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ANTIDUMPING AND UNDERVALUATION.

COMMITTEE 0N WaATS AND Mr.#xs,
Hotse oF REPRESENTATIVES,
Wednesday, Jwly 16, 1913.

T1 e committee this day met, Hon. Joseph W. Fordney (chairman)
pres ding. )
T! ¢ Cuararax, Mr. Burgess, we will hear you now.

ST,.TEMENT OF MR. WILLIAM BU’RGESS, BEPRESENTING THE
UNITED STATES POTTERS’ -ASSOCIATION. .

21> Bureess. Mr. Chairman and gentlemen. the question of anti-
du: :irg and undervaluation is a matter that I want to speak of to-
czv. 1 do not know so much about what is technically antidumping
‘or ¢ 1nping in this country as I do about valuation, and it is a
hait aiatter sometimes to draw the distinction between dumping and
un. ovaloation, because the effect is the same. As far as I know,
thor @ are few instances, like in the dye industry, where a foreign in-
du ‘i3 has deliberately gone to work to ruin an American industry
by © =dervaluing their goods and dumping at a lower price than the
Lo = raarket value. It seems to me, and always has seemed, that
our 'uw, if executed, was sufficient to prevent that kind of thing:
but we have such an amount of red tape connected with the proving
of © sse irregularities, and the burden of proof being entire}y upon
the .»overnment to prove the values of the entered invoices, it seems
to . 2 the whole process should be changed; that is, the whole method
of . iministering the laws should be changed. The burden of proof
€12 4 be entirvely upon the foreigner or the importer.

2 r. Youxe. Is the valuation and the sale price the same thing?

- . Bureess. The Jaw now provides that the duties shall be col-
les« »¢i at the usual wholesale price at which foreign goods are sold to
al, mistomers in the country of production.

. Moore. And at our customhouses we accept the foreign price.
. Boreess. The foreign invoice price.

i, Moore. Our duties are based upon that.
7 v BureEss. Yes. ’
2z Moore. And vou would advocate a change so that the valua-
tis 1 would be fixed in the United States?

. "v. Bureess. That would be a very desirable change.

- v. Moore. The reason for that being that the opportunities for
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. "r. BrreEss. Yes: and it is very much more difficult to ascertain
t Joets. :

< ~ipulation of prices on the other side are much greater than here? .

7. Youxe. If undervaluation and dumping are practically syn- .

¢ 1ous . ’

.ir. Brreess. In the result they are the same.

Ir. Youxe. You say there is a certain valuation placed on the
gr o, If invoiced for the smmne amount, that would hardly be true,
voornd it?

«r. Boreess. 1 do not just cateh that.

- - . o, . o
'Ir. Yooxe. I am tryving to get at that proposition, as to whether g

of

1g

vr “ervaluation and dumping have the same result?
A

.'r. BorcEss. Yes.

Qa



6 ANTIDUMPING AND UNDERVALUATION.

Mr. Youxe. If the invoice is the same amount as the undervalua-
tion, of course that would be the same as dumping; but if the invoice
is made for one thing and it is undervalued simply for purposes of
reducing the duty, that would be another thing? -

Mr. Bureess. The invoice in that case would show the undervaln-
ation, provided we could prove the real market value.

Mr. Yorxe. What is the usual custom; are valuation and the in-
voice the same? '

Mr. Brreess. In the great majority of cases it is passed through
that way. The goods are invoiced from abroad at a given fiqure;
thev are entered at the customhouse, say, at New York at that figure.
If the examiner of that particular line of good does not believe
that there has been any undervaluation: in other words, if he con-
siders that invoice correct. it is passed and the duty is paid on that.
If, however, they question it, the advance is made according to the
best knowledge of the examiner. The importer almost invariably
takes an appeal to the Board of General Appraisers. One general ap-
praiser then hears the case, and in many cases the examiner has no
special evidence to back up his statement, and the case goes by
default. :

Mr. GARNER. Is there not a remedy for that: do vou not have to
have these invoices viséd by the American consul in the country
from which they come?

Mr. Brreess. Yes, sir; but that does not amount to anvthing.

Mr. GARNER. Suppose a consul should decline to Q. K. that invoice
at that price?

Mr. Beraess. He has no authority not to O. K. that price without
the permission or direction of the State Department, through the
Treasury Department. .

Mr. Garxer. If T am a consul in Germany and you are Secretary
of States and you give me instructions as Secretary of State to
withhold my visé from any inyoices until they are fair and I execute
vour orders, would not that protect the American Government with
reference to those goods? ‘

Mr. Brreess. It should.

Mr. Garxer. Why it is not done?

M. Brreess. For diplomatic reasons. :

Mr. Garxer. There is in the law the protection, if it will only be
exercised. As Mr. Kitchin suggests to me, you may have the books
examined, or go into other conditions desired, before you visé that
invoice. If the State Department is not performing its duties in
that direction vou ought to call that to the attention of Congress, and
Congress ought to investigate it; but the whole question of invoices
is still with the executive branch of the Government, and the pro-
tection can be had under the present law. '

Mr. Yorxe. He savs that for diplomatic reasons they can not do it.

Mr. Garxer. How do you know that can not be done for diplo-
matic reasons? : ,

Mr. Brreess. I will give an illustration. The value of French
china was questioned. A dinner set sold by Wanamaker & Co. at
retail was traced back by me through the custom house. It was sold
to the jobber -at $18.50. It was entered through the custom house
at $3.77, and the duty paid on 85.77 was a 60-per-cent duty, making
about $3.50. That showed on the face of it, by simple mathematics,
that the largest jobber in this country was paying a price giving
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this importe; a 114 per cent net profit. I took up the matter with
the Treasury Department. They asked me to make an investiga-
tion. It is : long story, but the substance of it is that we found
those goods “rere being sold in France for about $11. That was the
home market value. They were undervalued. therefore. almost one-
half, coming into this country at $5.77. We also discovered that no
outsider, out :ide of a certain group. could buy any goods in Limoges,
France, the ‘lina center. You had to buy them duty paid through
their Americun agents.- : : :

A commis lon was appointed to investigate and get at the books
‘as Mr. Kite in has suggested. There were over there in the neigh-
borhood of - zur or five months. _

Mr. Tre.oway. They were appointed through the Treasury
Department - ' '

Mr. Borr . Appointed by the Treasury: consisting of one of
the ablest « suniners at the port of Chicago: the special counsel
associated 17l the Assistant Attorney General in charge of cus-
toms, and . 1ost expert Government confidential agent in Europe.
I was aske '’ "2 accompany them as adviser, which I did. When this
became krc v, the New York French Importing Association ap-
pointed th » cf their members to go to France. Theyv also directed
that their . ":rner, who was a prominent man in New York, should
accompan® “.em. Hé went to France. When the commission got
to Limoge:+ they found that the chamber of commerce, which is
motre thar. ar chamber of commnierce here. being a semipolitical
organizati- i. v part of the Government. had made all arrangements
for the cou nission. had the rooms selected. and had an interpreter
and a ste::: rrapher, and everything for their comfort to facilitate
their worl:. )

The co:. ‘:sioners anticipated that somewhat. and secured an in-
terpreter . 1 stenographer in one person in this case. in Paris, who
went dow: *2 Limoges. Knowing the general situation, they de-
clined the .ispitality of the Limoges Chamber of Commerce, and
said thev - ‘urld rather conduct their investigations independently.
Theyr toos »coms in the Hotel Continentale in Limoges. Very
shortly t1: - I2came aware of the fact that thev were being followed,
shadowed. I¢ turned out that there were two male detectives and
two fem:. letectives on their track, watching every move they
made, ni’ + and dav. The concierge at the hotel was instructed.
and atter. -2 to be bribed. to intercept all the mail going to and
coming f:¢ : the commission. The commission also anticipated thar,
and it is 1 v own opinion that their “ ante ™ was a little higher than
the Limes: = fellows” “ante,” but the result was that the manufac-
turers wc:  instructed not to answer any question that the commis-
sion put ¢ taem, or show them their books unless the New York
attorney -5 present to tell them whether thev should answer. or
should i ~rmswer. They naturally took a great deal of time to get
very muc. aformation.

There v -5 one concern which was doing an independent business.
Marshall “::ld & Co. of Chicago. Marshall Field were interested
in having: .2 duties properly assessed, because they were dealing with
unfair ¢ : etition through these importers, in this country, buvring
direct. = v found that they were paving 35 per cent higher prices
and pav’. - :luty on 33 per cent higher prices than this group of
New Ycv: importers who were entering their goods and paying

.
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their duty, and under the provisions of the law they had to buy at
the market value. There was what was known as a 1908 rate list,
which estabhehed fixed values, that was very arbitrary and a gross
undervaluation over the prices that the law contemplated; that is.
the home market values.

We came home. Investigation was then made in this country in
a way that could not be made in the old country, because we had
some jurisdiction over the men here. Accountants were appointed
to investigate the books. They started in tc make these investiga-
tions, and in one case they found that over a given time an importer
sent over 140,000 francs more than the invoices called for covering
the same period of time, which very plainly indicated the undervalu-

ation of those goods to that extent.

Another conzern was being examined. The head of the account-
ing ‘firm became_ suspicious at once and told the chairman of the
commission to be very careful not to let any paper go unnoticed. no
matter how unpromising it might be, because he said these books
had been rewritten and rebound recently in the old covers. This
chairman of the commission saw, among other things, an old letter
press copy that had been used by a predecessor of this concern. The
book he took down. not imagining there was anything in it, because
the leaves were vellow; but as he turned over to the end. at the end
of the book he found a few pages that had not been used, and the
fresh black ink attracted his attention. He commenced to read_the
letter. He saw it was of a recent date. and in it this New York
importer was instructing their French representatives, their French
firm. how to fool the commission, and how to mislead them, and gave
them explicit instructions.

While this was going on the proprietor came up and noticed that
le had been discovered in that very important bit of evidence and he
reached over to tear the page out “of the book. but the chairman of
the comnission took hold of his wrist and said: “ This is the United
States Government vou are treating with now, and you leave 1t
alone.” He left it alone and took his hat and went out..and the next
dax he was found a suicide. He could not stand the exposure of
bemrr digcovered. ’

Another concern. a large concern in New York, was performing
the same kind of undervaluation which amounted to dumping. In-
dictments were gotten' out against the New York representatives,
and the head of the concern was then in Paris, but his arrest was
not made at the request of the attorney in charge, who said he would
deliver the man when it was necessary; but instead of that he slipped
out through Canada and back to his own country, which was (xer-
many in this case.

My, Krrcuix. When was this?

Mr. Boreess. This was four or five years ago, a little before the
war; some time ago.

M. Krrcmix, A few vears before the war?

Mr. Brreess. Yes.

My, Krreaix. Oh. well, the law is better enforced now than it was
then. That was under Mr. Taft’s administration [laughter].

Tlie Cuarrarax. That is a joke, Mr. Burgess [laaghter].

Mr. Brreess. I wouid like very much to believe that.

Mr. Kircurx. I knew from whet vou said that it was under the
old t‘lllﬁ act. before these provisions had been in force and enforced;
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and that ver s case was one of the reasons why we tried to make more
stringent lav’s as to valuation in foreign countries.

Mr. Moore. The law must have been effective if the man com-
mitted suici.ie.

The CrarayMaN. In answer to the question by Mr. Kitchin I want

_to say-

Mr. Xarc sz, I stated a fact.

The Cra ayax. I want to state a fact. They amended the law so
as to put r.» ve goods on the ad valerem basis instead of on the specific
basis, and ¢ erefore offered a premium for fraud.

Mr. Iu. s1x. You can not cite any case similar to this that has
taken plact zince then.

o Mr. Gx 1 v2E. You gentlemen are talking politics, and I am trring
to get mf saction.

Mr. K17 :mx. I resent that. [Laughter.] I do not believe that
when a £0] uw states a fact he is talking politics.

Mr. Gz sz T asked the gentleman a question and he started ‘out
to give i I ustration as to why it was that American consuls in
France an | «.zelm'mv and other countries could not esercise their dis-
cretion o 1) viséing invoices below the value that thev knew should
have bee:: iven. and Mr. Burgess said that the answer was that they
could noe? M') themselves for diplomatic reasons. and yvet he has not
touched ¢ 2 diplomatic phase of the matter up to this time. I just
want to : 1] your attention, now, Mr, Burgess. to the fact that vou
have nex( gotten back to the point that I wanted vou to answer, the
reason v . = cur consuls could not do that.

Mr. Ii: sess. I can give you in this connection one diplomatic
reason. i3 Limoges 111\"est10at10v1 resulted in a bringing of 16 suits,
crimina. its and forfeiture suits also. The French Government—of
course, ¢ : rianufacturers on the other side were very much incensed
over thee - suits and they went to headquarters—the French Govern-
ment tco ¢ the matter up and went to see the American ambaszador
to protc- - jgainst such a procedure. The ambassador took the matter
up witl - i country and did not make very much progress. Then the
House 3°put1es tool it up in earnest. They said, “ You are going
to have Fanama Exposition, and we do not propose to back up an
indust:: _ proposition of that kind with any exhibits from France as .
Jong o cnu are treating us unfairly. and unjustly in this war. and
we wil’ ~ct make any f\ppropu.\txon for that Panama E\po\mon
unless ¢ 2z French china suits are withdrawn. The administration
change ™ -7 about that time:

The ¢ ~amyax. When was that?

Mr. oroEss. That was a little after President Wilson came in
office. © “uink.

Mr. | Tacre. Then we were showing a little bit of the spirit of
worlc - smocracy.

Mr. "irroess. Yes; but the administrative law is not changed

Mr. : Tore. T mean in championing the withdrawal of those suits
thev v .2 showing the universal spirit of brotherhood. [Laughter.]

Mr. {rrcmix. When were the suits brought!

My rnerss. The suits, I suppese, were brought at the close of the.
Taft . ainistration.

M, "“"CH'\ How do you know this conversazione took place be-
tweer s Government and the French Government with respect to
the 2 :zma Exposition?
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Mr. Brroess. In various wavs, through newspaper information
and from a conference I had with Ambassador Herrick, who came
home. )

Mr. Krrcuix. The newspapers would not be very much evidence
[Laughter.]

Mr. Boraess. But that was newspaper talk; it was common knowl-
edge. The result of their protests was that the Attorney General,
who was Mr. McReynolds at that time, found that there was a techni-
cal question which would enable him to withdraw six of the suits.
So six suits were withdrawn. and the appropriation was made, and
the Panama Exposition went on. :

The CHairyax. How much was that appropriation ¢

Alr. Borgess. $400.000. I believe; that is my recollection.

The Cratryax. So the suits were really sold out for $400,000?

Mr. Brreess. Those particular suits.

Mr. Krrcuix. He sayvs Mr, Herrick did it.

The Cramryax. But it was an easy way to get the money, whether
it was a Republican or a Democrat who did it.

Mr. GarxEer. Let us see what the real effect of your argument ic
It is this. 1f T understand it. that if the French merchant or the Ger-
man merchant undertakes to undervalue his goods, and the Ameri-
can consul is cognizant of that fact, if the American consul un-
dertakes to exercise his discretion in the premises the diplomats
of those countries will bring pressure to bear on this country in
order to force this country to agree to something that the law
does not permit, to agree to a fraud and a misrepresentation. It
may have happened 1 this particular instance you speak of, but I do
not think the diplomacy existing between the various countries is
such that when one country will—take it in one country where a
question is based upon a misrepresentation, which is the question
vou speak of-—one country will brow beat this country to such an ex-
tent that they will consent to the perpetuation of a fraud. I think if
such a thing can happen the diplomacy is in very bad hands, and 1
am not willing to accede to the proposition. . o

Mr. Moore. This country could not possibly be wheedled or brow-
beaten under existing circumstances, could it? '

AMr. Garxer. I am trying to get at the facts.

The Cramarax. You do not allow Mr. Burgess to answer. Please
answer the question, Mr. Burgess. .

Mr. Brreess. Take another case which involves diplomacy right
in this same connection. The consul at Limoges was a French
Canadian who became a citizen of the United States and lived.in
Massachusetts. He found the position in France was a very pleas-
ant and congenial one. The commission suggested that be shonld
get information for them while they were there. He did not want
to get it. He wanted an excuse for not getting it, o he said that
he did not have the right to make that request without directions
from Washington and that he would find out what he should do.
He went to Paris, talked with the consul genersl about the matter,
and put his interpretation upon it, and sent word to the State
Department asking whether he should comply with the request of
the commission or not. The way it was stated, nf course, brought
a negative reply, and the commission were handicapped in their
work by the act of the United States consul at that port.



ANTIDUMPING AND UNDERVALUATION. 11

Mr. Garxiz, But there is a remedy for that, and that is to cut
off the head >f this consul.

Mr. Brrerss. Exactly.

Mr. Garx'n But you want to change the Jaw. I want to know
why it is necessary, if the present law is functioned, to change it,
and I am trving to direct vour attention to the fact that you “have
not yet shcon us that if the State Department did its duty with
its consuls i i foxelo'n countries as to invoices it would be necessary
to change ¢ & law.

Mr. Bur: ss. That is not the function of the consul—to find out
the values ¢ f zoods abroad.

Mr, Gar» o Let us get down to the crux of it. Your contention
is that a « s gul 1n France is not required to make any Inquiry as
to whether = =ot the invoice is a correct one or not?

Mr. Bt :3¢. He does not feel that it is his obligation. In this
particular ‘&2 it would be a simple thing, because Limoges is a
china cenc: .

Mr. Gan orn You made a statement that T would like to have you
confirm. «: . if you can confirm it it will lead very much towmrd
my voting v this.proposition. It will influence me very much in
my vote © .‘i reference to a change in the law if you can confirm
the state: . Strou made that the State Dep'utment and the consuls
do not cc: “iler it their duty to 1001\ into the question of the correct-
ness of i:‘ iices.

Mr. Brizss. I did not say that; I said they did not feel it
their duts . or was it their function, to find out the market value of
those gau: - which is involved in your question to an extent.

Mr, C ~ER. If 2 man brings a package of goods for invoice, the
consul €51 1ly accepts his statement and does not look into it?

Mr. Bt smss. Yes: in 99 cases out of 100. and in-the large con-
sulates it = a practical and physical impossibility for the consul to
do it. 70 wre might be a thousand commodities coming throungh his
office: 1> ¢ not the time nor the money at his d]“pOSﬂl On several
occasiors - asked the consuls if they knew whether the prices that
they wer adproving were correct, and they said, “No: we do not
know, e =i as it comes through invoices f1 om several different con-
cerns. a': i*’ they are all about the same price we take it for granted
that thae i nbout the price.” I said, * Why don’t you investigate?”

They v . ** We have not the time nor the money. and we are not
going ¢ wnd our own money for that kind of work.”

My, Fhaxer. If vou are Secxetmv of State and I am consul in
France. .Jl if Con‘*less gives vou the money and I am under your
directic: , ©o You not think I should ascertain the value of invoices

', '8 your consul?

Mr. 7 nsess. Where there is a will there is a way.

My :L\'I-:R Exactly. Now, that is what T am coming to. You
¢: the law. Congress has given the State Dep'utment the .

"t ion theyv have ’l=1\€d for. I call attention to the fact that

: for vou to come is clearly not Con«*less. it 1s with the ad-

minissz on of the law, and your place is at the other end of the
Avenut
Mr. " 7uTN6. Does it not clearly mean that the consul is not the

best ¢ *nl by whom that work can be done? The consul is a man
we are oiing to to sell goods of the United States in foreign coun-
tries © o commercial went of this country. He is supposed to be
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the American agent to find new places for American goods. If he is

doing that he can not be quarreling all the time with the country

where he is. He has got toqbe our agent in selling our stuff, and that.
is enough for the consul from this country to do, and we do not want

to put him in a position where he is going to quarrel with everybody

in a foreign country; otherwise, how is he going to sell any goods

over there? ‘

The CHairyax. If you will permit me, I thirk this is an appro-
priate place in your statement for me to make a statement to the
committee, and I want it to go into the record to substantiate what
the witness is saying. I have given this matter considerable thought.
I have consulted with Mr. Burgess at times. and he came to see me
shortly after he came back from Europe—when he was over there as
a representative of the Government—so this has been in my¥ mind for
many years. I have in my room in the hotel, and I will bring it
over here and have it put into the record so that the committee may
see it—I wish I had it now—a statement made by Mr. Burgess.
which contained a copy of a speech before the Berlin Chamber of
Commerce. :

Mr. Bureess. I have a copy of it here, 1f you want it.

The Crarryax. T should be very glad if you would put that in
the record. because it will explain the matter better than I can.

{The article above referred to is copied in the record, in full. as
follows:) ’

ADDRESS AT BERLIN CHAMBER OF COMMERCE.

(An address made at a large commercial gathering in Berlin. by the chair-
man. one of the largest and most reputable merchants in Germany. The ad-
dress was made behind closed doors and afterwards was read hefore all the
chambers of commerce within the realm.)

As a fact the United Stares is not dependent for its existence upon the cnl-
lection of duties, and it can aftord to allow the falling off of revenues in this
direction for what they claim * the general good.” From this standpoint it
is clegr that in the administration of the tariff is concealed the power and
purpose to make the entry of certain compering articles as ditficult as possible,
and to carry this out the United States Government agents resorted 1o the
meapest and smallest weasures.

The first of tbese is the certification of the invoices by consular officers
stationed in various districts of the Empire; second. the investrigations by
customs officials as to the correctness of the statements in the invoices which
have not the force or effect of an oath in the German Empire:; third. the
reexamination in cases where there is reason to doubt values by agents of
their Freasury Department: and. fourth. by the high penalties added for under-
valuation. XNaturally we all admit that an acrual swindle is incorrect in any
bhusiness transaction, butr *undervaluation ™ should not be treated as such
unless positively proved. However, no such elasticity is to be found in the
minds of American customs officials. who treat * undervalnﬂtic:»u,:‘ as they call
it. as fraudulent. and they at once app!y the usual penalties. Qur goods have
been exported to England and the United States at lower prices than those
for the home market. and there have heen more or less low values for the
States, and in some cases what would be there termed “ fraud,” and such are
the conditions at the present time.

“Market value,” as defined under American law, is the wholesale price at
the rime of export, and our trouble lies in having two sers of prices. one for
export and the other for home trade. We have to resort to a division of ship-
ments under the so-called * $100 clause * to Keep our marters secret. save fees,
and avoid contrel on that side,

Declarations in inveices compelling all sorts of statements as to how the
goods were obrained. whether by purchase or otherwise. values in Jdetail and
charges of every character are the crowning point in the pryicg curiosity prac-
ticed under the American custems Iaws, :

These things all lead to abuses. and we are promised that th? menns of gain-
ing information through American consuls and agents will be shur off. Our
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boards of trade .re fully awake to the dangers that surround us. and in making
every effort to ¢ ose the doors against this ubuse they are hoping for the whole
support of the (;ogvernment,

Experience bi's taught that the workings of tariff have not fultilled the pur-
pose for whicl ‘¢ was created. but, on the contrary, the information gained
under this regu o:ion concerning coxsts of producrion has been so defective that
in many cases it has Leen misleading bLecause through the prudence of our
officials we have taken care that investigation of this ch‘lmcter shall throw little

“light upon the ‘¢rual value of their consignments,

In many case s trouble has been avoided by having invoices consulated remote
from districts { @ which the goods are manufactured. but we must follow up this
whole questicn cs to the rwht of consular and other officers to pry into our
business for t ie purpose of keeping out our merchandise, and in this we are
assured of tl:» urdial support of our Government. Such treatment on the part
of American ¢ *itials and the cause for it is plain, and now that concessions
must be made ny the American Government, if we stand together firmly as a
hody aided a:: supported by our board of trade, we can bring about a change
that will be ¢ inrold benefit to ous American export trade.

The Crma X, Now, those undervaluations are best explained
here by urc 1'*e11mo' prices in this country, according to the state-
ment made 5 the A.ttome'\ General, who was then the Alien Prop-
erty Custo:” tn. This is found in his report on the chemical founda-
tion, berrn"* ng on page 10: and also will be found in his annual
report. bef’ ing on page 25, his last annual report, I think, dated
in Januar: If the committee will'bear with me a few minutes, I
want to roi:l ‘t and have it go into the record. to show what the
Alien Pre- -ty Custodian said at that time about dumping goods
in this co:™ 2y at prices far below what the goods were sold for in
Germany. ."his ought to be extraordinarily good evidence. It comes
from a T¢ :aorat, wholly unprejudiced so far as politics are con-
cerned. ; umnt7 at the top of that page le says:

The met: . :: inder which this dumping policy was conducted and its extent
may be ili: ~mated by a few specitic instances  Most of these occurred in
branches ¢’ ":e chemical industry. othcr than the manufacture of dyes, for the
simple and ¢ % -ient reason that io thit country, at least, the dre-stufl indusyry
never reat: i, ( peint where it required much discouragement. When, how-
ever, in 137, ¢i.e first determined effo1t was made in this country to establish
the manuf. : 7 of an important interiediate: when, that is to sar, the Benzol
Products . wis organized by a group of men interested in the heavy chemical
industry, *: naufacture aniline oil on a lirge scale, the German hand was im-
mediately - I

The pri-: of aniline oil at the time of the establishment of this company
averaged 17+ c(ents. As soon as its rnanufacturve was fairly under way, the

P

German ¢ :rters commenced to cut tie price. Apparently, no definite prices
were mad.: - the Germans. but they adopted the simple policy of offering any
custoner tke pew coucern supplies at less than the price he was naving.
For exam: . ¢ne of their most imporrant customers refused an advantageous

contract ¢S4 cents, stating that he had assurances from the Germans that
whatever : [l¢ the Beunzol Products Co. made would be met and bettered by
them. A’ rlngly, the new company struggied on, conducting its operations
without 1. and only because it was supported by a group of men of excep-
tienal de’: wination and insight was it able to survive until the war gave it
an opporil . T to establish its business on a firm foundation. Among other
examples ¢ the following: In 1903 there were in the United Smtes five
manufacrs <~c of salievlic acid. By 1913 three of these had failed. Of the two
survivore. t 1¢ was the HeyZen Chemical Co., a mere hranch of a German
house. vw'. . as such. I have since taken over. During the latter part of the

decade 1. o4 to. salieylic acid was selling in Germany at from 261 to 303
cents. I te the same perind the German houses were selling it in rthis
country. .. “»r paying a dury of 3 cents, at 23 cents or from 6 to 10 cents below

what they vywore getting at homne. .

A sir:? = situation developed in the manufacture of oxalic acid. In 1901,
when tr¢ .- vas no American manufacture, it was zold by the Germans at 6
cents. .. 1403, when the works of the American Acid & Alkali Co. swere
started. ¢ .2 yrice was immediately dropped to 4.7 cents, at about which ficure
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it remained until 1907, when the American factory was shut down for a number
of months. During this shutdown period the price was instantly raised to 9
cents. When the fnctor\- reopened the price was again dropped until 1908.
when the company failed. It was then reorganized and .in 1909 secured the
imposition of u 2-cent duty on the acid, from which time up to the beginning
of the war the price ran at about 7% cents a pound. The same process was
carried on in regard ro bicarbonate of potash. In 1900 there was no American
manufacture and imports ran about 160.000 pounds. In 1901 American manu-
fucture began. This succeeded so well that in 1906 imports had dropped to
45,000 pounds. At this time the American manufacturer’s price was 63 cenrts.
while the import value was given at 4.9 cents. In the following year the
Germans made a determined and successful onsiaught. Their import value
was lowered to 2.2 cents with a result that instead of 43.000 pounds 310,000
pounds were imported. Accordingly, in 1908, the American manufacturer
failed. The price was immediately raised to 7% cents and remnined there-
abouts thereafrer until the war. Many similar instances might be cited, but
these sufficiently indicate the method and its results.

Mr. Garxer. May I ask a que~tlon? If the American consuls in
Germany had refused to invoice these goods upon a basis other than
the price at which the goods had been sold to the local people in
Germany, they could not “have been br ought to this country?

The CrmairMax. Let me say to the gentleman in reply that the
article which has been put in the record answers that. The German
gentleman before the German Chamber of Commerce states that it
15 his very purpose to muddy the water, and he goes to places in
Germany remote from the places where the goods are manufactured
to obtain the approval of the Government consuls.

Mr. Garxer. If you had said to the American consul in Germany
that he should decline to visé an invoice unless it was based upon the
current price in Germany, they could not accomplish the very thing
vou have mentioned; vou could not get that invoice viséd and there-
fore vou could not get the goods into this country.

The CHAIRMAX. \Iv firm conviction is, from what I have learned
on this committee and from a study covering a good many years
and from everything that I could oather in the way of information,
that. as the witness has said, out of 100 cases 99 are underv aluations.
and the American consuls do not know the values and can not
obtain the values and must take such statements as the exporter
gives as to the values. They will not let the consuls see their books,
and they have no power to examine their books.

I have interrupted you, Mr. Burgess. but I thought that would be
good information to give to the committee at this time. I will now
ask vou to proceed.

Mr. Brreess. T want to add just a little bit to the question from the
gentleman from Texas about the duties of the consul. T have occu-
pled that positian myself, so I know at first hand. They have not
the right to refuse to certlfv an invoice. Their 1emed\ is to notify
the port of entry that the Wood are undervalued, in their estimation.
That is their remedy.

Mr. Garxer. Is that a law, or a rule or refruhtlon of the depart-
ment ?

Mr. Brreess. A regulation of the department.

My, Garxer. So I still come back to the proposition that if that
is a regulation of the department. and each consul was told to secure
the enrrent price in the country from which the goods were shipped,
and if it developed that he continued to underv ‘alue the goods, cnt
his head off, and get somebody that will attend to the business of the
Government in that terrltoxv. and I say vou have got a remedy.
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Mr. Bvurcr:s, The difficulty is just what the chairman has said,
that the for:ign ‘manufacturer refuses to open his books qnd to
prove the cort.

My. Garx:r. It is not necessary for him to open his books, Mr.
Burgess. For instance, you have got a German consul. we will say,
in W ashmm . He can secure the current price of articles that are
being sold Leve to the consumer, and he does not have to open the
books of th( manufacturer. He can get the current price.

Mr. Yorxa. The wholesale price?

Mr. Garxer. Certainly. A man in this country can ascertain the
wholesale p1ice of anything in this country, if he wants to.

Mr. Yotr>s. Do you know what it is in W, ashington?

Mr. Gan> =r. No; but it is not my business to Jook into it. and I
think that - is the consul’s business to go and find out and ascertain
the true si¢ ntion. I say that you could obtain the current price of
the articles 1u this countn' to be sold.

Mr. Bt ies, It is easier to do that in this country than it is abroad.

Mr. Ga I am not informed with regard to abroad.

Mr. Br:: wss. I know that from experience. Another personal ex-
perience 1 . (llustrate what I mean. The first investigation that I
made was “cids coming from Holland and from Germany at a price
that wag .1 .ving the business to the wall. As an example of what I
mean, the s.,r.'rheh cup and saucer was being sold for 62 cents, and
the Amer’ 1 cup and saucer for 60 cents. These things came in at
50 cents .:iow the cost of the goods. We tried through regular
diplomat: vi:annels, or, rather through the Treasury Department. to
get info1 » -.+*on. and could not doit. It was not satisfactory. and the

ecretar .. :x.ed me to find out what I could. It was a long while
before I : su.d find anything on the other side. I finally oot hold
of the 1> : through the consul general of Brussels, M. ROOQeYelt. a
cousin ¢? ‘1e President, and he introduced me to a commissionair,

who wz. - the habit of buyring goods and also had an establishment
of his o = and he undertook to secure the price and to make pur-
chases. ,.structed him to make purchases to any degree that would
get the Z est wholesale value. He got a lot of 5&1111)16:. and I got
mform: : 2 that was desired. After I got home and the case was

pre&en* T tried to keep it as quiet as I could. but it leaked out just
througi. -ant channel this information was secured. Word was dis-
tribute.. “:roughout the factories of Europe to sell that man no more
goods, = . ‘hev did him up in business, wound him up. That is all
a mattc: f record, and can be proved. That is how they guard their
values « :zever a customer is seeking information.

Mr. 7 uiriewn. How do the foreign governments make their valua-
tions o1 cads shipped from this country to their countries?

My, onsess. It is largely shipped by weight, not money. Here
it is er w2y on an ad valorem basis.

My, ( -p71ELD. They do not have ad valorem duties at all in Ger-
many . I France?

Mr. | TroEss. Germany, as far as I know, and France, on those
things - 2 T have been interested in, have specific duties.

My, ¢ noFrewn. Entirely?

My, | oroess. Yes: but in Canada they have the ad valorem duty,
and i g give you a single illustration of how they take care of any
undeu' Zidtion” or dumping. There was a manufacturer in this
count: who was selling a commodity in this country for 85. To
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preserve his-organization and keep it going through the dull season
and slack trade he found that by selling the goods in Canada at cost,
which was $3; the bare factory cost, he could compete with the Eng-
lish goods of the same kind coming in under a preferential duty of
20 per cent. They made a shipment, which got to the border, either
Toronto or Montreal, I do not recall which, and in a day or two after
a gentleman appeared at this factory from Canada and asked to see:
their books, stating that he was interested in the American value,
and he told who he was. They said, “ We are not interested. We do
not show our books to anyvbody.” Vell, he politely bowed himself
out and said, “I will be at such and such a hotel, and if you should
happen to want me you can get me within the next day or so.”

The next day they received a telegram from their customer in
Canada, saying that their goods were held up in the customhouse be-
cause the factory refused to give information. This factory sent
down for the gentleman who was waiting quietly at the hotél for
results, and asked him to come up and take a look at the books. He.
came up and found as he expected that the whole market value here
was $3, and they had been sent over there for $3. He then stated,
% Perhaps you are not acquainted with our law, and that this is in
. violation of the law, but this is the first offense, and we will give you
an opportunity to reinvoice your goods at $5 and pay 30 per cent
duty, or you can pass them as they are at $3 at 30 per cent duty, and
we will tax you 50 per cent on the undervaluation, or the $2.” They
very quickly reinvoiced their goods at $5, and that wound up the
business. They could not compete with the English goods. The re-
sult was that they went to Canada and started a factory there for the
making of these goods for the Canadian market.

Mr. Owpriewo. What you want is for our Government to enforce
our laws in regard to valuation just as the Canadian Government en-
forces its laws? .

Mr. Burcess. Either cut the red tape so that it can be done, or es-
tablish some method by which this country has jurisdiction over get-
ting the facts and the evidence. We have none now with these for-
eign values. ' - '

Mr. Krrcuix., Did the commission, of which you were a member,
send over to France to examine these things, make a report to the
Secretary of the Treasury? ' i
. Mr. BurcEess. Yes, sir; it is a very full and elaborate report, I
think; covering a good many of the facts that I have stated.

Mr. Youne. Was that report printed? )

. Mr. Bureess. It is in print. ?t was a kind of confideritial report,
‘but no doubt you can get it. It is entitled, “ The Limoges Commis-
sion report on French China.”

The Crairmax. Mr. Burgess, if there are any statements vou wish
to make along the line of illustration like you have given the com-
mittee, that would aid the committee, which vou wish to have go in
the record, if you will prepare them:and hand them to the clerk, we
will be glad to have them printed, because it is very instructive and
valuable information. We thank you very much.

Mr. Moore. This is a matter of very great importance. It affects a
-change in the administration of the laws, and 1s one worthy of con-
sideration. . T

Mr. Burcess. We hope to bring that up later.

X



