 21

the workers seized the first sugar mill at Punta Alegre, in Camagiiey
Province. Within less than a month the number of mills under labor

control was estimated at thirty-six. Soviets were reported to have been

organized at Mabay, Jaronu, Senado, Santa Lucia and other centrales.

At various points mill managers were held prisoners by the workers.

Labor guards were formed, armed with clubs, sticks and a few revol-

vers, a red armband serving as uniform. Workers fraternized with the

soldiers and police. During the first stage of the movement, demon-
strations in Camagiiey and Oriente were often headed by a worker, a

peasant and a soldier. At some of the centrales in Santa Clara/ Cama-

giiey and Oriente Provinces, the workers occupied not only the mills,

but also the company railroad systems, and extended their control to

the sub-ports and the neighboring small towns and agricultural areas.

Relief committees supplied food to the strikers and their families, and

in some cases became subsistence commissions for the whole popula-
tion of the strike area. At various points these committees allocated

parcels of land to be cultivated by the field workers.

The wave of agitation and unrest touched almost all the mills and

sugar zones, extending even to the most remote centrales* At the

western end of the island, in Pinar del Rio Province, the tobacco

workers went on strike; in the eastern province of Oriente the labor-

ers on the coffee plantations stopped work. In the same area the

Bethlehem Steel mines at Daiquiri were closed down and in the hands

of labor; unrest was reported in the manganese mines at Cristo, where

twelve Americans were beseiged. At Antilla a red flag flew from the

top of the City Hall, and in Santiago a Communist demonstration

caused the mayor and the provincial governor to flee their offices.

The strikers included young and old, whites and blacks, natives

and foreigners. At many points the whole working 'population was

drawn into the movement; the mill hands were joined by the field

workers, by the employees in office and company store, even by the
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inspectors and the company guards. The colonos formulated their

own demands. In some centrales the cooks, laundresses, nurses and

other house servants declared a strike and called for higher wages.

Sympathetic support was given by small farmers, and by the mer-

chants in neighboring towns. For a time the whole population seemed

to have assumed an economic offensive.
1

During the latter half of September the strike wave began to

recede, due in part to the concession by numerous centrales of the

workers' principal demands. Many of the managers handled their

labor difficulties with tact and intelligence and showed themselves

ready to meet the workers half-way. At the same time the resistance

of other employers stiffened, and it was alleged that a continuance of

the strikes would bring on United States intervention. The govern-
ment moved to check the unrest which was practically nullifying its

control of large sections of the island. Troops were dispatched to

various centrales> to eject "agitators" and return the mills to the

management. Hundreds of labor leaders were arrested. Communist
demonstrations were broken up at various points in the interior. On
September 29 in Havana troops fired on a Communist manifestation

honoring the ashes of Julio Antonio Mella,
2

the clash resulting in

six dead and twenty-seven wounded* The headquarters of the National

Confederation of Labor were raided, and its furniture and literature

burned in the street. The Grau regime (which began its rule on Sep-
tember 10) was at the same time speeding a program of labor legisla-

tion and organizing the sentiment of nationalism to oppose the radical

drive.

With the beginning of the sugar grinding season and the advent

of the conservative Mendieta government on January 18, 1934, came
a recrudescence of active unrest. During the previous week the Fourth

National Labor Congress, dominated by the Communist-led National

Confederation of Labor, had met in Havana with 3,000 delegates in

attendance; and immediately following, the sugar workers, with dele-

gates from 103 centrales, held their Third National Conference. The
decisive test for the Mendieta regime came in March. On the 5th of

that month Havana tobacco workers, who had been out for several

weeks, protested when the government extended military protection

1 Resolutiones de la III conferencia national de obreros de la industfia azuc&rera, January
15-16, 1934 (Havana, Smdicato Nacional de Obieros de la Industria Azucarera), pp, 31:5-18*
This souice is hereafter cited as Resoluciones*

2 His ashes had just been brought back from Mexico, where he was assassinated in 1929.
C. p. 10.
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to strike breakers engaged in loading cigars on steamers bound for

New York. The dock laborers struck in sympathy, and their move
was supported by telephone employees, newspaper men, truck and
bus drivers, pharmacists, nurses and hospital employees, and finally

by bakery, ice and milk delivery men. This movement, engineered by
the National Confederation of Labor, involved approximately 200,000

workers, and for a time threatened the overthrow of the Mendieta

regime. But the government mobilized its full resources against the

danger, imprisoned many leaders, dissolved the unions, and made full

use of the military. The backbone of the movement was broken, and
this defeat registered a decided check to the "revolutionary ascent"

of the radical drive.

A review of the events of this tumultuous year would not be com-

plete without pointing out the distinction which must be drawn
between the economic demands of labor for the 8-hour day, higher

wages and better conditions, and the influence of the Communist

movement, which sought to capitalize the existing discontent and
channel it into the course of a sweeping revolution, political as well

as economic in character. The existence of both these factors must
be recognized. Given the terrible economic situation of the masses and

the emotional forces whose accumulating strength had been denied

effective outlet by the repression of the Machadato* a social explosion
was inevitable. The Communist labor leaders found a highly inflam-

mable popular temper, ready to burst into flame at the first spark of

agitation. But they themselves admit that in the sugar strikes of

August and September the work of organization "in general trailed

behind the events which the struggle itself developed from day to

day (the seizure of sugar mills, the attempts at creation of Soviets,

the arming of the proletariat)."
3
Despite the previous efforts of the

National Confederation of Labor among the sugar workers,
4

its lead-

ers were obviously unprepared for such a vast upheaval. The official

Resolutions of the Third National Conference of Workers in the

Sugar Industry lament the failure to appreciate "the enormous

transcendence of this movement." 5

Strikes broke, out so rapidly "as to make difficult the sending of

3 Resolution?*, cited, p. 19.
4 Beginning with 1932 the Confederation gave its main attention to the campaign of

organization among the sugar workers. On December 26 and 27 the first National Conference

of Workers in the Sugar Industry was held, with delegates from 32 mills in attendance. This

gathering resulted in the organizaton of the National Syndicate of Workers in the Sugar

Industry.
5 Resolucioncs, cited, p. 19.
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permanent delegates, capable of orienting and directing the move-

ment in each place. Notwithstanding, by means of rapid tours on the

part of these delegates, by instructions to commissions of workers in

the mills and colonias, by correspondence and every other means pos-

sible during the moments that the struggle included the largest

number of strikers, strike committees subject to the SNOIA 6 were

everywhere created as the directing agencies for the struggle in each

place, although at many points these committees, as was to be

expected, were defective and committed errors and mistakes."
7

In contradistinction to the spontaneous character of the sugar strikes

in August and September 1933, the general strike of March 1934 against

the Mendieta government was more definitely a political movement.

In the stoppages which it involved, according to claims of the Com-
munist party, "the proletariat displayed a more profound class con-

sciousness. . . . The Party directed almost all of them, organized
them more carefully and impressed on them the character of political

mass movements, directed not only against the fascist decree-laws and

all reactionary measures, but also against the government of the

counter-revolution."
8

In assessing causes for the unparalleled unrest and agitation which
convulsed Cuba for almost a year, first place must be assigned to the

progressive economic depression which had gripped the island since

1925 and plunged the masses into a state of poverty, distress and mis-

ery which is described elsewhere in this report. The rigid repression
of labor activity during the Machado rule was a second factor of

importance. When Machado came to office in May 1925 he lost no
time in initiating a campaign against the aggressive tendencies of

labor. He promptly suppressed a railroad strike on the ground that

it would injure the sugar crop. The government informed employers
that it would send police into the factories to arrest foreign agitators

6 The National Syndicate of Workers in the Sugar Industry, from the initials of the Spanish
words forming its title.

7 Resoludones, cited, p. 17. The amount of organization effected was amazing in view of

the limited financial resources of the labor movement. But this lack was compensated for to a

degree by the enthusiastic devotion o the organizers. Said one young Communist labor leader:

"The Confederation needed little money because its organizers could ride free on the buses,
most of which were run by comrades, and when they got to a town or central, the comrades
there provided them with food and a place to sleep, and often had to give them a shirt or
trousers. They were so poor they often arrived without a cent." A member of the Student
Left Wing testified: "I was in a certain central for three days during the strike there in
November. I hid in a ruined hut by day, living off sugar cane juice, and only went out at night,
to walk through miles of cane to distribute literature to the comrades.*'

8 Resolucitin sabre la situaci6n actual, $er$pectiva$ y tareas. Resoluci6n sobre organizctddn,
II Congreso del Partido Cornunista de Cuba, Havana, 1934, p. 8. This source is hereafter cited
as Resolucl6n sobre la situation actual.
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who would be deported.
9
Many unions were broken up, and hundreds

of leaders arrested, a large number being deported. Other leaders were

assassinated, among them Alfredo Lopez, a printer, who had been

secretary of the Havana Federation and one of the founders of the

Confederation.10 The National Confederation of Labor and the

Havana Federation were ordered to dissolve, and were thus forced

to work underground.

During the Machado regime the Cuban Federation of Labor, pur-

porting to be a national organization of Right-Wing workers, came
into prominence.

11
It was affiliated through the Pan-American Fed-

eration of Labor with the A. F. of L. in the United States. But the

organization was widely suspected due to the belief that it was sup-

ported by the dictatorship, and it has now entirely disappeared.
12

With the fall of the Dictator, the labor movement again sprang
into such vigorous life as to give externally the impression of a power-
ful and united force. Internally, however, it has been the victim of

confusion and disorganization, the prey of conflicting tendencies, the

scene of shifting change. Cuba's 800 to 1,000 labor organizations,

which are scattered from one end of the island to the other, differ

widely in character and aims, ranging from conservative mutual-

benefit societies to the most advanced types of industrial unions.

Desirable as a neat diagram of their principal alignments would be,

it is impossible to present an orderly picture of a situation which

can most nearly be likened to a patchwork quilt, many of whose

pieces, moreover, are continually shifting position and changing color.

Roughly, however, Cuba's heterogeneous array of labor groups may

9 One employer testified to the Commission: "I did not want the police to come into rny

factory, so I sent the workers to trucks outside; these the police surrounded and the men were

deportedp"
10 Following the fall of Machado, Lopez' body was found buried under a tree on the

slopes of the hill crowned by Atares Castle, a spot where many opponents of the dictatorship

were killed. Diario de la Marina, August 24, 26, 1933- For a review of the early development of

the Cuban labor movement, and a detailed picture of its situation at the time of the first

American occupation, cf. Victor S. Clark "Labor Conditions in Cuba," Bulletin of the Depart-
ment of Labor, No. 41 (July 1902), p. 663-793.

11 On December 31, 1928 it claimed a membership of 40,406, of which n935 were port
and maritime workers, 5,103 sugar workers and 3,907 metal workers. In addition thirty-two
local unions had 15,866 members, among whom industrial workers, carpenters and masons
constituted the largest groups. The Railroad Brotherhood with 12,780 members was independent.
Cf. International Labor Office, Industrial and Labor Information, Vol. 33, p. 146 (February 3,

1930), and Vol. 40, p. 92 (October 19, 1931).
12 After the 1 929 convention of the A. F. of L. had adopted a resolution calling for an

official United States government investigation of conditions in Cuba, the presidents of the

Cuban Federation of Labor and of the Railway Brotherhood, both of which were affiliated with
the Pan-American Federation of Labor, sent messages to William Green stating that Machado
was the workers' friend and was doing his best to better their condition. C American Labor
Year 3oo^ (New York, Rand School Press, 1930), p. 228, 229.
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be said to fall into two main divisions. On the right stand the older

craft unions, often local in character, made up largely of artisans and

dominated by a trade union or diluted anarcho-syndicalist philoso-

phy.
13 On the left are found the newer unions which are attempting

to build mass organizations, and are linked together in the Commu-
nist-led National Confederation of Labor.

Among the Right-Wing workers, the most important group is

that of the Railway Brotherhood, with 15,000 to 20,000 members.

These men are predominantly conservative and, as in the United

States and Mexico, they constitute the aristocracy of organized labor.

This moderate division of Cuban workers includes also many indi-

vidual unions among the tobacco and port workers, retail clerks, and

artisans such as carpenters, masons and barbers. No national organiza-

tion, however, binds these groups together, and they consequently lack

unified force. Provincial federations exist, as in Pinar del Rio ; and in

July 1934 a movement for a national federation "which would not ad-

mit radical tendencies imported from foreign countries" was launched

by a group of Santiago unions. Its program is of interest as evidencing
the ideals of the more conservative wing of Cuban labor. It calls for

the socialization of wealth, and especially of land in so far as this is

necessary to break up large holdings; nationalization of public utili-

ties; profit-sharing on the part of the workers; a minimum wage;
social insurance for old age, accidents, maternity and unemployment;
the right to organize and strike; compulsory arbitration for industrial

disputes; and preference for Cuban over foreign workers.14

In the second main division of Cuban labor, the Left Wing or

radical section, the National Confederation of Labor holds a position
of leadership.

15 When organized in 1925 it claimed to represent

200,000 workers. At the Fourth National Labor Congress, held in

January 1934, delegates of some 200 syndicates and labor associations

comprising 431,000 workers were reported in attendance. Leaders of

the Confederation, however, admit that this total is exaggerated and

13 Among its doctrines the distrust of political activity particularly influenced Cuban leaders.

But the terrorism associated with the anarcho-syndicalist groups of Spain has in general been
absent in the Cuban movement.

14 Diario de la Marina, July 24, 1934.
15 Known as the CNOC, from the initials of its Spanish name. It was born at a national

labor congress in Camagiiey, promoted by leaders of the older Havana Federation of Labor,
For a time the two organizations were closely allied. During the Machado regime, however, the
Confederation came under the control of orthodox Communists, while various leaders of the
Federation inclined toward sympathy with the Trotzky wing, A split finally developed, and
the Trotzky leaders organized the Partido Eolchevlquc Lenmista> affiliated with the Fourth
International. The principal unions controlled by the Federation are those of the retail clerks,
the bakers and the hat makers.
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that 300,000 would probably represent a more exact estimate of its

affiliated forces. Even this figure is undoubtedly excessive; the mem-
bership of most unions fluctuates widely, and the total given on paper
is often several times larger than the number of active members. In

the fall of 1933, however, the Confederation was at the zenith of its

power. It held the leadership of the sugar unions, claiming 100,000

members, wielded extensive influence among the port and tobacco

workers, dominated the textile and transport industries (save the rail-

roads and street-car workers), and controlled many individual unions

in mines and manufacturing plants. But subsequently it has decidedly
lost ground, due not only to the general improvement in the economic

situation and the effects of the nationalist legislation of the Grau

regime, but also to the feeling among many sections of labor that

the Communist leadership of the Confederation has often sacrificed

the possibility of immediate gains in efforts to hasten the coming of

the "revolution." The organization has included within its ranks many
labor groups which do not profess Communist ideas, but align them-

selves with the Confederation for reasons of strategy. Even in unions

nominally considered Communist, only a small fraction may be

composed of members of the party.
A review of the situation in Cuba's basic industries may serve to

give both a more definite idea of the Confederation's strength and
also a clearer picture of labor's present internal struggle. The largest

group allied with the Confederation is the National Syndicate of

Workers in the Sugar Industry, which claimed 100,000 members in

January I934-
16 But since that date many of its unions have been sup-

pressed, while others have become inactive or been transformed into

local or company unions. Some of the unions in the syndicate, more-

over, are controlled by anarchists and Trotzky Communists. Among
the workers in tobacco, Cuba's second industry, the most important
labor organization is the National Federation, of Cigarmakers.

17 This

group has for some years been a battleground for Communist and

non-Communist leaders; the former for a time almost secured con-

trol, but recently the moderate elements have recovered the leading

position in the organization, and it is independent of the Confedera-

tion, In the Santa Clara tobacco unions the same struggle has been in

10 The sugar industry is strategic, not only because it includes the largest group of workers

on the island, but also because its organization into large centroles has scattered industrial

nuclei throughout the agricultural sections of the country,
17 The tobacco workers customarily employ a "reader" who reads aloud to them as they

work newspapers, novels, and sometimes more serious books* They are regarded as among
the most intelligent of Cuban labor.
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progress, with recent shifts favoring the moderates. Among the port

workers of Havana the situation is similarly confused; Communist
elements are numerous and the Bay Federation, which includes the

most important unions, is generally credited with Communist lean-

ings, yet the Confederation has been unable to establish a secure

control of this group.
The transport industry is claimed by the Confederation as one of

its strongest sectors. Among railway workers its direct influence is

confined principally to employees of the Cuba Northern Railroad;

Havana street-car workers have also refused to follow its leadership.

But through the National Syndicate of Transport Workers it has con-

trolled the omnibus lines in Havana and those operating on the routes

converging on the capital.
18 In the rest of the country, however, its

influence is weak and the CNOC Syndicate is opposed by the National

Federation of Chauffeurs, which enlists the taxi-cab drivers in the most

important cities of the country.
The port workers may be cited as an example of the "spotty" dis-

tribution of these conflicting tendencies throughout the island. In

Havana, as has been stated, the Federation of Port Workers is Com-
munist in its sympathies; in Santiago, on the other hand, the port
workers are conservative; in Manzanillo, nearby on the south coast,

the same workers are openly Communist, while in Antilla, on the

northern coast of the same province, they are divided among three

unions, red, pink and "yellow."
19 In Cienfuegos again, they are defi-

nitely anti-red and conservative.
20

For another close-up of the divided state within the ranks of labor,

we may take the railroad workers in Camagiiey. Numbering approxi-

mately 2,ooOj they are split five ways. First, there is the Railroad

Brotherhood, the oldest and most conservative group; second, the

shop-workers' organization, La Union, which is "pink"; third, the

Syndicate of Office Employees, which is radical; fourth, the Associa-

18 On July 30th the Asociadon de proprietarios de omnibus aliados announced that eleven
routes in Havana were withdrawing from the CNOC transport syndicate, thus weakening the
control of the Confederation in that field. The alleged reason for the move was the excessive
number of strikes which had been called by the syndicate. Cf. Diario de la Marina, July 31,
1934-

19
I.e., radical, liberal and moderate.

20 The president of the Maritime Federation there stated in an interview: *'A delegation of
reds came here last year telling us that our plan of organization was out of date and we
should organize along new lines. We should come over to them and learn. But I told them
that I had had twenty-four years' experience and they were just starting, and so they had
better come over and take lessons from us. They wanted to break into our unions, but we
kept them out. We have not had a strike since 1908. When we want anything, we go direct
to the employers and talk things over/*
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tion of Office Employees, which is Right-Wing; and finally, there is

the Federation of United Workers, made up chiefly of Spaniards, and

organized as a counter-group to the Brotherhood, whose leaders are

Cubans and favorable to the 50 per cent law.

3. The National Confederation of Labor

Amid the confusion and strife which characterize Cuban labor

today, the National Confederation of Labor stands out as the most

powerful and aggressive group, and as the only organization really

national in scope. It accordingly calls for some special attention. The
new constitution of the Confederation, approved at the January 1934
Labor Congress, is drawn to place labor organization on an industrial

rather than a craft basis. The fundamental unit is the factory section.

This is composed of all the union members working in any one fac-

tory, shop, sugar mill, plantation or other unit. Assembled in the shop

meeting, they constitute the supreme organism of the section and
name the executive committee.

These factory sections are the units in two types of organization.

Vertically, they are to be linked together in national industrial syndi-

cates, one for each of twenty-seven major industries. To date fully

organized national syndicates exist only among the sugar and transport
workers. The same type of grouping has also been initiated among the

printers, the needle and the textile workers, employees of food fac-

tories, the clerks and the teachers. Among other national syndicates

whose organization still remains on paper are those for the railroads,

the port and maritime workers, the agricultural workers (outside of

sugar and tobacco), the miners, the metal trades, construction workers

and domestic servants.

Horizontally, the factory sections are to be grouped on a territorial

basis into Regional Labor Federations, comprising all the labor organi-
zations in a city and its surrounding agricultural area. Although the

new constitution calls for the establishment of fifty-one of these federa-

tions, active organizations at present are limited to Havana, Man-
zanillo and Santiago, where federations have existed for some time,

and to the newly formed federations at Santa Clara, Cienfuegos,

Camajuani, Camagiiey, Holguin and Guantanamo,
The supreme authority in the CNOC is the National Congress,

composed of delegates representing the national industrial syndicates,

regional federations, local and regional syndicates, factory sections,
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and "revolutionary oppositions," It appoints a Confederated Executive

Committee of forty-one members, which in turn may delegate active

executive functions to its Bureau (constituted of members resident in

Havana) or a smaller executive board. The Confederation has the

following officers: Secretary-General, Secretary of Finance, Secretary

of Education and Propaganda, Secretary of Minutes and Correspond-

ence, Secretary for Youth, Secretary for Women Workers, and Secre-

tary for Negroes.
To extend the membership and effective influence of the CNOC,

two types of agencies are employed: "revolutionary oppositions/' and

"united front organs." In unions not affiliated with the CNOC, which

may be under "reformist" or company control, "revolutionary opposi-

tions" are to be formed, composed of those CNOC partisans who are

members of these unions. The "oppositions" are to bore from within,

seek to capture these unions and to align them with the Confedera-

tion.
21 The "united front," to be built not from the top down but

from the bottom up (and the distinction is important in labor tac-

tics), does not signify a union with the leaders of non-radical labor

groups, but rather united action with the mass of workers in any

factory or industry, whether organized or unorganized and whatever

their economic or political views. This action is designed to secure

certain specific demands, the theory being that the confidence of the

masses of workers can only be gained by rendering effective aid

toward the achievement of practical objectives. Factory committees,

charged with the daily defense of the workers* interests, campaign
committees organized to prepare for a specific struggle, strike com-

mittees, strike pickets, and relief committees represent varying types
of these united front agencies.

22

The program of the Confederation is based on the Marxist doctrines

that a fundamental antagonism exists between the owning and the

laboring classes, and that the latter must struggle to secure control

of the means of production, and through the dictatorship of the prole-
tariat establish a socialist state. The Confederation maintains the prin-

ciple of the class struggle and states in its Declaration of Principles that

the organization strives "for the Immediate Demands of the proletariat,

21
"Oppositions" already functioning include the "Pro-Unity Group" in the Railroad Brother-

hood, the "Pro CNOC Policy Group** in the clerks
1

union, which acquired a certain degree of
influence during the Woolworth strike, the "Tramway Labor Union" among the street-car

workers, and the "Gastronomic Union" among the cooks, waiters and bartenders.
22 For text of constitution and detailed information on the organization of the National

Confederation of Labor, cL Resoluciones y acuerdos sobrc la estructura orgdnica de la CNOC,
IV Congreso Nacional Obrero de Unidad Sindical (Havana 1934).
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both industrial and agricultural, which tend to its material, social and
cultural betterment; it establishes an alliance during the struggle with
the peasantry, the needy masses of the cities and the oppressed Negro
nationality; it struggles against imperialist wars and colonial oppres-
sion and proposes as the Final Objective of the struggle the revolu-

tionary overturn of the bourgeois-feudal-imperialist regime, in order

to emancipate the oppressed people and proletariat of Cuba as a class

internatipnally exploited." The CNOC is affiliated with the Latin-

American Syndical Confederation, whose headquarters are at Monte-

video, and adheres "in principle" to the Third International. It is to

"maintain close fraternal relations" and send delegates to the con-

gresses of the revolutionary labor movements in all countries, but

especially to those of the Trade Union Unity League of the United
States.

23

The type of immediate gains sought for labor by the CNOC and its

subsidiary unions may be illustrated by demands elaborated by the

Third National Conference of Workers in the Sugar Industry. These

included the 8-hour day for agricultural as well as mill workers, a

minimum wage of $i a day for all types of labor, payment by fixed

wages rather than by piece work and in cash instead of tickets or

vales, double pay for extra work and immediate payment of all back

wages. Other demands related to services desired by the workers, such

as free house, light and water throughout the year for both employed
and unemployed, services of a physician, infirmary and hospital, with

special facilities for maternity cases, schools and free school breakfasts

for the children. The monopoly of the company stores was to be

ended. In addition labor organization was to be forwarded by recog-

nition of the union, union control of hiring and firing, guarantee of

the rights to organize and to strike and of free press and assembly,
and immediate withdrawal of the Rural Guard from the mills, planta-

tions and cane villages.
24

Linked with the attainment of these immediate demands may be

the seizure of sugar mills, for which instructions read as follows:

"The seizure of sugar mills by the workers should not be limited to

the occupation of the factories in order
fi

to safeguard and care for

23 CL ibid,, p. 103-115. In the United States the Trade Union Unity League represents the

"Stalinist" group, headed by William Z. Foster,
24 Cf. Rcsolucionef, cited, p. 5, 6. Among these demands, first place is given to the 8-hour

day, since this gain was interpreted as signifying not only an enormous improvement in the

condition of those at work, but also promising to give employment to 100,000 additional

laborers, thus relieving unemployment and furnishing an effective weapon against the propa-

ganda for an 80 per cent law.
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them'; this act is a revolutionary measure, and should be accorded its

true content. A. It should be accompanied by the seizure of lands

to be distributed among the unemployed and the agricultural workers,

who are condemned to the most terrible misery by the prolongation
of the strike. B. Action should be taken to confiscate the sugar and

everything else in the mill and in the commercial department which

might serve to relieve and maintain the strikers and their families,

without destroying either partially or totally the factory or the technical

bases for production/'
25

The economic struggle for concrete and immediate demands of

the workers is to be linked to larger political questions. Strikes are to

be used as a means for mobilizing and incorporating into the revolu-

tionary labor movement the broad working masses. The latter must

be shown "the necessity of waging decisive battles for power, and how
to link each movement with the general struggle, orienting the move-

ment in its entirety toward those more elevated objectives.
5 ' The whole

campaign must be directed toward the "liberation of the working
class," through the agrarian and anti-imperialist revolution, and the

establishment of the workers' and peasants' government.
26

The program of the CNOC calls for special attention to four

groups: the unemployed, the Negroes, women workers and youth.
It is recognized that, save for certain sporadic demonstrations and

hunger marches, work among the unemployed has been neglected.

According to the program outlined, syndical sections must be organ-
ized among them, whose members shall have the same rights and
duties as members of other unions, but shall be exempt from the pay-
ment of dues. Both immediate relief and unemployment insurance are

declared*to be needed. For the agricultural workers, small plots should

be made available rent-free, with seed and tools furnished by em-

ployers and the municipalities.
27

Negroes may belong to all constituent unions of the CNOC with
the same rights and duties as whites, "but to defend their specific
interests as workers of an oppressed nationality, and with the end of

facilitating their organization,"
28

special Negro departments are to

be organized. It is demanded that they be granted equality in wages
and working conditions, that all discrimination and segregation be

25 I&zd. r p. 30. The relative absence of damage to the centrales while in the hands of the
workers during the fall o 1933 is a tribute both to the discipline of labor and the skill and
tact of the managers.

28 Resoluciones y acuerdos, cited, p. 18; and Resoluciones, cited, p. 7.
27 Cf. Resoluciones y acuerdos, cited, p. 59-61; and Resoluciones, cited, p. 6.
28 Resoluciones y acuerdos; cited, p. 113; also p. 69-75.
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ended, and the principle established that in hiring groups of workers
at least one-half must be Negroes.

Women, it is demanded, must be given a larger place in labor

organization and elected to important offices. Despite the fact that

women's unions among the tobacco strippers and the needle workers
have played an active and effective part in strikes, labor in general,
the Confederation alleges, has accorded women only a subordinate

status. The cigar-makers* union, a "reformist" organization, is cited

as permitting the organization of the women tobacco strippers only on
condition that they accept a male adviser.

29
Youth, it is stated, has been

similarly neglected, although in the textile industry, for example,

young workers are in the majority. The 1925 Labor Congress is criti-

cized for its silence concerning the status of the apprentice and the

general condition of the younger element in the workers' ranks. The
demand is made that this situation be ended, and youth departments

organized in the factory sections with activities specially designed to

attract the young workers.30

4. The Strength of Communism

Reference has already been made to Communist influence in the

National Confederation of Labor. A resolution approved by the last

congress of the Confederation assigned to the Communists entire

credit for the reconstruction of the organization when they asstimed

its leadership during the Machado repression and argued that no

attempt must be made to conceal "the close relationship with the

Communist party."
31 The two have practically an interlocking direc-

torate, and Communist influence is evident both in much of the

literature and in the actual policies of the Confederation.

But what is the status of the party itself? Communist influence

entered Cuba shorty after the Russian revolution, and in 1920 a labor

congress in Havana sent "a fraternal greeting to the Socialist Soviet

Republic." But not until 1925 was the Cuban Communist party or-

ganized, Julio Antonio Mella being its first secretary. During succeed-

ing years its growth was slow and in 1929 its ranks were still limited

to a few hundred members, resident in Havana and in the interior

towns of Cardenas, Cienfuegos and Manzanillo. Although predomin-

antly composed of workers, its members were in great part foreigners,

id., pp. 77 78, 98.
80

Ibid., pp. 28-35, 97, 98.
81 /&., p. 100.
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and were located in the light industries rather than in the fundamental

sectors of Cuban economic life.

Dating, however, from the end of 1931, the party decisively shifted

its policy and in an attempt to enlist mass support initiated a sys-

tematic endeavor to penetrate the basic divisions of the working

class, particularly the sugar workers. From the 1932 zajra on, these

efforts began to show results. The membership increased, it is claimed,

from some 350 to 3,000 at the beginning of 1933 and to more than

6,000 in April 1934. Other gains accompanied this advance. The

party extended its organization to the whole country, establishing

groups in the principal centers of all the provinces except Pinar del

Rio. It penetrated into the basic industries of the island sugar,

tobacco and urban transport and to a lesser degree among the rail-

road, port and telephone workers. Its internal organization was recon-

structed, cells organized by factories or plantations being substituted

for those organized by crafts or syndicates. It "purified" its files by

expelling the opposition wing, supporting Trotzky policies. It created

the Juvenile Communist League claiming several thousand members.

It maintained and re-enforced its control of the Confederation of

Labor, organized and extended the SNOIA, and other national indus-

trial syndicates, and organized the Cuban branches of the Anti-Im-

perialist League and of International Labor Defense.32

Allied with the party are several subsidiary organizations. The
Student Left Wing has a branch in the national University with about

300 members, and is also reported to have enlisted a large proportion
of the students in the Havana Institute, the Havana Normal School,
the two technical schools at Rancho Boyeros, and in several of the

provincial Institutes and Normal Schools. The Juvenile Communist

League claims 3,500 members ranging in age from 16 to i8.
33

It is

organized by sections in factories, shops, stores, schools and also by
geographical groups. Its members are entrusted with the responsibility
for teaching Marxism to the League of Pioneers, an embryo move-
ment for children in the primary schools. The Radical Women's
Union forms the feminist wing of the Communist movement. The
Anti-Imperialist League, with an estimated membership of 5,000, links

with party members and sympathizers "bourgeois" elements who are

opposed to imperialism. The International Labor Defense has respon-
sibility for defending by legal aid, delegations to the authorities, street

82 Resoluci6n sobre la situation actualr cited, pp. 9, 10, 22-24.
38 Cf. fuventud Comunista (Havana), July-August 1934, p. 19.
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demonstrations and general propaganda, comrades who have been

arrested, imprisoned or are in other difficulties. International Workers'

Relief functions to raise funds for strikers.
34

The Second Congress of the party, held in April 1934, pointed out

that despite the advances achieved growth in membership had not

measured up to the great possibilities presented by the strike move-
ment of 1933-1934. Many of the gains registered had been only

temporary in character. In Oriente Province, where 1,300 members
are listed, the workers at various sugar mills entered the party en

masse, 300 new members being added at one central alone. But a few

months afterward these hundreds of members had "evaporated," and

only dozens were left. In Camagiiey Province, after a marked increase

in membership following the sugar strikes, a decline ensued leaving
in almost all the large mills only isolated members instead of func-

tioning cells. In Santa Clara Province, despite the growth during the

1932 sugar harvest, the permanent membership has remained station-

ary. On the island's railroads the party claims some 250 members, but

they are so scattered that only one or two cells maintain an active

life.

At its second congress the party outlined an aggressive program
for the future, directed toward securing the adherence of the majority
of the working class. The labor unions are considered as essential

instruments in achieving this end; they are to function as "transmis-

sion belts" to carry over Communist ideas and policies to the masses.

Control of union activities is to be exercised through "fractions," made

up of the party members in each syndicate and federation. These

fractions are to direct union policy not by monopolizing official posts,

but rather through the influence which skill, intelligence and devotion

to the workers
9

welfare may win them,35 Special attention must be

given to the workers in the strategic industries sugar, tobacco, rail-

roads, ports, gas, electricity, telegraphs and telephones.

The program also calls for attention to other groups. Among the

peasants, where the party has little strength, the struggle for the

seizure and distribution of the large land holdings should be carried

34 The Communists have also cooperated in the organization of a Committee for the Rights
of the Negro, which investigated the Trinidad riots. Cf. pp. 32, 34,

85 For a discussion of the theoretical role of these fractions in union activities, cf , Lof

partidos comunistas de Am&ica del sur yc del caribe y el movimiento revolucionano (Barcelona,
Publicaciones "Edeya," Apartado 1149)9 PP 51-59- to Cuba it is admitted that, the work
of these fractions is embryonic; "they either do not exist at all or they do not function regu-

larly." Resolution sabre la situacion actual, cited, p. 29.
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forward. The unemployed must be mobilized; and propaganda
carried on in the army, navy and police.

36 The Negro masses should

be drawn into the struggle and organized to demand economic,, politi-

cal and social equality, and the right of self-determination in the black

belt of Oriente Province.
37 The party also declares itself ready to enter

the political campaign for the elections to the Constitutional Conven-

tion, using this activity to forward its propaganda and convince the

masses that the only solution for Cuba's problems is the "agrarian

and anti-imperialist revolution.'*
38

To what extent Communism will be able to carry out this program

depends on two main factors: the internal strength of the movement,

and the social and economic situation in which it operates. The party

has been generally fortunate in its leaders, who have in many cases

been men of intelligence, magnetism and integrity. It has won the

support of some of Cuba's outstanding intellectuals, and of a growing

group of younger teachers, writers and professional people. Many of

of its members belong in that small minority of Cubans who have a

real "religion/' in the sense of an absorbing devotion which orients

their whole life activity. This makes for a unity and an assurance

which stand out in a society confused and disorganized, where almost

every group is riven by schisms of personal ambition. "The small

band of Communists/' one shrewd journalist testified, "is the only

group in the country with discipline, unity and energy." But this spirit

of confident dogmatism may represent a handicap as well as an asset.

Its tendency to develop a sectarian attitude, disdainful of other points

of view, has probably been an important factor in the decline of

36 For details of these activities, cf. ]iwentud Comunista, cited, pp. 27-29.
37 Cf. Resolution sobre la situation actual, cited* p. 19. Concrete struggles are recom-

mended for the right of the Negroes "to occupy any job in factories, offices or stores, to be

members of the quintas, to be admitted to all hotels, theatres, moving picture houses, parks,

38 This has as its purpose "the national liberation of Cuba from the imperialist and

agrarian yoke," and will signify cancellation of the foreign debt, confiscation and nationalization

o all agencies o economic control now in foreign hands (corporations, railroads, mines, sugar

mills, banks, etc,)> confiscation and nationalization of the large landholdmgs for distribution

among the peasants, agricultural workers and soldiers, and reduction of taxes for the peasants

and small bourgeoisie. Through this agrarian and anti-imperialist revolution, it is alleged, the

proletariat will secure the cooperation of the peasants and the small urban bourgeoisie, without

whose aid it would be impossible for the proletariat alone to overthrow the power of imperial-

ism, the landlords and the large bourgeoisie. The revolution will establish, not the socialist

dictatorship of the proletariat, but the "revolutionary and democratic dictatorship of the

proletariat and the peasants," which will exercise its power through a system of Soviets. The
final step, according to the program, will be for the proletariat, with the support of the poor

peasants and "semi-proletarian elements," to transform this revolution into full-blown socialism,

neutralizing the small bourgeoisie and destroying the resistance of the large bourgeoisie. (Cf.

J. A. Guerra, "Trotzkismo es Contra-revolucion," Masaf (Havana), June 1934-)
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Communist influence among labor groups during the last few
months.39

The larger influence of the Communist movement, however, has

been exercised not so much through the few thousand members who
accept the party's rigid discipline, as through the hundreds of thou-

sands who sympathize more or less clearly with Communist ideas and
aims. These have welcomed communism as a redeeming force which

might lead them out of the wilderness of poverty and distress which
Cuba had become.

Should the sugar industry experience a relative revival of prosperity,
should a program of agricultural reconstruction result in the return

of the land to the people and relieve to a considerable degree the

burden of unemployment, the interest of these sympathizers would

inevitably cool and the influence of the Communists be sharply cur-

tailed. The statement repeated by scores of informants to the Com-
mission has a certain truth: "There is no communism in Cuba, only

hunger."
Cuba's international position is also a serious obstacle to the large-

scale success of communism. Dependent as the island is on the United

States for its principal market, it is difficult to conceive the triumph of

communism in Cuba as long as the United States retains the capitalist

system. The Trotzky supporters in Cuba admit the strength of this

thesis, but it is resolutely rejected by the orthodox "Stalinites," who

deny that the revolution in the island must wait until a similar revo-

lution has swept the United States*
40 The arguments of the latter are

more ingenious than convincing, and offer small hope that the leaders

of a possible Communist Cuba could escape, more successfully than

those of other regimes, the baffling limitations placed on the develop-

39 The party frankly admits the presence o sectarian tendencies. "The opinion that the

Party should be a closed rather than a mass organization has become a very dangerous mani-

festation, acquiring particular gravity in certain places like Cascorro, for example, where sec-

tarianism has found its expression in the 'theory* that 'the fewer members the Party has, the

better it works,' or in Coliseo, Matanzas Province, where the comrades say that
'to^work

well

the Party should not have more than thirty members in a place.*
"

Cf. Resolution sobre la

sttuacion actual, cited, p. 25.
40 According to their thesis, the Cuban revolution could count on the support of the

"workers and peasants" in the whole American continent, including the United States. The
influence of Japanese and British imperialism, the leading rivals of American imperialism,
would be thrown against United States intervention in the island. It is argued, moreover, that

the United States might be appeased by Cuba's grant of certain concessions to American

nationals. In the event of a possible economic blockade from the outside, Cuban internal

economy could be strengthened bv increasing production of certain essential food articles, such

as rice, potatoes and beans. Furthermore, the stimulation of trade with the Soviet Union would

permit the exchange of sugar for wheat, petroleum, machinery and other products. (Cf, ibid.,

pp. 14, 15.)
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ment of domestic policies by the island's intimate relation to its more

powerful northern neighbor.
In short, the conditioning influences, both national and interna-

tional, which surround Cuban communism suggest that it may be-

come a major factor only if the forces of nationalism and capitalism

permit the Cuban masses to fall into a state of desperation similar to

that prevailing before the fall of Machado. Even then its role might be

limited chiefly to destruction. It could bring Cuba to chaos but, lack-

ing the independence of relative isolation which communism has

enjoyed in Russia, it would have neither time nor opportunity to enter

on a constructive phase.



CHAPTER IX

THE GOVERNMENT AND THE LABOR QUESTION

i. Attempts to Crush Unrest

During the first weeks following the fall of Machado, the struggle
of the workers to better their lot met with general sympathy. Official

circles in both the Cespedes administration and the Grau regime
looked with apparent favor on the efforts of labor. But the rapid spread
of the strike movement, the aggressive actions of the workers, the

growing influence of the Communists, and the implied threats to

foreign lives and property awakened apprehension. This apprehension,

joined with the increasing resistance of the sugar companies and other

employers, led to a change in the attitude of the Cuban authorities,

who moved to check the mounting wave of discontent.

In addition to the direct repression mentioned in the preceding

chapter, legislation was brought into play to smother unrest. The Grau

government issued a decree on November 7, 1933 on labor organiza-
tion

i which guaranteed the right to organize to workers of all types

except government employees, the army and police but prohibited
strikes without prior submission of demands to a government systenj,

of arbitral boards whose decisions were binding in character.
2 All

unions were required to register in the Ministry of Labor 3 and those

failing to do so might be dissolved; delegates of the Ministry were also

given the right to attend union meetings. All union officials were re-

quired to be Cuban citizens.
4

1 Gaceta Oficial, November 13, 1933, Decree No. 2605.
2 Under this legislation strikes were only permissible apparently when the arbitral boards

had ruled against the employers, or when they were called in "support of legitimate strikes

decreed by other syndicates.*'
8 Established on October 13, 1933 (Gaceta Oficial, October 16", 1933, Decree No. 2142).

Decree No. 2355 (Gaceta Ofirial, October 36, 1933) subsequently defined the jurisdiction o

the new department.
*

4 Cuba's most important previous attempt at the regulation of industrial disputes is repre-
sented by the law of June 9, 1924, .which established Commissions of Understanding (Comi-
sionef dc Inteligencia) with general jurisdiction over all questions relating to port and
maritime workers, including labor contracts, wages, hours and strikes, LegislactSn social de
America Latina, Vol. II (Geneva, International Labor Office, 1929, p. 139-146). These Com-
missions, located in all the active ports of the country, were composed of an equal number
of representatives of the employers and workers, and presided over by a local judge. In case

2OI
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Under the Mendieta government the provisions of the Grau legis-

lation were extended in the famous Decree No. 3, issued on February

6, 1934^ This law, while reaffirming the rights of organization and

strike, provided that strikes could be called only after a compulsory

waiting period, and ordered that none be declared before at least

eight days' notice had been given to the Ministry of Labor. With this

notice should go an account of the strikers' demands and the support-

ing arguments. Disputes had to be submitted to Commissions of Social

Cooperation. Immediately on receipt of notice of a projected strike,

the Secretary of Labor was to appoint a Local Commission of Social

Cooperation, headed by an official of the Ministry and composed of

three representatives each of the workers and the employers. This

Commission was required to announce its decision within seven work-

ing days (Article 2).

Should one of the parties be dissatisfied with the decision, an

appeal could be taken to a National Commission on Social Coopera-

tion, presided over by the Secretary of Labor, and composed, in addi-

tion to the representatives of the workers and employers, of a group
of technical advisers appointed respectively by the Secretaries of the

Interior, Commerce and Industry, and Labor. This Commission was
also required to present its decision within seven working days, the

term to be extended only when absolutely necessary and when ap-

proved by a majority of its members. Its decisions were not mandatory
on the interested parties. The latter were free to resort to a strike or

other concerted action, if such a step were approved by a majority of

the individuals concerned, except in cases where the demands had
been satisfied, or had been declared illegitimate by the Commission

(Article 3).

The law also placed limitations on the exercise of sympathetic

strikes, forbidding propaganda to impede work or foment strikes out-

side the limits of the labor sector affected by some demand,, and pro-
hibited general strikes endangering the public welfare by lack of

light, water, telephones, telegraphs, medical service, pharmacies, fire

protection and transport. Employees in these branches were forbidden
to suspend activities (Articles 4, 6, 7 and 8). Where strikes occurred

of any difference between workers and employers, the local Commission was to investigate and
recommend a solution. Should a strike be threatened, the Commission was to invite the parties
to continue work while an investigation proceeded. If this invitation were rejected, a state of
strike could be declared. But when the Commission had definitely approved a solution of the

conflict, its decision was binding in character.
5 Gaccta Oficial, Edicion Extraordinaria, No. 12, February 6, 1934. Decree No. 8 of Feb-

ruary 12 (Gaceta Oficial, February 13, 1934) introduced slight modifications to the law.
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in contravention of the terms of the decree, the state promised to

protect the conduct of the work which had been interrupted; in other

cases the action of the state would not be employed to break the strike

(Article 8). Any organization, either of employers or employees which
violated the law could be declared illegal and dissolved, while severe

penalties were also provided for individual leaders guilty of infrac-

tions. All strikes then in process should remain in suspense (quedardn
en suspense} and the demands should be submitted to the Ministry of

Labor.6

Decree No. 3, however, was soon threatened with nullification by
another wave of strikes, and the government retaliated with even more
severe measures. On March 6 President Mendieta promulgated a Law
of National Defense,

7
designating as common criminals (reos de

delito) all those who advocated governmental change by illegal means
or issued other subversive propaganda, and those who violated the laws

regulating strikes, engaged in progressive sympathetic strikes (huclga
escalonada y progresivd), or presented new demands to an employer
within the six months immediately following a strike. Offenders

against the decree were to be tried summarily by a special Tribunal of

National Defense, empowered to impose maximum penalties of two

years' imprisonment or a fine of $5,000, or both. A companion decree

of the same date 8 authorized the deportation of all foreigners who
advocated change in Cuba's form of government, interfered with "the

right of freedom of work of employers or laborers,'* or otherwise

violated the laws of the country. Three days later Decree No. 63
threatened all unions refusing to suspend strikes within twenty-four
hours not only with dissolution (as provided in Decree No. 3) but

with the voiding of all agreements with employers.
9 On March 15

President Mendieta issued another decree, which declared that no
officials of unions dissolved because of their violations of Decrees No.

6 The law did not expressly require that a strike be delayed until conciliation or arbitration

had been completed, but only until the 8-day waiting period was ended. Strikes were considered

illegal, however, if declaied after the National Commission on Social Cooperation had satisfied

the demands in question or had declared them illegitimate (Article 3)* Moreover, if strikes

were declared before the demands had been submitted to and resolved by the machinery estab-

lished in the law, the state promised to protect the conduct o the work which had been

interrupted (Article 8). Although the Ministry of Labor finally interpreted the decree as

forbidding strikes until conciliation is ended, ambiguity concerning the exact limitations

placed on the right to strike has proved to be a serious defect of this law. For an illustration

of this point, cf. p. 207.
7 Gaceta Oficial, Edition Extraordinaria, No. 22, March 6, 1934, Decree-Law No. 51.
8
Ibid., Decree-Law No. 52.

9
Ibid*, EdiciSn Extraordinairia, No. 28, March 9, 1934. On the same date Decree No. 65

(ibid., March 10, 1934) forbade government employees to form unions of an aggressive char-

acter, or to take collective action to abandon their jobs.
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3 and 51 could hold similar positions or be elected as delegates of new
unions formed to take the place of the old. This prohibition was to

be effective for two years.
10

All the above legislation was of emergency character and drawn
to meet a particular situation. The ideas underlying it, however, still

have currency in Cuba, and the purpose to give them permanent

application remains. A recent draft project, elaborated by the Min-

istry of Labor on the basis of recommendations presented by a repre-

sentative of the International Labor Office, prohibits strikes until

after investigation and conciliation by government-supervised boards.

If conciliation succeeds, the agreement achieved is binding in char-

acter. If it fails, the dispute is submitted to a provincial Arbitration

Tribunal, composed of three members, named respectively by the

employers
5

associations, labor associations, and the President of the

Republic on the nomination of the Ministry of Labor. It is not pre-

scribed that the government representative be a judge. Arbitration is

obligatory in all disputes relating to public services railroads, trans-

port in general, maritime and port work, light and power, telephones,

telegraphs and water service; and by presidential decree compulsory
arbitration may be extended to other activities. A strike is lawful only
when all conciliatory processes have been exhausted and the dispute
has not been submitted to arbitration. Moreover, it can be authorized

only by a vote, supervised by a functionary of the Ministry of Labor,
in which 65 per cent of the workers employed approve the strike.

The proposed law also sets up labor courts whose jurisdiction will

include infractions of the above provisions, other social legislation,

and private labor contracts.

Whatever may be the theoretical advantages of legislative regula-
tion of industrial disputes and the right to strike, experience suggests
that marked limits exist to the utility or value of regulations going to

extremes which have been attempted in Cuba. In the first place, the

history of the past year has clearly shown their ineffectiveness. The
Mendieta Decree No. 3 was flouted by a widespread strike movement
in March, and as a result the more stringent legislation already men-
tioned was passed. Yet with all the added penalties and prohibitions,
strikes and disturbances have continued. The month of July witnessed
a strike movement in Havana including newspaper men, omnibus

employees, factory operatives and telephone workers. On August n
government telegraphers and postal employees walked out, in open

10 Gaceta Oficial, March 19, 1934, Decree-Law No. 82.
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violation of the whole array of anti-strike penalties. The government
first arrested the leaders and threatened other penalties* But when
these measures proved fruitless and the strike had tied up mail and

telegraph service for almost three weeks, the authorities entered into

a compromise settlement with the strikers.

The government's failures to enforce regulation of labor conflicts

have severely injured its prestige. Its resources have proved inadequate
for such a task. The absence of any effective civil service system makes
the great body of public functionaries political appointees, thus prac-

tically preventing the creation of a body of trained conciliators. But
more fundamental than this, labor has no general confidence in the

capacity and impartiality of the state. Political considerations are com-

monly believed to dominate its policies in industrial disputes. The

experience of the past year affords considerable ground for this argu-
ment. Although it was charged in the Havana telephone strike that

the union had violated both Decrees 3 and 51, the government took

no action.
11 In this strike no group concerned the company, the

strikers, or the workers who stayed on the job was satisfied with

the role played by the state. In other disputes government action was
weakened by vacillation. Six weeks after its zealous action in pro-

mulgating Decrees 3 and 51, the government proclaimed a general

amnesty for all crimes and misdemeanors committed against these

laws.
12

In the second place, this policy has injured labor by providing no
effective alternative for the loss suffered by the limitation of its most

valuable weapon the right to strike. In a country of colonial economy
like Cuba, where capital, largely foreign in character, is more effec-

tively organized than labor, a strong and aggressive labor movement
is essential if the masses of the people are to receive an adequate share

of the wealth produced. But with severe restrictions on the right to

strike, labor's hands are tied. Arbitral tribunals, it is true, have been

set up on paper in connection with the Ministry of Labor. But this

Ministry has been handicapped by its newness and by chronic dis-

organization.
13

Although provincial labor offices have been established

11 This was generally ascribed to the fact that many telephone employees were supporters of

the ABC, whose representatives were then in the Cabinet. Subsequently the ABC declared that

it had resolved the problem in favor of the workers, and could not have done more "because

the workers and employees of one and the other group [i.e., the strikers and those who remained
at work] were equally in major part members of the ABC.** "El ABC y los obreros de Cuba,*'
Diario dc la Marina, July 26, 1934.

12 Gaceta Oficial, April 17, 1934, Decree No. 145.
18 Since its creation in October 1933 it has been headed by eight different Ministers.
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in the interior, their usefulness has been restricted by inadequate finan-

cial support and limited authority. Decision on important matters is

reserved to Havana, resulting in costly and irritating delays. Despite

the best efforts of many officials, the machinery for both investigation

and settlement of disputes has too often failed to function.

A recent strike of the retail clerks in Santiago illustrates the diffi-

culties encountered in the application of Decree No. 3 and the ease

with which the government machinery provided therein breaks down.

On May 15, 1934 the General Syndicate of Commercial Employees,
a union of 500 retail clerks, gave notice to the provincial labor office

in Santiago of the demands for higher wages and other matters it

was presenting to the merchants of the city. In accordance with the

law the Ministry named one of its officials to preside over a local Com-
mission of Social Cooperation, and invited both workers and employ-
ers to name three delegates for a meeting on May 31. The clerks'

union complied with the request, but the employers failed to name
their representatives and instead attended the meeting en masse, to

the number of approximately 125 persons. Although organized in two
associations the Asociacion de Comerciantes and the Union de Deta-

llistas
14 the merchants had refused to elect delegates on the ground

that many shopkeepers belonged to neither of these organizations;

consequently no one at the meeting was in a position to represent
all the merchants. Faced with this situation, which apparently made

any collective negotiations impossible, the government official pre-

siding suggested that the union representatives discuss their demands
with each individual merchant. He invited all merchants willing to

enter negotiations to remain at the meeting, but permitted those who
objected to withdraw. All but one employer left the assembly, thus

condemning the whole proceedings to futility. In view of the mer-
chants' refusal to negotiate, the union at a mass meeting that evening
voted to strike, and notified the labor office to that effect. It had given
not merely eight but fifteen days' previous notice, and had been
assured by the provincial labor office that it had complied with all

the requirements of the law.

When union delegations on the following day attempted to secure

the closing of all stores in the interest of the strike, they met with

opposition from the police. On June 2 union headquarters were raided

and closed by orders of the military supervisor. Such interference was

14 It was brought out at the hearing that the former of these associations had furnished its

members with a form letter which 100 had used in refusing to consider the union's demands.
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justified on the ground that the union, in calling the strike, had vio-

lated Decree No. 3 and thus was without "judicial personality" and

subject to dissolution.15 The military took this action despite the fact

that the law does not clearly require that strikes be postponed until

negotiations have been completed, but apparently only for the waiting

period of eight days.

Subsequently an inspector of the Ministry of Labor persuaded the

clerks to suspend the strike, promising that Havana would rule on
the matter promptly and that meanwhile no workers would be dis-

charged. But on July 8 the secretary general of the clerks' union testi-

fied: "A month has passed, nothing has been done, and just the other

day sixty clerks were let out of various stores. If we call another strike,

we won't bother with the Labor Ministry. We'll go to the head of the

army here and let him decide whether he wants to arrest us, the

employers, or what he wants to do." 16

The clerks' union is an independent body of conservative tenden-

cies, not affiliated with any other labor group. Their experience illus-

trates both the failure of government machinery to safeguard the

workers* interests, and also the ease with which any legal jurisdiction

accorded the state in industrial disputes may be used to justify abuses

on the part of the army and police.

With labor and the state adversely affected by this legislation, it

is not even possible to assert that the interests of capital have been

benefited. Strikes, instead of being eliminated, have apparently been

lengthened.
17 The settlement of disputes has often been complicated

rather than eased. In cases where this legislation has proved tempo-

rarily effective in suppressing unrest, the penalties prescribed particu-

larly the legal dissolution of striking unions and the cancellation of

existing agreements threatened to destroy the machinery of indus-

trial negotiation, and thus made more difficult the solution of future

disputes. Although the old unions with their outlawed officials were

deprived of legal recognition, they nevertheless continued to exist and

to exercise effective control of their members. In industries where new
and "legal" unions were created as substitutes, bitter conflicts between

15 The above account is based on records in the files of the provincial labor office at

Santiago.
16 He stated further: "When we called the strike, the military supervisor called me a red, a

Bolshevik and everything else, although I have worked in this one store for sixteen years, since

I was twelve. He arrested me, but the judge knew me well and at once let me go* Then the

police told me that I would have to report there every hour throughout the day as long as the

strike lasted, which I did."
17 The conciliatory services of Labor Department officials and inspectors have often, however,

been of great value.
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the two groups resulted, which complicated the original dispute. The

balance of actual results inclines against a favorable judgment on this

series of measures to enforce industrial peace.

Cuban labor legislation may well provide machinery for investiga-

tion of industrial disputes, and for voluntary conciliation and arbitra-

tion. But to go beyond these to enforced regulation, including the

employment in some cases of compulsory arbitration, is to place an

impossible burden on governmental agencies, and to open the door

to the wider use of military coercion, thus injuring the development

of political as well as economic democracy.
18

Accordingly, the Com-

mission would recommend that the policy of enforced regulation of

industrial conflicts be abandoned, and that Decree No. 3 and other

legislation of like tenor be repealed.

2. Social and Labor Legislation

While with one hand Cuban governments since the revolution

have experimented with repressive legislation, with the other they

have acted to augment Cuba's scanty stock of social legislation.

Although the Republic for a time led all the Latin-American coun-

tries in the number of international labor conventions ratified, in

domestic legislation it has lagged far behind Argentina, Brazil, Chile,

Mexico and Uruguay. The limited achievements which preceded the

revolution can be briefly summarized. In 1910 a law restricting the

hours of commercial establishments was approved. The 8-hour day
was instituted for government employees and for workers in hotels,

restaurants and cafes. A minimum wage of $1.25 was fixed for public

employees. The Arteaga Law made the use of lOU's or metal markers

for wage payments illegal. The work of women was protected/ and

the labor of children under fourteen years was prohibited.

In the field of social insurance, compensation for industrial acci-

dents was approved in 1916, and various pension funds were estab-

18 Experience indicates that a compulsory waiting period for strikes is of questionable

utility. It is difficult to enforce and severely handicaps the workers. In. the United States legis-

lation in force at the time of the National Recovery Act, with a single exception, placed govern-
mental intervention in industrial conflicts on a non-coercive basis. The Colorado Act of 1915

required parties to labor disputes "affecting the public interest** to submit their cases to a State

Industrial Commission, but did not require them to submit to the award. Section 7-A of the

NRA obliges every industrial code to stipulate that "employees shall have the right to organize
and bargain collectively through representatives of their own choosing."

19 Commercial establishments selling women's articles, theatres and offices were required
to employ a stated proportion of women, and were ordered to provide them with suitable

working conditions. For the texts of Cuba's more important acts of social legislation, cf,

Legislaci6n social de America Latina, cited, II, p. 113-198.
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lished to meet the need of old-age insurance. No steps, however, were
taken by the government in the direction of unemployment or health

insurance.20 Among the pension funds founded were those for teach-

ers, the police and the army, court workers and other government
employees, port and maritime laborers, and railroad and street-car

workers. These funds in general were built on a faulty actuarial basis,

their administration was handicapped by political vicissitudes, and
reserves were "raided" during the Machado dictatorship. Because of

these factors and the abnormal burdens placed on them by the depres-

sion, payments have been seriously interrupted.
The fund for railway and street-car workers, however, has attained

a comparative degree of success. It is autonomous in character and its

board of directors, composed of representatives of the companies and
the workers, is headed by a professor of law, named by the faculty
of the national University. The companies contribute 2 per cent of their

total wage payments, and the workers 3 per cent of their wages. Due
to the depression, the already disproportionate share of the latter was

increased to 5 per cent in 1932. The office since its inception has paid
out $14,000,000 in pensions, and at present 4,000 individuals are receiv-

ing monthly checks approximating $50,000. Although by the year 1927
reserves of $2,000,000 had been accumulated, adverse economic condi-

tions subsequently led to their gradual exhaustion and then to a pro-

gressive reduction in the scale of benefits paid, so that now they repre-

sent only 25 per cent of the former standard.

It is alleged that a contributory factor in the decline of the benefit

payments has been the withdrawal from the scope of the fund of a

group of workers now in the employ of the Cuban Electric Company.
When this corporation acquired the gas and electric plants formerly
the property of the Havana Electric Railway, Light and Power Com-

pany and the Havana Central Railroad Company, the employees in

these plants were technically discharged and then reemployed by the

Cuban Electric Company which had no pension system. On the basis

of this "discharge," the employees involved demanded pensions from

the fund, on the ground of involuntary unemployment.
21 The fund

refused their petition, since actually they were continuing in the em-

ploy of the Cuban Electric Company, but their demands were sus-

2 Some pension funds and some labor unions had provisions for sickness or unemployment
insurance.

21 The" fund authorized the granting of pensions for this cause as well as for old-age.

(Article 23 of "Ley de 4 de Qctubre de 1929 de Jubilaciones y Pensiones de Empleados y

Obreros de Ferrocarriles y Tranvias," Qaceta Oficial, October 7, 1929.)
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tained by the courts. In consequence the fund was required to pay
out pensions to 245 individuals on the payroll of the Cuban Electric

Company, despite the fact that neither the corporation nor any of its

employees were contributing to its resources. The Grau government

attempted to remedy this situation by Decree No. 3i62
22 which

required the Cuban Electric Company to accept the obligations of the

fund. This legislation, however, was ordered suspended by the Men-

dieta regime for a four-month period, beginning May 4, 1934. Mean-

while the problem was referred for study to the Commission on

Economic and Social Reforms of the Council of State. While required

payments of the 245 pensions represents a particularly anomalous

feature of the problem, more important is the general question
whether the Cuban Electric Company should further be permitted
to escape all pension responsibilities.

22a

Cuba also adopted a maternity insurance law. This type of insur-

ance, due to its small cost and ease of administration, was subsequently
endorsed as a first step in the field of sickness insurance, in a report

presented by two representatives of the International Labor Office,

following a study of the controversy between the physicians and the

Spanish mutual aid societies.
23 The law prohibited the employment

by private individuals or by industrial or commercial enterprises, pub-
lic or private,

24
of women during the six weeks following maternity.

Moreover, every expectant mother, irrespective of her civil state, had
the right to a vacation for the six weeks preceding a birth. All women
insured were entitled to hospitalization and medical service and, in

addition, to an indemnification not inferior in amount to the wage
they were receiving.

To administer the law, an office (Caja dc Maternidad Obrera) was
established in each provincial capital. Each employer was required to

contribute to the insurance fund one per cent of his wage payments
to women workers, and each of the latter was obliged to pay one-half

32 Gaceta Ofictal, December iS, 1933.
22a The Cuban Electric Company is reported as working on a pension plan for its em-

ployees. It established on July i, 1929 a system of group life insurance, which gives to

every employee free of charge $500 of insurance after his first year's service, a sum which
increases $100 for each additional year in the company's employ. There is also, apart from
this gratuitous insurance, a contributory plan by which, at small premiums paid monthly,
employees may secure larger amounts of insurance. Disability is included in these policies.
On December i, 1933, 1,864 employees held free policies totaling $1,610,000, and there
were also 1,358 contributory policies totaling $1,704,600.

23 For details of the law, cf. Gaceta, June 17, 1934, Decree No. 1568, which provided
regulations for Decree-Law No. 152, published in Gaceta Oficial, April 20, 1934. The report
in question was Cyrille Dechamp and Moises Poblete Troncoso, El problems m&dico y la
asistenda medica mutualista en Cuba (Havana, June 1934).

124 Save only concerns in which members of one family work for themselves.
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of one per cent of the wage received. A worker must have paid pre-
miums for at least ten months prior to the birth, in order to gain the

right to insurance. Furthermore, women workers who nursed their

children were to be granted at least half an hour twice daily. Every
industrial or commercial enterprise employing fifty or more women
was required to provide a nursery, in charge of a graduate nurse, for

all children under two years of age of the women workers.

Since the beginning of the revolution, the most outstanding
achievements in the field of social legislation, apart from the 50 per
cent law,

25 have been an 8-hour decree and a revised industrial com-

pensation act, both approved during the Grau regime. By a decree of

September 19, 1933 President Grau established a maximum working
day of eight hours for any and all types of labor. Later regulations,
issued on October 19, fixed a working week of 48 hours, but weakened
the original law by exempting from its provisions agricultural labor,

domestic service and taxi and automobile drivers.
26

The 8-hour law represented an advance of great significance for

the workers. It ended the system of two 12-hour shifts in the sugar-

mills, substituting instead three 8-hour shifts, thus making jobs for

more workers.27 The length of the working day in factories and shops
was materially curtailed. The law signified increased costs to em-

ployers,
28
many of whom, however, put it into effect without protest.

In general it has been well enforced., due chiefly to the vigilance of

the unions and the workers themselves.

On November 15, 1933 a new workmen's compensation law

strengthened the provisions of the 1916 Act. It* provided that com-

pensation be paid for occupational diseases as well as for industrial

accidents, and that benefit payments begin with the date of the acci-

dent rather than after a period of two weeks. Workers in agriculture

and commerce as well as industry are included in the scope of the

law.29 This law was strongly opposed by employers, and the foreign
25 CL p. 212
326 For the original decree, cf. Gaceta, September 20, 1933, Decree No. 1693. For the

subsequent regulations, cf. ibid., November 4, 1933. Under President Mendieta, the law was
somewhat weakened by Decree No. 364 (Gaceta Oficial, February 6, 1934), which permitted
laborers to work during the sugar crop 56 hours a week at the rate of eight hours a day.
In case of the sudden illness of a worker, others in the same activity might work overtime, but

for a period not longer than 7 days.
27 The National Confederation of Labor alleged that had agricultural labor been included

in the law, work would have been provided for 100,000 additional laborers.
ss On die railroads of Cuba, it is estimated, expenses for 1933-1934 were increased n per

cent by the 8-hour day and other concessions to labor. (Cf. Manuel J. Piedra, Exposition . . .

sabre la, necesidad dc reglamentar el trdnsito por carreteras y saldar la deuda del estado con

los jerrocarriles de servicio publico, p. 10.)
29 Gaceta Oficialr November 16, 1933, Decree No. 2687.
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casualty companies which carried policies for the large industrial and

commercial concerns threatened cancellation of all policies on Decem-

ber 31, 1933. They pointed out that the new decree made the insurers

liable not only for labor accidents, but also for "every organic disease

acquired during work and contracted in relation to or as a conse-

quence of the same"; and further, that this liability was unlimited.

On December 30 President Grau signed a supplementary decree speci-

fying the occupational diseases falling within the scope of the law and

limiting responsibility under the decree to maximum annual salaries

of $1,500.*

Although unemployment has been one of the most fundamental

questions facing revolutionary Cuba, no government save the Grau

administration has seriously attempted to attack the problem, and in

the Grau program large emphasis was placed on measures displacing

foreign workers to make place for Cubans. This end was sought by

two methods: a decree for Nationalization of Labor (commonly
known as the 50 per cent law), whose principal effects fell on the

Spaniards, and a program for deportation of Haitian workers. The

nationalization decree was promulgated by President Grau on Novem-

ber 8, 1933, and required that 50 per cent of the employees in all

industrial, commercial and agricultural enterprises be native Cubans

(excepting only managers and technicians who could not be replaced),

and that half of the payroll be paid to Cubans- Moreover, all positions

vacated and all new ones created must be filled by Cubans, while all

discharges or reduction of personnel must be limited to foreigners as

long as any remained on the force. Subsequent regulations required

employers to classify their workers by departments and within each

department by wage categories, the range in total monthly wages in

each category not to exceed $10. At least half the workers in each such

category must be native Cubans.31

30 Cf. Gaceta Oficial, Edid6n Extraordinaria, No. 51, December 30, 1933, Decree No.

3341, and New York Times, December 31, 1933 and January i, 1934. For the Spanish text

o the 1916 law, cf. Legislation social de America Latina, cited, Vol. II, pp. 147 f.
31 For the text of die law, c Gaceta Oficial, November 8, 1933, Decree No. 2583. Decree

No. 2977 {ibid., December 6, 1933) contained the regulations (Article III of the latter was
revised by Decree No. 3218 of December 20). The regulations provided that in discharging per-

sonnel, the following classification be observed, no individuals of one group being dismissed

until all those in the preceding group or groups had been let go: i, foreigners unmarried and
without descendants; 2. foreigners married to foreigners or who may have native descendants;

3. naturalized individuals unmarried and without descendants; 4. foreigners married to Cubans
or with native descendants; 5. naturalized individuals married or with descendants.

Provisions favoring the employment of nationals arc a common feature in the legislation of

various Latin-American countries, due largely to the dominant control of many industries by
foreign capital and also to extensive foreign immigration. Bolivia, Brazil, Chile, Mexico,
Nicaragua, Panama, Peru, Salvador and Uruguay all require employers to hire a definite per-
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This law, on its face, could not contribute to any general solution

of the unemployment problem, but would at best only shift the bur-

den from one group to another. Although statistics are lacking con-

cerning the number of foreigners displaced, estimates do not put the

figure higher than 25,000 or 30,000. It has not everywhere been strictly

enforced but, where put into effect, has caused much individual hard-

ship, disrupted the organization of many enterprises, and at the same
time failed to provide any large degree of employment to Cubans.32

It has affected principally the Spaniards, often considered the most
valuable immigrants Cuba receives. While in its percentage provision
the measure is milder than similar legislation in other Latin-American

countries, its failure to include naturalized citizens within its scope has

been much criticized.
33

Moreover, the decree provided for no excep-
tions in favor of those foreigners of long-time residence in the island

who had married Cubans and whose children were native citizens.

The law is defended from the viewpoint of economic nationalism, but

it may well be argued that its terms should protect equally all Cubans,
naturalized as well as native, and that its provisions should be eased

in relation to those foreigners whose families are Cuban.34

An important result of the decree remains to be noticed. Together
with the law on labor organization which placed legal control of all

labor unions in Cuban hands, the 50 per cent law brought to the aid

of the Grau regime in its struggle with communism the force of a

newly awakened nationalism. This legislation and the subsequent agi-

tation for an 80 per cent law served to align the Negro and the unem-

ployed masses behind the government. Moreover, a wedge was driven

between native and foreign labor, which showed its results clearly

centage of native citizens. The proportion in Peru is 80 per cent, in Chile 85 per cent and in

Mexico 90 per cent. (Cf. Legislation social de America Latina, cited, I, p. xxxviii, and "Recent
Labor Legislation in Latin America," cited, p. 71, 72.

32 On August 22, 1934 the National Association of Manufacturers filed a protest with the

President against the 50 per cent law, alleging that employers found themselves in an im-

possible position between the penalties exacted by the government for violations and the re-

fusal of the labor unions to permit the discharge of a worker because of his nationality,

(Diario de la Marina, August 23, 1934.)
38 It is alleged that any discrimination in privileges between native and naturalized Cubans

is unconstitutional. Article n of the Provisional Constitution of February 6, 1934, declares:

"All Cubans are equal before the law.** It is further charged that the law violates Article ro

of the Constitution, which assured to foreigners equality with Cubans in "the protection of

their persons and goods," and in the "enjoyment of rights."
8*In a protest addressed to the President (cf. Diario de la Marina, August 31, 1934), the

Lonja del Comercio, an association of produce merchants, demanded the suspension of the

law and proposed as an alternative a program which included a labor census, encouragement
of general production to increase employment, total suppression of immigration, complete
equality of naturalized with native Cubans, and the facilitating of naturalization for all

foreigners resident in Cuba for five years, or who have Cuban wives or children born in

the island.
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among the tobacco, port and needle workers, and the retail clerks,

and seriously weakened the Communist drive. Particularly important
was the effect on the Havana street-car workers. In a general strike

this group holds a strategic position since nothing gives the impression
of a stoppage so clearly as a suspension of transport. But in several

attempts at a general strike launched by the National Confederation

of Labor, the tramway workers, largely Cuban as a result of the law,

have refused to take part. The Communists have opposed the 50 per
cent law as seriously harmful to working-class solidarity and as

ineffective in meeting the unemployment problem.

3. The Haitian Deportations

The extension of sugar culture to the underpopulated eastern prov-
inces of the island during the first years of the century stimulated a

demand for cheap labor, which led to extensive immigration of

Haitian and Jamaican Negroes. In Cuba's first immigration legisla-

tion, Military Order No. 155 of May 15, I9O2,
35

the entry of contract

laborers had been strictly prohibited. Decree No. 743 of August 20,

i9io3

E6
designed especially to promote European immigration, per-

mitted private corporations and individuals to introduce "immigrant
colonists" for agricultural work. The first laborers authorized under
this law were from Spain, but in 1913 the Nipe Bay Company was

permitted to bring in for Central Preston 1,000 non-Cuban West
Indians.

37 With the World War, the demand for labor was further

stimulated, and a law of August 3, 1917 authorized corporations and
individuals to introduce laborers, until two years after the end of the

conflict, provided guarantees were given that they would not become

public charges or constitute a threat to health, and that they would
be re-embarked at the proper time.38 During the administration of

President Menocal, from 1913 to 1921, 75,000 Haitians and 76,000

Jamaicans entered Cuba. For subsequent years the number of legal
entries is as follows: 39

ss For the text cf. Civil Orders and Circulars, Sec. IV, p. 573.
36 C. Legislaci6n obrera dc la republica de Cuba (Havana, Rambla, Bouza y Cia., 1919),

p. 190-210. This decree provided the regulations for the law of July n, 1906 (ibid., p. 186-
189) to promote immigration and colonization.

37 Decree No. 23, January 10, 1913. Cf. Colecd6n legislative leyes, tratadof, decretos y
resoluciones (Havana), Vol. 39, p. 46.

38
Legislation obrera de la republica de Cuba, cited, p. 210-213, Regulations for the law

were contained in Decree No. 1707 of October 29, 1917 (ibid., p. 213-223).
39 For years mentioned through 1931, cf. Secretaria de Hacienda, Seccion de Estadfetica,

Inmigracion y movimiento de pasajeros (Havana). Data for 1932 and 1933 is unpublished
and was taken directly from the files of the Secci6n de Estadistica.
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Year Haitians Jamaicans

1921 12,483 12,469
1922 639 4,455
*923 11,088 5,844

1924 21,013 5,086
1925 18,750 4,747
1926 12,346 2,508

1927 14,312 2,348

1928 14,353 974
J9^9 4>339 243
1930 5,126 38
1931 22 52
1932 16 60

1933 8 32

In addition, a large number of Haitians and Jamaicans entered Cuba

illegally. Although many of these immigrants were returned to their

homes, the law's provisions concerning re-embarkation were evaded to

considerable degree. As a result, the 1931 census revealed that Cuba
as a whole had 79,838 Haitians and 40,471 Jamaicans, of which the

following numbers were found in the two eastern provinces.

Province Haitians Jamaicans
40

Camagiiey ...... 3* 5992 11,088
Oriente . . . . 42,998 I7?472

Total ... . . . . 743990 28,560

The two groups taken together totaled 103,550, but this figure is

held to be too low by the Department of Immigration, which asserts

that the number of West Indian immigrants in Cuba, resident almost

entirely in the two above-mentioned provinces, approaches i5o,ooo.
41

Hostile feeling had been growing for some time against this alien

element in Cuba's population, which had become an important factor

not only in cane-cutting but also in coffee-picking. The press had car-

ried on a campaign, charging that it was Africanizing the country,

undercutting Cuban wages and driving out the colono system. The
Haitians were largely illiterate and against both groups it was charged
that "their low morality, and the sicknesses and vices to which they
are subject constitute an unquestionable threat" to Cuba.42 Moreover

they were accused of taking jobs on which it was felt Cubans should

have first claim during a period of general unemployment.
40 The census figures are for those of British nationality, but this group is made up almost

entirely of Jamaican Negroes.
41 Official report of Dr. Rogelio Pina to the President of Cuba, Diario de la Marina, July 8,

1934-
42 Ibid.



2i6 PROBLEMS OF THE NEW CUBA

The government's first step was a decree of October 19, 1933, which

ordered the obligatory repatriation of all foreigners without work

and resources.
43

Deportation was to be carried out by the municipal

authorities with the cooperation of the army, the expense of the pro-

cedure to be borne from government funds. In the following month,

the program of deportations was initiated, being directed principally

against Haitians, and by June 1934 approximately 8,000 of these immi-

grants had been sent out of the country.
44 This program, largely car-

ried out by the military, was inevitably attended by serious hardships

for the Haitians, many of whom were uprooted from relationships

they had established in Cuba and deported, irrespective of their wishes.

It was charged that many Haitians with steady employment were ille-

gally seized and deported along with their destitute compatriots.

On May 26, 1934 the Cabinet commissioned Dr. Rogelio Pina to

make a study of the effects of this policy. His report justified the

deportation proceedings on the ground of the social undesirability and

illegal status of these immigrants, and presented various recommenda-

tions for future handling of the problem. These included the prohibi-

tion of further importation of West Indian laborers, and in general

of all Negroes and Orientals. It was argued that future immigration

of this type would be unnecessary, in view of the reduced quota

allotted Cuban sugar, and particularly so if legal limitations on the

length of the grinding season were removed. The shortening of this

season had been a major factor in creating the increased demand for

labor. As a further safeguard against labor shortage in the future, a

program for colonizing the two eastern provinces with the excess agri-

cultural labor of Cuba's central and western provinces was suggested,

similar in character to the large-scale colonization program successfully

carried out by the United Fruit Company from 1928 to 1930. Moreover,

the immigration of whites, preferably in family groups, was to be

encouraged. Concerning the Haitians and Jamaicans now in the coun-

try, it was recommended that a special census be made of this group,

providing data not only on their distribution, but also on their occupa-

tion and present economic condition. Following this a five-year plan

was to be worked out for the deportation of all who were destitute or

illegally in the country, beginning with the impoverished, the diseased

43 Gaceta Oficial, October 19, 1933, Decree No, 2232. A subsequent decree of December 20

(Gaceta Oficicd, December 28, 1933, Decree No. 3289) made liable to deportation all foreigners

illegally in the country as the result of failure to comply with the immigration laws.
44 Report of Dr. Pina, cited.
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and the criminal, subsequently including unmarried individuals, and

leaving to the end family groups and those holding property.
45

Cuban opinion strongly believes that this Haitian and Jamaican

immigration, apart from its economic contribution, represents a social

and cultural liability for Cuba. The country's right to prohibit future

entries cannot be questioned. It also possesses the legal right to deport

many immigrants now in the country. Humanitarian considerations,

however, suggest that if the program is to be continued, it should be

carried forward on the basis of the census suggested by Dr. Pina, and

with sufficient discrimination and flexibility to minimize to the lowest

degree the possibility of injustice* No deportation should be carried

through without first according the individual concerned a hearing
before a court.

At the same time the inadequacy of this program, as well as the

50 per cent law, to remedy effectively Cuba's unemployment prob-

lem, must not be forgotten. Solution for that problem will be found,

not in these essentially negative measures, but rather in the develop-

ment of Cuba's productivity along lines elsewhere discussed.

Ibid.

NOTE: Where reference is made in this chapter to Decrees No. 3, 8, 51, 63, 64, and

145, in each case Decree-Law is meant.



CHAPTER X

THE SUGAR INDUSTRY EXTERNAL ASPECTS

i. Development of the Industry
x

Sugar cane was brought to Cuba by its first governor, Diego

Velasquez, in the second decade of the sixteenth century. It began
to be manufactured in small quantities for export toward the end of

that century. But the amount was trivial until the stimulus given com-

merce by the British occupation of Havana in 1762. This impetus was

re-enforced after 1791 by the civil wars in Haiti, which eliminated

the leading sugar-producing area in the world, and transferred many
French planters to Cuba. During the Napoleonic period Cuban ports
became open to foreign merchants, encouragement was given to the

importation of slaves and to the colonization of immigrants, and
Cuban producers were able to take advantage of the favorable de-

velopment of the market for sugar in the United States and Great

Britain. Production more than trebled from 1800 to 1840, and doubled

during the following two decades. By 1868 it reached a total of 749,000
tons

2 under the stimulus of prices averaging for years over 10 cents

a pound in New York. In 1827 there were a thousand plantation

mills; in 1846, i,442.
3 Rebello in 1860 lists some 1,290 Jamaica train-

mills and 65 others that had thus far introduced some form of vacuum

apparatus for evaporation. Most of the mills were driven by steam.

These mills ground cane from an average of less than 500 acres of

land with an average of 150 slaves apiece.
4 But they already involved

large investments of capital in slaves, buildings, land, etc., the average

being estimated at $250,000. This makes an investment for the island

of some $375,000,000 probably overestimated largely in the hands

brief accounts of the history of the Cuban sugar industry, cf. R, Guerra, Assucar y
poblacion en las Antillas (Havana, 1927), pp. 149-70; Jenks, Our Cuban Colony, cited, Chapter
3 and passim.

2
Long- tons unless otherwise specified.

3 Carlos Rebello, Estados relatives a la production asucarera de la ida de Cuba (Havana,
1860); cf. Juan Pdey, Inform? sobre rebaja de los derechos que pagan en la peninsula los
azucareros de Cuba y Puerto Rico (Havana, 1862).

4 The census of 1862 gives a white population on sugar estates of 41,661; free Negroes,
3,876; slaves, 173,671.

218
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of Cuban proprietors. Even large mills operated on only 1,500 acres.

Already the cry was raised that production was too extensive, and
learned studies were published dealing with improvement both in the

agricultural and manufacturing departments of the industry. At that

time it was thought that 50,000 arrobas (1,250 short tons) of cane were

produced to the cabdleria rather more than recent figures. Improve-
ment in mill methods rather than improvement in the field

5 was
then and has continued to be the order of the day.

But the installation of improved machinery meant increased capital

outlays, and it became evident that the larger enterprises had numerous

production advantages. These tendencies toward concentration which

appeared in the sixties were consequently resumed with more rapid

tempo after the Ten Years' War. By the early nineties there were only
four hundred odd mills still grinding, averaging some 1,500 tons

nearly io3
ooo bags apiece. This concentration was hastened by the

catastrophic fall in the price of sugar, due to the rise of bounty-fed beet

sugar in Central Europe, which rapidly eliminated marginal planta-
tions in favor of those whose mechanical efficiency enabled them to

extract two or three times as much sugar from the cane. It was also

furthered by the uncompensated emancipation of slaves in Cuba, and

ensuing agricultural adjustments. In this process a large number of

estates passed into the hands of newcomers from the Spanish penin-

sula,
6
many of them originally merchants, while Cuban planters, large

and small, became attached to the new centrcdes under contract as

colonos, devoting themselves entirely to the raising of cane.

The Wilson tariff of 1894 and the Cuban revolution hastened the

process of elimination and concentration. When the industry began
to revive in 1904 under the aegis of American reciprocity, there were

only 173 mills grinding, with a total output of 1,040,228 tons. This

made the average output per mill about 41,000 bags. The industry now

grew steadily at rates even more rapid than those which prevailed in

the early nineteenth century. The expansion was almost entirely in

the mechanical capacity of individual mills and in more extensive

cane zones, which meant at first an increasing proportion of colono

cane as compared with administration cane grown directly by the

mill itself. A number of American enterprisers had been attracted to

5 The Derosne process of concentration in vacuum was brought to Cuba in 1 842, but spread
most rapidly in the sixties and seventies.

6 The transfer of ownership seems to have begun with confiscatory measures applied at the

outbreak of the Ten Years' War. About one hundred mills belonging to supporters or sympa-
thizers of the revolt passed into the hands of influential Spaniards from 1869 to 1871.
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Cuba by the new status of Cuban-American relations, and some of

them were developing sugar properties in the virgin lands of Cama-

giiey and northern Oriente. Among these were the Cuban-American

Sugar Company and the United Fruit Company, whose mills set a

new standard for size. By 1914 Cuba was producing 2,597,732 tons of

sugar, and mills manufactured an average of 100,000 bags. Twenty-
three tiny mills had fallen by the wayside, some of them becoming
colonias for their neighbors, and their places had been taken by new

units with powerful mills and extensive cane resources. The accom-

panying graph (VIII) illustrates trends in growth in average mill

size. Until 1909 practically all of Cuba's increased production was

absorbed by the expanding American market. In 1914 the United

States still took 86.7 per cent of Cuba's supplies and had virtually

ceased to import sugar paying full duty. As Cuban production further

expanded, it became increasingly dependent on the hazards of the

world market.

GRAPH VIII

Average Output of Cuban Sugar Mills, 1904-1933

Median Output, 1923-1933

\

But with the outbreak of the World War these hazards appeared
to be peculiarly fortunate. Prices which had been hovering around

2}/ cents a pound for a decade suddenly showed a tendency to rise.
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As the energies of one country after another were turned to war

activities, Cuba became an increasingly important factor in the world's

economy. By 1917 prices were so high that the Allies besought the

cooperation of the United States in inducing Cuba to accept a fixed

price for its sugar. For two years Cuba experienced its first taste of

controlled economy a controlled market with prices fixed successively
at 4.60 and 5.50 cents f.o.b. These prices were enough to augment pro-
duction considerably. Some twenty-five new mills were launched dur-

ing the war period, nearly all on virgin land at the eastern end of the

island which by 1922 was to outstrip the older provinces in sugar

production. Most of these mills were initiated by Cubans with their

sugar profits, although many of them passed rapidly into the hands
of American corporations at good prices. In 1918 there was a harvest

of 4,009,834 tons, in mills averaging 140,000 bags.

The United States ended its sugar control suddenly, toward the end
of 1919, and sugar soared for the few delirious months of the "Dance
of the Millions." Then invisible sugars began to appear, and prices

fell even more rapidly than they had risen. The ensuing crisis came
at a moment when large numbers of mills were heavily involved in

new plantings, and had made new machinery installations at inflated

prices. It coincided, moreover, with a bank crisis which destroyed the

bulk of the local banking institutions. Under these circumstances

liquidation meant the rapid transfer of large numbers of properties

into the possession of Americans, especially American banks and

corporations whose own difficulties were giving those banks a decisive

voice in their affairs.

Thus the Cuban sugar industry found itself enmeshed in the in-

tricacies of corporation finance. This form of financing had been slow

to take root in the industry. In 1904 there were only 27 mills organized
under the control of corporations or sociedades anonimas under Cuban

law, and all were privately owned* The first public issue of securities

was made by the Cuban-American Sugar Company in 1909 to finance

its raw sugar mills and two refineries. The organization of the Cuba

Cane Sugar Corporation in 1916, with seventeen mills at the outset,

set the high-water mark for corporate acquisition. But as the crisis of

1921 passed there were a dozen concerns, each embracing several

mills, all appealing to the American securities market for funds.

Without this market, Cuba would never even in the hands of reck-

less bank syndicates have taken the fatal step of expanding its produc-
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tion by another million tons.
7 But the market was there, and many a

mill was doubled in capacity to provide ampler basis for a bond issue.
8

The accompanying graph (IX) indicates trends in the importa-

tion of sugar-mill machinery into Cuba. It is true that by 1923 the

prospects were entrancing. Sugar-beet areas in Europe had failed to

come back rapidly to former yields, while the rate of consumption
was advancing rapidly. Sugar rose to 6 cents for a time during 1923.

GRAPH IX

Imports of Sugar-Mill Machinery
into Cuba, 1904-1930
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7 For an appraisal of the r6Ic o leading corporations in expansion, cf. Jenks, Our Cuban
Colony, cited, pp. 282-3. As late as 1927 the American Sugar Refining Company was adding a
third tandem of mills to Central Jaronti.

8 "In 1923, 1924 and 1925 there was more money spent in Cuba for expansion than was
spent in the sixteen years elapsing between the Spanish War and the World War." C. J. Welch,
Commerce & Finance, November 5, 1930, p. 2073. (Mr, Welch is proprietor of Central Cape
Cruz.)
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On this basis most of the large American companies and some others

proceeded to make extensive new plantings and additions to plant,
which resulted in a crop of 5,189,346 tons in 1925. The average size

output for the year was 195,000 bags and the median output was over

150,000. The bulk of the large milling capacity was in American hands.
It was reasoned that their increased size would mean low unit costs

and enable them to survive successfully any hazard which the future

might have in store.

Thus the development of Cuba's sugar industry has taken the form
of three long periods of rapid growth, culminating in the middle

seventies, 1894 anc* I929? respectively. These growth periods have been

interrupted by two periods of recession, each about ten years long. The
accompanying chart (Graph X) illustrates this movement graphically.
These trends do not, however, demonstrate that Cuba may look for-

ward to another growth period to commence about 1940.

GRAPH X

Sugar Production in Cuba
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Before examining in some detail the situation which thus con-

fronted Cuba and the successive endeavors which it has made to defend

its principal export crop, it will be advantageous to describe some of

the external features of the Cuban sugar industry its products, the

units under which production is organized, the distribution of owner-
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ship, mode of financing, and the characteristics of the market in which

sugar must be sold.

2. The External Organization of the Sugar Industry

Sugar as manufactured for the export market is a highly stand-

ardized product. In Cuba the final product of nearly the entire

industry on which its price structure is based is "raw sugar" a well-

formed crystal, still coated with a thin layer of molasses and contain-

ing certain other impurities, which is 96 degrees pure by polariscope

test.

Several mills, however, carry the process of manufacture through
from the cane to 100 degree refined sugar. This development dates

from about 1926 when the Hershey Corporation completed the con-

version of Central Hershey into a large bone-black refining plant.
10

The formation of the Sugar Institute in the United States in 1928 and

the resulting increased margin to refiners between the cost of raw and

the price of refined sugar encouraged other mills to install less elab-

orate refining processes, based on some variety of vegetable carbon.11

Centrals Toledo, Espana, San Agustin (Z.), Mabay, Ramona and

Reforma have been equipped to refine sugar in this way. They do not

operate throughout the year and refine chiefly their own sugar. Her-

shey, on the other hand, in addition to refining the sugar of the three

centrales belonging to the Hershey Corporation, buys raw sugar from
five other mills at the present time. The daily melting capacity of all

refineries in Cuba amounts to 3,605.9 short tons (raw value), enabling
them to melt 1,081,770 short torxs of raw sugar in a 3oo-day operating

year, or about 48 per cent of the entire sugar crop of 1934. In 1933,

however, only 456,278 short tons of refined sugar were shipped to the

United States, the principal market.12 Between 40,000 and 50,000 tons

are usually disposed of in the island. About 25,000 tons are exported
to countries other than the United States. Assuming that the raw sugar

9 Raw sugar has been graded for market on this basis since the centrifugal process became
general in the eighties. Processes of clarification have steadily improved, with the result that

the average polarization of raw sugar now manufactured in Cuba is about 96.5 degrees.
10 This was the origin of the continuous refining process at raw sugar factories in Cuba,

Specialized refineries, however, have operated at Cardenas since the middle of the nineteenth

century. One owned by J. Arechabala has had a continuous existence since 1878. Another,
owned by the Cuban-American Sugar Company, was founded by the Tol6n family about the
time of the War for Independence. As recently as 1924 these and other small refining plants
produced only 28,489 short tons, and Cuba actually imported refined sugar.

11 The Hawley-Smoot tariff of 1930, which decreased the differential duty in favor of
refined sugar from ,1472 cents a pound to .12 cents was also a factor in this development.

12 The growth of the refining industry in Cuba is illustrated by the following figures of

imports from that island into the United States, taken from U. S. Tariff Commission, 'Report
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sold in the United States in 1933 brought approximately the average
New York c. & . price for the year, and that Cuban refined sugar sold

on an average .10 cents below the average price for that commodity,
it may be computed that Cuban sellers o refined sugar realized about

$18,000,000 as compared with $27,000,000 for sellers of raw sugar in

the American market. In 1934 the Jones-Costigan Act restricted the

import of "direct consumption" sugars from Cuba to 22 per cent

of its quota to the United States.
13 In September 1934, the Export

Corporation allocated this 22 per cent to the refineries which operated
between 1931 and 1933 in proportion to their average export to the

United States during those years. As a result, not more than about

one-fifth of Cuba's current sugar output of 2,300,000 long tons may be

refined in the island.
14

The principal by-product of sugar factories is bagazo the fibrous

cellulose left when syrup is extracted from the cane. Practically all of

this is now consumed as fuel for the mills. In a few cases a surplus

of bagazo has encouraged experiments with cellulose manufacture of

one kind or another which up to the present have not achieved indus-

trial success. The principal marketable by-product is molasses (black-

strap) 2 residue containing no crystallizable sugar. Two gallons of

it will produce one gallon of raw alcohoL In 1933 113,439,354 gallons

of molasses were exported to the United States. Few of the sugar mills

are equipped at present with special plants to make alcohol, although

to the President on Sugar (Washington, 1934), P- *7O, and reports of the National Sugar

Export Corporation:
*

Year Imported into U. S. Exported to U. S. by Cuba Total Exports

tin short tons, 100 degree value} of Cuba

1925 i324 ? 3,953

1926 58,082 ? 78,415

1037 88,706
? 136,173

1928 186,726 ? 241,237

1929 255^966 ?
335,fi6

1930 255,070 ? 3W5I3
193 1 352,082 356,521 381,074

1933 420,698 4613696 ?

1933 390,188 456,278
?

There are obvious discrepancies in these figures. One explanation for the persistency of the

excess of exports from Cuba over imports into the United States is that some sugar is ware-

housed in bond, for later entry into the United States or for reshipment abroad. It is also

possible that some sugar computed as refined in Cuba polarized at less than 100 degrees on

entry into the United States and that there was irregularity in the weight of bags.

is Under "direct consumption" sugar, several other types besides refined sugar arc included.

The chief of these are: (i) turbinado a centrifugal sugar polarizing above 98 degrees, pro-

duced by turning steam into the centrifugals as the molasses is thrown oft; (2) bl&nqueado

raw sugar decolorized but not purified, by a carbon process; and (3) invert sugar syrup, an

acid solution of raw sugar rendered unfit for refining but useful in ice cream manufacture.

Cf, U. S. Tariff Commission, Report to the President on Sugar, cited, pp. 33-56, for discussion

of the increasing role of this latter form of raw sugar.
14 For further discussion, cf. p. 308 fF.
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some have done so in the past. A minor by-product, cachaza refuse

from the milling process is used as fertilizer by many of the older

mills.

3. Size and Ownership of Mills

Ignoring minor differences in final product, we may say that the

sugar industry in Cuba is still operated in a considerable number of

units, each relatively large. In 1934 cane was ground at 135 mills, as

compared with 176 in 1926. The crop restriction about to be discussed

has meant a drastic reduction in average output from 195,000 bags to

119,000. This average is still larger than that for any other producing

area in the world. One hundred sixty mills are still allotted quotas

under the Sugar Stabilization Law of 1930, and exactly half of these

had a basic quota of less than 60,000 bags in 1933 and were entitled

to manufacture up to that point in 1934 if they chose. The largest

output in 1934 was 706,860 bags from Central Preston; the smallest

was 4,576 bags from Central Santa Rita.

With possibly two exceptions the existing mills in Cuba are

privately owned, and with twenty-four exceptions this ownership

assumes corporate form under the laws of Cuba or some American

state. Many of these corporations combine more than one milling unit

under common supervision, which sometimes amounts to an extensive

pooling of the factors of production. This is especially true of mills

under American ownership, such as the Cuba Cane group which now

operates 12 mills, General Sugar eight, and Cuban-American six,

although there are at least nine Cuban family groups controlling two

or more mills.
15

In 1927 it was estimated that out of 175 active mills, 75 were

definitely American; 14 mixed Cuban and American; and 10 Canadian

or mixed Canadian and Cuban. 16 There were also some fifteen mills

owned by Spanish or French proprietors, and four owned by a British

national born in Cuba. Since that time there have been a large number
of transfers of property, including several important consolidations.

The situation has changed also with respect to the proportions in-

volved. Out of the 160 mills still regarded as "active/" seventy may be

15 The Falla heirs, of whom Dr. Viriato Gutierrez has been most prominent, seem to

control 7 mills; the Gomez Mena family, 5 or 6"; the Castano family of Cienfuegos, 4; Fowler
Brothers, 4; Galban, Lobo & Co., 4; Garcia Brothers, 2; Tarafa Brothers, 2 (consolidated from
6 or 7); and General Rafael Montalvo, and Marchena, 2 each. The first three groups were
founded by Spanish immigrants, but ownership has become Cuban by inheritance and residence.

The Fowler family was originally British.
1

Jenks, Our Cuban Colony, cited, p. 284, and p. 339, n. 3,
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classed as definitely American; five as mixed Cuban-American; twelve

as Canadian. Most of the other foreign mills have fallen to Cuban
heirs. Practically the same proportion of "active" mills is North
American-owned as in 1927; the proportion of those actually grinding,

however, has fallen from 42.8 to 40 per cent. On the other hand, while

in 1927 the North American mills produced approximately 62.5 per
cent of the sugar made in Cuba, in 1934 they produced 68.1 per cent.

Until the last two or three years most of the American-owned mills

belonged in legal theory to widely scattered security holders in the

United States.
17 "18 The processes of liquidation and reorganization

which have resulted from the enormous deficits piled up in recent

years have greatly reduced this number. More explicitly, the owners of

shares in the Cuba Cane Sugar Corporation, Punta Alegre Sugar Com-

pany, Cuban-Dominican Sugar Company, the Warner Sugar Refining

Company, the Atlantic Fruit & Sugar Company, the Beattie Sugar

Company, and the Cespedes Sugar Company, which controlled about

25 per cent of Cuba's sugar in 1925, have lost their original claims to

the property. They retain an interest only if they have been able to

make fresh advances of working capital. Bondholders and debenture

holders in these concerns have not fared much better. In some cases

they have received common stock in reorganized companies in place
of their former privileged position. With two or three exceptions it

seems certain that all companies with securities issued in the United

States will undergo a process of reconstruction.

The most spectacular of these transformations has been taking

place this year in the affairs of the largest consolidation of mills in the

island the Cuba Cane group. Most of these mills were sold at final

auction in February 1934 to a banking group headed by the Central

Hanover Bank and Trust Company for $4,000,000 and accrued interest

on this sum advanced at the time of an earlier reorganization in 1931.

The ten mills involved were carried on their own books at $64,097,-

398.61 before that reorganization, and had been valued at $19,839,-

803.81 before foreclosure. Similar action in the cases of what were the

Cuban-Dominican Sugar Corporation, the Beattie Sugar Company
and the Atlantic Fruit & Sugar Company has also reduced property
valuations and eliminated most classes of former security holders.

The Warner Sugar Refining Company, Cespedes Sugar Company,

IT-IS ihe Cuba Cane Sugar Corporation, which had the widest distribution o securities,

had 11,877 holders of common and preferred stock in 1922.
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Francisco Sugar Company, Manati Sugar Company, two subsidiaries

of the General Sugar Company, and the Ermita Sugar Company are

among the other American companies with securities distributed in

the United States that have been in receivership at least during the

past year. It is probable that some of these will be reorganized by

agreement with security holders.

It is difficult to say that more mills are actually now under the

control of banks than in 1927. It is believed that many which are not

directly operated by the banks have incurred such indebtedness that

their independence is menaced. At any rate bank ownership or opera-

tion is a striking feature of the present situation. Nine mills are con-

trolled by the National City Bank, eight of them through the General

Sugar Estates, Inc. The Royal Bank of Canada operates an even larger

number of mills, most of them through the Sugar Plantations Operat-

ing Company. It has sought to preserve title for original owners in

many cases, and has in other cases sought to reconstitute them under

individual control, with occasional success. The Chase National Bank

of New York, in addition to its interest in the new Atlantic & Gulf

Company and in Punta Alegre, has three mills on its hands. Other

bank-owned mills include Macareno, largely the property of the

National Shawmut Bank of Boston; Caracas and Amazonas, belonging

to the First National Bank of Boston; and Covadonga, in which the

Canadian Bank of Commerce has a one-third interest.

The American-owned mills in the strongest position financially are

those owned outright by American refineries or by holding companies

to which refineries belong. These include Cunagua and Jaronu, be-

longing to the American Sugar Refining Company; Preston and Bos-

ton, which belong to the United Fruit Company; and Chaparra,

Delicias, Mercedita, Tinguaro, Unidad and Constancia (A) 3
which are

the property of the Cuban-American Sugar Company. Hershey,
Rosario and San Antonio belong to the Hershey Corporation.
A striking feature of trends in ownership has been the tendency

for sugar merchants to sink from a prominence which they held as

late as 1926. Of the far-flung interests of the old Atkins firm, only their

pioneer mill, Soledad, remains in the hands of the family. The Rionda

family, principal partners in Czarnikow, Rionda & Company, long the

outstanding sugar dealers in New York and, through allied part-

nerships, also in London and Havana, are still interested in Manati,

Francisco, Eliay Tuinucu and Cespedes. The first three are in friendly
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receiverships. The last is in a tangle. The family has long since lost

control of the Cuba Cane properties. Cape Cruz is still owned largely

by Welch, Fairchild & Company. Two small companies closely allied

with the National Sugar Refining Company and Farr & Company,
sugar brokers Guantanamo Sugar Company and New Niquero Sugar

Company remain out of banker control or receivership.
Other American groups include two mills long owned by the Cuba

Company, subsidiary of the Consolidated Railways of Cuba; and two

acquired by Armour & Company in the course of collecting accounts

for fertilizer.

As a result of the current reorganizations, there is a perceptible
trend away from the corporate form and especially from the corporate
form which divorces ownership from management. The entrepre-
neurial function in the Cuban sugar industry is in a state of great

fluidity.

With few exceptions, sugar mills in Cuba have always been run

by private enterprise. This condition is as old as the sugar industry in

the West Indies, which was one of the earliest fields of production to

be organized on a capitalistic basis. Whatever the ultimate nature of

ownership in these enterprises, it seems likely that the forms of capital-

istic organization, at any rate, will be continued indefinitely. One or

two ccntraLes are at the present time being operated partly in the

interest of their colonos, as a result of bankruptcy proceedings on
behalf of badly disorganized groups of creditors.

Central Limones has belonged to the Cuban government for several

years, having come to it as partial security for deposits in the defunct

Banco Nacional. It has been operated intermittently on lease, but in

recent years its cane land has been leased for harvesting virtually as a

colonia for the Hershey mills. Its cane supply is deficient for its grind-

ing capacity; hence its lack of success cannot be regarded seriously

as an argument for or against government ownership. The suggestion
has been made that the government acquire some mills, and a decree

was issued in January, I934,
19

empowering it to bid actively at final

19 In Decree No. 102 of January 8, 1934, the Grau government modified the Cuban mort-

gage law so as to give the government an option to take over a foreclosure bid within 15 days
after the auction. It was believed that the government wished to take over the bankrupt Cuba
Cane properties by this decree- At the sale held on January 30 the only bidder was the mort-

gagee creditor, who bid in the property for $4,155,000, which represented the mortgage debt

at that time. The Mendieta government, which had meanwhile taken office, did not exercise

its option under Decree 102 and the court approved the sale on March 20. About April 10,

however, the government brought suit to nullify the court's approval, so that the government
might again elect to take over the properties under Decree 102. It contended that the notice

given to it of the results of the auction was defective. The mortgagees, it is reported, would
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auctions for bankrupt sugar properties. It is argued that it is public

policy to recapture for Cuban ownership some of the mills that have

been owned by North American interests; that it is undesirable for

them to fall into the hands of creditors or others at a fraction of their

former value; and that the government should control the operation

of some mills as a "yardstick" by which conditions of employment,

costs, etc., in other mills may be measured. There is no little merit in

the first contention, and the second is persuasive. The new operators of

bankrupt properties acquired at auction prices will be able to manu-

facture sugar under conditions highly favorable for profits, as com-

pared with other proprietors. It may be considered, however, that it

is in line with the best interests of the Cuban sugar industry to elim-

inate heavy overhead costs. It works no advantage either to colonos or

employees for mills to be handicapped in current financing by the

deadweight of exorbitant rentals, fixed interest charges and dispro-

portionate depreciation allowances. This reduction is an advantage to

the island and should not be unduly hindered by the government. It

seems unlikely that creditors will allow properties to go to final auction

in Cuba with the government as an active bidder. The "yardstick"

argument seems to be wholly inapplicable to the sugar industry, how-

ever valuable it may be when applied to public utilities engaged in

supplying services to domestic consumers. The Commission, finally,

is not convinced that any Cuban government in the near future should

add to its already enormous financial and administrative responsibili-

ties and to the tasks of social reconstruction which it confronts by

assuming the burdens of finance and enterprise for any part of the

sugar industry.

The bankruptcy of sugar enterprises does involve matters of public

concern, which may be discussed after an examination of the way in

which sugar manufacture is financed in Cuba.

4. Finance

The financing of a nineteenth century sugar plantation was simple.

The planter simply bought the place with his own accumulated funds

not have held the auction had they understood that the Mendieta government had any intention

of applying the decree. The institution of the government suit led the banks to refuse credit

to the foreclosed properties, thus paralyzing dead season activities. On receiving petitions from
colonos and others dependent on the Cuba Cane mills, the Mendieta government on July 3,

X934 appointed a commission of lawyers to report on the possibilities of winning the suit. On
July 23 the Cabinet, taking into account the report of the commission, voted to withdraw the

suit on the ground, among others, that it could not finance the purchase or operations of the

properties.
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or paid something down and gave a mortgage on the rest, which he

rapidly retired out of earnings. Dead season and crop activities were

financed, when necessary, by sugar merchants who contracted to

market the sugar when it was made.20 As the normal size of mills

has grown, however, the earlier modes of long-term financing have
become impossible for all but a very few mill-owners, and new agen-
cies have absorbed most of the business of financing the crop.

At the present time all but about thirty of the mills in Cuba are

owned by corporate enterprises of one kind or another. The stock

of most of the rest is owned by comparatively few individuals. During
the twenties, however, there was a tendency for many of the com-

panies to appeal to a wider investing public by public offerings of

bonds and, in some cases, of stock. This was particularly true of

companies which came under the control of great American banks

and security houses.

The activity of North American banks in the sugar business, how-

ever, did not start with these long-term financial operations. One of

the most useful functions of the Banco Nacional, which was closed

in 1921, was to begin the process of taking away crop financing from
the sugar merchants. As North American banks extended their

branches into Cuba they competed actively for this business and have

absorbed the bulk of it since the failure of local banks. Practically

every mill in Cuba requires loans to cover the usual dead season opera-
tions of planting and cultivating and to finance the crop as it is

harvested and milled. Dead season advances involve a speculation as

to the ability of the mill to grind and as to the worth of the sugar
when it is made. This is secured in many cases by mortgage on the

entire mill property, or on bonds covering it, in others by crop liens

which are a form of mortgage on the growing cane. In any case such

advances are a form of character loan based on confidence in the mill

management and in its ability to make a crop. Sometimes legal docu-

ments are dispensed with as unnecessarily awkward and expensive.

The practice is for crop loans to be replaced early in the grinding sea-

son by the pledge of sugar certificates.
21 The sugar as it is made also

becomes the basis for loans to pay mill employees and cane cutters

as the crop proceeds. One large group of mills, following a second

20 This method of financing was of course very expensive. Rates on advances ran as high
as 2 per cent a month and commissions on purchased supplies and sugar sales ran up to 5 per
cent.

21 This is a bank loan secured by bags of sugar in the warehouse which are represented by
certificates. Crop lien advances usually specify that this form of loan must replace them.
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bankruptcy and reorganization, has recently gone on a cash basis.

It sells sugar outright to meet its expenses and incurs none that it can

not pay for week by week. This is a far cry, however, from procedures

that have been common to most American companies and many Cuban

mills- It has not been unusual for $40,000,000 to be outstanding in

crop loans at the end of the calendar year, and for a larger amount to

be loaned on sugar security at the end of the crop. Any time that a

mill seeks marketing advantage by holding its sugar for future sale

it must borrow money on sugar in the warehouse or fail to meet

colono liquidations and payrolls. The rates on these loans have re-

cently averaged about 8 per cent, although occasionally higher rates

are heard of.
22

It was through their involvements in crop financing and loans for

new plantings that the commercial banks were chiefly drawn into the

problems of long-term financing, especially after the crisis of 1921.

It is correct to say that in many cases they made fresh loans, facilitat-

ing expansion, to protect previous advances. It is not correct, however,

to infer from this that many New York banks, caught up in the

enthusiasm of the Coolidge era, did not go into this business with

eagerness. They bought properties to combine with those which had

come into their hands through foreclosure, and issued securities on

them which they pressed enthusiastically on their investment clientele.

Bankers, as well as investors, have come to regard this activity as

unfortunate. The resulting over-expansion of the sugar industry, the

concentration of labor and capital in places where no sugar mills

should have been erected, the depletion of large areas of virgin forest,

and the ruthless business tactics employed by some bank-dominated

concerns have left the Cuban people a sorry recollection of the entry

of the banks into the sugar business.

5. The Sugar Martlet

The marketing of Cuban sugar presents a great diversity of form,

varying to some extent with the ownership, to some with the end-

22 A few mills continue to be financed by sugar merchants such as Galbdn, Lobo & Co. in

Havana and Lowry & Co. in New York. Others are financed by refiners. In one year the

Hershey Corporation, for instance, financed eleven mills, most of whose sugar it took for

refining. A very few mills, chiefly Cuban-owned, are financed out of family resources. Finally,

many mill-owners hedge their sugar on the New York Sugar Exchange or in the London
terminal market. Several bankers and other money-lenders insist on this procedure when
advances are made.
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products of manufacture. Some mills are affiliated directly with re-

finers, and some with other American manufacturers consuming raw

sugar. In such cases the "sale" is merely a bookkeeping transaction

within the organization. Other mills occasionally sell raw sugar direct

to refiners or to other consumers. The bulk of the raw sugar entering
the American market, however, is handled by a variation of the tradi-

tional method of marketing colonial produce a method already

clearly established in the marketing of sugar from the Dutch, British

and French West Indies in the seventeenth century and hence one of

the oldest institutions of modern capitalism. Briefly, this method con-

sists in selling sugar outright to a merchant in Cuba or the United

States, who thereby assumes all the marketing risks; or, alternatively,

offering it for sale through a commission merchant in New York with

a brokerage representative in Cuba, who deals at the risk of the owner
for a fee. There are some two dozen such brokerage houses in the

United States and Cuba, some of which have specialized for years in

this activity. Commissions which were formerly as high as 5 per cent

have in the last quarter century been reduced to a fee of l/s of one

per cent for sampling and grading and % of one per cent for the

sale. Since the broker's earnings depend on the price of sugar, it is to

his interest to make an effective bargain for his client. The great

shrinkage in the volume and price of Cuban sugar has meant reduced

earnings for these houses. Moreover, the result of mill consolidation

has been to concentrate the business in the hands of a few firms,

closely identified with the controlling banks and corporations. Several

American companies maintain their own departments for this work.

Cuban exports of refined sugar and other grades are marketed through
the same agencies that handle raw sugar.

Sale must eventually be made for most of the sugar to some one

of the dozen seaboard refineries along the Atlantic coast from Gal-

veston to Boston. A quantity now limited by the Jones-Costigan Act

may be sold as "direct consumption" sugar to bakers, candy and soft

drink manufacturers and ice cream makers. Some sugar, moreover, is

sold originally to "second hands" operators on the Sugar Exchange,

who take delivery of sugar in settlement of future contracts. These

operators are usually engaged in the sugar industry in some part of

the world, and must eventually sell their purchases to refiners. They

form, however, an extra link in the marketing process, which enlarges

the field of competition in the market from a short-time point of view.
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Cuban sugar sold outside the United States is marketed through
similar channels. It is the United States, however, that has been for

decades Cuba's principal market. Cuba has never sold much more than

a million tons directly to other countries.
23

During the twenties from

75 to 80 per cent of Cuba's sugar exports were to the United States. In

1933, however, this proportion sank to 57 per cent. Under the quota

arrangements for 1934, the proportion amounts to 65 per cent of the

sugar allocated quotas for export. Cuba's principal outside market is

Great Britain, with France, Belgium and Canada accounting for other

important contingents. The accompanying graph (XI) illustrates

these ratios, and indicates the striking increase in the proportions of

Cuban sugar taken by Great Britain. This is a relative rather than an

absolute increase. Substantially, however, Cuba has been able to main-

tain a position in the world market, while falling behind in the United

States.

GRAPH XI

Annual Cuban Sugar Export Ratios, 1922-1933
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The objective of marketing is disposal of goods at a price which
will bring the greatest possible advantage to sellers and buyers. The
price for Cuban sugar since the World War and until the last year or

23
Exports of refined sugar from the United States may be regarded as an indirect export

of raws from Cuba. These averaged 547,406 short tons from 1914 to 1920, and 449,940 tons
from 1921 to 1925. Since that time, however, they have declined to negligible proportions.
For the fiscal year I933~*934 they amounted tb about 60,000 tons.
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so has been based on the price obtainable in New York, cost and

freight paid to that point. The rise of the New York Sugar Exchange
in the twenties made it the most active market in the world, a market
in which sugar producers from Poland to Java hedged their sugar,
and therefore tended to fix the ruling "world" price.

24 The gradual

development of the quota system has brought about a complete separa-
tion of the New York price from prices for the rest of the world.25

Cuban sugar now sells at three distinct levels, each reflecting forces of

demand and supply in particular markets. There is a New York

market, affected only by sugar allotted a quota under the Jones-Costi-

gan Act; there is a "world" market largely determined by the free

sugar which may come to London and the demand for it in a few

importing countries; and there is a local market in Cuba, ranging a

few points below the price at which sugar is shipped to Europe.
26

Under the quota system, 60.2 per cent of the 1934 crop is marketable

at the American price level; 32.6 per cent at the world price; and

7.2 per cent at the local price. Any price change solely in the United

States, therefore, has a less than proportionate effect on the gross income
of Cuban mill-owners.

In the American market Cuba has usually encountered competi-
tion from three groups of producers: (i) from Puerto Rico and the

Philippines, selling duty-free to the same refiners and other consumers

with whom Cuba must deal; (2) from domestic beet-sugar producers,

cane-sugar mills in Louisiana and Florida, and Hawaiian raw sugar

producers who refine in California, all of these selling directly to the

American trade; and (3) potentially from countries which must pay
full duty to enter their products into the United States. The following
table indicates important changes which have taken place in the pro-

portions of American consumption of sugar supplied by Cuba, con-

tinental producers and insular areas respectively.
27

24 Sales on this exchange rose as high as 13,378,000 tons in 1927. This market is properly
a "hedging** market rather than a commodity market. Relatively little sugar actually changes
hands in the course of its transactions. By 1933 sales had dropped to 6,646,000 tons.

25 This discussion does not deal with other national markets, similarly shut off from a

world price system by devices analagous to those established in the United States.

26 Even before the quota system, Cuban producers did not actually sell all their sugar on a

New York c. & f. basis. Some sold at a price f.o.b. Cuba and others sold on a c.i.. basis,

especially to Great Britain (Le., the Cuban f.o.b. price, plus cost, insurance and freight to

London). Nevertheless these price levels were closely linked and fluctuated simultaneously.

Among the factors which affect the basis on which mill-owners sell may be mentioned a differ-

ence between ,the Anglo-American and the Cuban pound, difference in costs of commercial

drafts and possible losses in polarization.
27 U. S- Tariff Commission, Report to the President on Sugar, cited, p. 4. 1931 is the first

year in which the insular areas actually supplied more to the American market than Cuba*

192.9 is the last year in which Cuba supplied more than one-half the American requirements.
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PROPORTION OF AMERICAN SUGAR SUPPLIED BY

Period or Year Cuba Continental United States Insular Areas

1912-13 504 22.4 25.2

1914-16 49.2 24.0 25.6

1917-21 48.6 23.5 23.9

1922-26 56.2 19.4 23.0

1927-30 49.4 18.4 31.8

1931 37.2 23.6 38.6

1932 28.2 23.7 47-7

1933 25-3 26-6 47-9

1934 29.4 28.1 42.3

It appears from this table that insular production has steadily

enlarged its proportions. Cuba's share of the American market, which

increased during the early twenties, has since dropped to a point lower

than it has been for a century, with the exception of the period from

1895 to 1903.

The gradual curtailment of Cuba's market in the United States has

thrown Cuba back on the "world" market, where its interest is of

more recent standing, dating chiefly from the time of the World War.
And here, too, Cuba has found a narrowing field of action.

Sugar is produced, of course, nearly everywhere in the world. But

not all of the 26,000,000 tons which the world output of cane and beet

sugar averaged annually from 1925 to 1929 entered into direct, active

competition with the Cuban product. Approximately 65 per cent of

the world sugar crop is consumed at home, a proportion which is in-

creasing. Countries which produce practically enough to supply their

needs surround their producers with high tariffs, and maintain markets

only indirectly affected by external conditions. Moreover, much of the

sugar shipped from country to country is marketed under preferences
similar to those enjoyed by Cuba in the United States. This is espe-

cially true of the colonial possessions of France, Portugal and Japan,
and since the World War imperial preference has narrowed the range
of competition for the markets of Canada and the United Kingdom.
Subsidies of a direct sort are an old story in Europe. Since 1925 Great

Britain has subsidized home-grown beets, and more recently Crown
Colony cane. The Netherlands has just recently joined the ranks.

Scandinavian countries, British India, the Irish Free State, Turkey and
Persia are among those which have sought to remedy problems of

domestic employment and foreign exchange by encouraging produc-
tion within the last few years. Differential excises, differential

freights and tax exemptions are employed in addition to tariffs. Thus
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the active world market for sugar includes but a small proportion of

the world's sugar. In the late twenties it was generally accepted that

the "open market" could take care of around six million tons.
28 Great

Britain, British India, China, Canada, Japan, France and its North

African protectorates, Switzerland and Chile were the largest net

importers of sugar. The Far East was a special preserve of Java,

partly by reason of freight advantages, but even more because its final

product is a raw white sugar, the special demand for which is in

Asia.
29

The world economic crisis has reduced the "open market" to not

more than three million tons.
30 Countries which are parties to the

Chadbourne agreement have been trying to arrange quotas in a mar-

ket estimated at 2,600,000 tons. The surplus which any country in the

world produces in excess of its requirements must compete in this

narrowing market. Any unsold stocks, as they accumulate, tend to

depress prices, and slight fluctuations in the world supply may exert

a great impression on the "world" price for sugar.

There are special features of the sugar industry which make pro-

duction respond much less automatically to price recessions than to

price advances. It shares with many other highly industrialized fields

the problem of overhead costs arising from large investments in plant,

and with all commercial agriculture a similar problem arising from

improvements in land. So long as mere operating expenses can be met,

it is advantageous to continue to produce. But in the West Indies,

where cane grows for many years from ratoons without the necessity

for fresh planting, operating costs may be greatly contracted. More-

over, in Java, where plantings are annual, the growing of cane has

been part of an elaborate six-year cycle of crop rotation, linked with

the supply of food for the inhabitants, sugar being planted eighteen

to twenty months before the harvest. Thus the law of supply and de-

mand is materially impeded in its functioning in the sugar industry.

The West Indian sugar industry has seen enterprises die of financial

troubles for nearly three centuries. But mills remain and cane still

grows, while new enterprises come forward to carry on at diminished

28 p. c. Licht, Monthly Report on Sugar (Magdeburg, May 31, 1934), P- 5*1 G- Mikusch,

"Die Internationale Zuckerkrise und die Versuche zu Ihrer Losung," Berichte uber Land-

tvirtschffft, N. F. IX; 250-52.
29 This circumstance at the same time is a handicap to the movement of Java sugars to

s
Cf., in addition to references to Licht and Mikusch just cited, Mikusch, "Die Schrumpfung

des freiea Weltmarktes wahrend der letzten Jahre," Die Veutsche Zuckerindustrie (May 13,

I933)> PP- 4*8-30.
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capital costs. Hence when sugar prices fall, supplies of sugar do not

automatically decline.

The present depression in sugar dates from 1925-1926, when world

production overtook consumption. During and immediately after the

World War world production sank from 19,879,000 to 16,609,000

metric tons, according to the figures of Dr. Gustav Mikusch of Vienna.

Although cane sugar in Cuba, British India and various South Ameri-

can countries increased in volume, European beet-sugar production
fell from 6,259,000 to 2,568,000 metric tons. In the early twenties new
beet plantings began, but for several years consumption rose faster

than production at rates far above pre-war rates. By 1925, if the Soviet

Union is omitted from the picture, Europe had returned to its pre-war
level of production; its demand for cane sugar slackened consequently.

GRAPH XII

Raw Sugar Prices on New York Market

(monthly averages c. 6* /.)
PER POUNQ

I-SO
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But in the same year Puerto Rico, Hawaii and the Philippines together
soared beyond their former maximum production by half a million

tons; and Cuba expanded by a million. In a single year the world's

crop had grown by 20 per cent; and for the crop year 1924-1925 a

million and a half tons more sugar were produced than consumed.31

Prices fell steadily as markets took account of the situation. Cuban

sugar, quoted in New York around 2.83 cents at the beginning of

1925, sank to 1.95 on October 27, 1925, averaging 2.562 for the year.

To assist the reader in following these and subsequent price move-

ments, the graph (XII) on page 238 has been prepared.
Cuba managed to export nearly all the sugar it produced before

the end of December 1925, but at prices that meant net losses for

many mills, and lacerated feelings for enterprisers. Impressed by the

situation, Cuban producers and the Cuban government inaugurated
in 1926 a remarkable series of efforts to control the supply of sugar.

^-Lamborn Sugar Statistical Bulletin shows an excess of 1,886,000 long tons; Mikusch,

Gesckickte, cited, p. 41, gives 1,584,000 as the figures; H. S Prinsen Geerhgs, The Planter &
Sugar Manufacturer, March 16, 1929, pp. 201-2, says 1,943,000; J. W. F. Rowe, Studies in the

Artificial Control of Raw Material Supplies, No. 2 Sugar (London, London and Cambridge
Economic Service, Special Memorandum, No. 31, 1930), p, 17, has the figure of 600,000.

NOTE: Mr. Gruening and Mr. Buell do not agree with the statement on p. 230 that^
a

government-owned sugar central cannot be used as a "yardstick" in measuring the social

conditions which may be expected from the industry generally. Likewise Mr. Gruening and
Mr. Buell doubt whether the methods employed by the Mendieta government in the dis-

position o the Cuba Cane properties advanced the best interests of the country. Cf. p. 229,
footnote 19.



CHAPTER XI

THE SUGAR INDUSTRY UNDER CONTROL

The story of Cuban sugar control during the past nine years can

be envisaged without difficulty as an ancient tragedy, with the over-

expanded sugar industry as hero struggling against forces beyond its

control, Cuba has experimented with restricted production, delayed

production, and market quotas; it has had pools and cartels, single

sellers and a near valorization scheme; it has acted unilaterally and

has sought international cooperation; and it has experienced spasms of

complete laissez faire. Each resolute effort has seemed to lead the sugar

industry more inexorably toward its doom, or did so until changed

policies on the part of the American government restored some hope.

The drama has unfolded in two acts and an interlude. In the first act,

Cuba sought to bend the market to its desires single-handed. In the

interlude it allowed production to go its pace, and sought fitfully

through pools and a unified selling agent to make the best of the

ensuing situation. In the second act, it has sought international co-

operation by means of the Chadbourne plan to bring stability into the

market.

i. The Coming of Control^

The first steps toward control were taken in the spring of 1926,

under pressure of a movement of mill-owners and colonos which

originated in the vicinity of Sagua la Grande.2 This movement con-

vinced the government that unless the competitive race of mill ex-

pansion were checked, many Cuban-owned mills would close down,

municipalities would be stripped of revenues, and thousands of men
would be thrown out of employment. No government in Cuba cares

to face such prospects. The Verdeja Act, passed on May 3, 1926, pro-

1 For fuller discussion of the material of this section, cf. Rowe, Studies in the Artificial

Control of Raw Material Supplies, No. i Sugar, cited; G. Mikusch, Kuba> Haiti und Louisiana

als Zuckerldnder (Berlin, 1930); and G. Mikusch, "Die Internationale Zuckerkrise und die

Versuche zu ihrer Losung," cited, pp. 231-53. Current trade publications have also been

consulted.
2 Mikusch, Kuba, cited, pp. 31-32; weekly letter from Mendoza & Co., Commerce & Finance,

March 31, 1926. Restriction had been advocated in the preceding fall by prominent colonos of

Camagiiey and Oriente.

240
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vided a 10 per cent curtailment of the estimated crop for the current

year, and was supplemented by decrees which put an end to the cutting
of virgin forest for the extension of cane plantings. Under authority
of the same Act, the 1927 crop was limited to 4,500,000 tons and the

grinding date was delayed to January i.
3
Quotas were assigned to

individual mills roughly in proportion to the crops they had expected
to realize, and it was provided that the curtailment be distributed be-

tween the colonias of each mill in the same ratio. These measures

were partially responsible for a consequent rise in sugar prices, to a

point above 3 cents New York c. & f., for several months between
the end of 1926 and June 1927. But as the 1928 crop season approached,
it became clear that in rival producing areas expansion had not been

checked. Java had discovered its wonderful cane variety, P.O.J. 2878,
which was maturing for the 1928 harvest with a tremendous increase

in cane per hectare. European beet plantings were the largest since

the war, and for the moment the Soviet Union was a threatening
factor.

4

Under these circumstances Cuban policy came under the influence

of the dynamic Colonel Jose Tarafa, It was decided to solicit the

cooperation of other exporting areas in a common effort to limit pro-
duction and adopt positive measures for the marketing of Cuban

sugar. Again at the initiative of the government, although with the

approval of the organized mill-owners, the Sugar Defense Act of

October 4, 1927 set up two institutions to carry this policy into effect:

(1) A National Sugar Defense Commission to advise the Presi-

dent as to his duties under the Act, to prepare annual estimates of the

amount of Cuban sugar required in the United States and other coun-

tries, to recommend the degree and character of restrictions to be

adopted in any year for a six-year period, and to attempt to negotiate

agreements with other countries.

(2) A Sugar Export Company which all mill-owners must join as

shareholders, to control all sugar marketed outside the United States

3 The fixing of a delayed grinding date, which has been a feature of Cuban sugar control

for every year since this Act, was not calculated to reduce output at all. Rowe views it as a

concession to American interests. Actually it tended to mean a larger average yield of sugar
from cane, which does not achieve maturity until toward the middle of February, Competition
for labor and bank practices as to crop advances had tended to cause grinding to start as early

as the first of December in some districts. In the 1926 crop 79 mills began to grind before

December 31, 1925* The delayed grinding date favored high capacity mills, had nothing in

it for the colonos, and tended to shorten the crop season for workers and perhaps the volume
of employment as well.

4 It has been contended by some that the inauguration of Cuban control encouraged this

expansion. The Commission has not been convinced of the correctness of this argument for

reasons developed on p. 253. Cf., in this connection, Rowe, op. cit.f p. 667.
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and Cuba, to market any sugar entrusted to it, and to administer a

system of production quotas and destination certificates with respect
to individual mills and their colonos.

On the basis of understandings reached with Germany, Czecho-

slovakia and Poland, Cuba reduced its 1928 crop to 4,000,000 tons,
5

and divided this total into four contingents for marketing:
6
3,050,000

tons, plus a 25o,ooo-ton carryover were assigned to the United States

market; 150,000 for home consumption; 600,000 for sale outside the

United States and Cuba by the Export Company, and 200,000 for a

reserve. Although it was anticipated that the greatest difficulty would
be with the world market, the Export Company disposed of its quota
and its reserve without delay at prices well above 2% cents. In the

American market, however, there was another tremendous increase

in the supply of insular sugar. The company reduced the American

quota by 300,000 tons in June, but prices fell throughout the year,

averaging 2.38 cents in August as compared with 2.72 in January.
These conditions, together with other factors, worked a reversal

of public opinion in the sugar industry. The quota system deprived
mills owned by refining interests of their customary market advan-

tages. Large capacity mills in a good financial position saw their

advantages of lower unit costs wiped out to the benefit of smaller

mills with less adequate cane zones. Colonos, moreover, for the first

time saw restriction taking its toll of the cane fields, as nine million

less arrobas were accounted for in 1928 than the year before. They
complained that they had to bear all the agricultural risks involved in

leaving cane in the fields risks of fire, hurricane, flood, and loss of

weight of cane through drying up. Meanwhile their rents and interest

on advances remained the same.7 The grinding period, which
averaged 136 days even in 1925-1926, had been reduced to an average
of 87.5 days, partly by more rapid grinding. This increased productivity
of labor meant a shortened employment and coincided with a fall of

wages. Finally, the public mind focussed on the simple fact that while
Cuba had been restricting output by a million tons, the world total

production had risen half a million. It was erroneous logic to leap from
5 Long tons unless otherwise specified.
6 This agreement automatically lapsed when Cuba abandoned control in the following year.

It was the starting point, however, for continuous negotiations between the European parties
concerned, which greatly facilitated the formation of the later Chadbourne agreement. The
immediate practical importance of the discussions appears to have been the continuance of the
sugar cartel in Germany, the establishment of control in Poland and Czechoslovakia, and a
campaign for increased sugar consumption. Cf. G. Mikusch, Geschichtc der Intemationalen
Zuc^erkpnventionen (Berlin, 1932).

7 Facts About Sugar, 23: 615; Mikusch, Kuba, cited, p. 43.
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this fact to the conclusion that improvement would be brought about

by an unrestricted crop.
8

At the end of August 1928, however, export restrictions were lifted

for the balance of the year, and it was indicated that while the Sugar
Defense Commission would continue to function, there would prob-

ably be neither crop control nor organized marketing during the

following year. The announcement was made with much of the crop

unsold; and before plantings were completed in other countries. While
it was of political value, it cost millions to holders of Cuban sugar;

prices sank rapidly from 2.50 cents to an average of 2.07 in November.
As grinding commenced in January 1929 on the largest crop Cuba

has ever manufactured, the Americans became eager to take action.

New York bankers backed proposals to establish a voluntary selling

agency. Toward the end of March 1929 leading American corpora-
tions formed a Joint Foreign Sales Syndicate under the management
of Manuel Rionda.9

The success of this agency, which sold 600,000 tons of sugar by the

time of its dissolution on August 19, 1929, brought a fresh reversal in

sentiment among Cuban producers who had declined an invitation to

cooperate*
In May 1929 Colonel Tarafa emerged from retirement to urge

the establishment by law of a Single Seller for all sugar, with the

objective of eliminating competitive pressure of sugar on the market,

forcing Java to agreement by* challenging it in the Far East, and

recapturing for Cuba part or all of the preferential allowed by Ameri-

can reciprocity. Conferences in Washington with Senator Smoot and

others, supplemented by a somewhat ambiguous letter from Smoot,
10

convinced Tarafa that if Cuba did establish the Single Seller, cordial

relations would be maintained with the American beet interests and

tariff modifications injurious to Cuba would be prevented.
On July 26, 1929, in accordance with the Sugar Defense Act,

Machado issued a decree organizing mill-owners into a Cooperative

8 The great decline in sugar consumption involved in the world economic collapse could

not, o course, be foreseen at that time. Cuban production would have eventually been cut

below 3,000,000 tons in any event. There would not have accumulated, however, the vast

excess of sugar stocks in the market, which has been especially depressing on prices,
Q Willett & Gray,, April 18, 1929, p. 209. Rowe thinks that the private purpose of the

syndicate was to forestall a more radical move on the part of the Cuban government (op* cit.,

p. 30). It is a fact that a committee of the Cuban House sat weekly on Wednesdays from the

first of March to the end of May considering projects of all sorts, from nationalization of the

mills to the development of new manufacturing uses for sugar.

^Injorme presentado por el Coronet J. M. Tarafa. a la Comision Especial, nombrada por
la C&mara de Representantes para el estudio de la situation de la industria azucarera (Havana,

1929).



244 PROBLEMS OF THE NEW CUBA

Sugar Sales Agency, Inc.
11 This organization, directed by a board

elected by all mill-owners as shareholders in proportion to their out-

put, was to take over all unsold sugars remaining in Cuba as of August

31, 1929, and was to have entire charge of the sale of sugar in the

1930 crop, which was to be unlimited. No provision was made, how-

ever, for means to finance the crop. Mill-owners could not borrow

against sugar in the warehouse, for they were not free to sell if required
to make good the loan. The Single Seller owned no sugar and had no

borrowing capacity itself. Hence, mills without cash resources, which
had already mortgaged their properties to their full value, encountered

exceptional difficulties in meeting the expense of making the crop.

The marketing policies of the Cooperative Sugar Sales Agency
did not relieve this situation by turning sugar rapidly into cash.

12
Its

sales policy was too rigid for a market full of Cuban sugar; only a

little over 300,000 tons of the new crop was exported before the middle

of April. Under pressure of local sentiment, the Single Seller was
dissolved on April 14, 1930, and the 1930 crop released for private

marketing with the possibility of pledging it with banks for loans.
13

A flood of sugar released by dissolution of the Agency was partly

responsible for the collapse of prices which ensued. Basically the situa-

tion in the summer of 1930 went back to the factors responsible for the

failure of the Single Seller; imperfect organization, conflicting ele-

ments in the industry, inelastic sales policy, lack of arrangements to

finance the crop, and the onset of the general world depression. With

prices already at their "lowest since the Crusades" as an excited trade

publication put it the second interlude of a free market lasted scarcely
six months.

2. Chadbourne and After

The passage of the Hawley-Smoot tariff and the inauguration of

the Chadbourne plan opened the latest act in the drama of Cuba

sugar control.
11 Decree No. 1224, July 26, 1929, Gaceta Oficial, July 29, 1929.
12 The executive committee of the agency, elected October 23, 1929, consisted of Dr. Viriato

Gutierrez, Jose Gomez Mena, F. Gerard Smith, vice-president of Cuba Cane, W. H. Armsby,
vice-president of Cuban-Dominican, and M. L. Leonard, vice-president of Punta Alegre. A
memorandum from Galban, Lobo & Co. to the Sugar Export Corporation, in the summer of

1934, alleges that the Cubans advised a more active sales policy, while the American repre-
sentatives insisted on price maintenance. Delay in making decisions was caused by the fact
that American members would not act without express instructions from New York.

13 The most sympathetic discussion of the work of the Agency is in Mikusch, Kuba, cited,

PP- 55-56 based apparently on personal information from Colonel Tarafa. Mikusch points out
that from the first it aroused the bitter animosity of North American refiners. Rowe, cited,

PP- 33 -36 thinks it was dissolved none too quickly to save Cuban mills from complete
elimination.
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It is not the province of this study to dissect the peculiar circum-

stances under which American tariffs are customarily made. Nor can

the Commission attempt to deal with the much-discussed question o

the incidence of the sugar duty as between American consumers and
Cuban producers. It is a dogma in Cuba that tariff revisions upward
are subtracted from prices producers receive for their sugar,

14 and

except for short periods when customary supplies for the United States

have appeared low, it seems certain that for periods of indefinite length

some, at least, of the tariff falls on the Cubans.

PRODUCTION IN U. S. MAINLAND AND INSULAR AREAS *

(in long tons)

Total 2,318,825 3,452,811 4,452,545

Total American Consumption . 4,110,000 5,605,000 5,270,000
* U. S. Tariff Commission, Report to the President on Sugar, cited, p. 150.

Since 1903 Cuba has had reciprocity with the United States under

which its sugar enjoyed until August 1934 a preference of 20 per cent

over other foreign sugars. The effect of this preference has been that

since about 1910 Cuba could sell here all the sugar consumed in the

United States which could not be grown by domestic producers. But

so long as there were Cuban producers to compete with each other

for this privileged market, they could not sell sugar here for any more
than it would command in the world market. Since 1910 the effective

American tariff on sugar has been 80 per cent of the basic rates; at the

time the original reciprocity treaty was signed it implied a rate of

1.348 cents per pound on Cuban raws polarizing at 96 degrees. By the

Underwood tariff of 1914 this rate was reduced to 1.0048 cents. Since

!* Ellis, The Tariff on Sugar (Freeport, 111., 1933)9 succeeds in showing beyond doubt that

over a period of years prior to the Chadbfturne plan, Cuban sugar sold in New York duty-paid
for approximately the world price plus the duty. His further reasoning tends to show that

increases in duty are passed on to the American consumer. But his method of analysis throws
no light on the possible bearing of the American duty in those years on the world price through
its effect on Cuban production margins. Cf, also P. G. Wright, Sugar in Relation to the

Tariff (Washington, 1924), and The Cuban Situation and Our Treaty Relations (Washington,

1931), for extended treatment of the tariff on sugar. Wright reasons that the long-time effect

of tariff increases is to depress foreign sugar prices and lower foreign marginal cost of pro-

duction, and to raise Ameican sugar prices and raise the domestic marginal cost of production.
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the World War, however, until 1934 three revisions of the sugar tariff

have been made, all upward. The emergency tariff of 1921 raised

the Cuban rate to 1.60 in the midst of a catastrophic decline of prices;

in the following year the rate was raised to 1.7648; the Hawley-Smoot
tariff of 1930 fixed the effective rate at 2 cents. Indirectly, the effect

of these tariff changes has been greatly to stimulate domestic produc-
tion of sugar within the tariff walls, thus reducing the scope of Cuba's

market.

To be sure, the tariff is not the sole factor in this expansion.

Improved cane varieties have augmented cane production without

proportionate increase in acreage or capital investment. Domestic

unemployment has certainly fostered the beet crop in some areas, and

reclamation projects in others. The increasing heights of tariff pro-

tection, however, have raised the margins at which it was profitable
to produce cane and beets within the tariff wall, and have helped to

maintain large profits for many producers even during the depression.
The passage of the Hawley-Smoot tariff coincided with a general

slump in world sugar prices, which reacted unfavorably on the domes-
tic market, and the American duty-paid price remained at its former

level. Under these circumstances many domestic producers welcomed

suggestions which now came from Cuban interests for the introduc-

tion of some sort of quota system between important sugar areas, with

a view to stabilizing prices at a higher level. New York banks, with
millions of dollars outstanding on bags of sugar that seemed unlikely
to find a market, were especially eager that something be done to

relieve the situation. Some large American corporations were informed
that advances were at an end if the market for Cuban sugar was to

remain uncontrolled. Leadership came from an imposing New York

corporation lawyer, Thomas L. Chadbourne, who was himself heavily
interested as the proprietor of two Cuban mills. Under Chadbourne's

chairmanship a committee assembled in New York in August 1930

representing all the leading areas contributing supplies of sugar to

the American market with the exception of Hawaii. On August 26,

at the Hotel Biltrnore, those present approved a "Gentlemen's Agree-
ment/' substantially along lines proposed by Dr. Viriato Gutierrez.

By this agreement Cuba was to limit its exports to the United
States for the coming year to 2,800,000 tons, on condition that domestic
and insular producers would also limit production. On these condi-

tions, moreover, Cuba agreed to segregate from its current crop at

least a million tons to be marketed outside the United States over a
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five-year period, Cuba was to take the lead in convoking an interna-

tional conference of all non-American producers for the general stab-

ilization of world sugar prices.
15 This agreement proved not to be

binding on the American sugar producers, who declined to sign on
the ground that it tended to conflict with American anti-trust legis-

lation. Domestic producers, moreover, felt that compulsion was neces-

sary to insure the compliance of all. The Hoover administration had

only voluntary measures to suggest as a remedy for excessive produc-
tion. Nevertheless, the "Gentlemen's Agreement" was used as an argu-
ment by Chadbourne and his associates in securing Cuban legislation

to implement plans for a more ambitious control of the world sugar
market.

The legislative basis for what has come to be called the "Chad-

bourne Plan" was laid by the Sugar Stabilization Act, drafted in New
York City, promptly passed by the Cuban Congress and promulgated
on November 15, 1930. The principal provisions of this Act were as

follows: 16

1. 1,500,000 tons of sugar were to be segregated from the current

crop and turned over to a new Sugar Export Corporation, to be mar-

keted outside the United States and Cuba over a five-year period.
17 This

sugar was to be contributed by the various mills in proportion to their

production during the last crop. Where they had already disposed of

it, a corresponding amount was to be taken from their 1931 quota.
2. The segregated sugar was to be paid for at once by the issuance

of up to $42,000,000 in bonds. This bond issue, which eventually

amounted to $36,666,000, was to be secured in the first place by the

sugar, bought at $4 a bag; second, by a tax of u cents a bag on sugar

produced in Cuba during the next five years, or to the end of 1935;

third, by a further tax of 50 cents a bag for the succeeding five years,

if necessary; and finally by the unconditional guarantee of the

government.

3. The Act authorized the President to fix the quantity of any
Cuban crop, provided there were international agreements between

15 For text of this agreement and Mr. Chadbourne's address to rhe committee, cf. Willett &
Gray, August 28, 1930* PP- 427-8-

ie Gaeeta Qficial, Edition Evtraordinaria, November 15, 1930. A previous proclamation on
October 15 called for voluntary contributions to a pool of 1,500,000 tons o sugar, to be used

for segregation under the plan. On October 24 a further proclamation forbade the export of

sugar pending further legislation. Decree No. 1414, Gaceta Oficial, October 24, 1930.
17

Actually this sugar unsold from the 1930 crop amounted to only 1,300,000 tons, and this

was the amount ultimately provided for. The bulk of this segregated sugar belonged in the

first instance to bank-controlled groups, which had misjudged the market. The burden of

carrying this sugar was, however, shifted by the Act from these mills to the entire industry.
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producers; to fix it during five years at the request of 65 per cent of

the mill-owners who produced 65 per cent of the preceding crop; and

to fix a quota for the United States irrespective of such requisites.

4. Until December 31, 1935, no sugar could be exported from Cuba

without permit from the Export Corporation issued in conformity

with the law.

Subsequent decrees designated the eleven original members of the

Export Corporation, six Americans and five Cubans, with Chadbourne

as president, and authorized a commission headed by Chadbourne to

negotiate international agreements on behalf of sugar producers.
18

In the following May, the Tarafa Sugar Defense Commission was

dissolved and the Institute for the Stabilization of Sugar was estab-

lished, all-Cuban in membership, to sign international agreements
with binding effect on Cuba, and to act in other respects as the inter-

national personality for the organized sugar industry of the island.

Discussion of the functioning of these institutions and of other aspects

of the plan will be taken up at a later point.

From the first, it was hoped that the plan would embrace not only
the American domestic and insular producers, but also the major

sugar-producing areas of the world. Negotiations pursued by Chad-

bourne and associates during the winter of 1930-1931 were successful

in bringing Java, Poland, Germany, Hungary, Czechoslovakia and

Belgium into an international cartel with Cuba, which Peru (October

1931) and Yugoslavia (July 1932) later joined.

This International Agreement, signed at Brussels May 9, 1931 and

promulgated in Cuba by decree of July ir, i93i,
19 fixed definite export

limits for each of the powers for the next five years, subject to modifi-

cation upward only in case prices rose above 2 cents. In the second

place, excess supplies from the several countries were segregated to

be marketed over a period of years. The agreement provided in great
detail for increases of quotas in case the world price rose to stipulated

points above 2 cents so as to forestall a runaway market. Cuba accepted
the principal sacrifices under the agreement, reducing the crop from

4,700,000 to 3,122,000 tons. The original allocation of quotas for the

world market was as follows:20

18 Decrees No. 1533 and 1534 of November 17, 1930.
19 Decree No. 794, Gaceta Oficial, Edici6n Extraordinaria, June 13, 1931.
20 f International Sugar Council, Memorandum on the Aims and Provisions of the Inter-

national Sugar Agreement . . . (The Hague, 1933). For discussion of the Chadbourne plan,
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Cuba (long tons)
Java (metric tons)

Germany (metric tons)
Poland (metric tons)

Hungary (metric tons)

Belgium (metric tons)
Czechoslovakia (metric

Yugoslavia (metric tons)
Peru (long tons)

It was believed that since the Chadbourne countries then produced
some 52 per cent of the world's supply of sugar and provided three-

fourths of that available for the "open market," a decisive effect would
be made on price levels. The insular possessions of the United States,

the colonies and dominions of the British Empire, Formosa, the Do-

minican Republic and Mexico were important exporting areas not

included in the agreement. Moreover, there were several dozen coun-

tries partially or wholly self-sufficient as to sugar which the agreement
did not embrace.

In accordance with these agreements Cuba allotted marketing con-

tingents as follows for the 1931 crops: United States, 2,577,000 tons;

rest of the world, 395,000 tons; local consumption, 150,000 tons. There

was no difficulty in finding a market for Cuba's world market quota.
21

But consumption in the United States fell off at an alarming rate.

Supplies from beet-sugar areas and Hawaii rose to a marked extent.

On September n, 1931 the Cuban government granted permission
to hold over part of the American quota for export in the following

year; and 567,000 tons of unsold sugar from the American quota thus

remained in Cuba at the end of 1931. Prices, although more stable

than in 1930, averaged 1.38 as against 1*49 cents.

At the same time conditions in the world market were seriously

cf. J. C. de Wilde, "Sugar: An International Problem," Foreign Policy Reports, September 27,

I933J C- L. James, "International Control of Raw Materials Sugar," American Economic
Review, September 1931, 21:481-97; Mikusch, Geschichte der InternationaLen Zuc\erJspnven-
tionent cited.

21 Decree No. 186, January 31, 1931, Gaceta Oficitd, January 31, 1931, EdiciSn Extraordi-

naria. The decree explicitly stated that Cuba regarded itself bound by its pledge in the "Gentle-

men's Agreement/* And it deducted stocks in the hands of American refiners and importers
to the extent of 223,000 tons more than an assumed normal year-end stock of 300,000 tons

from the promised 2,800,000 in order to conform to it. The amount of sugar originally intended
for segregation was reduced by approximately the same amount. Cf. Decrees 1414 of October 24,

1930, 1519 of November 13, 1930, and in of January 20^ 1931, for circumstances under
which these surplus stocks escaped export control. The quota of 395,000 tons for "rest of the

world" was in addition to 260,000 tons of segregated sugar which are sold annually in the

world market by the Export Corporation.
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aggravated. European consumption was falling of? tremendously.
22

Far Eastern markets were demoralized by exchange problems and

domestic unrest. While the Chadbourne countries had decreased their

production by 800,000 tons, the world's total output had been rising

one million and a half, chiefly in the beet-raising countries of the

world* Not high prices but low ones were whetting the zeal of every

nation to encourage domestic production by artificial devices. The
first few months of the International Sugar Agreement, designed to

lighten the load of surplus stocks, had resulted in their doubling
from 2,049,000 tons to 4,i43,ooo.

23

In this situation, the first public opposition to the Chadbourne plan

appeared in Cuba.24 Colonos especially complained at bearing the

burden of a scheme which they had not sponsored and which meant

that half their cane must go uncut. The Cuban government made
use of this feeling to threaten withdrawal from the plan unless Cuba's

world market quota was materially increased and unless Java reduced

production. It was not until December 2, 1932, however, that prolonged

negotiations resulted in a supplementary agreement between the Chad-

bourne countries.
25 This agreement increased Cuba's unsegregated

export quota from 655,000 tons to 805,000, largely at the expense ipf

Germany, which had found special difficulty in marketing its allot-

ment. Java agreed to reduce its 1933 crop to 1,350,000 tons, as compared
with 2,750,000 in 1931 and 1,500,000 in 1932. Java's market has been

curtailed by the adoption of protective measures in British India, and
the sudden appearance of several dozen small sugar mills in that

country. Cuba agreed to reduce to 2,000,000 tons in 1933.
Meanwhile Cuba had manufactured its 1932 crop in the belief that

2,700,000 tons could find a market. In addition to the unsold sugar
22 Mikusch, "Das Internationale Zuckerabkommen nach dem neuesten Stande seiner Ent-

wicklung," Berzchte uber Landtt/irtschaft, XVII, 635-38, 1933, cites the following reasons for

consumption decline:

1. Decline in demand for luxury goods, as candy, fine pastries, use of substitutes.

2. General scarcity of money leading to narrowing of stocks, decline of speculative activities,

vanishing of invisibles.

3. Increased excises on sugar to increase revenues to provide for unemployed.
4. Impediments to international trade, embargoes, exchange controls, etc.

5. Striving for autarchy.
6. Loss of resources of speculative operators.
23 International Sugar Council, Memorandum, cited ; Mikusch, Geschichte, cited, pp. 62-63,

using metric tons, gives figures which show an increase from 2,330,000 at the beginning of

1930-1931 to 4,370,000 at its end.
24 Cf. Leopoldo Freyre de Andrade, La Intervention gubernamental en la industria azucarera

Cubana (1931)- Andrade had been manager and was at the time a large colono of Central

Jaronu. He was assassinated in 1933.
25 Text in International Sugar Council, Memorandum. Appendix, la. Cf. Mikusch, "Das

Internationale Zuckerabkommen nach clem neuesten Stande .seiner Entwicklung," cited,
XVII: 638-45 for an account of the negotiations.
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from the previous crop, 1,9565420 were allotted to the United States;
26

593,730 for export to foreign countries, in addition to the segregated

quota; and 149,850 for home consumption. But the American con-

tingent was again too large. The New York price, which was 1.15 cents

at the beginning of the year, sank steadily until it reached an all-time

low of .57 on May 31, 1932. Several large corporations had stopped

grinding in March before their quota was reached in order to prevent
further operating losses. In fact, Cuban mills in all produced 100,000

tons less than the quota. Yet at the end of the year the Export Corpora-
tion found a free stock of 826,224 tons of unsold sugar in the island.

American consumption continued to decline, and the United States

bought 325,000 tons more sugar from Puerto Rico and the Philippines
than in the previous year.

The price collapse was checked partly by a favorable turn in the

international negotiations, and partially by unilateral action in Cuba.

Decree No. 812 of June n, 1931 announced that the quota available

for export to the United States in 1933 would be the amount actually

exported there in 1932, less the entire Cuban carryover at the end of

the year and less excess stocks in Atlantic and Gulf ports, taking

300,000 as normal. Decree 901 of July 2 transferred 115,000 tons from

the current United States quota for shipment to other countries, in

accordance with a transitional agreement reached by the Chadbourne
countries at Ostend. On the same day, Machado made compulsory a

pool originally formed by leading American corporations, which seg-

regated 675,631 tons from the American market until December 31,

1932 or until the price of sugar rose to 1.50 cents for five consecutive

market days. At the suggestion of the Institute this segregation was

continued, by Decree No. 1386 of September 26, 1932, until June 30,

1933, with provision for marketing of the sugar in equal portions

during the balance of I933-
27

These measures brought the market out of its depths, without

restoring remunerative prices. By October Cuban sugar reached 1.20

in New York, thirty points above the world quotation. It had been

demonstrated that by rationing the United States Cuba could get "the

benefit of its preference/*

26 Decree No. 344, Gaceta Qficial, Edicion Extraordinaria, No. 9, March 26, 1932. The
Export Corporation recommended 2,350,000; the Institute recommended 3,062,257. A referen-

dum o mill-owners in March showed 61 representing 82 mills with a 1931 output of 12,750,557

bags in favor of the former figure; 75 representing 83 mills with an output o 8,779,332 bags
in favor o the latter.

27 Only about 561,000 tons were involved in the extension, as the rest had been sold for

future delivery*
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Moreover, the supplementary international agreement had borne

fruitful results. For the first time in the 1932-1933 campaign a check

was given to the mounting surplus stock. Cuba exported 500,000 tons

more than it produced. Java prepared to cut its production more than

half to about 600,000 tons; Germany was producing half as much as

in 1929-1930. Poland and Czechoslovakia had made enormous reduc-

tions. The Chadbourne countries were producing 6,360,000 tons as

compared with 13,034,540 in 1928-1929. But during the same time the

non-Chadbourne countries had been increasing their production from

two to two and a half million tons, and now produced more than

70 per cent of the sugar of the world.

Yet the International Agreement could not be regarded as a suc-

cess in the summer of 1933. It had been devised professedly to relieve

the world market of surplus stocks and to raise prices. Up to the

summer of 1933, when the altered Cuban policy of the New Deal

brought a fresh factor into the situation, these aims had not been

realized. Until June 1933 the price of sugar had only once risen as

high as it was when the Sugar Stabilization Law was enacted. As for

surplus stocks, while the European parties to the agreement had dis-

posed of their segregated quotas, Cuba and Java had even larger
balances than when they started.

28 The first few months of the Chad-
bourne agreement coincided with such an increase in visible stocks

that, even though there had been some relief, on August 31, 1933

they amounted to 650,000 tons more than they did on the same date

in I930.
29 This situation developed in spite of tremendous readjust-

ments in the original production quotas, supplemented by various

supplementary pool segregations and cartel devices in the several

Chadbourne countries.

The weakness of the International Sugar Agreement of 1931 was
that it embraced only the more necessitous countries, those exporters
of sugar which were most dependent on the world's free markets. Had
it included countries which produce but do not export large quantities
of sugar, it seems highly probable that the sharpness of the fluctuations

in prices might have been averted. But their non-inclusion, as well

as the frustration of the Chadbourne plan, must be attributed to the

rapid strides which neo-mercantilism has been making in most of

the countries of the world. The principal consuming markets have

apparently preferred to buy domestic sugar at great expense than to
28 Cf. International Sztgar Council Doc. C. D. 242., "Memorandum on the Aims and Provi-

sions of the International Sugar Agreement" (The Hague, 1933),
29 B. W. Dyer & Co., statistical supplement to The Sugar Index, February 13, 1934*
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depend on external supplies. The lower prices have fallen, the more

eager most countries have been to raise tariff barriers and disgorge
subsidies o various sorts in favor of domestic producers.

30 Thus the

very failure of the Chadbourne plan in its price objectives produced
fresh impetus for further opposing forces.

It is natural to suppose that there is a causal connection here that

had the Chadbourne plan not restricted sugar production in certain

countries their position with respect to the rest would now be a great
deal better than at present. This connection, however, can in no way
be definitely shown.31 Would prices have fallen less rapidly without

the Chadbourne plan? No one can suppose that.
32 Would there have

been less economic nationalism in the world without it? Is it because

of the plan, for instance, that British India has been fostering the rise

of new sugar factories? This seems exceedingly doubtful. It may be

that the adoption of the plan had a psychological effect on non-partici-

pating groups, steeling them to resort to political means in resistance.

This is the most that can be said. In the eyes of Cuban public opinion,
the Chadbourne plan suffered from the fact that it had originated
with New York financial interests. Nevertheless, given the interna-

tional economic position of the sugar industry, the policy of seeking
to control sugar by international agreement must be regarded as sound.

As Mikusch puts it: "During the last ten years in the sugar industry

selection has been determined not by the degree of efficiency but by
the degree to which an industry has been fostered by its government."
The original Chadbourne plan was, however, based on serious mis-

calculations, and aroused hopes which could not be fulfilled.

3. Cuban Administration of the Quota System

It remains to examine the quota system in Cuba as affected by the

Chadbourne plan, and the effects of its operation on various interests.

In the first place it must be noted that the institutions set up by
the Sugar Stabilization Act to speak for the sugar industry of Cuba
are not elected by the participants in the industry. They are designated

by the President. Some attempt is made to select representatives of
30 Austria adopted a sliding scale of sugar duties to rise automatically as sugar fell in price.
51 Cf. Mikusch, Berickte itber Lcmdwirtschaft, cited, April 1933; Mikusch, "Waren Kuba

und Java ohne Ernteeinschrankung in einer besseren Lage?" Die Deutsche Zuebermdustne,
October 28, 1933, pp 839-41; also c. reasoning of Rowe, op. cit., pp. 6-7, on effects of earlier

restriction, as well as C. J. Welch, "Has Cuban Crop Restriction Caused Others to Expand?"
Commerce & finance, May 16, 1928, p. 1092,

s* On the other hand, would they have fallen further? This seems unlikely. But they
would probably have remained at the minimum levels longer.
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different ownership groups, and one place in the Export Corporation

and two in the Institute are filled by colonos. The policies of both

bodies are subject to presidential veto; and they have not been wholly
indifferent to die public opinion either of the industry or of the country

as a whole.33 Thus both institutions are relatively autonomous in their

functioning. The Export Corporation performs its administrative duties

with a high degree of efficiency.
34 For the first time the quota system

has been administered in accordance with rules formally drafted and

published and strictly enforced.
35

Quotas were allotted in the 1931 crop on the basis of 63.08 per cent

of the average actual production of various mills for the two preceding

years. The same mills continue to receive quotas, whether they use

them or not. The assumption is that they are in condition to grind,

that they have not been dismantled, and the Export Corporation may
require them to grind some cane to prove it. Quotas since 1931 have

been assigned on what was thought to be a more scientific basis.

A detailed census was taken in 1931 of cane acreage, varieties of cane,

and yields, embracing each mill and colono. Inspectors were sent into

the fields to check the accuracy of returns made to questionnaires.
36

The results of this census have been given a weight of 50 per cent

the average for 1929 and 1930 constituting the other 50 per cent in

determining quotas for 1932 and 1933. In 1934, however, this basis

was employed only for mills which had a quota in excess of 60,000

33 The Cuban members o both bodies, for instance, resigned after the revolution of

August 1933. In filling the places on the Export Corporation subsequently, the Grau govern-
ment received a panel of nominees from hacendados and colonos.

34 Critical comments made on the use of New York as the selling point for the Corporation
sugar have recently brought about the curtailment of the selling agency formerly maintained
there. Other criticism as to extravagance in travelling allowances do not seem to be fully
justified.

35 Quota allocations in 1927 and 1928 were made in the office of the Secretary of Agricul-
ture, and were subject to considerable pressure. Analysis of a constant sample of mills including
all identified as American at present indicates that the mills in the sample were allotted the

following proportions of the total crop quota in various years:

Year Per Cent

1926 71.2

1927 64-8

1928 68.3

1931 67.75
1932 67.6
1933 67.5

1934 61,7

These computations suggest that allotments were highly consistent except in the years 1927
and 1934- Cf. p. 241 for an explanation of the drop in the latter year. Rowe, op. dt., pp. 22-23,
conies to the conclusion that the assessments from 1926-1928, while more liberal to Cuban
mills, did not discriminate between American mills and that discriminations were of very
light importance.

36 Cf. Cane Census Act of May 14, 1931.
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bags in the preceding crop. Other mills were designated as "free"

and entitled to grind up to 60,000 if they could.37

Regulations provide for two kinds of transfers of quotas, which

may take place only with the knowledge and approval of the Corpora-
tion. In the first place, mills which do not wish to grind all or part of

their quota are permitted to dispose of their privilege before a given
date. In 1931 this transfer could be made freely, unaccompanied by
the sale of cane covered by the original quota, provided no hardship
was worked to colonos of mills in question.

38 This enabled mills with

insufficient cane to fill their quotas to obtain income by the sale of

their privilege to others.

Ostensibly to provide more adequate protection for colonos and to

guarantee that a portion of their cane would be ground, the 1932 and

subsequent rules have provided that production quotas may not be

transferred without cane. These provisions would seem to check any

tendency for sugar production to be shifted away from the areas it

occupied in 1931 and to prevent its concentration in large capacity
mills. On the other hand, it has been argued in a recent memorandum
from Santa Clara mill-owners that the tendency is just the other way.
Mills unable to make their quota because of inability to keep up
their cane zones must now surrender unutilized quotas* without com-

pensation to more fortunate centrales.

There are always mills which cannot or do not wish to produce
their quota and are unable to transfer it under the rules. In 1931 and

1932 the resulting unutilized quota was redistributed more or less by

bargaining power and pull, with preference to mills in the same prov-
ince or belonging to the same interest. Under the 1933 and 1934 rules,

however, unfilled contingents have gone into a "pool of quotas," to be

distributed between mills in predetermined classes. In 1933 mills were

classified in accordance with their original production quotas. The

pool was to be distributed to each in turn, commencing with mills

under 50,000 bags, until the 1932 quota for each was reached.39 In 1934,

however, distributions were made only to the quota mills, exclusive

of those given the free crop of 60,000 bags. There were approximately

2,500,000 bags divided up in successive distributions, largely to mills

at the eastern end of the island.
40

37 Cf. pp. I4> 299-
38 Decree No. 296, February 28, 1931, Gaceta Oficial, March 2, 1931,
89 Actually there were only 75,538 bags to divide up in this way.
^Colonos are expected to grind cane where they ground it in 1929 and 1930. They are

permitted to transfer to another mill under certain conditions.
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In the second place, mills may also transfer their marketing quotas.

Each mill is given certificates covering its sugar as warehoused or

mortgaged, which distribute its output proportionately between the

different markets into which the total quota for the island is divided.

Mills lacking facilities for marketing local consumption sugar, for

instance, may trade their quota for this market to others in return

for sugar that may be sold in the United States or Europe. Other

sugar is similarly transferred in order to make up cargo lots; and

some mills, such as those connected with refining interests, find it to

their advantage to concentrate on a single market. A small business

has sprung up of brokers who bring buyers and sellers of market

quotas together.

An annual feature of the administration of marketing quotas has

been the tendency to overestimate the requirements of the American

market. As a result there is a special carryover from each crop, which

depresses the market. By the first of 1933, this non-Chadbourne carry-

over amounted to 826,224 tons, whereas Cuba had disposed of only

510,000 tons of Chadbourne sugar.
41

During 1933 Cuba exported

400,000 tons more than it produced, and reduced its surplus stocks for

the first time since they rose in 1930. Cuba, however, has not yet been

able to rid itself of all this abnormal carryover, the result of excessive

optimism in the fixing of the first year Chadbourne quotas. Eighteen

per cent of the American quota for 1934, for instance, was segregated

on March 7, 1934
42

for shipment after this year or when the Corpo-
ration indicates. It appears that it would have been more in accord

with the Chadbourne philosophy had an amount of sugar for the

American market been turned over to the Export Corporation in the

first place for sale over a prolonged period of time. It is not necessary

to regard all carryovers as abnormal, as Cuba was inclined to do during

the early stages of restriction. When excessive, however, they handicap
the effectiveness of the quota system.

It has been a matter of unfavorable comment in Cuba that one of

its most powerful institutions the Sugar Export Corporation is

under American control. It may be pointed out that the American
41 We have remarked that in 1932 a "pool" was formed to relieve prices by taking this

sugar temporarily off the market. In 1933 there was a further pool, arranged by some o the

large Americaa producers, which was granted marketing priority by Machado ahead of sugar
to be produced in 1934. This priority was generally regarded as unfair to other producers and
was abolished by the Grau administration. The sugar in question was penalized by the same

decree, which provided that it could not be exported at all except at a price of $4 a bag or

more. This provision was repealed by Decree No. 718, March 7, 1934* at the recommendation
of the Export Corporation.

42 Decree No. 717.
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majority is in conformity with the distribution of ownership in the

sugar mills. If the colonos' share in the ownership of land and crops
is taken into account, however, the American preponderance appears
to be unjustified. In any case, division in the Export Corporation is

rarely along strictly national lines. A more serious feature of the pre-

ponderant American membership has been the fact that many Ameri-
cans regard themselves as limited by instructions, or lack of them,
from New York. It is charged that some of them have never appeared
at a meeting of the Corporation, but have been represented by proxy,
and that at times as many as five proxies at the Corporation board are

voted by a single individual. It is difficult to see how this sort of par-

ticipation in Corporation affairs brings to bear on them the full degree
of individual attention and responsibility which membership should

involve. At the present time, moreover, the American members are all

closely identified with one or two out of the numerous groups of

interests engaged in producing sugar, and these interests are those

whose recent financial experience has been especially disastrous. The
Commission suggests that the Corporation be reorganized to meet

these criticisms.

No serious fault can be found with the business management of the

Corporation. It took over 1,300,000 bags of sugar under the terms of

the Sugar Stabilization Law at $4 a bag (1.23 cents a pound) slightly

below the price prevailing in the market and higher than they have

averaged since the law was enacted until the American tariff reduc-

tions of 1934. It has sold its annual quotas at prices as good as or better

than the average annual prices in the London market. This reflects

no little marketing skill.
43 The losses incurred by the Corporation on

its sales have been inevitable in view of the optimistic price at which
its sugar was bought. Moreover, it has compensated for these losses in

part by profits on the purchase of Sugar Stabilization bonds in the

market at about 75 per cent of par value. The activities of the Corpo-
ration and Institute have been expensive, and seem likely to amount
to a million and a half dollars by the end of 1935. Part of this is

covered by the proceeds of $666,000 of bonds issued to provide working

capital for the Corporation. Eventually, however, it must all be paid
for out of revenues devoted to bond redemption. Unless world sugar

prices double in 1935 it seems likely that the Corporation will fail by

approximately $8,000,000 to complete redemption of its bond issue

48 The 1931 quota was sold at an average of 1.23063 cents when the average warehouse

price in Cuba was 1.13; the 1932 quota brought .82029 as compared with .72; in 1933 incom-

plete reports show sales at an average price of .85732 as compared with an estimated .86 cents.
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by the time it has marketed all of its sugar at the end of 1935. The

present n cents a bag tax, which does little more than cover bond

interest and expenses, amounts to only $1,500,000 at present produc-
tion levels. Hence, either this tax will need to be continued for five

years, or the 50 cent tax stipulated in the original law must come into

effect for 1936 at least, to liquidate the bonds.

The financial features of the Chadbourne plan have been freely

criticized in Cuba. The striking effect of the original bond issue, based

on segregated sugar, was to relieve the banks of the burden of existing

advances secured on the unsold sugar, and to furnish them with more

negotiable securities in place of many of their sugar loans. The man-

aging banks, moreover the Chase National and National City have

been able to earn good commissions on the handling of bonds and

related financial transactions. On the other hand, it may be argued
that had the banks not been relieved of sugar loans in 1930, they would
have been much more hesitant in extending credit in Cuba to finance

subsequent crops. It seems reasonable to suppose that, while the seg-

regation of sugar has cost the mill-owners of Cuba and their colonos

several million dollars in Chadbourne taxes and possibly as much for

warehousing, some of them would have lost even more heavily from
the complete demoralization of the market had the sugar been forced

into the market for what it would bring. True, such a situation might
have precipitated revolution earlier in Cuba. The balance cannot be

struck between cash items and social and political imponderables.

4. Sugar and the New Deal

Under the Roosevelt administration the United States has adopted
a new policy with regard to Cuba. This policy rests on the belief that

Cuba is an important market for American goods and that this market
will thrive only if Cuba acquires sound social, economic and political

structure. In view of the great shrinkage in American exports to Cuba,
the rehabilitation of the Cuban sugar industry consequently became
an important item in American policy. Even before this policy could
assume effective form, its anticipation reacted favorably on the sugar
market. New York prices rose steadily from .86 cents at the first of

March to more than 1.50 cents from July to September, and a marked
spread developed between the New York and the London price for

sugar.

One of the first attempts to deal with the sugar industry was the
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effort to negotiate a voluntary marketing agreement between repre-
sentatives of the principal areas contributing to the American market.

This procedure was legalized by the Agricultural Adjustment Act,

and hearings took place during the summer of 1933 with a view to

bringing about a type of voluntary control which would be satisfactory

to all concerned. The agreement finally reached was imperfect in

many respects and did not deal as generously with Cuba as the Wash-

ington administration had hoped. It was discarded at the end of Sep-
tember 1933, however, at the insistence of Secretary Wallace, on the

ground that it did not sufficiently protect the interests of American

beet-growers as distinct from the sugar manufacturers.44 An entirely

fresh approach to the problem was sought, and in the spring of 1934
the Agricultural Adjustment Act was amended by the Jones-Costigan

Act, which placed full control of the sugar industry of the United

States and its possessions in the hands of the government.
The principal features of the Jones-Costigan Act 45 are as follows:

1. Sugar is declared a basic commodity under revised terms of the

Agricultural Adjustment Act,

2. The Secretary of Agriculture is authorized to fix quotas in excess

of which no sugar may be imported, transported or processed in any

year from the Virgin Islands, the Philippine Islands, the Canal Zone,

Samoa, Guam, Cuba, Hawaii and Puerto Rico.

3. A quota of 1,550,000 short tons is fixed for the continental beet-

sugar area and 260,000 for Louisiana and Florida.

4. Other quotas are to be based on the amounts imported into the

United States during the three most representative years from each

region, 1925-1933, as compared with the estimated current consump-
tion requirements of the United States. In case the estimates are exces-

sive, deduction is to be made pro rata from the non-continental quotas.

In case either estimates or requirements run over 6,452,000 short tons,

30 per cent of the excess is to be allotted to continental producers
before quota increases are granted to insular producers.

5. "Direct consumption sugar" is defined as any sugar manufac-

tured or marketed in the United States "for any purpose other than

to be further refined," Cuba is allowed to bring in not more than

22 per cent of its total quota in sugar as thus defined. Other insular

44 It is probable that the American recognition policy with respect to the Grau regime was
also a factor in preventing a favorable agreement. Secretary Hevia made an unsuccessful

attempt in November to arrange a simplified voluntary quota plan.
45 73rd Congress, H. R. 8861, approved May 9, 1934.
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areas may introduce such sugar up to the amount in their largest year

for the three-year period, 1931-1933-

6. A processing tax not to exceed the amount by which the Presi-

dent may reduce the net duty on Cuban sugar is levied on direct

consumption sugar resulting from the first domestic processing. The

proceeds of this tax are to be paid to domestic beet and cane producers

to compensate for restricted acreage, and for the benefit of agriculture

in the insular possessions.

Shortly after the passage of this Act, the A.A.A. announced the

following quotas:

Quota Quota
Area (short tons) (long tons)

Continental beet areas 1,556,166 1,389,434
Louisiana and Florida 261,034 233,066
Hawaii 917,000 818,750
Puerto Rico 803,000 716,964

Philippine Islands 1,015,000 906,250
Cuba 1,902,000 1,698,214

Virgin Islands 5,000 4*464

Full-duty areas 17,000 ^5^7^

Total 6,476,200 5,782,320

At the same time that the Act was passed, President Roosevelt

availed himself of his tariff reduction powers and ordered the basic

tariff on sugar lowered from 2.50 cents for 96-degree sugar to 1.875.

This automatically reduced the duty against Cuban sugar from 2 cents

to 1.50. Both the Act and the tariff reduction went into effect on June

8, 1934. Philippine sugar in excess of the quota for 1934 had already
been shipped to the United States. Puerto Rico was the principal

competitor left to Cuban sugar, and its quota was largely filled. The
New York price for Cuban sugar, therefore, advanced rapidly to about

1.70 cents and freight. Both the quota and the tariff reduction are

believed to have been discounted in advance by price changes.

Meanwhile, negotiations had been proceeding between the United
States and Cuba since May 1933 looking toward a general revision of

the reciprocity treaty. These negotiations had been delayed by a revo-

lution in Cuba and the American recognition policy, but finally re-

sulted in a new trade agreement signed at Washington oij? August
24, 1934, which became effective on September 3. By this agreement
the United States increased the preference enjoyed by Cuba as to sugar

duties, so that the rate on 96-degree raw sugar from Cuba became
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.90 cents per pound. Cuban sugar was also indirectly benefited by a

reduction of the duty on Cuban rum from 4 to $2.50 a gallon.
It is by no means certain that Cuba can obtain the full benefit of

these tariff changes and of its share in the quota system. But assuming
that it will, the probable monetary advantages which have been granted
Cuban sugar producers by the Roosevelt administration may be calcu-

lated.
46 In the first place, the Jones-Costigan Act enables Cuba to sell

about 300,000 short tons more in the American market than it was able

to sell in 1933. This amount is still 1,100,000 tons less than Cuba sold

the United States on the average from 1927-1930. Moreover, the plan

represents an increase of 1,400,000 tons on behalf of American domestic

and insular producers over their average for 1927-1930. Nevertheless,

Puerto Rico and Philippine imports have been reduced by 600,000 tons

as compared with 1933. And without such reduction imposed by the

quota Cuban sales would have presumably been that much less. On
the basis of the average price in New York for the 1933 crop, Cuba's

direct advantage from the quota plan may be computed at about

$6,000,000 over last year if account is taken of its increased exports, or

at about $13,000,000 if the excluded insular sugars are taken into

account.

In the second place, the reduction in the general sugar tariff oper-

ative on about 77.5 per cent of Cuba's 1934 quota may bring a benefit

in the saving of duties this year of about $11,000,000 and in subsequent

years of $14,000,000.

In the third place, the new trade agreement providing for a second

reduction in the Cuban sugar duty computed on about 46 per cent of

Cuba's 1934 quota may bring a benefit this year of $10,500,000, with

a chance to secure $22,800,000 in later years.

Whether the introduction of the quota system, by reducing supply
to the level of demand, has had indirect effects on the level of sugar

prices in the United States is a doubtful question.

On the other hand, Cuban producers interested in the export of

"direct consumption" sugar to the United States have been injured

by the limitation of their share in the total Cuban quota.
47

Moreover,

at least one regulation of the A.A.A. does not work to Cuba's ad-

vantage. This is the provision that quotas shall be computed in the

46 This discussion does not attempt to appraise the benefits of the new trade agreement as a

whole to the respective countries. Presumably many o the provisions will be o mutual

advantage to consumers. Increased exports to Cuba made possible by lower duties will probably
add to the revenues of the Cuban government. For discussion of devices by which Cuba is

seeking to obtain the full benefit of the reduced sugar duties for its producers, cf. p. 295.
*7 For further discussion, cf. pp. 309-311.
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case of Cuba not from the time of physical entry of sugar into the

United States but from the time when it pays duty. This may take

place after it has been held in the warehouse several months. It adds

considerably to the uncertainties of Cuban shippers in seeking to adjust

their shipments to the available American demand. It is impossible

for administrators of sugar control in Cuba to determine from then-

own data just how much exported sugar becomes an "import" into the

United States under the quotas, or to guarantee that a given shipment

may not exceed it.

These calculations have necessarily been hypothetical. They tend

to show that the new American policy is bringing a benefit of from

25 to 32 million dollars this year and may result in an advantage of

nearly 50 millions if Cuba secures the same quota in 1935. This is

more than all of the Cuban sugar sold in the United States has brought

in any year since 1930; more than its entire crop brought in 1933.

Thus the Cuban sugar industry has been given a reprieve by the

successive acts of the Roosevelt administration. It is not too much

to say that had production continued to expand on American territory

for a year or two longer at its recent rate, no room at all would have

been left for Cuban sugar in the American market. Because of this

uncertainty as to the future, Cuban mills have carried on virtually

no dead season work at all during the past several years. In the

summer of 1934 fields were so depleted that many mills could not

meet the- quotas allocated them by the government.

During the past three seasons the excess cane supply was so large

that it would have been futile for mills to do much cultivating, and

owing to uncertainty as to the future there has been relatively no new

planting. Meanwhile hurricanes in some parts of the island have de-

stroyed cane fields; excessive rains have destroyed otters; some cane

has grown so dry and choked with weeds that it cannot be cut at

all and has to be burned. The Export Corporation computes that

58.06 per cent of die cane existing in 1932 has been lost. As a result

of this combination of factors, the fields are so depleted of cane that

it is now necessary for every mill in Cuba to embark on a full program
of cultivation and replanting if it is not to fall hopelessly behind its

quota during the next two years. It is improbable that Cuba can

produce more than two million tons in 1935.

Nevertheless the new American sugar policy does not guarantee

immortality to the Cuban sugar industry, nor even permanent recovery

from its disorders. The Jones-Costigan Act expires by its own terms
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in May 1937 a^d m*y be terminated "whenever the President finds

and proclaims that the national economic emergency in relation to

agriculture has been ended." Moreover, the increased preferential to

Cuban sugar in the new reciprocity agreement expires automatically
with the quota system. The Commission believes that the treatment
accorded Cuba under the quota system and the tariff reductions, while

generous, should be given a more permanent legislative basis if

possible. On the other hand it recognizes that the readiness of any
American administration to perpetuate these arrangements will depend
in great measure on the use which Cuba makes of the benefits which
it has received*



CHAPTER XII

SOCIAL ASPECTS OF THE SUGAR INDUSTRY

The profound effect o recent developments in the sugar market,

as modified by world conditions and attempts at control, can be under-

stood only after an analysis of the internal structure of the Cuban

sugar industry. Each separate centrd can be viewed from a number

of different points of view: first, as the center for the organization

of production; second, as the determinant of occupation, habitat and

mode of life for perhaps three-quarters of a million people; and third,

as the nucleus of a complex system of personal relations, as well as

legal rights and obligations.

The organization of production is decisive for all the other aspects.

This organization is substantially the same for all sugar mills in Cuba,

large or small, Cuban or North American in ownership. The central

feature is the enormous mill building with one or more lofty smoke-

stacks towering over the surrounding plain. Here the cane is ground
and the sugar extracted. There are adjacent buildings for warehousing

sugar, for repair shops, and for other subsidiary operations, surrounded

by a batey an enclosure containing houses and barracks for employees,

laborers and the supervisory staff, stores, sometimes a church, one or

more schools, and frequently recreational facilities of different kinds.

Outward from the mill extend the tentacles of its private railway

system, over lands owned by the mill and into areas which it leases

or controls for cane raising. Along the railway are cane dumps or

switches to which cane is brought from the fields in ox-drawn carts

or tractors for loading. Roads interweave through the cane fields,

supplementing the railways for transportation. At various points over

the entire estate there are colonia bateyes houses and stores for the

mayorales who supervise field work, for colonos (cane planters), and

for the field workers. Human activity and conditions of life through-
out the cane zone fall into patterns determined in broad outlines by

the cycle of the crop year, the alternation of the grinding and harvest-

ing season with the "dead" season.

264
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i. The Technique of Production

During the last quarter o a century all the mills in Cuba have

come to be of the basic type common to all countries producing raw

centrifugal sugar from cane. The dominating fact is that, once the

mill starts to grind, it must be fed with a continuous supply of cane

to keep it in nearly uninterrupted operation until its quota or supplies
are exhausted. The cane is cut by hand, thrown into carts, and hauled,
in some cases to the mill, usually to the cane dumps. Here mechanical

hoists lift the cane in cars and commence a continuous power-driven

process which continues until the sugar is bagged. Day and night

through the harvesting season an unending procession of cars dumps
the cane onto carriers which feed directly into grinding mills. A few
older centrdes still have the nine-roll tandem with a single crusher

which was up-to-date in 1905. The majority have fifteen, eighteen and

twenty-one roll tandems, equipped with one or more two-roll crushers

and sometimes with rotating shredding knives* The cane passes

through these mills at low speed under high pressure, being mixed
with boiling water as it moves to break down cell structure and wash
out all the sugar from the cane. The resulting fibrous mass bagazo
is carried to the furnaces and is sufficient to provide the entire fuel

supply for the mill once grinding is under way. Most of the mills

use their fuel to generate steam power, but about a dozen generate

electricity to drive the mills. All mills generate some electricity for

supplementary power and light.

The cane juice which has been extracted is mixed with lime and

conducted to heaters and settling tanks, in which insoluble solids settle

at the bottom and where a scum is removed. After this process of

defecation the juice enters a series of multiple effects in which evapora-
tion takes place in vacuum. When the syrup is evaporated to a certain

point some of it is introduced into the vacuum pans or crystallizers.

After crystals have formed, additional syrup is introduced and the

original seed crystals are built up under steam heat to the desired

size. The resulting mixture massecuite is dropped through mixers,

which keep it from solidifying, into centrifugal machines, where, the

molasses adhering to the crystals is thrown off at high speed. The
contents of the centrifugal are then discharged directly into sugar bags.

The final molasses and impurities intercepted earlier are collected

and run through a second or third time to remove the remaining sugar.

At every stage of the process sampling takes place for the purpose of
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chemical laboratory control. Indeed, the modern sugar mill is as much
a product of industrial chemistry as mechanical ingenuity.

The larger and newer mills are believed to be technologically more

perfect and to produce more sugar from the sugar content of the

cane. There is now from 90 to 95 per cent extraction as compared
to the 80 per cent crop of 25 years ago, but technological efficiency

has been by no means synonymous with economic efficiency.
1 The

mill, however, has received the greatest attention in the constant efforts

made, until recently, to increase the efficiency of production. Managers
of mills have as a rule been selected in part for their mechanical train-

ing and experience. No effort has been spared to make mills large and

powerful, to balance their different units so that all may work with

full efficiency when carrying a capacity load of cane. The quest for

reduced costs meant in the 1920'$ the expansion of mill capacity to

procure low unit milling costs.

Less attention has been paid to the technique of cane cultivation.

Cane is grown on what is called an extensive system of cultivation, as

contrasted with the intensive system prevalent in Hawaii, Java and

Puerto Rico. That is, much less cane is grown per acre,
2
very little

of it is irrigated or systematically fertilized,
3 and it is neither plowed

deeply as a rule nor cultivated as intensively as in many countries. The

processes of cultivation over the greater part of Cuba are substantially

the same as those which prevailed in plantation days. One important
reason for the character of Cuban cultivation has been the relative

abundance of land. Another factor has been that cane grows in most
Cuban soils from ratoons year after year without replanting and with-

out rapid diminution of sugar content. Cane was cut in 1934 from
a few plantings made before the revolution of 1895; and most parts
of Cuba can show cane that is fifteen years old. On the average, only
about 15 per cent needs replacement annually to maintain normal

yields of around 40,000 arrobas per caballeria (15.2 American tons per

acre).
4 The adaptability of the Cuban soil and climate to ratooning

1 None of the changes of the last 35 years in sugar technique begins to compare in impor-
tance, even for extraction, with the work of Derosne, Rilieux, Stewart and MacDonald in

developing the basic processes which replaced the Jamaica train of open kettles and the curing
house which went with the plantation.

2 In 1926-1927 Cuban fields yielded 36.6 metric tons per hectare, as compared with 125.5
in Hawaii, 105.7 i*1 Java and 102.3 m Puerto Rico.

3 The cane census of 1931 showed only 649 cabs of cane land both irrigated and fertilized,
666 irrigated alone and 5,640 fertilized. These areas compared with a total of 87,535 cabs of
mature cane.

4 The U. S. Tariff Commission found an average yield in 1930-1932 of 17.80 tons per acre
on colono land, 17.53 administration. Preliminary estimates for 1934 indicate an average
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has meant that it was an economy to depend on lower yields than

might be procurable, at a saving of planting costs.

As early as 1862 a Cuban planter published a critical essay on cane

cultivation, urging deep plowing and irrigation, which has become
the basis for field methods in Java and elsewhere.5

It now appears that

on certain soils in Cuba these methods may produce very important
results. Irrigation, however, is not everywhere feasible; some soils are

so shallow that they are definitely injured by plowing more than

six inches, and some cannot be improved by fertilizer. On the whole,
it seems probable that the most significant improvements available

to Cuba will come from more careful selection of soils for cane grow-
ing and from improvement in cane varieties.

6
Soil study is a very

recent development in Cuba. Proprietors of the older mills used rule-

of-thumb methods, based chiefly on the character of natural vegetation,
to select land for clearing for cane. When the eastern provinces were

opened up, these methods for the most part were abandoned. Virgin
forest of all kinds was burned down and cane planted everywhere.
The first crop and early ratoons bore heavily, but a good deal of this

land has shown a tendency to fall off rapidly in productivity, especially

on replanting. Hence, migration from worn-out soils is no longer

entirely or even chiefly a problem for the western provinces. More
careful soil selection will probably accompany the readjustment of the

sugar industry.

According to the cane census, 83 per cent of the cane in Cuba in

1931 was still Crystalline, with an average yield of 43,400 arrobas of

cane to the caballerla* The next most popular variety, P.O.J. 2725, was

planted on 7.2 per cent of the area and showed an average yield of

84,082 arrobas. Crop restriction has undoubtedly greatly delayed fur-

ther introduction of new types of cane. During the period 1926-1930
there was great awakening of interest in Cuba with respect to agri-

cultural methods. It seems certain that when new plantings are re-

sumed on a considerable scale, cane varieties of high tonnage will be

planted and increased attention will be given to the details of their

cultivation. The result will be a consolidation of cane zones more

closely about mills, with savings in transportation and costs of

supervision.

yield for the island of only 34,000 arrobas (12.87 short tons), due to poor condition of the

fields.
5 Alvaro Reynoso, Ensayo sobre el cultivo de la cctna de azticGr (Havana, 1862; reprinted

Havana, 1925). Col. Jose Tarafa printed an edition of 5,000 copies of this book for free

distribution,
6 This development has undoubtedly been delayed by the various measures of control.
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2. Latifundia

A striking feature of the extensive system of cultivation coupled
with the emphasis on vast milling capacity has been the tendency for

each sugar mill to bring enormous areas of land under its control.

Computations made for the Commission indicate that in 1933 ap-

proximately 250,000 cabs of land, 30 per cent of the area of Cuba,

were owned, leased, or controlled by the sugar mills.
7

While the greater part of this land has been cleared of virgin forest

and most of it has been planted with cane at one time or another, not

nearly this amount of acreage has ever been in cane at any one time.

At the maximum it appears that not over 103,000 cabs of cane have

been growing at once.8 A recent estimate by the Sugar Export Cor-

poration concludes that 58.06 per cent of the cane existing in Cuba in

1932 has been lost by drying up, cyclone, and failure to replant or

cultivate. This implies that there are approximately 39,000 cabs of cane

now in Cuba.9 The large surplus of land holdings by sugar mills has

been an integral part of the policy of extensive agriculture and mill

expansion. Companies have ventured on untried land and have accu-

mulated land reserves to turn to in case of soil exhaustion or for

further expansion. All revolutionary sectors have made criticism of

lattfundia one of their leading points. While many Cuban mills

have unused land, the largest blocks of it are in the hands of North
Americans who own, lease, or operate approximately 175,000 cabs.

11

No aspect of the American penetration of Cuba has been so painful
to national feeling.

7 These figures are based on reports made to the Secretary of Agriculture, Commerce and
Labor for the 1933 zafra, supplemented as to active mills which did not grind in that year by
earlier returns. This total does not necessarily anclude all of the land which may be owned by
independent colonos* Especially in the western provinces, many of these occupy land which
can not be regarded as "controlled." These figures compare with reports to the National Statis-

tical Commission in 1927-1928 which showed 168,000 cabs owned by mills, 60,000 leased and
43,000 owned by planters, the total being 271,000 cabs.

8 This was the figure reported by the Cuban Sugar Club for 1927-1928. The cane census
of I93i a which some think too generous, reported 93,198 cabs, including new plantings. Com-
putations made for the Commission on the basis of the 1933 zajra, with corrections for

non-reporting mills, show approximately 62,000 cabs of cane in that year.
9 Memorandum of Sugar Export Corporation, June 15, 1934*
10 The problem of latifundia, in the sense of enormous tracts of land owned by a single

individual or company, is of course not peculiar to the sugar industry; nor are all of these

large holdings the property of North Americans. Approximately 250,000 cabs of land are held

by a comparatively few proprietors of cattle ranches, most of whom are Cubans. This is

believed to be about twice as much land as would be required for the stock in Cuba under
the best methods of cattle-raising. The excess is not so great under prevailing methods, and
it is the sugar industry, therefore, which controls the largest acreage of unutilized land. There
are in addition a few extensive tracts held on speculation without productive use.

11 This compares with an estimated 190,000, exclusive of Canadian properties, in 1927.
Jenks, Our Cuban Colony, cited, p. 287. The recession is to be accounted for partly by the
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Now that it seems certain that Cuba must remain indefinitely

within a crop limit of 3,000,000 tons, it is evident that a large propor-
tion of existing sugar estates are unnecessary for mill purposes. It is

computed that 52,000 cabs are adequate to supply all the cane that

may be milled, even without improvement in methods of cultivation

or in cane varieties. In operating a mill, land is also needed for roads,

bateyes, pastures, gardens, new plantings, and occasionally to protect
water supply or fulfill some other objective peculiar to location. Nearly
as much land is needed for these purposes as for cane under present
conditions. This means that the sugar mills of Cuba can operate at

their present efficiency with about two-fifths of the land which they
now own, lease or control.

3. Colono and Administration Field Systems

The predominating mode of organizing agricultural activities in

Cuba is what is known as the colono system, which in various forms

is widespread in sugar-producing countries. Under this system the

agricultural risks, with the exception of those involving variability in

the sugar content of the cane, are assumed by a cane planter who
undertakes to sell his cane to the mill in return for a stipulated portion

of the raw sugar produced from it. This system arose in Cuba in the

eighties and nineties, partly as a means for providing field labor, and

partly as a device to relieve mills of financial burdens in the period

of transition from the plantation system to modern factories. The rela-

tions of colonos with the centrdes have always exhibited great diver-

sity, and most mills have at all times raised some cane for themselves

under what is known as the administration system. Moreover, while

some colonos grow cane on their own land, the larger number use

land owned by or leased on behalf of the central. The degree to which

these different field systems prevail on any given estate seems to

depend chiefly on original conditions of land tenure and the availa-

bility of cane. In the older provinces of the island there were a great

many holdings, and with the reorganization of the sugar industry

after the Ten Years' War the owners of many of these planted cane

to secure a cash crop. Many centrdes are the result of a concentration

closing-down of mills and partly by the lapse of leases. The above figure has been computed
from the 1933 report on the zafra by the Secretary of Agriculture, Commerce and Labor,

whereas the 1927 figure was reached from reports in financial manuals, supplemented by tax

assessment returns published by the Cuban Secretary of Treasury.



270 PROBLEMS OF THE NEW CUBA

about a single producing unit of a number of old plantations. Many

plantation owners thus became colonos to large centrdes. On the other

hand, where the central developed out of a plantation, it already had

some cane land at its disposal which it was usually convenient to

operate under the administration system. Moreover, many mills main-

tain some administration cane for experimental purposes. Competition

for cane in areas crowded with mills has also promoted steps to bring

it under mill control. With the rise of sugar production at the eastern

end of the island in new areas another situation presented itself. Com-

panies bought land in large tracts and found it convenient to grant

much of it on lease to farmers and others with capital who undertook

the work of clearing the land and assisted in recruiting the necessary

field labor. Each of these types has spread to mills where other situa-

tions existed, and there have been changes from time to time in their

respective r61es in the raising of cane.

Incomplete returns for 1904-1905 show 30.3 per cent of the cane

area under administration, 33.2 per cent operated by colonos on mill

land, and 36,5 per cent operated by colonos on their own land inde-

pendent colonos^ The estimates made about the time of the World
War showed a much larger percentage of colono cane of all sorts,

but specific figures as to independent cane are lacking. It was then

usually assumed that not more than 10 per cent of the cane was

administration cane.13 Recent computations yield somewhat varying
results. The accompanying tabulation exhibits the results of recent

computations. There is evidently a striking increase in the proportion
of cane harvested from administration colonias; a steady reduction in

the amount harvested from land farmed by independent colonos; and

slight fluctuation in the proportion harvested by colonos on company
land.

13a

12 Secretaria dc Hacienda, Industria azttcarera y sus derivados, zafra 1904-1905. 136 out
of 179 mills reported. Some of the larger mills did not report.

13 According to Adolfo Mendez Guedes, Louisiana Sugar Planter, August 1924, p. 118,

95 per cent of the cane was grown by colonos.
1S*

Percentages for the cane census have been computed from data supplied by the courtesy
of the Sugar Export Corporation. For the years 1929-1933 they have been computed from
data compiled from the published reports of the Secretary of Agriculture, Commerce and
Labor on the zafra for the respective years. All mills which made full reports for given years
have been included in the samples. There has been no interpolation of estimates. Central

Hershey has been systematically omitted. In recent years it has ground all the cane for several

mills which are in some respects temporary colonias to it. Its own zones include also a high
proportion of independent colonos. If precise figures were procurable here, the total propor-
tion of independent colonos shown by the computations from the zajras would be somewhat
increased. The trend would not be altered, however. The cane census figures confirm the

representative character of the samples.
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PROPORTION OP CANE GROUND FROM VARIOUS TYPES OF FIELD SYSTEMS,

1929-1933 Cane
Census

Year 1929 1930 1931 1931 1932 1933

Number of mills in sample . 109 138 116 160 115 94
Per cent of administration \ g

f 20.2 25.8 23.7 24.7 25.7

Per cent of controlled colonos . 'j^
2" \ 63.5 59.1 68.2 66.4 64.0

Per cent of free colonos . 2.7.2 16.3 15.1 8.1 8.9 10.3

Total . 100.0 100.0 100.0 100.0 100.0 roo.o

These figures are partially confirmed by the following tabulation:

PROPORTION OF AREA HARVESTED FROM VARIOUS TYPES OF FIELD SYSTEMS,

1931-1933
Cane

Census

Year I931 *932

Number of mills in sample . 160 115

Per cent of administration . . ... 22.0 20.8

Per cent of controlled colonos . . . . 68.7 68.8

Per cent of free colonos 9-3 10.4

Total 100.0 100.0 100.0

The explanation of existing trends as discussed informally by mill

managers is complex. On the one hand, many colonos on company
land have become financial liabilities, have run heavily into debt and,

finding it increasingly difficult to secure legitimate advantage from the

operation of their holdings, have neglected them. In many cases land

has consequently passed recently into direct administration. Other

companies have regarded it as desirable to increase the number of

colonos on their lands, especially those with small or medium-sized

holdings, and have broken down administration or other colonias for

this purpose. It is believed that many independent colonos, finding

their acreage available for grinding reduced by restrictions, have aban-

doned cane-growing; others have undoubtedly lost title through fore-

closure. In 1933, 28 mills reported no administration cane, one mill

reported all independent colono cane, 35 mills reported no independent

colono cane.

Under the administration system as it prevails in Cuba, company

lands, owned or leased, are divided into a number of sections or zones,

each with a superintendent responsible to a general field superintend-

ent. Zones are subdivided into colonias, each under a mayoral. On
most estates the mayoral directly employs field laborers for cutting

cane, cleaning and planting. The men are assigned tasks based on

cordeles (a measure of area) or arrobas (25 pounds) in the case of
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cane. In one large American mill the mayoral has under him from one

to three farm guards whose principal role is to protect company prop-

erty from trespass, carry communications and orders, assist in super-

vision and inspection, and report neglect and other problems calling for

attention from the administrative staff. On this estate the mayoral

engages contractors for cutting and hauling during the grinding

season. The contractor is assigned two or three cane switches, and

recruits his own labor force which he moves successively from place

to place as the season continues.

Under the colono system direct responsibility rests with the colono

for all the field operations on his land. The colonos' operations, how-

ever, are subject to varying degrees of supervision and control by

inspectors serving under the field superintendent of the mill, partly

to insure proper synchronization of the cane supply and partly to

insure full use of advances made by the mill. The colonos are usually

under contract to plant the kind of cane the mill directs, where tlie

mill wants it planted, to begin cutting when the mill desires it, and

to deliver the cane in volume to meet the mills' requirements.

The colono is not to be thought of merely as a defenseless, strug-

gling tenant farmer, although this characterization would fit large

numbers of them. The colono is not tied to the soil, nor of necessity

rooted to a particular district. He is essentially an agricultural enter-

priser, whose legal relation to the mill is a business relationship. As
an individual he comes from any class of society, and represents vary-

ing degrees of real economic independence. There are colonos who
have an interest in the mill at which their cane is ground, or in other

mills. There are mill-partners who operate colonias on their indi-

vidual account. And there are many colonos who have interests quite

alien to sugar-planting, which require much attention at some distance

from the estate.
14

The typical colono, however, is a Cuban and a small farmer. There

were, in 1914, 20,000 colonos^ The average output of each was from

60,000 to 75,000 arrobas of cane, representing a gross return of not

Times of Cuba, In February 1926, published a statement of the colonos of 94
ccntrales who in the crop season of 1924-1925 cut more than 500,000 arrobas of cane apiece.

Allowing for some duplication, there were more than a thousand names in the list. There were
about 1,200 colonias with a gross income from cane sales of at least $15,000. 395 colonos cut

a million arrobas; 148 cut two million arrobas or more; 59 cut as much as three million,
which meant a gross income of at least $100,000. In a recent crop, one colono with a number
of scattered estates was reported to have cut 25,000,000 arrobas of cane. (In 1923-1924,
Rogelio Diaz Pardo delivered 35,000,000 arrobas to mill. El Ltbro de Cuba, p. 748. All of

these figures must be reduced radically to fit the present situation.) Some of these large-scale

producers are not individuals at all, but partnerships, and even corporations.
16 Portfolio azucarero, 1913-1914. At the time of the census of 1899 there were about

15,000.
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more than $1,500. The number of colonos has increased since that

time. In recent discussions of the Cuban situation, 40,000 has been the

number of colonos commonly mentioned.

The cane census of 1931 allotted quotas to 28,660 colonos. There

are also sub-colonos, however, whom recent legislation makes mem-
bers in the National Association of Colonos established by a Grau

decree,
1 3a and with these the total number has been estimated by that

body as high as 50,000. The average output for 1931, on the basis of

census figures, comes to 146,000 arrobas cut from 2.943 cabs.

The average area of cane harvested by each colono has been com-

puted on the basis of mills that made adequate returns in the zafra

of 1932 at 1.063 câ s f r tkc entire island. Averages by provinces are

as follows:

Pinar del Rio 1.151
Havana ... 631
Matanzas .... 1.410
Santa Clara 588

Camagiiey 2.100

Oriente x-337

In these computations the number of colonos taken was that reported
in the cane census of 1931 for the respective mills. Approximately the

same area as that harvested in 1932 was reported uncut or burned over.

Thus the average colono had two cabs of cane at that time. This

amount has since been considerably reduced. In addition to his land

in cane, the colono usually has from 50 to 100 per cent as much for

pasture, batey, cane roads and other purposes incident to a cane farm.

It appears that a small proportion of colonos are large-scale operators,

while the bulk of them have holdings which they can farm with the

sole assistance of their immediate families. Indeed, the family rather

than the individual is the real operator of the colonia in many districts.

4. Colono Contracts

It is as difficult to generalize about the terms under which the

colono operates as it is to determine the unit of his operations. Strictly

speaking, there are three 'distinct contracts into which a colono may
enter with the mill. These are respectively the contracts for milling

(molienda), lease (colonato) y and crop loans (refaccidri). The milling

contract is common to all colonos. Before restriction, the colono agreed

isa Decree No. 16, January 2, 1934* This decree imposed a tax of K o a cent on each
100 arrobas of cane ground by the mills, the proceeds of which are turned over to the

association.
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to sell to the mill, and the mill agreed to grind, all the cane raised

on certain land. Payment was to be made in terms of a stipulated

amount of sugar for every hundred arrobas of cane. These proportions

vary widely with the degree of competition between mills, the pro-

ductivity of the soil, and the other relations of the colono with the

mill. In the western part of the island 7 or 7% per cent is the usual

rate for colonos owning their own land and in position to deliver

cane to any one of several mills. At the eastern end of the island some

mills paid as low as 4% per cent for cane grown on their own lands,

but as yields have declined these mills have usually raised their mini-

mum rate to 5 per cent. Cane from colono lands and cane financed

by the colono himself is paid for at a higher rate.

The bare figures of the contracts, however, do not exhaust the

variability of the terms under which the colono sells his cane. In the

western part of the island the colono is still paid frequently in sugar,

and arranges for its sale through wholesale merchants located in the

island. The bulk is paid for not in sugar, but in cash or credit based

on sugar prices. A few years ago it was the general rule for the mill

to liquidate its account with colonos fortnightly, paying on the basis

Df the average price (promedio) for sugar as sold through brokers

in Havana or some other designated port. This usually meant that the

mill had to sell a proportion of sugar fortnightly during the crop to

protect its liquidation. The fluctuating character of sugar prices and
the decline of sales through Cuban brokers have led in recent years to

:onsiderable changes in the basis for liquidation. In 1922 a law pro-
vided that promedios for Havana and five outports should be com-

puted by the Secretary of Agriculture, Commerce and Labor on the

basis of sales recorded with brokers. During the crop season 1926-1927
further legislation directed an experiment with a ten-month promedio.
Partial liquidation was to be made fortnightly or monthly as the crop

proceeded, but final liquidation was to be made on the basis of the

average price from February i to November 30. Successive stages of

restriction have brought further legislation with respect to promedios.
In 1928 computation took account of three factors : the daily New York
c. & price (reduced to an f.o.b. basis), brokers' sales, and sales by the

Export Corporation.
16 A somewhat similar basis is followed now,

using the average of three market prices : the New York c. & f. price as

announced by Willett & Gray, the daily London c. & f. price, and the

local Cuban price, each weighted proportionately to its quota of the
16 Decree No. 64, Gaceta Oficial, February 15, 1928.
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total Cuban crop. Quite a number of mills have arranged to make
their settlements on the 10- or i2-inonth promedio computed on this

basis. At least two mills have long used very different bases for settle-

ment, taking account of the sugar content of the cane delivered by
colonos to the mill. There are also other differences and conditions.

In some cases the colono is charged with proportionate cost of bags
for his sugar, of freight to port, and of warehouse and insurance

charges. A share of taxes on mill output is frequently charged to his

account. There is frequent complaint that the colono is given short

weight when his cane is weighed in at the mill.

Where the colono leases his land from the mill, as is true of 87 per
cent of the colono land, there is still further variance in terms. Some
mills have always made a practice of charging only nominal rent and

making adjustment in the price paid for the cane. This is true of a

great many mills at the eastern end of the island, whereas rent at the

western end is usually more substantial, In most cases leases have run

from six to fifteen years. The recent heavy declines in the value of

land as a result of depressed sugar prices have made many readjust-

ments in rental inevitable. Some mills have simply allowed all con-

tracts to lapse and continue their relations with colonos on a very in-

formal basis. One group of mills have arranged for what are called

rent bonifactions. Unused lands are turned back to the company or

are charged at a rate varying with the price of sugar. At least one

mill has introduced the principle of charging all rents on a sugar
basis with the price of $65 per cab when the annual promedio is

between three-fourths of a cent and a cent and a half a pound, advanc-

ing $6 for each additional tenth of a cent in the price of sugar. In many
cases colono/ accounts have been adjusted by a reduction or extension

of unpaid rent due on land from which cane was planted but could

not be cut. As mills and colonos recognize the permanent character

of the reduced sugar crop, further adjustments will be necessary.

It must be understood that the lease which the colono secures from

the centred is a distinctly limited affair. The mill has the right of

entry for a great variety of purposes, the lease is usually personal and

non-transferable on the part of the colono^ the colono cannot set up
stores without permission, and in many contracts drawn before re-

striction the colono is expressly forbidden to plant any part of the

land to minor crops. In many contracts all improvements made on

17 An exception is frequent in case of the death of the colono, in which case his heirs

succeed to the colonia, especially where they are qualified to run the farm. In other cases the

mill manages the estate for the benefit of the heirs*
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the land revert to the mill at the expiration of the lease, whether this

takes place through the fault of the colono or otherwise.
18 The colono

is penalized if he fails to deliver cane as called for, whereas in many
leases the mill assumes no responsibility for cane losses in the case of

breakdown of machinery or failure to grind for other reasons. Many
contracts at the eastern end of the island provide that the colono

may not borrow money on his crops except from the mill or with

its consent. Hence, the tenancy of the colono is not very substantial.

There is no systematic provision in the legal codes of the island apply-

ing to the peculiar relations of landlord and tenant set up by these

contracts, and they are not adequately dealt with by special legislation.

Partly as a result, no doubt, colono lease contracts are not readily

enforceable by mills in the local courts. Colonos, on the other hand,

have been able to collect damages against the mills for failure to

provide cars when their cane was cut. It appears that the enactment

of systematic legislation covering leaseholds would provide better pro-

tection for the interests both of mills and colonos.^ Specifically such

legislation should aim at the formation of permanency of tenure on

behalf of the colono and his heirs, the financial independence of the

colono and the encouragement of improvements on the land. It should

establish norms for the milling contract. It should make liquidations

compulsory the basis of a lo-month or yearly promedio if desired by

the colono. It should guarantee to the colono the right to use a por-

tion of leased land for minor crops.

The third contract between central and colono, usually combined

in a single document with the other two, is the crop loan contract.

There are many colonosf of course, who do not seek advances from

the mill. Some have financed themselves entirely through good seasons

and bad. This is especially true of many of the small independent

colonos who plant from three-quarters of a cab to three cabs of cane.

Some colonos secure advances from wholesale or retail merchants and

some directly from the banks. At least two-thirds of the colonos, how-

ever, customarily depend on advances from the mill to pay for culti-

vation, cleaning and planting in the dead season, and to cover at least

a part of the living expenses of their families. Further advances are

necessary for cutting and hauling cane as the grinding season com-

mences. This situation gives rise to some of the most perplexing prob-

18 An increasing number of contracts provide for an expert valuation of improvements and

reimbursement of the colono for 50 per cent of this value.
19 B. Celono y Alfonso, La Refaction (Havana, 1922), in analyzing the Crop Lien Law of

that year, points out in detail the need for a code governing all aspects of colono contracts.



SOCIAL ASPECTS OF THE SUGAR INDUSTRY 277

lems which confront sugar-mill managers. Many colonos in the newer
areas commenced operations with a considerable debt to the mill for

clearing the ground and making the original plantings, even when
they supplied a portion of this capital expenditure themselves. These

debts were incurred when labor and material costs were high and,
because of lower sugar prices, have not been redeemed. As colono

indebtedness has continued or accumulated, many colonos have felt

that their only chance of an income was to secure dead season ad-

vances in excess of the work actually done. Most companies have

developed the practice of making advances only after work was done

and inspected. There has been a continuous tug of war in the fields

between managers and colonos on the one hand, and colonos and
field workers on the other. Despite some waste, it is fair to say that

the bulk of the advances which have been made to colonos repre-

sent necessary costs of growing and harvesting the cane. At the low

sugar prices which have recently prevailed these costs have not been

adequately met by the contract price paid the colono? As a result, a

majority of the colonos are carried on company books as chronic

debtors, whose cane liquidations are settled by a credit on the books

and who live entirely by means of the advances they are able to pro-
cure. This situation has brought with it much inefficiency and bad

feeling in the fields, as well as distortions in company balance sheets.

It has not been possible to secure statistics as to the extent of

colono indebtedness. The late Cuban Cane Products Company carried

on its books as of September 30, 1933 Colono debits amounting to

$13,440,578.35. Eight years earlier, September 25, 1925, a corresponding

report was $12,162,821. At that time it was computed that colonos as

a whole were in debt to that company to the amount of their gross

income for a year at prices then prevailing. Since that time the out-

put of Cuba Cane and prices have each diminished approximately
one-half. Accordingly the colono indebtedness in the fall of 1933 was

not far from the equivalent of four years' gross income for the colonos.

Other mills and companies have faced a comparable situation. Most

of them have made extensive readjustments in the accounts. This has

usually been a matter of individual bargaining. Other mills have

scaled down the indebtedness of all colonos according to a formula.

One large group of mills has divided the debt into three parts. There

20 So far as they can be traced, company balance sheets have always carried considerable

items o uncollected colono advances as assets. These corresponded especially to the periods of

rapid expansion. The depression of 1921-1922, however, gave rise to numerous delinquent
accounts on current operations which were not liquidated before restriction set in.
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is a current debt which is to be liquidated annually; an active debt

which is to absorb about 75 per cent o the balance of amounts due

colonos annually, on a basis of $1,000 per cab; and an inactive debt

which is to absorb a smaller proportion of the liquidations after the

active debt has been cleared off. This is very businesslike, but possibly

optimistic. It must be recognized that the way to agricultural efficiency

on most estates lies through relieving the colonos of their debt burdens

and materially reducing the amount of colono financing.

Practices have varied widely as to interest rates on advances. In

some cases interest has not been charged at all. In others, interest is

now being charged as high as 10 or 12 per cent. Eight per cent is the

usual figure. In the processes of reorganization which most mills are

going through in Cuba, it seems inevitable that the bulk of colono

debt will be charged off as undeclared agricultural costs instead of

being retained as a hidden asset.
21

It seems demoralizing to what
should be the great agricultural middle class of Cuba that it is de-

pendent so largely on advances for living expenses. This dependence

goes back to the earliest days of the plantation system in the West
Indies. A sound social system requires efforts toward the elimination

of this situation.

In defense of trends toward the replacement of the colono system

by administration, it has been argued that the latter utilizes land more

efficiently. The assertion is sometimes made that Cuban colonos are a

shiftless lot, that they are slow to adopt improvements in cultivation;

that when yield falls off it is rare for them to do anything to check

it, or to improve the land when depleted. Agriculture under this sys-

tem has in many cases been nothing but soil mining. Nevertheless,
few estates have been able to point to results which were decisively
more advantageous under the administration system. A recent report
of the United States Tariff Commission on field costs in Cuba shows

higher costs under administration and very little better yield per acre.
22

To most managers, however, the decisive aspect of the situation is

socio-political. So far as Cuba is concerned, the colono is a very im-

portant factor in the sugar industry. Even with his precarious status

21 Bankruptcy, of course, works cancellation of lease contracts. However, successor com-
panies, in making fresh leases to colonos, have bargained for reassumption by the colono of a

great part of his indebtedness. For the time being, of course, the moratorium legislation of

May 1934, supplemented by further legislation in August, prolongs all existing leases and
suspends collection of past indebtedness until 1936. It also gives eventual priority to all

advances made commencing with May 1934. This interrupts certain legal processes- In a
measure, however, it facilitates equitable arrangements between colonos and mills to adjust
their mutual claims on the basis of common understanding.

22 U. S. Tariff Commission, Report to the President on Sugar, cited, pp. 66-67.
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as enterpriser, he is the most substantial element o the rural commu-
nity. The political and social development of Cuba, no less than its

economic welfare, is bound up with the survival and improvement
of the colono system. American companies, especially, should not be

eager to augment labor difficulties by turning present colonos into

hired men.

The question arises how large a unit of land will produce results

most advantageous for the mill, the colono, and the general welfare

of the island. Few systematic studies have been made of the objective
factors relevant to this question. One study of the relation of cane

yield to the size of colonias shows increasing yields with the size of

estate up to 20 to 24.9 cabs, from which point increased size shows

diminishing returns.
23 The cost figures procured by the United States

Tariff Commission are less decisive. There is wide variability in colono

costs per ton of cane in Camagiiey Province. For instance, an optimum
is reached by colonias three to six cabs in extent and also 30 to 50.

Many mill managers have argued that colonias ranging from three

to ten cabs are most convenient. They can be operated substantially

by the family of a colono, and they are large enough to be operated

economically and produce a fair living. It appears that holdings of

this size tending to multiply the total number of colonos in the island

would give a broader basis to the farmer class in Cuba and contribute

greatly to social stability. On the whole, a colonia is best administered

when the colono resides on the land himself and his tenancy is such

that he may be encouraged to make his permanent residence there.

During the expansion period, when there was competition between

companies for cane zones, many grants of colonias were made to

individuals prominent politically or socially, with the hope that their

support would help in establishing claims to the land. Some of these

colonias were of large size, 50 or 100 cabs or more, were operated by
hired managers, and in some cases companies have had to take over

the administration to insure cane supplies. These "Havana" colonos

have brought discredit on the colono system and have not improved
the position of the mass of colonos who know something about farm-

ing and industriously attend to their business. Sound public policy in

Cuba calls for an encouragement of cane growing by small 'and

23
J. A. Paris, "Colonia sizes and cane yields/* Facts About Sugarf 23:690-91, July 21, 1928.

This study was based on the colonias of four companies in Havana and Matanzas provinces.

Paris argues that the class of colonias from 20 to 24.9 cabs is large enough to justify labor-

saving machinery, to spread overhead charges and to carry the indispensable minimum of land

for bateyes, pastures, etc., thus more expenditure proportionately can go into cultivation.
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medium-sized colonos, most of whom will be the nucleus of a stable

agricultural class, and some of whom will engage in this activity as one

of the few openings in Cuba for men with small capital resources.
24

5. Labor and Labor Relations

From the point of view of the masses of Cuban people the most

important role of the central is as organizer of the labor of nearly

one-third of the working classes of the island. It will be convenient

to divide this labor force for purposes of discussion into those em-

ployed at the mill and around the batey and those who work in the

field.

It has not been possible to procure exact statistics as to the number
of persons employed at either kind of work. There are enormous

fluctuations in employment between the grinding season and the dead

season. The Department of Labor estimates that there are 58,500

workers in the mills, on the private railways, and around the

bateyes during the grinding season.
25

During the dead season, how-

ever, the opportunities for employment at the mill fall off rapidly.

At the present time it is probable that not more than 3,000 men are

needed during the dead season as mill guards,
20

operators of electric

light and telephone services, and to maintain occasional use of the

private railway system* More are needed sporadically when there is

sugar to be shipped from the mill warehouses.

The grinding season formerly averaged about five months, run-

ning from December to the end of May, when rains in most parts of

the island impeded cane harvesting. In 1926 the average grinding
24 The suggestion has been made from time to time that a discriminatory tax be levied on

administration cane. While the Commission believes that it is desirable for some lands now
farmed by administration to be broken up into colonias, it is not prepared to endorse this

device for enforcing it. There are some mills where the advantages of administration cane are

so decisive that it would be an economic loss to enforce a change of system. It is believed that

the advantages of the colono system from the point of view of labor relations and community
life are so great that many mills will increase the number of their colonos as promising
applicants appear,

Mr. Buell, however, makes a reservation on this point. C. p. 477, footnote 5.
25 Rough estimates made for the Commission on the basis of the numbers employed in

particular mills suggest that this figure is approximately correct with about 10 per cent margin
for error.

26 Many centrales maintain order both in the batey and in the field by a system o private

guards, called Guards, Jurados, who are licensed by the Secretary of Interior. These guards have
a power of arrest, and must turn over persons arrested to the tribunals. One of the duties of
these guards is to inform the Secretary of Interior of facts in connection with anarchical or

Communist propaganda, or other disturbers of labor. Cf. Decree No. 1331, August 21, 1926.
When the Commission visited Cuba, centrales were also guarded by detachments of the
Guardia Rural, which constituted an integral part of the Cuban army. These detachments were
assigned to guard the central** following the outbreak of the radical strikes described above.
Cf. p. 183 ff.
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period for the island was 136 days.
27 The first mill started to grind

November 21, 1925, and the season did not end at the last mill until

June. The reduction of Cuba's total output has meant a progressive

shortening of the grinding period.
The plain facts of the matter are that the mills now grinding in

Cuba are in a position to make at least five million long tons of sugar
in a hundred-day season.28 Including mills still assigned quotas on
the theory that they are able to grind, nearly six million long tons of

sugar can be produced in Cuba in a hundred-day crop.
2*

During the last unrestricted crop (1929)5 actual milling time for

most mills ran from 2,000 to 2,500 hours during the crop. Most mills

were in operation from January to the end of April; 100 days of

grinding presumably means about four months' pay. Operating at

full* capacity Cuba could have produced its quota this year in less

than 40 days. Of course there are difficulties with cane supply, wet

weather, breakdowns in mill and railway, and stoppages to clean ma-

chinery. No mill ever grinds up to its full capacity. The tendency of

the mill, however, must seek to do so or not grind at all. Mills with

more than one tandem may prolong their grinding season by oper-

ating a single unit. But the remainder of their equipment is usually

arranged to balance with all tandems at work; hence, even they in-

crease unit operating expense by reducing operations. In other mills

it is impossible to slow up the rate of grinding to any great extent.

Otherwise they will fail to produce enough bagazo to keep up steam.

It will be expensive to run the sugar mills inefficiently. It will also

be expensive to remodel mills to operate harmoniously at a smaller

grinding rate even where it can be done. In short, either a large num-
ber of mills will cease to grind entirely, or hundred-day seasons are

a thing of the past in Cuba* Mills will try to make their crop in a

couple of months at the most, and will not have more than two

months' additional employment in repair work, preparation to grind,

and cleaning-up.
It is clear that there would have been a problem of chronic sea-

27 Facts About Sugar, 23:615.
28 Cuba's largest crop was 5,156,3 15 long tons in 1930. A computation based

^
on the maxi"

mum crop which has been made in any year by each of the present active mills in Cuba
results in a total of approximately 5,600,000 tons.

29 The basic data are these: In 1932 the report of the Secretary of Agriculture listed 133
mills as grinding with a daily bag capacity of 345,430. Seven of these mills wit4 a capacity of

11,750 did not grind in 1934 but remain on the quota list. Nine mills which did not grind
in 1932 did so in 1934 with a capacity (1930 basis) of 15*249. Thus the mills grinding in 1934
have a capacity of approximately 350,000 bags. Moreover, there are 25 mills allotted quotas
as in good grinding condition with a total grinding capacity (1930 basis) of 49,300. Thus the

total available grinding capacity in the island is 400,000 bags per day.
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sonal unemployment affecting sugar-mill owners in any case, irre-

spective of the crop curtailment. For twenty years extraordinary

circumstances have tended to conceal in Cuba the seasonal character

o mill employment, and have bred a generation of employees unac-

customed to agricultural work in the dead season. The World War
and the subsequent period of mill expansion meant that in many mills,

if not all, there was reconstruction work going on through most of

the year when the mill was not actually grinding. Later the ambitious

public works program of the Machado regime kept up the demand
for labor in many fields accessible to sugar-mill workers. Indeed, it

was possible for many workers to maintain their residence in some

city where they could secure fairly regular employment and go to

the mill only for the season. Thus industrial labor in Cuba is caught
both by the sugar collapse and the general economic malaise. For mill

expansion could not have gone on forever, nor could public works

have proceeded on borrowed money at the pace set by Machado.

Boom days are over for a long time. The tendency to shorten the crop

period aggravates developments which were in any case inevitable.

The character of work to be done at the mill embraces a wide

variety of occupations, from unskilled labor employed in cleaning up
the batey, the mill floor, and in keeping channels beneath the mills

from becoming clogged, to highly skilled mechanics, electricians, car-

penters and iron founders. The mills are usually divided into a num-
ber of departments, each with a foreman and often with a superin-

tendent, who are salaried men. At the batcy there is also an office

force engaged in compiling records of mill operations and in keeping
the accounts of the mill with its colonos, employees, and merchants.

There are also a number of chemists who check the efficiency with

which sugar is extracted.

The wages paid these different classes of workers vary widely from
class to class, mill to mill, and year to year. There is a tendency for

wages to follow roughly the price of sugar. One large group of mills

has elaborated a scale for this wage adjustment. A minimum of 60

cents a day is established for unskilled labor, with an 8o-cent mini-

mum when the price of sugar ranges between a cent and a cent and
a quarter a pound. According to this scale wages are to rise approxi-

mately 12^ per cent with every quarter-cent advance in the price of

sugar. The highest wage at one-cent sugar is $4.50 a day for the mas-
ter sugar boiler. Foremen in other departments receive from $3 to

$3.75. The most numerous class of employees receive from $i to $1.50.
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This represents roughly the range in wages, that has been paid in the

1934 crop by the better financed mills. Eighty cents was the usual

minimum this year. There are mills in Cuba, however, which paid
as little as 45 cents a day for cleaning up the batey. An unweighted
average wage for mill work has been computed by the Department
of Labor at $1.35.

These rates represent a considerable advance over the minimum
paid in 1933. According to the Department of Labor, the average

wage then was 83 cents and minimum rates from some mills for

quite a variety of work as low as 30 cents.

It is often misleading to make comparisons between mills on the

basis of rates, of pay. The income of batey workers usually includes

a considerable number of items in addition to the wage. In the first

place, housing is provided rent-free or at a nominal rate in most mills.

All types of housing are to be seen on bateyes. It is usual for the better

constructed houses to loom up in the foreground as one approaches
the batey. These houses of brick or stucco with tile roofs are occupied

by superintendents and the higher-paid employees with their families.

There is frequently a fairly palatial residence for the manager, pro-

prietor or a high company official. Other families have houses of wood,
with roofs of tile, containing five or six rooms. There are also fre-

quently some thatched houses. Single men and migratory workers are

housed in long barracones divided into small rooms opening outward,
each with a door but usually without windows. Modern mills have

separate toilet and bath facilities for the barracones, and the houses

are provided with running water and some sanitary conveniences. It

is usual for mills to supply electric light to the batey up to ten o'clock

at night, and this service, rarely charged for, sometimes extends to

more remote settlements on the estate. As required by law, all mills

provide some medical service for their employees in case of accident

or epidemic disease, which usually includes a clinic of sorts for other

serious disorders. Legislation might similarly impose minimum hous-

ing requirement on all bateyes, since in die case of certain centmles

there is obvious overcrowding and lack of sanitary conditions.

Until recently most mills not immediately adjacent to a town have

provided school buildings and often a teacher's salary, and have a

church or chapel or both. One large mill has supported two public

schools at the batey and has contributed to the upkeep of a private

school at which the children of better-paid employees paid a nominal

tuition. One mill runs a savings bank for its employees. Some of them
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operate moving picture houses. An item of intangible income is con-

stituted by the efforts of newer mills to landscape portions of the

batey with an abundance of tropical trees and shrubs. It is customary
for mills to provide quarters for social clubs or unions as they develop

at the mill, and to set aside grounds for various sports such as foot-

ball, baseball, basketball and tennis. Golf courses were formerly estab-

lished at many mills for the use of American employees. Many of

these services have been eliminated or reduced as crop restriction has

proceeded.
In their place a new type of service has been developed in some

cases. Many mills supply employees with milk free or at nominal rates

from their own herds. During 1933 large numbers of mills ran soup
kitchens cocinas economicas. Land has been made available for

gardens, and in some cases pressure has been brought to bear on

employees to plant them with free seed.

The question of company stores is an important matter in discuss-

ing wages. In newly settled areas the establishment of a store at the

batey has been indispensable to provide merchandise for employees.
The danger of this institution is that it may become a system of

exploiting labor by charging high prices, or that labor will come to

be paid chiefly in orders on the store. There is legislation in Cuba
the Ley Arteaga^ expressly forbidding wage payments in tokens,

vouchers, or vales.

A large number of mills, however, do not operate their own stores.

Some allow complete free trade, renting available buildings on the

batey to any one who wants to set up a bodega or a fonda (eating

place). Other mills lease an exclusive store concession to a merchant

and attempt to supervise his prices. At one such mill the storekeeper
had agreed with merchants in the adjacent town to maintain certain

price levels. The company, hearing of this arrangement, changed its

tenant with the object of introducing the sale of goods at lower prices
in the community. It is frequent for pharmacies, barber shops, laun-

dries and tailoring establishments, when run on the batey, to be oper-
ated as independent enterprises. The practice of posting current price

30 In Law 12 o 1927 the Cuban Congress authorized payment in vales, thus amending the

law; but the Grau regime restored the original law. It is certain, however, that a few mills
within recent years have paid their employees by these devices, and that some large colonos
make payment in this manner. This is not true with respect to larger mills, so far as the Com-
mission has been able to ascertain. Price lists from such company stores compare favorably with
prices elsewhere, and managers claim that they give more honest weight than is usual in

country bodegas.
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lists approved by the company at batey stores is one that might be

more generally adopted.
Thus the typical batey is a modern industrial village characterized

by the specialization of an urban environment.

6. Labor in the Fields

The situation of field workers presents considerable differences. It

is even more difficult to secure a precise statement of their number
than it is to state the number of mill workers. A memorandum of

the Department of Labor estimates that there are 514,000 field work-
ers in the island. Computations made for the Commission indicate

that not more than 230,000 cane cutters are needed during the crop and

that, at the most, 50,000 other workers may be employed at the same
time in hauling or cleaning and as guards, inspectors, and super-
visors.

31
Possibly as many as 100,000 of these workers are Haitians or

Jamaicans, many of whom are migratory, moving from the sugar

industry to the coffee industry with the change of crop. The Haitians

are usually unmarried. They live by themselves, without much par-

ticipation in the few social activities of the countryside. They throw

up small temporary shacks of palm, bark and thatch on a crude frame

of small branches, or they may live in open one-room barracones at

the cane switches where hammocks are hung.

United Fruit Colonization Plan

In an effort to do away with the importation of Haitian labor,
32

the United Fruit Company carried out an interesting and significant

colonization program beginning in 1928. In cooperation with the

government, the company moved from the western provinces a total

of 14,229 Cubans, most of them constituting families, into colonization

areas located in the cane fields depending on Preston and Banes. To
accommodate these families the company constructed a total of 1,714

houses^ to each of which was assigned six acres of land to be used for

subsistence purposes. These houses were, moreover, provided with

water supply. Likewise the company constructed more than 150 open
barracones. The company assists settlers in raising animals and fowls,

31 This computation is based on the assumptions that the 1934 crop was cut from 40,000

cabs yielding an average of 40,000 arrobas to a cab and that cane cutters averaged 100 arrobas

a day for a 70-day crop. Adjustment would be necessary to meet an alteration in any of these

basic assumptions.
82 Cf. pp. 212-214 ff.
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has planted over 3,000 fruit trees for their benefit, and attempted to

improve living conditions generally.

As a second source of resident labor, the company relies on about

1,200 Cuban farmers residing on company land in the foothills back

of Mayan. As in the case of the colonists, these farmers raise sub-

sistence crops and animals, but work in the sugar fields when the com-

pany desires labor. Many of them own their own carts and bulls. In

the case of the colonists proper, as well as the farmers, the company

charges a nominal rent in order to prevent any prescriptive right to

the land from coming into existence.

Although because of crop restriction and the drastic decline in the

price of sugar the company was unable to extend its colonization

project, nevertheless it discontinued the importation of Haitian con-

tract labor and cut down about 50 per cent on the number of migra-

tory Haitians within its employ. Now that the price of sugar is ris-

ing, it is hoped that the company will develop its colonization plan,

so as to rid itself entirely of the migratory labor which lives and works

under the most questionable conditions. More could be done, more-

over, to develop a community life in the colonization units, and to

extend a system of nursing into the homes of these people who now

rely for serious ailments on excellent hospitals at Preston and Banes*

Among the foothill settlers much remains to be done to put malaria

under control and to stamp out hog cholera. Steps should also be

taken to make it possible for enterprising colonists to acquire title to

their land.
33

Although the eastern provinces have relied heavily on Haitian

Negroes to cut cane, a large percentage of the field work in the

western land is performed by Cubans or Spaniards, who are settled

on land belonging to mills or colonos. Many of these workers are

members of families of colonos* In recent years, with the rise of town

unemployment, increasing numbers of Cubans from every walk of

life have sought the country during the harvesting season and have

learned to cut cane. The work is not heavy, but it is tedious and, in

neglected fields, exasperating. Many women cut cane in Pinar del

Rio as they do in Louisiana. The country-born worker, however, has

the advantage of skill which enables him to cut the cane closely and

trim it in a single, graceful movement;

Wages are paid for cane cutting, for hauling, loading and weigh-

ing, as well as for supervising these activities, by the weight of the

33 Cf. p. 47* &
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cane. The minimum rate was fixed by Decree No. 117, January 10,

1934, at two arrobas of sugar for every 100 arrobas of cane handled.

This rate covers the entire harvesting process and is to be apportioned
between cane cutters, haulers, and others in accordance with local

custom; at the average price of sugar during the crop this would mean
an inclusive minimum of about 60 cents for harvesting every 100

arrobas of cane handled an average day's work. Reports compiled by
the Department of Labor indicate that this was fairly well adhered to

and that many mills in fact paid as high as 70 or 80 cents for cutting
and hauling. Forty or 50 cents was the prevailing rate for cutting and
20 or 25 cents for hauling. This was partly in response to demands
of labor organizations. In 1933 cane cutters received less than 20 cents

in many cases and the average harvesting costs reported were 88 cents

per 100 arrobas. This is probably an optimistic estimate* These wage
rates are considerably lower than those which prevailed at higher

prices for sugar. A wage table for a leading company is as follows:

Year Cutting Hauling Contractor

1920 $1.20 $0.60 $0.50

1921 .90 .40 .40

1922 .60 .20 .25

1925 .80 .25 .30

1928 .60 .20 ,25

1930 .60 .15 .25

1931
*

.35 .10 .15

1932 .25 .075 .10

1933 .20 .05 .07

1934 .40 -IO ,IO

The laborer is usually given a slip at the end of each day indi-

cating the amount he has earned. Paymasters are sent into the fields

periodically with funds to meet these vouchers, but it is usually pos-

sible for a worker to make use of them at a store -before the pay-

master comes around. This situation is one which is readily trans-

formed into payment by vales, since it calls for more or less intricate

bookkeeping to keep track of advance payments made to workers in

this way.

Planting, cultivating, patching, road-making and other activities

carried on chiefly in the dead season are also paid for by the task,

based on the area covered by the work. The rates for this are some-

what less standardized. There are certain, norms in the minds of the

laborer and of the mayoral with whom he contracts as to the amount

of work that can be done in a given amount of time. The parties
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examine the work and bargain as to what it is worth. Occasionally

an appeal is made to the superintendent. Local pressure is brought to

bear on mayorcdes to make an equitable distribution of dead season

work between the families resident on the estate. Since 1930, however,

the amount of dead season work performed on most cane land has

been greatly reduced.

Despite the urgent necessity of resuming cultivation and planting,

Cuba will not in the future have as much field employment during
the dead season as it had before 1926. There is need for almost as

many cane cutters during the crop season as before in order to keep
the mills running full capacity. This group has been decreased pos-

sibly 25 per cent by the reduction of the number of mills which

ground. The dead season, however, is now much longer; there is

two-fifths as much cane to look after and new plantings will not be

made at the rate of the expansion period. This means that even with

adequate funds the normal program of cultivation and new plantings
in Cuba will fall far short of providing adequate employment for

field workers and their families. This is the situation to which it will

be necessary for centrcdes, colonos, workers and public agencies to

adjust.

Field workers fall far short of enjoying the variety of non-mone-

tary income which accrues to residents on the batey, although they
are in a more favorable position to augment their direct food income

by their own energies. The house provided by the company or colono

is small, without separate kitchen facilities, and usually has no sani-

tary conveniences of any kind. Many houses lack individual wells or

water taps even in the best planned settlements. There is usually a

lot of land surrounding the house available for fruit trees and small

crops, but these opportunities are not fully utilized. Some unhealthy-

looking pigs and chickens run around the yard and in the house.

There is generally no floor. Sometimes there is a pony for the man of

the family, which permits him to ride off to a cockpit or do a little

marketing in town. Where a fortunate neighbor has a radio or vie-

trola, families gather occasionally for a dance. School facilities are

almost wholly lacking for field workers' families. The store main-
tained by colono, cane contractor, or company is limited in the range
of its supplies. Medical service is remote and expensive, even for those
able to pay for it. There is no religious life at all. Large numbers of

rural families, especially in Negro communities, have had no mar-

riage ceremony; baptism is more frequent. The idea has penetrated
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the most remote regions that vaccination is good for smallpox, serum
to prevent typhoid, and quinine for malaria. The field worker is

highly isolated from the urban industrial advantages which the batty
has tasted. Nevertheless, some of these advantages were diffused to

him along the dirt trails and the cane tracks and it will not be difficult

for more of them to reach him.

The conditions of colonos resident on their land and of the

mayorales and field inspectors are rather better than those of the field

workers. They have more income at their command. Mayorales were

paid an average of $30 a month during the last crop, and on large
estates were paid $50 or $60. This salary, moreover, does not stop with

the end of the grinding season. From these classes come the well-

dressed men riding along the highways on their ponies on Sundays
and holidays to cock fights or other forms of recreation. From them
also start the currents of social mobility which carry their sons and

daughters to the batey and town in quest of forms of employment
that enjoy greater prestige.

The relations of mills with their employees, both in batey and

field, are varied. In the main, an attempt is made to give them a

patriarchal character. This is especially true of many old established

mills which have remained in the same hands for a long period of

years. Some Cuban-owned mills have been in the same family for

more than a century. In many of these mills the foreman and super-

vising staff come largely from families that have resided there for

two or three generations. A number of colonos have succeeded to their

fathers. In some western districts field laborers have become so set-

tled that even higher wages have not tempted them to migrate to the

larger estates in the east. On mills where these settled conditions pre-

vail, contracts are largely a matter of form. Wage rates and salaries

are often lower than the island average, but there are always supple-

mentary allowances for family emergencies. The proprietor of one

small mill run entirely under the administration system declared

proudly:
uYou will see no beggars at my station. I see that my people

are always fed." The management of some of the newer companies
have to a certain extent attempted to reproduce this patriarchal rela-

tionship, which evokes a devotion and loyalty and causes an efficiency

that can be equalled only by rigorous supervision in mills where rela-

tions are purely pecuniary. At one large mill the manager, a former

American football player, has attempted to stimulate a team spirit in

his labor force. The mill was entirely closed down when it was visited,
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yet workers discussed with pride the size of their mill and disputed

hotly the claims of others to superiority.

It must be said, however, that the larger milling aggregations do

not lend themselves so readily to relationships of loyalty and pater-

nalism as the smaller mills where the proprietor or manager can

become personally acquainted with the problems and peculiarities of

each of the families dependent on him. The most successful large

mills substitute an elaborate administrative machinery with checks

and balances, and emphasis on fair dealing and punctual fulfillment

of obligations.

Since 1930 the proportion of Americans concerned actively in the

management of sugar properties has been decimated. One company
with a large organization has 108 American and other foreign em-

ployees. This is an outstanding exception. Most American companies
have reduced the number of Americans on their staff to one or two

at the most. The Commission was favorably impressed with most

administrators of whatever nationality, especially on the side of human
relations. The buccaneering type of manager has largely disappeared;
some managers are primarily business men, some primarily techni-

cians, a few bureaucrats, and some with ranging curiosity as to broader

.social" developments. The degree of good will which managements
have won for themselves personally is best demonstrated by the great

rarity of personal attacks which accompanied the strike movement in

the sugar mills last winter.

7. Labor Organization and the Industry

For many years sugar mills have been slow to respond to trends

in labor organization in Cuba. Nevertheless, there were labor dis-

turbances in 1920, and again in the spring of 1925 and in 1931.

Although no permanent local unions of importance survived these

episodes, the strike movement of 1933-1934 seems to have brought
consequences that may be more permanent. This strike movement
has been discussed as part of the general labor situation in another

chapter. Here it remains to discuss aspects of special importance to

the sugar industry.
In the first place, a majority of the mills have signed contracts,

covering at least part of this year's work, recognizing syndicates of

their workers and agreeing to deal with them. In some cases it has
been necessary to recognize the admission even of office workers to
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these unions. In the second place, syndicates which have been organ-
ized and recognized are largely of an industrial type, embracing all

classes of labor in particular departments. Sometimes the employees
of a group of mills in a given zone have formed an all-embracing
union with sections more or less autonomous for particular mill

departments and field areas. In the third place, through the me-
dium of these unions, workers have bargained successfully for wage
increases. Some mill managers claim that the concession was not

greater than companies were prepared voluntarily to concede. In

other cases, however, wage increases were definitely the result of

labor pressure. One company instructed its manager to agree to any-

thing necessary to avoid loss of life and property. In the fourth place,

a considerable number of companies have agreed to contracts with

their workmen which institute a closed shop of the most rigorous
character. Mills were visited at which no employee may be hired

until the union has indicated his acceptance as a member, and no

employee may be dismissed without union approval. It has been nec-

essary to accede to union demands for the dismissal of particular

mayorales and superintendents, and to find positions for men on
whose employment the union insisted. A seniority rule is a feature of

many contracts. Other features of contracts which have been exam-

ined include agreements to enforce the 8-hour day, workmen's com-

pensation law, and other legislative provisions; to improve housing
conditions in the barracones; to make better provision for water sup-

ply in the fields; to install a school teacher; to improve sanitary con-

ditions on the premises; to provide land for sowing minor crops and

water to irrigate them; to provide food for workers called on to work
off the batey; to provide for free trade on the bateys; to provide for

group medical service partly supported by one per cent levies on wages
and salaries. There are few mills which have agreed to all these con-

ditions. Each of them, however, is to be found in contracts agreed to

by important groups of mills.

It remains to be seen what permanent relations will develop be-

tween centrales and labor organizations. Some of the more patriar-

chal mills have managed to stave off union recognition entirely. In

other cases agreements have been made with what are virtually com-

pany unions. Some syndicates are in the hands of leaders whose policy

it is to press their demands gradually on the mills. In others, Com-
munist influence is more prominent, the demands are more severe

and of a type that managers like to call unreasonable, and in some



292 PROBLEMS OF THE NEW CUBA

cases the demands call for already prevailing conditions. In any case

it is clear that mill managers will have to reckon in the future with

issues presented by organized labor. There will be pressure to secure

wage increases and other advantages corresponding to increases in the

price of sugar. The organization of labor will ofiFer a powerful coun-

terweight to the pressure of unemployment on labor conditions.

8. Summary

To summarize, the social well being of both colonos and laborers

in the sugar industry calls for improvement. It seems desirable, first,

to increase the number of independent small-scale colonos working
on their own land. It is suggested that consideration be given to the

feasibility of providing legal norms for the rates of colono liquida-

tion, taking account of the great diversity of conditions in different

areas. Systematic legislation covering the entire field of colono con-

tracts is desirable. Second, the condition of the wage earners in the

batey and in the field needs to be safeguarded. A beginning has been

made with a minimum wage and the 8-hour day. Certain minimum
requirements in housing and food, such as are imposed on plantation

enterprise in Africa and the Far Eastern colonies, might also be

imposed by law. Legislation might provide that wage increases be

calculated on the "average price of sugar." Some mills increase wages
12% per cent for every 25 cent increase in the "average price" per cwt.

of sugar. Under this system a basic wage of 80 cents a day would
increase to $1.10 when the Havana average sugar price rises from $i

to $1.75. The adoption of such a system of wage payments by law

would insure the participation by workers in price benefits realized

for the sugar industry from marketing agreements.
The greatest social problem of all, however, is the problem of the

dead season. While in operation mills must be run close to capacity;
a full complement of labor is therefore needed both in the mill and
in the field. The number of workers required for a grinding season

of 60 days will be about the same as was needed in 1926, with a reduc-

tion of 25 per cent for mill capacity no longer utilized. To a certain

extent this reduction is offset by the nearly 50 per cent increase in

mill staff required by the shift from the 12 to the 8-hour day. More-

over, with the stabilization of sugar prices, dead season program in

the field and at the mill will be revived. It is clear, however, that the

mass of employees engaged at the mill, on private railways and in the
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cane fields are going to have long periods of unemployment every

year. The problem of livelihood for these people must be settled on
a long time basis if the welfare of the rural districts is to be assured

and social peace is to be achieved.



CHAPTER XIII

CONSIDERATIONS AS TO SUGAR POLICY

During the next few years Cuba may count on marketing 1,700,000

tons of sugar in the United States and about 900,000 tons in other

countries. It is unlikely that in the predictable future the Cuban mar-

ket will exceed 3,000,000 tons at the most. At the same time, Cuba

has 160 sugar mills, capable of producing an output of between

5,000,000 and 6,000,000 tons. These figures indicate that Cuba is still

confronted with the problem of reorganizing its internal economy.
The extent of such reorganization may depend on the price Cuba

will receive for its sugar in the future. As a result of the reduction in

the American duty on Cuban sugar, this price should rise. Both Ameri-

can and Cuban producers, however, have been concerned lest these

reductions lead not to increased prices for the producers but to low-

ered prices in the American as well as the world market. Both hope
that Cuba will obtain what is called "the full benefit of the prefer-
ence."

* As this phrase is now used, it means that the New York c. & f.

price for Cuban sugar should rise by approximately the same extent

as the additional preference of .60 cents granted Cuban sugar in the

new reciprocity agreement.

i. Getting the "Full Benefit of the Preference"

The new quota system materially modifies conditions of competi-
tion in the American market; and in the long run the ruling price
will presumably tend to be set by that duty-free sugar produced in the

United States whose production costs are highest. Nevertheless, eager

1 The phrase "full benefit of the preference" has also been used in discussing the respective
levels of the New York c. & L pnce and the world price. In discussing: the old reciprocity treaty
it was customary to use this differential as an index of the degree to which Cuba benefited
from the reciprocity treaty. Cuba got the "full benefit o the preference" only so long as

full-duty sugars entered the United States. Cf. p. 245. Under such conditions the American
price level for sugar was definitely linked up with the world price level. Since the introduction
o the quota system, which virtually prohibited imports into the United States from foreign
countries other than Cuba, the American and world markets have, for all practical purposes,
been divorced. The American sugar price will presumably be governed only by factors affecting

supply and demand in the United States, its possessions and Cuba. Hence the original meaning
of "full benefit of the preference" no longer has any significance.

294
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sellers in any producing area enjoying a quota may depress the Ameri-
can market for short-term periods.

In an effort to avoid this danger and to secure for Cuban sugar
the "full benefit of the preference," the Cuban government decided

in the summer of 1934 to establish a special committtee to set a price
below which no sugar might be shipped to the United States.

2 This

committee has decided that Cuban sugar may be exported at a price
of .90 cents below the average New York duty-free price during

August, or at 2.2963 cents c. & LB This price may be changed when
20,000 tons of duty-free sugar have been sold at another figure.

Under this plan, Cuban sugar does not attempt to dictate the

American price, and if Cuba does not realize the "full benefit of the

preference/' it will be due to other holders of sugar. While Cuba

cannot, therefore, be accused of attempting to monopolize the Ameri-

can market, the plan does not guarantee that the quota will be dis-

posed of at the set price. During the fall of 1934, and possibly at

certain seasons in subsequent years, there will be no active sales for

duty-free sugar at all. The market will be only nominal during those

periods;
4 hence the price, once fixed by the Cuban committee, must

remain unchanged, at least until November, when Louisiana sugar

begins to come into the market*5
Moreover, sugar from different pro-

ducing areas does not press for sale in steady volume throughout the

year. At certain seasons, especially in the spring, there is likely to be

more active competition. The American quota system should be logi-

cally completed by an arrangement for orderly marketing throughout
the year, either by a joint marketing agency representing all inter-

ested producers or by the simpler device of having quarterly quotas

2 The proposal of a Single Seller was not favored, partly because of Cuba's unfortunate

experience with similar devices in the past, and partly lest its monopolistic character arouse

resentment in the United States. The plan adopted, however, is substantially a Single Seller

without the name. The proposal of an export tax equivalent to the reduction of the duty was
also considered. This idea involved the distribution of the proceeds o the tax to Cuban mills

in proportion to their total production. One objective of this plan, originally brought forward

by Santiago Claret in 1929, was to enable mills which have traded portions of their American

quota for quotas in other markets, or who have been obliged to sell their American sugar in

disproportionate amounts before the trade agreement, to participate in the benefits of the new
tariff reduction.

3 Very little sugar was actually sold at the August prices, which presumably anticipated
somewhat the effects of the impending tariff reduction. An average based on all duty-free sales

from June 8 to August 31, 1934, would have been a more equitable basis, and one more likely

to succeed,
* The quotas for most of the areas producing for the American market had been practically

exhausted by the time the Cuban-American trade agreement went into effect.
5 It was this rigidity, coupled with the determined opposition of American refiners to the

Cuban price, that compelled the Sugar Institute on October 4, 1934? to offer a 24-hour period

during which sugar might be sold at 2.185 cents. In response to this offer, only 145,000 tons of

raw sugar were bought, out of approximately 635,000 tons available in Cuba,
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for the different areas established by the A.A.A. Cuba has taken the

first steps in this direction by authorizing its Export Committee to fix

monthly quotas for each mill in Cuba, based on a calculation as to

what the American market will absorb.
6

Not even these arrangements, however, will deal adequately with

the problem of warehoused sugars which have left Cuba.7 Such sugar

has passed into the hands of persons who are not necessarily inter-

ested in maintaining prices for Cuban sugar. During the first two

weeks of the new trade agreement such sugar was offered at 1.96 cents

a pound, a price 20 points higher than in August but still far below

the former duty-free price less the altered duty. It is doubtful, there-

fore, whether Cuba will be able to secure the price fixed by its export

committee until approximately 300,000 tons of this warehoused sugar

is sold. Moreover, in the early part of 1935, at least, Philippine sugar

now in warehouse will similarly be in a position to preempt the mar-

ket.
8 So long as the A.A.A. continues to compute quotas from the time

duty is paid instead of from the date of physical entry, similar situa-

tions are liable to arise. The entire problem of warehoused sugars

which have passed out of possession of original producers in most

cases, calls for the closest scrutiny on the part of both American and

Cuban administrators of sugar control. Price stability in the American

market cannot be assured without bringing such sugar under more

effective control, if fulfillment of quotas continues to be recorded on

the basis of duty-paid sugar. The Commission has already indicated

that in its judgment the calculation of quota fulfillment from the time

of physical entry is more consonant with orderly marketing. It is pos-

6 This action, being unilateral, is open to the same difficulties which were formerly encoun-

tered by the Single Seller. C. pp. 243-244. Moreover, the fixing of monthly marketing quotas

for each mill greatly complicates the marketing of sugar- It is believed that a quarterly system,

embracing all producers for the American market, will be less obnoxious to producers.
7 Only Cuban sugar is warehoused in the United States as a rule. Raw sugar coming from

other areas represents a higher inventory value. If a Puerto Rican producer, for instance, wishes

to warehouse some sugar in anticipation of a future price advance, he will sell his own bags
and buy Cubas for the purpose. At the present time several hundred thousand tons of Philip-

pine sugar imported in excess of the 1934 quota are held in warehouse, most of it already

sold for delivery in January as part of the 1935 quota.
8 It seems unlikely that independent sellers of sugar would sacrifice it at 1.96 when a price

closer to 2.29 could be as readily obtained. It must therefore be supposed that the spread
between the warehoused sugar and the Cuban committee's price arises from sugar now owned

by refiners* agents or by interests in a short position on the New York Sugar Exchange, or from
sales by Cuban mills to fulfill contracts made before the trade agreement. The price of 1.96

corresponds roughly to the L6ndon price, plus the tariff differential in favor of Cuba. It is

evidently fixed with the aim of interpreting "the full benefit of the preference" to Cuba's

disadvantage. It is equally disadvantageous to domestic producers. The success of the American

policy involves the entire abandonment of the idea that conditions in the disorganized world
market establish price levels which should be a norm for the United States. During September
1934, virtually the only exports from Cuba to the American market were in fulfilment of

earlier contracts, or by mills owned outright by refiners.
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sible that it would also relieve the warehouse situation. It appears,

therefore, that policies aimed at securing "the full benefits of the

preference" for Cuba have not been wisely considered.

2. The Struggle for Survival

These are not the only difficulties to be faced, however, by those

interested in securing a more adequate price for sugar producers in

Cuba. The average price secured by the Cuban mill-owner for his

crop does not depend entirely on the price he is eventually able to

secure in New York. Recent price changes there have left world prices
and the price in the local Cuban market undisturbed. During the

summer of 1934 world prices and Cuban local prices have remained

consistently below one cent a pound, while the New York price has

advanced in great leaps. On September i, 1934 the London price was
the equivalent of .88 cents f.o.b. Cuba. Even if Cuba can maintain a

price as high as 2.29 cents in New York, the average price received

by Cuban mill-owners on all contingents will be only 1.75 cents or

i.80 cents.

On the other hand, cost investigations by the United States Tariff

Commission indicated that for 1930-1932 average costs of production
in Cuba amounted to 1.923 cents a pound, delivered in New York.9

It is clear, therefore,, that the measures taken by the United States

do not dispose of the problem of making the Cuban sugar industry
as a whole adequately remunerative to those engaged in it, whether as

mill-proprietors, colonos or laborers. While a number of mills will

be profitable under the new market conditions, others with higher
than average costs, including half the mills, will be losing proposi-

tions, in so far as earning interest on their investment is concerned,10

The question therefore arises whether, in the long run, it will not

9 These investigations covered a representative sample of seven mills, large and small, in

diverse locations, and the cost included computed interest on the book value of properties.
These computations will necessarily require correction in looking forward to the probable situa-

tion for the 1935 crop. On the one hand, valuations should be sharply written down with

consequent lowering of depreciation and interest charges. It may be presumed that gradual
efforts in the direction of adapting cane zones to reduced quotas will lower costs. On the other

hand, average prices for the 1930-1932 period were lower than may be anticipated for 1935,
when the payments of mills to colonos and in many cases to mill and field employees will

presumably increase,
10 The published report of the U. S. Tariff Commission indicates that a large proportion of

Cuban mills have costs which range closely about the average* There are differences, however,
between the highest and lowest cost mill which in some years have amounted to i

l
/i cents a

pound. These figures include overhead costs, as to which it is believed there are exceptionally
wide variations* There are also great differences in operating costs, both in field and mill. The
authors of this report have not been able to examine the detailed cost records of the Tariff

Commission.
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be for the best economic interests of the island if sugar is produced
in the most efficient plants, and whether public policy should not call

for such an administration of the quota system as to encourage mills

which have been rendered profitable. Such a policy, if adopted, would

be the moral equivalent, in a controlled industry, of processes of selec-

tion which are presumed to take place between enterprises in a

competitive society.

In adopting a policy for crop restriction and in assigning quotas
to the different mills, the government of Cuba has implicitly indi-

cated its disbelief that the survival of the fittest would promote the

general welfare of the island.
11

It has been feared that the continuance

of laissez faire would mean the rapid extinction of smaller mills,

largely owned by Cubans, and that sugar production would be con-

centrated for the most part in the eastern provinces under large North
American companies. This assumption, however, has not passed un-

challenged. It is contended that mills producing up to 100,000 bags
or so in a full crop may have more efficient administration, may main-

tain labor morale at reduced wages more effectively, and may curtail

overhead expenses more readily than larger units. It is the "one-man"

mill that is the most persistently successful. "The eye of the master

fattens the horse" is a Spanish proverb often quoted in this connection.

Nevertheless, the processes of selection in the sugar industry of

Cuba for half a century before 1925 suggested the high survival value

of large mills. Down to the time of the World War most of the

mills actually eliminated in Cuba were small, and frequently had

poor locations and old-fashioned machinery.
12

They did not justify

further investment for the purpose either of expansion or modern-
ization. Financial involvements resulting from the crisis of 1921

brought more drastic changes. Thirty-two mills were eliminated

11 The history of the sugar industry in the West Indies gives little support to the view that
excess production will be eliminated by the failure of enterprises or that the less efficient pro-
ducers will be permanently eliminated by failure. What is going on in Cuba today in the

reorganization of bankrupt companies echoes the story of the business cycle in the sugar industry
as far back as 1688, when the planters of Barbadoes made known the "groans of the planta-
tions" in London. Companies have been sold at auction for a fraction of their former book
value and their purchasers, with overhead costs even less than those of unreorganized but
possibly more efficient mills, were able to resume the struggle with odds in their favor. It is

the enterprisers which usually die, not the mills or the growing cane. Some real selection does
go on* however.

12
Twenty-three mills were definitely eliminated before 1914, none of which had ever made

as many as 50,000 bags in the long crop seasons then prevalent. Twenty-five others, largely
of the same class, ceased to grind before 1920. Ten of the latter group were consolidated with
mills belonging to the same proprietor. The total number of mills in Cuba, however, tended
to increase during this period. Only six of the mills which were eliminated from 1904 to 1920
were under American ownership, so far as can be ascertained.
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within five years, many of them by consolidation or absorption by

larger neighbors.
13

On the other hand, selective processes have gone on during the

restriction period, and give some support to the view that destruction

of small units is not inevitable. It is not possible to gauge the precise

effects of the quota system in this respect. One hundred and thirty-

five mills ground in 1934, as compared with 176 in 1926. Nineteen

mills which ground in that year or since have entirely disappeared

and have not been allotted quotas since 1931- Twenty-five others are

still allotted quotas, and retain a skeleton organization, but grind their

cane at neighboring mills, usually belonging to the same group of

interests. The larger number of these non-operating mills are sizable

affairs, which in their best season manufactured from 100,000 to

250,000 bags of sugar. Presumably they were being operated at losses

which the proprietors could not absorb. Twenty-five mills of North

American ownership have ceased to grind as compared with nineteen

of Cuban or Spanish ownership.

To a limited extent, early allocations of quotas tended to favor

Cuban properties and those located in the western part of the island

where there were the larger number of colonos and workers of Cuban

nationality. During the last two crops this policy has been accentu-

ated. Under the Grau regime the quotas for 1934 allotted a fixed

quota of 60,000 bags, to all mills whose quota had been reduced below

this point in the previous year about 80 mills in all.
14 This answered

the clamor in certain quarters for a "free'
1

crop, and was intended to

augment the production of the smaller mills. As a result of neglect

of the fields, however, this result has not yet been accomplished. The

"free" mills produced only some 2,360,000 bags in 1934 as compared

with 2,500,000 in the previous year less than half their allotted quota,

which was redistributed to larger mills which had cane in excess of

their allotment. Granting the social desirability of retaining this group

of 80 mills in production, it appears that they are in need of financial

assistance to enable them to replenish their supplies of cane.
15 These

mills, however, have presumably met approximately their operating

costs during a period of extremely low sugar prices. It is evident from

18 Nine of these were owned by North American interests, but there was considerable

transfer of property to North American hands, involving the bulk of the larger mills with

more modern equipment.
14 Decree No. 3278, Gaceta Ofidal, December 30, 1933*
IB Cf. p. 303*
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published balance sheets that some large mills with strong financial

backing have not done so well.

There are other reasons for believing that the role of differences

in mill size and equipment has been exaggerated as a cost factor. The
entire factory operating costs of many mills is actually lower than the

cost of carrying their sugar to port. Operating costs average about

only an eighth of the total cost of sugar delivered to United States

ports.

3. Soil and Transport factors

Apparently the two most important factors in the struggle for

survival are soil and the cost of transporting sugar.
16

Soil

In 1932, when presumably only the best cane was cut, yields ranged
from more than 90,000 arrobas to the cab at Preston, Senado, Pastora,

Victoria, and San Agustin (Remedies) to 25,004 at San Ignacio in

Matanzas Province. Methods of cultivating accounted for much, but

not all, of this difference. There are also great differences in soils

controlled by the same mill.
17

In the absence of detailed soil analyses there seems to be no other

basis for determining cane quotas than the presence of cane on the

land. Until these analyses are made, it will not be possible to deter-

mine which mills should be closed down and which extended, in so

far as these factors depend on the quality of soil.

Cost of Transport

A second important item in cost differentiation is location with

respect to ocean transport. For mills located on or near the seacoast,

the cost of getting sugar on shipboard may be as low as two or four

cents a bag. At the other extreme are mills in the interior, which must

ship their sugar to port via the public railway at a cost, including
wharfage and other charges, as high as 80 cents a bag. When sugar

brings only % a bag in New York as it did during most of 1934, this

16 Drought, hurricanes, tax discriminations, may happen to all mills. Technical knowledge
is fairly free and readily communicable*

17 Nevertheless, soil
^
which is not naturally the best may, as at Preston, be compensated for-

by technique and administration. The operation of the quota system has possibly tended to

prevent marginal cane land from going out of cultivation. Quotas have been allocated on the
basis of land under cane in 1930, irrespective of its quality; moreover, transfer of quotas so as
to make greater use of the better cane lands has not been entirely free. The land thrown out
of cultivation has therefore not been necessarily the poorest land.
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transport charge is a serious item. In sugar circles it is generally

agreed that around 30 cents a bag is what most mills can reasonably

stand
1S an amount which is almost as much as the labor costs of

milling. Mills obliged to pay maximum prices for carrying sugar to

the sea pay as much as it costs to grind the cane, turn it into sugar,

and bag and load it in cars. One important group of mills could have

saved several hundred thousand dollars annually during the past six

crops had it been able to export sugar through near-by private ports.

These heavy transport charges do not arise from natural factors but

from the operations of the Tarafa Act of I923,
19 which prohibits the

opening of new sub-ports, and virtually compels mills not having

such ports to transport their sugar over the public railways. The ques-

tion may be raised whether, in the absence of data on which the mar-

ginal sugar lands may be withdrawn from production, the problem

of the present excess capacity in Cuba could not be solved by simply

allowing the interior mills, now vitally handicapped by the Tarafa

Act, to cease operation.
20

The Commission sees two difficulties in such a proposal. The first

is that this basis for eliminating mills would be arbitrary and would

not correspond to normal economic advantages. Second, and even

more important, the extinction of these mills would render completely

destitute the thousands of people who now depend on these mills for

their cash income. It has been argued that if mills are closed the de-

pendent population would shift to other mills whose production would

be correspondingly increased. But this is an incorrect assumption.

In the first place, Cuba is no exception to the general rule that farming

people settled on the land are highly immobile. In the second place,

increased production in surviving mills would probably mean merely

more extended employment for persons already employed there, and

would not create an opening for additional workers in field or mill.

The fundamental reason for keeping all the existing centrales alive,

at least during a transition period, is in order to save a large part of

the population of Cuba from deep distress. For the time being, there-

fore, the Cuban government should continue to allocate quotas among
the different mills on the present basis. But it should also take three

other equally important steps. First, it should modify the Tarafa Act so

*8 The Tari# Commission data showed an average transportation co$t of transport from

the mills of 37.375 cents a bag (11.5 cents per 100 pounds) for 1931-1932.
10 For discussion of this Act, cf. p. 436 rT.

20 The mills most affected by this legislation are those which belong to the General Sugar

Company, the former Cuba Cane Company, and the American Sugar Refining Company, some

of which may be obliged to suspend for other reasons.
"
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as to relieve the discriminatory rate burden at present imposed on the

interior mills a proposal described later. Second, it should proceed
to a detailed soil analysis, so as to give a scientific basis for the gradual
withdrawal of marginal cane lands from production. Finally, it should

embark on a program of land colonization and diversification so as to

give substitute employment to the families no longer able to depend
on sugar lands withdrawn from production. In the final section of

this report we shall present detailed suggestions in regard to these two

last proposals. Once they are carried out, it will be possible to bring
about the gradual and equitable elimination of the surplus sugar

capacity of Cuba and at the same time to provide for the wants of

the Cuban population.

4. Financial Needs of the Mills

In order to gain the benefit of the recent measures taken to stabil-

ize the sugar industry, Cuban sugar properties must solve two finan-

cial problems. In the first place, the heavy capital charges of many
mills should be written down. Many mills now losing money because

of an inappropriate financial set-up, disproportionate fixed interest

charges, or an accounting policy which drags along depreciation at

fixed percentages instead of wiping out deflated valuations in a lump
as they accrue, could be put on a profitable basis by a change in finan-

cial policy. If sugar companies attempt to liquidate recent losses out

of future earnings they will be building on sand. A great many cor-

porations have recently undergone foreclosure and reorganization.
Others should do so, writing down their assets drastically and elimi-

nating the duplication of administrative centers now existing both in

Havana and New York. The lease and mortgage structure of the

sugar industry requires complete overhauling. It can be achieved with
more equity, better feeling and more favorable treatment for Cuban
owners of real property if it is done by negotiation rather than on the

auction block.

In the process the equities of many American investors will in-

evitably be extinguished; but if there is any recourse, it must be from
the American security house that may have misled them originally.

21

21 Some recent foreclosures on American properties have left a bad taste in the mouth o
Cubans, as illustrated in the following note from recent Cuban correspondence in the Intema*
tional Sugar Journal (London), 35:308: "The financial troubles of these recent years caused
the foreclosure of many sugar estates, at times by proceedings unfair to many creditors not
duly protected by existing legislation, and much outcry has been raised in such cases as those
of Central Espana, Central Tdnamo, Cuban Cane Products Corporation and others."
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Many Cubans resent the fact that new groups may acquire the

ownership of a bankrupt sugar property at a sum much smaller than

the original physical value of the plant. This procedure may undoubt-

edly reap profits for the promoter in some cases. At the same time, the

interests of Cuba as a whole are not served by the maintenance of an

inflated financial structure- The writing down of this structure will

make it possible to increase payments to workers and colonos. The

only alternative to private financial reorganization is for the govern-
ment to buy up sugar properties a task we do not believe it should

undertake.
22

The second financial question relates to whether the sugar indus-

try is adequately financed. As we have seen, the mills, both Cuban and

foreign, depend in many cases for advances from the banks in Cuba
advances which have not been forthcoming in adequate amounts dur-

ing recent years. The belief is widely held in Cuba that, since these

banks themselves own numerous sugar properties, they will not lend

to independent mills. It is contended that it is to the interest of the

banks to extinguish independent mills in the hope that the quota

assigned to bank-controlled mills will be automatically increased, re-

sulting in the extinction of Cuban-owned properties. The investiga-

tions which we have been able to make on this subject fail to

demonstrate that banks have refused to loan money to independent
mills which constitute a good banking risk. There may have been

instances where banks have advanced money to their own mills, when
such advances could not be justified on sound banking principles.

Nevertheless, one of the group of mills today most completely desti-

tute of dead season funds is a group entirely owned by a great Ameri-

can bank. It is the belief of the Commission that the difficulties which

mills, Cuban and foreign alike, have recently encountered in securing
advances have been due not to a sinister plot on the part of the bank-

ers, but rather to uncertainties concerning the future of the sugar
market and to the Cuban political, economic and monetary situation.

From the political and social point of view, however, it is desir-

able to keep alive the group of 80 small mills which now enjoy the

"free" quota up to 60,000 bags. These mills have demonstrated their

capacity to exist during the depression, and the government should

not allow them to expire now, just when a recovery of the sugar
market is taking place. It is estimated that this group of mills needs

about $5,000,000 $62,500 a mill on the average with which to

22 C. p. 230.
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finance the planting of new cane especially colono cane. Owing to

political uncertainties in Cuba, these mills may not immediately be

able to obtain bank advances. Instead of establishing any new bank-

ing system to meet what we believe is purely an emergency situation,

the government might consider making loans to mill-owners unable

to arrange them otherwise, on a basis of not over $1,000 a cab, up to

their quota.
23

Chapter XIV indicates that the development of new

banking institutions is desirable in the non-sugar field. As far as sugar

is concerned, our information indicates that the present commercial

banks intend to relinquish their sugar properties as soon as possible.

Once this takes place, one cause of the present fear of discrimination

as to credit may be removed. Eventually, moreover, it might be desir-

able to develop the financing of colonos, not as at present through the

central which in turn borrows from the bank, but through coopera-

tive credit societies maintained by colono associations.

The adoption of these measures relative to orderly marketing,

amendment of the Tarafa Act, and financial reorganization should

contribute to an improvement in the sugar industry. But this improve-

ment is likely to become fully effective only if steps are successfully

taken to extend the American quota plan on an international scale.

5. A New International Sugar Agreement

A number of Cubans vigorously advocate termination of the Inter-

national Sugar Agreement which now fixes a Cuban quota in the

non-American market. Making use of the arguments of laissez faire,

these Cubans declare that if quota restrictions on production for the

world market were removed, an extension of Cuban cane acreage and

employment would take place, in view of the relatively low costs of

production in Cuba and the protected position in the American mar-

ket for part of the crop. If complete free trade in world sugar could

be achieved during the next few years, something could be said for

this point of view. But the prospect of a general abandonment of

present nationalist economic policies seems too remote to be consid-

ered as a serious possibility. It is doubtful whether other nations will

permit Cuba to market during the next few years much, if any, more

sugar than the 900,000 tons sold at present.

A better argument for the abrogation of the Chadbourne plan is

that it would enable many mills to stop selling sugar in the world

23 We do not advocate, however, the permanent entry of the government into the banking
business under present conditions.
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market altogether, and thus cut their losses. It is possible that a ma-

jority of mills having a profit guaranteed by the American quota

possess such advantages in operating costs that they are able to earn

something toward their overhead even at current depressed sugar

prices in the world market. Nevertheless, as a result of the increased

price received in the American market because of the new sugar pol-

icy of the United States, Cuban mills will virtually be obliged to

increase the price paid to colonos for cane, and most mills will be

obliged to raise wages. Thus their total operating costs will be in-

creased. The number of Cuban mills in a position to market sugar
at prices below a cent a pound must therefore diminish rapidly. Under
the Chadbourne quotas, the mills which are sub-marginal with respect
to the world market must either produce a considerable quantity of

their sugar at a loss, or pay a premium to other mills so as to exchange
their world quota for a larger share in the profitable American quota.

Complete laissez faire as to the world market would relieve them of

this embarrassing dilemma.

Thus the policy of abrogating the International Sugar Agreement
tends to merge with a second possible course of action for the Cuban

sugar industry. Under this course Cuba would reduce its sugar pro-
duction to the amount allowed in the American quota, abandoning
its position in the open market as unprofitable. This abandonment
would tend to be brought about by the abolition of the International

Sugar Agreement, for only mills that could cover their operating
costs by producing sugar for sale in the world market would attempt
to sell in the world market. Far from increasing its foreign sugar

sales, Cuba would thus probably sell less sugar than it sells at present,
which would obviously injure the interests of the Cuban people. On
the other hand, if more were sold, the action would be viewed every-

where as a menace and give rise to reprisals. Moreover, the United

States would indirectly be held responsible for any Cuban dumping
so long as the Jones-Costigan Act, which constitutes a subsidy to the

Cuban industry, continues in effect.

The Commission therefore believes that Cuba should proceed on
the assumption that it cannot sell more sugar in the world market

than heretofore, but that it should sell that much and endeavor to

bring about an increase in the world price of sugar by a new inter-

national agreement. It is this policy which Cuba has been pursuing
for the past year and a half. At the London Economic Conference of

1933 the Cuban government presented a proposal for an international
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sugar stabilization agreement which, with minor changes, was ap-

proved by the International Sugar Council. Under this plan the lead-

ing sugar-producing countries would agree for ten years not to increase

the stipulated daily capacity of their present mills, not to build new

mills, nor put into commission mills now dismantled. They would

also undertake not to grant new sugar subsidies, direct or indirect,

for production or export, nor to make any new increases in tariff

duties beyond 70 per cent ad valorem during the next two years.
24

These were rather drastic proposals, the adoption of which would

have prevented technical improvement. For this and other reasons the

plan did not meet the approval of countries which, like Great Britain,

market considerable sugar machinery.

Nevertheless, the establishment of the quota system by the United

States has given a new stimulus to international sugar negotiations.

The Chadbourne countries are negotiating with regard to a new basis

for export quotas after the expiration of the agreement in 1935; and

efforts are being made, at the suggestion of Great Britain, to have all

countries agree to stabilize sugar exports at approximately the present

level.

The world-wide stabilization of exports would tend to enhance the

world price for sugar. But even though a large part of the world out-

put is now produced under some form of a restriction program, it

seems highly improbable that all producing countries will concur in

a single international agreement to limit exports. A more feasible

method of achieving agreement and price improvement rests with the

leading importing countries, which are relatively few. If Great Britain,

France, British India and other British dominions would agree on

plans for import quotas similar to those which have been arranged

in the United States, a long step would be taken in the direction of

stabilization and price improvement. Such agreements would involve

quotas for domestic production in each case, and would be contin-

gent on the continuance in some form of the International Sugar

Agreement and the American quota system. Great Britain's system of

preferences to its Crown Colonies and domestic subsidies already

embodies the elements of such an arrangement. It seems likely that

the threatened dumping of American refined sugar in the world mar-

ket may encourage the allocation of British quotas to Cuba and other

export areas.
35 Great Britain itself refines Cuban sugar for export to

^International Sugar Journal, July 1933, p. 249.
25 This dumping arises from interpretations of tariff legislation in the United States which

allow American refiners to receive drawbacks on the old 2, cent duty basis, while paying
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many smaller countries in Europe and the Near East. Hence an agree-

ment with Great Britain would automatically control the situation for

a time in a majority of the principal import areas. The market for

Java sugar, however, is crucial to any settlement.
26 The adoption of

a quota system in British India, the allocation of about 100,000 tons

to Java in European markets (the amount which it now actually sells

west of Suez), and the agreement of Chadbourne countries not to

compete with Java for the Far Eastern market, would be important

parts of an international settlement. The Commission recommends

accordingly that Cuba enter into negotiations with leading sugar im-

porting countries for an agreement between governments on the basis

of import quotas, which may be adjusted to changes in demand as

reflected in world sugar prices.

The prospects for world price improvement within the next five

years are not unfavorable. European abnormal surpluses had been

practically wiped out by September 1934. Cuban stock will have been

reduced by at least 500,000 tons this year, leaving approximately the

same amount to dispose of in 1935 in excess of production. Only Java,,

with an excess carryover of 2,400,000 tons on March 31, 1934, remains

a serious menace to the market. At Java's present rate of production
and export, it will require at least five years to get rid of this surplus.

Unless Java can be restricted in its exports west of Suez, this surplus
will depress the world market for several years to come. This situa-

tion would be averted by the type of agreement we propose. In any

event, the reaction from the unhealthy expansion of the post-war

period should have run its course after a few more years, when it

may be expected that the factors of supply and demand will produce
an equilibrium more nearly consonant with pre-war price levels and

those which prevail in the United States.

6. Distribution of the Benefits

It remains to inquire how the benefits of an improved market

position can be adequately distributed over Cuba as a whole and not

concentrated in the hands of an industry dominated by foreign capital.

To achieve this end it has been suggested that an export tax be

levied on Cuban sugar shipped to the United States, equivalent to the

.6o-cent reduction effected by the new trade agreement, and that the

lowered duties on raws. This privilege expires a year from the dates of successive tariff reduc-

tions, Cf. New York Times, September 16, 1934-
26 It is believed that the government of British India now recognizes that the undue encour-

agement it has given to domestic production endangers its revenues, of which duties on sugar
from Ja^va were an important part.
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proceeds be employed by the government to carry out a general recon-

struction program. It is argued that the United States is employing

the proceeds of the sugar processing tax largely for direct benefits

to planters in the United States and to support reconstruction plans

in the Philippines, Puerto Rico and elsewhere, and that Cuba should

follow this example. In reply, the sugar interests argue that if the

government thus attempts to capture the advantages arising out of

the reduction in sugar duty the result will be disastrous to the indus-

try. Capital is greatly needed for the purpose of replanting and recul-

tivatingj while wages and colono payments should be increased. They
also contend that the government would improperly make use of the

proceeds of a new export tax, whereas if the benefits of the reduced

duty are returned to the industry, such proceeds would at once im-

prove the condition of the population dependent on the ccntrales and

the country generally.

While admitting the contention that the sugar industry is in need

of rehabilitation, we believe that it would be unfortunate if the gov-

ernment did not attempt to recapture a portion of the benefits of the

reduced duty for general needs. The rehabilitation of the sugar indus-

try will not solve the problems of the dead season nor many other

acute social problems.
The Commission agrees, however, that a new export tax on sugar

equivalent to the reduction of 60 cents a hundred pounds in the trade

agreement is too large. But it does favor the imposing of a progressive

export tax, starting with a flat tax of say one per cent on all sugar

exported at a price above 1.75 cents New York c. & f. or its equiva-

lent. When the price reaches 2 cents or above a surtax should be im-

posed, reaching a maximum of possibly 50 per cent when sugar reaches

5 cents. The object of the progressive feature of this tax would be to

serve as an automatic brake on too rapid expansion of the industry

in case of price advances. The plan as a whole would place much
needed revenue in the hands of the government for a reconstruction,

program. If a new spirit succeeds in penetrating government depart-

ments, public funds should be more productively expended in the

future than in the past.

7. The Qttestion of Refined Sugar

It remains to consider the position of the Cuban refined sugar in-

dustry as it is^affected by the new sugar policy of the United States.
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In a previous chapter we have described the expansion of refining in

Cuba during the last few years. This expansion has not taken place
without causing outcries from American refiners, who have been

organized into the Sugar Institute. Despite the general depression,

representative American refining companies have maintained a good
record of net earnings during the last few years. It is also true, how-

ever, that in comparison with average deliveries for domestic con-

sumption from 1928-1931 of 4,712,171 short tons, these refiners deliv-

ered only 3,895,342 short tons in 1933; their proportion of the total

also fell from 75 per cent to 66 per cent.
48 The relevant figures for

other principal sources of refined sugar deliveries are as follows:

1928-1931 1933
Amount Per Amount Per

Area (in short tons) Cent (in short tons} Cent

U. S. beet . . . 1,110,628 17.7 1,276,615 21.6

Cuba *
. . 341,913 54 500,056 8.5

U. S. Insular areas . 96,422 1.6 223,104 3.8

Total American consumption 5,822,799 100.0 5? I7I?957 100.0
* Cuban figures include turbinados, etc.

It is clear, therefore, that increased supplies of Cuban refined sugar
have not been the major factor in the loss of sales by American re-

finers. The greatest proportion of the decline has come simply from
the diminution of American consumption. Moreover, Cuban deliv-

eries have increased only 46.2 per cent as compared with an increase

of 131 per cent for insular areas under American sovereignty.

In January 1934 the United States Tariff Commission reported
that conditions of production were approximately the same as be-

tween Cuban and domestic refiners, and recommended that the tariff

protection sought by the latter should not be granted. Nevertheless, by
the terms of the Jones-Cbstigan Act very definite limits have been

imposed on the admission of refined sugar to the continental United

States. This was done in provisions which limit the amount of "direct

consumption" sugar which may be imported from Cuba to 22 per
cent of its total quota in the American market, and similarly limit

the "direct consumption" sugar which may be introduced from the

Philippines, Hawaii, Puerto Rico and other outlying possessions to

*8 These figures, taken from the U. S. Tariff Commission, Report to the President, cited,

pp. 165-6, are derived from Willett & Gray and the Sugar Institute. They cannot be closely

compared with statistics as to duty-paying imports, which will be used later in interpreting
the Joncs-Costigan Act*
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the amount entered in either 1931, 1932, 1933, whichever was the

greater.
49

It is widely believed in Cuba that these provisions have worked

a serious injustice to Cuban refiners by restricting them far more

rigorously than refiners in the insular possessions of the United States.

Precise measurement of the extent of this injustice is difficult,

inasmuch as past statistics of duty-paying imports (with which pres-

ent quotas must be compared) have been based on polarization and

not on the distinctions established by the Jones-Costigan Act. The

following table represents an attempt to identify the amounts of each

class of Cuban sugar which may be included in the "direct consump-

tion" category:

DUTY-PAYING IMPORTS OF DIRECT CONSUMPTION SUGAR FROM CUBA *

(in thousands of short tons)

Average

1931 1932 1933 I93Z-I933

Refined sugar 100 . . 352 420 390 387
Invert sugar syrup 8 23 24 18

Turbinado ) 22 l8 I? I?
Blanqueado J

yy

Total . 382 461 43i 424
* These figures are compiled from the Tariff Commission icport. They do not purport

to correspond to exports from Cuba for the years in question, or to deliveries to final con-

sumers. These latter are claimed in trade circles to show an increase instead of a decrease

for 1933, as compared with 1932. The discrepancies seem to arise chiefly from sugar de-

posited in bonded warehouses in the United States. Since the A.A.A. quotas are computed
on duty-paying imports, however, they must be compared with similar items for earlier

years. It is assumed in this tabulation that turbinado and blanqueado sugar correspond to

imported sugar polarizing above 98 degrees, and therefore dutiable as 99-degree sugar.

It is possible, however, that some sugar polarizing below 98 degrees should be included

under these headings. Invert sugar syrup is reported in gallons. Conversion has been made
into approximate weights of total sugar content.

To equate these data with the quotas assigned in the Act it is neces-

sary to multiply them by various factors, ranging up to 1.07 for

refined sugar.
50

It appears, therefore, that Cuba has supplied an

49 The Jones-Costigan Act does not define or refer to "refined sugar." "Direct consump-
tion sugar" is defined as "any sugar manufactured or brought into the United States for

any purpose other than to be further refined. . , ." Contrasted with this is "raw sugar"
which is defined as "any sugar manufactured or marketed in, or brought into, the United

States, in any form whatever, for the purpose of being, or which shall be further re-

fined. . . ." Under these highly academic definitions the exact character of any particular

cargo of sugar brought to die United States can not be determined until it is sold to a

refiner or to some other consumer. The definition, however, serves a number of purposes,
of which one is the inclusion of various forms of sugar sold to manufacturers in neither

raw or refined form, under the same category as refined sugar. About 50,000 tons of these

turbinado, blanqueado and invert sugars are supposed to have been delivered in the United
States from Cuban sources in 1933.

50 It takes 107 pounds of raw sugar to make too pounds of refined. U. S. Tariff Com-
mission, Report to the President, cited, p. 107. The quotas are computed on the basis of

raw sugar.
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average of approximately 446,000 short tons (raw value) of "direct

consumption" sugar to the United States during the years 1931-1933-

In Cuba's best year, duty was paid on 4933000 short tons. The limi-

tation in the Jones-Costigan Act cuts down this amount to a quota
of 418,440 short tons (raw value). This is a reduction of 15.4 per
cent as compared with Cuba's maximum year. On the other hand,

producers in Hawaii, the Philippines and Puerto Rico have as their

quota the full amount of their maximum year. It may also be noted

that, if the A.A.A. reduces the total sugar quota in 1935 or in sub-

sequent years, duty-paid imports of Cuban refined will be still further

curtailed, whereas other off-shore refined sugar will not be affected.

The Commission believes that it would be wise policy to modify the

Jones-Costigan Act, so as to place Cuba on the same basis as domestic

insular areas in this respect.

Special considerations in favor of this modification arise from the

point of view of American consumers of refined sugar. The sole ap-

parent beneficiaries of the special restrictions on direct consumption

sugar are the seaboard refiners. The Tariff Commission has reported
that they do not require any special protection such as is indirectly

provided by the "direct consumption" quotas. Their organization, the

Sugar Institute, has recently been declared a combination and con-

spiracy in restraint of trade as a result of action brought by the

Federal government. From the point of view of the American con-

sumer, competition of non-continental refined sugar is eminently to

be desired. From the point of view of Cuba the curtailment of an

industry which gives all-year employment, in contrast to the pro-

duction of raw sugar, is regrettable. The Commission therefore hopes
that Congress will remove the discrimination against Cuba from the

Jones-Costigan Act at the earliest possible moment.51

51 The Institute has not been ordered dissolved, but has been directed to desist from

forty-six enumerated trade practices found illegal under the Sherman Anti-Trust Law.
Doubtless refiners will now attempt to formulate a code under the N.R.A. and retain some
of these practices.



CHAPTER XIV

THE MONEY AND CREDIT SYSTEM

i. History of the Currency System

From the time of the first American occupation until 1914 United

States money was the sole standard in all official transactions in Cuba.

By executive action of the President of the United States
*

all customs

duties and taxes due to the Cuban government were ordered to be

paid in dollars, and the Spanish and French gold coins in use were

made convertible into United States money at fixed rates of exchange.
The more widely employed Spanish silver coins fluctuated in value

against the gold units with a generally falling tendency as the gold

price of silver bullion declined. The evils of a fluctuating currency,

thus experienced early in Cuba's history as an independent nation,

led to the gradual adoption of the dollar as the standard of the busi-

ness, as of the official, community.
The Cuban government sought to free the country from exclusive

dependence on American currency by enactment of the law of October

29, I9I4-
2 This law established a gold standard with a monetary unit,

the gold peso, of the same weight and fineness (1.6718 grams 9/10

fine) as the then current United States dollar; provided for the mint-

ing of Cuban gold, silver, and nickel coins; authorized the unlimited

coinage of the gold coins designated in the law; restricted the coin-

age of silver to $12,000,000; and left the amount of nickel coinage to

be determined by executive authority. Full legal tender power was

given to the Cuban gold peso and to United States money other than

fractional coins,
8 with a restricted legal tender power to Cuban silver

and nickel coins;
4

1 December 28, 1898.
2 For a discussion, cf. Jose* Miguel Irisarri, La moneda cubana y los problemas econ6micos

(Havana, 1930).
8 Certain forms of United States paper money which do not possess full, or any, legal

tender power at home have this quality in Cuba. This is somewhat curious but has been of no
practical import.

4 The gold coins authorized by the law of 1914 were o the denominations $20, $10, $5, $4*
$2, and $i; the silver coins were of the denominations $i, 40, 20 and 10 cents; the nickel
coins were of the denominations 5, 2 and i cents. The silver and nickel coins were, and are,

fiduciary. The weight of the silver peso is 26.7295 grams; the smaller silver coins, of a slightly

312



THE MONEY AND CREDIT SYSTEM 313

The monetary system thus established remained unchanged for

nearly two decades and gave Cuba a safe and adequate, but expensive,

currency. Gold coins to the amount of $23,786,750 in 1915-1916 and
silver coins to the amount of $6,662,000 in 1916, $1,751,140.80 in 1920,

and $3,586,859.20 in 1932, were minted and circulated. Nickel coins

f $755>78o value, issued in 1915-1916, were supplemented by $693,780
worth in 1920. In 1933 legislation, going beyond the limits fixed in

the law of 1914, authorized $6,000,000 more silver, while $10,000,000

was authorized in the first six months of 1934.

The law of 1914 made no provision for Cuban paper currency
issues. The superior convenience of paper, however, led to a prefer-

ence for United States paper currency over Cuban gold and the latter

never played a very important part in the Cuban monetary system.

Any remaining Cuban and American gold coins vanished from cir-

culation on abandonment of the gold standard by the United States

in 1933 and the consequent appearance of a high premium on the

coins in American paper currency of equivalent face and legal tender

value in Cuba.

Although it is now being displaced by silver pesos, United States

paper currency has long been, and as yet continues to be, the de facto

standard money of Cuba and gives the monetary system an essential

element of elasticity which would otherwise be somewhat less effec-

tively provided by gold. This elasticity is strikingly evidenced not only

by the rapid expansion of the means of payment whenever a high

price for sugar brings prosperity to the island, but also by the equally

rapid shrinkage in circulation in times of depression. Since 1929 defla-

tion in Cuba has paralleled, or exceeded, that in most other countries;

but money, instead of piling up unused in the banks, has been ex-

ported.
5 This has been greatly to the advantage of Cuba which has

thereby commanded real resources it would otherwise have had to

forego. Popular opinion, however, has fallen into the error of inter-

preting the decline in the volume of money, which is a consequence
of economic depression, as a cause of this depression, with the result

lower .proportionate content of silver, weigh 10, 5, and 2.5 grams for the 40, 20 and zo-cent

pieces respectively. The weight and fineness o the silver peso is the same as that of the

United States silver dollar, while the xo-centavo piece has the same weight and fineness as

the American dime. The 40 and 20-centavo pieces have proportionate weights and the same
fineness as the dime. Like the American 5-cent piece, all the nickel coins contain one part of

nickel to three parts of copper and weigh, for the 5, the 2, and the i-centavo coins, respectively,

5, 3, and 3,5 grams* The weight of the 5-centavo piece is the same as that of the United

States nickel,

p.
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that monetary legislation, some of which is of very dubious virtue,

has recently been enacted.
6

2. Monetary Legislation of 1933 and 2934

The first essential change in the law of 1914 was that of May 16,

I933_before the overthrow of Machado. The $6,000,000 of silver coin-

age then authorized came at a time when the total volume of cur-

rency was declining. In this, and subsequent laws, provision was made

for the issue of silver certificates against silver coin deposited in the

Treasury. The decree of March 22, 1934 (Decree No. 93), in which

$10,000,000 of new silver coins was authorized, was supplemented by

Decree No. 153 of April 24, 1934, which made Cuban silver pesos

tenderable in unlimited amounts in payment of all duties, taxes, and

other payments to governmental agencies.

Decree No. 244 of May 22, 1934, as amended by Decrees No. 256

and 259 (May 25 and May 28, 1934)5 reduced the content of the gold

peso to .9873 grams 9/10 fine (to accord with the reduction in the

gold value of the United States dollar); demonetized the original

Cuban gold peso and the United States gold dollar but retained

United States paper money as full legal tender; gave unlimited legal

tender power both to the new Cuban gold unit (which does not yet

exist in any tangible form) and to the silver peso; authorized the

purchase of gold by the Cuban Treasury at $35 per fine ounce troy;

and prohibited, under heavy penalties, the exportation of gold.

Obligations, contracted prior to the promulgation of Decree No.

244, in money which retains its legal tender quality in Cuba are pay-

able in the money agreed upon in the contract;
T but all monetary

obligations entered upon after the promulgation of the decree may
be satisfied by the payment of any kind of money now legal tender

in Cuba. Presumably although this is not expressly stated the rate

of exchange of the contractual against the legal tender currency is

fixed by the rate prevailing at the time of the promulgation of the law.

Decree-Law No. 268 of June 2, 1934, prohibited the exportation of

money in any form except for specific purposes provided in the law.8

To further the execution of this decree, control of foreign exchange
6 There is a more or less steady export of funds, ordinarily balanced by incoming items,

to meet service on foreign investment and as remittances by foreigners, in business in Cuba,
to thejr native country.

7 The law does not seem to provide for obligations contracted in money which has not been,

or does not remain, legal tender in Cuba.
8 The limits of legal export were fairly liberal since the law did not so much seek to inhibit

business transactions as remittances by individuals, living in Cuba, for their own account

abroad.
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was established, and all money received abroad in payment for Cuban

exports was, within a limited period., to be repatriated unless used for

one of the specific purposes permitted by the law. This decree was

repealed by Decree-Lav/ No. 339 of July 14, 1934.
To obtain funds for the purchase of silver bullion for the recent

coinage, the Cuban government in April 1934 negotiated a loan of

$4,000,000 at 4 per cent with the Second Export-Import Bank of Wash-

ington, D. C. The Cuban government then purchased through the

Bank and the American Treasury about 7.5 million ounces of silver

at a cost of $3,588,569. This amount of silver bullion was to be coined

into Cuban pesos amounting to $10,000,000, thus netting the Cuban

government a seigniorage profit of $6,000,000. The loan was secured

by the purchased silver bullion which is coined in the United States

by the Philadelphia Mint. The delivery of the (coined) silver is made
at Havana only as the Cuban government meets instalments on the

loan. On arrival of the coins, the Cuban government, in effect, sub-

stitutes silver pesos for an equivalent face value of the United States

dollars used in payment and retains the remaining two-thirds of the

coins for general expenses.

The new issues of pesos have been greeted favorably by those who
favor inflation, but they have caused great apprehension in both the

native and foreign business community in Cuba. The right to repay
in pesos any new loan of dollars, or. other foreign currency, produced
a temporary stoppage of credit. Pesos were not yet available in suffi-

cient volume to cover many large transactions, and lenders would not

turn over dollars in exchange for a future right to pesos which would

perhaps be greatly depreciated at the due date of the loan. The re-

straint on transfers of money abroad added to the general distrust

since even foreign currency in Cuba might, under such a law, fall

below its face value in the country of origin. The probably inevitable

failure to enforce this law may have prevented serious monetary
troubles. It had, however, the usual effect of such legislation in stimu-

lating what it was designed to prevent, and its subsequent repeal

was welcomed as essential to a restoration of confidence. Meanwhile,
the proportion of government revenues paid in United States dollars

was declining, and postponement of the issue of silver certificates

(especially of the larger denominations)
9

led to a relative excess of

the one-peso coins, which were taken in quantity by the banks, for

e The postponement is due to the inability of the United States Bureau of Engraving and

Printing, which has the contract for the certificates, to make prompt delivery.
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other than regular customers, only at an appreciable discount against

the dollar.

So long as any substantial quantity of United States paper money
remains in circulation, however, the silver pesos or certificates will no

doubt maintain a value high above the value of the silver they con-

tain or command. They will, in fact, tend to circulate at practical

parity with the dollar or at the very slight discount necessary, under

the operation of Gresham's law, to drive dollars out of Cuba and back

to the United States.

Should United States paper issues be completely supplanted by sil-

ver pesos or certificates, the future fundamental value of the peso
would depend on the quantity issued, although psychological factors

might lead to wide deviations from what might be regarded as the

current norm. The limit of potential depreciation of the silver peso
in terms of dollars is, of course, the dollar value of the peso's silver

content. Up to this point there would be a fiscal profit in new issues.

Should the value of the peso fall to the value of the silver which it

contains, however, this profit would be eliminated, and any tendency
to depreciation beyond this level would be offset by the reduction in

the volume of means of payment which would follow on the profit-

able melting-down of peso coins directly taken from circulation or

obtained through redemption of silver certificates. If such redemption
were refused there would be no limit on the potential depreciation
of the certificates.

The volume of silver which can be absorbed without completely

driving United States paper from circulation depends on several vari-

ables as follows: (i) the amount of American currency now in circu-

lation in Cuba, (2) the volume of business which will develop in the

period in which the pesos are being issued, and (3) the degree of con-

fidence which can be sustained in Cuban money. The volume of

American currency now in Cuba furnishes the upper limit to the issue

of undepreciated silver pesos, or peso certificates, so long as economic
conditions remain unchanged. An amelioration of business conditions

would perhaps permit a proportionately larger emission but any de-

cline of confidence in Cuban money would provoke such an increase

in the velocity of circulation as to lead to the expulsion of American

currency at a rate much more than equivalent to the increase in the

volume of silver pesos.

No one of the factors above listed is capable of exact determina-
tion. Reasonably good estimates can be made of the amount of Ameri-
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can money now in circulation in Cuba, but only a guess at the future

volume of business is possible, while prognostications as to confidence

in the peso currency are subject to a still wider margin of error.

No inflation has as yet occurred and there is no inherent reason

why it should. The total volume of circulating medium in Cuba is

probably no greater than if no new pesos had been issued at all. As
silver pesos are introduced, the paper dollar currency leaves the island

with even greater facility than would gold under similar circum-

stances. Provided the government rests content with the emissions

already made, no harm, and some good, will have been done. The

seigniorage profit already realized is a legitimate return on the replace-
ment of a currency material, expensive for Cuba, by a cheaper substi-

tute which can be kept undepreciated through adequate limitation of

supply. The real question is whether the authorities wish to keep the

peso undepreciated, and if so, whether they will restrict the issues in

the measure essential to this end.10

The business community is in the dark as to the intentions of the

government with regard to monetary policy and, in making its deci-

sions, can assume neither a stable exchange value for the peso nor

inflation. No comprehensive monetary program has been laid down.
The large seigniorage profits on the recent emission of silver pesos

have not been allocated to the regulation of the currency but have

been dissipated on a wide variety of more or less extraordinary gov-
ernmental expenditures. Business men fear, perhaps not unjustly, that

in the absence of a clearly-defined monetary policy the interest of the

community in a sound currency may be ignored in the future vicissi-

tudes of politics.

3. The Question of Inflation

The advocates of inflation include some very able, energetic, and

disinterested individuals and, in one form or another, inflation is a

feature of the program of several strong political parties. Some favor

indefinite continuation of the issues of silver pesos until Cuba, like

China, is on a straight silver standard. The more popular method,

however, is the establishment of a Bank of Issue as the engine for the

10 The margin of remaining United States currency, even as officially reported, is not wide
and the figures include the stocks of unissued Federal Reserve Notes held in the Havana office

of the Federal Reserve Bank of Atlanta. These notes, of course, are not currency but mere
unuttered promises. They should not be included in estimates of the amount of money in

circulation and, in the absence of their segregation, the official monetary statistics are almost

devoid of significance. They might easily, however, lull the authorities into a false sense of

security and lead them to overload the ship with new emissions of silver.
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dissemination of an enlarged supply of currency. The more conserva-

tive proponents of such a bank think in terms of orthodox central

banking, a gold reserve, and fairly high reserve ratios. This procedure,

however, would result in little or no increase in the currency while

the acquisition of adequate capital is a stumbling-block. Bolder spirits

therefore propose an outright issue of $50,000,000 of central bank notes

to be put into a self-liquidating public works program. The revenue

from these works, as it accrued, would be used to sink the original

issue of notes which, it is therefore alleged, would have only tempo-

rary inflationary effects. Finally, some would leave the emission of

paper entirely in the bank's discretion, especially in rediscounting the

paper of prospective native commercial banks.

The proposal for the indefinite issue of silver pesos as a form of

currency depreciation has the advantage of possessing an automatic

imposed limit. Assuming that inflation were desirable, such a limit

would be of decisive importance since cessation of issue of paper

money, particularly under existing circumstances in Cuba, would be

an extremely difficult thing to bring about and might, in any event,

impose no early check on depreciation.

The benefits of inflation in Cuba are greatly exaggerated by its

proponents, while its evils are persistently minimized. Inflation, per se,

does not create or destroy wealth, but merely redistributes it. The
chance that it will produce a more equal, or equitable, distribution is

all but nil. It gives and takes away without regard to merit, mercy
or justice. It must, however, be conceded that it may sometimes act

as a cordial on a prostrate body economic and that it may have cer-

tain other desirable by-products such as the alleviation of a debt which
is so crushing as to prevent the making of any payment at all.

One of the expected by-products in Cuba is the diversification of

industry so essential to the island's welfare. Some tendency in that

direction might develop so long as the presumptive fall in the ex-

change value of the peso outstripped the rise in domestic prices. Under
these conditions the peso prices of imports and exports, reflecting the

high peso price of foreign currency, would tend to rise relatively to

the prices of purely domestic products. Should wage rates lag behind
the movement of prices, as they almost always tend to do, it might
be possible (with profit to the entrepreneur) temporarily to develop
some new lines of export and to produce at home a larger part, or

even the whole, of the domestic consumption of certain products now
imported. Granted, however, that such diversification would occur
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and this, as will later appear, is by no means certain it would be

obtained only through exploitation o the laboring population, who
would be forced to pay higher prices for articles of consumption

(whether import, export, or domestic products), without receiving

any equivalent increase in money wages. Inflation, in other words,
would be a device to lower real wages for the benefit of the entre-

preneur. The entrepreneur in sugar would share this advantage along
with entrepreneurs in other lines, and there is no assurance that

this would not lead to at least as great an emphasis on sugar pro-
duction as now exists. The objective of diversification would thus not

be obtained at all and, even if it were, the stimulus would be but

temporary until peso wages caught up with peso prices, or until the

fall in the exchange value of the peso, relative to its purchasing power
at home, was checked by a cessation of further issues and the decline

in the ratio of imports to exports.

The net result of this policy would, so far as the total volume of

Cuban production and business was not adversely affected, be an

exploitation of the Cuban worker in the interest of the foreign, as

well as the domestic, enterpriser. This can hardly be regarded as good
national policy.

It is highly improbable, moreover, that inflation would have other

than an adverse effect on Cuban output. The mere suggestion of cur-

rency depreciation would almost certainly paralyze credit,
11 check

production and business, and provoke a crisis in an economy which

is in no condition to stand further shocks. Something of this has,

indeed, already occurred. Whatever the general validity of the alle-

gation that a measure of inflation may be a stimulus to business activ-

ity it would therefore seem to have not the least application to Cuba.

If devaluation of the dollar has been, on balance, a stimulating factor

in business, Cuba has shared, through a similar depreciation of the

peso, in any fillip it may have provided. There is great danger that

further drafts of this heady wine would lead through exhilaration

to intoxication, delirium, and finally. complete prostration.

The argument that inflation alleviates a burden of indebtedness

which has become intolerable ordinarily the most cogent of inflation-

ist pleas is of little importance in the case of Cuba. The island's

funded external debt is almost entirely in dollars. The only effect, on
this debt, of depreciation of the peso relative to the dollar would be

11 Cuba is more or less unique in this respect inasmuch as, under existing conditions, any
large loans must, in fact, be made in United States currency but, under the law, are repayable
in pesos at the oar rate of exchange.
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a pro tanto increase in the peso payments necessary for service and

amortization. The real burden of this debt has already been reduced

through devaluation of the dollar, but it could not possibly be affected,

in the interest of the debtor, by a decline in the dollar exchange value

of the peso. The funded internal debt of the Cuban government is so

small as to be negligible. Many large private debts, like that of the

government, are expressed in currencies other than the peso so that

the practical possibility of debt payment hangs not so much on the

value of the Cuban monetary unit as on the degree in which general

economic well-being is restored. Since currency depreciation would

almost certainly have a more or less general retarding rather than

stimulating influence in this direction, the debt argument for inflation

falls to the ground. The extended experience of many Latin-American

and European countries with currency depreciation has given their

working population a profound and just appreciation of the value of

stable money and there appears to be no ground whatever for the

contention that depreciation of the peso relative to the dollar would be

other than a disaster to the Cuban people. The road to recovery does

not lie in this direction. The existing monetary system, while far

from perfect^ has been one of the less vulnerable phases of Cuban

economy, and reform should proceed from the present base rather

than by its destruction. The present system, in fact, was evolved as a

means of escape from evils which would be reintroduced, and exag-

gerated, by any inflationary procedure.

4. Elements of a Good Monetary System and Their Application
to Cuba

The primary elements of a good monetary system are equity, elas-

ticity and economy. Since United States paper money is the de facto

monetary standard, legal tender, and the common medium of exchange
for all the larger transactions in Cuba, it would seem at first blush
that the Cuban currency would correspond to these criteria neither

better nor worse than the dollar. The equity, elasticity, and economy
of dollar currency in and for Cuba are, however, by no means identical

with the equity, elasticity, and economy of the same currency in and
for the United States. It will presently appear that, so far as elasticity
is concerned, the Cuban monetary system is superior to that of the
United States, that in some respects it is more and in others less

equitable, and that it is very much more expensive.
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Equity

To insure even an approximation to equity, it is above all else

essential that money be safe; that the currency unit should not be

subject to marked deterioration in the hands of holders. Correlatively,

of course, the value of the currency unit should not be subject to the

opposite tendency, but aberrations in purchasing power on the side

of inflation are so much more probable than on that of deflation that

it is ordinarily of far greater importance to guard against excessive

issues of money than against a deficiency. To prevent undue exuber-

ance in the issue of money it is customary to select, as the monetary

standard, some suitable commodity, not obtained without great effort,

so that there will be physical limitations on the amount of money
which can be made available. The most suitable commodities for this

purpose are, of course, the precious metals, preeminently gold. The

advantages, moreover, to a small country of exchange stability be-

tween its currency unit and the currencies of the great nations with

which it deals are so great as to throw the gravest doubts on the selec-

tion, as its monetary standard, of any metal other than that to which
the money of those nations is more or less directly attached. This

consideration militates against the continued issue of silver in Cuba,
even if that policy did not involve a very large measure of inflation.

It is of even greater cogency in relation to a free paper currency. So

long as the Cuban economy, for better or worse, is closely associated

with that of the United States, and the American dollar remains

sound in the sense of preserving substantial justice between debtors

and creditors, the principle of equity in the Cuban currency system
is likely to be best realized by the maintenance of unchanged relation-

ships between the peso and the dollar.

So far as equity between debtors and creditors is concerned, the

record of the Cuban currency is the same as that of the United States

dollar or any other gold standard unit.
12 No currency with which the

world has yet had any extended experience is superior in this respect to

gold and, rightly or wrongly, there is widespread fear, especially

among commercial classes in Cuba, that an unanchored currency
would fail to preserve, even approximately, this elementary require-

ment. If the tie with the dollar is strained or severed, the way to

uncontrolled inflation is made easy. The lack of equity which, as will

12 The recent reduction in the gold content of the dollar, which the Cuban currency shared,

has, up to date at least, preserved equity between debtors and creditors somewhat more fully

than has been the case with units of unchanged gold content.



322 PROBLEMS OF THE NEW CUBA

presently be noted, is imposed by the existing system on Cuba as a

nation, in contradistinction to individual debtors and creditors, must

be removed, if at all, by some means which will preclude depreciation

of the peso.
So far as bank deposits are to be considered currency, the Cubans

have had a much safer and more equitable monetary system than the

United States. There have been no important bank failures in Cuba

in the quinquennium of world-wide depression since 1929, and the

distress from this cause, so prevalent in the United States, has been

avoided. This blessing, perhaps insufficiently appreciated in Cuba, is

largely due to the fact that commercial banking is almost entirely in

the hands of certain foreign banks which are among the strongest

institutions in the world. These banks have thrust none of the burden

of depression on their depositors.

A second principle of equity is that the profits on the issue of

fiduciary money should accrue to the government of the country
of circulation. In pursuance of this principle the issue of bank notes

has been made an official monopoly, or put in the hands of a semi-

governmental agency, in most of the advanced countries of the world.

Cuba uses such fiduciary money United States paper currency but

neither the Cuban government nor people obtain any profit whatever

from its issue. Federal Reserve notes are emitted, and excess American

currency is withdrawn, through the Havana agency of the Federal

Reserve Bank of Atlanta. Though it is permissible to issue bank notes

without legal tender force, no bank avails itself of these powers. Do-
mestic issues of the United States banks, however, along with Federal

Reserve notes and other United States paper money, are in free cir-

culation. The United States is therefore reaping at Cuba's expense the

profit on the paper money issues employed in the island* In effect,

Cuba is making to the United States a loan, without interest, to the

amount of the American paper money there in circulation. It is

anomalous that Cuba, where capital is scarce and interest rates are

high, should be making such a loan. The situation is not quite as

inequitable as it seems since much of the cost of administration of the

Cuban monetary system is borne by United States institutions. On
this phase of the problem of equity, however, the balance is against
the present arrangements. The matter will be more fully treated under
the head "Economy."

It is sometimes asserted in Cuba that the general use of the dollar

subordinates the Cuban economy to that of the United States. This
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assertion has, so far as the Commission is aware, never been supported

by any precise arguments, but the belief in the validity of the state-

ment appears, none the less, to be rather widely held. It is hard to see

how the form of money used in Cuba has any bearing on the issue

of economic vassalage. It may be noted that, in the United States,

Spanish silver money was legal tender, and a principal medium of

exchange, until 1834. No one would assert that this practice gave Spain

any special dominance over economic life in the United States during
that period. The case for a national currency in Cuba is strong but the

notion that economic freedom is involved will not bear scientific

scrutiny.

Elasticity

Elasticity is of four major types, emergency, seasonal, cyclical and

secular. Not only should the monetary supply be elastic but the elas-

ticity should be appropriate to certain clearly defined ends. It will do

no good, and may do much harm, for a currency to be capable of

expansion and contraction if it grows or shrinks at inopportune times

or for purposes other than those which are in the social interest. The

elasticity requisite to emergencies is almost always an elasticity of ex-

pansion to cover the abnormal demands for currency under the most

trying circumstances of bank runs and heavy hoarding.
13 Seasonal

elasticity of the currency is important to prevent, at a given price level,

recurring deficiency and redundancy of the money supply or, in the

alternative, undesirable seasonal fluctuations in prices. Cyclical and

secular elasticity do not differ in essentials from seasonal elasticity so

far as the objective is merely to provide a money supply appropriate,
at the current level of world prices, to the volume of business actually

under way in the country concerned. As a factor in the control of

business fluctuations, or price levels, on the other hand, a manipula-
tion of the volume of currency almost the reverse of that which has

normally occurred in the past might become a primary object of

monetary policy. This, however, could be attempted only as an inter-

national measure or by a single nation in disregard of exchange rela-

tionships with the currencies of other countries.

Since a small country, with an economy intimately related to that

of a much larger neighbor, could scarcely hope to succeed alone in

such an experiment, the only present concern of Cuba in the matter

is a money which will possess emergency, seasonal, and the first of

as A corresponding power of contraction is of course essential when the crisis is past.
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the two types o cyclical and secular elasticity. The present system

meets these needs admirably. The foreign banks put American cur-

rency into circulation ad lib to meet panic withdrawals of deposits or

the more normal seasonal, cyclical, and secular expansion. They pro-

vide the machinery for an equally desirable currency contraction

whenever panic is over or the seasonal, cyclical, and secular expansion
is reversed. If a monetary system more or less completely duplicating

that of the United States, or the principal European countries, were

established in Cuba, the expense of providing so effective a service

would be very high and might easily be prohibitive. All of the foreign

banks in the island have much greater resources, both of their own
and freely available to them on a borrowing basis, than any Cuban
central institution could reasonably hope to match.

These foreign banks have in recent years been subjected to runs

which, in all probability, would have bankrupted any purely local

banking system. The only recourse would then have been fiat money.
To obviate this disastrous alternative under a local banking system
would require the maintenance of an immensely high dead asset

reserve since the Cuban economy, as at present organized, is peculiarly
mercurial. The danger of the collapse of an unanchored pecuniary and
financial system exists wherever widespread diversification of risks

is not and cannot be realized.
14 Cuba is highly vulnerable in this

respect but, through the foreign banks, can tap the very large reserves

necessary to the situation without the expense of keeping them. This

is an advantage which should not be lightly surrendered.

Sharp contraction of the currency is, on occasion, at least as neces-

sary to pecuniary health as expansion. The assumption that a contrac-

tion of the currency is the cause rather than the result of economic dis-

tress is a dangerous fallacy. Business has not withered in Cuba because

money was leaving the island but money has left the island because,
for causes quite unconnected with the currency, business had declined.

The price level of mobile goods in any country which carries on inter-

national trade cannot long deviate from the similar price level in the

outside world by more than the cost of transfer of the goods in-

ward or outward as the case may be.
15 The money supply in a^iy

country must be adjusted to this price level if the monetary unit is to

maintain the established exchange relationship with foreign curren-

14 The recent fate of rural banks in the United States is here in point &s well as the

collapse of Cuban banks after 1920.
15 Tariff duties are reckoned as part of the costs of transfer*
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cies of similar standard. If restraints are placed on the free outward

movement of funds, and these restraints can be made effective, the

monetary unit in question will fall in internal purchasing power and,

except for the almost complete throttling of foreign trade, in its ex-

change value against foreign money. The sole issue of the forced

retention of money is inflation; it has no beneficent bearing on social

welfare. The exchange value of such a cooped-up currency tends to

settle at the point which will restore the original substantial equality
of internal and foreign price levels as measured in any of the curren-

cies concerned. The net result, after much disturbance, is a higher
nominal wage, cost, and price structure in the country of depreciation,
and no real social gain.

None of the rather dubious arguments which may be advanced for

exchange control in other countries therefore applies to Cuba. The

primary objective of such control is maintenance of the exchange
value of the currency concerned without so pronounced a drain of

gold as would bring about complete abandonment of the established

standard. Under existing conditions this problem is entirely absent in

Cuba. So long as American money is the common medium of ex-

change, Cuba has the equivalent of an unlimited market for its cur-

rency at a fixed price in dollars. With respect to the dollar, and in the

proportion which dollars form of the total circulating medium, it is

as if the Cuban currency were solely composed of full value coins.

Such coins would have an unlimited market at a fixed price in any

country of similar standard. It is precisely because ordinary national

paper currencies have no such market in foreign countries that ex-

change control is set up.
16

It would be superfluous to dwell on the difficulty of making the

prohibition on the export of dollars from Cuba effective but, granted
that this could be done, it would merely reduce the value of dollars

shut up in Cuba in terms of the same money in the United States. A
discount on Federal Reserve notes in Cuba, as compared with identical

notes in the United States, would appear, and there would be no neces-

sary limit on this discount. Restrictions on the export of money from

Cuba must therefore either be ineffective or, from the point of view
16 Except for the qualification arising from the recent introduction of a sizable volume

of silver pesos, the elasticity of the Cuban currency is greater than that of practically any
modern money. Fiduciary money has ordinarily no export value. The limit on contraction*

and on defense of the monetary standard, is set by the size of the free gold reserve. This is,

typically, but a fraction of the volume of such fiduciary money in circulation in the jurisdiction.

So far as the dollar exchange value of the bulk of the money in Cuba is concerned, however,
the currency, being dollars, has been its own guarantor, has possessed almost 100 per cent

elasticity, and has furnished potential resources abroad in the full measure of its volume.
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of maintenance of its exchange value, positively pernicious. They are,

in fact, ineffective except to impose a burden on honest business and

perhaps put a premium in the hands of innumerable smugglers of

currency. The recent repeal of Decree No. 268 is, therefore, a matter

for congratulation, and it is to be hoped that no restraint will in the

future be placed on the free movement of currency. Whatever ex-

change difficulties have come into existence were created by the decree

itself.
17

Far from a large volume of currency being per se desirable, the

ideal monetary system would be that in which, other things being

equal, the volume of circulating medium bore the smallest ratio to the

total volume of business transacted. The cost of the currency would

then be at a minimum; only a small portion of the real resources of

the community would be tied up in a non-earning asset. An increase

of currency in Cuba would not of itself make for an increase in busi-

ness, but would merely raise prices and lower the exchange value of

the peso. An increase of business, however, would be quickly accom-

panied by any desirable augmentation of the currency. It is only by
its export that Cuba gets value for any American currency which it

may hold in excess of the requirements of business at the current level

of world prices. To retain such excess would be worse than folly-

The employment of United States money provides for expansion
in the Cuban circulating medium when economic conditions call for

an increased volume of currency and, given freedom of movement,
leads to automatic contraction of the circulation only when such con-

traction is"necessary to prevent inflation. The money has a high homing
quality. If Cuba should set up an independent monetary system of the

ordinary type, the Cuban notes could not, of course, be exported to

the United States when the tendency to contraction became operative*
Some substitute for the present elasticity would then be essential to the

preservation of stable exchange rates.

The complaint is common in Cuba that foreign banks receive large

1T Article XI of the trade agreement treaty of August 24, 1934, between Cuba and the
United States provides that the custom preferences and other benefits granted in the treaty are

subject to "the condition that the government o each country will refrain from subjecting

payments or the transfer of means of payment or the disposition thereof to any regulation,
restriction, charge or exaction* other or higher than was in force on April i, 1934, which
results in (i) impairing or circumventing any provision of this agreement; (2) placing an
undue burden on trade between the nationals or residents of the respective countries, or (3)
preventing or hindering nationals of either country residing, doing business, or traveling in the

territory of the other country from securing and transferring in or to either country the funds
reasonably necessary for, or arising from, such residence, business or travel. . . . Nothing in

this article shall be construed to prevent the adopting- of measures prohibiting or restricting
the exportation of gold or silver."
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sums of money on deposit which is not lent in the island but, on the

contrary, is sent out of the country. The banks, however, could not

possibly export Cuban silver with profit, since the silver coins have no

circulation outside the country and, being fiduciary, cannot be melted

down for bullion except at great loss. Practically all of the remaining

currency in circulation is brought in from the United States at the

instance of the banks for the use of their clients so that the banks

cannot send out any substantial amount of money which they had not

themselves imported and their clients ceased to require.

The phenomenon which is of real concern to the Cubans is not

the occasional efflux of money but the steady export of capital. The

latter does not necessarily, or even probably, require any outward flow

of money. It is paradoxical that foreigners should have made immense

capital investments in Cuba at the same time that residents of Cuba,

in large numbers, were abjuring home in favor of foreign enterprises

and securities. The national gain or loss from either inward or out-

ward movements of capital even where, from the standpoint of the

individual borrower and lender, it is successful, is by no means easy

to measure. It is nevertheless next to impossible to effect a logical

reconciliation of synchronous movements of capital in opposite direc-

tions over a long period of time. The appropriate remedy, however,

is not compulsion but order, information, and domestic enterprise.

The high elasticity of the Cuban currency system, conditional on

the free export and import of money, is an unalloyed virtue and should

be preserved in any reform which seeks to provide greater equity and

economy.

Economy

The principle of economy in a monetary system requires the use

of the least expensive medium of exchange consistent with the un-

questioned preservation of the established value of the monetary unit.

Money, as an investment, is sterile, and economy requires that the

smallest practicable proportion of the total resources of a community

be locked up in its monetary stock. To the degree in which an inex-

pensive monetary medium can, through restriction of supply, be held

at a value in excess of the value of the commodity of which it is made,

it forms an adequate substitute for full-value money and the commun-

ity will have greater resources to devote to productive activity.

Although the essential condition is met in Cuba, the benefit, as already

noted, does not accrue to the Cuban economy. In so far as dollars are
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employed, on the contrary, the cost of their currency to the Cubans

is precisely the same as if it were pure gold. From the Cuban point of

view the only fiduciary currency in circulation is the silver and frac-

tional coinage and the present system, which has the great advantage

of providing an almost troubleless medium of exchange,
18

is, in conse-

quence, unduly expensive. The problem is to provide Cuba with a

currency which will be equitable and low in cost, and will, at the same

time, preserve the present safety and elasticity. Such a currency should

be Cuban both in appearance and in fact, since Cuba's aspiration for a

national money is natural, legitimate and worthy.

The desired end can be attained on a gold exchange, or dollar ex-

change, basis. Substantial stability of the dollar is not beyond question

but so long as its value is not subject to wild aberrations, and the over-

whelming bulk of Cuban foreign trade is with the United States, the

dollar cannot but be of decisive importance to Cuba. If either of the

above conditions should, in the future, fail to hold, the whole question

of the Cuban monetary standard might well be reconsidered but, for

the present, the contingency does not seem imminent. At the moment,

and perhaps indefinitely, there is no substantial difference between a

gold exchange and a dollar exchange basis but, for the sake of definite-

ness, it is preferable to distinguish between them and to prefer the

latter.

Through the use either of a gold, or dollar, exchange standard it

would be possible, with far greater safety than inheres in the existing

emission of silver pesos, to secure 100 per cent seigniorage on fiduciary

issues in lieu of the 60-70 per cent now being obtained. Part of the

value of the United States paper dollar currency now in circulation

could be turned over to the Treasury and interest earned on the re-

mainder.

The silver peso is, in effect, "a note printed on silver." The silver

content is of no importance in maintaining the present value of the

peso above the worth of the silver as a commodity. It is the as yet

limited supply that secures this result. Through the issuance of a

national convertible paper currency (of substantially the same character

18 The recent progressive decline in the gold value of the dollar of course resulted in a

rising tendency in the Cuban prices of products imported rorn countries other than the

United States, especially where the gold content of the currencies concerned was kept constant.

It also operated to improve the price of Cuban exports. So large a percentage of Cuban foreign
trade is with the United States, however, that the change in the gold value of the dollar left

business in Cuba almost undisturbed and, so far as it halted an undue fall in prices, was
beneficial.
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as the United States paper money now in circulation), strictly limited

in supply under rigid and unalterable rules of emission establishing
the dollar exchange standard, the silver peso could be replaced by
what would be in every way a superior currency and the American
dollar could be supplanted by a national circulating medium of equal
merit and much lower cost to Cuba. The alleged need for a Cuban
central bank, moreover, would be completely covered by such a cur-

rency, and its cost converted into a source of revenue.

5. The Dollar "Exchange Standard

A stable dollar value for the peso (i peso
= i dollar) can be

preserved (i) by the selection and maintenance of the same weight
of gold for the standard peso as is now or may be contained in the

dollar and (2) by the exchange, in both directions and in unlimited

quantities, of dollars or acceptable dollar drafts for pesos or acceptable

peso drafts at rates which will not deviate from par by more than the

cost of transmission of currency between Havana and New York. The
standard gold peso would not be coined and the Cuban circulation

would consist entirely of Cuban national notes and fiduciary metallic

currency.
To insure at all times a currency supply appropriate to the demands

of trade and the free exchange, substantially at par, of pesos for dol-

lars and of dollars for pesos, a wholly independent trustee for the

Cuban currency should be appointed. For reasons which will presently

appear this Trustee should have rediscount privileges with the Federal

Reserve Banks of the United States, or equivalent advantages, The
Trustee might be any responsible American, or other, bank with suit-

able facilities in the United States. This Trustee would maintain

offices in Havana and New York. It would be the duty of the Trustee

(i) to pay out in Havana to any desired amount Cuban national notes,

in sums of not less than 5,000 pesos, against the deposit with the Trustee

of the same number of dollars of lawful money of the United States

of America (actual currency or demand drafts on New York banks

acceptable to the Trustee) ; (2) to receive ip, Havana, at the option of

the holder, unlimited amounts of Cuban national notes or United

States paper currency, in sums o not less than 5,000 pesos or $5,000,

in exchange for the Trustee's demand draft on New York for the

equivalent face value of lawful money of the United States of America;

(3) to Pay out *n New York, in sums of not less than $5,000, unlimited



330 PROBLEMS OF THE NEW CUBA

amounts of lawful money of the United States of America in exchange

for the same number of pesos of Cuban national notes payable to the

order of the Trustee in Havana; (4) to receive in New York, in sums

of not less than $5,000, unlimited amounts of lawful money of the

United States of America in exchange for the same number of pesos

of Cuban national notes payable to the order of the seller of dollars

at the office of the Trustee in Havana. In all cases the Trustee should

be empowered to make normal exchange charges for these services.
19

The Trustee would be under obligation to cash immediately all peso

drafts received; to withdraw from circulation the peso proceeds, and

all other pesos, paid to it in exchange for dollars; and to reissue such

pesos only in exchange for an equivalent value of lawful money of

the United States of America. Only dollar assets would constitute the

Currency Fund in the hands of the Trustee. The pesos in its keeping

would, of course, not be assets but potential liabilities.

It would be the further duty of the Trustee to deposit at short

term in United States banks of good standing such of its dollar funds

as were not required for day-to-day transactions or to invest them in

United States government short-term obligations, bankers acceptances,

or high-grade short-term commercial paper rediscountable at any
Federal Reserve Bank and highly liquid in every other way. The only
reserve for a dollar exchange currency is immediately available dollars.

This limits investment to liquid American securities of fixed dollar

value. Interest and profits on these transactions, as well as on the

purchase and sale of drafts, would of course accrue to the account of

the Cuban government. The Trustee should be given the power to

hypothecate any or all of its assets for the purpose of obtaining tem-

porary loans necessary to the fulfillment of its functions.

Since the Trustee would issue Cuban paper currency only in ex-

change for lawful money of the United States, the reserve in American

funds, or in quickly convertible assets to which the investments of the

Trustee must be rigidly confined, would at first be 100 per cent. A 100

per cent reserve is, of course, unnecessary. In view of the vicissitudes

in Cuban economy, however, it is desirable to keep a reserve of at

least 65 per cent. In the alternative, an uncovered note issue no greater
than the minimum sum to which the circulation of standard money in

Cuba is, under any foreseeable circumstances, ever likely to fall might
be permitted. All issues in excess of this minimum would be too per
cent covered, dollar for peso. This latter method, which resembles the

18 On demand drafts such charges would be a small fraction of I per cent.
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English system under the celebrated Bank Act o 1844, is well suited

to the peculiarities of the Cuban economy, but is very costly. In any
event there should, at the inception, be no uncovered issue, although
it might be provided in the organic law that, after at least a year's

successful operation of the plan, the Trustee should turn over to the

Cuban government in lawful money of the United States a sum equal,
at par of exchange, to 35 per cent of the outstanding issues of Cuban

currency made by the Trustee, or $15,000,000, whichever was the

smaller.

The monetary history of Cuba seems to make it safe to assume

that, with stable exchange rates against the dollar, the circulation of

non-fractional money, over and above the silver pesos now in circula-

tion or in process of issue, is never likely to fall below $15,000,000. If,

at the end of the first year's operation of the proposed plan, it should

prove that 35 per cent of the net issues made by the Trustee were less

than this amount, additional payments, at the end of each of the

succeeding four years, should be turned over to the Cuban government,
but only until the total of such payments, including that of the initial

year, have reached $15,000,000. No such payments should be made,
however, unless current assets in the Currency Fund were in excess

of 65 per cent of the issues of Cuban currency then outstanding, nor

should the amount so paid ever reduce current assets below that level.

If, subsequent to any such payment, the assets of the Fund should fall

below 65 per cent of liabilities on notes outstanding, all earnings
should be retained in the Fund until the 65 per cent ratio is restored.

If, as is to be expected, total circulation in Cuba increases, the pro-
vision requiring all but $15,000,000 to be fully covered will be unnec-

essary and will prove irksome. At the end of the fifth year of suc-

cessful operation, therefore, this provision might be dropped to be

replaced by a requirement that, at the date of the sixth and each succes-

sive annual accounting, the Trustee shall deliver to the Cuban govern-

ment, in lawful money of the United States of America, the value of

all assets in excess of 65 per cent of the maximum note issue during
the preceding five years. Any subsequent decline in' the assets, however,
below 65 per cent of the maximum note issue during the quinquen-
nium preceding the date of computation should preclude further pay-
ments tp the government until the 65 per cent ratio is again estab-

lished.

It is essential to the success of the proposed plan that there be no
new issue of currency of any kind in Cuba except through the Trustee
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for Cuban currency. It should be the duty of the Trustee to arrange

for the printing, and have available on demand, an adequate supply of

unissued notes of all required denominations. No further issue of

silver dollars, in either the coin or the certificate form, should be made,
and the existing issue should eventually be consolidated with the new

paper currency.
20 The silver coins deposited in the Treasury against

the issue of silver certificates should immediately be turned over to

the Trustee as agent who would hold them in Havana and undertake,

on demand, to redeem certificates in silver coin. Neither the certifi-

cates nor the coin should immediately be convertible into the new
national notes. After five years of operation of the proposed currency

system, however, silver pesos and certificates might be replaced, at the

rate of not more than a million pesos a year, by national notes. This

could be done through the exchange of pesos or certificates, received

by government departments, for national notes at the office of the

Trustee. The law should provide that the silver certificates thus com-

ing into the hands of the Trustee, after being made non-negotiable

by perforation, be presented to the Treasury which would thereupon
release the Trustee from the obligation to hold the silver which the

certificates represent; that, at the discretion of the Trustee, the silver

so obtained be sold as bullion and the proceeds thereof added to the

Currency Fund; that the uncovered note issue be expanded by the face

value of the cancelled silver certificates
;
but that the receipts from the

sale of silver be turned over to the Cuban Treasury only so far as this

might be done without reducing the currency reserve below the per-

centage requirements suggested in the preceding paragraphs.
21

At the outset all issues of national notes will be covered, dollar

for peso, by quick dollar assets available for the redemption of notes*

The provisional maximum uncovered issue of $15,000,000 will be first

attained only on condition that the fully covered issue shall, at the

moment, be as much as 65 per cent of the total and if, as a result of

the redemption in dollars of part of the national notes outstanding, the

20 The danger that exact foreign-made counterfeits of the silver peso will be circulated in
Cuba is by no means negligible. The replacement of the peso coins by national notes is desirable
on this, if on no other grounds. Eventually, coinage of the silver peso might well be
discontinued.

21 Though the full value of national notes emitted in exchange for silver certificates is to
be added to the uncovered issue, the Cuban Treasury is not entitled to any more than the
proceeds of the sale of silver released by the retirement of the certificates. The Treasury has
already received a large part of the face value of these certificates in seigniorage profits on the

relatively low value of the silver in the silver peso. Counting the gains already realized the
proceeds of the sale oC silver will give it approximately 100 per cent seigniorage on the notes
involved.
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currency reserve should later fall below that figure,
22

it will be re-

stored out of profits. The existing silver currency will remain in cir-

culation until it can be gradually and safely absorbed in the uncovered

issue. As a final precaution, the Cuban government should pledge its

full faith and credit to supplement, from the proceeds of a special loan

or otherwise, any substantial deficiency in the reserve. Under no cir-

cumstances should the Trustee be given power to deposit any part of

the Currency Fund in banks in Cuba nor to invest in any but short-

term securities readily saleable in New York and rediscountable at

Federal Reserve Banks.

The system proposed above will not prove fully satisfactory unless

the issue and redemption of fractional coins (those of the denomina-

tion below i peso) is also put in the hands of the Trustee as agent for

the Cuban Treasury. One outstanding defect in the present system
of fractional coinage in Cuba is that such coins are not redeemable in

standard money. The limitation of the issue of these coins to a fixed

maximum is an awkward substitute for such redemption. It is not

improbable that, with such a limit, a very inconvenient shortage of

such coins might develop, though this has, in the past, been prevented

by the importation of United States fractional money. The contrary

inconvenience of a surplus of fractional coins tends to occur whenever

the decline in business provokes a contraction in the total volume of

circulating medium. If there is no means of reducing the supply of

fractional coinage, the normal proportion between fractional and

standard money is distorted, the fractional money becomes redundant,
tends to be dumped into the banks, and goes to a discount. In spite

of some elasticity arising from the possibility of shipping back to the

United States a part of the total fractional coinage circulating in Cuba

(the United States fractional coins), this phenomenon has appeared
in Cuba in recent years and, if it had not been for the fact that the

decline in wages probably set up a relatively greater demand for frac-

tional than for standard coins, the inconvenience might have been

serious and the discount on fractional coins large. As it happened,
the discount was confined to banking circles and did not spread to

ordinary trade*

To provide an elastic fractional currency of native origin, and to

free the Cuban system from dependence on the import and export of

United States minor coins, it is recommended, therefore, that out of
22 This will tend to occur whenever, as a result of a decline in the peso value of Cuban

trade or for other reasons, there is a reduction in the volume of Cuban circulating medium.
The consequent equal reduction in the reserve will reduce the reserve ratio.
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the first adequate receipts available to the Cuban Treasury from the

operations of the Trustee for the Cuban currency, a special fund of

$1,000,000, to be segregated from all other funds in trust for the Cuban

government, be placed in the hands of the Trustee for the issue and

redemption of fractional coins. The Trustee should be given the sole

right to emit such coins (the seigniorage profit, minus expenses, to

accrue to the Cuban Treasury) and should be under obligation to re-

deem at face value in standard money, without charge and without

delay, fractional coins tendered by the public in lots of 100 pesos or

multiple thereof regardless of the extent of natural wear of such coins.

This will so limit the quantity of fractional coins as to maintain, at all

times, their face value. Mutilated or otherwise artificially worn coins

should, however, be redeemable only at their bullion value. No restric-

tion should be placed on the total coinage or circulation of fractional

money (existing laws to the contrary should be repealed) but the

coins should be issued only through sales to the public in exchange for

standard money. The Trustee should be under no obligation to with-

hold from circulation the standard money thus received. The legal

tender power of fractional coins should be restricted to 5 pesos for

the coins of 10 to 40 centavos and to 25 centavos for those of smaller

denominations.

To guard against a possible, if unlikely, rise in the value of silver

sufficient to drive the fractional coins to the melting pot, legal pro-
vision should be made permitting the Trustee, with the consent of the

Secretary of the Treasury, to reduce the proportion of silver in the

fractional coins without any change in their total weight or size. It is

worthrnoting, in this connection, that the use of silver for fractional

coins is a relic of the times when silver was an almost universal, sole

or joint, monetary standard. From the technical point of view silver

is by no means the best material for fractional coins. It is unduly ex-

pensive, not particularly durable, and is easy to work. The latter quality
smooths the path for the coin counterfeiter while the two former im-

pose an unnecessary cost burden on the issuing authorities. Under the

system proposed above, it would be entirely practicable, at no distant

date, to effect a recoinage of fractional currency with the substitution

for silver of pure nickel in all coins up to, and including, the 40-
centavo piece. Nickel is so difficult to work that accurate counterfeit-

ing of coins made of that material is extremely unlikely and its wear-

ing qualities are so good that the loss from abrasion is negligible. Its

comparatively low value would make clipping, sweating, or other
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mutilation unprofitable. Substitution of nickel for silver would not

only provide a fractional coinage of technically superior quality but

would yield very considerable revenues in the difference between the

proceeds of the sale of the silver content of the present coins and the

cost of replacement with nickel. The recoinage here suggested, how-
ever, is otherwise not of pressing importance and should probably be

postponed for some time. With provision for redemption the existing

system of fractional coinage would be satisfactory by all ordinary
standards and any further changes should probably wait on the more
fundamental alterations in the standard money which have been sug-

gested in the foregoing pages.
The transition from the existing system to a national Cuban cur-

rency might best be effected (a) by the withdrawal of the legal tender

privilege from United States money, (b) by the requirement that all

payments to and by government offices be made in Cuban currency,

(c) by imposing upon the banks doing business in the island the duty
of keeping in national currency a reserve against all deposit liabilities,

demand or time, regardless of the currency in which these liabilities

were incurred or are expressed, and (d) by a prohibition on all banks

doing business in the island against paying out (except in bona fide

exchange operations or in the repayment of special deposits requiring
the return of the identical money left for safekeeping in the bank)
more than a progressively declining percentage of any other than the

national currency.
As a prerequisite to these regulations the Trustee for Cuban cur-

rency must, of course, be prepared to issue to all applicants under the

prescribed conditions such denominations of notes as will adequately
meet their needs. The currency law should make provision for high de-

nomination notes for banking purposes. The Trustee should arrange
for the printing of all notes, the printing costs to be met by the Cuban
government out of an appropriation to the order of the Trustee for

this and any other initial expenses. All later expenses, including the

recompense of the Trustee, should be paid out of profits before each
annual accounting.

The contract between the Cuban government and the Trustee
should be terminable at the will of either party, on notice prominently
published in Havana newspapers, whenever violation by either, not

only of any provision of the trust agreement but of the law on which
it is based, is alleged. Holders of national notes have an indefeasible

right to all the assets in the hands of the Trustee and the Cuban gov-
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ernment should, in addition, make an engagement to take all measures,

not inconsistent with the provisions of the law, to maintain the parity

of the peso with the dollar.

The currency system proposed in the foregoing pages is a variant

of monetary standards now or formerly used with success in India,

the Philippine Islands, the Dutch East Indies, Chile, Colombia, Ecua-

dor, Bolivia, pre-war Austria, post-war Switzerland, Sweden, France,

and other countries. Given a sound law, and adherence thereto, the

record of such currencies, especially for the smaller countries, is good.

Through operations similar to those provided in the project advanced

for Cuba, appropriate expansions and contractions of the currency

under a gold exchange standard are as automatic as if nothing but a

pure gold coinage were being employed. The smooth response of such

a system to the appropriate stimulus is, moreover, superior to that of

gold standards of the ordinary modern type since there is no way in

which the direct effect on the currency of an overpassing of the gold

points can be offset.

All ordinary exchange business would be carried on by local banks

and the Trustee would enter the market, on either side, only when
the reciprocal demand, involving dollars and pesos, had driven peso

exchange to the import or export point. As a result of the operations
of the Trustee, pesos would therefore enter, or disappear from, the

Cuban circulation precisely as they would if they were freely coined

gold when the gold import or export point had been attained. The
cost of transport, however, could ordinarily be saved, and the Trustee

who can legitimately charge to his customers the amount of many
purely hypothetical transport charges which, in his absence, would
be real, can add an equivalent sum to earnings.

The essential function of the Currency Fund is as an automatic

regulator of the currency. Despite popular opinion to the contrary any
currency is redundant, however small the absolute amount in circula-

tion, whenever it goes to even a slight discount against other currencies

of a similar standard. The only real cure for this condition is reduc-

tion in supply. This will occur in Cuba through the purchase of

drafts on New York the demand for which is the immediate cause

of the discount on the peso and the consequent withdrawal from
circulation of the pesos paid for such drafts. Similarly, the appearance
of a premium is evidence of undue restriction of supply. The remedy
is expansion, and this will occur in Cuba through the issue of pesos
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in exchange for the drafts on Havana, the demand for which is the

immediate cause of the premium.
The elasticity of the present currency would be fully preserved

under the proposed dollar exchange standard, safety would be amply

provided for, Cuba would have a distinctive national currency, and the

cost would be much less than under the existing system. The right to

United States money in exchange for pesos will be better guaranteed

than at present. A capital sum of at least $15,000,000 should accrue

to the government at an early date and, if the total volume of circulat-

ing medium accompanying an expansion of business should rise to

former levels, this amount would be greatly increased.

The total monetary circulation as of June 1934, was officially re-

ported at $71,894,084 and had been only $64,506,364 in December

1932. The comparable figure for 1926 was $414,355,052. The enormous

shrinkage since 1926
23

is full justification for the high reserve require-

ment of 65 per cent. On the other hand, the possibilities of expanding

circulation, and Treasury profits, through restoration of some approach
to former conditions, is evident. All of these estimates, however, in-

clude Cuban and American gold issued, but no longer in fact in

circulation, and unissued United States money in the Havana branch

of the Atlanta Federal Reserve Bank. The actual Cuban circulation in

June 1934 probably, therefore, did not exceed $60,000,000, but some-

thing like three-fifths of this sum was in United States paper cur-

rency. All this paper would be replaced by Cuban national notes.

The acquisition by the Treasury of the equivalent of 35 per cent

of the total volume of an expanded circulation should ultimately

furnish the government with a capital sum much greater than the

$15,000,000 derived from the original uncovered issue, while the

annual earnings on the Currency Fund covering the remainder would

depend, of course, on the total volume of currency and on rates of

interest. It may be noted that the agency administering the currency
of the Philippine Islands a similar currency of probably no greater

volume than may be expected in Cuba has often earned merely as

interest on its balances in the United States sums in excess of $1,500,000

annually.
28 The decline in the reported circulation since 1926 receives little support in official figures

of export and import of money which show a net outward movement in the period o less than
$80,000,000. It seems incredible that the remainder could be involved in unreported transactions
and the conclusion is inevitable that the 1926 circulation figure is much too high.
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6. New BanJ(s

A Centred

Banking in Cuba is almost entirely in the hands of Canadian or

United States banking corporations. The Royal Bank of Canada and

the National City Bank of New York are in the lead so far as deposits,

clearings, and number of branches are concerned and are followed by

the Chase National Bank of New York, the Bank of Nova Scotia, the

First National Bank of Boston and the Canadian Bank of Commerce.

Only one other commercial bank, N. Gelats & Co., compares with

these institutions in volume of business done in Cuba and is the only

significant local representative in the commercial banking field. Gelats

is perhaps of equal importance in Cuban business with any but the

Royal Bank of Canada and the National City Bank. Despite senti-

ment in Cuba favorable to a central bank, there seems to be little

present need for such an institution, and there would be still less

under the currency system proposed in the foregoing pages. On the

other hand, a central bank would be very expensive.
The principal functions of a central bank are: (i) to act as governor

of the supply of currency, of bank reserves where these are not cur-

rency, and of bank credit; (2) to provide liquid resources in times of

emergency. In Canada, where banking is on the whole much better

organized than in the United States, there is no central bank to this

day, although one is in process of organization. Yet neither in Canada
nor in the United States, even before the establishment of the Federal

Reserve System in 1913, had the total volume of currency under gold
standards deviated greatly from the volume appropriate to the funda-

mental end of maintaining the price level in equilibrium with that

of other countries.

Provided convertibility of bank notes is rigidly maintained, adjust-
ment of the currency to changing domestic and world conditions is

an automatic process through the efflux and influx of gold.
In this phase of its activities a central bank, under metallic stand-

ards, is therefore by no means essential; it is merely a device for econo-

mizing on the stock of gold necessary to preserve convertibility. The
concentration of gold reserves, as contrasted with their diffusion among
a perhaps large number of competing institutions, has the same influ-

ence in increasing efficiency as the concentration of scattered detach-
ments of troops into an army corps. Such efficiency, of course, is much
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to be desired, but the appropriate measures to secure it will vary with

changing circumstances.

So far as the existing Cuban monetary system goes, it has already

been noted that there can be no question of reserves against notes

since the dominant element in the currency United States paper cur-

rency is itself reserve money from the Cuban point of view. The

only objection to this is its expense. Under the proposed dollar ex-

change standard, which will be economical, substitute reserves would

be necessary and they should be concentrated. The function of the Cur-

rency Fund held by the Trustee is to provide this service and the

principal difference between such a fund and the typical gold reserve

of central banks is that, in the one case, the fund earns interest and,

in the other, it does not. The dollar exchange standard will permit

Cuba, in effect, to use the gold reserve of the United States' Federal

Reserve system; to save, in this way, the expense of an idle gold or

non-interest-bearing foreign monetary supply; to earn interest on

assets which will nevertheless be quite adequately liquid; and to with-

draw a considerable percentage of the resources now invested in for-

eign bank notes. Bank reserves will consist of Cuban national notes,

the supply of which will be subject to automatic control similar to

that of the present currency. Bank credit, in turn, will be subject to

the salutary limitation now in operation, the requirement of con-

vertibility into notes. The chain from dollar exchange, through Cuban
national notes to deposit credit, will thus retain the same restraints on

inflationary tendencies as are effective at present.
A central bank in a country like Cuba, where the total volume of

circulating medium is subject to extreme fluctuations, would have a

relatively much more difficult task than is imposed on the Federal Re-

serve Banks, the Bank of England, or similar institutions operating
in countries of diversified economic structure, where variations in the

volume of currency are comparatively small. Such a bank, if it is to

perform its functions properly, would be forced to keep so high a re-

serve as to make it next to impossible to earn its way. It would prob-

ably never be called upon tc^ aid, by rediscount, any of the foreign
banks now doing the great bulk of the country's business, and its

portfolio would therefore be derived from, and through, existing or

prospective native banks of uncertain standing. Having almost no

high grade earning assets, it must necessarily be overshadowed by the

present great banks, of which it could be no more than the ostensible

head*
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It is, in consequence, not only an open question whether it is de-

sirable to subject the commercial banks to the nominal control of an

ad hoc central institution but, granted that it were, whether the re-

sources of such a bank would be inadequate to its needs.

The foreign banks operating in Cuba are survivors of a drastic

process of liquidation in which they have demonstrated their ability

to ride out the financial storms to which the island is subject. They
have no need of local rediscounting facilities, since they can always
call on the immense resources of their parent institutions. Any one

of them is in this way sure of effective emergency aid in volume

greater than is required to meet any potential calls arising from their

Cuban business, and greater than a Cuban central bank could, on a

sound financial basis, possibly render. As some one has said, Cuba

already has six central banks. The emergency function of central

banks is therefore quite exceptionally performed under the existing

system.
The real impetus behind the movement for a Cuban central bank

comes not so much from those who desire to improve the present

situation, along even remotely conservative lines, as from those who
think of the proposed institution solely as a very generous Bank of

Issue. The actual uncovered, and therefore earning, issue which could

be put forth by a Cuban central bank without traffic in inflation

would, for reasons already stated, be so limited as to restrict potential

profits to an insignificant figure. As an earner, a central bank run

according to the best standards would therefore compare most un-

favorably with a well-managed dollar exchange system. As an engine
of inflation, on the other hand, a central bank could earn money, but
at a very high cost to the nation at large.

Two minor functions of a central bank are: (i) the transfer of

funds, including the clearing and collection of checks, and (2) the

performance of fiscal and financial services for the government.
With a system of unit member banks, such as prevails in the United

States, the operation by the central bank of an effective transfer, clear-

ing, and collection mechanism is of great value. But where, as in Cuba,
the branch banking system is in vogue, the service is adequately pro-
vided by the ordinary commercial banks and nothing further is re-

quired.
The Cuban government is forbidden by a law, to some extent

honored in the breach rather than the observance, to deposit money in
banks. The bulk of its cash resources are held in the Treasury. The
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amount of these holdings varies and undesirable fluctuations in the

volume of circulating medium, arising from a seasonal excess of gov-
ernment receipts over expenditures or of expenditures over receipts,

are only partly nullified by the extraordinary elasticity of the Cuban

currency. The system is at best defective and, aside from an awkward

carrying over of excess receipts, when they occur, into a period of

deficiency, the Treasury has no means of effecting a correlation of

revenues and expenditures. Interest on balances is lost, and the lack

of facilities for short-term borrowing impels the government from
time to time to impose a forced loan on its creditors, including the

civil service, through a more or less temporary repudiation of its obli-

gations.

The government should have a fiscal agent, but there is no urgent
reason why this should be a central bank. Selection of any strong
commercial banking institution as the bank with which the govern-
ment will do its business would serve every legitimate purpose. The
Bank of Montreal has for decades acted in this capacity for the gov-
ernment of Canada. Restoration of the Cuban government's domestic

credit through balancing of the budget and payment of long overdue

accounts is a prerequisite to satisfactory relationships with any bank

but, once this is attained, the present more or less complete isolation

of the Treasury from the banking of the island should be ended. The

Treasury should never dominate the banking system but there is no
reason whatever why it should not use it. All essential banking ser-

vices in Cuba can then be rendered without the establishment of a

central bank which would not only be costly but would not improbably

endanger or destroy the whole monetary system.

Commercial Banking

Commercial banking in Cuba is adequately handled by the present

foreign institutions, which secure their capital and render their services

at least as cheaply as soundly managed native banks could do. There

will always, of course, be a division of opinion between borrowers, to

whom the lender bank will appear niggardly and avaricious, and the

bank, which must act with the caution of a trustee in investing the

funds of its stockholders and depositors. But there is no evidence that

the foreign banks have made large profits out of their Cuban business,

and little reason for believing that they have refused loans to any
borrower who, in their judgment, was reasonably sure of meeting his
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engagement to them. The situation may have called for more credit

than this but it was hardly the function of the banks to provide it. The

fact that native banks have succumbed under conditions prevailing

since 1920 points rather to the conclusion that the foreign banks, in

their purely commercial banking activities, have contributed to the

Cuban economy a service for which they have received a relatively

meager recompense.
It is unfortunate, however, that there is not a greater representation

of native institutions. On sentimental, if on no other grounds, it would

be desirable to have more competition from banks owned and con-

trolled by Cubans. In the long run this would even be in the interest

of the foreign banks themselves, since nationalistic feeling will other-

wise inevitably provoke increasing hostility toward foreign banking
"domination."

There is, of course, nothing to prevent the establishment of native

banks and, if a stabler economy can be developed, nothing to preclude
their success. An early effort should therefore be made to purchase or

set up a locally owned and controlled commercial bank which will

command respect for its strength and management. The government

might perhaps participate in the formation, and even hold a minority
of the stock, of such a bank. The control and management, however,
should be entirely in private hands; the bank should have no note

issuing powers;
24

and, if made the government's fiscal agent, should

be restricted in its powers to lend to the government in very moderate

amounts at short term. The government should seek, through such an

institution, to develop an outside market for short-term obligations,
and should so manage its finances as to make these readily acceptable
as an investment for temporarily idle funds. Emergency support by
the government for a solvent but momentarily illiquid bank of this

character should not be withheld.25

A strong Cuban bank would start with an asset of great worth in

the good-will which it could readily attract; it would serve as a useful

check on any possible prejudice the foreign banks might show; it

would so round out the commercial banking structure as to provide

24 If the reforms here proposed are adopted, such powers should be generally denied.
26 The private banking firm of N. Gelats & Co. came through the depression of 1920 and

subsequent years with colors flying, but practically all of the native joint stock concerns have
gone under. The Banco Nacional de Cuba and the Banco Espaftol, which failed in 1920, had
been large and flourishing institutions and the Banco del Comercio and Banco Comercial de
Cuba, which suspended payments in 1931 and 1933 respectively, were of considerable impor-
tance. Nineteen native banks, with 334 branches, went under in the 1920 crisis. The total
number of branches of foreign banks in the island is now between 50 and 60.
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every public and private service in this field for which there is any
rational need or demand in Cuba. The financing of small industrial

enterprises might well command a major share of the attention of the

bank here projected.

7. Agrictdtural Credit

The potential usefulness of a locally controlled commercial bank

is, however, slight in comparison with that of an agricultural bank

dealing in intermediate and long-term credits.

Intermediate credits in the sugar industry are partly supplied, to

the larger producers, by the commercial banks, but this is less true of

tobacco and is scarcely true at all of any other agricultural product.
Credit conditions in agriculture as a whole are primitive. Small

growers, even of the so-called "money crops" such as coffee, are com-

monly financed for their off-season outlays by middlemen in the in-

dustry, by "company stores," or by local merchants of general supplies.

Under such conditions the cost of credit is ruinously high. The bor-

rower is bound to the merchant from whom he must buy and to whom
he must sell at prices which are adverse to him in something like

direct proportion to his indigence. Nominal interest may not be high,
or even present, in such loans, but the real interest burden is heavy
in the extreme. There is, moreover, no stimulus toward thrift. The
lender's losses on uncollected debts are shifted, through rates and

prices, to those who meet their obligations and, when jobs are being

dispensed, the man who is comparatively free of debt is sometimes sub-

jected to unfavorable discrimination just because he is able to buy
where he will.

From such a system the virtuous suffer equally with the profligate.

There is urgent need, therefore, for credit agencies which will dis-

criminate adequately between good and bad risks, and will offer to

the honest and industrious farmer an opportunity to emerge from

poverty. Little can be done for congenital economic weaklings* To
them the cost of credit must remain high, or even rise, but for the bulk

of producers the way should be made much smoother than it has been

in the past.

The situation in long-term agricultural credits is scarcely better

than in those of intermediate duration. The Banco Territorial de Cuba
conducts a mortgage business but much of this is in urban real estate

and its operations in recent years have been much restricted. The bulk
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of mortgage financing is still done by individuals. For agricultural

mortgages, at any rate, this is unsatisfactory. A national agricultural

mortgage institution, providing credit on conservative lines at low

rates of interest, with provisions for regular amortization over a long

period of years, is much to be desired. Such an institution, however,

would require a considerable capital and a large domestic or foreign

market for its bonds. These do not now exist and cannot be created

overnight. Agricultural land values, moreover, are now so low as to

furnish an inconsiderable basis for reconstruction operations. While

keeping the eventual organization of a national agricultural mortgage

system steadily in view, it is preferable to concentrate, for the present,

on the provision of intermediate credits. Long-term improvements in

and on the land of small holders will be possible only when immediate

value yields have been enhanced. Too ready access to mortgage credit,

moreover, might under existing conditions be an evil rather than a

good.

Intermediate Credit BanJ{

Financial assistance during the making and marketing of a crop,

on the other hand, is essential to the program of diversification on

which the steady prosperity of Cuba depends. Outside the traditional

lines of sugar and tobacco, however, it is difficult to obtain such credit

from existing banks or private individuals. No better use could there-

fore be made of the bulk of any otherwise unattached funds accruing

to the government as a principal sum from the operation of the gold

exchange standard than as capital for an agricultural credit bank.

It should be the chief function of such a bank to promote national

agricultural diversification and it should therefore restrict its advances

on sugar, especially for purposes of expansion of that crop, to the

minimum practicable proportion of its total loans. Its general pro-

cedure might well parallel that of Intermediate Credit Banks in the

United States or the cooperative agricultural credit institutions o cer-

tain European countries. Loans to individuals should perhaps not be

precluded, but the bank should exert its influence toward the build-

ing-up of associative production and sale by offering good terms to

associated or cooperative borrowers jointly and severally responsible

for the loans. Special partiality for loans sponsored by a central co-

operative selling association should be shown. Both the costs of risk

and of administration could be lowered in this way, and the organiza-
tion of a sound agricultural economy could be greatly furthered.
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Progress along this line cannot be rapid, but it can be sure if the

lessons offered by the experience of other countries are well learned.
26

No successful system is likely to be imposed from above but must be

built from the ground up step by step. The alternative to conservative

growth is the almost inevitable loss of the bank's capital and the dis-

heartening failure of the whole project. It would be the part of wis-

dom to put the management of such a bank, in its initial stages, in

the hands of a man experienced in the vicissitudes of agricultural
credit in other countries, and to err on the side of caution rather than

on that of undue venturesomeness.

The funds required by an agricultural bank of adequate size will

far surpass its own capital. A market for its securities is therefore essen-

tial, and this can be obtained only when there is confidence in the

value of its portfolio. Logically, if not chronologically, the bank should

be the apex of a comprehensive credit structure which will organize
weak and unknown, though responsible, borrowers to bring them into

contact with the sources of credit.

The sources of credit would be much more copious if savings
facilities were less sparse than at present and rates of interest on de-

posits were higher.

SAVINGS AND CURRENT ACCOUNTS AS OF DECEMBER 31, 1928-1932

Number of Banking
Y'ear Offices Savings Accounts Current Accounts

1928 107 $45,324,817 $119,803,524

1929 112 43>7*7>363 119,900,188

1930 97 35,244,087 96,770,046

1931 100 26,754,664 77,834,484

1932 80 26,462,962 70,041,415

Today there are less than 86,000 savings accounts in Cuba, and only

$26,000,000 deposited, a per capita deposit of roughly $6, Practically the

sole avenue open to the small saver is the savings department of the

commercial banks. These banks pay interest at 2 per cent on such

deposits.
27 The great spread between the rates received by the de-

positor and those paid by the typical small borrower 28
is sufficient

evidence of the failure to bring the two groups together except at

excessive cost. The commercial banks have a plethora-of funds aixd a

26 An excellent discussion of the problem in the United States is to be found in Frieda

Baird and Claude L. Benner, Ten years of federal Intermediate Credits (Washington, Brook-

ings Institution, 1933).
27 The rate on current accounts is i per cent.
28 Small loans are negotiated at from 8 to 1 2 per cent even where the security is relatively

good*
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comparatively slight demand for the type of loans they feel justified in

making. Savings deposits, not subject to sudden withdrawal, are best

invested in longer-term securities than those which the requirement

o liquidity prescribes for commercial banks and the development of

mutual savings banks, credit unions, or similar institutions would not

only provide a much needed repository for small funds but would

furnish a market for the bonds of any governmental agency or of a

private investment, or agricultural, bank which could inspire the

requisite confidence*

The government should make strenuous efforts to foster the spirit

of savings and the agricultural banking organization proposed in the

preceding section should provide savings, as well as lending, facilities

for its clientele.

8. Other Financial Institutions

Building and Loan Associations

There are no building and loan associations in Cuba although real

estate sub-division companies have, in the past, furnished a more or

less satisfactory service analagous to that of such associations. Building

and loan societies might be important agencies for savings as well as

for investment. They can be successfully established without large

capital funds and, if properly run, could be a very significant factor in

the Cuban financial structure. There would seem here to be a wholly

uncultivated field for local enterprise.

Trust Companies

The same may be said of trust companies. The personal trustee, the

world over, is being replaced by the corporation which, in most in-

stances, can carry on trust business with far greater satisfaction to the

cestuis que trust than is possible for individuals. The Trust Company
of Cuba seems to be the sole corporate representative in this business

in Cuba 29 and its trust activities are now, perhaps, the least important

part of its business. Trust companies might also furnish a desirable

market for urban and rural mortgages. Given appropriate legisla-

tion,
30 the scope of operations of trust companies and specialized

banks lending on real estate security could no doubt be greatly ex*

tended.

29 Some of the commercial banks, however, have trust departments.
so There is no law in Cuba regulating the functions of trustees.
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Investment Banking

Investment trusts and investment service could seemingly be car-

ried on, at least as a supplementary activity, by existing financial

institutions, but little is now done along this line. Local financial

enterprise might well find more favorable opportunities in furnishing
new services of this kind than in competing in the provision of the

old.

The urban mortgage field is quite inadequately covered and should

perhaps be served by an institution paralleling that already projected
for agriculture.

Consumers* Credit

There appears to be ample provision, of a kind, for the small con-

sumer borrower. Accommodations range all the way from pawnshops
to institutions with a quite imposing facade. The Commission is not

prepared to say that the interest paid to all such lenders is excessive,

but there is so much evidence of ruinous exploitation that the cleans-

ing of this Augean stable is a matter of major importance. Experience
has shown that usury laws are a futile gesture. The only real solution

is competition motivated by the desire to aid the temporarily embar-

rassed but responsible small borrower, rather than to exact from him
the full pound of flesh and even then retain a hold on the withered

body. The development and modernization of limited-dividend

small-loan corporations, such as the Monte de Piedad established in

Havana in 1845, to provide facilities at minimum rates to the many
worthy borrowers who have no access to the ordinary credit agencies
is an urgent requirement of most, if not all, of the cities. Nothing is so

demoralizing to the honest and competent worker as a burden of

debt, originally incurred perhaps through sheer misfortune, which con-

tinues to mount in spite of payments that, at any reasonable rate of

interest, would quickly extinguish it. The benefit of putting such loans

on a feasible basis of repayment is immeasurable, and constitutes a

pressing public duty.

9. The General Problem

* The general credit problem of Cuba is twofold: (i) to reduce the

spread between the interest received by the small depositor and the

interest paid by the local borrower, and (2) to nullify the tendency
of the comparatively wealthy to invest abroad at rates of interest
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greatly below those prevailing on loans at home. Potential small sav-

ings are dissipated through lack of suitable investment media and the

larger savings leave a country in which the risk of domestic invest-

ment is deemed to nullify much more favorable rates of interest. The
establishment of appropriate institutions for gathering small savings

to be invested in conservative activities in Cuba, with the development
of a diversified^ and therefore more stable, economy, will increase the

volume and reduce the risk of home investment and thus go far to

remedy the anomaly of the export of domestic capital from a country
where borrowers must pay high interest charges.

A sound economic and financial system which will encourage in-

vestors to place their money at home depends of course on political

order and on stable, appropriate, and intelligible laws within which
commercial integrity can demonstrate its superiority to chicane.

Drastic penalties should be imposed on business fraud. The era of

moratoria, of tax amnesties, of preference for new as against old

lenders, and similar palliations of the obligation of prompt payment
of debts, should be closed as soon as possible. The most drastic

composition is better than a lengthy or indefinite moratorium.

Whether the series of partial and general moratoria, culminating in

the sweeping Decree-Law No. 412 of August 14, 1934, was or was not

necessary must always be a disputed question. This Decree estab-

lished a moratorium extending to June 30, 1942 on all loans or

advances, with certain exceptions, and provided for the gradual amorti-

zation of these debts over this period of eight years. It is at any
rate to be hoped that that decree, which sets a term on the moratorium
it grants and couples with it a forced composition of debts not wholly
ruinous to the creditor, will be the last of its kind and will provide
a via media on which a sound credit structure can be rebuilt. Business,
whether governmental or private, can thrive only so far as men can

take decisions with reasonable certainty that basic rules will not be

changed in the middle of the game, nor must the rules be so complex
and ambiguous as to discourage productive players and transfer in-

terest to interpreters and referees.

Necessity, indeed, knows no law and, in times of stress, rules go
by the board. Reconstruction, however, requires security, confidence,

rigid adherence to contract, and a minimum of parasitic activity*

Aside from political order, the government, therefore, could hardly
make a greater immediate contribution to the welfare of the people
than by the enactment of clear? cogent, and comprehensive commercial
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legislation together with adequate provision for its enforcement with-

out endless litigation. A comprehensive report on commercial law,

prepared in 1926 by Judge Charles S. Lobingier at the instance of the

American Chamber of Commerce of Cuba, might well provide the

basis for this legislation with such supplement and alterations as later

developments may show to be desirable. A general banking act, pro-

scribing such violations of ordinary banking prudence as have been

largely responsible for the ruin suffered, in certain previous years

by Cuban banks and their depositors, would go far toward promoting
a sound development of local banking. The dominant position of for-

eign banks in Cuba has been due almost as much to the flatness of

the bulk of the surrounding structures as to their own eminence.

Legislation establishing at least a minimum standard of good banking

would, in the long run, be the most effective means of combating the

practical monopoly of foreign banking corporations and of furnishing

a healthy competition from strictly Cuban institutions.

NOTE: Where reference is made in this chapter to Decrees No. 93, 153, 244, 256, 259, 268,
and 339, in each case Decree-Law is meant.



CHAPTER XV

THE PUBLIC FINANCES OF CUBA

The public finances of Cuba are administered by the national gov-

ernment, six provinces and 125 municipalities. Only the national

government and the municipalities, however, collect taxes. The prov-

inces are simply spending agencies and their revenues come entirely

from surcharges imposed on municipal taxes.
1

In Cuban public finance the national government plays relatively

a far more important role than it does in the United States. In recent

years approximately 80 per cent of the tax collections have been made

by the national government, as contrasted with between 35 and 40

per cent in the United States. The degree of financial centralization in

Cuba is even greater than the figures of tax collections would indicate,

as part of the taxes collected by the municipalities is paid over to the

national government as recompense for taking charge of municipal
sanitation and performing other services. The following table shows

the revenues of the various units of government in the fiscal years

1929-1930 to I933-I934-

GOVERNMENT REVENUES *

Municipal Provincial National**

1929-30 $18,962,189 $2,912,228 $95,278,376

1930-31 16,855,772 2,805,965 74,887,772

1931-32 15,478,576 2,523,416 57,733^37
I932-33 10,112,226 2,389,611 53>33>32J
x933-34

.
8,856,064 2,177,445 49,869,ooof

*
Figures for municipal and provincial revenues are budget estimates: those for national

revenues are actual collections.
**

Including Public Works. This table presents some overlapping, inasmuch as transfers
have not been deducted.

f Public Works Fund figures estimated and unofficial.

i. Main Characteristics of National Tax System

The Cuban tax system is based on the colonial system of Spanish
days, the principal source of revenue consisting of indirect taxes levied

1 In 1 93 1 Professors E. R. A. Seligman and Carl Shoup o Columbia University prepared,
at the invitation o the Cuban government, A Report on the Revenue System of Cuba, which
gives a detailed picture of the tax situation as it stood m that year. This report, hereafter cited
as the Seligman Report, has been most helpful to the Commission in the preparation of the
present chapter.

350
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on commodities. Only in the last few years has any serious attempt
been made to tax profits, interest or salaries, and the progressive prin-

ciple, involving the modern conception of taxation on the basis of

ability to pay, has been introduced to a very limited degree. In this

respect the Cuban tax system does not differ greatly from the present
tax systems of most Latin-American republics or that of the United
States before the introduction of the progressive income tax. Such a

system of indirect taxes had the advantage of not presenting great
administrative problems, although in periods of prosperity persons
with large incomes escaped their fair share of the tax burden.

In recent years the Cuban government has created many new
taxes. A sales tax of i per cent was introduced in 1922. In 1925, as

part of the Public Works Law of that year, several new taxes were

imposed and existing taxes increased, and the proceeds turned over to

a Special Public Works Fund. After 1927 customs duties were greatly

increased, particularly on foodstuffs. The Emergency Tax Law of 1931
modified a number of existing excise, stamp and property transfer

taxes. It also imposed a progressive tax on business profits, reaching a
much greater number of concerns than were hitherto subject to the

profits tax, a tax on dividends and interest, and a progressive tax on
salaries and wages,

2
placed sumptuary taxes on a wide range of articles,

almost all imported, and increased consular fees. New tax laws greatly
increased the tax on matches 3 and imported cigarettes, imposed in-

ternal consumption taxes on several staple consumption products, and
made what was in effect a general increase in tariff rates by raising
consular invoice fees from 2 to 5 per cent. Some of the tax changes
recently made were desirable, but inadequate attention appears to have
been given to administrative problems. Such problems were almost
inevitable in the creation of new taxes, particularly direct taxes, but
the difficulties were needlessly increased by careless framing of legis-
lation. Furthermore, recent tax history has been marked by the de-

velopment of two questionable practices. The first is the creation of

new taxes where the same result, both as regards revenue and inci-

dence on the taxpayer, could have been obtained more easily by the
increase of an already existing tax. The special taxes collected at the

customs house on imported goods are outstanding examples of this

development. The second is the allocation of part or all of the proceeds
of given taxes to particular purposes. The outstanding example of such

2 The tax on salaries and wages has* as yet not gone into effect. Cf. p, 357.
a The match and foreign cigarette taxes were recently reduced.
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allocated taxes or dedicated revenues, as they are frequently called

in the United States are the public works taxes, created in 1925 to

finance Machado's public works program. These taxes do not figure

at all in the general budget. As a result of establishing this and other

special funds, the regular Cuban budget does not give an accurate

picture of the country's public finances, and it is difficult to compare
it with that of countries which have a unified fiscal system. The
table on pages 352-353 shows by principal sources since 1924-1925 the

revenues of the national government included in the budget, and the

revenues allocated to the Special Public Works Fund.

2. Principal Sources of Revenue

Customs Revenues

Until 1927 the Cuban customs tariff was essentially a revenue tariff.

In 1927, under President Machado's leadership, the country embarked

on a policy of extreme protectionism. The new policy was ostensibly

for the purpose of fostering diversification, both agricultural and indus-

trial. In many cases, however, very little attention was given to the

adaptability of the country to the protected industries, and it has been

frequently charged in Cuba that the broad executive powers of the

President over the tariff were in many cases used for the benefit of

political favorites. Whatever the motives or the ultimate desirability of

these tariff changes, one of the immediate results was to increase

greatly the cost of many staple foodstuffs which entered into the diet

of the masses. In some cases, as on rice, corn, lard, jerked beef and

beans, the ad valorem equivalent of the new duties was well in excess

of 100 per cent.

Regular customs duties produced, until recent years, over half of

the revenues of the Cuban government. In the fiscal year 1924-1925
the customs produced over $49,000,000, which was more than 55 per
cent of the total revenue included in the budget. Since that year both

the absolute amount of regular customs revenues, and their percentage
of total revenues, has steadily declined. In 1932-1933 and 1933-1934 the

regular customs revenues were barely a fourth of what they had been
ten years before. In 1932-1933 they were less than 35 per cent of the

budget revenues, and less than 28 per cent of the combined budget
and public works revenues. Yet the decline, both relative and absolute,
of customs revenues is in effect far less than the figures would indicate,
as large sums not recorded as customs revenues are collected on the
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importation of goods. The more important of these special duties are:

consular invoice fees., ports improvements tax, customs surcharges and

the gasoline tax.
4

In addition to these taxes, which are collected only on imported

goods, there are numerous other taxes, including the sales tax and

excise and internal consumption taxes, collected at the customs house.

Most of these ostensibly apply equally to domestically produced prod-

ucts, but in some cases, as indicated below, they have become in fact

merely additional customs duties.

The complications which such a situation adds to the administra-

tion of the customs can be readily appreciated. Rarely is an article

imported without being subject to three taxes, many imports pay from
four to six, and some imports might be subject to as many as eight
taxes.

Sales Tax

This tax was first introduced in 1922. The rate was originally i per

cent, but was changed in 1925 to i% Per cent, and the additional
l/2 per cent allocated to the Special Public Works Fund. For several

years the sales tax yielded over $15,000,000, or between 15 and 20 per
cent of the national revenues, and in the last two years has yielded
about $5,000,000, or approximately 10 per cent of the total.

This tax is generally criticized on the ground of administration.

Almost every merchant with whom we talked, although assuring us

4 Consular Invoice Fees. With limited exceptions, a fee equal to 5 per cent of the value of
the goods imported is collected on all consular invoices. This is in effect an ad valorem duty
of 5 per cent. The consular fees have been equal in the past two years to nearly 15 per cent of

the regular customs revenue and have been about 5 per cent of the total revenues of the

national government. The trade agreement of August 24, 1934 between the United States and
Cuba provides that after July r, 1935 Cuba shall limit consular invoice fees on shipments from
the United States to 2 per cent.

"Ports Improvements Tax. All imports are subject to a tax, based on weight, which according
to law is allocated to the improvement and maintenance of docks and harbors. This has been

equal to about 5 per cent of the regular customs revenues.

Customs Surcharge for Public Works. The Public Works Law of 1925 authorized the

President to impose surcharges of 10 per cent on all customs duties levied on luxuries, and 3 per
cent on all other imports except articles of prime necessity. These revenues do not appear in the

regular budget, but are part of the special Public Works Fund. The yield from surcharges has

been equal to about 2H per cent of the regular customs revenues.

Customs Surcharge for Charitable Institutions (Obras IBen&ficas del Patronato). An addi-

tional tax is levied on specified imports notably automobiles, cigarettes and jewelry and the

proceeds are assigned to a special fund for charitable institutions.

Gasoline Tax. The Public Works Law of 1925 created a special tax of 10 cents a gallon on

gasoline, to form part of the Public Works Fund, There is no production of! crude petroleum
in Cuba, and the entire tax is collected as an import duty, either on refined gasoline, or on the

estimated gasoline content of the petroleum imported for local refining. The gasoline tax in

its first year, 1925-1926, yielded an amount equivalent to about 8 per cent of the regular
customs revenues, and in the last five years to between 15 and 20 per cent of the regular
customs revenues.



356 PROBLEMS OF THE NEW CUBA

that he was scrupulous in paying this tax, believed that most other

merchants shamelessly evaded it. One factor which is believed to have

facilitated evasion of this and other taxes in recent years is the drastic

cut in the salaries of officials, reducing their incomes to a figure that

has made many of them susceptible to bribery. The failure of higher

officials adequately to inspect the work of collectors has undoubtedly

increased the temptation for taxpayers and tax officials to conspire to

evade the law*

In so far as the sales tax applies equally to imported and domestic

goods, it does not have the effect of an import duty. But in fact a

considerable portion of domestically produced products are partially

or wholly exempt from the tax: farm produce sold directly by pro-

ducers, food products sold by street peddlers or at small stands, and

alcoholic liquor and other articles subject to excise duties. What pro-

portion of domestically produced articles escape the sales tax in whole

or in part we have no means of knowing. It must reach a large figure,

however, and to the extent to which it is evaded the sales tax is

equivalent to an import duty.

Excite ("Loan"} Taxes

Taxes on tobacco products, alcoholic liquors, mineral water, soft

drinks, playing cards and matches were created in connection with

the Speyer loan of 1904, and the revenue from these taxes was spe-

cifically pledged to the service of the loan. Some changes were made

in rates by the Emergency Tax Law of 1931, and a tax on vinegar

and automatic lighters was added.

These taxes are collected at the customs house, in addition to the

import duty. In so far as the tax applies equally to imported and

domestically produced articles, its collection at the customs house is

merely an administrative convenience. On a number of articles, how-

ever, particularly since 1931, the "loan" tax has been made higher on

the imported than on the domestic article, thus making part of the tax

in effect an import duty. For example, the excise tax on imported beer

was four and a half times the tax on Cuban beer, and that on imported

cigarettes was nearly seven times that on Cuban cigarettes.
5

Producers of articles subject to these "loan" taxes are exempt from
the corporation profits tax and from the sales tax although the arti-

5 The trade agreement of August 24, 1934 between the United States and Cuba provided
that Cuba will not collect higher excise or other internal taxes on United States products than

on products of Cuban manufacture.
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cles are subject to the sales tax after they have been disposed of by the

producer. These exemptions are presumably made because of the

provision of the Speyer loan contract forbidding the Cuban govern-
ment to place additional taxes on these products.

These taxes have been unusually steady in their yield, producing

nearly 80 per cent as much in 1932-1933 as in 1924-1925. With a few

exceptions
6
the rates of the "loan" taxes are comparatively low, even

after the recent increases.

Profits Tax Salaries Tax Interest Tax

As early as 1900, under the American occupation, a tax was placed
on the profits of incorporated concerns, but due to administrative

interpretation, very few concerns were subject to the tax. In 1920 a

general business profits tax of 4 per cent was introduced, and in 1926
the scope of the tax was more clearly defined and the rate raised to

8 per cent (with a lower rate in a few specified cases). With a few

exceptions notably banks, sugar mills, railroad and coastwise shipping

companies, and mines, which are subject to special taxation whether

incorporated or not this tax applied only to incorporated concerns.

The emergency tax law of 1931 made the profits tax applicable to all

unincorporated business, on a progressive scale varying from 2 to

10 per cent. All incorporated concerns, and all banks, mines and sugar

companies, whether incorporated or unincorporated, were subjected

to a similar progressive tax, but with a minimum rate of 8 per cent.

As before, shipping companies and railroads are taxed at a flat rate

of 6 per cent.
7

The Public Works Law of 1925 imposed a tax of 2 per cent on

interest from real estate loans, and this tax produced between two and
6 Notably playing cards, imported cigarettes, and automatic lighters. Recent experience with

taxes on these articles illustrates the difficulties which arise when rates are fixed so high as to

stifle legitimate trade. The 1931 law raised the excise tax on a pack of sixteen imported

cigarettes from % of a cent to 5 cents. As American cigarettes come twenty to the pack, they
were subject to an excise tax o 10 cents a pack. This, together with the high import duty, made
it impossible to sell tax-paid American cigarettes at much less than 60 cents. The result was an
extensive contraband trade in American cigarettes, and the tax collected on foreign cigarettes in

1933-1934 was about one-eighth of what it was five years ago, A practically prohibitive tax

which was placed on automatic lighters in 1932 has been generally evaded. In 1 933-1934 it

yielded only $28* apparently representing the taxation of four lighters. A six-fold increase in

the tax on playing cards was followed by a decrease in the yield. Ley de Emergencia Econdmica,

January 29, 1931.
7 The Emergency Tax Law of 1931 provided for a progressive tax ^on

salaries and other

payments for services, including salaries of all government officials, ranging from % of i per
cent on salaries from $1,200 to $2,400 a year, up to 5 per cent on salaries above $15,000.
Because of the provision that no tax is to be collected until government salaries are again
restored to the figure prevailing before January r, 1930, no taxes on said salaries have as yet

been collected.
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three million dollars annually for the next six years. The Emergency

Tax Law of 1931 imposed an additional 2 per cent to go into the

revenues of the general budget. At the same time a tax of 5 per cent

was imposed on the interest received from foreign securities, and

4 per cent on interest and dividends from corporation securities and

on interest from all other loans except those made by banks or

bankers.
8

Consumption Taxes

In 1932 heavy excise taxes were levied on several products of gen-

eral use, notably gasoline and gasoline substitutes, coffee,
9
rice, and oils

and fats, and since then similar taxes have been placed on several other

articles,, mostly of minor importance. In the two full fiscal years

1932-1933 and 1933-1934 in which these taxes have been in force,

they have been large revenue yielders, surpassing even the sales tax

and standing second only to customs duties.

There are two outstanding features of these consumption taxes:

they fall principally on articles of general consumption, and their

immediate incidence has been largely on the working people; they

have in several cases applied only to imported commodities, and so in

fact have been in the nature of import duties.

Gasoline or gasoline substitutes of Cuban origin are exempt from

the tax of 2 cents a gallon. The consumption tax of one cent a pound
on rice by Decree No. 3017 of December 5, 1933 (Gaceta Oficial,

December n), is now applicable only to imported rice, so this tax

also has operated as a protective customs duty. All oils and fats,

whether domestically produced or imported, pay a tax of i cent a

pound. As rice, coffee, and oils and fats play an important role in the

diet of the great majority of Cubans, these taxes have borne heavily

on those least able to bear an increased burden of taxation. Five per

cent of the coffee tax is allocated "exclusively for the maintenance of

the Agricultural Schools and the manufacture of serums and vaccines

for live stock," and 25 per cent of the consumption tax on rice is to

8 This law has been interpreted in the case of real estate loans to mean that the tax must

be paid, not on the basis of the interest actually received by the creditor, but on the basis of the

interest he is supposed to receive. That is, the creditor must continue to pay the tax even

though the loan is in default, unless he is to forfeit his rights under the mortgage. For example,

on a loan of $100,000 paying 8 per cent interest, the creditor would pay 4 per cent of $8,000,

or $320. When the debtor defaults on his loan, the creditor must continue to pay the tax

of $320. k .

8 The trade agreement of August 1934 provides for* a reduction in the excise tax on coffee

in the event that Cuban production proves inadequate for domestic needs.
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be used in "developing the cultivation of rice, in the improvement
thereof, and in aiding Cuban farmers."

There is general complaint in Cuba about the administration of

the consumption taxes, and it is charged that there is widespread eva-

sion of their payment. In April 1934
10 the consumption tax on a

number of articles was modified or removed. Similar changes in the

law were made in August, the coffee consumption tax being repealed

by Decree-Law 392 of August 7, and the soap tax being modified by
Decree-Law 443 of August 25.

Property Transfer Tax

Under this heading fall: (i) taxes on the sale of real property and

mortgages; (2) a number of miscellaneous taxes on property transfer,

each relatively insignificant but in the aggregate yielding several hun-

dred thousand dollars; and (3) inheritance taxes. In prosperous times

these taxes yielded over two million dollars a year, but in the last two

years they have yielded but slightly over a million dollars annually,

despite an increase in rates.

With the exception of the inheritance tax there has been little

change in these taxes since Cuba was a Spanish possession. The in-

heritance tax, however, which formerly had not applied to bequests

to direct descendants, and was very moderate even on other bequests,

was greatly changed in the Emergency Law of 1931. Bequests to direct

heirs are taxed, although at a much lower rate than other bequests,

with a maximum of 5 per cent. Other bequests to more distant rela-

tives, and for other purposes, are taxed at much higher rates, reaching

a maximum of 40 per cent in the case of certain bequests over

$5,000,000. That the Catholic Church is not an important factor in

Cuban politics is shown by the fact that the highest rates on bequests

of less than $50,000 are on those "for the repose of the soul," and that

bequests for this purpose, no matter how small, are subject to a mini-

mum tax of 25 per cent.

The practice of allocating revenues to particular use is found in

most of the inheritance taxes, where a special tax of 10 per cent (in a

few cases 5 per cent), is applied to the bequest remaining after the

regular tax has been collected, and is allotted "in equal parts to the

retirement funds of workmen, school teachers, employees of the De-

partment of Communications and civil employees."

10 Decree-Laws No. 155 and No. 156, G&ceta Oficial, April 24, 1934; Decree-Law No. 185,
Md.t April 30, 1934.
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The foreigner is struck with the great complications in the tax on

sales of real estate and mortgages, and the number of taxes and fees

to the government, notaries and registros dc la propiedad which must

be paid in order to legalize the transfer.
11

Transport Tax

Previous to 1925 the license fees on vehicles were part of the mu-

nicipal revenues and were not uniform throughout the country. The
Public Works Law of that year nationalized the transport tax, estab-

lished uniform rates, turned over to each municipality an amount

equal to one half of the transport tax collected in the preceding five

years, and allocated the remainder to the Public Works Fund. The
tax is still collected by the municipal tax offices and not by the TLona

Fiscal (the internal revenue collection office), but technically it is a

national tax and the municipal offices act only in the capacity of agents

of the national government.
In this tax, as in the gasoline tax with which it is so closely asso-

ciated, there is a very evident intention to apply the benefit principle

of taxation: those who use the highways constructed out of public
works revenues should pay a considerable part of the cost of such

construction. This would seem to be a case where the benefit principle
could be legitimately applied, but there is serious question, in view

of the nature of the highways which have been constructed, whether
the gasoline and transport taxes are not working in very inequitable

ways. For example, the only highway whose "benefits" owners of auto-

mobiles enjoy is the carretera centred (Central Highway) running the

length of the island. But the gasoline tax and the high license fees

must be paid by automobiles and trucks which never touch on the

carretera. An extreme example is found on the Isle of Pines where
automobiles pay the same license fees and gas taxes as on the main-

land, ostensibly for the purpose of paying for the "benefits" they derive

from a public works program although most of the roads on this

island are in bad condition, and little has been spent there in repair or

maintenance since the passage of the Public Works Law. The same
situation undoubtedly exists in many other parts of Cuba. The natural

tendency is to use older cars in sections where there are only poor
roads, but these must pay the same high license fees as cars operating
almost entirely on the carretera. For example, Fords and Chevrolets

11 Two concrete illustrations of such complication? and expense of property transfer are
given in the Seligman Report, cited, pp. 240-242.
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pay a license fee of $50 a year. In the second place, the license fees

011 buses and trucks are low relative to the tax on private vehicles. The
tax on a bus with a seating capacity up to 24 (in fact the number of

persons carried on such buses is frequently much greater than 24) is

$60 a year, the same as a tax on a Buick car and the tax on a bus with
over 24 seats is $90, the same as the tax on a Cadillac or Packard.

Similarly, the tax on trucks with a capacity of 2^ tons or less is but

slightly greater than the tax on the larger passenger cars. A large part
of the traffic on the carretera consists of these buses and trucks, which
are paying nowhere near their proportionate share of the costs of the

highway.

Land Tax and Excess Territorial Tax

Before 1925 there was no taxation of land by the national govern-
ment. The Public Works Law of that year provided for national land

taxes whose proceeds were allocated entirely to the Public Works
Fund.12 This law levies a tax of 2 per cent on the assessed rental value

of all urbaa and rural real estate already subject to municipal taxation,

with the proviso that this 2 per cent tax will not be collected on prop-

erty on which the municipal tax rate is more than 10 per cent. As no
rural land pays over 10 per cent on the assessed rental, all rural land

taxed by municipalities also pays the national public works tax. But

as some 50 out of the 125 municipalities of Cuba, including all of the

larger ones except Marianao and Camagiiey, have rates of over 10

per cent, the result is that a large proportion of urban real estate

escapes the national tax.

Even granting the desirability of exempting urban real estate from

a national tax because of the local conditions of municipal taxation^

the exemption provisions are in fact not based on the burden of the

municipal tax. The assessment for tax purposes is entirely a local mat-

ter, and the relation between assessment and fair rental value varies

as between municipalities. For example, real estate in a municipality
which assessed real estate at 40 per cent of its market rental, and had

a tax rate of 10 i/io per cent, would be exempt from the national tax,

whereas real estate in a neighboring municipality which was assessed

at 90 per cent of its rental value, and taxed at 9 per cent, would be

subject to national taxation, although in the second case the rate on
12 As all of the land taxes thus collected by the national government with the exception

of a small tax on unimproved urban land, which is not subject to municipal taxation are

surcharges on municipal taxes, the reader is referred to a discussion of the municipal land

tax on pp* 366-367.
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the basis of market value was 8.1 per cent and in the first place 4.04

per cent. This suggests the urgent need, if there is to be a national

taxation of real estate, of a thorough overhauling of the relation be-

tween the national land tax and municipal assessments.

In addition, the Public Works Law provides for the payment into

the Public Works Fund by the municipalities of 50 per cent of the

amount by which the municipal real estate tax exceeds the tax col-

lected in the fiscal year 1925-1926. Although of minor fiscal signifi-

cance, this is of special interest as one of a series of transfers between

the different units of government.
Other taxes imposed by the national government include the sugar

tax, the documentary stamp tax, and a number of taxes of minor fiscal

importance,
13

3. The Lottery

The national lottery has been reserved for separate discussion be-

cause of the important problems of a non-fiscal nature which it pre-

sents. Until the fiscal year 1931-1932 it was a large source -of revenue,

and in several years was exceeded only by the customs duties, the sales

tax, and excise (loan) taxes in fiscal importance. The decline in yield

after 1931 was due in part to the unfavorable turn in the economic

situation, but to an even greater extent appears to have been the

result of political factors.

It is impossible properly to evaluate the significance of the Cuban
national lottery, or to formulate any practicable solution of the prob-
lem it presents, without recognizing that it involves at the same time

a fiscal, a political and a social problem. A government lottery had been

in operation in Cuba for nearly a century before the separation of the

country from Spain. The lottery was abolished in the first American
intervention (1898-1902), but was restored by Cuba in 1909 and has

been in operation continuously since that time. Almost since its begin-

ning the lottery has been a powerful political agency. By the law of

1909, as amended in 1912, the National Lottery Administration,

although forming part of the Secretariat of Finance, was to be a vir-

tually independent office. In practice it became the private political

preserve of the President, holding somewhat the same position in

Cuban political life that the Post Office did in American politics in an
earlier age. Tickets were sold to the public through colecturias sales

18 Seligman Report, cited. There have been few changes in the minor Cuban taxes since the

preparation of that report.
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offices which acted as jobbers and resold the tickets at a considerable

advance in price to street vendors who retailed them to the public.

Gradually the colecturias became sinecures, in many cases not even

handling the tickets but simply pocketing a profit on tickets which
were in fact turned over directly to smaller dealers. Under these condi-

tions the President's control over the colecturias gave him a private
source of income, to be used either personally or in holding the sup-

port of political friends. For the past twenty years almost every mem-
ber of the Cuban Congress has in practice controlled the assignment
of three or more colecturias^ In the latter days of Machado's admin-

istration the lottery was regarded by many Cubans as a symbol of

Machado's power, and when other methods of opposition were barred,

the refusal of the public to buy lottery tickets became a very effective

way of sabotaging Machado and his supporters.
One of the first acts of the Cespedes government was to suppress

the colecturias and provide for the distribution of tickets to the public

through the tax offices;
14a

a subsequent decree of the Grau government
made further modifications in the method of sale and distribution of

the proceeds of the tickets;
15 and important changes were effected in

the personnel of the administration.

Of the total proceeds of the tickets, 70 per cent is returned to the

public in premiums, 10 per cent goes to the vendors of lottery tickets,

10 per cent to cover the costs of administration, and 10 per cent to the

National Treasury.
16

Looked at purely as a fiscal measure, the lottery has one great

disadvantage and one great advantage. The costs of collection are

extremely high; for every dollar which the Cuban government collects

from the lottery, it spends 66 2/3 cents for collection and administra-

tion costs, and receives as net revenue only 33 1/3 cents. On most of

its other taxes the government receives a net return of 90 cents or

more on every dollar collected from the public. On the other hand,

the tax is painless; the public, instead of trying to evade payments for

the support of the government, in this case voluntarily make the pay-

ments from which the government collects its revenue, and many of

w By a private and unofficial arrangement. The law provided that any one colector could

not hold more than one coltcturia* Cl Seligman Report, cited, p. 118.
14a Decree No. 1307, Gaceta Qfictd, August 25, 1933.
15 Decree No. 1643, Gaceta Oficial, Edition Extraordinaria, No, 33, September 18, X933-
10 For three years a portion of the government's profits from the lottery was allocated to

the "Special Fund for Veterans"; one year a part was allocated to public works, and another

year a part to the Tourist Commission. The last such allocation was in the fiscal year 1925-1926,
and since then all profits have formed part of the general revenue.
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them would be indignant if they were deprived of the opportunity

to make such payments.
The lottery also raises the question of the government's relation to

public habits. Although the visitor from countries where lotteries are

officially frowned on as anti-social may criticize the government for

encouraging the poor to gamble away their money, he will not find

that the Cubans consider themselves objects of pity on this score.

Rather is the lottery looked on as the poor man's friend his oppor-

tunity to get ahead in life and enjoy the comforts of the rich. Public

criticism of the lottery in Cuba is based largely on the ground that it

has been an instrument of political corruption, not on that of oppo-

sition to governmental operation of a gambling institution.

The Cuban government did not create the attitude of mind which

exists in the country, and cannot change it overnight by legislative

act. Yet one may recognize the existing situation and still feel that

the Cuban government could greatly improve its public policy with

respect to the use which the mass of the population make of their

savings. The foreigner is impressed by the relatively small role that

institutions for saving play in the economic life of Cuba, and with

the almost complete absence of any interest on the part of government
in the fostering of savings. The practice of having weekly drawings,
and of having lottery tickets on sale at every street corner and hawked

by itinerant vendors, makes Cuba one of the most "lottery conscious"

nations in the world. The present lottery administration has eliminated

many of the abuses of Machado's time. It has shown enterprise and

initiative in experimenting with new methods, in selling lower-priced
tickets so as to encourage more purchases of tickets by poorer people,
and in restoring public confidence in the lottery, with the idea of

again making it the revenue-raiser that it was a few years ago. But

looked at from the point of view of a larger national interest, this

"cleansing" of the lottery, this enterprise and efficiency may become
a national misfortune if it means that a larger part of the savings of

the masses go into lottery tickets and that saving programs of a more
conservative nature are neglected.

Despite the temporary purification of the lottery, there is no doubt

that many politicians are looking forward to restoration of the lottery

to its former status as a center of political patronage. The present
administration of the lottery, fearing such a development, is support-

ing a plan to separate the lottery completely from the national gov-
ernment and the national budget by putting its administration in the
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hands of an autonomous board of impeccable character, and having all

the proceeds go to charitable organizations and hospitals.
Whether such a procedure would take the lottery out of politics

is difficult to say. Here, as in so many other aspects of Cuban public

finance, the question of personalities and administration is of more

importance than any particular provisions of law. Such a "non-politi-
cal" lottery would undoubtedly have been used by Machado to serve his

own ends, and any dictator of the future would probably lay hands
on a "non-political" lottery.

A more fundamental criticism is that such a program is contrary
to sound tenets of government finance and would aggravate an already
bad situation. Cuba today has a great number of special funds, outside

of the regular budget, to which the income from particular taxes are

allocated. There is no principle of taxation which can support the

idea that the number of beds in a maternity hospital should be deter-

mined by the public's expenditure on lottery tickets. Such a procedure
breaks up the unified control of the budget, an essential of sound

government finance. Another disadvantage of such a "non-political"

lottery even assuming that it works with complete success is that it

establishes a vested interest, probably backed by the most public-

spirited people in Cuba, in favor of increasing the scope of lottery

operations, and may establish a bias against the growth of saving
institutions on the part of the very people who would otherwise sup-

port such a movement.
If the lottery is to be retained as a governmental institution, it

would be much preferable to abolish its present semi-autonomous

status, bring it directly under the control of the Secretary of Finance,

include its expenditures in the regular budget, and subject its accounts

to inspection by the auditing department.
Another alternative is the abolition of the national lottery, or its

replacement by legalized private lotteries, with a percentage tax on

the total sales of lottery tickets. This latter course offers several advan-

tages which we believe should warrant its very careful consideration

by those public-spirited Cubans who are concerned about the problems
of the lottery as it has operated in recent years, and yet feel that the

mere abolition of the lottery is not a solution. Such a plan would prob-

ably permit the collection of considerable sums from private lotteries

which are now illicitly operated and contribute nothing to the state.

It would permit the organization of private lotteries for the benefit of

hospitals and charitable institutions, while making less likely the abuses
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suggested in connection with the conversion of the present lottery into

an autonomous lottery whose proceeds would be turned over to char-

ities and social work. Whatever policy is adopted, the government
should develop a program for the encouragement of saving. The
worker should at least have the opportunity to put his savings into a

conservative and well-managed institution, with convenient facilities,

instead of, as at present, having the whole machinery of government
back of a "get-rich-quick" proposition. There is little hope for the

economic welfare of the masses of Cuba as long as there is so complete
a lack of the spirit of saving.

1 6a

4. Main Characteristics of the Municipal Tax System

The principal sources of municipal revenues are the real estate tax

and the business tax, although a considerable sum is collected in the

aggregate from miscellaneous taxes. The real estate tax furnishes

approximately one-half of the total revenues. As it is the only local

tax of importance which impinges directly on the national tax system,

the discussion of municipal taxation will be limited to the real estate

tax.

The tax on urban real estate applies only to real estate on which

there are buildings, in which case it is levied on 75 per cent of the

gross rental value of both land and buildings; contract rental in case

the property is rented, calculated rental in case the property is not

rented. The maximum rate of taxation is fixed at 12 per cent by
national law, but within that maximum the municipalities fix the rate

and assess the property for tax purposes.
The tax on rural real estate is also a tax on the rental value of the

property. The method of assessment varies according to the purpose
for which the land is used. There are three principal categories: sugar

land; tobacco, coffee, cacao, pineapple, and forest land; and other land.

In the case of sugar land, the tax is in most cases levied on the

basis of the market value of the sugar produced. In so far as assess-

ments are actually changed from year to year a matter in which some
of the municipalities are apparently very lax the tax on sugar land

is really a sliding scale tax on sugar production.
16a Miss Hall makes the following reservation: "I am opposed to any form of lottery,

whether governmental or private, not only because I feel that both types become sources of

corruption and demoralization, but because nothing so saps the urge for work and normal
planning and makes for an acceptance of widespread and continuous poverty as the slim
hope of getting rich quickly without effort. Sporadic cases of good luck are held up as a

sop to the vast majority who go through life without knowing what good living is/*
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The tax on the second category of land is based on cash rentals

where the land is so rented. When it is not so rented, it is based on
the estimated value of the product, on the basis of the previous five

years (two years in the case of forest land). Here, as in the case of

sugar land, there is apparently great laxness on the part of tax officials,

and the basis of assessment frequently is not changed in accordance

with the requirements of law. Other taxable rural land is assessed on
the basis of the cash rental, where such exists and, where there is no
cash rental, on the basis of the cash rental of similar land.

Several features are common to the real estate tax both urban and
rural as it now exists. No allowance is made for mortgages or other

encumbrances on the property; no tax is levied on unused land (urban
land on which there are no buildings, rural lands not cultivated or

used for grazing); there is looseness in the methods of assessment

which, despite ostensibly uniform standards, vary greatly from munici-

pality to municipality. In the case of rural land the tax is levied on
the basis of the actual use of the land rather than its value in the use

for which it is best suited. Land not used for agricultural purposes is

tax exempt. As far as the law goes, fertile land turned into the estate

of a country gentleman might be fully tax exempt. Large landowners

could also keep vast areas out of cultivation and thus escape taxes.

The law on its face favors large estates and the keeping of land out

of cultivation, but to what extent the law may have been tempered
in its administration we have no means of knowing.

Relations of National, Provincial and Municipal Finance

There is an extensive cross-flow of funds between the three govern-

mental units. The municipalities make a number of payments to the

national government, of which the most important is a transfer of

10 per cent of the total municipal receipts to be used by the national

government for the maintenance of the sanitation service.
17

In addition, the municipalities act as collecting agents of the na-

tional government for the transport tax, the 2 per cent tax on real

estate rentals, and the imputed rental value of unimproved urban land.

All these taxes go into the Public Works Fund, The only transfer of

17 Other payments to the national government are:

Two per cent o total municipal receipts to various special funds for pensions.

A varying percentage o total receipts (estimated in the Scligman Report, cited, at from

% to % of i per cent) to general budget for Civil Service Commission.
Three per cent of total municipal receipts to general budget for scholarships.

Fifty per cent of excess of the real estate tax over the yield in 1923-1926 to the Public

Works Fund.
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funds from the national government to the municipal government is

the annual payment of $417,000 from the transport tax. This is only

a bookkeeping transfer, as the tax is collected in the first instance by

the municipalities.

The provincial governments have no independent source of reve-

nue. Their receipts come entirely from surcharges on municipal taxes,

although their political relations with the national government are

much closer than with the municipalities. The provinces make no pay-

ments to the municipalities, other than a 4 per cent commission for

the services of collecting the provincial revenues. The provincial gov-

ernments also make several small payments to the national gov-

ernment.
18

Most of these transfers of funds are the result of historical accident,

and have little if any justification in sound financial procedure, yet

they seem to be regarded today as a permanent feature of Cuban public

finance. They complicate government accounting, and increase the

opportunities for misuse of funds.

These extensive inter-government transfers in Cuba suggest the

necessity for a careful study of the functions of the various units of

government, and of the sources of taxation to be tapped by each.

5. Expenditures and Their Control

The Distribution of Expenditures

As contrasted with the other republics of Latin America, the public

expenditures of Cuba have been large. On a per capita basis, the annual

expenditures of the national government were in the neighborhood of

$25 in the period from 1921 to 1930. This was considerably greater

than the expenditures of the national government in such countries

as Colombia, Peru, Costa Rica and Salvador, and suggests a liberal

spending policy probably more liberal than the economic condition

of the country warranted.
19

18 Two per cent of total receipts to pension funds..

A varying percentage of total receipts (estimated in SeHgman "Report, cited, at from % to %
of i per cent) for the Civil Service Commission.

Three per cent of total receipts for scholarships. *

18 Any conclusions of this nature should IDC regarded as suggestive rather than final, both

because of complications introduced by provincial and local finance, and because population

distribution and other factors affecting expenditures differ widely from country to country.

The extent of productive social services rendered by governments, moreover, may vary in

almost any degree. A small per capita expenditure, dishonestly and unwisely made, may repre-

sent a very bad situation, whereas honest expenditures of many times that amount, if properly

made, may represent wise public policy. Only by a careful and detailed study could one give

a reasoned judgment as to whether Cuba has been spending too much money.
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In view of the fact that no liquidation of the budget has been made
since 1929-1930, it is impossible to tell just how much has been spent
for different purposes. The table on pages 370-371 shows the regular

budget appropriations for the past six fiscal years, by absolute amount,
and by percentage of the total.

The differences between authorized and actual expenditures and

the transfer of appropriations from one item to another by adminis-

trative action will change the figures when these budgets are finally

liquidated, but probably will not greatly affect the general picture.
20

Several general conclusions can, however, be drawn. First is the

relatively small percentage of expenditure, until 1929-1930, for service

on the public debt. Until the fiscal year 1929-1930 the percentage of

total expenditures for debt service was smaller than in most of the

South American and European countries. It was only from 1930 to

1933, due to a combination of a drastic decline in revenues and large

maturities to be met on short-term indebtedness, that service on the

Cuban public debt was a large proportion of total expenditures.

The second feature of Cuban expenditures is the very great outlay

on the army and navy before 1930, and the maintenance of almost the

same absolute expenditures, with a consequent increase in the per-

centage of expenditure, for this purpose in the last four years. At the

present time expenditures on the army and navy are relatively greater

than in the days of Machado.
The third significant point is the decline in the last five years, both

absolutely and relatively, in the expenditures on education and sani-

tation. These services were the stepchildren of the Machado adminis-

tration. Since the fall of Machado the government has given more
attention to these services, but they still receive far less attention than

the military.

A fourth feature is the very expensive public works program car-

ried on between 1925 and 1931, out of the special public works reve-

nues and foreign borrowing, Cuba, a poor country, embarked on a

program of public works, involving construction which would have

been a luxury in the wealthiest country. The new Capitol in Havana

cost, with its furnishings, about $22,000,000, equivalent on a per capita

basis to an expenditure of about $750,000,000 on a Capitol in Wash-

20 These figures do not include the expenditures out of the Public Works Fund. It is impos-
sible to state with accuracy the distribution of the expenditures from this fund, but as they
went almost entirely for Public Works and (particularly after 1929-1930) for service on the

Public Debt, the effect of their inclusion would be to increase the absolute amount and relative

importance of expenditures on these two items.
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ington. It is doubtful whether any public building in the United States

is constructed on such a luxurious scale. The carretera centred, running
the length of the island, and paralleling the railroad much of the way,

was de luxe in construction. It cost over $100,000,000, which on a per

capita basis would be equivalent to an expenditure of about

$3,500,000,000 in the United States.

The Preparation of the Budget

The "Law of the Executive Power" drawn up in 1909 during the

second American intervention, laid down the procedure to be followed

in the preparation of the budget. All estimates of expenditures were

to be submitted by the various secretaries to the Secretary of Finance

who, on behalf of the President, should draw up a budget of revenues

and expenditures to be presented to Congress. All expenditures were

supposed to be made in accordance with the appropriations authorized

by Congress. Expenditures could be made only against available bal-

ances in an authorized appropriation, and appropriations could be

transferred from one item to another only by Presidential authoriza-

tion and then only within narrowly delimited fields.

Although there are many details of this budgetary procedure that

experts in governmental administration can criticize, particularly in

the light of recent budgetary reforms in other countries, the budget
law was fundamentally good. The budgetary difficulties and abuses

of recent years have not been due to defects in the law nearly so much
as to its administration, in particular the liberties taken by Presidents

in the transfer of appropriations. Expenses have frequently been made
for purposes very different from those indicated in the budget appro-

priations. Cuban Presidents, in particular Machado, have freely trans-

ferred appropriations from one item to another, or have used appro-

priations for other purposes without even going through the formality
of transferring the appropriation.

There is, however, one particularly bad feature of budgetary pro-
cedure which undoubtedly contributed to the chaotic conditions that

is, the creation of special funds, literally separate budgets created from
allocated revenues which do not form part of the general revenue of

the government. A number of these allocated revenues have been dis-

cussed in their tax aspects in an earlier section. In some cases there is

a vague idea o a benefit theory of taxation in back of this allocation

that particular taxes should be spent for the benefit of those who paid
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the taxes. In most cases, however, the allocation results merely from
the desire of particular taxpayers, or government officials, to insure

the continuance of services in which they are interested, independent
of the vagaries of politics. If allowed to go far, as is likely to be the

case with pressure from this or that group, this procedure upsets the

whole concept of taxation as a payment for the support of government
and disrupts the centralized executive control of finances. On the one

hand particular services may continue as a result to get large revenues

in periods of depression, while other more essential services are starved.

On the other hand, by establishing the idea that a certain service has

a claim only on the allocated revenues, and not on the general rev-

enues, this policy may seriously cripple the service when the allocated

revenues decline. In recent years some of the American states have

had a most unfortunate experience with allocated revenues, which
have disrupted the executive control of the budget and have made the

adjustment of the financial program to changing needs most difficult.

In Cuba this allocation has taken many forms running all the way
from turning one-fifth of the national revenue into the Public Works
Fund to the minor ridiculousness of assigning 10 per cent of an increase

in the cigarette tax to the purchase of serums and vaccines for cattle.

The Control of Receipts and Expenditures

Sound government administration requires an effective control over

receipts
4

and expenditures. The present accounting system of the Cuban

government is in its essentials a single entry system, and has not been

materially changed for over thirty years. This fact has contributed to

a chaotic financial condition. It is almost impossible to say what the

financial condition of the government is at any time what its obliga-

tions are, and what unexpended balances remain in the different

budget entries or in the special funds. The situation now is such that

even the able and conscientious administrator is caught in the toils

of a system beyond his control. The practice of keeping budget items

open for years after the close of the accounting period, instead of defi-

nitely closing the accounts at some date say three months after the

close of the fiscal year, as is now done in most countries, has con-

tributed to this laxness.

An even more fundamental problem is the auditing of accounts.

There is in Cuba a bureau of the Secretariat of Finance known as the

Intervencidn General* Its supposed function is to audit the govern-
ment's accounts. At one time it exercised some effective authority, but



374 PROBLEMS OF THE NEW CUBA

for the twenty years preceding the downfall of Machado, due partly

to weaknesses in the law and partly to the policy pursued by Cuban

Presidents, it became a moribund institution. The Intervcntor is a

subordinate of the Secretary of Finance, thus presenting the anomalous

situation of an auditor under the control of the official whose accounts

he audits. Almost his sole function in recent years has been to ware-

house the documents representing transactions completed months, if

not years, before.

Modern governmental auditing of the most effective type is based

on two principles: the auditor's independence of any Ministry and the

right of prior audit that is, the right to pass on the legality of pay-

ments before they are made, and not merely to perform a post mortem

after the expenditure has been made. Neither of these principles has

been incorporated into the auditing of the Cuban government.

6. A Program of Financial Reform

Tax reform in Cuba should start from the premise that no tax

system is any better than its administration. The most urgent need

in Cuba as regards taxation, budgetary procedure, and the control of

expenditures is simplification, consolidation and the development of

administration. Specifically, we suggest the following changes in the

Cuban fiscal system. The reasons for most of these changes have al-

ready been suggested in the preceding part of this chapter.
i. Stop the allocation of taxes for special purposes, and have all

taxes appear in the general budget and form part of the general
revenues.

21

2. As a necessary corollary of recommendation i, abolish the Public

Works Fund and other special funds and consolidate them (except
for the Retirement Funds) with the general budget.

22

3. Set as an objective the consolidation of all taxes now paid at

the customs house and the 5 per cent consular invoice fee into a single

category customs duties*

4. Reduce taxes, like those on playing cards, imported cigarettes,

and automatic lighters, which are so high as to encourage contraband
trade. A more detailed study of Cuban taxation would probably reveal

other commodities presenting a similar problem.

21 This would not conflict with the pledge of particular revenues to the external debt.
22 In so far as the carrying out of i and 2 might be contrary to the public works loan

contracts, a satisfactory arrangement might be reached with the bondholders and the issuing
bankers in connection with a provision for the resumption of service on those loans.
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5. In the case of internal consumption taxes (particularly on rice),

either lower the rate of taxation in conjunction with an overhauling
of present collection methods,, or abolish these taxes altogether when
fiscal considerations will permit. The Cuban consumption tax system
is objectionable both from the point of view of their incidence and
their present administration.

6. Adjust the transport and gasoline taxes so as to throw a smaller

proportion of the burden on those who are unable to use the Central

Highway, and to reduce the subsidy now given to trucks and buses.

The introduction of a surtax on vehicles using the Central Highway
should be carefully considered.2241

7. Through a gradual development of the profits, interest, salary

and inheritance taxes, and adjustments in the customs and consump-
tion taxes which now bear heavily on staple foods, the tax burden in

Cuba should be adjusted more on the basis of ability to pay. Our

study of these taxes was not sufficiently detailed to permit specific

recommendations, but we believe, both as regards rates and adminis-

tration, that the operation of these taxes can be greatly improved. If

not inconsistent with the Speyer loan contract of 1904, the profits tax

should be extended to those concerns producing articles subject to the

"loan" taxes. We do not favor the introduction of a general income

tax, which administratively is not suited to Cuban conditions.

8. Place a progressive export tax on sugar.
23

9. Change the national lottery from its present status as a semi-

autonomous organization, and make it an integral part of the Secre-

tariat of Finance, or abolish it altogether and tax legalized private

lotteries.

10. Re-define the fields of municipal and national taxation, for

the purpose of reducing the present cross-flow of funds. In particular

we suggest the following: (a) eliminate the present surcharge on

municipal Revenues turned over to the national government for sani-

tary services, and consider sanitation a national service to be financed

out of national revenues; (b) have the transport tax collected by
national agencies, and stop the transfer of part of the tax to the

municipalities; (c) eliminate the present surcharge on the municipal
land taxes for the benefit of the national government; (d) have the

provincial revenues come from the national government, instead of

the municipalities.

22* cfc p. 439-
28 This tax is discussed in more detail on pp. 307-308.
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n. Establish a land tax, based on a national assessment, from which

both the municipalities and the national government would secure

revenue. The present assessment of land is not uniform, a large amount

of rural land escapes all taxation, there is an encouragement to the

maintenance of large holdings withdrawn from cultivation, and the

total taxes paid by rural land is very small.

Except for the provisional measure mentioned later, the national

land tax should not be regarded as an immediate source of new rev-

enue, and even under the most favorable conditions two or three years

should be allowed for the reassessment of land and the setting-up of

the necessary administrative machinery* A careful and scientific assess-

ment of land should be made prior to the introduction of a national

land tax. We recommend that a permanent national tax commission

be appointed to have charge of assessments and that the original

assessment of rural land be done in cooperation with the soil survey

recommended in Chapter XX. We suggest, in line with the recom-

mendations of the Sdigman Report, that the tax base of the rental

value, rather than capital value, be continued, at least for the present.

With a progressive export tax on sugar, there would be no need for

the present system of taxing sugar land on the basis of the price of

sugar.

The municipalities would continue to secure a large share of their

revenues from the land tax, but if the sanitation payments to the

national government and the surcharges for the provinces are abol-

ished, the total municipal tax collections would become proportion-

ately less important. The national and municipal land tax would be

collected simultaneously by national authorities on the basis of the

national assessment: the national tax at a uniform rate, the municipal

tax at a rate fixed by each municipality within a maximum rate deter-

mined by national law. The possibility of exemptions, or a lower rate

of taxation, on small land holdings, should be explored in the light

of experience in New Zealand and other countries that have intro-

duced a progressive land tax, and provision should be made for an

exemption of forest land sufficient to encourage reforestation programs.
This would leave the municipalities with an adequate income,

increase greatly the national revenue from the land tax, result in a

fairer distribution of the burden of land taxes, and discourage the

maintenance of large estates and the withdrawal of land from culti-

vation.

12. Reorganize the accounting system of the national government.
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We suggest the employment of one or more foreign accountants

familiar with modern governmental accounting procedure to assist in

straightening out the present accounts, and in setting up an up-to-date

accounting system.

13. Establish a modern Comptroller General's office either a com-

pletely new bureau, or a reorganized Intervention General which
would be independent of all Secretaries, and would exercise a prior
audit of all payments and have the right to pass on all transfers of

funds between budget items. We suggest that the Cuban government
engage one or more foreigners, experienced in the control and audit-

ing of government accounts, to assist in organizing such a system, and

helping in its administration during its first years.



CHAPTER XVI

THE PUBLIC DEBT

The public debt of Cuba may be conveniently divided into four

main categories: the external funded debt provided for in the regular

budget, the internal funded debt, the floating debt, and the public
works debt.

1 As of May 31, 1934 this debt totaled approximately

$200,000,000, divided as follows:

Regular External Funded Debt

Speyer 5% loan of 1904 . $ 9>5 I5>5

Speyer 4^2% l an T99 - 10,148,000

Morgan 5% loan of 1914 . . 4,556,800

Morgan <A% loan of 1923 . . . 23,417,100

Morgan 5
1A% loan of 1927 . . . 3,600,000

Internal Funded Debt
Loan of 1905. 5% .... . . . ...

Floating Debt (other than that included in Public Works

Debt)
Claims registered with government (approximate)
Salaries and pensions in arrears (approximate) .

TOTAL DOMESTIC DEBT (approximate) , ...

Public Wor\s Debt
Funded
Gold Bonds of 1930. $

1A% ..... . .

Treasury Obligations of 1930.

51^37,400

Unfunded
Bankers' Credit of 1930.
Serial Certificates of 1928/29. 5^2%
Accrued interest on serial certificates, gold bonds

and bank credit ... ............
Warren Brothers ...................
Cia. Cubana de Contratistas ......... . .

Deferred payment certificates ...............
Interest on Treasury Obligations to June 30, 1933 . .

Y
TOTAL PUBLIC WORKS DEBT ............. 87,559,273
TOTAL PUBLIC DEBT (approximate) ........... $200,000,000

1 In addition, the Cuban government had on May 31, 1934, a contingent liability of

$17,798,660 as guarantor of the Sugar Stabilization, 5^ per cent gold bonds o 1940, popu-
larly known as the Chadbourne bonds, which were issued in 1930. The details of this issue
are given on p. 247.
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i. History of the Regular Public Debt 2

External and Internal funded Debt

Cuba started its career as an independent nation with a public debt

of moderate proportions arising from its obligation for the 6 per cent

bonds issued abroad by the Revolutionary Government in 1896 and

1897, and the arrears of pay due to the Cuban Army of the War of

Liberation. The greater part of these obligations was funded in the

Speyer loans of 1904 and 1909 and the internal loan of 1905. The

larger part of the Speyer loan of 1909, however, was used for fund-

ing new floating debt, and to pay for public works in Havana and

Cienfuegos. The Morgan loan of 1914 was used for the retiring of

floating debt and the completion of sewers and paving in Havana;
the Morgan loan of 1923 was used principally for clearing up floating

indebtedness, although a small part was applied to the construction

of new public works; the Morgan loan of 1927, which was practically

an extension of the loan of 1923, was for the purpose of liquidating

floating debt which had not been taken care of in the 1923 financing.
Several important points stand out in connection with this public

indebtedness. First, Cuba has never floated any internal bond issues,

despite the existence of a large amount of funds which wealthy Cubans
have had available for investment.3 There has apparently been little if

any effort on the part of the Cuban government to develop a domestic

loan market, with the aim of encouraging savings by Cubans and

enlisting the interest of financially prominent citizens in efficient and

honest government.

Second, all of this foreign financing was done in the United States

on terms which were unusually favorable to Cuba, and can be ex-

plained partly by the close political relations existing between Cuba
and the United States. Both as regards the net interest paid by Cuba
and the profit to the issuing houses, Cuba did this borrowing on

almost as good terms as European countries of highest credit stand-

ing- In fact, Cuba obtained the Morgan loan of 1923 on more favor-

2 The public works debt, which represents over 60 per cent of the foreign indebtedness

of Cuba, is not included in the regular budget, but has been handled through a special Public

Works Fund established in 1925. Furthermore, on account of alleged irregularities in connec-

tion with its issue, the Cuban government has suspended all payments on the public works
debt. Hence this part of the public debt will be discussed separately and in more detail in the

latter part of this chapter.
8 The internal loan of 1905, as well as an internal loan of 1917 which has since been paid

off in full, were not sold to the public as a business proposition, but were issued in payment
of existing obligations.
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able terms than France when it borrowed through the same banking
house in 1924.

A third feature of this financing is that most of it went for the

funding of past indebtedness, and hence Cuba has little in the form
of public improvements to show for the public debt contracted

previous to 1927.

Floating Debt

The existing floating debt of Cuba is not the product of a definite

financial policy; it is simply the result of the government's inability

to satisfy its creditors and pay its employees and pensioners. As has

been indicated above, an unfortunate feature of Cuban government
finance has been the constant recurrence of floating indebtedness,

which has been cleared up not out of government surplusses but by
the funding of the debt, placing on later generations of taxpayers the

burden of paying for the extravagance or ineptitude of their fathers.

Unpaid bills have been accumulating for many years, but the

increase of these obligations has been particularly great since 1930.

Most of the unpaid salaries and pensions date back only to 1932, when
former President Machado let many civil employees go unpaid in

order to keep up payments on the foreign debt, and continue the

large expenditures on his army.

2. Present Status of the Regular Public Debt

At the present time (September 15, 1934), the status of the Cuban

public debt is as follows.

Regular External Funded Debt

The Grau government maintained payments in full on the regular
external debt.

4 The Mendieta government, by Decree-Law No. 123 of

April 10, 1934, suspended amortization payments with the proviso
that amortization was to be resumed when the total annual govern-
ment revenues, including the receipts of the public works and other

special funds, exceed $60,000,000. Interest has been paid in full to date

on the five external loans now outstanding.
4 No payments on the external debt fell due during the period o the C&pedes adminis-

tration.
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Internal Funded Debt

Interest has been paid in full to date. Amortization of $50,000 was
made in 1933 and amortization of the same amount is provided for

in the 1934 budget.
No question has been raised by the Cuban government as to the

legality of either the regular external or internal funded debt.

Internal Floating Debt

There has been no important change in the status of this debt since

the fall of Machado, although full and reliable figures are difficult

to obtain. The government has paid part of the pensions and back
salaries of employees.

In November 1933 the government requested all creditors of the

government to register their claims, other than those for salaries and

pensions, with the Subnegociados de acreedores del estado que
junciona en la contaduria central de hacienda before February 13,

1934. By subsequent decrees the final date for filing claims has been

extended.

3. The Public Worlds Debt

The public works debt amounting to over 85 million dollars was

contracted during the Machado administration. This debt is expressed
in terms of American dollars and, except for $20,000,000 in Treasury
notes issued to contractors and a few unpaid contractors' claims, was

negotiated through the Chase National Bank of New York City.

Although several million of public works bonds are estimated to be

held in Cuba, the debt is essentially an external funded debt.

History of the Public WorJ^s Debt

Shortly after President Machado assumed office, Congress passed

the Public Works Law of July 15, 1925. This law provided for (i) an

elaborate program of public works covering the entire island, of which

the most important were the construction of a Central Highway
(carretera central) running the length of the island, and a new Capi-

tol in Havana; and (2) the creation of a special fund for public works,

separate and apart from the regular budget, to which were assigned

some already existing taxes and a number of new taxes especially

created for the purpose.
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The President was given practically complete authority in carrying

out the public works program and the negotiation of contracts, sub-

ject to the limitation that contracts should be awarded under condi-

tions of competitive bidding, that no "certificates of indebtedness or

other similar obligations" should be issued in "payment of the con-

tracted obligations/' that all contracts were to be let within four years

from the date of the law, and that all work was to be completed
within ten years. The law mentioned the Central Highway as one of

the urgent works to which priority should be given in the construc-

tion program. It was not until over a year later, however, that in

Decree No. 1309, published in the Gaceta Oficial of August 20, 1926,

an official estimate of the revenues to be secured from the public

works taxes, and a program for the distribution of these revenues as

between the various projects was announced.5

In August 1926 the government asked for bids for the joint con-

struction and financing of the Central Highway that is, an arrange-
ment by which the government would pay the contractors out of

public works revenues over a period of years. Fourteen bids, some of

which covered only a part of the construction, were submitted. The
Chase National Bank did not submit a bid since it was not interested

in construction activities. Bids were opened on September 27, 1926,
but the special public works board of the Cuban government re-

jected all of them as not being in the public interest. In November

1926 the government again asked for bids, on a new basis, involving

(i) the submission of separate bids for the construction of the carretera

central, (2) the submission of a bid for advances up to $10,000,000 for

the payment of work certificates issued by the government to contrac-

tors for work done. This advance was to be repaid out of public works

6 The estimate of annual publift works taxes in this decree was:

1925-1926 $10,000,000
1926-1927 16,000,000
1927-1928 16,000,000
1928/29-1933/34 18,000,000

These revenues were to be allocated in the following proportions between, the various classes

of public works:

Highways 45%
Aqueducts, sewers and pavements 10

Capitol 20
Schools 5
Hospitals and charitable buildings 5
Public buildings 5
Administration 3
Contingencies 7

100%
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revenues for the year 1930-1931. In response to this new proposal, nine

bids were submitted and publicly opened on November 30, 1926, six

for the construction of the highway, and three for its financing.
6

The Board of Award recommended acceptance of Warren Brothers
5

construction bid of $75,896,652.62, subject to several modifications, in-

cluding the proviso that 25 per cent of the work be sublet to Cuban
contractors and that in the provinces of Matanzas and Santa Clara

preference be given to the Compania Cubana de Contratistas for the

execution of the work at a predetermined price.
7
By presidential

Decree of December 30, 1926, three-fourths of the construction was
awarded to Warren Brothers, and one-fourth was awarded directly to

the Compania Cubana.

This decision as to the award of the construction contracts auto-

matically eliminated the financing bids of the syndicate headed by
Blyth, Witter and Co., and by the Compania Financiera para la Car-

retera Central, as they were for the financing of construction proposals
which had been rejected. The Chase financing proposal, which was
not tied up with any particular bid for the construction of the high-

way, was accepted with some modifications, and the formal agree-
ment between the Cuban government and the Chase Bank was signed
on February 19, 1927. This provided for a credit of $10,000,000 matur-

ing, at the option of the government, not earlier than September 30,

1930, nor later than June 30, 1931. Under this credit the Chase Bank
was to buy from the contractors at par "deferred payment work cer-

6 The bidders on the construction were: The Foundation Company, Ulen and Company,
and James Stewart and Company, all of New York City; Octavio Navarrete, Santiago de Cuba;
Warren Brothers Company, Cambridge, Mass.; Compania Cubana de Contratistas, and Jaime
Surez Murias, both of Havana. The bids of Navarette and Murias were for the construction

of specified parts of the highway; all other bids were for the construction of the entire highway.
The bidders for the financing were: The Chase National Bank; a syndicate composed of

Blyth, Witter and Co., Marshall Field, Glore and Ward Co., E. H. Rollins and Sons, and White,
Weld and Co., all financial houses located in the United States (this bid was for the

financing of construction to be done by Ulen and Company and James Stewart and Company) ;

and the Compafiia Financiera para la Carretera Central, of Havana (this bid was for the

financing of construction to be done by the Compania Cubana de Contratistas). No conditions

on the letting of the construction contracts were attached to the Chase bid. Of the companies

submitting bids for the entire highway, Ulen and Company and the Foundation Company bid

only on the basis of an administration or a cost plus system, whereas Warren Brothers and the

Companfa Cubana submitted alternative bids on a fixed price and on a cost plus basis. The
Committee of Award decided not to have the work done on an administration or cost plus

basis, which automatically excluded the bids of the Ulen Company and the Foundation Com-
pany. The Murias and Navarette bids were rejected as being less favorable than the bids of

Warren Brothers and the Compania Cubana. Those who are interested in following in detail

the construction of the carretera central should consult the four volumes published in 1930 by
the Secretaria de Obras Pdblicas, Memoria administrative y de$cri$tiva de las obr&s de la

carretera central. Details of the bids are given m Vol. II.

7 Memoria administratwa y descriptive de las obra$ de la carretera central, cited, Vol. II, pp.

258-260,
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tificates" which, would be issued to the contractors by the government
in payment for construction on the Central Highway. The govern-
ment was to pay i per cent per annum on the entire credit, plus 6 per
cent per annum on the amount of credit actually used. As special col-

lateral for the credit, the government pledged 90 per cent of the

special public works revenues. By a subsequent agreement of May
31, 1928 the original contract was modified to permit the use of

$5,000,000 of this credit to pay contractors on the national Capitol.

The first advances under the $10,000,000 credit were made on April

14, 1928. Between then and June 22, 1928, $4,258,799.41 in work certifi-

cates were issued to the contractors and purchased by the bank. The
resources that were available from this credit and from the public
works revenues did not appear adequate to finance the very extensive

public works program which had been undertaken, and the govern-

ment, on April 28, 1928, asked for bids for additional credits of not

less than $40,000,000 nor more than $5o,ooo,ooo.
8 The Board of

Award recommended to the President that the proposal of the Chase

Bank be accepted. A new agreement between the government and the

Chase Bank, increasing the total credit at the disposal of the govern-
ment from $10,000,000 to $60,000,000, was signed on June 22, 1928
and approved by Congress on June 28.

9 This credit was to be repaid

8 Bids were submitted by: the Chase National Bank; Warren Brothers and the Cornpanfa
Cubana de Contratistas, in conjunction with the National City Bank of New York; a syndicate
consisting o Dillon Read and Co*, the International Acceptance Bank, the First National Bank
of Boston, the Bank of Italy, Blyth, Witter and Co., and E. H. Rolhns and Sons.

9 The principal provisions of this agreement were:
a. The existing credit of $10,000,000 was to be converted, with a reduction in interest

from 6 to 5/4 per cent, into a revolving credit of $60,000,000, available until July i, 1930.
The public works revenues as in the earlier transaction were specifically pledged as security
for the enlarged credit. A total commission of i per cent was paid on the additional $50,000,000
credit, and 5% per cent per annum was to be charged on such part of the credit as was
actually used.

b. The work certificates hitherto issuable only for construction of the Central Highway and
the Capitol could now be issued for any public works construction authorized by the Public
Works Law of 1925. The Bank was under no obligation to accept and hold at any time more
than $10,000,000 of work certificates.

c. The work certificates were made convertible into $
1A per cent serial certificates which

could be sold to the public. These certificates were to mature as follows;

December 31, 1930 $5,000,000
June 30, 1931 5,000,000
December 31, 1931 6,250,000
June 30, 1932 : 6,350,000
December 31, 1932 6,250,000
June 30, 1933 . . 6,250,000
December 31, 1933 * 6,250,000
June 30, 1934 6,250,000
December 31, 1934 * 6,250,000
June 30, 1935 6,250,000

$60,000,000
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in full within 5 years, thus involving annual payments as high as

$12,500,000.

The entire credit of $60,000,000 was used by March 4, 1930. Of
this, $50,000,000 was converted into serial certificates and the remain-

ing $10,000,00 held by the Bank in the form of work certificates. A bloc

of $10,000,000 of serial certificates, bearing maturities of December

31, 1931, and June 30, 1932, were sold to the public on October 24,

1928 by a syndicate of the Chase Securities Corporation, Blair and

Company, the Equitable Trust Company of New York, and the Con-
tinental National Company of Chicago. A second $10,000,000, with

maturities of June 30, 1932, December 31, 1932 and June 30, 1933, were
sold to the public on January 29, 1929 by the same syndicate. The

remaining $30,000,000 were not offered for public sale. These, to-

gether with the $10,000,000 of work certificates, were held by the

Chase Bank and its associates of the syndicate.

By the latter part of 1929 it became evident that it would be im-

possible for the Cuban government to meet, out of public works

revenues, the large maturities of the serial and work certificates be-

tween 1930 and 1935 without curtailing, or perhaps abandoning

entirely, construction on the Central Highway and the Capitol. The

funding of the serial and work certificates seemed the only alterna-

tive to a suspension of construction. A contract of February 26, 1930
between the government and the Chase Bank sought to put the

financing of public works on a more permanent basis.
10 This agree-

ment provided for:
1X

a. The funding of the $40,000,000 of serial and work certificates

held by the Chase Bank and its associates into 5%% gold bonds, matur-

ing in 1945, and sold to the Bank at 95.

b. The granting of i-year credit of $20,000,000 by the purchase of

work certificates issued to the contractors by the government.
c. The issuance of an additional $40,000,000 of 5/4% gold bonds,

For the conversion into serial certificates of the $50,000,000 of additional work certificates

provided for under this credit, the Bank was to receive a commission of 1.80 per cent, but no
commission was to be paid for the conversion of the work certificates representing the initial

credit of $10,000,000 provided for in the agreement of February 19, 1927.
*The above-mentioned short-term financing of public works had been done under the

implied authorization of the Public Works Law of 1925, which limited any operations to 10

years after the passage of the Act. In the Law of July 24, 1928, however, the Executive was
authorized to make contracts extending up to 1945, and to carry out "without any limitation

whatsoever" any credit operations necessary to complete the public works program.
11 This loan contract is published in full in Empr^stitos y financiamientos de la republic de

Cuba, recopilados por el Dr. Juan A. Martinez y Munoz, y Victoriano Gonzalez de Torres

(Havana, 1932), pp. 242-286. It is published in English in U. S., Senate, Committee on Finance,

Hearings, Sale of Foreign Bonds or Securities in the United States, 72 Congress, ist Session,

Pursuant to S. Res, 19, Vol. 4, pp. 1998-2021.
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to be held in portfolio by the government, on which the Chase Bank

had an option for 5 months to purchase in lots of $5,000,000 at 95.

The first $20,000,000 of proceeds of the bonds so taken under this

option were to be used to retire the $20,000,000 i-year credit.

Serial certificates, to the amount of $20,000,000, previously sold to

the public and maturing between December 31, 1931 and June 30,

1933, remained outstanding as a first lien on the public works reve-

nues. The $40,000,000 bond issue, dated January i, 1930, was sold to

the public by the Chase Syndicate at 98 early in 1930. This was the last

financing done by the Chase Bank for the Cuban government which

represented the incurring of additional indebtedness, other than for

commissions and interest. The subsequent financial operations were

simply the extension of existing credits or the payment by the Chase

Bank, on behalf of Cuba, of interest or maturities on serial certifi-

cates.
12

Of the total of $80,000,000 advanced by the Chase Bank, $20,000,000

representing the first two issues of serial certificates, have since been

redeemed, leaving outstanding $60,000,000 (plus a few minor items).

Of this total $40,000,000 is represented by the 5*/2% bonds, largely in

the hands of American investors, and $20,000,000 is in the form of

work certificates held by the Chase Bank and associates. Of the total

advance of $80,000,000, $66,182,540.71 went for the carretera central,

$10,015,726.41 for the Capitol, and the balance of $3,801,801.75 for mis-

cellaneous public works. This financing paid for approximately 60 per
cent of the cost of the Central Highway and half the cost of the

Capitol.

On account of market conditions in New York, the Chase Bank
12 In June 1932 the Bank made an advance of $2,278,125 to meet maturities and interest

of serial certificates held by the public. This advance was entirely repaid by November 1932.
Subsequently, in December 1932, the Bank made advances of $3i 06,250 to pay serial certificates

falling due December 31, 1932, and paying maturing interest on the public works bonds and
bank credit. These advances were entirely repaid by May 1933.

No sinking fund payments were due on the 5
1A% bonds until December 31, 1935,

but the $20,000,000 in work certificates which had been taken up under the Chase credit

established in 1930 matured in March, 1931. Due to the sharp decline in government revenues,
this maturity threatened to precipitate a fiscal crisis. Accordingly, the Chase Bank group
extended this credit for 90 days subject to certain conditions, and by subsequent renewals it was
extended to June 30, 1933. With the further decline in public revenues, the government again
found it impossible to cover the maturities of the serial certificates, and the interest on these
and the outstanding work certificates. By an agreement between the Bank and the government,
dated June 27, 1933 and ratified by Congress on July 5, this credit of $20,000,000 was
extended to June 30, 1935 subject to certain conditions, with arrangement for subsequent yearly
extensions to 1945. On the ground that the conditions of this agreement were never complied
with, the Chase Bank contends that the extension did not become effective, and that the credit

is now in the form of an overdue obligation. The bank also agreed to take care of the final

maturity of $1,250,000 of serial certificates.
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never took up the remaining $40,000,000 of bonds on which it held

an option. Had it been possible to market these bonds, $20,000,000,

under the terms of the contract, would have been used for retiring the

$20,000,000 bank credit, and undoubtedly the other $20,000,000 would
have been used for the payment of a subsequent indebtedness of the

government to the contractors for the completion of the highway. In

view of the impossibility of carrying through this contemplated financ-

ing, the contractors (Warren Brothers and the Compania Cubana de

Contratistas) were obliged to accept payment in 5% per cent Treasury

obligations maturing June 30, 1935, created by Notarial Agreements
No. 156 and 166 of November i, 1930.^ The first five semi-annual

coupons were made payable, with compound interest, on June 30, 1933.
No provision had been made in the financial arrangement between

the Chase Bank and the government ratified by Congress on July 5,

1933 for paying the $2,905,466.88 due on June 30, 1933 on the Treasury

obligations issued to the contractors. Subsequently, however, on August
2, 1933 the government agreed:

a. To turn over $2,905,466.88 of seigniorage profit from the coin-

age of $6,000,000 in silver pesos at the Philadelphia Mint, to meet the

maturity of the first five coupons of the Treasury obligations,
14

b. To convert the outstanding Treasury obligations into a new issue

of 5
l/2% Treasury obligations, maturing in 1950, guaranteed by the

same revenues as were previously pledged to the Treasury obligations.

c. To set aside annually in the general budget in the External Debt

Section, beginning in the fiscal year 1934-1935, the sum of $1,100,000

to redeem and retire these obligations.
15

On February 6, 1932, by an exchange of letters between the Secre-

tary of Treasury and the Chase Bank, the government agreed to make

semi-monthly deposits with the Chase Bank of all public works reve-

nues collected during the preceding fifteen days, these payments to be

applied to payment of interest and maturity of the various loans and

credits to which these revenues were pledged. This arrangement was

extended by a subsequent exchange of letters, the last of which was

on June 27, 1933.

18 These agreements are published in full in Empr&tttos y financi&mientos de la rep&blica de

Cuba, cited, pp. 387, 367,
14 For further details on this coinage operation, cf. p. 314.
15 This agreement, prejudicial to the interests of the Chase Bank, involved the question

o priority as between these two groups of public works creditors, an issue which was, how-

ever, temporarily placed in abeyance by the subsequent default o the government on its entire

public works debt.
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Present Status of the Public Works Debt

The Cespedes government continued semi-monthly deposits of

public works revenues to the Chase National Bank up to and includ-

ing August 31, 1933? and, in accordance with the agreement of August
2> 1933:, paid $1,400,000 to Warren Brothers and the Compania Cubana

de Contratistas from seigniorage profits.

The Grau government, which came into office early in September,

immediately suspended deposits of public works revenues with the

Chase Bank, without giving any reason for the suspension. Later, by
Decree No. 1917 of September 27, 1933, that government: (a) annulled

the agreement of August 2, 1933 with the contractors, and provided
that all subsequent seigniorage profits from the coinage of $6,000,000

in silver be turned into the general revenues of the government; (b)

held that in the fiscal year 1932-1933 the government had paid to the

Chase Bank $500,116.60 in excess of the receipts in that year of reve-

nues pledged, and that hence this sum was to be considered an ad-

vance payment to be deducted from the pledged revenues of the fiscal

year 1933-1934 which were to be turned over to the Bank. A subse-

quent decree of January 12, 1934, suspended all payments on the public
works debt on substantially the same grounds.

These decrees did not question the validity of the public works
loans on constitutional or legal grounds, but merely provided for a

temporary suspension of payments on the ground that the Cuban gov-
ernment had paid more than it was obligated under the loan con-

tract.
16 The first official challenging of the legality of the Chase loan

came from the Mendieta government. By Decree-Laws 140 and 141 of

April 17, 1934, the government appointed a commission of three mem-
bers to examine into the Chase loans, and to report to the government
on what action it should take with regard to them. This commission

presented its report on June 18, 1934. Its finding was that as far as the

Chase National Bank of the City of New York is concerned, the right
of repudiation is indubitable; that "as far as the bondholders are con-

cerned, from a legal standpoint the government has good reason also

to decide for repudiation," but suggested that on ethical grounds the

government should make some settlement with the public who held

bonds which they had bought in good faith.

16 In these decrees the Grau administration apparently acted on the assumption that it was
only obligated to pay to the Chase Bank the proceeds of the specific revenues pledged to the

loan, despite the fact that these bonds and certificates were unconditional obligations o the
Cuban government, to which it had pledged its full faith and credit.
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The commission's findings that the loans were illegal were based
on four main allegations:

1. The illegality of all acts of the Machado administration as a
dictatorial government not truly representing the country.

2. Aside from i, the illegality of all acts of the Machado govern-
ment after May 20, 1929, when Machado began his second term of

office as a result of the amendment of the Constitution, adopted at

Machado's dictation, which permitted a second term.

3. The illegality of the public works financing on several grounds,
of which the more important were :

a. The contracting of a loan without the previous authoriza-

tion of Congress, as required by the Constitution.

b. The violation of the constitutional provision that pay-
ments of service on the public debt must be included

in the general budget.
c. The violation of the Platt Amendment to the Cuban

Constitution which forbade the contracting of loans

which could not be repaid out of revenue of the govern-
ment. *

4. The making of advances to the Cuban government by the Chase

Bank when it knew that the money was not being honestly spent by
the government.

1 6a

The Chase Bank, in opposing this argument, contends that the

Machado government was the de facto and dc jure government of

Cuba, recognized by all important countries of the world when this

financing was negotiated, and that under accepted international law

any successor government is responsible for these obligations. It claims

that this financing met all the requirements of the Cuban Constitu-

tion. It contends, moreover, that even had there been irregularities in

connection with the issue, this would not invalidate the loan provided
authorized officials of the Cuban government represented to the bank-

ers and the public that the requirements of Cuban law had been met.

It points out that it had no connection with the contracts for the pub-
lic works construction, that it paid over for the account of the Cuban

Wa In. Decree-Law No. 304 the government authorized the assignment of certain revenues

to the Maritime Pension Fund, including "interests and dividends of accumulated funds."

The preamble of the law referred to the fact that these funds had been invested in the bonds
of the Cuban Republic, including an issue that was now the "object of study by the govern-
ment"; and declared that it was convenient to assign the interest corresponding to these

bonds to the fund, without, however, implying a recognition of the legality of the issue.

Ofictal, June 29, 1934*
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government every cent called for in the loan contracts, and that it

would have been interference with the internal affairs of a foreign

government to have attempted to control that expenditure.

The public works financing has been not only challenged on con-

stitutional grounds but has been very severely criticized in Cuba be-

cause of the close relations which existed between the Chase Bank and

the Machado government, and the belief that the Chase Bank was

guilty of improper practices in securing the loan contracts. In this con-

nection several actions by the Chase Bank placed that organization in

a most unfavorable light. The following facts are, to our knowledge,
not disputed by the authorities of the Chase Bank, although they deny
that their actions were in any way improper or that they affect the

legality of the financing in question:
17

i. Jose Obregon Blanco, son-in-law of President Machado, was an

employee of the Havana branch of the Chase Bank from 1927 to 1931.

Although bank officials admitted that he proved to be incompetent, his

salary was nevertheless raised to $19,000 a year three years after his

initial employment.
2. President Machado was a borrower on personal account from

the Chase Bank almost continuously from December n, 1928 to July

1933. Loans were also made to a shoe factory and a paint factory con-

trolled by Machado. Carlos Miguel de Cespedes, Minister of Public

Works, who had charge of the construction of the Central Highway
and the Capitol, borrowed from the Chase Bank on several occasions

between January 1928 and December 1930. These loans were all repaid
in full with interest. General Menocal, former President of Cuba, and
the leader of the strongest political party out of power, borrowed

$125,000 from the Chase Bank in 1926. In 1933 this loan, although

17 These facts were brought out in the course of the investigation by the Committee
on Currency and Banking of the United States Senate on Stock Exchange Practices (Pecora
Committee). In the heat of controversy in Cuba over the Chase loan, there has arisen a general
misunderstanding as to the nature of this investigation. Many Cubans have come to believe
that this was a special investigation into Cuban financing, and that as a result of the facts

there disclosed the Senate of the United States declared this financing fraudulent and illegal.
This has led to the drawing of conclusions not warranted by the evidence, and has also fostered
the belief in Cuba that the United States Senate virtually authorized a repudiation of the public
works debt and that hence repudiation cannot affect Cuban public credit. Even from so high
a source as former President Grau has come the statement: "The credit of the Republic
cannot be affected in any way when it refuses to jpay an illegal debt, whose illegality and
fraud has been established before the highest legislative tribunal of the American Union, the
Senate of the United States.*' (El Popular, July 18, 1934.) As a matter o fact, the investiga-
tion of Cuban financing by this committee was simply part of a larger investigation into

financing by American bankers in a number of foreign countries, and neither this committee
nor the United States Senate ever expressed any opinion on the legality of the Cuban public
works financing.
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long overdue, had not been repaid and no interest had been paid on
it since 1926.

3. Mr. Henry Catlin, personal friend and former business asso-

ciate of President Machado, received $55,000 for legal services in con-

nection with the financing of 1927, 1928 and 1930, although the Chase
Bank employed recognized law firms in Cuba and the United States

at the same time.

4. Dr. Enrique Hernandez Cartaya, former Secretary of the

Treasury and President Machado's adviser, was also paid $47,500 and

$40,000 for legal services in connection with the 1928 and 1930

financing respectively.

5* Jose Obregon Blanco, as manager of the Havana branch of the

Bank, paid $2,000 to ten Havana newspapers for favorable press items

which they published in 1928 in connection with the public works

financing of that year. Although an official of the Chase Bank testi-

fied before the Pecora Committee that "that is a thing which we

highly disapprove of," no evidence was introduced to show that the

head office had refused to allow this expense or had reprimanded
Obregon.

18

These revelations as to relations between the Chase Bank and the

Machado government made before the Pecora Committee coincided

with the almost universal belief in Cuba that a great deal of graft was
involved in the public works program and that Machado had either

profited personally from the construction contracts or had allowed his

political and personal friends to do so. No evidence, to the knowledge
of the Commission, however, has been brought forward to indicate

that the Bank or its officers were a party to any of the transactions

connected with the construction program, tliat the Bank split commis-

sions with any Cuban officials on securing the loan, or that it failed

to deliver the sums promised in the loan contracts. The Bank may
have been cognizant that there was a good deal of corruption in con-

nection with the public works operations, but the contract did not

give it any supervision over the expenditure of the sums advanced.

There is no evidence that any Bank official profited from misuse of

these sums. Yet it is very understandable why many Cubans should

question the good faith of the financing and why the relations between
15 In order to avoid criticism for making payments to the Chase Bank in a period when

government employees were not being paid, the government withheld knowledge of such

payments from the public. In one case where the government agreed to pay the bank several

weeks in advance, the Vice President in charge of the Havana branch wrote the New York
office: "It is only due to our close contact and friendship with General Machado and the

Secretary of the Treasury that we are receiving the above payments at so early a date . . ."
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the Chase Bank and the Machado administration, entirely aside from

their legal bearing, have strengthened the sentiment for repudiation

of the public works debt.

4. The Burden of the Public Debt

The burden of the Cuban public debt, contrary to an impression

widely prevalent both in Cuba and in the United States, is not ex-

tremely large. This is true, whether judged on a per capita basis or

on the basis of relation of debt service to total government revenues.

It is small even as compared with a number of countries of Latin

America such as Argentina and Uruguay, which are maintaining a

large part of the service on their debts or with European countries

like Norway, Denmark and Finland, which are meeting foreign debt

payments in full. On a per capita basis it is less than $50, as compared
with, approximately, $100 in Uruguay, $200 in the United States, $120

in Denmark, $190 in Switzerland, and $800 in the United Kingdom.
The annual interest on the total foreign debt, inclusive of the public

works loans other than the Treasury obligations, is about $7,000,000.

This is less than $2 per capita, and only 13 per cent of a $53,000,000

budget the minimum that total revenues including those of the public
works budget have reached in any one year. Had amortization pay-
ments of $5,000,000 a year been included, the percentage of total debt

payments to revenues would have been less than 25 per cent. With an

$80,000,000 budget they would be less than 15 per cent.
10

Two factors, however, have made the debt burden in the last three

years especially great, and have fostered the belief, both in Cuba and

abroad, that a drastic readjustment of the Cuban public debt is neces-

sary to prevent national bankruptcy. These factors are: (i) the great
decline in Cuban revenues almost to the minimum 20

assuming that

military expenditures must not be reduced necessary to keep the

machinery of government running; (2) the provisions of the public
works debt, calling for large maturities and amortization payments

19 We appreciate the limitations in a judgment on debt burden by comparing the service

with the annual revenues, particularly when these revenues have been drastically reduced.
With revenues of $50,000,000, the payment o a debt service of $1,000,000 may involve more
of a financial sacrifice than the payment of $15,000,000 with revenues of $80,000,000, even

though the latter payment represents a much greater percentage contribution* We do not sug-
gest that because a nation in good times can expend 30 per cent of its revenues on debt service,
that any such percentage can be spent by Cuba, or that foreign creditors should expect it to

be spent on debt service under present conditions*
20 Regular budget revenues declined from $93,559*300 in 1924-1925 to $43,653,890 in

1932-1933; and public works revenues, which reached a maximum of $18,121,389 in 1929-
1930* fell to $9,380,431 in 1932-1933.
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after 1931. For example, in the fiscal year 1933-1934 when the origi-
nal estimate of receipts was included in the regular budget of only

$44,000,000, in addition to public works taxes which were expected
to yield about $9,000,000, the meeting of all payments on public debt

due that year would have required $33,ooo,ooo.
21 The scheduled pay-

ments in 1935-1936 are nearly $18,500,000 and in several subsequent

years are over $15,000,000. By comparing these figures with Cuban

revenues, a picture of a financial burden almost equal to that of the

original reparations bill submitted to Germany by the Allies has been

drawn by uncritical observers.

But if annual Cuban tax receipts increase within the next three or

four years to $75,000,000 less than tax collections in the relatively

unprosperous years before 1930 the payment of interest in full would
not involve unduly large annual payments, providing amortization

were spread out over a number of years. Furthermore, the Cuban pub-
lic debt is practically all expressed in terms of American gold dollars,

and consequently its gold burden was automatically decreased 41 per
cent by the recent devaluation of the American dollar.

5. The Solution of the Public Debt Problem

At the present time the only part of the Cuban public debt whose
status is reasonably well determined is the regular external funded

debt and the internal funded debt. Interest is being paid in" full on
this entire debt and, according to existing legislation, the suspended
amortization payments on the foreign debt will be resumed as soon

as government receipts exceed $60,000,000. The status of the internal

floating debt and the public works debt is still undefined.

External and Internal Funded Debt

A few years ago there was considerable talk in Cuba of a con-

solidation of the foreign debt, presumably on more favorable terms.

Regardless of the feasibility of such a measure at that time, consolida-

tion now seems out of the question. There is little possibility that

Cuba could do any foreign financing at the present time or for some

years to come on terms as favorable as those on which it floated its

existing foreign loans. Its policy should be to let the status of the in-

ternal funded debt and the regular external funded debt remain as

21 The payments made by Cuba were actually much less than this sum, as the maturing

obligation of $20,000,000 was extended.



394 PROBLEMS OF THE NEW CUBA

at present, which will mean that amortization on the latter will prob-

ably be resumed within one or two years.

Floating Debt

The floating debt, consisting of unpaid bills and arrears of salaries

and pensions, presents a more serious problem. The traditional method

in Cuba of handling such a situation has been to float a foreign loan,

but for the immediate future that is out of the question, even were it

desirable. Outstanding claims will, at least for the present, have to be

handled out of Cuba's own resources. To make payment in full out

of revenues would take years and it is far preferable to formulate some

definitive policy as quickly as possible rather than follow the oppor-
tunist policy of using whatever money happens to be available in the

Treasury for paying this or that particular favorite of the administra-

tion.

It is our understanding that a great part of the present floating debt

representing unpaid bills is being traded in at a large discount, and

that in many cases the present holders are not the original creditors,

but acquired their claims at discount as a speculation. It seems to be

the general opinion in Cuba that, whatever may be the public position
of these holders of the floating debt, privately they would be delighted
to settle at considerably less than par. The same is probably true of the

Treasury obligations and the claims of contractors.
22 We suggest that

the Cuban government appoint a claims commission to review all

claims and determine the amount payable. In settlement of this float-

ing debt we suggest the issue of internal bonds, bearing about 4 per
cent interest, with amortization payments to begin not earlier than

five years from date. Minor claims of less than, say, $25, might well

be paid in cash, as well as a small proportion, say 5 per cent or 10 per
cent, of all larger claims.

Because of the desperate straits of many public officials, it would
seem that they should have prior claim to payment as compared with
other internal creditors. Our suggestion is that a policy be announced
of paying back salaries and pensions by a system of chronological

priority; that is, all claims for January 1932 should be paid before any
claims for February 1932 are paid, and so on. There should be a defi-

nite policy of using so many million dollars a year for this purpose,
22 Because of the many legal complications associated with the Treasury obligations and the

contractors* claims, we have deliberately refrained from any separate discussion o them*
Presumably their adjustment would be associated with the consolidation of the floating
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together with a given per cent of any budgetary surplus that may
develop, rather than a policy of taking so many hundred thousand dol-

lars to pay three months' salaries of another group, and two months*
of still another group for an even later period.

Public Wor%s Debt

By far the most difficult problem of public credit is the handling
of the public works debt. The Cuban government undoubtedly wishes

to discharge its legitimate debts and to maintain its credit standing
abroad* But an advisory commission of lawyers has questioned the

legality of the loans, and the Cuban public generally believes that the

Chase Bank resorted to bribery in order to secure the original business.

The border line between the creation of a favorable atmosphere by

legal means and the exercise of improper influence can be drawn only

by the courts. The Commission obviously is not in a position to pass
on the question whether representatives of the Chase Bank violated

Cuban law or whether the Chase loan is invalid. We do wish, how-

ever, to express our belief that the Chase Bank did not use sound busi-

ness judgment in entering into these financial arrangements, and that

it employed methods of securing this business which overstepped the

bounds of sound public policy and banking ethics. Bank representa-

tives went altogether too far in their efforts, as one of the Chase vice

presidents expressed it, "to impress our individuality upon the Presi-

dent."

It is essential, however, to make a distinction between acts which
are morally repugnant and acts which are illegal at the time they are

committed. Aroused by the banking practices of the past few years,

the United States Congress has enacted legislation severely controlling

the issuance of securities and regulating the stock exchange, but has

not authorized the repudiation of past financial issues which did not

violate existing law.

The Cuban government has taken no action as yet on the report

of the advisory commission of lawyers, which expressed the view that

the Chase loan was illegally contracted and is not a binding obligation.

If the government shares this view, it should say so publicly without

further delay. The obvious remedy would then be for the Chase Bank
to bring the matter before the Cuban tribunals and, in case satis-

factory judgment is not delivered, for the Cuban and American gov-
ernments to refer the question to adjudication by the Permanent Court



396 PROBLEMS OF THE NEW CUBA

of International Justice at The Hague or some other tribunal. Both

governments would be legally bound to accept the judgment of this

court. Undoubtedly the court would have to take into consideration

the fact that the Cuban government had expended borrowed money
for the construction of the Central Highway and the Capitol. Should

the court find that, because of illegalities, the loan contracts were

invalid, it would presumably have to consider whether the funds

employed for public purposes by the Cuban government should be

returned to the Bank or the bondholders. The advantage of this

method of procedure is that it would furnish an impartial and au-

thoritative judgment on the legality of the Chase loan. On the other

hand, the adjudication of this issue would mean a delay of several

years, during which Cuba's credit would be adversely affected and, if

an international court upholds the validity of the debt, the resulting

obligations of the Cuban government might be greater than if it

attempted to reach a settlement by negotiation.
The second alternative is for the Cuban government to negotiate

a settlement with the Chase Bank which takes into account Cuba's

present economic situation, the conditions under which the loan was

originally negotiated, and the uses to which it was put.
23

23 Mr. Zimmerman holds that Cuba would harm itself, since it has the public improve-
ments, if it did not honor the bonds. The ethics of the bank in securing the business over

competitors and the economic effects on Cuba of the failure to pay the bonds are in his

opinion entirely different questions. Future consequences of the policy should be given dominant
weight in the analysis of the course to be taken.



CHAPTER XVII

PUBLIC UTILITIES

In modern industrial life, public utilities such as the telephone,

light and power, and railroads play a fundamental part. Electric

current has become second in importance only to the air we breathe

and the water we drink. While for the masses of Cuba the telephone
must remain a luxury for some time, electric power should be de-

veloped to the highest degree possible as a matter of public policy.
The manufacture of ice and refrigeration are based on electricity,

while much of the water supply is dependent on electric power. This

is particularly true in Havana, where electricity controls both water

and light. It is of paramount importance that electric current be made
more widely available to a growing number of communities and in

greater quantities to each consumer. The per capita consumption of

electricity in Cuba today is approximately Yi4 9 and the Cuban domes-

tic or residential consumption about Y$ of that of the United States.

The railroads have also played an important part in developing the

economic life of Cuba. Without the railroads the Cuban sugar indus-

try could not have been developed, at least to its present extent. High-

way competition, however, is rapidly cutting into the railroads and

has created another utility problem calling for solution. All of these

utilities are now owned by foreign capital.

The fall of President Machado released a variety of pent-up emo-

tions and suppressions directed at what, to a section of the Cuban

public, seemed abuses requiring rectification. Foreign-owned public

utilities, which were believed to have been especially protected and

favored by the fallen Dictator were among the targets and objectives

of reform and reprisal- In addition there was widespread feeling,

which had been growing for some years, that the Cuban public had

long been overcharged for the use of electric current. What rendered

the situation in Cuba unusual if not from the point of view of most

Latin-American countries, then from that of countries longer versed

in public utility questions was that there had been no regulation,

whatever by public authority. Public utilities secured their franchises

in the early days of the industry, at periods antedating the present

397
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development of commission control in the United States. Their maxi-

mum rates were largely fixed by the original concessions, franchises

or contracts. It was inevitable that such a situation would sooner or

later require modification. The utilities primarily affected were the

Compania Cubana de Electricidad, a subsidiary of American and

Foreign Power which is in turn controlled by the Electric Bond and

Share Company, and the Cuban Telephone Company, a subsidiary of

the International Telephone and Telegraph Corporation which today

furnishes exclusively the telephone service in Cuba.

i. Light and Power

The light and power service of Cuba is predominantly furnished

by the Cuban Electric Company (Compania Cubana de Electricidad)>

a Florida corporation, and a sub-subsidiary of the Electric Bond and

Share Company. This is not the only enterprise in Cuba which manu-

factures, distributes and sells electric current, but the remaining prop-
erties are relatively unimportant in the quantity of current produced
and the number of customers served.

There is little water power in Cuba, and steam is the prevailing

mover for generating electricity. Except in the Cuban Electric

Company's largest station at Havana the Tallapiedra plant, which
utilizes bituminous coal, blends of coal and petroleum coke oil is

the chief fuel.
1

The Electric Bond and Share Company

The Electric Bond and Share Company became interested in the

development of electric properties outside the United States in the

period of expansion following the World War. Cuba appeared to

offer attractive possibilities and here the management set out to create

an effective island-wide system of power production, transmission and
distribution. The first plant acquired was that of Santiago de Cuba.

In 1926 it acquired its most important interest the electric properties
of the Havana Electric Railway, Light and Power Company which

during the previous fifteen years had been developed from a bankrupt
concern into an expanding, efficient and profitable business under the

1 The Cuban Electric Company's total installed capacity is 129,464.5 KW of which u8r
115 are steam, 7,377.5 Diesel, and 3,972 hydro-electric. It serves 122*676 consumers in 207
communities whose total population is 1,520,000. It has 1,338,31 miles of transmission, and
2,005.75 miles of distribution lines. It serves 9,211 consumers with water in four communities
with a population of 101,000, and supplies ice in three communities. Its gas plant in Havana,
with an installed capacity of 10,500,000 cubic feet and 205.12 miles of mains, supplies 10,115
consumers. Their consumption is now approximately half a billion cubic feet annually.
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directing genius of Mr. Frank Steinhart. The Electric Bond and
Share Company bought the electric and gas plants and distribution

system in short, bought everything except the street railways, which

stayed under the Steinhart management as the Havana Electric Rail-

way Company and which continued to buy the current to move its

cars from its successor in the power business. Mr. Steinhart and his

associates not only received around $240 a share for their common
stock, but he was retained as director at a salary reputed to be $40,000
a year.

In the year 1933 the company's total production through genera-
tion and purchase was 207,864,268 KWH. Of this number, 173,450,-

301 KWH were actually sold, the difference being accounted for by
transmission losses of 19,168,728 KWH and distribution losses of 15,-

245,239 KWH.
Of the total of 113,969 consumers, 81,789 residential customers

purchased 21,416,987 KWH; 28,007 commercial customers consumed

24,718,173 KWH; 2,808 industrial establishments bought 45,175,781

KWH; 140 agricultural units utilized for irrigation, diverse power
uses and lighting, 1,449,433 KWH. The federal government bought

23,162,985 KWH for lighting and power. Municipalities accounted for

8,415,154 KWH for lighting and power* Seven public utilities of which

by far the most important, and the company's largest customer, was

the Havana Electric Railway Company, other municipal street rail-

way systems, and the partly electrified United Railways of Cuba

bought 42,799,209 KWH. The remainder, 6,312,579 KWH, was used

by the Cuban Electric Company itself.

In approaching the study of the existing utility problem in Cuba,

with special reference to electric light and power, it is necessary to

bear in mind the expansive psychology which dominated American

finance in the 1920'$. Ever-continuing "progress/* ever-increasing ex-

pansion, consumption, revenues and profits seemed to many of the

business leaders of that day to be as certain as the rising of the sun.

In Cuba, as in the United States and elsewhere, the eagerness to

acquire existing light and power plants, and more important, the

accompanying franchise and opportunity for the sale of current in

new territory, was all-consuming. From 1921 to 1928 plants were

bought in Cuba, always at high, sometimes at fanciful, prices judged

both in relation to the existing equipment and to the potentialities

of the future market. Much of the buying was done by Mr, Henry
W, Catlin, who came from the United States and established relations
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of personal intimacy with President Machado. Outside of Havana,

purchases of plants and distributing systems amounted to little more

than a purchase of rights, as these plants were largely junk, and needed

to be rebuilt from top to bottom with wholly new generating machin-

ery and distributing equipment to be installed. A high tension trans-

mission system had to be built. This extension work was paid for ex-

orbitantly, a large part of it being done by the Phoenix Construction

Company, a subsidiary of the Electric Bond and Share Company.

Large commissions and profits were reaped by the intermediaries in

these purchases. Incidental expenses were lavish.

The inevitable result of this program, when the optimism of the

financial minds behind it proved unwarranted and prospects were

further blighted by the unprecedented economic depression and by un-

expected political and social complications, was the existence of

excess plant capacity and a financial overhead structure which im-

posed unbearable burdens.
2 The conflict which now arose of divergent

interests those of the company, its management in Cuba and in New

York, of its investors in Cuba, the United States and elsewhere, of

the consuming public in Cuba, of the workers in the company's

employ, and of the Cuban and American governments with their

various and respective solicitudes occupies an important part of the

foreground in the politico-social drama of the twelvemonth following

the fall of Machado and the ending of an old era in Cuba.

The financial set-up of the Cuban Electric Company as of De-

cember 31, 1933 gave it a total capitalization of $178,299,650, divided

as follows:

1. $3>996>55<> represented by 6 per cent first mortgage bonds due 1954,

held by the public.

2. $69,500,000 6 per cent 2O-year debentures due 1948, of which $20,000,000
'

are held by the Electric Bond and Share Company, $41,000,000 by the

American and Foreign Power Company, and $8,500,000 by the Havana

Electric and Utilities Company, a company which had been formed to

facilitate the transfer of ownership of the Havana Electric Company.

3. $11,843,100 of various maturities, of which $4,062,100 are held by the

American and Foreign Power Company and $7,781,000 by the Havana

Electric and Utilities Company.

4. 200,000 shares of $6 preferred stock, of which 21,177 were in the hands

of die public, 173,000 held by the Havana Electric Utilities Company, and

5,823 had been re-acquired by the company.

2 The plant, property and investment account of the Cuban Electric Company on October

3* 1933 was $194,387,000. Engineers' estimates of reproduction cost, new, vary between

$100,000,000 and $115,000,000.



PUBLIC UTILITIES 401

5. 542,000 shares of $6 second preferred stock, all of which was held by the
Havana Electric and Utilities Company.

6. 2,500,000 shares of common stock, of which all is held by the Havana
Electric and Utilities Company.

Under the arrangement between the Electric Bond and Share

Company and the Cuban Electric Company, the former renders ad-

visory and supervisory services of an extensive character to its sub-

sidiary- It furnishes administration, financial, legal, technical, engineer-

ing, accounting and auditing consultation and supervision. It does the

foreign purchasing and arranges the shipment. Payment is made by
the operating company on the basis of gross revenues received monthly,
as follows:

3% on the first $100,000 per month
2.75% on the following 200,000

" "

2.50% on the following 400,000
" "

2.25% on the following 600,000
" "

2% on the excess during month

These payments during the last six years have been as follows:

Period ending December 31, 1928 $296,267.88

1929 426,130.10

1930 432,469.46
193 1 375,020.61

1932 306,202.97

1933 272,084.38

Substantial savings have been made through this relationship, and

by planned purchasing. Annual purchases amount to $1,500,000.

Long-range contracts have enabled the company to buy fuel oil at

90 cents a barrel when the best spot price was $1.25^
The American and Foreign Power Company makes no charges

except for interest on loans to its subsidiary.

Maximum rates for Havana were fixed at 17 cents a kilowatt

for the individual consumer during the military occupation of the

United States by Military Order No. 2 of January 3, 1902, and, except-

ing a reduction to 15 cents for Havana in January 1929 and certain so-

called "inducement" rates established throughout the system in 1930,

were not substantially changed until the decree of President Grau

San Martin on December 6, 1933. Rates of the various other small

plants throughout Cuba, established in cities and towns in the 1890'$

and earlier years of this century, were similarly made by contract with

* While the strike was on and coal had to be bought locally it cost $5,50 a ton, although
the price through contract which the company had been paying was $4.70.
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the local authority under the Municipal Organic Law and consti-

tutedj from the standpoint of the various light and power entre-

preneurs, an "acquired right." The rate of 15 cents a kilowatt was

approximately twice the rate recently charged in leading American

cities.
4

The Stride of the Consumers

Previous to the fall of Machado, there had been sporadic con-

sumers' strikes in an effort to reduce electric light rates. Various com-

munities and groups had abstained from using current^ substituting

oil lamps and candles. This procedure had seldom been effective in

securing reductions, although it tended to reduce the consumption
of electricity and the company's income. Apart from the actual local

decrease in consumption caused by these strikes, they advertised belief

in the excessiveness of these rates and tended to limit use of current

elsewhere. Various municipalities also sought to secure rate reductions

by legal procedure, but in vain. Machado would inevitably overrule

the acts of the municipal authorities ordering rate reductions.
5

No sooner had Machado fallen, however, than a consumer's cam-

paign for lower electric rates spread rapidly throughout the Republic.
In part this was a campaign directed at all electric light companies,
in part at the Cuban Electric Company in particular, and in part at

public utilities in general. One form which this campaign took was
that of stenciled injunctions on plaster walls urging people not to pay
their light and telephone bills.

Typical of the agitation was a mass meeting on the afternoon of

August 29, 1933, at a theatre in Cienfuegos. Several hundred attended,
and impassioned discourses were delivered attacking the Cuban Elec-

tric Company on various counts that it levied excessive rates, that

it was a foreign company exploiting the Cuban people, and that it had
been closely connected with Machado, who, it was charged, had been

4 Costs of operation are, however, higher in Cuba. Cf. pp. 412-415.
6 The following: are typical cases:

In San Antonio de los Barios, rates had been established by the original local light com~
pany in February 1906 at 20 cents a KWH, which had been continued unchanged by the
Cuban Electric Company. The Ayuntamiento in the session of April 38, 1930 voted to

reduce these rates. The company appealed, and a presidential decree of August 15, 1931
voided the action of the municipality. A consumers' strike then took place, and in conse-

quence the company lowered its rate to 37 cents per KWH.
In Gihnes, on July 25, 1924, the municipality fixed rates for private individuals at

18 cents a KWH and a flat rate of $1.25 monthly for a 25-watt lamp. On April 6, 1931
the municipality moved to reduce the tariffs for both public and private lighting

1

. The com-
pany appealed and the President of the Republic suspended the municipality's act of April 6.

In some of these cases rates had been fixed in the concessions.
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an official of the company.
6
Resolutions signed by some of the lead-

ing citizens of Cienfuegos demanded drastic rate reductions.

On September 5, the day after the Cespedes government had fallen

and it was becoming increasingly evident that the temper o the

Cuban public presaged a swing to the left, the company announced
in the daily press that it was disposed to cooperate in the matter of

rate revision, and suggested that the government appoint a technical

commission to establish rates which would be just and equitable for

all concerned. Meanwhile the "don't-pay-your-bills" consumers' strike

was rapidly spreading, stimulated by articles and editorials in the press
and by radio addresses. The new administration of President Grau
took cognizance of it, and on September 30 the company accepted the

President's mediation on the basis of a preliminary study to be made

by a commission of technicians with the following conditions:

1. That the directing elements of the strike notify their following

that, since the matter was in the President's hands for solution, they
should cease their strike and pay the sums due the company.

2. That no publicity of any kind be given to the discussions and

findings of the commission of technicians until a solution had been

agreed on.

On October 2, President Grau by Decree No. 1975 appointed a

commission to act jointly with a delegate from the Cuban Electric

Company and from the Cuban Telephone Company. In the succeed-

ing weeks while the discussions were taking place the consumers' boy-
cott continued despite the company's protests. The company oifered

to make a flat 20 per cent reduction in all residential and commercial
6 Gerardo Machado, neither before assuming the presidency nor after, was ever an official

or a stockholder of the Compania Cubana. de Electricidad. Machado had, however, operated
two plants under a name virtually identical with that o the operating company later estab-

lished in Cuba by the Electric Bond and Share Company. Machado's company was called

the Compania Cubana de Electricidad, S.A. Various directories show him with a Havana
address as vice president of that company. As he sold this company to the larger company
of the same name, it is not surprising that the confusion should occur in the public mind.

That Machado had himself engaged in the electric light and power business with plants at

Santa Clara and Caibarie'n naturally rendered him sympathetic with the electric utilities

standpoint apart from his general friendliness to capital, especially American capital. Finally,

Mr. Henry W. Catlin, an official of the Electric Bond and Share Company's Compania
Cubana de Electricidad, was an intimate of Machado's. Study of the record, however, does

not reveal that the company secured the extraordinary favors from Machado which it is

popularly believed to have received, or that its treatment by him was other than that which

other foreign enterprise secured. Machado's policy of protecting foreign capital and its

earnings was applied generally, and was revealed in his relations with the Cuban Electric

Company by his overruling of local attempts at rate reductions, his refusal to seek for the

Cuban people lower rates on a national scale, and his suppression of all labor's efforts to

improve its status. However, the Cuban Electric Company's bills under Machado's adminis-

tration were as unpaid and as uncollectible as they had been under previous administrations.

(Cf. p. 416.)
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rates. The commission, it is understood, made such a recommendation

provisionally, although its report was never made public. Under this

recommendation the residential and commercial tariff would have

been i2 J
/2 cents for the first 100 KWH and 8 cents for all above. On

November 24 the company informed the President that this was the

utmost limit to which the company would go. On December 2 it pub-

lished its economic situation which showed a reduction of gross in-

come from $18,485,000 in 1929 to $7,661,000 for the year ending

October 31, 1933? pointing out that the payment of dividends on the

preferred stock had been passed the previous November i, that the

various economies which had been made did not suffice to enable the

company to meet its obligations. These economies included the reduc-

tion of personnel from 4,289 to 1,988, and a 25 per cent salary and

wage cut applicable to those whose wages were above $60 monthly.

On December 6 President Grau issued Decree No. 2974 which

reduced, provisionally, the maximum rates for gas and electricity es-

tablished by the Military Order of January 3, 1902 approximately 45

per cent. The new residential tariff was established at 9.35 cents for

Havana, and elsewhere at 10 cents per KWH for the first 100 KWH
and 9 cents for all beyond, with flat rates for lights of 25, 40, 60 and

100 watts at 70 cents, $r, $1.40, and $1.80 respectively. The commer-

cial tariff was fixed at 10 cents per KWH for the first 100 KWH," S l/2
cents for all beyond, with a minimum charge for both residential and

commercial lighting of $i. Rates for public enterprises, theatres, radio

stations and newspapers, were fixed at the flat rate of 4 cents per

KWH for light and power.

Furthermore, electric companies were obligated to install without

charge the necessary equipment, lines, and poles, and to connect or

reconnect gas or electric service for consumers without charge.

Companies were forbidden to charge for meters or to demand a

deposit greater than the estimated amount of two months' service at

the rates fixed in this decree. Public institutions were exempted from

all deposits.

A moratorium of four months on the payment of all back bills

for gas and electric service was decreed for residential users and eight

months for commercial users. These debts to the company were to be

divided respectively into four and eight equal parts and paid in

monthly instalments. No service could be disconnected provided cur-

rent bills were being paid as well as instalments on back debts.

The companies were forbidden because of the new rates to dis-
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charge any employees then in service or to make wage cuts. Fines
from $100 to $1,000 were fixed for each infraction of this decree.

The company made emphatic protest against the rate cuts and other

provisions, restating the facts concerning its economic position, and

adding that in its view "the right to charge the maximum rates"

established by Military Order No. 2 of 1902 "constitutes an acquired
right safeguarded by the permanent treaty between Cuba and the

United States and by the Organic Law of Municipalities. No reduc-

tion of those rates is applicable to this company ... as this would
attack its property rights guaranteed by the 6th Article of the Statutes

of the Revolutionary Government." The new rates, however, went
into effect on the following February 8.

President Mendieta, who had come into office three weeks before,

in Decree No. 406 appointed a commission to study the situation

of the small independent electric plants and propose measures to

establish rates just to them and their consumers. The three engineers
who constituted this commission brought in a report on March 14

recommending an increase of rates for the 118 small independent
electric plants in Cuba, on the ground that their situation was different

from that of the Cuban Electric Company since their consumption
was almost wholly residential. Reasons given were that the rates be-

fore Decree No. 2974 had brought no profit to these plants, many of

which were barely meeting operating expenses. This precarious situa-

tion, the report stated, was due to lack of purchasing power of the

people during the economic depression with resulting decrease in

consumption, and to failure of the municipalities to pay for the public

service, which in the small villages amounted to half of the plant's

potential receipts. It was impossible for their proprietors to continue,

and the municipalities or the government would have to take charge

if the communities were not to be in darkness. Taking over these

industries would not only create great difficulties for the municipalities

or government but, "since the greater part of these enterprises have

been constructed with local capital, such action would in future

greatly inhibit private initiative and deliver a staggering blow to the

spirit of enterprise which is so little developed among us." Conse-

quently the rates of these independent companies should be increased.

The increased rates recommended by the commission were estab-

lished in Decree-Law No. 150 by President Mendieta on April 17.

They divided the independent plants into three groups based on the
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size of the community. For the first group, which included the city

of Pinar del Rio, residential rates were fixed at 14 cents for the first

20 KWH, and 10 cents for all beyond.
For thirty-three smaller towns the residential rate was fixed at

16 cents for the first 19 KWH. The remaining 79 towns were given
a residential rate of 18 cents for the first 19 KWH. The new decree,

thus substantially increasing electric rates, did not apply to the Cuban
Electric Company.

The Labor Conflict

While thus engaged in a rate controversy which resulted in a

drastic rate reduction by presidential decree, the Cuban Electric Com-

pany was also having serious labor troubles. The first incident came
on August 20, when some 800 of its employees met to form a union

called the Federation Sindical de las Flantas Etectricas y de Agua.
The company offered a locale, furniture and light, which the workers

declined. While apprehensive, the company offered no open opposi-
tion to unionization but certain of its officials indicated to office em-

ployees that they should not associate with the "reds" among the plant

workers, while others suggested to the plant workers that their organi-
zation would be weakened by including the amarillos ("yellows")

office workers. Unionization, however, proceeded, enrolling a high

percentage of both inside and outside workers. On September n repre-
sentatives of the union asked the company for the semana inglesa

("English week"), that is, Saturday afternoons off, in one of the

repair shops- This was a preliminary reconnoitering for the coming
struggle. The company agreed, provided the men worked half an hour

longer during the other five days.

On September 28 the Federaci6n Sindical de las Plantas 'EUctrlcas

y de Agua asked for recognition. This demand was ignored. On Octo-

ber 10 the union demanded the suspension of two officials of the

distribution department for conduct offensive to some of their subor-

dinates. On September 19 in Decree No. 1693 President Grau San
Martin had established the 8-houi) working day for the entire Republic,
thus removing some of the possible points of controversy from
future discussions. On October 23 the union formally presented four

demands, including a maximum day of eight hours; overtime to be

performed by workers drawn from a list prepared by the union; a

45-hour week with 48-hour pay; compulsory unionization of all but
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the higher officials; and discharge of two officials- The company re-

jected all but the 8-hour day, which meanwhile had been established

by law. The Ministry of Labor attempted to effect a compromise,
which the company declined to accept.

The forces of unionism were gaining strength, however, and on
December 5 presented a list of forty-one demands, notifying the com-

pany that it must accept these demands within 48 hours. They included

recognition of the union and its right to be consulted in hiring and

firing, recognition of the right to strike, annual vacations, a working
week of 39 hours for office workers, 45 hours for day workers, and 42
hours for night workers, all on the basis of 48-hour pay, the restora-

tion of seventeen workers discharged in connection with the strike

of March 20, 1930, and a minimum for laborers of $1.60 daily. The
demands also specified that every employee should receive courteous

and proper treatment from the company, so that no official should

"affront him by act, word, or annoying communication outside of his

proper functions." The union also demanded the cancellation and re-

turn of payments on shares of preferred stock, when requested by an

employee, and the cancellation of equipment payments with the right

of the company to retain 50 per cent of what had been paid for rent

and usage.

To judge the validity of these demands, it must be understood that

a number of grievances existed, some of them unknown or unappre-
ciated by higher company officials at the time, but which some of the

fairer and more liberal minded executives of the company were dis-

posed to admit. But as often happens in large organizations, there

were differences of opinion as to labor policy, and the acts of a few

officials went far to injure the relationship of the company with its

employees and with the public. These officials and policies were

thrown sharply into relief by the union's demands. One executive in

particular had long been abusive in his speech to employees. The same

executive also went to unprecedented lengths in prying into the per-

sonal affairs of many employees outside of office hours and attempting

to regulate the conduct of their private lives. Personalities played a

large part in the friction between the Cuban Electric Company and its

workers*

Moreover, employees who had been with the company five years

were kept on a per diem basis apparently with no worthier motive

than to avoid paying a month's wages if and when they were dis-
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charged. These discharges, which were often arbitrary, and in any
event painful, given their great number from 1931 on, produced great
bitterness. American employees were granted longer vacations than

Cubans a practice which originated in the days when company
officials brought from the United States were promised sufficient vaca-

tion time to return home. In some of the smaller centers in the interior

reduction of personnel led to the piling of a multitude of tasks on the

remaining employees, who were actually on call day and night. There
had been cases where chauffeurs taking officials on apparently private

"parties/' had been compelled to serve far into the night. A high pres-

sure sales campaign of electrical and gas equipment and of preferred
stock to the employees also added to the grievances implicit in tht

demands of the workers.

The company's troubles did not come singly, and when the 41
demands were made almost simultaneously with the cut in rates and
other restrictions, the officials requested a week's time instead of 48
hours* This request the union rejected on December 8. The following

day, however, its leaders were persuaded by Colonel Fulgencio Ba-

tista, the Commander-in-Chief of the army, to give the company until

December 15. On this date union and company officials met together
with the interim Secretary of Labor, Senor Fernandez de Velasco,
and Colonel Batista, and after nineteen hours of continued discussion

agreed on thirty of the workers' demands, some of them in a modified

form, leaving eleven for settlement within a month.

On January 12, the company's reply, which yielded but a fractional

part of the remaining and more vital demands, was deemed unsatis-

factory by the union which gave the company until 5 p. m. on the

following day to reconsider. The company stood its ground, and the

men struck the evening of January 13. For three hours Havana was

paralyzed without light, power, or street-car service. As the city's

water supply is pumped by electricity there was an immediate menace
to health. The Grau government, by Decree No. 172, therefore inter-

vened provisionally in the administration of the company a move
which brought back the strikers.

Rafael Giraud, an auditor of the company, one of the leading spirits

in the strike movement, was named provisional general manager. His

first act was to order the suspension from work and pay o 35 officials

consisting of all the company executives and department heads, with

their assistants and secretaries a total of 67. His order included in the
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suspension all others on the "private payroll" whose names might
have been omitted from his list.

8

During the period of three weeks in which the property was under

government management, the operation was actually in the hands of

the workers. This period did not provide a conclusive test of the

ability of the workers to conduct the light and power services without

their regular executives a demonstration which certain elements in

the strike leadership and in the government were eager to make. The

company declares that the property was damaged, and the books re-

turned in a chaotic condition. Moreover, apart from the handicap of

unfamiliarity with their task, the new executives faced a boycott of the

banks and of the larger American enterprises General Electric, West-

inghouse, Havana Coal. The provisional administrator reported the

cancellation of a shipment of 35,000 tons of coal from Norfolk, needed

for one of the plants, as a result of company pressure. The American
banks the Chase, the National City and the First National of Boston

declined to cash checks made out to the company in payment of

consumers* bills and to accept new deposits of the company funds.

Whatever may have been their other motives, it is clear that the banks

were dubious of the legality of the intervention, and wished to guard

against possible suit. This situation compelled the intervention man-

agement, deprived also of credit advances from the parent companies,
to concentrate on collection for current obligations. Its collections

proved adequate for several reasons. Largely owing to the necessity of

making a complete change in billing as a result of the change in rates,

no bills had yet been sent out to consumers for the month of Decem-

ber. This money could now be collected. Many subscribers, also, who

8 The question o the private payroll, nomina privada, was thus brought prominently to

public attention. The provisional manager charged that on taking possession he had un-

covered a secret payroll for company officials. The implication was that the company had
been engaged in concealing additional salaries beyond the regular payroll, paid to a favored

few. The fact is, however, that the company had originally decided to include on one payroll

the salaries of all employees receiving $5,000 annually or more. It is the recognized practice

of some companies not to allow the executives' salaries to become common knowledge
around the shop. It may be asked whether, in the case of a public utility, this was a necessary

or desirable practice, but it is an understandable one and it was not fraught with any of the

sinister connotations to which the strike leaders gave currency. There was no double payroll.

Thirty-five names, representing all the high officials of the company excepting the president

(whose salary was paid not by the Cuban Electric Company but by the American and

Foreign Power Company) appeared on the list. The monthly total of these salaries was $22,344.

The monthly average was $638. Actually, owing to salary reductions, several names appeared
on this list whose monthly stipend had fallen below $400. In view of the gross distortions

concerning this so-called "private payroll," it is pertinent to state that (excepting the salary

of Director Steinhart) the salaries of the executives appear moderate. Their salaries are decidedly

lower than the corresponding salaries in the United States and bear about the same rela-

tionship to the latter as the wages of the rank and file bear to those of similar employees in

the larger American light and power companies.
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had withheld payment in pursuance of the consumers' campaign

against the company, now came forward to help out a management
which appealed to them variously as "revolutionary," "laborite" or

"national." Apart from some damage to equipment due to inexperi-

ence5 the intervention proved an unimportant interlude. It did, how-

ever, tend to substantiate the charge that the company had been over-

staffed among its higher executives and that some of these were not

particularly competent. The fact is that when the company resumed

control, 28 of the 67 suspended personnel were not replaced.

President Mendieta, upon assuming office on January 18, was im-

mediately confronted with this problem, for the men struck in protest

against his assuming office. Service, however, was restored a few hours

after the new administration had assured the workers that their rights

would be protected.

President Mendieta promptly appointed a commission to study the

conflict between the Cuban Electric Company and its workers and

try to reconcile the divergent interests. The commission and company
officials drew up a new reply to the eleven demands, in which the

company yielded much of what it had previously refused. After four

and a half days' study, the commission issued a report on January 3i.
9

Nevertheless, the workers again struck in protest against the action

of the Mendieta government in turning the company back to its

owners. It was this situation which chiefly led to the promulgation on

February 6 of Decree-Law No. 3, discussed in Chapter IX. The

majority of the strikers, however, did not return to work, although a

small number kept the system functioning with the aid of soldiers

under the direction of the restored executives. An appeal from the

management pointing out that the company had agreed to yield the

eleven additional demands and appealing to the men's patriotism and

civic duty, brought back the majority on February 9, although the

strike in theory continued under the direction of its leaders. On Feb-

ruary 12 the secretary-general of the union declared the strike ended.

Meanwhile, with the cooperation of officials in the Ministry of Labor,
discussions as to settlement proceeded, and on May 31 a final agree-

ment was drawn up between the company and the union which set

The report is highly critical of the company's industrial relations. Some of the adverse
criticism does not check with the facts, doubtless because of the stress and speed under which
the commissioners worked. On January 21 President Mendieta had appointed a new com-
mission which signed an agreement with the company providing far a 30 per cent reduction
in rates in comparison with the 45 per cent directed by Dr. Grau. The company also waived
claims for damages. The President, however, did not put this recommendation into effect.
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down their relations in definitive form. Since that time there has

been peace and harmony in the company.
The contract of May 31 established various precedents in Cuban

industrial relations and was of considerable historic importance. In

it the company recognized the union "morally and legally/' and

agreed to deal with it on all problems connected with general per-

sonnel. The union was to be consulted in matters of hiring and firing.

Each employee or laborer discharged was to be paid one month's

salary for each year or fraction of year of active service. A working
week of 39 hours for office personnel and 45 hours for laborers was

established, both on the basis of 48 hours' pay. The company agreed
to grant fifteen days' annual vacation with pay to all employees and
laborers who have been on the payroll one year. Sick leave was also

guaranteed for all illnesses not covered by the Industrial Compensation
Act, full pay to be paid for the first month, and half pay for the second

month.

The company further agreed to reconsider contracts for the sale

of electrical and gas equipment to its employees and laborers and, if

requested, to cancel these contracts on the basis of a 50 per cent pay-
ment. It also consented to cancel and return the value of preferred
stock purchased by its personnel. It was stipulated that the personnel
and their superiors should mutually accord each other respectful treat-

ment. Physically satisfactory working conditions were promised to all

workers and employees.
The labor troubles in the company were in a considerable measure

due to the shortcomings of the company officials, who in the early

days of the conflict refused even to meet with the representatives of

the union. It is just to record, however, that once a settlement had

been agreed on in February, the company, following some highly

needed changes of executives in Cuba, exhibited an entirely new atti-

tude which at this writing seems to have resulted in industrial peace.

The employees certainly received more than they expected at the out-

set, and now have a working basis with the company which may be

envied by employees of many a power and light company in the

United States.

The Rate Problem

As far as the rate controversy is concerned, the company's en-

deavor to stand on legal rights based on a military decree issued in

1902, when the science of electrical transmission was still in its in-
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fancy, is in the Commission's view not entitled to serious considera-

tion. That type of Bourbonism invites revolution, and precipitated the

sweeping Grau decree of December 6. The Grau government was

called on to act, and took action. In principle and purpose its action

was justifiable and necessary. The rate reduction has already resulted

in increased consumption.
The action of the Grau government, however, taken in the midst

of a revolution, was crude and unscientific. The problem now is to

establish rates which, in the phrase long used in American utility regu-

lation, and applicable in Cuba as elsewhere, are "just and equitable."

It cannot be denied that rates in Cuba were too high before the

Grau decree. The rates themselves from 15 to 25 cents maxima, the

lack of change during thirty-one years, a period in which science had

been making enormous strides and more than tripling the production
of kilowatt hours from a pound of coal, and the company's belated

willingness, when confronted by necessity, to make a 20 per cent rate

reduction, are sufficient even without the evidence afforded by more

detailed available data to state unqualifiedly that rates had long been

excessive in Cuba.

To understand the issues concerning the future, a few facts as to

present and special conditions in Cuba are desirable. It should be

clearly understood that nothing is quite so misleading as a superficial

analogy and comparison of rates. Rate comparisons between American
cities and towns are useful only if coupled with comparison of pro-

duction, transmission and distribution costs. Conditions in Cuba are

different from those in the United States. With the lower average

consumption which, as has been said, is partly the cause and partly
the effect of high rates, but which is even more the result of economic
and social factors peculiar to Cuba, rates will inevitably appear high
when contrasted with regions of greater density of population and

greater diversity in the use of electric current. The greatest desideratum

of a power company is a favorable "load factor," which may roughly
be defined as the closest approach possible to maximum utilization of

the existing plant capacity, 24 hours a day, 365 days a year. Power,
unlike other commodities, cannot be stored. A power plant which

approaches its maximum capacity for but a small fraction of the time

and is far from it most of the time, has a poor load factor and the

production of its electricity costs more in consequence. The load factor

in Cuba is poor in comparison with the United States, because of the

relative lack of industries which use power at off hours, and because
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o the relatively brief seasonal use of power by sugar mills and for

irrigation. The consequence is that electric current is used in Cuba

preponderantly for lighting, and that the company's load curves bear
a resemblance to the load curves of a decade or two ago in the United
States and of the earlier days of the electrical industry when it was

primarily a light rather than a light and power industry. With an
installed capacity of 129,464 KW, the Cuban Electric Company now
rarely attains a maximum peak of half that production. Excess plant

capacity is no doubt due to the earlier optimism of the company
sponsors, but that is a condition which must now be reckoned with.

Even assuming half that installed capacity, which for the present
would be adequate for such small part of the Cuban population as

is connected, the load factor is unfavorable. In a typical day of 1933-

1934, the maximum of from 40,000 to 50,000 KW was attained only
for the hour between 7:00 and 8:00 o'clock at night, the hour of

maximum illumination, and the curve falls sharply on both sides,

attaining less than half of that for 19 out of 24 hours. (See graphs,

pp. 4I4-4I5-)
The depression which caused havoc to the economic life of the

whole world, but far less to the electric utilities in the United States

than to industry in general, bore heavily on the electric industry in

Cuba. In the banner year 1930, dividends were paid on the common

stock, but these were suspended in 1931. In that year a partial pay-

ment only was made on the second preferred stock; in 1932 payment
on the second preferred stock was completely suspended and in 1933

approximately only a 50 per cent payment was made on the first

preferred stock. The rate reductions came at the very end of that

year, together with the increased labor costs in 1934, placing the com-

pany in a situation where payment on its bond interest is distinctly in

jeopardy.
This financial situation has a vital bearing, not merely on the

owners of the securities, not a few of whom are Cuban, but on the

whole Cuban people, who will be affected adversely by failure to

develop and distribute the company's electric power adequately. De-

spite the considerable investment already made in Cuba and the

present excess capacity, the power system is far from complete, many

projected transmission lines are not built, and much of the existing

equipment is no longer modern and therefore productive of higher

costs than should be necessary in the year 1934. The latest equipment

in the company's main Tallapiedra plant in Havana, with an in-
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stalled capacity of 75,000 KW, is of ipsz.
10 '11 An evidence of the

direct cost of existing conditions to the Cuban people was the raising

of rates in 118 small communities by Decree No. 2974 ^ March 14,

1934^ which restored in a large measure, though not fully, the high
rates which had been the cause of so much protest. It is obvious that

new capital to extend transmission lines and to keep modernizing the

generating plants will not be forthcoming, with the failure of capital

in Cuba to yield a return. Given the existing power equipment and

the special conditions in Cuba it is the Commission's opinion that,

from a technical and engineering point of view, the company's per-

formance is good although, with the poor load factor, costs of produc-

tion are necessarily high. The arguments advanced by the commission

COMPARISON OF LOAD CURVES FOR THE WEEK ENDING
APRIL 28, 1934

of

Compafiia Cubana de Electricidad

with

The Montana Power Company, and the Texas Power and Light Company

COMPANIA CUBANA DE ELECTRICIDAD
SUN. MON. TUBS. WEDNES. TSURS. FRI. SAT.

A.M. P.M. A.M. P.M. A.M. P.M. A.M. P.M. A.M. P.M. A.M. P.M. A.M. P.M.

i0"11 It has two 25,000 KW Westinghouse turbo-generators installed in 1923 and two of
12,000 KW installed in 1914. There is no pulverizing equipment for coal. To install one
would cost around $20,000 per boiler and there are 14 boilers.
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of Cuban engineers, which formed the basis for the rescinding of the

general rate reductions for the smaller plants and the raising of their

rates by Decree No. 150 of April 17, 1934, apply to a very considerable

portion of the Cuban Electric Company's system where the use of

current is residential and commercial only, and where the municipali-

ties do not pay their electric bills. Whatever may have been the wis-

dom or lack of wisdom of this increase, it is scarcely possible to

justify the discrimination against the larger company, certainly in such

of the towns where conditions are identical with those which Decree

No. 2974 sought to relieve.

One other important factor in the Cuban situation renders it

unique the failure of the government and of the majority of the

municipalities to pay their bills for their very considerable purchases
of current for light and power. In 1933 their kilowatt consumption
was 18.8 per cent of the company's total sale an enormous item.

These bills without interest now total close to $8,000,000.

Although these bills are continuously mounting,
12

neither the gov-
ernment nor the municipalities entertain any suggestion of cancelling

this indebtedness by release from tax payments a just and logical

solution.
13

All of these considerations indicate that the Cuban government
has not yet worked out a mutually satisfactory method of regulating

public utilities. A second utility the telephone will now be dis-

cussed.

, 2. The Telephone Situation

The Cuban Telephone Company, a Delaware corporation, was
established by virtue of a concession granted by a decree of President

Jose Miguel Gomez, dated September 9, 1909, following enabling

legislation by the Cuban Congress. Before that time telephone service

had been only local, and not efficient. The new company agreed to

establish island-wide service which was to include and connect 94
cities and towns, and to complete the installation within three years.

i2 Payment for current service has recently been made by the municipality of Havana.
18 The company pays a variety of taxes. There is a \Vz per cent gross sales tax, a 10 per

cent profits tax, 4 per cent tax on interest payments, various land taxes, property taxes,

municipal taxes, licenses for offices, meter taxes, money transfer taxes, etc. These for the last

six years in, Cuba have been as follows: 1928, $489,096.90; 1929, $854,721.19; 1930,
$810,334*83; 1931, $7Q9>789-97; i93*> $470.081.82; 1933, $396,904,42- a total of $3*730,929.13
for the six years. Port taxes, import duties, taxes on insurance premiums, luxury taxes on
merchandise, automobile taxes, stamp taxes, etc., add over a million dollars to the above
total during that period.
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While securing no legal monopoly, the company gradually acquired
by purchase previously existing obsolete properties and equipment and

proceeded to install through Cuba an effective network of wire com-
munication. Before long the system was extended beyond the require-
ments of the concession so that virtually every town and hamlet a

total of nearly 400 was served. There are today some 163 exchanges
divided by provinces as follows: Pinar del Rio 6, Havana 15, Matanzas

30, Santa Clara 53, Camagiiey 26, Oriente 33.
Local rates have not varied materially since they were fixed by

the concession. They were set at $4 monthly for individual residential

service in cities of fewer than 50,000 inhabitants, and $6 monthly for

stores, offices or business houses. In cities of over 50,000 population, the

residential rate was fixed at $5 monthly, $7 for professional tele-

phones, $8.50 for stores and business houses, $10 monthly for hotels,

cafes, casinos, clubs, theatres, and railroad stations, where the public
had access to the telephones. All local service was unlimited, both in

the number of calls and in the duration of the connection. Long dis-

tance service was fixed at one cent per kilometer for distances outside

of the local zone up to 250 kilometers, and at three-fourths of a cent

per kilometer for distances greater than 250 kilometers.

The company agreed to pay 4 per cent plus the usual property

taxes of its gross revenues into the national treasury. It agreed further

to supply telephones to the government free of charge, to the number

of 2 per cent of the subscribers in each exchange, and to collect from

the government only 50 per cent of the toll rates incurred.

The evidence seems to be conclusive that the Cuban Telephone

Company, in accordance with another provision of the concession con-

tract, kept its equipment fully modernized, and rendered efficient

service, practically on a par with that in the United States.

Telephone Rates

It is a peculiarity of local telephone service that both its value to

the consumer and its cost to the enterprise increase with the number

of users. The number of telephones had increased, before the economic

crisis in the last two years of the Machado administration, to nearly

70,000 subscribers. A comparison with the rates prevailing in the

United States at that time indicates that the local charges in Cuba

were low. Particularly was this the case in Havana, the region of
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greatest traffic, where the zone for local calls has been substantially

expanded in keeping with the growth of the metropolis/
4

Toll rates have been substantially reduced from those which the

company was privileged by its concession to charge. The rate from

Havana to the most distant point on the island, Baracoa, is $4.50 for

a station-to-station call and $5.65 for a person-to-person call, in com-

parison with $7.17 which might have been charged under the conces-

sion. The other toll rates have been correspondingly reduced,

approximately one-third to one-half for a station-to-station call, one-

quarter to one-third for a person-to-person call. Nevertheless, these

rates are still considerably higher than toll rates in the United States,

particularly so since the Cuban Telephone Company offers no re-

duced evening and night rates as do the American Telephone and

Telegraph Company and its subsidiaries.
15

Both of these comparisons that favorable to Cuban local rates

and unfavorable to Cuban toll rates cannot establish an absolute

criterion showing the relative moderateness or excessiveness to the

respective charges. The former rates, apparently favorable to the Cuban

public, must be checked against the somewhat lower standards and
cost of living in Cuba and its lower wages. The apparently higher
toll rates must be measured also against the relatively slight use of toll

service in Cuba and certain peculiarities incident to the cost of main-

tenance in Cuba resulting from hurricane damage. Such protest as

there has been against telephone rates in Cuba has not been directed

at toll rates. Nevertheless, the latter appear high.
The Cuban Telephone Company was also a pioneer in the field

of radio broadcasting in Cuba. It set up the first broadcasting station

in Cuba in 1922, and established the Radio Corporation of Cuba under
a concession granted by presidential decree of January 12, 1929. The

14 In comparison with Havana, where the householder pays $5 a month, the Baltimore
basic rate is $4 monthly for 50 calls, 5 cents for the first additional 100, and 4 cents for

the next 100; thus the householder pays $6 monthly for 3 calls a day, $11,50 for 200 calls,

and $15.50 for 300 calls. In Cleveland the corresponding charges are $5, $8.50, and $11*50.
In Philadelphia they would be $5.20, $9.60, and $12.60. In Providence the costs are $4.03,

$9.97, and $14.34. Other American cities reveal a similar contrast in favor of the Cuban
rates. The business and professional rates which in Havana have a maximum of $7, $8.50,
and $10, depending on the classification, are even relatively lower than in American cities for

anything but the minimum use.
15 For instance, to make the comparison between the Havana-Baracoa call, a distance of

687 miles, and approximately corresponding distances in the United States, the cost (station-

to-station) in the United States is $2.95 (including 20 cent tax) for the period 4:30 a. mu
to 7 p. m., $2.45 (including tax) for the period 7 p. m. to 4:30 a. m> and $3.50 (including

tax) for person-to-person calls. These rates for the- first three minutes of a call prevail in the

667 to 730 mile zone, under which would fall such calls as New York to Fort Wayne,
Indiana (678 miles), New York to Jackson, Michigan (686 miles), and New York to Muncie,
Indiana (692 miles).
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terms of this concession indicate a pronounced change in the attitude

of government toward public utilities. Instead of being perpetual, the

franchise is for fifty years, at the end of which the property of the

company having to do with radio reverts to the state. The company is

obligated to transmit for the state all messages free of charge, and to

take upon itself the transmission by wireless of all messages cus-

tomarily sent over the publicly owned telegraph lines when any
alteration of the public order, catastrophe, or other unexpected cause

prevents their dispatch through the usual channels. All employees in

the radio stations must be Cubans. The government reserves the right
to suspend the service of the company or to take possession of all or

part of its stations when it deems it necessary in the event of war or

public disturbance. Rates are fixed by the Ministry of Communica-

tions, and the government reserves the right to modify the rates of

any company provided they are not fixed below those of similar enter-

prises. The Radio Corporation of Cuba agreed in its original franchise

to pay 4 per cent of its gross income into the national treasury plus the

usual property and stamp taxes. There is also a graded station tax for

it as well as for the other stations.
16 There are some 45,000 radio re-

ceiving sets in Cuba of which 80 per cent are of United States manu-

facture, the remainder having been assembled in Cuba. Radio has

had a peculiar usefulness in Cuba due to the occasional interruption of

telephone and telegraph service by hurricanes. On several such occa-

sions the facilities of the Radio Corporation of Cuba have been in-

valuable in maintaining island-wide communication until the regular

telephone service could be restored. From the financial point of view

the Radio Corporation has not been a profitable venture.

Under the financial relationship of the Cuban Telephone Company
to its parent company, the International Telephone and Telegraph

Corporation owns 140,067 or 99.04 per cent of the outstanding 141,420

shares of the Cuban Telephone Company's common stock. Of the

60,711 shares of 7 per cent cumulative preferred stock, 50,862 shares

are held by 1,244 Cubans, 5,061 by Spaniards and the remainder

scattered among other nationalities. The preponderance of the Cubans*

financial interest is worthy of note. There are also outstanding bonds

to the value of $7,015,825.

The International Telephone and Telegraph Corporation purchases

16 Only one modification had been made up to July i, 1934 since the Machado decree

o February 3, 1933 concerning radio, Decree No. 2269 of President Ram6n Giau San Martin

of October 21, 1933, enlarging somewhat the freedom of expression over the air established in

Article 10 of the previous decree.
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supplies for the Cuban Telephone Company, as it does for its sub-

sidiaries in other parts of the world, and collects from them manage-
ment and purchasing fees. The Cuban Telephone Company is also

charged with a share of the rental of the New York office. The above

items for the last fourteen years have been as follows:

Year

1920

1921

1922

1923

1924

1925

1926

1927

1928

1929

1930

I93 1

1932

*933

Management Fees

$ 55>52I -45

127,526.55

152,615.76

I70.539-58

Purchasing Fees Rent of New Yor% Office

229,137-75

232,833.97

236,185.72

248,367.24

259,812.82

228,948.42

187,688.69

146,113.53

112,638.82

$ 44,400.29

84,106.85

55,216.78

68,320.44

126,466.63

103,216.48

112,040.50

87,505.90

66,030.55

81,866.86

28,065.74

10,784.52

2,491.56

3>*55-63

12,000

9,000

16,500

24,000

24,000

24,000

24,000

24,000

24,000

24,000

24,000

24,000
12,000

The parent company's charges appear reasonable when compared with

prevailing holding company practices for corresponding years in the

public utility and other fields. The percentage of gross income

charged for these management services has been under 4.5 per cent,

varying from 4.42 per cent in the most remunerative year, 1929, to

4.28 per cent in 1933.

In the profitable years 1925 to 1931 in the latter year the common
stock dividend was paid out of surplus from preceding years the

common stock paid $8 a share. These payments were suspended in

1932. While the company was prosperous until two years ago, such

returns as it received until the present crisis would seem to be an

equitable return for an excellent telephone service.

The principal incident which aroused the public against the Cuban

Telephone Company before the fall of Machado followed the installa-

tion in 1931 of public pay stations for local calls. It had been customary
in Cuba for telephones installed in stores, especially in drug stores,

corner groceries, wine shops and caf s, to be freely used by the public
without charge. The company made some inquiry before beginning
the installation of pay stations, which led to the belief that the majority
of the owners of these phones would prefer to have the public charged
inasmuch as approximately 10 per cent o the money deposited went
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to the subscriber.17 Apart from this the company officials believed that

the excessive free use of these private phones by the public was clog-

ging the service and was an undue financial burden. Many Cubans,
however, felt aggrieved at being obliged to pay for a service which

they had hitherto always enjoyed gratis. Considering that the free use

of such phones was an established custom, it is probable that the com-

pany erred in not preparing the public by adequate publicity for what
was a natural development.

Wages paid by the company, while not high, have been at least

on a par with corresponding wages in other industries, and the com-

pany followed the policy, until the depression became aggravated in

I935 f consistently raising the wages of its regular employees in

relation to their length of service. On the other hand, it had not been

customary to pay workers for overtime, which was required chiefly

in emergencies such as the repair of hurricane damage.
The company frequently waived its own rules in the matter of

pay deductions for its employees during sickness. On the other hand,

regular vacations with pay were not accorded to the rank and file.

It was also customary for the company to make loans without interest

to employees who were financially embarrassed.

With the drop in income in 1930 to a point lower than it had

been since 1924 the company reduced wages 5 per cent, excepting
the lowest paid category of workers. With a further sharp decline in

revenue in 1932, there was an additional wage cut of 10 per cent for

all but the higher executives whose percentage of salary reduction was

substantially greater. In addition, the number of working days per
month was reduced for certain categories of employees, which consti-

tuted approximately another 5 per cent reduction. These reductions

compare favorably in their smallness with reductions by other indus-

tries in Cuba, with the reductions in wages of Cuban government em-

ployees, and with wage reductions in general in the United States as

the economic depression deepened. The Cuban Telephone Company
percentage of wage reduction between 1929 and 1933 was 15.63, ex-

clusive of that applied to the salaries of the three vice-presidents and

the comptroller. During the same period the number of telephone

subscribers was reduced by approximately 50 per cent, long distance

calls decreased 71.20 per cent, and the company's gross revenue shrank

from $5,883,829.15 to $2,634,253.51, or 55.23 per cent, while a profit

17 The arrangement was that the merchant paid $6 monthly and guaranteed 120 calls.

Beyond that he was entitled to retain half a cent for every nickel deposited.
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of $2,052,270.13 in the banner year 1929 shrank to a loss of $36,999.08

in 1933. The company also passed its preferred dividends in 1933.

The Telephone Stride

Organization of the employees of the Cuban Telephone Company
in a labor union termed the Sindicato de Obreros y Empleados de la

Cuban Telephone Company began early in September 1933. An
organizing group dominated by left-wing workers addressed a mani-

festo to the "comrades" in the company, which spoke in general

terms about the need of harvesting the fruits of revolution, of proceed-

ing toward the "conquest of our rights and liberties," and pointed out

that the "chain which ties the workers to the designs of capitalism is

not yet broken." The manifesto called on all the employees of the

company to join the union, concluding with the appeal, printed in

capital letters: "RIGHTS ARE NOT BEGGED; THEY ARE
SEIZED." The statutes of the union, adopted on September n, de-

clared that "the definitive victory of the proletariat over the exploiting

class can only be won by means of a class struggle based on the uni-

fication of all organized workers. . . ."

On October 29, a "general extraordinary assembly" of the workers

presented fifteen demands, including recognition, the closed shop,
classification of personnel, promotion by seniority, vacations with pay,

pay for overtime, selection of new employees from lists presented by
the union, and gave the company five days to reply. After a meeting
with xmion representatives, the company granted recognition of the

union but reserved the right to treat with employees individually. It

also declared that it would study the other demands.

The union considered this reply unsatisfactory, and virtually the

entire personnel struck at five o'clock on November 29. While the office

closed at that hour for the day, the night service was paralyzed.
On the following day a meeting took place, presided over by the

Secretary of Labor. Representatives of the management and the union
discussed the points at issue for some thirteen hours, after which the

company agreed to virtually every one of the union's demands* The
chief exception was that the company retained the right to hire, fire,

and promote, although obligating itself to give some consideration to

the wishes of the union and to notify the union of every discharge.
The union leaders, on the other hand, evidently felt that they should

gain some further advantages. It was evident, moreover, that a large
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portion of the company's personnel was not interested in the union
and did not consider itself "oppressed." The conflict, now waged
rather quietly by means of persuasion on the part of the company, and
some threats and intimidation on the part of the more active members
of the union, was directed at winning the allegiance of this greater

body of the workers. In subsequent weeks, while the company was

effecting the reorganization called for by the new arrangement such

as the shortened work week, extra pay for overtime various bulletins

were issued by the executive of the union, denouncing the company
and its officials.

On February 4 the union held a general assembly at which it

adopted the following demands, which were presented to the com-

pany on the next day:

1. An increase of 5 per cent of all salaries of every worker and

employee of the company.
2. The establishment of a minimum wage scale, increasing op-

erators' wages, for example, from $20 to $30 a month.

3. Reorganization of all the departments of the company within

ninety days on the basis of collective contracts, as well as certain

other demands.

The company was given forty-eight hours to accept these bases

from ten o'clock on the morning of February 5. Meanwhile, another

group of telephone workers declared its opposition to the proceedings
of the existing union and of the strike leaders.

On February 6, to meet some of the problems raised by strikes,

actual and threatened, President Mendieta issued Decree-Law No. 3-
18 "19

On February 7 the Cuban Telephone Company rejected the de-

mands of the strikers on the ground that the economic situation made

acceptance impossible.
The next day the union issued a bulletin denouncing the manage-

ment of the company for its "flat denial of the desire for collective

betterment which our organization seeks," rejected emphatically the

company's reference to the economic situation as justifying its policy,

criticized the company for having disconnected more than 3,000 tele-

phones through an order given December 31
20 and announced that

the union would start a strike against the Cuban Telephone Company,
not only to obtain its immediate demands but to bring about an im-

18-10 Cf. p. 202 ff.

80 These were disconnected for non-payment of bills for service.
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provement in telephone service. To achieve such improvement it de-

manded establishment of lower rates and abolition of the nickel pay
stations.

On February 9 another bulletin pursued the same form of attack,

referred to the company management as "blind, ambitious, reac-

tionary . . . deaf and indifferent to our demands, which signify at

this time the salvation of the telephone business in Cuba." It de-

clared : "We shall continue on a war footing to oppose the impairment
of our rights, to exact what we seek, and to try to save that which they

would destroy." The bulletin concluded with the injunction to fight

"for the revision of the telephone rates, for the revision of antiquated

proceedings and for the betterment of our present conditions of work.

Down with the exploitation of which our little girl comrades of the

interior are victims. Let us fight for the extermination of that caste

of conscienceless officials." At about this time it seemed apparent that

to circumvent the conditions imposed by Decree-Law No. 3 concern-

ing submission of grievances to a regular procedure, some of the

workers began a policy of "strike on the job" or "ca'-canny" (hudga
de brazos catdos).

On February 9 representatives of the union presented their griev-

ances formally to the Negociado dc Tramitad6n, Conciliaci6n y

Arbitrage of the Ministry of Labor, requesting that a commission be

appointed according to law to study the case. The Minister of Labor

went through the forms prescribed by law (Decree-Law No. 3) calling

for a meeting of the local Commission of Social Cooperation, consist-

ing of three representatives of the two groups, to take place the fol-

lowing day, February 10.

At that meeting, held in the Ministry of Labor, the company
challenged the right of the strike officials to speak on behalf of the

workers of the telephone company, questioning their failure to com-

ply with the law which requires registration of the union, urging that

the strike-on-the-job was in violation of Decree-Law No. 3 and that

the union should therefore be dissolved. The company asked for more
time to prepare a statement of its position, and it was agreed that there

would be another meeting on February 12*

In three statements presented on February 12 to the Department
of Labor, the officials of the telephone company adduced evidence of

the strike-on-the-job and discussed the demands of the union. The

company declared that it could not accept the wage demands, as it

would mean an increase of more than $104,000 a year in expenditures
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when the company was not even covering operating expenses, includ-

ing depreciation.
21

On February 13 the Ministry of Labor, through the president of

the local Commission of Social Cooperation, notified the union that

if the facts concerning the strike-on-the-job, cited by the company,
were true, this should cease immediately, and if this could not be done
the union should so advise the commission. The commission subse-

quently investigated the situation and was unable to discover any
evidences of strike-on-the-job.

On February 19 the local Commission of Social Cooperation ruled

that the union was properly constituted, accepted its plea and ordered

the Cuban Telephone Company to name three delegates who would
form part of the commission. The commission also decided that the

5 per cent increase and the minimum wages asked by the workers be

granted with certain exceptions.
The commission reached the conclusion that requests for suppres-

sion of the nickel pay stations and reduction of the rates of the Cuban

Telephone Company should not be discussed as not pertinent to the

proceedings; nevertheless, "given the lofty spirit in which these re-

quests were made," it was agreed to submit them to the President of

the Republic and to the Secretary of Labor for their information.

These decisions were rendered by the commission, consisting of

the president appointed by the Ministry of Labor, and the three repre-

sentatives of the union. No representatives of the company were

present. At a meeting the next day, February 20, the representatives

of the company, who were now present, entered notice of appeal to

the national Commission of Social Cooperation, as provided in De-

cree-Law No. 3.

A bulletin of the union on February 21 hailed the decision of the

commission as a victory, declaring that the resolution had been

favorable to the union in all the points and denouncing the company
for appealing to the higher tribunal instead of recognizing and faith-

fully obeying the just finding. In a bulletin issued on February 27 the

21 The total number of telephones in the Republic on December 31) 1933 following the

years of depression was 32,308. Of these 2,514 were gratis chiefly federal government phones,
whose number with the diminution of paying subscribers had come greatly to exceed the

2 per cent provided in the concession company telephones, police, fire department and

municipality phones. As for the collective contracts, the company was studying a plan for

such contracts and for the fixing of a classification setting forth the rights, duties and
salaries of the workers and their promotions, but said that it would require at least a month to

prepare and present this contract for the consideration of the Secretary of Labor. Finally, the

company protested the shortness of time granted to prepare its side of the case* At the same

meeting the representatives of the union presented a request that the Commission of Social

Cooperation investigate certain details concerning the general administration of the company.
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"comrades" were urged to "be very alert and to close ranks, in order

when the moment arises to give the coup de grace to the imperialist

and insatiable octopus, the Cuban Telephone Company," and the com-

pany was attacked for using lawyers to appeal and for calling on the

United States Embassy "for protection against the just repulse of a

whole people."
The following day, February 28, the strike committee of the union

issued an appeal to the telephone company subscribers and to the

public in general, which said in part:

"For more than thirty years the people of Cuba have been suffering the

exploitation to which the Cuban Telephone Company holds them in submission.

With the complicity of corrupt politicians, with the assistance of venal rulers,

with the machinations of Ferrara, and the bloody dictatorship of Machado, this

enterprise seeks to maintain the highest possible rates . . , This career of glut-

tony on a grand scale culminated with the height of incompetence and ambition,
the nickel pay station of Cuba. Up to this moment the employees and workers

of the Cuban Telephone Company were restricted in their protests by the dicta-

torship of Machado and with every protest they were threatened with discharge
or reprisals.

"As soon as the Union of workers and employees of the telephone company
could be properly organized, there palpitated in all telephone workers the eager-
ness to secure a revision of existing rates, not only in justice to the public so

cruelly exploited by the imperialist octopus of the telephone company, but to

arrive also at a betterment of the conditions of the telephone worker. We are

working stubbornly for the abolition of the hated nickel pay stations, which
render unnecessary the private house telephone, for the revision of rates all over

the island, in order that the telephone may be placed in reach of the masses, and
for better treatment of all the subscribers. The company . . . fiercely resists this

plea, but we have decided in this fight to secure triumph at all costs."

The manifesto ended with a plea for a united front of subscribers

and telephone workers.

On March 2 the "Cell of the Youth League and Communist

Party of the Cuban Telephone Company*' issued an appeal "To the

Workers and Employees of the Cuban Telephone Company and to

the workers in general," saying in part: "Only a few days hence we
shall celebrate on the iSth of March, the 63rd anniversary of the Paris

Commune . . this cell is issuing a call to the comrades of the tele-

phone company . . ." calling for the class struggle, the abrogation of

the government's "fascist laws such as Decree-Law No. 3 and others,*'

On March 5 a four-page flyer, El Timbrazo, organ of the afore-men-

tioned cell, with a headline, "END THE TRUCE! ON WITH THE
STRIKE!" denounced the telephone company, imperialism and the
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Mendieta government. To meet the situation, the government on
March 5 issued Decree-Law No. 51 "for the defense of the Republic."

22

At five o'clock of the afternoon of March 8, following the pro-
cedure established in Decree-Law No. 3, representatives of the com-

pany and the union were to meet before the national Commission of

Social Cooperation to discuss the company's appeal from the finding
of the local commission. At n o'clock in the morning of that day,

however, virtually all the employees of the Cuban Telephone Com-

pany struck. Before the walk-out, extensive sabotage was performed
in the central stations and outside. Motors were perforated and ruined,

cables cut. The damage done was estimated by the company at $100,-

ooo.
23

Service was entirely suspended for a few hours. For over

two-thirds of the employees the strike lasted only a short time; with

soldiers guarding the exchanges, the majority of the workers returned

within twenty-four hours.

The following day, March 9, President Mendieta issued Decree-

Law No. 63 which declared that all collective contracts and agreements
between workers and employers were void when there was a violation

of the conditions regulating the method of striking as provided in

Decree-Law No. 3 of February 6. This apparently was equivalent to

an order for the dissolution of the Union of Workers and Employees
of the Cuban Telephone Company and abrogation of existing agree-

ments between the union and the company.
On March 13, before the newly constituted Tribunal of National

Defense, representatives of the telephone company formally asked for

the dissolution of the union, pointing out that the numerous acts of

sabotage were a violation of Decree-Law No. 63 of March 9, as well as

of Decree-Law No. 3, and Decree-Law No. 51 of March 6. Accom-

panying this petition was a list of the extensive damage done by

sabotage.

Thereafter until September i, telephone service throughout Cuba

continued to be practically paralyzed. During five weeks long-distance

calls were totally suspended, except for three calls, and for the re-

maining eleven weeks such calls were only 12.86 per cent of those for

the 62 weeks preceding the strike. Despite the return of the majority of

the workers to the telephone company, sabotage on an extensive scale

continued, a manhole in Havana filled with telephone cables was

22 Cf. p. 303.
aft RCCWSQ No. 28 of Supreme Court, May 22, 1934
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dynamited, cables and wires were cut over a wide area; in the country

poles were uprooted, and no sooner was the damage repaired than

sabotage again took place.

On March 14 the strike committee issued a proclamation attacking

"powerful Yankee enterprise" and prophesying victory for the strikers,

saying: "Already the Imperialist Octopus, the Cuban Telephone Com-

pany, which sends millions to the International Telephone and Tele-

graph Company and pays wages of hunger to its workers, is feeling

the power of our strength and its powerful tentacles are waving des-

perately." Denouncing the orders given by the government to detain

"our comrades," the manifesto called for "answering force with force

and action with more action."

In the ensuing weeks violence increased, houses of telephone
workers who returned to work were dynamited, a number of the

workers were assaulted and cruelly beaten, and one of the sub-ex-

changes in the district of La Vibora (Havana) was fired upon on

March 15.

On March 15 President Mendieta issued another decree, which de-

clared that no members of the directing committees of unions dis-

solved because of their violations of Decree-Laws No. 3 and 51 could

hold similar office or be elected as delegates of new unions formed to

take the place of the old. This prohibition was to be effective for two

years. The decree further provided that the conditions of work exist-

ing before the promulgation of Decree-Law No. 63 on March 9 should

continue unchanged, and that employers must accept all workers who
ceased striking and presented themselves for work within twenty-four
hours of the promulgation of that decree.

Pursuant to these decrees dealing with the organization of labor

unions, strikes, and safety of the Republic, a magistrate of the National

Tribunal of Defense of Havana wrote to the Secretary of Labor, ask-

ing him to inform the tribunal of the names of the persons who since

March 6 had constituted the governing board (directive) of the Union
of Workers and Employees of the Cuban Telephone Company and
also whether because of violation of Decree-Law No. 51 this union had
been dissolved* Under date of March 27 the Secretary of Labor replied

that, after examination of the register of labor organizations in his

ministry, there appeared neither a registration nor a demand for regis-

tration of any organization belonging to the Cuban Telephone Com-
pany, and that, therefore, the names of the persons who constituted
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the union's governing board were unknown.24 In consequence, con-

tinued the Secretary of Labor, his ministry had not given out any
order dissolving said union.

On April 3 several of the striking employees charged with sabotage
and destruction of property were remanded to jail for trial.

At about this time a considerable group of employees within the

company, not sympathetic with the strikers, decided to form a union
the "Union of the Personnel of the Cuban Telephone Company"

and went through the necessary procedure at the Ministry of Labor.

The new union was apparently not a "company union/' in the sense

that it was originated, stimulated and furthered by the management.
The motivation of the new organization was not only lack of sym-

pathy with the tactics of the strike but the feeling that alleged griev-

ances were largely unfounded. This cleavage between the two groups
of employees was further deepened by acts of violence against those

who returned to work and against their families.

At the same time the first union (the Union of Workers and Em-

ployees of the Cuban Telephone Company) belatedly decided to regis-

ter with the Ministry of Labor. Although certain governmental au-

thorities had already declared that this union was destined to be

dissolved for violating the labor code and Decree-Law 3 by not giving
the Ministry of Labor eight days' notice of a strike, and Decree-

Law No. 51 by committing acts of violence and threats, no such

dissolution took place. The pleas of the company officials for enforce-

ment of the existing laws were ignored. The strikers arrested for acts

of sabotage were freed by the courts. The destruction of telephone

company property continued, prolonging the virtual paralysis of long-

distance service from Havana and greatly impairing the local service.

By July i the physical damage was estimated as in excess of $250,000.

On April 17 another Decree-Law, No. 145, provided a general

amnesty for all crimes and misdemeanors committed up to that date

in violation of Decree-Laws No. 3 and 51.

Political considerations undoubtedly played an important part in

the vacillating attitude of the government. Cabinet officials changed

frequently and, although the government was theoretically the same,

these changes of personnel go far to explain the lack of any consistent

or vigorous course on the part of the government. It is significant,

24 The union apparently had not conformed with the provisions of the labor law, Decree

3605 of November 7, 1933, which requires that all labor organizations must register, giving

the names of their officials, etc., at the Ministry of Labor.
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however, that at this time and throughout the strike every group
affected company officials, strikers, employees at work who declared

they had no grievance against the company was thoroughly dis-

satisfied with the action and attitude of the government and declared

it to be partial to "the other side." The government, in short, suc-

ceeded in pleasing no one.

On April 18 a new Secretary of Labor, after a long and highly

legalistic prefatory discussion of the various steps in the controversy,

ordered the Cuban Telephone Company to take back all employees
who had been on its payrolls on the preceding February 20. He
further ordered that those who did not return to work within 72 hours

would be considered as having left the company's employ voluntarily.

The Secretary also ruled that the union would "lack juridical per-

sonality" until it had duly registered in the Ministry of Labor. This

was in effect a nullification of three preceding presidential decrees

which implicitly provided dissolution of the union, as well as of the

existing labor code.

The company, pending appeal to the courts against what it deemed
an arbitrary act by the Secretary of Labor in violation of the govern-
ment's own laws and decrees, nevertheless obeyed the order by notify-

ing the striking workers to return. These notices were published in the

form of advertisements in the daily press.

At this time approximately 285 former employees were still on

strike. Some 600 had returned to work immediately after the strike

of March 8, some 85 more subsequently, and 199 other posts had been

filled. The company protested that it had no places for some of those

who had remained out on strike, since their places had been filled;

that it owed an obligation to the new workers who had risked assault

and injury; and, finally, that there were certain strikers who had
committed acts of violence before they had actually left the com-

pany's employ, who could not be trusted and taken back under any
circumstances. Thenceforth the issue between government and com-

pany, as well as between government and employees working in the

telephone company, revolved around the question of re-employing
strikers accused of sabotage. The company, in the course of these dis-

cussions, reduced the number of strikers whom it declined to take

back to 90. The strikers, on the other hand, refused to come back
unless all were engaged.

The company's appeal to the Supreme Court asking for an injunc-
tion against the ruling of the Secretary of Labor ordering the com-
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pany to re-employ all the strikers was sustained temporarily by a vote

of nine judges to six. There seems to have been some evidence that

the then Secretary of Justice attempted to bring pressure on the

judiciary because of its finding in behalf of the company. While the

final decision of the Supreme Court was pending, the President on

June i issued a decree establishing a "provisional intervention" in the

affairs of the company, giving as the reason that "the government has

exhausted all the persuasive and conciliatory means for resolving said

conflict." The interventor, while granted the power under the decree

to settle the controversy, apparently did not see fit at that time to

exercise any functions other than persuading the company to re-

employ all the strikers. By this time the orginal demands of the

strikers had been abandoned, and the issue was solely that the strikers

wanted to get their jobs back, while the company wanted to exclude

some 90 strikers. Meanwhile, on June 17 the company had signed an

agreement regarding conditions of work with the "Union of the

Personnel of the Cuban Telephone Company" which claimed to

represent "the united front of the employees who were at work, of

whom 700 were of the old employees." This agreement contained

an invitation to the strikers to return and apply for readmission. It

stated that they would be admitted "provided their places had not

been filled, assuming that there was no opposition to them on the

part of the company or the union." This last clause served, presum-

ably, to exclude the 90 deemed to have committed acts of sabotage

or of violence against the other employees.

On June 30 the Supreme Court voided the suspension which it

had previously granted of the Secretary of Labor's order of April 18,

overruling the company's plea that this order was unconstitutional,

On July 24 President Mendieta issue Decree No. 1902 ordering the

definitive intervention by the government in the affairs of the Cuban

Telephone Company. The interventor> who had been functioning in

that capacity, but in a purely advisory manner, took possession for-

mally on August 8. The company, reserving all its legal rights, made

formal protest in a communication to the President dated August 7.

On the same night over 800 employees of the telephone company met

and passed -resolutions against re-admitting any of the strikers.

The government held possession of the telephone company until

October i. It then returned the telephone company to its owner$ who

accepted the following conditions: The company would reinstate those

workers who were on its payroll on February 20, with the exception
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of 49 men. Employees who had been on strike since February 20 were

to receive wages corresponding to the period from July 24, 1934 to

September 28, 1934. Moreover the 49 employees not reinstated were

to receive three months' pay. The company at the same time waived

any claim against the government.
25 As a result of this agreement, the

company not only took back most of the strikers, but retained the new
workers it had engaged since the strike. The following day, an attempt
to launch a general strike in behalf of these 49 workers was met by the

government with a suspension of constitutional guarantees in the

Provinces of Havana and Oriente. Subsequently the forty-nine strikers

agreed to accept the cash payment offered in the agreement.
With full recognition of the inevitable psychological factors fol-

lowing the seven years of Machado's tyranny, and the great difficulty

of conciliating the conflicting aims and passions which ensued, the

Commission cannot escape the conclusion that the indecision and

vacillation of the Mendieta administration was largely responsible for

the prolongation of the strike and the consequent serious injury to

Cuba's economic fabric. The episode cannot fairly be viewed as a

strike based on the just grievances of the employees of the Cuban

Telephone Company, but rather as the pernicious activity of a small

group, a distinct minority, seeking by force and violence to impose
its will on the overwhelming majority of their fellow employees, the

public, the company and the government itself. While the company
yielded much to satisfy the demands of its employees and the govern-

ment, a nucleus of strikers coolly defied existing law and order, and
the government, after repeatedly passing decrees to meet the situation,

failed as repeatedly to enforce them. Granted that the well-intentioned

Mendieta administration did not desire to repeat the repressive meas-

ures of Machado, it refused to face squarely the issue that a small

group of terrorists had defied authority.

Such is the history of the telephone strike. It vividly illustrates the

defect of anti-strike legislation, analyzed in Chapter IX; on the other

hand, it shows the damage which can be done to both capital and
labor by a strike conducted in a highly emotional atmosphere.

3. The Railways

A third public utility of probably greater importance in Cuba than

either the telephone or electric power is represented by the railways.

Despite its relatively small area, Cuba is covered by a network of public
25 Decree-Law No. 529, Gaccta Qficial, September 29, 1934.
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and private railways. The latter are maintained by sugar companies for

the purpose of hauling cane to the central from the field, and are

not open to the public. Both types of roads are subject to the pro-
visions of the Railroad Law of 1902, which established a Railroad

Commission.

The public service railways are dominated by two main systems
the Consolidated Railroads of Cuba which control rail transport in

the eastern provinces^ and the United Railways,
26 which control trans-

port in the west. The latter company represents a consolidation of vari-

ous lines, including the Havana-Giiines line built originally by the

Junta de Famenta in i837.
27 The Consolidated Railroads of Cuba is a

holding company which acquired the ownership of the Cuba Railroad

Company, the Cuban Northern Railways Company and the Camagiiey
and Nuevitas Railway Company, following the enactment of the

Tarafa Act in 1923. While it is dominated by American capital, the

United Railways is British.
28 In a number of cases the Cuban govern-

ment has subsidized railroad construction. Thus in a contract of May
25, 1909 it agreed to pay the Cuba Railroad $5,000 per kilometer to

construct a branch line through southern Camagiiey; and later agreed
to pay a similar subsidy of $12,000 a kilometer to the Cuban Northern

Railways.
The railroad mileage in Cuba is shown by the following table:

Totals . . . 114,524 3,962,344 4,887 9,094 13,981 12.20 352
*
Estadisticas, 1932, p. i .

26 The full name is United Railways of the Havana and Regla "Warehouses, Ltd.
27 For a history of the various railways, c. W. Rodney Long, Railways of Central America

and the West Indies (Trade Promotion Series, No. 5, Department of Commerce, Washington,

1025), pp. i57rT.
28 The Cuba Railroad Company was established in 1902; the Cuban Northern Railways,

the president of which was Colonel Tarafa, was established during the World War to construct

a line along the northern coast of Santa Clara Province including Port Tarafa, on the^north
coast of Camagiiey. This is probably the most important port in Cuba from the point of

view of handling and storing sugar.
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The five leading railroads, as far as mileage is concerned, are:

United Railways
Cuba Railroad Company
Cuban Northern Railways
Guantanamo Western

Hershey Cuban Railroad .

2,248 kilometers

1,277

465
148

132

There can be no doubt that, if it had not been for the railroads,

Cuba's economic development during the past 30 years would not

have taken place, at least to such an extent. For a time the railways

profited by this development. Between 1914 and 1918, for example,
the operating expenses of the United Railways constituted only from

52.73 to 58.86 per cent of its receipts. Between 1922 and 1925 this ratio

for both the United and the Cuba Railroad ranged between 60 and

70 per cent. To a large extent the prosperity of the railways was a

reflection of the growth of the sugar industry. The roads have a

capacity to transport a crop of 6,000,000 tons, and sugar has provided
about 81 per cent of the total rail revenues.

29

The decline of sugar exports, the growth of the general depression
and increasing competition from the highways have brought evil days
to the railroads during recent years. In 1932-1933 the operating ex-

penses of the United Railways constituted 110.15 per cent of their

gross revenues, and 87.85 per cent in the case of the Consolidated

Railroads of Cuba. The situation for all the public railroads as re-

ported by the National Commission of Statistics is as follows: 80

Fuel Consumption

29 Between 1919-1920 and 1932-1933 the Consolidated Railroads paid a total of $4,627,587
in. taxes to the Cuban government, the highest figure being $494,343 in 1924-1925, and the
lowest being $47,867 in 1920-1921. In 1932-1933 the amount was $200,353. The railways
are not allowed to deduct from their taxes sums owed them by the government. The Cuba
Railroad has claims against the government amounting to $4,534,100. About half of this

sum is for unpaid subsidies for transporting the mails; and more than $2,000,000 is for

damages done to the railway during the revolution of 1917, Both the Cuban Northern and
the Hershey Cuban also have large bills against the government,

80 For the three years, 1931, 1932, 1933, the United Railways of Havana show a loss

in operation, increasing from $158,723 to $656,362. Including all its operations, the Con-
solidated Railroads showed a loss of $2,559,811 in 1931-1932, which increased to $4,604*631;
in 1932-1933-
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Neither of the leading railroad systems is paying dividends either

on its common or preferred stock. The Consolidated suspended
such payments in January 1932. The United Railways was obliged in

June 1930 to make an arrangement with its bondholders postponing
full interest payments on the bonds.31 Before discussing possible
remedies of the situation which confronts the railroads with bank-

ruptcy, we shall mention two threats to them the first coming from
the so-called sub-ports, and the second from motor vehicles.

The Sub-Ports

Cuba today has twenty-six public ports which are open to com-
merce generally. It also has sixteen "sub-ports" which are the private

property of the commercial interests which constructed them, al-

though they come under the jurisdiction of the neighboring public

port and of its government customs agent who collects the regular
duties. By linking up their private railways to these sub-ports, many
sugar companies save a large part of the transport charges which
would be imposed if they shipped out sugar via the public railroads

and public ports located at a greater distance or involving larger

freight or handling costs.

Many Cubans have severely criticized these sub-ports maintained

by sugar companies. It is contended that workers are paid smaller

wages in sub-ports than in public ports and that the sub-ports, which
are tributary to the company stores maintained by large sugar cen-

trales, constitute centers of smuggling. The difficulty with these criti-

cisms, which may or may not be well-founded, is that they ignore the

fact that the existence of many sugar centrales may depend on freight

charges, and that thousands of Cubans dependent on such centrales

may suffer if the Tarafa Act should result in closing down a number

of mills.
82 Cuban opinion does not seem adequately to realize, more-

over, that the criticisms levied against the sub-ports may be utilized

by one group of foreign capitalists to secure an unfair advantage over

another group. The solution of the sub-port problem lies in their closer

supervision by the government.
Criticisms against the sub-ports were, in fact, utilized in 1923 by

certain railway interests to consolidate their position at the expense of

a part of the sugar industry* In that year important sugar mills in

Camagiiey Province planned to open sub-ports which would have

31 Preferred dividends having been passed in January of that year.
82 C. p. 301.
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taken away sugar traffic from the Cuban Northern Railways and Port

Tarafa, which had recently been completed. As a result of the effective

lobbying of Colonel Tarafa, head of the Cuban Northern Railways,

Congress enacted the famous Tarafa Law of October 9, 1923.

This law authorized the organization of a "company of national

character" to acquire ownership of three public railroad companies,

provided two of such companies were Cuban, having connecting lines

of at least 400 kilometers. By virtue of this law the consolidation of

the Cuba Railroad Company, the Cuban Northern Railways and the

Camagiiey and Nuevitas Railroad took place in the summer of 1924
under the holding company known as Consolidated Railroads of

Cuba.

In the second place the Tarafa Law made it virtually impossible

to construct new public railroads and convert existing private lines

into public carriers without the consent of the Consolidated Rail-

roads.
33

Finally, the law prohibited the establishment in future of new

private ports. It declared that only the 26 first class ports could carry

on import and export trade. The original bill would have abolished

all existing private ports but, as a result of protests, it was amended
so that as finally enacted it allows the owners of private ports to

perform through their existing private ports the same kind of

operations they performed through them during the fiscal year

1922-1923. But this right could not be transferred to any other central,

even though owned by the same company* On January 22, 1932 an
amendment to the Tarafa Law was enacted which prohibited im-

portation through the private ports of any articles except machinery
and certain other supplies for mills and mines.84

It also reinforced

the prohibition on the use of private ports by limiting it to the mills

or industries to which they had been granted.

Following the enactment of the Tarafa Law the government,
supported by the Cuban Supreme Court, declared that the Cuba Cane

Company could export through its sub-port at Palo Alto only such

sugars as were produced by mills which had in fact exported sugar

through Palo Alto in 1922-1923. The government contended that

before this date the company had used this port, as to certain o its

mills, only for the shipment of molasses, and could not now, there-

88 Such conversion could take place under the 1903 Railway Law, on compliance o the
owners with certain requirements. Cf. The "Railroad Law, Chapter XI, paragraph III, February 7,
1903.

84 Gaceta Qficial, Edici6n Extraordinaria, No. 2, January 23,
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fore, employ it for the purpose of exporting their sugar. Moreover, the

railroad commission, with the approval of the Supreme Court, re-

voked the right held by certain sugar companies for many years to

maintain crossings for their private railroads over the public service

railway lines, on the ground that the companies had violated an
easement which was confined to the transportation of cane or that

such crossings were mere permits. This revocation has caused sub-

stantial damage to sugar properties which had been developed on the

basis of such crossings.
35

Highway Competition

Although the government, by enacting the Tarafa Act, saved the

railroads from competition by new sub-ports, it began two years later

the construction of the Central Highway which now offers intense

competition to the railroads. In Cuba today there are 1,535 omnibuses,

252 other commercial vehicles and 8,802 camiones** Numerous bus

lines on the Central Highway have seriously affected the business of

the railroads. The passenger rates charged by motor vehicles on the

highway are only about a third of those charged by the railroads.

Freight rates on the highway, a type of traffic which requires higher

operating expenses than passenger service, are about half those of the

railroads. Except for the payment of license fees and taxes on gasoline,

the buses and automobiles contribute nothing to the upkeep of the

Central Highway as compared with the railroads, which are re-

sponsible for maintaining their roadbeds and amortizing their invest-

ment. Subject to little control on the part of the government, the bus

companies have engaged in rate wars and cut-throat competition,

which are prohibited, so far as the railroads are concerned, by the

rate-fixing power of the government Railway Commission. Omnibus
drivers are paid from $31 to $37 for the equivalent of a month's work,
in comparison with between $104 and $108 for railway engineers and

conductors.

Numerous critics declare that the leading railways have not really

attempted to adapt themselves to new conditions and that they have

kept rates at excessively high figures. While some of these criticisms

85 For decisions relative to the Quesada and Stewart crossings belonging to Cuba Cane,
cf, ComisicSn de ferrocarriles, Memoria sobre los ferrocarrtles en el ano de xgjjr a 1933,

(Havana, 1934)* PP 8x, 98, 212, 419.
86 There are 17,728 ordinary automobiles in Cuba, only half of which are private cars.

Including all motor vehicles, Cuba has one automobile for every 174 inhabitants, in com-

parison to one for every 5.3 persons in the United States, and one for every 266 in Mexico.

Cl Estadisticas, 1932, p. 4,
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may be true, we are not qualified to pass judgment on detailed rate-

structure, or on the question whether the investment of the companies
is over-valued. Nevertheless, it is clear that the railroads are con-

fronted with a heavy operating deficit and that unfair competition on

the part of motor traffic is a major factor contributing to this condi-

tion. On the other hand, as Chapter XIII indicates, the Cuban rail-

ways, through the Tarafa Act, are responsible for imposing an arbi-

trary and, in these times, possibly a ruinous burden, on a number of

sugar centrales. The extinction of these mills would deprive the rail-

road of much sugar traffic and thus work both against their own
interest and that of the country as a whole.

The repeal of the Tarafa. Act would undoubtedly further cripple

the revenues of the railroads, but some critics raise the question

whether the Cuban government should not allow the railroads to die.

They argue that, in view of the small size of the country, motor trans-

port would be much more economical than rail, once a highway sys-

tem is established. While Cuba is admittedly poorly adapted to cheap
rail transport, the fact remains that, except for the Central Highway,
it has very few first class roads today, and it is by no means certain

that the government will maintain the Central Highway in good re-

pair. Every government plans to extend highway construction, but the

Cuban public has no assurance that these plans will be carried out. To
allow the railroads to suspend operation before the government has

demonstrated its capacity not only to construct, but maintain, ade-

quate highways, would be to imperil the existence of Cuba's economic

system and jeopardize the success of a diversification program.
It does not follow, however, that the Tarafa Act should be retained

and that the interior sugar centrales should be sacrificed to the railway
interests. The Tarafa Act is arbitrary and unjust to certain mills. If

the sugar industry should be taxed on behalf of the railroads, that tax

should be imposed on the industry as a whole. In our opinion the most

equitable form of compromise, from the point of view of the interior

sugar centrales, the railways and the thousands of Cubans who depend
on these economic interests, would be the abolition of the present

freight rate on sugar which is based on tonnage and mileage, in favor

of a flat tonnage rate for transporting sugar from any central to port,

regardless of the mileage. This rate should be fixed at a point to yield
to the railways the same amount of revenue which they now receive

from the transport of sugar under the present rate system. Such a

change would mean that mills located near the coast would pay higher
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while those in the interior would pay lower freight charges than at

present. The change would equalize the burden on the sugar industry,
and distribute it so that it should not be oppressive to any of the

centrales. Moreover, the new public utilities commission, later pro-

posed, should have the power to open new ports under public control,
and to convert private railways into public carriers when the De-

velopment Commission or some other official agency believes that such

measures would further the work of diversification and rural recon-

struction.

While these changes would constitute, in our opinion, an equitable
settlement of a controversy which has poisoned the relations between
the railways and certain sugar mills, they would not affect the question
of highway competition. Toward this end, we favor the enactment

of legislation, sponsored by a number of Cubans, placing all motor

transport under strict government control, and obliging passengers
and freight carried by motor transport to pay a surtax, the proceeds of

which might be applied toward the maintenance and construction of

first-class highways. The new Public Utilities Commission should then

proceed to re-examination of the railway rate structure, while the gov-
ernment should proceed with the orderly building of lateral roads

throughout the country. It is possible that within fifteen or twenty

years such construction may render railway transportation unneces-

sary; but it is probable that, if the resources of the island are fully

developed, there will be a need for both highways and rail.

Government Ownership

A number of political groups in Cuba have expressed sympathy
with the idea of public ownership of the telephone, electric power and

railroad companies an idea which many countries in the world have

applied. While the commission is by no means opposed to the prin-

ciple of public ownership, it doubts whether it would be wise for Cuba

to adopt this principle, at least for some time to come. The adminis-

trative system of Cuba has many defects which need to be repaired,

and the imposition of new responsibilities should take the form of a

reconstruction program which we outline in the next section. At

present Cuba does not have the capital to purchase existing utilities

and what capital it may raise hereafter can be used to better purpose
for other features of a reconstruction program. The Cuban utilities are

not prosperous and, if taken over, would probably produce a budgetary
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deficit as well as deprive the government of revenue now received

from taxation.

4. A Public Utilities Commission

It is obvious, however, that Cuba is in need of a competent and

independent public utilities commission. Had such a commission ex-

isted in August 1933, the problem of rate structures and the under-

lying problems of capitalization, investment, operating costs, taxes,

wages and industrial relations would have been approached far

more scientifically. These problems still await solution.

Although Cuba today has a Railroad Commission, established by
the Railroad Law of 1902, this body is subject to two grave defects.

In the first place, the members of this commission are government

ministers, whose tenure depends on the vicissitudes of politics and

who have no time or expert knowledge to give the commission. In

the second place, the expenses of the commission are borne by . the

railroads, a provision which inevitably affects its independence.
We favor the dissolution of the Railroad Commission and the

establishment of a Public Utilities Commission to have jurisdiction

over matters affecting the railroads, telephone, electricity, gas and

highways in Cuba. Such a commission should be composed of Cuban

engineers, lawyers, representatives of consumers and of labor. But

if this commission is to function effectively, it is indispensable
that until Cuban engineers acquire the highly specialized knowledge
and experience needed in the utility field, the commission draw on
the quarter of a century of experience with commission regulation
in the United States, from which the American people are beginning
to profit. It is highly desirable, therefore, that the Cuban government
secure the assistance of competent technicians thoroughly vouched

for by the Federal Trade Commission in the United States, which
for the last six years has engaged in the most exhaustive study o

every aspect of the power and light problem of both electric and

gas utilities- The Federal Trade Commission is in a position to recom-

mend to the Cuban government the qualified engineers and cost ac-

countants who should be employed by the Cuban commission for a

period of at least three years* Under such endorsement (or that of the

Federal Power Commission or the Tennessee Valley Authority, whose

judgment would be equally valuable), the Cuban people may feel

confident of receiving sound, disinterested $nd expert counsel. The
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Cuban government will be extremely shortsighted i it endeavors to

continue to handle the utilities problem arbitrarily and haphazardly
with the present lack of technical knowledge.

On December 6, 1934 the electric rates established by Decree No.

2974 had been in effect for a year. It will be possible, after careful

study based on all available data, to judge how nearly these have been

fair and equitable and to determine what modification should be made
in them. It is self-evident that they require modification. They are

unscientific; in some categories they limit rather than stimulate con-

sumption. But it is no less axiomatic that such modification cannot be

made through a hasty, casual survey of a few days or even a few
weeks by a group of local engineers not specifically trained in the very

special sub-science of electrical engineering dealing with power pro-
duction- The same is true of gas and telephone rates.

The problem of utility regulation is to assure adequate service at

rates which will protect the various interests involved: (i) that of

the consumer; (2) that of the public in general in a sense apart from
that of the individual consumer the interest being to promote the

value and usefulness of the utilities service to the social and economic

structure, and to insure the service's continuity, improvement and

growth; (3) that of the worker in the utility; (4) that of the investor.

Given the special nature of public utilities, their indispensability, the

necessity of their functioning without interruption or impairment, it

is clear that their labor problems must be considered on a different

basis from those of labor in other industries. The damage to the nation

from the telephone strike is self-evident. An interruption of power
service is fraught with even graver consequences. The cost of utilities

service, in which wages, working hours and conditions are an impor-
tant factor, is the chief issue with which a regulatory commission is

continuously engaged. It is highly desirable that the utilities* industrial

relations in Cuba, the questions of wages, hours, number of employees,
and categories of labor, be within the purview of the proposed Cuban
Public Utilities Commission. (To date few state regulatory commis-

sions in the United States have dealt with labor matters.)

The Cuban utilities commission should also pass on financing on

loans and security issues. One of the questions which such a commis-

sion would doubtless confront at once is the revamping of the financial

structure of the Cuban Electric Company and the allied holding com-

panies in so far as they affect Cuba, to bring it into conformity with

present day realities* From a technical point of view, unification of
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all the light and power resources of Cuba in one system under one

control is desirable. Under present conditions the Electric Bond and

Share Company can scarcely be expected to augment its present invest-

ment for this purpose assuming that private capital were available,

which it undoubtedly is not to acquire unprofitable or barely self-

sustaining properties which, moreover, under existing discriminatory

rate decrees in favor of the small independent plants, would lose their

present advantage by transfer of ownership. The proposed commission

might well work out a plan by which the government's and munici-

palities' indebtedness to the Cuban Electric Company be paid, with the

understanding that this sum or part of it be used for capital expendi-

tures. The $8,000,000 due the company would go far to complete the

island-wide transmission system and permit the modernizing of gen-

erating stations with resulting lower production costs, lower rates, and

wider use of electricity.

Taxation of utilities should also fall within the scope of the

commission. The present taxation on gross receipts might well be

abolished and a progressive tax on net profits substituted. Real estate

taxes by municipalities which consistently decline to pay their electric

bills should be suspended.
In formulating its power policy the Cuban government should also

be guided by the experience of the United States and not fall into the

error of permitting the regulatory commission's decisions to be end-

lessly delayed and thwarted by what is often the less competent opin-

ion of the law courts. Cuba should make sure, as far as humanly

possible, that its commission be composed of men of absolute probity

as far removed from politics as possible, buttressed for the first years

by properly qualified experts invited from abroad. The Cuban govern-

ment should pay these commissioners adequate salaries and secure

their full-time services. It should give them full and final authority

and be prepared to adhere to their decisions.
37

87 In September 1934 the Cuban provernment established a national public service com-

mission, composed of the Secretary of Communication and the Secretaries of
^
Commerce and

Labor. This commission is to prepare measures for the development and improvement of

all public services in the country except railroads and electrical communication. The com-
mission will draw up as soon as expedient projects of adequate legislation to govern

public services, especially passenger and freight transportation, again excepting railroad and

electrical communication. (Decree-Law 531, Gaceta Qficial, September 29, X934*) This com-

mission has the vSame defects in composition as the railroad commission, A new commission

should have jurisdiction not only over railroads but over all utilities* The proposed body,

however, might be developed along the lines we suggest,

NOTE: Mr. Zimmerman makes a reservation that he cannot coincide with all of the points

of view expressed in this chapter. He holds that the problem of public utilities is so complicated
that in the short time at his disposal he has been unable to reach conclusions and is unwilling
to give blanket endorsement to all of this analysis and program.

Mr. Thomson holds that in the discussion of the telephone strike the case of the workers

has not been pre&ented with entire objectivity and consequently he enters a reservation coa-



CHAPTER XVIII

i. AN IMMEDIATE PROGRAM OF RELIEF 1

The underlying theme of this report is that the mass of the Cuban
people are suffering because of unemployment., particularly during the

dead season in the sugar industry. Although improvement in the price
of sugar may lead to increased wages, it will not provide permanent,
all-year-round employment. On the contrary, the restrictions imposed
by the state of the world sugar market mean that the country is

doomed to a grinding season of less than three months and a dead
season for the remainder of the year unless unexpected developments
take place. With the return of confidence, sugar centrales will give

part of the country population employment in replanting and cultiva-

tion, but there will probably be several hundred thousand Cubans who
cannot hope to receive wages from the sugar industry during the full

twelve months of the year. The most immediate problem of the Cuban

government is to develop new sources of income and living for this

population. Since this cannot be done, in the near future at least, by

developing new branches of commercial agriculture, or industry, and
since cash relief is out of the question, the remaining alternative is

to develop an adequate income through sustenance farming. Unless

the problem of providing food for the masses of the people is solved,

there can be little prospect of political stability or ultimate recon-

struction.

As we shall later point out, the Commission is in full sympathy
with the widespread demand in Cuba for agrarian reform and land

colonization, but the mere distribution of land to people who do not

know how to use it is bound to prove a failure. An essential corollary

to agrarian reform is education in food habits and methods of pro-

ducing foodstuffs. Cuba's pressing problem is to provide food for its

people and show them how to farm. If possible, methods should be

1 In reference to this chapter Mr. Zimmerman suggests that a program for the making
o the centralcs self-sufficient for food production may be a long-time permanent adjustment,
as well as an immediate program. He also holds that the grant of private lands within the

domains of sugar ccntrales should be done only in such a manner as to protect the full

economic efficiency of the estates. Finally, he feels that communities organized according to a

standard plaa have not shown themselves to be any more efficient socially than others.

443
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employed which will enlist the pent-up energies of the younger gen-

eration as well as the sympathetic cooperation of the sugar mills. For

there is no conflict between the interests of the people as a whole and

the sugar industry, especially as far as emergency measures are con-

cerned. Cuba has land enough for the purpose of producing both

sugar and the food which the people need. Despite the vast area

devoted to sugar cane there are thousands of acres of fertile land which

are not cultivated at all. Moreover, in order to produce an annual crop
of 3,0005000 tons of sugar, the centrales probably cannot use more than

two-fifths of their present holdings.

i. Food Production by Centrales

The failure to adopt a national relief program has led a number
of sugar mills during the past few years to expend considerable sums

for the maintenance of soup kitchens and the free distribution of food.

It has also led to profound labor unrest, which came to a head in the

series of radical strikes which swept the island in 1933-1934. A grave

danger still exists that, unless a national program is adopted to meet

the elementary needs of the population, labor unrest will again appear,

perhaps in a more extreme form, and eventually make the position
of capital untenable. The sugar industry has everything to gain from
the adoption of measures looking to the establishment of a stable and

relatively contented labor supply. The interests of this industry thus

coincide with the welfare of the country as a whole.

During the past few years a few centrales attempted to develop
sustenance or part-time farming among their workers so as to save

them from complete want. But most of these experiments were carried

on in a haphazard manner. Few if any centrales placed responsibility
for a foodstuff program on a full-time manager. Uncertain as to the

future price of sugar, the centrales did not feel in a financial position
to develop a food program. Moreover, it is true to say that the sugar
mills have not given this question a tithe of the thought they have

given, say, to the care of bulls. Some of them still act as if conditions

may again return to the years when 5,000,000 tons were produced.
With the recent adoption of steps looking to the stabilization o
the market, it has become possible to adopt long-range measures*

Nevertheless, as soon as sugar prices improved in 1933, many garden
programs were stopped immediately, and workers neglected the har-

vesting of their food crops in order to return to the cane fields* If these
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experiments developed during the past few years are entirely aban-

doned, the condition of the Cuban countryside will be little better

than in the past. An increase of a few cents a day in cash wages over

a period of three months does not compensate for the lack of a goods
income during the remainder of the year. Unless this problem of a

i2-months goods income is met, the government and the sugar indus-

try will both continue to be confronted by serious social problems

threatening their existence.

Not only does Cuba possess ample land to provide food for its

population, but it is the home of a highly developed form of scientific

agriculture. The sugar centrales have employed many competent
scientists and engineers in the production of sugar. If their knowledge
and ability could be utilized in the production of foodstuffs, the present
needs of the country, as well as the sugar industry, could be at least

partially met.

The Commission, consequently, suggests that the government seri-

ously consider the desirability of enacting a law requiring each sugar

central, including large colonos, to set aside an amount of land for

the production of sufficient food for the workers and colonos depend-
ent on the central and, second, to appoint and pay a full-time manager
for sustenance farming. Outside the batey> the central might grant
leases of sustenance land to each individual worker expressing a desire

for such land, at a nominal rent, and provide such a worker with

instruction* These plots might develop into holdings of "hereditary

tenures" or other form of tenure. A maximum of ten acres should

be sufficient to produce enough food for a family of six. Such a plot

might maintain certain animals and be planted with beans, plantains,

maize, malanga, yucca, Lespedeza, rice, fresh vegetables and fruits.

In the bateyes a somewhat different situation exists. If their families

are included, the workers engaged in mechanical work, clerical activi-

ties and railway operations around the sugar mills number about

150,000. A majority of these people cannot hope to find employment
in the mill during the dead season regardless of the extent to which

the sugar market recovers* As in the case of the cane cutters, the batey

workers must seek their salvation in part-time agricultural pursuits.

The sugar-mill workers, however, are not agricultural but mechanical

laborers, accustomed to working under a degree of supervision not

readily available for an individual gardening program. Nevertheless,

there is abundant land in the vicinity of each central on which the

batey population could produce a large part of its food. Inasmuch as
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we are dealing with a group which has no extensive agricultural

experience, it might be desirable to establish, as an integral part of

the batey, a community farm directed by the central's sustenance

manager who would supervise the planting and cultivation of types

and quantities of food needed for the batey population and employ

batey workers for this purpose, primarily during the dead season. Title

to the produce of the batey farm might be vested in a trustee for the

workers of the batey. The experiment might be tried of paying work-

ers in scrip issued for the purpose by the government in accordance

with the number of days actually spent in the garden. This scrip

might be employed by workers in purchasing articles of food produced
on the community farm, even though the worker may not himself

have worked in the production of each type of food. A worker spend-

ing his time in the cultivation of beans could, for example, employ

government scrip in the purchase of plantains, malanga, or other

vegetables produced by the community. Eventually the community
of workers might purchase title to the farm.

Many mill managers have asserted that it is extremely difficult,

if not impossible, to induce cane workers to engage in the production
of foodstuffs. While we would oppose any suggestion of a corvee, we
think that if this difficulty does exist it could be met by providing
that workers taking up sustenance holdings should have preference
in assignments of dead season work and cane-cutting. Moreover, free

rent in the batey might be made dependent on the willingness of the

worker to spend some time in work at the community farm. To
prevent this plan from leading to a reduction in cash wages and
other abuses, its supervision might be entrusted to the development
commission described,

2
or to the Department o Agriculture. For the

purpose of inspecting the food programs of the centrales and recon-

ciling them with the program of government education described

later, a corps of inspectors consisting of agricultural engineers might
be organized by the government. Enforcement of the minimum wage
laws, together with the vigilance of labor organizations* will consti-

tute further safeguards that this plan will work for the interests of

the people,
A program providing that centrdes establish company farms for

the bateyes, set aside individual garden plots for the cane cutters in the

country and employ a food-program manager, would meet to con-

siderable extent the immediate food problem, and keep a large number

pp. 453-453*
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of people at work who at present find nothing to do. The plan would
not interfere with the production of sugar cane, since there is ample
land for both sugar and non-sugar crops, and it would not impose
a heavy financial burden on sugar companies. On the other hand, it

would relieve them of the subsidies they have had to expend in the

last few years and tend to develop a more stable and contented labor

supply. It would decrease the excessive amount of suffering which
exists during the dead season, and probably reduce the malingering
and other symptoms of a demoralized labor force which now prevail.

The development of such a program would, moreover, relieve auto-

matically unemployment in the cities, inasmuch as relatives of families

on such holdings might return to the country.

2. Agricultural Education

Simultaneously with the enactment of the above program, which

will represent a determined effort to meet the present emergency, a

system of agricultural education, to be followed more gradually by
a program of public health nursing and home and community im-

provement, might be inaugurated. The sugar centrales cannot be

expected to undertake a general educational program of this nature;

and the government should gradually assume full responsibility for

such a development* The importance of a wise educational effort in

connection not only with the production of foodstuffs but with the

successful establishment of agrarian reform and land colonization

plans cannot be exaggerated. In the United States the patient work
of hundreds of agricultural extension agents over many years has

now made it possible for the American government to embark on

a program of scientific agriculture- A similar process should take place

in Cuba. Today government agricultural instructors ate needed in

nearly every rural area. Many of the graduates of the six provincial

agricultural schools might adequately fill these positions. Eventually

farm demonstration centers should be established but at present the

ordinary houses and farms of the people will suffice. The most im-

mediate task before the local agricultural agent will be to encourage

the development of model sustenance gardens by rural families. Such

a garden should be planted and cared for by families in the com-

munity who will take pride in the recognition thus given them as

community demonstrators. The Department of Agriculture, or the

development commission later described, could lay down a plan, out-
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line the type and qualities of food to be produced for the average

family, and otherwise supervise the work. Occasional demonstration

meetings should be held at the garden, and the instructor should teach

the people of the community the uses of the food plants in relation

to a good diet. The existence of legislation requiring centrales to set

aside land for sustenance purposes should make it possible not only

for small farmers but for wage-earners to take advantage of such

instruction. The development of the work of the 5-C clubs would

form a fundamental part of this program. At the same time it might
be desirable for each village to establish a public market to which

any farmer might bring his produce for sale or exchange. In some

areas of Cuba, markets have in the past constituted monopolies or

charged excessive fees a situation which should be changed.

3. The Tropical-Tree Food Garden

One of the greatest opportunities for agricultural education lies in

the development of tropical fruits as an article of daily diet. Cuba

abounds with many tropical-tree fruits, which supply important vita-

mins with very small outlay of human effort. These tropical trees are

quick growing and fruiting, comparatively free from insect pests and

plant diseases, and require less in the way of culture than the tree

fruits in the north temperate zone. Few countries are better adapted
to sub-tropical horticultural plants than Cuba. Nevertheless, in travel-

ing over the island, one is struck by the lack of horticultural interest

among the people. One sees thousands of farms and village homes
with few if any fruit trees and little evidence of horticultural

appreciation.

There is no reason why, under the direction of an agricultural

instructor, every bohio could not plant a sustenance tree-food garden,

starting, for example, with mangoes (called the king of fruits)* The

mango matures between June and August, produces on the average

400 fruits per large tree per season, and is high in vitamins. Such a

garden should also contain the fruta bomba, or tree melon, which
is high in vitamin content and remarkable for its powerful digestive

ferment, papaiam, similar in action to pepsin* The avocado can also

be grown easily in Cuba and has an oil content which in calory value

is pound for pound higher than many staple foods, such as lean meat,
milk or eggs. Every Cuban family should have an avocado tree. Other
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trees which should be included in a family garden are the sapoditta,
the custard apple (chirimoyd), citrus fruits^ plantain or cooking
banana,, pineapples and cocoanuts.3

A number of these trees, such as the mango and avocado, are quite

easily injured by windstorms and should therefore be given hurricane

protection. For this purpose the tropical-tree food garden might be

surrounded by several rows of Australian pine. These trees are very

rapid growers and the wood is most tenacious and flexible.

The first step to be taken by the agricultural instructor to develop
the use of vitamin-producing tree foods would be to establish tree-

food gardens along with the demonstration vegetable garden already
discussed. At the same time the women could be taught the food value

of the different fruits and how they can be utilized in conformity with

the Cuban mode of life. The Commission desires to emphasize strongly
the important place which these food-producing trees might play in

Cuban economy. In the tropical-tree food garden Cuba has a great
natural asset not found in countries to the north.

In addition to starting demonstration gardens for foodstuffs, each

agricultural agent might have a program of swine production. Such

a program would consist of demonstrating proper methods of cholera

and other disease control, the use of hog pastures and feeds, with

emphasis on nitrogenous forage mixtures, and also improvement in

the breeding of native stock. Similarly, a dairy program could be

worked out for the community by means of farm and village extension

dairy demonstration meetings and by growing leguminous crops on

which to feed milk-producing animals at the demonstration center.

Once these demonstration gardens and other projects are estab-

lished at the center, the agricultural agent will undoubtedly want to

work out a plan for extending such projects into the surrounding

communities and thus gradually improve the methods and standard

of living of the agricultural population. For this purpose the present

practice of holding country fairs and giving prizes for the best agri-

cultural products deserves encouragement. A medal or other form of

recognition might be given annually by each agricultural agent in

community centers to the best tropical food garden. The agricultural

agent may also assist the government inspectors in inspecting the sus-

tenance work being done by the sugar central***

8 Cuban cocoanuts are affected by certain diseases which arc not yet well understood and

which limit commercial cocoanut production, but in most cases trees can be grown in the

family tree-Jtood garden without very great danger of loss.
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4. A Plan for Community Life

Other chapters have indicated the lack of development of the small

villages and rural areas of Cuba. These areas are in need of greater

opportunities for workers; they are also in need of wider knowledge
with regard to family welfare, and community life and cultural devel-

opment generally. The establishment of local centers devoted to

improving every aspect of the life of the Cuban people is a funda-

mental need. This task can be performed not only by the agricultural

instructor who demonstrates to the people how to grow food, but

by the visiting nurse and the social worker, who should visit the

homes and teach the people how to use new and better foods, improve
the care of children, and grapple with baffling diseases. The improve-
ment of habits of living is bound to be slow, and to some Cubans a

proposal for government initiative in this field may sound too "ideal-

istic." Nevertheless, we believe that energies expended in this direction

will yield greater values to the people as a whole than almost any
other type of reconstruction that can be contemplated.

Previously we have suggested that, as an experiment, Cuba establish

twelve centers of public nursing and community life, both in the cities

and in the rural districts;
4

that for this purpose eligible Cubans be

sent in the first instance to the United States for training; and that

on their return they open up public health clinics where they would
themselves train new nurses and social workers by means of the

apprentice system. Such a plan, we believe, should be extended and
correlated with that of agricultural education as well as home demon-
stration instruction. All three forms of activity might be coordinated

through community centers established by the government throughout
the villages and countryside. Such centers would gradually be staffed

with three government representatives the agricultural instructor, the

visiting nurse, and the social worker, and eventually with a new type
of rural school teacher.

5

We wish to emphasize the importance of proceeding in this direc-

tion with care and deliberation. It is a common failing to embark
without adequate preparation on ambitious projects calling for the

expenditure of large sums. If Cuba could establish twelve or fifteen

community agencies as above outlined in the first year, and then

gradually extend the number to each municipio, a substantial begin-

p. 179.
Cf, p. 45*.
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ning would be made. When competent representatives become avail-

able to establish a community center, the government might proceed
to erect a residence house having a large meeting room, kitchen, and

space for a garden and playground. In the vicinity the agricultural
instructor would maintain his demonstration garden and keep on
hand farm implements, including a rice machine and blooded stock

for breeding purposes, which could be loaned to neighboring farmers

for a nominal sum. The public nurse and home demonstration worker
would maintain clinics for the treatment of elementary ills, and dem-
onstration classes in the proper care of children, preparation of food

and general improvement of the home. The social worker would

develop habits of cooperation as well as satisfy the play instinct through
the development of games and other forms of recreation. Efforts should

be made to stimulate artistic talent, satisfy a taste for beauty, and take

advantage of national and religious holidays for cultural expression.

These representatives should live in model houses on a level within

the reach of the ordinary peasant. If possible, home-made furniture

and beds should be used. Many Cubans, seeing how much better these

quarters are than those to which they are accustomed, might be stimu-

lated to improve their own homes.

Gradually, as this movement wins the confidence of the country-

side, people should turn more and more to the center for aid and

advice. The center will then have an opportunity to give instruction

not only in reading and writing but in elementary Cuban history and

practical arts, which will supplement the instruction many are already

receiving in the field.

When the agricultural instructor assists in solving the problem
of food supply, and the public nurse and social worker arouse other

wants in the people, the desire for a school will inevitably appear.

One of the first community enterprises which may well be under-

taken is the construction by the people of a school building of the

type within their capacity to build, with suitable provisions not only

for indoor instruction but out-of-door activity. When the desire for a

school thus appears, a rural school teacher can be added to the com-

munity center staff. If this type of school is not to be alien to the

lives of the community, the whole curriculum must grow out of local

needs. Reading and arithmetic will be taught only when children

realize their value in connection with the community. What the child

does and learns in school should have a direct bearing on family prob-

lems and become an instrument for instructing the whole family.
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For example, in the matter of food the right type of rural school will

teach the children to eat what the country can produce and to produce
what the people can eat. The school lunch, prepared from products

of the school garden, could be very effective in changing and im-

proving food habits. Moreover, with the knowledge derived and habits

developed in school, the child may make a real contribution to the

needs of his family, thus establishing a vital relationship between

school and family. Understanding the importance of this type of edu-

cation, many parents will see to it that their children spend a longer

period in school than in the past.

So strongly is the club instinct embedded in Cuban life that it

might be desirable to ask Cuban farmers to join such community
centers on payment of annual dues of one dollar, or the equivalent

in produce or labor. Each member would be entitled to receive the

services of the agricultural instructor and public nurse, just as the

members of the Spanish quintets in Havana already receive medical

service. Membership would also make the Cubans feel that the center

is a vital part of their lives and not a charity administered from above.

The capital cost for a fully developed community center might
be roughly estimated as follows:

1. Residence center, cost (including water system, dairy barns,

etc.) $5,000
2. Agricultural implements, blooded stock and other equip-

ment 1,000

$6,000

The chief items in the annual budget would be:

1. Agricultural instructor $1,000
2. Public nurse 800

3. Social worker 800

4. School teacher 800

5. Transport allowance 400
6. Supplies 500

$4,300

The question of how this program of rural reconstruction should
be directed and coordinated deserves serious attention by the govern-
ment. Since this program calls for an effort on the part of numerous
government departments agriculture, sanitation, public works and
education it might be desirable to establish a liaison body, possibly
called the Development Commission, which will centralize all the
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activities relative to this program. Such a commission might have as

members not only experts but several persons chosen because of their

disinterested concern in the welfare of the people. Obviously, if any
such reconstruction plan is to succeed, it must be administered honestly
and without regard to political considerations.

Under the direction of the Development Commission or a similar

agency district offices of supervision would presumably be established.

The work of the public health nurses would be supervised by public
health doctors at such district offices,

6 while the work of the agri-

cultural agents might be similarly aided by agricultural engineers.
These three measures (i) legislation providing that a central set

aside land and appoint a manager for sustenance purposes, (2) the

establishment of a national system of government agricultural instruc-

tion on the demonstration basis, and (3) the gradual development of

the community center plan would inaugurate a program of recon-

struction which, in our judgment, would meet the immediate emer-

gency and pave the way for more fundamental measures.

The Commission was informed by many skeptics that every plan
to develop independent and diversified agriculture in Cuba had proven
a failure. Nevertheless, on its visits through the island the Commission

was impressed by the number of colonos and workers who, despite

imposing obstacles, have risen above their environment and improved
their standard of living even on land which they did not own.

Many examples were found of simple, poor, and illiterate farmers

who earn a cash income from sugar but also produce a large part of

their own food and find pleasure from beautifying their homes. What
is needed is a national program which will not only remove obstacles

confronting those Cubans who are already attempting to improve
their lot, but will stimulate a similar initiative on the part of the masses

of the population.

p. 127.



CHAPTER XIX

A SOIL AND FORESTRY PROGRAM

A fundamental part of any program of reconstruction in Cuba

is a soil survey which will accurately indicate the various types of soil.

Once such a survey is made, it will become possible to work out a

sound program of diversified agriculture and the development of inde-

pendently owned small holdings. A soil survey would also assist private

owners, as well as the government, in any effort to put marginal sugar

lands to more productive use, and to develop a much needed forestry

program.

i. Cuban Soils

The soils of Cuba can be grouped roughly in four main categories:

(i) sugar-cane and other agricultural lands, (2) tobacco lands, (3)

grazing lands, and (4) forest lands. These types depend on such char-

acteristics as chemical and textural composition, depth to rock or im-

pervious clay, topography and drainage. In actual practice the use of

land cannot follow any absolute rules, for the simple reason that it

is necessarily affected by circumstances and market conditions. For

example, some tracts of high-grade cane land can be used for pasture
to better advantage because of the distance of such land from a sugar

mill, and low-grade cane land may be profitably cultivated when the

price of sugar is high. Taking into account such exceptions, we believe

that the land of Cuba can be classified into these four types.

Sugar-cane Soils. In general the better Cuban cane soils are charac-

terized by a good supply of available plant food, good drainage, and
resistance to erosion. These qualities are best found in the limestone

soils, and brown and sandy clay loams widely scattered in eastern and
central Cuba, the central plains of Havana and Matanzas Provinces,

and elsewhere/
1 Drainage involves not only surface drainage but good undcr-drainage to a depth of at

least 12 inches below the surface* Also a total water soluble salt content not in excess o
12 per cent is found on good sugar land. The brown and black limestone soils are widely
scattered in eastern and central Cuba; the red limestone soils are extensively developed on the

plains of Havana and Matanzas Provinces, and in part of CamagBey; the better alluvial soils

occur in narrow strips along such rivers as San Ciiit6bal, Agabarna, Rfo Cauto and Guan*
tdnamo; the more productive brown clay loams and sandy clay loams are extensively developed
in certain sections along the north coast of Havana, in the locality of Zaza del Mcdio, and in

the section extending from Palma Soriano nearly to Guanta'namo,

454
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A second grade o cane land consists of flat and gently rolling

heavy clay, having good drainage and a supply of lime, such as is

found in the Caracas Plain. While some of these lands are approxi-
mately as good as the first-class lands, they are generally less fertile

and usually require special cultural treatment. A third type of cane
land consists of the deeper and lighter colored Matanzas groups.

2

It should be observed that these better cane soils are also good for

a number of other crops. The deep-red limestone soils (Matanzas),
for example, produce both grapefruit and oranges of exceptionally

good quality. They are also splendidly adapted to the production of

white potatoes, beans and corn. Various useful trees grow rapidly on
all of these lands, which also give good results with grasses.

Tobacco Soils. The best grade of Cuban tobacco is that produced
on the red, friable sandy soils of the uplands of western Cuba. The
leaf of finest aroma comes from those sandy upland types which con-

tain up to about 35 per cent of small quartz gravel (cascajo)? The
lower grades of tobacco, produced very extensively for domestic con-

sumption, are grown on practically all types of well-drained land in

many localities east of the city of Santa Clara. Much of this low-grade

product comes from clay soil and is of rather strong quality.

It should be added that the good tobacco soils of western Cuba,

especially the sandy lands, are generally good vegetable and fairly

good corn soils also, but are not especially adapted to sugar cane.

Grazing Soils. Generally, the soils of Cuba, with the exception of

the very deep, loose, sandy and excessively gravelly lands of western

Cuba and the Isle of Pines, the sabanas, and the excessively stony lands

(piedra hueca), will produce from fair to good pasture grasses of

one kind or another. There are within the broad coastal plains many
extensive soils, such as the excessively stiff clay lands and the inter-

mittently wet and dry, shallow, sandy lands, which are suited only

for pasture purposes, with the possible exception of rice production
on some of the more favorably situated, less salty areas. The best use

2 The same type may be found in the Caracusey and Oriente groups. C. Hugh H. Bennett

and Robert V. Allison, The Soils of Cuba (Washington, Tropical Plant Research Foundation,

1928).
* A high-grade tobacco is produced also on the well-drained alluvial soils of western

Cuba, formed of products washed out of the sandy uplands. Tobacco o excellent quality is

grown on the deep-red soils (Matanzas) found in association with the magotes of the Serranfa

del Guaniguanico of northwestern Cuba.
Some of the very best wrapper-tobacco lands are the thin, sandy, gravelly soils of the

Vuelto Abajo* These, however, call for heavy applications of manure, or carefully selected

fertilizer, use of cheese cloth or other shade, and irrigation. Good filler tobacco and also, to

some extent, good wrappers come from the red limestone soils (Matanzas) east of the Vuelto

Abajo, in what is known as the Partito District.
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for the average soil of the sabanas is for pasturage. While these gen-

erally are not so good for grass as the dense clays, they do afford

considerable worth-while grazing and offer promising opportunity
for pasture improvement, particularly through the use of Guinea grass.

The heavy clays of the coastal plains, and to some extent those occur-

ring within the broader belts of alluvium extending along streams

that reach back into the interior, are splendidly adapted to Parana

grass, even where water stands for long periods after rains. This valu-

able pasture grass also withstands considerable salt.

Generally speaking, most of these pasture lands are very poor for

cane production, and they generally have no great value for other

crops, although some of them possibly can be used for sustenance

purposes. They produce good trees, however, except on the sabanas.

On the other hand, the good cane soils are nearly always good grass

soils.

Timber Soils. While all the well-drained soils of Cuba are adapted
to tree production of one kind or another, many areas now used for

sugar cane, and to some extent for other crops, could best be used for

the production of such valuable woods as mahogany and Spanish
cedar. These trees will grow quite successfully on very shallow soils

such as are not at all adapted to sugar cane or to most other cultivated

crops, and could yield greater returns if turned into forests.

Moreover, certain areas of exceedingly dense clays on which sugar
cane continues to be grown with prevailingly poor results could better

be used for trees or grass. Trees valuable for structural purposes or

cross ties, such as jfaaro, sabicii, and majagua, do very well on these

heavier lands.

The more sandy uplands of western Cuba and the Isle of Pines

and the shallow, thin soils of the Piedmont hills surrounding the

Serrania del Guaniguanico, have some value for pine. As a matter of

fact, these poor lands, and also the very poor Nipc soils of eastern

Cuba, have very little value except for pine trees, although some of

the sandy types could be productively employed for the growth of

trees like the bottle-palm, whose leaves are highly valued for covering
tobacco barns.

Most of the well-drained,, limestone-derived and alluvial soils of

Cuba are very well suited to bamboo, a crop which possibly could be

produced on plantation scale for cellulose.

General Farming Soils. The better general farming soils of Cuba

correspond fairly closely with the better sugar-cane lands and need
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no special discussion in this very brief summary of the prevailing soil

conditions of the island.

There are, nevertheless, some fairly good general farming soils

which, because of location or the abundant supply of good cane land

in certain districts, can be most advantageously used for general farm-

ing purposes. If we set aside sugar-cane production as a specialized

industry, which of course it is, general farming in Cuba will relate

chiefly to the production of tobacco, bananas, corn, beans and live-

stock, together with an adequate supply of sustenance crops, such

as vegetables and fruits. In other words, the term general farming,
as employed in connection with agriculture in Cuba, would be some-

what out of line with the usual interpretation of general farming in

the United States, in that it would more generally extend into the

field of what really is specialized farming. For example, the produc-
tion of pineapples and sisal in some localities might justifiably be

considered as general farming, although ordinarily such enterprises
are decidedly specialized. On the same grounds, trucking and the pro-
duction of grapefruit might also be designated general farming in the

Isle of Pines. On some of the deep-red Matanzas soils, where water

for irrigation is available, the production of white potatoes during
the winter months for shipment to the United States in advance of

the early potato crop of Florida, while strictly a specialized type of

farming, might under Cuban conditions be considered locally as a

branch of general farming. In most of the instances referred to, other

crops are grown, notably cane and bananas for home consumption
and local markets. The matter of definition, however, is not particu-

larly important in this connection.

Although the better cane lands generally are good for other crops,

as already stated, some of the inferior cane lands, such as the shallow,

droughty soils,, can be successfully used in the production of staple

food products, particularly beans, sweet potatoes and malangas. The

exceedingly poor, shallow limestone soils, as those in the vicinity of

the city of Matanzas, and the Francisco group of reddish limestone

soils so abundant in. many parts of middle and eastern Cuba, are the

very best soils for sisal. Pineapples do very well on such poor cane

lands as those of the Truffin group.
The soils that arc not good for general farming, if we exclude

trucking and fruit production and such specialized crops as sisal, are

the salty lands and exceedingly stiff clays of the alluvial and coastal

plains, the loose, deep sands of western Cuba, the Isle of Pines and
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parts of the sabanas; the excessively stony lands of the Isle of Pines

and various parts of Cuba, the very shallow serpentine soils, and the

very droughty sabana soils. In some localities there are flat clay lands,

not suited to any crop but rice and Parand grass. Some of the heavy

clays now used with indifferent success for cane could better be used

for rice, like the Bayamo clay in the section south of Manzanillo.

Thus, from the soil point of view, the possibilities for general

farming are fair to good throughout the greater part of the island.

Today, however, these soils are not being adequately employed.
A much larger amount of land has in the past been set aside for sugar

than can possibly be cultivated on a profitable basis during the next

few years. The problem confronting Cuba is how to distinguish be-

tween first-class and inferior sugar-cane land, and to withdraw the

latter from sugar production, utilizing it for other forms of agri-

culture, forestry or pasturage.

2. Land "Utilization

Traditionally it has been assumed that land will be put to its best

use by the free play of individual initiative. Competition, however,

usually ignores the principle of conservation of natural resources and

tends to disregard a rapidly growing body of scientific knowledge
concerning agriculture. As a result of existing maladjustments in

agriculture, which have been accentuated by the world depression,

leading countries are turning away from a more or less laissez faire

attitude with regard to land and are adopting programs with regard
to land utilization. As a starting point, agricultural economists and

engineers are beginning to study the diets of people in an effort to

determine what diet is best, taking into consideration the agricultural

possibilities of the country. Confronted with the loss of international

markets, many countries are turning to sustenance farming. I people
on the land cannot for one reason or another produce largely for

exchange, then it is far better for them to produce for family con-

sumption than to live in utter want and misery*
In the temperate zone much research has recently been carried on

with regard to the physiological needs of mankind and the relations

of diet to health and human efficiency.
4 In a previous chapter we have

indicated our belief that the Cuban diet today is quite deficient This
4 U. S. Department of Agriculture, Diets at Pour Levels of Nutritive Content and G&se, by

H. K. Sticbeling and M. M* Ward (Washington, Government Printing Office, 1933), Circular
No 296.

5 Of. pp. 79-81.
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statement was advanced only in a tentative form because the statistical

data concerning Cuba's diet and agricultural production are still

meager. A scientific study of diet in Cuba would be of value in provid-

ing a basis for an agricultural program under which food of the type
and quality needed to improve the diet of the people could be produced.

Consequently we suggest that a Cuban Development Commission or

some other agency should, as one of its first duties, undertake a study
of the diet of the different classes and districts of Cuba, both urban

and rural, and make use of such study in projecting a national agri-

cultural plan. The Cuban government would do well to consult foreign
nutrition specialists who are informed about diets in semi-tropical
countries. A national campaign of educational propaganda through
the community centers, the schools, the radio, the press and other

agencies would assist in developing a consciousness of the desirability

of improving food habits.

Similarly, a study of the possibility of developing new exports in

relation to imports might be made, and its results utilized in develop-

ing a program of land utilization and diversification.

A land-use program for Cuba might consist of the following
measures:

First, an accurate detailed soil survey, eventually covering the entire

island, as a basis for readjustment in land use and for diversification

of agriculture.

Second, the reorganization and readjustment of agriculture so as

to develop as far as possible the products which can be economically

produced in Cuba, stressing a family self-sufficient basis which will

give the people an adequate and nutritive diet

Third, development of forests on public and privately owned land

now put to other uses, but which is better adapted to use as forests

than cultivated or pasture crops*

Fourth, adjustment of land use to meet requirements for cash and

export such as sugar, tobacco, beef so as to give the most economical

production while at the same time maintaining a quality and a flow

of production which will permit reasonable exports.

Fifth, development of colonization plans for independent land-

owning farmers, sustenance homesteads, and cooperative sustenance

food production for part-time employed laborers and wage earners.

Sixth, a program of agricultural extension, research and education

which will assist Cuban farmers, particularly the younger generation,
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in becoming skilled agriculturists, and build in Cuba a rising standard

of living for agricultural people.

Seventh, the setting-up of institutions for cooperative marketing
and cooperative financing for small farmers and landowners.

A Soil Survey

The first step in intelligent land utilization is a scientific soil and

land use survey, which will provide an inventory of productive capacity

and economic uses, without which a sound agricultural policy cannot

be adopted. Today leading nations are carrying out extensive soil

surveys. Work of this type is being done in Venezuela and Colombia.

Plans are under way to complete a soil survey of Puerto Rico, which
is already half finished. The Inter-American Conference on Agricul-

ture, held under the auspices of the Pan American Union in Wash-

ington in September 1930, recommended that "the governments of the

countries which form the Pan American Union effect surveys and

classification of soils of their respective territories, especially of those

regions where intensive agriculture is practiced . . ." It also recom-

mended that necessary steps be taken "to obtain from the member
countries as quickly as possible assurance of the establishment of soil

surveys."
e

A preliminary reconnaissance soil survey was made in Cuba in

1927 under the direction of two able soil scientists from the United

States, H. H. Bennett and R. B. Allison.
7 This survey was organized

by the Tropical Plant Research Foundation and financed by the Cuban

Sugar Club through a small tax on the production of its members.

For reconnaissance purposes, the survey was excellent; but it was
intended to serve only as a groundwork for detailed soil classification.

The plan called for a second phase, consisting of an intensive survey
of particular areas, as units for investigation of all types of problems

having to do with the relationship of soils to plant growth. This phase
was abandoned, however, as a result of the decline of sugar prices.

Valuable as is a reconnaissance survey, it cannot be utilised in

planning the details of reorganized land use programs on particular
areas of land* Consequently the Commission recommends that the

Cuban government immediately institute a detailed soil survey pro-

rt Final Ace of the Inter-American Conference on Agriculture, Washington, September 8-20,
1930 (Washington, Government Priming Oilke, 1930), p. 84.

71 Bennett and Allison, The Soils of Cuba, cited. Our discussion of Cuban soils has been
based on this invaluable study.
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gram to cover the island within a period which would probably extend

from seven to ten years. The importance of a soil survey in relation-

ship to the readjustment of Cuban agriculture
* and agrarian reform

is illustrated by the two maps shown in this chapter dealing with a

small tract of land now in sugar cane.

The first map of the series (Fig. I) shows the agricultural use that

has been made of this I3>ooo-acre section, and clearly indicates how
cane plantings were extended in the past regardless of soil type, cane

being cultivated in many cases on soil that is fundamentally unsuited

for sugar. This cultivation probably would produce a profit with sugar

selling at an excessive price, but cannot do so at the prices which

may be expected in the predictable future. Partly as a result of this

failure to make good use of soil types, a large part of this area has

been abandoned.

The second map (Fig. II) shows how this land can be reorganized
so as to be put to most effective use. It reaches the conclusion that only

52.4 per cent of the whole should be devoted to sugar alone, although

previously about 96 per cent was thus employed; the area devoted to

pasture should be increased from 2.3 to 13.6 per cent and to forestry

from i .7 to 34 per cent. Moreover, part of the land included within the

first grouping is better suited for good sustenance crops, such as sweet

potatoes, bananas and malcmgas, than cane. The reorganization of this

plantation would not only increase the productivity of the land but

relieve the central of the burden of maintaining an unnecessary

amount of railway mileage.

This example of misjudged land use is by no means an exception
to the general condition which prevails today in Cuban agriculture.

During the war and the post-war boom period, millions of dollars

were lost in the unprofitable extension of sugar-cane cultivation.

Instances are known where a large mill was built only to find that the

local soils were inadequate for cane. To keep the mill in operation
it has become necessary to transport cane many miles at great expense.
A thorough soil survey would constitute the best safeguard against

future occurrences of such losses and> at the same time, provide an

essential foundation for the development of new types of crops and

production*
On the basis of such a survey the government and private enter-

prises could adopt a forestry program, develop the livestock industry,

and establish agricultural colonies for sustenance purposes and the

production of new cash crops*
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Being of a highly technical nature, a detailed soil survey must be

undertaken only by thoroughly competent and scientifically trained

men, irrespective of their political relationships. At present Cuba has

no specialized soil technologists experienced in modern survey meth-

ods. To undertake an agricultural program, including research, agri-

cultural education, and extension work, 20 or 30 well-trained soil tech-

nologists will probably be necessary, and it is desirable to make plans
for developing this group of men at once.

During the first period of the survey, lasting two or three years,

eight or ten American or foreign soil surveyors might be engaged to

get the survey under way, assisted by Cubans who have graduated
from the schools of agriculture. At the same time it would be desir-

able to send at least ten Cubans with similar training to other countries

for one or two years' university training in soil technology, agronomy
and land utilization. As these Cubans return, they would replace the

foreign surveyors, so that at the end of three years the soil survey

might be entirely in the hands of Cuban technical soil experts.

During the first year a group of men would also be trained in

foreign countries for the purpose of giving instruction in soil use in

the provincial agricultural schools and to act as soil advisers in the

extension program within their province. To keep in close touch with

the survey, they would alternate between field and class room. The

survey should be started in several different localities where there is

the possibility of strong local cooperation and where land-owners

express a willingness to reorganize the use of their lands on the basis

of soil mapping. The soil survey will provide the key for all forest

projects and colonization plans. The local agricultural agent will get
a detailed knowledge of the soil possibilities of his district if he accom-

panies the surveyors during their stay in his area. The knowledge of

the community will similarly be advanced by the preservation of maps
of replanned land use.

In the absence of adequate land maps, the survey would be greatly
facilitated if it were possible for the army air service or some other

agency to make a base air survey map of the entire island, on which
the soil and other conditions could be accurately placed-

Cost of the Sttrvey

It is estimated that the entire island can be covered at an approxi-
mate cost of 5 cents per acre. On the basis of the Bennett-Allison recon-

naissance work it is believed that 325 effective man-years will be re-
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quired to complete a detailed survey, including the preparation of

maps and reports. The complete survey of the island should cost ap-

proximately $1,700,000 (including $100,000 for foreign training) and
would last from 8 to 10 years, roughly as follows:

ESTIMATED BUDGET FOR SOIL SURVEY

years Survey and Training Publication

ist and 2nd (total) . . $ 200,000 $ 10,000

3rd and 4th (total) . 300,000 20,000

5th and 6th (total) . . 500,000 30,000
7th and 8th (total) . 600,000 40,000

% i ,600,000 $ r00,000

3. A Forestry Program

It is probable that a soil and land-use survey would show that a

large area of land now in sugar cane or sub-marginal farms should

be returned to forests. While it is unlikely that Cuba will regain its

former place as a producer of valuable hardwoods, a forestry program
could undoubtedly develop the export of valuable timber, which would

yield a greater profit than land now otherwise employed. Today even

the demand for cigar-box wood in Havana has to be supplied in part

by importation of cedar logs from New York.8 Cuba also needs to

develop its forests in order to meet the local demand for fencing,

fuel (charcoal being universally used), construction and other pur-

poses.

A forestry program would not only eventually produce commercial

returns and give added employment to workers, but would assist in

preventing soil erosion and in stabilizing the effects of rainfall,

During the sugar boom of twelve years ago, enormous quantities

of forest lands were cut and burned to increase sugar-cane acreage.

Clearing for this and other purposes was extremely wasteful. The
usual practice in clearing land for cane-cutting was to cut down the

trees and, when the wood had dried, to set fire to the entire area*

Although some of the hardwood was salvaged, millions of feet of

good timber, such as mahogany, were abandoned. Part of the land

thus cleared, being marginal in character, could produce sugar profit-

ably only when sugar commanded a high price, A leading authority

states:

**Jn Cuba four centuries of exploitation of her precious woods have

<*$. J, Record ami C, D. Hell, Timber* of Troptfal America (New Haven, Yak* University

Pross, x$P4>> P- 9*
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so depleted the forests of cedar and mahogany that these woods are

now negligible among her exports. Except for the mountains of Pinar

del Rio, the forests of western Cuba have been so thoroughly destroyed
that even firewood is difficult to obtain. Only in the eastern provinces,

chiefly on the mountain ridges and in the less accessible lowlands, can

one still find virgin timber in any quantities."
9

During the past two hundred years a great part of the West

Indian mahogany consumed in the United States came from Cuba

and Santo Domingo. A world-wide demand for Spanish cedar and

mahogany has existed during the past four hundred years, and there

is no good reason to believe that this demand will decrease or that

satisfactory substitutes for these woods will be found.10 On the other

hand, the supply of high-grade mahogany and Spanish cedar timber

has been greatly reduced. While there are various species of cedrela

in South America, Australia, and southern Asia that are practically

the same as Spanish cedar, the case is different with mahogany. The

only important supply of West Indian mahogany now is in Brazil

and Central America, most of which is quite inaccessible. Neither

African nor Philippine mahogany can serve as a satisfactory substitute

for true mahogany.
Although it takes between thirty and fifty years for mahogany

and Spanish cedar to mature for harvest,
1 x the cost of producing wood

in semi-tropical forests is much less than in the case of northern forests*

During the first year after planting it will be necessary to keep the

grass between the trees under control; but at the end of three years
the trees will form a canopy, which will make it difficult for grass

to grow, and thus reduce fire danger. During the first fifteen or twenty

years the forests will require occasional thinning and replanting. In

the western part of the island, which is susceptible to hurricanes, the

Australian pine, which is so flexible that hurricanes may bend it almost

to the ground, should be planted. After the forests are set up they

Tom Gill, Tropical Forests of the Caribbean (Baltimore, publisher! by the Tinpkul Re-

search Foundation, in cooperation with the Charles Lathrop Pack Forestry Trust, ic)$r), p, i$ij.
10 In 1927 the United States sawed into veneering lumber nearly 17,000,04)0 feet of

mahogany, including African but not Philippine mahogany. In 1928 it consumed about

65,000,000 cct of mahogany and nearly 7,000,000 feet o Spanish cedar. Cuban mahogany
has ranged in price in New York City from $180 per thousand in 1921 to $rto a thousand in

1932. Over the same period, Spanish cedar has ranged in price from $80 to $120 per
thousand.

11 At the Harvard Botanical Gardens at Soledad, Cuba, there are mahogany trees which

grew to a height of thirty feet from February 1926 to April 19 30. The best of these trees were
six inches in diameter and the trunks are clean and straight, Tcakwood tre<*s reached a height
of twenty-two feet between March 1928 and April 1930* and three-year-old baham trees were
12 inches in diameter. In the Puerto Rican Forestry Observation Station there are twenty-seven-
year-old mahogany and Spanish cedar trees twenty-seven inches in diameter at breast-height*
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should be operated as far as possible on a sustained yield basis.
13 The

cost of growing cedar and mahogany consists largely of labor charges.
Both types of timber should yield a high profit to private enterprise
and to the Cuban government, if they are willing to plan ahead forty

years.
13

In planning new Cuban forests, forest workers should as far as

possible be settled on adjacent sustenance homesteads. Under this sys-

tem perhaps one hundred days of work in the forest in the way of

planting and care could be guaranteed to the occupants of these home-
steads each year. They could produce their sustenance during the

remaining two hundred days.

Forest research should also be conducted as to the possibilities of

introducing the production of quinine and valuable gums, drugs and

dyes. Such products might provide supplementary employment for

forest workers living on sustenance homesteads. There is also a possi-

bility of stocking these forests reservations with game, and selling

hunting and shooting licenses. Game production as well as forest work

might also furnish supplementary incomes to sustenance homestead

communities.

The soil survey will doubtless show that many small isolated tracts

of land arc best suited for forests but arc too small and scattered to

be used as national forest reserves, particularly from the point of view

of operation and management. Where possible, it is desirable to plant
such tracts with trees to serve as private forests and community
wood lots.

A number of the large sugar companies owning areas of land

which may be shown to be better adapted to forest production than

sugar-raising will find private reforestation worthy of consideration.

Sugar ccntrales are large users of wood for fuel, post poles,, railroad

ties, and general construction. Several years ago a number of these

12 It is estimated that from 15 to 35 man-days per acre are needed to establish a forest

plantation* In British Honduras and Trinidad the cost of establishing such plantations ranges
from $20 to $35 per acre. It is estimated that at the end of forty years a mahogany plantation
will yield about 25,000 board feet per acre. At $100 per thousand feet the grow return would
be $3,500 per acre. The co&t of cutting mahogany and delivering it to seaport in British

Honduras is from $20 to $25 per thousand- These are natural forests, however* located some
distance from the coast. In Cuba the cost of logging mahogany will probably not exceed $10

per thousand, if forest lands arc planted near the coast*
18 Experimental work at the Puerto Rican Forestry Experimental Station indicates that

mahogany and Spanish cedar should be planted about eight feet apart each way. Only one-

fourth o the trees in the planting should be mahogany or cedar. The other trees should be

native leguminous trees which force the mahogany and cedar to an upright straight growth*
In time the leguminous trees will become underbrush which will not interfere with the forest

growth o{ valuable wood* On the forest plantings in Puerto Rico there has been 70 to 95 per

cent survival of the Hrst planting*



466 PROBLEMS OF THE NEW CUBA

companies were instrumental in having a study made by the Tropical

Plant Research Foundation, the object of which was to develop a plan

of sustained forest production and forest management on small tracts

owned by sugar centrdes. Presumably these and many other large

owners would welcome the cooperation of an effective scientific 'forest

service. The development of private forestry could be encourage<?-:by

furnishing nursery stock and technical service to private owners,/'and

also by the adoption of tax policies favorable to forest land use.
*

Bureau of National Forestry

At present there is a small forestry bureau in the National Depart-

ment of Agriculture. It is largely a paper organization "and extremely

limited in its technical staff. It has no means of enforcing the present

forestry laws or developing an aggressive forest program.
14

If a forestry program is to be adopted, this forestry bureau must

be made effective by staffing it with well-trained tropical foresters'

selected on a Civil Service basis and not by political appointment. The

forestry program might well be divided into' four sections.

Administration of national forest area. This section would be re-

sponsible for the purchase *by the government of areas shown by the

soil survey to be best adapted to the development of national forests,

provided tracts of such land in adequate amounts can be found.

'Nurseries. Forest nurseries established at strategic points in the

island, probably adjacent to the provincial school of agriculture, would

produce seedlings of the valuable trees for planting in the national

forests and for sale or distribution to private owners at a nominal cost.

The same organization could probably raise the food-tree nursery stock

referred to elsewhere in this report.

^Extension. A forest extension service would work largely with

private owners and municipal agricultural extension agents, who
would teach the principles and practices of private forestry.

National college of forestry, and research center. Already a com-
mendable forestry school and a small experiment ^station have been

established near Havana. The school of forestry with a faculty of three

14 Cuba has detailed forest legislation, prohibiting the cutting clown oC trres, no matter to

whom the wood belongs, without authorisation. Every owner or renter of land dedicated to

pasturage or cultivation must set aside at least 15 per cewt of the total area for a permanent
wooded area. Persons whose land is traversed by rivers, ravines, brooks, etc., where shade trees

have been destroyed must annually plant quick-growing trees to a depth of 50 meters on the
banks. The Secretary of Agriculture will furnish gratis trees for replanting, and will pay from
30 to 50 cents a tree thus planted. Cf Decree-Law No, 755 o 1933* and the report of the
Secretarfn de Atfricultuni, Comcrcio y Trabajo, "Cartilla forestal cukann para uo de uutondudea
y ciudadanos" (Havana, 1927)*
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to five could train the foresters necessary for the administration of the

Cuban forestry program and carry on the necessary research work.

Forests in the United States are administered at a cost of 3 to 7 cents

per acre (excluding forest protection costs). It is difficult to estimate

the budget for the administration of the present forest land. It is rea-

sonable, however, to assume that a sum of $50,000 would take care of

administration and as much reforestation as could be carried on until

nurseries were established. The following sample budget is submitted.

National Forest Bureau administration and reforestation work $ 50,000
Land acquisition for the next two years ... , . 50,000
Nurseries, six tree nurseries at f10,000 each. (This includes cost of land,

erection of building, nursery stock, foreman, day laborers, etc.) 60,000
Forest extension service, six workers, printing, illustrative material,

travel, etc 18,000

Forestry and x'esearch center . . . 25,000

$203,000

4. Diversified UvestocJ^ and Dairying

The soil survey will also indicate where the pasture lands of Cuba

may be extended. Despite the development of a Cuban cattle industry

during the past few years, there is reason to believe that new breeds

of cattle could be developed, more suitable for Cuban conditions and

small-farm production than are the existing breeds. This belief is

reinforced by the research work now being done by the United States

Department of Agriculture in a coastal fringe once infested with ticks

along south Florida, southern Mississippi, Louisiana and Texas. The
work in this area, which approximates Cuban conditions, would indi-

cate that new breeds of semi-tropical cattle can and should be devel-

oped, and that great possibilities exist in the Senegal, Afrikander, and

Santa Gcrtrudis breeds.

The Senegal breed, originating on the East Coast of Africa, has

already shown great adaptability to Puerto Rico and the Virgin Islands

where conditions are almost identical with those in Cuba. They make
excellent cattle for the small farmer* They are a mixed cream and

brown color and are somewhat like the Brahman, but are not re-

lated to them. They are better than the Brahman as work animals,

as they are more docile and* while good beef animals, are active and
make good work oxen*

The Afrikander cattle have been developed in the Union of South

Africa, under the supervision of the college of agriculture of Pretoria
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University. They are very resistant to tick-borne diseases and have

excellent milking qualities. It is claimed that the Afrikander represents

the best scientific breeding of any of the semi-tropical cattle; it joins

in one animal disease resistance, tolerance to heat, beef and milking

qualities. It is large in frame and is said to be the best work cattle in

the world.

There is already considerable "Brahman blood" in Cuba. The

advantage of this breed, which comes from India, is that it shows

resistance to heat, parasites and disease which are common in the

West Indies. Lykes Brothers, ranchers on a large scale in Texas,

Florida and Cuba, claim that Brahman blood is very helpful and have

become particularly enthusiastic over the use of this breed in reciprocal

crosses with the Aberdeen Angus.
A new type of Brahman cattle, developed at the King ranch in

south Texas, also could possibly be used to great advantage in Cuba.

It is a cross possessing approximately % Brahman and % Shorthorn

blood. The cattle are called Santa Gertrudis. They are a beautiful

dark red cattle, the largest type in the United States. They have ex-

tremely high beef-producing characteristics, are excellent milkers and

far superior to the native Cuban cattle.

There are two reasons why production of farm animals in Cuba
should be encouraged. The first is to provide an ample supply of

animal foods for the people. Throughout the world, farm animal

production has been associated with individual farm proprietorship.

Every Cuban homestead and small farm should have some livestock.

The second reason for producing new farm animals is to provide the

cities of Cuba with meat and develop the export trade, thus producing
new sources of cash income.

With the control of animal parasites and the development of proper

nitrogenous feed there is reason to believe that Cuba may produce a

type of beef animal which will compete with most of the high-grade

export beef in the world and thus find its way into international com-
merce. Adjustments in agriculture throughout the world have tended

somewhat to liquidate the beef supply of the exporting nations, and,
should economic recovery in Europe take place, or the purchasing

power in the beef-importing nations increase, it is not improbable that

first-class Cuban beef will be accepted on a par with beef from other

countries.

Livestock farm economy has not developed in the tropical regions,

primarily because of lack of control of animal parasites and infectious
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diseases, lack of nitrogenous and fattening feed crops which are pro-
duced only under crop rotation and in fenced pastures, lack of local

refrigeration and knowledge as to the care and management of

livestock*

Cuba has already made some progress in overcoming these obsta-

cles, but much more remains to be done not only by developing new
breeds but by inaugurating a livestock sanitation program to bring
cattle ticks and tick fever under control. Cuban farmers also frequently

complain of the ravages of hog cholera. They are denied the use of

hog cholera serum by legislation providing that such serum can be

administered only by registered veterinarians. The new trade agree-
ment with the United States does not injure the maintenance of hogs

by small farmers for sustenance purposes, but this practice is definitely

injured by denying the use of serum to individual farmers. We believe

that this restriction should be modified, and that a hog cholera serum

plant should be established. Cholera serum manufacture and distribu-

tion should, if necessary, be subsidized by the central government.

Moreover, in order to improve the protein, calcium and other elements

in the livestock feeds of Cuba, research work is needed to develop
new leguminous pasture and forage plants which will fit in with a

small farm and sustenance homestead economy. Cuba has done little

so far to test out semi-tropical grasses found in other parts of the world.

While alfalfa and clover are not adapted to Cuba, there is much

promise in leguminous plants, such as Lcspcdcza and the Crotalarias.

If it desires to develop a diversified livestock economy, including
a dairying program, the Cuban government will establish a strong
bureau of animal industry and livestock sanitation. It will also estab-

lish a cattle experiment station and breeding grounds which will test

out and develop adapted strains of cattle and arrange for the distribu-

tion of breeding stock to the various agricultural agents. The experi-

ment station will carry out a program of research devoted to the

improvement of forage crops- Fundamentally, however, the success of

the livestock program, as well as the agricultural program, depends
on the educational work of the agricultural agents as directed from

the national capital. It might be desirable to employ four national

dairy specialists to work with these agents in developing a program
of family sustenance and commercial dairying adapted to local needs*

Toward this end each local agricultural agent might make a survey
of the number of milk cows and milk goats desired and of the sani-

tary conditions in the community, and also lay out demonstration
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pastures on which leguminous crops may be grown. Dairy extension

meetings could be held periodically, and the public nurse and social

worker should teach families the value and use of milk in home

economy. Four specialists might also be named by the national gov-

ernment to work out a similar program for swine production, again

using the agricultural agent as instructor. The local agent could admin-

ister hog cholera serum and other animal medicines, and interest local

farmers in their use. Gradually, a system of refrigeration might be

developed and a cooperative method for distributing milk adopted.

5. Diversified Agriculture and Industry

In addition to developing forestry and livestock, Cuba has an oppor-

tunity to develop diversified agriculture. Some progress has already

been made in this direction. As we have indicated in the previous

chapter, the most immediate prospect of success lies in the develop-

ment of home used foodstuffs. The new trade agreement with the

United States encourages the export of fresh vegetables and fruits for

off-season production and also tropical fruits, such as fruta bomba and

pineapples, which find no competitors in temperate climates. Students

of rice culture believe that a considerable quantity of rice can be

raised in countries such as Cuba, not as a commercial crop except

under particularly favorable conditions, but as part of a program of

securing greater food production by rural families. Upland rice is

now being grown in all parts of Cuba where corn is grown, and there

is no reason why such rice should not be produced for family con-

sumption like corn. To stimulate the sustenance production of rice a

national rice agronomist might be employed who would establish

variety and cultural testing and demonstration fields on different

types of soil. Several rice agronomists should be employed to work
with local agricultural agents in assisting in the planting of rice in

demonstration plots. In a few cases experiments might be conducted

with portable threshers, and the construction of vermin-proof storages

to which the poorest family would have access. Whether an effort

should be made to go further and attempt to produce rice for the

commercial market is a matter for serious investigation* Despite the

heavy duties and consumption taxes now imposed on imported rice,

millions of pounds are still being imported, so that the chief effect of

such taxes has been to increase the cost of living* This whole question
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should be studied seriously before the government encourages a policy

of producing more rice for the commercial market.

To determine what non-sugar crops can best be produced, the

same general procedure suggested in the case of forestry and dairy-

ing is needed. The establishment of agricultural experiment stations,

attached to each provincial agricultural school, would make it pos-

sible to apply the scientific knowledge derived from the soil survey
to the production of new crops. The results derived from such experi-
mentation could be transmitted throughout the country by means of

the educational system already described. To make certain, however,
that this fresh approach to Cuba's agricultural problems will result

in widespread social benefits, further measures are necessary which
will be the subject of the next chapter.



CHAPTER XX

LAND COLONIZATION AND DIVERSIFICATION

A number of the political parties in Cuba today demand the enact-

ment of a program of agrarian reform, and we fully sympathize with

this demand. By making use of the knowledge derived from the soil

survey and from agricultural research described in Chapter XIX, a

program of agrarian reform can be intelligently carried out. A land

policy in Cuba might have the following objectives: (i) the develop-
ment of a greater number of independent, small-scale colonos in sugar,

coffee, and other crops; (2) the establishment of secure sustenance

homesteads for workers earning a cash income during a few months
of the year in sugar, or other established cash-paying industries; (3)

the creation of agricultural colonies for the dual purpose of produc-

ing (a) food for family consumption and (b) new cash crops.

This report has already indicated that ample land exists for the

production of sugar, tobacco and cattle, as well as for the purpose of

small farm colonization. The chief difficulty is, however, that with the

exception of inferior land, such as that found in the Zapata swamp
and the Maestra mountains, most of this land is in private hands.

What means should the state employ to acquire control of land of a

quantity and quality adequate for colonization purposes ?

i. A Land Policy

A proposal advocated by Communists is outright confiscation by
the government. Apart from legal considerations, the Commission
sees serious objections to this method of procedure. The analogy of

what has taken place in Russia arid other European countries is not

fully applicable to Cuba. In Europe a numerous peasant class, closely

tied to particular plots of land for centuries, has usually existed. But
this is not the case in Cuba. In the vast majority of cases sugar cen**

tralcs have paid hard cash for their land, often paying in excess of

what the land has afterward proved to be worth* This situation cre-

ates equities which cannot be ignored. Fear of land confiscation, more*

472
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over, inevitably creates opposition on the part of Cuban land-owners

and large corporations to any suggestion of agrarian reform. We have

indicated our belief that it is important to enlist the cooperation of

these interests, particularly in a program of immediate relief; conse-

quently a system of land reform should be adopted which is orderly
and equitable, which will not needlessly antagonize such interests, and
which would not cause a further psychological shock to the sugar

industry.
A program of land colonization would yield more fruitful results,

in our opinion, if the Cuban government made use of the following
methods for acquiring land:

1. Voluntary cession by private owners.
2. Judicial action to recover land illegally held.

3. Obligatory sale, payment being made partly in cash and partly by means
o internal bonds.

4. The imposition of a tax on unused land.

Voluntary Cession

Once the soil survey is completed and demonstrates that certain

land is unsuited for sugar, we believe that many owners will volun-

tarily cede a portion of such land to the government for colonization

purposes, provided they are assured that the land needed for sugar
will remain unimpaired and that they will be allowed to set off the

appraised value of the land ceded against their
,
taxes.

1 Under such

circumstances, voluntary cession may become a form of sale. We repeat

that every effort should be made to enlist the voluntary cooperation
of private enterprise in a program of agrarian reform.

Judicial Action

Some students of land tenure assert that during the Ten Years*

War and throughout the period between 1879 and 1895., numerous

land frauds were committed in Cuba at the expense of the state, and

that following the Spanish-American War, thousands of cabdlerias

of land owned by the state in the Province of Oriente passed illegally

into the hands o private individuals. A recent government report

states that ia many instances individuals and corporations have taken

land belonging to the state and induced local officials to assess a tax on

such land. This tax would be paid to the Municipal Council for a

period of years, and on the basis of such tax payments the person com-

1 Mr* Jeaks does not believe that this proposed set-oft is necessary*
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mitting the fraud would ask the appropriate judge to give title of

possession. The individual would then take this title to the tax office

of the central government, pay certain taxes, and proceed to register

the land as his own. By such means a new farm could be obtained

"without prejudice to a third party." Many government officials, it is

alleged, connived at such practices, and allowed individuals thus to

acquire land which belonged to the state.
2

Although foreign corporations purchased land from private indi-

viduals in good faith, believing that the title was sound, it is possible

that in some cases, particularly in Oriente Province, they acquired
land with defective origin. In a number of instances the government
has brought action on this ground and has attempted to upset land

titles. Critics declare that some of these cases have been inspired by

political hostility to foreign enterprise, and that no basis for the suit

exists. These are highly technical legal questions, involving, more-

over, the question of prescriptive rights, on which we cannot attempt
to pass judgment. Nevertheless, the belief is so widespread that some
of the best land in Cuba is now illegally owned that it might be desir-

able for the government to study these questions and to bring court

action if investigation justifies such a course. It is possible that by such

means the government may acquire land useful for colonization

purposes.

Obligatory Sale

Admittedly a government has the power of eminent domain
under which it can take private property for public purposes in re-

turn for compensation. As we have repeatedly indicated, no project

is more affected with a public interest in Cuba than a program of

rural reconstruction. We believe, therefore, that the government should

exercise the power of eminent domain if necessary to acquire land for

colonization purposes. This land should be paid for along the lines

suggested below, and no land should be expropriated which is needed

for sugar except for the purpose of giving title to colonos? The exer-

cise of the power of eminent domain or obligatory purchase should,

2 Cf. Ponencia de la comlsi6n de coloni^ac!6n y reparto de tmrus, /yj?4. Also Oelorio*
Haciendas comuneras, cited, p. 213$, Recently the charge was wade that "land-hogs"
(gcdfagos) were attempting to deprive certain peasant families of land which they had occupied
since 1868. For this instance and for a general attack against foreign methods of acquiring land
in Cuba, cf. the manifesto published by the Oriente Province Committee* oC the Partido
Rcvalucionario Cubano* Ahora t September 23, 1034.

8 Cf. p. 47<>, The reasons why we do not believe that the government itself should now
enter the sugar business are mentioned on pp. 230, 30^.
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moreover, await the findings of the soil survey, for it is only by means
of such a survey that the government may determine what land is

best suited for particular types of colonization.

In talcing non-sugar land from private owners for colonization

purposes, the government might make compensation in two forms.

For half of the value of the land taken the government might give
the owner internal government bonds paying interest, say, at 3 per
cent. For the remainder it might agree to turn over to the owner half

the sums subsequently received by the government in instalment pay-
ments from small settlers entering the colonization plan. The quan-

tity of internal bonds given by the government to the private owner

might be increased to the point necessary to compensate the owner
for the loss of interest incurred in waiting for these cash payments. In

view of the vast amount of uncultivated land held by private owners,
which in the past has been untaxed, we doubt whether the Cuban

government should go further in making cash compensation than in

the plan here proposed. Government bonds regularly bearing 3 per
cent interest would provide a more certain source of income than un-

cultivated land yielding nothing. As far as many individual owners

arc concerned, an interest-paying bond would prove more valuable

than payment of a capital sum in cash which might be quickly and

unproductively expended.
The value of uncultivated land in Cuba today is quite low, in many

cases less than $10 an acre. Should the government announce a pro-

gram of agrarian reform, the value of private land would probably
increase at once. If negotiations between the government and private

owners cannot result in agreement as to the value of the land to be

taken, the question should be referred for decision to a land court,

composed of three members familiar with land questions. This court

should approve all obligatory sales, and it might also be given juris-

diction over all appeals from private owners in any question affecting

the land colonization program. This tribunal would serve to prevent
administrative abuse*

Imposition of a Tax on Uncultivated Land

At present Cuba has BO tax on uncultivated land, a striking defect

in a country dominated by large holdings- In a previous chapter we
have advanced considerations in favor of a national land tax, after a

careful and scientific assessment of the land, As a provisional measure,
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moreover, it might be desirable to impose immediately a small tax on

land not used in the production of any crop. We believe that this tax

can be administered with the simplicity of an ordinary head tax, that

it would yield revenue amounting possibly to more than $1,000,000 a

year, and that it would encourage landowners to cooperate with the

government in its colonization program, or to utilize the land for

forestry or other purposes. Without passing judgment on the prin-

ciple of a progressive land tax, we have reached the conclusion that

such a tax would be difficult to apply under present conditions in

Cuba, and that it might be evaded by the creation of dummy holding

companies and other means. For the time being, therefore, a small

land tax, say of 10 cents an acre, might be levied on all uncultivated

land. There should be exempted from this tax all land on which

private individuals have set out reforestation projects, and all coloniza-

tion projects. Moreover, the appraised value of any land which the

owner voluntarily cedes to the government
4 should be credited

against this land tax.

By a combination of these different methods, the government
could, in our opinion, gradually acquire all the land needed for a

rural reconstruction and colonization program, without at the same
time disrupting the sugar industry. We reiterate that legislation should

make it clear that no land actually needed in the operations of estab-

lished industries, such as sugar or tobacco, should be taken by the

government for colonization purposes.

2. A Colonization Plan

One object of colonization should be the development of inde-

pendent small-scale colonos in sugar, coffee and other crops. At pres-

ent 75 per cent of the sugar cane is cut by colonos and a large propor-
tion of coffee is similarly produced. Only a minority of the colonos,

however, own any land. The practice is to rent the land from the sugar
central or other owners. The government would do well to encourage
the acquisition of land by colonos, because it is through ownership
that the colono can best gain the security of status which will pro-
vide him with a sufficient incentive to improve his standard of living
and diversify his crops. Toward this end legislation might be enacted

providing that any colono wishing to buy a given piece of land could

make a declaration to this effect before a local tribunal The tribunal
* For Mr, Jonlcs* reservations, cf. p. 47^, footnote a

.
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would transmit this declaration to the Development Commission, in

the event that it is established, or to the Department of Agriculture. A
representative of one of these agencies would attempt to negotiate pur-
chase of the land from the owner. Legislation might provide that the

colono could purchase such land from the owner on the basis of thirty-

three annual instalments, in accordance with a contract guaranteed by
the government. Should the government and the owner fail to reach

agreement on the question whether the sale should take place or

regarding the amount of the purchase price, the land court described

above could have the power to order such sale and to fix the value at

which the land should be sold.
r>

It is desirable that legislation defi-

nitely limit the amount of land which a colono might thus acquire,

probably to two caballerias* From the social point of view it is unwise

to increase the number of large-scale colonos who act only as mid-

dlemen and employ cane-cutters on the same basis as the central?

Some sugar interests who favor the colono system nevertheless

oppose suggestions that colonos actually own land. It is pointed out

that an important reason why in the past a central would expend

large sums in the purchase of land was to protect its cane zone and

prevent near-by colonos from selling cane at a higher price to a com-

peting central. The fear is expressed that this danger would again

5 Mr. lluell believes that the development of independent colonos should be encouraged by
the imposition oj a surtax, say oi one cent a ba 9 on nil sugar produced by administration

earn* or controlled colons. In view of the carciul records now kept, this tax should not be

difficult to administer. In the absence of such a tax, it will be virtually impossible to establish

the colono system on ,su#ar estates now operated on an administration basis, and thus unjustly
discriminate agaimt mills now following the colono system,

Mr. Ximmermnn makes this reservation: "Any mandatory legislation concerning the right

to purchase a given piece of land would lead in the long run to so many millpractices that the

sugar industry would be badly handicapped. Cuba can continue to pay its relatively higher

wages on the condition that its sugar industry remain exceedingly efficient. Moreover, such

legislation might easily become an instrument of blackmail* The assumption that one
form of production is preferable (cohno vs. administration) confuses the issue, The problem
is economic efficiency. It is not clear as to which is the more efficient, colano or admin-
istration cane, so that any one? solution cannot ln pointed out. The probability is that in some
ccntniles administration cane is more efficient* and in others, colono cane.

"Improvements in social conditions in Cuba should come about as far as humanly pos-
sible without interference with the working of laisscv. faire economics in the interior rationali-

sation o the sugar, tobacco and other export industries. The aim is to preserve or to secure

as high a money income as possible for the Cuban worker and to make social adaptations
in those phases of life which will not interfere any more than necessary with the interior

organization of sugar production,
"It is, moreover, unwise to lay down clear-cut conditions concerning the establishment of

government leases for new sustenance farms, The securing of a good income for Cuban farmers

and rural dwellers is the objective of any agrarian reform* If it can be woikcd out chiefly

through the existing estates which already #ive a cash income that 5$ sufficient* Any theoretical

scheme for the reorganisation of the whole economy is a matter upon which I do not wish

to pass judgment. The problem of the Cuban is production* not systematic organization,"
$Mr, Jenks makes a reservation, expressing the belief that there is a place in the Cuban

economy for mediunvsissed cohnos, as an outlet for the business energies of Cubans of small*

independent capital resources.
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appear should a large number of colonos acquire the independence
which arises out of full ownership of property. From the point of

view of the colono, much may be said for the principle of competi-
tion between centrales for colono cane. But assuming that under a con-

trolled market such competition may prove injurious to all concerned,

we do not believe that the prospect of unrestricted competition among
centrales over cane zones is nearly as great today under the quota sys-

tem as when the crop was free. The operation of the present quota

system tends to protect existing cane zones, regardless of whether

colonos within such zones own or merely lease land. On the other

hand, if government legislation lays down definite norms in colono

contracts insuring colonos fair payment and treatment by centrales, a

government plan providing for colono landownership might also

contain provisions definitely protecting existing cane zones.

A second object of colonization is to create sustenance homesteads

consisting of individual plots for the several hundred thousand agri-

cultural workers already receiving a cash income during a few months
of the year from sugar, tobacco and other established enterprises. In

a previous chapter we have outlined an immediate program under

which sugar workers might obtain nominal leases and secure imme-
diate assistance in sustenance farming from the central}

Assuming that the centrales carry out this program, the object of

a government plan would be to develop the sustenance communities

thus tentatively inaugurated into permanent and secure colonies. By
making use of one of the means of acquiring title previously described,

the government might gradually convert the leases held by the work-
ers from the central into permanent titles, under which the worker

may gradually acquire ownership. The central owner might be will-

ing to cede his title to the government if, in return, he could count

on the colonia as a secure source of labor supply. If voluntary cession

were not possible, the government might resort to a form of obliga-

tory purchase described above, paying the central in internal bonds
and in cash. On the other hand, the government may decide that in

certain areas security can be achieved by working out with, the com-

pany a system of perpetual, or lifelong leases, capable of being
inherited by an heir living on the property. Along with this develop-
ment, the government would create in the heart of each of these suste-

nance colonies a center of community life, revolving around the work
of the local agricultural agent* Once a colony is established the

7 Of. p. 445.
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jurisdiction of the food manager of the central, described previ-

ously, would be withdrawn; and the full responsibility for the settle-

ment, including sustenance activities as well as housing, should rest

with the government. At the same time, government and private capi-

tal will find it mutually desirable to cooperate fully in correlating

the sustenance programs within the colony with production programs
of the sugar and other industries.

In the comparatively well-populated western provinces it might be

possible to establish enough colonias on sugar properties recruited

from the unemployed in cities and small towns so that workers need

spend only four hours a day in cane-cutting and other field opera-

tions, devoting the remainder of the day to their own fincas. An effort

might also be made to move unemployed families in the west to colo-

nies in the eastern provinces where there is still scarcity of labor sup-

ply. The colonization units of the United Fruit Company at Preston

demonstrate that this form of settlement is not only practical but

desirable for both worker and employer, although the plan is defec-

tive in that it fails to provide colonists with security of tenure*

A second type of agricultural colony may be established in virgin

areas where inhabitants are not already settled or where it is neces-

sary to create not only sustenance farming but cash crops. These colo-

nies might consist of general farms as large as two or three caballerias.

The settlers placed on such farms should when possible have had pre-

vious agricultural experience; they might be colonos who have been

forced for one reason or another to surrender their land. Wherever

possible these general farmers should be selected from those who have

a little capital with which to start. Farms of this type would be large

enough to raise food as well as products for sale, such as livestock and

fresh vegetables, according to the demands of the market and the

recommendations of government agencies.

A final type of agricultural colony might consist of smaller farms

settled by workers,, some of whom may have been unemployed in

the cities. These farms might be established adjacent to villages and

cities and some plan developed to provide part-time cash employment
for such workers* For a time at least these colonies of inexperienced
farmers might be operated by government agencies as a community
farm similar to the plan worked out above for the batey. Obviously
these general suggestions can be worked out in detail only when the

proper machinery of reconstruction w established*

When possible the colonies should be linked up to the Central
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Highway, or to an important railway center or port by good lateral

roads. In place of the traditional company store the needs of such

colonies might be served by storekeepers licensed by the government,
or by agencies of the marketing organization established by govern-

ment initiative as an integral part of the community center unit.
8

These developments should not be prematurely forced, but if the

community center plan succeeds in arousing the enthusiasm and en-

listing the loyalty of the guajiro, it may logically expand in a thousand

different directions.

The remaining question to be decided is the type of individual

title to be given the settlers in these colonization areas, and how the

title should be acquired. In cases where the government starts com-

munity farms, as for workers living in cities, title to the farm would

vest in the government. In cases where individual plots are estab-

lished, a form of individual title and purchase plan should be devised.

It would be unwise for the government to subdivide land acquired

by it from private owners, and give it to settlers without asking any

payment in return. It would also be unwise to give full title to these

settlers which would make it possible for them to alienate their land

or not use it properly. In a recent plan for land colonization drafted

by the Cuban Department of Agriculture,
9
a settler in an agricultural

colony would be given an opportunity to purchase title by means of

eighteen annual payments, or a capital sum not exceeding $1,500. In

our opinion these terms might be adequate for the larger type of

farms above discussed, but would be extremely burdensome in the

case of sustenance workers deriving a cash income from sugar or

tobacco. In the case of such workers, the government might sell the

land at a much more moderate sum, while in the case of the larger
colonization units the annual payment might be greater but extended

over a period of, say, thirty-three years. We do not believe that it

would be equitable to assess annual purchase payments for land much
in excess of the rent normally paid by colonos. We further believe

that it is only fair that, in the case of land acquired by the govern-

ment, cither by voluntary cession or eminent domain, the government
should return to the former owner half of the annual payments made
by the settler.

Under the agricultural plan recently drafted by the Cuban Depart-
ment of Agriculture, settlers would acquire land in an agricultural

*Cf. pp. 450, 48*5.

Of. Voncneitt, cited.
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colony on condition that the property is inalienable, and that not more
than five hectares may be inherited by any one person. The settler

would also sign a contract in which he would promise to reside on the

property and to work with his hands. No owner could possess more
than one such property. He would be obliged to follow the instruc-

tions of the technical official regarding the kind of seed to be sown,
and the government might require that half of his area be planted with

any product deemed necessary for exportation or internal consump-
tion. Many of these principles seem sound and should be considered

in a plan for agricultural colonization.

To insure success the government should proceed slowly and care-

fully with its program of agrarian reform. A land colony cannot be

established on a sound basis until after the soil survey has demon-
strated the possibilities of the land, and after the government has

established the necessary machinery of supervision and technical assist-

ance. This does not mean the postponement of the establishment of

colonies until the final completion of the soil survey at the end of

eight years. It does mean that as soon as a soil survey of a given

municipio is completed the agricultural engineers should determine

what kind of crops might be produced in that area, and also whether

a market for such crops can be found. As an experiment during the

first year, five agricultural colonies having a total of 500 individual

homesteads might be established. These homesteads might be erected

at an expense of $1,000 each or less. On the basis of this early experi-

ence, the plan could be extended in the future.

To summarize, a permanent program of agrarian reconstruction

could have the following aims: (i) the establishment o community
farms attached to the batcy under which the ownership of the land

remains vested in the central, but the produce is owned by the com-

munity of workers; (2) the encouragement of independent colonos

by means of an obligatory purchase system carried out under govern-

ment intervention; (3) individual sustenance homesteads for workers

in established pursuits, whether agricultural or industrial, organized

in communities having the community center as their basis and buy-

ing their land from the government on a moderate instalment plan;

(4) colonies for the production by individual settlers of food and new
cash crops; (5) community farms for the industrially unemployed or

partially employed*

By means of such a program, land unsuited for sugar production
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might be gradually withdrawn and devoted to other types of produc-

tive effort. When the soil analysis has been made, and arrangements

for caring for the necessities of any displaced workers are worked

out, it will be opportune to consider which sugar mills are least

efficient and may be withdrawn from production. When this time

arrives Cuba may discover that its average costs of production have

been so reduced that all of the centrales may find it possible to operate

within the limits of present production controls, and even that such

controls may be gradually withdrawn without imperiling the social

welfare of the community.

Cost of the Plan

The establishment of this program will obviously impose a burden

on the government budget. We believe that if the government is

strong enough to reduce military expenditures, completely suppress

botdlas, and establish a rigorous accounting system, several million

dollars may be saved in the existing budget. It is probable also that

government revenues will increase generally when a measure of eco-

nomic recovery takes place. By the adoption, moreover, of the dollar

exchange currency system, the tax on uncultivated land, and a small

progressive export tax on sugar, new sources of revenue may be

tapped.
While the Commission recognizes the importance of restoring

Cuba's credit and resuming debt payments, it does not believe that

the inauguration of a reconstruction program should await resump-
tion of amortization payments*

10 The condition of misery in Cuba is

so widespread that no government having the interest of its people at

heart can delay ministering to these needs until after it has resumed
such payments. From the point of view of private enterprise and the

government, the adoption of a colonization program similar to that

here presented is the best guarantee of future stability. This program
will remove the grave social and political dangers inherent in a situa-

tion under which the mass of the country population can find steady

employment only several months during the year. From the point of
10 Much the same view was endorsed by the Monetary and Economic Commission oC the

London Economic Conference, which declared: "As regards Slate loans, it is in the Interest
of the creditors themselves to conclude arrangements o such a nature as will permit the adop-
tion at the same time of a programme of economic and financial restoration by the debtor
countries and its effective application."

Mr. Zimmerman makes a reservation: "J hold that no public body has the moral right to
recommend any such program. We cannot continue to have the economic values of capitalistic
production and at the Mime time* publicly assault its fundamental
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view of the people, the government, and private enterprise, a coloniza-

tion program and agrarian reform is of fundamental importance.

3. New Industries

The energies of the government and private enterprise should be

devoted in the future to the diversification of agriculture, for the pur-

pose of meeting the immediate needs of the Cuban people, particu-

larly during the dead season, and secondarily to develop new commer-
cial crops. The same considerations should dominate dairy policy. In

addition we believe that it may be possible for private enterprise or

the government to develop certain industrial and mineral products, at

least to a limited degree.
11

Many suggestions were made to the Commission in regard to the

development of new domestic manufactures. Thus the use of molasses

in the production of alcohol for motor fuel is advocated as a means
of stabilizing the sugar industry, providing a substitute for at least

a certain proportion of fuel imports, and possibly providing a new

export. The production of alcohol for motor fuel in Cuba has in-

creased from 25,000 gallons in 1930 to 2,925,000 gallons in 1933. On
several occasions Cubans have proposed the enactment of legislation

making obligatory the blending of alcohol with gasoline.
12 A large

number of countries throughout the world have enacted such legisla-

tion with, on the whole, successful results.
1 ** On the other hand, the

use of alcohol, according to some critics, decreases the mileage ob-

tained from a gallon of motor fuel and corrodes the cylinder of

internal combustion engines. The particular difficulty in Cuba, how-

ever, is that so long as molasses retains its present price level, it is

more profitable to export the molasses than to convert it into alcohol.

While it may be possible to increase the production of molasses, it

should be remembered that the Cuban government now derives a

comparatively large revenue in the form of import duties and internal

taxes from gasoline, which would presumably be lost with the substi-

11 Apparently no thorough geological survey has been made since the first American occupa-
tion. Cf. Inform? sohre an reconocimicnto gtoltigtco de Cuba, practicado por disposition del

General Leonard Wood por G. Willurd Hayes; T. Wayland Vaughan, y Arthur CX Spencer,

Gefllogtw, X0ox. Translated from the English and reprinted by the Direccio'n de Montes y Minas,
Sccretttrfa de A#rkultura Comereio y Trabajo (Havana, 1935)- *a framing new mining

legislation, care should be taken not to give a single group any monopoly of the right of

prospecting* and reserving adequate royalties to the state*

13 Juan Maspons Franco, L& reorgmmadon de la tndwtrfa dcohoUrtt y reforms del sistcma

tributme ie fas impuettos fa tmprSstito de &5x>oo,oo (Havana, March 15, 1932), Cfc the

diKcustiion at the Havana Rotary Club, a* reported in the Diane de la Maritta, August 3* 1934*
* Us* of Alcohol from Farm Products in Motor Far*/, Senate Document No. 57> 73'd

Congress, ut Session.



484 PROBLEMS OF THE NEW CUBA

tution of domestic alcohol. It is therefore possible greatly to exag-

gerate the returns from this alcohol development; nevertheless, we

believe that the proposal is deserving of careful study.

A pressing need in Cuba is improved housing and furnishings

particularly in the rural districts. A study under government auspices

of housing requirements, of appropriate and economical materials,

and of sound construction technique, together with provision for edu-

cation of the population in the results obtained, might well enable

the people to have greatly improved housing at little if any increase

in cost. A similar study of furniture, adapted to the climatic conditions

of Cuba, well-designed and inexpensive, could do much to stimulate

the sale and ameliorate the dearth of such equipment.

Tourists

A quasi-export industry of great past and potential importance is

the provision of services to tourists. The successful prosecution of this

industry depends upon concerted efforts which can be well rendered

only under governmental direction. The preparation of attractive itin-

eraries and programs for tourists; the establishment of an active tourist

service bureau; the provision of inexpensive and typical entertainment

for all categories of visitors; pageants, carnivals, regattas, excursions

to points of historic interest; these are forms within which business

might be developed. At present the majority of tourists limit their

visit to Havana; if adequate transport and hotel facilities were pro-

moted many tourists could also be attracted to the bathing beach of

Varadero, to the medicinal waters found in the Trinidad mountains,
as well as to numerous points in Oricnte Province which should hold

some historic interest in view of the battles fought in this province

during the Spanish-American War, Shameless exploitation o tourists

by irresponsible individuals should, so far as possible, be prevented,
and a free aid and information service easily brought to the attention

of the visitor, who must come by ship or plane, would almost cer-

tainly repay its cost many times over* Fundamentally the development
of the tourist traffic depends on the restoration of political peace and

public order.

It is easy for enthusiastic promoters and officials to rush into new
agricultural, mining and industrial ventures without adequately study-

ing the possibilities of production on the one hand or marketing on
the other. Consequently, the chief result of their efforts is to waste capi-
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tal and create widespread disillusionment. Moreover, it is impossible
for a general investigation, limited only to a few months, such as that

undertaken by the present Commission, to do more than indicate the

general lines of possible development. What is important is to place
the whole reconstruction and diversification program under a cen-

tralized agency, which should serve as a liaison between existing gov-
ernment departments and carry out or supervise the execution of the

interrelated functions of research, administration and education. For

this purpose we have suggested the establishment of a Development
Commission, in a previous chapter, to take charge of the program of

community centers and land colonization. We shall briefly outline

other tasks which the Development Commission should undertake in

at least a supervisory capacity.

We have already mentioned the importance of research in relation

to the successful inauguration of a program of agricultural diversifica-

tion, dairying and forestry. Such research could be carried on in the

existing schools of agriculture and forestry and in the other agencies

previously mentioned. Similarly it is desirable to establish a research

agency in the diversification of new industries and the study of new

markets, as part of the marketing organization mentioned below.

4. Marketing Organization

The production of agricultural commodities or the development
of domestic industries, except for immediate sustenance purposes, is

likely to be unprofitable unless the producer is provided with an ade-

quate marketing service. Under the Machado regime the cattle indus-

try was handicapped by the so-called Meat Trust in Havana. At

present fresh vegetables are shipped from Gxiines to New York on a

consignment basis, without the Cuban shipper knowing the state of

the New York market. In numerous instances such transactions yield

only heavy losses. Similarly the coffee industry is handicapped not

only by a system of medieval financing, but by the absence of any

syvStem of standardization* In Palma Soriano growers have organized
a cooperative society called the Bloc Agricola, which hulls the coffee

of Its members and markets other farm produce, but the enterprise

is still weak. If coffee is to yield the best possible return, some means

of improving not only the financing but marketing of the crop must

be found.

A single selling agency, able to divert products from glutted to
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sparsely supplied centers of consumption, to store non-perishable crops

over the period of congestion of supply, to offer premiums for superior

quality, to provide adequate transport, and to make financial arrange-

ments for growers, is of the utmost importance to a program of

diversification. Lacking such a service the small producer may be

forced into overcrowded lines at the instance of creditors who are

more interested in a ready market for the crops on which they hold

liens than in the net returns to the grower. If the latter is unable to

withstand this pressure he may be compelled to sell, under distress

conditions, to those whose interest leads them to depress the prices

paid to producers as much as possible. In any event the individual

sale of a small output must, in the absence of organization, involve

great wastes in marketing, the cost of which inevitably falls on the

primary producer.
In theory, the function of marketing should be performed by co-

operative associations, spontaneously formed by local producers. But

the development of such cooperatives involves a discouraging strug-

gle, even in the most highly developed countries; and for that reason

we believe that government agencies must take the initiative in estab-

lishing marketing facilities. We suggest therefore that the government
establish a central marketing organization, operated in the interests

of producers, with facilities for warehousing, cold storage, transport,

and finance. The capital for such an organization might be provided
in part by the government and in part by the sale of bonds at home
or abroad. This marketing organization should be made responsible
to the Development Commission in case this latter body is established*

Provision should be made for the gradual acquisition of ownership
by the cooperatives which it would serve. Close relationships between
this marketing corporation and the agricultural bank suggested in

Chapter XIV should be established and all the short-term borrow-

ing necessary for the corporation should be provided by the bank.

Direct loans made by the bank to agricultural credit associations or

others should, whether or not at the instance of the corporation* be

conditional on an undertaking by the producer to market through
the corporation* The latter would reimburse the bank for its loan out

of the proceeds of the sale of products.
The corporation would be forced by competition to arrange for

advances to producers during the growing period of crops, but it

should attempt to build up the cooperatives for which it acts so as to

shift this task to them as rapidly as possible* A major task of the cor-
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poration indeed would be education in, and promotion of, cooperative

activity. Local initiative in this respect should be encouraged whether
the cooperatives were organized on a community or a crop basis. Or-

ganization on a crop basis would be more immediately appropriate but

community cooperatives could readily be assimilated into a compre-
hensive financing and selling agency.
A division o the corporation might be devoted to research and

information. One of its principal functions would be to discover and

develop markets; to learn the desires of consumers as to grading,

packaging, and methods of sale; to impart this knowledge to pro-
ducers and to insist on its application. A statistical, price, and crop

reporting service would be required and this information, along with

other educational activities, should be carried back to the primary

producer. Every local cooperative should have daily price, market

and weather reports by radio from the central agency and information

on plantings, condition of crops, and the like should be made avail-

able as it accrues.

The section on research should not only devote its attention to

the methods by which a properly diversified economy can be suc-

cessfully established in Cuba, but should study the procedure of other

countries in both production and marketing, and turn its conclusions

over to the section on information for propagation.
Close contact should be maintained with the research and educa-

tion division of the Department of Agriculture so that the activities

of that body may not be duplicated. Supervision of the local coopera-
tives will be necessary and this might be attained through the Develop-
ment Commission or the Extension Service of the Department of

Agriculture.
14

The cooperative is itself a great teacher and one of the earlier

activities of the corporation will be to develop a trained personnel for

the promotion of local cooperative units and their instruction in co-

operative activities. Such cooperatives should be attached to the com-

munity centers. The way of the cooperative is not easy and a warning
should be entered against excessive optimism and liberal extensions

of credit. In the beginning a competent manager of long experience

in eooperative marketing might be retained. The cooperatives should

14 In this connection the Jamaica Cooperative Marketing Association might foe studied.

In Law No, 6, November 19*8, the Jamaican government authorised the Jamaica Banana
Producers* Association to issue debentures not exceeding 5 per cent in interest and j 200,000
in value to be applied to the purposes of the association. In Law No, 25 o

^1930
the Jamaican

government loaned j 50*000 at 4 per cent to the Banana Producers' Association*
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aim to include in their membership only the more intelligent and

energetic farmers and to demonstrate to these men the advantages
which they can thereby attain. Small producers need, but do not have,

the facilities for education and research, not only in agricultural tech-

nique but in marketing, which are open to large business units. This

service can probably be supplied only by governmental activity, and

its proper use depends on an intelligence comparable not to that of

the rank and file of workers in large-scale enterprises but to that of

the managers of important business organizations.
15

5. Tariff Policy and Commercial Treaties

So long as the quota system for sugar prevails, protection seems

destined to have a more or less permanent place in Cuban economy.
The quota system may yield a price sufficient to give the sugar worker

a higher return than that received by workers in articles produced
on an unprotected market. Nevertheless, the restrictions on production

imposed by the quota will dam the flow of labor into cane production
which otherwise would take place as the price of sugar increased and

thus prevent the equalizing effect on wages of all type*; which such

a flow would bring about. Some form of protection may be desirable

therefore not only to obviate a possible undue wage discrimination

against workers in the non-sugar crops but more probably to prevent
the exploitation of sugar workers through the payment of wages much
lower than the price of sugar would justify. A policy of protection

should operate to offset some of the possible adverse effects of sugar

quotas upon general wage levels.

Nevertheless the form of protection applied by Cuba since 1927
has been extremely defective. Excessive duties have been applied with-

out regard to their effect on the cost of living generally; in many cases

they have been imposed to benefit political favorites* The history of

the United States also shows that the principle of protection may be

easily abused. To prevent such abuses, the Cuban government would
do well to adopt tariff principles recommended by the Montevideo

conference of December 1933, one of which provided that protective
duties should be eliminated which have been in effect for a consider-

able period of time without having brought about domestic production
* fi Mr. Zimmerman makes the reservation; "Most government experiments In marketing

have resulted in losses, and the carrying out o thU program will probably haver the name
result. A .study o marketing with popularisation of beneficial conclusions would probably be
as far as the public agencies could go without loss."
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equal to 15 per cent of the total domestic consumption. It might also

be well to adopt the principle that no protective duties higher than

50 per cent ad valorem should be enacted. Cuba should, moreover,

carefully study the question whether universal articles of daily con-

sumption, such as rice, should be subject to any but moderate duties.

In view of the fact that Cuba has concluded commercial agree-
ments with two of its leading customers the United States and Spain

it is not improbable that Great Britain will take steps to negotiate
a trade agreement with Cuba. Great Britain is Cuba's second best

customer and, despite the British policy of subsidizing domestic sugar

production, British purchases of Cuban sugar have steadily increased.

Nevertheless, Great Britain buys much more from Cuba than it sells.

For the eight years preceding 1932 British purchases from Cuba aver-

aged $30,448,625, while Cuba imported from Great Britain an average
of only $9,280,000. Largely as a result of the Cuban tariff of 1927,

British exports of condensed milk, vegetables and cottonseed oils have

entirely disappeared. It is not impossible that in the future Great

Britain, if dominated by nationalistic considerations, will demand that

Cuba make concessions on British goods so as more nearly to equalize

trade between the two countries. A previous chapter indicates that the

trade agreement between Cuba and the United States leaves the door

open for such concessions. It should be remembered, however, that

any e/Tort to ojffset Cuban exports to Great Britain by Cuban importers

from this source may destroy so-called triangular trade of great value

to the British Empire. For example, during the eight-year period,

1925-1932, Indian shipments of rice to Cuba equalled and in some

cases exceeded the total value of all exports to Cuba from the United

Kingdom. On the other hand, India imported practically nothing
from Cuba, The latter country was able to pay for this rice only

with the exchange derived from an export surplus to Great Britain or

other countries.

The trade between Cuba and other countries deserves serious study,

particularly in the case of Latin America. At one time Uruguay ex-

ported large quantities of tasajo (jerked beef) to Cuba, and purchased

relatively small quantities of aguardiente (liquor), tobacco and other

products in return* Cuba sacrificed this trade in order to develop

domestic tasajo, an effort which has met only with indifferent success.

Should Cuba be willing to return to the 1927 duty on tasajo, Uruguay

might be willing to purchase say 5,000,000 litres of sugar aguardiente
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annually from Cuba.16 Even greater possibilities would seem to exist

in the Caribbean. Cuban shoes should find an increasing market in

Central America; Cuban food and dairy products should be consumed

in Puerto Rico, thus freeing the latter territory from dependence on

higher-priced imports from the United States. The trade agreement
of August 1934 between Cuba and the United States contains a pro-

vision designed to assure to Puerto Rico the lion's share of Cuban

coffee imports if, because of hurricane and other factors, the Cuban
coffee crop is damaged. For the time being, however, this provision is

not likely to be of much importance; moreover, it does not facilitate

the purchase of Cuban goods by Puerto Rico, and this end cannot be

accomplished so long as the United States follows its present tariff

policy toward Puerto Rico. One means for assisting the difficult social

problems of this territory and of increasing Puerto Rican-Cuban trade

would be for the United States to grant tariff autonomy to Puerto

Rico, thus making it possible for Puerto Rico to conclude a commer-

cial agreement directly with Cuba.

To study and administer the problems relating to the tariff and

commercial treaties generally, the new Development Commission

might create a section devoted to tariffs, or the Cuban government
could follow the example of many countries and establish a tariff

commission*

Summary

To summarize, a reconstruction program in Cuba might have the

following features:

i. A plan under which each sugar central would set aside the

use of its land for sustenance purposes, and appoint a full-time food

production manager.
2* A government system of agricultural education, to be developed

gradually into a community center plan, including public nursing and
social welfare.

3. A scientific soil survey, extending over a period of eight years.

4. The development of a forestry program by the government and

private enterprise*

5. A land policy under which the government would acquire land

for colonization purposes by voluntary cession, judicial action to re-

10
Ci". Benjamin Ferndndess y Medina, Porqu$ debe ecMrmtr <?/ tr&fadQ de $<# con el

Uruguay (Havana, 1932). Dr. FerntadtK y Medina Is Minbter o Uruguay in Cuba*
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cover land illegally held, obligatory purchase, and the imposition of

a tax on unused land.

6. A provision making it possible for any colono to purchase his

land on the instalment plan directly from the private owner.

7. The development of government colonization projects for the

purpose of providing sustenance crops (a) to workers deriving some
cash income from an already established industry, (b) to farmers

developing new sources of cash income through general farming and

dairying, (c) to unemployed or partially employed workers attached

to villages and cities.

8. The development of a limited number of new industries, fol-

lowing careful research and the opening-up of markets.

9. The establishment of a government marketing organization,
financed by a government agricultural bank, and the development of

local cooperative associations.

10. A moderate tariff policy including the negotiation of new com-

mercial treaties.



CHAPTER XXI

SUMMARY AND CONCLUSIONS x

The overthrow of the Machado dictatorship aroused the hope of

many Cubans and Americans that the Republic of Cuba had entered

on a new period in its history. The revolt of 1933 was directed not

only against Machado personally, but against the economic and politi-

cal systems which he had come to symbolize. This revolt was accom-

panied by a widespread demand to end the instability of the old eco-

nomic system, raise the living standards of the masses, and give the

Cubans a greater degree of control over their own resources. There

was also evident an urgent desire for the termination of the irrespon-

sibility, unproductiveness and corruption which had existed under

the old political system.

i. Summary of Recommendations

Although Machado and his regime have passed, Cuba is still con-

fronted with serious difficulties of an economic and political nature,

on whose solution the future of the Republic depends. From the eco-

nomic point of view, Cuba now has an opportunity to reorganize its

economy so as to provide more adequately for the minimum wants of

its people.

Largely as a result of the new commercial policy of the United

States, the Cuban sugar industry has been saved from further decline.

Nevertheless, Cuba cannot expect to market in the predictable future

more than 3,000,000 tons of sugar, although its present economic sys-

tem is equipped to produce more than 5,000,000 tons. Hereafter the

sugar mills will grind probably not more than two or three months
a year. During this period they will employ a full complement of

labor; but for the remainder of the year, known as the dead season,
a large proportion will receive no employment from the sugar indus-

try. The most important task before Cuba is to develop non-sugar
crops to take the place once held by sugar, develop sustenance farm-*

1 Mr. Zimmerman coincides only with the first portion of this chapter* which is a restate-
ment of conclusions from the other chapters. lie does not fcol willing to give an opinion on
.sections two and three.

49*
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ing to support the country population during the dead season, and
create an agricultural middle class. Cuba has ample resources for these

purposes and for the development of new exports and industries with-

out adversely affecting sugar or any other established industry.
In this report the Commission has surveyed in some detail the

needs of the Cuban people, and has indicated the importance of

developing public health, education and social welfare. Such develop-
ment in part depends on the increase of economic activity. While the

reconstruction of Cuba cannot take place without reliance on foreign

trade, fundamental measures of internal readjustment have become

necessary. In shaping its recommendations concerning these subjects,

the Commission has been unable to accept either the view of certain

interests that economic recovery should be left entirely in the hands

of private enterprise, or the view of radical thinkers that the Cuban

government should embark on a program of complete socialization.

The task of meeting the economic needs of Cuba cannot be left to

private capital. The problem of the dead season, and of improving
rural life requires long-range planning on the part of the Cuban gov-
ernment. At the same time the Commission is not blind to the defects

which in the past have permeated the island's political life, and it has

wished to avoid saddling the government with premature responsi-

bilities in fields not of immediate and fundamental importance to the

welfare of the people. The program advanced in this report, in the

opinion of the Commission, is of a type which the Cuban government

may successfully undertake, provided it has the will to carry out a

program of social and economic reconstruction. Should the Cuban

government fail to inaugurate a program of reconstruction, the recent

change in the commercial policy of the United States may tend to

resurrect the old economic and political system which the revolution

attempted to overthrow. The question whether the United States will

perpetuate its latest tariff reductions may depend on the extent to

which the Cuban government attempts to distribute the benefits of

such reduction among the Cuban people generally.

Some of the more important recommendations advanced by the

Commission may be summarized as follows:

1. A land policy under which the Cuban government would acquire land for

the purpose of developing small holdings, making compensation in internal

bonds or cash.

2. The development of a program of diversification by (a) establishment of

agricultural colonies, (b) promotion of agricultural research and education.
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(c) creation of a marketing organization under government auspices, (d) adop-

tion of a scientific tariff policy.

3. The development by the Cuban government of a program of agricultural

education, public health nursing, medical research and social welfare.

4. A soil survey, initiated with the assistance of foreign surveyors, for the

purpose of providing a scientific basis for diversified agriculture, forestry and

dairying; and for the development of independently owned small farms.

5. The enactment of legislation requiring each sugar central to set aside land

on which its workers may produce food, and to appoint a full-time sustenance

manager to develop food production,
6. An international sugar agreement under which leading sugar-importing

countries would agree to adopt the quota system of the United States and under

which the life of the Jones-Costigan Act and the Chadbourne plan would be

extended. The chief purpose of such an agreement would be to increase the

world price for sugar.

7. The imposition of a tax on unused land for the purpose of encouraging the

development of millions of acres of uncultivated areas in private hands, and also

of a progressive export tax on sugar for the purpose of increasing revenue and

imposing a brake on undue expansion of sugar following a marked price in-

crease.

8. The establishment of an Agricultural Bank to encourage diversification

and local cooperative associations.

9. The adoption of a dollar-exchange currency system, which would give
Cuba a safe and equitable national currency and which might yield to the Cuban
government an initial profit of about $15,000,000 and an annual revenue of a

million dollars.

10. The establishment of a Public Utilities Commission, to have jurisdiction
over light, power, telephones, railways and highways.

The adoption of these or similar measures would improve the con-

dition of the sugar industry, provide the government with greater

revenue, and bring about the development of a growing number of

independent small farmers. Many of these measures are aimed at the

immediate problem of sustaining the population during the so-called

dead season; some are of a character which the Cuban government
could initiate at once. At the same time, these measures would serve

as guide posts for the gradual re-orientation of Cuban society, Such
a re-orientation involves the development of Cuban enterprise and

resources; it also involves the improvement of public health, education

and community life especially for the masses of the people who now
live in deep impoverishment and, in many cases, semi-starvation.

In this report the Commission has suggested that the Cubans

engage the services of a few foreign experts in connection with the

installation of a system of government accounting, public utility regu-
lation, soil survey and agricultural banking* Numerous objections to

the employment of foreign experts have been raised in the past, and
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we sympathize with these objections. Some of these experts were

indirectly representatives of the American government or powerful
financial interests, and their advice was consequently suspect. Some
of them charged excessive fees. This type of expert may of course

do Cuba more harm than good. At the same time Cuba is in need

of competent scientific assistance and should not hesitate to obtain

it from all available sources if the result is to be beneficial to the coun-

try. For the purpose of training technicians, Cuba should establish

the necessary institutions as quickly as possible and send qualified

Cubans abroad for a period of study. Eventually Cubans will have

the technical equipment needed for every phase of a reconstruction

program. In the immediate future, however, the Commission believes

that Cuba would profit from the employment of a small number of

foreign assistants, having not only academic knowledge but years of

practical experience. They should be private persons, selected in com-

plete independence of any foreign government and after consultation

with the best scientific societies in the world, the technical bodies of

the League of Nations and the International Labor Office. Recog-

nizing the value of such assistance, some of the most important gov-
ernment institutions of the world have made use of foreign experts

within recent years. The Bank of England has employed American

economists, Soviet Russia has made use of countless foreign experts,

FavScist Italy has welcomed the medical assistance of the Rockefeller

Foundation. In the light of these examples and in view of the press-

ing needs of Cuba, the Commission makes its suggestions regarding

expert assistance, fully confident that they will not be misconstrued.

2. The Political Problem

While this report has been concerned primarily with economic and

social problems, it cannot avoid the fact that the solution of these

problems will depend largely on whether Cuba has a government
which is dominated by a desire for, and has the capacity to carry out,

measures of reform. The mounting difficulties of the government in

maintaining order during the past year, and in reorganizing the con-

stitutional structure of the country, would indicate that the political

problem is far from solved.

It is the hope of the Commission that some means may be success-

fully found for establishing a constitutional regime in succession to

the provisional government and a regime which has a desire to carry

out fundamental reconstruction measures.
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Once this immediate problem is solved the question will arise

whether the traditional forms of political and administrative machin-

ery are adequate to cope with the new problems confronting the coun-

try. As indicated in Chapter I, the old political system contained many
serious defects which must be corrected if Cuba is to undertake a

reconstruction program. Obviously, the fundamental solution of

Cuba's political and social problems lies in an improvement in public

morals and the development of a well-informed, public-spirited opin-

ion. Once such improvement takes place, many of the defects in Cuba's

traditional system will be eradicated. Cubans, therefore, should con-

tinue to strive for honorable elections, a permanent and efficient

administrative service unhampered by partisan manipulation, rigorous

accountability for the expenditure of government funds, and the

development of political parties having the interests of the country at

heart. It cannot be denied, however, that the process of purifying and

improving the administration will be long and difficult. It is doubtful

whether this end can be realized until after the standard of living and

literacy of the people have been improved. In the absence of such

improvement there is always the danger that the traditional political

machinery of democracy will be unscrupulously exploited by the pro-
fessional politician.

Nevertheless, as we emphasized in the first chapter, Cuba today
has many able and honorable citizens, both men and women, who are

vitally interested in the welfare of their country, and who have already
demonstrated their personal capacity and ability to unite in various

cooperative enterprises. From the point of view of carrying out a

reconstruction program, it is particularly important to establish

administrative machinery which will enlist the services of these indi-

viduals and groups who, under the traditional forms of parliamentary

government, have been virtually excluded from political power.
Toward this end it might be possible to establish some autonomous

body, aloof from the vicissitudes of partisan politics and dominated

by non-political members, to whom the task of a reconstruction pro-

gram could be entrusted.

We repeat that a reconstruction plan can fully be carried out only
if it enlists the support of Cubans from every class* But if a devoted

group of Cubans are determined to initiate this plan, its growth will

gradually but inevitably bring about the development of a new civic

.sense and a constructive patriotism on the part of the mass of the

people.
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3. Relations between Cuba and the United States

By revising its commercial policy and agreeing to abrogate the

Platt Amendment, the United States has attempted to make a contri-

bution to the reconstruction of Cuba as well as to revive its own export
trade. The Commission, however, found in Cuba numerous indica-

tions of antagonism regarding recent acts of the American govern-
ment.

No doubt it may be possible to exaggerate the importance of such

manifestations, for in the past, largely as a result of the Platt Amend-
ment, many political leaders have been in the habit of blaming the

United States for internal ills. Some of the most distinguished and dis-

interested Cubans, however, dwell on the necessity for changing the

atmosphere in the relations between Havana and Washington. Inas-

much as we have not hesitated to examine critically many internal

aspects of Cuban life, we believe it only just similarly to examine

Cuban-American relations in an attempt to determine whether they
can be improved.

The fundamental obstacle to good relations between Cuba and the

United States is the widespread belief in Cuba that the American State

Department attempts to make and unmake governments, and that the

present disturbed situation is an outgrowth of a plan for provisional

government which Washington induced the Cubans to accept.

The original mediation of the American government between

President Machado and the opposition was of an unusual nature, but

it may have been justified by the desire to lay a stable foundation for

the abrogation of the Platt Amendment. While this mediation failed

to achieve its original purpose to secure the withdrawal of President

Machado by peaceful means it did contribute to his overthrow.

Washington played an important part in the subsequent establishment

of a coalition government under Dr. Cespedes, This government, how-

ever, lasted only twenty-one days. It was then supplanted by the Grau

government," many of whose members had opposed American media-

tion. The United States, as pointed out in Chapter I, not only declined

to recognize the Grau government, but the American Ambassador in

Cuba aggressively opposed it* Whatever the defects of that govern-

ment, they did not, in the opinion of the Commission, justify the

course followed by the United States* Had Washington followed a

policy of neutrality toward the Grau regime, this regime would cither

have succeeded in gaining the support of the more stable elements in
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the country or left office without involving in any manner the respon-

sibility of the United States. As a result of the course actually followed,

however, the American government is regarded in many circles as

being responsible for its overthrow a belief which has caused con-

siderable bitterness. The resentment of many Cubans has been

increased by the accusation that the Mendieta coalition, which suc-

ceeded Grau, was and is largely the creature of American diplomacy.

It is pointed out that Washington extended recognition to President

Mendieta five days after he took office, although it had denied

recognition to President Grau who stayed in office four months.

Consequently, many Cubans doubt whether the termination of the

Platt Amendment marks the end of American intervention in their

affairs. They fear that such intervention may be continued in other

and less responsible forms, and that the present government will stay

in office only so long as it enjoys American favor. Had the provi-

sional government met fewer difficulties in establishing order and lay-

ing the foundation for a future constitutional regime, the United

States might have escaped with less criticism. Today Cuba is witness-

ing continuing acts of disorder, and the spirit of constructive patriot-

ism which dominated the island more than a year ago has given way
to a sense of frustration. Such developments might possibly have taken

place no matter what type of government was in power- The conclu-

sion cannot be avoided, however, that the interference of the United

States in an internal revolutionary struggle has been a factor in creat-

ing Cuba's present situation.

The experience of recent American Ambassadors would indicate

that the advice they have given Cuban political leaders frequently
leads to misunderstanding. When an American diplomatic representa-
tive even indirectly advances a solution for internal political difficulties,

public opinion is tempted to fasten on him a moral responsibility for

the success of the proposal should the government adopt it. If Cuba
is to stand on its own feet, Cuban leaders should make their own
decisions

The recent Pan-American Conference at Montevideo adopted a

convention on the rights and duties of states which declared that

states are juridically equal, enjoy the same rights, and have equal

capacity in exercising them, that no state has the right to intervene in

the internal or external affairs of any other, and that the territory of

a state may not be the object of any measures of force imposed by
another state directly or indirectly. The Commission hopes that the
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United States will apply the spirit of this convention to its relations

with Cuba, and that the ambiguous activities of American diplomats
in influencing the internal composition of governments will come to

an end.

The political relations between Cuba and the United States, more-

over, are complicated by a deep-seated social question in Cuba which

frequently creates an alignment between Cuban labor, whose only

appeal is to the Cuban government, and North American capital,

which appeals for protection to the Havana embassy. The Commission
does not propose that the United States surrender the right of diplo-
matic representation on behalf of any legitimate private interest, but

it does believe that American diplomacy should be particularly care-

ful in maintaining an impartial attitude toward disputes involving

capital and labor and in cultivating the friendship of every political

and social group in Cuba.

The inauguration of the New Deal between Cuba and the United

States may be hastened if the American government adopts further

steps, the first of which relates to recognition policy. To avoid the

recurrence of recent incidents, the United States would do well to

study the Estrada policy of recognition originated by the government
of Mexico. Under this policy the United States would not attempt to

grant recognition to or withhold it from any regime, as it has

recently done in Cuba, but merely maintain or recall its diplomatic

agents whenever it appeared desirable, "without questioning, either

precipitately or a posteriori" the right of foreign countries to change
their governments.

54

Secondly, the United Stales should consider the policy of surrender-

ing its lease of Guantanamo. A number of Cubans find it difficult to

reconcile the American base at Guant&namo with an independent
status for the Cuban Republic.*

1 This base which the United States

a Of. "The United Sutcti and Central American Revolutions" Foreign Policy Reports, July

33, 1931, j>. an,}.
* The agreement of February 16, 190.4 also gave the United States a lease of Bahia Honda.

In an agreement oi' December $7, 1911, the United States offered to surrender the lease of

th'iM fecund bay and to increase the annual rental to the Cuban government in return for

enlarging th area of the Guunttlmuno base, but this agreement was not ratified. Article III

of the Agreement of May 29, 1934 provides that "until the two contracting parties agree to

the modification or abrogation of the stipulation of the agreement in regard to the lease to

the United States of lands in Cuba for coaling and naval stations signed by the President of

the Republic of Cuba on February i6 1903 and by the President of the United States of

America on the a^rd day of the Mime month and year* the stipulations of that agreement
with regard to the naval station at Guantunamo shall continue in effect. , , /* Since the lease

of Bahfa Honda
js

not mentioned, it is presumably surrendered. The United States* however,
is not given credit by Cuban opinion for this act, if it has taken place, because the surrender

is not directly made.
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holds on perpetual lease is several days' sailing from Havana and some

distance from Cuba's second largest city, Santiago. Nevertheless, its

presence on Cuban soil remains an anomaly. If the United States

lacked other good harbors on North American territory in the Carib-

bean or the Gulf of Mexico, the retention of the Guantanamo base

might be supported on the grounds of self-defense, but there are a

number of other harbors such as Vieques Sound which could be used

as a base. In our opinion the United States government should seri-

ously consider whether the retention of Guantanamo will not cost

more in political misunderstanding than it is worth in military

strategy.

Finally, the government should develop the policy of restricting

the use of troops and marines, in time of acute disorder and threatened

chaos, to the specific purpose of evacuating foreigners from a few port

cities in the disturbed area. The Roosevelt administration showed

commendable restraint in not landing marines in Cuba during the

repeated crises of the last two years. Nevertheless, the good effect of

this policy on Cuban opinion was to a certain extent dissipated by the

fact that American warships remained in Cuban waters for almost a

year.

In an era marked by increasing international tension, resurgence of

imperialism in many parts of the world, increasing competition in

armaments, and the at least temporary collapse of peaceful methods

of international cooperation, we think it highly significant that the

United States has voluntarily severed its political ties with Cuba, and
taken steps to promote Cuba's economic well-being- The additional

measures here proposed would carry to fruition the policies recently

inaugurated by the American government.
At the same time it is to be hoped that henceforth the people of

Cuba will employ, in supporting measures of reconstruction, the

capacity for self-reliance and heroism which they utilized against the

rule of Spain and Machado, and that they will assume full responsi-

bility for the development of a new and better national life.

RAYMOND LESLIE BUELL * LELANP HAMILTON JBNKS
*

FRANK WHITSON FETTER WILSON GEORCE SMILLIE
FRANK DUNSTONE GRAHAM CHARLES A, THOMSON *

ERNEST GRUENING * LESTER MACLEAN WILSON
HELEN HALL * MILBURN LINCOLN WILSON

CARLE CLARK ZIMMERMAN*
*
Subject to rtvscrvution. Of* Index.



INDEXES





INDEX OF RECOMMENDATIONS

Banks

Central Bank opposed, 329, 338
Commercial bank, with government

participation, needed, 342
Commercial legislation, needed, 348-

349
.

Intermediate credit bank, needed,

344

Currency
Central Bank opposed, 329, 338
Dollar-exchange system proposed,

328
Fractional currency proposed, 333
Inflation opposed, 317, 320

Education

'Elementary

Kindergarten, should be combined
with first and second grades,

National Education Association,

organisation proposed, 136
Rural schools, new type needed,

School superintendents, more per-
manent tenure needed, 137

Libraries

Development of, 158

Normal Schools

Building program, methods of

financing, 149
Organisation of teachers, 146
School buildings, need for better

type, 148
Stricter admission, 147

Secondary

Agricultural schools, curriculum

revision,

Education, Secondary (continued)
Institutes, general course of in-

struction needed, 141

Secondary school teachers, associa-

tion of, needed, 142
Vocational Council, establishment

of, 143
Vocational Education, need for,

143

University of Havana
General course, organization of,

F56
Reorganization of, 153
Social science institute, 157

General

Immigration, qualitative restrictions,

40, 217
Negro problem, 34
Spanish cooperative societies, 40

Labor Legislation
Anti-strike law, repeal of, 208

50-per-cent law, amendment of,

Haitian deportations, 217

Public Debt

Back salaries, 394-395
Claims commission for floating debt,

394
Internal funded and regular external

debt, 393
Public Works Debt (Chase Loan),

395

Public Finances

Accounting system, reorganization
of, 376

Consolidation and reduction of cer-

tain taxes, 374
Consumption taxes, abolition o> 375

503
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Public Finances (continued)
Income tax, opposed, 375
Land assessment and tax, supported,

376
Lottery, change in status; private lot-

teries; abolition proposed, 365,

366, 375
Municipal and national taxation,

cross-flow, 375
Office of. Comptroller General pro-

posed, 377
Special funds and allocation o taxes,

374
Transport and gasoline taxes, revi-

sion of, 375

Public Health

Finlay Institute, development of, 128

Health insurance, 122
Public Health Service, extension to

interior, 127

Public Utilities

Commission proposed, 440
Discrimination against Cuban Elec-

tric Company, 416
Government ownership of utilities

opposed, 439-44

Highway transport, control and taxa-

tion of, 439
Tarafa Act, amendment of, 438
Unpaid government bills as a tax

offset, 416

Reconstruction Program
Agricultural colonies, 478
Agricultural experiment stations, 471
Colono land, plan for, 476
Commercial treaties, 490
Community centers, plan for, 450
Community farms, establishment of,

.

Cooperative associations, 487

Development commission, proposed,

452
Diet, study of, 459
Forestry program, 463
Hog cholera serum restrictions, 469
Land acquisition program, 473
Land confiscation, opposed, 472
Land titles, in land colonies, 480

Reconstruction Program (con-

tinued)
Land use program, 459
Legislation requiring centrales to as-

sign land and manager for food

production, 445
Livestock needs, 469
New industries, 483
Reconstruction program, machinery

for, 496
Reconstruction program priority over

debt resumption, 482
Reconstruction program, summar-

ized, 490
Soil survey, 460
Sustenance homesteads, 478
Tariff policy, scientific, 488
Tourists, 484
Uncultivated land, tax on, 475-476

Social Welfare

Family case work, 164, 171
New national hospital opposed, 167
Public employment bureaus, 164
Public nurses, 179
Recreational needs, 170, 175
Residence houses, 179
Social workers, 179

Unemployment insurance, 164

Sugar
Colono cane, encouragement of, 279-

280
Colono debt burden, 278
Colonos and wage legislation, 292
Export tax on sugar, 308
Government financial aid to small

mills., 304
Government ownership of central&$f

230
International sugar agreement* sug-

gested, 304
Jones-Costigan Act, extension of, 3663

Labor, 292-293

Marketing agreement, 295
Quota system, continuance of, 301:
Refined sugar, discrimination against,

311
United Fruit Company colonisation,

286
Warehoused sugar, $96



INDEX OF RESERVATIONS

Buell Thomson
government centrales as a "yard- telephone strike, 442

stick"; Cuba Cane properties, Zimmerman
239 food-production and community cen-

taxation o administration cane, ter programs, 443
477 government experiments in market-

Gruening ing, 488
government centrales as a "yard- mandatory land legislation and in-

stick"; Cuba Cane properties, terference with laissez faire

239 economics, 477
Hall political problem and Cuban-Ameri-

abolition of the lottery, 366 can relations, 492
Jenks priority to reconstruction program

medium-sized colanos, 477 over debt resumption, 482
remission o taxes as part of land public utilities chapter, 442

policy, 473 Public Works debt, 396

5<>5
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ABC Party, 14, 15, 40
activities, n, 183
attack on, 17
establishment, 10

Spaniards, contribution to, 40
withdrawal from cabinet, 17, 1 8

Accounting system

auditing problems, 373-374
defects of, 373

Administration cane, See also Sugar
percent of, 270
system, 271-272

Afrikander cattle, 467-468

Agramonte, Ignacio, 31

Agrarian reconstruction

cost of, 481
summarized, 482

Agrarian reform, 14, 194, 443, 472

Agricultural Adjustment Act, 6r 5 259,
See also Sugar

Agricultural agent, 478
Agricultural Colonies, 472
Agricultural credit associations, 344,

486
Agricultural instructors, 447, 450
Agriculture

dept. o, 1 8 1

financing of, 343
importance of, 50
production, 50

Agronomists, 470
Aguardiente, 489
Alcohol, as fuel, 483
Alcoholism, 73
Allison, R. B., 460
Aluminum, 64
American & Foreign Power Co., 398,

400-401
American Chamber of Commerce of

Cuba
report on commercial law, 349

American Diplomacy and Cwa, 497-

500
American Federation of Labor
and Cuban labor, 187

American Medical Association

report on medical situation, 114
Amnesties, abuse of, 8

Anarchists, 189

Anarcho-syndicalism, 39
Animal parasites, 468

Anti-Imperialist League, 196
Anti-strike legislation

failure to enforce, 428
Appropriations, gov't.

by subject, 1929-30 to 1934-35, table,

506

transfer of, 372
Army, 8, ri, 15, 16, 19, 280
and strikers, 184, 207
heavy cost of, 369
revolt in, 13

Arteaga Law, 208, 284
Artistic instincts, 73

Arts, folk, 176
Ascaris, 104
Asociaci6n dc Dependientes del Gom~

ercio de la Habana, 38
Assassinations, 10

Assessment of land, 376
Asylums

Casa de Eeneficencta y Maternidad,

159, 169
for the aged, 168

regimentation in, 169
Atkins sugar interests, 228
Australian pine, 449
Automobiles
number in Cuba, 437
surtax on proposed, 439
taxes and Ices, 360-361

Avocados, 6zt 448

Baga&o, 265
Bahia Honda, 499
Banco Nacional, 229, 231
Bank of Nova Scotia, 338
Banking

commercial, 341:

in Cuba, 338
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Banking (continued)
investment, 347
savings and current accounts, 345

Banks

agricultural, 343
American and Chadbourne Plan, 258
American, and crop restriction, 243,

246
American and sugar properties, 220,

228, 230, 231, 232
boycott new executives of Cuban

Electric Co., 409
Central Bank, not needed, 329
expense of, 339
native, need for, 342

collapse of, 342
Baptism, 288

ftarracones, 283

Batey, defined, 264
Batista, Fulgencio, 13, 408
Beans, 80

lima, 62

Begging, 162, 172

Bennett, H. H.
? 460

Bequests, rate of tax on, 359
Birth rate, 96, 97, 98
Births, illegitimate* 30
Blind, care of, 170
Bloc Agricota, 485
KoAios^ 177
Bombings, 17, 1 8

Rotcllas, 8? 482
"Brahman blood," 468
Brindis dc Salas, 30
British occupation of Havana, 218

Brokerage houses, sugar trading,

Bubonic plague, 105

Budget
accounting system, defects, 373
and Machado, 372
appropriations, by subject, 1929*30

to X934"35> table, 370-371

appropriations, transfer of, 372

auditing, defects, $73
control of preparation, 372-373

special fund allocations, 373-374

Building & Loan Associations, 346
Bus lines, unfair competition of, 437

Giceres, Alonso de

Municipal Ordinances of, 6

Camagiiey, Municipality
public health, 114, 115

Camagiiey, Province, 25

Camagiiey and Nuevitas Railway Co.,

433
Canadian Bank of Commerce, 228, 338
Canary Islands, 37
Cancer, 96
Cane, See also Sugar

zones, 478
Capital,

export of, 327
foreign, 2, 3, 5, 50
strike legislation, effect on, 207

Capitol, 9, 381
cost of, 369, 372

Carretera Central, See Central High-
way

Caribbean, trade with Cuba, 490
Casino Espanol, 39
Catlin, Henry W., 399, 403
and Chase Bank, 391

Cattle, 43, 56, 57, 467-468
Cauto River, 42
Central (sugar) (See also Sugar)

description of, 264
Central Highway, 9, 49, 360, 372, 375,

381, 383, 437 ff ., 479, 480
Centrahs, for specific names, See, 224,

228, 229
Centralization

in education, 130, 131
"

finance, 350"
public health, 125

"
social work, 161

Centre Asturiano, 39, 175
Centra Gallego, 39
C&pedes, Carlos Manuel de,

gov't. of, 12, 13, 497
and Chase loan, 388

**

labor, 201
"

lottery reforms, 363
"

public debt, 380

C&pedes, Carlos Miguel de,

loans from Chase Bank, 390
Chadbourne Plan, 2, 9, 20, 237, 244,

criticism of, 358
failure of, 253

opposition to, 250

provisions of, 249
revision of* 250
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Chadbourne, Thomas L., 246
Chase National Bank, 228, 258, 338,

381 ff.

allocation of loan, 386
and agreement for $60,000,000 credit,

384
and agreement for funding $40,000,-

ooo, 385
and Carlos Miguel de Cespedes, 390
"

Catlin, 391

Cespedes gov't., 380, 388
Grau gov't., 380, 388, 390
Herndndez Cartaya, 391
Jose Obregon Blanco, 390, 391

Machado, 390
Mendieta gov't., 380
Menocal, 390
public works debt, 382 ff.

defends public works loan, 389
methods criticized, 395

Children
care of, 169 ff.

delinquent, 172
feebleminded, 169

Chinese, 27, 35
Chinos Manilasf 35
Cholera, 96, 449
Cienfuegos,

protest against electric rates, 402-403

Cigarette tax, 373

Cigars, 50, 53
Circulo Republicano, 39
Citizenship, 40
Civil Service Commission, 368

law, 13
Civil Service system, lack of, 205
Claims Commission, suggested, 394
Classes

lack of middle, 140
middle, 72
upper, 72

Climate, 21

Clinics

baby and prenatal, 165
dental, 165
Havana, 165

Clubs, 452
country, 68

"5-C," 133, 448
Rotary, 68, 176
social, 68

yacht, 68

Cockfights, 73, 175

Cocoa, 56
Cocoanuts, 449
Coffee, 43, 56

financing of, 485

industry, 485

picking, 215
tax, 358

Coinage
fractional, 333
silver pesos, 313, 328

Colecturias, 362, 363
Colonias

size and yield, 279
Colonization, 26, 302
Colono Association, 14, 273
Colonos, 2, 3, 4, 54, 264, 476
advances to, 276
and quotas, 255
contracts, 273 ff .

financing of, 276
"Havana," 279
indebtedness, 277, 278
interest on advances, 278
leases, 275
methods of paying, 274
need of security, 276
number of, 270
size of holdings, 273
system, advantages, 278"

origin of, 269
system vs. administration, 278
types of, 272

Coniite for los Derechos del Negro,
3** 34

Commerce
retail, monopolixed by Spaniards, 38

Commercial law, Lobingicr report on,

349
Commission of Social Cooperation
and telephone strike, 42$

Commission on Cuban Affairs, 18

Commissions of Understanding, 201

Communism
Confederation of Labor and, 189
influence, 189, 291
movement, 14, 30, 183, 185, 195 ff.

program, 197, 472
"Stalinists," 199
Trotsky Communists, 189, 190

Community centers, 450, 451
cost of, 452
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Community farms,
establishment of, 446
minimum wage laws, 446
supervision of, 446, 449

Community life, 450
Community needs, 180
Comfan'ia Cubana de Electriddad, See

Cuban Electric Co.

"Company stores," 343
Confiscation of property, 15, 472
Congress, Cuban, 6, 8, 9, 10, 12

immunity of members, 6

Consolidated Railroads of Cuba, 87,
229> 433

Constitution

amendments (1928), 9, 10, 12

(1901), 6, 7, 12, 15; Art, 15, 10

(ic;34), provisions of, 15
Constitutional Convention, 13, 15
Consular invoice fees, 355
Consumption taxes, 351, 358-359, 470

Cooperation, capacity for, 22

Cooperative associations, 487
Cooperative Sugar Sales Agency, 244

Cooperativismo, 9
Corn production, 56
Corruption, 5, 7, 8, 9, rr, 12

Cost of living, 488
Council of Secretaries, 6, 15
Council of State, 15

Country fairs, 449
Courts, 17, 19
Credit

agricultural, 343-344
consumers', 347
cost of, 343
problem, 347

Crime, 6, 8, 13, 171, 172
female, 172
Negro, 30

Crowdcr Electoral Code, 6

Cuba Cane Ox, 3, 14, 22*, 226, 227,

229
audgoVt legislation, 230
"

sub-ports, 436 ff.

eolona debts, 277
reorganization of, 227

Cuba Railroad Co., 433
Cuban-American Sugar Co*, 220, 221,

226, 228
Cuban Cane Products Co.* Sec Cuba

Cane Co,

Cuban Electric Co., 14, 3986?.

capitalization, 400
financial condition, 404, 415
installed capacity of, 398
intervention in by Grau gov*t., 408" "

Mendieta gov't.,

409
labor conflict with, 406"

contract (of May 31), 4x1
"

policy of, 407
newest equipment of, 415
pension controversy, 209, 210

"private payroll," 409
production, 399
reproduction cost of plant, 400
sale of electrical and gas equipment

to employees, 411
Cuban Federation of Labor, 187
Cuban Northern Railways Co., 190,

433-434
Cuban Sugar Club, 460
Cuban Telephone Co., 398, 4i6ff.

concession, 416
controversy over public pay stations,

420-421
financial condition, 420, 421
number o telephones, 425
rates, 417-418
relation o I.T.T, to, 419

sabotage during strike, 427
subscribers, 417, 421
taxes paid by, 416
telephone strike, 422 ff.

wage policy, 421
Culture

Cuban, 30
Negro, 30

Customs (See also Tariff)

duties, 35 x

nomenclature, 62

revenues, 354-355
Czarmkow, Rionda & Co*, 228

Dairy products, imports of, 58

Dairy program, 440
extension meetings, 470

Dance of the Millions, 2, 3, 221

Dead season, 4, 15, 73, 87, 264, 288,

292, 443
advances, 231

Death penalty, 15, 17
Death rate, 95, 97, 98
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Debt

floating, 8

foreign, 16

public, 9, 378 S.

Decree-Laws, 15

50% law, 14, 211, 212, 213, 217

opposition by Communists, 213
8-hour law, 14, 208, 211

(No. 3), 16, 202, 208, 410, 423, 424,

427
(No. 51), 203, 427
(

"
63), 427

(
"
4), 348

( 3162), 210
of social defense and public order, 17

Decrees, 14

monetary, 18, 63

(No. 63), 203

(
**

2232)5 216

(
"

2974), 404
Democracy, political machinery of,

496

Demographic data, 95, 124

Department of Agriculture, 480, 487

Depression in Cuba, 52, 186

Development Commission, 485, 487,

490
district supervision offices, 453

proposed, 452-453

Dictatorship, military, 18

Diet, 79, 80 (See also Food)
deficient, 458

Diphtheria, 103
Diseases, leading, 99

Dispossession, 54
Diversification, 9, 20, 50, 54 8,9 67, 302,

354
of industry, 318

Diversified agriculture, 470
Divorces, 68
Dollar exchange currency, proposed,

328

Education, 2, 4, 5, n, 129 fL (See also

Schools)

adult, 138
agricultural, 447-449
decline of expenditures for, 369
degrees, 131

disorganization of, 129
expenditure per capita, 134, 136

higher primary,

Education (continued)

secondary, 130, 142
lack of, 140

secretary of, 132

system of administration, 131 ft.

Elections, 6, 10, 12, 13, 15, 17, 18,

496
Electric Bond & Share Co., 398-400

supervisory functions of, 401

Electricity
consumers' strike, 402
consumption of, 397
excess plant capacity, 400, 413
importance of, 397
load factor, 412 ff.

rates, 14, 401
and guarantee of Platt Amend-
ment, 405

Cicnfuegos protest on, 402-403
increased, 405
legal power of revision, 411-412
reduced by Grau gov't., 404

Emergency tax law of 1931, 351, 356,

357> 358, 359
Emigration, 36
Eminent domain, and land, 474
Employment

fund, 161-162

bureau, 164
Epidemics, 96
Epidemiology, no, 124
Estrada policy, 499
Europeans, Central, 27
Exchange

business, 336
control of foreign, 314-3x5
control unnecessary in Cuba, 325
dollar exchange currency proposed,

328
Excise ("Loan"*) Taxes, 356-357
Expenditures, gov't.

per capita, 368
Export-Import Bank of Washington,

D. C, Second, 315
Exports, 44, 48, 49
American and Cuba, 258

Extension, dairy, 470
forest, 466

Families

Bureau, need for, 164
city, 68
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Families (continued)

lack of care, 159
number of, 68

peasant, 68

Family
average, 71

average income, 70-71, 80

budget analysis, 88-93

expenses, 93
goods, incomes, 91
income, 78, 87
relic! inadequate, 163
size, 68-70

subsidies, 89

Farming, general, 457
Federacidn Sindlcdl de las Plantas

EUctncas y de Aguaf 406
Federation of Port Workers, 190
Federation of United Workers, 191

Feeblemindedness, 169
Fetishism, 30
Finance (See also Budget)

centralization of, 350
domestic, 54

J "inlay, Carlos, no, 123

Finlay Institute, no, 126, 128

First National Bank of Boston, 228,

338
and boycott of electric co., 409

Flour,

wheat, 62, 63
Food
amount expended on, 79, 93
education in habits needed, 443
needed, 443
production, 443

Foodstuffs

imported, 54, 58

production of, 64
taxation of, 354

Foreign accountants, 377
Foreign exchange

control of, 3 14 if.

Foreign experts, 377, 440, 494-

495

Foreign financial experts, 377
Foreigners
and 50% law, 2x3

repatriation of, 2x6

Poxtst

legislation, 466
nurseries, 466

Forest (continued)
research, 4655.
reserves, 465

Forestry program, 463 ff.

cost of, 467
Forests, 267

private, 465
Free unions, 30, 68

Fruits, 470
exports, 53
seasonal duties on, 62

Fruta bomba, 448, 470
Functionaries, number of, 50
Furniture, 484

Gambling, 73, 175
Game production, 465
Gardens

demonstration, vegetable, 449
tropical-tree food, 448-449 ff.

Gasoline tax, 355, 360
exemption from, 358

Gelats, N. and Co., 338
General Sugar Co,, 226, 228

General Sugar Estates, Inc., 228

Gentlemen's Agreement and sugar con-

trol, 246, 247
Giraud, Rafael, 408
Gom&z, Jose* Miguel, 416
Gonorrhea, in
Government, Cuban

budget auditing, 8

unpaid electric bills, 416
unpaid subsidies, 434

Grapefruit, tariff on, 62
Grau San Martin, Rarn6n, 13

rfgimc, 14, 15, 34, 184, 189, 201,
2X1

and Chase Loan, 388, 390" Cuba Cane, 229"
power question, 403

**

public debt, 380"
sugar, 299

intervenes in Cuban Electric Co.,

408
labor policy of, 212

lottery reforms of, 263
not recognized by U, S 497
proposed library decrees of, 157
reduces elec, rates, 404

Great Britain

and Cuban sugar, 234
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Great Britain (continued)"
sugar subsidies, 236

trade balance with Cuba, 489

Grinding season (See also Sugar)

length of, 280-281

Guantanamo naval base, 499-500
Guards, police

guarda jurados, 280

guardia rural, 280

sugar mills, 280
Giiines Irrigation Society, 22

Haciendas Comuneras, 51

Haiti, 26, 43
Haitians, 27, 215, 285, 286

criticism of, 215

deportation of, 212, 214
Harvard Botanical Gardens, Soledad,

464
Havana Electric Railway, Light and

Power Co., 398
Havana Federation, See Unions

Hawaii, sugar, 235

Hawley-Smoot Tariff Act, 53, 244
and refined sugar, 224
effect (on Cuba), 246

Health, See Public Health
Hernandez Cartaya, Enrique

and Chase Bank, 301

Herrera, Alberto, 12

Hershey Corporations, 63, 224, 228,

229

Highways, 49
bus lines, 437 fL

unfair competition on, 437
Hog cholera serum, 64, 469
Hog-raising, See also Lard

domestic, 64
Homesteads, See Subsistence Home-

steads, Sustenance Homesteads
Hookworm disease, 104

Hospitals, 96, 1x8, 161, 165, 178, 286

Hosf^al de Nuestra SeHora de

cedes, 166

Municipal emergency, 165

Housing, 164, 452, 484
country, 177
in sugar mills, 283

overcrowding, 176
rents, 176

Hurricanes, 21

Hygiene, child, rro, 115, 124

Illiteracy, 4, 72
Immigration, 40, 214
law (of August 3, 1917), 214

Spanish, 37, 38

Imports, 44, 49, 54, 55
Income tax, opposed, 375
Incomes

average, 78, 80, 87

family, 70, 71, 80, 87, 91

goods, 91

low, 76
need of goods, 75
on sugar estates, 77

per capita, 71

seasonal, 73-75

Independent cofonos, desired, 472
Independent Party of Color, 32
India, trade with Cuba, 489
Indians, 28

Industrial Compensation Act, 211

Industries, 49
new, 483

Industry, diversification of, 318
Infections, intestinal, 105
Inflation

and indebtedness, 319
effects of, 315
evils of, 318
question of, 317 fl*.

Insane, 167-168

hospital for, 167
lack of occupation for, 167

Institute for Tropical Diseases in

Puerto Rico* 126

Institutions

penal, 171, 173
social, need of, 174

Institutes , 132, 141, 146, 147

financing of, 141
Insurance

compensation, 208, 2*1

cooperative firc
?
22

maternity, 121, 210
mutual medical and hospital, 119

unemployment, 164, 194
Inter-American Conference on Agricul-

ture, 460
International Labor Office, 116, 495

medical recommendations, 121

strike legislation recommended* 204
International Telephone and Telegraph

Corporation, 398
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International T. and T. Corp. (cont'd)

relation to Cuban Telephone Co.,

419
Intervenct6n General, 373
Intervention, See United States

Investment banking, See Banking
Investments, foreign, 44-45

Irrigation, 267
Isle of Pines

automobile fees and taxes, 360

Jamaica, 26
Banana Producers Association, 487

Jamaicans, 27, 214, 215, 285
Java

sugar, 237, 241, 307
sugar market, 250

Jewish community, 27
Jimenez, Jose M., 30
Joint Foreign Sales Syndicate, 243

Jones-Costigan Act, 20, 6r, 67, 305, 309
and refined sugar, 225, 233"

world market, 235
defects of, 261

possible benefits to Cuba, 261

terms of, 259
Judiciary, 8

Junta de Fomcnto, 433
Juvenile Communist League, 196

Kindergartens, 136, See also Children

Labor
arbitration, 14
contract labor authorized, 214
child, 208
closed shop and sugar interests, 291
conflict with Cuban Electric Co.,

406 flf.

demands and sugar industry, 291

Department, 14

eight-hour day, 185
field workers, 285
lack o opportunities in field, 288

movement, 187
number in sugar mills, 280

organized, in sugar, 292
reappearance of unrest, 445
unrest, 14

causes, 186

in sugar mills, 290
unsocial conditions, 288

Labor unions, 38,
basis of organization, 191

cigar-makers, 195
conservative, 188
divisions in organization, 190
factory sections, 191
national syndicates, 191
railroad workers, 190

recognition, 291
size of, 196
tobacco, 189

transport industry, 190
Land
abundance of, 266, 444
assessment of, 376
catde, 268

colonization, 443, 445-447
controlled by sugar, 268
excess of sugar, 269
frauds, 473
leases of, 275
ownership, i, 472
suits, 474
tenure, 2, 3, 51, 52, 268

title, 480
utilization, 458 F.

value of, 475
"Land hogs," 474
Land tax, 361, 362, 366, 367, 376
exemption of uncultivated land,

367

Lard, 59, 62, 63, 80

Lattfundia, 52, 268, 269 (See also

Land, Land Tenure)
Latin-American Syndical Confedera-

tion, 193
Law of Judicial Power, 13
Law of National Defense, 203
Law of the Executive Power, 372
Laws, Public Works (1925), 9

League of Nations, 495

League of Pioneers, 196

Legislation

anti-strike, failure to enforce, 428
moratorium, 278
social, 14, 208, 210, an
strike, 204, 207

Leland, R* G., 116

Leprosy, 96, 105
Le Roy, George, 96, 123
Libraries

extent of, 157
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Libraries (continued)
National, 157
of Congress, 157

Literacy, 496
Livestock

need for, 467
sanitation program, 469

Loans (See also Credit, Public Debt;

Morgan, 356, 379

Speyer (1904), 356, 379
Lobingier, C. S., 349
Lonja del Comercio, and 50% law,

213

Lottery, National, 8, 10, 73
and Machado, 10, 363
colecturias, 362, 363

description of, 362-365
effect on savings, 364

high cost of, 363
moral effects of, 364
President's connection with, 362

private lotteries as possible alterna-

tive, 365-366

proposed reforms, 364-366, 375
reforms under Cespedes and Grau,

363
Lyceum Club, 174

Lykes Brothers, 468

Maceo, Antonio, 31
Machado, Gerardo
and budget, 372, 380
"

Chase Bank, 390"
lottery, IQ, 363

"
mediation of American gov't.,

497"
1933 revolt, 492"
social service, 161

"
utilities, 402

no connection with Cuban Electric

Co., 403
regime of, i, 6, 8, 9, TI, *2, 13, 18,

173, 195, 200, 2or, 282, 500

alleged illegality of 2nd term, xo

illegality of, 389
telephone subscribers during, 417

repressive labor policy of, 186

Machadato, i, 9$,, 185
Macstra mts*, 472

Mahogany, West Indian, 464
Malanga* 79, 80

Malaria, 99, 105

Mango, 448
Manufactures, See Industries

Marianistas, 15

Marketing organization, 485 ff

Marriages
colored, 30
white, 30

Marti, Jose, 3, 31, 137

Mayari valley, and colonists, 286

Mayorales, 264, 271, 288 (See also

Sugar)
social position of, 289

Measles, 103
Meat, imports of, 57
Meat Trust, 485
Mediation negotiations, IT, 12, 497
Medical controversy, H9rT. (Sec also

Spanish Societies)

Medical Federation of Cuba, 14, 118,

120, 121

Medical Services, xi6, 288

in sugar mills, 283
Medicine, cooperative, 22

Mella, Julio Antonio, 10, 184, 195
Mendicta, Carlos, 10, 15, 18, 202, 498

regime, 16, 182, 184
and Chase loan, 388

cc Cuba Cane, 229"
power question, 410"
public debt, 380

intervenes in Cuban Electric Co., 409
labor policy of, 203, 205
vacillation of in telephone strike, 432

Menocal, Mario
and Haitian labor, 214
loans from Chase Bank*

rgimc% 8

Menocalutasf 15

Meningitis, 103
Mestizos, 28

Mikusch, O, 253
Milk, 87

industry, $7
inspection, n$
sanitation, 112

Mineral deposits, 42
Molasses, 50

fuel from, 483
Monetary circulation, 337
Monetary legislation
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Monetary system
elements of, 320 ff.

of Cuba, 313
virtues and defects of Cuban, 320 ff.

Money
exportation of prohibited, 314

Monopolies, trading, 43
Monte de Piedad, 347
Montevideo Conference, 488, 498
Moratorium, 16, 348

legislation, 278
on elec. and gas bills, 404"

public debt, 380
Mortality, infant

rate, 102, 103

Mortgage business, 343-344
Moriia Law, 33, See also Negroes
Most-favored-nation treatment, 60-6 1

Motor fuel, 483
Mulaltoes, 31-34

Municipal Organic Law, 402, 405
Municipal tax, 361-362, 366-367
Municipalities

administration, 6, 7, 68

Organic Law (of 1908), 7
tax rate, 361-362

Municipio$, 6, 106, 450 (See also Mu-
nicipalities)

Music, Afro-Cuban, 30, 176

Nttcionalhtasf r 8

ffidnigo> 30
National Association oE Manufacturers
ami 50% law, 213

National City Bank, 228, 258, 338
and Cuban Electric Co* boycott, 409

National College of Forestry
and research center, 466

National Commission on Social Coop-
eration, 202

National Confederation of Labor, 184,

185, 187, 188, *9*j 196
and third International, 193

program of, 192, 193, 194
National Federation of Chauffeurs, 190
National Federation of Cigarmakers,

189
National Forestry Bureau, 466
National Hotel

bombardment (Get, a, i933)>.*3
National Labor Congress, 184, 188

National Shawmut Bank, 228

National Syndicate of Workers in the

Sugar Industry, 189
Nationalism, economic, 59, 253
Naturalization, 213
Negroes, 198, 213

assimilation, 29
crime, 30
culture, 30
discrimination, 32
education, 32
Haitian, 34, 214
in army, 33
in CNOC, 194
in Trinidad, 34
Jamaican, 214
politics, 33
slavery and slaves, 28

under Machado, 33
New Deal, 499
N. Y. Sugar Exchange, 235
Nickel, 334

manufacture of, 64

Nitrogenous feed, 468
Nurses (See also Public Health)

trained, 166

visiting, need for, 166, 167

Obras BenSficas del Patronato (See
Customs Surcharge for Charita-

ble Institutions)

Obreg6n Blanco, Jose, 390, 391
Oil

as fuel, 398
olive, 59
vegetable, 59

Olympic team, 175

Qrganizaddn Celular A$teriat 33

Orphanages, 159, 169, 170
Asilo y Creche del Vedado, 170

congregate type, 170
Ottawa pacts, 65

Paint, tariff on, 64
Palma Soriano, 485
Palo Alto, 436
Pan American Federation of Labor,

187
Pardons, excessive number of, 3, 8

Partidarios, 77
Partido Revolucionarh Cubano, 18

Pasture lands, 456
need of, 467
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Pecora Committee, 390
Pensions

arrears, 394
funds, 208, 209
law, 14
old age, 168

Permanent Court of International Jus-

tice

and Chase loan, 395-396
Permanent Treaty, See Platt Amend-

ment
Pesos de posesion, 51

Philippines

sugar, 235, 260
Phoenix Construction Co., 400

Physicians, 116-118

distribution by provinces, 117

excess, 116, 117
herb-doctors, 118

suffering of, 117
Pina, Rogelio

report on Haitian labor, 216

Pineapples, 470
Platt Amendment, 2, 5, 16, 43, 497,

498
Playgrounds
model, 176
need for, 175

Police

national, 16, 19, 173

Poliomyelitis, 103
Political parties, 496
Political problem, 495-496

Population, 24-41, 98, 133

alien, 27
colored, 27
density, 26

distribution, 25$., 106

increase, 24, 105
school, 134

Pork products. See Lard

Ports, public, 435
Ports, private, See Sub-Ports

Ports-sub, See Sub-Ports

Potatoes, 62

Poultry, imports of> 58
Preferences

American, 62, 63, 65

sugar, 236
Price levels, Cuba and U, S., 78
Prisons, 3t6r, 173

for women, 173

Pro Arte Musical Society, 22
Professions

legal, 155
medical, 123, 155

Professors, trial of, 151-152
Promedio system (of sugar produc-

tion), 274

Property Transfer Tax, 359
Prostitution, 73
Protection, justification of, 488 (See

also Tariff)

Protectionism, 354
Provinces, 6, 7, 68

Provincial governments, and taxes,

368
Public debt, 378 ff.

amount and maturities of, 378
bonds issued by revolutionary gov-

ernment, 379
burden of, 392-393

floating debt, 380
internal bonds never floated, 379
Morgan loans, 379
small percentage of budget, 369
Spcyer loans, 379

Public health, 2, 95 fT.

administration, 108, 115

director, 106

expense, budget, 107
extension of service in interior, 127

municipal, 107, 1*4, 127
national service, 126

nurses, 124, 166, 453
nursing, 450
officials, 1 06

organization, 105 ft,

personnel, need of, 123, 127
service, 112 ft.

Public pay stations

controversy over, 420-421
Public utilities, 3970*

commission, 439, 440, 442
excess plant capacity of, 413
regulation of, 397
regulation of working conditions,

441
taxation of, 442
taxes paid by, 4x6

Public works, 8

and unemployment, 163
bonds issued or> 379
law (of xpas), 357, 360, 361, 38*
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Public works (continued)

program, 282
cost of, 369

special fund, 360, 374, 381
Public works debt, 379 fi.

alleged illegality of, 388
and Chase Bank, 382 ff.

Puerperal sepsis, 105
Puerto Rican Forestry Experimental

Station, 465
Puerto Rico, 26

complaint on trade agreement, 62

emigration, 27

sugar, 235
Punta Alegre Sugar Co., 227, 228

Quarantine, 96, no
Quintets, Spanish, 452

Race prejudice, 31 ff.

Radical Women's Union, 196
Radio broadcasting, 418
Radio Corporation, 418
Railroad Commission, 433, 437

defects of, 440
Railroad Law of 1902, 433
Railroads, 49, 432 JOE.

and sugar companies, 437
"

Supreme Court* 436
crossings, 437
importance of, 397
mileage, ^433
present financial condition of, 434

private, 264

prosperity of, 434
subsidies to, 433
taxes paid by, 434

unpaid subsidies to, 434

Railway Brotherhood, 188

Railways, Sec Railroads

Rainfall* 21, 463
Rebello, Carlos, 2*8

Reciprocity treaty, 2, 43, 50, 59, 260

no effect after 1914, 245
Reconstruction Program, Chapters

xvrn-xx, 21-33

Recreation, 170, 175

Reforestation, 465
Reformatories, 169, 172

Reformat&ria de Aldecoa, 172

Rgfarmatorio &e Guana/ay, 272

Refrigeration, 397

Regional Labor Federations, 191
Relief

family case work, 171

inadequacy of, 163, 178

Religion, 288

Rents, 75, 176, 275
and sugar prices, 275

Research, 485
forest, 465
medical, 128

Revenues, 8

allocation of, 359
by sources, table, 352, 353
decline of, 54, 392
1929-1934, table, 350

Revolution,

"agrarian and anti-imperialist," 198
of 1868, i, 31 (See also Ten Years

War)
of 1895, i, 31, 266
of 1906, 7
of 1912, 32
of 1933, r, 7, 12, 13, 182

social nature of, 182

Revolutionary government, 1896, 379
Reynoso, Alvaro, 267
Rice, 63, 64, 470, 489

Indian, 489
tax on, 358-359

Rionda, Manuel, 243
Roman Catholic Church, 68

Spanish priests, 39
tax on bequests, 359

Roosevelt, F. D,? n, 12

administration and sugar, 258
and New Deal for Cuba, 20

Royal Bank of Canada, 228, 338
Rum, 50

Bacardi, 87
tariff reduction, 61, 26 r

Salary arrears, 394
Sales tax, 351, 355
Salvation Army, i6z

Sanitary conditions, 3*

Sanitary engineering, no, 124
Sanitation, decline of expenditures for,

369
Santa Gertrudis cattle, 468
Santo Domingo, 26

Savings, 88
and current accounts, 345
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Savings (continued)
lack of spirit for, 366
lottery's effects on, 364

Scarlet fever, 103
Schools (See also Education)

agricultural, 144, 145
extension organization, 145

buildings, 146, 149
rent, 147

closed by Machado, 129
curriculum, 130, 136, 142

elementary, 135
enrolment, 132, 134, 135

by provinces, 135

pupil-teacher ratio, 135

medical, 116

normal, 140, 1468:.
of pedagogy, 142, 143

private, 130
rural, 137 ff., 451-452

defects of, 137
need for, 138
need for teachers of, 140

Seigniorage profit, 315
Sdigman Report, 350, 376
Senegal cattle, 467
Sewage disposal, 96
"Shanty-towns," 159, 160

Shoes, 73
manufacture, 64

Silk-worm culture, 162

Silver, 14, 16

policy, 315
Silver pesos, 313, 328
Slndicato de Qbreros y Empleados de

la Cuban Telephone Company,
422 ff.

Single Seller, 243, 244, 296
Slavery, i, 28, 29, 32
Smallpox, 96, 103

Soap tax, 359
Social welfare, See Welfare
Social workers, 450
Sodcdad Econ6mica de Atnigos dd

. Pds, 22, 144, 157
Societies (See also Spanish Coopera-

tives), secret, 39
Soil, 42, 267

analysis, 302
erosion, 463
land maps, Ch* XIX
survey, 454, 460

Soil (continued)
cost, 46
personnel, 462

yield, 300
Soils, types of, 454

farming, 456
grazing, 455
sugar cane, 454
timber, 456
tobacco, 455

Soup kitchens, 284
Spain, i, 5 (See also Spaniards, etc.)

commercial treaty with, 50
Spaniards, 22, 27
and 50% law, 212

citizenship, 37
economic power, 40

Spanish American War, 43, 51, 484
Spanish cedar, 464

Spanish colony, 40

question, 36 it.

Spanish cooperatives, 38, 40, 119, 120,

Speyer Loan, 1904, 356, 379
Sports, 175

Squash, 62

Stamp tax, 362
Stanclards ol living, 72 fT.

improvement in> 145
Statistics

vital, 95, no
Stores, "company," 284
Strikes, 4, IT, 12, 14, r6, 444

general, 182, 185, r86

general, prohibited, 202

Havana bus drivers, 182

legislation, criticism of, 204, 207
medical, 120

mines, 183
movement (of August IO.M) l %*
retail clerks of Santiago, 206

spontaneous nature of, ift^

sugar mills, 183

sympathetic, 202

telephone, 205
transportation, f8&

Student Left Wing, 196
Students
and social work, 180

assembly, 15*
committee o purification, 150
resistance to Machado, 10* 16, 129
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Sub-ports, 235-237, 301, 435-437
Palo Alto, 436

Subsidies

beet sugar, 236
family, 89
to Cuba by Jones-Costigan Act,

305
Subsistence homesteads, 164 (See also

Sustenance Homesteads)
cost of erection, 481

Sugar
blanqueado, 225
"benefit of preference/' 251, 294
cane

Crystalline, 267
cultivation, 266

cutting, 215, 285
dumps, 264
variety, P.Q.J. 2878, 241"

P.O.J. 2725, 267
zones, 267

chief competitors of Cuba, 235
crop restriction

and new types, 267
effect on Cuban mills, 299

history of, 241, 242
depression, 238
"direct consumption," 225, 233, 259,

260, 309, 310
dumping, 305

of refined sugar, 306
exports, 19, 47, 48, 60

"
decline, 53"
destination of, 234"
"hedging" market, 235

**
tax opposed, 307

financing of, 230 ff.

free trade in, 304
grinding season, 241, 242
importance to Cuba, 50
industry

arid racial welfare, 445
external features, 223
present state of, 362
saved from further decline, 492

international agreement
of May 9, 1933:, 248, 251
criticism of, 304
new international agreement pro-

posed, 305
weakness of* 252

law of supply and demand, 237

Sugar (continued)
market, local, 235

American, 220, 232
open, 237"
overestimated, 256

machinery, 219, 222

marketing of, 232, 239
pool, 251, 256
preferences, 236, 245, 260

prices, 220, 234, 235, 238, 252, 258,

294"
collapse, 251

"
control, 221, 295

processing tax, 260

production, 2, 4, 42, 223, 265"
av, cost of, 297"
controlled, 240-258
in U. S., 245

quotas, 14, 235, 241, 260
"

fairness of, 254"
transfers, 255"
under Jones-Costigan Act, 260

rationing, 266
"raw" defined, 224

replanting, need of, 262

tariff, 20, 61
'*

reduction, 61

transport costs, 300 S.

turbinado, 225
warehoused, 296
world market, 235, 236

Sugar, beet

American interests, 243

production, 222, 235, 238, 241, 259

Sugar Defence Act of Oct. 4, 1927,

241

Sugar Defence Commission, 241, 243

Sugar export
American control of, 248, 256

Corporation, 22, 241, 247

export tax proposal, 375

management, 257

Sugar Institute (Cuban), 248

Sugar Institute (XL S.), 224, 309

monopolistic practices of, 311

Sugar mills

average output, 220, 223
concentration of, 219
corporate forms, 226

decrease in number, 218

employees, 289
employment, seasonal nature of, 282



520 INDEX

Sugar mills (continued)
financial liquidation, 227"

needs, 302, 303
"

organization, 221

"free," 255, 299, 303
guards, 280
labor contracts, 290
managers, 184, 266, 290
ownership of, 226, 227 F.

proposed government ownership,

229-230
seized by workers, 183

size, 226 ff.

struggle for survival, 297 fif.

under bank control, 228

"tandems," 265

wages paid, 282
work at, described, 282

Sugar Plantations Operating Company,
228

Sugar, refined, 308 ff.

American refineries, 228, 309
Cuban refineries, 224, 261

value of, 225
Sugar Stabilization Law, 226

bonds, 257
terms of, 247, 252, 253, 257

Sugar tax, 362
Suicides, 54, 172

Supreme Court
and Tarafa Act, 436
"

telephone strike, 430
Sustenance farming, 20 (See also Re-

construction Program)
importance of, 443

Sustenance homesteads, 472, 478
in forests, 465

Swine production, 449
Syphilis, 103, m
Tarafa Act, 301, 304, 433, 435, 436

defects of, 437
recommendations concerning, 438-

439
Tarafa, Jos, 241, 243, 267, 436
Tarafa Law, See Tarafa Act

Tariffs, 9
of 1921, 246
of 1927, 50, 54, 489
reduction of, 260

Underwood, 245
U, S. incidence of, 245

Taxes

ability to pay principle, 351
allocation of, 351, 354, 359
assessment of, 361-362
assessment of land, 376
coffee, 358
collections, 350
consular invoice fees, 355
consumption, 62, 351, 358, 359
customs duties, 351

revenues, 354'355"
surcharge for charitable in-

stitutions (Qbras Beneficas del

Patronato), 355"
surcharge for public works,

355
emergency law of 1931, 351, 357
excise, 356-357

export (on sugar) proposed, 307
gasoline, 355, 358

inequitable working of gasoline
and transport fees, 360

inheritance, 359
interest, 357
land, 361, 366-367

municipal, 361-362, 367
on uncultivated land, 475
paid by utilities, 416" **

railroads, 434
ports improvements tax, 355
processing (on sugar), 260

profits, 357
property transfer, 359
provincial governments, 368
reduction of, 62

revenues, 1929-1934, table, 350"
government, by sources,

table, 352-353
ce 35^359

salaries, 357
sales, 351, 355

soap, 359
sump, 362
sugar, 362
system, 350
transport, 360-361

Teachers, training for, 147
Telephone rates, 4x7-418

Telephone strike, 423 0*

Committee on Social Cooperation,

4*5
sabotage* 427
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Telephone strike (continued)
settlement of, 431-432

strike-on-the-job, 424
Supreme Court and, 430

Ten Years' War (1868-1878), 29, 43,

219, 269, 473
Terrorism, acts of, n, 16, 17, 18, 19
Textiles, 63

cotton piece goods, 64
Ticks, 469
Timber, export, 463
Tobacco, 42, 47, 53, 60, 62, 74

"administration," 77
reduction of tariff, 61

Toilet waters, 65
Tomatoes, 62

Topography, 42
Tourists, 484

expenditures, 47
trade, 54

Towns, small, needs of, 178
Trade, Cuban

with Japan, 65"
Spain, 60, 66

"
United Kingdom, 60, 66

"
United States, 60

Trade Agreement, 16, 260, 469, 470,

490
other foreign countries and, 66

summary of, 61-67
United Kingdom and, 67

Trade Union Unity League^ 193

Transport tax, 360-361

Treaty of Paris, 37

Trejo, Rafael, to

Tribunals de Urgencia, 17
Tribunals

of National Defense, 203, 427
of Sanctions, 13

Tropical Plant Research Foundation,

460
Trucks, taxes on, 361
Trust companies, 346
Tuberculosis, 96, 99, 100, $05

control, * 10

sanitarium, MI
Typhoid fever, jox* i02 105, 1x5

Unemployment, 4, 86, 87, x6i L, 198,

213
solution of, 2x7

Un*6n Fraternalf 33

Unidn Nacioncdista, 10, 15
United Fruit Company, 99, 216, 220,

228, 479
colonization plan, 285

United Railways, 433
United States

and Cuban market, 59, 220
" Guantanamo naval base, 499-

500
intervention threatened, 184

Military Order (No. 2), 401, 405
Military Order (No. 62), 52
Military Order (No. 155), 35, 214
occupation (1898-1902), 2, 43

policy, 21

recognition, 14, 15
second intervention, 7, 372
treasury, 20
unmakes Cuban governments, 497

United States Tariff Commission, 278,

309, 311

University of Havana, 10, 14, 32, 116,

150 ff.

administration, 151, 152

autonomy, 14, 16, 132, 152

graduates, by schools, 155

negroes in, 154

"purification" of, 150

reorganization, 152, 153

Uruguay, 54
trade with Cuba, 489

Vaccine

smallpox, 114

typhoid, 114
Vagrants, 162

Varadero, 484
Varona, Enrique Jos<5, 19

Vegetables, 470

export, 53
fresh, 485
seasonal duties, 62

Veldsquez, Diego, 42, 218

Verdeja Act* 240

Vieques Sound, 500

Wages, 4
1920-1934, 287
and sugar industry, 75, 282, 286

**
tobacco industry, 74, 76

levels, 86flF

minimum, 14, 16, 208, 287
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Wages (continued)
mining, 86
task payments in sugar, 287

Wallace, Henry A., 259
Warren Brothers, 383 ff.

Water power, 398
Water supply, 115, 397
Welfare, Public, National Department

of, 1 60, 163
Welfare, Social, 159 ff.

in sugar mills, 283
lack of social service, 165
social workers needed, 166

training, 179
Welfare societies

National Committee for Welfare and
Defense of the Needy, 162

Welles, Sumner, ir, 14
White, Jose, 30

Whooping cough, 103
Women
and social work, 179
criminality, 172
in CNOC, 195
position of, 68, 73
work, 77, 286

Wood, Leonard, 52, 160
Workers

census of, 50
World War, 44

and sugar prices, 234"
sugar production, 220

Yellow fever, 96, 103, 104

Zapata swamp, 472
Zona Fiscal, 360
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aguardiente
arroba

asientos

Autenticos

ayuntamiento
barracones

batey

beneficencia

bodega
bohfo

botella

caballeria (cab)
carretera (central)
central

colonia

colono

cordel

finca

fonda

guajiro

hacendado
hacienda (Secretarfa de)

huelga

ingemo
instituto

junta

latifundia

latifundismo

Machadato

mayoral
mestizo

mtmicipio

quinta
sabanas

Socledad An6nima
tercio

Tribunales de Urgeacia
vales

zafra

spirituous liquor from sugar cane
measure of weight, 25 pounds
concessions

members of the Partido Revolucionario Cubano (Grau
Party)

city hall; municipal government
barracks for housing itinerant .workers
land and buildings immediately adjoining the sugar

mill

welfare

retail grocery

peasant hut

political sinecure

measure of area, 33H acres

highway; (Central Highway)
central; sugar mill

farm of a sugar planter

sugar planter
measure of length, 22% yards
small farm

eating place; inn

peasant; small farmer

landowner; large farmer

plantation, estate; (Treasury Department)
strike

sugar-grinding mill

institute; secondary school

council, board

large land holdings

system of large land holdings

period of Machado's presidency
field overseer

person of mixed blood

municipality

country seat* villa; clinic

savannas, grassy plains

corporation

bale of tobacco weighing approximately 150 pounds
Emergency Courts or Tribunals

lOU's

the sugar crop; more specifically, its harvesting and

grinding
533
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