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P-ROCEEDI-NGS

10: 02 a. m
CHAI R GRI MBALL: Good norni ng and

wel cone. The O fice of the United States Trade

1

2

3

4

5 Representative, in conjunction with the
6 | nt er - Agency Section 301 Commttee, is holding

7 this public hearing in connection with the

8 Section 301 investigation of China's targeting of
9 the Maritime, Logistics, and Shi pbuil ding Sectors
10 f or Dom nance.

11 On March 12, 2024, five |abor unions
12 filed a Section 301 petition regarding the acts,
13 policies, and practices of China to dom nate the
14 Maritime, Logistics, and Shipbuilding Sector.

15 The full petition is available on the
16 USTR website, under Section 301 Investigations.
17 The United States Trade Representative
18 initiated this investigation on April 17, 2024.
19 Based on the information obtained
20 during the investigation, USTR rel eased a report
21 on the investigation.
22 The report supports the determ nation
23 that China's targeting of the Maritine,
24  Logistics, and Shipbuilding Sectors for

25 Dom nance, i s unreasonabl e and burdens or
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1 restricts U S. commerce, and is thus, actionagﬁﬁé
2 The report is available on the USTR
3 website.

4 As detailed in the report, for nearly
5 t hree decades China has targeted the Maritine,

6 Logi stics, and Shi pbuil ding Sectors Dom nance,

7 and has enpl oyed an i ncreasingly aggressive,

8 I ncreasi ngly aggressive and specific targets in
9 pur sui ng dom nance.

10 China has |argely achieved its

11 dom nance goals, severely disadvantagi ng U S.

12 conpani es, workers, and the U S. econony

13 generally through | essened conpetition and

14 commerci al opportunities, and through the

15 creation of economc security risks from

16 dependenci es and vul nerabilities.

17 Based on the information obtained

18 during the investigation, as reflected in the

19 public report on the investigation, and taking
20 I nto account public comments as well as the

21 advi ce of the inner-agency Section 301 Conmttee
22 and Advisory Commttees, the U S. Trade

23 Representative determned that China' s targeting
24 of the Maritinme, Logistics, and Shi pbuil ding

25 Sectors for Dom nance, is unreasonable and
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1 burdens or restricts U S. comerce and is thus,Pﬂm?
2 actionabl e under Sections 301(b) and 304(a) of

3 the Trade Act.

4 In a Federal Register notice published
5 on February 27, 2025, USTR announced proposed

6 trade action in this investigation.

7 The Federal Register notice is

8 avai |l abl e on the USTR webpage under the Section

9 301 I nvestigations page, and is published in the
10 Federal Register at 90 Fed. Reg. 29, 843.

11 The purpose of this hearing is to

12 receive public testinony regarding the proposed

13 action.

14 The hearing will begin today, adjourn,
15 and reconvene Wednesday, March 26.

16 The Section 301 Conmttee wll

17 carefully consider today's testinony and al

18 witten conments in response, and conments in

19 response to the Federal Register notice,
20 i ncludi ng any post-hearing rebuttal coments.
21 The Section 301 Commttee wll then
22 make a recommendation to the U. S. Trade
23 Representati ve.
24 Before we proceed, | wll provide sone
25 procedural and admnistrative instructions.
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1 The hearing is scheduled for two da???B
2 today, Monday, March 24, and Wednesday, March 26.
3 The February 27 notice indicated that
4 post - hearing comrents will be due 7 days after

5 the last day of the public hearing.

6 Because this hearing will end on

7  \Wednesday, March 26, post-hearing comments are

8 due April 2, 2025.

9 We expect to receive testinony from61
10 i ndi vi dual s over the course of the hearings.

11 Today, we will have seven panels of w tnesses,

12 wth 30 individuals scheduled to testify.

13 The provisional schedul e has been

14  posted to the USTR website.

15 W will have a very brief break

16  between panel s.

17 Each w tness appearing at the hearing
18 is limted to 5 mnutes of oral testinony.

19 The light before you will be green
20 when you start your testinony; yell ow neans you
21 have 1 mnute |left; and, red nmeans your tine has
22 expi red.
23 Consi dering the anbunt of w tnesses
24 today, we will ask and insist that you keep your
25 testinony to 5 m nutes.
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1 After the testinony from each panelpac?l?9
2 Wwtnesses, the Section 301 Commttee will have an
3 opportunity to ask questions.

4 Al'l questions will be from departnent,
5 or agency representatives. There will be no

6 questions accepted fromthe floor.

7 Committee representatives wll

8 generally direct their questions to one or nore

9 specific wtnesses.

10 As | nentioned, we will have testinony
11 fromseveral menbers of Congress throughout the

12 day, wth nenbers of appearing virtually, and at
13 different tines.

14 Il will signal when a nenber of

15 Congress is ready to provide their testinony.

16 This may occur at the top of panel, in which case
17 we will receive Congressional testinony before

18 proceeding with witness testinony.

19 I f a nmenber of Congress becones

20 avai l abl e during a panel presentation, we wll

21  pause the panel proceedings to receive

22 Congr essi onal testinony.

23 Agai n, post-hearing comrents including
24 any witten responses to questions fromthe

25 Section 301 Conmttee, are due April second.
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1 The rul es and procedures for mwit?%ﬁﬁo
2 subm ssions are set out in the February 27

3 Federal Regi ster notice.

4 G ven the nunber of w tnesses and the
5 schedul e for today, we as that w tnesses when

6 respondi ng to questions, be as concise as

7 possi bl e.

8 We | i kew se ask witnesses to be

9 under st andi ng when the Chair asks a witness to

10 concl ude a response.

11 In this regard, w tnesses should

12 recall that they have a full opportunity to

13 provi de extensive responses, and post-hearing

14  subm ssi ons.

15 No caneras, or video, or audio

16 recording will be allowed during the hearing. A
17 witten transcript of this hearing will be posted
18 to the USTR website as soon as possible, after

19 t he concl usion of the hearing.

20 We are pleased to have international
21 trade and econom c experts froma range of U S.
22 gover nnent departnents and agencies joi ning us

23 t oday.

24 I f you could please introduce

25 yourselves. Sarah?
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1 M5. BONNER:  Sarah Bonner, with t?ﬁfll
2 U S. Small Business Adm nistration.

3 MR. COOK: lan Cook, Departnent of

4 Comrerce, International Trade Adm nistration.

5 DR. STEVENS: Andrew Stevens, United
6 States Departnent of Agriculture.

7 M5. MADELL: Mary Lisa Madell,

8 Depart nent of Transportation.

9 MR. AU. Thomas Au, U.S. Trade

10 Represent ati ve.

11 MR. HARTNETT: Christopher Hartnett,
12 Depart nent of Honel and Security.

13 MR. SULLIVAN. Ryan Sullivan,

14 Departnent of State.

15 MR. VAN PATTEN:. Tyl er Van Patten,
16 Depart nent of Treasury.

17 M5. BARNHART: Megan Barnhart,

18 Depart nent of Energy.

19 M5. SCHAFER: Sonja Schafer,
20 Departnent of Labor.
21 CHAIR GRIMBALL: So at this tinme, we
22 are going to proceed with the first panel of
23 witnesses.
24 W are expecting to receive sone --
25 okay, Congressional testinony wll be received
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1 now, so stand by. ragei2
2 How wi Il | know when they are

3 avai |l able, M. Burch?

4 MR. BURCH They will pop up on the
5 screen.

6 CHAIR GRI MBALL: | believe we have

7 joining us, Congressman Krishnanmoorthi. Yes, we
8 do.

9 Good norning. At this tine,

10 Congressnman, you have the fl oor.

11 MR BURCH  Congressman, we got to
12 work with your sound. |If you go up to the

13 settings in your Whbex, click on audio and vi deo.
14 We are unable to hear you.

15 Cick on the audio and video tab, and
16 then click on audio settings. And then, you

17 shoul d see the drop down of using the sound from
18 this | aptop.

19 (Pause.)

20 MR. BURCH Do you see the audio and
21 video at the top?

22 CHAI R GRI MBALL: M. Burch, can they
23 al so use the tel ephone to dial in for voice, and
24  then we can see themon the screen?

25 MR BURCH.  Yes.
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1 CHAI R GRI MBALL: The nenbers shoulgagem
2 have the dial-in instructions in the invite.

3 They mght be towards the bottom of the

4 i nvitation.

5 (Pause.)

6 MR BURCH W are still unable to

7 hear you. Let's try one nore tine. |If you go to
8 the top of your Wbex and you see audi o and

9 video, click on audio and video.

10 And then, click on audio. And then,
11 click one of the drop downs and you shoul d be

12 able to select a drop down for your laptop. O
13  your m crophone.

14 (Pause.)

15 MR BURCH: W are still unable to

16 hear you.

17 ( Pause.)

18 CHAIR GRI MBALL: M. Burch, should we,
19 | understand Congressman Deluzio is also in the
20 waiting room Should we maybe switch the order,
21 or are we?

22 Congressman Kri shnanoorthi, does that
23 work for you that we cone back to you once you' ve
24  been able to access the audio function?

25 You would just remain in the waiting
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1 room and then we would cone back to you. rege i
2 MR. BURCH Try again to see if we're
3 able to hear you.

4 CONGRESSMAN KRI SHNAMOORTHI : Hel | 0?

5 Can you hear ne?

6 MR. BURCH  Yes, we can hear you.

7 (Audi o feedback.)

8 MR. BURCH  Yes, we hear an echo

9 comng from Speak agai n?

10 CONGRESSMAN KRI SHNAMOORTHI : Can you
11 hear me now?

12 MR. BURCH  Yes, yes. Hang up the

13 phone, pl ease.

14 CONGRESSMVAN KRI SHNAMOORTHI : Can you
15 hear nme now?

16 MR. BURCH  Yes, we can hear you | oud
17 and clear. Thank you so nuch.

18 CONGRESSMVAN KRI SHNAMOORTHI : Can you
19 hear me now?

20 MR. BURCH Yes, we are able to hear
21 you.

22 CONGRESSMAN KRI SHNAMOORTHI @ Ckay.

23 (Pause.)

24 VR. BURCH: You nmay begin when you
25 are ready.
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1 CONGRESSMAN KRI SHNAMOORTHI : (No T
2 audi bl e response.)

3 MR BURCH. He's unable to hear us.

4 (Pause.)

) CONGRESSMVAN KRI SHNAMOORTHI : Can you
6 hear me now?

7 MR, BURCH. Yes, we are able to hear
8 you. Are you able to hear us?

9 CONGRESSVAN KRI SHNAMOORTHI @ Yes,

10 can hear you. |I'mso sorry for the technical

11 difficulties.

12 MR. BURCH. Thank you, thank you so
13 much. G ad we were able to work it out.

14 CONGRESSMAN KRI SHNAMOORTHI : | think
15 the Chinese Communi st Party was worried that |

16 was going to be testify, so here we go.

17 MR BURCH Yes, if you're able to
18 mut e your phone because we hear the background
19  noi se.

20 CHAIR GRIMBALL: It mght be nuting
21 the conputer if you're trying to use your phone.
22 CONGRESSVAN KRI SHNAMOORTHI : How about
23 now, can you hear nme?

24 MR. BURCH. Speak again for us?

25 CONGRESSMAN KRI SHNAMOORTHI : Test i ng,
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1 1, 2, 3.
2 MR. BURCH. You have anot her device on
3 that's picking up an echo.
4 CONGRESSMAN KRI SHNAMOORTHI :  How about
5 now?
6 MR- BURCH It sounds |ike the echo is
7 comng fromyour conputer if you're using another
8 devi ce.
9 CONGRESSMAN KRI SHNAMOORTHI : How about
10 now?
11 MR BURCH. Yes, we don't hear the
12 echo anynore.
13 CONGRESSMVAN KRI SHNAMOORTHI @ Ckay.
14  Should | begin? 1'mso sorry.
15 CHAI R GRI MBALL: Yes, you have the
16 floor.
17 CONGRESSMAN KRI SHNAMOORTHI ;@ Thank you
18 so nuch, and | apol ogi ze for the technical issues
19 on ny end.
20 Thank you to the USTR for convening a
21 hearing on a matter of critical inportance to
22 Anerica's national security, and international
23  econom c conpetitiveness.
24 |"m proud to provide testinony today
25 in support of robust action to support U. S,
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1 I ndustry and workers, and to conbat the Chinezgsl7
2 Communi st Party's increasingly aggressive

3 policies and practices, to domnate the Maritine,
4 Logi stics, and Shi pbuil ding Sectors.

5 It's inperative that we inpl enent

6 strong renedies both to prevent continued CCP

7 dom nance in shipbuilding, but also to adequately
8 support the revitalization of our manufacturing

9 base here in the United States, where the

10 shi pbui |l ding industry has historically been a

11 source of well-paying, high-skilled jobs vital to
12  Anerican national security.

13 Just a few decades ago the U S. was
14 the world's top shipbuilder. But because of U S
15 policy failures and aggressi ve non- nmar ket

16 practices by the CCP, today the People's Republic
17 of China, or the PRC, controls over 50 percent of
18 the worl d's shipbuil ding nmarket.

19 By conparison, the U S. share of

20 gl obal shipbuilding is a nere 0.2 percent.

21 Moreover, USTR s recent report tells us that the
22 PRC s entities currently control 19 percent of

23 all commercial ships globally.

24 And, that PRC conpani es operate over
25 one-third of the gl obal econony's nobst inportant
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1 ports.
2 So just to recap. They are the
3 world's largest shipbuilder; they own al nost 20
4 percent of all ships; and, they control over a
5 third of the globe's nost inportant ports.
6 China's control of global shipbuilding
7 was not an accident. |In fact, shipbuilding was
8 one of the industries the CCP targeted init's
9 Made in China 2025 plan where you guessed it, it
10 ainmed to control half the global shipbuilding
11 mar ket by 2025. This very year.
12 Unfortunately, the CCP not only
13 achieved this goal, it has exceeded it.
14 What does this nean for the U S ? It
15 means that in 2023 for every 359 | arge oceangoi ng
16 vessels China built, the U 'S. built one.
17 That's not a typo. W're building one
18 ship for every 359 |arge, oceangoi ng vessel s that
19 China builds each year.
20 And, it neans that our forenost
21 adversary the CCP, dom nates an industry that is
22 responsi ble for transporting 95 percent of the
23 cargo that enters the U S. every year
24 The CCP's tactics have nmade it
25 inpossible to conpete with their dom nance,
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1 | eading to under investnent in repair, and rage i

2 manuf acturing facilities.

3 Di m nished ability to finance new

4 operations; lost jobs; and, | ower wages here in

5 the U S

6 Anal ysis shows us that the CCP' s

7 repressive | abor practices al one, have cost over

8 727,000 j obs.

9 This control could be devastating for
10 the U S. econony, and a potential conflict where
11 the CCP could use its control over global ports,
12 and the gl obal shipping industry, to cut off U S
13 maritime conmerce.

14 We cannot allow that to happen. Wth
15 a robust set of renedies, we have the opportunity
16 to breathe new life into this industry.

17 | am encouraged by USTR s proposal,
18 and urge themto please go further. This

19 I nvestigation presents a once in a lifetine

20 noment where we can deci de whet her we deepen our
21 dependence on an adversary, creating further risk
22 for U S. economc and national security, or in

23 the alternative, |leverage U.S. trade lawto its
24 greatest extent to support a key U. S. industry.
25 Sinply put, the USTR s proposed
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1 renmedi es are right now inconplete. Wthout rage0
2 direct support to revitalize shipbuilding;

3 repai r; mai ntenance; and, conponent

4  manufacturing, we will fall short of our goal to
5 fully resuscitate this vital industry.

6 Qur governnent at one tine recognized
7 the inportance of supporting shipbuilding wth

8 the creation of the Construction Differential

9  Subsidy Program

10 A programthat supported shipyards

11 wth a differential of constructing a ship here,
12 in the U S. versus outside of the U S.

13 VWhile the programstill exists in | aw,
14 it has been defunded and sits idle.

15 Proceeds from docki ng fees should be
16 used to reinvigorate this fund and help U S.

17  shipbuil ders get back on their feet.

18 Addi tional |y, docking fees could be
19 used to build new capacity, invest in existing

20 shi pyard efficiency, or support workforce

21 devel opnent .

22 It is sinply not enough to defend this
23 industry fromharnful actors, as it has

24  experienced severe deterioration.

25 If we desire a neaningful U S,
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1 shipbuilding sector, we nust defend but also ugmﬁ21
2 our own gane and invest in the industry to regain
3 our independence, and our identity as a great

4 maritime power for the 21st Century.

5 | encourage USTR to expl ore every

6 option to ensure U.S. shipbuil ders have the

7 requi site financial support.

8 Thank you again for the opportunity to
9 testify on this inportant topic. | |ook forward
10 to working with USTR in crafting an appropriate
11 policy response to the threats posed by the CCP,
12 to our econom c conpetitiveness, to our workers,
13 and i ndeed, our national security.

14 Thank you so nuch.

15 CHAI R GRI MBALL: Thank you,

16 Congr essman.

17 CONGRESSMAN KRI SHNAMOORTHI : Thank

18 you, and sorry again for the technical issues on
19 ny end.

20 CHAI R GRI MBALL: Thank you, thank you.
21 We were happy we were able to iron those out.

22 CONGRESSMAN KRI SHNAMOORTHI : Thank

23 you.

24 CHAIR GRI MBALL: Now, | would like to
25 wel cone Congressman Del uzio, to provide
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1 testinony. Congressman, you have the fl oor. rages2
2 (Pause.)

3 MR. BURCH. Congressman Del uzio, are
4 you able to hear us?

) CONGRESSMAN DELUZI O Yes.

6 MR. BURCH. Yes, you have no

7 background noise. W're able to hear you | oud

8 and clear.

9 You can begin when you are ready.

10 CONGRESSMAN DELUZI O Ckay, very good.
11 Wl |, good norning everyone. | thank
12 of course the U S. Trade Representative, the

13 team panel, for offering ne a chance to speak

14  today.

15 And, for the inportant work here on a
16 critical bipartisan issue that inpacts our

17  Anerican workforce, our security, and so nuch

18 el se.

19 | support U S. Trade Representative's
20 findings. China has clearly and intentionally
21 undercut the Anmerican Maritinme, Logistics, and
22 Shi pbui I ding Sectors through artificially | ow
23  prices, massive governnent subsidies, worker
24  suppression, and nore.
25 Folks in ny district of Western
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1 Pennsyl vani a know this story all too well. JﬁQaB
2 saw so many of our good manufacturing jobs

3 shi pped overseas, and now steel, ships, you nane
4 it, so many cone wth a | abel of nmade in China.

5 So many of us have been saying this,
6 | have since | cane to Congress. W nust stop

7 rolling over for Comruni st China. W nust

8 supercharge Anerican manufacturing, and the solid
9 jobs it can power.

10 My fellow Anericans agree. A recent
11 pol| conducted by the Alliance for Anerican

12 Manuf acturing, found that over 70 percent of

13 peopl e think that Anmerican shipbuilding is too

14 critical to remain dependent on foreign

15 manuf act ur er s.

16 And over 70 percent believe the

17  Anerican governnent should invest in the donestic
18 shi pbui |l ding industry, citing national security
19 concerns.

20 The right, I'ma nenber of the

21 Seapower and Projection Forces subconmittee on

22 the Arnmed Services Commttee.

23 And both ny col | eagues and the top

24 mlitary brass, share those significant concerns
25 about our wartinme capacity to transport supplies,
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1 muni tions, personnel, you nane it. regezd
2 There are simlar concerns about our
3 maritinme industrial base's ability to rapidly

4 build ships in response to a conflict or war,

5 should it cone.

6 W' ve got to address these problens,
7 and the USTR s proposed renedies are a step in

8 the right direction.

9 | encourage USTR to nove swiftly, and
10 to work with the Congress in a bipartisan

11 fashion, to strengthen the renedi es and nake

12 investnents needed to restore our country's

13 shi pbui | di ng capacity and workf orce.

14 Communi st Chi na has taken advant age of
15 the Anerican people for far too long. That nust
16 end. So, let's stiffen our spines and get to

17  work.

18 | thank you and with that, | yield

19  back.

20 CHAI R GRI MBALL: Thank you,

21  Congressman Del uzi o.

22 Ckay, at this time we wll proceed

23 wth our first panel of wtnesses. Just one nore
24  housekeeping matter.

25 W are going to attenpt to take a
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1 | unch today around 12:20. It wll be a shortPagezs
2 one, 30 mnutes. So, if we could all plan to be
3 back in the room by 12:50.

4 Il wll give a rem nder again once we
5 get closer to the lunch hour, but I did want to
6 make that housekeepi ng renark.

7 So at this tine, we wll begin wth
8 our first panel of w tnesses.

9 M. Bryant?

10 MR. BRYANT: Good norning, ny nanme is
11 Brian Bryant. | amthe international president
12 of the International Association of Mchinists
13 and Aer ospace Wrkers.

14 The | AM represents approxi mately

15 600, 000 active and retired nmenbers across a w de
16 variety of industries, including aerospace,

17 transportati on, manufacturing, and shi pbuil ding.
18 Qur nmenbers work on the forefront of
19 our nation's industrial base, building and
20 repairing both commercial ships in the critical
21 Navy platfornms for which our nen and wonen in
22 uniformrely.
23 As a shipbuil der by trade nyself out
24 of Bath Ironworks in Maine, | know firsthand the
25 critical inportance of maintaining and
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1 strengthening the U. S. shipbuilding industry ZﬁﬁfG

2 i ts workforce.

3 The | AM appl auds the U. S. Trade

4 Representative's rel ease of the proposed renedies

5 i n response to the Section 301 investigation into

6 Chi na's unreasonabl e and discrimnatory practices

7 ained at control and dom nance of the Maritine,

8 Logi stics, and Shi pbuil ding Sectors.

9 | have seen firsthand the inpacts of
10 their predatory policies on U S. shipbuilding in
11  our defense industrial base.

12 As the People's Republic of China has
13 Intensified their decades-long effort to dom nate
14 the maritinme sectors, U S. shipbuilding capacity
15 has been hol | owed out.

16 Qur nenbers are particularly aware of
17 t hese i npacts. They have devoted their lives to
18 | ear ni ng and applying the highly specialized

19 skills needed to build, repair commercial and

20 naval vessels, only to be furloughed or |aid off
21 by a shrinking industry.

22 In the wake of China's predatory

23 practices, U S. shipyards have been forced to |ay
24 of f skilled workers, close shop, or are left to
25 conplete -- conpete for the nere handful of Naval
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1 and Coast Guard contracts. rases
2 Year by year, our capacity to neet

3 future ship production needs is further eroded.

4 Wthout action, this strategically vital donestic
5 i ndustry will continue to decline.

6 We appl aud the USTR for proposing

7 meani ngful renmedies with a nulti-pronged approach
8 to push back China's predatory behavior, while

9 al so incentivizing the purchase of U S. built

10 commer ci al shi ps.

11 The swift inposition and

12 | npl ementation of inpactful relief nmeasures, is
13 critical to the long-term health of the donestic
14 shi pbui | di ng i ndustry.

15 In order to ensure the proposed port
16 service fees work best to rebuild the donestic

17 shi pbui | di ng capacity, we recomend that the

18 proceeds fromthese fees be directed into a trust
19 fund dedicated to funding investnents in the

20 shi pbui I ding i ndustrial base, and workforce

21 devel opnent.

22 We al so recommend that the port fee
23 service, the service fees are inplenented in such
24 a way as to avoid the potential diversion of

25 ships away fromU. S. ports.
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1 And finally, we urge the ragess
2 adm ni stration and Congress, to work together to
3 pair these renedies wth additional investnents
4 and policy changes to grow donestic shi pbuil ding.
5 The | AM nenbers are eager to build,
6 and mai ntain our 21st century Naval conmerci al

7 fleet. W remain steadfast in our devotion to

8 t hat goal .

9 The current state of our donestic

10 shi pbuil ding industry, is insufficient to neet
11 our econom ¢ and national security needs.

12 We need swift and decisive action to
13 turn this critical industry around. W urge the
14 USTR to nove forward with inpactful relief

15 measures sufficient to address the PRC s

16 extensive efforts to restrict U S. commerce, and
17 to reinvigorate our donestic shipbuil ding

18 | ndustry.

19 Addi ti onal detail ed suggestions for
20 | npl enent ati on of these inportant neasures are
21 concluded in nmy witten testinony.
22 In closing, | would ask that two
23 | etters fromIlAMrepresentative shi pyards, Mare
24 Island Dry Dock in California, and Boston Ship
25 Repair in Massachusetts, be entered into the
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1 record. rege
2 Both of these | AM represented yards

3 support strong renedies. And, both yards have

4 excess capacity and skilled workers ready to take
5 on additional shipbuilding, and repair work.

6 Again, | want to thank you for the

7 critical work that you're doing on this issue,

8 and for the opportunity to speak for you today.

9 CHAI R GRI MBALL: Thank you, M.

10 Bryant .

11 The two letters that you requested

12 that we enter into the record, if you haven't

13 al ready done so or your associates, could you

14 pl ease file those on the public docket and we can
15 consider themin that manner?

16 MR. BRYANT: Ckay, they have been

17 entered in.

18 CHAIR GRI MBALL: Perfect, thank you.
19 Ms. Conroy, you have the fl oor.
20 M5. CONROY: Good norning, ny nane is
21 Cecile Conroy. | amthe Director of Governnent
22 Affairs for the International Brotherhood of
23 Boi | ermakers, Iron Ship Builders, Blacksmths,
24 Forgers and Hel pers. Thank you for holding this
25 | nportant hearing today.
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1 Qur union comends United States ngﬁgo
2 Representative G eer and the Trunp

3 Administration, for standing up for Anerican

4 workers in the U S. shipbuilding sector, by

5 proposing strong relief measures to | evel the

6 pl aying field against the Chinese Communi st

7 Party's unfair trade practices.

8 Boi | er maker nmenbers have served on the
9 frontlines of Anerican shipbuilding for

10 generations, and have w tnessed firsthand, the

11 hol | ow ng out of our Maritime, Logistics, and

12  Shipbuilding sectors, in the face of unfair

13 foreign conpetition

14 Qur nmenbers build the finest mlitary,
15 mer chant, commercial and specialty ships in the
16 world, and have stepped up tine and tine again,

17 to neet the infrastructure and national security
18 needs of the American peopl e.

19 We cannot be prouder of our work

20 knowi ng that our nen and wonen in uniform and

21  everyday Anerican famlies, depend on the ships
22 we build to defend their lives and transport the
23 goods their |ivelihoods depend on.

24 During the Second World War, our

25 menbers built hundreds of conbat ships and
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1 transport vessels, and ensured our mlitary dﬁ?ﬁﬂ
2 able to neet the needs of our nation during war

3 tinme.

4 Today, we represent workers all over
5 the United States, building and repairing Naval

6 and commerci al vessels, including sone of the

7 nore speci alized such as aircraft carriers,

8 submarines, littoral conbat ships, destroyers,

9 frigates, tankers, dry cargo ships, icebreakers,
10 tugboats, and in commercial fishing.

11 But due to China's unfair practices,
12 our orders are |anguishing, and too nuch capacity
13 has been | ost over the past several decades.

14 Chi na has poured well over $100

15 billion of State funds into shipyards, and that's
16 just the tip of the iceberg.

17 They insulate their industry from

18 mar ket forces by using State owned enterprises to
19 provi de cheap inputs, and cut yard production
20 costs.
21 Meanwhi l e, U. S. shi pyards have been
22 devastated. Tens of thousands of jobs have been
23 | ost as shi pyards have cl osed, and highly trained
24 expert workers have been forced out of the
25 I ndustrial base.
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1 W are still enduring the aftershog%§32
2 fromwhen the Avondal e Shipyard in Louisiana, was
3 closed in 2014.

4 At one tine, that yard enpl oyed over
5 26,000 people, and was one of the top enpl oyers

6 in the state of Louisiana, for exanple.

7 Wth that closure, the U S 1ost yet
8 another shipyard capable of building repairing,

9 and maintaining |arge commercial and specialty

10  vessels.

11 That wor kforce and capacity | oss has
12 yet to be restored.

13 Whi l e our nmenbers we laid off and the
14 U S industry struggled to remain afloat, the CCP
15 was pushing its shipbuilders to capture

16 additional market share, and extend their grow ng
17 dom nation of the gl obal shipbuilding industry.
18 From 2014 to 2022, the world's overal
19 gross tonnage of shipbuilding -- ships built
20 declined by 12.5 percent.
21 Yet China's yards increased their
22 production by over 13 percent, driving up their
23 global market share over that period by another
24 10 percentage points.
25 We support the relief neasures USTR
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1 proposed, including a port fee for Chinese bd???ﬁ
2 vessels.
3 Crucially, the fees nust be directed
4 towards a trust fund to help revitalize donestic
5 shi pbui | di ng.
6 We al so support the transport of U S
7 goods on U. S. vessels, including through specific
8 mandat es and requirenents, and neeting percentage
9 medi uns -- mni nuns over tine.
10 In particular, the transport of LNG
11 fuel oils, and fuel, should require American nade
12 t ankers.
13 Because our nenbers build and repair
14 bot h Naval and commercial vessels, we understand
15 t he connection the comrerci al shipbuilding sector
16 has to the U S. industrial base.
17 This is not just an econom c security
18 I ssue for our union, it is also a national
19 security issue for the country.
20 The Departnent of Defense shoul d not
21 be relying on Chinese-built tankers to support
22 Its tanker security fleet.
23 We commend the USTR and the Trunp
24  Administration for proposing strong renedi es
25 under Section 301 authorities in this case, and
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1 | ook forward to working with the Adninistralii$f34
2 on a long-term and durable inplenentation of

3 these policies, and other critical neasures to

4 support American workers and pronote the steady

5 gromh of U S investnents in the shipbuilding

6 | ndustry.

7 The United States needs a healthy and
8 revitalized maritinme industry capable of neeting
9 the comrerci al and defense needs of our nation,
10 for years to cone.

11 Thank you for holding this inportant
12 heari ng today.

13 CHAI R GRI MBALL: Thank you, M.

14 Conr oy.

15 M. MCall, you have the fl oor.

16 MR. MCCALL: Good norning, ny nanme is
17 David McCall, and I amthe international

18 president of the United Steel workers. |, too,

19 want to thank you for having this inportant
20 heari ng t oday.
21 The USWis Anerica's | argest
22 manuf acturing union, and the largest industrial
23 union, in North America, representing over
24 850, 000 nenbers in a wde array of industries
25 around the country.
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1 Qur nmenbers work on commerci al vesgggljes35
2 and in Naval shipyards, as well as in the

3  production of steel, engines, boilers, propulsion
4 systens, glass, coatings, cables, pipes,

5 fittings, punps, and other machinery used in

6 commercial and mlitary vessels.

7 W commend United States Trade

8 Representative G eer and the Trunp

9 Admnistration, for proposing strong relief

10 measures to fight back against the Chinese

11  Communist Party's unfair trade practices.

12 USTR s proposed relief neasures wll
13 hel p work towards a nore conpetitive future for
14  Anerican shi pbuil di ng production.

15 Unfortunately, we are very famliar
16 with China's unfair trade practices, and excess
17  production capacity throughout the val ue chain.
18 We have historically brought

19 anti-dunping and countervailing duty cases to
20 address the injury.
21 Both the USTR and OECD have found that
22  China has used their non-market excess capacity
23 in steel, to keep steel production costs bel ow
24  market rates, which is a critical input for
25 vessel and conponent producti on.
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1 They al so subsidi ze their domastiF?ge:36
2 shi pbui l ding i ndustry. W know that the Chinese
3 Comruni st Party has directed over $100 billion in
4 State support to Chi nese shipbuil di ng conpani es.
5 Mandat ed preferences for ships built
6 I n China; discrimnated agai nst non- Chi nese

7 shi ps; and, created a gl obal web of ports and

8 term nals owned by Chinese firns.

9 Subsi di zi ng excess capacity in steel
10 production, keeps costs artificially |low for

11 shi pbui | di ng.

12 VWhich in turn, subsidizes the

13 transport of Chinese manufactured exports around
14  the world.

15 Meanwhi l e, U. S. shi pyards have been
16 devastated. Tens of thousands of jobs have been
17 | ost as shi pyards have cl osed, and highly trained
18 expert workers have been forced out of the U S
19 defense industrial base.

20 We support the relief neasures USTR
21 proposed, including a port fee for Chinese-built
22  vessels.

23 And, these fees nust be directed

24 towards a trust fund to help revitalize donestic
25 shi pbui | di ng.
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W al so support the transport of U S.

goods on U. S. vessels, including through specific
mandat es and requirenents, and neeting percentage
m ni nuns over time.

These nmeasures mrror the direction
and the relief neasures in the petition we filed
| ast year.

W al so appreciate the fact that the
final relief neasures need to be designed to
elimnate econom c incentives to divert cargo, to
non-U. S. ports.

Organi zed | abor is aligned across
affiliates, to design and inplenent policies that
w || advance our nenbers and the nation's
i nterests.

Qur petition, the USTR s report, and
t he proposed relief neasures, recognize the
t hreat posed by Chi nese manuf actured and
affiliated | ogistics equi prent and software.

The CCP provides its LOA NK software
system free of charge. And as aresult, it is
bei ng used in a nunber of major international
ports.

That software gives the CCP a detail ed

view of what every ship is carrying; and, because
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1 of its Custons and cl earance conponents, the
2 price of every unit of cargo.
3 That information is a treasure trove
4 of economc and mlitary intelligence. These
5 systens and equi pnent need to be repl aced.
6 There is also a direct relationship
7 bet ween the strength of commercial shipbuil ding,
8 and the capacity for mlitary readi ness and
9 capabilities.
10 Currently, the Departnment of Defense
11 relies on Chinese-built vessels and dry docks for
12 sone of its prograns.
13 What's nore, commercial vessels
14 transport roughly 90 percent of U S mlitary
15 goods around the worl d.
16 Addressing the CCP's policies and
17 practices is not just an econonm c security issue
18 for our nenbers, it is also a national security
19 | ssue for our country.
20 Uni ted Steel workers comends the USTR
21 and the Trunp Adm nistration, for proposing
22 strong renedi es under Section 301 authorities in
23 this case.
24 And, | ook forward to working with the
25 Administration on a long-term endurable
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1 inplementation of those policies and ot her rages®
2 critical neasures to support Anmerican workers,

3 and pronote the steady growh of U S. investnents
4 i n shipbuilding industry.

5 The United States needs a healthy and
6 revitalized maritinme industry capable of neeting
7 the comercial and defense needs of our nation,

8 for years to cone.

9 Agai n, thank you for holding this

10 heari ng today.

11 CHAI R GRI MBALL: Thank you, M.

12 MCall.

13 M. Warsh, you have the floor.

14 MR. WARSH. Thank you.

15 Good norni ng menbers of the Commttee.
16 Protecting the nation's econony and nmaritine

17 security is critically inportant to donestic

18 prosperity, and honel and def ense.

19 My nane is Dean Warsh, | amthe

20 Director of CGovernment Affairs for the

21 | nt ernati onal Brotherhood of Electrical Wrkers,
22 t he | BEW

23 The | BEWrepresents 857,000 nenbers in
24 a variety of industries, including mlitary and
25 commercial shipbuil ding.
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1 The IBEWis the world' s ol dest aHﬁmem}
2 | argest el ectrical union with nenbers in nearly

3 every sector of the econony.

4 | BEW nenbers are enpl oyed by Electric
5 Boat in Connecticut; Ingalls Shipbuilding in

6 M ssi ssippi; and, U S. Naval shipyards in

7 Virginia, Miine, Washi ngton, and Hawaii .

8 These el ectricians, apprentices,

9 el ectroni ¢ nechanics, planners, inspectors, and
10 trainers, are the foundation of Anerica's

11 maritime workforce.

12 In fact, many of them have security
13 cl earances because of the sensitivity of their

14 wor K.

15 | BEW nenbers are essential in

16 bui | di ng, mai ntaining, and upgradi ng vessels |ike
17 Naval submarines and aircraft carriers. Vessels
18 t hat secure our nation's defense, and contribute
19 to international conmerce.

20 | BEW nenbers bring specialized

21 el ectrical manufacturing, technol ogical, and

22 energy-rel ated expertise to shipbuil ding.

23 We have the capacity, the skilled

24  workforce, and the capability to neet the higher
25 demand for next generation Anmerican-built
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1 vessels. Tt
2 Unfortunately, the U S. shipbuilding
3 i ndustry has been in steady decline over the past
4 few decades, leaving our nation vulnerable to

5 foreign dom nance.

6 China's trade practices as docunent ed
7 by the USTR, have resulted in nmassive | oss of

8 Anmerican jobs, and weakened industrial base.

9 Today, the U S. builds only a fraction
10 of the commercial vessels we produced in the

11  1980s.

12 The | onger the U. S. shipbuil ding

13 i ndustry stagnates, the nore the U.S. loses in

14 maritime engineering expertise, and the further
15 we fall behind in the ship construction

16 technol ogi es used by our conpetitors.

17 | nvestigation by USTR confirned

18 China's anti-conpetitive practices have eroded

19 Anerica's capacity to produce conmercial and
20 mlitary vessels.
21 And everyone understands the Navy's
22  dependence on foreign-built vessels, and
23 foreign-built conponents for sealift capabilities
24  is unacceptabl e.
25 The | BEW supports the neasures
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1 proposed by USTR, to restore our nation's
2 maritime strength.
3 A reinvigorated industrial base wll
4 support the energy transition the mlitary
5 requires for the future.
6 The | BEW al so supports requiring a
7 greater share of U S. goods, such as liquid
8 natural gas and crude oil, to be transported on
9 US -built, and U S. flagged vessels.
10 A robust U S. fleet strengthens
11 national security, and shores up our nation's
12 supply chains. And, these investnents wll
13 ri ppl e across the econony.
14 Every ship built in Anmerican yards
15 sustai ns thousands of jobs, including for skilled
16 el ectricians.
17 Specifically, donestic shipbuilding
18 | ndustry supports over 400, 000 jobs and
19 contributes over $42 billion to the U S. econony.
20 Revi vi ng donesti c shi pbuil di ng
21 capacity is essential to maintaining a ready, and
22 resilient defense industrial base.
23 | BEW nenbers have | ong supported nore
24 funding to neet the Navy's goals, including in
25 the construction of Virginia class, and Fast
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1 Attack submari nes. P
2 I nvesting in donestic shipbuilding

3 reinforces our ability to respond to national

4 security threats, while also protecting mddle

5 class jobs.

6 | BEW nenbers are proud to contribute
7 to the defense and prosperity of this great

8 nation, and we stand ready to work al ongside the
9 USTR to ensure smart policies are inplenented

10 effectively, so Arerica's maritime future is

11 secured, and Anerican workers are protected.

12 Thank you.

13 CHAI R GRI MBALL: Thank you, M. Warsh.
14 M. MKisson, you have the floor.

15 MR. MCKI SSON: Thank you.

16 Good norning, ny nane's Dan MKi sson,
17 and on behalf of the International Longshore and
18 \Warehouse Uni on, Coast Longshore Division, |

19 thank you for the opportunity to testify today on
20 the need to address China's systematic targeting
21 of the Maritinme Logistics and Shi pbuil di ng
22 i ndustri es.
23 Section 301 highlights critica
24  concerns that inpact donestic shipbuilding, and
25 the continued growmh of this sector in the United
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1 St at es.

2 In addition, Section 301 further

3 hi ghli ghts China's dom nance in the sectors of

4 gl obal shipping, shipbuilding, and maritine

5 | ogi stics.

6 The Coast Longshore Division supports
7 actions to rebuild the donestic shipbuilding

8 industry; invest in U S. nmariners; and, address

9  Chinese dom nance over the maritinme sector while
10 ensuring U S.-bound cargo is not diverted as a

11 result of these efforts.

12 It is critical that any renedy

13 i ncludes a nmeasure to address the diversion of

14 cargo, with a conparable fee on U. S. -bound cargo.
15 The | LMUJ Coast Longshore Division

16 represents 22,000 dock workers across the West

17 Coast, playing a critical role in keeping the

18 U S. supply chain noving.

19 For nearly a century, our nenbers have
20 been the backbone of Anerica's ports, ensuring
21 the snooth flow of goods that power the econony.
22 Beyond | oadi ng and unl oadi ng car go,
23 we've been a staunch advocate for fair |abor
24  practices; econom c security; and, policies that
25 strengthen U.S. maritinme industry.
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1 The | LMUJ has a | ong, has |ong fougﬁ$ﬁ45

2 to protect American jobs and prevent unfair

3 conpetition that threatens U S. ports, and

4  workers.

5 Over the past two decades, the

6 international trade |andscape has shifted

7 dramatically, with U S ports steadily |osing

8 mar ket share.

9 The Northwest Seaport Alliance found
10 that from January to Novenber of 2024 al one, $56
11  billion of U S inports were diverted to Canada,
12 or Mexico.

13 This was an increase of 7.5 percent in
14 | ess than a year, denonstrating the significant

15 cargo diversion that is already taking place

16 inpacting Arerican ports, and Anmerican jobs.

17 Cargo diversion also neans fewer cargo
18 containers that can be used for exports,

19 especially for our agricultural exports.

20 Ports in the Puget Sound have seen

21 cargo draft decrease significantly, |eaving

22  shippers, particularly exporters, struggling to

23 secure the containers they need.

24 Cont ai ners must be repositioned at an

25 added expense to exporters.
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1 Failing to address cargo diversionpage46
2 would not only increase the decline in

3 agricultural exports, but al so weaken the

4 i nt ended i npact of the proposed trade actions.

5 Wt hout proper safeguards, China could
6 continue to exploit |oopholes by redirecting

7 shi pnments t hrough Canada and Mexico, further

8 undermning U S. commercial shipping and port

9 workers.

10 To effectively counter this tactic and
11 ensure the success of the USTR s neasures,

12 additional enforcenment nechani snms are necessary.
13 That is why we support the inclusion
14 of a land border fee on cargo originating from

15 China, in addition to the proposed action by

16 USTR.

17 | mpl enenting this nmeasure will prevent
18 China from bypassing the proposed fees by

19 rerouting U S -bound cargo through nei ghboring
20 countries.
21 Addressing cargo diversion is not just
22  about protecting U S. ports, it's about
23  safeguarding Anerican jobs; ensuring the
24  conpetitiveness of our agricultural exports; and,
25 mai ntaining critical infrastructure funding.
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1 I n concl usi on, the Coast Longshorepmﬁ47
2 Di vi sion supports actions to rebuild the donestic
3 shi pbui l ding industry; invest in U S. mariners;

4  and, address Chi nese dom nance over the maritine
5 sector while avoiding unnecessary cargo

6 di versions for U S. -bound cargo.

7 To this end, it is inperative that the
8 USTR address potential cargo diversion by

9 inplenmenting a | and border fee on diverted

10  Chinese shipnents, thus leveling the playing

11 field and safeguarding Arerican ports and

12  workers.

13 Thank you for your consideration. W
14 appreciate USTR s efforts to protect and invest
15 in US maritine industries, and |look forward to
16 conti nued engagenent on this issue.

17 Thank you.

18 CHAIR GRI MBALL: Thank you, M.

19 McKi sson.

20 At this tinme, we will begin with

21 questions fromthe governnent panel.

22 MR AU It's a question for M.

23 Bryant, this is TomAu, fromthe Ofice of U S
24  Trade Representative.

25 You indicated that it's necessary to
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1 i npose sufficient renedies to counter CCP's va§$ﬁ48
2 i ndustrial and trade policies.

3 In your opinion, are the proposed

4 actions enough to encourage China to abandon its

5 unfair practices --

6 ( Si mul t aneous speaki ng.)

7 MR. BURCH. Excuse ne, excuse ne. My
8 you please pull the mcrophone a little closer?

9 MR AU Coser? Gay, I'll repeat.
10 M. Bryant, this is a question in

11 regards to whether the proposed actions are

12 sufficient.

13 In your opinion, are the proposed

14  actions enough to encourage China to abandon its
15 unfair practices, or otherw se enough to counter
16 China's unfair practices?

17 MR BRYANT: | would answer that it's
18 a good start. I'mnot sure until they're

19 inplenented to see what the results are if

20 they're working, or if they need to be

21 st rengt hened.

22 MR AU. Thank you.

23 MS. MADELL: Thank you.

24 Ms. Conroy, you said in your testinony
25 that the shipbuilding sector is vital to our
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1 econom ¢ and national security, as well as raged®
2 provi di ng good jobs for Anerican famlies.

3 Coul d you el aborate on this a little
4 bit? Thank you.

5 M5. CONROY: The connection between

6 the commercial and the national security side of
7 things? Just want to make sure | got your

8 question correct.

9 M5. MADELL: Yes, the national

10 security and the good j obs.

11 M5. CONROY: Well, | will say that a
12 | ot of this is interchangeable, whether it's your
13 donestic commerci al shipbuilding, or the work we
14 wll do for the Navy and the Coast CGuard relative
15 to advances in technology, maintaining a simlar
16 workforce, a shared workforce.

17 Just the interconnection of both of
18 t hose industries being able to work hand-in-hand.
19 Advances on one side perhaps on the defense side,
20 or advances on the commercial side, that either
21 si de coul d make use of.

22 Yes, there's a | ot of cross, things
23 cross each other there. I'msorry, yes, there's
24 a lot of interconnection between the technol ogies
25 and the advancenent of both the Naval / Coast Guard
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1 side of things, and obviously, the commerci al rages?
2 shipbuilding which we would like to revitali ze.

3 Thank you.

4 M5. SCHAFER: Next question is for M.
5 MCall.

6 I f USTR s proposed actions were

7 inplemented, do you believe that they would

8 create additional jobs for American workers?

9 And, in what sectors m ght we expect
10 to see job creation and growth?

11 MR. MCCALL: | believe that yes, it

12 wll create not only shipbuilding jobs, but

13 supply chain jobs as well.

14 As | indicated in ny testinony, we

15 make the steel. W nmake the glass. W nmake the
16 coatings for commercial and mlitary vessels.

17 In a typical comrercial vessel,

18 there's over 13,000 tons of steel that's produced
19 into that ship.
20 So, wll it create nore jobs?
21  Absolutely it will increase nore jobs. And not
22 only that, expand the skills so that we can use
23 themboth commercially and mlitarily in the
24  building of our industrial base.
25 MR HARTNETT: M. Warsh, what efforts
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1 coul d be undertaken by |abor, industry, or thePage51
2 governnent, to ensure that there is an adequate

3 U. S. shi pbuil di ng workforce?

4 MR. WARSH. Thank you for that

5 question.

6 And, it all starts with the outreach
7 to the people in the communities, and

8 apprenticeshi ps, and nmaki ng sure peopl e know t hat
9 the jobs are avail abl e.

10 M5. SCHAFER: And, anot her question
11 for M. MKisson.

12 Coul d you just expand on your | and

13 border fee proposal, to avoid what you descri be
14 as the | and/ border | oophol e?

15 And, harnonizing U S. port fees across
16 all ports of call.

17 MR. MCKI SSON:  Yes, thank you for the
18 question.

19 We have this experience with the

20 Har bor Mai nt enance Tax right now So, it's

21 charged on port cargo that's brought into the

22 U.S. ports and used to nmaintain our harbors.

23 Currently, we see a |lot of diversion
24 to Canada, and we woul d need that fee equalized.
25 And, whatever kind of fee cones out of this
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1 | egi sl ati on and what the USTR deci des, we neéﬁw$§
2 have that sane, an equal fee applied to the | and
3 bor der crossings.

4 So, the shippers or the foreign

5 conpanies aren't inclined to divert their cargo
6 to avoid the fees, thus, defunding the proposed
7 trust that may cone out of this.

8 CHAI R GRI MBALL: Thank you to our

9 first panel.

10 M. Burch, we are ready to proceed
11 wth -- oh, I"'msorry. One nore question.

12 M5. BONNER: Thank you, | do have a
13 foll ow up question for M. MCall.

14 M. MCall, you nentioned the LOG NK
15 systemand | was curious if you could expand on
16 what, how could we create alternatives to it, and
17 maybe how many ships are expected to be using it.
18 MR. MCCALL: M understanding is that
19 the Chinese fleets all use it at nost of the

20 ports, and that it tracks the cargo, the cost of
21 the cargo, the type of cargo that it is.

22 And in terns of what the alternative
23 would be, would be software that would be

24 devel oped in the U S. and then installed on U S.
25 vessels.
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1 M5. BONNER  Thank you. ragess
2 MR AU M. Bryant, this is Tom Au,
3 from USTR

4 | had a further question. You

5 menti oned the shrinking industry and your

6 experience.

7 Do you have views as ways that woul d
8 stabilize demand over tinme?

9 MR. BRYANT: If | understand your

10 question, is | tal ked about the shrinking of the
11  industry, and your question is, is what ways

12 could we?

13 MR AU. Stabilize demand over tine so
14 that potentially, there wouldn't see furloughs or
15 | ayoffs, and that.

16 MR. BRYANT: Yes, so it would be

17 inperative that the, there be an investnent from
18 the U S. government into conmmercial shipbuilding
19 so that you could have that base not only
20 bui | di ng commercial ships, but a |lot of the sane
21 enployers that are buil ding Naval vessels, have
22 the capacity to build comercial ships.
23 So, you woul d be building and
24  strengthening both of those, both sides of that
25 industry. The commercial and the Naval side of
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1 it.
2 Look, the workforce is there. W know
3 it's there. It's going to take work to build the
4 workforce, to build the capacity of the ships
5 that we need to build.
6 But | know our union, all the other
7 uni ons, we have prograns in place where we're
8 recruiting; where we're training the next decades
9 of manufacturing enpl oyees.
10 Those sane manuf acturing enpl oyees
11  could be pushed into shipbuilding, if the jobs
12 were there.
13 MR. AU. Thank you.
14 MR COCK: M. MKisson, regarding
15 the, your proposal for the |and border | oophole,
16 at least the way |'mseeing it these proposed
17 actions are on Chinese ships, which is not
18 necessarily a one-to-one for Chinese shipnents.
19 So, are we hitting the sanme thing
20 when, if we are assessing a port fee, a | ow and
21 port fee at sane tinme?
22 And | guess |I'mjust asking if that's
23 a, are we hitting the sanme thing? Are we kind of
24 trying, or are we mssing sonething there?
25 MR. MCKI SSON: Could we be hitting the
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1 sane thing as conpared to the? reeess
2 MR COCK: The way |'mthinking of it
3 is, a Chinese ship that calls to a port nmay not

4 necessarily have Chi nese shipnments. They could

5 be fromVietnam or from Taiwan, or somewhere

6 else.

7 And, vis-a-vis, a ship built in Korea

8 could very well be carrying Chinese shipnents.

9 And so, in | think the way you're describing it,
10 a shipnent that cones froma Korean ship m ght be
11 hit by what you are describing versus a shipnent
12 froma Chinese ship would be hit with -- would
13 not be hit if it travels by |and.

14 So, I"'mwondering if there's a way to
15 address that, or if that's sonething to consider.
16 MR. MCKI SSON:  Yes, thank you for that
17  question.

18 What ever fees are charged at U S

19 ports, should be charged equally as that cargo

20 crosses the border from Canada or Mexi co.

21 So, currently the Harbor Mintenance
22 Tax is on every bit of cargo that conmes into the
23 U S. So, all of that should be addressed at the
24 | and border.

25 If this fee turns out to be selective,
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1 then that's what would be charged at the | and ragess
2 border. An equal fee to what they would have had
3 to pay when they cane through a U S. port.

4 CHAI R GRI MBALL: Thank you to Pane

5 One, you are now rel eased with our thanks once

6 agai n.

7 Panel Two, if you could begin to

8 proceed forward, we'll take a brief 3 mnute

9 break to prepare for Panel Two.

10 Thank you.

11 (Wher eupon, the above-entitled matter
12 went off the record at 11:03 a.m and resuned at
13 11: 07 a.m)

14 CHAI R GRI MBALL: Thank you. We will
15 now proceed wth Panel Two. M. Li, you have the
16 floor.

17 MR LI: Thank you, Madam Chair. Good
18 norni ng, nenbers of commttee. |'m Yanqging Li,
19 Secretary General of the China Association of the
20 Nat i onal Shi pbuilding I ndustry, CANSI. CANSI is
21 an i1 ndependent, national w de, and nonprofit
22 association for the comercial shipbuilding
23 industry, representing over 95 percent of the
24  total shipbuilding output in China.
25 On May 29, 2024, we attended the
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1 previ ous hearing and shared our views. Today,P?gJeS7
2 want to nake this clear again. W maintain an

3 open stance to the United States rebuilding its

4  shipbuilding industry, but we firmy oppose doing
5 so by harming China's maritinme sector or

6 di srupting the gl obal supply chain. That

7 approach is totally wong and it won't even work
8 for revitalizing your shipbuilding.

9 | will stress four points. Firstly,
10 we oppose any action of suppressing China's

11  shipbuilding industry. 1It's very clear the

12 growth of China's shipbuilding industry is

13 unrelated to the downfall of the United States'
14  shi pbuilding industry.

15 Everyone here, whether fromthe gl oba
16 maritime industry, relevant parties of this

17 Section 301 investigation, or the USTR Ofice,

18 knows the truth. Accusing China's maritine,

19 | ogi stics, and shipbuilding sector is just a

20 cover to slap unfair port fees on international
21  shi ppi ng conpani es.

22 Such actions are extrenely unfair to
23 China and even the global maritime industry, and
24  w |l disrupt global network of trade and pl ace

25 the United States in opposition to the world
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1 maritime conmmunity.
2 Secondly, the proposed actions are
3 counterproductive for the United States. The
4 proposed actions inpose high port service fee on
5 all Chinese built vessels, forcing shipping
6 conpanies to redeploy their transport capacity
7 gl obal ly.
8 It's certain that excluding Chinese
9 built vessels neans fewer vessels to Anerican
10 routes, a significant decline in port throughput,
11 and an increase in freight costs for Anerican
12 | nports and exports.
13 What happens next? The ports of the
14 United States | ose jobs and revenue, factories
15 pay nore for supplies, exports becone |ess
16 conpetitive, and everyday Anerican people end up
17 footing the bill.
18 Thirdly, China' s shipbuilding success
19 story didn't happen overnight. It took decades
20 of hard work, innovation, and partnerships with
21 gl obal players. W've integrated into a gl obal
22 net wor k where everyone grows together.
23 Now, with chal | enges of shi pping
24 decar boni zati on and digitalization, we are
25 pushi ng ahead and we are ready to work with
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1 anyone, including the partners fromthe Unit;?mﬁg
2 States, to tackle these issues.

3 Last, but not |east, we urge rel evant
4 US parties to imediately halt the proposed

5 actions. W enphasize this clearly again.

6 China's shipbuilding industry is not an adversary
7 of the United States. On the contrary, China's

8 shi pbui | di ng shoul d be regarded as a

9 col | aborative partner.

10 W firmy believe this. By

11 st rengt heni ng cooperati on between Chi na and

12  Anerican shipbuilding industry, we can jointly

13 beconme driving forces for green transfornmation

14 and sust ai nabl e devel opnent. Thank you very

15 much.

16 CHAI R GRI MBALL: Thank you, M. Li.
17 M. Zhang, you have the floor.

18 MR. ZHANG  Thank you, Chair. Ladies
19 and gentl enen, conmttee nenbers, good norning.
20 Thank you for the opportunity to address this
21 I nportant matter. |'m Duo Zhang, Deputy
22 Secretary General of the China Shipowners'
23  Associ ation.
24 Qur main points have been fully
25 expressed in our witten comments. Today, | wll
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1 share two nore stories. The first story is abgﬁfGO
2  Chinese shipping conpanies serving small and

3 medi um si zed ports in the United States.

4 For exanple, the Port of Tampa, the

5 | argest port in Florida, has generated over $13.1
6 billion U S. dollars for the region, handles

7 150, 000 TEUs annual |y, and provi des enpl oynent

8 opportunities for 80,000 people.

9 I n 2024, contai ner shi ppi ng

10 contributed 24 percent of the port's services

11 wth a container volune of 35,000 TEUs. Today,
12 the proposed actions would significantly inpact
13 smal | -use ports |ike Tanpa. N nety-five out of
14 the 103 U. S. ports are snmall and nedi um si zed

15 ports handling | ess than one mllion TEUs

16 annual | y.

17 The proposed actions would force

18 carriers to pay additional costs ranging from

19 $1.5nmllionto $3 mllion per port call,

20 conpelling themto reduce or cease calls at these
21 smal |l er ports, potentially causing nmassive job

22 | osses anong dock workers and rel ated busi nesses
23  there.

24 Shoul d efforts to support the Anmerican
25 shipbuilding industry be nade at the cost of
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1 sacrificing the |livelihoods and econom es of rageet
2 workers and residents in snmall port cities?

3 These people are not nere statistics in

4 enpl oynent reports. They are the economc

5 pillars, real famlies.

6 The second story is about the U S.

7 trade deficit. Exports of energy resources and

8 agriculture products are key to reducing this

9 | mhbal ance. West Virginia, the | argest coal

10 exporting state in the U S., exported over 41

11 mllion tons of coal to over 40 countries in

12 2024, supporting tens of thousands of jobs.

13 The conpetitiveness of these exports
14 woul d be severely underm ned by the proposed

15 actions. This approach also fundanental fails to
16 resolve the U S. trade deficit. W've noted the
17 coments fromvarious parties, a broad segnent of
18 the U. S. econony, opposed the USTR s proposed

19 action.

20 U. S. donestic shipping stakehol ders
21 such as the Chanber of Shipping of Amrerica, cargo
22 owner interested groups like the Agricultural

23 Transportation Coalition, and hundreds of U S.

24 trade associations have all voiced their

25 opposition to these proposals.
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1 We reiterate first, the proposed rages
2 actions will severely danmage the U. S. econony.

3 Second, the Section 301 investigation conclusions
4 lack factual basis and contradicts the

5 mar ket - based fair conpetition principles |ong

6 upheld by the United States. Third, broad

7 segnents of the U S. business comunity opposed

8 the proposed acti ons.

9 W fully understand the U. S.

10 governnent's concerns about revitalizing its

11 mari time industry and the demands of rel evant

12 industry associations. However, we believe that
13 cooperation, not confrontation, is the right path
14 to achieving U S industry goals.

15 As we say in China, unity benefits

16 both. Conflict harns both. W urge the USTR to
17 reconsider the proposed actions carefully. W

18 strongly call on all parties to work together to
19 find solutions that enhance the well-being of al
20 st akehol ders. Thank you.

21 CHAI R GRI MBALL: Thank you, M. Zhang.
22 At this time, we will proceed wth questions from
23  the governnent panel.

24 MR COCK: M. Zhang, would the

25 proposed actions change your nenbers' conmerci al
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1 decisions, and if so, could you explain how? ragees
2 MR. ZHANG  Thank you. The China

3 Shi powners' Association is a voluntary,

4  non-governnental trade association. |t does not
5 interfere with its nenbers' business operation,

6 SO Wwe are not in a position to predict what our

7 menbers w il be doing after the possible

8 i nposition of the port fees. Thank you.

9 MR HARTNETT: M question is for M.
10 Li. \Wat incentives do your nenbers offer to

11  purchase Chinese ships? Wat incentives do your
12 menbers offer for the purchase of Chinese ships?
13 MR. LI: Qur nenbers, you know, we

14  have several different nenbers, ones fromthe

15 shipyards, and fromthe suppliers, and the

16 uni versities, so our shipyards, of course, wl]l
17 purchase our nmenbers' products and al so abroad,
18 the foreigners, yeah. It depends the shipowners’
19 organization mainly.
20 MR. HARTNETT: Thank you.
21 M5. BARNHART: Thank you. My question
22 is for M. Zhang. You suggested that shi powners
23 wll not opt for U S. shipbuilding and U. S. flag
24 registration sinply because of the fees. At what
25 | evel of fee should shipowners be incentivized by
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1 ships built in the United States? rageet
2 MR. ZHANG Thank you very nuch.

3 Agai n, China Shi powners' Association is just a

4 voluntary trade organization. |t does not

5 interfere with the operation of its nenbers, so

6 we cannot predict what's the | evel of the fees

7 they can afford. Thank you.

8 MR. KAMENSKY: | have a question for
9 M. Li. Wat opportunities are you aware of for
10 U S. conpanies to participate in the shipbuilding

11 I ndustry?

12 MR LI: Yes, actually | cane here to
13 clarify our position and also tell the truth and
14 w sh cooperation first. | think that we need to
15 stop the proposed actions because there's great
16 harm And ny suggestion, first we need to build
17 t he di al ogue nechani sm bet ween our two countries’
18 I ndustry. O course, and association is wel cone.
19 And second, | invite Anerican

20 associ ations or shipyards which may represent

21  Anmericans to cone back to the JKCEU nmechani sm

22 Japan, Korea, China, and Europe, and United

23 States. Two years ago, Nasco sent an enmil that
24 said we will quit this nechani sm

25 Actual ly, this nechani sm provides a
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1 pl atform where we neet together once a year, top
2 executives together, and we listen to
3 presentations fromthe nmacroeconom sts gl obally,
4 by sone fanobus econom sts, and also we'll nake
5 the analysis of the shipbuilding market and
6 recognition of the | atest devel opnents, and al so
7 the price of the steel plates and the currency
8 exchange rates, so a very informative nechani sm
9 So, | think that's the second point. Thank you.
10 CHAI R GRI MBALL: Thank you. Thank you
11  for your response to our questions. Before we
12 proceed with rel easing Panel Two, | understand
13 that Congresswonman Dingell is available in the
14 waiting room Congresswonman Di ngell, good
15 afternoon. Thank you for joining us. You have
16 the floor.
17 MR. BURCH. Congresswonman Dingell, are
18 you able to hear us?
19 CONGRESSMEMBER DI NGELL:  Now | can.
20  Thank you.
21 MR. BURCH. You're welcone. You may
22  proceed.
23 CONGRESSMEMBER DI NGELL:  Thank you
24  very nmuch. Thank you for having ne here this
25 norni ng. Menbers of the Section 301 Conmttee,
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1 t hank you for the opportunity to testify todalzlag(366
2 about this very inportant issue. Proposed

3 actions agai nst the People's Republic of China's
4 unfair trade practices in the maritine,

5 | ogi stics, and shipbuilding sectors is critical

6 to this country.

7 As the Co-Chair and Co-Founder of the
8 Congr essi onal Labor Caucus, | know Anerican

9 wor kers can conpete with anyone when they have a
10 | evel playing field. As a nenber of Congress

11 representing Mchigan's Sixth Congressional

12 District, | have seen firsthand how unfair trade
13 practi ces have negatively i npacted ny

14 constituents and workers in M chi gan.

15 A strong donestic shi pbuilding

16 I ndustry supports good jobs and pronotes supply
17 chain resiliency. In addition to direct

18 shi pbui | di ng j obs, the commercial shipbuilding

19 I ndustry al so supports good manufacturing jobs in
20 the supply chain, structured steel, electric
21 cabl e, and nmany ot her inportant products.
22 In 1975, the United States was a
23 | eader in global shipbuilding, enploying nore
24  than 180,000 workers and securing contracts for
25 roughly 70 comrerci al builds, but over the |ast
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1 several decades, |like we've seen in other reoee!

2 industries, but this one has been devast at ed.

3 The U.S. has | ost over 70,000 shipyard

4 jobs. Today, the nunmber of major commercial U S.

5 shipyards has fallen from28 to only seven, just

6 seven. The U S. now ranks 19th worldw de in

7 shi pbuil ding, in the shipbuilding percent of

8 global comercial ship construction.

9 The Chi nese Communi st Party, the CCP,
10 increasingly inplenments mlitary-civil fusion, a
11 policy that views comercial applications as
12 intertwined with their mlitary goals. The CCP' s
13 commercial investnents directly support China's
14 governing mlitary capabilities, and you know
15 what ? The nunbers show that this strategy has
16  worked.

17 CCP support for shipbuilding provided
18 over $130 billion in funding just between 2010

19 and 2018, and between 2018 and present, China's
20 shi pbui | ding orders have grown to 50 percent of
21 the world's production.

22 As of 2022, Chinese shipyards had

23 orders for over 1,500 ships. The U S. now

24  produces fewer than ten oceanic commerci al

25 vessels per year while China produces 1,000, over
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1 1,000. China has nore than 5,500 fl ag rrerchantpageGB
2 vessels in oceangoing service, far outpacing the
3 Uni ted States.

4 Further, LOG NK, the CCP s

5 transportation and |ogistics software platform

6 is controlling cargo at 20 major ports around the
7 gl obe, including South Korea, Japan, Antwerp,

8 Rott erdam and Hanburg, giving China' s governnent
9 an unparal |l el ed w ndow i nto commer ci al

10 transactions and trading relationships. The

11 result of all of thisis that in the first half
12 of 2023, Chinese shipyards received over 72

13 percent of the world' s new y-received orders for
14 shi ps.

15 The CCP's unfair trade practices, if
16 they continue to go unchecked, will make it

17 inpossible for the U S. shipbuilding industry to
18 ever recover, and to ne, that is unacceptable,

19 and that's why | was pleased to see that in the
20 January 2025 report on this issue, USTR found

21 that China's actions are unfair and have burdened
22 and restricted U. S. comerce. Mre inportantly,
23 they found these practices to be actionabl e under
24  our trade | aw

25 | want to thank the Ofice of the USTR
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1 for issuing strong proposed regulations, rageed
2 including a service fee on Chinese operators. |
3 support this approach, targeting Chinese ships

4 that were built with unfair subsidies, governnent
5 support, and a nultitude of non-narket

6 I ncentives.

7 | also support efforts to pronote the
8 transport of U S goods on U S flagships and

9 U S -built vessels over tine, and | agree wth

10 USTR s proposal that LOGd NK, China's port

11 software, is a risk to our econom c and our

12 nati onal security, and that it nust be addressed.
13 So many issues in trade right now Everybody

14 thinks they're economc, but they're also very

15 real national security risks.

16 As a nenber of Congress, | stand ready
17 to help inplenment bipartisan, we need to be

18 bipartisan on these issues, |egislative solutions
19 where they are needed in these sectors. The
20 Ofice of the United States Trade Representative
21 plays a critical role in enforcing trade | aws.
22 | support strong, long-lasting
23 renedies that will provide U S. workers,
24  shi pbuil ders, shipyards, and suppliers the relief
25 they need and deserve, and our country needs it
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1 for our national security. Thank you for yourpage?0
2 time and attention to these matters and for

3 allow ng ne to appear before you today.

4 CHAI R GRI MBALL: Thank you,

5 Congresswoman Di ngel |

6 CONGRESSMEMBER DI NGELL:  Thank you.

7 CHAI R GRI MBALL: Before we rel ease

8 Panel Two, | believe we have an additi onal

9 guesti on.

10 M5. BONNER  Thank you. | do have a
11 followup question for M. Li and M. Zhang. MW
12 question is how many of your nenbers use LOG NK
13 and how do we create nore conpetition for this

14 type of service?

15 MR LI: You nean how many nenbers for
16 association? Yeah, now so far we have 380, which
17 are very conprehensive. |It's quite different

18 fromthe SAGin Japan. It's different from

19 KOSHI PA in Korea, but it's simlar to Sea Europe
20 in the EU because we are conposed not only of

21 shi pyards, but marine equi pnment suppliers, and

22 some universities, and institutes, and the ship
23 design centers, so very conprehensive. Yeah,

24  thank you.

25 CHAI R GRI MBALL: Thank you, and now we
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1 rel ease Panel Two. Onh, please proceed. reoe
2 MR. ZHANG Can you pl ease just repeat
3 your question? | didn't quite catch you.

4 M5. BONNER  Sure, it was -- actually,
5 |"d like to expand on it. How do your nenbers

6 use LOGA NK and how do we create nore conpetition
7 for this type of service?

8 MR. ZHANG  You nean the platform the
9  LOG NK?

10 M5. BONNER  Yes.

11 MR ZHANG  kay, actually really our
12 association is just a trade organization. W do
13 not keep the information on our nenbers' business
14 activities, so we do not know how many of them

15 are using such a platform

16 M5. BONNER  Ckay, if you would like
17 to file a post-comment -- oh, actually, M. Li --
18 ( Si mul t aneous speaking.)

19 MR LI: Yeah, I"'msorry. Yeah, |
20 forgot the second question.
21 M5. BONNER:  Yeah, since | nodified
22 It
23 MR LI: Yeah, for the conpetition.
24  Actually, in our association, we have different
25 shipyards, snall-sized, nediumsized, and
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1 | arge-si zed. They have a different segnent. §§%72
2 generally speaking, they have no vicious

3 conpetition anong them but for the selection of
4 the equi pnent or services, it depends on the

5 shi powners.

6 Mostly, the shipowners maybe have sone
7 preference for specific equi pnment. Mybe they

8 dislike using our nenbers. Maybe they are

9 outsourcing for the foreign equi pmrent suppliers.
10 It's their right. Yeah, thank you.

11 MR. HARTNETT: M. Zhang, just to

12 expand on a remark you gave, you nentioned the

13 Port of Tanpa. Cosco contributed 25 percent of
14 its overall novenment of goods for 2024 and you

15 i ndicated that this was nore common agai nst snal |
16 and nmedi umsi zed ports in the United States. |Is
17 the 25 percent the general comon nunber? Is it
18 wusually less at the other small and nedi um ports?
19 | f you could give a sort of sense of the scale at
20 the other ports, that would be appreci at ed.
21 MR. ZHANG  Thank you, just 24
22  percent, okay. W just cite an exanple to
23 illustrate our contribution to the small ports of
24 the United States. | do not have information
25 available at hand regardi ng other ports. Ckay,
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1 we may just provide further information in ourpmﬁ73
2 rebuttal comments later if thereis, if we have

3 such information. Thank you.

4 CHAIR GRI MBALL: Yes, that's fine.

5 You can supply those in the response comment

6 period, that information. Thank you. And if

7 there are no further questions, we rel ease Panel

8 Two with our thanks. Panel Three, please nmake

9 vyour way forward so that we can begin at 11: 35.

10 So, it's a quick turnaround, three mnutes or so.
11  Thank you.

12 (Wher eupon, the above-entitled matter
13 went off the record at 11:33 a.m and resuned at
14 11:36 a.m)

15 MR. BURCH. Wuld the room pl ease cone
16 to order?

17 CHAI R GRI MBALL: Thank you. Before we
18 begin with Panel Three, we are going to have the
19 governnent representatives introduce thensel ves.
20 | believe | forgot to introduce nyself at the top
21 of the hearing. |'mMgan Ginball. [|'mthe
22 Chair of the Section 301 Committee from USTR
23 MS. BONNER  Sarah Bonner with the
24 U S. Small Business Adm nistration.
25 MR COCK: lan Cook. I'mpart of the
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1 Departnment of Commerce, specifically in the reoe i
2 | nternational Trade Adm nistration.

3 DR. STEVENS: Andrew Stevens,

4  Departnment of Agriculture.

5 M5. MADELL: |'m Mary Lisa Madell wth
6 the Departnent of Transportation.

7 M5. NADADUR: Anjani Nadadur, Ofice
8 of the U S. Trade Representative.

9 MR. HARTNETT: Christopher Hartnett,
10 Departnment of Honel and Security.

11 MR, SULLIVAN. Ryan Sullivan,

12 Departnment of State.

13 MR. VAN PATTEN. Tyler Van Patten,

14 Departnment of Treasury.

15 M5. BARNHART: Megan Barnhart,

16 Depart nent of Energy.

17 M5. SCHAFER: Sonja Schafer,

18 Depart nment of Labor.

19 CHAI R GRI MBALL: Thank you. So, at
20 this tinme, we will proceed wth Panel Three. M.
21 Bl oom you have the floor.

22 MR. BLOOM  Thank you. Good norning,
23 menbers of the conmttee. |'mPatrick Bloom |
24  serve as Executive Vice President of Governnent
25 Rel ations for Ceveland-Ciffs, Inc. Thank you
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1 for the opportunity to testify today. T
2 Cleveland-diffs is the | argest

3 producer of flat rolled steel in North Anmerica,

4 enpl oyi ng approxi mately 30,000 individuals in

5 both the United States and Canada, with workers

6 represented by the United Steel Wrkers, the

7 I nternati onal Association of Michinists, as well
8 as the United Auto Wrkers.

9 Ciffs is also one of the |eading

10 producers of steel plate for the Anerican

11 shi pbui | ding sector. W produce plate from our
12 Burns Harbor integrated steel m Il in northwest
13 | ndi ana, which enpl oys nore than 4,000 workers,
14 and from our Coatesville and Conshohocken MIIs
15 I n eastern Pennsyl vani a, which together enploy

16 nore than 800 individuals. These skilled workers
17 at our plate producing mlls are represented by
18 t he USW

19 Cl eveland-diffs supplies both carbon
20 plate and alloy plate for the conmmercial and

21 mlitary shipbuilding sectors. Qur Coatesville
22 m |l has produced steel for shipbuilding since

23 1825, and has supplied the U S. Navy through its
24  contractors since 1886. Burns Harbor has nade

25 plate since it began production in 1964.
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1 Presently, diffs continues to regere
2 directly support the commercial shipbuilding,

3 barge, tanker, and ship repair industries.

4 Cleveland-Ciffs is also a critical supplier of

5 plate to U S. Departnent of Defense contractors

6 I n support of the U S. Navy's submarine, aircraft
7 carrier, and destroyer platforns.

8 We wel cone the thorough and objective
9 Section 301 report issued by the Ofice of the
10 United States Trade Representative. This report

11 provi ded cl ear and objective evidence of

12 practices that China has enployed in recent

13 decades to target the maritinme, |ogistics and
14 shi pbui | ding sectors for dom nance.

15 The report further found that this
16 targeting by China is unreasonabl e, burdens or
17 restricts U S. commerce, and is thus actionable.
18 The Section 301 report properly found that

19 China's status as the world's | eadi ng source of
20 non- mar ket excess steel production is a direct
21 contributor to China's dom nance in shipbuilding.
22 USTR cites the preval ence of

23 non- mar ket excess steel production benefitting
24 Chi nese manuf acturers, including shipbuilders,
25 through artificially low input costs, which in
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1 turn result in Chinese products undercutting e
2 prices in conpetitive international markets.

3 China's industrial policies adversely
4 di srupt steel markets on a gl obal basis.

5 Furthernore, in sectors |ike shipbuilding,

6 Chi na's dom nance has succeeded in severely

7 degrading the steel-intensive U S. shipbuilding

8 sector.

9 These dynam cs anpbunt to a one-two

10 punch directed at U S. producers of steel plate
11 for ships and harm countl ess ot her donestic

12 supplier industries in the shipbuilding supply

13 chai n.

14 USTR has identified a conprehensive
15 set of potential actions that constitute bold

16 steps to begin addressing China's coercive

17 dom nance and to reserve the decades-I|ong decline
18 of U. S. shi pbuilding.

19 Cleveland-Ciffs is supportive of the
20 proposed service fee on Chinese maritine

21 transport operators, as well as the restrictions
22 on services to pronote the transport of U S.

23 goods on U. S. vessels. Actions of this nmagnitude
24 will be necessary to stemthe anti-conpetitive

25 behavi or of China and to rebuild U. S.
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1  shipbuilding. rage s
2 In instances where certain fleets, for
3 exanpl e, the Canadi an Great Lakes Fl eet, have

4 cone to rely on Chinese-built ships, a very

5 narromy tailored acconmodati on may need to be

6 reached to account for the fact that these

7 vessels wll remain in service for decades to

8 cone.

9 Any such accommodati on shoul d be

10 paired wth provisions that heavily encourage the
11 increased utilization of U S. shipbuilding and

12 maritinme services sector well into the future.

13 Finally, |I want to assure you that we
14 have the capacity necessary to support the growth
15 of our donestic shipbuilding industry.

16 Cleveland-diffs has existing capacity to

17 increase production of steel plate for commercia
18 ships by two to three tinmes our current

19  production vol une.
20 Wil e the preci se anount of our
21 addi ti onal capacity woul d depend on the specific
22  product m x demanded for conmercial ships,
23 Ceveland-diffs has the skilled workforce and
24  specialty equi pnment needed to significantly ranp
25 up production of plate for comrerci al
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1  shipbuilding. rage
2 Rest assured that this ranp up in

3  production volunme could be effectuated w thout

4 interfering with our Navy-grade alloy steel plate
5 production that supports the U S. Departnent of

6 Def ense.

7 I n closing, thank you for considering
8 these comments. W |look forward to working with
9 USTR and ot her stakeholders to arrive at an

10 effective Section 301 action.

11 CHAI R GRI MBALL: Thank you, M. Bl oom
12 M. Ford, you have the fl oor.

13 MR. FORD: Good norning and thank you
14 for the opportunity to be here today. M nane is
15 Brad Ford. |'mthe Executive Vice President of

16 Plate and Structural Products at Nucor

17  Corporation.

18 Wth nore than 32,000 teammates at 300
19 | ocations across North America, Nucor is the
20 | argest and nost diversified steel producer in
21 the United States. W're also one of the |argest
22 recyclers of any product anywhere in the Western
23 Hem sphere.
24 Steel and steel plate in particular
25 plays a vital role in shipbuilding and maritine
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1 I ndustry supply chains. Steel can account f&?wzﬁ
2 much as 85 percent of a ship's total weight.

3 According to a recent study by the

4 I nternational Council on C ean Transportation,

5 t he shipbuilding industry consunmed nore than 33
6 mllion nmetric tons of steel in 2021 and 2022.

7 Nearly 90 percent of this steel, however, was

8 consuned by shi pbuilders in China, Japan, and

9 South Korea, and it was supplied overwhel m ngly
10 by those countries' steel producers.

11 The erosion of American shi pbuil ding
12 capabilities due to China's unreasonabl e acts,
13 policies, and practices is therefore a nmjor

14 concern for Nucor and the entire American steel
15 I ndustry. We comend and fully support the

16 Section 301 Committee's work on this

17 I nvestigation and the U S. governnent's

18 commtnent to revitalizing Anerican shipbuil ding.
19 This is an urgent matter of both

20 econom ¢ and national security. Nucor stands

21 ready, wlling, and able to supply any growth in
22 steel demand that wll conme with the revitalized
23  Anerican shipbuilding sector.

24 In recent years, Nucor has been

25 undertaking a $14 billion investnment plan to
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1 ensure it can produce the steel needed for anypmﬁ81
2 application anywhere in the Anerican econony.

3 These investnents include a $1.7 billion

4 state-of-the-art plate m |l in Brandenburg,

5 Kentucky, and a $280 m I lion nodernization of

6 Nucor's plate m |l in Tuscal oosa, Al abana.

7 Along wth our plate facility in

8 Hertford County, North Carolina, Nucor has the

9 conbi ned capacity to produce 3.5 mllion tons per
10 year, all of which is made fromstart to finish
11 in the United States by Anerican workers. These
12 mlls have |ong supplied plate for both civilian
13 and mlitary shipbuilding, including |arge

14  commercial vessels and sone of the Navy's nost

15 advanced war shi ps.

16 According to data collected during the
17 U.S. International Trade Conmi ssion's recent

18 sunset review, the Anmerican industry had around
19 8.3 mllion tons of steel plate production
20 capacity in 2021, all while operating at |ess
21 than 70-percent capacity utilization.
22 This nmeans it could supply about an
23 additional three mllion tons per year. And
24  while these nunbers are a few years old, |
25 Dbelieve they are still a reasonably accurate
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1 snapshot of the industry's position today. rage 2
2 | f anything, they underestinmate the

3 donmestic industry's capabilities because they do
4 not include Nucor's Brandenburg m Il which began
5 operations in late 2022.

6 In other words, the steel supply for
7 a revitalized donestic shipbuilding industry is

8 here. The problemis demand, which cannot

9 materialize until China' s unreasonable acts,

10 policies, and practices are addressed.

11 These renedi es proposed in the

12 February 27, 2025 Federal Register notice are a
13 good start, including inposing additional costs
14 on Chinese-built or operated vessels to encourage
15 the use of Anerican-nade ships.

16 But given the extent to which China's
17 unfair practices have allowed it to achieve

18 domnance in this sector, a period of adjustnent
19 during which donmestic industries nodify their
20 | ogi stics practices wll be inevitable.
21 Any renmedy should seek to m nimze any
22 unintended costs to American industries during
23 this transition period as donestic shipbuil ding
24 industries ranp up. W continue to review the
25 renedi es proposed by USTR and will |ikely have
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1 additional comrents in our post-hearing ragees
2  subm ssion.

3 It is also crucial that the benefits

4 of these proposed actions occur primarily to

5 Anerican shipyards and their donestic supply

6 chains. | urge the admnistration to work

7 closely with Congress to ensure that a sufficient
8 and properly-targeted package of financial

9 i ncentives for American shipbuilders is passed.

10 The Ships for Anmerica Act, introduced
11 | ate | ast year, is one exanple of such

12 | egi slation. Any future incentives for Anerican
13 shi pbui | di ng shoul d i nclude a robust Buy Anerica
14 requirenment, with a nelted and poured standard

15 for steel inputs. This wll ensure a safe and

16 secure donestic shipbuilding supply chain and

17 guarantee American workers throughout the econony
18 benefit.

19 Any incentives should al so be targeted
20 at Anerican shipbuilding and on any portions of

21 the maritime supply chain that are truly capacity
22  constrai ned.

23 In the case of the steel industry, the
24 capacity is already here. Wat is needed is a

25  robust shipbuilding sector that we can support.
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1 Thank you for your tinme and for your work on Tﬁ?%l
2 I nvesti gation.

3 CHAIR GRI MBALL: Thank you, M. Ford.
4 M. Paul, you have the floor.

5 MR. PAUL: Good norning. |'m Scott

6 Paul , President of the Alliance for Anerican

7 Manufacturing. W're a partnership between the
8 United Steel Wirkers Union and sever al

9 manuf acturers with whom they have a collective
10 bar gai ni ng rel ati onshi p.

11 Qur nation has fallen frighteningly
12 behind China as a result of decades of CCP

13 policies ainmed at dom nating sectors |ike

14 shi pbuilding with clear economc and mlitary

15 applications. Fromour earliest days as a

16 nation, the United States has sought to devel op
17 and mai ntain a robust shipbuilding capability to
18 keep our nation safe, project our strength, and
19 grow our trade.

20 The maritinme strength of the United
21 States help to boost prosperity across the gl obe
22 and support well -paying jobs here at hone, but in
23 the 21st century, the People's Republic of

24 China's approach to bolstering its own donestic
25 shi pbui |l ding capabilities threatens this
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25

: - : .. Pagess
prosperity as well as the remaining shipbuilding

jobs in the United States.

China's shipyards secured a staggering
71 percent of global orders in 2024. In 2023,
the United States produced fewer than ten oceanic
commerci al vessels while China produced well over
1,000. A briefing slide by the U S. Navy reveal s
that China's shipbuilding capacity is at | east
232 tinmes greater than our own.

This has significant inplications for
our national security. The U S. Merchant Marine
currently consists of about 175 vessels that are
30 years old on average. This aging fleet,
coupl ed with our dependence on foreign
shi pbui | ders, puts our broader supply chain at
risk.

I nvesting in our donestic conmerci al
fleet and in manufacturing nore broadly would
help to shore up our econom ¢ security and
bol ster our naval and national security
capabilities. To do this, we nmust first respond
to China's policies.

The | argest obstacles to shipbuilding
in the United States are the unfair trade and

econom c practices of China. Wiile no nation
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1 shoul d be faulted for seeking to devel op nari??ﬁ?
2 capabilities, Beijing' s anbitions go well beyond
3 that. China's shipbuilding capacity has been

4 t ur bocharged through a series of efforts aligned
5 wth five-year plans dating back nore than two

6 decades.

7 Sone of the support for Chinese

8 I ndustry identified in the Section 301 petition
9 i ncl ude policy | oans from state-owned banks,

10 equity infusions in debt-for-equity swaps, the
11 provi sion of steel plate from state-owned steel
12 producers at bel ow market prices, tax

13 preferences, grants, and financing from China's
14 st at e-owned export credit agencies. Shipbuilding
15 was identified as a pillar industry in the Made
16 I n China 2025 schene. Beijing sought nothing

17 short of dom nating gl obal conmerce.

18 There are also valid concerns about
19 foreign capital and technology flow ng into
20 Chi nese dual -use shi pyards. China sought this
21 transfer of technol ogy, sonetines through neans
22 that are unfair or illegal such as intellectual
23 property theft, to help boost its naval buil dup,
24 a goal laid out in the 13th national five-year
25 plan of 2016. In fact, things are so bad that
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1 our own Navy nust rely on Chinese-made dry doc5§ﬁ87
2 in certain circunstances for repairs.

3 The practices | referenced have

4 allowed China to capture a nassive portion of

5 global shipbuilding orders and to further its

6 control over nearly every aspect of gl obal

7 shipping, port infrastructure, and maritine

8 | ogi stics networks. This dom nance in the market
9 continues to have a detrinental effect on

10  shipbuilders in other countries, including the

11 U S

12 Over time, the econom c inpacts of

13 these unfair trade practices and shrinking share
14  of global shipbuilding in Anerica include the

15 devastating |loss of nore than 70, 000 shi pbuil ding
16 jobs inthe U S, and many nore indirectly. Any
17 hope of rebuilding these strategically

18 significant sectors requires decisive action.

19 For all of these reasons, AAM strongly
20 supports the relief neasures proposed in the
21 USTR s Section 301 investigation. The USTR s
22 recommendati ons include deterring the acquisition
23 and use of Chinese-built ships, increasing
24  exports on U S . -built vessels, reducing exposure
25 to LOA NK, and engaging with allies.

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

SECTION 301 INVESTIGATION
Public Hearing on 03/24/2025

1 W support the proposed dockage fegm§ﬁ8
2 Chi nese operators and ships entering U. S. ports

3 that ainms to deter reliance on Chi nese vessels

4 and the requirenent to increase the utilization

5 of US -built and crewed vessels to carry U S,

6 exports.

7 ["l1l conclude with this. W urge that
8 fees collected fromthese nmeasures be directed

9 towards building Arerican shipbuilding capacity,
10 supporting the U S. shipbuilding chain, and

11 dramatically scaling up workforce training.

12  Thank you for your consideration of our views on
13 this matter.

14 CHAI R GRI MBALL: Thank you, M. Paul.
15 M. Moskal uk?

16 MR. MOSKALUK: Very good.

17 CHAIR GRI MBALL: Excellent. You have
18 the floor.

19 MR MOSKALUK: Thank you and good
20 morning. |'mJeff Mskal uk, Senior Vice
21 President and Chief Commercial Oficer for SSAB
22 Anericas. Qur conpany is a |eading donestic
23  producer of high-quality steel plate and plate in
24  coil.
25 SSAB Anericas is headquartered in
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1 Mobi | e, Al abama and operates two electric arc rageed
2 furnace steel mlls, one located in Mntpelier,

3 | owa conm ssioned in 1997, the other |ocated in

4  Axis, Alabama conm ssioned in 2001. SSAB

5 Anmericas focuses on producing a broad product

6 range of steel plate in sone of the nost

7  sophisticated and advanced hi gh-strength steel

8 grades available in the U S nmarket.

9 W provide our custoners with the nost
10 conplete solutions for their rigorous end-use

11 applications, including mlitary and comerci al
12  shipbuilding. The other end-use applications

13 served by our steel mlls include heavy

14 transportation, heavy equi pnent, energy,

15 construction, and infrastructure.

16 China's industrial policies intend to
17 harmthe U S. defense industrial base and

18 underm ne Anmerican manufacturing, and as a

19 result, our national econom c security.
20 Predatory practices include heavily subsidizing
21 critical sectors |ike steel and shipbuilding, and
22 then circunventing existing U S. trade actions.
23 This underm nes U.S. conpetitiveness
24  and weakens the nation's econom c security by
25 reducing our manufacturing base, elimnating good
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1 Ameri can jobs, and reducing our ability to rages?
2 quickly respond in a tine of need with mlitary

3 and commerci al vessels.

4 The donestic steel industry has the

5 capacity, capability, and the commtnent to

6 support a resurgent and expanded U. S.

7 shi pbuil ding industry with the highest quality

8 and nost sophisticated steel plate products

9 required to neet the growi ng needs of a

10 revitalized marine industry.

11 SSAB Anericas has been an active and
12 | ong-term supplier into the donestic shipbuilding
13 mar ket for both commercial and mlitary vessels.
14 Fromthe Great Lakes to the Gulf Coast, fromthe
15 Eastern Seaboard to the West Coast, SSAB Anericas
16 has provided the highest-quality steel plate

17 products to various types of ships and vessels,
18 I ncl udi ng pol ar icebreakers, Coast CGuard cutters,
19 mlitary supply and support vessels, tankers,
20 cargo ships, and commercial ferries.
21 One of our proudest nonents was to
22 stand pierside and watch the USNS John d enn, a
23 mer chant naval ship built wth SSAB Anericas
24 steel plate, being christened and put into
25 service to support the deploynent of U S. troops
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1 around the worl d. raget
2 SSAB Anericas would like to express

3 our gratitude to the Ofice of the United States
4  Trade Representative for the decisive proposed

5 action in the Section 301 investigation to

6 address predatory and unfair Chinese shipbuilding
7 practices.

8 We understand that a bal anced approach
9 wIll be required to incentivize and support the
10 entire marine shipbuilding value chain. W

11 believe that this focus on rebuilding the U S.

12 mari ne industry will benefit our country's

13 econom ¢ security and support our U S. national
14  security interests.

15 Thi s decision represents a trenendous
16 opportunity for donestic steel producers and the
17 donestic marine supply chain by focusing on the
18 revitalization of U S. shipbuilding and reducing
19 unfair and predatory conpetitive pressure from
20 subsi di zed Chi nese-built vessels.
21 The neasure outlined in your ruling,
22 such as the increased use of U S.-built ships for
23 exports in place of Chinese-built vessels, wll
24  undoubtedly create stronger demand for the U. S.
25 donmestic marine industry, and nore specifically

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

SECTION 301 INVESTIGATION
Public Hearing on 03/24/2025

1 for American made shi ps. rages2
2 This effort will directly benefit the
3 U S. donestic steel industry, as well as the

4 entire shipbuilding value chain. By fostering a
5 robust donestic shipbuilding sector, the USTR has
6 taken a crucial step towards supporting Anerican
7 j obs, ensuring econom c security, and advanci ng

8 I nvestment wthin key industries aligned wth

9 shi pbui | di ng.

10 | want to bring to your attention a
11 requi rement that USTR shoul d consider to further
12 strengthen the U S. supply chain and increase

13 demand for Anerican nelted and poured steel. |
14 urge USTR to consider requiring U S.-built

15 comercial ships to use steel plates that are

16 nelted and poured in the United States.

17 Current regulations for comrerci al

18 U S -built ships allow inported steel plates to
19 be considered as being froma donestic source if
20 such plate is cut or shaped by donestic steel
21 plate fabricators, steel service centers, or
22 shi pyards thensel ves.
23 We understand there may be specific
24 nmeasures needed to conply wth trade agreenents.
25 However, these efforts need to effectively
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1 support the onshoring of the shipbuilding suppf$ﬁ93
2 chain and maxim ze the growh of marine

3 capabilities in the United States as nmuch as

4 possi ble. Doing so --

5 CHAI R GRI MBALL: M. Moskal uk, please
6 conclude. Pl ease concl ude.

7 MR. MOSKALUK: -- will certainly |ead
8 to an increase in investnent in our

9 infrastructure and workforce, ultimtely bringing
10 the steel industry and the entire shipbuilding

11 value chain into a new era of increased

12  production.

13 MR. BURCH. You have reached your five
14 m nutes for your testinony.

15 MR. MOSKALUK: | have? Ckay.

16 MR. BURCH.  Yes.

17 MR MOSKALUK: Was that five m nutes?
18  Ww.

19 CHAI R GRI MBALL: Thank you. Thank you
20 to all of the witnesses for your testinony and

21  for being understanding wth the tinme. At this

22 time, we are going to proceed wth questions from
23 the governnent representatives.

24 M5. SCHAFER: A question for M.

25 Bl oom You nentioned in your testinony that
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1 Cleveland-diffs has the existing capacity to rage
2 i ncrease production of steel plate. Can your

3 workforce imediately take on this increased

4 production? |f not, how many jobs would you

5 foresee being created and any workforce

6 devel opnment needs do you foresee?

7 MR. BLOOM Thank you for the

8 question. Menbers of the commttee, yes, as |

9 mentioned in ny testinony, we have the existing
10 capacity, and specialized equi pnent, and skilled
11  workforce needed to effectively double or triple
12  our production of plate for the conmerci al

13 shi pbui | di ng sector.

14 And this is a question that | posed to
15 our commercial and operational lead in our plate
16 division prior to the hearing, and | |earned

17 that, you know, we could conceivably need to add
18 what we call shift turns, which are additional

19 shifts, in order to ranp up that production

20 capacity.

21 In the early phases, that may entail,
22 you know, additional work for our existing

23 workforce, and then as we would have the

24  opportunity to supply additional plate to the

25 commercial shipbuilding sector, it could require
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1 that we hire additional steelwrkers at our ti&fQS
2 pl at e produci ng operations to produce that

3 addi tional volune for the commercial sector.

4 DR. STEVENS. | have a question for
5 M. Ford. How would your supply chain be

6 | npacted by expected price changes in inported

7 ore that is delivered by Chinese-built ships?

8 MR. FORD: The question was around

9 I ncreased costs based on ore?

10 DR. STEVENS:. Yeah, inported ore.

11 MR. FORD: Right, | appreciate the
12 guestion. Thank you. Nucor is a 100-percent

13 electric arc furnace steel nmaker, so we do not
14 use ore in our process. W do use DRI, so we do
15 | nport sone ore for our DRI. Qur teamis | ooking
16 i nto what the overall inpacts of any of these

17 remedies nmay be. W' Ill have nore clarity in our
18 post - heari ng subm ssions, but there will be sone
19 | npact. Appreciate it.

20 M5. NADADUR: M. Paul, in your

21 opi ni on, what action can USTR take to nost

22 effectively support U S. shipbuilding capacity
23 and wor kforce?

24 MR. PAUL: Could you repeat the | ast
25 part of that question? |'msorry.
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Page 96

1 MS. NADADUR: Sure, it's what action
2 can USTR take in your opinion to nost effectively
3 support U.S. shipbuilding capacity and workforce?
4 MR. PAUL: Thank you for the question.
5 And | think conmbining the proposed relief

6 measures wth a dedi cated funding source to help
7 of fset the significant costs of capital for

8 upgradi ng shipyard facilities fromrepair to

9 production, for scaling up apprenticeship

10 prograns at shipyards.

11 There's al ready sone incredible

12 apprenticeship prograns in place. However, they
13 m ght take resources to be able to scale up to

14 nmeet the needs, as well as to nore fully

15 capitalize a shipbuilding supply chain robustness
16 program

17 There are sone prograns that exi st

18 already, but we've seen erosion in the

19  shipbuilding supply base over the |ast couple of
20 decades. In fact, 20,000 conpanies exited that
21 space, and so it would take sonme incentive to get
22  them goi ng.
23 Conbine that with neasures to provide
24  demand | ooki ng ahead so that you have the
25 stability if you're an operator in the United
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1 States to know that there's going to be a narkg$ﬁ97

2 for those ships noving ahead, which is why the

3 export carrier requirenent is an inportant aspect

4 of this as well. Thank you for the question.

5 M5. BONNER: | have two questions, one

6 for M. Paul and one for M. Moskal uk. First,

7 M. Paul, can you expand on why you advocate

8 reduci ng exposure to LOGE NK?

9 MR PAUL: Certainly, | think there
10 are several grounds for this. One is that it is
11 -- 1 think it's been the express position of the
12 U S. governnent for a nunber of years that
13 foreign entities of concern and their access to
14 sensitive data is not in our national security
15 interest, and you've seen this expressed through
16 the lawin a variety of ways, through a variety
17 of vehicles, and so | think that this is a
18 natural extension of that, of having a
19 potentially valuable source of data that, by
20 requi renment in China nust be made avail able to
21 t he Chi nese Communi st Party, puts our national
22 security at risk.

23 M5. BONNER:  Thank you. And ny
24  question for M. Moskaluk is if USTR takes action
25 in this investigation, would SSAB Anericas expect
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1 toinitiate any plans to increase capacity id%?ﬁg
2 United States to support shi pbuil di ng?

3 MR. MOSKALUK: Thank you. W

4 continually |l ook at opportunities to expand our

5 busi ness, and we | ook at both expansi on of

6 capacity, but we also | ook at expandi ng our

7 product portfolio. W currently have a market

8 | eadi ng position in advanced hi gh-strength

9 st eel s.

10 | mentioned in ny testinony supplying
11 i nto polar icebreakers. That requires an

12 advanced steel product, and those are the types
13 of investnents we continue to nake so that we can
14 service the full breadth of requirenents for both
15 comercial and mlitary marine.

16 M5. MADELL: M. Bloom | wanted to
17 cone back to your nention of the challenges in

18 the Great Lakes shipping. D d you have any

19 particul ar suggestions in terns of acconmobdati on
20 and what acconpanyi ng provisions should go al ong
21 with that? Thank you.

22 MR. BLOOM Thank you for the

23 guestion. Menbers of the conmttee, | don't have
24 speci fic suggestions. | urge you to give due

25 consideration to sone of the ideas that you wll
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1 i kely hear this afternoon by representativesgaéﬁ99
2 t he Canadi an Great Lakes maritinme industry.

3 | would just urge that, you know, any
4 consideration given to G eat Lakes shipping on

5 t he Canadi an side, the Canadi an G eat Lakes

6 sector, or any consideration given to any foreign
7 fleet be extrenely Iimted such that it mtigates
8 any adverse inpact on Anerican entities, but also
9 provides the long-termincentive necessary to

10 have a nunber of these fleets considering the

11 procurenent of U S. flag, U S -built rather,

12 vessels, and increased utilization of U S.

13 maritime services.

14 M5. NADADUR: M. Bloomand M. Ford,
15 have either of your conpani es done any anal ysis
16 on how long it would take to ranp up capacity in
17 response to the proposed actions? And we

18 under stand you m ght not be able to discuss.

19 They are al so happy to have you submt it in

20 post - heari ng coments.

21 MR. BLOOM Thank you for the

22 guestion. | can certainly provide additional

23 detail in that regard in the post-hearing brief,
24 al t hough, you know, | would just like to

25 reiterate what | nentioned during ny testinony,
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1 which is that we have significant existing ragei%
2 capacity to ranp up our production of plate for

3 the commercial shipbuilding industry.

4 MR. FORD: Yeah, thank you for the

5 question. Again, as | nentioned in ny testinony,
6 the overall industry is operating in that 70-75

7 percent of capacity range. Nucor's EAF flexible
8 business nodel allows us to ranp up or down

9 production capacity very, very quickly, and so as
10 the ranp up of the shipbuilding industry occurs,
11 we'll be able to neet that need very quickly.

12 MR SULLIVAN. | have a question for
13 each of you. Al of you have alluded to other

14 policy action necessary to make U. S. shi pbuil di ng
15 and U. S. steel making conpetitive. Can you

16 confirmthat the renmedi es proposed here today in
17 this investigation will not solely provide the

18 solutions intended?

19 MR BLOOM Would you repeat the |ast
20 part of that question one nore tine, please?

21 MR. SULLI VAN:  Can you confirm whet her
22 the actions proposed here today will conpletely
23 satisfy the needs of the global market for

24  shipbuilding and steel working to nmake the U. S.
25 conpetitive?
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1 MR BLOOM Yeah, | don't knom1th;?gﬁﬂn
2 can, speaking for Ceveland-Ciffs, guarantee

3 that the actions proposed by USTR will be, you

4 know, adequate to level the playing field with

5 the Chinese shipbuilding sector and rel at ed

6 i ndustries given the dom nance exerted by the

7  Chinese sector over the last 30 years or so.

8 | do believe that the actions proposed
9 critically, constitute a critically inportant

10 step in the right direction, and any suppl enent al
11  actions, | think, would need to be focused on the
12  extensive shipbuilding supply chain. |'m not

13 talking steel. [I'mtalking other conponents that
14 are necessary for the shipbuilding and nmaritime
15 sectors to ensure that holistically the United

16 States has the capacity to support increased

17 shipbuilding well into the future.

18 MR, MOSKALUK: Jeff Moskaluk. 1'd

19 like to followup on that. For nore than two

20 decades, | have appeared in this particular room
21 to testify on various different steel, either

22 hot-rolled or steel plate hearings related to

23 dunping or unfair trade. | think this proposal
24 is a very good start and it has a very good focus
25 on what woul d be necessary.
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1 | think to be mndful, and for thepagem2
2 reason why | continue to appear in this roomfor
3 over 20 years is the fact that you al so have to
4 be m ndful of circunvention and the ability to

5 get around the intent of the Section 301 and what
6 you have intended to put in place.

7 G rcunvention and nonitoring

8 circunvention is just as inportant as the

9 original action, and | think as long as you're
10 m ndful of that, then | think this is an

11 excellent effort and has all of the right

12  approach and the right intent.

13 MR. PAUL: | do think that the actions
14 proposed by USTR are necessary, but that

15 additional actions may be required, whether

16 through executive order or congressional action,
17 the creation of a shipbuilding trust fund that

18 could adm nister revenues, again to offset the
19 cost of capital, which is extraordinary for
20 devel opi ng new shi pyard capacity in the United
21 States or converting it fromrepair to
22 manuf act ur e.
23 Again, | also amsensitive to
24  circunvention or diversion, so that may require
25 mechani sms.  One was reconmended on the first
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1 panel. There nmay be ot her approaches Workingagelo3
2 wth Canada and Mexico to ensure that that

3 di versi on does not occur through negotiations.

4 And the establishnent, again, of

5 | ong-term denand that builds on the export

6 requi renent so that U S. flagged and built ships
7 are utilized for a variety of tasks with respect
8 to offshore rigs, and again, the continuation of
9 transporting LNG exports on U. S.-built ships and
10 things Iike that will need to be extended into

11 the future as well. Thank you.

12 MR FORD: And finally, I'lIl just add
13 a couple of things. | think as we think about

14 remedi es and the incentives that are targeting

15 revitalizing the shipbuilding industry, | just

16 think it's very inportant that they include

17 strong Buy Anerica provisions. W need to ensure
18 robust and secure shi pbuil ding supply chains, and
19 that should include a donestic nelted and poured
20 standard for any steel used to build ships in the
21 shi pyar ds.
22 Another thing | would add is | think
23 we need to consider that there will be a ranp-up
24 period in the shipbuilding side, and | think we
25 need to stri ke a balance during this period
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1 between a renedy that incentivizes the strucfﬁfg%
2 shift in shipbuilding capacity and supply chains
3 back towards the United States, but w thout

4 causi ng undue di sruptions to supply chains in

5 other critical industries.

6 CHAI R GRI MBALL: Thank you to the

7 menbers of the panel for your testinony today.

8 We are short on tine. | think we should break

9 for lunch right now and cone back in 30 m nutes
10 at 12:45. W are going to have a nenber of

11 Congress joining us at 12:50.

12 But one last note, M. Ford, and |

13 don't want you to answer now because we need to
14 go eat, but you've nentioned the desire for a

15 period of adjustnent, but al so nentioned the sort
16 of flexible business nodel that your conpany has
17 to respond to ebbs and flows in denmand.

18 So, if you, in your witten comments,
19 coul d hel p us bal ance that out and understand

20 what you nean by adj ustnent period and adj ust nent
21 period particular to the various proposed

22 remedi es, that would be hel pful if you could

23 cover that in your witten subm ssions.

24 Any anyone, please feel free to

25 suppl enment your testinony today with your witten
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1 subm ssion. So, thank you very nuch. Let'spagelo5
2 break for lunch and return at 12:45.

3 (Wher eupon, the above-entitled matter
4 went off the record at 12:14 p.m and resuned at
5 12:52 p.m)

6 CHAI R GRI MBALL: (Good afternoon,

7 everyone. As | nentioned prior to lunch, we are
8 expecting to have two nenbers of Congress

9 testify. W are waiting for themto join the

10 wai ting roomand then we wll pronptly begin

11 after they provide their testinony.

12 Good afternoon, at this tinme | would
13 like to invite and wel conme Congressman Norcross
14 to provide your testinony. Congressman, you have
15 the fl oor.

16 MR. BURCH Are you able to hear us?
17 Let nme send you a request to unnute. If you're
18 speaki ng, we are unable to hear you. Are you

19 able to activate your webcan? W are unable to
20 hear himor they're probably unable to hear us.
21 CHAI R GRI MBALL: As an update, we are
22 trying to connect with Congressnman Norcross'

23 office. W do have another congressi onal

24 representative set to testify at 1:00, so |I'm not
25 going to begin wwth you, M. Blazer. W're going
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1 to wait until 1:00, see if that happens on tir::lge106

2 as scheduled and, if not, we'll begin with you

3 and then we'll take a break as needed.

4 Congressman Norcross, can you hear us?

5 CONGRESSMAN NORCROSS: Yes, | can.

6 Can you hear ne?

7 CHAI R GRI MBALL: Onh, wonderful. Yes,

8 we can hear you. You have the floor.

9 CONGRESSMAN NORCROSS: Thank you and
10 thank you for the opportunity to testify today on
11 this inportant issues, proposed actions agai nst
12 the People's Republic of China, the PRC, for
13 unfair trade practices in the maritine |ogistics
14  and ship building sector and their inpact on the
15 United States.

16 As co-chair and co-founder of the

17  Congressional Labor Caucus and as a nenber of the
18 House Arnmed Services Committee, | know that

19 Anerican workers can conpete with anyone provided
20 we all play by the sane set of rules. | amhere

21 today to support action against PRC s unfair and

22 predatory practices in the ship building and

23 related sectors, as a strong donestic ship

24  building industry supports good jobs that

25 pronotes a supply chain resiliency.
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1 In addition to direct ship builgzilgrelg%;o7
2 j obs, the commercial ship building industry al so
3 supports good jobs in manufacturing, structural

4 steel, paint, electrical cable, valves, alum num
5 advanced conputer systens just to nane a few. W
6 hear it tine and tine again at these types of

7 hearings, at its peak, the U S. was a |l eader in

8 gl obal ship building enpl oying over 180, 000

9 wor kers, many in good union jobs, securing nore
10 than 70 commercial ship building orders annually.
11 In recent decades, the United States
12 has | ost over 70,000 shipyard jobs. In ny hone
13 city of Canden, we used to enploy over 30, 000

14 ship building wrkers. Unfortunately, the PRC s
15 unfair trade practices are a key reason for

16 revitalization of this inportant industry.

17 In 2006, the Chinese Communi st Party,
18 the CCP, designated ship building as one of seven
19 strategic industries. |In 2015, the PRC
20 I dentified ship building as one of 10 priority
21 sectors in which the country would seek to
22 dom nate gl obal commerce by 2025 and they are
23 doing just that. The PRC adopted a laundry |i st
24 of unfair, illegal trade practices to develop its
25 ship building industry, including policies, |oans
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1 fromthe state-owned banks, equity infusions ;ﬁg”DB
2 debt for equity swaps, buying steel plates from
3 state-owned steel producers at bel ow market

4 prices, pact preferences, grants, |avish

5 financing from China' s state-owned export credit
6 agency.

7 As you can see, it's a laundry |ist of
8 unfair and illegal trade practices. The nunbers
9 set bear this out. CCP supports for ship

10 bui | di ng provided over 130 billion dollars in

11  funding just between 2010 and 2018. China's ship
12  building orders have grown to 50 percent of the
13  world production.

14 This | oss of commercial ship building
15 capacity in the United States has al so a negative
16 inpact on our Merchant Marines and Naval ship

17 building prograns. For exanple, the U S. Navy

18 had to purchase PRC-produced dry docks to repair
19 and maintain U S. Naval vessels. The U S,
20 governnment has enrolled the PRC-made ships in
21 prograns that woul d be used to supply the
22 mlitary with fuels during tinmes of conflict or
23 nati onal energency.
24 | strongly support the types of
25 renedi es proposed by the USTR, a well-crafted
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1 service fee on Chinese operators, phasing in g?geup
2 export requirenents so that U S. goods and

3 shipped on U S. flagged vehicles in the U S. also
4  having crewed vessels restricting the CCP's

5 dangerous port software program LOG NK

6 I n addition, Congress must ensure that
7 funds collected through any 301 action are

8 directed to revitalize this industry and fund

9 strategic investnents to build our work force

10 ship building capabilities and critical supply

11  chains.

12 Finally, as USTR considers relief

13 measures, we support efforts to prevent

14  circunvention of fees by conpanies diverting

15 cargo to Canada or Mexico. USTR plays a critica
16 role in enforcing U S. trade | aws.

17 As USTR pursues Section 301 renedies,
18 |, and many of ny coll eagues in the Congress,

19 stand ready to work together to revitalize and
20 rebuild this critical sector. Thank you for tine
21 and attention and for allowng ne to appear
22 before you today.
23 CHAI R GRI MBALL: Thank you,
24  Congressman Norcross. Now, we are joined by
25 Congressman Mol enaar. Congressman, you have the
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1 floor. rage D
2 CONGRESSMAN MOOLENAAR:  Thank you very
3 much and good afternoon, nenbers of the commttee
4 and representatives fromUSTR | want to thank

5 you for the opportunity to testify today.

6 | strongly support USTR s Section 301
7 i nvestigation into the People's Republic of

8 China's predatory practices in the maritine

9 | ogi stics and ship building sectors and urge

10 deci sive action to restore the conpetitiveness

11 and security of America's industrial base.

12 In 1975, the United States was the

13 world' s nunber one ship building. Today, our

14  nation produces just one-tenth of one percent of
15 global output. For every 359 |arge commerci al

16 vessels launched in China, the United States

17 builds just one. This collapse is not the result
18 of natural market forces, it's the outconme of the
19  Chinese Communi st Party's deliberate,
20 st at e-sponsored strategy to domnate a strategic
21 I ndustry.
22 The PRC is depl oying the sane play
23  book in ship building that it has used in
24  sem conductors, solar panels and batteries. The
25 CCP picks national chanpions, pours in illegal
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1 subsi dies, directs nergers and acqui sitions gﬁgﬂi
2 depl oys bel ow market pricing to capture gl obal

3 mar ket share. |t |everages its own state-owned

4 conglonerates to integrate conmmercial and

5 mlitary production while foreign conpetitors

6 col | apse under Chi nese overcapacity.

7 As outlined in a recent CS report,

8 the China State Buil ding, Corporation, CSSC, now
9 the world' s largest ship building conglonerate is
10 at the heart of this strategy. |In 2024, CSSC

11 built nore comrercial tonnage then the entire

12 U.S. ship building industry has produced since

13 the end of World War Il. But this is not just

14 about economc mght, CSSC is the backbone of the
15 Peopl e's Liberation Arny Navy, a core driver of
16 China's mlitary civil fusion strategy and a

17 central conponent in China's effort to project

18 mariti me power far beyond its shores.

19 This dual use nature of China's ship
20 bui | di ng nodel presents grave risk to the U S
21 national security. Commercial revenue subsidized
22 warship construction. Foreign orders fuel
23 pl anned noderni zation. Joint ventures and
24  technology transfers accelerate China's technical
25 advancenent .
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1 PRC ship builders continue to beﬁ%?%?
2 fromU S. capital markets despite clear mlitary
3 ties. Meanwhile, the PRC s policies have

4 devastated allied and partner ship building

5 i ndustries. Japan and South Korea, once gl obal

6 | eaders, are rapidly losing ground. The United

7 States now faces an unaccept abl e dependence on an
8 adversarial power for commercial shipping,

9 maritime inputs and gl obal port |ogistics.

10 The U.S. should al so reduce exposure
11 to the national transportation and the |ogistics
12 public information platform LOd NK, a Chinese

13 Gover nnent owned | ogistics platformthat

14 functions as a data aggregation tool for the

15 Chi nese Communi st Party. LOG NK enabl es the CCP
16 to nonitor comercial and mlitary |ogistics,

17 cargo flows and port operations world w de

18 including at facilities used by the U. S.

19 mlitary. This is not a theoretical risk, LOG NK
20 I s already operational at over 20 gl obal ports
21 and is directly overseen by China's Mnistry of
22 Transportation. W nust act.
23 | urge USTR to consider the follow ng
24 actions.
25 One, inpose service fees on
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1 Chi nese-built vessels. Levy scal able dockingagell3
2 fees on vessels originating fromor transmtting
3 via PRC ports.

4 LOG NK. Restrict LOG NK access to
5 U S shipping data and limt termnals at U. S.

6 ports fromusing LOG NK sof tware.

7 Three, coordi nate a gl obal response.
8 Wrk with allies |ike Japan and South Korea to
9 prevent market dunping and establish standard
10 rules on dual use shipyard procurenent.

11 Prioritize energing maritine

12 strategies |like green shipping. The United

13 States cannot afford to cede another critical

14 I ndustrial base to the Chinese Communi st Party.
15 We nust defend our economic

16 sovereignty, protect our maritine security and
17 rebuild our capacity to serve again as the

18 arsenal of denobcracy on the seas.

19 Thank you and | | ook forward to

20 visiting with you again sonetine soon.

21 CHAI R GRI MBALL: Thank you,

22 Congressman Mool enaar. Before proceeding with
23 Panel Four, we've had sone adjustnents of

24 governnment representatives. For the record, if
25 everyone could just introduce yoursel ves once
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1 nore. Please scoot your mcs forward as | rege
2 under stand people in the back are having trouble
3 heari ng us.

4 MS5. BONNER: |'m Sarah Bonner, U.S.
5 Smal | Busi ness Adm ni stration.

6 MR. COOK: lan Cook, U. S. Departnent
7 of Conmer ce.

8 DR. STEVENS: Andrew Stevens, the

9 Depart nment of Agricul ture.

10 M5. MADELL: WMary Lisa Madel |,

11 Departnent of Transportation.

12 MR. SALKELD: David Sal kel d, United
13 States Trade Representative.

14 MR. HARTNETT: Christopher Hartnett,
15 Depart nent of Honel and Security.

16 MR. SULLIVAN. Ryan Sullivan,

17 Depart nent of State.

18 MR. VAN PATTEN. Tyl er Van Patten,
19 Depart nent of Treasury.

20 M5. SCHAFER: Sonj a Schafer,

21 Depart nent of Labor.

22 CHAIR GRI MBALL: And, |'m Megan

23 Ginball, Chair of the Section 301 Commttee,

24 Ofice of the U S. Trade Representative. Wth
25 that, M. Blazer, you have the floor.
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1 MR. BLAZER My nane is Danielpagell5
2 Bl azer and |' m appearing today on behalf of Wrld
3 Direct Shipping, WDS. | appreciate the

4 Committee's attention to this matter which is

5 | nportant to both our conpany and our country.

6 We certainly agree with the Trunp

7 Adm nistration's goal to strengthen the U S

8 maritime | ogistics and ship building sectors.

9 However, | would |ike to explain why the proposed
10 responsi ve actions would be counterproductive to
11 achi eving that goal.

12 WDS began operations as an ocean

13 common carrier in 2014. Initially, operating a
14 single chartered vessel between Seaport Manatee
15 Fl ori da and Coat zacoal cos, Mexico. Founded by
16 Dekal b Farnmers Markets, which was established by
17 ny father, Robert Blazer, in 1977. WS was

18 created to offer a nore secure and efficient

19 alternative to traditional cross-border

20 transportation for Dekal b's cargo, fresh fruit.
21 Si nce then, VDS has expanded and now
22 transports goods for nunerous |eadi ng conpani es.
23 Currently, WDS owns and operates three container
24  vessels, providing a direct connection between
25 t hree Mexican ports and Seaport Manatee. WDS
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1 short sea service transports approxi mately ngeﬂﬁ
2 percent of all containerized inports from Mexico
3 to the eastern U . S., as well as around 50 percent
4 of all containerized exports fromthe eastern

5 U S to Mexico, representing 90 percent of

6 Seaport Manatee's containerized traffic.

7 This cargo generates an annual

8 econom ¢ i npact of over 2.5 billion dollars,

9 directly enploys over 500 people and indirectly
10 supports over 14,000 jobs in Florida. Despite

11 this trenmendous contribution to the U S. econony,
12 WDS woul d be subject to the proposed one million
13 fee per U S port call as two of its three

14 vessels were built in China.

15 WDS' first vessel, Queen B, was built
16 in China in 2004. WDS acquired Queen B in 2015
17 and significantly nodified her over the past

18 decade to neet the unique demands of the U S. and
19 Mexico maritinme market. Key nodifications

20 I nclude the installation of cargo cranes, the

21 addition of an SO2 scrubber and the optim zation
22 for stow ng 53-foot containers.

23 In the sane way, WDS' second vessel,
24 Queen B Il, built in China in 2009 and purchased
25 i n 2018, has undergone conparable nodification to
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1 ensure conpatibility with her sister ship angagell7
2 provi de operational redundancy. Queen B and

3 Queen B Il are specifically designed to neet the
4 uni que operational requirenents of the U S. and

5 Mexico maritine trade.

6 Due to their conplexity and

7 speci alized nodifications, replacing these

8 vessels with alternative non-China built tonnage
9 in the near termis not feasible. Gven the

10 al ready intense conpetition from cross border

11 trucking and resulting low profit margins, the

12 i nposition of fees would make WDS' service

13 econom cal 'y unvi abl e.

14 If WDS were to | ose econom c

15 viability, the U S would |lose a cruci al

16 alternative to traditional cross border

17 transportation. Wthout WDS, approximately 1, 000
18 addi tional trucks would cross the border each

19 week, worsening border port congestion,

20 conprom sing supply chain resilience,

21 accel erating the deterioration of U S. highway

22 I nfrastructure and increasing distances travel ed
23 within Mexico. These longer routes within Mexico
24 would like pass through areas controll ed by

25 cartels, raising the risk of illegal drug
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1 trafficking. rage e
2 In addition to increased congestion

3 and security risks, U S. exports to Mexico woul d
4 be significantly inpacted. Qur conpetitive rates
5 and efficient service have made it financially

6 feasible for businesses to export their goods to
7 Mexi co. The loss of this export trade would

8 further exacerbate the already substantial U S.

9 trade deficit with Mexico.

10 More inportantly, the resulting |oss
11 of thousands of jobs would have a profound inpact
12 on the economc well being of famlies across

13 Florida. As a fam|y-owned busi ness, WDS has

14 made significant investnents and denonstrated an
15 unwavering comm tnent over the past decade to

16 devel op the only service of its kind. The |oss
17 of this service would result in a substanti al

18 financi al bl ow, devastate thousands of Anerican
19 famlies and potentially discourage future
20 I nvestnents in the community.
21 We fully support the admnistration's
22 efforts to revitalize the Anerican ship building
23 I ndustry and hope that adequate ship yards for
24 contai ner vessels wll be established so that
25 future vessels can be built in the U S However,
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1 in WDS' case, inposing port fees on its 16 aﬁ%ﬁlm
2 21-year-old Chinese-built will not help increase
3 American ship building capabilities or reduce

4 China's dom nance in ship building. Instead, it
5 would result in the loss of a vital trade route

6 facilitated by WOS via the Gulf of Anerica that

7 has becone a crucial part of the infrastructure

8 supporting U. S. -Mexico trade.

9 It is essential that WDS be protected
10 fromthe responsive actions as WDS pl ays a key

11 role in the strength and resilience of our trade
12 rel ati onshi ps, supply chains, safety and the

13 prosperity of our communities.

14 Thank you for your tine and

15 consideration.

16 CHAI R GRI MBALL: Thank you, M.

17 Blazer. M. Martin, you have the fl oor.

18 MR. MARTIN. Good afternoon. Thank
19 vyou for the opportunity to speak today on an
20 | ssue of critical inportance to the U S. shipping
21 I ndustry. |'mthe President/CEO of Tropical
22 Shi ppi ng, an Anerican-owned, Fl orida-based
23 shi ppi ng conpany that has served the Cari bbean
24  since 1963,
25 |'"'m proud to be part of Tropical,
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1 which has grown to nearly 1,500 enpl oyees and rageld
2 serves over 30 ports throughout the Cari bbean,

3 Central and South Anerica fromthe Port of Palm
4 Beach, Florida.

5 We ship virtually everything needed

6 for daily life, agriculture, food products such

7 as produce, poultry, groceries as well as

8 vehicles, building materials, nedical and

9 hurricane relief supplies and nuch nore.

10 According to the U S. Census Bureau,
11 U S. exports to the Cari bbean were nore than 92
12 billion dollars in 2024. Tropi cal Shipping has
13 played a large part in developing this narket.

14  The Caribbean is the fourth | argest export market
15 fromthe United States, only behind Canada,

16 Mexi co and Chi na.

17 We understand the |ong term objectives
18 of the USTR in this case; however, we submt that
19 the proposed action would have an adverse effect
20 on Anerican shipping conpanies |ike Tropical, on
21  Anerican exporters of goods fromthe United

22 States to the Caribbean and on U S. influence and
23 security in markets we serve.

24 What is the current situation?

25 Anerican-owned carriers like Tropical are the
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1 | eadi ng ocean carriers in the Cari bbean. Lmr?ﬁgn
2 nost international carriers, which are not

3  Anerican-owned. Qur 19 vessels were built to

4 serve shallow draft ports in the Caribbean. N ne
5 of themwere built in China between eight and 25
6 years ago. During this tinme period, Tropical had
7 little to no practical opportunity to build new
8 vessels in the US.

9 Qur vessels are nuch snmaller than the
10 16, 000 TEU capacity vessels nost international

11 maritinme carriers use. Qur fleet of vessels

12 range in the size of 150 to 1,110 TEUs. Tropical
13 vessel s have participated in the U S. Southern

14 Command' s Tradew nds Exerci ses, which have been
15 descri bed as key to maintaining regi onal

16 security, safety and prosperity throughout the

17 Cari bbean Basi n.

18 VWhat is the inpact of the proposed

19 action? The reality is sinple, the U S. shipping
20 I ndustry serving the Cari bbean cannot absorb the
21 additional costs of the proposed port fees, which
22 woul d have significant econom c consequence.

23 | nstead of strengthening Anerican

24 conpetitiveness, these port fees would push

25 Anerican-owned carriers, |ike Tropical out of
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1 busi ness. rageize
2 The proposed action would create a

3 mul tiplier effect across Anmerican shi pping

4 I ndustries and beyond. U. S. farners and ot her

5 busi nesses that export to the Cari bbean as wel |

6 as trucking, Anmerican port conmmunities that

7 depend on cargo floww |l all experience reduced
8 demand and vast econom c inpacts. The average

9 vessel service to Caribbean is 1,100 TEUs. If

10 the fees in this proposed action are applied to
11 t hese smaller vessels, we woul d have to double

12 our freight rates with an average increase of

13 2,500 dollars per 40-foot container. An increase
14 of this magnitude would be catastrophic for U S
15 exporters.

16 As conparing, applying the proposed
17 mllion dollar fee to a vessels that calls in a
18 single U S. port directly from China, carrying

19 16, 000 TEUs, the increased cost per 40-foot

20 contai ner would only be 125 dollars. W expect
21 t he unattended consequences wll be Anerica's

22 third border, the Cari bbean Basin w |l becone

23 China's new Red River, a trading route dom nated
24 by Chinese carriers and vessels transporting

25 goods from China and ot her supply sources outside

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

SECTION 301 INVESTIGATION
Public Hearing on 03/24/2025

1 the United States. reoe s
2 What are the renedies to the proposed
3 action? Exenpt Anerican-owned and headquartered
4 vessel operators fromthe renedies. Apply the

5 remedi es not based on conposition of current

6 fleets already in service but on future addition
7 to fleets. W nust find a bal anced sol ution that
8 advances Anerican busi nesses, jobs, supply chain
9 and stability. | urge this commttee to consider
10 exenption or policy adjustnents that ensure

11 Aneri can-owned shi ppi ng conpani es are not

12 unfairly penalized for decisions nade years

13 before these tariffs, thereby assuring a fair and
14 equi tabl e policy.

15 Thank you for the opportunity to

16 testify.

17 CHAI R GRI MBALL: Thank you, M.

18 Martin. Ms. Metcal f, you have the floor.

19 M5. METCALF: Thank you. 1'IIl get
20 this alittle bit closer so we're good here.
21 Good afternoon, |I'm Kathy Metcalf, the President
22 of the Chanber of Shipping of Anrerica. Qur
23 nmenbers are both U S. flag and non-U. S. flag
24 owners, operators and charters. However, none of
25 our nenbers own, operator or charter a Chinese
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1 registered flag. That can give you a Iittlepat?ietl24

2 of where we're coming from |[|'malso going to

3 apol ogi ze in advance, |'mtaking up probably 10

4 seconds of ny five mnutes, but having |listened

5 to all this testinony this norning, | have notes

6 all over ny already perfect testinony, so if |

7 m ss sonething, | apologize it's in ny witten

8 comment s.

9 We are absolutely a supporter of the
10 US flag fleet, U S. ship building capacity, but
11  we would argue this is not the place to do that.
12 Legi sl ative vehicles |ike Senator Kelly's Ships
13 for America Act fromthe |ast Congress, which is
14 supposed to be introduced in the upcom ng
15 Congress, actually this spring, that's the
16 vehi cl e, because even if we were to inpose the
17 port fees as proposed in your docunent, it
18 wouldn't even cone close to creating the
19 I nvest nent necessary to rebuild an industry that
20 has gone down the ways for a nunber of decades.
21 The question | have and this is sone
22 of the new stuff |'m dancing very quickly here.
23 The question we ask is did U S. ship building go
24 down did Chinese ship building get better? |
25 don't nmean better quality wise, |'mjust saying
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1 who had the business plan that worked best oﬁ%fﬁg
2 gl obal stage. Keep in mind if we're | ooking at

3 U S. ship building conpetitiveness, it's not just
4 China. It's Japan, it's South Korea, it's

5 Turkey, it's Singapore. W have to support

6 | egislation to make U. S. ship building

7 conpetitive again. |I'msorry, | should've used
8 t he bunper sticker, Make U. S. Ship Building G eat
9 Agai n.

10 Wth that said, | would urge you just
11 to consider the way we've | ooked at this, not

12 whatever penalty we could inpose here that m ght
13 help to sone degree U S. ship building, to us the
14 guestion is, what is the appropriate penalty to
15 be i nposed on the Chinese Governnent for a

16 violation of Trade Act Section 301. That's the
17 way we're |looking at that. If we do this wong,
18 and | say we because we're all part of the sane
19 process, it cannot have uni ntended consequences
20 on the U.S. marine transportation system
21 Penal i zing China and the U S. marine
22 transportation systemis not an acceptable result
23 and we'd urge you to consider that. W do not
24 support the inposition of port fees on
25 non- Chi nese built ships. As you've heard from

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

SECTION 301 INVESTIGATION
Public Hearing on 03/24/2025

1 previ ous testinony, those ships no | onger havepagle126
2 nexus to the Chinese Governnent. The Chinese

3 Governnent has already got their noney because

4 they signed the contract, they built the ship,

5 they took delivery. |If we were to inpose port

6 fees on Chinese-built ships, no |onger connected
7 to China through registry or Chinese benefici al

8 ownership, you're penalizing the wong folKks.

9 W woul d al so urge as a fall back that
10 i f you should decide to i npose port fees on

11  Chinese-built ships wwth no nexus to China, it

12 should be done at a point in the future, later

13 point to be determ ned. People have already,

14 based upon the current rules, entered into

15 enforceable | egal contracts and they shoul d not
16 be penalized for rules that conme after that fact.
17 The other thing that | just want to --
18 and I've just totally skipped three paragraphs,
19 but that's okay because | thought it was

20 inportant to get to sone of these other points
21 here, is inposition of these fees, particularly
22 at this level, is going to cause a significant

23 disruption all the way up and down the supply

24 chain. W're just the cab drivers. W're just
25 the floating objects but on either side of our
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1 ships are the people that nake goods, the mof%gfg
2 t hat produce goods and on the other side, the

3 fol ks, the logistics side of it that deliver

4 t hose goods to the consuners.

5 In our opinion, inposition of these

6 port fees would jeopardi ze not only the U S

7 econony, the global marine transportation system
8 but nost inportantly the U S. consuner.

9 Thank you very nuch.

10 CHAIR GRI MBALL: Thank you, M.

11 Metcalf. M. Staib, you have the fl oor.

12 MR. STAIB: Good afternoon. M/ nane
13 is Bill Staib and | am Presi dent and CEO of

14 Uni tcargo Contai ner Line, Incorporated. 1'd |ike
15 to say thank you for the opportunity to testify
16 regardi ng the proposed action pursuant to Section
17 301, Investigation of China's Targeting of the

18 Maritinme Logistics and Ship Building Sectors,

19 which I will just call the proposed action during
20 nmy testinony.
21 Qur conpany, Unitcargo, is an ocean
22 transportation internediary, |icensed by the
23 Federal Maritinme Comm ssion and specifically what
24 s known as a non-vessel operating comon
25 carrier. Unitcargo is one of Port of Houston's
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1 | ar gest NVOs by contai ner volune with particﬁ?gg%:28
2 experience arrangi ng shipnents of containerized

3 pl astic, which are shipped in high vol une.

4 Qur custoners are particularly

5 sensitive to increased costs in the shipping

6 I ndustry as they only nake a small profit for

7 each contai ner of goods that is exported and

8 sold. M main concern about the proposed action
9 is that it will drastically increase costs for

10 the shi ppers and exporters. This could destroy
11 or drastically reduce ny business and the export
12 I ndustry as a whol e.

13 I n our industry, vessel operators do
14 not take on the burden of fees envisioned by the
15 proposed action. Current |aw all ows ocean

16 carriers to set their own rates and charges.

17 Based on ny experience in this industry, it is

18 comon practice for ocean carriers to increase

19 their rates and add surcharges to ensure their

20 bottomline is not negatively affected by

21 I ndustry changes.

22 Accordingly, the fees in the proposed
23 action wll not really be paid by Chinese

24 shi ppi ng conpani es or other conpani es operating
25 Chi nese ships, they will be paid by the exporters
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1 and consuners in the United States who w || :%ﬁlza
2 drastic increases in costs and | oss of goods sold
3 when the market for such goods cannot sustain

4  those added costs.

5 W have seen this before during the

6 COVI D- 19 pandem ¢ when vessel space was in high

7 demand, ocean carriers increased shipping rates

8 for shippers and reported record profits. Last

9 year, in anticipation of the International

10 Longshoreman stri ke at U S. East Coast and gulf
11 ports, once again, carriers inposed port

12 di sruption charges on shippers. | do not see how
13 or why ocean carriers would bear this cost rather
14 than passing it down to shippers by increasing

15 rates or surcharges.

16 The proposed action will penalize

17 exporters, not ocean carriers. Further, |

18 bel i eve the proposed action's port fees would be
19 an indirect tax on exports in violation of the

20 constitutional prohibition against duties on

21 exports. The U S. Constitution, Article 1,

22 Section 9, Clause 5 states, that no tax or duty
23 shall be laid on articles exported from any

24 state. This constitutional prohibition extends
25 to indirect taxes on exports that functionally
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1 tax exports. That is precisely what these pg$fla)
2 fees do.

3 There are other serious consequences
4 to the proposed action as it is witten. It wll
5 decrease U.S. exports to other countries, harm ng
6 our trade deficit wth those countries. It wll
7 destroy Anerican jobs, exporters, transportation
8 conpani es, truckers and port workers all rely on
9 shi pnments noving through U S. ports. It wll

10 decrease gl obal conpetitiveness for U S. nade

11 products. It wll negatively inpact the U S

12 Governnent's stated goal for oi

13 sel f-sufficiency. Many exports, |ike the ones ny
14 custoners sell, are downstream petrochem cal

15 products. A strong market for downstream

16 petrochem cal products increases the

17 profitability of oil drilling.

18 The proposed action woul d harm or

19 outright destroy the U S. export market for these
20 types of goods, nmany of which are traded in high
21  volunmes with ow profit margi ns and be
22 detrinmental to the oil and gas industries as a
23 whole. That is before even considering the
24 effect of increased transportation costs on oil
25 and gas exports.
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1 Al together, while |I support the rage st
2 revival of U S. ship building, | do not believe

3 the proposed action wll acconplish what it hopes
4 and instead will penalize U S. conpanies and our
5 national interests. | believe actions to target
6 China and revive U S. ship building need to be

7 redesi gned wi thout the inposition of fees on

8 carriers or restrictions on U S. exporters.

9 Thank you very nuch.

10 CHAI R GRI MBALL: Thank you, M. Staib.
11 M. Wight, you have the floor.

12 MR WRI GHT: Good afternoon. M nane
13 Is Duncan Wight, President and CEO of UW. W
14 are a privately held NVOCC and freight forwarding
15 conpany based in Cevel and, Ghio. W have been
16 serving U S. inporters and exporters for 65

17 years, adapting and evolving to neet the ever

18 changi ng chal |l enges of gl obal |ogistics.

19 As a generational famly business, we
20 take imense pride in the work we do and our

21 entrepreneurial legacy. |'mhere today to speak
22 on behalf of not just the famly business, but

23 the countless U S. jobs at risk and to bring to
24 light the severe consequences that this proposal,
25 as currently witten, would have on our
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1 | i vel i hoods, our enpl oyees and our custoners. rageisa
2 VWil st we fully support the

3 overarching goals of Section 301, the proposal

4 threatens to devastate a vital service that we've
5 worked tirelessly to establish. The stakes here
6 are incredibly high. 1It's not just about the

7 significant job | osses for our conpany, but a

8 ripple effect inpacting jobs across trucking,

9 dock workers, warehouse and rail workers who al
10  support our service operationally. Let ne

11  explain why.

12 During the height of the COVID crisis,
13 we didn't sit back and wait for things to return
14 to normal, we took bold action and partnered with
15 SWA Shipping, a prestigious British 200+-year-old
16 famly owned conpany to |launch the Sun Chi ef.

17 This is a dedicated container service connecting
18 Vietnamto Seattle and onwards via rail to the

19 m d-west. This wasn't just another shipping

20 service, this was a life line and it filled a

21 massi ve gap providing a reliable and consi stent
22  shipping option for mgjor U. S. inporters and

23 exporters.

24 Wil e the industry's average for on
25 time performance fromall the major container
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1 shipping lines currently stands at 46 percenfagieﬁ33
2 January, the Sun Chief has been perform ng at 90
3 percent reliability. The service has won

4 accol ades and awards fromthe | argest U S.

5 retailers and manufacturers and ranks nunber one
6 In the South Asia trade for reliability per sea
7 I ntelligence reports.

8 Yet despite the success of our

9 service, the proposal would effectively place a
10 massi ve, unmanageabl e burden on our conpany and
11 our shippers. Here's why, the Sun Chief relies
12 on small Chinese-built 2,700 TEU ships that are
13 about an eighth of the size of the huge foreign
14 vessel s that service the trans-Pacific. The

15 shi ps were purchased by SWA Shi pping froma

16 Chi nese ship yard in 2020 and the fi nanci al

17 | npact of the penalties if applied as proposed
18 would be catastrophic. W would face penalties
19 seven to eight tines greater than our foreign
20 conpetitors and for an operation that averages
21 1,200 inport containers per sailing, that's an
22 additional 1,000 dollars per contai ner.
23 In stark contrast, the |arger foreign
24 carriers would only see a fraction of that cost
25 per container. Those large carriers will sinply
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Page 134

1 cut their smaller port calls leaving U S.

2 businesses that rely on our service scranbling

3 for reliable alternatives. The end result, the

4 very U S. -based conpetition that we've worked so
5 hard to establish in the market will be

6 destroyed. Huge foreign ships already driving

7 down reliability will gain yet another advantage
8 while smaller services, like the Sun Chief, wll
9 be wped off the map leaving U. S. shippers with
10 fewer options, higher costs and nore uncertainty.
11 Thi s proposal would decimate a service
12 that was specifically created to address the U. S.
13 | ogi stics prices and bring nore control back to
14  Anerican conpanies. |If we had known that the

15 decision to use Chinese-built ships many years

16 ago would be the death knell of our business, we
17 woul d have made different choices, but we

18 | aunched this in good faith.

19 If this bill is to be passed, we do
20 ask that you consider alternatives, perhaps
21  exenptions for snaller feeder class size ships
22 3,000 TEU and bel ow or maybe a per container or
23 nmetric ton fee, not a flat per vessel port call
24 fee. This would allow snaller players like us to
25 conpete on an even playing field across al
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1 vessels regardless of size and help us to rageis
2 continue to operate the face of an al ready tough
3 mar ket domi nated by subsidized foreign carriers.
4 The Sun Chief service was founded on
5 the very principles this admnistration is

6 advocating for, bringing nore control to U S

7 inmporters and leveling the playing field. W're
8 at the forefront of that change and if you |et

9 this pass as witten, you will destroy a service
10 that is helping to reshape the |ogistics

11 | andscape. W are not just another cog in the

12 machi ne and we need your help to keep the prom se
13 we made to our Anerican people, a reliable,

14 efficient and sustainable supply chain that

15 benefits Anerican businesses and consuners.

16 | urge you to reconsider this proposa
17 not just for UAL, but for the countless U S.

18 jobs, businesses and consunmers who depend on our
19 service.

20 Thank you for your tine.

21 CHAI R GRI MBALL: Thank you, M. Wi ght
22 and to the entire panel for your testinony this
23 afternoon. At this tinme, we will begin with

24  questions fromour governnent representatives.

25 M5. MADELL: Thanks very much. M.
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1 Bl azer, given the existing ship building cap;%ffi
2 outsi de of China, do you expect that any proposed
3 action that's put in place would inpact overall

4 freight rates that U S. inporters have to pay?

5 Wuld a fee on port calls have an inpact on

6 freight rates for U S. exporters?

7 MR. BLAZER Can you say the first

8 part of that question again?

9 M5. MADELL: So, given the fact that
10 there are ships available being built in places
11 ot her than China, do you think that the proposed
12 actions would inpact overall freight rates for
13 US. inporters and would the fee on port calls
14 affect freight rates for U S. exporters?

15 MR. BLAZER | think on a gl obal

16 scale, our scale is just Mexico and Florida, so
17 we don't have any conpetition except truck and if
18 there's no fees on trucks, we're finished. But,
19 on a global scale, the larger carriers can

20 reall ocate their, let's say they have 50 percent
21 Chi nese vessels, 50 percent non-Chinese-built

22 vessels, they can reallocate their tonnage to
23 service the different markets.

24 You'll see that there's a |lot nore
25 Chi nese-built tonnage than the other ones, but
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1 they m ght use them as a feeder service. Thz??e137
2 m ght call just one port. \Watever port they

3 call would be farther away fromthe destination

4 consuners would have to pay higher truck costs to
5 get it there. The railroads would be all bl ocked
6 up with cargo routing that wasn't goi ng that way.
7 Hi ghways woul d be bl ocked up. Basically, they

8 would concentrate their port calls into certain

9 pl aces to avoid those fees. They woul d add naybe
10 trans | oadi ng places in the Bahamas or what ever
11 to just use their non-Chinese built ships to call
12 the U S

13 M5. MADELL: M. Martin, if | could
14 ask you, you suggested sone proposed actions that
15 could be taken to avoid disruption that woul d

16 harm U. S. flagged carriers. Mybe if you could
17 expand on that and then tal k about which ones

18 would encourage the use of U S.-built ships.

19 Thank you.

20 MR MARTIN: First of all, there's a
21 limted supply of U S . -built ships to be able to
22 use on the exports basis outside the U S.

23 territories. So, that is not readily avail able
24  for anyone to use. Anybody who works out of the
25 State of Florida's 13 deep water ports are using
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1 basically foreign flagged vessels in those pg$f§¥
2 To address your first question,

3 reference to exports, this would have trenendous
4 | npact on exports. Ships cone in, a Chinese ship
5 cones into our port is enpty. So, you' re going

6 to charge a mllion dollar fee on our ship com ng
7 in enpty to our port to | oad exports out fromthe
8 United States to the Caribbean, so that has a

9 trenmendous negative effect on the supply chain,
10 what goes on in the Caribbean. There was a

11 statistic done, | can't validate it, but | did

12 hear through a source, this is a three and a half
13 billion dollar increase fromall ports fromthe
14 State of Florida that would go into the Cari bbean
15 Basin if this fee went into place as it stands

16 today for exports out of the U S

17 MR. SALKELD: Thank you, | have a

18 guestion for Ms. Metcalf. |In your testinony, the
19 witten comments that you provided and you

20 touched on themin your comments here in the

21 hearing today, you propose that if service fees
22 are to be assessed on Chinese-built vessels, they
23 shoul d be assessed only after a date certain in
24 the future so investnent decisions can be nade

25 with full know edge of the penalty port fee
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1 provi sions which are to be adopted. What daf%mﬁﬁ
2 the future would you propose fees should be

3 | nposed?

4 Then, there's a second part of the

5 guestion, how would you structure the fees to

6 prevent, for exanple, acceleration of investnent
7 I n the Chinese-built ships up until that kind of
8 future date?

9 M5. METCALF: Thank you for the

10 question. Tonorrow, you could do it tonorrow,

11 but | do think that wwth our systemof |aw that's
12 built on equity that any player in the ganme needs
13 to know the rules before they decide to enter the
14 gane. That was the reason for that point.

15 MultimIlion dollar contracts have

16 been now entered into with shipyards all over

17 Chi na, South Korea and whatever and to suddenly
18 have a conm tnent you nmade say a year ago, to

19 have a ship delivered in two years, it changes

20 t he whol e business case for that ship. | think
21 that the rest of the piece of this as well is

22 once you nmake this known, this is one of the

23 par agraphs | skipped in ny testinony, but |I've

24 gotten input fromour nenbers and ot her

25 coll eagues in the international industry.
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1 If you don't think this is goingp?gg140
2 create an incredible ripple in the global marine
3 transportation system please know that it

4 already is. The potential for what the decision
5 could be out of this body is already rippling

6 t hrough the spot market place.

7 It's rippling through the |onger term
8 charter market place. For exanple, ships can run
9 on a voyage charter, | want you to go to Point A
10 to Point B, boom charter's over. O, | want to
11 put you on a tine charter, three nonths, six

12 nonths. O, | want to put you on a one year or
13 all the way up to a five-year charter. The

14 negoti ati ons of these |longer termcharters which
15 produce nore efficient, econom cal transportation
16 agreenents is frozen right now because people do
17 not know what the risk is they're going to be

18 exposed to.

19 If I could just -- | hope | answered
20 your question, but if | could just add one ot her
21 t hi ng, our President has stated he wants to
22 I ncrease exports. A significant fee decision in
23 this case would, in ny opinion, alnost shut
24 exports down. In particular, his statenent on
25 ener gy i ndependence and the expectation that we
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1 want to be able to export these products, bufiige141
2 there are no U.S. ship types and capacity that

3 could fulfill that right now.

4 We just sinply suggest to consider

5 that this is not a light switch that we shoul d

6 flip on and off. It is truly a transition and we
7 need to manage it well. 1'll be the first

8 cheerl eader out in front of the parade going,

9 let's go U.S. shipyards, let's go U S. |abor,

10 US flag plate. Thank you.

11 M5. SCHAFER: | have a question for
12 M. Staib. You stated in your testinony that

13 ocean carriers do not take on the burden of the
14 types of fees envisioned by the proposed action
15 and have actually stated that they would flow
16 down those charges to their custoners, that is,
17 t he shi ppers and | ogi stics conpani es, such as

18 non-vessel operating common carriers and freight
19 forwarders.
20 I n your view, who should take on the
21 burden of the proposed fees to acconplish the
22 goal of deterring and countering China's
23 dom nance in the maritine |logistics and ship
24 bui | di ng sectors?
25 MR STAIB: Well, first of all, |
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1 believe the proposed action is targeting Chinz:age142
2 These fees do not necessarily target China. It

3 may be true that decisions on future ships may

4 not be built in China, but we already have nmany

5 that are previously built in China. | defer to

6 ny col |l eague, Bria, about this issue.

7 If you put these out there now, the

8 only one you're hurting is Amrerican business, who
9 has to pay these fees. The carriers don't pay

10 these fees, they pass themalong. |In fact, |

11 have contracts with nost of these major container
12 carriers and | already received sone notice that
13 in the event of such fees, contract is cancell ed.
14 Already out there, so you need to punish China

15 for their dom nance in the industry and their

16  subsidies, but punishing American business by

17 doing this, is not the way. W need to | ook at
18 sone other possibility.

19 MR. HARTNETT: M. Wight, could you
20 pl ease el aborate on how woul d a per container or
21  per tonnage fee mtigate what you believe to be
22 sonme of the potential negative inpacts of the

23  proposed action?

24 MR VWRIGHT: Yeah, | think as you hear
25 fromother testinony today, the smaller carriers,
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1 the small er providers, | believe our colleagﬁegg143
2 fromthe Geat Lakes speaking to the per
3 cont ai ner obvi ously nodel woul d be sonethi ng that
4 we woul d potentially ook at, if there were to be
5 fees assessed. |If that was the case, it would be
6 nore |ike an add on to the harbor tax fees and we
7 would be able to introduce it on a |evel playing
8 field.
9 Qur ships, as | said, are the small
10 ships that you're going to hear about today, |
11 think, a lot of other testinony, the scale of
12 this single per port call fee of us conpared to
13 the giant ships is seven, eight, nine, ten tines
14 bigger. If you brought it on the per container
15 | evel , then you would level the playing field in
16 t hat sense.
17 Just to support M. Staib's coments,
18 | mean as the carriers, as a contracting carrier
19 and there's others here, these costs woul d be
20 passed down through all the shippers. The
21 carriers are not going to absorb them They have
22 built in structures in their contracts to put
23 these in as surcharges. These will be just
24 passed through in sone form or other.
25 M5. BONNER: Thank you for your
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1 testinony. | have a question for all of you.Page144
2 To the extent that you can answer this, can you

3 share if any of your conpanies or the entities

4 that you're working with, are using LOG NK? Are
5 you relying on that Chinese software platformin
6 any way or are your conpanies' custoners?

7 MR. STAIB: None of m ne.

8 M5. BONNER  Thank you.

9 MR. WRI GHT:  None.

10 MR. MARTIN:  None through Tropical.
11 MR BLAZER None that |I'm aware of
12 for VDS

13 MR. SULLIVAN. | have a coupl e of

14  questions for M. Martin and M. Blazer. You

15 bot h nentioned that your conpanies are U S.

16 headquartered. For the record, can you pl ease

17 provide the follow ng facts? Wat percentage of
18 your fleets are U S. flagged and what percentage
19 of your work force are U. S. mariners?
20 MR. MARTIN. So, U S. flagged, we have
21 zero in our fleet. W own three U S. -built
22 vessels, but they're not U S flagged. As far as
23 mariners that are on our fleet, it would be zero.
24 MR. BLAZER  The question was U. S.
25 flagged, zero U S. flagged and zero U S. crew on
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1 that flag, on those vessels. Qur U S. enploygggﬂAS
2 are term nal enpl oyees and downstream

3 DR. STEVENS: Questions for M.

4 Martin, M. Blazer and anyone el se who wants to

5 answer and let's answer in post-hearing briefs,

6 but just spell out the nunbers for us,

7 particularly these western hem sphere short haul,
8 what does that ook like, a mllion dollar fee

9 for exanple, how would that break down on these
10 snmaller vessels.

11 Al so, wal k us through the nunbers, how
12 | ong does it take to convert to a U S. flag and
13 what are the advantages, disadvantages. | would
14 | ove to hear any thoughts in post-hearing briefs
15 on those.

16 MR MARTIN. Well, as far as building
17 vessels in the U S, we would need space and

18 time. |If we had a shipyard that we could build
19 inthe US and they could build it in tinme.

20 Wen you | ook at a design to when you christen a
21 vessel, it's three years, but the U S. Navy cane
22 out |last week and said they're four years behind
23 in these seven markets that are buil ding ships.
24 We need for us to have the

25 opportunity, whoever's in this roomwho builds
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1 vessels, we need to have the ability froma rage b
2 space, a shipyard, to do it and also the tine to
3 buildit then that changes everything from what

4 we're tal king about today. That's been going on
5 and it's been nentioned since the '70s when that
6 actually ended and Anerican shi ppi ng which

7 domnated the world by, what, 70, 80 percent has
8 all conpletely basically gone away outside of

9 what's done in certain areas. | hope | answered
10 that. Wat was the other part of your question?
11 DR STEVENS: In the post-hearing

12 briefs, just walk us through the nunbers for the
13 smal | er vessels.

14 MR. MARTIN:. Yes, okay.

15 DR STEVENS: And then al so, how | ong
16 would it take to re-flag because there's also a
17 flag portion to the proposed renedies.

18 MR MARTIN: Yes, it would take a

19 while to re-flag the three U S. vessels to flag
200 themto U S Yes, can it be done, yes, it takes
21 time to do that. | can't give you an exact tine
22 line for that.
23 As far as size, when you're talking in
24 our fleet, we have approximately six vessels and
25 at 150 to 250 TEU range, which are very small,
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1 and when you divide a mllion dollars per on§“§?“
2 those port calls on that ship, it's like 12,000

3 dol | ars per container increase just to cover that
4 mllion dollar port fee. So, there needs to be

5 sone clarification on that.

6 If you saw the Executive Order that

7 was submtted and President Trunp tal ked about,

8 It tal ked about the fees only on inports to the

9 US So, how does this affect exports out of the
10 US? It's two conpletely different trades and
11 that needs to be clarified as well.

12 DR. STEVENS: And then al so, when you
13 tal k about U S. flagged in your post-hearing

14 brief, what are the benefits of not being a U S
15 fl agged? Wiy do people do it? | think we know,
16 but would love to hear it.

17 MR MARTIN: Well, it's a Jones Act
18 and that would be work in certain trades, right?
19 So, that would be in a cormmonweal th of Puerto
20 Ri co, Hawaii, Al aska that's where your Jones Act
21 trade is, where it's Anerican flagged vessels and
22 oper ati ons.
23 MR. BLAZER If | could, you had that
24 guestion directed to ne also, right? So, oh
25 sorry, go ahead.
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1 MR. MARTIN. No, |'m good. rage i
2 MR. BLAZER Simlar to Tropical's

3 vessel s, our smaller vessels, which say have 150,
4 200 containers on it, so you' d be |Iooking at

5 5,000 to 6,500 dollars per container, but one

6 dol l ar extra wouldn't work for us because, again,
7 our conpetition is by truck and so if there's no
8 fees crossing the border, everything will just

9 get funnel ed through the border, which is already
10 crowded and officers are overwhel ned and stuff.
11 Regarding the U S. flagged vessels,
12 flagging U S. there's not nmany conpani es that

13 flag U S. because there's a shortage of U S

14 mariners. There's a cost part of it whichis --
15 I f you | ook at where vessels are flagged right

16 now, each country that has very favorable rules,
17 | i ke you can enploy -- there's maybe a visa

18 program where you can enploy foreign people to
19 bring themin to be able to crew your vessels.
20 If you told ne | had to crew ny
21 vessels tonmorrow wth U S. crews, we wouldn't be
22 sailing. | don't know where we would find them
23 | think that's just a result of 40, 50 years of
24 decline. It's just not sonething your kids grow
25 up to want to do right now, but it could change.
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1 CHAI R GRI MBALL: Ms. Metcalf, ple;?g?Ag
2 M5. METCALF: | just wanted to nention
3 one thing and it's kind of ironic. W do have

4 sone nenbers that periodically we flag into the

5 US flag, primarily when there are slots open

6 and available in the Maritinme Security Program

7 and the Tanker Security Program

8 The irony of this, and we al so have

9 one nenber conpany that has a long termcharter
10 wth the Mlitary Sealift Command, that is with a
11  Chinese-built vessel. There are sone

12  Chinese-built vessels al ready operating under

13 US flag in the MSP and TSP programthat we

14 really don't want to weaken that program In

15 fact, what we're eventually trying to do is

16 strengthen it up, which hopefully the SH PS for
17 Anerica Act woul d do.

18 Thank you.

19 MR. VAN PATTEN. Thank you, anot her
20 question for you, Ms. Metcalf, or whoever would
21 like to try. How does the Chinese-built share of
22 U.S. based fleets, |ike yourselves, conpare to
23 the Chinese-built share of internationally based
24 fleets?
25 M5. METCALF: 1'mgoing to take a
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1 guess and tell you that it's significantly rage iR
2 smaller inthe U S flag fleet, but if you | ooked
3 at Chinese-built global fleet, it's way, way up

4 t here.

5 MR. BLAZER |If you |l ook at us, we're
6 two out of three, so that's 66 percent

7 Chi nese-built for us. | think that could be

8 simlar, as vessels get newer, it's a higher and
9 hi gher percentage of Chinese-built vessels. |If
10 you're looking at U S.-built vessels or maybe

11 German-built vessels, they're ol der and ol der and
12 basi cal | y goi ng obsol ete.

13 | would say it's a very high

14 percent age Chinese-built and, |ike | nentioned

15 earlier, the global carriers will be able to

16 adj ust and charge the consuner. The regional

17  Anerican operators wll be out of business

18 because we can't reallocate our fleet to sone

19 ot her country or sone other trade.

20 CHAI R GRI MBALL: Thank you, Panel

21 Four, for your testinony today. Please do feel
22 free to follow up with post-hearing subm ssions
23 to el aborate on any of the questions that nenbers
24 of the governnent panel posted today. W

25 appreci ate your participation and now we can
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1 resune with Panel Five. Let's start at 2:00, so
2 five-mnute break

3 (Wher eupon, the above-entitled matter
4 went off the record at 1:56 p.m and resuned at

5 2:04 p.m)

6 MR. BURCH. Wbuld the room pl ease cone
7 to order.

8 (Pause.)

9 CHAI R GRI MBALL: Good afternoon.

10  Thank you Panel 5 for joining us this afternoon.
11 Ms. Bow by -- Is that correct?

12 M5. BOALBY: Bow by.

13 CHAI R GRI MBALL: Bow by. Ms. Bowl by,
14  you have the floor. Thank you.

15 M5. BOALBY: Thank you. So good

16 afternoon Menbers of the Panel. Thank you for

17 the opportunity to address this critical issue

18 facing our integrated maritime econony.

19 My nane is Hannah Bowl by and | have
20 the privilege of serving as Chair of the Ontario
21 Marine Council. The Ontario Marine Council is an
22 i ndustry associ ation representing the major
23  stakeholders in Ontario's marine sectors.
24 Qur nmenbership includes port
25 operators, ship owners, shipyards, port
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1 termnals, and the St. Lawence Seaway Nhnagzﬁiﬁ?

2 Cor por ati on.

3 Let ne start with a sinple fact.

4 Ontario is not just a neighbor to the United

5 States, we are your |argest custoner and your

6 strongest tradi ng partner.

7 In 2023 al one, Ontario and the U S

8 conducted nearly $365 billion in two-way trade.

9 Ontario is the nunber one export destination for
10 17 U.S. states and the nunber two for another 11
11 st ates.

12 Nowhere i s the econonic partnership
13 nore critical than in our marine sector. The

14 Ontario Marine Council stands with the United

15 States in confronting China's unfair state-backed
16 shi ppi ng i ndustry.

17 We fully support neaningful action to
18 counter these distortions and strengthen North

19 Anerica's nmaritine capabilities, but our response
20 must be strategic, targeting the real problem

21 wi thout inflicting collateral damage on the very
22 I ndustries and supply chains that nake Anerica

23 st rong.

24 Wth deeply integrated U. S./Canada

25 supply chains building a Fortress North Anerica
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1 can support and grow our integrated defense gﬁﬁﬂB
2 energy security. It can also build a sean ess

3 resilient maritine trade network.

4 We cannot afford to underm ne the

5 North Anmerica Marine Network nor disrupt the

6 essential novenent of goods between our two

7 nati ons.

8 | would first like to focus on a

9 critical distinction, the fundanental difference
10 bet ween | ong haul, or transoceani c shipping, and
11 short sea shi ppi ng.

12 Long haul shipping, primarily nmassive
13 cont ai ner vessels carrying finished consuner

14 goods such as el ectronics, clothing, and

15 aut onobi | es across the ocean.

16 Short sea shipping, defined here as
17 transits of less than 2,000 nautical mles, is an
18 entirely different segnent, short voyages,

19 | ow- val ued products, small ships, operating
20 within regional waters, the G eat Lakes, St.
21 Law ence Seaway, bays, channels, river systens,
22 and the east and west U.S. coast |ines
23 transporting the raw materials that power
24  Anmerican industry and construction, iron ore,
25 aggregates, coal, cenent, and fuel.
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1 Let's tal k nunbers. At the IovvestPage154
2 proposed fee of $1 mllion per vessel, this

3 policy would inpose a staggering $3 billion

4  burden on critical U S./Canada maritine trade.

5 That translates to $40 per ton in

6 added costs. At the higher proposed fee |evels
7 these costs would quadruple. These fees would

8 price essential commodities out of the market

9 significantly increasing costs for Anerican

10 manuf act urers and consuners.

11 This is conpletely counterproductive
12 to U S policy goals on productivity, reduced

13 inflation, and supply chain efficiency.

14  Moreover, applying the fees to G eat Lakes

15 vessels would likely force a shift to rail and
16 truck, or, nore critically, elimnate trade

17 altogether.

18 No trade neans no port fees, |eaving
19 m ni mal revenue for ship building while causing
20 significant econom ¢ harm

21 Let's be strategic about our approach.
22 The Ontario Marine Council proposes that if the
23 USTR seeks to i npose port fees they should only
24 apply to ships carrying goods from ports of

25 origin nore than 2,000 nautical mles fromtheir
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1 desti nati on. g
2 This will elimnate the unintended,

3 exagger at ed consequences these fees woul d have on
4 short sea shipping. This would protect vital

5 short sea shi ppi ng networks that support American
6 | ndustry.

7 If a fee is introduced it nmust work

8 for U S industries that rely on short sea

9 shipping. One way to get it right, base it on

10 cargo value. Short voyages, |ow val ue goods, and
11 smal | vessels can't be treated the sane as | ong
12 haul s, high value cargo, and large ships. One

13 size does not fit all.

14 We nust remenber North American

15 maritime trade plays a crucial role in the U S
16 econony. A port fee on Chinese-built ships sold
17 before 2025 is neither practical nor effective in
18 addressing China's nmaritine dom nance.

19 The Ontario Marine Council stands

20 ready to work with the USTR to devel op nore

21 targeted approaches that align wwth U S policy
22 obj ectives while ensuring the continued success
23 of our integrated binational trade networks.

24 We can confront China's unfair

25 practices w thout jeopardizing the very
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1 infrastructure that powers Anerican industry. P%flﬁs

2 targeted, strategic approach is key, one that

3 strengthens North Anerican shipbuilding for the

4 future while safeguarding the critical supply

5 networks that industries rely on today. Thank

6 you.

7 CHAI R GRI MBALL: Thank you, M.

8 Bowl by. M. Burrows, you have the floor.

9 MR. BURROWS: (Good afternoon, Chair
10 and Menbers of the Committee. M nane is Bruce
11 Burrows and | am President and CEO of the Chanber
12  of Marine Conmerce, or CMC
13 Qur organi zation represents key inland
14 and coastal marine supply chain stakeholders in
15 both the United States and Canada.

16 As the collective voice of the

17 cross-border Geat Lakes-St. Lawence marine

18 community the CMC appreciates the opportunity to
19 speak with you about the proposed actions under
20 the Section 301 investigation.

21 | wanted to begin by noted the CMC
22 wel cones the concept of a stronger U. S. based

23 shipbuilding industry and is keen to help

24  President Trunp achieve his intended goals,

25 protecting Anericans from excessive Chinese
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1 i nfluence while also grow ng the econony throJE%ﬂB?
2 enhanced donestic shi pbuil di ng.

3 In the spirit of helping I suggest

4 that the current proposal be refined slightly to

5 better achieve these conmendabl e goals while

6 avoi di ng any uni ntended outcones for U S.

7 governnment policy, Anerican businesses, and

8 consuners.

9 W feel the best way to do that is to
10 add | anguage that protects inland and coast al

11  shipping while donestic shipbuilding capacity can
12 ranp up. This is simlar to what had al ready

13 been nentioned earlier this norning.

14 To speak further to avoi dable negative
15 outcones that could sour public opinion ny

16 testinony will focus on the integrated

17 U. S./ Canada supply chain, sone antici pated

18 inpacts these proposed fees woul d have on vessel
19 operations in the Geat Lakes, and an alternative
20 approach that achieves this investigation's goals
21  wthout harm ng the econony, Anerican industry,

22 or a longstanding trade partnership.

23 The U. S./Canada marine industry is the
24  backbone of the Geat Lakes-St. Lawence supply

25 chain, noving essential materials for economc
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1 security and public safety purposes such as F%ﬁﬁ%
2 and steel production, construction, agriculture,
3 energy, and road safety.
4 The integration of this joint system
5 has continued to deepen since the 1959 openi ng of
6 t he seaway whose infrastructure is proudly owned
7 by both the U S. and Canada.
8 It's a marvel ous systemthat keeps
9 costs low for Anerica and ensures the efficient
10 transport of goods to U S. markets. Laker
11  vessels designed for the seaway play a cruci al
12 role in this trade, opening inter-shared waters,
13 operating inter-shared waters, and delivering
14 cargo to U S. ports.
15 USTR s proposed fees woul d severely
16 di srupt the system This is likely due to sinple
17 oversight. It is apparent the focus of the
18 USTR s report is on | arge ocean-goi ng shi ps.
19 However, our inland | aker fleet is very
20 different.
21 We're tal king about nmuch snmaller,
22 speci ali zed vessels, 78 feet wide typically,
23 desi gned specifically to navigate the seaway
24 | ocks found throughout the system while
25 transoceanic, long haul, in other words, vessels
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1 carry high val ue goods, our |aker short haulpage:159
2 fleet carries small, bulk quantities of essenti al
3 but | ower valued materials.

4 Let ne illustrate the difference by

5 citing sonme basic engineering facts. Seaway

6 | ocks are designed at just 80 feet wde and the

7 only option for ships navigating these waters is
8 to go through these | ocks into the heart of North
9 Anerica. A typical long haul ocean ship is over
10 a 100 feet wde, nore frequently as nuch as 165
11 feet wde, twce the size of the | ocks.

12 There is another way to think about
13 all of this, large contai ner vessels carry

14 fini shed goods people m ght want at a variety of
15 prices. A laker carries foundational materials
16 peopl e absolutely need at one price, the | owest
17 pri ce possible.

18 The proposed tiered fee structure

19 estimates range up to 100 or at l|least $1.5
20 mllion per port entrance would place an
21 unsust ai nabl e burden on Canadi an operators
22 serving the inland and coastal trade routes given
23 the nature of what they carry.
24 Broadly applying port fees per short
25 sea ships, simlar to ocean-going, |ong haul
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1 shi ps, would place a nassively disproportion;?gg160
2 burden on our smaller vessels, increasing costs
3 bet ween 100 and as nuch as 500 percent.

4 These costs will be passed down, and
5 | ask you how many firns today that operate on

6 very thin margins can absorb that |[evel of an

7 | ncrease.

8 Many of these trading | anes we serve
9 w ll be killed, knocking Anerican businesses

10 right into the bleachers. This wll lead to U. S.
11 cl osures of manufacturing and processing

12 facilities, job |l oss, and severe disruption to
13 U. S./ Canada trade.

14 Expert analysis estinmates $4 billion
15 I n economc activities at stake with 26, 000

16 Anerican jobs affected. These are jobs in

17 i ndustries that rely on affordabl e shi pping.

18 We cal cul ated these econom c inpacts
19 on inland short sea vessels froma broader study
20 that showed the G eat Lakes-St. Lawence River
21 waterbed to be a vital econom c corridor noving
22 over 250 mllion tons, 357,000 jobs, $51 billion
23 in activity.
24 The CMC' s | aker vessels specifically
25 transport close to 66 mllion tons and for over
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1 50 years they have handl ed roughly 90 percent ?#eﬂﬂ
2 the cross-border trade.

3 | urge this Conmttee to recognize our
4 systemas a distinct binational trade corridor.

5 In conclusion, a better path forward is one that
6 creates even nore strength by building on the

7 foundation of Fortress North Anerica. Thank you.
8 | wll gladly ask any, or at |east answer any

9 guesti ons.

10 CHAI R GRI MBALL: Thank you, M.

11 Burrows. M. Wite, you have the fl oor.

12 MR VWH TE: Thank you. Good

13 afternoon. My nane is Jonathan Wiite, originally
14 fromoutside of Boston. | ama very proud

15 graduate of the Massachusetts Maritinme Acadeny.
16 | have been in the shipping industry
17 ny entire career. | have supervi sed vessel

18 construction in shipyards and now serve as Vice
19 Presi dent at Canadi an Steanshi p Lines, a Canadi an
20 ship owner based in Montreal.
21 As an executive, as a shipping
22 prof essional, and nost inportantly as a proud
23  Anerican, | amdeeply honored to be speaking
24  before you today.
25 | admre the Admnistration's goal of
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1 boosting U S. shipbuilding. There is nothingige162
2 nore | would |ike to see than our next generation
3 of vessels being built right here at hone.

4 In ny role, and unlike the

5 Association's speakers next to ne, | have the

6 privilege and honor of running one of the |argest
7 fleets on the Geat Lakes.

8 Qur 18 Canadi an flag vessel s provide
9 critical short sea shipping solutions to | arge

10  Anerican and Canadi an industrial custoners, going
11 in and out of U S. ports nultiple tines a week,
12 several hundred tinmes a year, transporting

13 mllions of tons of |ow value commodities,

14 I ncluding iron ore, coal, salt, soybeans, and

15 aggr egat es.

16 Qur fleet is a mx of Canadi an,

17 Eur opean, and Chi nese built vessels, which neans
18 | amin the cross-hairs of paying very high port
19 fees for the work that | do.

20 Multi-mllion dollar port fees on

21 vessels carrying high volunes of these

22 commodities will destroy short sea trade routes,
23 shifting these cargos to rail and road.

24 To nove the sane volune of cargo as
25 one of our vessels you will need 900 trucks,
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1 that's 12 mles of trucks, the same di stance raoeies
2 Dbetween here and Walter Reed Medical Center, for
3 just one ship.

4 Did | nmention that we go into the U S.

5 hundreds of tinmes a year? | cannot stress this

6 enough, you don't help ship building by stopping

7 shipping, and this is exactly what the port fees

8 wll do.

9 Wien the ships go away they will no
10 | onger go to the Anerican shipyards that not only
11  build new vessels but to hel p keep existing
12  vessel s running.

13 Qur vessels are purpose built to

14  operate exclusively wthin the Geat Lakes and
15 St. Lawrence Rver. They do not operate on the
16 ocean. That means that not only do they rely on
17 | ocal shipyards, but they are unique in the world
18 fleet and our shipbuilding process can be

19 conpl ex.

20 Wth the help of external firnms, we
21  design our ships in-house and then give these

22 plans to an international ship broker whose job
23 it is to solicit, receive, and nanage the bids
24  from conpeting shipyards across the gl obe.

25 Not hi ng stops U. S. shipyards from
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1 bi ddi ng. Unfortunately, there has been dmﬁndl?ﬁﬁ;&l
2 interest from Anerican shipyards to build

3 mer chant vessel s.

4 In fact, the last tinme an Anerican

5 shipyard bid on a new construction project for

6 Canada Steanship Lines was over 25 years ago, and
7 it's not like we didn't try.

8 In 2023 we asked ei ght Anerican

9 shipyards to build us a new vessel. O the eight
10  Anerican shipyards, and | want to nmake this

11 clear, not a single one offered to put in a bid
12 despite repeated calls and opportunities.

13 W tried. And | don't blane themfor
14  being busy, they are building mlitary vessels,
15 but, however, as a proud Maritinme graduate, yards
16 refusi ng commercial vessel orders is awfully

17  di sappoi nting.

18 W want to see a healthy, thriving and
19 capabl e shipbuilding sector energe in the G eat
20 Lakes and North Anmerica. U S. shipyards are free
21 to call us at any tine and nost likely we wll

22 say yes. Qur efforts have denonstrated we w ||
23 absolutely be the first inline to place new

24  vessel orders when capacity becones avail abl e.

25 | have an alternative proposal that
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1 wll help us rebuild Anerican ship building, rageiss
2 support the Admnistration's intentions, and

3 sinultaneously keep short sea shippi ng noving.

4 | urge the USTR to look at this from
5 a two-prong perspective. First, consider

6 appl ying the proposed neasures exclusively on

7 | ong haul voyages.

8 Long haul voyages transport goods nore
9 than 2,000 nautical mles before reaching the

10 United States. This will be a recognition of the
11  unique and essential role that short sea shipping
12 plays in the U S. econony.

13 Second, | recommend that the USTR not
14  penalize conpanies |ike Canada Steanship Lines

15 who send existing vessels to Anerican shipyards

16 for work and repeatedly seek their interest in

17  buil ding new shi ps.

18 For instance, shipping conpanies that
19 have engaged with the U S. shipyards in the past
20 five years either for maintenance projects or
21 construction bids would be granted a total
22 reprieve fromthe fees outlined in the proposed
23  renedi es.
24 This would drive nore work to existing
25 shipyards and recogni ze those conpani es t hat
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1 invest here at hone. Fundanmentally we can rage e
2 recl ai mour shi pping dom nance, we just need to

3 find a solution that keeps cargos novi ng.

4 | believe ny proposal will help the

5 U S. accelerate and intensify the rebirth of our

6 shi pbui | di ng sector and do so in collaboration

7 wth ship owners that are already custoners of

8 these yards. Thank you very nmuch for the

9 opportunity.

10 CHAI R GRI MBALL: Thank you, M. Wite,
11  for your testinony. M. Koehne. Sorry about

12  that.

13 MR. KOEHNE: C ose enough. Thank you.
14 CHAI R GRI MBALL: You have the floor.
15 MR. KOEHNE: Thank you for the

16 opportunity to testify today. M nane is M ke

17 Koehne. | am a soybean farnmer from G eensburg,

18 | ndi ana, and | am here today as an Anerican

19 Soybean Associ ation board nmenber, but | also

20 serve as a U S. Soy Export Council board nenber
21 and serve as Chairman of the Soy Transportation
22 Coal i tion.

23 | ama first generation farnmer and

24  grow soybeans and corn. MW corn | growis

25 shipped by barge down the Chio River and ends up
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1 in a bulk vessel in the GQulf and nmy beans | gr?ﬁ&ﬂﬂ
2 go out on contai ner.

3 These products are prem um based

4 products and are grown especially for the export
5 mar ket. Because of this | am personally

6 dependent on the maritinme converse.

7 ASA has submtted full witten

8 comments to the docket. | would |ike to provide
9 a brief overview of how the USTR proposal w |
10 i npact the U. S. soy industry.

11 Soybeans are the | argest exported

12 commodity grown in the U S. with over 50 percent
13 of our crop destined for custoners overseas.

14 Most of these soybeans are exported via

15 ocean-goi ng vessels.

16 | mproving transportation is one of the
17 ways to inprove our conpetitiveness as soybean
18 farnmers. ASA supports the goal of increasing

19 donestic shipbuilding capacity, but the proposed
20 solution offered by USTR creates unintended

21 consequences for soybean farners.

22 U. S. soybean export prices are based
23 on delivered prices of goods in destination

24  markets. The delivered price includes the cost
25 of goods, insurance, and freight.
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1 The sol ution proposed by USTR moﬁ?ﬁﬂ%
2 significantly increase freight rates and, in

3 turn, making the delivered price of the U S. |ess
4 desirabl e conpared to our conpetitors.

5 Port fees increase the cost paid by

6 grain shippers. Unfortunately, this increased

7 cost would be reflected in the price paid to the
8 farmer as our export custoners will otherw se opt
9 for cheaper soybeans from our conpetitors.

10 Si nce over 50 percent of our U S. soy
11 I s exported, |ow export prices would have a

12 di rect inpact on soybean prices paid to us at the
13 farm directly inpacting our farmi ncone.

14 One conpany in our area estimates the
15 i npact of $0. 68 per bushel of soybeans, which is
16 a 7 percent decrease in price. The current state
17 of the farm econony is very serious right now,

18 which is why the potential inpact of the proposal
19 are causing so nmuch anxiety in the farm ng
20 conmuni ty.
21 Commodity prices are 50 percent | ower
22 than they were three years ago at the sane tine.
23 Cost of farminputs are nore expensive than ever.
24 Hi storically U S. soy has nanaged to remain
25 conpetitive because we benefit fromthe
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1 cost-effective transportati on system rage e
2 When it conmes to | ower transportation
3 costs, soybean farners have put their noney where
4 their nmouth is, investing in critical exporting

5 of US soy fromthe deepening of the | ower

6 M ssi ssippi to building out export infrastructure
7 in the Pacific Northwest.

8 | nposi ng port fees on nost of the

9 maritinme fleet that services the U S wll

10 increase the costs for farnmers both in terns of
11 farminputs and getting crops to market.

12 Wiile well intended, these proposals
13 means U.S. soy wll face higher costs and be |ess
14 conpetitive globally. Soy farmers support

15 donmestic shipbuilding and appreciate the efforts
16 to increase investnents in our maritine system
17 This plan to kickstart the industry
18 while asking farnmers to foot the bill is not the
19 solution, but | do ask that any efforts that you
20 seek to increase donestic shipbuilding do not

21 cone at the expense of market access to farners.
22 USTR s proposal is not a solution that
23 farners can shoulder, but ultimately farners wll
24  pay the cost for this proposal which will further
25 worsen the already dw ndling farm econony.
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1 W urge USTR to work with dom*—:sticpagel?O
2 i ndustries towards setting long-termgoals to

3 increase U.S. maritine conpetitiveness whil e not
4 negatively inpacting U S. agriculture.

5 ASA stands ready to engage with you.
6 Thank you for allowing ne the testinony today and
7 | wll be happy to answer any questi ons.

8 CHAI R GRI MBALL: Thank you, M.

9 Koehne. M. Herman, you have the fl oor.

10 MR. HERVMAN. On behal f of the Anerican
11  Apparel & Footwear Association and our nenbers,
12 U. S. - based conpani es that design, manufacture,

13 mar ket and sell clothes, shoes, and accessori es,
14  thank you for the opportunity to testify today on
15 the proposed actions in this Section 301

16 I nvestigation.

17 The proposed fees would result in a
18 | oss of jobs for American workers, higher costs
19 for Anmerican exports and inports, and shortages
20 of goods and rising prices for Anmericans.
21 In fact, a major study rel eased today
22 found that the proposed actions woul d cause U. S
23 exports to fall by alnpbst 12 percent and the U. S.
24 GDP to shrink by a quarter of a percent.
25 Wil e we support a resilient maritine
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1 supply chain, we urge the Admnnistration to bJ?%yjl
2 up a robust Anerican shipbuilding industry first
3 and -- before you penalize shippers for not using
4 an option that isn't economcally viable or that
5 sinply doesn't exist.

6 W are concerned that the proposed

7 port fees would apply to each port call.

8 Currently ships visit an average of three to four
9 U S. ports, both large and small, to nove

10 Ameri can car go.

11 The United States has nore than 300
12 ports. Only ten of those ports are nmjor ports.
13 | f the proposed fees are inplenented on every

14 port call, carriers wll likely reduce their port
15 visits to just one port to m nimze costs.

16 As a result, calls to secondary ports
17 would cease. These secondary ports could face a
18 significant decline in business leading to

19 potential U S port closures and significant job
20 | osses for Anerican | ongshorenen.
21 For instance, MSC, a major carrier,
22 said that under the proposed fees they woul d stop
23 servicing the Port of Qakland and instead solely
24  focus on the Ports of L.A and Long Beach.
25 The Port of Qakland plays a vital role
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1 in handling American agricultural exports. ragere
2 Wthout service to Oakland these exports would

3 need to be rerouted to najor ports, costing nore

4 time and nore noney.

5 Additionally, certain regions |lack the
6 necessary infrastructure to efficiently nove

7 goods to major ports. The net result, in many

8 cases US. agricultural exports would be left

9 literally rotting on the docks.

10 This wouldn't just affect U S. ag

11 exports, Anerica' s already strained

12 transportation networks woul d be severely

13 I npacted by new congesti on.

14 Further, already stretched maj or ports
15 would face a surge in both exports and inports.

16 Both situations would lead to a congestion crisis
17 simlar to what we experienced during the

18 pandem c or even worse.

19 As Anmerican ports | ose business, ports
20 in other countries would benefit. Shippers woul d
21 increasingly use ports in Mexico and Canada to

22 bring their products into and out of the United

23  States through truck and rail.

24 Wth both truck and rail already

25 overl oaded by the need to nove all product to and
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1 frommjor ports, this new demand woul d overmﬂiﬁ?ﬁn
2 both fornms of transport.

3 Again, this would lead to increased

4  congestion, delays, and shortages, and this would
5 be on top of even nore | osses of |ongshorenen

6 jobs and nore closures of U S ports.

7 Ocean carriers have said they wll

8 raise rates to cover the fees, increasing prices
9 and increasing costs. W are already in an

10 i nflationary econony.

11 Har dwor ki ng Anerican famlies cannot
12 afford further price increases and product

13 shortages and Anerican nmanufacturers and farners
14 cannot afford to | ose nore export markets. This
15 is especially true when many of those export

16 mar kets are already closing due to retaliatory

17 tariffs,

18 U S. flagged, operated, and built

19 ships are just not available. According to the
20 nost recent data the U S. had only 182 fl agged
21 ships and these are U. S. flagships, not even al
22 of themare U S. built. These U S. flagships
23 account for only 0.4 percent of the global fleet
24  of al nost 40, 000 shi ps.
25 I n concl usion, the proposed actions in
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1 the Section 301 investigation could have serigﬁgﬂj4
2 and far-reachi ng consequences on Anmerican

3 businesses, for Anerican farnmers, for Anmerican

4 workers, for Anerican consuners, and for the

5 American econony, while doing nothing to build a
6 resilient U S maritinme industry.

7 W strongly urge the Adm nistration to
8 reconsi der these proposals and adopt a nore

9 bal anced approach that fosters the growth of a
10 conpetitive American shipbuilding industry while
11 mtigating harmto the broader U S. econony.

12 Thank you for your attention to this
13 I nportant matter.

14 CHAI R GRI MBALL: Thank you, M.

15 Herman. At this tine we will proceed with

16 guestions fromthe Governnent Panel.

17 M5. MADELL: Thank you. Ms. Bow by,
18 | wondered if you could expand on the nore

19 targeted approach that you woul d suggest that

20 would reflect the realities of shipping on the
21 Geat Lakes with the snaller vessels and nore

22 port calls than the transoceanic routes.

23 In particular, how long would any

24  adjustnment need to be in place before enough

25 U S.-built vessels could enter the trade and if
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1 vyou have any idea of how nuch of the current reges

2 trade could be carried by U S. vessels now

3 operating? Thank you.

4 M5. BOALBY: Sure. So the first part

5 of your question, so we call it short sea

6 shi ppi ng and where we're asking for a nore

7 targeted approach is, you know, we're | ooking at

8 short sea shipping as a safeguard zone.

9 So that's the | ongest transits between
10 Canada and U.S., U S./Mxico, the Geat Lakes, so
11 that would be from you know, Duluth to Halifax,
12 Nova Scotia, and the other piece -- And this
13 protects the short sea shipping trade.

14 And why we are saying this is because
15 you can't conpare short sea shipping between

16 transoceanic or long haul. So what we have been
17 kind of conparing it to is, you know, let's say,
18 for exanple, to paint you a picture, if soneone
19 had a wheel barrow full of stone and if soneone

20 had a truckload full of brand new vehicles, would
21 you charge themthe sane fee.

22 That fee structure doesn't make sense
23 and what's going to happen when you have snaller
24  vessels, |lower value cargo, and shorter trips,

25 and those shorter trips nean, you know, we're
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1 maki ng them nore frequently because we don't ragerd
2 cross the ocean, which is a |onger tinmefrane.

3 And when you are doing that you're

4 pretty much pricing themout of the market, which
5 means, you know, that U.S. custoners especially,
6 you know, we do half of our trade is

7 cross-border, you're going to price them out of

8 the market and that trade will not happen, which
9 nmeans there wll be no, you know, revenue

10 generated for port fees, that that trade wl|l

11 hal t .

12 And then -- Sorry. Can you just

13 repeat your second part of your question?

14 M5. MADELL: [|'minterested in how

15 | ong an adj ustnent or an exenption would have to
16 be in place before you think that American

17 vessels, U S. vessels, could be brought in.

18 MS. BOALBY: Yes.

19 M5. MADELL: And just wondering, there
20 are U S.-built ships now trading on the G eat

21  Lakes, how nuch of the current trade could those
22 vessels actually be used for?

23 M5. BOALBY: Sure. So historically
24 the U S. fleet, so the mgjority of themare 1,000
25 footers. So the 1,000 footers cannot go through
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1 the seaway system they are too big. rege
2 So |l think if |I can get ny stats

3 right, which | mght have to defer to a

4 colleague, | think it's, you know, |less than 20

5 percent of the U S. fleet could go through the

6 seaway.

7 But | wll caution that they are

8 smal | er vessels and not, you know, what we have,
9 you know, on our side is nore of bespoke vessels
10 specifically for that trade.

11 The U. S. fleet, predom nantly coal,
12 they were built for the 1,000 footers to do that
13 trade within the United States.

14 In terms of tinmefranme, | think the

15 previ ous panel, Kathy Metcalf had sonet hi ng about
16 flipping a swtch, and that switch can't just be
17 flipped, you know, that capacity for building

18 vessels over the last few decades isn't there.

19 So to re-build back that shipbuilding
20 I ndustry, not that it's not possible, it's going
21 to take tinme and it's going to take a | ot of
22 i nvestnent, but in the neantinme the short-term
23 consequences, it won't generate that industry by
24 pricing people out or pricing carriers out of the
25 mar ket .
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1 So | would caution that it can bePage178
2 done, but | would say this is a long-term

3 strategy that cannot happen overnight. Thank

4 you.

5 MR COOK: I'dliketo -- | guess |l
6 followup on that first. | guess this question
7 is for all of our short sea coll eagues here.

8 Wiat changes to the U. S. shipbuilding industry

9 would you want to see other than, obviously, them
10 answering the phone, what would you want to see
11 in order to have a laker that is U S built?

12 MR WHTE: | can start, sure. And
13 just to pick off what Hannah was saying earlier
14 about the U S flag fleet, the U S. flag fleet

15 directly conpetes with us on cross-border trades.
16 However, their vessels are

17 significantly older and they are paid off, so

18 their cost base is significantly lower. Nothing
19 is stopping themto conpete with us directly on
20  these.
21 In fact, we |ost our biggest and nost
22 | ongest serving custoner two years ago to the
23 US flag fleet carrying iron ore from Lake
24  Superior and to Lake Ontario.
25 They can do that, if they want to

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

SECTION 301 INVESTIGATION
Public Hearing on 03/24/2025

1 conpete with us they can, and oftentines theylg?%ng
2 nore efficient given the size of their vessels.

3 Hannah al so nentioned the size

4 restrictions of going through the St. Law ence

5 Seaway, the Welland Canal. Qur vessels were

6 purpose built for that size.

7 Over time the U S. flag fleet has

8 grown |arger in size, prohibiting themfrom going
9 into those waterways. So, again, they chose to
10 go outside of that market and we took the

11  opportunity with the size of our vessels.

12 Them bei ng Chinese built or built

13 el sewhere is no inpact on those decision nmaking.
14 MR COCK: Thank you. For M.

15 Burrows, in your opinion how can the proposed

16 fees be structured so that they still address

17 significant econom c security concerns while at
18 the sane time not disproportionately disrupting
19 the U S./Canada maritine trade systemas you had
20 descri bed?

21 MR. BURROAE: Qite frankly I think it
22 would al nost be inpossible to structure the fees
23 for themto be effective.

24 Qur markets are so dramatically

25 different. The commodities are varied and we
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1 haven't spoken about this, but we essentiallyPage180
2 operate in a nodally conpetitive environnent in

3 the integrated North Anerican marketpl ace, very

4 different than the |ong haul ocean market, so --

5 MR. BURCH. Can you please pull the

6 mc alittle closer.

7 MR. BURROAG: Every -- I'msorry?

8 MR. BURCH. Go closer to the muc.

9 MR. BURROAS: Yes. Every penny counts
10 very nuch, very elastic commodities, and so,

11 unfortunately, there are really three outcones,

12 either the business is |lost entirely or the

13 busi ness can easily nove to another node or

14  possibly anot her source altogether of that

15 product could be found geographically.

16 But all of those results nean far nore
17 expense for our custoners and that's really the

18 rub here, that's the problem

19 MR, COOK: Mm hmm

20 MR. SULLIVAN:. | have a question for
21 M. Herman. Many of your nenbers |ikely have

22 contracts with carriers, can you explain for the
23  panel how nuch flexibility you have from where

24 the cargo is originated to where it is delivered?
25 MR. HERVMAN: \When our nenbers sign
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1 contracts, shipping contracts, with carriersp?ﬁg?
2 basically say that we have a bunch of containers
3 com ng out of "X'" location, we're trying to take
4 themto "Y' location, and it's up to the carriers
5 to determ ne how they are going to get the

6 product there. There is no further

7 determ nati on.

8 I n many cases our nenbers are beggi ng
9 for information fromthe carriers on where it's
10 going to arrive, when it's going to arrive, and
11 I n many cases sonetinmes those shift with little
12 notice, so we're very dependent on the carriers
13 for determning that.

14 MR, SULLIVAN: And just to follow up
15 on that, do you not believe there is enough

16 demand fromthe inporters to nake the suggestion
17 where these containers |and and by what nethod?
18 MR. HERVAN. A lot of our nenbers are
19 smal | and nedi um si zed nenbers so they are

20 I nporting or exporting small nunbers of

21 containers a year.

22 They don't have the market power to
23 convince carriers. Even when there is efforts to
24 conbi ne those, there is these shipping agreenents
25 where they try and conbi ne those anpbunts, even
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1 they have limted sway with the carriers. rage 52
2 The gl obal carriers have i ”Mmense power
3 and they work with a | ot of people and they

4 usually can find people to fill the ships if our
5 menbers don't want to fill them

6 MR. SULLI VAN: And one nore question,
7 do you find that power to be a problenf

8 MR HERMAN: That's not the focus of
9 this hearing, but, yes, there are concerns about
10 that power, yes.

11 DR STEVENS: | have a question for
12 M. Koehne, but first I want to thank you for

13 taking tine out of what | understand is a busy

14  planting season for you.

15 | had a | ook at the weather in your
16 part of the country and it looks like it's going
17 to be raining off and on this week, so | hope it
18 doesn't disrupt you and thank you for being here
19 on what was apparently a sunny day for you.
20 Do you know what percent of soybean
21 exports fromthe United States are transported on
22  Chi nese-made vessels and whether there is the
23 capacity available to export soybeans on
24 non- Chi nese- made vessel s?
25 MR, KOEHNE: | do not know those
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1 speci fic nunbers, but I wll have soneone gef%fﬁB
2 touch with you with those answers.

3 DR. STEVENS. Geat. And also if you
4 could show sonme math on, you know, is there

5 multiple parts of the renedy, including a

6 potential fee on if the fleet has Chinese vessels
7 and you're not delivering on a Chinese vessels,

8 so how many fleets m ght be di sadvant aged.

9 MR. KOEHNE: | will have them i ncl ude
10 that. Thank you.

11 DR. STEVENS: And then, finally, you
12 menti oned you export high quality speci al

13 soybeans. | assune those are done by container?
14 MR KOEHNE: Yes.

15 DR. STEVENS: And | would be

16 I nterested, we have seen press reports that bulk
17 shi pnents of agriculture products are already

18 facing chall enges in booking shipnments, is that
19 al so true for containers?

20 MR. KOEHNE: Yes. Mbst of all of our
21 shipnments are all buyer's call, soit's a matter
22 of finding containers when they want them so you
23 have to pull containers fromwherever they are

24 avail able to get themto the Gulf, or to the

25 Coast, to be able to be shi pped.
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1 DR. STEVENS: G eat. Thank you. rage i
2 MR. SALKELD: | have a question for

3 M. Wiite. |Is there a certain threshold above

4 whi ch conpani es would opt for |and transportation
5 i nstead of shi pping?

6 MR VWHTE: |Is there a certain

7 threshold that which sonmeone will ship by rail or
8 road i nstead of vessels? Unfortunately, | do not
9 have the answer to that question.

10 However, the margi ns on these

11 comodities are very slimand the ability to

12 shift to rail or road would be significant in

13 cost, supply chain disruption.

14 You're tal king about | ocations within
15 the Geat Lakes that are deep within States or

16 Provi nces that do not have easily accessible

17 | ocations either by rail or road, and to get to a
18 situati on where you can get on the mainlines for
19 ei ther of those transportati on nodes woul d be

20 quite difficult.

21 That is the reason over the last 150
22 years the G eat Lakes shipping econony has built
23 Itself around ships and those term nals and those
24 supply chains are built around shore term nals,
25 | oadi ng vessels, and receiving vessels on the
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1 ot her end of the receiving end, because a sirﬁﬁ%ﬁl&s
2 coment can be nade on the other end in terns of

3 accessibility can be quite difficult and you add

4 significant costs, supply chain disruption, |ike

5 | nmentioned, congestion, and stress on the

6 infrastructure capability of those surface

7 transportation nodes if you were to shift.

8 MR. SALKELD: Thank you. And a

9 gquestion for M. Herman, how woul d the proposed

10 actions affect the conmmercial decisions of your

11 menbers, in particular where they chose to

12 manuf acture their apparel and footwear?

13 MR. HERVAN: There is a |lot of factors
14 that go into that. As you know our industry has
15 al ready been subject to significant tariffs in

16 the last two nonths and are likely to be subject
17 to significantly nore cone April 2nd, so there

18 are a lot of factors that go into determ ning

19 where we source product from
20 In terns of this issue, if these rates
21 were applied, it would be nore choosing which
22 carriers could best neet the new requirenents, if
23 they can neet it at all.
24 It would also be looking at trying to
25 find alternative |and routes, as | nentioned,
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1 truck or rail, trying to nove things through rage %
2 Canada or Mexi co.

3 MR. HARTNETT: M. Burrows, in your

4 witten testinony you indicate that since 2011 17
5 Canadi an | akers have been built in China and that
6 these replace existing routes, they don't add any
7 addi ti onal capacity because of the increased

8 demand, wear and tear on the vessels.

9 Coul d you answer, one, what other

10 nations built vessels for Canadi an | akers during
11 this tinme, just give us that context in terns of
12 17 were built in China but three maybe in South
13 Kor ea?

14 And then, two, absent action should we
15 expect there to be additional, | guess, growh in
16 the nunber of Canadian |akers built in China? |
17 believe you have it at 30 percent now currently,
18 overall in the fleet would we expect that to go
19 up absent any additional action?

20 MR. BURROAG: So |let ne tackle those,
21 those are three good questions. First of all |
22 think it is inportant to realize there are other
23  conpeting shipbuilding nations, you nentioned

24  Korea, Turkey, of course conpeting with China,

25 and Croatia, Turkey, Japan, woul d perhaps be
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1 anot her one as well, and certainly Turkey angmﬁlg7
2 Croatia we have seen sone ships built there, so

3 there are ot her options.

4 | think one has to renenber, and this
5 relates to the nature of our system that unique
6 | ock systemthat | tal ked about which in itself

7 creates wear and tear on the ships as they rub

8 and scrape through the | ock system

9 We al so have nore chall engi ng waters
10 in terns of parts of the systemwhere salt cones
11 in at the lower end towards the St. Law ence

12 Ri ver and that can al so cause sone corrosion,

13 bal | ast water is brought up with salt in it, and
14 soit's a bit of a rougher, harder system and the
15 ships don't last as long, the life is clearly

16 | ess.

17 | think your third question was just
18 what would happen in the future do you think, in
19 terms of demand for China. | don't see that

20 particularly froma percentage W se perspective
21 gr ow ng.

22 | think because there are other

23 conpeting shipbuilders | think there are options
24 and | don't necessarily see China growing at all.
25 MR. HARTNETT: Thank you. So just to
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1 clarify on the first part of the question, sfﬁﬁgﬁ
2 2011, 17 lakers built in China, what are the

3 percentage of builds from 2011 to now for those

4 ot her nations, so were there three, four from

5 Tur key, two from Sout h Korea?

6 MR VWH TE: | don't have those exact
7 nunbers. W could certainly get themto you.

8 It's a fairly small nunber. Jonathan, do you

9 have a sense?

10 MR VWHTE | don't.

11 MR BURROWAS: Yes.

12 MR VWHTE | don't, but our nenbers
13 can submt, CMC nenbers can submt that

14 I nformation confidentially through the docket.

15 MR. BURROAG:  Yes.

16 CHAIR GRI MBALL: M. Wite, this is
17 not a substantive question, nore of a point of

18 clarification or a request for additional

19 i nformati on.
20 During your testinony you referenced
21 several requests for proposals to U S.
22 shi pbuil ders. | think nenbers of the panel would
23 | i ke to hear nore about the circunstances of
24  those requests.
25 So if that information is not already
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1 in your witten testinony, if you could pIeaseFDage189
2 provi de additional facts surrounding that in your
3 post-hearing subm ssion, including using the BC
4 confidential tools as well.

5 MR WH TE: Yes. Yes, nma'am

6 CHAI R GRI MBALL: Thank you.

7 MR WHITE: W are preparing a

8 confidential business subm ssion for that

9 information given the commercial sensitivities

10 and al so the shipyard identification parts of

11 that as well, too.

12 CHAI R GRI MBALL: Thank you. Thank

13 you. And wth that we thank Panel 5 for your

14 testinony. W invite Panel 6 to approach the

15 front and let's reconvene at 2:55. Thank you.

16 (Wher eupon, the above-entitled matter
17 went off the record at 2:48 p.m and resuned at
18 2:59 p.m)

19 MR. BURCH. Would the room pl ease cone
20 to order?

21 CHAI R GRI MBALL: Good afternoon and
22 wel cone Panel 6. W anticipate having two

23 menbers of congress participate in the hearings
24 during this hour. So sonmewhere around 3:15 we'l|l
25 have to pause for a nmenber of congress. And then
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if we are still continuing by 3:30 we'll have to

pause a second tine for a nenber of congress to
j oi n us.

W' ve had a new person join the panel
of Governnent representatives, so once again
we'll go around for the record so that it
reflects who is with us this afternoon.

M5. BONNER:.  Sarah Bonner with the
U.S. Smal |l Business Adm nistration.

MR. COOK: |an Cook, Departnent of
Commer ce.

DR STEVENS: Andrew Stevens from what
President Lincoln called the People's Departnent.
The U. S. Departnent of Agriculture.

M5. MADELL: Mary Lisa Madell, the
Departnment of Transportation.

MR MARTIN. Alex Martin, Ofice of
U S. Trade Representative.

MR. HARTNETT: Christopher Hartnett,
Depart nent of Honel and Security.

MR SULLI VAN: Ryan Sul livan,
Departnent of State.

MR. VAN PATTEN. Tyler Van Patten,
Departnment of Treasury.

M5. SCHAFER. Sonj a Schaf er
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1 Departnent of Labor. rege L
2 CHAI R GRI MBALL: Megan Ginball, USTR,
3 Chair of the Section 301 Conmttee. Wth those

4  housekeeping nmatters being handled, let's proceed
5 wth testinony this afternoon. M. Gonzal ez, you
6 have the fl oor.

7 MR GONZALEZ: (Good afternoon. My

8 nane i s Eddie Gonzalez. | amthe president and

9 CEO of Seaboard Marine. Seaboard Marine is an

10 Anmerican owned conpany that has been based in

11 Mam , Florida for nore than 41 years. W are

12 the largest U S -owned international ocean

13 carrier. W directly enploy --

14 MR. BURCH M. Gonzal ez, may you

15 pl ease pull your mcrophone a little closer?

16 Bring it to you.

17 MR GONZALEZ: We are the | argest

18 U S.-owned international ocean carrier. W

19 directly enploy over 930 people in the United

20 States, and we contract thousands nore U. S.

21 stevedores, crane operators, truck drivers,

22 rail road enpl oyees.

23 Seaboard carries roughly 45 percent of
24 the cargo noving through the Port of Mam .

25 Wi ch neans that approximtely 300,000 annual
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1 | ong shore hours are dedicated to Seaboard rage %2
2 vessels just in Mam. |In the last two years

3 alone we have invested, or otherwi se commtted,

4 over $50 million to U S. Port infrastructure in

5 M am and Houst on.

6 | want to thank the U S. Trade

7 Representative and Commttee Menbers for their

8 work. Seaboard strongly supports the policy

9 objectives of expanding U S. shipbuilding.

10 We do not, however, want to | ose sight
11 of another critical issue for the U S. policy.

12  The inportance of Anerican-owned comerci al

13 shi ppi ng.

14 National interests wll not be served
15 if the efforts of boost Anerican shi pbuil ding

16 unintentionally destroys Anerican owned carriers.
17 But that is exactly what sonme of the proposed

18 actions would do if not nodified. Fortunately,

19 nodest anmendnents wi Il ensure that the final

20 Section 301 actions will pronote U. S

21 shi pbuil ding interests and avoid harm ng

22 U S.-owned international carriers.

23 Bef ore di scussing these nodest changes
24 it is inportant to understand how U. S. - owned

25 international carriers, |like Seaboard Marine, fit
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1 intothe US maritine ecosystem For over f&ﬁ?eﬁﬁ
2 decades Seaboard has worked hard to build a

3 busi ness that supports U S. exports in a

4 conpetitive |landscape that is dom nated by

5 foreign-owned carriers. W continuously renew
6 our fleet in response to regulatory requirenents
7 and conpetitive pressures. And to that end we

8 have purchased and chartered foreign built

9 vessels, including Chinese built ships.

10 The realities of U S. shipbuilding
11 capacity have neant that U S. built container

12  ships have not been a viable option for us for
13 sone tinme. Hopefully this will change as a

14 result of the government efforts, but it won't
15 happen overni ght.

16 As Seaboard we use our fleet to

17 transport cargo exclusively in non-coast w de

18 trade on short run international routes between
19 U.S. ports and the Caribbean Basin in Latin

20 Anerican. The nature of our business nmeans that
21  our vessels call on U S ports very frequently.
22 Oten on a weekly basis. The sane ship may call
23 on the sane U S. port 52 tines per year.

24 As a result, a typical seaboard vesse
25 would enter a U S. port far nore often than a
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1 typical vessel of a large foreign known carrieprage194
2 that services Transpacific or Transatlantic

3 routes. It is critical for the Commttee to

4 recogni ze that those foreign carriers dom nate

5 ocean shi ppi ng.

6 W are proud to be the | argest

7 U S.-owned international carrier, but we are only
8 the 37th largest ocean carrier in terns of TEU

9 fleet capacity. The ten largest carriers in the
10 world, all foreign-owned, control 88 percent of
11 gl obal vessel capacity. And nost have severa

12 hundred ships at their disposal.

13 Seaboard operates only 24 ships, which
14 are generally much snmaller than the ships of the
15 big foreign-owned carriers. |In stark contrast to
16  Seaboard Marine, the large foreign-owned carriers
17 have the wherewithal to ship their ships and

18 routes to mnimze the proposed service fees. |In
19 sum unless nodified the proposed service fees
20 for operations that use, or have ordered Chinese
21  vessels, would have the unintended consequence of
22 putting U S -owned carriers, |ike Seaboard
23 Marine, out of business. This would push nore
24  business into the hands of |arge foreign-owned
25 carriers.
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1 Simlarly, the proposed export rage i
2 restrictions based on the U S. flag, US. built
3 ships are not feasible in the near-termfor a

4 conpany |i ke Seaboard since U.S. built container
5 ships are not currently avail able. Seaboard

6 therefore requests that the USTR nodify its

7 proposed service fees and export restrictions by
8 exenpting carrier lines that are both controll ed
9 by U S. persons, and at |east 75 beneficially

10 owned by U S. persons.

11 Qur written subm ssion has nuch nore
12 detail commentary on the path forward, including
13 addi ti onal thoughts on each of these proposals.
14 In closing, | want to underscore two points.

15 First, if not nodified the proposed actions w ||
16 destroy U. S.-owned carriers, |ike Seaboard

17 Marine, second, if you nmake neani ngf ul

18 nodi fications that effectively pronote both U S
19 shi pbui | ding and the operations of American owned
20 carriers. | look forward to answering your

21 questions. Thank you very nuch.

22 CHAI R GRI MBALL: Thank you, M.

23 Gonzalez. M. Hunphrey's, you have the floor.
24 MR. HUMPHREYS: 301 Conmittee, thank
25 you for the opportunity to testify. | am David
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1 Hunphreys, president of Linea Peninsula, |nc. m%&f%
2 are a U S -owned short sea carrier based in

3 Panama City, Florida, USA. And have been

4 operating as a famly owned busi ness for nore

5 than 40 years.

6 Qur vessels are relatively small. 99
7 meter |ength, 366 TEU contai ner ships. W

8 generally deliver 140 foot containers on each of
9 our biweekly short sea port calls to the U S

10 More than ten years ago we purchased
11 two Chinese built ships when they were avail able
12 for sale on the secondhand market. Under the

13 proposed action we would be penalized for a

14 purchase that was nmade nmany years ago based on a
15 regul ation that was not in place at the tinme and
16 that we could not foresee. |If we purchased a

17  Turkish or Japanese built vessel instead, how

18 would that have hel ped the U S. shipping

19 industry?

20 Under the proposed regulation we would
21  be subject to a mllion dollar charge per port

22 call, or roughly $104 mllion per year in

23 additional fees. Each inbound container we carry
24  woul d be subject to roughly $10,000 in additional
25 charges. Qur customers will not pay for that,
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1 and we cannot absorb it. rage
2 Rul es for a 20,000 TEU forei gn- owned
3 vessel should not be the sane as they are for a

4 U S operator wwth small vessels. U S. operators
5 shoul d be exenpt fromthese rules, or our vessel
6 shoul d be grandfathered in.

7 However, if charges are inposed, the
8 charges shoul d be proportionately equal. Charges
9 shoul d be assessed on a per | oaded contai ner

10 di scharge basis, not a per vessel call basis.

11 For bul k cargo these charges shoul d be based on a
12 per ton of cargo delivered basis not overall

13 vessel capacity.

14 As a U S. operator, if we cannot nove
15 cargo at a reasonable rate, a non-U.S. operator
16 wth a foreign built, not Chinese but also not

17 US built vessel, will nove the cargo. O truck
18 or rail. Further depleting the U S. -owned and

19 controlled fleet. Non-U S. global carriers can
20 reall ocate their fleets and place a non-Chi nese
21 vessel into a U S trade |ane circunventing the
22 rul es.
23 Regardi ng provisions requiring a
24 percent age of export cargo to be shipped on U S
25 fl agged vessels, | would request that the
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1 proposal be elimnated. |[|f not elimnated, fﬁﬁlwg
2 provi sion should be changed to allow U. S. export
3 cargo to be noved on U S -owned, U S. tax paying
4 vessels with a cause grandfathering existing

5 U S. -owned Chinese built vessels to carry export
6 car gos.

7 If these proposals were enforced as
8 witten they would elimnate many U. S. based j obs
9 and penalize one of the few remaining U S. -owned,
10 U S operated, U S domciled, U S naintained,
11 U.S. dry docked, and U.S. tax paying ship

12 operators. W are based in the U S. and pay U S
13 taxes on all our income in the U S W do not

14 have a foreign shell conpany to avoid taxes.

15 These proposed regul ati ons shoul d be
16 cancelled, or at a mninum U S. taxpaying

17 operators |ike ourselves should be supported and
18 exenpt fromthis rule and grandfathered in with
19 our current fleet. The focus should be

20 concentrated on Chi nese owned and operat ed

21  vessels.

22 301 Committee, | do not have nore

23 facts and figures. | think there are plenty of
24 peopl e here testifying wwth that information. |
25 would I'i ke the Comm ssion understand how t hese
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1 proposed rules would affect a snmall U. S. conggﬁy?
2 We are not a Chinese synpathizer taking advant age
3 of U.S. shipbuilding, we are U S. taxpaying, U S
4 based, donestic enployer that purchased ships

5 that were avail abl e when we needed them

6 I f these proposals are enacted they

7 will not help the U S ship production, and put

8 us out of business. Thank you for your

9 consideration.

10 CHAI R GRI MBALL: Thank you for your
11 testinony, M. Hunphreys. M. Pitcher, you have
12 the floor.

13 MR. PI TCHER. Thank you, Chair. Good
14  afternoon Menbers of the Commttee and esteened
15 guests. | understand that you've heard many

16 facts and figures today so |I'll keep ny remarks
17 brief and personal. M/ goal is to provide a

18 perspective that highlights the human and

19 econom ¢ i npact of Section 301 proposal.
20 | represent North Florida Shipping, a
21 smal | based, U. S. based conpany that serves the
22 Somers Isles. A vessel built in China but
23 conpleted in Europe. Qur dedicated team of nine
24 I ndi vi dual s nanages 26 voyages annual |y, each
25 carrying roughly 150 containers with a gross
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1 revenue of about $500, 000 per voyage. The rage
2 introduction of a mllion dollar fee or nore per
3 wvisit would quite frankly put us out of business.
4 There is no way we could absorb such a hefty

5 charge or pass it on to our custoners.

6 If this proposal is enacted, 900

7 working people will lose their jobs. Sonme have

8 been with us for over 30 years, while others are
9 newer enployers with famlies to support.

10 The i npacts extends far beyond our

11  small conpany though. The 150 containers we

12 transport per voyage carry goods from across the
13 U.S. southeast. This includes CGeorgia |unber and
14  paper products, Florida animal feed, produce,

15 even goods from maj or conpanies |ike Proctor &

16 Ganble, Kinberly-Clark. W carry Bud Lite out of
17  Jacksonville, Bacardi out of Jacksonville, Duval.
18 We are tal king about 40 to $60 mllion
19 in exports at risk fromour area. | knowit's

20 smal |, but.

21 Qur trade al so supports three freight
22 forwarders, which would be another 47 jobs on the
23 line. Qur primary custoner at the port -- we are
24 the primary custonmer at the Port of Fernandi na

25 Beach, and we woul d be gone. And the port would
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1 | ose a significant revenue source. This cour?iJezm
2 |l ead to further job | osses and potentially force
3 the port to rely on public funds to maintain

4 operati ons.

5 We nust renenber, ports are as vital
6 to national security as vessels thensel ves.

7 Additionally, there are downstream| oses in

8 trucking, local tax revenue. It would be a

9 significant ripple effect, as you' ve heard many
10 ti mes now.

11 As a graduate of Maine Maritine

12  Acadeny | understand the inportance of a strong
13 US flag fleet. However, Section 301 fails to
14 address the real issues here. While the proposal
15 offers the refund for U S. flag vessels, it

16 doesn't provide a sustainable solution to the

17 | ack of U.S. built ships. It wll take years, if
18 not decades, to create enough U S. flag vessels
19 to neet the demand. Meanwhile, shipping |ines
20 won't sinply gravitate to U. S. flag ships as

21 there are many ot her countries produci ng shi ps at
22 | ower costs.

23 | do actually have sone nunbers that
24 | didn't have when | handed you. 1In 2010 we

25 designed a small GQulf Stream feeder vessel and
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1 floated it on the market just to get sone inr?ng
2 nunbers. It was 8 to $10 mllion to build in

3 China, it was 12 to $15 mllion to build in the
4 Net herl ands, or Europe. It was 45 to $50 mllion
5 to build in the U S Initial nunbers.

6 To be cl ear though, ny preference

7 woul d be to see a U S. built flag vessel on our

8 route to Bernuda, but the reality is that such a
9 vessel would be five tines nore expensive making
10 it financially unfeasible at this point in tine.
11 I n conclusion, while the intended,

12 i ntention behind 301 is to strengthen nati onal

13 security the consequences coul d be catastrophic
14 for small ports, Anmerican workers or

15 I nternational trade. The inpact would extend far
16 beyond North Florida shipping effecting entire
17 I ndustries, communities, affecting those that

18 rely on trade wth places |ike Bernuda.

19 | urge the Commttee to consider the
20 broader inplications of this proposal and find a
21 nore bal anced approach. One that supports U S
22 shi ppi ng w t hout jeopardizing jobs, trade, our
23 rel ati onships, and international partners while
24 depending on U. S. -- sorry. And our
25 rel ati onships with international partners who
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1 depend on the U. S. for vital goods. rage 2%
2 Ni nety-ei ght percent of what we

3 export, of what we ship is exports. Qur ship

4 cones in enpty. It has maybe sone scrap steel,
5 it has household goods. That is all.

6 | know | could not bring billions of
7 dollars worth of trade or thousands of workers,
8 but these conpany and these workers, |I'mglad |
9 got to cone fight for themtoday. Thank you.

10 CHAI R GRI MBALL: Thank you, M.

11 Pitcher. O all the things | expected to hear
12 today | did not expect to hear a shout out to

13 Duval County. Go Jags.

14 (Laughter.)

15 CHAIR GRI MBALL: M. Wght, before
16 proceeding wwth you we do have a Congressi onal
17 representative available to provide testinony so
18 we'll pause for that. Let's see who we have

19 here. Congresswoman Del auro. |If you can hear
20 me, you have the fl oor.
21 (Pause.)
22 MR. BURCH. Congresswonman Del auro, are
23 you able to hear us?
24 CONGRESSWOVAN DELAURO.  Yes, | am
25 |"mright here. Thank you. Sorry to hold you
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1 up. Can you hear ne? rege !
2 MR. BURCH Yes. W can hear you and
3 see you.

4 CONGRESSWOVAN DELAURO  Okay. |'11

5 just get going then. Let nme just address the

6 Menbers of the Section 301 Commttee. And say

7 t hank you to you for giving me an opportunity to
8 testify today on this inportant issue. Proposed
9 actions agai nst the People's Republic of China's
10 unfair trade practices in the maritine, |ogistics
11 and shi pbui |l di ng sectors.

12 As the Chair of the House Trade

13 Wor ki ng G oup and the ranki ng nenber on the House
14 Appropriations Conmttee, |'mkeenly aware of how
15 shi pbuil ding and the maritinme sector play a vital
16 role of the United States as an econony and our
17 national defense. | want to thank the O fice of
18 the United States Trade Representative and the

19 Admnistration for holding this inportant
20 heari ng.
21 Connecticut has a |ong and storied
22 maritime history that continues to this day. In
23 addition to the U S. Naval production facilities
24 and the commercially significant Port of New
25 Haven Connecticut, Connecticut has built a

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

SECTION 301 INVESTIGATION
Public Hearing on 03/24/2025

1 network of small and regionally specific narr?fﬁg
2 ship repair operations. And a manufacturing

3 sector that is vital to nultiple maritinme supply
4 chai ns.

5 El ectric boat in G oton enpl oyees

6 t housands of workers and has probably the primary
7 producer of submarines for our Navy for decades.
8 W have innovative conpanies in the maritine

9 sector that support this industry as well.

10 Conpanies |like Pratt and Wi tney, neasurenent

11 systens that produce precision instrunents and

12 gauges. Sherwin WIlIlians that produces

13 protective and mari ne coatings, and nmany nore.

14 And while | am proud of these

15 conpanies are still |ocated in Connecticut and

16 still manufacturing submarines, and the vital

17 conponents that go into them | cannot hel p but
18 t hi nk about how many nore maritine sector jobs we
19 used to have. And so | appear before you today
20 to offer ny strong support for the types of
21 relief that USTR has outlined.
22 China's discrimnatory practices and
23 bl at ant cheating have forced U S. shi pbuil ders,
24  their suppliers and workers to conpete on an
25 uneven playing field. And have contributed to
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1 the decline of the U S. shipbuilding industr;zilgezm5
2 Wile China has poured hundreds of billions of

3 dollars in state funding into its shipbuilding

4 I ndustry to insulate it frommarket forces, too

5 many U. S. shipbuilders were forced to conpete for
6 the few remai ning contracts, and nmany had to

7 close as a result.

8 As a result, the U S. Navy estinmates
9 Chi na's shi pbuil ding capacity at roughly 232

10 times that of the United States. That is

11 I ncredi bl e and unexpectabl e disparity. For our
12 econom c security, but clearly our national

13 security as well.

14 For the past 25 years China has been
15 very clear about how they intended to dom nate

16 this sector globally. And they are well on the
17 path to just doing that. It is past tine for the
18 United States to stand up to recapture,

19 revitalize the Anerican maritine sector.
20 So again, | thank USTR and the
21 adm ni stration for issuing strong proposed
22 remedies. | support a service fee on Chinese
23 vessel s and Chi nese operations.
24 | agree we nust address safety,
25 econom ¢ and defense concerns, concerns raised by
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1 | oggi ng the Chi nese comuni st parties, CPC, :?E?Z
2 subsi di zed port and | ogistics software. And |ike
3 nmy col |l eagues | support renedies that pronote the
4 transport of U S. exports on U S. flagged vessels
5 over tinmne.

6 As a ranki ng nenber of appropriations
7 | stand ready to work on bipartisan |egislation

8 where it is needed to revitalize and restore this
9 critical sector. | again thank you for the

10 opportunity to appear before you today.

11 CHAI R GRI MBALL: Thank you,

12 Congresswonman Del auro. Thank you for your

13 testinony today. M. Wght, we can proceed with
14 your testinony. Thank you.

15 MR. WGHT: Thank you and good

16 afternoon. M nane is John Wght and |'mthe

17 chai rman of Bernuda Contai ner Line. A smal

18 cont ai ner conpany based in Bernuda that's

19 serviced fromthe U S.

20 Ber nuda Cont ai ner Line, or BCL,

21 appreci ates the opportunity to provide coments
22 on the proposed actions under Section 301,

23 I nvesti gation concerning China's dom nance in the
24 maritinme | ogistics and shipbuilding sectors. For
25 t hose of you who don't know, Bernuda is an
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1 overseas territory of the U K W're roughly ?ﬁ?zﬁ
2 square mles, a dot out in the ocean.

3 As the chairman for BCL | am

4 submtting this testinony on behal f of the

5 conpany to highlight the significant and

6 uni nt ended econom ¢ consequences and hardshi ps

7 these neasures could i npose on Bernuda's

8 resi dents and our econony.

9 Bernmuda is a small island econony of
10 approximately 60,000 residents, which includes

11 8,000 U S. citizens. W are highly dependent on
12 maritime trade to sustain our popul ation and our
13 busi nesses. W have virtually no manufacturing,
14 we have no exports. W have 360 acres of land in
15 which we grow fruits and vegetables. Qur

16 economc lifeline is inporting goods fromthe

17 U S,

18 The United States serves as Bernuda's
19 primary trading partner wwth a vast nmgjority of
20 goods including food, nedical supplies and
21 consuner products inported fromU. S. ports.
22 Particularly Port Elizabeth, New Jersey.
23 A critical player in this supply chain
24  is Bernuda Container Line. A Bernuda-owned
25 conpany which operates the O eander, a Chinese
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1 built vessel responsible for the weekly shipﬁ%ﬁ?p
2 of goods from Eli zabeth, New Jersey to Bernuda.

3 Ni ne percent of all goods to Bernuda
4 arrive on Bernuda's three container ships all

5 fromU S ports. The Oeander is the |argest of
6 these three ships, but in the global context it's
7 actually very small. It's a 450 TEU ship. And

8 as conparison, the |argest contai ner ships

9 gl obally now are as | arge as 24,000 TEU shi ps,

10 which are roughly 50 tines the size of the

11 A eander.

12 The Shi ps Act USTR reconmmendation is
13 to charge $1.5 mllion per port call to all

14 Chi nese manufactured vessels to Bernuda woul d be
15 catastrophic to our conpany, and to our i sl and.
16 Wth US. port calls weekly, these

17 recommendati ons woul d cost BCL $76 million per

18 year. To put this in a context, BCL's total

19 annual revenues are only about $30 mllion per
20 year. |In any given year we earn about $1 mllion
21 per year.
22 There are no ready alternatives for
23 BCL to nove fromthe conpany's Chinese built
24 containership. Wile the global marine nmarkets
25 continue to build larger and | arger ships, snal
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1 i sland nations, such as Bernuda, can only be rageid
2 serviced by small container ships. For economc

3 reasons, in addition to Bernuda's shal |l ow harbor.
4 If the current recommendati ons were to
5 be inplenented, BCL would be forced to term nate

6 its business operations. It would be inpossible

7 to absorb the new fees and i npossible to pass on

8 the costs of the fees to our custoners. Al nost

9 tripling their current shipping costs.

10 So to repeat, for a conmpany with $30
11 mllion in annual revenues, with a net inconme of
12 roughly $1 mllion, the additional financial cost
13 to our conpany would anmount to $76 mllion. This
14 Is an existential crisis, not just for BCL, but

15 as 45 percent of all goods arriving in Bernuda

16 contai ner ships arrive on our O eander, this is

17 an existential crisis for Bernuda as well.

18 Wt hout BCL Bernuda woul d face

19 negative consequences for U S. businesses as
20 well. Many U S. exporters, particularly those in
21 New Jersey and the md-Atlantic region depend on
22 BCL's services to supply Bernuda.
23 BCL recogni zes and respects the United
24  States right to take action against unfair trade
25 practices, however, we urge the USTR to consi der
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1 creating exenptions for small island countriesp,agezj'1
2 such as Bernuda, where the inpact of such

3 regul ations can not only harmand entire

4 popul ati on but al so have serious negative

5 consequences to U S.-based businesses. Thank

6 you.

7 CHAI R GRI MBALL: Thank you, M. Wght,
8 and to Menbers of Panel 6 for your testinony

9 today. As | nentioned at the top, we are

10 expecting anot her nenber of congress to testify
11 at 3:30, so | would propose we just pause for

12 four mnutes, allow our nenber of congress to

13 come on the screen, take a brief break. And then
14 after that testinony we'll proceed with questions
15 fromthe government representatives.

16 (Wher eupon, the above-entitled matter
17 went off the record at 3:26 p.m and resuned at

18 3:32 p.m)

19 CHAI R GRI MBALL: Ckay, we are ready to
20 resune. W are joined this afternoon by Senator
21 Bal dwi n. Senator Bal dw n, you have the fl oor.
22 SENATOR BALDW N:  Thank you so nuch.
23 Menbers of the Conmttee, thank you for the
24  opportunity to testify. And a special thank you
25 to Anbassador Greer and the Staff at USTR for
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1 posting this hearing on the proposed actions i??emz
2 the Section 301 investigation of China's

3 targeting of the maritine, |ogistics and

4  shipbuilding sectors for dom nance.

5 | participated in the [aunch of the

6 Section 301 petition. And last May | offered

7 testinmony in support of the petition filed by the
8 United Steel workers and other unions. |'m proud
9 to see that the work of the USTR in the Biden and
10 Trunp Adm nistrations, the Labor Unions, and the
11 Denocrats in the Senate and House has made such
12 significant progress to hold China accountable

13 for their actions. And hopefully set in notions
14 steps to revitalize the United States conmmerci al
15  shipbuil ding sector.

16 As the Senator from Wsconsin, a state
17 wth a very proud tradition of shipbuilding, |

18 can tell you that we are at an inflection point.
19 China's nearly three decades | ong governnent

20 sponsored effort to decinmate the United States

21 shi pbuil ding industry to establish their own

22 gl obal dom nance has resulted in great |osses for
23 the country, m ssed opportunities in Wsconsin.
24 And the tinme to act i s now

25 The first shipyards in Wsconsin to
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1 open were in 1830. In MI|waukee and in rageals
2 Mani towoc. They devel oped into a nmjor

3 shi pbui l ding center, along wth Sturgeon Bay.

4 Qur state's flag bears both a sailor and an

5 anchor as the reflection of its maritine history.
6 The United States led the world in

7 produci ng | arge cargo ships after World War 1|1.

8 Bet ween 1973 and 1981 W sconsin's Bay

9 shi pbui | di ng conpany, now owned by Fincantieri,
10 produced 15 | arge comercial ships for the G eat
11 Lakes. Many of which are still in use today.

12 But since then Wsconsin has only built one |arge
13 commerci al ship, which Fincantieri launched in

14  2022.

15 Wi | e Chi nese shi pyards now produce
16 over 1,000 ocean going vessels a year, the United
17 States produces fewer than ten. Anerica has | ost
18 25, 000 downstream suppliers. 1In 2007 and 2008

19 the United States exported over 1,500 maritine

20 engines to China. A nunber that has dwindled to
21 under 100. This is all because the Chinese

22 communi st parties deliberate governnent subsidize
23 and expansive plan to target and deci mate the

24 United States shipbuilding industry to becone the
25 world' s |argest shipbuilding nation.
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1 Chi na has enpl oyed nonnar ket po|F%§ZM
2 tools, including preferential sourcing policies,
3 | oans from state owned banks, equity infusions

4 fromdebt for equity swaps, the provision of

5 steel plate fromstate owned steel producers at

6 bel ow mar ket prices, tax preferences, grants, and
7 custoner financing fromstate owned export credit
8 agenci es and ot her policies.

9 Wth every Anerican shipyard that

10 suffers reduced traffic, and each shuttered

11 supplier, we use good paying, often union jobs.
12 As well as the know edge of skilled trades people
13 and enpl oyers that are inportant parts of

14 comunities and | ocal economes. Wth a robust
15 donesti ¢ shi pbuil ding sector, our national

16 security, without a robust donestic shipbuilding
17 sector, our national security is at risk.

18 A heal thy comrerci al shi pbuil ding

19 I ndustry supports the very workforce and upstream
20 I ndustries, and infrastructure needed to support
21 Naval shipbuilding. The scarcity of U S. flagged
22 and built ships raises concerns about the ability
23 to support the Mlitary in the event of conflict,
24 or of national energency. And this nust stop
25 now. W need an all hands on deck approach to
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1 fighting China's unfair trade practices. rageals
2 | support renmedies |like the ones

3 proposed by the USTR  Such as fees on Chinese

4 ocean carriers and Chinese built vessels to enter
5 aUS port. And requirenents to support U. S.

6 goods transported on U. S. flagged and built

7 vessels. These suggestions are an inportant

8 start to holding China accountable and creating
9 | asting demand for American shi ps.

10 Now funds coll ected by these fees nust
11 go directly to supporting Anmerican shi pbuil ding
12 as authorized through bipartisan congressi onal

13 support where appropriate and where necessary.

14 W nust support the growh of a maritine

15 workforce at the sane tine. |f there are no

16 workers to build the ships these efforts are

17 meani ngl ess.

18 Successful nodels are already

19 underway. Like the specialized training offered
20 at Northeast Wsconsin Technical College, which
21 has a partnership with Fincantieri Marinette
22 Marine to provide a career path to good payi ng
23 union jobs and the mddle class. The college
24 recently expanded this partnership to Fincantier
25 Bay Shipbuilding, at their Sturgeon Bay Canpus.
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1 Lastly, | encourage all involved i??emﬁ
2 the effort to learn fromwhat we have seen in

3 sectors ranging fromsteel to solar. W should

4  expect China, and other conpetitors, to adapt and
5 try to find new ways to cheat and to get around

6 proposed renedi es.

7 For exanpl e, suggested actions nust

8 not allow China to circunvent fees by docking in
9 Canada or Mexico and then shipping products

10 across land borders. Anti-cargo diversion

11 provisions nmust be a part of the design of the

12 relief nmeasures.

13 W must remain ninble and vigilant to
14  enact the proposals that are necessary to respond
15 to China's predatory practices and nmake Anerica
16 shi pbui l ding the envy of the world once again.

17 really look forward to working together, and |

18 thank you so nmuch for your tinme and your

19 consideration.
20 CHAI R GRI MBALL: Senator Bal dw n,
21 thank you for your testinony.
22 SENATOR BALDW N:  Thank you for having
23 me
24 CHAI R GRI MBALL: Thank you. And now
25 we will proceed with questions fromthe
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1  CGovernment representatives.
2 PARTI Cl PANT: This question is for M.
3 Gonzal ez. Coul d you pl ease el aborate on how
4 U.S. -owned carriers are at a di sadvantage in the
5 world marketplace, and then what actions could
6 USTR take to counter such a di sadvant age?
7  Thanks.
8 MR GONZALEZ: Thank you for the
9 guestion. First of all, I'd |like to thank
10 everyone for taking the tine. | know everyone is
11 quite busy, but this is quite inportant to us,
12 and | think to the nation. W fully support the
13 initiative.
14 For us a U.S.-owned and controll ed
15 carrier, we are actually an international, a
16 U S.-owned international carrier, which sets us
17 apart fromthe Jones Act, and it also sets us
18 apart fromjust foreign-owned carrier. W're at
19 a disadvantage fromthe standpoint that we
20 service a reasonable trade. W do short sea
21 versus | ong hauls.
22 When we' re conpeting we're conpeting
23 against foreign-owned carriers that are nonsters.
24 In other words, they are very large carriers.
25 And they have econom es of scale that we do not

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

SECTION 301 INVESTIGATION
Public Hearing on 03/24/2025

L have. Page 218
2 For us to be able to conpete in the

3 mar ket pl ace, for instance, on ships, we have 24

4 vessels. That's the size of our fleet. And we

5 are the largest U S. -owned carrier, yet we

6 conpete against carriers that have capacity of 6
7 mllion TEU capacity. W have 40,000 TEU

8 capacity. Just figure howeasy it is for a

9 carrier of that size to be able to shift tonnage,
10 vessel s around, and bring theminto our

11 mar ket pl ace. That's what we're conpeting wth.
12 We al so are dealing, conpeting with
13 the chal |l enges of the ever changi ng envi ronnent al
14 requi renments that require us to take the

15 initiative to replace our existing tonnage.

16 O her carriers have done a job where they are

17 continuously changing their fleet. And for us to
18 be able to be conpetitive wth those | arger

19 carriers, we are forced to have to do the sane in
20 order to conpete with those world carriers. So
21 that's part one.

22 Your second question, sir?

23 PARTI Cl PANT: It was just, what

24 actions could USTR take to conbat that

25 di sadvant age?
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1 MR GONZALEZ: Wwell, for startersfhgﬁgg
2 of the things that we're looking is that we want
3 to be able to be conpetitive in the marketpl ace
4 and basically survive. W fully support the

5 actions that are taking place, but as we've

6 stated, they need to be nodified where we're not
7 put at a conpetitive di sadvant age.

8 As you know, as a U.S.-owned, as a

9 U S.-owned carrier and controlled, we have U S
10 workers that rely on us to keep themgoing. And
11 in order for us to be able to conpete | think

12 that there needs to be a carve out that allows
13 carriers that are servicing this region, which
14 really is an export surplus.

15 So the reasons that we're prinmarily
16 talking about is a export surplus where it woul d
17 have, he inpact would be very negative for U S
18 exports. Seaboard fully supports these trade

19 | anes and is a big part of it. And if the

20 proposal s that have been set go into effect |I'm
21 afraid that the uni ntended consequences woul d be
22 that international foreign-owned carriers, |arge
23 carriers, wuld dom nate shipping in the U S.

24 M5. MADELL: M. Hunphreys, | had a
25 question about your suggestion in your testinony
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1 t hat charges could be assessed on a per contg?ﬁg?
2 di scharged vessel basis. And then for bul k cargo
3 t he charges should be assessed on a per ton of

4 cargo delivered basis rather than overall vessel
5 capacity.

6 Do you have any suggestions or

7 specifics on how this could be inplenented or

8 adm ni stered and practiced, and do you think that
9 this approach would be still effective in

10 addressing China's Acts, policies and practices
11 and still protecting U S. operators? Thanks.

12 MR. HUVPHREYS: Well | guess I'd

13 answer the second part of your question first.

14 So the effect on U S. operators would have to be
15 addressed in grandfathering in the use of Chinese
16 vessels. Wthout that, you know, we woul dn't

17 make it to the first part of your question,

18 assessing the fees out.

19 So if we had to just, you know, |
20 can't speak for everybody in the room but if you
21 say a ship comng from China carries 10, 000
22 containers and that's $1 million, so that would
23 be $100 per container, then if you assessed
24  through custons, or sonething like that, a
25 simlar figure, then at least it would be
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1 proportionate. |f you say a vessel carryingPage221
2 50, 000 tons of bulk comng in or out of the U S
3 and you divide that out by a million, then it,

4 you know, $5 a ton, sonething like that.

5 So I''mnot speaking for everybody,

6 but, you know, maybe we coul d handl e $100 a

7 container, but we can't handl e $10,000 a

8 cont ai ner.

9 M5. BONNER M. Pitcher, in your

10 written subm ssion you stated that the proposed
11 penalties do not take into account conpani es of
12 your size. Can you elaborate on the effects of
13 the specific proposed fees on a conpany of your
14 size and how, in your opinion, a fee may be

15 structured to mtigate any effects?

16 MR. PITCHER. So since our average
17 revenue per voyage is $500,000, a million dollar
18 fee means we would have to at least triple, if
19 not quadrupl e, our charges onto our custoners.
20 It's, we do 26 voyages a per, that's $26 mllion
21 as opposed to the $13 mllion we have gross.

22 $12.5 we have in gross. And, you know, it's just
23 conpletely out of whack with, it's not just

24 penalizing us it is ending us truly.

25 So that feels |ike the difference.
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1 You know, you're trying to penalize sonebodyp?/iﬁcz):22
2 bought a ship in China, okay, or are you just

3 trying to run them out of business. That's kind
4 of the feeling that we have for a conpany of our
5 size.

6 The per TEU puts us on the sane

7 footing as a big ship. That's an idea. The per
8 freight ton puts us on the footing of a big ship.
9 But agai n, whatever fees you give us we give the
10 custoner. And our customer is the U S. Qur

11 custoner is the exporters from Sout heast Georgi a,
12 fromNortheast Florida. So then they will get

13 whatever is handed on.

14 And then what that noney is used for
15 It could be for the benefit of the U S. ship,

16 that's good. But, you know, in the proposal the
17 way it was witten | didn't see where the noney
18 went either. |Is that enough to answer? Yes?

19 Sorry. Ckay, thanks.
20 MR. VAN PATTEN. Thank you. M.
21 W ght, in your testinony you suggested USTR
22 shoul d consi der exenptions for conpanies |ike
23 yours. Can you share nore on how a renedy coul d
24 be tailored to address your concerns while al so
25 addressing China's unfair acts, policies and
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1 practices?
2 MR WGHT: Yes. | think, you know,
3 followng the testinony of ny coll eagues, or
4 others at the table here, a per contai ner charge
5 would be equitable. One that potentially woul d
6 be absor babl e by our conpany and/or passed on to
7 our custonmers. So | think if it was done in a
8 reasonabl e and appropriate fashion on a per
9 contai ner basis, then that would be achieving the
10 obj ectives of the organi zation w thout
11 essentially putting our conpany out of business,
12 or maki ng the shipping cost so unaffordable to
13 our custoners that they would be going out of
14 busi ness thensel ves.
15 So | think there is a conprise here
16 sonmewhere. And | think the per container fee, in
17 an appropriate and reasonable rate, would be that
18 conprom se that would work for isle nations, like
19 Ber nuda.
20 M5. SCHAFER: A question for M.
21 Gonzal ez and M. Hunphreys. Do you have any U S
22 fl agged vessel s enpl oying Anerican workers in
23 your fleet, and what are the barriers to
24 re-flagging to the U S., if any?
25 MR. GONZALEZ: Seaboard currently
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1 doesn't have any U S. flagged vessels. And ﬁ%EZM
2 US crew. Qur trades are purely international

3 I n nature, and don't have any U. S. built, include
4 requi renents that trade involving U S. ports and
5 territories.

6 We are currently wlling to flag in

7 the US. W believe that any nove to incentivize
8 novi ng vessels to the U S. flag should first

9 ensure that Anerican-owned and controlled

10 conpani es have first access to adequate crew, not
11 f or ei gn- owned conpani es.

12 The two | argest U S. flagged vessel
13 fleets are owned by foreign conpanies. The U S.
14 flag provides access to U S. Mlitary cargo and
15 other U. S. governnent cargo that nust be carried
16 on U S flags. And that is noving at a nuch

17 hi gher volune, and to certain markets. That's

18 not the case for Seaboard markets.

19 Even with the U S. flag and crew,
20 Seaboard has al ways served Anerican interests.
21 And we have provided ships to the US Mlitary
22 and the Gulf War, to humanitarian m ssions in
23 Haiti and in Puerto Rico.
24 MR. HUMPHREYS: Linea Peninsul a does
25 not have any U. S. flagged or U S. crewed vessels.
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1 The market we're in wouldn't, at this point ig%weZE
2 time, couldn't bear the cost of a U S.-built,

3 U.S. -flagged vessel in our trade.

4 MR. SULLI VAN. Thank you for

5 hi ghl i ghting sone of the challenges that you guys
6 would see if these renedies cane into place. |

7 would like to ask the question, if renedies were
8 appl i ed but excluded vessels that were built in

9 the past and only applied renedies for vessels

10 built in the future, how would that affect your
11  businesses?

12 MR, GONZALEZ: Well, there is no doubt
13 that | think that taking that action where you're
14  not being inpacted for decisions that were nmade
15 prior is definitely the right approach. | think,
16 you know, going forward it would change the way
17 carriers view U S.-built ships. W, for instance
18 at Seaboard Marine, we would definitely | ook at
19 U S -build ships for our future orders.

20 | think that when you | ook at the

21 | andscape of the different cargos that are com ng
22 in, that would also assist in protecting the

23 short sea transits for many of the carriers that
24 are doing the regional trades and export trades
25 where, like |I nentioned, there is an export
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1 surplus and they woul d protect U S. interestpeglg226

2 the U S. workers would not be effected. So we

3 | ook at if very positively.

4 MR. SULLIVAN. Before the rest of you

5 continue, | do want to clarify that the question

6 Is just on Chinese built ships. You know, we're

7 not requiring U.S. build but just wanted to

8 clarify.

9 MR. PITCHER. | nean, | can answer.
10 For the future of our line we would | ook to other
11 nations, then China. The U S. would not have the
12 ability to build our ship at a rate that we can
13 afford at this tine. But, if the Commttee is
14 successful in pushing ahead, if the Conmttee is
15 successful in reigniting U.S. ship building, then
16 what woul d foll ow woul d be conpetition within the
17 U S
18 I f you' ve got nore shipyards buil ding
19 up and you got nore interest in themactually
20 conpeting for sonething other than a gover nnent
21 contract job, then the U S. prices wll cone
22 down, and then yes, we woul d obviously consider a
23 US build. But in the short-term right nowif
24 we had to | ook for another ship it would just
25 have to be from sonewhere el se.
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1 MR, GONZALEZ: |'d like to just gﬁﬁZN
2 that it would, based on your clarification, there
3 I's no doubt that that behavior woul d change and

4 then we would be | ooking to charter vessels that
5 were not Chinese built, if that were the option.
6 So it puts us in a better position going forward.
7 MR. HUMPHREYS: | think that that

8 woul d be the only choice, | guess that we'd have,
9 to keep U. S. conpanies operational. And if you
10 | ook at it froma security standpoint, you know,
11 t he Chi nese vessel we have is a tool, but it's

12 operated by all, | nean, | think I said U S.

13 about 20 tines in ny testinony, this is, you

14 know, U S. all the way through.

15 So just because our tool happened to
16 be built in China at a tine prior to all of these
17 rules, | think allowing us to sort of grandfather
18 I n keeps us conpetitive agai nst ot her gl obal

19 carriers wwth no real alliance to the U S. other
20 t han, you know, financial. You know, you have,
21 as was nentioned, U S. flagged shi ps operated by
22 foreign owners. You know, is that hel ping
23 security nore than a Chinese vessel that's owned
24 by U S. owners? You know, | don't know. | nean,
25 that's not a question you have to answer.
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1 But | guess what |'m saying is, tﬁz?ezm
2 by grandfathering us in, allow ng people who nade
3 a decision at a tinme before this proposal was on
4 the table, to ne seens, you know, |like the only

5 gracious option.

6 MR WGHT: | think if | can just add.
7 So fromthe BCL perspective, we build the ship to
8 | ast 20 years. Qur previous ship was built in

9 Holland. This tinme around 2017 when we built our
10 new ship, the only cost effective ship we could
11  build, virtually anywhere in the world, was

12 China. And because it's such a small ship

13 custom zed for the Bernuda market, no, you know,
14 there were very few countries who actually wanted
15 to even bid on this so our options were really

16 China and virtually nobody el se at that point in
17  tinme.

18 So for a market our size it's very

19 difficult to find anybody who wants to build a

20 ship in 2025 that's 400 TEUs. They want to build
21 the grand, the big ships. So it's a very unique
22 and chal |l enging market for us to find alternative
23 countries outside of China currently who woul d

24 want to even bid on a ship such as ours.

25 ( Beepi ng.)
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1 CHAI R GRI MBALL: |I'mnot sure V\hatmge229
2 that was. Panel 6, thank you for your testinony
3 this afternoon. And now we wel cone, invite Panel
4 7 to join us.

5 Let's reconvene at 4:00 o' cl ock.

6 don't believe we have anyone in the waiting room
7 is that correct? W do have soneone in the

8 waiting? No. Okay. So let's, I'msorry, let's
9 reconvene at 4:05. Thank you.

10 (Wher eupon, the above-entitled matter
11 went off the record at 3:58 p.m and resuned at
12 4:07 p.m)

13 MR. BURCH. Wbuld the room pl ease cone
14 to order?

15 CHAI R GRI MBALL: Thank you everyone.
16 W've cone to Panel 7, the final panel of the

17 day. To our wtnesses, | have you down on ny

18 sheet in a different order, so I'"mnot going to
19 be calling on you in the order in which you're
20 seated. M. Kranek.
21 MR. KRAMEK: Kranmek, yes.
22 CHAIR GRI MBALL: Kranmek. D d I get
23 that right?
24 MR. KRAMEK: You did.
25 CHAI R GRI MBALL: Kranek, okay.
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1 MR. KRAMEK: Thank you. rage s
2 CHAI R GRI MBALL: You have the floor.
3 MR. KRAMEK: Thank you very nuch. M
4 nane is Joe Kranek and |I'm president of the Wrld
5  Shipping Council, or WSC. WSC is a nonprofit

6 trade association that represents the |iner

7  shipping industry which is conprised of operators
8 of container ships and vehicle carriers.

9 W5C nenbers play crucial roles in the
10 U.S. econony and in the U S naritime sector.

11 Ei ghty percent of Anerica's goods are carried on
12 container vessels. Liner shipping contributes $2
13 trillion to the U S econony. W support 6.4

14 mllion U S. jobs paying over $420 billion in

15 wages.

16 W carry the products nmade by Anmerican
17 factories, and the food grown by Anerican

18 farnmers, to global nmarkets. W operate 75

19 percent of the U S nmaritime adm nistrations,

20 maritinme security programfleet conprised of U S
21 flagships to support U S. Departnent of Defense
22 sea lift requirenents.

23 We al so operate two-thirds of the

24 active U S built liner vessels in operation.

25 And we are responsible for all liner vessels
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1 currently being built in U S shipyards. rage st
2 | want to nmake it clear to the

3 Comm ttee that WSC Menbers and sone of the nost

4 active participants in the U S maritine industry
5 fully support the goal of building a strong and

6 vibrant U S. shipbuilding in maritinme sector.

7 However, WBC strongly opposes USTR s port fees.

8 These proposals retroactively target
9 ship operators and owners who purchase Chi nese

10 vessel s because they represented the best val ue
11 to serve the U S. trade and provi de | ow cost

12 ocean transportation to U S. consuners,

13 busi nesses and farners. The fees wll also

14 puni sh U S. consuners and exports with increased
15 costs that in sone cases wll be so high the

16 prices for U S. goods, especially farm products,
17 wll sinply not be conpetitive.

18 Additionally, actions to mtigate the
19 fees by reducing the nunber of port costs wll

20 create COVID |li ke supply chain congestion at

21 | arger ports, while reducing service at snmall and
22 m d-si ze ports. The fees would result in

23 catastrophic harm across nearly every sector of
24 the U S. econony and yet they will not curve the
25 behavi or by China that USTR has found acti onabl e.
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1 I f applied cunul atively, the fee:agez32
2 coul d cost non-Chi nese operators mllions of

3 dol lars per port call. Let ne tell you a little
4 bit |iner shipping. Liner vessels nake nultiple
5 port calls on each voyage to the United States.
6 Under USTR s proposals, on a six port call visit
7 to the United States, an average size 6,600 TEU
8 container ship could incur nearly $6,350 in fees
9 per container. This would literally double the
10 shi ppi ng rate between New York and Rotterdam

11 Except during unusual periods, the
12 | i ner business is |low margin so these fees woul d
13 need to be passed along. That would raise the
14 cost of goods at a tinme when consuners al ready
15 face inflation. And it would decrease the

16 conpetitiveness of the U S. exports and overseas
17 mar kets, reduci ng enpl oynent opportunities for
18 Anericans who nake these products.

19 Port fees would al so reduce

20 conpetition for ocean cargo transportation to and
21 fromthe United States. The econom c inpacts

22 woul d reverberate throughout the econony

23 adversely i npacting businesses, consuners, and
24 especially farners.

25 W5C al so opposes USTR s proposals to
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1 requi re set percentages of U S. exports to bzagez33
2 shipped on U S. flagged or U S. built vessels.

3 These proposal s appear to be inpossible to conply
4 with. The ships sinply do not exist, nor does

5 the shipyard capacity to build them

6 O the 30 U.S. built container ships
7 active today all operate on trades subject to the
8 Jones Act, and their average age is 24 years old,
9 which puts themnear the end of their |ifecycle.
10 Therefore existing U S. yard capacity wll have
11 to be utilized to renew the Jones Act fleet. And
12 bet ween the capacity needed for Naval

13 shi pbui | ding and renewi ng the Jones Act Fl eet,

14 U. S. shipbuilding capacity will be scarce.

15 U.S. shipyards, as we've heard, are
16 al so chal l enged by | abor shortages. A shortage
17 of trained and certified mariners also constrains
18 the ability to re-flagged foreign built vessels
19 under the U S. flag.

20 The proposed requirenents for

21 exportation on U.S. built vessels and U S

22 fl agged vessels would not be realistic for many
23 years into the future. And attenpting to

24 | npl ement them now coul d i npose de facto limts
25 on U S. exports.
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1 Finally, the proposed fees and exﬁﬁ?ﬁzm
2 requi rements are disconnected fromthe goal of

3 Section 301 actions, which is inducing

4 elimnation of the foreign acts policies and

5 practices at issue. It is inconceivable how

6 | evying a port fee on or based on ownership of

7 vessels already constructed would inpact China's
8 i ncentives going forward. The sane point applies
9 for orders already placed at Chi nese shipyards.
10 | want to nmake another critical point.
11 And that is, that generating demand for donestic
12  products and raising governnent revenue, whether
13 to support an industry of donestic shi pbuilding
14 is sinply not a perm ssible Section 301 acti on.
15 Finally, WSC Menbers have | ots of

16 expertise, they're eager to contribute to efforts
17 torevitalize the U S maritine industry. The

18 path forward to tackle this challenge is to work
19 collaborative with the adm nistrative and

20 congress to devel op an action and achi evabl e

21 plan. WSC Menbers are ready to get to work with
22 the admnistration on the path forward. Thank

23 you.

24 CHAI R GRI MBALL: Thank you, M.

25 Kramek. M. Platten, you have the fl oor
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1 MR. PLATTEN. Thank you, Chair, gﬁEZE
2 Menbers of the Committee for the opportunity to

3 address the hearing today. | am Gy Pl atten, and
4 ' m Secretary General of the International

5 Chanber of Shi ppi ng.

6 The ICS is a global trade association
7 that represents over 80 percent of the worlds

8 merchant fleet. Inportantly, this includes

9 united states ship owners and operators through
10 t he chanber shipping of Anerica.

11 We support the anmbition of the

12 proposed renedies to nake United States

13 shi pbuil ding industry strong as we, International
14 Shi ppi ng I ndustry, want increase choice and

15 conpetition in the market so we can enploy the

16 very best ships. Anerica has a long history of
17 I nnovation and will be well positioned to deliver
18 this industry in transition.

19 When | ooking at our sector the

20 shi pping industry is one of the nost

21 cost-optimzed in the world. The busi ness nodel
22 I s designed to drive down costs while not

23 conprom sing on safety standards so that goods

24 can flow efficiently fromand to countries for

25 t he benefit of those countries, econom es and
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1 popul ati ons. rage
2 The shipping industry | oves serving

3 U S. industry and the Anerican people, however,

4 Is currently constituted the proposed renedi es

5 could significant reduce Anerica's ability to

6 trade efficiently and economcally. These

7 remedi es could hurt Anerican businesses and the

8 Anmerican people.

9 As an organi zation that represents

10 ship owners, including ship owners around the

11 world, we do not want to see this happen. |

12 appreciate there are many speaking at this

13 heari ng today and on Wednesday who are concer ned
14 about the capacity of Anerican shipbuilding for a
15 range of reasons. But the reality is, the

16 shi pping industry is not |ike traditional

17 busi nesses, it IS unique.

18 Let nme give you an exanple from ACL
19 subm ssion to the hearing. ACL is one of the

20 nmost continually operated container lines in the
21 world which is headquartered and deeply rooted in
22 the United States. Qperate sone of the nost

23 uni que cargo of vessels globally. It is the only
24 operator of conbination container roll on/roll

25 of f ships between North Anmerica and North Europe.
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1 It is not a huge ocean carrier |like other rage T
2 container carriers that are part of alliances, it
3 | ndependently operates a snmall nunber of vessels
4 on dedi cated weekly services which support the

5 U. S. econony.

6 If the proposed service fees are

7 I nposed it is highly likely that this carrier

8 would be forced to termnate its U S. service as
9 the fees would ensure that products it carriers
10 are no |onger conpetitive on the international

11 mar ket, open the door for other countries to

12 service Europe. This would nean that this

13 hi storic shipping |ine would close its Anerican
14 offices, lay off its American staff and redepl oy
15 its ships to non-U. S. trades. This is just one
16 exanpl e of the significant inpacts these

17 proposal s coul d have.

18 According to market estimtes, around
19 83 percent of container ships, 68 percent of car
20 carriers, 44 percent of bulk carriers, and 46

21 percent of chem cal carriers was trade

22 internationally and called at U S. ports to fall
23 within the scope of the proposed fees. It nmay
24 not be feasible for this large proportion of

25 carriers to immedi ately adjust the vessels they
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1 use for U S. trade routes, and it could be e5§ﬁ2%
2 | ess feasible for themto adjust their overall

3 fleet in cases where these fleets consist of

4 Chi nese built vessels, even if they do not call

5 at U S ports.

6 As a result, the cost of calling at

7 U S ports for large portion of gl obal operators
8 woul d increase dramatically. W know al ready

9 that many brokers are already deciding not to

10 enter into long-termcontracts to explore U. S.

11 raw materials to avoid the proposed fees. This
12 could al so raise the cost of key U S.

13 agricultural and energy exports to foreign

14 mar ket s.

15 Wien we | ook at gain relative to this
16 I ndustry, it takes a mninmumof three years for a
17 new vessel to be built when there is capacity in
18 the yards. Wth increasing conplex ship designs
19 shipyard | eave tines are now even | onger, and

20 yards take tine to build.

21 I f the proposed fees are introduced
22 and carries a force to divert their ships away

23 fromU S. trade routes as a result of these

24 addi tional costs the key question that nust be

25 asked is, wll the U S realistically have a
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1 donestic capacity ready to fill the gap and :%f%?
2 the U.S. economc and security needs? For

3 exanple, the U S. is one of the biggest chem cal
4 exporters globally and over 70 percent of

5 chem cal tankers currently in order are from

6 Chi nese shi pyards.

7 According to industry estimates, |ead
8 times fromcontract to delivery for a chem cal

9 tanker in the U S. are expected to be in excess
10 of ten years and could cost nore than four tines
11 t he anobunt of those built in China, Japan or

12 Kor ea.

13 Lastly, around 35 percent of the

14 vessels currently serving international U S

15 maritinme trades, which are built in China, are

16 owned and operated by conpanies located in U S.
17 tradi ng partner nations outside of China.

18 | nposi ng fees on these ships already built on

19 order from China but operated by U S. trading
20 partners would not inpact the financing of
21 Chi nese shipyards but it could serve to seriously
22 disrupt the U S maritinme supply chains.
23 I n concl usi on, these neasures,
24 proposed neasures, could hurt our custoners, the
25 Anerican people. They will nmake vital U S
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1 exports |l ess conpetitive globally, and this Eﬁf%@
2 j obs devel oped at ports or farns and the Anerican
3 shi pping industry, the very thing | know you were
4 trying to encourage.

5 We detail nore evidence in our

6 subm ssion and we stand ready to help find, you

7 find the best way to build a strong shi pping

8 I ndustry here in the United States. Thank you.

9 CHAI R GRI MBALL: Thank you, M.

10 Platten. M. Antoine, you have the floor.

11 MR. ANTO NE: Thank you. We wel cone
12 the opportunity to testify at this inportant

13 phase of the USTR process. | nake these coments
14 on behalf of the Cari bbean Community's Private

15 Sector, the CPSO  Qur regional private sector

16 institution representing over 5,500 private

17 sector firns across the 15 nenber states of the
18 Cari bbean community.

19 The CPSO understands that the
20 exam nation of China's policies and practices for
21 dom nance of maritinme |ogistics and shipbuil di ng
22 sectors, and keeping with the policy objectives
23 of the U S. As proposed however, the USTR
24 nmeasures W ll result in unintended consequences
25 for CARI COM econom es, private sector businesses
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1 and consuners. As naritine transporter coma:agez41
2 fromnore than 90 percent of CARI COM s trading

3 goods.

4 We therefore offer two possibilities
5 for your consideration. The first, in the

6 I nterest of sustaining the shipping and | ogistic
7 requirenents of U S. CARICOM trade, the CARI COM
8 private sector requests the USTR to seek

9 alternatives to the neasures proposed in response
10 to Section 301. Until such tinme as the

11 shi pbui | di ng and associ ated i ndustries in the

12 U.S. are developed to fill the gap that wll

13 energe fromthe proposed renedies.

14 Option two, should the USTR decide to
15 proceed with the application of the proposed

16 renmedi es, the CPSO on behalf of the regional

17 private sector request that consideration begin
18 to exploring an exenption for CARI COM state, or
19 Cari bbean states as a second best option. The
20 need for such an exenption, possibly |egislature,
21 are based on one, naintaining the expandi ng
22 CARICOM U. S. state and commerce, which for the
23 | ast 30 years has nmintained the trade surplus in
24  favor of the U S
25 Incidentally the U S. al so maintains
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1 the services surplus. The extent of this trg§€ZQ
2 surplus has been already alluded to by others in
3 this room 43.7 percent of CARICOM i nports cone
4 fromthe U S., and 19.7 percent were exports

5 destined for the U S

6 Secondly, the grandfathering of

7 exi sting vessels, ensuring that smaller vessels
8 currently operating between the U. S. and the

9 states of the, small states of the Caribbean are
10 critical to supporting the short shipping

11 requirements of U S. CARICOMtrade are not

12 i ncl uded in any new penalties.

13 Point three, the exenption for our
14 relatively smal|l Caribbean trans shi pnent hubs.
15 Recogni zing the strategic rule of our CARI COM
16 states and gl obal supply chains and ensuring, in
17 particular, that U S. Caribbean trade remins

18 uni nt er r upt ed.

19 Point 4, flexible policy
20 I nstrunentation allowng regional, in this case
21 Cari bbean operators, trying to adjust an explore
22 al ternative vessel sourcing options rather than
23 enforcing sudden financial penalties.
24 Poi nt five, stronger Caribbean
25 mariti me partnerships. Encouraging coll aborative
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1 solutions rather than restrictive policies tﬁgfzm
2 can weaken regional trade stability.

3 Poi nt six, neutral benefits of

4 exenptions to CARI COM and U. S. busi nesses as

5 contenpl ated under the Cari bbean Basin Econom c

6 Recovery Act, and the Cari bbean Basin Trade

7 Part nershi p Act.

8 Al justifications have been all uded
9 to by several, |I'll go through them very quickly.
10 We have al ready spoken about the sustained trade
11 surplus, which I think we nust do absolutely

12 nothing to them

13 The second business is the comment

14 we've heard on short sea shipping. | want to add
15 to that, that when applied to the smaller states
16 of the Caribbean the additional costs per

17 container is estinmated at between $2, 000 and

18 $4,000. We are trying to get sonme definition

19 around that based on countries. But inportantly,
20 there are sone countries for which there are only
21 two shipping lines providing services to them
22 We've heard fromtropical and
23 seaboard, you want to publicly acknow edge the
24 support they have given to the Cari bbean
25 econom es over the |ast several years. In this
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1 regard clearly the consequences of these actrﬁﬁgm
2 for those countries, such as Saint Kitts and

3 Nevi s, Antigua and Barbuda, Saint Vincent and the
4 G enadi nes, Grenada are severe, anong others.

5 My third point, this we have concerns
6 w || cause trenendous disruption to our

7 agricultural trade between CARI COM and the United
8 States. The U S. has a dom nance of CARI COM

9 markets in agriculture. W're tal king about

10 mar kets for corn, the markets for soil, beans and
11 barely, anong ot her products.

12 Energy security will also be damaged.
13 We are a |l arge supplier of energy products to the
14 U S., and you supply large finished products in
15 the energy sector to CARICOM These products are
16 likely to be hit on both ends of the spectrum

17 Tourism We are one of the worlds

18 regions with the highest dependence on tourism
19 trade. Also with the U S., the cruise tourismis
20 a major sector that will be inpacted by this,

21 both in terns of existing tourism products with
22 I nflation and cost increases, and new bills which
23 are very, very, at this tinme precariously

24 posi ti oned based on the cost of construction.

25 And in this regard we have 12 Cari bbean hotel s
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1 that are exercising -- rage s
2 MR. BURCH. Excuse ne?

3 MR. ANTO NE: -- and expressing a

4 great of --

5 MR. BURCH. You have reached your five
6 m nut es.

7 MR ANTONE: | want to thank you for
8 this.

9 MR BURCH. You're wel cone.

10 CHAI R GRI MBALL: Thank you, M.

11  Antoine. Thank you for understanding our tine

12 limts today. M. Cho, you have the floor.

13 MR CHO The nane is Cho actually.
14  Thank you.

15 CHAI R GRI MBALL: Cho, you have the

16 floor. Sorry about that.

17 MR CHO CGood afternoon. M nane is
18  Sam Cho, Commi ssioner of the Port of Seattle and
19 managi ng nenber of the Northeast Seaport

20 Alliance. In addition |I've served on USTR s

21 | nt ergovernnental Policy Advisor Commttee.

22  Thank you for the opportunity today to comment on
23 the proposed action.

24 The Seaport Alliance is the

25 partnership between the Port of Seattle and the
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1 Port of Taconmm that nmanages the contai ner, bf%ﬁﬁm
2 bul k and auto term nals through the gateway. The
3 alli1ance cargo activity generates 58,400 jobs and
4 $12.4 billion in econonmc activity. And

5 t housands of ot her work for businesses that ship
6 to our facilities.

7 We are a key trade gateway, not just
8 for the northeast, but also for inland regions

9 across the country. W appreciate that this

10 admnistration is prioritizing strengthening

11 Anerica's shipbuilding industry and the actions
12 the adm nistration has already taken in pursuit
13 of this goal, such as the creation of the office
14 shipbuilding in the Wiite House. W believe that
15 t hese, and other new policies the Adm nistration
16 I s developing, will help revitalize the nations
17 maritime industry.

18 Wi | e the NWBA supports the

19 admnistrations nmaritine sectors goal, we would
20 like to call to attention the unintended
21 consequences that could result if the proposed
22 actions are not carefully crafted and properly
23 enforced. Specifically, the adm nistration nust
24 adopt neasures to ensure that any new policies do
25 not create a cost incentive to divert cargo to
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1 ports in Canada and Mexico. A failure to do this
2 w ||l cause severe harmto the U S. econony.
3 Over the last two decades U. S. west
4 coast ports have |l ost market share to conpetitors
5 I n Canada and Mexico. Especially to the ports of
6 Vancouver and Prince Rupert. Since Prince Rupert
7 opened its container termnal in 2007 the Seaport
8 Alliance has |lost 18 percent of its market share
9 to Canadi an ports.
10 In 2012 the federal maritine
11 comm ssion did a study that found that the harbor
12 mai nt enance tax is a key driver of this cargo
13 diversion due to the fact that cargo that arrives
14 at Canadi an- Mexi can ports and that enter the
15 United States do not pay the HMI. That sane
16 dynamc wll be at play if the proposed fees on
17 Chi nese ships do not apply to U.S. down cargo
18 that is discharged at non-U. S. ports.
19 Ocean carriers will mnimze their
20 exposure to the fees by shifting nore cargo
21 vol une Canadi an, to Canadi an or Mexi can ports.
22 Let nme repeat that. These fees will shift cargo
23 volumes to Canada and Mexico. |In fact, the
24 proposed fees could cause significantly nore
25 cargo diversion than the HWI.
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1 The FMC study found that HMI aver;gg§M8
2 about $109 per 40 foot container. W estinmate

3 that the proposed fees on Chinese ships would be
4 five to seven tines greater than that. For

5 exanple, if all the fees in the proposed action

6 applied to a single vessel call, we estimate it

7 would cost nearly $1,900 per FEU.

8 The inpact of these fees will continue
9 to conmpound if carriers are required to pay them
10 for every port call on each service | oop.

11 Carriers wll call fewer U S. ports to avoid

12 paying the fees multiple tines. And snaller

13 ports will be the first to be dropped.

14 When ports | ose cargo the inpacts are
15 significant. The estimated 1.15 mllion

16 containers that are transhipped to the British

17 Colunbia ports in 2024 represented a | oss of

18 nearly 14,000 U.S. jobs. Cargo diversion also

19 harnms exporters because it |eads to fewer ocean
20 carrier calls and reduce availability of enpty
21 containers increasing shipping cost and eroding
22 the global conpetitiveness.
23 I n response, we request that USTR
24  consider additional steps to prevent cargo
25 diversion such as requiring all inport cargo that
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1 travel s by ocean from overseas trading partnz?gg249
2 to clear custons at U S. seaports or by Ievying

3 fees on U S. bound cargo di scharge and non-U. S.

4 ports that are equal to the fees charged at U S
5 ports.

6 Any new | and border fees should

7 I ncorporate the cost of the HMI, plus any fees

8 that inposed, are inposed on U S. ports on

9 Chi nese vessels. In addition, the proposed fees
10 shoul d be assessed only once per voyage and not
11 on every port call.

12 | thank you for the opportunity to

13 testify today and we | ook forward to continue to
14 engage on the proposed action and other policies
15 that benefit the maritine industry. Thank you.
16 CHAI R GRI MBALL: Thank you, M. Cho.
17 At this tine we'll proceed wth questions from
18 t he Gover nnent panel.

19 MR. AU. Good afternoon. This is a
20 question for M. Kranek. You indicated that W5C
21 Menbers are responsible for all the liner vessels
22 currently on order in U S. shipyards. Can you be
23 nore specific as to how many vessel s and how nany
24 conpani es have such orders?
25 MR KRAMEK: So | think it's in our
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1 witten brief, but our Menber Matson is builg?grelg50
2 three new ships. | think they're about 3,600
3 TEUs each up in Aker Philly, now owned by a
4 Korean partner as well. Just by way, the Trade
5 Press has reported those ships are approxi mately
6 $335 mllion apiece, which is at |east five tines
7 nore than you woul d pay for those shi ps anywhere
8 else. But that is the only avail able yard
9 capacity for cellular container ships in the U S
10 right now that we're aware of.
11 MR. AU. Thank you.
12 MR. VAN PATTEN. M. Platten, how
13 woul d the proposed actions inpact different
14 segnents of the shipping sector, for exanple,
15 contai ner ship operators conpared to tanker
16 operators or vehicle ship operators, and are
17 there any segnents that woul d be uniquely
18 | npact ed?
19 MR. PLATTEN. | think certainly the
20 bul k sector would be. Dry bulk would be the nost
21 effective because they tend to be, as we've heard
22 ot her speakers, |ow cost, high volune, which
23 would, so it would disproportionately affect
24 them But as we've heard about the container
25 | ines, car carriers, every sector would be
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1 | npacted by this action. rage st
2 MR COOK: M. Antoine, | noticed you
3 referred to the cruise line sector. | wanted to
4 give you a chance to elaborate a little nore

5 about how, what the expected inpacts would be for
6 the cruise |ines.

7 MR. ANTO NE: Thank you. Many of the
8 cruise lines are actually provision in various

9 sports in the Caribbean. And so the provision

10 woul d create sone challenges in terns of cost

11 I ncreases.

12 The reality too is that many of the
13 products that end up on the cruise lines actually
14 cone fromthe Caribbean, cone into the U S. and
15 then go back out to the provision ports to be

16 supplied to the cruise lines. So that you have a
17 doubl e whammy, both on the exports and the

18 exports fromthe Cari bbean back into the U S.,

19 nunber two. And three, fromthe Caribbean back
20 to St. Thomas, or one of the other islands, where
21 the provisioning takes place. And we are very

22 concerned about that in terns of the

23 t ransshi pnent.

24 M5. MADELL: M. Cho, can you

25 el aborate on potential inpacts anticipated in
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1 terns of increased congestions at sone ports, rage e
2 what knock-on effects on the |andside wll

3 result? For exanple, through internodal

4 transportation.

5 MR. CHO Thank you for the question.
6 So essentially what's going to happen here is

7 these carriers are going to skip ports. They're
8 going to consolidate their volune to certain

9 ports.

10 MST has al ready announced that is this
11 fee goes into effect they're basically just going
12 to send everything to LA and Long Beach. |[If you
13 want a picture of what happens when we see

14  congestion, just go back to the COVID-19 pandem c
15 and how nuch vol unme was congested at the ports.
16 But you nentioned the effects of this
17 across the entire supply chain. Part of the

18 challenge we had back in COVID-19 is it wasn't

19 just the ports and the termnals, it was the
20 roads, the warehouses. Everything in between
21 Point A to Point B.
22 And so if you have that kind of
23 congestion at LA and Long Beach, where all the
24 containers are going to one port or are those
25 containers are going to Vancouver or Prince
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1 Rupert, you're going to see the sane |evel o:‘jagez53
2 congestion that you saw where our railroads are

3 full and we're m ssing chassis. You're going to
4 see not enough truck drivers driving 24 hours a

5 day to get those containers off the term nals.

6 The war ehouses aren't open 24/7 and you' re going
7 to create a trenendous anount of congestion all

8 across the supply chain.

9 M5. MADELL: Thank you.

10 MR, SULLIVAN. M. Kranek, to

11 Commi ssioner Cho's point. | know in your

12 testinony you kind of had the sane argunent about
13 port congestion, but why would a liner carrier go
14 to a congested port?

15 MR. KRAMEK: Well, | nean, your

16 proposed fees are sending out, they could be as
17 much as $3.5 mllion per port call depending on
18 your exposure and so you would naturally try to
19 mnimze those fees and reduce your port calls
20 and do as much transaction as you can in a single
21 port. And certainly those |arger ports have nore
22 services inland as well in terns if you go to Los
23 Angeles and Long Beach. The rail service there
24 and the like. So that would, you know, every
25 menber of the conpany will nake their own

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

SECTION 301 INVESTIGATION
Public Hearing on 03/24/2025

1 I ndi vi dual choices, but naturally if they haS%gez54
2 exposure they're going to try to limt that

3 exposure.

4 And | should say too, it's we serve
5 the trade so, | nmean, we heard sone di scussion

6 here earlier, but we take the cargo where

7 shippers want it. W pick it up where they want
8 it and we take it where they want it to go. And
9 so shippers will probably want us to avoid these
10 fees, or mtigate these fees as nuch as possible.
11 MR. SULLI VAN. Thank you.

12 MR. AU M. Kranmek, many questions
13 for you this afternoon, sorry. | just want to
14 followup on that question as well. In that

15 scenario would that create opportunities for

16 f eeder services?

17 MR. KRAMEK: We don't yet. You know,
18 I f you had a feeder service ny understanding is
19 that m ght have to be a Jones Act vessel. And so
20 that Jones Act vessels that exist, | think there
21 I s about 30 of them they're fully enployed right
22 now. So we would have to see what the market

23 woul d devel op there.

24 MR. AU. Thank you. | have one nore.
25 You indicated earlier that shipping is generally
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1 a low margi n business. Could you el aborate nore
2 on what the nmargins are like right now for the
3 | i ner business if there is a difference between
4 the large liners and the smaller |iners?
5 MR KRAMEK: Well sure. These
6 statistics are all generally available, but if
7 you | ook over a 25 year period you'll see, and we
8 can provide this in our supplenental, but you'l
9 see generally speaking the businesses just, it's
10 been very flat with a huge spi ke obviously during
11 t he COVI D where everybody, you know, the supply
12 and demand got conpletely out of balance. Then
13 It crashed back down after the COVID and al nost
14  reset.
15 And then we just had the Red Sea
16 situation where we have to avoid the Red Sea
17 because of the Houthis who have functionally shut
18 it dowmn. And so that required going around the
19 Continent of Africa, which is a 40 percent | onger
20 voyage where you had to put nore ships online.
21 And obviously that hit capacity and rates. And
22 so you had the spike, recent spike there as well.
23 But generally speaki ng, when you | ook over a 25
24 year tineline its lowmargin and relatively flat.
25 MR. AU Ckay. Are you able to speak

www.huseby.com Huseby Global Litigation 800-333-2082


http://www.huseby.com

SECTION 301 INVESTIGATION
Public Hearing on 03/24/2025

1 to the second part, as to differences betweeﬁagezgﬁ
2 | arger liners and smaller liners in the margins?
3 MR. KRAMEK: |'mnot able to speak to
4 that. | don't have that commercial information.
5 W can see if we can find it in the Trade Press

6 and put it in our supplenental.

7 MR. AU.  Thank you.

8 CHAIR GRIMBALL: And with that we

9 thank the w tnesses on Panel 7 for your

10 testinony. Thank everyone for your participation
11 today. And with that we are adjourned for the

12 day. We will convene Wednesday, March 26 in this
13 roomat 10:00 a.m Thank you.

14 (Wher eupon, the above-entitled matter
15 went off the record at 4:37 p.m)
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5 Targeting of the Maritine, Logistics, and

6 Shi pbui | di ng Sectors for Dom nance

7 Before: Ofice of the U S. Trade Representative

8 Dat e: 03-24-25

9 Pl ace: Washi ngton, D.C
10 were duly recorded and accurately transcri bed
11 under ny direction; further, that said transcript
12 Is a true and accurate record of the proceedi ngs;
13 and that | am neither counsel for, related to,
14 nor enployed by any of the parties to this action
15 I n which this deposition was taken; and further
16 that | amnot a relative nor an enpl oyee of any
17 of the parties nor counsel enployed by the
18 parties, and | amnot financially or otherw se
19 interested in the outcone of the action.
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